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FOREWORD

This document constitutes part II of the Tariff Commission's
report on the operation of the trade agreements program prepared in
fulfillment of a directive of the President to the Tariff Commission
under Executive Order 9832. Under this order the Tariff Commission
is required to submit to the President end to the Congress at least
once each year a report on this subject.

This report reviews the operation of the trade agreements pro-
gram from its initiation on June 12, 1934, to April 1948. It covers
all trade agreements completed during that period, including the
General Agreement on Tariffs and Trade entered into at Genevs,
Switzerland, October 30, 1947. It does not teke account of certein
developments since April, such as the remewal in June 1948 of the
Trade Agreements Act with amendments. Nor does it take into account
certain changes in the general provisions of the General Agreement on
Tariffs and Trade which were made &t the Conference held in Habana,
Cuba, from November 21, 1947, to March 24, 1948.

With a view to assisting Members of Congress who had before them
the question of extending the Trade Agreements Act, the Tariff Com-
mission issued a preliminary -draft of this report in April 1948. It
was necessary as of that time to issue the report in preliminary form

i owing to the fact that it was impossible to complete before
that date a detalled analysis of the concessions received by the
Tnited States in the Geneva agreement. That analysis has since been
ompleted.

The completed report consists of the following parts:

Part I. Summary

Part II. History of the Trade Agreements
Program

Part III. Trade-Agreement Concessions Granted
by the United States

Part IV, Trade-Agreement Concessions Obtained
by the United States

Part V. Effects of the Trade Agreements
Program on United States Trade

iii
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Chapter 1

TRADE AGREEMENTS AND TRADE POLICY OF THE
UNITED STATES BEFORE 1974

Agreements Relating Directly to Tariff Duties

The history of United States participation in trade-ezgreement
negotiations directly affecting tariff duties is a long one. L
Some of the trade agreements made before 1934—1like the agreements
made since then under the Trade Agreements Act—were effectuated by
Executive order under congressional authority which did not require
subsequent congressional action. The authority of the President to
make such egreements, however, was narrowly circumscribed.: A num-
ber of agreements requiring congressional action also were negoti-
ated by the President, but most of these failed to receive the
necessary legislative approval and thus never came into effect.

The first reciprocal trade treaty negotiated by the United
States was with the Germen Zollverein (Customs Union) in 1844. It
never beceme effective, however, because of fajlure to receive
Senate ratifications The first United States reciprocal trade
agreement to become effective was with Canada. That agreement was
negotiated by the President, ratified by the Senate, and approved by
the Congress; it became effective in 1855 and remained in force
until 1866, when it was terminated by the United States. 2

Reciprocity treaties were negotiated with Hawaii, one in 1855end a
second in1867, but neither of these received the necessary Senate
ratification. In 1875, however, a reciprocity treaty was finally
negotiated and ratified. In the following year, the Congress
passed the legislation necessary for putting it into effect. The
treaty remained in force until Hawaii was annexed by the United
States in 1898,

Reciprocity treaties were negotip.ted with Mexico in 1859, with
Canada in 1875 and 1888, and with Newfoundland in 1868, but a1l
these failed to receive the necessary Senate ratification.

) The Tariff Act of 1890 was the first general tariff act of the
United Stetes to make systematic general provision for reciprocal
negotiations relating to tariff rates as such. TUnder section 3 of
that act, the President was empowered to emter into narrowly defined
trade agreements not requiring subsequent approval of either the
Senate or the Congress. As a sanction to put pressure on the

1/ For a detailed analysis of the United States commercial trea-
ties which were negotiated before 1919, see U. S. Tariff Commission,

Reciprocity and Commercisl Treaties, 1919.
2/ This sgreement, like those subsequently entered into with

Hawaii and Cuba, was preferential.
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several countries to enter into these agreements, this sectlion of the
tariff act instructed the President to impose specified penalty
duties on certain articles (coffee, tea, hides, sugar, end molasses)
on the free list of the United States tariff whemever the supplying
country's treatment of imports from the United States was deemed "to
be reciprocally unequal and unreasonsble.® Under authority of that
section of the tariff act, the President proclaimed agreements with
the following countries:

Austria-~-Bungary Great Britain (for Honduras
Brazil British West India Nicaragua
Dominican Republic Colonies) Salvador

Germen Empire Guatemala Spain (for Cuba

and Puerto Rico)

Concessions were cbtained for American products from each of the
foregoing countries in return for an assurance of continuing duty-
free entry into the United States of their coffee, tea, hides, sugar,
end molasses. In some agreements the other contracting party agreed
to admit specified imports from the United States free of duty or at
substantially reduced teriff rates; in others it agreed to extend
most-favored-nation treatment regarding tariffs to all imports
from the United States.

The penalty duties provided for in section 3 of the act of 1890
were applied to imports from Colombia, Venezuela, and Haiti, follow-
ing failure of those states to respond favorably to United States
invitation to negotiate an agreement under this provision of the
tariff act.

The Tariff Act of 1894, which reimposed a duty on raw sugar (such

a duty had been imposed by acts preceding that of 1890), sutomatically
annulled all agreements which had been made under authority of this
section of the 1890 act. No reciprocity provision was contained in
the 1894 act.

The next series of trade agreements was negotlated under author-
ity of the Tariff Act of 1897. Section 3 of that act empowered: the
President to negotiate agreements with foreign cowntries and to pro-
cleim them without ratification by the Senate. This authority,
though still narrowly circumscribed, was. somewhat broader than that
conferred by the corresponding section of the Tariff Act of 1890.
The President was not only authorized, as before, to impose penalty
duties on certain specified articles on the free list (the articles
specified in the 1897 act were coffee; tea; tonquin, tongqua, or
tonka beans; and vanilla beans), but he was permitted to proclaim
prescribed reductions in duty on argols, distilled spirits, spark-
ling wine, etill wine, paintings, drawings, and sculptures in
exchange for concessions by the other countiries. Under authority
of this section, the so-called argol agreexents were concluded
with the following countries:

Most-favored-nation treatment is discussed in the next section
of this chapter.

The name is derived from Pargols® (a crude cream of tartar),
which was the first item appearing in the enumerated list on which
reductions in duty were authorized by section 3 of the Tariff Act
of 1897.
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Bulgaria . Great Britain Portugal
France Italy Spain
German Empire The Netherlands Switzerland

These agreements were nmegotiated in two series. The first was
concluded (during the MeKinley administration) with France, Portugal,
Germany, and Italy, and the second series (during the Theodore
Roosevelt administration) with the other cowntries listed above.

In exchange for the concessions granted by the United States, which
consisted of small reductions in duty on one or more of the articles
specified in the act (no use being made of the pemalty provision),
the participating foreign countries generally applied to all or a
part of their imports from the United States their minimum or conven-
tional rates of duty reserved for imports from "favored" natioms.
The argol agreements remained in effect until they were terminated
under a provision of the Tariff Act of 1909. '

~ Section 4 of the Tariff Act of 1897 gave the President broad
authority to negotiate trade agreements with foreign countries for
the purpose of securing concessions for Americen exports. That sec-
tion permitted reductions of as much as 20 percent from the duties of
the regular teriff schedules, the transfer of a limited group of
articles from the dutiable to the free list, and the binding duty-
free of articles then on the free list. Before any such agreement
could become effective, however, ratification by the Senate and
approval by the Congress were necessary. Pursuant to that authori-
zation, lhe President negotiated agreements with the countries named
below, but none of these agreements were ratified by the Senate.

Argentina France

Denmerk (for St. Croix) Great Britain (for
Dominican Republic various colonies)
Ecuador Nicaragua

In 1902 a convention of commereisl reciprocity was negotiated
with Cuba. This convention provided for a reduction of 20 percent
from regular United States duties on imporits from Cuba and reductions
of 20 to 40 percent from regular Cuban rates on imports from the
United States. After the Senate ratified the treaty, the Cuban
Government accepted it. The Congress finally passed enabling legis-
lation and the treaty was formally proclaimed in 1903. This treaty
was independent of the reciprocel provisions of the Tariff Act of
1897 and ir no way connected with the treaties made under that act.

The Tariff Act of 1909 not only provided for termirating all
outstanding reciprocity agreements to which the United States was a
party—except the agreement with Cuba—but it also instituted a two-
schedule tariff system. Under this system the free list and the
rates in the general schedule constituted the minimum schedule; and
the "minimum® rates plus 25 percent of the values of the imported
articles constituted the maximum schedule. The President was
authorized to extend the minimum schedule to countries which did not

However, because of subsequent understandings, the agreement
of August 1, 1906, with Spain was still in effect on November 5,
1922, when Spain gave 1 year's notice of its intention to denounce
the agreement.

822946 O—49——2
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4

discriminate against the United States; the maximum rates were appli-
cable to imports from all other sources. The Tariff Board, which had
been created for this purpose under suthority of the act itself, was
required to investigate the tariff treatment accorded American prod-
uets by foreign countries. Discrimination by several of them was
discovered and negotiations with them were subsequently entered into
for the purpose of eliminating the discrimination. Following these
negotiations, proclemetions were made applying the minimum rates to
all countries. The maximum rates were, in fact, never applied to
importe from any country, notwithstanding that certain countries—
notably Germany and France—did not extend full equality of treatment
to imports from the United States.

In 1911, a reciprocity sgreement, with preferential treatment on
both sides, was negotiated with Canada. It was approved by the
United States Congress, but, inasmch as it was not approved by the
Cenadian Parliament, it did not go into effect.

The Tariff Act of 1913 contained no provision for maximum and
minimum schedules of duties, but it authorized the President to nego-
tiate reciprocity agreements provided "fThat said trade agreements
before becoming operative .shall be submitted to the Congress of the
United States for ratification or rejection." No agreements were
negotiated by the President under that authority.

None of the subsequent general tariff acts made provision for
the negotiation of trade agreements, with the result that the trade
agreements next consummated by the United States were made umder
authority of the Trade Agreements Act of 1934. &

Development of Most-Favored-Nation Trade Policy
L}

Commercial treaties between states relate to an extensive vari-
ety of bubjects having to do with the treatment to be accorded to
persons, ,to means of communication and transportation, and to com~
Eerce. j/ Specific provisions are made in these treaties for such
matters as admission of diplomatic and consular officials; immigra-
tion and emigration; conditions of residence, travel, and trade;
imposition of taxes; navigation, quarsntine, and harbor regulations;
patents, copyrights, and trade-marks; and tariffs and customs laws.
The features of commercial treaties and agreements here under con-
sideration relate principally to import and export trade, tariff
duties, quotas, and customs laws and regulations.

Every state, in entering into a commercial treaty or agreement
with another, seeks to gain or to retain certain advanteges, to avoid
certain disadvanteges, or to accomplish both of these objectives.

6/ Public Law 316 (73d Cong., 2d sess.), reproduced as appendix B,
7/ For a detailed emelysis of United States commercial treaties,

gee U, S. Tariff Commission, Reciprocity snd Commercial Treaties,
1919.

-
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The negotiation of a commercial treaty between states, therefore,
usually involves "bargaining.® In making its commercial treaties,

a state may or may nob seek a privileged position for itself. Most
states, however, gemerally txy to obtain treatment from other states
which will be at least as favorable as that which those states grant
to any other. Accordingly, every state generally asks for all the
concesslons and guaranties which the other negotiating state has
already extended to third states or which it may extend to them in
the future.

The most commonly used instrument for automatically assuring to
neyly contracting states the bemnefit of existing or future conces-
sions accorded to third states is the so-called most-favored-nation
clause. The purpose of this clause has been not to create but
to guard against the creation of a "most favored" natiom. This
clause seeks to make accessible to the contracting parties all the
adventages which either of them has granted, or at any future time
shall grant, to any third state, i.e., to the "most favored" third
state. The most-favored-nation clause has thus been used primarily
to prevent the estsblishment of diseriminations in the extending of
concessions and guaranties.

Before the American Revolution, the most~favored-nation clause
appearing in commercial treaties was not accompanied by any qualifi-
cations, i.e., no conditions were laid down concerning the circum-
stences under which benefits extended to third states would be
extended by the contracting parties to each other. In the first
American commercial treaty, that with France in 1778, this clause
was qualified so as to make the extens of most-favored-nation
treatment "freely," if the concession 2: the third state/ was
freely made, or, if the concession was "conditional," on the basis
of the conditions of that concession. Since that time, the most-
favored-nation clause has been used in itrade treaties and agreements,
sometimes with such a qualification end sometimes without it. When
the clause appeers without any qualifying stipulation, it is
described as "unconditional®; when the clause provides for compen-
sation in exchange for most-favored-nation treatment, it is
described as "conditional.®

The trade treaties which the United States entered into before
1923 generally provided for conditional most-favored-nation treat-—
ment, i.e., the United States agreed to grant most~fevored-nation
treatment in exchange for some specific concession to be received
from the other contracting power. In actual operation, the condi-
tional most~favored-nation policy was found to be a source of fric-
tion rather than an arrangement for eradicating discriminsation;
moreover, it proved to be ill-suited to a country which has a single-
column tariff. The United States finally abandoned it in 1923,
when President Harding approved adoption of the unconditional most~
favored-nation clause in future commercial treaties.

Abandonment of the conditional form was foreshadowed with the
legislative embodiment of the principle of equality of treatment in
the Tariff Act of 1922 (sec. 317, reenacted as sec. 338 of the Tariff
Act of 1930) authorizing the President to impose penalty duties on
goods imported from countries found to be discriminating against the
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commerce of the United States. & In 1923, Secretary of State
Hughes announced this Government!s new commercial practice to all
diplomatic officers. The same genersl policy, first given formal
expression in the commercial agreement negotiated with Germany in
that year, has been pursued since that time.

Under the unconditional most-favored-nation clause, any conces-
sion which the United States now extends to any foreign country
(excepting Cuba and the Philippines, for which preferences are
authorized in all trade agreements) it extends to the coumtry with
which it makes an agreement or treaty, unconditionally and without
restriction. Similarly, any concession granted by the other con-
tracting country to any third country (often with certain specified
exceptions) must be extended unconditionally and without reservation
to the United States.

8/ No action has been taken under this provision, but its presence
mgy have had a deterrent effect on discriminations against this.coun-

tryo !
' Chapter 2

LEGISLATIVE HISTORY OF AND OPERATIONS UNDER THE
TRADE AGREEMENTS ACT

1934-37

The Roosevelt administration, which came into power in 1933,
wag pledged to the reduction of the United States tariff, this bhaving
been an issue in the 1932 presidentisl campaign. On March 2, 1934,
President Roosevelt sent a message 1/ to the Congress requesting
authority to enter into executive commercial agreements with foreign
nations for the reciprocal reduction of tariffs and other trade bar-
riers. He proposed to use that authority "within carefully guarded
limits to modify existing duties and import restrictions in such a
wey as will bemefit American agriculture and industry.® He stated
that "a full and permanent domestic recovery depends in part upon a
revived and strengthened international trade®™ and that "American
exportes cannot be permanently increased without a corresponding
increase in imports." He pointed out that other governmente were
resorting increasingly to negotiated reeiprocal trade agreements and
he advocated that the United States do likewise in order to be "in a
position at a given moment rapidly to alter the terms on which it is
willing to deal with other countries.® The delegation of a lesser
degree of authority to the Executive, he stated, "would be ineffec-
tive." The executive branches of virtually all other major trading
nations, he declared, "already possess some such power." )

The President asked for the authority as "an essential step in
the program of national economic recovery which the Congress has
"elaborated" and as "part of an emergency program necessitated by

1/ H. Doc. 273 (73d Cong., 2d sess.) reproduced as appendix A.
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the economic crisis through which we are passing." He requested
that authority be granted to mske the proposed trade agreements
terminable within a period not to exceed 3 years, stating that a
shorter period "probably would not suffice for putting the program
into effect." He stated, further, that the exercise of this author-
ity "must be carefully weighed in the light of the latest information
80 as to give assurance that no sound and important Americen interest
will be injuriously disturbed" as "the adjustment of our foreign-trade
relations must rest on the premise of undertuking to benefit and not
to injure such interests." :

The reclprocal trade agreements bill was introduced at a tinme
when the United States and the other important trading countries of
the world were suffering from the severe economic crisis which had
enveloped the world in the 1930's. Under the impact of thet depres-
sion, tariff duties were generally increased throughout the world,
and multilateral trading on a nondiscriminatory basis was abandoned
by many countries. As one country after another went off the gold
standard, many currencies depreciated in value or their par was
reduced by devaluation, foreign exchange rates lost their stability,
and many currencies of the world ceased to be freely convertible into
one another.

In these circumstances, each country considered itself justified
in adopling independently of all others—and without regard to the
repercussions upon them-—any measures which seemed appropriate to
counteract pressure on its balance-of-payments position and to offset
deflationary price trends. Numerous devices, such as exchange con-
trol, quantitative trade restrictions (particularly those fixing
import quotas), increased preferences within empires, state trading,
and devaluations of currency, were employed to achieve these objec-
tives. Bilateral trading agreements were resorted to very widely,
as providing means of exchange for countries lacking adequate reserves
of gold and foreign currencies. Bilateralism also held an appeal for
countries which, like Germany, were intent upon using it for political
ends and for imposing harsh barter terms upon weaker trading nations.

Bilateralism was usually associated with a host of other discrim-
inatory trade practices, the aggregate effect of which was to disrupt
the interdependence of price structures in a large part of the world
and to cause a decline in the volume of international trade. The
trend in that direction was accentuated by the efforts of some coun-
tries to become more nearly self-sufficient in order to adjust their
economies to the purposes of aggressive warfare or to defense against
such warfare.

The general increase in tariff duties and tariff preferences and
the adoption of other trade-restrictive measures by virtually all
importent trading ocomtries operated to shrink further an inter-
national trade already declining begause of the depressicn. The
volume of world trade im 1933, as pointed out by President Roosevelt
in his message to the Congress on March 2, 1934, was only 70 per-
cent of the volume in 1929; and the corresponding value was only
35 percent, prices having fallen sharply. The decline in this coun-

— +try's foreign trade was even more precipitous. United States exports

2/ 1vid,
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in 1933 were only 52 percent of the volume, and 32 percent of the
value, of the exports in 1929; the corresponding ratios for imports
were 66 and 33 percent, respectively. Especlally serious was the
shrinkage in foreign markets for agricultural products, resulting in
accumiletion of huge stocks of these products in the United States.

The President's message of March 2, 1934, requesting authority
to enter into executive commercial agreements with foreign nations,
was transmitted to the House of Representatives simultaneously with
the administration's trade agreements bill. In general, the pro-
visions of the bill paralleled those of the message, but the bill
also contained some provisions to which no reference had been made
in the message. The most important of these was. the provision for
unconditional most-favored-nation treatment, i.e., the bill provided
that all trade concessions granted by the United States to any coum-
try should be extended (except in specified exceptional circumstances)
to all other countries.

The President's message was discussed and the administration bill
was debated at hearings before the House Ways and Means Committee and
the Senate Cormittee on Finance, in both houses of Congress, in the
press, over the radio, and in public forums. The majority and minor-
ity reports of the House Committee on Ways and Means 3/ received con-
siderable publicity. ‘

Inasmch as the trade agreements program was presented as an emer-
gency measure designed to secure foreign outlets for surplus American
products, to combat unemployment, and to revive foreign trade, con-
gressional and public debate centered principally on whether tariff
reductions were appropriate means of achieving these objectives. The
majority report of the House Committee on Ways and Means, which
strongly recommended adoption of the program, declared that there was
a direct causal relationship between the shrinkage of world trade and
the depression. It declared further that expansion of United States
exports was a prerequisite to the restoration of our prosperity.

! The minority report questioned the premises on which the message
f of the President and the majority report were based, and it enumerated
a long list of objections to the bill. The minority report expressed
4 the view that the decline in international trade was the effect rather
. than the cause of the depression, and that the importance of expor»
“ trade to the American economy had been exaggerated. That trade, in
1929, the minority .report stated, accounted for only one-tenth of the
value of total domestic production of movable goods and for only one-
' seventeenth of the national income. The minority report also
: expressed fear that the increased volume of imports which would result
tfrom reductions in duty might seriously injure certain domestic indus-
itries and thus worsen rather than ameliorate an already umstable
‘domestic situation. The proposed method of bargaining and the plan
-‘of gemeralizing concessions unconditionally were also criticized,
principally on the score that they gave no assurance that increased
purchases by the United States from an agreement country would result
in a corresponding increase in United States sales to that country.
The minority report also expressed the view that the power requested

o

3/ H. Rept. 1000 (73d Cong., 2d sess.), Mar. 17, 1934.

~

~
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The proposed trade agreements would in fact be treaties, the minority
report held, and as such would require approval by two-thirds of the
Senate.

by the Executive was excessively broad and would be mcontimtionel.(

After some 4 months of hearings and intensive debates, the Con-
gress finally passed the Trade Agreements Act, and the President
signed it on June 12, 1934. The House of Representatives had /
approved it on March 29, 1934, by a vote of 274 to 111; and the
Senate on June 4, 1934, by a vote of 57 to 33.

In formulating the purposes of the Trade Agreements Act, the
Congress explicitly declared the program to be an emergency measure
intended primarily to assist in alleviating the pressure of surplus
products on the domestic market. The primary objective, it was
stated, was to promote United States exportes by reducing barriers to,
and facilitating the increase of, United States imports contingent
upon reciprocal reductions in barriers by other countries. The
authority to enter into trade agreements under the act was initially
limited to 3 years, and the act provided that every agreement con-
eluded under it should be subject to termination at the end of not
more than 3 years after coming into effect., Reductions in duty made
under the Zt/-t. were to be limited to 50 percent of the "existing rate
of duty."

