GENEP L AGREEMENT ACCORD GENERAL SUR  RESTRICTED

ON TARIFFS AND - LES' TARIFS DOUANIERS — LMTEDB =
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Third Session of the Cohirécting Parties -

SUMWARY RECORD OF THE NINTH MEETING
Held at Hotel Verdun, Annecy, :
. on Monday 25 April l9h9 at 2,30 p.m.
Chairman:  Dr. H. van BLANKENSTEIN (the Netherlands)

’ Susjects discussed:
| 1. _Interim'Agreemédt for a, Customs Union betﬁeén South Africa
‘ ‘and Southern Rhodesia (continuation) o
2..'Request cf the Government of Brazil for Rectifications of
'..achedule III. | B | _
biB, Request: of the Govefhmént of Australia for theiﬁépigcement
) of Schedule I by Srgvised}Schedule édjuéted'ﬁqla new value-
for-duty basis. '. | ‘ -
b Examination in the llght of Article: III of the ‘circumstances
in which Brazil 1mposed certain internal taxes on certain

'zproducts of foreign origin.

l;i'interim reement fer a Customs Union between bouth Africa and

.. Southern Rhodesia: (continuation) ZDocument GATT7CP 3/9)

»-MiﬂLECUYﬁR<(Ffance) recalled the 1nterest whiuh French delegations

had shown in this question at previous’ sessions.__ He considered the
present Agreement reqnired very careful study because it was-the first
of its-kind to come before the CONTRACTING PARTIES and the treatment
accorded it' would set a precedent to be: applied when considoring other

customs unions.

- He .felt’ the Interim Agreement now before the CONTRACTIBG PARTIES

\,\‘



GATT/CP.3/SR. 9
page 2

- establishéd a free-trade erea rather than a customs union. 'The
setting up of a commen tariff was releg&ted to second place. The
_date when a single customs territory would be established was not

fixed and a considerable length of. time was considered necessary for

.. - its establishment. : This was understendable in view of the very

different econemic structure of the two countries and of the fact
that they were both in a stage of industrial- and commerclal gvolution,
But the interim Agreement constltuted a ssrt of preference system
. between two countriee within the framework of another preference
system - that of the British Commonwealth of Nations, '

There were several questions of detail which his delegati
would relse when the interim Agreement was diso esed by & Working
Party, but he wished to'draw atte"ulon to twe points. ."First,
: Article 25 of this Agreement stated thet° | ‘ "

"For the purpose of this Agreemont the Terrltory of. South

West Africa shall be regarded as part of the Union"w..
Thls was a dellcate matter involving 1nternatlonal questlens."
" Secondly, the representative of neither cwuntry neg‘seid-whether
the interim Agreement had already become effective. Was it the
intention of the two governments'te await the views which might be
expressed by CONTRACTING PARTIES during the present meeting?

Dr. LAMSVELT (the Netherlands) welcomed the interim Agroement.
.His delegation would raise points of deteil:ln the Wbrking Party,
but he wished to make the Iollowing general remarks, First, he
assumeﬂ that the Wbrking Perty would study it in the light of the old
tuxt of Article XXIV which differed from the new text in that it did
not mention a free-trede area. Secendxy, the Netherlande delegation,
while recognizing the difficulties, thought that the period of ten
yeare foreseen for the establishment of the union was somewhat long.
Finally, he enquired what would be the imnlicatiens of the interim

Agreement on the customs union which he understood existed between
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Southern Rhodesia and Niithern Rhodesia.

M, CASSIERS (Belgium) agreed with the views expressed by the

delegate for France and suggested the CONTRACTING PARTIES should ask
v ' ’

_the two countries to submit a statement of progress at a relatively

. ' ‘
early date; examination of the question should not be postponed for

five years.

