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THE CHAIRMAN: Gentlemen, this is a meeting of Committee II for the

purpose of receiving and discussing the Report of the Drafting

Sub-Committee dealing with Tariffs and Procedures, I think the

best way for us to deal with this is to commence by asking the

Rapporteur to introduce the Report.

THE RAPPORTEUR: The Sub-Committee on Procedures was asked to do two

main things: one, to prepare a Raport setting forth the procedures

which should govern the tariff negotiations among: the Members of

this Committee next Spring; the second was, to examine and

revise, if necessary, certain Articles of the Draft Charter

relating to the relaxation of trade barriers. Those Articles

were: Article 8, relating to Most-favoured-nation treatment;

Article 18, dealing with the Reduction of Tariffs and the Elimina-

tion of Preferenes; Article 29, providing. for Emergency Action

in the case of particular products; Article 30, dealing with

eases in which there might be a nullification or impairment of

the benefits of the Trade Barrier provisions; and Article 33,

which provided for the general territorial application of the

Trade Barrier Chapter.

There are before you four documents resulting from the

Committee's work. One is a general Draft Report, which submits

the revised Articles and sets forth the reasons for the revisions.

The second is a set of amendments to this Report, which had to be

given in a separate paper because of the shortage of time. That

is E/PC/T/C.II/57/Corr.1. Thirdly, the revised Articles them-

selves; and; finally, the Report of the Sub-Committee on

Procedures dealings with the Tariff negotiations next Spring.
THE CHAIRMAN: I suggest for the convenience of the Committee that we

take first the Draft Articles and discuss those, and I think it

will then be a relatively simple matter to run through the

Rapporteur' s Report, since the Report must obviously be based

primarily upon the Articles in the form in which they were agreed
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by the Drafting Sub-Committce. I suggest that first we take

Article 8, the new- form of which is set out on page 3 of the

third document, No. 57, which is headed "Addition to Report

of Sub-Committee on Procedurcs". On page 3 of that document you

ill see Article 8, General Most-Favoured-Nation Treatment. May

I ask the Rapporteur to read the Article in its present form.

THE RAPPORTEUR: Mr. Chairman, do you want to discuss this paragraph

by paragraph, or would you prefer to complete each Article?

THE CHAIRMAN: I think we will take it paragraph by paragraph, if

that is acceptable to the meeting?

(Paragraph 1 read)

Any comment on Paragraph 1 ?

THE VICE-CHAIRMAN: Mr. Chairman, when you compare this Paragraph 1

with Paragraph 1 in the Charter you will find that we have adopted

the American draft, leaving out only the last sentence thereof

with regard to public works. The reason for that has been explained

in the draft Report of our Rapportour, so I do not think there is

any, need to elaborate on that, unless there are questions to be

asked.

THE CHAIRMAN: Any further comment on Paragraph 1 ?

MR. LE BON (Belgium) (Interpretation): Gentlemen, I think that :weare

not-entirely agreed on the definition of the word "originating",

and having conferred --ith several Delegations I believe that it

might be useful for me to make a statement in order to throw a

proper light on the problem. I have sent a note to the officers

of the Committee, and this is what the note says:-

Merehandise is considered as originatinag from a country

here it has been either manufactured or harvested. Merchandise

originating from country A and imported into country O, having

gone through or stayed in country B, otherwise than in bond,

might be treated as products coming from country B, and not as

products coming from country A.

3-



B3

E/PC/T/C.II/PV/ 12

Ifsuch an interpretationis not accepted itwill not be

possible to practise a differential system. I believe that if

this statement is accepted by the Committee, or if the delegate

of the United States said that itwasprecisely like that that

the word "originating" is to be understood, it would be important

to have this declaration accepted, without even modifying the

words of the Charter itself.

THE RAPPORTEUR: I believe that that interpretation, while it was

not fully discussed at the Sub-Committee, is the usual one, and

therefore I do not believe that any change would be required.

THE CHAIRMAN Is that the interpretation which other delegates

would have taken the word "originating" to possess?

MR. SHACKLE (UK): I am sorry, but I am not quite sure which is the

interpretation which has been referred to.

THE CHAIRMAN: The Belgian delegate has asked that it be quite clear

that merchandise which originates say in country A and which is

imported into country C, after having spent some time in country

B, other than in bond, would be regarded as the products of

country B and not of the country of original origin.
THE RAPPORTEUR: May I make one comment on that? That is, that there

is nothing so far as I know in any of the Articles which would

prevent the use of some sort of documentary proof of orgin.
THE CHARIMAN: Can we take it that theBelgian delegate's point is

met by the draft as it at present stands, w ithout creating

confusion for other people?

MR. SHACKLE(UK):I wonderwhether it is necessary at this stage

to come to a decision on this point? After all, terms such as

"originating" and product of manufacture of countries" are

extremely common in Treaties. It does not necessarily follow

that those rules are interpreted in the same way, but neverthe-
less Treaties manage to carry on. I suggest that on the whole

this is a matter of detail which had better be left for
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consideration at a largestage, possibly by the Organization when

it is set up. I remember that the League of Nations many years

ago did make a study of this very question.

THE CHAIRMAN: I think we can take it/that at any rate there is

nothing to prevent the Belgian delegation interpretincg the word.

"originating" in the may in which they have suggested.
Any other comment on Paragraph 1?

(At this point the Vice-Chairman, Mr,
Speckenbrink, took the Chair)

MR.NATHAN (France) (Interpretation): Mr. Chairman, I apologise

for asking this question. I ask it only because my English is

not good enough. I would like toknow how in the French

language one might translate the words in the fifth line - "Like

or similar products" ? How.would the word "like" be translated

into French?

5.
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THE ACTING CHAIRMAN: I may say I did not study that, but, perhaps you can

make a suggestion here to see whether the meaning is quiteto clear,

I cannot fellow it, and I think other delegates are in the some

difficulty.

M.KATHAN (France) (Interpretation) : I believe the problem is whether

we are talking, .about commodities ofthesame character in that sense of

the word, or in a, very narrow and clearly defined sense of that word,

If, for instance, we are talkinof wheat, do we mean cereals which

perhaps might be substituted for wheat, r do we mean only wheat.

THE ACTING CHAIRMAN: Has not that question been discussed in one of the

Subcommittees? I think the Committee on Commodity Agreements dis-

cussed it;.

Mr. VIDELA (Chile):Mr Chairman, I have here a report made by Mr Hawkins

which I have just received, May I read it? "There were several ques-

tions arising in connection with several Articles regarding the meaning:
of `like products'. I believe the Chilean delegate raised the

question, and one of the delegates - I believe Netherlands- raised the

question today in connection with Article19.2.e. As most of you know

the term 'like products' or 'like product' has been used for many years

in the most-favoured-nation clause of treaties. You are also probably

aware of the fact that there is no precise definition.As I recall,

the Economic Committee of the League of Nations once made a study

and put out a Report on the subject; and my memory is that a like

product is one that is practically identical with another. Than I

think is as far as my memory will serve me on that particular Report,

I think it is one of the subjects to which an Internationel Trade

Organisation would want to give continuing study in the light of

precedents, in the light of cases that have come up and by the use of

analogy, However, I think the specific point raised by the delegate

of the Netherlands can be definitely answered, In Article 19.2,e the

words `like product' are used, but those words definitely do not

mean what they mean in other contexts - merely a competing product.

In other words, to take an extreme case, if a country restricted its

output of apples, it could not restrict importation of bananas because
they compete with them - to the extent that they do." Mr Chairman,

6.
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I take this opportunity to refer to this statement, because this is

one of the most difficult to define in words, and I take this opper-

tunity also to remind Committee II that the Technicial Committee spent

a lot of time on this definition and other definitions on technical

matters. We propose that the Committee should recommend to I.T.O.

to make definitions in a code before the chapter is put under consid-

eration.

THE VICE-CHAIRMAN: Thank you. Would the Rapporteur like to comment on

this?

THE RAPPORTEUR: No, only to answer thequestion raised by the delegate

of France, I believe, that in the case of the illustration cited by

him I think it is perfectly clear that the word "like" would mean

wheat from other countries and not other cereals.

THE VICE-CHAIRMAN: The point before us, then, is whether in the Report

of this Committee we should comment on this, and. state, in the same was

perhaps as with regard to the previous remark of the Belgian delegate,

whether there are here some points that have still to be further

studied in the coming Conference in Geneva.

Mr SHACKLE (UK): Mr Chairman I would like to suggest that this matter

should be dealt with in very much the same way as the question of

the definition of "origin of goods"; that is to say, the expression
commercial

"like products" has occurred in/treaties for many many years . There

has not, I think, been a precise international definition, though one

was suggested by the Economic Committee of the League of Nations.

That has not prevented commercial treaties from functioning, and I

think it would not prevent our Charter from functioning until such

time as the I.T.O. is able to go into this matter and make a proper

study of it. I do not think we could suspend-other action pending

that study.

THE VICE-CHAIRMAN: Would other delegates like to comment on this?

Mr FLETCHER (Australia): I would support the remarks of Mr Shackle, the

United Kingdon delegate. All who have any familiarity with customs

administration know how this question of "like products" tends to sort

itself out. It is really adjusted through a system of tariff

classification, and from time to time disputes do arise as to
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whether the classification that is placed on a thing is really

a correct classification. I think while you have provision for a

complaints procedure through the Organisation you would find that

this issue would be self-solving.

Mr GUERRA (Cuba): The Cuban delegation also support the suggesition put

forward by the United Kingdomdelegate.

Mr. KUNOSI (Czechoslovakia): The Czechoslovakian delegation too.
VICE-

THE/CHAIRMAN: I take it there is agreement that we leave this point to

be sorted out later. Then perhaps we should have to add something to

that effect in our report, just to prevent any misunderstanding. I

will ask the Rapporteur to take care of that. The same thingapplies

to the remark of the Belgian delegate withregard to the question of

origin. Then may I take it that Article 1 is adopted?

Mr VIDELA (Chile) : Mr Chairman, Article 8 starts "with respect to custom

duties and charges". Iwould like to say that I understand very

clearly that the word "charges there refers only to tariffs or

duties or customs. It has nothing to do with quantitative restric-

tions or quotas.

THE RAPPORTEUR: I think the application of the most-favoured-nation

principle to quantitative restrictions may well be dealt with in the

report of the Subcommittee on Quantitatirve Restrictions.

THE VICE-CHAIRMAN: With these remarks, we aadopt paragraph 1. We then

come to paragraph 2 of Article 8. You will find there again, if

you compare it with the draft, there are certain changes that we have

elaborated in our report, and of which the main changes are that we

left out the date in the first part of paragraph 2 and that we

added a sub-paragraph c with regard to preferences in force on July

1st, 1946 between neighbouring countries. The reason of that is to

be found in the report of the Rapporteur, which no doubt you have all

studied, Are there any comments here.

(At this point the Chairman, Dr. Coombs, resumed the

Mr SHACKLE (UK): Mr Chairman, I have one remark to make on sub-paragraph

a. It is not a point of substance; it is purely a point of drafting,

but it is rather important drafting, and so I mention it. It refers
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to the words "Commonwealth of Nations", The suggestion that we

should adopt that phrasoology was made in the course of the discussion

of this passage in the Subcommittee with the ideathat it would

make for brevity and would cover the peculiar position of the British

Commonwealth of Nations. we are advised that it will not altogether
meet the case. I therefore have an amendment to suggest which is

not at all an amendment of substance, I will read It, I thing, as

it is not long. The paragraph now would read in my suggestion:

"Prefereneces in force exclusively (1) between territories in respect
of which there existed on 1 July, 1939, common sovereignty or rela-

tions of protection or suzerainty, or (2) between the territories com-

prised in Annex X to this Charter. Each member to which provision 1

applies shall provide a list of such territories which lists shall

be incorporated in an Annex to this Charter", It would follow from

that amendment that the British Commonwealth of Nations would be

described in Annex X, whereas the other territories which would fall

under provison 1 would subsequently put in their schedules.

Mr VIDELA (Chile): In regard to the first paragraph of Article 8 I
under

would like to make it clear that/letter a, peferences in force

have nothing to do with quotas or quantitative restrictions and it is

deaing only with the matter referred to in Article 8,

THE Vice-Chairman: Has anybody any Comment to offer on the suggestion

put forward by the United Kingdom delegate, or can we take it that

that is generally acceptable? It is, I understand, merely an

attempt to make a someawhat vague hrase "commonwealth of nations"

specific, so that there can be no uncertainty about it as to to

which groups of countries the phrase applies. I think that should

be generally accIeptable. May take It that is agreed? Very well,

Is there anything else on paragraph 2?
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(At this point Dr Coombs vacated the Chair,
his place beingtaken by Mr Speekenbrink,
the Vice-Chairman.)