Although mueh of the support for the Trade Agreements Act came
from consumer groups, savings to consumers were not among the expressed
purposes of the act, and concessions made only with a view to such
benefits would be outside the authority of the act., To make possible
service on or repayment of foreign debts owed the United States like-
wise was not among the ends set forth in the act.

Adoption of the trade agreements program marked an important
change in American commercial policy. The program gave official
recognition to foreign trade as an important element in domestic
prosperity and in securing a well-balanced relationship among the
various components of the domestic economy. Expansion of exports
was predicated upon the expansion of imports, and finally, the prin-
ciple of nondiscrimination as between countries, through guaranty of
most-favored-nation treatment, was again given full and unreserved
expression. Application of the principle, moreover, acquired new
practical significance: for the first time it was linked with an
active tariff-bargaining policy.

5/ This language is vague, but it was obviously intended to preclude
repeated reductions by successive agreements which would result in an
aggregate reduction of more than 50 percent from the rate fixed by
existing (or future) statute or proclamation under sec. 336 of the
Tariff Act of 1930.

However, to the extent that trade agreements were employed to
secure equitable allocations of foreign exchange from debtor coun-
tries, the agreements did directly serve to facilitate service and
repayment of such debts. Moreover, any increase. in imports from a
debtor country resulting from concessions by the United States would
have that effect.




1o TRADE AGREEMENTS PROGRAM TO APRIL 1948

During the 3 years for which-the authority to make trade agree-.
ments was originally granted to the President (1934-37), 16 trade
agreements were concluded with 17 countries. The agreements were
concluded in the following order:

Cuba The Netherlands
Brazil Switzerland
Belgium and Luxembourg Nicaragua
Haiti ‘Guatemala
Sweden France
Colombia Finland

Canada Costa Rica
Honduras El Salvador

The agreement with Cuba, unlike that with any of the other coun-
tries, was preferential. Probably the most far reaching of the agree-
ments concluded during this period was the one made in 1936 with
Canada. In addition to the trade agreements consummated in this
period, negotiations (accompsnied by the usual public hearings) were
carried to a fairly advanced stage with both Spain and Itely but could
not be concluded; later both of these negotiations were formally
terminated.

1937-40

In 1937, after extensive hearings, the Congress renewed the Trade
Agreements Act in its original form for a 3-year period ending in June
1940.

The arguments advanced in 1937 for and against renewal of the
Trade Agreements Act closely resembled the arguments advanced when
the original act was under consideration. This circumstance is
explained largely on the score that the world-wide depression, though
considerably alleviated, persisted throughout the life of the original
act. Important factors other than the trade agreements program were
operating during that period to increase the difficulty--always a
formidable one——of isolating and ewvaluating the effects of the pro-
gram itself on United States import and export trade. The severe
droughts in 1934 and 1936, which affected wide areas of the United
States, had an especially important bearing on United States trade,
particularly in sgricultural products.

The period 1937-40 was one in which momentous changes occurred
throughout the world. Affected by preparation for war and actual
war sbroad and by defense activities at home, the depression in the
United States lifted: exports rose, surplus stocks dwindled, and
unemployment declined. Japan extended its zone of military opera-
tions in the Far East over a wider area. During the earlier part
of the period Germany's actions were already threatening to precipi-
tate war in Europe; by the end of the period, Germany had overrun
several countries and was obviously seeking, in alliance with others,
to conquer the world.
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Throughout 1937-40, the trade agreements program continued to be
advocated primarily as a means of promoting exports. Increasing
emphasis was placed on the purpose of securing nondiscriminatory treat-
ment for United States exports. .

During the period of the first extension of the trade-égreement
authority, agreements were negotiated with seven countries as follows:

Czechoslovakia Turkey
Ecuador Venezuela
United Kingdo: Cuba
Canada : :

.

The most important agreement in the group was with the United Kingdom.
The agreement with Canada greatly expanded and superseded the 1936
agreement with that country. The agreement with Cuba was supplemen-
,tary to the earlier agreement with that country.

1940-43

In 1940, when the Executive again requested a renewal of the
Trade Agreements Act, the European war wag the principal factor
governing this country!s foreign-trade relationships. A number of
Congressmen, as well as other persons, therefore questioned whether
continuation of a program originally conceived to promote exports and
to reduce unemployment could achieve beneficial results under the
radically altered circumstances. Secretary of State Cordell Hull,
in tesg' ing before the Senate Finance Committee on February 26,
1940, &/ sought to dispel any such doubts. He stated: .

If we were now to abandon the program, we would reduce
to practically nothing the efficacy of the existing trade
agreements as a means of safeguarding our exports from the
inroads of wartime restrictions. The need for keeping
alive the principles which underlie the trade-agreements
program is crucial now, during the war emergency, and will
be of even more decisive importance after the war. Even
a temporary abandonment of the program now would be con-
strued everywhere as its permenent abandonment. Unless
we continue to maintain our position of leadership in the
promotion of liberal trade policies, unless we continue to
urge upon others the need of adopting such policies as the
basis of postwar economic reconstruction, the future will
be dark, indeed. The triumph or defeat of liberal trade
policies after the war will, in large measure, be deter-
mined by the commitments which the nations will assume
between now and the peace conference.

- Opponents of the program rejected the thesis that it was an
instrument for promoting intermational cooperation in the field of
foreign trade. They argued that the scope of the program had been
enlarged far beyond that originally intended and that for this reason
the Congress should exercise closer supervision over its operation.

6/ U. S. Congress, Senate Committee on Finance, Extension of

Reciprocal Trade Agreements Act, Hearings on H. J. Res. 407 (76th
Cong., 3d sess.), 1940, rev., p. 16.
829946 O—49 3
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They objected particulsrly to the fact that the trade-sgreement au-
thorities had reduced not only the duties imposed by the tariff act
but also the excise taxes imposed on the importation of certain com-
modities (taxes which were held by the judieiary to be duties) in the
Revenue Acts of 1932 and 1934. They objected also to the binding of
items on the free list, to guaranteeing that no quotas would be
imposed on imports of articles covered by trade-agreement concessions,
to the binding of internal excise taxes against increase, and to
agreement not to subject certain products to internal excise taxes.
Special criticism, moreover, was made of the practice of generalizing
trade concessions in accordance with the most-favored-nation prin-
ciple, the direct consequence of which, they stated, was to inflict
serious harm on a number of domestic industries.

The administration of the trade agreements program was strongly
defended against these and other criticisms in the hearings before
congressional committees and in the debates in the two houses of Con-
gress. The unconditional most-favored-nation principle was in par-
ticular vigorously defended. The majority report of the House Com-
mittee on Ways and Means described it as the Mantithesis of the
policy of discrimination which leads to retaliation, trade wars, and
general anarchy in intermational commercial relations." 7/ This
report stated further that the principle "has not been, and should
not be, a subject of partisan controversy. It has been advocated
and applied by Republican as well as Democratic administrations.®

x| Congress again extended the Trade Agreements Act in its original
£ fom for a 3-year period ending in June 1943.

During the 3 years 1940-43, United States foreign-trade relations
were dominated prin pally by military considerations, especially after
December 7, 1941. & World-wide hostilities seriously disorganized
the economic structure of many countries, both belligerent and neutral;
commercial intercourse between enemy countries was stopped; and the
foreign trade of many neutral nations ceme under the control of either
or both of the belligerent groups.

During the period that the second renewal of the Trade Agreements
Act was in force (1940-43), the United States entered: into agreement

%7/ H. Rept. 1595 (76th Cong., 3d sess.), p- 4l.

8/ Even before the United States formally became a belligerent, it
supplied mmnitions of war under the Lend-Lease Act (March 11, 1941)
to those countries which were "actively engaged in resisting aggres-
sion." And on January 1, 1942, the United States and each of the
25 other countries comprising the United Nations not only subscribed
to the principles set forth in the Atlantie Charter (August 14, 1941)
but also pledged inter alia "to employ its full resources, military
or ‘economic, against those members of the Tripartite Pact and its
adherents with which such government is at war.®
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with the following seven cdountries: o

Canada Urugueay .
Argentina Mexico
Cuba Iran

Peru

The trade agreements with both Canade and Cuba were supplementery to
the prior agreements with those countries. That with Canada related
to only one product, silver fox furs.

1943~45

The question of further extension of the trade-sgreement authority
came up again in 1943 in the midst of the war and received greater con-
gressional support than in 1934, 1937, or 1940, ' The opponents of
extension continued to advocate that trade agreements should require
approval of Congress and to urge amendments limiting the authority of
the President in various ways. As in preceding renewals, there was
mch debate on proposals made to require use of difference in cost of
production for determining maximum reductions in duties ard to forbid
reductions in duties on agricultural imports whenever competitive
domestic products were selling below "parity" prices.

At this time, confidence in ultimate military.victory over the
Axis powers was strengthening, but it was accompanied by concern over
the unpredictable economic conditions which would confront the United
States when hostilities ended. As a consequence, proposals were
mede to relate the termination of trade agreements to the end of the
war. Another proposal was to e trade agreements revoceble by
joint resolution of Congress. 210 The act was fin renewed in
1ts original form, except for one minor amendment, but only for
a 2-year period, in contrast to the 3-yeer periods for which it bhad
previously been extended. The act was now to expire in June 1945.

9/ After the Japanese attack on Pearl Harbor in 1941, Secretary of
State Hull reveeled that on November 26, 1941, the United States had
proposed to Japan a comprehensive agreement which provided inter
alis: that Japan withdraw all militery and police forces from Chins
and Indochina; that neither the United States nor Japan support any
government or regime in China other than the National Government of
the Republic of China; that both governments give up all extraterri-
torial rights in China; and thet the United States and Japan "enter
into negotiations for the conclusion...of a trade agreement, based
upon reciprocel most-favored-nation treatment and reduction of trade
barriers by both countries, including an underteking by the United
Stetes to bind raw silk on the free list" (Degartment of State Bulle-
tin, vol. 5, Dec. 12, 1941, pp. 462-464).

;L_(_)/ U. S. Cangress, Senate Committee on Finance, Extension of
Reciprocal Trade égreements Act, Hean.ngs on H. J. Res. 111 (78th
Cong., lst sess.), 1943, rev., p. 9.

11/ This amendment is described in chapter / of this section of
the report.
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Negotiation of trade agreements during 1943-45 was, as might be
expected under war conditions, virtuelly at a standstill. Only one
new agreement, that with Iceland, was negotiated. The agreement
with Iran also came into effect during this period although it bad
been concluded previously.

1945 to Negotiations at Geneva in 1947

When the Trade Agreements Act was considered for renewal in
1945, Germany's militery operations had already collapsed, and Japan
was meeting with major reverses. With the end of hostilities imn
sight, Congress began to give serious thought to the problems of -
peace.

It was apparent that Germeny and Japean, important trading
nations before the war, would not provide large-scale exports for
some time to come. The export potentialities of other highly indus-
trialized countries also had suffered under the strain of war. In
eontrast, the United States had greatly expanded its production capac-
ity during the war and would be obliged, 1f serious economic disloca-
tions were to be avoided, to maintein high production after hostilities
ceased.

At this time the United Nations Conference in Sen Francisco
(April 25 to June 26, 1945) was laying plens for the establishment of
an organization for the maintenance of world peace. The United States
and the other countries comprising the United Nations were pledging
themselves, among other things, to cooperate in esteblishing eccnomic
conditions fevorable to maintenance of. international peace and secur-

ity. 12

President Roosevelt, in one of his last messages to Congress,
strongly recommended renewal of the Trade Agreements Act, stating
that "we cennot succeed in buil a peaceful world unless we build
an economically healthy world." L The House of Representatives
Special Committee on Post~War Economic Policy and Planning (Colmer
Committee) recommended not only renewal of the Trade Agreements Act,
but also a broadening of the President's authority under it. Congres-
sional debate was directed largely to the request of the President for
broadened authority to reduce duties amrd to certain proposed amendments
to provide for new limitations on the authority previously granted.

. Much of the Executive'!s bargaining power had been used up in the

! 11 years of negotiation under the suthority granted in the original
Trade Agreements Act. The maximum allowable reductions in duty had
been made on over 4O percent of United States dutiable imports (as of
1939), end smaller reductions had been made on more than 20 percent
fof such importe. Authority to offer additional concessions would be

i necessary, it was argued, if extensive further concessions were to be
obteined.

12/ This pledge was formally underteken when the United Natioms
Charter was signed by the United States and 49 other nations on
June 26, 1945. (Poland, one of the original members of the United
Nations, signed on October 15, 1945.)

Conj ggssional Record, vol. 91, pt. 2 (79th Cong., 1st sess. ),
Mar 26, 1945, P. 2793.
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Assistent Secretary of State Clayton, in his testimony before
the House Ways and Means Committee, emphasized the importance of
the program as a vehicle for expanding trade through private enter-
prise. Unless economic liberalism end the institution of private
enterprise are retained by the majority of nations, multilateral
trading, he asserted, is likely to be superseded by economic blocs
and systems of governmental barter, both of which would tend in the
long run to contract international trade and both of which are "con-
trary to our deepest convictions about the kind of economic order
which is most conducive to the preservation of peace."

Congress again renewed the Trade Agreements Act, this time for
& 3-year period to end in June 1948. For the first time, the act
was amended in important respects, the principal change being to
authorize the President to base tariff concessions on the rates in
force on January 1, 1945, many of which had already been reduced by,
trade agreements. A detailed description of all the amendments
made in 1945 is given in chapter 4 of this part of the report.

In the discussion which preceded the extension of the Trade
Agreements Act with authority further to reduce duties, considerable
attention was centered on the question of adequate safeguards for
domestic producers in the event of further duty reductions, espe-
cially in view of the uncertainties of the postwar period. Spokes—
men for the administration assured congressional committees that the
effort had always been made to avoid serious injury to domestic indus
tries and to afford adequate safeguards but that, going further, all
future trade agreements under the act would contein a comprehensive
"escape clause" similar to that which had been included in the trade
agreement made with Mexico in 1942. ' This clause was interpreted to
permit not only the withdrawal of a concession granted but also the
modification of a concession, by imposing quote limitations on
imports, or otherwise, when found necessary to prevent or remedy
serious injury to domestic producers. Just before the United States,
under authority of the act as amended in 1945, began tariff negotia-
tions at Geneve, the President, in Executive Order 9832, issued
February 25, 1947, esteblished the specifie requirement that in every
agreement thereafter entered into under the authoriw the act, an
escape clause of this character should be included.

Before the negotiation of the mltilateral trade agreement in
Geneva in 1947, only one new amendment was concluded under the Trade
Agreements Act as amendéd in 1945--the agreement with Paraguay signed
in September 1946 and made effective in April 1947.

'“_14./ "U. S. Congress, House Committee on Ways and Means, 1945 Exten—

ion of Reeiprocal Trade Agreements Act, Hearings on H. R. 2652,
superseded by H. R. 3240 5791;11 Cong., 1lst sess.), 1945, vol. 1, rev.,
p. 20.

15/ A fuller discussion of the "escape clamse" and Executive Order
9832 is given in chapter 4 of this sectlion of the report.




Chapter 3

THE GENEVA NEGOTIATIONS AND OTHER RECENT

INTERNATIONAL EFFORIS 10 REHABILITATE
WORLD TRADE

In November 1945 the United States Government published and
transmitted to other governments for their consideration the jocu—
ment Proposals for ansion of World Trade and loyment, L
These proposals, which were developed by a technical staff within
the Government of the United States, were intended for consideration
by an international conference on trade and employment. They called
for the establishment of an international trade organization of the
United Nations, suggested the structure for such an organization, and
laid down procedures for reducing tariffs and for abolishing, so far
as practicable, tariff preferences and nonteriff barriers to the flow
of trade between countries. On December 13, 1945, the United States
Government announced that it had followed this document up by inviting
15 other countries (Australia, Belgium-Luxembourg, Brazil, Canada,
China, Cuba, Czechoslovakia, France, India, Netherlends, New Zealand,
Onion of South Africa, Soviet Union, and the United Kingdom) to meet
with it "to prepare projects for consideration®™ by a general inter-
national conference on trade and employment and to negotiate with
each other for the reciprocal reduction of tariffs ard the elimina-
tion of tariff preferences.

The proposed tariff negotiations end the proposed charter for an
international trade organization were part of a broad program designed
to rehabilitate the world trading system, which had been largely dis-
rupted by the war, and represented the culmination of a long series
of international efforts to that end initiated by the United States
Government. The history of these efforts is briefly set forth below.

The Atlantic Charter and Lend-Lease Agreements

The Atlantic Charter, proclaimed in August 1941 by President
Roosevelt and Prime Minister Churchill, pledged their respective gov-
ernments to assist all states on equal terms (but with due regard to
existing obligations) and to obtain aceess to the trade and raw mate-
rials of the world essential to their economic prosperity. Subse-
quently all the other countries which joined the United Nations during
the continuance of hostilities joined in this pledge.

Under the lend-lease program, which became effective on March 11,
1941, the United States and various other members of the United Natioms
committed themselves to broad proposels_for the reduction of trade ‘
barriers. In article VII of each of the master lend-lease agreements
executed between the United States and various other members of the
United Nations, the governments concerned agreed that,in the final
settlement for lend-lease aid,provision should be included for agreed
action directed to the expansion of employment and of the exchange

1/ U. S. Department of State, Commercial Policy Ser. 79, pub. 2411,
1945.
16
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and consumption of goods, to the elimimation of discriminatory treat-
ment in international trade, to the reduction of tariffs and other
trade barriers, and to the attainment of the other objectives of the
Atlentic Charter.

The United Nations and Subsidiary Organizations

Chapters IX and X of the United Nations Charter, adopted in June
1945, created the Economic and Social Council, one of the main func-
tions of which is to promote international economic cooperation. 2
Subsidiary organizations of the United Nations likewise obligated
member countries to participate in various programs of economic col-
lsboration. For example, when the Food and Agriculture Organization
was esteblished, members of the United Nations agreed to cooperate,
efter the cessation of hostilities, in programs to maintain open
channels of world trade. .

The International Monetary Fund and the
" International Bank for Reconstruction
and Development

Following the Bretton Woods Conference in July 1944, the Inter-
national Monetery Fund and the International Bank for Reconstruction
end Development were created. Members of the Monetary Fund agreed,
in effect, to assist one another in reducing or avoiding monetary
disturbances and in meking the currencies of the member nations
freely convertible into one another. The resources of the Monetery
Fund were not availsble to finance capitel investments or long-term
trensactions; that type of assistence was to be rendetred by the
International Bank for Reconstruction and Development, which was

_authorized to extend credits for the purpose of promoting the post—
war reconstruction and rehebilitation of national economies and their
orderly development thereafter. )

" Proposed Charter for an International
' Trade Organization

. the war years various interdepartuiental committees, com-
posed of United States Government officials and experts having to do
with foreign—-trade policies, devoted much time to consideration of
how to reestablish world trade after the war on a multilateral basis
and how to eliminate the arbitrary restrictions, discriminations, and
barter arrangements which bad grown up in that period and during the
depression of the 1930's. These interdepartmentel committees envis-
aged the creation of an internmational trade organizetion for this.
purpose and prepared a tentative draft of a charter for such an
organization. This draft was made the subject of discussions with
representatives of the United Kingdom during the progress of the
negotiations which resulted in the "Anglo-American Financial and
Commercial Agreements" of 1945. 3/ ’

"2/ See articles 55 and 56 of the Charter of the United Natioms. ,
’l'hi/ Department of State Pub. 2439 (Commercial Policy Ser. 80), 1945.
s includes joint statements on commercial policy, lend-lease, and
other matters, as well as the Anglo-American Financial Agreement (loan
agreement), for which see also Treaties and Other International Acts

Series 1545 (Department of State Pub. 2676), 1946.
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The finsncial agreement provided not only that the United States
would extend a line of eredit (of $3,750,000,000) to assist the
United Kingdom in meeting its postwar balance-of-payments difficul-
ties, but also that the ¢wo governments would support a program
designed to promote a more rapid transition from controlled bilat~
erel to free miltilateral trading. The principles to be included
in such a program were incorporated by the State Department in the
United States Proposals for the Expansion of World Irade and Fmploy—
ment, to which reference has already been made. The British Govern-
ment declared itself to be "in full agreement on all important points
in these proposals and accepts them as a basis for international dis-
cussion.®

As the suggestion of the United States for the establishment of
an international trade organization was favorsbly received by most
members of the United Nations, the Economic and Social Council in
February 1946 undertook, on motion of the United States, to sponsor
the International Conference on Trade and Employment envisaged in
the United States Proposals. The Council set up & Preparatory Com-
mittee which was to arrange for the Conference, to draft an agenda
for its deliberations, and to prepare a draft charter for the pro-
posed organization. The 20 countries invited to serve on that com-
mittee were Australia, Belgium-Luxembourg, Brazil, Canada, Chile,
China, Cuba, Czechoslovakia, France, India, Lebanon (on behalf of
the Lebanon-Syrian Customs Union), the Netherlands, New Zealand,
Norway, the Union of South Africa, the Soviet Union, the United
Kingdom, and the United States. This list comprised the 15 coum-
tries which the United States had originally invited to participate
in a trade conference plus 4 others (Chile, Lebanon, Syria, and
Norway). All except the Soviet Union accepted the Council!s invi-
tation.

