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At the invitation of the CHAIRMAN, Mr, SHACKLE (United
Kingdom) as Chairman of Working Party 1, introdused the revised report
and outlined briefly the important changes which the Working Party had
made therein taking account of the discussions at the 15th and 16th
meetings of the CONTRACTING PARTIES when the original repert (GATT/
CP.3/26) was considered, The representatives of certain contracting
parties had indicated that their governments would need time after
the conclusicn of the session to appraise the results of the
negotiations, Others had suggested that separate decisions should
be taken in respect of the accessiﬁn of each acceding government in
the light of the results of the negotiatioﬁso ‘It ha& also been
pointed out the legislative procedures in scme countries might require
a period of time for the sanction of the results befure these could
be put into force. In response to these pointes raised at previous
meetings, the Working Party wad devised ths--scheme set forth in the

Report,
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In order to provide time for the present contrecting parties to
evaluactc the concessicns ensuing from the negotiations, it was
recommended that the Protucol of ..ccessicn would be cpen for signature
until the end of October 1949. The arrangcment enabling a separate
decision to be taken in respeet of cach acceding government was set
forth in section 2(a) of the Rcpert.

TQ meet the third point mentioned above, a two-stage procedure was
recomnencded for decisions under Article XXXIII tc be taken by the present
contracting parties withcut delay so as to cnable the immediate
extension to individual accedins governments of the existing Geneva
cuncessiuvns and fur notifiCaticné to be given at any time up to the end
of april 1950 for the bringing into forec of the annecy cuncessions,
which might requirollegislative proccedings.,

Mr, SHACKLE then drew attenticn to, and summarised, the salient
points on pages 2 to § and 11 of the Report, including important
consideratiin of the existing and indirect benefits, the manner in which
the separate decisicvns were to be taken and incorporated, the definition
cf the two-thirds majority for teking a decisicn, the date of decisicn,
the interpretative reference fegarding the phrasc "enter into
negotiaticns® and the understanding behind the choice of April 30, 1950
as the last date for signature of the Protoccl of Accessicn; other
‘changes in the Protocol being mustly of a consequential nature,

Ther: being no general ccmments cn the Report or on the Protocol
as a whole, the Prutuccl was read paragraph by paragraph. |

The title and preamble of the Protocul were EEgroved withcut

discussiun,

Uiih reference to paresraph 1 (a) (ii) of the Protocol,
Mr, G.RCI.i OLDINI (Chile) contended that there were no solid grounds
for inferring, as wes dune in the Repert on pages 5-6, that the

expressicn "existing legislaticn” in paragraph 1(b) of the Protocol
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of Provisional Application, meant necessarily legislation existing at
the date of that Protocvl, Such an interpretation was untenable,
especially in view of thé specific phrasing elsewhere in the Agfeemsnt
in which everytime such was the intenticn, sume such words as 'cn the
date of this Agreement" were used., The absence of such words in this
instance could thereforé not but be regarded as implying a date other than
the date of the Protocel, or in other words, the date on which a
government assumed cbligaticns under the Protccol, It was on this

legal understanding that the Chilean Government had accepted that
Protocol and the Chilean Parliament had approved it. In his view, the
same formula should be applied to the Prctocol under consideraticn, His
delegation would have to register a formal reservation if the present

report was to provide an unacceptable interpretation of the Protocol

of Provisional Application,

Mr, RODRIGUES (Brazil) thought that the question of inter-
pretaticn concerning the Protocol of Provisional Application should be
raised.elsewhare in connecticn with the specific case of Chile, when
the divergent views of many delegations might be révealed and considered;
at present, attenticn should be confined to paragraph 1 (a) (ii) of the
Protocol of Accession under consideratiun, In his opinion, although there
seemed to be little doubt that the intended meaning was in agreement
with the interpretation given by the ‘Jorking Party, yet in the absence
of an explicit indication, the principles of law wculd not permit any
coenjectural inference of legislative intenticns or enlargement of a legal
text without substantive procf, In his view, therefore, no decision
could be taken at this point on the Chilean case, and the meeting should