THE VICE-CHAIRMAN: We may take it, then, that with the amendmentproposed by the

United Kingdom delegate and also the observation of the Chilcan delegate the

second part of Article 8 has been approved by the Commiittee. If there are no

further remarks, we may turn to the next Article, I think.

Article 18. Again you will have seen that there are certain changes there,

and perhaps, as this very important Articlehas a definite bearing, on the paper

that you will have to discuss later, that is, the Memorandum on procedure of

tariff negotiations we might take it paragraphby paragraph. I would ask whether

there are any comments on the first seven lines, up to (a). If not, that part is

adopted).

we come, then, to sub-paragraph (a), where you will find that we have made

an important change, as we have added the words "it being understood that

action resulting from such negotiations shall not require the modification of

existing international obligations, expect by agreement between the contracting

parties or, failing that, by termination of such obligations in accordance with

their terms" We explained that yesterday to the delegates who did not take

part in our discussions, so at this time I will only ask for remarks. If there

are no remarks, I take it that (a) is adopted.

Now we have (b), which reads: "All negotiated reductions in most-favoured-

nation import tariffs shall operate automatically to reduce or eliminate margins

of preference. We explained yesterday that we had a lengthy discussion on

this sub-paragraph, especially with regard to the word "automatically", and
Sub-

that it has been adopted by the majority of the/Committee. In connection with

it there is a note in the paper E/PC/T/C.II/57.Corr.1 regarding page 4 and page8

of the drat reeport of the Rapporteur. This is a statement of the position of

one of the delegations: "One Deleation thouht that the rule should not

operate automatically, but that Members should be free to negotiate for a

reduction in the preferential rate as well as in the most-favoured-nation

rate, provided that the margin between the two negotiated rates is smaller

than that existing on a (prior) rate to be agreed upon." Are there any

comments here?

MRADARKAR(India): Mr Cairman, there is a small amendment here. Instead of

"(prior) rate" it should read "(prior)date".
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VICE

THE/CHAIRMAN: Yes, of course. Have Any delates any comments here? Then may

we take it that the other members of the Sub-Committee are in agreement with

the greater majority of the Sub-Committee with regard to the wording of this

sub-paragraph? (Agreed.)

He now have sub-phragraph (c), where there is an an adition the intent of

which is to have regard to the special position of, shall we say, low tariff

countries. Is that agreed? (Agreed.)

Then we come to paragraph 2, where you ill see that we have made no changes,

so I do not think there will be any objections. Is it agreed? (Agreed.)

Paragraph 3. This is important, because here we say this, in the second

sentence: "The Organisation, if it finds that a Member has, without sufficient

justification, having regard to the provisions of the Charter as a whole, failed

to negotiate..." - and in the further paragraphs we always speak of the Charter

as a whole. The reason for that is that the Sub-Committee thought that everything

in this Charter is so closely related that we should not confine this paragraph

only to the general commercial provisions; and in this way we have also, in our

opinion, taken adequate notice of the message we received from the Joint Committee

of Committees I and II on Industrial Development. May I take it that the

Committee agrees to have paragraph 3 read as stated here?

MR SHACKLE (U.K.): I notice that a word has dropped out in the next to last line.

I think it should read: "The provisions of this paragraph shall operate in

accordance with the provisions of Article 56."
VICE-

THE/CHAIRMAN: Yes. Is this paragraph adopted? (Agreed.)

Then we turn to; Article 29.

MR TUNG (China): Mr Chairman, in connection with Article 18 the Chinese delegation

wishes to state its attitude, which is that the draft provision under this heading

would amount to the automatic application of the most-favoured-nation clause

which China, wishes to co-operate in principle with other member nations to bring

about. In view of the fact that preferential tariff systems still exist in

various parts of the world, the Chinese delegation would like to reserve China's

right to adopt similar measures herself at any time, or to adopt other measures

that would enable her to counteract the unfavorable effects on her products

which might accrue frorm the use of preferential tariff systems by other nations.

We wish to have this statement put on record in connection with Article 18.

THE VICE-CHAIRMAN: If there are no comments on the statement of the delegate of

11
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China, we simply include it in the records of this Committee.

May we turn now; to Article 29? Perhaps I may ask the Rapporteur to indicate

very shortly the changes we have efrcted here, as guidance for the members.

THERAPPORTEUR: Mr Chairman, Article 29 is an emergecncy provision whereby members

would be permitted to withdraw or modify concessions or other trade barrier

obligations they had undertaken in the event that as a result of those con-

cessions and obligations their industries should be seriously damaged. The

main change that we have incorporatedin the first paragraph of the Article is,

I think, by way of a clarification, to make it clear that this riht of withdrawal

or modification will extent to cases where a country s trade is injured by reason

of the loss in whole or in part of a preference. which it previously enjoyed in

another market. That is dene by the phrase in parenthesis appearing in the

middle of the paragraph. In the second paragraph we have provided that in

critical and emergency circumstances a member may exercise his right of with-

drawing or modifying a concession without prior consultation with the other

affected members, provided that the consultation was carried out immediately

after the taking of the action. The members of the Sub-Committee felt that,

on the whole (I think there were two reservations) there should be flexibility:

that it was not in all cases possible to consult before taking the necessary

action but there should be consultation in all cases and there should be a

remedy open to the other affected party in the event that the other affected

party did not agree with the action taken.

12
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THEVICE CHAIRMAN Imay perhaps add here, because it is always a

very serious thing to take action without prior notice, that have

added as special sentence at the end of this paragraph which should

provide for rather severe penalties in case of abuse if this possibility.

As you will seeit is stated that "in serious cases the Organization

way authorize the affected member to suspend concessions or obligations

in addition to those which any be substantially aquivalent to the

action originally take. "

(At this Point Dr Coombs resumed the Chair)

THE CHAIRMAN: Is there any comment on paragraph 1? If not, may I take it

that paragraph 1 is agreed? (Agreed). Paragraph 2. Any comment on

paragraph 2? I take it that paragraph 2 is a agreed. This will be subject

to certain reservations which I understand have been referred to in the

Rapporteur's report. (Agreed).

Article 30. Would the Rapporteur careto comment upon this?

THE RAPPORTEUR: Mr Chairmac, the first paragraph of this Article simply

sets forth what Seems to be the agreed principle, that every member of

the Organization should stand ready to consult with any other member on

any question which they might raise regarding the operation of the trade

barrier provisions in Chapter IV as a whole. The second -paragraph is

intended to provide a rather wide measure of flexibility in the event

that the Charter as a whole should not work out in some circumstances in

the way it was intended to work out. It would permit a country in the

event that they felt that another country had taken some action, even

though. not in conflict with the particular provisions of the Charter, which

nevertheless tended to nullify or irpair home of the benefits of the

Charter, to raise that matter with the Organization, and if the Organization

agreed it would be permitted to obtain release from some of its

obligations under Chapter IV. The paragraph would also permit such action

in the event that any situation should develop or arise, eventhough un-

related to the action taken by the particular member, which tueded to

impair for the member desiring to take the action some of the benefits.

I would like to explain it if I may by examples; I think it can be dealt
13.
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with more clearlythat way. I think that the paragraph, in its

present form, is designed to meet the needs of certain countries which

have asked that it be recast. For excample if a country should feel

that it needed to take measures to safeguard its economy from deflation-

ary pressures owing to the lack of effective demand from abroad for

its products, it would be able to bring the matter before the Organiz-

ation as a possible nullification or impairment of the benefits intended

to be accorded under the Employment Section of the Chapter; and the

Organization, if they agreed that the country should be permitted to

take the necessary measures to safeguard its economy could authorize
as

it to do so under this Chapter;in such cases/that it would be expected

that the Organization would, of course, consult with the Economic and

Social Council or other specialized agencies to see whether some other

option night not be more appropriate. The second case would be

situation in which a country exporting to another member country was

suffering because of the employment by a second exporting country of

sub-standard labour conditions. In such a case it would be only the

importing country wihich could remedy this situation by attempting to

readjust the competitive position between the two exporting countries.

Under this draft the exporting, country could raise the problem with

the Organization and if the Organization agreed the importing country

could be authorized to take the necessary measures to readjust the

situation and be released from any obligations which would prevent that.

THE CHAIRMAN: Any comment on paragraph 1 of Article 30?

MR SHACKLE (UK): There is one point, Sir - it is purely a verbal

correction, I think - six lines from the end of the Article, paragraph 2,

which reads: "under this Charter as may be appropriate in the circum-

stances." I believe our intention was that those words should read

"under this Chapter."
THE CHAIRMAN: Is that right?

THE RAPPORTEUR: Yes, that is an error, Mr Chairman.

THE CHAIRMAN: That is on page 3,. line 9, the third word written at present

"Charter" should be "Chapter." Is there any other comment on either of

these paragraphs? Can I take it then that Article 30 is agreed? (Agreed)
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THE CHAIRMAN: Article 33. Is there any comment neccssary on this,

Mr Rapporteur?

THE RAPPORTEUR: I think that there are only two, points in this Article

which will raise any question. The first is that the exception from

the provisions of the chapter, a customs union, has been somewhat

broadened, so that it now appliess to the formation of a cutoms union.

This is intended to pe rmit measures which are in fact transitional to

the establishment of a genuine customs union - in other words, you do

not have to have a complete customs union over-night; it would permit

of the transitional formation of a customs union, as requested, I think,

by a number of delegations in Committec II's discussions before the

Sub-Coimmittee was established. Thussecond point is in paragraph 4, which

recognizes that in special circumstances new preferential arrangements,

that is to say, permanent exeptions fromthe most-favoured-nation

clause, as distinguished from the temporary exceptions set out in

Article 8, may be warranted. This makes it clear that the Organization
would be authorized under Article 55 paragraph 2 of the Charter to

approve such arrangecments. Article 55, it may be recalled, provides

that the Organization may by two-thirds vote established criteria and

procedures for waiving, in exceptional circumstances, any obligation in

Chapter IV. I think possibly that may have been broadened since.

THE CHAIRMAN: Can we take this paragraph by paragraph. Paragraph 1 of

Article 33.

MR MMECHKIE (Le;anon): Mr Chairman, inparagraph 1 of Article 33, state-

ment of principal, I see that it has been taken into consideration that

some sort of preferential arrangements can be carried out subject to the

agreement of the Organization under Article 12. But it is also stated

that "appropriate exception from these provisions should be made for

advantages accorded to facilitate frontier traffic, for advantages

incident to the formation of a customs union," and so on. The Lebanoae

delegation thinks that such preferences of the nature of the regional

arrangements, an expansion, if you like, of frontier traffic, should be

15.
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included in that statement of principles and should not be left only sub-

ject to the agreement of the Organization under Article 55, not because

we do not want the Organization to agree,it, but we think that there

is danger in that, because - and this is the important point Article 55

is put in the Character to guarantee that no radical change take place.

Preferential regional agreements have an intrinsic value in themselves

and should be mentioned as such.

If it is impossible to include it here I would like to

have a reservation on the subject.
THE CHAIRMAN: Would any other delegationcare to express its

views on the suggestion put forward by the Lebanon delegation?

The suggestion is, that this Article should provide for

regional proferential arrangements capable of being established

ithout neccssarily having the approval of the Organization as

provided for under paragraph 4.

THE VICE-CHAIRMAN: Mr. Chairman, we discussed whether we should have

new exemptions in this draft, and we found it was very difficult

to do that. Once you start to mention certain exceptions you

Can get another one and still another one. We quite agree it is

important that there should be the possibility of regional

systems, but we thought that in the points mentioned here under
and

2(a)/in paragraph 4 we have tried to cover the various contingen-

cies as best we could.

THE CHAIRMAN: Any further comment? If not, I presume that it is

the view of the Delegations that if the delegate or Lebanon

wishes to press this point he should do so in the form of a

reservation.

MR. DIMECHKIE (Lebanon): May I just make a correction to the statement

you made Mr. Chairman? I didnot say that I did not want the

?. fols.

16.
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1.Organization to approve of prefrential arrangements, but I see

a danger in leaving it under Article 55,because in Article 55

it demands a two-thirds Majority for the procedure; and the

two-thirds majority night decide that it needs a threc-fourths

majority to get such things as proferential arrangements into

being. I see a danger in that.

