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Memorandum submltted by the Unlted Stutes
In recent months, many of the acute shortages of commodities
which have heretofore provided the principal motivation fecr the
maintenance of export restrictions ty member countries havg hegun
to disappear, As *he problem cf commoditv shorsages declines in
intensity, it brings the time closer when the Contracting Parties
might profitably teke stock of the existing export restrictions

which the individual contracting parties are maintaining in effect.f

In recommending that the Contracting Parties should hegin a
review of the problem at this Session, the United States is moti~
vated ¥y the helief that the prrtlem continues t(+ be a signifi-«
cant one for many of the contracting parties, on which initial
progress can test e made through a general review by the
Contracting Parties.

Although export restrictions have teen applied hty some
countries for meny years, they have beeu imposed for the most
part since the end of the war, as adjuncts of the “ilateral trade
agreements which were developed ™y most countries of the warld
as a means nf meeting thelr existing payments diffioculties. As
the systems of kilateral trade agreements have come tn he extended
and refined, the mrtivations for the retentinn of export centrols
have become mnre complex, including motivatipns which relate
only inAireotly to talance~nf-payments problems. Thus, for
example, some countries have imposed export contrels in ardexr te
tie In sales of nnn-essential with essential products. Export
restrictions alsn have besn maintained as a means nf using the
cxport of essentlial prnjucts to obtaln essential prnducts from
sther cnuntries. Still other restrictions have been maintained
to protect or promote a fabricating industry by insuring an
emple supply of domestic raw materials for such industry.
Finally, in some cases, such controls have been maintained to
avold priecd cutting among the exporters of the country ¢oncerned.

As shortages have disappeared and competiticn has intensified
in internatinnal. trade, there has been scme relaxation of export
restrictipns. But it is already beginning to ve clear that, at
best, competition in many major products in world trade will
remain less than perfect even in the ahsence of world shortages.
And as long as balance-of-payments provlems exist, export controls
may still be used as a means Sf exerting bargaining power, even
far products not in world shortage.
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Tn= ecneral rule of the GATT on the subject of export re-
strictions is contained in Article XI, paragraph 1, which pro-’
vides:

"No probibitions or restrictions other than duties,
taxes or other charges, whether made effective through
quotas, import or export licenses, or other measures,
shall be instituted or mainteined Yty any contracting
party on the ... exportation or sale for export of
any product destined for the terr1t*** of any -~ther
contracting party."

P raaraph 3 of” the same srticles defines "u ~ 00Tt reatrlctions"-
as including restrictl N3 made effective through state tradlng

- operations.

Tusre ares a number of maJor exceptltnw to thls general pro-
hibitions One group of such exceptions applies to situations
arising out of commodity shortages. . PuTueraph 2 (u) of Art.cle
Y1 provades that thg general rule of paragraph 1 shall not extend
to "exuport prohibitions or raestrictions temporarlly applied to
prevent or relieve critical shortages.of foodstuffs or other

- products essential to thes exporting ... country"”. Tuzrs examptloﬂﬁp

however, does not relieve the contracting party applying restricét-
ions from the prov1s1ons of the GATT requlrang non-discriminatory
treatment.. :

Article XX, ,aragraph l (1) ~xempts from. the prov1s1ons of
GATT any measures "invoiving restrictions on exports of domestio
materlals necessary to assure essentia’ guantities of such’

: materials to a domestic processing 1ndustry during periods when
- the domestic price of such materials is held below the world

price as a part of a governmental stabilization plan; Provided
that ‘such restrictions shall, not operate tn increase the ekports
of or the protection afforded to such dcmestic industry, -and.
shall not depart fram the prov1s1ons of this A.r cwsnt relating
to non-discrimination .,.", cud subject to the further require-
ments that such measures are not applled in a manner which would
constitute a disguised restrictiovn on internaticnal trade., .
Finally, Article XX, paragraph II (.) exempts from all tlie pro-
visions of the GATT until not later than January 1, 15%1 any
measures 'essential to the acquisition or distribution of products

."in general-or local short supnly, or essential to the control of

prices by a contracting party undergoing shortages subseguent to
the War; but here again arbitrary or unjustifiable discrimination
is not tol~rable and the principle must be observed -that all con-
tractxng parties arc entitled to an ecuitable share of the 1nter-
national supply of the scarce product.

Another important exception is found in Article XIV, para-

- graph 4, which authorizes . .export controls ty countries in

balanoe~ﬂf-payments difficulties where such contrnls are neceasary
t0 @ivert the country's exports to hard-currency markets.

It should also be noted thet under the Protocol of Provisional
Avplication, thu puart of tiac Agreement relevant to this prohlem
is applied only provisionally, that 1s, "to the fullest extent not
inconsistent with existing legislation.™

The summary of the relevant provisions of the CATT set out
above suggests that some practices commonly being employed
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by a number of countries may well be inconsistent with those
provisions. smong the practices which may call for particularly
close scrutiny in the light of the provisions and objectives of
the GATT are : the practice of tying the export of non-essential
products to that of essential products; the practice of relecasing
essential products in return for the release of essential products
by another contracting party; and the practice of setting mini-
mum prices on exports, There are no doubt other types of

export restrictions used for ths protection or promotion of
industry which other member countries may wish to suggest for
consideration by the Contracting Parties in the light of the
relevant GATT provisions and cbjecctives,.