go on with its proper task of examining the Annecy Prctoccl.,

Mr. SHACKLE (United Kingdom) said that the wording in the

draft Protocol was chesen with a view to clear the kind of doubt which
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~ had been made possible By the unqualified wordingvof the Geneva
Protocol. It had to be the date of the Protocol because it was against
the ascertainable background of national legislation existing at a
certain fixed date that the schedules and the insiruménts had been
finalized. To permit any later 1egislation to be reé@rded as "existing!
for the purposes of the parzgraph in question would give occasion to
legislation being purposefully introduced or changed in order to benefit
from this provision to the detriment of the balance reached at the

conclusion of the negotiations and would not be equitable or justifiable,

The CHAIRMAN thought that there should be little doubt that
the date of the instrument itself was implied in the case of the Protocol
of Provisicnal Application, the reason having been clearly expounded
by the representative of the United Kingdom. ‘There being no need to
examine that instrument heré, it could be studied later if'the Chilean
delegation raised the question as a separate case, especially in
,relation'to the Protocol for the Accession of Signatorices of the Final

Act which had enabled Chile to accede to the Agreemecnt after June 30,

19480

Mr, USMANI (Pakistan) felt that the Chilean case was a
pertinent oﬁe in view of its bearing on the cbligations of the present
contracting.parties. The present report‘implied an interpretation of
the Protocol of Provisional application, which was contrary also to the
understanding of his delegation. Even though it might be desirable
to adopt the recommendation of the Working Party in the prcsent case of
the Annecy Protocol; his delegaticn would understand that paragraph 1
(b) of the Protocol of Provisional Application referred to legislation
existing at the date of signing of that Protocol by an individuél
~ country., There was no evidence that that was not even the intended

meaning of the drafters of that instrument.
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The CHAIRMAN pointed out that the last para;raph of that
Protocol clearly read "Done at Geﬁeva esees this thirticth day of

October, one thousand nine hunired and forty-seven',

Mr, KING (China) stated that the Chinesc delegaticn were
of the same opinion as the representatives of Chile and Pakistan, As
for the date mentioned at the end'of that Protoeol, this should have
the effect of requiring the legislaticn referred to in parayreph 1 (b)
thereof to be existing on that date, but only as far as the countries
enumerated in paragraph 1 of that Frotacol wore concerned; it would be
too cnervus an obligation on any coﬁntry wvhich signed the protocol
subsequently if it were required that their legislatiun, to be governed
by parsgraph 1 (b), should also have existed at that date. Moreover,
the Working Pariy's recommendation and interpretation, if adopted,
would alge beg the queétion of equity in regard to the pusition of the
present contracting parties viz-3-viz acceding governments, For, the
inflexikle interval between the fixed cdates of the two Protocols would
mean a divergence between the obligations assumed by the present

contracting parties and those to be assumed by the acceding governments,

Mr. HOLLIS (United States) recalled the history of the
drafting of the documents; the Agreement was formuiatei over a lengthy
period but the Protocol of Provisiocnal ipplication was gi%en birth at
the last stage of the Gensva negotiatiuns to must the difficulties of
certain governments: The circumstances being sc diffcrent, vae could
not conclude that different meanings werec intended because there was
a divergence in the texts of the two documents, The signing of that )
Protocol by six governments at the ocutsct was an irrevqcable act to apply
the pruvisions of the Agreement with the qualification regarding Part II,
and the definite obligations assumed by these governments made it

inconceivable that they should have intended that later adherents could
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change théir legislation inconsistently with the provisions of the
Agreemert, Furtherﬁore, this would alsc give rise to the impossible
situation in.which those who had signed -the Protuccl at any time would
have given each cof those which were yet to sipn the Protocol a "blank
Cheque" or complete latitude to alter their iegislaticns at any time

prior to their signature,

Mr. ViRGAS GOMEZ (Cuba) supported the views of the represen-
tatives of Chile, Pakistan and China, adding -that the support was given

on principle and not: out of any consideraticn of interests to Cuba,

The CHAIRMKN drew attentioﬁ fo.the fact that ohiy the innecy

Prctocol of Accession was under diacussinn;

