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DISCRIMINATION AGATNST UNITED KINGDOM =Z{PORTS.

Memorandum by the President uf the Board of Trade.

It has for a long periocd been a fundamental festure of

our economic policy that we should secure ourselves against

any attempt on the part of any foreign country to differentiate

against United Xingdom goods in the matter éf customns duties,
There are, in fact, now in forece commercial treaties or other
arrengements with nco less than 42 foreign countries which
provide for the mutusl sceord of most-—favoured-nation trestment
in this vespect. In addition there are treaties with four
countries (Abyssinia, Liberia, Moroecco and ijuscat) which give
us this right unilaterally there bveing no corresponding
obligation in these cases on our part. It is true that in
gome ©f these treaties special exceptions from the gensral
mogt-favoured-ngtion prineiple are sdmitted, the prineipal
exception being that under which certain countries are allowed
to aive special preferences to countries geographically
associated with them or connected with them by long historical
assoclation. These exceptions are, however, Df.little
practical importance asnd it is broadly speaking true that
until recently we could claim that United Kingdom goods enjoyed
most-favoured-nation trestment practically throughout the world
and that this trestment was in most cases secured by treaty.
The prineipsl country with which no such treaty
engagement has been in force is ¥rance, but we have Tor
some fifty years in fact enjayeﬁ most-favoured-nation
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treatment for our goods In France hy virtue of a rench law
and we had come to belleve that there was a tacit under-
gtanding to this effect which had all the practical force
of a treaty. It was therefore a rude shock when the
French recently decided to submit the goods of this country
"to an addicional surtax of 15 per cent ad valorem on the
ground that our departure from the gold starndard gave us an
advantage which required to be countervailed. Considerable
discussions have taken plsce in regard to this measure of
discrimination on the part of the French Government and

at an early stage a falrly broad hint wae glven to them
that persistence in thie course could only lead to
retaliatory measures on the part of thie country. Thege
orobable consequences have been further emphaelsed informally
both by Sir Frederick Leith--Foss during one of his recent
vimits to Paris and also by my Department in conversations
which have taken place with the French Commerclial Attache.
There ls good reason to hope that the Frencoh Governmeni{ may
st last be ylelding to our representations, but there 13 on
the other hand considerable risk that other countries may
seek to follow the French lead.

It is lmpossible to over-emphasise the importance of
maintaining the position that Unlited Eingdom goods should
meet thoge of their foreign competitors on the same Tooting
in every foreign market. We have heard much of the
obstacles which high foreign customs tariffs irpose on the
development of our export trade, but serious as these
obetacles no doubt ﬁra, they are altogether insignificant
compared with the disadvantages we should suffer were the
goods of our competitors to enjoy the advantage of lower
customa rates than those imposed upon curs. How that we
are about to institute a general tariff system in the United
Kingdom there is, perhaps, more likelihood than in the past

that foreign countries may consider themaelves aggrieved
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by such measures as we may decide to adopt, and thmt we may he
met with a threat that if we pereist in these measures commercial
treaties will be denounced and dilscriminztion be instituted
against us. It, therefore, appears toc me to be essential that as
part of our general fiscal policy we should have a defenailve
weaporn in reserve. I am the last person to advocate any
lagunching out on ow part into tariff wars, but I am convinced
that the surest method of preventing any other country starting
them to our detriment 1s thaet we should be able to point to
specific legislation which givee us means of retaliation.

Apart from the possibllity of discerimlnatlon against us in
the matter of customs dutles there is a poasibility that dls-
crimination may be exercised against us in cornection with the
working of a quota system. There are signs of the development
of a form of protection by which a country regulates the imports
into ite territeories, not by the imposition of customs duties,
but by limiting the quantity lmported. PFrance has already made
consliderable strides in this direction. She began by limiting
the imports of coal and fish and has now exterded the system to a
wide range of articles. Moreover it has been irmdicated to us
that if the 15 per cent surtax is dropped the quota system will
probabkly be considerably extended. In Esatonia, Persia and
Turkey imports are regulated by llcence, and in Poland a fully
developed quota system has for some btime been in operatiomn,
whilat the Spanlish and Hungarian Governmenta have recently
notified us of the probable adoption in Spain and Hungary of
gimilar eystems. It iz obvious that under such a system there
are conaliderable poasibllities of dlscrimination against owr-
selves; the guantities of particular goods included in the
quota allotted to this country may be altogether out of proportion
to the trade which we have previously enjoyed. Any measure,
therefore, that we adopt to arm ocurselves against discrimination
in the matter of cuatoms duties must give us powers also in the
event of dlscrimination being exercised in the matter of

import reatrictions.

HE-—




in thes light of theese considerations I have had a
Bill drafted which gives power to the Board of Trade to
take special action against goods of any foreign country
which exercises discrimination against our goods whether by
way of the imposition of duties or by the prohibition or
restriction of importation or otherwise.

A Bill on these lines was originally prepared with a
view to ite introduction asg a separaste mesassure, but I would
now propose to my colleagucs that it should not take that
form but thet its ceontente should be incormorated in the
general tariff measure the iumediate introduction of which
l1s now under consideratlion.

The main purport of the Bill is to permit, in the event
of such discrimination as is above referred to being exercised
againet our goods, of special dutiee (not exeecding 100 per
cent. ad valorem) being imposed on goods of the offending
country. The Bill as drafted, however, provides for the
poseibility of an alternative form of retaliatory asction. I
understand that the Treasury took the wview that in certain
cases it might be preferable not to impose a special duty on
the foreign goods concerned, but to spply a ﬁpecial
regtriection to the quantity that might be imported. This
view was thrown out originally when the possibility of being
forced to retaliaste against French goods was under
consideration, end it was thought that it would be an
advantage if we were still able to collect a certain amount of
the duty levisble on such & comuodity ss wine, rether than to
proceed by the imposition of excessive duties which might
reduce the revenue to insignificant proportions.

In this connection, however, I would observe that, whilst
customs duties are specifically excluded from the scope of

the anglo-French Convention of 1882, the Jonvention precludcs
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ua fror diseriminating in the matter of prchibition or
restriction ageinst Frenoh goods, 8o that before we could
apply a special quota system to Frenah goods alone we should
have to denounce the Convention which would in any csase
require three montha' notice. If, therefore, the
negotlatione with France should fail to result 1in an
agreement, whilst it would be poseible tc impoee spesial
duties on French goode at once under the legislation now
suggested, it would not be posslble to impoase prohibitions
or quotas until the Convention no longer wperated.

Apart from this consideration I am not altogether

satliefied that a quota syetem is one which it would he

desirable to introduce inte this country even for the speolal
purpose of retaliating againest an unfriendly foreign
country. It is one which involves the setting up of
complicated machinery and at best seems te me to be a orude
device that would work unfairly as between trader and trader
in this country. On the whole, therefore, subject to any
obaervationas which the Chancellor of the EXchequer may have
to offer I should be dlsposed to recommend that the guota
and ligensing provielons should be dropped snd that the
powers to be oconferred on the Board of Trade should be

gonfined to the 1lesue of Orders lmposing oustoms duties.

W.He.

Board of Trade,

27th January, 1832.
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