University of Montana

ScholarWorks at University of Montana

Graduate Student Theses, Dissertations, &

Professional Papers Graduate School

1954

Analysis of the General Agreement on Tariffs and Trade

Harry LeRoy Kirkham
The University of Montana

Follow this and additional works at: https://scholarworks.umt.edu/etd

Let us know how access to this document benefits you.

Recommended Citation

Kirkham, Harry LeRoy, "Analysis of the General Agreement on Tariffs and Trade" (1954). Graduate Student
Theses, Dissertations, & Professional Papers. 7955.
https://scholarworks.umt.edu/etd/7955

This Thesis is brought to you for free and open access by the Graduate School at ScholarWorks at University of
Montana. It has been accepted for inclusion in Graduate Student Theses, Dissertations, & Professional Papers by an
authorized administrator of ScholarWorks at University of Montana. For more information, please contact
scholarworks@mso.umt.edu.


https://scholarworks.umt.edu/
https://scholarworks.umt.edu/etd
https://scholarworks.umt.edu/etd
https://scholarworks.umt.edu/grad
https://scholarworks.umt.edu/etd?utm_source=scholarworks.umt.edu%2Fetd%2F7955&utm_medium=PDF&utm_campaign=PDFCoverPages
https://goo.gl/forms/s2rGfXOLzz71qgsB2
https://scholarworks.umt.edu/etd/7955?utm_source=scholarworks.umt.edu%2Fetd%2F7955&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:scholarworks@mso.umt.edu

AN ANALYSIS OF THE GEZNERAL
AGREEMENT ON TARIFF3 AND TRADE

by

HARRY L. KIRKHAM

Presented in partial fulfillment of the
requirements for the degree of

Master of Arts

MONTANA STATE UNIVERSITY
1954

Approved by:

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



UM! Number: EP38756

All rights reserved

INFORMATION TO ALL USERS
The quality of this reproduction is dependent upon the quality of the copy submitted.

In the unlikely event that the author did not send a complete manuscript

and there are missing pages, these will be noted. Also, if material had to be removed,
a note will indicate the deletion.

UMI

qmion Publiahinwr‘

UMI EP38756
Published by ProQuest LLC (2013). Copyright in the Dissertation held by the Author.

Microform Edition © ProQuest LLC.
All rights reserved. This work is protected against
unauthorized copying under Title 17, United States Code

Pro(Quest

ProQuest LLC.

789 East Eisenhower Parkway
P.O. Box 1346

Ann Arbor, M| 48106 - 1346

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE OF CONTENTS3

Chapter Page
I. THE STATUS OF WORLD TRADE (1949-1947) « o « & 1

Efforts to Reconstruct Vorld Trade
between 1919-1938 . = . e s e .« » . @ - [} 1

The League of Nations clause aimed at
protectionist tendencies in world
trade L - L J - L J -» - - - . L ] L L * » L] L 1

Conferences between 1920 and 1929 for
study of world economic problems . . . 2

Failure of the efforts directed toward
establishing greater economic inter-

dependence among nations . . . . . . . 3
Plans developed during World %war II for

world multilateral trade .« « + o « o+ o o 8

The Atlantic Charter and Lend-Lease . . . g

Joint statement on commercial policy
issued by the United States and the
Unit ed Kingdom [ ] L . -* - -« - - » L J ® &» 9

First meeting of Economic and Social
Council of the United HNations pro-
poses international Conference on

Trade and Employment . . « « « ¢ « « o« 10
Constitution of the Preparatory

COMittee » . - » * » . » - - [ ] - - - lo

The work of the Preparatory Committee . . 10

Adoption of & resolution pertaining to
multilateral tariff negotiations . . 11

Second Session of the Preparatory Com-
mittee in April, 1947, at which the
organization of the General Agreement

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Chapter Page

on Tariffs and Trade was actually
negotiated ¢ & 8 & % e ® B ®w ®w w s = 12

II. PROCEDURES AND POLICIES DESIGNED TO

FACILITATE WORLD TRADE . o« & o & =+ ¢ « o « 15
General goals of the General Agreement on
Tariffs and Trade + o« o« ¢ ¢ ¢ ¢ ¢ o o o @ 15
General provisions . « « « o o o s o « o 16
Tariff Concessions . « ¢ ¢« « o« o o » o o & 17
Trade preference provisions . « « « o « & o 1lg
Exception to the rule of most favored
nation treatment . . « ¢ ¢+ <+ o o o o 18
Margins of preference as fixed uncer
GATT » » [ ] - [ ] [ - L d L ] - L J L J - - - » - 19
The tariff schedules as part of GATT . . . 20
National treatment of imported products . . 22
Valuation of products for customs
purposes s 8 5 8 & a e % & &8 * e 4 s o 23
Elimination of quantitative restrictions . 24

Exceptions to the general prohibitions
against QUOLAS .+ & & 2 o o o + o o s o 24

Balance of payments problems and quanti-
tative restrictions . . . ¢« ¢ ¢ o ¢ ¢ o . 25

Rule for application of balance of
payment restrictions ., « ¢« « « 4+ 2 o o 25

Filing of complaints concerning use of
balance of payment restrictions . . . . 25

Procedure for countries finding the
institution of balance of payments

NECESS&TY & o o o o s s s o o o s o o & 26
Discriminatory use of quantitative
restrictions .« o« ¢ ¢ ¢ « 4 2 s e e ¢ o 27
~1ii-

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Chapter Page

Safeguards against discrimination . . . . 28
Rules governing exchange restrictions . . . 30
Exceptions to nondiscriminatory trade

HMEBSUL'E€B . o + o =« + » o 5 s o o o o » 32
Restrictions pertaining to economic

developments . « « « o o + o s s s o o 34
Trade control measures and national |

SECUrIBY .+ & ¢ 4 e s s 8 & e s o 4 o e e 35
Nullification, impairment and withdrawal

Procedures .« o« s + o ¢ o o o 2 s o o o o 36
Customs territories . . +« ¢« ¢ s o « o « « & 38
Periodic meetings of GATT o« .+ « &« ¢« o &+ o & 39
Acceptance and adherence to GATT . « « . 40
Withholding and withdrawing concessions . . 40

Modification of concessions . . . . « . . L1
Amendment of GATT . + « o o ¢« ¢ ¢ 5 o « o+ o L3
Withdrawal procedure . « o« « « + ¢ s « + « &l
Accession to GATT « . « « & ¢ & ¢« & o 4 o & L4,

III. AN APPRAISAL OF THE GENERAL AGREEMENT ON
TARIFFS AND TRADE . & & & ¢ v o ¢« o o s o o 47
Impact of GATT on tariffs . . « « « « « . . L8
New plan for 30 per cent reduction of

taTIfLfS ¢ 4 v 4 4 d 6 e s s e a s s s e . 49
Summary of GATT's handling of tariff

problems .« ¢ ¢ ¢ + &+ o ¢ e e e s s s e S4
Non-tariff trade barriers under GATT . . . 59

Quantitative réstrictiona ¢ o » e o s s @ 59

Problems subjected to consultative

Procedure . « « « « o « s o & s v o o . 60

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Chapter

Efforts to deal with administrative
problems of trade « « « <« ¢ ¢ « o o+ o

The desire for freer trade . « . « « o«

The necessity for cooperation between
the United States and the British

Commonwealth . . o ¢ ¢ ¢ o o ¢ o o

The attitude of the United States and
its influence on world trade . . .

Summary of accomplishments under GATT .

BIBLIOGRAPHY » - - L - - L] . L] - - - - [ ] L . L ] »

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Page

67
68

71

72
78
g5



CHAPTER I

THE STATUS OF WORLD TRADE==1919-1947

Efforts to Reconstruct World Trade Between 1919-1938.
%ith the end of World Var I one of the many sought after
objectives was the removal of barriers to world trade. One
of the first evidences of an attempt to guard against the use
of protectionist devices was expressed by President “ilson
in the third of his fourteen points. In this point he éalled
for "the removal, as far as possible, of all economic bare
riers and the establishment of an equality of trade conditions
among all the nations consenting to the peace and associating
themselves for its maintenance."l

Another early attempt at elimination of prospective
protectionist tendencies was an effort to place in the Cov-
enant of the lLeague of Nations a clause guaranteeling "equal-
ity of trade conditions.”™ As finally placed in the Covenant
this clause was toned down to a pledge of "equitable treat-
ment" of comsazerce of other members of the League, to be
accorded "subject to and in accordance with the provisions
of international conventions existing or thereafter agreed

upon by members of the League."2

1w, A. brown, Jr., The United States and the Restora-
tion of World Trade, p. 29.

2Ibid., p. 29.

wle
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In addition to these early attempts to create a
desirable atmosphere for world trade there followed between
1920 and 1929 a series of four major conferences devoted to
@ study of international economic problems., Through these
conferences it was hoped there would be progress along the
following general lines: (1) improvement of the legal and
administrative basis of international commercial relations;
(2) reduction or elimination of prohibitions and quantitative
restrictions on imports and exports; (3) rehabilitation and
generalization of the principle of unconditional most-favored-
nation treatment; and (4) reduction of the general level of
tariffs.3

The four major conferences mentioned were the Erussels
Financial Conference of 1920, the Genoa Conference of 1922,
the Geneva World Economic Conference of iay 1927, and the
Geneva Conference of October 1927. Although these confer=-
ences were devoted to attempting to solve economic problems
of the times they have been characterized as producing a
backward looking attitude.h That the efforts to restore,
reconstruct and rebuild upon the old plan of international
cooperation might not be compatible with existing conditions
did not seem to be taken into consideration to the degree

that might have been expected. What actually was achieved

3Ibid., p. 30.
Ly, B. Condliffe, The Commerce of Hations, pp. 439-

440,
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in the 1920's was the restoration of private enterprise
within the national boundaries of those countries that had
escaped the worst ravages of war, not the restoration of the
international marketing process.5
At least one reason for the failure of nations to
adopt policies that would have led to greater economic inter-
dependence was the fact that there were warning voices in
every nation which were directed against the strateglc
dangers of such interdependence.6 Another analysis of the
root causes of the failure of international trade negotiaw
tions 18 presented by Sir Arthur Salter. This analysis
covers the period of the 1920's and contrasts markedly with
the views of those who attributed the persistence of pro-
tectionism primarily to national rivalries and hatreds. 3ir
Arthur has this to say:7
Each official was the prisoner of his own

natlional system, each ltem of which represanted

a protection to some home industry which was

supported by those who had secured its adoption.

He was responsible to ministers who were the

prisoners of the groups of organized interests

in their respective parliaments. Each national

representative therefore, whlle urging that

others should change their policies, felt bound

to defend his own and had no authority to agree

to change it. The greatest of all the difficule

ties in these negotiations was not that of a

real conflict between divergent national inter-
ests and national policies, but that there was

5Ibid., p. &4O.

6Ibid., p. 483.
7Sir Arthur Salter, World Trade and Its Future, p. 39.
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no genuine national policles conceived as & whole
but only a series of national systems devised
under pressure. And neither ministers nor of-
ficials were effectively masters of the national
system so constructed. Always, as the negotia-
tions proceeded, one felt that the dominant
consideration in the mind of each national repre-
sentative was not a conception of his nation's
interests as a whole mistaken or not, but a
calculation of the pressures to which the national
government would be subjected by organized inter-
ests 1ln the respective parliaments.