THE CHAIRMAN: I am sorry. It is quite clear that the proposition is

that the delegate for Lebanon is advancing. It is not that these

regional preferential arrangements should not require the

approval of the Organization, but that they should require the

approval of thc Organization under arrangemnts which did not

make that approval subjcct to procedures an criteria to be

established by a two-thirds majority as set out in Article 55

para. 2. However, unless other delegates speak on this matter

I takeitit is their view that the best course that the delegate

for Lebanon can take would be to reserve his position on this

matter. IwilI ask the Secretariat to not that reservation and

embody it in the record and in the Report.

MR . MELANDER (Norway): Mr Chairman, on a point of clarification

I would like to ask the delegate for China whether his reserva-

tion with regard to Article 18 would in fact be the same sort of

reservation as the one which is made by the delegate for Lebanon?

MR TUNG (China): Our delegationconsiders this reservation on

tariff preferential treatment is just a reservation of its right

to adopt such measures, and wemight use that right at any time

so long the other provisions exist.

THE CHAIRMAN: Any further comment on this Article? Paragraph 1: can

I take that as agreed?. Paragraph 2: agreed? Paragraph 3:

agreed? Paragraph 4: agreed, subject to the reservation stated

by the delegate for Lebanon.

MR. RODRIGUEZ (Brazil): I make the same reservation as the delegateof Lebanon in thisParagraph4.
17.
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THE CHAIRMAN: The delegate for, Brazil also reserves his position on

paragraph 4, on lines similar to the delegate of Lebanon.
Paragraph 5? Paragraph 5 agreed. I take it Article 33 is

agreed.

I am sorry to inconvenience the Committee, but it is

necessary for me to ask your permission to re-open Article 18

for a moment, as I wish, speaking as the Australian delegate,

to make a statement on this, and I would like to ask the Deputy

Chairman to take over or a minute or to while I do so.

(The Vice-Chairman then took the Chair)

MR. COOMBS (Australia): Mr. Chairman, this Article has given the

Australian delegation a considerable amount of concern. I should

say that so far as the general principle embodied in this Article

is concernedwe are in agreement with it. The Australian Govern-

ment as a part to the Mutual Aid Agrement in which it did

accept quite definitely an obligation to enter into mutually

advantageous negotiations directed towards the substantial

reduction of tariffs and the elimination of preferences. That

obligation the Australian Government ill carry out to the full,

and it was necessary for me, therefore to look at this Article

in the light of the previous undertaking which the Australian

Government entered into in connection with preferences, and this

raises the rather vexod question,which occupied so much of the

time of the Sub-Committee, of the word "automatically", embodied

in Paragraph l(b) of the Article.

It is necessary for me to say that we do, feel, after very

careful thought on this matter, that the word automatically"

is in this context inconsistent with the general principle that

the negotiations should be reciprocal and mutually advantageous.

Generally it may be correct that an automatic reduction of the

margin of the preference by the amount of the reduction in the

most-favoured-nation rate --ould be reciprocally and Mutually

18.
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advantageous, but it is conceivable that in some circumstances

such a reduction would not be mutually advantageous. Perhaps I

should add that it is a matter of fact that our ocn national

interests in this matter ould not be seriously impaired by the

acceptance of the rule. Most of the commodities on which wo

receive preference are on free entry or very lor rates of, duty,

so that the only -ay in which a reduction could operate would be

substantially in the same way as if it were automatic. I make,

that point to emphasise that I think is important - that our

feeling about this word is not based solely upon an attempt to

protect certain advantages which we enjoy at present and does not

in any sense indicate an unwillingness to carry through to the

full the undertaking we have already given elsewhere to agree on

action to eliminate preferences. But we do feel that if negotiat-

ions are in fact to be reciprocal and mutually advantageous, then

the parties to that negotiation must be free to engage in the

ncgotiations in ways which are determined in the light of the

circumstances of the case and in which there is no prior determina-

tion as to the nature of the bargain which they reach. The bargain

should be one freely agreod upon by both sides, without any

necessary prescription in advance as to the nature or form of

that agreement. The inclusion of thc word does to us, therefore,

I confess, rather suggest an inconsistency --ith what appears to

us to be the basic principle that the negotiations concerned

should bemutually advantageous. That is the position which r:c

feel it absolutely necessary to state.

I have given very great thought to the question of whether

we should, in the light of/these views, reserve our position on

this matter. Naturally, of course, our agreement to any part

of the Charter is tentative, as is the agreement of any other

Delegation here, and is not binding on our Governments, but on

19.



some oints it has been necessary for Delegations to make a special

reservation in connection with particular items, and such a possibility has

given us a good deal of worry. I would like to say that -ve have felt, in

considering this, that we would be unwilling to make reservations on particular

point, unless they axe of absolutely overwhelming importance, without the

consideration not mercly of thc contcxt of that particular point, but a considera-

tion of the Drarft Report and Draft Articles as a whole, and here I feel when wo

look at the Charatcter as whole, at any rate, that it is a substantially

broader and wisher document that it was when it appeared at this Conference,

and that the Report does take many factors into accout which are to us and

to other delegations of very great importance.

20.
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While I, therefore, would not like there to be any doubt about the

feelings of the Australian delegation on this point, that it is our

absolute conviction that the negotiations contemplated under Article

18 should be in the most complete and unequivocable sense reciprecal

and mutually advantageous, we have decided that it would be ungracious

of us to make a specfic reservation on this matter, in view of the

very substantial progress which we feel has been made at this Confor-

ence on matters of greater importance to the Charter as a whole.

Thank you,Mr Chairman.

THE VICE-CHAIRMAN: Thank you, Before Article 18 is finally adopted, may

I ask if any delegation wants to make any comments after the declaration

of Dr. Coombs?

Mr JOHNSEN (Now Zealand): Mr Chairrman, in the light of what Dr. Coombs

has said, I feel that as far as the New Zealnd delegation is con-

cerned, it must associate itself with hisremarks. We would feel, too,

that negotiations on a matter like this should be carried on on a basis

where there should be from opportunity to negotaite as to what con-

cessions should be, They are on a mutually advantageous basis, and

tha.t is the real test. If I might at this stage bring, the matter up

again, I would ask, therefore, that these two amendments to the report

might be amended by saying, that one delegation was supported. by another.
These words "supported by another" might be added. I do not know whether

that is possible.
Mr Van DE POST (South Africa) South Africa associates itself with the

previous speakers.
HE VICE-CHAIRMAN: As I understand, there is no formal reservation, but

there are only certain remarks to be Included in the report made by

one delegation supported by two others.

r HELMORE (UK) : Mr Chairman, I am not entirely sure whether we are quite

clear what is going to happen to the remarks just made by Dr. Coombs.

I really would like to ask for my own edification, inwhat document

and in what words is his statement going to be recorded or referred to?

HE VICE-CHAIRMAN: I think we should try to have the statement of Dr.

Coombs, which no doubt wilI be in the verbatim records, looked into
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now once again by him and the other delegations which have associated

themselves with him, and then include It in our report in the same way

as we had the remarks of other delegates included in the report

which you find here, In our draft report.you will find certain remarks.
We have added a few more in the addendum nlper which is with it; and

I thank we ought to do it in the same way here, to make it the whole

report of Committee II on Procedure and certain Articles of this

Charter.

Mr HELMORE (UK) Mr Chiairman,. that is not what I understood; from Dr.
would

Coombs speech. Obviously a speech made here appear in the verbatim

record and no doubt will appear in the summary record summarised. I

am simply asking for information, but I did not understand that Dr.

Coombs wanted any reference made to this in their, report of Committee II

which is going to be published I would like to ask him, lf I may, just

how he wishes this to be handled.

Dr. COOMBS (Australia): Mr Chairman, I think my point willbe met If my

remarks are recorded in the verbatism. records. As I said, I do not wish

to make a specific reservation on this matter, and., having looked at

the present draft of the, report, I feel this that the inclusion there of

the substance of what I said would practically amount to a reservation,

which, for the reasons I have stated, I do not wish to make, I am

satisfied, therefore, Mr Chairman,if my remarks are recorded in the

verbatim- record.

Mr HAWKINS (USA): Mr Chairman, I should just like to say that I appreciate

very much the attitude taken by MrCoomos and his New Zealand and

South African colleagues. I know the difficulties presented, and this

particular point is of very great importance to us. I should just

like to assure Dr. Combs and, the Australian, South African and New

Zealand delegates, that is our firm intention that even with the

rule, the negotiations will be, so far as we can possibly make them,

on a mutually advantageous basis.

THE VICE-CHAIRMAN: May I take it that the delegates of New Zealand

and South Africa will follow Dr. Cooms solely with the inclusion of

the remarks In the report - let me say, the records of our proceed-

ings,
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Mr JOHNSEN (New Zealand): Yes, Mr Chairman, 1 think I wish to make no

reservartion,but just to make that observatlon; and, if I may, I

would like also to support the previous suggestion made in connection

with Article 18 which appears on page 4. I do not know which delega-

tion was responsible, I assurance it was the Australian delegation,

But when the matter was discussed originally, I supported it in

Committee; so I would like my support recorded again.
HE VICE-CHAIRMAN: It is not coustomary in our reports to mention the

delegations, but I may state here lt was not the Australian delegation
who made these remarks, I do not think the delegation present who

made it has any objection to it being mentioned here.

Mr JOHNSEN (New Zealand): In regard to preferential systems, page 1?

Mr. COOMBS (Australia) : I think Mr Johnsen is confusing. That is a record

of a point made by a member of the Subcommittee. I think the remarks

by the Australian delegation which Mr Johnsen has in mind were made

in the Plenary Session. Australia was not a member of the Drafting

committee.

THE VICE-CHAIRMAN: It is included in the report of the Subcommittee as

such. So that we shall not associate you with that remark in the

report of the Subcommittee: it will be nerely one delegation supported

by another.

Mr VIDELA: (Chile): I wanted to ask a question. I saw that the word

"automatically" is also applied in other Articles, I think on

quantitative restrictions, and I would like to make it clear that Mr

Coombs referred to eliminating margins of preferences but not including

in his reference the system of quotas, because that question of quotas

was absolutely set aside in this part of the Charter, and here the

word "automatically" is referring only to tariffs and margins of

preferences among tariffs exclusively. When we discuss the word

"automatically" in the other part of the Charter, we would refer to

quotas,

(At this point Dr. Coombs took the chair.)

THE CHAIRMAN: The understanding, of the Chileam delegate of this is quite

correct: Article 18, with which we have been dealing, does not

deal with quota preferences. I am not quite sure whether it is23.
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complete, but there is in process, shall we say, a report from the

Subcommittee set up for thepurpos, of dealin; with quota preferences

which will core before this Committee I hope today.

Mr HELMORE (UK): Perhaps I might ask you, Mr Chairman, at what piont you

suggest that should be taken. For our part, we would think it would

appropriately appear as an additional paragraph or paragraphs in the

reoprt on Article 19.

THE CHAIRMAN: Is that report now finalised?

Mr HELMORE (UK) Mr Chairman, I think the short answer to that question

is No.

THE CHAIRMAN: Then in that case we cannot deal with it new. That com-

pletes the examination of the Articles covered by the Subcommittee on

Procedures, Could we turn now to an examination of their report?

This parallels very closely the actual Articles, and it should,

therefore, be possible for us to deal with it fairly promptly, The

first section is: "A. Submission of Revised Articles of Draft

Charter" . That is a formal statement of the work covered by the

Drafting Committee. Is there any comment on that paragraph? I take

it that is agreed. I suggest that we readthose aloud in paragraphs,

to make sure that everybody is fully awareof their content. I ask

the Rapportour to road paragragaph 1. (This was read.)
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THE CHIRMAN: Pararagraph I has been road. Is there any comment on paragraph 1?

If not, I take it it is agreed. (Agreed.)

Paragraph 2, "Changes recommended in Article 8." (Paragraph. 2 was road

as far as the words "from Article 9" in the eight line on page 4.) Are there

any comments on that part? If not, I take; it it is agreed. (Agreed.)

We now have the heading, "Temporary exceptions from most-favoured-nation

clause". (The report was read as far as the words "(see section B of this

report, below)" onpage 5.)

MR JOHNSEN (New Zealand): Mr Chairman, I think the arrangement.in E/PC/T/C.II/57.Corr.1

should be included there, that is, the paragraph that I suggested might be amended

to read, "One Delegation, supported by another... "

THE CHAIRMAN: I think that comes under Article 18, does it not?

MR JOHNSEN (New Zealand): It refers to page 4 of this document.

THE VICE-CHAIRMAN: The answer is in the affirmative.

THE CHAIRMAN: Is there anything further on these paragraphs? If not, I take it

that these paragraphs of the report are agreede. (Agreede.)

"Article 18 (Deduction of Tariffs and Elimination of Preferences).