The first session of the Preparatory Committee convened in
London in October 1946. In preparation for this meeting, the United
States Department of State issued in September the document Suggested
Charter for an International Trade Organization of the United Nations.
This document, which was adopted as a basis for discussion at the
London conference, was an elaboration of the Proposals for Expansion
of World Trade and Employment issued earlier. The draft charter
which emerged from the London session wes a substantial revision of
the suggested charter and in particular included an entirely new
chapter on economic development. With respect to certain articles
of the suggested charter, however, no decision was reached.

Before the close of its first session the Preparatory Committee
appointed a drafting committee to make further alterations in the
draft charter. As a result of the labors of this drafting committee
in New York during January-Februery 1947, there emerged the New York
draft, which was taken as a basis for discussion at the second sessim
of the Preparatory Committee which met in Geneva in April 1947. At
that meeting, after more than 4 months of discussion and a series of
compromiges, a new draft embodying meny alterations and changes was

"Proposals on World Trade and Employment: Joint Statement by
the United States and the United Kingdom," Department of State Bulle—
tin, vol. 13, Dec. 9, 1945, p. 912 (State Depertment Press Release
No. 905, Dec. 5, 1945).
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prepared for submission to the United Nations Conference on Trade
and Employment which met in Habana, Cuba, on November 21, 1947.

The Conference completed its work March 24, 1948, after making fur-
ther revisions and completing the charter.

Trade Negotiations at Geneva in 1947

The United States invitation issued in December 1945 to 15 coun-
tries was not only to prepare projects for consideration by a general
international conference on trade and employment but also to negoti-
ate, both with the United States and with each other, for the reduc-
tion of tariffs and the elimination of tariff preferences on specific
commodities.

The Preparatory Committee, at its first session in London,
adopted a resolution recommending to the governments concerned that
the tariff negotiations to which the United States had issued invita-
tions be held under the sponsorship of the Preparatory Committee as a
part of its second session. It also recommended procedures for
carrying through the negotiations in such a way as to give effect "to
certain provisions of the charter of the International Trade Organi-
zation by meens of a generel agreement on tariffs snd trade among the
members of the Preparatory Committee." These recommendations
vere accepted; accordingly tariff negotiations were conducted at
Geneve (April-October 1947) as a part of the second session of the
Preparatory Committee for the United Naticms Conference on Treade and
Employment. )

The results of the negotiations on tariff and tariff preferences
were included in & Genersl Agreement on Tariffs and Trede, which also
included general provisions, most of them similar to the correspond-
ing provisions in the Gemeva draft the proposed Charter for an
Internationel Trade Organization. &  The negotiations, however,
were conducted largely on a bilateral basis. The United States, for
example, conducted separate negotiations with each of the other coun-
tries represented on the Preparatory Committee. The 19 countries
(including the United States) on this Commitiee commenced negotia-
tions with each other as 16 so-called negotiating units, one of these
being the Benelux Customs Union (Belgium, Luxembourg, and the Nether-
lands) and another the Lebanon-Syrian Customs Union.” During the
course of the negotiations, however, the number of negotiating units
wes increased by four: Burma, Ceylon, and Southern Rhodesia, for
whom negotiations were initially conducted by the United Kingdom,
and Pakistan, which came into existence during the course of the
negotiations. Thus, in all, 23 countries, including the United

e e

eport irst it £ the

United }la_‘g_igs Confexrence on Trade and Employment, London, 1946, p. 48.

6/ The primary purpose »se of the general provisions in the General
Agreement, as well as of the general provisions in trade agreements
made under the Trade Agreements Act prior to the Geneva negotiations,
was to safeguard the tariff concessions made in the agreements.
The general provisions in irade agreemenis are dlscussed in chapter 6
of this part of the report.

822946 O—49—4
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States, signed the final sct authenticating the text of the General
Agreement on Tariffs and Trade. So far (April 1948), however, omly
9 countries have signed the Protocol of Provisional Application and
put the agreement into effecti provisionally, subject to termination
on 60 days' written notice. Z/

The principal reason advanced for conducting tariff negotia-
tions simultaneously with a number of countries was that such pro-
cedure seemed to give promise of securing a greater and more prompt
relaxation of trade barriers the world over than would be possible
under the trade-agreement procedures previously employed. It was
thought that the willingness and ability of individual countries to
reduce trade barriers, eliminate preferential and other discrimina-
tory trading practices, and renounce barter arrangements would gen-
erally depend on the willingness of others to take corresponding
action and that simultaneous negotiations would provide an opportun-
ity for each participating country to exploit its bargaining posi-
tion more fully in dealing, for example, with two or more countries .
interested in a concession on the same or similar terms. Moreover,
it was believed that the proposed negotiating procedure would facili-
tate simultaneous change in duties on related items in the tariff
schedule, a practice not gemerally possible in ordinary bilateral
negotiations. It was recognized, however, that the simalteneous
negotiation procedure had certein disadvantages, the principal one
being that successful negotiation by each pair of countries might
be contingent upon the success of the negotiations as a whole.

So far as the United States was concerned, the negotiations
conducted at Geneva were under the authority of the Trade Agreements
Act, as amended, and in accordance with the procedures established
thereunder. As a necessary preliminary to participation in these
negotiations, the United States Department of Stete amnounced for-
mally in November 1946 that the United States intended to partici-
pate in the aforementioned trade negotiations in Geneva in the fol-
lowing year. The formal public announcement contained a list of
the items in the United States tariff schedule or which this Govern-
ment was prepared to consider granting tariff concessions.

Public hearings were conductgd in Washington, D. C., from
Jenuary 13 to Jamuary 31, 1947, &/ for the purpose of giving inter-
ested parties an opportunity to meke representations concerning the
proposed negotiations. Actual trade negotiations began in Geneva
on April 10, and continued until October 30, 1947, when the final
act authenticating the multilateral agreement was signed by the
United States and the other participating countries. The manner
in which the negotiations were conducted and the results of the
negotiations are described in later sections of this report.

gj This protocol is discussed in chapter 6 of this part of the
reporte Czechoslovakia, the tenth nation to sign, did so on
March 21, 1948, putting the agreement into effect provisionally on
April 21, 1948, ‘

8/ Supplementary hearings were also held in Washington, D. C., on
February 6 and on March 20, 1947.



Chapter 4

LEGISLATION AND EXECUTIVE ORDERS PERTAINING
TO TRADE AGREEMENTS

‘Trade Agreements Act of 1934

The original Trade Agreements Act, Y which went into effect
June 12, 1934, was an amendment to the Tariff Act of 1930. That
amendment became section 350 under title III, part III, of the tariff
act, a part entitled "Promotion of Foreign Trade."

The Trade Agreements Act, according to its preamble, was enacted
"for the purpose of expanding foreign markets for the products of the
United States.® This purpose was sought—

as a means of assisting in the present emergency in restor-
ing the American standard of living, in overcoming domestic
unemployment. and the present economic depression, in increas-
ing the purchasing power of the American public, and in
establishing and maintaining a better relationship among
various branches of American agriculture, industry, mining,
and commerce . . .

The expansion of foreign trade was to be accomplished—

by regulating the admission of foreign goods into the United
States in accordance with the characteristics and needs of
various branches of American production so that foreign mar-
kets will be made available to those branches of American
production which require and are capable of developing such
outlets by affording corresponding market opportunities for
foreign products in the United States . . -

To carry out the purpose of the act by the prescribed means, the
Congress authorized the President of the United States—

(1) To enter into foreign trade agreements with foreign
governments or instrumentalities thereof; and (2) to
proclaim such modifications of existing duties and other
import restrictions, or such additional import restric-
tions, or such continusnce, and for such minimum periods,
of existing customs or excise treatment of any article
covered by foreign trade agreements, as are required or
appropriate to carry out any foreign trade agreement that
the President has entered into hereunder.

Authority was conferred upon the President to enter into trade
agreements under the aet—

1/ Public Law 316 (73d Cong., 2d sess.). (See a.ppendii B.)
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whenever he finds as a fact that any existing duties or
other import restrictions of the United States or any
foreign country are unduly burdening and restricting
the foreign trade of the United States . . .

The President's authority to proclaim changes in United States
duties or other import restrictions was circumseribed by three spe-
cific limitations: .

(1) No rate of duty could be increased or decreased by
' more than 50 percent of the "existing" rate.

(2) No article could be transferred between the free
and dutiable lists.

(3) Duties proclaimed under authority of the act were
~ to apply to imports from all countries, except
that the President was suthorized to withhold
trade concessions from countries which either
discriminate sgainst American commerce or pur-
sue policies which tend to def?t the purposes
of the Trade Agreements Act. 2

The act specifically provided that trade agreements with coun-
tries other than Cuba should not prevent continuance or modification
of the long standing preferential trade reletions existing between
the United States and Cuba. United States rates of duty appli-
cable to imports from Cuba could be increased or decreased, in
accordance with an agreement with that country, by as much as 50 per-
cent.

Procedural limitations impbsed upon the President required that
before he should conclude a trade agreement under authority of the
act—

(1) reasonable public notice of the intention to nego-
tiate an agreement . . . shall be given in order
that any interested person may have an opportunity
to present his views to the President, or to such
agency as the President may designate . . .

(2) the President shall seek information and advice with
respect thereto from the United States Tariff Com-
mission, the Departments of State, Agriculture,
and Commerce, and from such other sources as he
may deem appropriate.

The act provided that every trade agreement made under its
authority should be subject to termination, upon due notice to the
foreign government concerned, at the end of not more than 3 years
from the effective date of the agreement. If not then terminated,

g/ Under suthority of this provision, trade-agreement concessions
were withheld from Germeny and, for a short time, from Australia.

2/ First provided for by the treaty of commercial reciprocity con-
cluded between the United States end Cuba in 1902,
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the agreement would be subject to subsequent termination upon not
more than 6 months! notice. The President's authority to enter into
trade agreements was limited to a 3-year period dating from enactment
- of the law.

Extensions of the Trade Agreements Act

The Trade Agreements Act was renewed by joint resolutions of
Congress in 1937, 1940, and 1943. 6/ The first two of these
extensions were for 3-year periods and the third extension was for
2 years, No other changes were made in the provisions of the
original act, except that the renewal in 1943 specificelly included
toperations of international cartels" among the acts of a foreign
country which would provide the President with & basis for withhold-
ing from that country trade-agreement concessions which would other-
wise be extended to it.

VWhen the Trade Agreements Act was renewed by the Congress in
1945, again by joint resolution, 7/ it was amended in important
respects. The principal modification was a change in the base upon
which ‘the maximum permissible changes in tariff rates would be cal-
culated. Whereas under the original Trade Agreements Act any duty
could be increased or decreased by 50 percent of the "existing rat«e,"§/
under the 1945 extension of the act the same maximum percentage change
could be applied against whatever rate was in existence on January 1,
1945 (including even a rate temporarily suspended by act of Congress).
Thus, if a rate had already been reduced by 50 percent,it could be
reduced an additional time by 50 percent, or 75 perceat below the
original rate. However, if the rate in effect on that date was an
"emergency" rate such as was established for a number of commodities
by trade agreements made during the war, any further change was to
be calculated on the basis of the postemergency rate. Furthermore,
whenever the United States reserved the ungualified right, under
provisions of a trade agreement, to withdraw or modify a rate on a
specific commodity after the termination of war or an emergency,

_"the rate on such commodity to be considered as 'existing on

January 1, 1945' . . . shall be the rate which would have existed

if the agreément had not been entered into." The 1945 amendment
also provided that no agreement could be proclaimed which had alreedy
been terminated in whole by the President before enactment of the
amendment.

Another provision of the 1945 amendment added the War and Navy
Departments to the group of Government agencies from which the
President is required to "seek information and advice" with respect
to foreign trade agreements.

Public Res. 10 (75th Cong., 18t sess.), 1937.

Public Res. 61 (76th Cong., 3d sess.), 1940.

Public Law 66 (78th Cong., lst sess.), 1943.

Public Law 130 (79th Cong., 1lst sess.), 1945, reproduced as
ppendix C.

_/ See footnote 4, ch. 2.

kﬂ@&%
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Executive Order 9832

'ebruary 25, 1947, the President issued Executive Order

9832, the purpose of which, according to the Presidential state-
ment __./ which accompanied it, was to formalize and make mandatory
certain existing trade-agreement procedures and to change certain
of those procedures, in order to make "assurance doubly sure that
American interests will be properly safeguarded." The statement
reaffirmed the administration's faith in the "Cordell Hull Recipro-
cal Trade Agrevments Program" and explained that the provisions of
the Executive order did ™ot deviate from the traditional Cordell
Full principles.”

General escape clause

The provision of the order particularly designed to safeguard
American interests is that requiring insertion in all future trade
agreements of a so-called escape clause under which the United
States reserves the right to withdraw (under specified circum~
stances) a concession which causes or threatens serious injury to
domestic producers. Such a clause was in fact contained in the
trade agreement with Mexico signed December 23, 1942.

Under the mandatory escape clause, a trade-agreement concession
on any article may be withdrawn, in whole or in part, or modified,
to the extent and for such time as may be necessary, whenever all of
the following conditions are presemt:.

(1) Imports of the articles have increased.

(2) This increase has resulted from the concession and
from developments mmforeseen® at the time the
agreement was consummated.

(3) The increase has been in such quantity and under
such conditions as to cause, or threaten, serious
injury to domestic producers of like or similar
articles.

The Executive order designates the Tariff Commission as the
agency responsible for determining when the aforementioned condi-
tions exist. The Commission is required to conduct investigations
for that purpose upon the request of the President, upon its own
initiative, or upon application of an interested party "when in the
Judgment of the Tariff Commission there 1s good and sufficient rea-
son therefor.® Whenever the Commission shall find, as a result of
such investigation, that serious injury is being caused or threatened,
the Commission is required to report its finding to the President and
to recommend, for his consideration in the light of the public inter—
est, withdrawal or modification of the concession.

9/ Reproduced as appendix D, -
10/ Reproduced as appendix E.
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In the conduct of investigations, the Commission is required to
hold public hearings; to give reasonable advance notice thereof to
the publie; and to afford reasonable opportunity for interested
parties to be present, to produce evidence, and to be heard at such
hearings. The Tariff Commission is instructed to prescribe from
time to time the rules and regulations governing investigations and
hearings. Lt/

The Executive order also requires the Commission to keep informed
at all times on the operation and effect of trade-agreement provisions
relating to duties or other import restrictions of the United States
and to submit to the President and the Congress, at least once a year,
a factual report on the operation of the trade agreements program.

" The present report, which is made in compliance with the Executive
order, is the first comprehensive report covering the program as a
whole. i

Interdepartmental Committee on Trade Agreements

Part II of Executive Order 9832 designates an Interdepartmental
Committee on Trade Agreements (usually referred to as the "Trade
Agreements Committee") to act as the agency through which the Presi-
dent should seek information.and advice from Government agencies
before concluding a trade agreement and prescribes the procedures
which shall be followed in making such an agreement. For the most
part the Executive order formalizes the organization (including an
interdepartmental committee on trade agreements) and general proce-
dure which has been followed since enactment of the original Trade
Agreements Act. Membership of the Trade Agreements Committee has
changed from time to time, but most of the departments which were
originally represented on it continue to be represented on it
under the Executive order, which names as members a Commissioner of
the Tariff Commission and persons designated from their respective
agencles by the Secretaries of the Departments of State, Treasury,
War, Navy, Agriculture, Commerce, and Labor. The War and Navy
Departments were first represented on the Trade Agreements Committee
on July 5, 1945, as provided in the extension and amendment of the
Trade Agreements Act on that date. The representative of the State
Department had always served as Chairman of the Trade Agreements Com—
mittee and under Executive Order 9832 continues to serve in the same
capacity.

The Executive order allocates among the Departments represented
on the Trade Agreements Committee responsibility for carrying out
various phases of the work involved in the negotiation of trade agree-
ments. For the most part, the order in this respect formalizes
practices which had already been in use. The Tarift Commission is re-
quired to submit to the Trade Agreements Committee a digest of the
facts relative to the production, trade, and consumption of each import
item considered by that Committee for inclusion in a trade agreement;
to estimate the probable effect of granting the concession; and to
describe the competitive factors involved. The Tariff Commission is

See U. S. Tariff Commission, Procedure end Criteria With

1/
Respect to the Administration of the "Escape Cleuse" ade e—
ments, 1948 /processed/. ‘
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required to publish these digests, excepting only those parts contain-
ing confidential material. The Department of Commerce is assigned
corresponding functions with respect to United States export items
considered for inclusion in a trade agreement, but the Department of
Commerce is not required to publish its digests.

It is provided that the Trade Agreements Committee shall make
such recommendations to the President——rather than to the Secretary
of State as previocusly-——"relative to the conclusion of trade agree-
ments, and to the provisions to be included therein, as are con-
sidered appropriate to ecarry out the purposes® set forth in the
Trade Agreements Act as amended. These recommendations are to be
made after the Committee has considered and analyzed all information
available to it, including the information submitted by the Tariff
Commission and the Department of Commerce and the views of interested
persons which have been presented to the Committee for Reciprocity
Information and submitted by that Committee to the Trade Agree-
ments Committee. This procedure is substantially in continuation
of that previously followed by the Trade Agreements Committee.

There is, however, one important innovation. If any recommendation
of the Trade Agreements Committee does not have unanimous approval,
the dibssenting member or members are required to submit to the Presi-
dent a report "giving the reason for their dissent and specifying the
point beyond which they consider any reduction or concession involved
cannot be made without injury to the domestic economy."”

Most-favored-nation treatment of United States exports

Part III of Executive Order 9832 requires that each trade agree-
ment shall contain "a most-favored-nation provision securing for the
exports of the United States the benefits of all tariff concessions
and other tariff advantages hereafter accorded by the other party or
parties to the agreement o any third cowntry. This provision shall
be subject to the minimum of necessary exceptions and shall be
designed to obtain the greatest possible bemefits for exports from
- the United States.® The Trade Agreements Committee is instructed to
keep informed of discriminatioms by any country against United States
trade and, "if the public interest will be served thereby," to recom-
mend to the President that trade-agreement concessions be withheld
from such country. )

This Committee, whose composition and function are described
in chapter 5 of this part of the report, was created by Executive
Order 6750, dated Jume 27, 1934 (see appendix F), The Committee
remained under the jurisdiction of the Executive Committee on Commer-
cial Policy (also described in chapter 5) until July 1939, when
jurisdietion was transferred to the State Department under Executive
Order 8190 (appendix G). Executive Order 6750 was again amended,
principally to provide for an enlarged membership, by Executive Order
9647, dated October 25, 1945 (appendix H). .



Chapter 5

ADMINTSTRATIVE ORGANIZATION AND PROCEDURE

Executive Committee on Economic Foreign Policy

Although interdepartmental activities in connection with the
administration of the Trade Agreements Act are centered in the Inter-
departmental Committee on Trade Agreements, reference should first be
made to the Executive Committee on Economic Foreign Policy (formerly
the Executive. Committee on Commercial Policy). The major functions
of the Executive Committee are to assist in formulating and coordi-
nating our Government's foreign economic policy. When this Commit—
tee was created by Executive Letter of November 11, 1933, ¥/ its
membership consisted of representatives of the Tariff Commission,
the National Recovery Administration, and the Departments of State,
Treasury, Commerce, and Agriculture. It was this Committee which
assumed chief responsibility for the preparation of the original
draft of the legislation culminating in the Trade Agreements Act
and, subsequently, for making the initial recommendations regarding
machinery for its administration.

The primary functions of the Executive Committee have not
changed, but its membership has been modified and enlarged from
time to time. Its present membership includes representatives
from the Departments of State, Treasury, Agriculture, Commerce,
Interior, Labor, National Military Establishment, National Security
Resources Board, and the Tariff Commission. Other agencies also
are consulted by the Committee when problems of particular interest
to them are under conslderation. It tekes no direct part in the
administration of trade-agreement legislation, this function having
been assigned (under Executive Order 9832) to the Interdepartmental
Committee on Trade Agreements. The Executive Committee on Economic
Foreign Policy, however, does act in an advisory capacity in connec-
tion with matters of general policy which may be referred to it from
time to time by the Trade Agreements Committee and the Committee on
Reciprocity Information.

Interdepartmental Committee on Trade Agreements

Organization

Section 4 of the Trade Agreements Act of 1934 prescribed that
before concluding any trade sgreement—

This Committee Wwas contimued by Executive Orders 6656 (March 27,
1934) and 7260 (December 31, 1935) and Executive Letter of April 5,
1944-0 :
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the President shall seek information and advice with
respect thereto from the United States Tariff Commis-
sion, the Departments of State, Agriculture, and Com-
merce and from such other sources as he may deem
appropriate. .2./

The Interdepartmentel Committee on Trade Agreements (or the
Trade Agreements Committee as it is usually called) was established
shortly after the passage of the Trade Agreements Act for the pur-
pose of supplying such "information and advice.®™ TUnder this pro-
vision, the Trade Agreements Committee collects, sifts, and collates
information obtained from Government agencies and from other sources
with a view to making recommendations to the President and otherwise
assisting him In the conduct of trade-agreement negotiations. The
Trade Agreements Committee originally included members not only from
the agencies specified in the act, but also from the Treasury Depart-
ment, the Office of the Special Adviser on Foreign Trade, the National
Recovery Administration, and the Agricultural Adjustment Administra-
tion. During the war, the Board of Economic Warfare and the Office
of Price Administration were represented on the Committee. The
present membership (April 1948) includes representatives from the
Departments of State, Commerce, Agriculture, Treasury, Army, Navy,
and Labor, and from the Tariff Commission. The Trade Agreements
Committee has always made a practice of consulting Government depart-
ments and agencies which were not members of the Committee when
matters of interest to them were under consideration.