. Mr, OLDINI (Chils) replied that although there was a specific
case for Chile wﬁich could be discussed separatoly, nevertheless, in
- view of the prejudicial effect of the ncte in thé report (ppe 5=6)
~drawing an'analogy.between the two Protocols, the questiocn also called
for consideration at this point. Whatever had been the intentions‘of
their drafters, the divergence in wording betwecn the Geneva Protocol
and the Agreement;could not be overlooked., If Chile had taken
advantage of the sov-called blank cheéue Juring the interval to change
ité laws, 1t was beééusé économic, finanéial and social conditions
had dictated the hee& for sc doing. Moredvei, the Chilean case was
not an isoléted bne,.énd even SOme major countries had to modify their

tariffs subsequently'to their becbming contfécting parties,

The CHAIRMAN proposed thay to .settle the gquestion regarding
the Report in hand a note should be entered in the record of the
present meeting to the effect that certain delegatiuns reserved their

position on the interpretation of the word "existing" in the Protocol
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of Provisicnal applicatiovn. Certain represcentatives having expressed
their desire to avoid registering a formal reservaticn, and having
suggested various solutiuns, it was agreed to record that:

"The delegations of Ceyloﬁ; Chile, China, Cuba, India,

Lebanon, Pakistan and Syria, whilst accepting the wording

of paragraph 1 (a) (ii) of {he annecy Protoccl of Terms

of iAccession, did. so withcut prejudice to the interpre-

tation of the expressicn "exdisting lepislation™ in the

Protocol cf Provisicnal .pplicaticn, and to the validity

or otherwise of the interpretoticn given in pp.5 and 6 of
the Report of Working Party 1 on accession (GATT/CP,.3/37)".

.Pé;ggraph‘; was appreved,
Paragraph 2 was approved without discussicn.

With reference to paragraph 3 ¢f the Prouteccl, Mre VARGAS
GOMEZ (Cuba) made a declaraticn concerning the medification of the
Schedules incurporating the results of the negctiasticns, which at the

request of Mr. OLDINI (Chile) was anncxed tc the sumnary record,

Mr, JOHNSEN (New Zealand) questiined the appropriateness
of the uese of certain words in paragraph 3., First, the expreséion |
"any acceding government" in the 9th linc of that paragraph would seem
to need gualificaticn to rostrict the reference to those acceding
governments with respeet to which the Protocol had entered into force
and not to any other acceding gouvernments., Seccndly, the word
"application” in the 5th line of the paragraph should have been
"intention of application" or "intenced applicatioun"; this was borne
cut by the next}sentence in which it was said that such cuncessions
would enter into force ﬁhereafter; Thigdly, the words "these
concessions" in the lith line shculd have been "such cincessions" as the -
latter was used throughout the paragraph, Finally, since aArticle II
referred to ¢nly cne appropriate schedule for each Cuntracting Party,
it would be inconsistent with the prcvisions of that Article if a new

schedule were alded in respect of a ccntracting party, The questicn
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was of special interest tu New Zeﬁland as a new Schedule would,

: according to the laws of that cuuntry, involve hew iegiéiafion for its
enforcement whercas the aininistrative authori%ies would be competent
to enforce an ad¢iticn to a scheuule wh*ch had been establisbed

through legislative procbdures.- I,j

The CHAIRMAN suugested adJournlng discussion on the questions
raised by Mr, JOHNSEN until the next meeting, when. the Chainman of

wbrking Party 1 would be reqpestea to reply.