Thus the first wave of protectionism during the inter-
war years was caused by the pressure upon national parlia-
ments of those local interests which had been sheltered by
war time conditions and were threatened by import competition
as soon as world trade began to revive. In fact J. B. Cond-
liffe asserts that the pressure of the local interests was
the major cause of this first protectionist tendency.8

However, in spite of these tendencies, there was a
periocd of nearly two years after the Geneva Conference of
1927 in which the general rise in tariffs was substantially
checked, but with no important reductions being achieved.
Viork was begun by the League of Nations on a standard
classification of tariff nomenclature which was later adopted
by a number of countries, and unsuccessful attempts were made
to reach a clear interpretation of the most-favored-nation
clause. But all these efforts were overshadowed by discus-
sions in the United States for a radical upward revision of

the American,tariff.9 In addition to these discusslons

€The Commerce of Nations, p. 484.
9

LLQWIly Lie 9_&., Pe 37-
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there followed close upon the close of the 1927 conference
the ever strengthening effects of the world crisis in agri-
culture which signaled the collapse of the efforts to recon-
struct world trade on a multilateral basis. Within two years
the financial crisea that brought on the great depression
put an end to all hope of freer trade.10

In spite of the failure to successfully develop multi-
lateral commercial relations in the decade followlng World
kar I, the basic conception of such a trading system was not
challenged. However, the foundations of multilateral non-
discriminatory world trading system were undermined by the
effects of the depression.ll

The second postwar decade was ushered in by the
depression of 1929-1933. During this period governments
fashioned trade into an instrument of economic warfare.l?
Such devices as import quotas, exchange control, and bi-
lateral clearing all came into use although at the time they
were intended as emergency devices rather than as a permanent
system,

During the period of the 1930's there developed out
of what had been attempts at international cooperation a
highly systematic economic nationalism. At the outset 1t

was not a deliberate creation. In the early stages of the

10condliffe, op. cit., p. 482,
1lgrown, op. ¢it., p. 13.
l2¢ondl1iffe, op. cit., p. 487.
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depression great efforts had been made to save as much as
possible from the wreck of cooperation--efforts which cul-
minated in calling the Monetary and Economic Conference at
London in the summer of 1933. After the breakdown of this
conference most governments concentrated upon attempts to
work out by national action means to insulate their peoples
from the panic which still engulfed international markets.l>

The basic reason for the complete failure of the
London Confersnce can be traced to the fact that there was
ne readiness in any country to take the necessary steps to
stabilize currenciles, reduce tariffs, and get rid of the
quantitative restrictions on world trade. It is also true
that the tasic issues of the conference were never very
¢lear. Currency rather than trade policy occupied the
center of discussion. While the overt disazgreements at the
conference were largely on matters of monetary theory, the
real disegreements were actually rooted in the domestic
pressures on the governments.lh

With failure sdmitted at London in 1933, every nation
tried to safeguard its own economic stability and its own
strategic security. After this time the general courss of
events in the field of commercial policy could be described

by the four words, regionalism, discrimination, bilateralism,

131p1d., p. 498.

141pid., pp. 500-501.
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and instavility.l5 In this atmosphere of thinking and
activity there developed the formation of trading blocs led
by the great powers. These trading blocs were probably the
most significant economic development of the years preceding

the second World 'w’ar.l6

The trade drives put on by the
totalitarisn states of Japan, Germany, and Italy were prob-
ably the most aggressive manifestations of the tradinz bloc
idea.

Though the United States in June, 1934, passed the
Reciprocal Trade iAgreements Act designad to negotiate reduc-
tions in tariff barriers, the use made of this Act wasg not
an effective counterpoise to the totalitarian trading drives.
The great potentialities of the method of bilateral negotia-
tion to achieve an expansion of multilateral trade were
demonstrated in a series of agreements with Latin America
and some of the smaller western Europeaa countries. However,
the great proportion of world trade conducted by the sterling
area made it necessary to reach agreecuent with Britain if
world trade was to he restored. No such agreement could be
reached until 1938 and by this time the approach of Vorld
¥ar II made it too late, even if the agrsement had been more

far~-reaching thean it was.17

15Brown, op. ¢it., p. 45.
16condliffe, op. cit., p. 502.
17Ibid., p. 503.
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Plans Developed Duringz World kar II for Fostering

World Multllateral Trade upon Cessation of Hostilities. With

the advent of the second Vorld WwWar all efforts toward setting
up world trade on a multilasteral basis were forced into the
background. Even though this was so it had become evident
by the time of the war that unless the world wished to
permanently adopt all the many types of trade restrictions,
a résolute attempt would have to be made to re-establish a
pattern of multilateral trading between nations, The General
Agreement on Tariffs and Trade is today the nmajor result of
the efforts made to that end.18

The story starts in the Atlantic Charter and in the
Lend-Lease Agreements whereby the wartime allies bound them-
selves to seek together a world trading system based on none
discrimination and aimed at higher standards of living
achieved through fair, full and free exchange of goods and
services. In pursuit of this aim, even before the end of
the war the United 3tates and the United Kingdom discussed
the establishment of international organizations to tackle
the postwar problems of currency, investment &and trade,19
The two countries also agreed to mutual action directed to
the expansion of production, employment and the exchange and

consumption of goods, to the elimination of all forms of

l8nFor Co-operation in Vorld Trade," United Nations
Bulletin, XVI No. 6 (March 15, 1954), p. 238,

191vid., p. 238.
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diseriminatory treatment in international commerce, and to
the reduction of trade barriers and tariffs.?® This program
was not intended to be exclusive as of between the two
countries but was open to participation of all countries
that agreed with the idea set forth.

A summary of the developments during the period of
the second World war would have to include an agreed basis
for the discuasions which later took place at Bretton Woods,
steps taken for the establishment of the Food and fgricule
tural Organization of the United Nations, and consultations
in the field of commercial policy.

With respect to commercial policy the United States
and the United XKingdom conducted formal negotiations between
September and December 1945 which produced a common program
for action. The agreement on commercial policy took the
form of a Joint Statement in which the United Kingdom Gov-
ernment stated that it was in full accord with all the
important points included in & document made public at the
close of conversationsa under the title "Proposals for Con-
sideration by an International Conference on Trade and
Employment."2l The "Proposals™ dealt with such matters as

unconditional-most-favored nation treatment, rules of

20Brown, op. cit., p. 48 citing the text of the
Mutual Aid Agreement, pp. 235-237.

2lThe full text of this document is contained in
Department of State publication 2411, Commercial Policy
Series 79 (November, 1945).
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conduct in technical matters, prohlbition of quantitative
restrictions, subsidies, state trading, exchange, inter-
national cooperation in employment matters, and the consti-
tution of a proposed International Trade Organization.22

when Secretary of State Byrnes made the "Proposals”
public he stated that United States representatives in the
United Nations would urge that an Internatlonal Conference
on Trade and Employment should be sponsored by the United
Nations. He also announced that the United States and the
United Xingdom were committed as between themselves to start
negotiations to carry out the "Proposals”™ including defini-
tive measures for relaxation of trade barriers of all
kinds,?3

At the first meeting of the Economic¢ and Social
Council of the United Nations a resolution was introduced
calling for an International Conference on Trade and Employ=-
ment. It was decided to call tﬁis conference in the latter
part of 1946, At the same time a Preparatory Committee was
constituted to draw up an agenda for the Conference.

Before the Preparatory Committee met the United States
government formed its "Proposals," as negotiated with the
United Kingdom, into detailed Charter language in the form

of a "Suggested Charter" for an International Trade Organiza-

22prown, 9op. eit., p. 56.
231vid., p. 58,
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tion of the United Nations.zh This "Suggested Charter" was
made the basis for the discussions of the Preparatory Con-
mittee at its first session in London which began October 15
and ended on November 22, 1946. Just before the end of the
session on November 9, 1946, the acting Secretary of State
gave notice of an intention to begin tariff negotiations
with the eighteen countries in attendance at the Preparatory
Committee session.??

At the end of the London session the Committee adopted
a resolution pertaining to the negotiation of a multilateral
trade agreement embodying tarif{ concessions. The resolution
recomnended that the members of the Preparatory Committee
hold ﬁhe meeting under the sponsorship of the Committee in
connection with, and as part of the second session of the
Committee. The negotlations were carried out and embodied
in a document entitled "Final Act Adopted at the Conclusion
of the Second Session of the Preparatory Committee of the
United Nations Conference on Trade and Employment,™ The
wording was chosen to indicate that the text contained in
the "Final Act" was a completely independent recommendation
of the representatives of governments that happened to be
preparing at the same time an agenda for the coming Confer-
ence on Trade and Employment.

This distinction was practical in the sense that it

2h1bid., p. 60,
251pid., p. 61.
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made it possible to negotliate the General Agreement on Tariffs
and Trade in conjunction with the Charter, for an International
Trade Organization, as part of a broad effort under United
Nations sponsorship to make possible a more rational system of
world trading relations. At the same time the character of
the General Agreement would be preserved as an independent
instrument. If this had not been the case with respect to the
General Agreement on Tariffs and Trade, it could not have been
negotiataed and adhered to by the executive branch of the Unit-
ed States government and the Trade Agreements Act of 1934.

At its second session, in Geneva on April 10, 1947,
the PBreparatory Committee accomplished the actual negotia-
tion of the General Agreement.26 Twenty=-three countries were
involved in the negotiations that culminated in the signing
of the General Agreement by them on QOctober 30, 19h7.27 of
the twenty-three countries Australia, Belgium, Canada, France,
Luxemburg, the Netherlands, the United Kingdom, and the
United States gave provislional application to the Agreement

on January 1, 1948.28

261bid LI ppa 62-63 ™

27The twenty-three countries were: Australia, Belgiunm,
Brazil, Burma, Canada, Ceylon, Chile, China, Cuba, Czechoslo-
vakia, France, India, Lebanon, Luxemburg, The Netherlands,
New Zealand, Norway, Pakistan, Southern Rhodesia, Syria,
South Africa, the United Kingdom and the United States.

28nprotocol of Provisional Application of the General
Agreement on Tariffs and Trade,” United Nations General Agree-
ment on Tariffs and Trade, United Nations Lconomic and Social
Council Preparatory Committee of the International Conference
Trade and rmployment, Vol. 4 (1947).
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The participating countries conducted 123 tariff ne~
gotiations which were consolidated into twenty schedules of
concessions lnvolving duty reductions or bindings on long
lists of products important in their trade with each other,
The Agreement, which is provisionally in effect, represents
the most comprehensive undertaking for reducing trade bar-
riers ever consummated. Subsequent tariff negotiations at
Annecy, France in 1949 and at Torquay, England in 1951 have
further enlarged the General fgresment so that it now has
thirty-four countries which are contracting parties. These
countries account for some four-fifths of the world trade
and the tariff concessions negotiated apply to products which
account for more than two-thirds of the import trade of this
group of countfies and more than one-half of the import trade
of the world.??

The present contracting parties to the Agreement are:
Australia, Austria, belgium, Brazil, Burma, Canada, Ceylon,
Chile, Cuba, Czechoslovakia, Denmark, Dominican Kepublice,
Federal Republic of Germany, Finland, France, Greece, Haiti,
India, Indonesia, Italy, Luxemburg, the Netherlands, New
Zealand, Nicaragua, Norway, Pakistan, Peru, Southern
Rhodesia, Sweden, Turkey, Union of South Africa, United
Xingdom, the United States and Uruguay.

Liberia withdrew, June 13, 1953; Syria, August 6,

29nInternational Trade Policy Issues," Chamber of
%pmm?rce of the United States, Wwashington, D.C., (February,
953).
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1951; Lebanon, February 25, 1951; end the Republic of China,
May 5, 1950.30

30"The GATT and Its Origin,” The Congressional Digest,
Vol. 33, No. 1l (January 1954), p. 6.
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CHAPTER IX

PROCEDURES AND POLICIES DESIGNED TO FACILITATE
WORLD TRADE

In establishing the organization of the General
Agreement on Tariffs and Tradel the contracting parties
voiced certalin general aims as well as specific procedures
by which the aims were to be realized. The general goals
as stated were:

Conducting relations in the field of trade and
economic endeavor with a view to railsing standards
of living, ensuring full employment and a large
and steadily growing volume of real income and
effective demand, developing the full use of the
resources of the world and expanding the produc-
tion and exchange of goods. It was felt by these
contracting parties that contributions toward
thege objectives could be made by entering into
reciprocal and mutually advantageous arrangements
directed to the substantial reduction of tariffs
and other barriers to trade snd to the elimination
of discriminatory treatment in international
commerce.<

Under the existing provisional application of the
general provisions of the GATT, the contracting parties are
not required to amend existing domestic legislation or to

draw up and enact new legislation in order to adhere to the

1To be referred to in the following passages as GATT.

2The General Agreement on Tariffs and Trade, Depart-
ment of State Publication 375&, Commercial Policy Series 124,
released February, 1950, p. l.
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GATT. They are, however, required to refrain from enacting

new legislation inconsistent with the GATT.3

General Provisions of GATI. General provisions under

GATT are divided into three parts:“

Part I gives legal effect to the tariff concessions
set out 1n the Schedules of the Agreement and, in addition,
lays down the basic rule of nondiscrimination in tariff and
custons matters generally.

Part II deals with barriers to trade other than tar-
iffs, such as quotas, protective excise taxes, restrictive
customs formalities and the like. The provisions of Part II
are intended to prewent the value of tariff concessions from
being impaired by the use of other devices. It also is ine
tended to bring about the general relaxation of non-tariff
trade barriers, thus assuring a furﬁher "quid pro quon" for
the action taken with respect to tariffs.

Part III deals with procedural matters, and with
other questions relevant to the Agreement as a whole. In=-
cluded in Part III are: provisions defining the relationship
between the Agreement and the proposed Charter for an Inter-
national Trade Organization, profisions establishing the

administration of the Agreement; and provisions for its sentry

3nThe GATT and Its Origin," The Congressional Digest,
IXX111 (January, 1954), p. 6.

LThe Department of State Bulletin, "Analysis of Gen=-
eral Agreement on Tariffs and ITrade," XVII (November 30,
1947), p- 1045.
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into force, amendment and termination.

