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Preface

This report, the 19th issued by the United States Tariff Commig-
sion on the operation of the trade agreements program, relates to the
period from January 1, 1967 through December 31, 1967. The report is
is made pursuant to section 402(b) of the Trade Expansion Act of 1962
(76 Stat. 902), which requires the Commission to submit to the
Congress, at least once a year, a factual report on the operatibn of
the trade agreements program. 1/

During the year covered by this report, the Kennedy Round of
multilateral trade-agreement negotiations was successfully concluded.
In recognition of the importance of this evént; the 19th report pre-
sents a comprehensive account of the major problems and issues en-
countered by the contracting parties at the Kennedy Round negot;atigns
and the principal results achieved.

Other important developments, during 1967, discussed herein
relate to: actions by the United States affecting its obligations
under the trade agreements program; actions and programs initiated
under the GATT to implement the General Agreement on Tariffs and
Trade; and the major commercial policy developments in countries with

which the United States has trade agreements.

1/ The first report in this series was U.S. Tariff Commission,
Operation of the Trade Agreements Program, June 193k to April 1948,
Rept. No. 160, 24 ser., 1949, Hereafter that report will be cited
as Operation of the Trade Agreements Program, lst report. The 24,
3d, and succeeding reports of the Tariff Commission on the opera-
tion of the trade agreements program will be cited in similar short
form,
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The Trade Expansion Act of 1962 provided the legal framework
for conduct of the trade agreements program during the year under
review.

This réport was. prepared principally by Eleanor M. Hadley,
John F. Hennessey, Jr., Magdolna Kornis, Peter R. Kressler, and

George C. Nichols.
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Chapter 1

U.S. Actions in Connection With the Trade
Agreements Program

At the close of 1967, the United States had trade-agreement obli-
gations in force with nearly three-fifths of the nations of the world.
The obligations had resulted primarily from the joint membership of
the United States and its respective trading partners in the General
Agreement on Tariffs and Trade (GATT ). The remaining obligations
had been incurred through bilateral agreements that were still oper-
ative between the United States and certain individual countries; most
of the bilateral trade-agreement partners ﬁere in Latin America.

During 1967, five countries acceded to.full membership in the
GATT. The Kennedy Round of tariff negotiations was concluded in June
1967 after the participants had agreed to reduce sugstantially im-
port duties on industriai products and to increase access for‘aggi-
cultural commodities. During the Kennedy Round, an International
Grains Arrangement and an Antidumping Code were concluded and the
Long-Term Arrangement in Cotton Textiles (LTA) was renewed. During
1967, trade in automotive products continued to expand between the
United States and Canada, stimulated by the automotive products agree-
ment that had been in effect between the two countries since 1965.
During the year 16 groups of workers filed petitions for adjustment
- assistance under the Automotive Products Trade Act (APTA). 1In the
year under review, the United States contracted new bilateral agree-

ments and extended existing agreements in cotton textiles with nine

countries. Also during 1967, the U.S., Tariff Commission conducted a



number of investigations under the escape-clauée provisions of the
Trade Expansion Act of 1962 (TEA) and an investigation under section
22 of the Agricultural Adjustment Act of 1933. These developments

are discussed in detail in the sections that follow.

STATUS OF U.S. TRADE-AGREEMENT OBLIGATIONS

In recent years, U.S. trade-agreement obligations have origi-
nated both multilaterally andvbilaterally. Multilateral obligations
were contracted through U.S., participation in the GATT, and the bi-
latersal fhrough'U.S. hegotiations with individual countries. Obliga—
pions contracted under multilateral arrangements have predominated.
dbligations assumed under bilateral agreements in recent years have
‘been limited, primarily because of the accession to GATT membership
of former bilateral partners of the_Unitedlstates.

At the end of 1967, the United States had trade-agreement obli-
gations in force ﬁith 79 countries. Of these countries, 75 had
"mutual trade-agreement commitments with the United States as a re-
sult of their common membership in the GATT; 72 of them were full
cbﬁtracting parties,.ljg/ and the remaining three were provisional

contracting parties. §/ The United States also had trade-agreement

1/ The term "contracting parties," when used without initial capi-

tals (contracting parties) refers to member countries of the GATT,
acting individually; when used with initial capitals (Contracting
Parties), it refers to member countries acting as a group.

2/ Obligations with Switzerland resulted from both its full member-
ship in the GATT and a bilateral trade agreement with the United
States.

g/ Obligations with Iceland resulted from both its provisional mem-

bership in the GATT and a bilateral trade agreement with the United
States.



obligations in force through bilateral agreements with four non-

members of the GATT.