The meetins arose at 5,45 pom,
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ANNEX

'STATEMENT BY THE REPRESENTATIVE OF CUBA

R———

CONCERNING THE TERMS OF ACCESSION,

The Delegation of Cuba earnestly wishes to co-operzte with the
other Contracting Pafties in the endeavour of establishing an
expeditious procedure that will facilitate the accession of the eleven
new countries to the General Agreement. It is unquestionable thay
as the number of member countries to the GATT increases, the purposes
of this‘Orgénization will become more feasible and the objective of
commerciél expansion will be nearer. At the same time, the Delegation
of Cuba feels compel;ed to defend a sound interpretation of the
Agréement because those very purposes of encouraging the desvelopment
of trade would be frustrated if the international structure which has
| béeh eréated for its achievement does not operate on minimum bases of

.equiliﬁrium and stability. |
Fof these reasons the Delegatipﬁ considers it,timgly that the
 po§s;ble modifications of the Agreement resulting from the application

of the terms of accession should be exanined fully.

The background of the guestion

The first discrepancies which manifested themselves in the

.Wbrking Party with respect to thé problem of the terms of accession
and their implications arose from the different points of view
expresssd with f;spect to the interpretation of Articles XXX and
XXXIII of the Agreement., Some. members of the beking Party wére of
the view that the terms of accession to which reference is made under

Article XXXIII, even if they implied modifications of Part I of the
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Agreehent would only require approval by a two-thirds majority of the
Coﬁtracting Parties in order to become effective, and not the
unanimity which is demanded under Article XXX to modify that part of
the Agreement.

| The Delegatinn of Cuba formulated its absolute opposition to
this criterion, on the foilowing basis: |

Artiele XXXIII contemplates solely the terms of accession that
must be apprqved by the Contracting Parties and the acceding govern-
ments in order that the incorporation of the latter to the Agreement
should be effected, it being impossible to accept that this provision
should alsc refer to modifications.of the Agreement.

It is true that among the terms of accession that must be agreed
to betwsen the Contracting Parties and the accediﬁg governments,
there may be included provisions which imply modifications to the
‘text of the Agreement, or which determine certain changes in the
schedules of concessions negotiated at Geneva in 1947. But, in
those cases, before those provisions can become effective and before
they are incorporated in the Protocol that must be.signed by the
Contracting Parties and by the acceding governmente, it is necessary .
to effect such modifications under the rules for a@endments
established under Article XXX of the Agresement. -

Any other interpretation of Article XXXIII would lead to the
absurd conclusion that the present schedules of concessions which are
an integral part of Part I of the General Agreement could be
modified by a two-thirds majority, a situation which is altogether
incompatible with the unanimity‘reQuired under Article XXX to amend
that part of the Agreement. |

The rule of unanimity incorporated into Article XXX was
1nciuded in the text of the Agreement as an indispensable requisite

to guarantee the stability of the concessions which were negotiated
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at Geneva in 19&7- And the consent of 211 the Contrécting Parties
was demanded in order to introduce modifications in the schedules and
not a simple authorization of the Contracting Parties which have
negotiated ihe concessicns directly because in a multilateral treaty
such as the General Agreement in which the concessions as a whole are
teken into consideration in order to balance the benefits received b?'
each country, the slightest modification introduced in the schedules
may affect the position of a given Contracting #ewty.

For this reason the Delegation of Cuba is of the opinion that
the interpretation that other delegations wish to attribute to
Article XXXIII of the Agreement not only creates theoretical
difficulties, but also weakens one of the fundamental principles of the
Agreemeht, one of the requirements which definitely must be kept if
it is desired to guarantee existing concessions and the equilibfium
of each country with respect to the total value of the benefits
received at Geneva.