1. Statement of principles". (The report was read as far as the words "by the

additional rule suggested" on page 6,) Are there any comments on this first

paragraph, No.1? If not, I take it it is agreed. (Agreed.)

"2. Changes recommended in Article 18. " (The report was read as far as the

words "on State Trading" on page 7.) Are there any comments here? if not,

I take it that is agreed. (Agreed.)
"Paragraph 1, Sub-paragraphs (a), (b) and (c) - rules governing

negotiations." (The report was read as far as the words "used in applying this

rule" on page 8.) Then we have the amended sentence: "One delegation thought

that the rule should not operate automatically, but that Members should be free to

negotiate for a reduction in the preferential rate as well as in the most-favoured-

nation rate, provided that the margin. between the two negotiated rates is smaller

than that existing on a (prior) date to be agreed upon." That would need to

be amended, to meet the New Zealand delegate' s point, to say "Two Delegations

thought". That is to provide for the inclusion of New Zealand. Am I correct in

understanding that the South African delegation wishes also to be associated with

that statement? 25.
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MR van der POST (South Africa): We were not represented in the Sub-Committee, but

we would like to be associated with it, Mr Chairman.

THE CHAIRMAN: We could have it amended.

MR van der POST (South Africa) : As far as this Committee is concerned, we associate

ourselves with it.

THE VICE-CHAIMAN: I asked the Question spcially. There were two questions we

discussed. One was the declaration of the Australian delegate, with which the

delegates of New Zealand and South Africa associated themselves. The other was

the point as read here, and I asked an hour ago whether there were any others.

associated with it and, as far as I understood it, it was only the New Zealand

delegation. Do I understand correctly that you now wish to join with this?

MR van der POST (South Africa): Not at this moment, Mr. Chairman.

THE CHAIRMAN: Then we Will alter it to read "Two delegations thought..."
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"(c) An additional rule has been included, as sub-paragraph (c) of

paragraph 1 of Article 18, which provides that during the negotiations

the binding or consolidation of low tariffs or of tariff-free treatment

shall in principlebe recognized as a concession equivalent in value to

the substantial reduction of high tariffs or the elimination of tariff

preferences. " Is there any contexton those paragraphs. I take they are

agreed. (Agreed)

THE RAPPORTEUR: "The Sub-Committee also considered the question as to

whether a rule should be inclucded in Article 18" (reading to the words)

"and the general grant of most-favoured-nation treatement.,"

THE CHAIRMAN: Is there any comment in these paragraphs? I take it then they

are agreed? (Agreed).

Paragraph. 3 - "Withholding of tariff benefits from members of

the organization which fail to carry out obligations for the reduction

of tariffs and climination of preferences. Several change have been made
in the original draft of thisparagraph" (reading to the words) "including

the Chapter of the Character relating to Economic Development" Is there

any comment on these paragraphs? There is a suggested addition, which

was agreed yesterday by the Drafting Sub-Committee, to be added at the

end of this page. It roads as follows: "References is made to the message

submitted to Committee II by the Joint Committee on Industrial Development

(E/PC/T/C.I&II/18) in which it was requested that a suitable provision

be included in Article 18 whereby the Organization whigh considering the

contribution which a Member canmake to a reduction in tariffs, take

into account the height of the tariffs of that member, and the need, if

any, of that Member to use protective measures in order to promote in-

dustrial and general economic developements. Thechanges in Article 18

described under (a) and (c), above, take into account these suggestions made

by the Joint Committee." Is there any comment on these paragraphs?

MR VIDELA (Chile): Mr Chairman, I am sorry to interrupt, but I find a doubt

hare, on. page 9, six -lines from the top, where it says: "At the same time

it was recognized that, in accordance with the plan for conducting tariff

negotiations among the members of the Proparatory Committee, those
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countries would not be called upon to subscribe to the most-favoured-

nation and quota provisions until selective tariff negotiations had

been completed. " I find myself in a doubt here, because, supposing that

a country does not wish to make a reduction of tariffis unless it gets

an elimination or quotas or a reduction of quotas,that member will be

compelled to do that, or otherwise may be accused before the Organization

by a country which was asking for a reduction of tariffs. I think there

is something unconnected here. I think, when you say "consider a reduction

in the height of tariffs in return for binding and low tariffs and

quotas," it should be "or the elimination of quotas," or "the elimination

and reduction of quotas," because I have assumed that were will have

negotiations on quotes and tariffs. I mean, I do not see why the member

benefiting from the quotas should have the r'i-ht of waiting until the

question of tariffs has been dealt with.

THE CHAIRMAN: I think the point is that the provisions relating to quotas

eliminate those quotas without negotiations; they are an absolute obli-

gation on the members, 'and this provides that they are not expected to

accept those until the same progress has been made in relation to

obligations and tariffs.

THE RAPPORTEUR: Yes, that is the point; and, of course, it would apply in

reverse: that before you were expected actually to put into effect, the

tariff reductions which have been worked out by a process of negotiation,

you would see that the resulting agreement contained an adequate provision

for dealing with quotas. It is merely a matter of timing, that each country

concerned in these spring negotiations would see exactly the benefits that

he was obtaining from the agreement as a whole before he would be asked

to put the agreementinto effect.

MR VIDELA (Chile): I would like to see in this paragraph some addition to

clear up that point, and put on record the interpretation given by our

Rapporteur of this paragraph.

THECHAlRMAN: I suggest that we note the point submitted by the delegate of

Chile. I think I am right in saying that the interdependence which he

wishes to have established between the tariff negotiations and the coming

into effect of the limitations on quotas is very clearly set out in the
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document on proccedures. I suggest we note his point at this stage and,

if, after we have dealt with the document on procedures, he feels that

the position is still in my doubt, we will return to this point then.

MR VIDELA (Chile): Thank you.

MR VAN DER POST (South Africa): Mr Chairman, on a point of order, before

you need to the next Article, in conncetion with the question you put to

me, about the New Zealand 'reservation or observation on paragraph 1 (b), I

was under a misunderstandingat the time when I gave you a negative reply.

I should be glad if you could have it recorded that we support New Zealand

in that observation.

THE CHAIRMAN: So that "one delegation" should read "threc delegations." Thank

you. Is there anything furtlher on these paragraphs? I take it, then, they

are agreed? (Agreed).

Article 29,Emergency action in respect of Imports of Particular

Products.

THE RAPPORTEUR: "Statement of principle. The Sub-Committee is in agreement

with the principle" readingi to the words) "and to the possibility of

counter-action by other members in the event of the abuse of the right."

29.
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THE CHAIRMAN: Any comment on this paragraph? I take it that is

agreed.

(Paragraph 2 -as then read do n to the words
" following upon the taking of such action".

THE RAPPORTEUR: It should then road:-

"Two delegations question the desirability of
permitting action under the Article without prior
consultation even in emergeney circumstances. One
of these delegations also proposes" etc.

(Remainder of paragraph read)

THE CHAIRMAN: Any comment on those paragraphs? I take it then that

Article 29 is approved. No Article 30.

(Paragraph 1 read)

Any comment on this paragraph? I take it it is agreed.

(First paragraph of Paragraph 2 road)

Any comment on this paragraph?

(Paragraphs in square brackets then read)

In the draft before the Committee those paragraphs are in square

brackets. I understand that those square brackets have been

removed and the paragraphs no- stand as part of the draft Report

submitted by the Sub-Committee. Any comment on these paragraphs?

I take it that they are agreed.

Article 33.

(Paragraph 1 read)

Any comment on this paragraph? I take it it is agreed.

(Paragraph 2 read)

I presume it would be necessary to include here reference to the

reservation made by the delegate for Lebanon, with which was

associated also the delegation of Brazil.

Any other comment on these paragraphs? I take it then that

the Report on Article 33 is approved.

"B. Submission of Report on Procedures for Proposed Multi-

lateral Trade Agreement Negotiations."

(The paragraphs under this heading were read)
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There are a number of changes in that text, which, if

delegates wish to embody them in the text they have in front of

them, I will road out. In line 5 of the first paragraph, after

the words "Preparatory Committee, the following words should be

inserted "pursuant to Article 18 of the Draft Charter and". The

sentence would then read:-

"The Sub-Committee has prepared for the consideration of
Committee II, in accordance --ith its assignment, a report
setting forth recommended. procedures to be followed in
connection -:ith the negotiations regarding tariffs and
preferences to be conducted among the members of the
Preparatory Committee pursuant to Article 18 of the Draft
Charter and in accordance with the Committee's Resolution
of_ _ _."

In line 4 of the last paragraph, after the words "bilateral

tariff agreements", there should be inserted these words:-

"or agreements limited to a small group of countries the
benefits of which are generalized under the operation
of the Most-Favoured-Nation clause".

The second last paragraph should be amended to read:-

"It is believed that the text of the Report will be
largely self-explanatory. It may be noted, however,
that the paragraph in the Report which points out the
importance of avoiding new tariff measures which would
tend to prejudice the proposed negotiations is not,
of course, a legally binding obligation such as might
prevent countries from introducing tariff changes
regarded as urgent"

Is there any comment on these paragraphs?

MR. KUNOSI (Czechoslovakia): I have a question to ask, Mr. Chairman.

THE CHAIRMAN: I suggest that --e adjourn and take the discussion after

lunch, whcn I will call upon the delegate for the United Kingdom.

The meeting is adjourned and will reassemble at 3 p.m. I shall

be grateful if members will be on time.

The Committee rose at 1 p.m.

(For Verbatim Report of afternoon session see
E/PC/T/C. II/PV/12 - Part .2.)

E/PC/T/C. II/PV/12
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Thc meeting resumed at 3 p.m..

THE CHAIRMAN: Immediately before lunch we read over Section B, the submission of

a report on procedures for proposed multilateral trade agreement negotiations and

the various amendments to the original draft adopted yesterday by the Sub-Committee

on Procedures were read out for the benefit of members. The delegate for the

United Kingdom had indicated a desirie to comment on this section of the report.

MR HELMORE (U.K.): Mr Chairman, mine is a very simple point. It relates to the

last paragraph but two on page 15, where we refer to the final published report.

All I want to do is to remove the word "published", because it is generally

established that the final report is to be published, and if we insert the word

"published" here we might create awkward questions as to what is not published.

THE CHAIRMAN: It is proposed to delete, in the second paragraph of this section of

the report, in line 5, the word "published", so that the line will then read

"is intended for adoption as part of the final report of the Preparatory Committee."

Is there any objection to that amendment? I take it, then,that it is agreed.

MR KUNOSI (Czechoslovakia): Mr Chairman, I wanted to ask a question. I would like

to know which is the delegation which asks for bilateral tariff agreements.

THE CHAIRMAN: Can the Rapporteur advise us which was the country represented on the

Sub-Comittee which asked for bilateral agreements?

THE RAPPORTEUR: Yes, I think there is no difficulty with that: it was the delegate

from India.

THE CHAIRMAN: He does not appear to be here at the moment. Does that answer your

.question?

MR KUNOSI (Czechoslovakia): Yes.

THE CHAIRMAN: Is there any further comment on this section of the report? May

I take it, then, that Section B is approved?

That completes the approval of the Report of the Sub-Committee on Procedures.

Before passing to the second stage of our work, there -is a point that I would like

to raise. This report differs in structure in certain respects, which do not in

any way affect the content, from the form in which the reports of certain other

Committees have been prepared. I think you will agree that it is desirable, in

view of the publication of the report subsequently, that all sections of the

report of the Committee should be in relatively uniform style and form. I

suggest to the Committee that they authorise thc Rapporteur for this Sub-Committee

to make such changes in this report as are necessary to make it conform in
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structure to the agreed form for the report of the Committee as a whole, on a

clear understanding that no changes are made in anything but form of presentation.
That will be of very great assistance to me and, I know, to the Rapporteur in

preparing the combined report for Committee II for presentation to the plonary

session. Does any delegate wish to comment on that suggestion? Can I take it,

then, that thc Rapporteur, in collaboration with the Chairman, is authorised to

make such changes of form as are necessary to make this report conform to the

general structure trend upon? . . . Thank you.

MR HELMORE (U.K.): would you allow me to raise one point on the report we have been

considering?

THE CHAIRMAN: Yes.

MRHELMORE (U.K.): We did say this morning, that we thought the right place to deal

with the question of quota preferences which has been, as you know, the subject of

consultation between the delegations immediately affected, would be in the section

of the report dealing; with Article 19. It has been pointed out to the United

Kingdom delegation by one of the delegations concerned that as the matter at issue

is recall the fact that these are preferential arrangements it would be better to

insert whatever passage is ultimately agreed upon in the appropriate place in the

report dealing with preferences. I have not yet the words agreed (in fact, some

of the other delegations concerned will, I an afraid, have heard of this chance

from me now as I speak) but might we pass the report we have just passed

subject to the insertion in the appropriate place of whatever passage is agreed

upon - if we do agree upon it - when I am ready to bring it before this meetings?