Dr. NORVAL (South Africa) thought the two main points raised on
which the two governments concerned had to satisfy the CONTRACTING
PARTIES were 1) whether or not it was their intention'tq enter into

a éustoms union, and 2) whether the interim hgreement was likely to

-result in such a customs union within a reasonable length of time,

As regards the first point, he referred to his statement and that of

the representative of Southern Rhodesia at the last mecting and

.stressed that it was the earnest intention of both governments to enter

into a customs union., From the remarks of the United States delegate
and others he had thought there was no doubt about that intention.

As for the question of time, he repeated the information he had given
concerning the various progress reports which would be submitted to the
CONTRACTING PARTIES. The two governments did not insist on a minimum
of ten years; it might be found that the rate of progress was much

more rapid than they anticipated{ He did not think it possible to

.'glve any further information to a*Working Party at the present time.

Mr. ROWE (Southern Rhodesia), referring to the remarks of the
delegate of France, thought that possibly the fact had been overlocked
that this was not a customs union, but an interim Agreemeht, under the
terms of paragrapﬁ 2(b) of Article XXIV, leading up to the establishment
of a customs union, The declegates for France and the Netherlands had
suggested that a zone of free-trade was to be set up. This was'not the
cases The intention was gradually to abolish duties between the two

countries and to unify their customs tariffs so that, at the end of the
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transitiohal period, they would have a complete customs union. He
‘said the intcrim Agreement had entered into force on April'l'l9h9.

With regard to the customs agreement with Northern Rhodesia,
Mr. ROWE said that South Africa had an identical agreement with that,
country so that no proBlem arose in connectioq with the interim
Agreement., The Belgian'delegate referriﬁg to Article 21 of the
Agreement, had segmed to féar that reference to the proportion of
fifty per cen£ ccmbinéd cohtent‘of ihe térritory‘df elther party and
the British Commonwealth ﬁight lead to an extension of preference.
The previous agreeﬁent with South Africa had contained the same
provision but only to the extent of 25 per cent,  The fact that it had
been increésed to 50 per cent reduced réther than increased the
elemént of pfeference. | | |

Mr. REISMAN (Canad#) said that apart from the question whether the
prasent'interim Agreement reduired examination by a Wbrking‘?arty,
his.deiegation ccnsideféd that a Working Party should be set up to
s#udyfhe'whole'questidn. Certain procedures were envisaged under the
old and the new Aiﬁicle XXiV,'fequiring CONTRACTING PARTIES to take
certain aﬁtion andkméké‘cértaih:récommendations; whenever a customs
union was aétablished,‘and a careful study should therefore be made of

both texts.,
The CHAIRMAN suggested the following terms of roference for the

Working Party:

"To examine the Agreement for the re-establishment of a
Customs Union between South Africa and Southern Rhodesia in
the light of the provisions of Article XXIV of the General
Agreement as iﬁcluded in the Final Act of 30 October, 1947,
taking account of the remerks made during the discussions
and of the statements by the representatives of South Africa

and Southern Rhodesia, and to submit recommendation to the

CONTRACTING PARTIES
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Mr, ROWE (Southern Rhodesia) wondered whether in view of the
remerks the Canadian delegate had made the terms of reference need bs
restricted to examination in the light of Article XXIV of October 1947,
Mr, REISMAN (Canada) replied that although, in the present cese
the old text was in foree, the provisions concerning proceduros anl
functions were so similar in both texts that avLy procedurcs now laid
down would have a definite bearing on customs unions concluded urder
the new Ar£icle XXIV,
The CHAIRMAN suggested deleting the words "included in the Final

act of 30 October 1947,

Dr. NORVAL (Soufh Africa) felt it would be difficult for delegatinons
of countries that are bound by the old text to recommend to their
governments adoption of the new text and at the same time inform them
that they were already comsidering a question in the light cf that new
text, |

The CHAIRMAN pointed out that although the old text alene wus binding
at present, the new text might become effective before the customs viion

was established, He therefore suggested, and Dr, NORVAL {South .firice)

Yoa R
vl 3L

agreéd, that, provided the interest of South Africa were not prejud
by an ezxterision of the discussions, the South African delegate woulid
limit himself to stressing in the Working Party that the parties

were bound only by the old text.