A representative from the State Department has always served as
chairman of the Committee. This representative has been the Chief
of the State Department's division which supervises trade-agreement
matters. That division, established in 1935 as the Division of
Trade Agreements, became in 1944, after a serles of changes in name,
the Division of Commercial Policy.

Only one member from each agency has & vote on the Trade Agree-
ments Commitiee. Decilsions are by a simple majority of the members
present and voting. Dissenting members have always been free to
submit minority reports to the Secretary of State and even to the
President; Executive Order 9832 (February 1947) requires dissenting
members to submit them to the President. Members must not only set
forth the reasons for their dissent, but they must also specify "the
point beyond which they consider any reduction or concession
involved cannot be made without injury to the domestic economy."

Functions and subcommittees

The Trade Agreements Committee is responsible for recommending
to the President specific trade agreements, for framing their .
detailed content, and for directing and supervising the whole trade
agreements program. In turn, the Trade Agreements Committee has
the aid of a number of subcommittees whose work it supervises.

2/ TWhen the Trade Agreements Act was extended in 1945, the War and
Navy Departments were added to the above list.
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The most important subcommittees are the so-called country com-—
mittees. One of these is appointed whenever an agreement with some
particular country is taken under active consideration. Like the
Trade Agreements Committee, the country committees are interdepari~
mental and their members are designated by their respective agencies.
Serving on each of these subcommittees are members from the Depart—
ments of State, Commerce, and Agriculture, and from the Tariff Com—
mission.

The country committee for any given country analyzes the mass
of information supplied by the various Government agencies, together
with that supplied by private parties through the Committee for Reci-
procity Information. On the basis of the information gathered, it
makes specific recommendations to the Trade Agreements Committee on
the content of the proposed trade agreement. Country Committees
function not only during the period of preparation for negotiation
of agreements, but also during the actual negotiations.

At times the Trade Agreements Committee has established subcom-
mittees other than the country committees, including the so-called
commodity subcommittees. These latter subcommittees have supplied
technical and teriff information on the more important groups of com-
modities and have estimated the effects on the domestic economy of
granting (or of receiving) trade-agreement concessions on such com-
modities. The commodity subcommitiees have been organized on the
same interdepartmental basls as the country committees. The Trade
Agreements Committee has also at times referred special problems to
subcommittees of its omn members.

Committee for Reciprocity Information

Section 4 of the Trade Agreements Act provides that before the
President shaell conclude an agreement with any foreign government
under authority of that act—

reasonable public notice of the intention to negotiate

e « o shall be given in order that any interested per-
son may have an opportunity to present his views to the
President, or to such agency as the President may desig-
nate, under such rules and regulations as the Presidemt
msy prescribe.

In conformity with the above provision, the Presidemnt created
the Committee for Reciprocity Information on June 27, 1934. This
is an interdepartmental committee on which the agencies represented
are generally the same as those on the Trade Agreements Committee.
Most persons designated to serve on the Trade Agreements Committee
are also designated to serve on the Committee for Reciproeity Infor-
mation. The agency representsation on the latter Committee has

3/ Executive Order 6750, June 27, 1934. See appendix F.
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therefore been changed from time to time. 5/ Each agency ordinarily
designates one or two representatives to serve on this Committee, but
on two occasions-—once before the negotiations with the United King-
dom in 1938 and again before the negotiations with the group of
nations at Geneva in 1947-—each agency appointed several representa-
tives. These appointments were made to permit simultaneous hearings
before a number of panels. - The chairman of the Committee for Reci-
procity Information is designated by the Secretary of State. Since
the inception of this Committee, the Secretary has regularly appointed
to this post the Vice Chairman of the Tariff Commission.

The primary functions of the Cormittee for Reciprocity Informa-
tion are to provide an opportunity for 21l interested parties to
present their views on proposed trade agreements and to see to it
that those views are brought to the attention of both the members
of the country committee concerned and the Trade Agreements Committee.
For these purposes, the Committee for Reeciprocity Information publicly
announces the dates for filing briefs and the dates on which public
hearings will be held; it acts as a depository for the briefs; it
conducts the formal hearings at which oral presentations are made;
it digests and classifies all the information contained in briefs
and presented orally; and it forwards to the appropriate committees
all the information and material it collects, in both the original
form (briefs and transcripts of hearings) and abstracted form.

The Committee for Reciprocity Information employs a full-time
secretary to take care of correspondence, to supervise the mainte-
nance of files, and to channel information between interested private
parties and appropriate persomnel of the trade agreements organiza-
tion. TWhere circumstances warrant, the secretary of the Committee
for Reciprocity Information also arranges for informal conferences
between private parties and the Committee or members of it, particu-~
larly regarding the operation of existing trade agreements.

4/ Executive Order 6750 provided that membership of the Committee
for Reciprocity Information should be composed of appointees desig-
nated from their respective agencies by the Secretaries of State,
Agriculture, and Commerce, the National Recovery Administrator, the
Cheirman of the Tariff Commission, the special adviser to the Presi-~
dent on foreign trade, and the heads of such other Federal Depart-
ments or offices as may be named from time to time by the Executive
Committee on Commercisl Policy. Executive Order 8190, July 5, 1939
(appendix G), which placed the Committee for Reciprocity Information
under jurisdiction of the State Department, continued the arrange-
ment whereby the Executive Committee on Commercial Policy designated
members to the Committee for Reciprocity Information. Executive
Order 9647, October 25, 1945 (appendix H), specified that members
should be designated to represent their respective agencies by the
Chairman of the United States Tariff Commission, by the Secretaries
of State, Treasury, War, Navy, Agriculture, and Commerce, end by
heads of ‘such other agencies as the Secretary of State may designate
upon the recormendation of the Committee.
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Procedure Followed in Negotiating Agreements

The various steps teken in the negotiation of a trade agreement
are set forth below in the same sequence in which they generally
occur. Some of the steps, however, overlep others in whole or in
part.

Preliminary exploration

Before a trade agreement can be negotieted, the United States
and the other country concerned must come to a tentative understand-
ing that a basis for such an agreement exists. Conversations loock-
ing toward a trade agreement mey be initiated either by the United
States or the other country concerned; such conversations ordinarily
take plece through the regular diplomatic chamnels. Sometimes the
foreign country does not understand the nature of the trade agree-
ments into which the United States is prepared to enter. If the
foreign country is unable or unwilling to negotiate within the limi-
tations imposed by the Trade Agreements Act or is unwilling to grant
to the United States unconditioral most-favored-nation treatment snd
to receive concessions from the United States on a basis of their
extension to all other countries, these preliminary conversations
reveal the misunderstanding, and no further effort is directed toward
negotiating an agreement at that time. On the other hand, if the
preliminary conversations give evidence of the desire and ability of
both countries to proceed to negotiation of an agreement, the Trade
Agreements Committee appoints a country committee to make a detailed
examination of all factors pertinent to such a negotiation.

Immediately upon being organized, the country committee requests
the Commerce Department to supply information on past United States
exports to the country in question, and requests the Tariff Commis-
sion to supply corresponding informetion on past United States imports
from that country. The country committee then analyzes these data
in the light of all other factors known to it which are pertinent to
the future composition and megnitude of the trade between the two
countries; after that, the commitiee preperes a tentative list of
United States export articles on which the United States Government
should request concessions of the foreign country, and a correspond-
ing list of the import articles on which the United States should
consider granting concessions to that coumntry. The cowmntry commit-
tee then submits its report to the Trade Agreements Committee,
together with its recommendation concerning the desirebility of seek-
ing an agreement with the cowntry in question.

On the basis of the report and recommendations received from
the country subcommittee, the Trade Agreements Committee mey decide
for or against proceeding with negotiations, or it may request addi-
tional informetion from that subcommittee before making its deecision.
For example, if the Trade Agreements Committee concludes that the
United States is not likely to obtain concessions equivalent to
those which it would be obliged to grant or if it learms that the
foreign country is no longer interested in an agreement, the Committee
recommends to the State Department that no further steps be teken to
effect an agreement. On the other hand, if a balanced agreement
appears possible, the Trade Agreements Committee transmits to the
President a recommendation that formal negotiations be wmderteken,
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and accompanies that recommendation with two tentative lists of items:

those on which concessions might appropriately be asked of the foreign -
country and those on which concessions might be granted by the United
States.

In the preparation of the list of commodities on which the United
States might consider the grant of concessions, the country committee
and the Trade Agreements Committee carefully consider both the compe-
tition between imports and domestic goods and the past and probable
future sources of imports of the commodities. It is the general
policy, in an agreement with any given country, not to grant a con-
cession unless that country has been or is likely to become the prin-
cipal, or at least a major, source of imports of the commodity. 74
Statistics on past imports are examined and any facts polnting toward
a change in the sources of the imports are weighed.

After the proposal to negotiate is approved by the Secretary of
State and the President, formel discussions with the foreign country
are instituted. If that country is willing to negotiate, the first
step is to reach an agreement with it on the list of articles on
which the United States will tentatively consider granting conces-
sions. Often the foreign country asks that more (sometimes many
more) articles be included in the list than are included in it ini-
tislly. These requests for additiocnal listings are considered by
the United States trade-sgreement organization in the light of the
principles on which the original list was based; some of the requests
for listing mey be granted and others refused. The foreign country
is always given to understend that the inclusion of an item in the
1list for negotiation implies no assurance that a concession will
actually be mede on it.

After the final determination as to what articles shell be
listed as potential subjects for concessions by the United States,
the Secretary of State gives formal notice of the intention of the
United States to megotiate an agreement with the foreign cowmtry.

Public notice

In advance of negotiating a trade sgreement with any coumtry,
the public is given notice of the Government's intentlon to negotiate,
is advised of the list of import articles on which the United States
will consider granting concessions, and is invited to supply the
Government with any information that may be useful to it in the con-
duct of the negotiation.

Formal notice of intention to negotiate is made by the Secretary
of State; it is published in the Federal Register and in other

In view of the fact that any concession by the United States is
extended to all countries (wmless withheld by the President for rea-
sons specified in the Trade Agreements Act), the reason for this
policy is obvious. Since only the country with which the particular
agreement is negotiated grants direct concessions in compensation for
a concession by the United States, this policy conserves the bargain-
ing power of this country, seeking to assure maximm compensation for
the concessions granted. ~
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Government publicatioms; é/ and it is issued to the press in order

to assure rapid and widespread publicity through newspapers and radio
broadcasts. At the same time, the Committee for Reciprocity Infor-
mation announces the form and memner in which briefs msy be submitted
by interested parties, the final date for filing them, and the date
or dates on which public hearings will be held. At least 6 weeks!
notice is ordinarily given for the filing of briefs; public hearings
usually commence 1 week after the closing date for filing.

Before 1937, the formal announcement of a proposed trade agree-
ment was accompanied merely by a list of the principal items of
imports from the foreign country concerned. This list was provided
to give an indication of the classes of articles from which "conces-
sion items" were likely to be selected, but concessions were some—
times granted on minor items not appearing on that list. Since
1937, the above list has been replaced by & so—-called public list on
which appear all the import items on which the grant of a concession
will be considered. This practice serves to notify those industries
whose products are not on the list that they will not be directly
affected by the negotiations; it is primerily for the convenience
of such industries. Foreign governments do not follow a correspond-
ing practice. When the public list is issued interested parties are
clearly informed that the inclusion of an item in the list is no
indication that a concession will actually be made with respect to it.

A supplementel public list may be issued only when it is attended
by the same formalities as the original public list, including notice
as to the submission of briefs and the holding of public hearings.
While no item which does not appear on the original or supplementel
public list may be considered for a trade-agreement concession, many
of the items so listed may prove—on the basis of detailed study of
information conteined in briefs or developed at public hearings or
in the process of negotiations—to be umsuitable for a concession or
to be suitable for a concession on only some subgroup of the item.

The Department of Commerce and the United States Tariff Commis-
sion give extensive publicity to the public list and also to the
announcements made by the Department of State and the Committee for
Reciprocity Information concerning the contemplated negotiations.
Publications and announcements by all these Government agencies are
sent to trade associations, trade publications, concerns, and indi~
viduals who are likely to be interested.

As quickly as possible after the announcement of the intention
to negotiate, the United States Tariff Commission mekes available to
the Trade Agreements Committee and the cowmtry committee concermed
a digest of the availsble information on each of the articles appear-
ing in the public list. Before 1947, these digests were for the
confidential use of these committees, although the digests regarding
articles on which concessions were actually granted were usually made
available to the public after the agreement was concluded. However,
shortly before the public hearing in Washington commenced on
January 13, 1947, on the proposed trade agreement to be negotiated

6/ Executive Order 9647, October 25, 1945, specified publication

in the Federal Register, Department of State Bulletin, Treasury
Decisions, Foreign Commerce Weekly, and issuance +to the press.
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with the "nuclear® greup of eountries in Geneva, the Tariff Commission
published and distributed the digests of information (excluding confi-
dential information) on each item in the published list.

Public distribution of digests before the negotiation of agree-
ments gives domestic interests & kmowledge of the primary data on
which concessions by the United States may be based. It also makes
the same information available to the foreign negotiators and thus
enables them better to adapt their requests to the facts of United
States production and trade. Since foreign governments, on the other
hand, have not followed the practice of publishing in advance of nego-
tiations digests of information on their import items or even a list
of import items on which concessions will be considered, American
negotiators have a wider latitude in requesting concessions but less
information as to the specific articles on which foreign governments
will consider granting concessions.

Steps in negotiations

After the public hearings, the Committee for Reciproeity Informa-
tion distributes to its members the tramscripts of the hearings, in
both their originel and abstracted forms. These members——most of
whom also serve on the Trade Agreements Committee—meke this material
aveilabie to the country committee in question and to other interested
subcommi ttees.

The country committee examines this material, together with
digests prepared by the Tariff Commission and the data received from
various Government agencies, particularly the Departments of Agricul-
ture and Commerce., On the basis of the information thus acquired,
the country committee prepares two lists for the consideration of
the Trade Agreements Committee. One list comprises the concessions
(names of articles and nature and extent of the concession) which the
country committee considers appropriate to request of the foreign
country, and the other list, those which it considers appropriate to
grant to the foreign country (on the assumption that the foreign coun-
try makes adequate concessions).

These two lists prepared by the country committee and the support-

ing data are analyzed by the Trade Agreements Committee and are eriti-
caelly reviewed at joint meetings held with the country committee.
From this review, there emerge the list of requests and the list of
offers which the Trade Agreements Committee recommends to the Presi-
dent. If the lists are approved by him the United States is ready
to begin negotiations. )

Primary responsibility for the conduct of negotiations on behalf
of the United States rests with the Department of State, which usually
has the assistance of a negotiating team on which other agencies also
are represented. A representative of the Department of State serves
as chairman of the negotiating team, when such a team is established,
and he serves as principal negotiator. Other members of the team
generally include additionel representatives from the Department of
State as well as representatives from the Tariff Commission, the
Departments of Commerce and Agriculture, and sometimes one or more
other Government agencies.
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United States negotiators are bound by the instructions they
recelve from the Trade Agreements Committee, and there is close col-
laboration between the negotiators and that Committee throughout the
progress of negotiations. For example, if a foreign country requests
a greater reduction in a United States duty then has been offered,
such a request must be referred to the Trade Agreements Committee.

Negotiations generally continue until agreement is reached on
terms which are acceptable to both sides. -However, negotiations some-
times break down because no such agreement appears in prospect. In
these circumstances efforts to negotiate an agreement with the country
in question are abandoned, at least temporarily.

The formal signing of a trade agreement on behalf of the United
States is done by a representative of the Department of State, usually
the Secretary.

Each agreement provides for the date on which it will go into
effecte The general practice of the United States has been to make
the concessions granted by this country effective 30 days or more
after public proclamation of the agreement, which usually follows
promptly after the signing of the sgreement. The United States
proclamation is accompanied by a complete text of the agreement which
sets forth in detail all concessions granted and received. This
proclamation is followed by a Department of State release which ana-
lyzes in detail the genersl provisions of the agreement and the con-
cessions granted and received thereunder. Also, in the past, the
Tariff Commission has generally published a report which gave detailed
trade and tariff information about the articles on which concessions
had been granted by the United States. Executive Order 9832 requires
the Tariff Commission to publish digests of information on all import
items considered for inclusion in a prospective negotiation.

The Geneva negotiations

The negotiations conducted at Geneve, Switzerland, in 1947 dif-
fered from earlier negotiations principally in the scale of the opera-
tions involved. The United States delegation was composed of 85 offi-
cials, Z/ about half of whom were me?ers of official negotiating teams.
Initially there were 11 such teams, 8/ each of which negotiated with
one or more countries. Each United States team was composed of repre-
sentatives from the Departments of State and Commerce and from the
United States Tariff Commission. The negotiators received assistance
from technical experts and advisers detailed to Geneva by various agen-
cies of the Government, including not only the three agencies just men-
tioned but also the Departments of Agriculture, Treasury, Labor, War,

7/ U. S. Department of State, Press Release 181, Mar. 11, 1947.
Some of these officials, however, were more concerned with work on the
Charter for the International Trade Organization than with trade-
agreerment negotiations.

8/ These were designated to negotiate with teams representing the
following countries: United Kingdom; Canada; Southern Dominions
(Australia, New Zealand, and South Africa); India; France; Belgium,
Luxembourg, and Holland; China and Lebanon; Czechoslovakia; Brazil
and Chile; Cuba; and Norway.

822946 O—49——6
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and Navy. Negotiating teams of the United States also had the bene-
fit of the counsel and direction of the official United States delega-
tion to the Conference, as well as of the Trade Agreements Committee
which held sessions in Geneva.

At Geneva the United States negotiated simultaneously with 22
countries. The separate agreements entered into were combined into
a composite or multilateral trade agreement, known as the Generzl
Agreement on Tariffs and Trade, the final act authenticating which
was signed at Geneva on October 30, 1947.

9/ General Agreement on Tariffs and Trade, United Nations Publica-

tions Sales Fo.: 1947. 11.10—Vol. 1, Lake Success, N. Y., 1947.

~



Chapter 6
RESUME OF TRADE AGREEMENTS
PRE-GENEVA AGREEMENTS

From the time the Trade Agreements Act of 1934 went into effect
until the conclusion of the General Agreement on Tariffs and Trade in
Geneva, Switzerland, in 1947, the United States concluded trade egree-
ments with 28 different foreign countries. Single agreements only
were entered into with 26 of those countries; but three agreements—
one original and two others—were entered into with Cuba and with
Canada. The United States therefore negotiated 32 separate agreements
with 28 different countries before the Geneva agreement. Table 1
gives the names of the countries with which those agreements were made,

the date on which each agreement was signed, and the date on which each
went into effect.

37
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Table l.- Countries with which the United States negotiated
agreements under authority of the Trade Agreements Act of
1934 as amended, prior to the General Agreement on.Tariffs
and Trade consummated in Geneva, Switzerland, om Oct. 30,
1947, by date of agreement

Date
signed

Date

Country effective

s oo g0 o0

Cuba 1/ (prelerential agreement}——————:Aug. 24, 1934: Sept. 3, 1934

Brazil 1/ :Feb. 2, 1935: Jan. 1, 1936
Belgium (an€ Luxembourg) 1/ ————————————:Feb. 27, 1935: May 1, 1935
Haiti tMar. 28, 1935: June 3, 1935
Sweden iMay 25, 1935: Aug. 5, 1935
Colombia :Sept.13, 1935: May 20, 1936
Canada (superseded by a second agrecment) :Nov. 15, 1935: Jan. 1, 1936
Honduras :Dec. 18, 1935: Mar. 2, 1936
The Netherlands 1/ :Dec. 20, 1935: Feb. 1, 193¢
Switzerland :Jan. 9, 1936: Feb. 15, 1936
Nicaragua 2/ :Mar., 11, 1936: Oct. 1, 1936
Guztemala :Apr. 24, 1936: June 15, 1936
France 1/ :May 6, 1936: June 15, 1936
Finland :May 18, 1936: Nov. 2, 1936
Costa Rica :Nov. 28, 1936: Aug. 2, 1937
El Salvador :Feb. 19, 1937: May 31, 1937
Czechoslovakia 3/ :Mer. 7, 1938: Apr. 16, 1938
Ecuador thug., 6, 1938: Oct. 23, 1938
United Kingdom 1/ :Nov. 17, 1938: Jan. 1, 1939
Canada (second agreement) Y —_  _:Nov. 17, 1938: Jan. 1, 1939
Turkey sApr. 1, 1939: May 5, 1939
Venezuela tNov. 6, 1939: Dec. 16, 1939

Cuba (first supplementary agreement)l/ —-:Dec. 18, 1939: Dec. 23, 1939
Canada (supplementory fox-fur agreemem)l-/é/ Dec. 13, 1940: Dec. 20, 1940

Argentina :Octe 14, 1941: Nov. 15, 1941
Cuba (second supplementary agreement) L/ —:Dec. 23, 1941: Jan. 5, 1942
Peru tMay 7, 1942: July 29, 1942
Uruguay July 21, 1942: Jan. 1, 1943
Mexico :Dec. 23, 1942: Jan. 30, 1943
Iran sApr. 8, 1943: June 28, 1944
Iceland shAug. 27, 1943: Nov. 19, 1943
Paraguay :Sept.12, 1946: Apr. 9, 1947

1/ Superseded by the General Agreement on Tariffs and Trade negotiated
at Gemeva in 1947. )

2/ The duty concessions and certain other provisions of this agreement
ceased to be in force as of Mar. 10, 1938.

3/ Operation of this agreement suspended as of Apr. 22, 1939.