Tariff Concessions. Under GATT, initial negotiations

for tariff concessions are conducted bilaterally on a prod=-
uct by product basis at conferences sponsored by the con-
tracting parties. Ordinarily, each participating country
negotiates on the basis of the principal-supplier rule,
negotlating on any given import commodity with the country
that has been, or gives promise of becomling, the principal
supplier of that commodity. The understandings reached in
the bilateral negotiations are then combined to form the
respective schedules of tariff concessions that are set forth
in the General Agreement;s

Any agreement reached in these bilateral negotiations
between contracting parties to the GATT must iImmediately and
unconditionally be extended to all other contracting members,
where like products are concerned. This is the most-favored-
nation clause and its purpose is to make certain that the
tariffs applied by each party to GATT to products imported
from the other parties will not be higher than the tariffs
applied to the same products when imported from any other
country. This clause 1s also to be applied with respect to
"eustoms duties, charges of any kind imposed on or in con-
nection with importation or exportation or imposed on the

international transfer of payments for imports or exports,

5The Congressional Digest, op. ¢it., p. 6.
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%o the method of buying such duties and charges, and with
respect to all rules and formalities in connection with

importation and exportatian."6

Trade Preference Provisions., The GATT does not

require the elimination immedlately of established trade
preferences. Examples of such preferences that were allowed
to stand are the preferences in force exclusively between
territories participating in the British Imperial and
Colonial Preference System, the territories of the French
Union, the United States and Cuba, and those between the
colonial and metropolitan territories of the Belgian-Luxem-
bourg-Netherlands.Customs Union.7

Further handling of preferences by the contracting
parties resulted in the amendwment of the Agreement to provide
an exception to the rule of most«favored-nation treatment in
favor of preferences between countries formerly part of the
Qttoman Empire and detached from it on July 24, 1923. The
preferences in question here, however, must be apsproved by
the contracting parties in accordance with the procedures
provided for waiver of obligations in exceptional circum-
stances.

wWith respect to exceptional circumstance, "The con=-

tracting parties may waive an obligation imposed upon a

6pept. State Publication 3758, op. cit., p. 2.

7W. A. Brown, Jr., The United States and the Restora-
tion of World Trade, p. 251.
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contracting party by the agreesment; provided that any such
decision shall be approved by & two-thirds majority of the
votes cast and that such majority shall comprise more than
half of the contracting parties. The contracting parties
also by such a vote define certain categories of exceptional
circumstances to which other voting requirements shall apply
for the waiver of obligations."8

In addition to defining the area of permitted
preferences, the GATT fixes maximum margins of preference
that can be exceeded only through resort to the escape
clause9 or through a waiver of obligations granted by the
contracting parties acting Jointly. This 1s accomplished
partly by setting forth this maximum for certain products
in the schedules themselves., In all other cases it is fixed
by the followling general formula:

The margin of preference on any product in

respect of which preference is permitted. . . .
shall not exceed:
{a) in respect of duties or charges on any

product described in such schedule, the differ-
ence between the most-favored-nation rate and

8Dept. State Publication 3758, op. ecit., pp. 57-58.

9The escape clause provides that concessions may be
withdrawn or obligations suspended, if in view of unforseen
developments, they result in increased imports so substantial
&8 to cause or threaten serious injury to home producers.
There must, however, be consultation with the other affected
countries either before or imnediately after withdrawing the
concession with a view to reaching agreement., If agreement
is not reached, and the action is taken, the other parties
affected by the action can then withdraw equivalent conces=
sions. Article ZlX, Emergency Action on lImports of Particu-
lar Products, The Dept. of State Bulletin, "Analysis of
General Agreement on Tariifs and Trade,"” XVII (November 30,

1y47), ps 1050.
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preferential rates provided for therein; if no
preferential rate is provided for the preferen-
tial rate shell. . . . be taken to be that in
force on #April 10, 1947, and, if no most-favored=-
nation rate is provided for, the margin shall not
exceed the difference between the most-favorede
nation and preferential rates exlsting on April
10, 1947.

(b) in respect of duties or charges on any
product not described in the appropriate schedule,
the difference between the most-favored-nation_and
preferential rates existing on April 10, 1947.10

Earlier dates, agreed upon during the tariff negotia-
tions, replace April 10, 1947 in the case of Australia,
Canada, France, Syro-lebanese Customs Union, South Africa,
and Southern Rhodesia,

Sub~paragraph (b} of this formula is a fundamental
feature of the Agreement., It 1is a customs commituent over
and above those contained in the schedule., It binds against
increase of &ll preferences granted by any contracting party
and therefore in effect greatly expands the scope of the

schedules so far as preferences are concerned.ll

The Schedule as Part of the Agreement. The schedules

themaelves are lists of tariff and preference concessions
which are incorporated in the Agreement, one for each
signatory. These schedules do not show the country with
which any particular concession was initially negotiated.
They represent the entire preference and tariff negotiations

in their final outcome and list the sum total of the

10Dept. of State Publication 3758, op. cit., p. 3.

llgrown, ope. cit., p. 252,
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concessions that the country to which the schedule applied
granted to 8ll the ot.hers.12

William A. brown, Jr., to whom reference has previously
been made, states that "the most important and central pro-
vision of the General Agreement (Article II, 1(a)" is involved
in the annexed list of schedules. This provision reads as
follows: T"Lach contracting party shall accord to the com-
merce of the other contracting parties treatment no less
favorable than that provided for in the appropriate schedule
annexed to this Agreement.“13 This has the effect of putting
the schedules into foree. Under this provision "each party
to the Agreement is contractually entitled, in its own right,
and independently of the most-favored-nation clause, to
enjoy each of the concessions in the schedules of the other
negotiating countries."lh

Article 1I which incorporates, as a legal and integral
part of the Agreement, the tariff concessions set forth in
the schedules, &lso makes certain other rather general provie-
sions which specify that products listed in the schedules
will not be subject to any ordinary customs duties higher
than those specified in the schedules, and in addition will

not be subject to any supplementary charges on importations

125rown, ope cit., pPs 243,
13Dept. of State Publication 3758, op. cit., p. 4.

l4ynited States Dept. of State, "Arnalysis of General
Agreement on Tariffs and Trade," Publication 2923, Commercial
Policy Series 109 (November 1947), p. 2.
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higher than those in force on October 30, 1947.

Article II also safeguards the tariff concessions
against adverse changes in method of tariff valuation or cure
rency conversion; against changes in tariff classifications;
and against unwarranted increases in rates of specific duties

in the event of currency depreciation.15

National Treatment of Imported Products. As & further

means of fostering the development of international trade the
contracting parties to the Agreement provided in Article III
that members are to accord national treatment, as well as
most-favored~nation treatment, in matters governing the

sale or distribution of imported products. That is, they are
under obligation not to impose internal taxes or internal
charges of any kind on the imported products of any other
member in excess of those applied directly or indirectly to
the like products of national origin. Iilembers to the Agree-
ment also must allow imported products to be sold, offered
for sale, produced, and transported under laws and regula-
tions as favorable as those applying to like domestic
products, Two exceptions to this rule are: (1) The Agree-
ment states that it does not apply to products purchased for
government use which are not for commercial resale and (2)

it does not operate to prevent the payment of subsidies to

Lorhe Department of State Bulletin, XVII, (November
30, 1947), p. 1046.
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domestic producer3.16

Valuation of Products for Customs Purposes. The GATT

recognizes that definitions of value for customs purposes
should be standardized and that it is desirable to have uni-
form procedures for customs valuation purposes. To achieve
uniformity in valuation Article VII sets forth four principles:
(1) The value for customs purposes of imported products should
be based on actual value.l7 (2) The price to be considered
for customs purposes should be related to comparable quanti-
ties whenever the price of merchandise is governed by the
guantity in & particular transaction. (3) The bases and
methods for determining the value of products should be

stable and publicly known. (4) The rates of exchange used

in connection with customs valuation should as a general rule
be thoss established by the International tionetary fund.

Vhere no par value has besen established between currencies
under the Articles of Agreement of the International lonetary
Fund, the conversion rate is supposed to effectively reflect
the current value of such currency in commercial transac-

tions.l8

108rown, op. cit., p. 252.

l7vgctual value" is defined as "the price at which, at
a time and place determined by the legislation of the country
of importation and in the ordinary course of trade, such or
like merchandise is sold or offered for sale under fully com-
petitive conditions, Dept. of 3tate Publication 3758, op.
_c_j_._Eo s Po 16.

1831bid., p. 17.
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Elimination of Quantitative Réstrictions. Another

major considerstion of the contracting parties dealt with
facilitating commercial transactions through the elimination
of quantitative restrictions. uith this end in view Article
XI of the Agreement contains the general prohibitions against
guotas and sets forth certain permanent exceptions. The most
important of these exceptions would permit the imposition of
an import quota on a foreign agricultural product if the
production or consumption of the lixe domestic product is
also subject to restriction in ecual degree. The purpose of
this exception is to allow the establishment or continuation
of governmental controls over agricultural production which
ara necessary to prevent heavy surpluses of farm products
and drastic price declines;

Other permanent exceptions permit quantitative
restrictions which are necessary to enforce standards and
grades, to relieve critical shortages of foodstuffs, such
as are caused by famines, and to assist in surplus disposal
programs having a relief character.:?

In relation to this provision on ths general elimina-
tion of quantitative restrictions the igreement takes account
of the situation whereby & country does not possess enough
foreign exchange to pay for all of the imported goods that

its population would normally purchase and consume,

19The Dept. of State Bulletin, XVII (Hovember 30,
1947), op. cit..‘p. 1047.
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Recognition 1is made that such a country may have to limit the
overall volume of imports by means of quantitative restric-
tions, thus conserving foreign exchange for the purchase of

imported goods which are most essential to the economy.

Balance of Payments Problems and fuantitative Restrice

tions. Rules are laid down to assure that quantitative
restrictions permissable for balance of payments reasons will
not be used for other purposes or under other circumstances.
The basic rule is that restrictions may not be resorted to
unless necessary "to forestall the imminent threat of, or to
stop, a& serious decline in 1ts monetary reserves, or in the
casgse of a contracting perty with very low monetary reserves,
to achieve a reasonable rate of increase in its reserves.n<0

Balance of payment restrictions maintained at the
time the GATT went into force must be gradually relaxed as
the country's reserve position improves and must be com=-
pletely eliminated when the reserve position no longer jus-
tifies their maintenance.?l

If any party to the Agreement considers that another
party is applying balance-of-payments restrictions contrary
to the rules, it may file a complaint with all of the parties
to the Agreement acting in their joint capacity. If the

complaint is Jjustified, in the eyes of the contracting

20pept. of State Publication 3758, op. eit., »p. 23-24.

21The Dept. of State bulletin, XVII {November 30,
1947), op. cit., p. 1048,
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parties, they may recommend the relaxation of the restrictions
or their removal. If this recommendation is not complied with
in sixty days the contracting parties may authorize any party
to withdraw tariff or other concessions from the party main-
taining the restrictions contrary to the rules.

Countries not applying balance-of-payments restric-
tions but which are considerinz the need to do so are required
to consult the contracting parties either before or immedi-
ately after taking such action. The purpose of the consulta-
tion is to discover the nature of the balance~of-payments
problem, to see whether some measure other than trade re-
strictions might solve the difficulty, and to estimate the
effect of the restrictions on the economies of other parties
to the Agreement. The contracting parties acting jointly
may give their advance approval to restrictions applied
under gspecified circumstancex and conditions.%?

The members of the Agreement also recognize that
premature disclosure of the prospective application, with-
drawal or modification of any restriction, with respect to
safeguarding balancs-of«payments, might stimulate speculative
trade and financial movements which would tend to defeat the
purpose of the prospective action. With this possibllity in
view the signers of the Agreement agreed that there should

be observance of the utmost secrecy in the conduct of any

221pid., p. 1048,
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consultation.?3

Discriminatory Use of Quantitative Restrictions. Fure

ther consideration of the use of quantitative restrictions
was dealt with by the contracting parties in the light of
attempting to make certaln that such restrictions were not
applied in a discriminatory manner. The Agreement raquires
that any restrictions applied to imports from, or exports
to, any party to the Agreement must also apply to imports
from or exports to, all other countries. VWhenever restric-
tions are applied, they should preferably take the form of
published quotas specifying the amount or value of the par-
ticular products involved which will be permitted to be
imported during a specified future period. If this 1s not
practicable, import licenses or permits without a quota may
be used. These licenses may not require or provide that the
goods be imported from a particular country or source. If a
quota is allocated among forelgn countries or sources of
supply, the allocation is to be made so as to reflect the
shares which the various parties to the Agreement would probe
ably have supplied if the quota had not been allocated. With
this end in view, the country applying the quota may either
(a) seek agresment among all the parties to the Agreement
which are suppliers of the commodity as to the fair alloca-

tion of the quota, or (b) allocate the quota on the basis of

23pept. of State Publication 3758, op. cit., p. 27.
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imports during a previous representative period prior to the
establishment of the quota.zh

One clause in the Agreement dealing with non-discrim-
inatory administration of quantitative restrictions, which
has not been put into force for all contracting parties,
states that the provisions relating to this topic¢ are to
apply to any tariff quota instituted or maintained by any
contracting party and insofar as applicable the principles

are also to extend to export restrictions.<d

Safeguards Against Discrimination., Zven though the

Agreement places emphasis on the non-discrimination rule,
recognition is given to the fact that a country in balancew
of-payments difficulties may sometimes be able to conserve
its monetary reserves, by purchasing more than the normal
share of imports from particular foreign countries.