Mr, HEWITT (Australia), referring to the proposed Franco-Itslinn
customs union, wondered whether it might not be advisable for the
Working Party to study the question of procedures in case customs uvicns
were established between sessions of the CONTRACTING PARTIES,

Dr. AUGENTHALER (Czechoslovakia) thought the terms of reference of
the Working Party should be limited to the question of how far the

interim Agreement now before the CONTRACTING PARTIES was or was niob in

accordance with Article XXIV. To eattempt to lay down procedures (i

future cases did not seem practicable - no two cases were alike,
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Moreover it was unlikely that customs union would be established between
sessions. Negotiations for a union would probably be undertaken iﬂ'
secret and when completed, the countries concerned would submit their
proposals to the CONTRACTING PARTIES for consideration,

The CHAIRMAN suggested that any general conclusion arrived at by
the Working Party, during its dissussions on the immediate questions might
usefully be brought to the attention of the COSTRACTING PARTIES. '

Mr, WILLOUGHBY (United States of America) suggested adding the'words
"a report and" between "submit" and "recommgndations", in order to follow
more closely the text of parazm ph 3(3) of Article XXIV,

It was decided to set up a Working Party with the following terms

of reference:

"To examine the Agreement for the re~establishment of a Customs

Union between South Africa and Southern Rhodesia in the light
of the provisions of Article XXIV’taking,account of the remmarks

made during the Jdiscussions and of the statements by the

repregentative of South Africa and Southern Rhodesia, and to

submit a report and recommendations to the CONTRACTING PARTIES"

The following Contracting Parties were selected as members:

One Benelux country
France

South Africa
Southern Rhodesia
United States

Dr. Angenthaler (Czechoslovakia) not being in a position to aceept

asked to act as Chairman.,

2. Regquest of the Government of Brazil for Rectifications in Schedule 1IT
(Document GATT/CP.3/4)

Professor RODRIGUES (Brazil) presenting the request of the Brazilian
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| Government, suggeste; e“ tting up of a Working Party to examine and
report on the rectificationg proposed in GATT/CP.J/n and also the new
'1iet of rectificetions of errors and of the numbering of tariff items
" which his delegation was prcparing.._
e, WILLOUGHBY (United States) suggested that 1t was desirable o
have only one protocol of rectifications and that the Wbrking Pgrty might
"be aeked to consider not only ‘the Brazilian, but any other reotirications

that might be suggested during the course of the session.

;t Wap decided to eeb up a Working Party t0. coneider regtificstions

of errors,

". On the proposal of ‘the UHAIRM&N the following Contract;gg Parties

were

l cted asg members of the Wbrkdng Partx
B ‘One Beneiux country |
BraznlA |
Franoenf.
United Kingdom -
';ﬁnitéd'éﬁates

tge C irman o be elected bx the Wb;king Partx itself.

« Requested of the. Govurnment of Auetgalia for the replacement of Schedule
I by & revised schedule adjusted to k:} neW'value-for-duﬁx basis
. (Document GATT/CP. 3/13) ' |

Mr, FLETCHER (Australia/, introducing the 4ustralian proposal, drew

attention to,dopument.GATT/CP.3/13 which gave deteils concerning the new

-schedule.  He thought the matter ¢ould best be discussed in a Working

o Party. .

Mr, HQLLIS_(United'States)‘expressed satisfactionlat the simplification
' of the'Galcuiationgof.ﬁnspralienwduties and-agreed  with the proposal to
eeb up a-Working Partya . . o ‘. ' '

Dr. AUGENTHALER (CzechosloVakia), while alao expressing satisfdgtion
that the method of calculation was ‘simplified, thought that possibly the

" new basis for the calculations of value was not altogether in conformity
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with the provisions of Article VII of the General Agreement. When a
country changed its tariff laws, it should take the oppértunity of bringing
them into closer harmony with those provisipns. He enqu;red at what date
the revised Customs Law had come into force,

Mr, LECUYER (France) supported the remarks of the delegate for
Czechoslovakia and pointed out that the addition of the eost of delivery
to the f.o.bs cost appeared tQ be not within the meaning of paragraph
2(a) of Article VII of thc General Agreemént.