4/ Replaced a previous supplementary agreement relating to fox furs,
signed on Dec. 30, 1939.
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Most pre-Geneva agreements provide that they shell remain in
force for an initial period of 3 years, after which they shall be
automatically extended for an indefinite period but subject to ter-
mination by one or the other of the contracting parties on giving
6 months' notice. Unless denounced in such manner, or rendered
conditionally inoperative, or superseded, the pre-Geneva agreements
which are still in force mey remain in effect indefinitely, irre-
spective of whether or not the Trade Agreements Act is further
extended.

When the Geneva sgreement was concluded in October 1947, all but
three of the trade egreements previously negotiated by the United
States (under suthority of the Trade Agreements Act of 1934) were
still in effect. L Immediately after negotiation of the Geneva
agreement, the United States signed separate supplementery agreements
with the Belgo-Luxembourg Economic Union, Canada, Cuba, France, the
Netherlands, and the United Kingdom, under which the pre-Geneva trade
agreements with those countries are to remein inoperative as long as
those countries maintein the Geneva agreement in effect.

GENERAL AGREEMENT ON TARIFFS AND TRADE
(GENEVA AGREEMENT), 1947

Conduct of Negotiations

The TUnited States invited 19 foreign countries to participate in
the negotiation of a multilateral trade agreement at Geneva, Switzer-
land, commencing April 10, 1947. The Soviet Union did not accept the
invitation but the other 18 countries, which are identified in table 2,
accepted. At the outset of the negotiations, the 19 participating
comntries (including the United States) were represented by 16 "nego-
tiating units," also listed in table 2. (Belgium, Luxembourg, and
the Netherlands, comprising the Benelux Customs Union, negotiated as
a unit; so did the Lebanon and Syria Customs Union.) Several changes
and additions were made in the composition of membership during the
course of the negotiations with the result that 23 countries, repre-
sented by 19 negotiating units, participated in the finel negotiations
(table 2).

Tariff negotiations at Geneva were conducted bilaterally on a
product-by~product basis. As & general rule, each country negotiated
for concessions on each of its importent import commodities with its
principal supplier of imports of that commodity.

If each of the participating teams had successfully negotiated
with the others represented at Geneva, almost 200 separate bilateral
agreements would have resulted. The actual number, however, was much

1/ The exceptions were (1) the original trade agreement with Canada,
which was superseded by a second and more comprehensive agreement with
that country in 1939; (2) the trade agreement with Nicaragua, in
which the duty concessions were terminated in 1938; and (3) the trade
agreement with Czechoslovakia, which was terminated in 1939.




Table 2.~ Countries which participated in trade-agreement negotiations at Geneva in 1947 y

19 countries (i8 + U.S.] which
accepted invitation

16 initial negotiat-
ing units, or customs

19 final negotiat-
ing units, or customs

23 individual coun-
tries participating

Union of South Africe

United Kingdom
United States

Union of South Africa

United Kingdom
United States

Norway

Southern Rhodesia .4/
Union of South Africa

United Kingdom
United States

Norway
Pakistan 5/

Syria

Southern:Rhodesia
Union of South Africa

United Kingdom
United States

to participate 2 : areas (15 + U.S.) : areas (18 + U.S.) {22 + U.8.)
Australia s Australia s Australia Australia
Belgium s Benelux Customs Union 2/ ¢ Benelux Customs Union 2/ Belgium
Brazil : Brazil : Brazil Brazil

- H - ¢ Burma Burma A/
Canada s Canada : Canada Canada
- : - ¢ Ceylon 5/ Ceylon &
Chile s Chile s Chile Chile
China ¢ China ¢ China China
Cuba s Cuba : Cuba Cuba
- Czechoslovakia s Czechoslovakia : Czechoslovakia Czechoslovakia
France s France s France France
India : India : India and Pakistan 5/ India 5/
Lebanon (for Lebanon and Syria) : LePanon and Syria Customs : Lebanon and Syria Customs : Lebanon
: Union : Union
Luxembourg : - : - Luxembourg 2/
Netherlands H - H - Netherlands 2/
New Zealand s New Zealand 3 New Zealand New Zealand
Norway ¢ Norway H
H H
H H

1/ TYhe Union of Soviet Soclalist Republics was invited but did not accept.
g/ Including the areas for which these countries had authority to negotiate.
The Belgium-Netherlands-Luxembourg Customs Union.

Dominion of India and the Dominion of Pakistan.

The three countries signed the Geneva agreement separately
4/ Initial negotiations were by the United Kingdom; but Burma, Ceylon, and Southern Rhodesia each signed the

Geneva agreement,
2/ Initial negotiations were by India before partition, but the Geneva agreement was signed separately by the

oy
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smaller, inasmuch as several countries, particularly the smasller ones,
did not find it practicsble to negotiate when their trade with one
another was not important.

The various bilateral agreements were combined to form the single
General Agreement on Tariffs and Trade; and the Final Act authenticat-
ing the text of that agreement was signed at Geneva on October 30,
1947. Each participating country, whether it negotiated separately
or not, signed the Final Act (see table 2). Each signatory on msking
the agreement effective is contractually entitled to enjoy in its own
rightzthe concessions made effective by each of the other signator-
ies.

The full text of the Geneva agreement was published in four vol-
umes by the Secretary Gemeral of the United Nationms. Volume I con-
talns the general provisions, and the other three volumes, the sched-
ules of concessions pledged by each of the participating countries.

The concessions granted by each country comprise a separate schedule,
€.g+y schedule XX contains the concessions granted by the United States.

Entry into force

The Geneva agreement does not enter into full force until 30 days
after instruments of acceptance have been deposited with the Secretary
General of the United Nations by signatory governments that account
for 85 percent of the total external trade of the territories of gov-
ernments which signed the Final Act of the Geneva Conference. 2
Appended to the Geneva.agreement, however, is a protocol which pro-
vides for provisional application of the Geneva agreement. This
protocol was signed on the same day as the Geneva agreement by eight
tkey countries"-—Australia, Belgium, Canada, France, Luxembourg, the
Netherlands, the United Kingdom, and the United States. They under-
took to apply provisionally, commencing January l, 1948, parts I and
ITII of the General Agreement and also part II of that agreement "to
the fullest extent not inconsistent with existing legislation." The
protocol is to remain open wntil June 30, 1948, for signature of other
countries which participated in the General Agreement and which desire
to give provisional application to the aforementioned parts of the
agreement. Any country which applies the agreement provisionally
under this protocol is free to suspend the application thereof after
giving 60 days' notice to the Secretary General of the United Nationms.

2/ Provision is made in the agreement, however, for the withdrawal
of any particular concession in the event that the principal benefici-
ary fails to apply, or withdraws from, the agreement (see discussion
of art. XXVII of the Geneva agreement).

3/ General Agreement on Tariffs and Trade, United Nations Publica-
tions Sales No.: 1947.11.10—Vols. 1-4, Lake Suceess, N.Y., 1947.

The percentage agreed upon for each of the signatory governments
is contained in amnex H of the Geneva agreement. Inasmuch as this
determination grants to the United States 25.2 percent of the total
external trade of the territories of the signatory governments, one
practical effect of this provision is to preclude its entering into
full forece and effect until the United States has deposited an instru-
ment of acceptance with the Secretary General of the United Nations.




42 TRADE AGREEMENTS PROGRAM TO APRIL 1948

On December 16, 1947, the President of the United States pro-
claimed that the Geneva agreement would be placed in effect provi-
sionally as of January 1, 1948. 5/ The proclamation provided,
however, that concessions by the United States of primary interest
to countries which signed the Geneva agreement, but which had not
at the time of the proclamation undertaken to put their schedules
of tariff concessions into effect on January 1, 1948, would be with-
held. As each of such countries later should signify its intention
to put its tariff concessions into effect, the concessions temporar-
ily withheld by the United States would be placed in effect by a
further Presidential proclamation.

At the time the President made his proclamation, only the eight
countries named above had signified their intention of giving pro-
visional effect to the agreement on January 1, 1948. Shortly there-
after, Cuba announced its intention to do likewise. This annownce-
ment was followed by a Presidential proclamation extending to Cuba
as of January 1, 1948, the concessions which would have been withheld
from it under the proclamation of December 16, 1947. The nine coun-
tries which put the Geneva egreement into effect provisionally on
January 1, 1948, account for about 80 percent of total world trade.
Concessions still withheld by the United States on April 1, 1948, are
those which are of primary interest to Brazil, Burme, Ceylon, Chile,
China, Czechoslovakia, ¢/ India, Lebanon, New Zealand, Norway,
Pakisten, Syria, Southern Rhodesia, and the Union of South Africa.

COMPARISON OF GENERAL PROVISIONS OF GENEVA AGREEMENT
WITH THOSE OF PRE-GENEVA AGREEMENTS

Nature and Purpose of General Provisions

The trade agreements listed in table 1 differ from one another in
many respects, and each differs to an even greater degree from the
General Agreement on Tariffs and Trade. All these agreements, as
well as the Geneva agreement, however, contain a series of so-called
general provisions and schedules that enumerate the articles on which
specified concessions are granted by the United States and by the
foreign countries, respectively.

The general provisions serve various purposes: They deal with
procedural matters-—such as the date when the agreement is to become
effective, describe the geographic areas covered, specify how and
when the agreement may be terminated, and provide for various other
matters relevant to the agreement as a whole. They also incorporate
as an integral part of the agreement the concessions set forth in the
schedules. :

5/ Department of State Bulletin, vol. 17, No. 443, Dec. 28, 1947,
pp. 1258-1261 /Press Release No. 9732, Dec. 16, 1947/.

6/ Czechoslovakia put the agreement into effect provisionally on
April 21, 1948. .
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Many of the general provisions are designed to prevent the impair-
ment of tariff concessions by other devices such as discriminations in
tariff, customs, and tax matters or the establishment of quotas and
exchange controls: Provisions of this sort either define the limits
within which specified discriminatory or restrictive measures may be
employed, or prohibit their use altogether. Other general provisions
(commonly called safeguarding provisions) are designed to prevent or
1imit injury to domestic producers which may result from the conces-
sions granted.

Certain general provisions appear in virtually the same form in
all pre-Geneva agreements. The form and scope of other general pro-
visions, however, vary from agreement to agreement, chiefly for three
reasons: As the United States became more experienced in negotiating
trade agreements, it was better able to determine the most appropriate
provisions to include in them; conditions governing the trade with
some countries require safeguards and exceptions not applicable to the
trade with others; and certain changes which occurred in international
economic relations during the life of the trade agreements program
called for changes in the general provisions.

The general provisions of the mmltilateral agreement negotiated
at Geneva are much more extensive than the corresponding provisions
which appear in any other trade agreement which the United States has
signed. This circumstance is accounted for in part by the inherent
differences between a multilateral and a bilateral agreement; in part
by the fact that the aggregate factors affecting the economies of a
large number of countries are more complex than those affecting the
economies of only the United States and some single other country;
in part by changes which grew out of the war and the postwar economic
situation; and in part by still other causes. Some general provi-
sions of the Geneva agreement deal with matters not dealt with in any
pre-Geneva agreement. Since the objectives sought by the Geneva
agreement closely parallel those sought in the proposed charter for an
International Trade Organization, most of the general provisions of
the Geneva agreement are identical with, or similar to, corresponding
provisions of the proposed ITO charter. Z

The Genersl Agreement on Tariffs and Trade consists of three main
parts, comprising 34 separate articles and several amnexes. The fol-
lowing analysis devotes particular attention to important differences
between the content of these provisions and the content of the general
provisions of the pre-Geneva agreements.

For a more detailed analysis of the gemeral provisions of the
Geneve agreement, see Department of State, Analysis of General Agree—
ment on Tariffs Signed at Gemeva, October 30, 1947, Publication 2983,
1947. The condensed analysis presented in this report disregards
various qualifying provisions and exceptions, some of which are of
considerable importance.

7/ See U. S. Tariff Commission, sis, Gepeva of Charter
or an International Trade Organization, 1947 /processed/.
8/
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Part I /Teriffs and Preferences/ &/

General most~favored-nation treatment

Article I of the Geneva agreement incorporates the most-favored-
nation clause in its unconditional form. 1O The principal purpose
of this article is to pledge each contracting party to apply no higher
tariffs or internal taxes on its imports from eny country party to the
agreement than it applies to imports of the same products from any
other country (whether or not a party). Exceptions as to import
tariffs are provided which permit preferences in the trade between a
number of areas, such as those between the areas comprising the

itish Empire, between France and its colonies, and between the
United States, Cuba, and the Philippines. The levels of preference
in such trade, however, may not be increased above those which were
in effect on various specified dates prior to the Geneva agreement.
Under the most-favored-nation clause contained in the earlier bilat-
eral trade agreements negotiated by the United States, no limitations
were placed on the establishment, maintenance, or increase in prefer-
ences in trade between areas, such as those mentioned above.

The most-favored-nation provisions contained in article I of the
Geneva agreement apply also to duties on exports, but here no excep-
tions are permitted. The application of this principle to export
trade is designed to prevent diversion of exports of raw materials to
favored markets by means of discriminatory export texes. For exam-
ple, before World War II, Malaya imposed a higher export tax on ship-
ments of tin ore and concentrates to the United States than on ship-
ments of the same materials to British Empire areas. This discrimi-
natory arrangement operated to favor maintenance of tin-smelting
facilities within the Empire and to discourage the development of
such facilities in the United States.

Basically the most-favored-nation clause in the Geneva agreement
is similar to that in the pre-Geneva agreements. The territories to
which preferences may be granted as an exception to the general clause
are also those for which it has been customary to make exceptions.
However, the exceptions are in fact narrower, because no preference
in an import tariff is permitted to be increased. In the pre-Geneva
agreements the only limitations on the permitted preferences are those
which are specifically set forth, generally in the same menmer as
tariff-rate reductions are specified. In other words, the Geneva
agreement prohibits increases of preferences on all articles, whereas
under the pre-Geneva agreements preferences can be increased unless

9/ The subject heading "Tariffs and Preferences" shown in brackets
has been supplied, for the Geneva agreement itself lists merely
"Part I" (General Agreement on Tariffs and Trade, United Nations Pub-
lications Sales No.: 1947.I11.10—vol. 1, Lake Success, N.Y., 1947,
P. 2). A1l the subject headings shown below in this chapter under
parts I, II, III (of the Geneva agreement itself) are those actually
appearing in the Geneva agreement except for supplied subject head-
ings or supplementary headings shown within brackets.

10/ For a discussion of this clause in both its conditional and
unconditional forms, see chapter 1.



PART II. HISTORY 45

they are the subject of specific commitments. Another important new
provision is the unquelified prohibition of preferences in export
tariffs. The pre-Geneva agreements do not forbid the use of prefer-
ential export tariffs.

Tariff concessions

Article II, which incorporates the schedules of particular
tariff concessions annexed to the Geneva agreement, is basically simi-
lar to corresponding articles in pre-Geneva agreements. This article
provides that no country shall alter its method of converting curren-
cles so as to impair the concessions made in ad valorem duties. It
also provides that the specific duties included in the schedules of
concessions mey be increased if the par value of a currency is reduced
by more than 20 percent, provided that a majority of the countries
adhering to the general agreement concur in the view that such adjust~
ment will not impair the value of the concessions. Three important
provisions which are also directly relevant to tariff commitments are
included in parts II and III of the Geneva agreement discussed below.
They are the exception regarding economic development (art. XVIII),
the general escape clause (art. YIX), and the provision for modifica-
tion of schedules after the agreement has been operative for 3 years,
without complete renegotiation (art. X¥XVIII).

Part IT /General Commerciel Policx7

Part II deals with a wide range of matters of international
trade. policy, but most of the 21 articles (arts. III-XXIII) are
desigred primarily either to prevent impairment of the tariff con-
cessions contained in the schedvles, or to safeguard the industries
in the countries meking taeriff concessions from serious injury aris-
ing from the concessions. To carry out many of these provisions
would require changes in existing United States laws and also in the
laws of various other signatory countries. Accordingly, the Geneva
agreement camnot become fully effective unless and until enabling
legislation is enucted. The provisions of part 1l not inconsistent
with legislation existing on January 1, 1948, however, became pro-
visionally effective on that date.

National treatment

A1) signatories pledge themselves to extend national treetment
to imports (art. III). The provisions for national treatment with
respect tc taxation are broader then similer provisions of pre-Genevs
agreements in that they include a cormitment against the use of taxes
not only on imported articles which are "like" domestic articles but
also on those which are not "like" domestic articles but which are
"directly competitive" with or Y“substitutable" for domestic products
which are not similarly taxed. Existing protective texes in this
class may continue but are subject to negotiation for their reduc-
tion or elimination., However, mo new or increased taxes of this
kind may be imposed. Article III prohibits the use of protective
internal requirements such as mixing regulations, i.e., regulations
which reguire the admixture of at least a certain percc.atage of
domestic materisls with imported materiels. This prohibition also
is new. The pre-Geneva agreements contein a prohibition of the use




46 TRADE AGREEMENTS PROGRAM TO APRIL 1948

of quantitative restrictions on the sale of imported products on
which specified tariff concessions were made (scheduled products).
The prohibition in the Geneva agreement of mixing and similar regu-
lations not only is much broader respecting the devices which it
restricts but also applies to 2ll products, whether or not tariff
concessions have been made on them. Certain preexisting mixing
reguletions (if not discriminatory between cowntries) may be con—
tinued, but they may not be modified to the detriment of imports
and are subject to negotiation for their limitation, libereliza-
tion, or elimination. S

Cinematograph films

Special recognition is given to the economic peculiarities of
the internmational trade in cinematograph films, imports of which are
often governed by restrictions other than tariff duties (art. IV).
The agreement recognizes allocation of screen time as a legitimate
basis for the protection of domestic film industries but outlaws all
other discriminatory measures appliceble to imported films after
they have passed through customs. None of the pre-Geneve agree—
ments contain provisions which correspond to the one in article IV.

Freedom of trsmsit

Provision is mede in article V for freedom of tramsit through
the territory of each contracting party for goods whose journey com-
mences and terminates beyond the frontier of such territory. This
article forbids the imposition of special transit duties or other
charges, except charges for transportation or those commensurate
with administrative expenses occasioned by the transit trade. The
provisions apply not only to goods but also to carriers other than
aircraft in transit.

Provisions similar to article V (in whole or in part) have
frequently appeared in commercial treaties of the United States
but in only one pre-Geneve agreement made under the Trade Agreements
Act of 1934.

Antidumping and counterveiling duties

The use of antidumping and countervailing duties is circum—
seribed (art. VI). Such duties msy be employed only in the eir-
cumstances which their titles indicate anli only to prevent injury
to domestic interests; and the amounts of such duties must be in
accord, respectively, with the margin of dumping and with the
actual or estimated amount of forelgn subsidy.

‘ This article has no counterpert in pre-Geneva agreements and
could not be completely put into effect without a change in the
United States law relating to countervailing duties. Present law
provides for the assessment of such duties without any requirement
of finding of injury to domestic industries.

Valuation for customs purposes

When goods are subject to ad valorem duties, their wvaluation
for customs purposes shall be on the basis of their "actuel" wvalue
and not on an arbitrary or fictitious value (art. VII). This
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article sets forth the gemeral principles which are to be followed
in determining actual value and it provides rules for arriving at
conversion values of foreign currencies in each of several circum-
stances. This article has no counterpart in the pre-Gemeve agree-
ments; to put it into effect would require several important changec
in Unlted States law.

Formelities connected with importation and exportetion

Provision is made for simplifying formelities comnected with
importation and exportation of goods (art. VIII). Recognition is
given to the principle that supplementary customs fees and charges
should be limited to the cost of the service rendered. Signatories
agree not to impose substentiel penalties for minor breaches of
regulations. Most of the provisions of article VIII have no counter-
part in pre-Geneva agreements. Usually, however, those agreements
restrict the imposition of greater them nominal pemalties for cleri-
cal errors in documentation.

Marks of origin

Signatories underteke to liberalize their requirements for the
placing of marks of origin on imported producte (art. IX). The
agreement provides,. for example, that importers be permitted to mark
their goods at the time of importation instead of requiring that
their goods be maerked before importation; that marking not be
required where it would demage the imported goods or materially
increase their cost or reduce their velue. This article has no
counterpert in pre-Geneva agreements, and would require some changes
in United States law.

Publication and administration of trade regulstions

Signatories undertake to publicize such regulations so that pri-
vate traders and foreign governments may become acquainted with them;
to publish official notice of new or more burdensome requirements on
imports either in advence or simultaneously with their application;
and to establish or maintain tribunals to assure fair snd equitable
administration of trade reguletions (art. X). The pre-Geneve agree—
ments usually contain somewhat similar provisions relating to publi-
eation, but none of them provide for the maintenance of reviewing
tribunals.

[Quantitative restrictiong/

Articles XI to XV, inclusive, deal with the subject of quantita-
tive restrictions (quotes). The first two deal with the gemeral pro-
hibition of quotas and the circumstances in which they msy be employed,
including the application of quotas for balance-of-payments reasons.
The second two deal with nondiscriminatory (most-favored-nation)
administration of those quotas which are permitted. Article XV pro-
vides, among other things, that the International Monetary Fund shall
determine whether a countiry's balance-of-payments position warrants
the application of quotes.

General elimination of guantitative restrictions.—Signatories
gubseribe in principle to the gemeral elimination of quantitative

restrictions (art. XI). The reference here is principally to import
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quotes and import and export licenses. Various exceptions, however,
are permitted by certein provisions of this article and of article XII.
Quotas may be applied to imports of an agricultural product if the
production or marketing of the like domestic produet is subject to
corresponding restriction; and export restrictions may be imposed to
prevent or relieve critical shorteges of foodstuffs or other products
in the producing country.