The contracting parties to the Agreement feel that
departures from the rule of non-discrimination, though they
may be Justified to some extent, are dangerous in practice.
They can concelivably lead to bilateral deals designed to
obtain preferential markets rather than solve financial
problems. The Agreement therefore sets out the following
safeguards to keep discrimination within bounds and

eventually to place trading on a fully multilateral,

2hThe Dept. of State Bulletin, XVII (November 30,
1947), op. cit., p. 1048,

25Dept. of State Publication 3758, op. cit., p. 30.
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non=discriminatory basis.26

1. Discriminations based on financial considerations
must result in larger imports, and cannot be employed merely
to divert trade from one. source of supply to another.

2. The prices paid for goods imported under dis-
criminatory restrictions cannot be substantially higher than
the pricea of like goods available from other sources. This
limits the scope of discrimination and minimizes its harmful
effects.

3. The discrimination cannot be part of any arrange-
ment which would reduce the country's supply of gold or
convertible currencies. This is aimed at bilateral barter
deals having preferential rather than monstary ends in view,

4. Import programs involving discrimination must
ultimately be directed to the goal of eliminating balance-
of -payment difficulties and achieving the full convertibility
of currencies,

5. Countries practicing discrimination must keep the
contracting parties regularly informed of what they are do-
ing and, after March 1, 1952, must obtain the approval of
the contracting parties if they are to continue the practice.,

6., The contracting parties can at any time require a
country to remove discriminations which do not meet the

criteria set out above.

26The Dept. of State Bulletin, AVII (November 30,
1947), op. cit., ppo. 1048+1049,
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7. I the contracting parties consider at any time
that there i3 no longer a widespread disequilibrium in inter-
rnational trade, they may completely suspend the operation of
this exception to the general rule against discerimination.

In addition to the above provisions there are certain
gther exceptions to the rule of non-discrimination. Some of
these are technical, being necessary to carry out the provi-
tlons under Article XIV of the Articles of Agrecment of the
International Monetary Fund.27 Other provisions involve
temporary arrangements permitting the maintenance of prefer-
ential import quotas by the United Kingdom on several specifie
products pending their complete elimination by negotiation or

their replacement by tariff preferences.28

Rules Governing Exchange Restrictions. 35Still further

consideration of restrictions by the contracting parties was

27article XIV of the Articles of Agreement of the
International Xonetary Fund recognizes that in postewar
transitional period members of the Fund may have to use
restrictions on payments and transfers for current inter-
national trensactions. These measures are, however, to be
abandoned as soon as possible with the goal in view being
that of exchange stability. Three years after the Fund be-
gins operations, and annually thereafter, the Fund is to
report on restrictions still in force. Five years after
eperations start, and annually thereafter consultations with
&ny member maintaining restrictions are provided for., The
Fund may also make representations to any member concerning
the withdrawal of any particular restriction or the general
abandonment of restrictions. George N. Halm, International
lionetary Cooperation, pp. 290-291.

28The Dept. of State Bulletin, XVII, (November 30,
1947), op. clt., p. 1049.
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taken into account by rules, formulated under Article XV,
designed to nmake sure that countries will not circumvent
rules regarding quantitative restrictions by resorting to
exchange controls having the same effect on trade. Vith
this end in view it is provided that parties to the GATT
shall either become members of the International onetary
Fund (which lays down agreed international rules governing
the use of exchange controls and techniques) or else enter
into a special exchange agreement with the contracting
parties containing mainly the saue safeguards as the Fund
Agreement. In any case contracting parties are not supposed
to "frustrate the intent of the provisions" of the Agreeuent
by exchange action nor the intent of the provisions of the
Articles of Agreement of the International vWonetary Fund by
trade action. At the same time the Agreement also states
that:29

(a) Nothing in this Agreement shall preclude:

the use by a contracting party of exchange

controls or exchange restrictions in accord-

ance with the Articles of Agreement of the

International lionetary Fund or with the

contracting party's special exchange agree-

ment with the contracting parties, or

{b) the use by a contracting party of restric-

tions or controls on imports or exports, the

sole effect of which. . . ., 18 to make

effective such exchange controls or exchange

restrictions.

In all cases where the members of the Agreement are

called upon to handle blance-of-payments restrictions, they

29Dept. of State Publication 3758, op. cit., p. 36.
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are required to consult with the International lkionetary Fund.
They must also accept the determination of the Fund as to
what constitutes a "serlous decline™ in a country's monetsary
reserves, a "very low level™ of monetary reserves, or a
"reagsonable rate of increase™ in monetary reserves., These
are the basic criterla for determining whether a country is
entitled to use import restrictions to safeguard its balance-

of-payments.Bo

Additional Exceptions to Nondiscriminatory Trade

Measures. Wwhile the Agreement sets up the various rules and
regulations applying to quota, quantitative, exchange, &nd
balance of payment restrictions, 1t recognizes, too, that
the state of & country's economy or at least certain indus-
tries in the country may be cause for further exceptions to
the use of nondiscriminatory trade measures.

If a member of GATT wishes to adopt a nondiscrimina-
tory trade measure, otherwise forbidden by the Agrecment,
pertaining to a product in the country's scheduleof teriff
concessions, it must enter into and reach substantial agree~
ment with all interested contracting parties. The appropri-
ate Schedules to the Agreement will then be amended in
accordance with any agreement reached., The member sesking
the change may in the event of failure to reach agreement

apply to the contractling parties acting as a group for

30The Dept. of State Bulletin, XVII (November 30,
19107). (2] 0 Cito. P 10‘09.
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direction or the member may institute initial proceedings in
this manner if it is deemed desirable. It is the responsi-
bility of the members &3 a group, if so appealed to, to
determine the member or members affected by the proposed
action and to sponsor negotiations between these members and
the party seeking the change. When and if the negotiations
reach agreement the party seeking the change may be released
by the contracting parties to the Agreement from its previous
comnitment,

In the event it is deemed necessary for a member o
gdopt a nondiscriminatory measure which conflicts with the
provisions of the Agreement other than those negotiated
under the Schedules of tariff concessions, the nember desir-
ing the change must present a written statement to all other
members supporting the necessity for such change and the
period of time for its proposed use.

1f permission is granted for use of the proposed
measura over a certain period of time, with regard to the
applicant's economnic need for development or reconstruction,

it must be established that the measure:31

{1} is designed to protect a particular industry
established between January 1, 1939 and March 24,
1948, which was protected during that period of
its development by abnormal conditions arising
out of the war; or

(2) is designed to promote the establishment or
development of a particular industry for the
processing of an indigenous primary commodity,

. 3lpept. of State Publication 3758, op. cit., pp. 41~
L2.
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when the externazl sales of such commodity have
been materially reduced as a result of new or
increased restrictions imposed abroad; or

(3) i3 necessary. . « to promote the establish-
ment or developuwent of a particular industry,
for the processing of an indigenous primary
commodity, or for the processing of a by-product
of such industry, which would otherwise be
wasted, in order to achieve a fuller and oore
economic use of, the applicant contracting
party's natural resources and manpower and, in
the long run to raise the standard of living
within the territory of the applicant cone
tracting party. « «

(4) is unlikely to be more restrictive of
international trade than any other., . . measure
permitted under this Agreement. . . and is the
one most suitable for the purpose having regard
tec the economies of the incdustry or branch »f
agriculture concerned and to the applicant cone
tracting party's nsed for economic development
or reconstruction,

with the application of any neasure restricting ime
ports under the above Btipulations it is required that the
country applying the restriction must do so in such a way as
to avoid unnecessary damages to the commercial or economic

interests of any other members of the Agreement.

Restrictions Related to Economlc Development. Stipu-

lations concerned with restrictions made in counection with
economic development state that countries which had particu-
lar measures of economic development in operation on
September 1, 1947 may continue them pending their examination
by the members of the Agreewent, subject to three main cone
ditions., First, no such measure may continue in respect of
any product listed in the appropriate Schedule of tariff

concessions. Second, the measure concerned must have been

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



~35a
revealed to all of the prospective parties to the Agreement
prior to Uctober 10, 1947. In addition, each product on
which the measure is to be applied must be listed along with
the exact nature and purpose of the measure, Third, all such
measures must again be submitted to members for their con-
slderation with the purpose of either approving or disapprov-
ing within one year from the day the country in question

becomes a party to the Agreament.32

Trade Control lieasures Pertaining to Hational 3ecur-

ity. 1In addition to trade control reasures adopted to pro-
vide adjustments in line with economic development, the
Agreement recognizes that there may be need for certain trade
control measures in line with maintaining national or inter-
natlonal security.

In essence any member of the Agreement is permitted
to withhold furnishing or publicizing any information the
disclosure of which would be considered contrary to essene
tial security interests, Any party may also take action
which it considers necesszry for the protection of security
interests relating to fissionable materials, to the traffilec
in arcs, ammunition and implements of war, or taken in time
of war or other emergency in internationel relations.
Keither is anything in the Agreement to be construed as

preventing any contracting perty from taking any action in

321bid., p. 45.
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carrying out its obligations for the malntenance of inter-

national peace and security under the United Nations

Charter.33

Nullification, Impairment, and Vithdrawal Procedures.

With the explicit provisions mentioned in the previous
material the contracting parties to the Agreement have
apparently tried to cover what could probably be classed as
things that are considered basic in international commercial
relations. Having attempted to set down a basic set of
rules for effective functioning of international trade, as
nearly as possible on a multilateral basis, they also
realized they c¢ould not hope to provide specifically for
every contingency that might arise, With this realization
in mind the members have provided, in Articles XXII and
XXII1XI, for consultation between the parties to the Agreement,
This consultation is to be carried on with respect to "all
matters affecting the operation of the Agreement and for
procedures to be followed in the event that any measure
should be taken, even though not prohibited by the Agreement,
or any situation should arise, which would have the effect
of nullifying or impairing the bvenefits or objectives of
GATT."34 In the case of measures or developaents tending

to nullify or impair the Agreement, any member may require

331bid., p. 50.

34The Dept. of State Bulletin, XVII (November 30,
1947)’ Ope Ci.to, P 1050¢
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the other parties concerned to consult with it with a view
to reaching a satisfactory adjustment. If an agreement
cannot be reached the problem may be referred to the entire
membership of GATT. The entire group may, if deemed neces-
sary, consult with the members concerned over the developments
in question and, in addition, they may consult with the
Economic and Social Council of the United Nations or with any
appropriate inter~governmental organization.35 If the c¢ir-
cumstances seem serious enough to warrant the action, the
contracting parties may authorize a particular party to
suspend the application of any provision of the Agreement,
either generally or in respect of particular countries. If
an obligation or concession is suspended, any party affected
by such action is free, "not later than sixty days after
such action is taken, to advise the Secretary-General of the
United Nations in writing if its intention to withdraw from
the Agreement and such withdrawal shall take effect upon the
expiration of sixty days from the day on which written
notice of such withdrawal is received by him."36

In addition to the previously mentioned procedure
regarding action of a party affected by withdrawal of con-
cessions the Agreement provides methods of procedure related
to such things as application of the Agreement to customs

territories, periodic meetings by the members, acceptance

35pept. of State Publication 3758, op. cit., p. 51.
36Ibid., pp. 51-52.
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and adherence to GATT, withholdings and withdrawing of con-
cessions, wodification of Tariff Schedules, amendment of the

Agreement, and procedure for withdrawal.