During 1967, five countries acceded to full mem-

bership in the GATT; three of them--Argentina, Barbados, and Poland--

already had trade-agreement commitments in force with the United

States. }/

The 79 countries with which the United States had trade-agreement

obligations in force on December 31, 1967, are identified below:

GATT--Full Contracting Parties 1/

Argentina 2/ Finland Kuwait Sierra Leone

Australia France Luxembourg South Africa

Austria Gabon Madagascar Spain

Barbados 2/ Gambia Malawi Sweden

Belgium Germany (Federal Malaysia Switzerland

Brazil Republic) Malta Tanzania

Burma Ghana Mauritania Togo

Burundi Greece Netherlands

Cameroon Guyana New Zealand Trinidad and

Canada Haiti Nicaragua Tobago -

Central African India Niger Turkey
Republic Indonesia Nigeria Uganda

Ceylon Ireland 2/ Norway United Kingdom

Chad Israel Pakistan Upper Volta

Chile .. Italy Peru Uruguay

Congo (Brazzavillé) Ivory Coast Poland 2 Yugoslavia

Cyprus Jamaica Portugal

Dahomey Japan Rhodesia

Denmark Kenya Rwanda

Dominican Republic  Korea 2/ Senegal

See footnotes at end of tabulation.

l/ Argentina had been a provisional contracting party to the GATT,
and also had a bilateral trade agreement in force with the United
States; before achieving its independence in 1966, Barbados had been
a Crown Colony of the United Kingdom, which had previously accepted
the rights and obligations of the GATT on behalf of Barbados; since
1959, Poland had been participating in the work of the Contracting
Parties under a special arrangement.



GATT--Provisional Contracting Parties

Iceland 3/ | Tunisia United Arab Republic

Bilateral Trade Agreements L/

Argentina 5/ Honduras 6 Switzerland 7/
El Salvador 6/ Iceland 3 Venezuela
. Paraguay 6/

;/ Czechoslovakia was also a full contracting party to the General
Agreement; in October 1951, however, with the permission of the Con-
tracting Parties, the United States had suspended its obligations to
that country.

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

2/ Acceded during 1967.

§/ On Sept. 4, 1967, the Contracting Parties, in accordance with
Article XXXIII of the General Agreement, decided that Iceland could
accede fully to the General Agreement. By the close of the year,
however, Iceland had not yet acceded to full membership.

E/ The United States also had in force a preferential agreement with
the Philippines, concerning trade and other matters. This agreement
was concluded as a result of special legislation enacted during a
transitional period following the institution of Philippine independ-
ence; it was not negotiated within the framework of the reciprocal
trade-agreement program, which was inaugurated by the Trade Agree-
ments Act of 1934 and was continued by the Trade Expansion Act of
1962. (See "Philippine Trade Agreement Revision Act of 1955," Public
Law 196, 8Uth Cong. (Treasury Decision 53965; also Treaties and Other

International Acts Series 3348, U.S. Dept. of State, Sept. 6, 1955).)
2/ The governments of the United States and Argentina agreed, on

Dec. 27, 1967, that the bilateral agreement between the 2 countries
would remain in effect until the consolidated schedule of the United
States (Schedule XX) had been completed and so proclaimed by the
President of the United States. '

§/ The schedules of concessions and the provisions relating to them
were terminated in January 1961 for Honduras, in June 1962 for E1
Salvador, and in June 1963 for Paraguay.

Z/ The bilateral agreement between Switzerland and the United
States, contracted in 1936, was still in force at the close of 1967.



U.S. trade-agreement obligations were not materially increased
by the aforementioned accession of five countries to full membership
in the General Agreement during 1967. Four of these countries--
Argentina, Ireléhd, Korea and Poland--acceded under Article XXXIII of
the General Agreement; which provides the customary procedure for be~
coming a full contracting party. Barbados, on the other hand. écceded
under Article XXVI, which permits a contracting party to sponsor the
accession of a former territory on whose behalf it had previously ac-
cepted the rights and obligations of the General Aéreement. 1/

The accession by Argentina to full membership in the GATT did not
cause any significant change in U.S. or Argentine import duties on
commodities traded between the two countries. g/ Argentina had been a
provisional member of the GATT for several years before 1967, and had
concluded a bilateral trade agreement with the United States in l9hl.

Similarly, the accession of Poland to full membership in the
GATT resulted in no change of import duties on commodities traded be-

tween that country and the United States. ;/ In 1960, Poland had

1/ Before achieving its independence in 1966, Barbados had been a
Crown Colony of the United Kingdom. On Feb. 2, 1967, the United
Kingdom advised the Contracting Parties that Barbados had acquired
full autonomy in the conduct of its external commercial relations and
was thereby qualified to become a full contracting party to the GATT.

g/ During the course of the Kennedy Round, Argentina made a number
of concessions involving reduction of certain rates of duty. These
reduced rates, however, had been in effect for the United States,
under the U.S.-Argentine bilateral agreement. In October 1967, the
United States formally accepted the accession of Argentina to full
membership in the GATT.