The most importent difference between the provisions of article XI
and corresponding provisions of pre-Geneva agreements is that arti-
cle XTI generally prohibits the imposition of quantitative restrictions
on imports of all products (subject to important exceptions set forth
in this and other articles), whereas the pre-Geneva agreements include -
this prohibition only with respect to products listed in the schedules.
Some pre-Geneve agreements include in the schedule of concessions
granted to the United States liberalizations of quotas on imports from
the United States of certein articles of special interest to this coun~
try. In such cases & minimum quota on imports from the United States
is usually specified. The concession schedules of the Geneva agree-
ment contain no provisions regarding quotas on individual articles.
Under the Geneva agreement, quota regulation is governed solely by
the general provisions.

Restrictions to safeguard the bslance of payments.--When a country
does not possess sufficient foreign exchange to pay for all the foreign
goods its population would normally purchase, the country is authorized
to limit its imports in accordance with its ability to pay for them
(art. XII1). Import restrictions designed solely to safeguard a coun-
try's balance-of-payments position, however, may be imposed by a coun-
try only "to the extent necessary (1) to forestall the imminent threat
of, or to stop, a serious decline in its monetary reserves, or (ii) in
the case of a contracting party with very low monetary reserves, to
achieve a reasonable rate of increase in its reserves."

The pre-Geneva agreements, concluded before balance-of-payments
difficulties had been greatly intensified by World War II, do not con-
tain this broad exeeption permitiing quantitative restrictions for
balance-of-payments reasons, nor the exceptions to the rule of nomn- -
discrimination (art. XIV), discussed later., However, most of the
agreements negotiated after 1937 (the 1938 agreements with the United
Kingdom and Canada being notable exceptions) permit quantitative
restrictions to maintain the exchange value of the importing country's
currency. Though addressed to part of the problem covered by arti-
cle XII, these pre-Geneva provisions are of a much narrower scope.

Non—d serimi rati ant. ve restrictiops.--
Article XIII is an ex'bension of the general principle that trade
restrictions shell not be diseriminatory. Except as modified by
article XIV, they must apply to the imports from, or the exports to,
gll countries. When allocations of import quotas are made among
foreign suppliers, they must in general be on such a basis as to per-
mit the verious parties to the Geneva agreement to supply the same
shares of the trade that they would have supplied had no quotas been
imposed. Thus the country applying the quota may either (1) obtain
agreement among all parties to the Geneva agreement on the proposed
allocation or (2) allocate quotas on the basis of its imports in a
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prior representative period. When import licenses are used in lieuw
of quotas, however, restrictions may not ordinarily be placed on the
quantities that may be imported from a particular commtry ar source.

The pre-Geneva agreements usually contain provisions for the non-
discriminatory administration of quotas similar to those provided for
in article XIITI of the Geneva agreement. :

Exceptions to the rule of non-diserimination.--Article XIV pro-
vides for several exceptions to the e of nondiscrimination in the .
application of qﬁ?es. By protocol adopted at Habana, Cuba, on
March 24, 1948, this article of the Geneva agreement was modified
to bring it into accord with article 23 of the proposed charter for
an International Trade Organization. The principal excepticns are
stated in alternative form, the new provisions adopted at Habana being
sometimes referred to as the Habana option and the provisions in the
Geneva asgreement being sometimes referred to as the Geneva option.
The Habana option is stated in the body of article XIV (par. 1(b) and
(c)), and the Geneva option is stated in a new anmnex J. To avail
itself of the Geneva option, a contracting party must have signed the
Protocol of Provisional Application before July 1, 1948, and filed
before January 1,-1949, written notice that it will be governed by
annex J. A contracting party is not permitted to employ either the
Habana option or the Geneva option after the emd of its postwar tran-
sitionel period as provided for under a.rticle—X}V of the Articles of
Agreement of the International Monetery Fund 12/ or under an analo-
gous provision of a special agreement pursuant to article XV of the
Geneva agreement. A country that is not entitled to employ transi-
tional period provisions is not permitted to use either the Habana or
the Geneva option. '

The Habana option permits quota discriminations having equivalent
effect to exchange restrictions permitted under article XIV of the
Fund Agreement, and also permits the continuance of other import dis-
eriminations in effect for balence-of-peyments reasons on March 1,
1948.

The Geneva option permits a contracting party which employs
balance-of -peyments restrictions to discriminate against other con-
tracting parties to the extent necessary to obtein additional imports
sbove the total it could afford if it adhered strictly to the nondis-
criminatory rules, provided (1) that delivered prices for products so
imported are not "substantially higher®™ than those for which the prod-
ucts could be regularly obtained from such other contracting parties,
(2) that the diseriminating party does not divert to other countries
an appreciable amount of its exports which it could have sold to hard-
currency countries, and (3) that the discrimination "does not cause

11/ General Agreement on Tariffs and Trade, Protocols and Declara—

tion Signed at Havana, on 24 March 1948, United Nations Publications
Sales No.: 1948. IID. 5, Lake Success, N. Y., 1948. *

12/ Department of State, Treaties and Other International Acts
Series 1501 (Pub. 2512), 1946, pp. 22-23.
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unnecessary damage to the commercial or economic interests of any other
contracting party.m

The procedural provisions of the new article XIV of the General
Agreement on Tariffs and Trade closely parallel those of article XIV
of the Fund Agreement. Not later than Mareh 1, 1950, and in each
year thereafter, the CONTRACTING PARTIES must report on continuing
discriminations (as the Fund is required to do for exchange restric—
tions); commencing in March 1952, any contracting party desiring to
continue to discriminate must consult with the CONTRACTING PARTIES at
least annually (as members of the Fund must do for exchange restric-
tions). Whether a contracting party employs the Habana option or
the Geneva option, its policies must be designed to promote the maxi-
mum development of multilateral trade during its transitional period
and to expedite the attainment of a balance-of-payments position which
will no longer require resort to article XII or to tramnsitional
exchange arrangements.

The pre-Geneva agreements contain no counterpart of article XIV
of the General Agreement on Tariffs and Trade.

Exchange arrangements.—Signatories to the Geneva agreement may
not circumvent rules applicable to quentitative trade restrictions by
resorting to exchange arrangements (art. XV) or controls through which
similar trade discriminations could be accomplished. Accordingly,
the signatories are required either to become members of the Inter-
national Monetery Fund or to emter into separate exchange agreements
with the other signatories to the Geneva agreement, which exchange
agreements would contein substantially the same safeguards governing
exchange controls as those found in the Fund agreement: 1In event of
disagreement as to whether a country may properly resort to import
restrictions to protect its balance-of-payments position, signatories
agree, in effect, to accept the Fund's determination in the matter.

No counterpart of article XV is contained in the pre-Geneva agree-
ments, although the agreements negotiated after 1938 usually had a
special exchange article providing for nondiscriminatory administra-
tion of exchange regulations.

Subsidies

If signatories grant or maintain subsidies (art. XVI) which
increase exports or reduce imports, they are required to notify the
other contracting parties of the extent and nature of the subsidies.
If these subsidies seriously prejudice the interests of any such
other party or parties, the signatory which grants the subsidies is
required to "discuss" with the other party or parties concernmed "the
possibility of limiting the subsidization.®

The pre-Geneve agreements contein no counterpart of article XVI,
but they do contain provisions for consultation respecting matters
concerning the nullification or impairment of any object of the agree-
ments. .

1,/ Whenever the Geneva agreement refers to the parties acting
jointly, it refers to them as "CONTRACTING PARTIES" (in capital let-
ters); see article XXV, discussed below.
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Non—-discriminatory treatment on the part of
state trading enterprises

The purpose of article XVII is to require state trading enter-
prises to act in accordance with the same generasl principles of non-
discriminatory treatment which are prescribed for governmental meas-
ures appliceble to privete traders engaged in foreign trade. Such
enterprises are required, in effect, to be governed in their purchases
and sales affecting imports and exports by the same commercial con-
siderations as private traders. The general rules applicable to state
trading, however, do not apply to ordinary purchases by a government
for its omn use, as for its armed forces or for strategic stock piling.

The pre-Geneva asgreements usually contain provisions regarding
fair and equitable treatment by government monopolies engaged in import
trade. They do not contain provisions dealing specifically with
government monopolies engaged in export trade.

Adjustments in connection with economic development

The Geneva agreement gives recognition to the possible need for
underdeveloped countries to employ restrictive trade measures which
are forbidden by the agreement in ordinary circumstances in order to
make addjustments in comnection with economic development, such as those
necessary to establish, develop, or reconstruct particular industries
(art. XVIII). Signatories which were already employing such measures
adopted on or before September 1, 1947, may continue to employ them
pending later examination by all contracting parties, but other signa-
tories desiring to embark upon such programs may not do so until they
have received approvel of the other contracting parties. The pre-
Geneva agreements contain no counterpart of article XVIII.

Emergency action or imports of particular products

Article XIX is commonly referred to as the "escape clause." If,
for example, a trade concession should contribute to such an expsnsion
of imports as to cause or threaten serious injury to the producers of
the country which originally granted the concession, remedial action
by that country is permitted. The concession may be withdramn or
modified by its unilateral action. The other countries which are
affected by this action must ordinarily be consulted before the action
is teken, with a view to obtaining their approval, although in criti-
cal circumstances the action may be taken provisionally without prior
consultation, in which case consultation must be effected immediately
thereafter. If approvel for the action camnot be obtained, the
. action msy nevertheless be taken, or if already taken, may be con-
tinued; but the adversely effected parties may thereupon withdraw
equivalent concessions from the country taking the action. The fore-~
going provisions are in accord with the requirements of Executive Order
9832, issued February 25, 1947.

Trade agreements which the United States entered into before the
agreement with Mexico, effective in 1943, contain no counterpart of
article XIX. The most frequently used escape clause in the pre-
Geneva agreements is the third-country clause, under which the right
is reserved to withdraw a concession or impose quotas if the main
benefit of the concession inures to a third country and if the indus-
tries of the importing country are being damaged as a result thereof.
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This clause, however, appears in only eight agreements (the agree-
ments with Canada and those with most Buropean countries)., It has
been invoked twice. Many pre-Geneva agreements also contain a
clause which authorizes either contracting party to propose negotia-
tions for modifying the agreement, or to terminate the agreement on
30 deys' notice, if it considers that its commerce or industries
have been prejudiced in consequence of wide variation in the rates
of exchange between the currencies of the contracting parties. The
United States, however, has never invoked this clause.

General exceptions

In addition to the exceptions permitted in variocus special cir-
cumstances, the Geneva agreement provides for a number of general
exceptions such as those which are customarily incorporated in inter-
national agreements or which were designed to meet conditions peculiar
to the transitionsl period (art. XX). For example, nothing in the
Geneva agreement may be construed so as to prevent a country from
enforeing measures as to imports or exports necessary to protect pub-
lic morals, or human, animal, and plant life or health (sanitary regu-
lations); measures to enforce customs regulations, protect patents,
and prevent deceptive practices; measures to conserve national treas-
ures and exhaustible natural resources; and measures undertaken in
pursuance of obligations under international commodity agreements.
During a period ending on January 1, 1951 (but subject to extension
by agreement), other measures may also be employed, -such as those
essential to assure an equitable distribution of articles in short
supply, to maintain price controls in countries undergoing shortages
subsequent to the war, or to permit the orderly liquidation of sur-
pluses of goods or industries brought about by exigencies of the war.

Most of the exceptions relating to control of imports which appear
in article XX also appear in the pre-Geneva agreements, but they con-
tain no provisions similar to those in article XX concerning permis-
sible export regulations. The exceptions permitted under the Geneva
agreement until January 1, 1951, result from the aftermath of war;
naturally they have no counterpart in the pre-Geneva agreements.

Security exceptions

The general provisions are also subject to a number of security
exceptions (art. XXI). For example, no signatory to the Geneva agree-
ment is required to furnish information the disclosure of which it
feels would jeopardize its security interests; and no signatory is
prevented from teking any action which it considers necessary to pro-
tect its essential security interests relating to fissionable mate-
rials, or to traffic in arms, ammmition, and implements of war;
any action in time of war or other emergency in international rela-
tions; or any action in pursuance of its obligations under the United
Nations Charter for the maintenance of intermational peace and secu-
rity. The pre-Geneva agreements also contain broad security excep-
tions.

Consultation

A1]1 signatories to the Geneva agreement are required to accord
adequate opportunity for consultation regarding representations by
any other contracting party as to the operation of customs regula-
tions and formalities, antidumping and countervailing duties, a
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nurber of other matters specifically mentioned, and "generally all
matters affecting the operation of this agreement" (art. XXII). The
pre—-Geneva agreements also contain broad provisions for consultation.

Nullification or impairment

The Geneva agreement recognizes thet benefits which are intended
to accrue to signatories may be subject to nullification or impair-
nent as a result of failure of some other contracting party (or par-
ties) to carry out its obligations under the Geneva agreement
(art. XXITI). Nullification or impairment of intended benefits
might result even from an action which did not breach a specific pro-
vision of the Geneva agreement. Accordingly, the Geneva agreement
provides that any party which considers that the benefits it derives
from the Geneva agreement have been impaired in the foregoing circum—
stances may make representations to the other contracting party or
parties concerned. Any contracting party thus approached is required
to give sympathetic consideration to the representations or proposals
made to it. If a satisfactory adjustment cannot be reached between
the contracting parties directly concerned, the matter mey be referred
to all parties to the agreement. In serious circumstances, one or
more of the contracting parties might even be authorized by majority
vote of the CONTRACTING PARTIES acting as a group to suspend the
application to any other contracting party or parties of such obliga-
tions or concessions under the Geneva agreement as may be deemed
appropriate., The party or parties against which such action is
directed would be free to withdraw from the Geneva agreement on
60 days' notice.

The provisions of the .pre-Geneva agreements which apply to con-—
sultation cover part of the subject matter of article XXIII. Under
those bilateral agreements a party could be relieved of its obliga-
tions to the other party only with the consent of that party or by
terminating the agreement as a whole, whereas under the provisions
of the Geneva agreement a party may be relieved of its obligation to
another party without that particular party's concurrence, provided
a majority of the other CONTRACTING PARTIES determine that the cir-
cunstances warrant such release. A member against which action is
taken in contravention of the other articles of the agreement, how-
ever, msy withdraw from the entire agreement on 60 days' notice.

Part III. ﬁrocedural and Related Ma.tter§7

The provisions in part III (arts. XXIV-XXXIV) of the Geneva
agreement differ considerably from corresponding provisions in pre-
Geneva agreements. Many of these differences are atiributable to
the fact that the Geneva agreement is multilateral whereas all the
others are bilateral. .

Territorial application—frontier traffic——
customs unions

Article XXIV provides inter alia that the terms of the agreement
shall apply to the customs territories of each of the signatories.
For the purposes of this article, a customs territory is defined as
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any territory with respect to which separate tariffs or other regula-
tions of commerce are maintained for a substantial part of the trade

of such territory. Measures designed to facilitate frontier traffic
between adjacent countries maey be established or continued. An addi-
tional important provision permits any of the contracting parties to
enter into a customs union with one another or with countries not par-
ties to the agreement and, in anticipation thereof, to adopt an interim
agreement under wh:. h they may engage in preferential trade relations
with each other. X Any duties or other regulations established
under arrangements of these types, which are applicable to’/ imports

from other contracting parties, however, may not on the whole be higher
or more restrictive than those which were applicable prior thereto in
the constituent territories. Certain supervisory powers are reserved
to the CONTRACTING PARTIES (i.e., the parties acting jointly, see

art. XXV) to assure that any interim agreement shall lead to the estab-
lishment of a customs union within a reasonable length of time.

The pre-Geneva agreements, though not nearly so detailed as
article XXIV, contain certain exceptions with respect to frontier
traffic and customs unions. They do not specifically permit interim
agreements leading to the formation of customs unions; on the other
hand they do not define customs unions in the narrow sense in which
they are defined in the Geneva agreement.

Joint action by the contracting parties

In order to give effect to those provisions of the Geneva agree-
ment that involve joint action and generally to facilitate the opera-
tion of the agreement, a provision is made for joint action by the
contracting parties (art. XXV). Whenever the Geneva agreement refers
to the parties acting jointly, it refers to them as "CONTRACTING PAR-
TIES" (in capital letters). The administration of many general pro-
visions of the Geneva agreement involves consultation and a determina-
tion as to what may be done under their terms. Because of the multi-
lateral character of the Geneva agreement, some cases would require
consultation among all parties to the agreement, and others, consul-
tation among only a few of the contracting parties. The joint action
here permitted by the CONTRACTING PARTIES authorizes determination of
igsues, by majority vote of the CONTRACTING PARTIES, each contracting
party, except as otherwise provided, to be entitled to one vote at all
meetings. The CONTRACTING PARTIES may by two-thirds majority vote
representing more than half of the contracting parties waive any obli-
gation imposed upon any contracting party or pa.rt.ies by the Geneva
agreement.

The pre-Geneva agreements provide for consultation and coopera-
tion with a view to furthering the objects of the agreements. Since
they were bilateral agreements, there was no occasion in them for
provisions respecting formal meetings of the contracting parties.

Under those agreements, a contracting party could be relieved of its
obligations to the other only with the consent of the other, but under
the miltilateral Geneva agreement a contracting party may be relieved
of its obligations to any other member by the procedure set forth above.

15/ At the meeting of the contracting parties in Habana, Cuba, which
concluded on March 24, 1948, an amendment to this article was adopted
which would permit also free-trade areas and preferential interim
agreements looking to the creation of such areas. rovision may
become of importance in the implementation of the llarshe.]i plan,
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Acceptance, en into e and registrati

Article XXVI provides that each country which subseribes to the
Geneva agreement shall deposit a formal instrument of acceptance with
the Secretary-General of the United Nations; and that the agreement
shall enter into full force and effect—subjeet to the qualification
hereinafter desceribed--30 days after instruments of acceptance have
been received from subscribing countries whose external trade accounts
for 85 percent or more of the external trade of all signatories to the
agreement. The qualification mentioned above stipulates that in the
event of disagreement among the CONTRACTING PARTIES as to whether cer-
tain specified provisions of the Geneva agreement shall govern or,
alternately, the corresponding provisions of the proposed charter for
the International Trade Organization, the agreement shall not enter
into force until such disegreement is resolved. The Secretary-General
of the United Nations is a.ujrized to register the Geneva agreement
when it enters into force. i ,

Withholding or withdrawal of concessions

Recognition is given to the possibility that one or more of the
signatories may fail to apply the agreement, either by withdrawing
from it or in other ways (art. XXVII). In such circumstances, the
other contracting parties may take action with a view to the withhold-
ing or withdrawal of concessions initially negotiated with a government
which does not apply the agreement. Notice of such action, however,
must be given to the other parties to the agreement and, if they so
request, a consultation with regard to the withdrawal must be held
with such other parties as have a substantial interest in the product
concerned.

odification of schedules

Provision is made for the modification of schedulées beginning
January 1, 1951, witnoutv requiring joint action by the contracting
powers (art. XXVIII)., Commencing with that date, any party may with-
draw or modify a concession which it originally granted. The party
desiring to do so, however, is first required to negotiate and seek
agreement for the change with the party with which the concession was
originally negotiated; and is required also to consult with other
parties having a substential interest in the concession. If agree-
ment cemnot be reached, the concession in question msy nevertheless
be withdrawn or modified; the country to which the concession was
‘originally granted, and the other parties having a substantial
interest in the concession, may then withdraw from the party taking
the action concessions substantially equivalent to those initially
negotiated with it.

The pre-Geneva agreements do not contain specific provision for
partial renegotiation of agreements such as is contained in
article XXVIII.

16/ Article XXVI deals with definitive or final entry into force.
Actually the agreement entered into force provisionally on January 1,
1948, except that the provisions of part IT contravening existing
legislation did not become binding at that time.
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Relation of this [
" for an International Trade Organization

Most of the general provisions of the Geneva agreement closely
resemble the corresponding provisions recommended by the Preparatory
Committee for inclusion in the proposed charter for an International
Trade Organization as drafted at Geneva; and virtually all countries
which signed the Geneva agreement participated in drafting the char-
ter. If the charter as revised at Habana, Cuba, should be adopted
and ratified, a large number of countries would be bound under two
different, concurrently running, international agreements which cover
mch the same subject matter. Accordingly, the article of the
Geneva agreement which sets forth the relation of that agree-
ment to the charter for an International Trade Organization
(art. XXIX) provides that on the day ‘the charter enters into force,
article I (most-favored-nation provision) and all of part II (general
commercial policy) of the Geneva agreement shall be suspended and
superseded by the corresponding provisions of the charter. Any
party to the Geneva agreement, however, may lodge an objection with
the other contracting parties to the superseding of any provision
of the Geneva agreement by a provision of the charter. Such objec-
tion must be made within 60 days after the end of the United Nations
Conference on Trade and Employment which opened Habana, Cuba, on
November 21, 1947, and ended March 24, 1948. 1 If eny such objec-
tion is lodged, the contracting parties are required to meet (within
60 days after the final date for lodging objections) to determine
whether the provisions of the charter which are complained of or the
eorresponding provisions of the agreement shall apply. The con-
tracting parties are also required to reach agreemeni concerning the
transfer to the International Trade Organization of the function
described in article XXV (joint action by the contracting parties)
of the General Agreement.