No one is in a position to predict what the final results will
be of the tariff negoﬁiations whigh are now under way at Annecy bhetween
the Contracting Parties and the acceding governments., It is however
- possible to assort that in the course of these negotiations offers may
be exchanged tending to nullify the benefits previously acquired by a
given Contracting Party. 4And if such a supposition should actually
occur and such modifications of the schedules be approved by a
najority of two-thirds, it is unquestionable that the letter and the
spirit of Article XXX insofar as amendment to Part I of the Agreement
is concerned would be violated and the necessary stability and
equilibrium of the concessicrs hatotiatéd at 6eneva frustrated,

On the other hand, & rigid intevp.=t-tir. of irtiele XXX would

not affect *h- _ceesion of new governments at 211, From this point
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of view the rule of unanimity incorporated into this Article could
not be employed to reject the incorpuration Qf g given country into
GATT, but only to make impossiblé the negotiations of concessions
negotiated at innecy affecting the benefits obtained by a Contracting
Perty in the Geneva negotiations, In this manner, the unanimity
rule would only have the effect of avoiding any additions to the
schedules or the entry intoc force of concessions which in any concrete
manner impair the ri:hts of a Contracting Party.' |

It is e¢vident, therefore, that if confronted with a situation
such as the one that has just been described, a Contracting Party
makes use of the powcrs which are implicit in Article XXX, it cannot
be said that it is excrclsinz thom in order to obstruct the accession
of a new government, but rather to prevent the iliegitimate elimination
of concessions previously rranted to it, the suppression of which
cannot be considered dé a conlition "sine qua non" for the incorporation

of a new government into the agreement.,

The system of double schedules and the ttacks on the stability of
the Agreement -

The Workinrs Party did not adopt the criterion that when

modifications of Part I of the .greement are included in the terms cf
accession they may be approved by a two~thirds majority required under
Article XXXIII, on the other hand it introduced a provision in the
draft Protocol presentad for the consleration of the CONTRACTING
P;RTIES which establishes a tuch m re dangercous precedent.

In substancc, paragraph 3 of thé draft Protocol tends to establish
two series of schedules for the present Contracting Parties: the
existing schedules, resultinc from the Geneve negotiations of 1947,
and the new schedules that will be drewn up as a result of the new

negotiations with the acceding governments. With this formula the
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Workinz Party has tried to avoid the difficulties of interpretation
presented by Article XXX and to offer a possibility of making
effective the nepgotiations being carried cn at Annecy without
mcdifying in a formel way the schedules of concessivns which are in
force at present amon; the Contracting Parties,

The Delegation of Cuba ccnsiders that in practice this procedure
settles no problems whatsoever, for if in the new schedules
concessions are included which affect those which are zlready set
forth in the oxisting schedules, the lsgal question may be raised
that while formally the latter are not being modified they are in
factland for all legal and practical effects being modified sub-
stantially and the rule of unanimity set forth in Article XXX is also
being violated,

Furthermore, aside from the danger that through this twin
schedule system for each Ccntracting Party modifications may be
effected in Part I of the Agreement and benefits enjoyed by any
Contracting Party impaired, the Delegation of Cuba considers that
this procedure will complicate the mechanism and the operation of the
General Agreement in an unnccessary manner.,

But this measure alonc proposed by the Working Party is not the
sole sourge of preoccupation for the Delegation of Cuba; the
Delegation of Cuba is also preoccupied by the eriteria which have
been expressed with respect to the concept of the modifications of
the Agreement requiring unanimity.

The proviéion of the Protocol which has been quoted as well as
the transcendence and the far-rezchinz consequence of the criteria
expressed by the Working Group with respect to the mbdification that
may be introduced in Part I of the Agreement without the requirement

of unanimity under Article XXX deeply preoccupied the Pelegation



GaTT/CF.3/9R.21

Annex

page 6

and the Govermnment of Cuba, for both these matters tend to destroy
the stability of the schedules of concessions attached to the
Agreement. When we speak of the stability of the schgdules of
concession, we are not stating a mere phrase. That principle of
stability of the benefits c¢vchonged by the Contracting Parties during
the Geneva negotiations is the corner-stone on which the Trade
Organization created under the General Agreement rcsts,  The undor-
standing of what we might properly call the essence of the Agieement
is so important that without that concept of stabiliiy it would

have becn impossible to agree on a mult.lateral trade trcaty such

as our Agreement.