Mr, FLETCHER (Anstralia) replied that the Customs Law had been in
force since November 14 1947, The importance change in *he value basis
was to transfer the impost from a c¢,i.f. to an f.o.b, basis, and he did
not think that this was incompatible with the General Agreement, The
question ofvaluution was déalt with in Part II of the Agreement, but the
CONTRACTING PARTIES were not bound to observe the provisions of Part II
8o long as the Agreement was not definitively in force,

Mr, JOHNSEN (New Zealand) said he had been a member of the Committee
which discussed this question very fully at Geneva, and, as the Summary
Records would show, it had been felt that the basis for calculation
adopted by Australia was fully in accord with the General Agréement.

Mr, HOLLIS (United States) considered that the point raised by the
representative of Czechoslovakla should be referred to a Working Party.
The Australian delegate eppeared to beliecve that there was no obligation
to apply Part II of the Havana Charter; but it had always been the under—
standing of the United States Government thét it should be applied to the
fullest extent, subject to existing legislation, i.e. legislation existing
at the date of the Protocol of Provisional Application,

Mr, FLETCHER (Australia), replying to en enquiry by Mr, HSUEH (China)
as to what tariff rates had been applied since the revised Customs Law
came into force, replied that at no time had rates provided in the General

Agreement been collected in Australia, Thé Australian Government had
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endeavoured.tq ensure that, in spite of the change to en f.0.b, basis,
the actual émaunta collected would remein the same. Since that would
have lead to fractional rates, the rates had been adjustcd to the
nearest 2 1/2%, The actuzl duties in money were substantially the
same és phose in the CGATT schedule awltiough the wmethol of celeulation
had been changed,

Dr, AUGENTHALER (Czechoslovakia) drew attention to the fact that
.the changes in the Australian tariff had come into force after the
'CONTRACTING PARTIES had terminated their w.rk on the Gener. i sgrecment
on October 30,.19h7e “ While realizing the'di’ficulty of influencing
leglslators, he felt it would have been more conslstcnt mJLh the work
and aims of the CONT&ACTING PnRTIES if the rev*sod Customs Law had
followed more closely the prav1sions o>f Article VII»

It was d601ded to set up a Working Perty %> cous’dor the sustralian

proggsal for ra?lsion of Schedule I.

On the proposal of the CdAIRMnN the follow*ﬁ"‘ CONTR.LCTING PARTIES

were selectod to be rapresented on_the Wbrk*np Purtx

ALstralia ' ' ‘New Zealend

One Benelux doﬁntry' L ﬁnitéa Kingdonm
Czechoslovakia | 'Unitéd Statcs of Ameri.ce
Ffance l |

the Chairmen to be elected by the Working Party itself.

The CHAIRMAN explained that the list comprised the nemes of
countries whose delegations wefe'known‘fo"ihciuée éxﬁerte on terift
quer;tionée He woﬁld welcome suggeétions from other delegations which
considered they were in a position to aceist in the study of tris guestion.

L, Examination, in the light of Article III, of ths circwustances in which
Brazll has imposed certain internal “taxes on \_certain products of foreign

origln. |
.. . The CHATRMAN called upon the French dulggate to present this

question to the meeting,
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Mr, LECUYER (France) said that discriminatory taxes had been
imposed in Brazil on certain articles, such as armagnac, cognac and
branly and products of the watch-making industry, This was in direct
opposition to the provisions of paraprgphs 1 and 2 of irticle III |
of the General Agreement; which were applicable in this case. He had
felt obliged to draw the attention of the CONTRACTING PARTIES to the
situation which was no doubt due to an .rror of interpretation by the
f,;Jr'aziJ.ian administration,

Mr, SHACKLE (Unitcd Kinglom) arsreel with the opinion of the French
dclegate, and suggestoed that the matter required examination.