Customs Territories Under the Agreement. A customs

territory is defined as "any territory with respect to which
separate tariffs or other regulations of commerce are main-
tained for a substantial part of the trade of such territory
with other territories."37 The Agreement applies to the
metropolitan customs territories of the contracting parties
and to any other territories for which the parties as indi-
viduals may have international responsibility. However,
provision is made that any government accepting the Agreement
may specifically state that its acceptance does not apply to
the separate territory for which it has responsibility and
that the area in question has full autonomy in its commercial
relations. On the other hand, if any territory on behalf of
which a contracting party has accepted the Agreement, acquires
full autonomy it may become & contracting party upon sponsor-
ship through a declaration by the responsible member estabw
lishing the autonomous position.33

Consideration is also given to customs matters by
making it possible within the provisions of the Agreement

to develop customs unions and free trade areas. Permission

37Ivid., p. 53.
381bid., pe 97.
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for such developments is restricted to the extent that duties
and other regulations imposed by unions snd free trade areas
are not higher or more restrictive, on the whole, than the
duties or commercial regulations that were applied by the
nembers prior to the formation of the union or free trade
area., In the event an interim agreement is established be-
tween governments for the purpose of forming a customs union
or free trade &rea, the Agreement provides that this interim
instrument shall include a plan and schedule for the forma-
tion of the union or free trade area within a reasonable
length of time.39 Provision is made that any contracting
party deciding to enter into a customs union or free trads
area, or an interim agreement leading to such a formation,
must immediately notify the contracting parties to the
Agreement and give them such information as will enable them
to consider the proposed union or area for purposes of making

reports and recommendations that seem appropriate.

Arranrements for Periodic Feetings. With the realizz-

tion that joint action on many problems will be necessary
the Agreement provides for periodic meetings to be arranged
in order to facilitate the operation of the Agreement. in its
entirety and in particular to give effect to provisions
involving joint action. At these meetings each member 1is

allowed one vote and unless otherwise specified in the

39lbidc s Po 53.
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Agreement decisions are made by a majority of the votes
cast. Where exceptional circumstances arise that are not
covered elsewhere under the GATT, the members may waive an
obligation imposed on another member by a two-thirds majority
of the votes cast in favor of the decision. However, the
majority must make up more than half of the contracting
parties to GATT. Such a vote a&as that just described may also
define certain categories of exceptional circumstances to
which other voting requirements shall apply for the waiver

of obligations.*Y

Acceptance and Adherence to GATT. To carry out

action within the framework of GATT or to be subject to
action carried out within the Agreement a government accepte
ing the provisions, as set down, must deposit a formal
instrument of ahceptance with the Zecretary-General of the
United ﬁations. The Secretary-General is supposed to inform
all interested governments of the date of deposit of each
instrument of acceptance, This indication of acceptance is
effective on the thirtieth day following the day on whichk it

was deposited.

Withholding and ¥ithdrawing Concessions. If a gove

ernzent should accept the Agreement and then withdraw, any
other contracting party to GATT is free to withhold or with-

draw in whole or in part any concession provided for in the

LO1bid., pp. 57-58.
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Schedule of tariff concessions which was initially negotiated
with the government that has withdrawn. The same stipulation
holds true in the event certain concessions have been negoti-
ated with a government which never did become a contracting
party to GATT, Correct procedure also requires that the
member withholding or withdrawing a concession must give
notice to all other contracting parties that have a substantial

interest in the products or product concerned.4l

Modification of Concessions. Somewhat in line with

the withholding and withdrawing of concessions under the
Tariff Schedules is the procedure related to the modifica-
tion of concessions negotiated under these same Schedules.
This provision relating to modification of the ichedules was
"designed o introduce a measure of flexibility so as to
facilitate any needed adjustments of tariff{ rates after an
initial period of three years."“z After January 1, 1951, any
party which has granted a concession on a product 1s allowed
to modify that concession by obtaining the agresement, not of
all the parties, but only of that party with which the
initial negotiation was made. Other parties deemed to have
a substantial interest in the proceedings must also be cone
sulted. The determination &s to which countries have a

substantial interest is to be made by contracting parties

4lipid., p. 60.

b2The Dept. of State Bulletin, XVII (November 30,
191‘.7)’ 22. c1t-’ P 10510
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to the Agreement acting in their group capacity. If agreement
on the proposed change cannot be reached, the country wishing
to make the change may proceed to do so. In this event the
government with which the concession was initially negotiated,
and such other parties as have an interest, may withdraw
equlvalent concessions initially megotiated with the member
taking the action.

For the protection of countries not entitled to claim
that they were initial negotiators of a concession, provision
is made that if such a contracting party 1s dissatisfied with
a modification or withdrawal it may withdraw substantially
equivalent concessions 1lnitially negotiated with the country
taking such action.%3 |

In any event the retalistory withdrawal of concessions
taken agalnst a party initiating modificaticns must be taken
within six months after the modification. The retaliatory
withdrawals become effective upon the expiration of thirty
days from the day on which written notice of such withdrawal
is received by the members of the Agreement.““

If there is né disagreement in regard to the proposed
change in a concession the parties concerned are supposed to
"endeavor to maintaln a general level of reciprocal and
mutually advantageous concessions not less favorable

to trade than that provided for in the present

43Ibid., p. 1051.

4hDept. of State Publication 3752, op. ¢it., p. 61.
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Amendment of GATT. Where no specific modification pro-
cedure, as that Just descrived, governs action the Agreement
does provide a generalized approach for amending its text.
The procedure specified states that amendments to Part I of
the Agreement, relating to Tariff Lchedules, may not be made
effective until accepted by all the contracting parties,
Other amendments become effective for those members that
accept them, when they have.been approved ty two-thirds of
the contracting parties.

Any contract;ng party that accepts an amendment to
the Agreement is required to deposit an instrument of accept-
ance with the JSecretary-General of the United Nations. This
instrument must be deposited within a certain specified
period which will be determined by the entire membership of
CATT. The members acting in their joint capacity, may de-
cide that any amendment made effective under this generalized
approach to amendment 1s of such a nature that any member not
accepting it within a certain period of time, specified by
the contracting parties, will be free to withdraw from the
Agreement.hé However, the party not accepting the amendment
may remain a contracting party with the special consent of

the other members of the Agreement.

k51vid., p. 61.
461p1d., p. 63.
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Withdrawal Procedure. The specific provision dealing

with withdrawal from the Agresment provides that any member
may, on or after January 1, 1951, withdraw on its own behalf
or on behalf of any customs territory for which it has intere
national responsibility and which possess full autonomy in
its external commercial dealings. The withdrawal takes
effect after the expiration of six months from the day on
which written notice of the intention is received by the

Secretary-General of the United Nations.A&7

Accession to GATT. A government that wishes to accede

to GATT in its own right, or on behalf of a separate customs
territory having autonory in its external comamercial rela-
tions, may do so on the basis of terms agreed to between the
government a&and the contracting parties. Under these c¢ircum-
stances decislionas of the contracting parties are made by a
two-~thirds m?:l,jcarft.t.:{.1'8
In connection with the provision regarding accession
it has been pointed out that the contracting parties as a
group retain "the right to be the judges as to whether or
not the results of future tariff negotiations which they
carry out with other governments are to be considered suf-

ficiently comprehensive to meet the standards set in the

Geneva negotiation and to Justify the adherence of these

471bid., p. 63.
L81vid., p. 64.
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governament s to the General Agreement."hg

These provisions governing accession were first ap-
plied in practi;e at the Annecy negotiations.5o Here it was
agreed that each contracting party should sign a protocol or
a series cof protocols indicating willingness to accept each
accedling governwent as a new member to GATT. The acceptance
was conditional on the acceptance by acceding governments of
the tariff{ commitments negotiated at finnecy and of the
obligations of the General kLgreement. Vhen sixteen contracte
ing parties had signed the protocol affecting one of the
acceding governments, a two-thirds vote would have, in
effect, been cast in favor of admitting it to the GATT. It
was also arranged that each acceding government should sign
a protccol contalning its own schedule as negotiated at
Annecy and a commitment accepting the General Agreement as
amended and all terms of the Geneva Frotocol of Provisional
Application. The final step in the procedures as outlined
at Annecy, involved notification of the Secretary-General of
the United Nations, by the contracting parties, that they had
added to their own schedules the items they had negotlated
with the acceding governments.

With these steps completed, the new schedules and the
additions to old schedules would become part of Article Il

of the GATT, and the acceding governments would become

49Brown, op. cit., p. 260.
50referred to in Chapter I, p. 13.
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contracting parties., All contracting parties, old and new,
would be on the same footing except in cases where some old
contracting parties had not accepted some of the amendments
to the Agreement.sl

Thus with the establishing of these provisions for
accession, at Annecy, certaln procedural precedents were set

up to serve as a guide for taking in future prospective

members.

51Brown, op. ¢lt., pp. 260-261.
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CHAPTER III

AN APPRAISAL OF THE GENERAL AGREEMENT ON
TARIFFS AND TRADE

In attempting to analyze the impact of GATT on World
trade one of the most important areas for consideration is
that involving the field concerned with tariff negotiations.

The GATT countrles have met a number of times and
initiated tariff negotistions which were gradually promoted
from a bilateral to a multilateral level.l This effort to
put tariff concessions on a multilateral basis 1s regarded
by those in favor of freer world trade as an lmportant step
forward in the fight for reduction of trade barriers.
According to a report of the Interim Committee for the Inter-
national Trade Organization, multilateral tariff bargaining
"has produced a technigque whereby governments in determining
the concessions they are prepared to offer, are able to take
into account the indirect benefits they may expect to gain
as a result of simultaneous negotiations between other

countries, and whereby world tariffs may be scaled down

1GATT meetings for the purpose of tariff negotiations
have been held at Geneva, Switzerland from April 10, 1947,
to QOctober 30, 1947; Annecy, France, from April to August
19#91 and Torquay, England, from September 23, 1950 to April
21, 1951.

-7
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within a remarkably short time."z

Bargaining proceeded on a selective basis, product-by-
product, between pairs of exporting and importing countries
and 123 negotiations during the period April 10, 1947 to
October 30, 1947. The reductions and bindings of customs
duties are contained in twenty schedules with some 45,000
tariff items relating to about one-~half of world trade.

These schedules are an integral part of GATT.

At Annecy, France, the negotiations that were held
from April to August of 1949 produced 150 new tariff agree-
ments and added eleven new schedules to previous ones.
Another conference was opened at Torquay, England, in Septem-
ber 1950 at which 147 successful bilateral negotiations took
place and about &,800 tariff concessions were granted. The
consolidated schedules of all three conferences apply to
some 58,800 classifications of items entering into the trade
of some thirty-elight countries which among them account for
over 80 per cent of world imports and exports. Much greater
results would have been achieved had it been possible to
overcome the tariff conflict between the United States and
the British Commonwealth. The United States asked for larger
reductions in Imperial Preferences than the Commonwealth

countries were prepared to grant while the latter asked for

2Charles H. Alexandrowiez, International Economic
Organizations, p. 171, referring to a publication entitled
The Attack on Trade Barriers published by the Interim Com-
mittee for the International Trade Organization at Geneva,
August, 1949.
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larger cuts in American tariffs than the United States Admine-
istration, for fear of Congress, dared to concede. However,
all the participating countries declared that they would
abide by the agreements signed at Geneva, Annecy, and Torquay
until January 1, 1954 which is "a remarkable contribution to
tariff and trade stability for a period of three years."3

With the approach of the January 1, 1954 deadline the
contracting parties at thelr elghth session in Geneva in the
fall of 1953, agreed to a proposal to extend for eigzhteen
months beyond January 1, 1954, a provision that binds tariff
concessions made by member countries, except in cases involve

ing individual withdrawals under the escape clause,k

The New Plan for 30 Per Cent Reduction of Tariffs. 1In

spite of the gains made toward reducing tariff barriers
through bilateral negotiation extended on a multilateral
basls, there was some feeling, even as far back as the Tor-
quay Conference that this method of negotiating tariff reduc-
tions had yielded its best results and that the time had come
to search for new techniquea.5

Plans for a new method to reduce tariffs by 30 per
cent over a period of three years are outlined in a recent

publication issued by the contracting parties to GATT under

3Ibid., pp. 171-172.

4Strength at Home, The American Tariff League, Inc.,
PublicatIon No. 135, march, 1954, p. 17.

5"Scheme for 30 Per Cent Cut in Customs Tariffs," Unit-
ed Nations Bulletin, Vol, XVI (February 15, 1954), p. 163.
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the tit}e "A Proposal for the Reduction of Customs Tariffs.m

One of the principal reasons for the need to find a
new approach to tariff reductions lay in the weak negotiating
position of the countries with relatively low tariffs. Some
countries had entered the first round at Geneva in 1947 with
‘a low tariff level, At Geneva and at #nnecy these countries
held constant a large number of their rates against increases,
This was in accordance with the accepted rule that the bind-
ing of a low duty or duty-free treatment would be recognized
as a concession equivalent in value to the substantial reduc-
tion of a high duty.6 At Torquay these countries considered
that the renewed binding of their tarlffs should be accepted
as a concesslion equivalent to further reductions in the
higher tariffs of other countries.