Guarantee of stability in the text of the General Apreement

The Geneva Agreement was conceived from the beginning as a
trade structure which was to rewmain frozen, stabilized during at
least three¢ ysars. The immcbilization of a new trade structure
created through the negotiations of 1947 is moulded in the text of
the Agreement through Articles XXVII and XXX,

The firmness of thc assertions made by us concerning the
freezing or iamobilization of the Schedules of concessions is
immediately undecrstood by the simple reading of these provisions.
‘The General Agreement on Tariffs and Trade, which tgchnically was
to become effective January 1, 1948, would remain stebilized, in
so far as the tariff treatment is concerned, provided in the
Schedules, until January 1, 1951, i.e., during a period of three
years, And onl: afte? the expiration of this term would the
Contracting Farti :s be entitled to modify or discontinue the applicstion
of the treatmert which in the proper Schedules had been granted.

The excéptidn be inis Troeciasg ruie of the Scnedules formulated

under Article XXVIII, is Joruseon in Article XXX, and is established
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under the followin: conditions:
"Article XXX. 1) Except in the cases foresecen in other

provisions to introduce modifications in the present

u Agreement., amendments to the provisions of Part I of the
present Agreement or to those of Artiecle XXIX or to thosc
of the present Article shall become effective after being
accepted by all the contracting parties",

Inasmuch as pursuant to the provisions of paragraph 7, Article II,

the Schedules of Concessions accompanying the Agrecement are considersd
incorporated in Part I thereof, it is clear that no modification or
alteration is possible in their structure without the unanimous
eonsent of all the Contracting Parties, That is to say, that the
refusal of only one country to grant approval to any modifications
intended to be made to the "Scheduvles" is sufficient to prevent

that such modifcations be carried into effect. The foregoing state-
ment shows clearly the sternncss of the conception concerning the
freezing of the Schedules containing the tariff coumitments, since“
in order to allow any change in them it is necessary to count on

the unanimous consent of all the parties to the same,

Concept of the modifications of Part I of the Agreement

We have already seen how the rules of Article XXVIII of the
Agreement stabilize the concessions negotiated at Geneva in 1947
during a period of three years; ’and also how it is necessary to
have the consent of éil the Contracting Parties each time that a
modification of the schedulesis intended, in the light of the requisite
of unanimity established under Article XXX,

Nevertheless, we consider it convenient to study in a more
profound manncr the.nature of the modifications which could be intro-

duced in the schedules in order to understand more clearly the
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fundamental reason which makes it necessary to have a rigid
conception with respect to these modificaiions.

In all multilateral treaties such as the GATT any modification
in the st of concessions, in the sense of increasing or reducing
them, would determine, undoubtedly, the unbalancing of the
equilibrium of the negotiations which took place at Geneva and would
create also situations by which those negotiations would cease to
be mutually advantageous.

With respect to ‘the possibility of increasing the duties which
were included in the schedules of the different countries, modifyin:
concessions previously negotiated, tiaere cannot be any doubt,
regarding the faet that such action would throw out of balance the
equilibrium of the nejotiations in which those duties were negotiated,

The point more difficult to understand, and which was the
subject of many discussions in the Working Party, is whether or not
a reduction in the duties included in the schedules of any contracting
party constitutes a modification which could evolve the possibility
of throwing out of balance existing concessions and consequently
would be prohibited under the provisions of the .igreement, unless
that reduction is made effective by the procedure established in
Article XXX of the Agreement wﬁich, as is well known, requires the
unaninity vote for these cases. |