THE CHAIRMAN: I think; it is clear that we are anticipating from the Sub-Committee

a report on the way in which the Committee should deal with what have been

described as quota preferences. If, as a result of that report, it appears

appropriate to add something- to the report dealing with Articlc 18 or to Article

18 itself, it would be competent for the Committee to re-open this section

of the report in order to make such an addition. Can I take it, then, that it is

agreed that when the report from the Sub-Committee dealing with -quota Preferences

is considered it will be open to us, if we so decide, to add something to the

report or to the Article dealing with the subject matter of Article 18?

MR VIDELA. (Chile): I opened this question this morning, and whenI said that it

will be clearly understood that Article 8 and Article 18 refer only to tariffs,

I meant that that quota preference will not be dealing with Article 8, and I think

I said this as every tine I have raised this question in the Procedures
33
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Sub-Committee I have been told that this Committee was only referring to questions

of tariffs; and now, at the least moment, I could not accept this proposal, and I

must point out that I will be willing to discuss this matter under quantitative

restrictions, .as was always understood.

THE CHAIRMAN: It is not suggested now that this question should be dealt with in

a particular way; no suggestion is put forward as to that. we have not yet

received the report. The only point that has been raised is that it is, possible

that the form of that report might suggest that the question should be dealt with

in this part of our report, It may, on the other hand, suggest that it is proper

to deal with it under quantitative restrictions, and it would be clearly open to

the delegate for Chile, when the report is received, to suggest that the appropriate

place to deal with it is in the section of the report dealing with quantitative

restrictions. The only point that we are concerned with here is that we do not

so close consideration of the sections of the report with which we have dealt this

morning that it would not be possible, if the Committee decided that it was

desirable so to do, to re-open it for the purpose of including something relating

to quota preferences. We are not attempting to pre-judge the issue of where it

shall be dealt with. It seems to me that that can only be answered when we have

received the report, and not until then.

Can we pass now to the question of our next business? We have also from the

Sub-Committee on Procedures a document outlining the report of that Sub-Committee

dealing with procedures for giving effect to certain provisions of the proposed

I.T.O. Charter by means of a general agreement on tariffs and trade among the

members of the Preparatory Committee. We also have, I think, ready for con-

sideration a report of the Sub-Committee on Quantitative Restrictions. It would

normally have been our practice, I think, to deal now with the Memorandum on

Procedures. One delegation at least has asked me that we deal with the

quantitative restrictions provisions this afternoon in order to dispose of then

before delegations who are interested depart; but the matter is entirely in the

hands of the Committee. We have before us a report on Procedure and we have or

could have before us the report on Quantitative Restrictions. Which is it your

wish that we should deal with?

MR KUNOSI (Czechoslovakia): Mr Chairanm, I do not see any reason why the report; on

Quantitative Restrictions should have any kind of priority over the report on

Procedure, which is a more urgent matter than the other.
MR MELANDER (Norway): The report of the Sub-Committee on Quantitative Restrictions

and Exchange Control has been received just before lunch, and I think many delega-
tions would like tine to study it before we discuss it.34
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THE CHAIRMAN: I take it then it is the wish of the Committee that we

should proceed now with our consideration of the Report on Procedures.

MR HELMORE (UK): Mr Chairman we are quite roadytoproceed with the pro-

cedural memorandum if that is the wish of the Committe - in fact, I might

make it clear that it was not the United Kingdom which asked for

Quantitative Restrictions to be taken now - but if we are going to do

Procedures now, then the United Kingdom would like to seek the indulgence

of the Committee not to have th Quantitative Restrictions Report taken

tonight, but that we should take it tomorrow morning. I do not think

there is any imposition of an extra burden on this Committe in men-

tioning a meeting tomorrow morning, because, when I look at the quantity

of paper which this Committee has to get through, with Subsidies, State

Trading and Non-Members, I cannot reallybelieve that I am asking for

any more than a small rearrangement of business, which I freely confess

is to meet the convenience at any rate of myown delegation, and I hope

that we have not ben too troublesome inthe past in making such requests.

MR MELANDER (Norway): Mr Chirman, I would like to support the suggestion

of the delegate of the United Kingdom.

MR VIDELA(Chile): Mr Chairman, there is one point I wish to put forward

here and it is this, that if we are going to discuss Quantitative Restric-

tions now I shall not be able to take part as regards this particular

point concerning at preferences, because yesterday I was handed an

absolutely different draft from this draft which was sent to me by the

United States delegation,and I have not had time to discuss it with

them. Therefore, that report is not finished, and if you will allow me

until tomorrow I shall by then be in a position to put forward the

Chilean ppint of view.

THE CAIRMAN:It seems to be generally agreed that for a number of reasons

it would be desirable to proceed with ouroriginal intention to discuss

the Memorandum on Procedures.

MR HELMORE (UK): And Quantitative Resrictions tomorrow, Mr Chairman?

THE CHAIRMAN: Is it agreed that we should defer consideration of Quantitative

Restrictions until tomorrow? (Agreed).Wewill consider, later in the

afternoon, when we see what progress we make with this document, whether
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it is desirable to meet tonight to finish this document or to deal with

the other matters before the Committee.

MR DUPARC (Belgium) (Interpretation): Mr Chairman, May I know who the

results of the work of thc Sub-Committee on Technical Matters will be

examined?

THE CHAIRMAN: The report of the Technical Sub-Committee was adopted at the

last session of Committee II, which I think was held yesterday or the day

before, and I on afraid it has been adopted I must confess that it may

come asasurprise to some people to hear that the work of Commiitte II

ever reaches finality in any of its phases!

MRHELMORE (UK): As the question of the work of the Technical Sub-Committee

has been raised, and as this Committee did adopt the Report, but also

since this Committee decided not to publish the report, we are faced with

the problem of what we are going to put in the Report of this Committee

in its published version. Clearly some paragraphs will have to be prepared.

Timeis creeping on. I do not know whether you think it a wise idea that

someone familiar with the work of the Technical Sub-Committee, but

perhaps not too deeply committed to it, should be asked to prepare three

or four paragraphs which could be included in our plublished report, so

that this Committee would have a chance of considering it.

THE CHAIRMMAN: May I suggest that we ask the Secretary of the Technical Sub-

Committee to prepare a draft paragraph or paragraphs covering the previous

decision of Committee II which could consider for incorporation in the

draft report. Is that agreeble? Will the Secretariat note to bring that

forward, as soon as possible?

MRVIDELA (Chile): Mr Chairman, for the convenience of our delegation, I

would like to ask whenyou are going to discuss the question of State Trading,

because there is a special report on this subject?

THECHAIRMAN: I understand the report on State Trading has just been dis-

tributed. I would suggest, for the consideration of the Committee, that

we leave the question of the programme while we proceed with the consider-

ation of this document, and during that tine I will ask the Secretariat

to work out a rough timetable for consideration of the remaining
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reports which still have to come forward to this Committee, and that when

they have been prepared we should put then before the Committee and see

whether they are agreeable?

MR VIDELA (Chile): I only wanted to explain a little more about this question

of the Sub-Committee on Meat. I should like to emphasize that Mr Shackle

furnished with a draft yesterday on this subject, and now I have just

received another draft , and I hope that it will be the last.

THE CHAIRMAN: Don't we all.

MR VIDELA. (Chile): I want time to consider it and time also to receive my

instructions.

THE CHAIRMAN: We will see that a message is conveyed to the Sub-Committee

asking them to expedite their labours.

MR VIDELA:, (Chila): I shall ask again, within the next twenty-four hours,

because on previous occasions when I have raised this matter in this

Committee, in the Sub-Committee.on State Trading and also in the Sub-

Committee on Procedures, I havebeen told that the question was going to

be discussed by a small Sub-Committee, and then, at the last moment, I

received this document, Mr Chairman, and when I heard that it was going

to be discussed this afternoon I found that I was unable to assist the

Committee or to take part in the discussion.

THE CHAIRMAN: We will do what we can to see that you get as much notice as

possible of the final draft before its discussion. May we now proceed to

a consideration of the document on Procedures?

THE VICE CHAIRMAN: On a point of procedure, I think it is very useful, and we

very much welcome it, that we can now proceed with this report; only there

may be sometimes need for some clarification of certain points from the

Chairman of the Sub-Committees on Quantitative Restrictions and on State

Trading. I take it they would be permitted to give those explanations

where such might be needed in order to facilitate the Committee's understandi

of this document.

THE CHAIRMAM: Would the Rapporteur care to make any general comments on this

document before we consider it in detail?

THE RAPPORTEUR: No, I do not think so, Mr Chairman; I think it would be better
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to Go throught it.

THE CHAIRMAN: Then let us take it paragraph by paragraph. Would the Rapporteur
road the first paragraph?

THE RAPPORTEUR: "Introduction. The Preparatory Committee has agreed" (reading
document E/PC/C.II/PV58) to the words: "because of the assurance afforrded as

to the implementation of the tariff provisions."

THE CHAIRMAN: Any comment on the introductory paragraph?

MR JOHNSEN (New Zealand): A very small point. I would like to know what is

meant by the "spring of 1947." I think we have a rather different idea of

it in the Southern Hemisphere!

THE CHAIRMAN: A very proper comment, if Imay say so.

THE VICE CHAIRMAN: I suggest we put inhere simply "to be hold in Geneva

starting on the 5th April, 1947."

THE CHAIRMAN: "in April, 1947."

MR BLRDUC (France) (Interpretation) "to take place in the second quarter of

1947."

THE CHAIRMAN: I think it has been agreed that April should be the date of the

meeting, through presumably that is subject to review, but I suggest it

would meet the point if we said April. Is that agreed? (Agreed)

MRKUNOSI (Czechoslovakia): Mr Chairman, the last sentence, "and the

general. international conference would be in a position to adopt the

Charter because of the assurance afforded as to the implementation of

the tariff provisions. " It seems to me that it is rather too much to

my that the international conferencewould be in a position to "adopt

the Charter because of the assurance afforded." Do not you think that

is now rather exaggerated?

THE CHAIRMAN: I am sorry, but I did not quite catch the point. Will you

repeat it?

MR KUNOSI (Czechoslovakia): Here it is said that the general international

conference "would be in a position to adopt the Charter because of the

assurance afforded as to the implementation of the tariffs provisions." .It

seems to be that is rather an exeggeration.

THE CHAIRMAN: It might perhaps be put round the other way, "the assurance
38.
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afforded as to the implementation of the tariffs would assist."

MR KUNOSI (Czechoslovakia): Yes.

THE CHAIRMAN: Or, alternatively, the Rapporteur suggests "the general

international conference would be in aposition to consider the Charter

in the light of the assurance. " I sugest we adopt the Rapporteur's

wording. would that meet your point?

MR KUNOSI (Czechoslovakia): Yes.

THE CHAIRMAN: Is that agreed? (Agreed). Is there anything else on paragraph 1.

I take it that paragraph 1 is agreed. (Agreed).

Paragraph 2: "Proposed negotiations among members of Proparatory

Committee. The results of the negotiations among the member of the

Preparatory Committee" (reading to the words), "which follow may be useful

as a guide to the negotiations." Is there any comment on this paragraph.

May I take it that it is approved? (Agreed).

Paragraph 3: "General Objectives."

THE RAPPOTEUR: ".An ultimate objective of the Draft Charter, claborated in

article 18" (reading to the words) "having regard to theprovisions of the

Draft Charter as a whole."

N. fols. 39.
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THE CHAIRMAN: Any comment on this paragraph? I take it that is agreed,

we no. Cometo "GENERAL NATURE OF NEGOTIATIONS"

(First two paragraphs read)

Any comment on these two paragraphs?

MR. VIDELA (Chile): Mr. Chairman, this morning I raised a question

on the first paragraph which you have road. I think the general

nature of the negotiations does not refer to quotas, as I suggested

this morning, although the Rapporteur has referred me to page 13

of this same memorandum, the first paragraph,where it says

"These provisions would include Article 3 of the Charter relating

to most-favoured-nation treatment; Article 9 relating to national

treatment on internal taxation and regulation; Articles 19 through

22, relating to quantitative, restrictions.", and I think/to clear

up this matter there should be added here or in the Articlewe

were discussing this morning something covering the negotiations

on tariffs besides quotas. I do not know- if you -follow what I

mean?