Article XXIX also provides that, pending adoption of a charter
for the International Trade Organization by the signatories to the
Geneva agreement, 'Ehey will observe to the fullest extent of their
executive aunthority the general principles of the Habana charter.
Should the .charter, after it has entered into force, not be adopted
by a given signatory to the Geneva agreement, the contracting parties
thereto are required to confer and to agree whether, and if so in
what way, the agreement, insofar as it affects relations between the
contracting party which has not aceepted the charter and the other
contracting parties,. shall be amended or supplemented.

Amendments

The following provisions are made for amendments (art. XXX) to
the Genmeva agreement: Changes in part I of the Geneva agreement
(which relates to most-favored-nation provisions and the tariff
schedules) and in the article discussed in the preceding paragraph

17/ All governments which signed the Final Act of the Gemeva Con-
ference authenticating the General Agreement on Tariffs and Trade
(except Australia, China, Czechoslovakia, Southern Rhodesia, and the
Union of South Africa) signed a declaration at Habana on March 24,
1948, that they "will not lodge any such objection to the suspension
and supersession of paragraphs 1 and 2 of article I and part II of

the General Agreement on Tariffs and Trade" (Geperal Agreement on
if. d de c i avzna, on

24 March 1948, United Nations Publications Sales No.: 1948. 11 D. 5,
Lake Success, N.Y., 1948) -
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(art. XXIX) require acceptance by all contracting parties. Amend-
ments to other provisions of the Geneva agreement shall, except as
otherwise specifically provided, become effective for those parties
which accept them as soon as two-thirds of the contracting parties
shall approve them.

Withdrawal

The provision for withdrawal (art. XXXI) stipulates that any
contracting party is free to withdraw from the Geneva agreement (on
behalf of either itself or any separate customs territories for which
it has_international responsibility) at any time beginning Janmuery 1,
1951, 18/ upon giving 6 months' written notice to the Secretary-
General of the United Nations. Most pre-Geneva agreements provide-
for their termination, om 6 ths! notice, at the end of 3 years
from their effective dates. 1

ontractin, ties

Article XXXII defines the contracting parties as those which
apply the provisions of the Geneva agreement definitively under
article XXVI or pursuant to the Protocol of Provisional Application.

Accession

Provision is made for accession (art. XXXIII) to the Geneva agree-
ment by governments which did not participate in the negotiation of
the agreement at Geneva in 1947. The terms under which such acces-
sion shall take place are subject to agreement between the acceding
country and all the countries which are contracting parties to the
Geneva agreement at that time. .

Annexes

The annexes (art. XXXIV) constitute an integral part of the
Geneva agreement. They consist of various lists of territories
(such as those constituting preferential trading areas or customs
uniong); dates and percentage computations which are referred to
in the preceding provisions of the Geneva agreement; and a number
of definitions of terms used and interpretations of various provi-
sions of the a.greement. Most of these definitions and interpreta-
tions also appear in the Geneva draft of the charter for the Inter-
national Trade Organization.

18/ That 18 , 3 years after the Geneva agreement entered into
force provisionally. This time limit, therefore, conforms to the
requirements of the Trade Agreements Act.

_Jﬁ/ The Trade Agreements Act provides that every trade agreement
shall be subject to termination at the end of not more than 3 years
from its effective date, and, if not then terminated, shall be sub-
" ject to termination upon not more than é months' notice. Although
most agreements provide for initial terms of 3 years, 12 agreements
provide for shorter initial terms. All agreements except one pro-
vide for their termination on 6 months'! notice in ordinary circum-
stances, and on shorter notice in special circumstances.

20/ By sgreement of the contracting parties at Habana, Cuba, on
March 24, 1948, this article provides for accession if approved by
two-thirds of the CONTRACTING PARTIES.
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SCHEDULES OF TARIFF CONCESSIONS
IN GENEVA AGREEMENT

Arrangement and General Nature

' The teriff concessions which each signatory to the Geneva agree-
ment undertekes to extend to all other signatories of that agreement
are set forth in 20 separate teriff schedules, one for each country
or group of countries participating. 2L Each schedule identifies
the items on which tariff concessions are granted and fixes the
tariff status of each item. Most schedules list the tariff conces-
sions applicable to imports into a single cowntry only; other sched-
ules list concessions which are applicasble to imports into groups of
countries comprising customs unions; and still other schedules
list several subschedules each applicable to a separate customs area
under the jurisdiction of some metropoliten area. Schedule II, for
example, lists the tariff concessioms made by the Belgium-Luxembourg-
Netherlands Customs Union (Benelux) on behalf of the metropolitan-
areas comprising that union and also the colonial areas of Belgium
and the Netherlands; and schedule XVII sets forth the concessions
by the Syro-Lebanese Customs Union. Schedule XI specifies the con-
cessions made by France on behalf of each of the varlous customs
areas comprising the so-called French Union (i.e., the metropolitan
territory of France and 13 separate colonial areas); and schedule XIX
specifies the concessions by the United Kingdom on behalf of itself
and four other separate customs areas under its jurisdiction. The
remaining 16 tariff schedules, including that of the United States
(schedule XX), set forth the concessions made by each country on
behalf of its own metropoliten area only.

Schedules which have application to imports into several dif-
ferent customs areas, such as the schedule of the French Union, sre
divided into as meny lettered sections (e.g., section A, section B,
etc.) as there are separate customs areas covered in. the schedulé.
Concessions applicable to imports into each customs area—vhether a
metropolitan area or a colonial area—eare further subdivided if that
area engages in preferentisl trade with any other area. In such
circumstances, part I of the schedule lists the most-favored-nation
rates, end part II lists the preferential rates, which usually apply
to only a smell part of the items enumerated in part I. Eleven of
the 20 schedules contain enumerations under both parts I and II--
which means that 9 of the 20 schedules provide for most~favored-nation
treatment for all imports.

The schedules which contain both parts I and II (i.e., both most—
favored-nation rates and preferential rates) are as follows:

21/ The number of schedules is greater by one then the number of
final negotiating units listed in table 2 above., The explanation
is that, although Pakistan did not negotiate separately, it signed
the agreement separately and issued its own teriff schedule. That
schedule (XV), however, is identical with Indie's (XII).
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Schedule Country
I Commonwealth of Australia
v Canada
Vi - Ceylon
IX Republic of Cube
X1 . French Union
111 —— Indie
XI11 -~ New Zealand
XV ——eeeeeeemeeee—e_ Pakistan
XVIII -———veeeccommeane ==~ Union of South Africa
XIX -------~=—---—=-=~~---— United Kingdom of Great
Britein and Northern
Irelend
XX - - .—— United States of America

The schedules which provide for most-favored-nation treatment
exclusively are as follows: .

Schedule Country
II -—-v-~eemeeeeeeee—-.- Belgium-Luxembourg-Netherlands
JII ----cemcemcme—eew-- United States of Brazil
IV ————eeemmeieeeeeee— Burma
VII ———- Republic of Chile
VIl ----—-e=ee—ee=es-~--— Republic of China
X ---+ccmececnenmae-.-- Czechoslovek Republic
XIV ---—s--~=veeu-eam=--— Kingdom of Norway
VI ———eee- ——-—————anm Southern Rhodesia
XVII- ----—==~~we-——-e~e--—- Syro-Lebanese Customs Union

Benefits of Scheduled Concessions to the
Signatory Countries

Under the terms of the Geneva agreement each signatory is.
entitled in its own right to all of the concessions granted by each
other signatory. No signatory has to claim the benefit of any con-
cession only by virtue of the most-favored-nation provision of this
agreement itself or of most-favored-nation agreements with individual
signatory countries.

This arrangement differs from that provided for in the pre-
Geneva agreements made by the United States. As regards concessions
grented by the United States, each such asgreement, in itself, merely
mekes them applicable to -the imports from the other party to the
agreement. The extension of these concessions to third countries
depends entirely on the legislation of the United States or on its
most~favored-nation agreements with such third countries. Simi-
larly, concessions granted by the other contracting party to a pre-
Geneve agreement are concessions only to the United States, and
their extension to third countries depends on legisletion of that pertyor -
its agreements with such countries.

Many individual concessions granted by a given coumtry in the
Geneva agreement are in fact of benefit only to a limited number of
the signatories. Thus many signatory countries have not been, snd
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are not likely to become, suppliers of imports to the United States
of a large number of commodities on which the United States has
grented concessions; they therefore gain nothing direetly from such
concessions. Likewise, some of the concessions granted by each of
the other contracting parties are of no direct benefit to the United
States. The proportion of the concessions which directly benefit
the United States, is much larger for some countries than for others.
The United States is, however, a producer and exporter of a wide
veriety of articles, and thus the direct benefits to it from the
concessions in the Geneve agreement are numerocus and widespread,
although individual concessions differ greatly in the magnitude of
the advantage involved. Moreover, concessions which are of no
direct benefit to the United States mey be of indirect benefit
because their direct benefit to other countries increases the buying
power of those countries and hence their purchases of United States
goods.

On the other hand, the benefit of scheduled concessions mey be
lessened or altogether nullified by actions permitted under specified
circumstances by various general provisions of the agreement, such as
the provisions relating to quantitetive restrictions on imports, to
economic development of underdeveloped countries, and to the escape
clause.

The nature and magnitude of the concessions granted and received
by the United States in the Geneva agreement are analyzed in parts III
and IV, respectively, of this report.

BILATERAL AGREEMENTS WHICH ACCOMPANIED
THE GENEVA AGREEMENT

On the same day the Geneve agreement was signed (October 30,
1947), the United Stetes negotiated supplementary bilateral agree-
ments with the following countries: Belgo-Luxembourg Economic Union;
Canada; Cuba, 22/ France, the Netherlands, and the United Kingdom.
These supplementery agreements provide for suspension of the trade
agreements previously in force between the United States and those
countries. Those earlier trade agreements are to remain inoperative
only as long as the United States and each of the countries concerned
are both contracting parties to the Geneva agreement. 2 Conse-
quently, if the Geneva agreement should feail to come into full force,
or if the United States or any of the parties with which it nego-
tiated supplementary agreements on October 30, 1947, should fail to
become, or should cease to be, contracting parties to the General
Agreement, one or more of the earlier trade agreements would be
revived. Such revivael, moreover, would not be contingent upon
further extension of the Trade Agreements Act.

22/ Two protocols to the supplementary agreement with Cuba of
October 30, 1947, were subsequently entered intc for the purpose of
amending certain deteils in the provisions thereof.

23/ As defined in article XXXII of that agreement.
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PRESENT STATUS OF UNITED STATES
TRADE AGREEMENTS

On April 1, 1948, the United States was a party to trade agree-
ments, regotiated under suthority of the Trade Agreements Act, with
41 foreign countries. These countries may be classified in four
groups as follows:

1. Countries (7) with which pre-Geneve agreements have been super-
seded by the Geneve agreement

Belgium France
Canada Luxembourg
Cuba Netherlands

United Kingdom

A11 these countries put the Geneve agreement into effect pro-
visionally on January 1, 1948. ‘

2. Countries (14) with which the United States had no previous
asgreement in force when the Geneve agreement came into

effect
Australis Lebanon
Burma New Zealand
Ceylon 24/ Norway
Chile Pakistan
China Southern Rhodesia
Czechoslovekia Syria
Indis Union of South Africa

Of the foregoing countries, only Australie put the Geneva agree-
ment into effect provisionally on Jenuary 1, 1948. Nome of
the others have as yet (April 1, 1948) put it into effect. 25/

3. Countries (1 only) which are parties to the Geneva sgreement
but with which a pre-Geneva agreement remeins in effect until
they put the Geneva agreement into effect

Brazil (pre-Geneva agreement became effective
on January 1, 1936)

4+ Countries (19) not.parties to the Geneva agreement with which
the United States has trade agreements

24/ Ceylon first became a signatory to a trade.agreement with the
United States when it signed the Gemeva agreement, but prior thereto
its trade with the United States was governed by the trade agreement
between the United States and the United Kingdom.

g;/ Czechoslovakia signed the protocol on March 21, 1948, putting
the agreement into effect provisionally om April 21, 1948; and,
under & proclemation of the President of the United States, the
United States concessions negotiated with Czechoslovekia became
effective on April 21, 1948.
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Lountry Effective date
of sgreement
Argentina -—- Nov. 15, 1941
Colombia ~—-— May 20, 1936
Costa Rica — Aug. 2, 1937
Ecuador —---- Oct. 23, 1938
El Selvador - May 31, 1937
Pinlend —-— Nov. 2, 1936
Guatemala --- June 15, 1936
Haiti -~ — June 3, 1935

Hondurag ---- Mar. 2, 1936

Country Effective date
of agreement
Iceland ————- Nov. 19, 1943
Iran ——mmmeem June 28, 1944
Mexico ——-———- Jan. 30, 1943
Paragusy -——— Apr. 9, 1947
Peru ———————— July 29, 1942
Sweden -—-— Aug. 5, 1935
Switzerland - Feb. 15, 1936
Turkey ----—— May 5, 1939
Uruguay —--- Jan. 1, 1943

Venezuela -— Dec. 16, 1939
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APPENDIX A

MESSAGE FROM THE PRESIDENT (MARCH 2, 1934) TRANSMITTING 4 REQUEST TO
AUTHORIZE THE EXECUTIVE TO ENTER INTO EXECUTIVE COMMERCIAL AGREE~
MENTS WITH FOREIGN NATIONS

/H. Doc. 273, 73d Cong., 24 sess./
To the Congress: '

I am requesting the Congress to authorize the Executive to
enter into executive commercial agreements with foreign nations; and
in pursuance thereof within carefully guarded limits to modify exist-
ing duties and import restrictions in such a way as will benefit
American agriculture and industry.

This action seems opportune and necessary at this time for
several reasons. i :

First, world trade has declined with startling rapidity.
Measured in terms of the volume of goods in 1933, it has been reduced
to approximately 70 percent of its 1929 volume; measured in terms of

dollars, it has fallen to 35 percent. The drop in the foreign trade -
of the United States has been even sharper. Our exports in 1933 were

but 52 percent of the 1929 volume, and 32 percent of the 1929 value.

This has meant idle hands, still machines, ships tied to
their docks, despairing farm households, and hungry industrial fami-

lies. It has made infinitely more difficult the planning for economi

readjustment in which the Government is now engaged.

You and I know that the world does not stend still; that
trade movements and relations once interrupted can with the utmost
difficulty be restored; that even in tranquil and prosperous times
there is a constent shifting of trade chamnels.

How much greater, how much more violent is the shifting in
these times of change and of stress is clear from the record of cur-
rent history. Every nation mist at all times be in a position
quickly to adjust its taxes and tariffs to meet sudden changes and
avoid severe fluctuations in both its exports and its imports.

You and I know, too, that it is important that the cowmtry
possess within its borders a necessary diversity and balance to main-
tain & rounded national life, that it must sustain activities vital
to national defense and that such interests camnot be sacrificed for

_passing advantage. Equally clear is the fact that a full and perma-

{jrent domestic recovery depends in part upon a revived and strengthene

_iinternational trade and that Americen exports cannot be permenently
creased without & corresponding increase in imports.

Second, other governments are to an ever-increasing extent
winning their share of international trade by negotiated reciprocal
trade agreements., If American agrieultursl and industrial interests
are to retain their deserved place in this trade, the American Goverr
ment must be in a position to bargain for that place with other

64

~—’



PART II. HISTORY 65

governments by rapid and decisive negotiation based upon a carefully
considered program, and to grant with discernment corresponding oppor-
tunities in the American market for foreign products supplementary to
our own.

If the American Government is not in a position to make fair
offers for fair opportunities, its trade will be superseded. If it
is not in a position at a given moment repidly to alter the terms on
which it is willing to deal with other countries, it cannot adequately
proteet its trade against discriminations and against bargains injuri-
ous to its interests. Furthermore a promise to which prompt effect
cannot be given 1s not an inducement which can pass current at par in
commercial negotiations.

For this reason, any smaller degree of authority in the
hands of the Executive would be ineffective. The executive branches
of virtually all other important tra.ding countries already possess
some such power.

I would emphasize that quick results are not to be expected.
The successful building up of trade without injury to American pro-
ducers depends upon a cautious and gradual evolution of plans.

The disposition of other countries to grent an improved
place to American products should be carefully sounded and considered;
upon the attitude of each must somewhat depend our future course of
action. With countries which are unwilling to abandon purely restric-
tive national programs, or to make concessions toward the reesteblish-
rent of iInternational trade, no headway will be possible.

The exercise of the authority which I propose must be care—-r*>
fully weighed in the light of the latest information so as to give 4
assurance that no sound and important Americen interest will be g
injuriously disturbed. The adjustment of our foreign-irade rela-
tions must rest on the premise of underteking to benefit and not to
injure such interests. 1In a time of difficulty and unemployment
such as this, the highest consideration of the position of the dif-
ferent branches of American production is required.

From the policy of reciprocal negotiation which is in
prospect, I hope in time that definite gains will result to American
agriculture and industry.

Important branches of our agriculture, such as cotton,
tobacco, hog products, rice, cereal, and fruit raising, and those
branchés of American industry whose mass production methods have led
the world, will find expended opportunities and productive capacity
in foreign markets, and will thereby be spared in part, at least,
the heartbreaking readjustments that must be necessary if the shrink-
age of American foreign commerce remains permament.

A resumption of international trade cannot but improve the
general situation of other countries, and thus increase their pur-
chasing power. Let us well remember that this in turn spells
increased opportunity for American sales.
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. Legislation such as this is an essential step in the program
of national economic recovery which the Congress has elaborated during
the past year. It is part of an emergency program necessitated by
the economic crisis through which we are passing. It should provide
that the trade sgreements shall be terminable within a period not to
exceed 3 years; a shorter period probably would not suffice for put-
ting the program into effect. In its execution, the Executive must,
cf course, pay due heed to the requirements of other branches of our
recovery program, such as the National Industrial Recovery Act.

I hope for early aétion. The many immediate situations in
the field of international trade that today await our attention can
thus be met effectively and with the least possible delay.

FRANKLIN D. ROOSEVELT.

THE WHITE HOUSE,
March 2, 1934.

APPENDIX B

TRADE AGREEMENTS ACT OF JUNE 12, 1934

/48 ‘Stat. 943; 19 U.S.C. 1351-1354/
An Act

To amend the Tariff Act of 1930.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Tariff Act

‘of 1930 is amended by adding at the end of title III the following:

"Part III--Promotion of Foreign Trade

"Sec. 350. (a) For the purpose of expanding foreign markets for
the products of the United States (as a means of assisting in the
present emergency in restoring the American standard of living, in
overcoming domestic unemployment and the present economic depression,
in increasing the purchasing power of the American public, and in
esteblishing and maintaining a better relationship among various
branches of American agriculture, industry, mining, and commerce) by
regulating the admission of foreign goods irnto the United States in
accordance with the characteristics and needs of various branches of
American production so that foreign markets will be made available
to those branches of American production which require and are cep-
able of developing such outlets by affording corresponding market
opportunities for foreign products in the United States, the Presi-
dent, whenever he finds as a fact that any existing duties or other
import restrictions of the United States or auy foreign country are
unduly burdening and restricting the foreign trade of the United
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States and that the purpose above declared will be promoted by the
means hereinafter specified, is authorized from time to time--

"(1) To enter into foreign trade agreements with foreign govern-—
ments or instrumentalities thereof; and

"(2) To proclaim such modifications of existing duties and other
import restrictions, or such additional import restrictions, or such
continuasnce, and for such minimum periods, of existing customs or
excise treatment of any article covered by foreign trade agreements,
as are required or appropriate to carry out any foreign trade agree-
ment that the President has entered into hereunder. No proclamation
shall be made increasing or decreasing by more than 50 per centum any -
eﬁw or transferring any article between the dutiable:

. and“free Iists.—— The proclaimed duties and other import restrictions
shall apply to articles the growth, produce, or manufacture of all
foreign countries, whether imported directly, or indirectly:

Provided, That the President may suspend the application to articles

the growth, produce, or menufacture of any country because of its

discriminatory itreaiment of American commerce or because of other £
acts or policies which in his opinion tend to defeat the purposes set !
forth in this section; and the proclaimed duties and other import
restrictions shall be in effect from and after such time as is speci-
fied in the proclamation. The President may at any time terminate
any such proclamation in whole or in part.

n(b) Nothing in this section shall be construed to prevent the ;
application, with respect to rates of duty established under this sec- -
tion pursuent to agreements with countries other than Cuba, of the
provisions of the treaty of commercial reciprocity concluded between
the United States and the Republic of Cuba on December 11, 1902, or
to preclude giving effect to an exclusive agreement with Cuba con- :
cluded under this section, modifying the existing preferential customs !
treatment of any article the growth, produce, or manufacture of Cuba: !
Provided, That the duties payable on such an article shall in no case
be increased or decreased by more than 50 per centum of the duties
now payable thereon.

n(c) As used in this section, the term 'duties and other import
restrictions! includes (1) rate and form of import duties and classi-
fication of articles, and (2) limitations, prohibitions, charges, and
exactions other than duties, imposed on importation or imposed for
the regulation of imports.”

Sec. 2. (a) Subparagraph (d) of paragraph 369, the last sentence
of paragraph 1402, and the provisos to paragraphs 371, 401, 1650,
1687, and 1803 (1) of the Tariff Act of 1930 are repealed. The pro-
visions of sections 336 and 516 (b) of the Tariff Act of 1930 shall
not apply to any article with respect to the importation of which
into the United States a foreign trade agreement has been concluded
pursuant to this Act, or to any provision of ‘any such agreement.