3/ As one of the countries that engage in state-trading, Poland did
not maintain a conventional tariff system and could not, upon its-
accession to full membership in the GATT, grant any effective duty
concessions to the contracting parties. Accordingly, Poland, under
the terms of its accession, agreed to increase by 7 percent annually
the value of its imports from other members.



been granted most-favored-nation treatment by the United States. l/
During 1967, a number of countries participated in activities
sponsored under the General Agreement, either on a de facto basis g/
or under special grrangement. Such participation served to establish
limited trade;agreement relations between these countries and the
United States: At thé close of 1967, eight countries--Algeria,
Botswana, Congo (Kinshasa), Lesotho, the Maldive Islands, Mali,
Singapore, and Zambia--were applying the Geneéal Agreement on a de
facto basis; Cambodia had been participating in the work of the Con-

tracting Parties from November 1958, under a special arrangement sim-

‘ilar to a provisional accession.

TRADE~-AGREEMENT NEGOTIATIONS
During 1967 the United States participated in two types of
trade-agreement negotiations--those involved in concluding the
Kennedy Round and-those té satisfy claims for compensation that arose
from the adoption of the Tariff Schedules of the United States in

1963. 3/ The Kennedy Round negotiations are the subject of Chapter IV

1/ See U.S. Tariff Commission's Operation of the Trade Agreements
Program, l4th report, p. 66, and 15th report, p. 1k,

27 In November 1960 the Contracting Parties had established a pol-
icy whereby the provisions of the General Agreement could be applied
for a period of 2 years, subject to reciprocity, to a newly independ-
ent country to which, as a territory, the General Agreement had pre-
viously been applied. During the 2-year transition period, such a
country could negotiate its future relations with the contracting
parties to the (eneral Agreement. In some instances, the Contracting
Parties extended the de facto status beyond 2 years.

;/ The Tariff Schedules of the United States (TSUS) became effec-
tive on Aug. 31, 1963. The revised schedules replaced those origi-
.nally set forth in the Tariff Act of 1930, as amended. For back-
“ground on the TSUS, see Operation of the Trade Agreements Program,

16th report, pp. 45 46, 1Tth report, pp. 4-5, and 18th report (pro-
cessed ), pp, 9-12.




of this report; they will not be discussed further here. The compen-
satory negotiations are treated in the following paragraphs.

On June 30, 1967, the United States signed interim agreements
with Canada, the United Kingdom, and Jgpan that terminated the remain-
ing stages of some of the concessions that had been granted in the
compensatory agreements with those countries. These concessions had
covered commodities on which concessions were subsequently granted in
the Kennedy Round negotiations.

The agreement with Canada terminated the remaining stages of the
concessions that had been granted under the Interim Agreement of
December 17, 1965 on the following products; hardboard and building
board, ferrosilicon, locks and padlocks, steam and vapor-generating
boilers, producer-gas and water-gas geherators, air conditioning-
machines and parts, radio-television-phonograph pombinatiéns, air-
craft and spacecraft parts, and game machines, including coin aﬁd
disk-operated types. The agreement with the United Kingdom termi-
nated the remaining stages of the Interim Agreement of April 5, 1966,
on aircraft and spacecraft parts, and articles of unspun fibrous
vegetable material and ivory. The agreement with Japan terminated
the remaining stages of the concessions that had been granted under
the Interim Agreement of September 6, 1966, on the followiné commodi=
ties: ferrosilicon,locks and padlocks, radio-television-phonograph
combinations, ceramic sanitary ware and parts, mirrors, pipe tools
and parté, screwdrivers, compound optical microscopes, projectors

other than motion-picture projectors, toy figures of animate objects



‘and toys with a spring mechanism, slide fasteners and parts, cigar and
cigarette lighters, mechanical pencils, articles of sponge, foam rub-
ber or plastic, and rubber or plastic toys for pets.
AIMPLEMENTATION OF THE U.S.-CANADIAN
AUTOMOTIVE AGREEMENT

By December 31, l967, the U.S.-Canadian Automotive Agreement had
beeﬂ in effect for 3 years. The agreement had;provided for limited
' free trade in motor vehicles and original equipment parts; such treat-
ment had been accorded by Canada in January 1965 and by the United
States in becember 1965 (retroactive to January).