THE CHAIRMAN: No, I am afraid I do not,

MR. VIDELA (Chile): Well, -Ieft this question open this morning

and one of the delegates suggested that this question would be

referred to when we discussed the memorandum, because it seemed

to him that the memorandum referred to this question that I raised.

THE CHAIRMAN: I am not quite clear what your original question was

this morning. I am afraid I have forgotten.

MR. VIDELA (Chile): The question is, this morning we were discussing

a point in relation to margin of preferences and tariffs, and I

pointed out that we should also need to make a reference to

quotas.

THE.CHAIRMAN: Yes. I think that is dealt with later in the document.

The point that the tariff obligations only. become operative at

the same time as certain obligations under certain sections of

the Charter, particularly those relating to, quotas,. etc., is.

dealt with later in this Report.
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THE RAPPORTEUR: Yes, sir, I think it is dealt with on page 13.

MR. VIDELA (Chile): I think it wouldbe more clear if, when we refer

to General Nature of Negotiations, we referred, also to that

particular question of how to deal with negotiation on quotas,

because Article 19 was referring also to quotas. It was covering

all these points.

THE CHAIRMAN: If you examine the Report on page 13, it says at the

top of/the page: "It is therefore proposed that the tariff schedules

be incorporated in an agreement among, the members of the Preparatory

Committee which would also contain, either by reference or by

reproduction, those general provisions of Chapter lV of the Charter

considered esseential to safeguard the value of the tariff concessions

These provisions would include Article 8 of the Charter relating to

most-favoured-nation treatment; Article 9 relating to national

treatment of internal taxation and regulation; Articles 19 through

22, relating to quantitative restrictions." Now your point, as I

see it, is quite clearly met there on page 13; that the tariff

schedules would not become operative except at the same time as

the Articles relating to quantitative restrictions.

MR. VIDELA: (Chile): The point I raised this morning is this, Mr.

Chairman: in page 9 of document 57 it says "At the same time, it

was recognized that, in accordance with the plan for conducting

tariff negotiations among the members of the Preparatory Committee

those countries would not be called upon to subscribe to the most

favoured-nation and quota provisions until selective tariff

negotiations had been completed.", and on the next page I road also:
"Under the revised draft, a country could bring a complaint before

the Organization in the event that another country failed to

consider reductions of high tariffs in return for bindings of low

tariffs."- I wanted to make it clear that negotiations may be based
on reductions of tariffs as .well as elimination or reduction of
quotas, and I was referred to the discussion on the memorandum I
think, that the first pararaph does not cover my point.

THE CHAIRMAN: As I pointed out to you, I think the point is
dealt with in the.first paragraph on page 13. If you do not feel
it is adequately dealt with there we could consider any alteration
or addition which you consider necessary.
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MRGUERRA (Cuba): I want to make an observation and it may meet the point of the

Chilian Delegate. In the dicussion in the Drafting Committee on procedure for

negotiations, originally the third line read "this means that no country would

be expected to grant tariff concessions unilaterally"' and it was the feeling

of the Drafting Committee to drop the word "tariff" and say only "to grant

concessions", in order that it would be possible in the actual carrying out of

the negotiations to include quotas or other methods of protection. So that I

think that having dropped the word "tariff", concessions of any kind may be the

subject of negotiations.

MR VIDELA (Chile): That is what I wanted this morning, Mr Chairman, so that is

quite satisfactory.

THE VICE-CHAIRMAN: Per haps we might meet the desire of the Chilean Delegate if we

add after "mutually advantageous" these words "in conjunction with action taken

with regard to quotas and other trade barriers", just to make it quite clear.

THE CHAIRMAN: But this refers only to Article 18.

THE VICE-CHIRMAN: We could put it in Article 19,

THE CHAIRMAN: If the Chilean Delegate feels that the point the Cuban Delegate has

made clarifies his position, I suggest we might leave it as it stands.

MR VIDELA, (Chile): If the interpretation given by the Cuban Delegate is going to

be on record I think that will be sufficient.

MR GUERRA (Cuba): That is in the records f the Drafting Committee, because that

was the reason for dropping the word "tariff"

THE CHAIRMAN: Is that right, Mr Leddy?

THARAPPORTEUR: Yes. It was agreed in the Drafting Sub-Committee to drop from the

first paragraph under "general nature of negotiations" on page 3 the word

"tarriff" before the "concessions". This means that no country would be expected

to grant concessions unilaterally, the point being thattariff and tariff preferenece

concessions would be granted and made effective in conjunction with the quota

and trade barrier provisions dealt with under ether articles. That was the

understanding.

Mr VIDELA (Chile): The confusion was because provision is made in Article 18 of the

Draft Charter, and we madeit clear this morning that Article 18 f the Draft

Charter was not referring to quotas. I do not possess the English language, but

I feel there is a confusion hero and I wanted that interpretation. If you add
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a reference to article 19 we shall be covered, but there is no reference hero

to Article 19. It is only article 18.

THE CHAIRMAN: I am afraid it would be very difficult to refer to Article 19 in that

first sentence, because there is a very real difference between the proposals

embodied in the Charter for the treatments of tariff and tariff preferences

and other trade barriers such as quotas. It is proposed quite definitely that

tariffs and tariff references will be reduced or eliminated respectively by

negotiation. It is proposed in relation to quotas that: they will be eliminated

without negetiation.

MR GUERRA (Cuba): Mr Chairman, I think there are two different questions here

that should be made clear. Article 18 refers only to tariff negetiations.

This is a memorandum on procedure;.which is mainly trying to explain the

procedure that will be followed in order to make these negotiations but in
in the

this memorandum we have this interpretation that / negotiations which do not

refer to tariffs it will be contemplated that it will be a practical question for

any country to raise this question of quantitative restrictions on other

things that affect their trade in exchange for a reduction of tariffs, so I

think it is clear that it is not necessary at all and will not be proper to

change Article 18 and yet it will bepossible on the procedural memorandum

if we make some change in the wording here if that is necessary; if not, only

making reference to the interpretation that I gave previously, that it will be

perfectly possible for any country in the tariff negotiantions to try to reach

bargains n the question of quotas and other things.
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Mr HAWKINS (USA): Mr Chairman, Iwonder whether there may not be some mis -

understanding among us on this point. It is not the intention that

in the product by product negotiations, next Spring, you would deal
with quantitative restrictions on a selective product by product basis.

Quantitative restrictions are dealt with under Article 19. Under

Article 19 they would be prevented, subjcet to the except ones listed

there. It seems to me that the relation between the two is this: that

in the negotiations nextSpring the reduction of tariffs would take

place on a product by product basis and countries which have quantitat-

ive restrictions could have in mind what is obtained in the tariff

reduction negotiations before they actually take the commitment to

abolish the quantitative restrictions. I think that is the purpose of

this.
Mr GUERRA (Cuba) : The only point I wanted to make clear is that it may

be Interpreted the other way round.
we

Mr VIDELA (Chile): The position as/left It this morning was quite

different, because this morning we approved of the suggestion that

a country need not subscribe to the most-favoured-nation quota pro-

vision until the tariff negotiations were completed, Therefore on

this wording I assume that If we are interested in the reduction

of quotas we have first of all to have negotiations on tariffs, and

after negotiations on tariffs are accepte we can discuss quotas.
THE CHARMAN: Simultaneously - at the same time.

Mr VIDELA (Chile); And then we have on the next page a provision as

to what is to happen in the event of a country failing to consider

reduction of high tariffs; but we may ask the other country to elim-

inate quotas and unless they eliminate quotas, we do not eliminate

tariffs. Then we will be punished by the Organisation because we do

not reduce our tariffs. I think what I am saying is very, clear,

What I want is to put the two positions on the same footing,

THE CHAIRMAN: I think I understand the po nt of the Chilean delegate.

I must confess I find, It very hard to understand why he does not feel

It is adequately met by the first paragraph on page 13.
Mr VIDELA (Chile): Because it refers to Article 18 only, and because

there are before us two interpretations of the word. "concession"
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I do not know how many interpretations it will have with different
countries - countries which are not in our discussions, The Cuban

delegate said that "concession" includes quotas. The American dele-

gate said: No, it is not including; quotas, because quotas are under

Article 19; we are not dealing with quantitative restrictions,

Then there is a concession referring to tariffs and low tariffs,
I think it is very important for us. To take an example, suppose we

bring to Great Britain apples after the agreement. We are not going

to reduce the tariffs on whiskey on that occasion, because of this

Article and because the Organisation may punish us because we do not

agree to reduce our tariffs. We may say to Great Britain: If you

allow us free entrance or more quota of apples or meat or any other

product for which there is a quota, we are going, to reduce tariffs to

you, I think it is very clear.

Mr.HELMORE (UK): MrChairman, could I have an attempt at dealing with
this question, As Mr Hawkins explained, there are two essential

sides to this bargain. One is a general arrangment about quotas

which are to be subject, if the nations agree, to the rules which we

have put down for consideration by this Committee in the Subcommittee

on quotas. On the other side are concessions on tariffs about which

we are talking now; and this morning on page 9 of the report of the

Procedures Committee we made it absolutely clear that the acceptance o:

the commitment resulting from the tariff negotiations depended on the

acceptance of the commitment about quotas and vice versa; and if any

country comes to the end of the simultaneous negotiations on both

those points and thinks there is not a fair bargain, then presumably

they will not agree to putting into effect the result of the tariff

negotiations and the other country wiIll not agree to the putting into

effect of the commitment about quotas, or vice versa, We are now

dealing with a memorandum which describes the procedure for tariff

negotiations, and if we are never to be allowed to deal with any of

the details about tariffs without also putting a reference to quotas,

I do not see how we are ever going to got on.. ("Hear, hear.")

Mr VIDELA (Chile): Then the only word that is here missing is the

expression "vice versa". That is the only thing I want in. I look

again and again but I do not see the words "vice versa". That is
45.
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your interpretation, but tomorrow or after tomorrow there may be

another interpretation, That is what I want - "vice versa" -

where you say: "At the same time, it was recognised that,. in

accordance with the plan for conducting tariff negotiations among the

members of the Preparatory Committee, those countries would not be

called upon to subscribe to the most-favoured-nation and quota

provisions until selected tariff negotiations had been completed",
and

the words "vice versa" should be added.

Mr HELMORE (UK): Mr Chairrman, if it would meet the Chilean delegation

and finish this point, I would like to return to page 9 of document

57. That is the report of the Procedures Committee, You see the

words about 5 lines from the end of the first section of that page:

-"most-favoured-nation and quota provisions until selective tariff

negotiations had been completed". There insert the words "and

vice versa".

THE CHAIRMAN: Will the inclusion of those words meet the Chilean point?

Mr VIDELA (Chile): Yes, Mr Chairman.

THE CHAIRMAN: Is that agreeable? That is agreeable. I take it that

the inclusion of those words on page 9 of the draft report of the

Subcommittee on Procedures is agreed to. Is there any further

comment on paragraph 1 on page 3 of the Procedures document? I take

it that it is agreed, Paragraph 2? Is there anything on paragraph

2? I take it paragraph 2 is agreed. Paragraph 3, (The paragraph

was read by the Rapporteur,) Is there any comment on these two

paragraphs? If not, I take it it is agreed. Next: "General.

Rules to be observed in negotiations". (Reading the paragraph,)

I think these have been substantially covered by previous discussions

Is there any discussion on this paragraph?

Mr TUNG (China): Mr Chairman, with reference to the views just

expressed by various delegations that in future tariff negotiations

an opportunity should be afforded to deal with quantitative restric-

tions, we suggest that in sub-paragraph (c) after the words "tariff-

free treatment", the words should be inserted "or the relaxation of

quantitative restrictions", so that the paragraph would then read:

"(c) The binding or consolidation of low tariffs or of tariff-free
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treatment or the relaxation of quantitative restrictions shall in

principle", and so on,

THE CHAIRMAN: I will ask the Rapporteur to comment on that suggestion
first.

THE RAPPORTEUR: Mr Chairman, that brings us back to where we were a few

minutes ago. In the report of the Subcommittee approved this morning

it states. that "The Subcommodittee also considered the queston as to

whether a rule should be included in Article 18 to the effect that

the elimination of quotas, on the one hand and the binding of

preference-free treatment, on the other hand, should be considered as

concessions equal in value to the reduction of tariffs or elimination

of preference"; and. then the report goes on to point out that this

question is really taken care of by the fact that quotas are to be

governed under the general rule and that tariff concessions of whatever

kind will not be put into effect until the general rule relating to

quotas is put into effect, I think it is the same issue as raised by

the Chilean delegate a few minutes ago, which is taken care of by the

amendment in the report suggested. by the delegate from the United

Kingdom.