The third paragraph of section 311 of the Tariff Act of 1930 shall
apply to any agreement concluded pursuant to this Act to the extent
only that such agreement assures to the United States a rate of duty
on wheat flour produced in the United States which is preferential in
respect to the lowest rate of duty imposed by the coumtry with which
such agreement has been concluded on like flour produced in any other
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country; and upon the withdrawal of wheat flour from bonded manufac-
turing warehouses for exportation to the country with which such
agreement has been concluded, there shall be levied, collected, and
paid on the. imported wheat used, a duty equal to the amount of such
assured preference.

(b) Every foreign trade agreement concluded pursuant to this Act
i'shall be subject to termination, upon due notice to the foreign govern-
. ment concerned, at the end of not more than three years from the date
j on which the agreement comes into force, and, if not then terminated,

{ ghall be subject to termination thereafter upon not more than six
months' notice.

i (¢) The authority of the President to enter into foreign trade
jagreements under section 1 of this Act shall terminate on the expira-
¢ tlon of three years from the date of the enactment of this Act.

Sec. 3. Nothing in this Act shall be construed to give any
authority to cancel or reduce, in any manner, any of the indebtedness
of any foreign country to the United States. .

Sec. 4. Before any foreign trade agreement is concluded with any
foreign government or instrumentality therecof umder the provisions of
this Act, reasonable public notice of the intention to negotiate an
agreement with such government or instrumentality shall be given in.
order that any interested person may have an opportunity to present
his views to the President, or to such agency as the President may
designate, under such rules and regulations as the President may pre-
scribe; and before concluding such agreement the President shall seek
information and advice with respect thereto from the United States
Tariff Commission, the Departments of State, Agriculture, and Commerce
and from such other sources as he may deem appropriate.

Approved, June 12, 1934, 9:15 p.m.

APPENDIX C

EXTENSION OF TRADE AGREEMENTS ACT, JULY 5, 1945
/59 stat. 410; 19 U.S.C. 1351-13547
An Act

To extend the authority of the President under section 350 of
the Tariff Act of 1930, as amended, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the period during
which the President is authorized to emter into foreign trade agree-
ments under section 350 of the Tariff Aet of 1930, as amended and
extended, is hereby extended for a further period of three years from

June 12, 1945.
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Sec. 2. (a) The second sentence of subsection (a) (2) of such
section, as amended (U.S.C., 1940 edition, Supp. IV, title 19, sec.
1351 (&) (2) ), is amended to read as follows: "No proclamation
shall be made increasing or decreasing by more than 50 per centum i
any rate of duty, however established, existing on January 1, 1945 |
(even though temporarily suspended by Act of Congress), or transfer- |
ring any article between the dutiable and free lists.m ‘

(b) The proviso of subsection (b) of such section (U.S.C.,
1940 edition, sec. 1351 (b) ) is amended to read as follows:
"Provided, That the duties on such an article shall in no case be
inereased or decreased by more than 50 per centum of the duties,
however established, existing on January 1, 1945 (even though tem-
porarily suspended by Act of Congress)",

Sec. 3. Such section 350' is further amended by adding at the
end thereof a new subsection to read as follows:

n(d) (1) When any rate of duty has been increased or decreased
for the duration of war or an emergency, by agreement or otherwise,
any further increase or decrease shall be computed upon the basis of
the post~war or post-emergency rate carried in such agreement or
otherwise.

n(2) Where under a foreign trade agreement the United States
has reserved the unqualified right to withdraw or modify, after the
termination of war or an emergency, a rate on'a specific commodity,
the rate on such commodity to be considered as 'existing on January 1,
1945' for the purpose of this section shall be the rate which would
have existed if the agreement had not been entered into.

"(3) No proclamation shall be made pursuant to this section
for the purpose of carrying out any foreign trade agreement the proc-
lamation with respect to which has been terminated in whole by the
President prior to the date this subsection is enacted."

Sec. 4. Section 4 of the Act entitled "An Act to amend the
Tariff Act of 1930", approved June 12, 1934 (U.S.C., 1940 edition,
title 19, sec. 1354), relating to the governmental agencies from
which the Presidert shall seek information and advice with respect
to foreign trade agreements, is amended by inserting after "Depart—-
ments of State," the following: "War, Navy, .

Approved July 5, 1945.
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EXECUTIVE ORDER 9832 (FEBRUARY 25, 1947), PRESCRIBING PROCEDURES FOR
THE ADMINISTRATION OF THE RECIPROCAL TRADE AGREEMENTS PROGRAM

/12 F.R. 1363-1365/

By virtue of the authority vested in me by the Constitution.and
statutes, including section 332 of the Tariff Aet of 1930 (46 Stat.
698) and the Trade Agreements Act approved June 12, 1934, as amended
(48 Stat. 943; 59 Stat. 410), in the interest of the foreign affairs
functions of the United States and in order that the interests of the
various branches of American production shall be effectively safe-
guarded in the administration of the trade-agreements program, it is
hereby ordered as follows:

Part I

1. There shall be included in every trade agreement hereafter

¢ entered into under the authority of said act of June 12, 1934, as

. amended, a clause providing in effect that if, as a result of unfore-
seen developments and of the concession granted by the United States
on any article in the trade agreement, such article is being imported
in such increased quantities and under such conditions as to cause,
or threaten, serious injury to domestic producers of like or similar
articles, the United States shall be free to withdraw the concession,
in whole or in part, or to modify it, to the extent and for such time
as may be necessary to prevent such injury.

. 2. The United States Tariff Commission, upon the request of the
President, upon its own motion, or upon application of any interested
party when in the judgment of the Tariff Commission there is good and
sufficient reason therefor, shall make an investigation to determine
whether,. as a result of unforeseen developments and of the concession
granted on any article by the United States in a trade agreement con-
taining such a clause, such article is being imported in such
increased quantities and under sveh conditions as to cause or threaten
serious injury to domestic producers of like or similar articles.
Should the Tariff Commission find, as a result of its investigation,
that such injury is being caused or threatened, the Tariff Commission
shall recommend to the President, for his consideration in the light
of the public interest, the withdrawal of the concession, in whole or
in part, or the modification of the concession, to the extent and for
such time as the Tariff Commission finds would be necessary to prevent
such injury.

3. In the course of any investigation under the preceding para-
graph, the Tariff Commission shall hold public hearings, giving
reasonable public notice thereof, and shall afford reasonable oppor-
tunity for parties interested to be present, to produce evidence, and
to be heard at such hearings. The procedure and rules and regula-
tions for such investigations and hearings shall from time to time
be prescribed by the Tariff Commission.
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4. The Tariff Commission shall at all times keep informed con-
cerning the operation and effect of provisions relating to duties or
other import restrictions of the United States contained in trade
agreements heretofore or hereafter entered into by the President
under the authority of said act of June 12, 1934, as amended. The
Tariff Commission, at least once a year, ghall submit to the President
and to the Congress a factual report on the operation of the trade-
agreements program.

Part IT

5. An Interdepartmental Committee on Trade Agreements (herein-
after referred to as the Interdepartmental Committee) shall act as
the agency through which the President shall, in accordance with
section 4 of gaid act of Jume 12, 1934, as amended, seek information
and advice before concluding a trade agreement. In order that the
interests of American industry, labor, and farmers, and American
military, finaneial, and foreign policy, shall be appropriately repre-
sented, the Interdepartmental Committee shall consist of a Commissioner
of the Tariff Commission and of persons designated from their respec-
tive agencies by the Secretary of State, the Secretary of the Treasury,
the Secretary of War, the Secretary of the Navy, the Secretary of
Agriculture, the Secretary of Commerce, and the Secretary of Labor.
The chairman of the Interdepartmental Committee shall be the repre-
sentative from the Department of State. The Interdepartmental Com-
mittee may designate such subcommitiees as it may deem necessary.

6. With respect to each dutiable import item which is considered
by the Interdepartmental Committee for inclusion in a trade agreement,
the Tariff Commission shall make an analysis of the facts relative to
the production, trade, and consumption of the article involved, to the
probable effect of granting a concession thereon, and to the competi-
tive factors involved. Such analysis shall be submitted in digest
form to the Interdepartmental Committee. The digests, excepting con-
fidential material, shall be published by the Tariff Commission.

7. With respect to each export item which is considered by the
Interdepartmental Committee for inclusion in a trade agreement, the
Department of Commerce shall make an analysis of the facts relative
to the production, trade, and consumption of the article involved, to
the probable effect of obtaining a concession thereon, and to the com-
petitive factors involved. Such analysis shall be submitted in digest
form to the Interdepartmental Committee.

8. After analysis and consideration of the studies of the Tariff
Commission and the Department of Commerce provided for in paragraphs 6
and 7 hereof, of the views of interested persons presented to the Com-
mittee for Reciprocity Informstion (established by Executive Order )
6750, dated June 27, 1934, as amended by Executive Order 9647, dated
October 25, 1945), end of any other informetion available to the
Interdepartmental Commitiee, the Interdepartmental Committee shall
make such recommendations to the President relative to the conclusion
of trade agreements, and to the provisions to be included therein,
as are considered appropriate to carry out the purposes set forth in
said act of June 12, 1934, as amended. If any such recommendation
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to the President with respect to the inclusion of a concession in any
trade agreement is not unanimous, the President shall be provided
with a full report by the dissenting member or members of the Inter-
‘departmental Committee giving the reasons for their dissent and
specifying the point beyond which they consider any reduction or
concession involved cannot be made without injury to the domestic
economy . .

Part ITI

9. There shall also be included in every trade agreement here-
after entered into under the authority of said act of June 12, 1934,
as amended, a most-favored-nation provision securing for the exports
of the United States the benefits of all tariff concessions and other
tariff advantages hereafter accorded by the other party or parties to
the agreement to any third country. This provision shall be subject
to the minimum of necessary exceptions and shall be designed to
obtain the greatest possible benefits for exports from the United
States. The Interdepartmental Committee shall keep informed of
discriminations by any country against the trade of the United States
which cannot be removed by normal diplomatic representations and, if
the public interest will be served thereby, shall recommend to the
President the withholding from such country of the benefit of con-
‘eessions granted under said act. ) A

HARRY S. TRUMAN.

THE WHITE HOUSE,
i February 25, 1947.

APPENDIX E

STATEMENT BY THE PRESIDENT (FEBRUARY 25, 1947)
REGARDING EXECUTIVE ORDER 9832

I wish to reaffirm the faith of this Administration in the
Cordell Hull Reciprocal Trade Agreements Program, which became effec-
tive in 1934 and which has been extended by Congress all these years.
This program is based on the principle of negotiations between this
end other countries for the reduction of trade restrictions and
elimination of discriminations on a mutually advantageous basis;

,?%for each concession granted by the United States, a corresponding
¥concession is received. This program has become an integral part
of our foreign policy, and has widespread support from industry,

lebor and farmers.
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I am today issuing an Executive Order which formalizes and makes
mendatory certain existing trade agreements procedures and which, in
addition, makes some procedural changes. I wish to make clear that
the provisions of the order do not deviate from the traditional
Cordell Hull principles. They simply mske assurance doubly sure that
American interests will be properly safeguarded.

This order is the result of conversations. between Under Secre-
taries of State Acheson and Clesyton and Senators Vandemberg and /
Millikin, and has been carefully considered by the inter—departmenta]l
trade agreements organization. This organization is composed of
representatives of the Departments of State, War, Navy, Treasury,
Agriculture, and Commerce, and the Tariff Commission.

The United States is preparing to meet with eighteen other
nations in Geneva on the tenth of April to negotiate on policies
affecting world trade. We plan to complete the draft of a charter
establishing common prineciples of world trade policy and setting up
an international trade organization. We also shall negotiate the
reduction of tariffs, the removal of other barriers to trade, and
the elimination of discriminatory practices. I am very happy that
Senators Vandenberg and Millikin agree that we should go forward with
the Geneva negotiations.

A1l of us must now recognize that bi-partisan support of our
foreign economic policy, as well as of our foreign policy in genersl,
is essential. If we are to succeed in our efforts, through the
United Nations, to organize the world for peace, we camnot refuse our
cooperation where economic questions are involved. Here, as else~
where in our foreign relations, we must abandon partisanship and
unite in our support of a foreign policy that serves the interests
of the nation as a whole. .

APPENDIX F

EXECUTIVE ORDER 6750 (JUNE 27, 1934), PUBLIC NOTICE AND PRESENTATION
OF VIEWS IN CONNECTION WITH FOREIGN TRADE AGREEMENTS

WHEREAS section 4 of the act of Congress approved June 12, 1934,
entitled "An Act To amend the Tariff Act of 1930" provides:

. "Sec. L. Before any foreign trade agreement is concluded with
any foreign government or instrumentality thereof under the provi-
sions of this Act, reasonable public notice of the intention to
negotiate an agreement with such government or instrumentality shall
be given in order that any interested person may have an opportunity
to present his views to the President, or to such agency as .the
President may designate, under such rules and regulations as the
President may prescribe; and before concluding such agreement the
President shall seek information and advice with respect thereto
from the United States Tariff Commission, the Departments of State,
Agriculture, and Commerce and from such other sources as he may deem
appropriate.”




/A TRADE AGREEMENTS PROGRAM TO APRIL 1948

NOW, THEREFORE, I, FRANKLIN D. ROOSEVELT, President of the
United States of America, acting under and by virtue of the authority
vested in me by the aforesaid section, prescribe the following pro-
cedure with respect to the giving of public notice of the intention
to negotiate trade agreements end with respect to the granting of
opportunity on the part of interested persons to present their views:

1. At least 30 days before any foreign-trade agreement is con-
cluded under the provisions of the act notice of the intention to
negotiate such agreement shall be given by the Secretary of State.
Such notice shall be issued to the press and publiskied in Press
Releases of the Department of State, the weekly Treasury Decisions,

and Commerce Reports.

2. Persons desiring to present their views with respect to any
4 such proposed agreement shall present them to a committee to be known
* as the Committee for Reciprocity Informetion. Said Committee, here-
' inafter referred to as the Committee, shall consist of members desig-—
f} neted from the personnel of their respective departments or offices
by the Secretary of State, the Secretary of Agriculture, the Secre-
tary of Commerce, the National Recovery Administrator, the Chairman
of the Tariff Commission, the special adviser to the President on
foreign trade, and the heads of such other Federal departments or
offices as mey be named from time to time by the Executive Committee
on Commercial Policy. The Committee shall function under the direc-
tion and supervision of, and its chairmen shall be designated from
among the members of the Committee by, the Executive Committee on
Commercial Policy.

3. The form end menner in which views masy be presented, the
place at which they shall be presented, and the time limitations
for such presentation shall from time to time be prescribed by the
Committee which may designate such subcommittees. as it may deem

necessary.

FRANKLIN D. ROOSEVELT.

THE WHITE HOUSE,
June 27’ 1934.



APPENDIX G

EXECUTIVE ORDER 8190 (JULY 5, 1939), PLACING THE COMMITTEE FOR
RECIPROCITY INFORMATION UNDER THE JURISDICTION AND CONTROL
OF THE DEPARTMENT OF STATE

[4 PR, 27857

By virtue of the authority vested in me by the Act of June 12,
1934, entitled "An Act to emend the Tariff Act of 1930" (48 Stat. 943),
as amended, the Committee for Reciprocity Informetion, created by
Executive Order No. 6750 of June 27, 1934, is hereby placed under the
jurisdiction and control of the Department of State, its functions to
be exercised under the direction and supervision of the Secretary of
State, who shall designate from the membership of the Committee the
Chairman thereof.

The Executive Committee on Commercisl Policy, created by Execu-~
tive Letter of November 11, 1933, and continued by Executive Orders
No. 6656 of March 27, 1934, end No. 7260 of Decerber 31, 1935, shall
continue to exercise its function of selecting certein members of
the sald Committee for Reciprocity Informetion.

This order shall become effective on July 1, 1939.

FRANKLIN D. ROOSEVELT.

THE WHITE HOUSE,
July 5, 1939.

APPENDIX H

EXECUTIVE ORDER 9647 (OCTOBER 25, 1945), REGULATIONS RELATING TO THE
GIVING OF PUBLIC NOTICE AND THE PRESENTATION OF VIEWS IN CONNECTION
WITH FOREIGN TRADE AGREEMENTS

/3o F.R. 133517
Executive Order No. 6750 of June 27, 1934, is hereby amended to
read as follows:
WHEREAS section 4 of the act approved June 12, 1934, 48 Stat.

945, as amended by Public Law 130, 79th Congress, approved July 5,
1945, provides as follows:

()
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"Sec. 4. Before any foreign trade agreement is concluded with
any foreign government or instrumentality thereof under the provi-
sions of this Act, reasonable public notice of the intention to
negotiate an sgreement with such government or instrumentality shall
be given in order that any interested person msy have an opportunity
to present his views to the President, or to such agency as the
President mey designate, under such rules and regulations as the
President may prescribe; and before concluding such agreement the
President shall seek information and advice with respect thereto
from the United States Tariff Commission, the Departments of State,
¥ar, Navy, Agriculture, and Commerce and from such other sources as
he may deem appropria‘be.

NOW, THEREFORE, by virtue of the authority vested in me by the
foregoing statutory provisions, I hereby prescribe the following regu-
lations governing the procedure with respect to the giving of public
notice of the intention to negotiate foreign trade agreements and with
respect to the granting of opportunity to interested persons to pre-
gent their views:

1. At least thirty days before any trade agreement is concluded
under the provisions of the said act of June 12, 1934, as amended,
commonly known as the Trade Agreements Act, the Secretary of State
shall cause notice of the intention to negotiate such agreement to
be published in the Federal Register. Such notice shall also be
issued to the press and published in the Department of State Bulletin,

the Treasury Decisions, and the Foreign Commerce Weekly.

2. Persons desiring to present their views with respect to any
such proposed agreement shall present them to the Committee for Reci-
procity Information., The said Committee .shall consist of members
designated from the persomnel of their respective agencies by the
Cheirmen of the United States Tariff Commission, the Secretary of
State, the Secretery of the Treasury, the Secretary of War, the
Secretary of the Navy, the Secretary of Agriculture, the Secretary
of Commerce, and the heads of such other egencies as the Secretary
of State may designate on the recormendation of the Committee. The
chairmen of the Committee shall be designated from among the members
of the Committee by the Secretary of State. The Committee may
designate such subcommittees as it may deem necessary.

3. The Committee shall accord reasonable opportunity to inter-
ested persons to present their views on any proposed or existing
trade agreement or any aspect thereof. The form and manner in which
such views may be presented, the place at which they shall be pre-
sented, and the time limitations for such presentation shall from
time to time be prescribed by the Committee.

The provisions of Executive Order No. 8190 of July 5, 1939,
relating to the Cormittee for Reciprocity Information are hereby
revoked.

HARRY S. TRUMAN.

THE WHITE HOUSE,
October 25, 1945.

U. S. GOVERNMENT PRINTING OFFICE : 0—1949









OTHER RECENT REPORTS OF THE
UNITED STATES TARIFF COMMISSION

WAR CHANGES IN INDUSTRY SERIES

No. 1. Raw Wool No. 14. Aluminum, 25¢
No. 2. Industrial Alcohol No. 15. Iron and Steel, 30¢
No. 3. United States Stock-Pile No. 16. Potatoes, 15¢
Wools ‘No. 17. Petroleum, 30¢
No. 4. Mercury 3 No. 18. Edible Tree Nuts, 20¢
No. 5. Dehydrated Vegetables No. 19. Dyes, 25¢
No. 6. Rubber, 20¢ ; No. 20. Watches, 40¢
No. 7. Pottery Tableware No. 21. Mica, 25¢
No. 8. Red Cedar Shingles No. 22. Newsprint, 15¢
" No. 9. Sheet (Window) Glass No. 23. China Clay or Kaolin, 25¢
No. 10. Magnesium ' No. 24. Grapes and Grape Products,
No. 11. Cigarette Paper, 10¢ 20¢
No. 12. Refractory Magnesia (Magne- NO- 25. Softwood Lumber, 25¢
site), 15¢ No. 26. Burlap, 20¢
No. 13. Hides and Skins and Leather, No. 27. Cotton Cloth, 40¢
25¢ No. 28. Plastics Products, 25¢

‘MISCELLANEOUS REPORTS

United States Import Duties (1948), $2 Thirty-Second Annual Report of the
United States Tariff Commission
(1948), 20¢

Note.~The reports followed by a price may be purchased from the Superintendent of Docu-
ments, U. S. Government Printing Office, Washington 25, D. C.” See inside front cover for
list of additional reports. These and other reports issued by the U.S. Tariff Commission
may also be consulted in the official depository libraries throughout the United States.
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The Prlmary Source of Admlmstratlve Law

The Federal Register pubhshes the full text of admin-
istrative law as it is created from day to day by Federal
executive agencies. This official publication contains
proclamations, Executive orders, and regulations of general
applicability and legal effect. It is the key to the following
subjects and many more in the field of admlmstratlve law:

Agriculture o .Markeung
Aliens. - Military Aﬂ’anrs
Atomic Energy . Money and Finance
" Aviation o - Patents-
‘Business Credit Public Contracts
Communications Public Lands
Customs . - Securities. .
. Fair-Trade Prac-- .~ Shipping
 tice" Social Securzty
- Food and Drugs . Taxation
Foreign Relations : ,Transportatzon
and Trade : Uttlztles ‘
Hotising : " Veterans’ Affairs

Labor Relations " Wages and Hours

A SAMPLE COPY AND INFORMATION MAY BE OBTAINED
ON REQUEST TO THE FEDERAL REGISTER, NATIONAL
'‘ARCHIVES, WASHINGTON 25, D. C.

Order fram the Supenntendent of Documents, United

Washungton 20, D C

$1.50 per month e ;A;fﬂ i]$ 15 per year

Sthes..G_o.uez:nment_Brmtmgmaﬁice,m., e



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