The total two-way trade in automotive products‘i/ between the
United States and Canada was substéntially~gréater in 1967 than in
any of the 3 preceding yeérs; in terms of value, thell967 trade was
approximatély 50 percent greater than that in 1966, and about 350 per;
cent greater than in 1964, In 1967, the value of U.S. exports of
automotive products to Canada was 4O percent larger than in 1966,
while the value of U.S. imports of similar products from Canada was
70 percent greater. The U,S. export balance of trade in automotive
products with Canada in 1967 was about 17 percent smaller than in
1966, and 25 percent smaller than in 196k,

When the Congress enacted the Automotive Products Trade Act in

1/ The trade data given in this section relate to U.S.-Canadian
trade in all automotive products--both those that were duty-free under
the agreement and those that were dutiable (e.g., replacement parts).
Data are available on duty-free U.S. imports of automotive equipment
from Canada, but are not available on duty-free Canadian imports of
automotive equipment from the United States.



1965, l/ it had established procedures whereby firms or groups of
workers could apply for‘adjustment assistance to offset dislocationsg
resulting from the implementation of the agreement. Sixteen petitions
for such assistance were filed in 19672 gll by groups of workers.
Decisions on 14 of these petitions were rendered before the close of
the year. In nine instances, the respective groups of workers were
certified as eligible for assistance, while in four they were found to
be ineligible. One petition was terminated without prejudice.
U.S. and Canadian Production and Trade
In Automotiwve Products

During 1967, production and employment in the Canédian automotive
industry increased to a recora high level, while production and em=-
ploymenf in the U.S. automotive industry continued to decline. - By con-
trast, during the séme year, the valué of both U.S. and Canadian_ex-
ports of automotive products to one another rose substantially,
although the increase in Canadian exports of such products to the
United States was proportionately much the g?eater.

The U.S. prodﬁction of motor vehicles totaled 9.0 millién units
in 1967--the lowest annual output during the 5-year period 1963-67.
The Canadian production of motor vehicles, on thé other hand, rose to
947,000 units,.from 902,000 units in 1966, 847,000 in 1965, and
671,000 in 1964. As a result, the Canadian share in the aggregate

number of motor vehicles assembled in the two countries increased to-

l/ This act granted the President of the United States the authority
to carry out the agreement.
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néarly 10 percent in 1967, compared with about 8 percent in 1966, and
7 percent in 1965 and 196L. l/ Canada's increased share in the com-
bined output of asseﬁbled motor vehicles in the two countries was
attributable, in considerable part, to the implementation of the U.S.-
Canadian automotive agreement. Another contributing factor has been
the mbre rapid rate of growth in recent years of the Canadian than of
the U.S. consumer market for automotive products.

The aveiage monthly employment in the U.S. motor vehicle.and
equipment industry increased from 798,000 workers in November 196k4 to
894,000 ih November 1966 (i.e., by 12 percent) but decreased to
849,000 workers in November 1967 (i.e., by 6 percent). Meanwhile,
the average monthly employment in the Canadian automotive industry.
rose from 75,000 to 87,500 workers, or by 17 percent.

In 1967, the total two-way trade in automotive products between
the United Stateé ahd Canada was valued at more than $3.3 billioﬁ,
compared with $730 million in 1964, $1.1 billion in 1965, and $2.2
billion in 1966. Although both U.S. exports of automotive products
to Canada and Canadian exports of similar products to the United
States rose substantially, the Canadian increase was proportionately
much‘greater.

In 1967, U.S. exporté of motor vehicles and parts to Canada were

valued at $1.8 billion. The value of such exports had increased from

1/ Canada's share of the value of the combined 2-nation production
of motor vehicles was materially less than the percentages shown in
the text, as Canadian-assembled vehicles incorporated a considerable
proportion of parts made in the United States, while U.S.-assembled

vehicles included only a negligible proportion of parts made in
Canada. ‘
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$654,000 in 196k, $860,000 in 1965, and about $1.3 billion in 1966..
The corresponding Canadian exports to the United States were valued
at nearly $1.6 billion in 1967, compared with only $76,000 in 1964,
$2h7,00Q in 1965, and $889,000 in 1966: Accordingly, the net U.S. ex- .
port balance in its automotive trade with Canada declined to $239 mil-
lion in 1967 from $422 million in 1966, $613 million in 1965, and $578
million in 1964, the yéar immediately preceding that in which’the
agreement became effective. l/

Iﬁ 1967, Canada continued to be the principal foreign market for
U.S. exports of automofive products, as well as the primary supplier
of U.S. imports of these commodities. Duriné fhat year, Canada took
61 percent of U.S. exports of automotive products, compared with 52
percent in 1966 and Ll percent in 1965. Conversely, Canada supplied
61 percent of U.S. imports of such products compared with 48 percent

in 1966 and 27 percent in 1965.

1/ U.S. and Canadian statistics on U.S.-Canadian trade in automo-
tive products differ materially. These differences arise largely from
the fact that both countr