The arguments formulated by the Delegation of Cube during
the discussions in the Workiug Party are sufficiently clear to
i1llustrate the matter; it is possible to consider two similar
products described in the most-favoured-nation tariff of any
- schedule annexed to the Agreement, and to c¢stablish the assumption
that one of those productis receives the benefit of & reduction in4

its duties, without the other product receiving at the same time
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a proportional reduction. It is easy to understand that the
competitive position of the latter will suffer from prejudicial
treatment in the market of the country to which the schedule belongs.,

It is possible to quote many cases in which similar products
are produced in different countries and for these reasons the duties
imposed on them are negotiated by different contracting parties.

We may mention some alcohol products, such as rum and whisky, certain
textile products, manufactured with rayon and cotton fibres; and
some food products such as butter and oleomargarine.

When those antecedents are studied, it is necessary to'conclude
that within the framework of a multilateral agreement such as the
GATT it is not poésible to permit thosc arbitrary and unilateral
reductions of duties, because they may destroy the minimum basis of
stability whigh was infiltrated in the structure of the General :gree-
ment.,

When the Contracting Parties were incorporated to the Agreement
in 1947, they took into consideration not only the concessions that
they received through direct negotiations with other Contracting
Parties, but also the total benefits which corresponded to them through
the application of the principle of the unconditional most-favoured-
nation clause. .Besides, due to the multilateral nature of the
Agreement, it is right to affirm that the Contracting Parties at the
close of their negatiations evaluated, as a fundamental question, not
only the tariff benefits that they obtained directly or indirectly,
for their products, but also the proportional level existing between
the duties that they obtained for their products, and the duties enjoyed
by other Contracting Parties for similar produéts that were in a
position to compete with them.

For that reason, if after the negotiations at Geneva, and at any
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time before January 1, 1951, any Contracting Party suffered a dis-
proportional reduction in the dutlies of the most-favoured-nation
tariff in such a way as to place any of its products in an inferior
competitive position in a determined market, it is unquestionable
that the value of the direct concessions that that Contracting Pérty
obtained during the negotiations are frustrated.

From the t4xt on page 7, paragraph 1, document GATI/CP.3/37,
we have come to the conclusion that the Working Party is not in accord
with our interpretation regarding modifications of Part I of the
Agreement, based on the assumption that, according with proviéions of
Article II, Contracting Parties have only comnitted themselves not
to increase their tariffs,

The isolated consideration of the contents of a legai text is
a method entirsly disqualified in legal interpretétions. To affirm
that in the General Agreement only exist the compromise of not
incréasing the tariffs, because this is what is stipulated in article II,
is to mystify the mechanism of the Agreement, and to disintegrate the
unity of the different provisions of this ihstrument. Article II
cannot be understood fully if it is not related with Article XXX,
It is true that the first of thege articles contemplates only the
supposed increase of the duties but, the second article restricts in
genefal, with an ample text, all the modifications of the schedules,
thus guaranteeing Q complete stabillty for a2ll concessions,  even
against the possibility of reducing duties without previous consultation.
" If this was not the dorrect interpretation, Article XXX would have
névér béen dfafted expressing such ample aims., ~ Instead of discussing,
as is the case, modifiéations which are not limited by any additidnal

concept,‘a distinct reference to the increase in the duties would have

" been made.,



GATL/CP.3/SR.21
Annex
page 11

The question of compensation

In the course of the discussicns which have taken place in the
WOrkingvPafty, it has becn expressed that although the dangers
pointed out by the Cuban Delegation were well founded, Contracting
Parties affected by a reduction of thé duties could make use of
the provisions of other articies of the Agrcement to which they orc
- entitled, such as .article XXIII, through which adequate coumpensztion
could be obtained to counterzct the loss sustained. The necessity
to maintain the principle of stability of the concessions within
the structure of the igreement, and of preserving the cquilibrium
of the interests between the different Contractihg Parties, in order
that the Agreement may always operate on a mutually advantageous
basis for all conccrned, is more clearly understood if we were to
study the situation confronted by countries not highly industrielized,
When a Contracting Party only has available a limited number of
products for export, for which it has made efforts to obtein certain
concessions, it would not be fzir to apply to that country the
criterion that if any of the concussions obtained is lost it should
look for compensation in other piuvisions of the .greement. To
these countries, of limited economiczl development, the possibilities
of obtaininz adequate compensation is out of the question.