¥Yhen they came to negotliate, however, they found
that the high-tariff countries were not prepared to make
further reductions merely in return for a rebinding of low
rates. Since the lowetariff countries could not offer suf-
ficient concessions to induce other countries to make reduc-
tions in high rates of duty on items of particular interest
to them, the negotiating procedures offered no prospect of
obtaining reductions in the duties which were a serious
obstacle to theilr exports. Efforts have accordingly been
made since the close of the Torquay Conference to find new

methods of reducing tariffs by collective action under the

éIvid., po. 169-170.
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General Agreement.

The new plan for an agreement among governments to
reduce their tariff levels by 30 per cent in three years is
the outcome of a French proposal, At the eighth session of
the Contracting Parties in October, 1953, the plan was
further elaborated by a committee of experts and was presente
ed as technically possible‘7

Under the new plan, in place of bilateral negotiations
between countries on a product-by-product basls aimed at a
strict balance of concessions, there would be an obligation
on all participating governments to reduce the protective
incidence of their tariffs in accordance with a common
standard.

The new plan still embodies the idea of mutual ad-
vantage, The balance of any particular country 1is measured
not by setting off specific concessions obtained against
specilfic concessions granted, but by setiing of the overall
reductions made by it under the comnon standard against the
overall reductions made by others under the same standard.8

Another feature of the plan is that it reqguires
efforts proportionate to each country's tariff level. Fine
ally, it provides an additional obligation to reduce individ-

ual rates of duty which exceed given levels.

Belgium, Denmark, France, the Federal Republic of

7ibid., pp. 169-170.
81pid., p. 170.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



-5 2
Germany, and the Netherlands have indicated their support of
the plan in principle. However, it is realized that this
plan cannot be brought into operation unless all the main
trading countries of Europe and North Aimerica accept the
idea. It has been submitted to governments for study in an
attempt to get them to state their views during 1954. The
contracting partles to the Agreement will then decide whether

the plan provides an agceptable basis for agreement.

The Operation of the Tariff Plan. Operation of the

plan would require each participating government to under-
take to reduce the average Ilncidence of its customs tariffs
in a base year by 30 per cent, in stages of 10 per cent in
each of three successive years.9

Governments, however, would not be required to reduce
every tariff rate by this amount, for within certain limits
they would be free to choose the items on which to make re-
ductions. The reductions, however, would have to be reduced
throughout the tariff and concentrated in no particular part
of it. This would ensure that the benefits would accrue to
all supplying countries, even to one whose interest might be
limited to products of a certain class. To achieve that
object, the tariff would be divided into sectors covering
broad categories of related products, such as primary foods,

products of the chemical industry, etc., and the 30 per cent

91Ibid., p. 170.
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reduction would be applied to each sector.

A reduction of less than 30 per cent would be required
of countries with comparatively low duties. Each participate
ing government would undertake the further obligation to
reduce all duties which exceed certain upper limits.

Governments would also be free to select the items in
each sector of goods on which to make reductions and to de-
termine the degree of reduction for each item. The method
of effecting the reductions would be left to the discretion
of each government. Finally, no government would be obliged
to make reductions on the same items in each of the three
years; that 1s, a rate of duty which is reduced in the first
year would not need to be further reduced, 1©

The plan also acknowledges the need of less advanced
economies to grant tariff protection to newly-established
industries. Governments of under-~developed countries which
elect to be governed by special rules would not be required
to make duty reductions on products lncluded in their devel-
opument programs. The right to exclude any particular product
from the operation of the plan would be granted for a fixed
period of time., For these countries the average incidence
of duties would be computed on the tariff as a whole instead
of by sectors so that they would have ample freedom in the
selection of items for the application of the percentage

reduction. The same advantages would be avallable to overw-

loIbidQ' pc 1700
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seas customs territories of industrialized countries which
are recognized as being in the process of economic develop-
ment.

Provision is made, too, for excluding certain items
from the operation of the plan, Governments would be per-
mitted to exclude duties which are imposed for the purpose
of raising revenue rather than to afford protection to
domestic production. In addition, they could exclude duties
on goods imported mainly from countries which do not par-
ticipate in the plan.

It is proposed that the plan should operate in the
first instance for a period of five years. HReductions would
remain in force until the end of that period. There is,
though, an escape clause under which certain exceptions to
this rule could be allowed.

If this plan appears to be acceptable as a basis for

action, it will be referred to a governmental conference,ll

A Summary of GATT's Handling of Tariff Problems. In

summarizing the accomplishments of GATI with respect to tar-
iffs, it must be acknowledged that tariffs have been lowered
significantly. The number of items covered by tariff nezo-

tiations i3 impressive. large scale reduction in tariffs

that occurred from 1947 to 1951 can be attributed to the

l1pi4., p. 170.
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following factors:12 (1) The existence of the sellers' mar-
ket in internationally traded goods made it easier to gain
consent to the reductions in duties. The sellers! market
was created by the war-deferred demand for goods coupled with
the shortage of adequate production facilities. (2} Many
duties were high enough s0 that substantial reductions could
be granted without seriously impairing thelr protective
effedt.

By the time of the Torquay sessions, .increased seller
competition accounbeQ for reduced enthusiasm for tariff cuts
and bindings as compared with Geneva. 1In the Torquay cone
ference some representatives argued successfully that a low
tariff bound for three years was an lmportant concession
and should be matched by reductions in higher duties.l3
Although the percentage of world trade handled by GATT signa-
tories leaves only about 20 per cent to non-GATT countries,
the contracting parties themselves reported after the Torquay
meetings that,"the achievement of the Genersl Agreement 1n

the field of trade must be considered modest so far.m"l4 The

12yytze Gorter, "GATT After Six Years: An Appraisal,®
International Organization, VIII (February, 1954), 12.

l3Ibld., p. 12, citing Interim Commission for the Inter=
national Trade Organization at the request of the Contracting
Parties to GATT, Liberatingz Vorld Trade, Second report on the
Operation of the GATT (Geneva: June, 1950), p. 9.

14Ibid., p. 12 citing the Interim Commission for the
International Trade Organization at the request of the General
Agreement on Tariffs and Trade, CGATT in Action, Third Report
on the GATT (Geneva: January, 1952), p. E.
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Korean war was blamed for the slowing down of progress made
by the Agreement in the fleld of trade. The contracting
parties felt that previous to this conflict much headway had
been made.,

As has been previously mentioned, attempts to reduce
duties further also floundered due to preferential tariff
systems. A good example of such a system is the one applying
to the british Commonwealth. Tariff arrangements of this
kind seem particularly difficult to eliminate not only be-
cause of the special idterests that have been c¢reated by the
protection thus afforded, but because these preferences often
encourage trade between soft-currency countries while dis-
couraging their trade with hard currency nations.l® Another
factor for consideration on this point is that with a persis-
tent dollar shortage troubling many netions, there is a
natural reluctance to adopt any measure that threatens to
increase the drain on international financial reserves.

However, the contracting parties to GATT have made
some progress in dealing with the elimination of tariff pref-
erences. They have agreed that no new, or increase in exist-

ing preferences shall be permitted.l6 There are also. rules

15Ibid., p. 13.

léIbid., p. 13. This agreement was modified at the
latest session of the signatories. The United Kingdom received
approval of its proposal for permission to increase unbound
duties on imports from foreign countries while continulng to
permit their free entry from Commonwealth countries. This
will increase the margin of preferences only if the increase
in duty on foreign imports will not ™. . . cause substantial
diversion of trade from foreign to commonwealth suppliers. .
« +" &and may not increase preiferential margins in this
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to the effect that a reduction in a most-favored-nation rate
having the effect of reducing the margin in favor of a
preferential rate cannot be considered as constituting dis-
crimination against the country enjoying the preferential
rate.

The problem of reducing tariffs has probably been
made somewhat easier by a tendency in recent years of various
governments to replace tariffs with exchange controls and
quantitatlive restrictions as devices used in national econonmise
planning. In addition, the doctrine of the advocates of free
trade, especlally in the United States, seems to have had
some effect now that many of the large mass-production indus-
tries in the United States have found foreign sales hampered
by lack of dollar exchange. 1In addition, the extensive dis-
cussions of the "dollar shortage™ coupled with the federsl
expenditures on foreign aid have given the exporters valuable
allies from the ranks of those favoring lower government
expenditures and taxes. In spite of these indications in
favor of lower tariffs, protectionist sentiment remalns
strong in some regions and industries. There is a strong
belief by many observers that the political appeal of tariff
protection is sufficiently great to thwart any legislation
to reduce tariffs sharply or quickly.l7

manner if the imports from the Comionwealth countries are
not already entering the United Kingdom duty-free. Inter-
national Trade News Bulletin, Vol., III, No. 10 (OQOctober,
1953)0 P h08.

171bid., pps 16-17.
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If the United States was to lower its tariffs the
gsituation undoubtedly would be welcomed by the rest of the
world which 18 still troubled with a balance of payments,
disequilibria, particularly with the dollar area. Though
this might not solve the "dollar shortage" it would certainly
help.

However, 1f the United States should sharply reduce
its tariff the rest of the world would require at least two
assurances before reduclng barriers such as duties and quan-
titative restrictions.l® It would need assurance that (1)
the tariff reductions would not be cancelled and replaced by
higher duties. (2) If the first assurance were given, there
would have to be further gusrantees that the United States
was bound to a policy of maintaining a high level of income
and employment and hence only a small range of business
fluctuations.| Any indications that the economy of the
United States would be unstable would make any nation reluce
tant to make its economy the least bit dependent on that of
this country. If these two assurances were forthcoming
there would be a reasonable expectation that at least the
western block of nations could be integrated into a trading
community such as that visualized by the United States at’
the Havana conference of the International Trade'Organization

and at the several meetings of the contracting parties to

lgzbid., p. 17,
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Problems Pertaining to Quantitative Restrictions. 1In
splte of the fact that the contracting parties to GATT still
face problems concerning tariffs, an essential part of their
work has arisen from the continued use of quantitative re-
strictions by governments to safeguard their balance~of-
paymenis and monetary reserves and with the discriminatory
application of these restrictions.%? GATT, while admitting
the use of quantitative restrictions for these reasons, in
certain clrcumstances requires countries resorting to the
discriminatory applications of the restrictions to consult
from time to time with the contracting parties and also
whenever restrictions are substantially increased,

In the course of their consultations the members of
the Agreement have been very much concerned with the inci-
dental protective effects of import restrictions. Govern-
ments applying restrictions have acknowledged that the
protective effects should be reduced to a minimam, but in
fact most quantitative restrictions, whether intentionally
or not, are parforming two functions: one financial and the
other protective. There is, therefore, an ever-present
danger that the protectionist factor may become a guiding

consideration in determining which products are to be subject

1971pid., p. 17.

20nFor Co-operation in World Trade,"™ United Nations
Bulletin, Vol. XVI, No. 6 (March 15, 19545. p. 239.
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to import restrictions.Zl

The fallure of GATT to bring asbout a significant re-
duction in quantitative restrictions in operations since the
end of World War II has bteen one of the major criticisms
leveled against the organization. Critics of the Agreement
contend that reductions in tariff duties have been nullified
by failure to halt the use of quantitative restrictions.

The point is also made that even at present levels of duties
world trade would rise if quota regulations were eliminated, %%
The latest report of the contracting parties on
quantitative restrictions states that "at the time of writing
this report in October, 1952, twenty-one of the thirty-four

contracting parties to the Agreement have stated that they
maintain restrictions on imports to safeguard their balance
of payments and are exercising some degree of discrimination
tetween sources of supply.“23 Two other contracting parties
also reported the use of quantitative restrictions for
balance of payments reasons but stated that the restrictions
were not used in a discriminatory menner. Of the remaining
eleven signatories, nine reported that they were not re-
stricting imports for balence of payments reasons.

According to their "Third Report on the [iscriminatory

- 211bid., p. 239.
22gorter, ope cit., p. 13.

231bid., p. 14, citing Contracting Parties to the
General Agreement on Tariffs and Trade, Third Report on the
Discriminatory Application of Import Restrictions, (Geneva
1952), ppe o=0.
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Application of Import Restrictions," in September and October
of 1951 the members of GATT declared they had been able to
make much progress in the removal of quantitative restrictions
imposed to protect international reserves. During 1952, how-
ever, the balance of payments position of several countries
deteriorated and import restrictions were reimposed.zh This
indicates that unless adequate reserves of foreign exchange
can be acquired and maintained, quantitative restrictions
will remain entrenched as a tool in foreign trade policies.
The problem here seems to be one of determining and, if pose
sible, alleviating the circumstances surrounding conditions
and policies which cause inadequate financial reserves

rather than directing an attack primarily against quantita-
tive restrictions.