P
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THE CHAIRMAN: The chinese suggestion is open to comment.

MR KUNOSI (Czechoslovakia): Mr Chairman, I think really there is no misunderstanding
here at all, especially after the clear exposition of Mr Helmore. I think if

anybody followed closely what he said and then what the Rapporteur said they

would know that this question should not really come up at all in our discussion.

There are certain conditions with regard to quotas dcalt with somewhere else,

and there cannot be any question-of relating the problem of quotas and the problem

of tariff reductions in this way as two bargaining matters on an equal footing .

If we turn back on what Mr Helmore and the Rapporteur have said we shall find our-

selves in the place where we started a few weeks ago.

MR MELANDER (Norway): I would like to support the statement just made by the

delegate of Czechoslovakia

MR BARADUC (France) (Interpretation): I would like just to say that I agree with

what has been said by the Czechoslovak and Norwegian delegates.

THE VICE-CHAIRMAN: A further objection to altering this is that we quote here

paragraph 1 of Article 18, so that any addition here would make the whole thing

very confused.

THE CHAlRMAN: I think it is clear that the suggestion is quite an important departure

in principle. As the document stands at present, thc reduction of tariffs and

preferences will be brought about by negotiation on an item by item basis as

the rules governing the use of quotas are to be provided for on a general basis.

he adoption of this amendment would make a definite change and it would suggest

that quota restrictions would be the subject of reduction or alteration as a

matter of bargaining on a commodity by coimmodity basis, and it therefore does

represent a substantial chancein the general purport of the document. In view

of the explanation that has been made, does the Chinese delegation wish to

sustain its recommendation here?

R TUNG (China): We still think that in future tariff negotiations the reduction

or relaxation of quantitative restrictions should have equal value in bargaining

with the reduction of tariffs, or the elimination of preferences.

THE CHAIRMAN: I think the Chinese delegate's point is a point of essential substance

and I think the only thing we can do. at this stage is to obtain the general views

of the meeting, so that it can be decided whether the Chinese delegate should

reserve his position on this or whether other delegations are in favour of it.

Are there any other comments on the proposal of the Chinese delegate?
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MRVIDELA (Chile):-The question as it appears to me is a very simple one. when I

raised this point in the Sub-Committee on Procedures I was told that it was only

discussing the question of tariffs; and when I raised it in Quantitative Restrictions

I was told that they had nothing to do with Article 18. Therefore I think this is

the moment, in this main Committee II, for the. resolution of this problem, because

this main Committee II is matching together the two sections. Therefore I support

the proposal of the Chinese delegation. Whether the chance should be in this

sentence or elsewhere I do not know - that is a drafting matter - but the principle

muist be dealt ;with hero, Where these two questions are being matched.

MRGUERRA (Cuba): Mr Chairman, I think we are getting into deeper trouble and

confusion about this. I think the general feeling of the Committee was that any

kind of negotiation about quantitative restrictions should be possibly made a

matter of bargaining within the process of tariff negotiations. I thought that

we had agreed on that and with the change which the United Kingdom delegate suggested

should be rade in the report; but now we are gonig deeper and depper, and I wonder

if it is necessary at all, from the point of view of the delegations which have

raised these points, to put in a rule to the effect that quantitative restrictions

will have an equal bargaining value in those negotiations, which are contemplated,

because a country may be confronted by the fact that during the war, under emergency

provisions, quantitative restrictions or even complete embargoes were put into

effect which were not at that time intended to be part of the negotiations or

arrangements with different countries. Those restrictions had an emergency

character end a temporary character, and if we are to put in now a rule of this

kind it will mean that we are recognising these emergency quotas imposed during the

war and giving a bargaining power to the countries which imposed them which was

never intended. I think it is quite proper to say that quotas put on in

normal times should be a matter of bargaining, but it is quite a different thing

to put in a rule that will amount to giving these countries with emergency quotas

something in return for dropping them. I think we should reflect on that.

R HELMORE (U.K.): Mr Chairman, the Committee were kind enough to accept a solution

which dealt with this point when it was raised on the previous paragraph and I

suggested .the words "'vice versa" should be put in the report I think the Chinese

delegate would perhaps agree that we are in great difficulty in seeking here to

amend a quotation front another document, and it seems to me that his essential

point would be met if .we could refer back in making this quotation to the
49
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explanation of it which we have agreed in the other document; and so I would

like to suggest a very simple amendment which will call attention to this point

in its right context. Perhaps I could road it as I would suggest amending it:

"Paragraph 1 of article 18 of the draft Charter" - and then insert "as explained

in the report of Committee II". That refers back to the amendment we have made

which was accepted on the previous occasion we discussed this question, and I hope

that would solve the problem.

THE CHAIRMAN: Did the Chilean and Chinese delegates got that suggestion? It was

to include in the first line of this paragraph, after the word "Charter",

"as explained in the report of Committee II"; and that would refer back to the

sentence to which was added "and vice versa" as moking clear the relationship

of these negotiations to the coming, into operation of the sections of the Charter

which deal with quotas,

R VIDELA (Chile): This is on page 4, in paragraph 1 of Article 18 of the draft

Charter?

THE CHAIRMAN: Yes, to put in the words "as explained in the report of Committee II"

after the word "Charter". That refers to page 9 of the Committee's report 57

where it says, "Those countries would not be called upon to subscribe to the

most-favoured-nation and quota provisions until selective tariff negotiations

had been completed, and vice versa." would that meet the Chinese delegate's point?

R.VIDELA (Chile): Mr Chairman, I think this mets my point, but I would like to

say that I may raise it again when we come to discuss the meat quotas. The

Cuban delegate has said that this may refer only to quotas put on during the war.

I may say that the meat quotas were imposed in 1932, and I think very large

business is involved there in the importation of neat from the Argentine, Uruguay

and Chile, and, I understand, Iceland also; therefore, when I see the final

draft presented by the Sub-Committee on meat quotas, I may raise the point again,

but for the moment I am satisfied with the suggestion of. the United Kingdom delega-

tion.

THE CHAIRMAN: it is quite clearly within the right of the Chilean delegate to raise

the matter again. Would this suggested amendment meet the point of the Chinese

delegates?

R TUNG (China): That is all right.

THE CHAIRMAN: With the amendment proposed, it will read: "Paragraph 7:1 of Article
18 of the Draft Charter (as explained in the report of Committee II) sets forth
the following, and so on. Is there any further comment on this? (Agreed.)

Now we have "Miscellaneous Rules of Guidance". (The report was read, down
to the words "marigins of preference" .) Any comments?. ... (Agreed.)
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The second paragraph.
THE RAPPORTEUR: "In order to determine what residual preferences shall be

bound against increase under Article 8" (reading to the words) "and should

not vary from country to country or from product to product."

THE CHAIRMAN: Is there any comment on these paragraphs? I take it that they

are adopted? (Agreed).

THERAPPORTEUR: "Avoidance of New Tariff Measures. It is important that

members do not effect new tariff measures" (reading to the words) "as a

consequence an increase of the protective incidence of the tariff."

MR KUNOSI (Czechoslovakia): Mr. Chairman, a copy of the report that has been

provisionally distributed forms the basis of a study of this document.

In this document there is a paragraph on Exchange Depreciation; but that

I understand has now dropped out completely. The rapporteur may have

some good reason for that. On the other hand, our delegation in the

general discussion in the Second Committee had already made it quite

clear that the principle of revaluing our specific tariffs in accordance

with the changein the value of our currency and that the post-war

economic conditions should not be considdred as new tariff measures. So

I am forced to remind you call the more, that in the first copy I got our

case was more or less covered, at least in principle,and,though we were

not completely satisfied with the formula as it was put forward then, still

at least in principle our case was covered, Now I would like to have some

assurance, some formal assurance, that the Committee left it out because

it is obvious and understood. The second point is that I do not under-

stand at all what that means where it says, "In cases where it is necessary

to convert a specific tariff to an 'advaloron' tariff, the substitution

should not have as a consequence an increase of the Protective incidence of

the tariff." Now I just do not know what that means at all. To which cases

are you referring, and is it from an international viewpoint or from a

general viewpoint, because I do not see any possibility of its being

necessary. Now, I would like to ask the Chairman or the Reporteur of the

Committee if they. would kindly explain to me why this paragraph has been

dropped out and, secondly, how far they can give me an assurance that the
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revaluation of our specific tariffs will not be considered as a Change in

our tariff rate.

THE VICE CHAIRMAN: We discussed that point at length, and we had the idea

that a chance in currency docs not affect your ad valorem duties, because

whereas before you had. so much per cent. , you will have the same point, but

it might raise difficulties, and where it raises difficulties, that is

where you have specific duties, and therefore, while in general it says

that one should not improve one's bargaining position by the increasing

of ad valorem rates, what is meant here is that there may be cases where

you may find it necessary to convert a specific duty into an ad valorem

duty. Then, as is stated at the end of the paragraph, you should not try

to increase the protective incidence of the tariff. So that if you had

the year 1938 and your specific duty would at that time be converted at,

let me say, 30 per cent. ad valorem, you might choose here again 30 per cent.

THE CHAIRMAN: I think the point to which the delegate of Czechoslovakia was

referring was who is to judge, or by what criteria do you assess whether

such a conversion is necessary. If that is his point, I presume that

in the first instance, at any rate, the Government of the country concerned

would decide whether it wished or whether it considered it necessary to

change a specific tariff to an ad valorem rate. Would that clarity your

point?

ItKUNOSI (Czechoslovolcia): I am very sorry, but I have not made myself

quite clear - that often happens to me. My point is this and it is not

doubtful as far as I am concerned cat all. It is quite clear that the

Government concerned can decide if a specific tariff should be changed to

an ad valorem tariff or not. We can say tha.t we do not intend to do that

and we cannot do it, and I do not want to enter into the merits of the

two systems here. On the other hand, I know that it is an imperative

situation for us to change our specific tariffs according to the re-

valuation of our currecy and perhaps also in view on some other circum-

stances. Now, I wanted to make clear, as I made clear already in the

general discussion, that a revaluation of our tariffs should not be

considered as a raising of our tariffs. That was my point and I wanted to
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have an assurance that, despite the fact it is not made clear in the report,

it is understood.

MR HANKINS (USA): I think you might meet Mr Kunosi's point in this text by

revising the last sentence to read: "In cases where a specific tariff is

converted to an ad valorem tariff," leaving out "it is necessary to convert."

THE CHAIRMAN: Would that meet the point, to delete "it is necessary" and than

to insert after "specific tariff", "is converted."

MR KUNOSI (Czechoslovakia): Yes, and at the same time it is accepted that my

explanation is right?

THE CHAIRMAN: Certainly.

MR GUERR. (Cuba): Mr Chairman, I want to have some clarification regarding the

scope of this paragraph. I want to explain briefly that in Cuba we have

for several months now been engaged in making a new statistical classi-

fication of our export trade and we are doing that quite apart from

any possibility of future negotiations. As a matter of fact that work

was begun much earlier than these negotiations we are talking about;we,

however, consider that a very necessary measure from many points of view,

and we are not doing that in the least with the intention of raising the

duties in any sense. As amatter of fact, the classification for some time

to come will have to continue in reference to the tariff items to which a

new group of articles belong.Nowthe heading of this paragraph is:

"Avoidance of new tariff measures,"and in the fourth line it says that

they should not seek to improve their bargaining position by tariff or

other measures in preparation for the negotiations. We think that this new

classification, which, by the way, I may point out will be based mainly on

the international classification adopted by the League of Nations and also

based on the work done by the American Statistical Institute - this new

classification, nevertheless, may improve our bargaining,position over the

situation in which we find ourselves to-day in which we grant concessions

on a particularproduct, and because of the effects of that classification

many other products are included in the concession. Now some clarification

is needed as to whether this paragraph refers only to the actual raising of

duties and not to any measure of classification of this kind, that of
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maintaining the same duty for the new article or group of articles into

which it may be subdivided, and in that way, nevertheless, still maintaining,

from a certain point of view, or improving, the bargdining position of

the country. I want a clarification as to whether this refers to the

raising of our duties or tariffs.

THE VICE CHAIRMAN: That is the idea of this paragraph; and may I add here

that the Sub-Committee fully appreciated that it is not a real binding

obligation? The last thing we want to do here is to commit our Governments

as such. As one member said, this is merely a pious hope; but we thought

that we should have something here in this paper, just because it might

help to promote complete confidence on the part of all the countries con-

cerned that everybody should adhere as closely as possible to this

principle.