A highly industrialized country that loses concessions on certain
of its products, may immediately obtain adequate compensation on a
great number of other products which the country in question exports
- to that same market, .But, when the affected ccuntry only has at its
dispousal a limitgd number of exportable products fhe situation is
entirely the oppoéite and, therefore, will find itself in a very
difficult position inasmuch as it will be practically impossible to

find benefits which in reality are compensatory., Talking into
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account the aforcmentioned facts,.when we consider the situdtion of

these countries, we have ccnic to tho conclusion that their wmain

interest is that the permanency and: stability of the conéessions which

" " they are enjoying -are fully guaranteed, being fundamental that their

right to endoy the benefits obtalned are not violated during the

~ terms of the negotiationse.

If it is true that the Generzl Agreement is an instrument whose

“aim is to find the necessary equilibrium between the economies and

the interests of all Contracting Parties, if it is also ‘true that the

" “GATT is a trade structure which is governed by principlés of real
“eo-operation in the economic éense; it is essential ‘that the stability

of the concessions which simall countries are enjoying is fully

respected, at least during the terus of said concessions.

In Conclgsion . |

. The Cuban Delegation has made a great effort in orqoo to
explain to the CONTRACTING PARTIES the questions of subooanoe which
. are involved in the interpretation of Article_Xxxo .6ther delegations
have asked us, in spite of the explanations which we have nade, if
thers existod more concrete questions which would roveal more clearly
that the points of view maintainod by the Cuban Dolegation were not
mprely of a legal nature. ~ The Cubmn Dele atlon 15 of the opinion
that the exammlos we have oot forth cre sufflciently clear in order
to prove that in the bottom of thls discussion there are subst%ntial
points of grcot importance whlch cannot be overlooked by the |
CONTRnCTING PARTIEo. Furthormore our Dclegation con81ders that it
would be illogical to assume "a priori" the inaumerable casus involving
modiflcations which could arise, different to the cases that we have
mentioned covoring-ipcreases or reductions,‘aod which could also bring

about grave disadvantages to the CONTRACTING PARTIES due to the
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maladjustment of the schedules. The possibilities of modifications
which could create the situation referred to are so extensive as to
make it impossible to foresce tﬁem, inasmuch as a guess of this sort
would mean to tell what is going to hapnen in the future.

Undoubtedly the considerations made by us eloquently reveal that the
only way to guarantee the stability of the concessions is by means of
a rigid interpretation of irticle XXX and of the rules of unanimity;
with respect to the modificetions which may be introduced in Part I
of the Agreement. In our opinion this is a question so evident that
we do not think it nccessary to insist with further arguments in
order to make our interpretation more undcrstandable., 4And if this
conclusion is accepted, it is easily understood also that any device
which would facilitate the throwing out of balance of the prineiple
of stability must be rejected in the Frotocol of Provisional
Application which contains the terms of Accession. As we have already
stated, the principlc just nentioned is cne of the basic points of
the Agreement. For this rcason the Cuban Delegation has already
stated its disagreement to the wording of paragraph 3 of the Protocol,
for the simple reason that the two schedule systems which would be
introducasd, with respect to actual CONTRACTING PARTIES, could create
very difficult situations, which would facilitate throwing out of
balance tariff concessions which are being enjoyed since the last

negotiations at Geneva in 1947.