Professor RODRIGUES (Brozil) explained that Brezil, like other
contracting parties, had the right to apply discriminatory measures
during the interim arrangement., The inturnal taxes, or s>-called
consumption taxes, in Brazil had always been part of a consolidated
plece of legislatioﬁ; there was no separate law for each article and
a modification in the group, especially if it was only a modification of
rates, did not alter the structure of the law., The collcction of
consumption taxes in Brazil was a complicated matter, because, although
they were in most cases collected from the purchaser, in the case of
some raow materials and special products, they had to be collected from
other soursces and, in the case¢ of foreign prolucts from the importers.
Customs Jduties were equally consumption taxes anl it was, he admitted,
& wrong principle that there should be different rates for customs
duties and consumption taxes; that had, howcver, been the case in
Brazil for more'thaﬁ 5C ycars, |

He thought the only case on which a question really arose wz2s that
of the watch-making industry and then only concefning alarm clocks, -

‘The ad valorem duties on gold watches had been raiscd because they
were so low as to be almost negligible. The negotiations on these

articles had had to be undertaken ot the end of the Geneva session
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when the Brezilian delegation was much reduced and they had had to be
undertaker with‘France vhich was not o any extent an exporter of
watches to Brazil, The increease for the purpose of remeaying the
situation had been made before the signing of the Geneva agreement and
was for purely revenue and not ol p.olective purposces, He did not
think any of the CCNTRACTING PARTIES were greally interested 2& none
were 1aru~ ciporters of wniches o Brazil.

A

So far os the general question raileced by the dodegate for France

was concerned, irofressor Rouviguu" did nov feel that there was any

[ 23

confldst with the Gene ral‘Ag:cementﬂ The relative level of discrimin
ation or spirits was the came now as before the iucreaces.  The rise
was not :liced egeinst dmported products bubt was an Lucrease of iax on
domestic conswuplion, .

He fell that this wos o wery difficult matter which tould boest be
studied by & Working Farty.

Mr. SBHACKLE (United Kingdom)‘agreed'hhat the matter should be
referred to a Working Party., He belileved thiore had been incrceases of
discriminatory rates on other gcods; ecge beer and clgoreties. AlL
these increaves had beew mede in November 1948 and he thought i
importart 1o iuterpret the meaning of fhc words "existing legisilation',
He believed the inteiruviebaticon intended h D boen legislation exdsting
at the date of e Frotecol of Provisicuaal /uplic wien,

e also felt it necegsary %o examine the meandis of who word
‘"legisL ~tion", There were two kinds of legisiation - sacsi. wiive or
manuatory legisiatieon and legislation of a generzl nuwvue wihica made it

possibie to raise or lewer any tax. Jf tho first xicu of legislation
had been intended, the Biazilinn delegatels explauation migut be token
into consideraticn. Bat it it were the second kind, where vhere were
no mandatory obligatlons; it shecuvld be possibl~ by cdministrabive

action to v.ry the rebes ¥u such A way ags to abolish dis:irindnution, snd
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the continuation of discrimination in Brazll would not be justifield,
Professor RODRIGUES (Brazil) said that when he had suguested that
there might be some cause . for donbbh in the case of alarm clocks, he
had been the first to recupgnlze that "exdsting lesislation" should
mean legislation which existed at the date of the Protocol of Provisional
fpplication, This was a personal opinion which he might be led to
change as a result of further dilscussions, The question of alarm
clocks was the only one which he fclt might be submitted to the
CONTRACTING PARTIES.,  The casc of cigarettes was so complex, that, if
raised, it would be advisable to refer it to a Working Party., He bod
only montioned a few items; therce was a new tax on automobiles which
was also, he said, a purely internal tax for the purpose of increasing
the revenue; cars wers not manufactured in Brazil, He rcpeatcd that
the present discrimincotion on spirits in no seasc diffefed from the
discrimination previously exdoll., in Biazil.

The meeting adijourned at 5.30 p.m,
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