Though the "Third Report on the Discriminatory Appli-
cation of Import Restrictions,"™ indicated as of November,
1952, there had been & reimposition of many quantitative
controls, conditions changed rapidly thereafter, and in
March 1953, the United Kingdom relaxed its restrictions upon
imports from western Europe.25 Even with this relaxation,

42 per cent of Britain's imports from western Europe re-

26

mained under restriction. In January 1953, the

24Ibid., ps lhke.
Zslbid. s Po 1k,

26Ibid., pe lik, citing The Times (London), barch 24,
1953, Press Notice, Loard of Trade, march 23, 1953, as cited
in International: Trade News bulletin, Vol. III, No. 3 (March,
19531, ppe 8O=27.
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Organization for Furopezn Lconomic Co-operation announced
that 66 per cent of all private international trade between
OEEC countries had been freed from quantitative restrictions.
The range of freedom was from 46 to 99 per cent by country.<7
Although the above developments are encouraging, there is
8till a great deal of international commerce that is hamper-
ed by restrictions. In addition to restrictions on private
trade there are discriminatory sales and purchases made by
governmental agencies through state trading, which has grown
steadily since 1938,.%<8

while the reports issed by the members of the Agree-
ment often point up what has been accomplished in consulta~
tions concerning quantitative restrictions probably the
psychological influence of keeping the problem of quanti-
tative restrictions before the parties is just as great as
the actual results aéccmplished.29 The reports indicate
that at least the character of the restrictions has been
revealed by the requirement that the signatories to the
Agreement must report annually the existence of guantita-
tive restrictions and defend continued use of them. Probably
the greatest service rendered by GATT has been the exposure

of these restrictions and their subjection to discussion

271vid., p« 15, citing International Trade News
Bulletin, Vol. III, No. 1 (January, 1953}, P. 19.

28Ivid., p. 15.

29United Wations Bulletin, op. cit., p. 239.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



and analysis.3°

Other Problems Subjected to Consultative Considera-

tion. In addition to consultation on quantitative restric-
tions numerous other problems relating to international trade
have come before the contracting parties for consideration.
However, it i8 also true that not all complaints have been
heard by the members to the agreement acting in their group
capacity because some of these problems have been settled
through direct consultation between the parties concerned or
through diplomatic channels. J3ome inducement to governments
to reach agreements among themselves might be attributed to
the desire to avoid the publicity which follows when com-
plaints are subjJected to a general airing before the
contracting parties acting jointly.

To illustrate some of the problems that have come up
for consideration several instances can be mentioned,

One of the examples of action against internal, dis-
criminatory taxation recently taken by the contracting
parties was a case involving Brazil. Brazil had employed
certain internal, discriminatory taxes against specified
French, United Kingdom, and United States exports. As a
result, at Torquay, the contracting parties were asked to
examine a brazllian draft law modifying the legislation on

consumption taxes which had been prepared and submitted to

30Gorter, op. cit., p. 15.
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the Brazilian parliament and to advise on the conformity of
the draft law with the relevant provisions of GATT. After
due consideration by a working group appointed by the con-
traciing parties a report was made to the Conference that
the draft law (with certain reservations) removed the internal
tax discrimination and brought Brazil's legislation on con;
sumption tax into conformity with the GATT. However, the
draft law is subject to the approval of the Brazillan parlia-
ment and 1f approval is not forthcoming the matter will have
to be resubmitted to the consideration of the contracting
parties.31 |

In 1950 a complaint was made to the .nembers of GATT
that the British system of purchase tax so operated as to
discriminate in favor of domestic products and against
similar imported goods.32 The Uniﬁed Kingdom Government
admitted that the tax did have this diseriminatory effect,
though unintentionally. It agreed to amend the system so as
to eliminate the element of discrimination and thus bring
the operation of the tax into conformity with the obligation
of the United Kingdom under the Agreement, In 1952 this
pledge was fulfilled,?3

31lplexandrowiez, op. cit., p. 174.

32pfter 1941 the "Utility" system had been in force
in the United Kingdom for a wlde range of durable consumer
goods. Goods classified as M™utility"™ were not for the most
part liable to purchase tax. However, goods purchased from
abroad of comparable quality and price were not 2s a general

rule exempt from purchase tax. Alexandrowiex, op. ¢it., pp.
1714""175 .

33ynited Maetions Bulletin, op. cit., p. 239,
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The United States and Canada complained that Belgium
was imposing discriminatory import restrictions aimed against
imports requiring payment in dollars, although Belglum was
not in balance-of-payment difficulties. Belgium undertook
progressively to eliminate this discrimination and has re-
ported substantial progress in doing so.

Complaints by Chile against Australia, by Norway
against Germany, by the United Kingdom and France against
Greece have been successfully dealt with,

In 1952 India brought before the contracting parties
a complaint against Pakistan about the levying of discrimina-
tory taxes on exports of Jute to India. The contracting
parties felt that this question might be more easily resolved
if it were considered together with other trading diffi-
culties between the two governments, including the conditions
under which coal was supplied by India to Pakistan. The two
governments were invited to consult together in an effort to
find a solution to their problems., These consultations were
concluded successfully when the two nations signed a long
term trade pact and agreed to drop the discriminatory levies
in question.

More recently, a French tax on imports and exports
which was intended to provide a social insurance fund for
agricultural workers, was the subject of complaint as an
infringement of GATT., At the elghth session of GATT the

French Government undertook to remove the tax from the 1954
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budget.34

In spite of these indications of success with respect
to consultative procedure within the framework of GATT, not
all disputes have been resolved successfully. One of the
most serious complaints is that directed against the United
States by a number of countries pertaining to its import re-
strictions on dairy products. The members of the Agreement
have stated on several occasions that these are in violation
of GATT. The United States administration has agreed that
this is 8o, but its efforts to remove the restrictions by
legislation have been unsuccessful., For two years in succes-
sion the contracting parties have authorized one affected
country, the Netherlands, to limit imports of United States
flour by way of compensation. There is realization on the
part of all members, however, that retaliation is no solu-
tion to a problem of this kind. The contracting parties are
agreed that if GATT is unable to count upon compliénce with
its agreed rules from the larger trading powers, its author-
1ty will be substantially reduced.>?

The purpose of these consultations on discriminatory
restrictions, which are held at each annual session of GATT,
is to provide an opportunity for the exchange of views on
the problems facing the countries following these practices

and the difficulties which are thus created for exporting

341pid., p. 239.
35Ibid., p. 239.
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countries. The members of the Agreement accept the findings
of the International Monetary Fund on the financial basis
for the restrictions and discuss the policy and administra-

tion of the restrictions.

Efforts to Deal with Administrative Problems of Trade.

For the past several years the members of GATT have been
tackling customs formalities and various administrative bar-
riers to trade,

One particular piece of legislation dealling with cus=-
toms simplification was passed in the United States ih 1953.
This act known as the Customs Simplification Act conforms to
the spirit of GATT and deals with such measures as appraising
merchandise, marking requirements, countervailing duties,
undervaluation penalties, converting foreign currencies, and
relief from minor unintentional legal infractions. Although
this act falls short of expectations it is an important step

36

forward. In addition to this new law, customs procedures
have been simplified within the limitations of current law.
As an example, prospective importers or foreign exporters
may now obtain the classification and approximate duty, with
respect to tariffs, of a proposed import in advance of ship-
ment thus eliminating duty uncertainties and financial

risks,37

36paul V. Horn, International Trade Principles and
Practices, p. 162.

371Ibid., p. 672 referring to Department of Commerce,
korld Trade News, November 13, 1950.
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in addition to developments with respect to customs
simplification, in 1950 the contracting pariies drew up a
code of standard practices for the administration, by gov-
ernments, of import and export restrictions and exchange
controls. In 1952 they adopted & code of standard practices
for documents which are required for importation and they
made several recommendations which aim at the elimination of
consular visas and formalities as soon as possible.

They also drew up and opened for signature (in Febru-
ary, 1953) the "International Convention to Facilitate the
Importation of Samples and Advertising Material." The broad
purpose of this lnstrument is to minimize the costs and
reduce the formnalities and delays which traders and mer-
chanta have to face in sencling samples and advertising mater-
ials from one country to another,38

The contracting parties have also initiated studies
on valuation and natlonality of imported goods and will

continue these studies in the future.

The Desire for Freer Trade. In attempting to s&ppraige

GATT and the effectiveness of its work one approach quite
definitely would be to attempt to assess whether there is a
genuine desire for freer trade and, if so, how is such a
desire manifesting itself. GATT itself must be viewed as an
expression of & belief that the world in general would be

38ynited Nations Bulletin, op. cit., p. 239.
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better off with less restrictions on international trade,
However, the action of various nations, many of whom belong
to GATT, tends at times to ralse questions as to the sincer-
ity of those who prefer a desire to see restrictions on
world trade reduced to a minimum or eliminated. That there
are members of the Agreement who are greatly interested in
their individual interests is evidenced by the fact that at
GATT's last session in QOctober of 1953, it was agreed that
there should be a review of GATT machinery at the next ses-
sion so that members who find certain provisions irksome of
their interests may have a better chance to move for alter-
ation of those things which are not agreeable to them. In
fact, one observer has stated tﬁat, "there is probably not
one member country which would not like to see some relaxa-
tions" of conditions set forth under the Agreement.39 At
the same time this source goes on to say that "taking the
meeting (the eighth session of GATT at Geneva in October of
1953) as a whole, there was a strong impression that they
are all in favor of the principles cof the General Agreement,
that they all want GATT to go on, and that some of them
would like to see it strengthened.“ho

Two examples of what might be construed as a general
desire for freer world trade can be cited. One is the

official communique issued at the close of the British

39The Spectator, October 30, 1953, p. 471.
4OIbid., p. 471.
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Commonwealth Finance Ministers' meeting in Sydney, Australia,
while the other 1s the report of the Randall Commission on
the forelgn economic policy of the United States which was
submitted to the President and Congress on January 23, 1954.
Though both of these documents represented efforts by a group
of men who could not reach agreement among themselves they
both showed a desire to move in the direction of freer trade,

The tMinisters at Sydney reaffirmed their aim "to

establish with other countries a wider and freer system of
trade and finance in which the convertibility of sterling is
an essential part."*' The Randall Comuission managed to get
majority agreement to the proposition that the United States
Government can contribute toward greater stability of world
prices by "measures tending to relax or remove impediments
to United States foreign trade and to encourage other

countries to move in the same direction."hz The Spectator

goes on to say that as far as the Randall Report 1s concerned
there were a number of indications in it that the members of
the commission recognized that America would probably move

in the direction of freer trade. Two particularly pertinent
suggestions of the Randall Coumission as an aid to freer
trade involved fuller use of the resources of the Inter-

national ilonetary Fund in the approach to currency

klrhe Spectator, January 29, 1954, pp. 116-117 citing
the communique issued at the close of the Commonwealth
Finance rinisters' iHeeting in Sydney.

Lzlﬁii-. pp. 116-117 citing the report of the Randall
Commission.
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convertibility and the amendment of the Buy American thct.l’3
ia favor of countries which do not discriminate agzainst
forelgn bldders for contracts.hn
The fact that the Finance Ministers at Sydney were

" willing to work teowards currency convertibility is another
encouraging sign for freer world trade. The British seem to
feel that with the aid of the International Konetary Fund,
with possible credits from the American Federal Reserve
System (which the Randall Commission tentatively suggested)
and with increased production they can make substantial

progress toward freeing their exchange.45

Necessity of Co-operation Between the United States

and the British Commonwealth. The point that the United

States and the British Commonwealth occupy such predominant
positions in world trade does make any effort to move toward
unrestricted international trade, on the part of either or
both, & very significant influence, Both the United States
and the Commonwealth apparently face parallel sets of
problems, relating to trade, in that both areas face problems

which are a mixture of technical and practical effects

k3The Buy American Act has in general been interpreted
as requiring procurement officers of the United States Gov~
ernment to purchase domestic goods unless their prices exceed
those charged abroad by more than 25 per cent. Clair Wilcox,
"Trade Policy for the Fifties," American Economic Review,
Vol. XLIII (May, 1953), pp. 62-63.

LhnThe Randall Report Reviewed," ATL Topics, The Amer-
ican Tariff League Inc., January, 1954.

45The Spectator, op. cit., pp. 116-117.
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combined with emotional attitudes. bBefore criticizing each
other it seems highly essentiai that both should make an
effort to understand the difficulties with which each area
is faced. The Commonwealth faces such problems as the fact
that even within its own boundaries it is difficult to achieve
freedom of trade and exchange and unity of policy towards the
dollar area. The United States has such difficulties as
simplification of customs procedure and promises of protec-
tion to farm interests which must be kept by some other
means, if not through ts:arif‘f.‘t’6

In any event, with mutual policlies aimed at attempt-
inz to solve thelr own dilemmas and understand each other as
to the situations belng faced it seems as though the United
States and the British Commonwealth can give much impetus

to the movement for freer world trade.

The Attitude of the United States and Its Influence

on World Trade. Probably no other single nation has such an

opportunity to carry out the spirit of world multilateral
trade as exemplified by GATT, as has the United States,
Because of the dominant position of the United States in
world affairs and because this country provided the initial
driving force behind the organization of GATI, it 1s only
natural that other nations will observe closely the sincerity

of the United States as judged by its actions in comparison

MOIbid., pp. 116-117.
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with its stated desire for international trade on & multi-
lateral basis,

That there is a divergence of opinion between the
Eisenhower administration and the Congress is a disconcert-
ing situation to those nations of the world who feel that
the move for freer trade, initiated by the United States,
should be backed by sometﬂing more than a display of
unharmonious opinions and actions upon the part of the
legislative and executive branches of our gcvernment,

The President!s message to Congress on foreign
economic policy, while supporting the position of expanded
international trade, follows almost exactly the cautious
report of the Randall Commission.*7 As a result of this
restraint, whether or not the recommendations will encourage
as great an expansion of international trade as the interest
of the United ostates and its allies requires, they at least
do not ask more legislation that it is feasible for Congress
to undertake during the present session. IMuch of what the
President proposes can be done by executive action; other
suggestions are still being considered by Congress. The
President has pointed out that his program dealing with
international trade is closely inter-related and that if any
part is dropped, then those who criticize it as inadequate
will be Justified, and the United States will have failed

47The Economist, April 3, 1954, p. 25.
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to give the world the lead that is etssent.ial."8

Specifically, the President's program falls into four
parts: (1) The curtailment of foreign aid; {(2) The encour-
agement of investment abroad; (3) The facilitation of
currency convertibility; (4) The expansion of international
trade.

The desire on the part of the President to curtail
foreign aid is at least one objective in which Congress will
readily concur. The action of Congress in this respect will
probably be even stronger than the President desires when
continuation of the rkutual Security program is brought up
for consideration.

A start toward the encouragement of foreign investe
ment has been made in the tax reform bill which has passed
the House of Representatives and which gives substantial tax
concessions to those who invesat abroad. Congress is also
asked to consider the broadening of the existing guarantees
under the iutual Security Program against losses on new
overseas investment. The application of the anti-trust
laws to foreign investment is to be clarified and other
countries are to be told what they have to do to attract
private American capital. The President also stated that
the Export-Import Bank would once more be allowed to take an

interest in applications for economically sound development

l"sxbido' p‘ 260
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loans.49

in matters pertaining to currency convertibility, the
President promised to support the use of the reserves of the
International ionetary Fund to strengthen the currencies of
countries which are ready for convertibility. The possi-
bility of stand-by credits from the Federal Reserve System
is also being studied.

wWhile expansion of international trade seems to have
the support in general of most members of Congress, yet when
"it comes to pinning it down with the hard political facts
of tariff reduction. . ., they think of the miners and watch=
makers and dairy farmers whose votes they would like to
have, and they decide that it may be safer to trust the
figures of the protectionists, who contend that 15 million
American workers would suffer if tariffs were lowered."50
This figure is in contrast to the calculations of Randall
Commission experts who claim that only 200,000 jobs would
be lost if all American tariffs were removed.-l

In addition to this four point program Just described,
the President wants a three year extension of the Keciprocal
Trade Agreements Act, with extra bargaining power added to
it. He has asked for permission to reduce tarifis by five

per cent a year even in cases where the full fifty per cent
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reduction allowed under the present Act has been negotiated,
as it has been for many of Europe's leading exports. In
addition, the President would like, over the three year
period, to reduce by one~half, tariffs on articles that are
not now belng imported and those that show only a very small
flow into the country. He also would like to cut ad valorem
duties that are in excess of 50 per cent to 50 per cent. Ir.
Eisenhower agrees that the escape clause and peril point pro-
visions should continue, but reasserts his right to ignore
the Tariff Commission's recommendations if the national wel-
fare requires it.sz

Another important concession that the President wants
from Congress is authority to exempt from the restrictions
of the Buy American legislation forelgn bids for American
government contracts which come from countries that in turn
treat American and domestic bids alike. In the meantime
there is supposed to be clarification and limitation of this
Act.”3

The Administration also wants further improvements in
customs administration and procedure and an increase in the

value of purchases that returning tourists are allowed to

?2The principle of the "escape clause" provides that
any tariff concession granted through a trade treaty, may be
suspended at such time as it may be deemed to be doing harm
to a domestic industry. Advance notice of suspension is usu-
ally required. The "peril point" is a level of tariff cuts
pre~determined by the Tariff Commission. These are the maxi-
mum cuts that can be made without probability of injury.

53The Economist, op. cit., p. 26.
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bring in duty free. Foreign travel is alsoc to be facilitated
in other ways that do not require legislation.

In return for all these concessions, Congress is to
be rewarded by being given a chance to consider the Ceneral
Agreement on Tariffs and Trade, if after negotiation, the
other signatories agree to changes in it which would coafine
the functions of the contracting parties to sponsoring trade
negotiations, recomménding trade policies and helping to
settle trade disputes.54

Any consideration of GATT by Congress could face some
extremely strong opposition to the entire Agreement. The
attitude of Congress is significantly portrayed by the fol-
lowing words written into the Trade Agreements Extension Act
of 1951: "The enactment of this Act shall not be construed
to determine or indicate the approval or disapproval of the
Executive Agreement known as the General Agreement on Tariffs
and Trade."55 Another indication of the general difficulties
facing GATT can be found in the opposition to lowering
tariffs by representatives Reed and Simpson of the Randall
Commission who vigorously dissented from the majority report
of the Commissioners.56 If, upon consideration by Congress,
GATT should be denounced it is claimed that the tariff

in America would immediately rise, on the average, by

Shipid., p. 26.

55Wilcox, op. cit., pp. 64-65.
56

The Economist, op. cit., p. 26.
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L0 per cent.57 Of course, any such action by the United
States would deal a heavy blow to future attempts at further
freelng of international trade. 1In fact, it seems safe to
say at the present time that the uncertainty in many other
countries as just what to do about foreign trade policy stems
to a great extent from the lack of a clear-cut foreign
economic policy on the part of the United 3tates. Uith the
executlive branch of owr government giving expression to a
desire for more trade hindered by fewer restrictions while
Congress manifests many indications for continued use of
protectionist devices, the United States is placed in a

rather awkward position in attempting to champion freer

world trade.

Summary of Accomplishments Under GATT. Probably the

most outstanding contributions of the Agreement to world
trade have been the very substantial lowering of tariffs
and the provision of an agency through which information
related to international trade policy can be easily dis-
seminated.

As far as tariffs are concerned reduction seems to
have been somewhat easier than the fight to reduce the more
direct controls on international trade, such as quantitative
restrictions and exchange controls. Gorter states that he

believes tariffs have been more easily handled because

571&‘11(201, QEO _c__ii., pp. 64"‘650
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governments have become less devoted to the use of tariffs
and the doctrine of the free traders has gained more adherents,
especially in the United States where certain mass production
industries have found foreign sales hindered by lack of
dollar exchange.58 He goes on to state that the extensive
consideration of the so-called "dollar shortage" coupled
with United States Government expenditures on foreign aid
have given the exporters allies from the group favoring
lower government expenditures and taxes,

Though tariffs have been reduced there does seem to
be room for more reductions as is evidenced by the continued
search for means to still further lower tariffs.”? 4 United
States with still lower tariffs would probably be one of the
most welcome situations for the rest qf the world which is
now plagued by balance of payment difficulties with the
dollar area,®0

If the United States should agree to additional re-
ductions in its tariffs the rest of the world, or at least
the western bloc of nations, probably would requirs some
sort of assurance that such a policy would not suddenly be
reversed and an additional assurance that the United States
would maintain a domestic policy devoted to the development

of a high level of income and employment. Any such statement

58Gorter, op. c¢it., p. 17.

593ee, The New Plan for 30 Per Cent keduction of
Tariffs, at the beginning of this chapter.

“Ugorter, op. Cit., p. 17.
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of assurances, however, does not seem to be immediately
fortheoming from the United States and that is probably so
largely because there is a divergence of attitude on foreign
economic policy between administration spokesaen and some
strong protectionist elements in Congress. A4s long as this
uncertainty exists in the United 3tates with respect to
trade policy there will remain in othar nations a tendency
to maintain protectionist devices irrespective of the efforts
of GATT to eliminate such devices. A stateasent of assur-
ances in the nature of those previously mentioned or at the
very least a definite United 3States policy dealing with
foreign trade would go a long way toward clearing the
atmosphere to show whether the world is to move toward
freer trade or whether a protectionist attitude is to ve
fostered,

Though tariffs are still a problem in international
trade they do not seem to be as difficult to handle as the
more direct types of trade control exemplified by quantita-
tive restrictions and exchange controls. Progress toward
removal of direct controls has not besn too great even with
the efforts sponsored by GATT. OSuch restrictions become
necessary in the absence of adequate monetary and fiscal
controls.

Three reasons have been given by one observer as
to why there cannot be much optimism about the removal

of quantitative restrictions under present economic
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First, many countries have been unwilling to invoke
deflationary monetary and fiscal measures., Under conditions
of this nature any attempt to relax or eliminate ouantitative
trade restrictions has met with strong opposition,

I1f, for example, quantitative restrictions are removed
under these circumstances, exchange rates will rise and
imports will become more expensive., Manufacturers of high
import-content goods will be subjected to a cost pressure
necessitating & rise in price, imported food prices will
rise, and workers will demand higher wages. Faced with this
type of problem governments have chosen to retain trade
controls rather than subject their respective economies to
open inflation as opposed to suppressed inflation.

The second reason for the difficulty in removing
quantitative restrictions is due to the necessity for quotas
in governmental planning schemes, Planning is easier if
accurate forecasts of quantities to be imported and exported
can be made. Such forecasts become plans under a system of
quota regulations.

The third reason why not much hope is held out for the
removal of quantitative restrictions centers on the fact that
if the economy of a nation is subjected to open inflation
caused by the removal of import restrictions, the temper of

the electorate becomes a force to be reckoned with., No

€l1pid., p. 16.
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government likes to be placed in the position of being
accused of destroying the econony of a nation and the

destructive effects of inflation are well known from past

historical instances.

In following up these three reasons, the com:ent is

made that it is a:62

e » » wWell known fact that all governments stand
ready to resort to inflation to perpetuate full
employment at home. Inflation offers an easy,
temporary way out and, at times, is most certainly
to be desired., 5o {far, however, there is little
evidence indicating that international financial
stabllity accompanied by even a modest amount of
unemployment will be chosen in preference to
inflation, international financial instabiliuy,
and full or even over-full employment, DMost
democratlc governments cannot resist the politi-
cal pressures favoring the latter over the former
alternative, And acceptance of the latter almost
inevitably means quantitative controls on inter-
national trade.

The fact that GATT has not been a complete success is
probably best illustrated by the preceding references to the
continued difficulties with quantitative restrictions and to
a lesser extent with tariff protlems. In spite of such
observations it does not seem fair to characterize the
effort portrayed by GATT as a complete failure. GATT has
been successful, as previously mentioned, in causing a vast
number of tariff reductions and bindings and probably Just
a8 important has been its function as an agency devoted to
the discussion and consideration of problems pertaining to

international trade. The organization has in some degree

621bid. s Po 16.
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caused all countries to examine their basic commercial
policies and also to consider such underlying domestic econom=-
ic policies as may be causing them to employ methods in
international trade which are not conducive to good trade
relations. If such nationalistic policies are allowed to go
unchallenged the more difficult it becomes to uproot them so
that in the long run it seems as though national self-suf-
ficiency is attempted at the expense of continuing fiscal
and monetary crises along with a poor allocation of economic
resources., 3Since GATT has caused many nationalistic policles
to be aired in the light of their influence on international
trading difficulties of the parties concerned, its contribu-
tion from this point alone seems to have made the organiza-
tion a worth while venture.

The contracting parties to GATT have agreed to a gen-
eral review of both the operation and'provisions of the
Agreement at their annual sessions in 1954. From this
review will undoubtedly come some indication as to the
future possibilities for GATT. To Judge from the views
expressed both officially and unofficially in some of the
countries which are most concerned with GATT, this review
may provide the occasion for a direct struggle between two
schools of thought: "one which seems to prefer a loose and

narrow agreement, while the other favors a firmer and wider

convention.“63

63The Times keekly Review, (October 29, 1953), p. 23.
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In any event it 13 to be hoped that the General
Agreement on Tariffs and Trade will continue to exist in
some form rather than risk a potential blow to freer worild

trade by abandoning the one existing organization devoted

primarily to that end,
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