MR GUERRA (Cuba): I was at the meeting of the Drafting Committee and I know

that this is not a binding obligation, but it is a moral obligation, and

what we want to be clear about is even on the moral side, if we do something

of this kind, without raising the rate of any duty but just subdivided the

items in the classification that we have, we would still be morally in a

position to act and would not be infringing the spirit of this paragraph.
THE CHAIRMAN: I think it should be clear that the situation described by the

delegate of Cuba is one that would not be regarded as contravening the

general spirit of this paragraph. Would delegates agree with that, so that

we can give the Cuban delegate the assurance which he seeks. I think I can

take it that the Committee is agreed that it is quite satisfactory and in

accordance with the spirit of the Article to go ahead writh that work.
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MR. RODRIGUES (Brazil): Mr. Chairman, I do not want to delay the

work of this Committee, but at this point I must make a state-

ment. As you know, the Brazilian tariff is mainly a specific

tariff, and because of this our duties are half of the duties of

1938 . It is possible that on those things we will need to make

some adjustments; not to raise the duties, but to make some

adjustments in regard to certain things, and because of this

situation I should like my words to be recorded in order to

avoid any misunderstanding about our action if we have to make

some adjustments.

THE VICE-CHAIRMAN: Our Rapporteur has proposed to make an addition

to this paragraph so that delegates may put their minds at rest.

That is, that changes in the form of tariffs which do not result

in an increase of the protective incidence of tariffs should

not be considered as being a now tariff measure.

THE CHAIRMAN: It is the suggested addition at the end of the

paragraph: "Changes in the form of tariffs which do not result

in an increase in the protective incidence of the tariff should

not be considered as new tariff increases under this paragraph."

MR. KUNOSI (Czechoclovakia): This is an amendment that the Rapportcur

brings forward, and from this it is quite clear that a relative

increase of tariffs is not prohibited. It is ah absolute increase

that has to be avoided.

THE CHAIRMAN: I think it covers both the point of the change and

reclassification, of the kind referred to by the delegates of

Cuba, and also a change from a specific to an ad valorem rate

where that is considered necessary.

MR. KUKOSI (Czechoslovakia) : Yes, I a.m quite satisfied.

THE CHAIRMAN: I think that would meet the Brazilian point, too.

MR. RODRIGUES (Brazil): Yes. It depends on the date. There is no

date mentioned.

THE VICE-CHAIRMAN: It is meant to be before the negotiations.

MR. RODRIGUES (Brazil): No, because our monetary valuation existed

after 1939, as you know.55.
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THE CHAIRMAN: Between 1939 and the present date.

MR. RODRIGUES (Brazil): Yes, that is right.

THE CHAIRMAN: Do you wish to comment on this amendment, Mr.

Vidola?

MR . VIDELA (Chile): Only that this amendment was referring, to

tariffs, not other measures.

THE CHAIRMAN: It relates to tariffs only. I take it this

addition suggested by the Rapporteur is agreed? Right.
Any other comment on this paragraph? The delegate of Chile.

MR. VIDELA (Chile): Mr. Chairman, I wanted to raise this question

of amplifying the meaning of this paragraph with record to

quantitative restrictions. You remember I went to Committee II

and they referred me to the Committee on Quantitative Restrictions

and. they referred me again to this Committee. I think my point

will bo covered by a small alteration in the title - "The

avoidance of new tariff measures and quantitative restrictions"

That would be sufficient, because five lines from the bottom we

have the words "and they should not seek to improve their

bargaining position by tariff or other measures". If we add

to the title the words "and quantitative restrictions" we shall

cover my point.

MR. SHACKLE (UK): Perhaps I might suggest that the obvious thing to

do is to reprodue the wording of the text in the heading. In

the text we have said "tariff or other measures', and we might say

in the heading "Avoidance of now tariff or other measures''.

MR. VIDELA (Chile): I do not think that would meet the point,

because what are new measures?

MR. SHACLE (UK): Well, we have "or other measures" in the; text,

and we might transfer those words to the heading.

TE VICE-CHAIRMAN: It does not make sense to me - '`Avoidance of

no-wtariff or other measures". Every country may take measures.
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THE CHAIRMAN: Supposing we put in the heading, "Avoidance of

new tariff or other restrictiive measures"?

MR. VIDELA (Chile): Yes, that would meet my point.
THE CHAIRMAN: Any other comment on this paragraph? I take it it

is agreed.
I suggest the meeting now adjourns until 5.15.
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After a short adjournment.

(After an exchange of views it was decided not
to meet after dinner but to continue working
on Saturday and, if necessary, on Sunday for
the purpose of completing the work of the
Committee.)

THE CHAIRMAN: We proceed, then, with this paragraph. I understand that during

the adjournment further consideration was given to the suggested amendment put

forward by the Rapporteur to meet the problem submitted by the Czechoslovak

and Brazilian delegates in relation to changes in the form of customs tariffs. It

proved on examination to deal with the problem somewhat incompletely. The Rappor-

teur has therefore suggested a second version of that amendment which he feels

will meet the points put forward rather more adequately than the first version.

I will read this to the delegates and after that I shall ask for views on it.

There would be this addition to the paragraph at the end: "Changes in the form

of tariffs or changes in tariffs owing to the depreciation or devaluation of the

currency of the country maintaining the tariffs which do not result in an increase

of the protective incidence of the tariff should not be considered as new tariff

increases under this paragraph. That appeaars to meet the point of the Brazilian

and Czechoslovakian delegates. Is it agreeable to the rest of the Committee?

I takc it, then, that the paragraph beaded "Avoidance of new tariff or other

restrictive measures" is adopted. (Agreed.)

"Principal Supplier Rule." (The report was read as far as the words "created

by the war.") Are there any comments? . . . (Agreed.)

"Form of Tariff Schedules." (The repport was read as far as the words "by a

third country.") Any comments?

MR KUNOSI (Czechoslovakia): Mr Chairman, I have some points but I do not know at

what point it would be proper to put them forward. I would refer at the same time

to the opinion of the Indian Delegation concerning the preference for bilateral

procedure because of the possibility of changing certain tariff concessions.

In the general discussion the Czechoslovak Delegation has already asked for the

inclusion of a clause allowing for revision of some concessions on tariffs

through negotiations between the parties directly concerned. We believe very

firmly that this would give a greater flexibility and espeially would help to

avoid giving notice of withdrawal from the whole agreement in the event of

substantially changed circumstances concerning one or more tariff concessions.

We would like to stress this point. As I said, Mr Chairman, I do not know if

this is the right time and the right place to put forward this suggestion, but it
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is an important point, and I would like to have your opinion and the opinion
of the Committee on how we should deal with it.

THE CHAIRMAN: Is there any comment on this point raised by the Czechoslovak

delegate?

THE RAPPORTEUR: I think that the point raised by the delegate for Czechoslovakia

might in part be met by the proposal that the proposed tariff arrangement

have an initial period of two and a half years; that is to say, at the end

of two and a half years notice could be given of the termination of the

agreement at the end of threeyears; and this would provide an opportunity

for revising the agreement in any way which was considered to be appropriate

at that time. I wonder if the relatively short period of the arrangement

would not take care of the point raised by the delegate from Czechoslovakia.

MR KUNOSI (Czechoslovakia): I raised the point just because I do not find this

period short enough and I should cephasisc again the point I made that we

are living in a period of economic reconstruction and very big economic

changes in the economic organisation and the economic life of different

countries. I know that quite definitely about my own country, and that.is

the reason why I would like to see a clause which would allow for renewal

of negotiations for certainly one or more tariff concessions, without any

country being obliged, even after twoor three years, as the Rapporteur said,

to give notice of withdrawal from the whole agreement just because substan-

tially changed circumstances would not allow the country to continue to

give the one or more tariff concessions in question.
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I would ask the Committee to consider this point all the more, because I

think that the point about flexibility mentioned in the proposal was not

dealt with adequately either because there might be new articles coming

along in the economic organization of a country, for which one or other

country might like to see further concessions or further negotiations. In

our own country we are stopping the production of certain articles continually

and we shall be obliged to go on producing, now categories of articles; so

that I think it should be considered quite seriously.

THE CHAIRMAN: Would the Czechoslovak delegate suggest a form of words which

might cover that?

MR KUNOSI (Czechoslovakia): Mr Chairmian, we raised this question in the

general discussion, and I assumed this morning, because I have not seen the

report, that the Committee that has been dealing with these problems would

take some notice of it.

THE CHAIRMAN: I presume they did, but apparently they decided not to accept

it. But the only point I am making here is that it would assist the

rest of the Committee if we could get your suggestion in a precise form.

MR GUERRA (Cuba): Mr Chairman, in the discussion in the Drafting Sub-Committee

this question of flexibility and the possibility of revision was discussed

at great length; and I would like to ask the delegate of Czechoslovakia

whether the Article, not drafted but contemplated, article 6 of the Draft

Convention, which would provide for the revision of the agreement, will meet

his point.

THE VICE CHAIRMAN: Mr Chairman, I think we discussed certain points when we

had Articles 29 and 30 before us. They were all, let me say, enforcing

developments and then an increase in the import of certain articles. I

think that was our safety clause. I must confess that we did not discuss

the other point, that perhaps a country, owing to internal reconstruction,

should not be able to fulfil certain obligations, but then I think we

always felt that you could not foresee everything here, and that Article 55

paragraph 2, should then be applied where the Organization could set up

rules and procedures to waive certain obligations, and we left it at that,

with most of these things.
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MR ADARKAR (India): Mr Chairman, the need for raking some provision whereby

changes in the commitments undertaken by the negotiating countries, to

start with, could be facilitated was considered in the Drafting Committee

and the suggestion put forward on behalf of the Indian delegation was that

instead of aiming at a multilateral instrument which would cover seventeen

nations to start with and eventually all the nations of the world, amendments

in which will accordingly require the concurrence of each and every one of

the signatory nations, it would be much better that a more flexible and

less unwieldy plan should arrive at the same goal through a series of bi-

lateral agreements or agreements embracing a smaller group of countries,
the benefits of which could be generalized under the most-favoured-nation

clause, the provisions of which it would be possible to arrive at by

consultation in a small group of countries. This suggestion was discussed,

but the majority was against it, and as a result of that a reservation to

this effect has been entered in the report of the Sub-Committee and I would

draw attention to the last paragraph of the report as amended by the last

paragraph one one in the document E/PC/T/C.I1/57, Corr. 1.

Mr. HELMORE (UK): Ur Chairman, I think I appreciate the point which has been

made by the delegates for Czechoslovakia and for India and I think it would

be right to remind them that while it is perfectly true that the Indian

delegation has entered a reservation to the Report of Committee II as we

have discussed it this morning, there is, nevertheless, something extremely

relevant to this in the report of the Joint Committee which was approved the

other day. But there we were considering the position of a country which

wished on good and sufficient grounds to increase a particular measure of

protection where appropriate, a procedure by which it goes to the Organ-

ization, find if the Organization thinks a good case has been made out there

is consultation with the countries substantially interested and the

Organization sponsors negotiations with those countries, as a result of

which the Oranization is empowered to grant a release to the applicant
country. This procedure does not only apply to the underdeveloped countries

I think I am right in saying, but also to countries which have a particularr

reconstruction problem. Now, in this document it seems to me that we are
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in a difficulty simply in relying upon that or on the reservation, since

this document relates to negotiations which are to be undertaken, though

not have their results accepted before any of the rest of the Charter

comes into force; so that we are really bound to try to settle here our

ideas about the objective we are seeking to reach. But I would like to

suggest that we need not absolutely slam and bolt the door in this

particular paragraph. We argue in this memorandum that the multilateral

from is right, and I think that my delegation would agree with that view,

since in tariff negotiations one cannot just say that a particular con-

cossion by one country is the exact counterpart of a particular. conceession

by another. When one is engaged in these multi-angular talks one takes

into account all the small benefits one is picking up from all the con-

cossions made by other people, and it is extremely difficult to say that in

some cases there is no benefit to be obtained by a concession negotiated

between two other countries. So that when you put the results all together

and you say that this is a mutually satisfactory arrangement to all the

countries concerned, it does seem reasonable to say that the results should

be embodied in an instrument to which all the countries are parties. But,

as I said, I do not think we need slam the door completely, and it is not

a matter which vitally affects ones preparations for the negotiations,

nor indeed one's conduct of them in the early stages. So that if it would.

satisfy the Delegates of Czechoslovakia and India I would be prepared to

see it go in at the end of this paragraph in the form of another sentence

which might read in this.way: "This point, however, can be finally settled

when the negotiations have proceeded sufficiently to enable all the varying

factors to be taken into account." That is, towards the end of the

negotiations, when the possible concessions and possible benefits are

beginning to take shape, because it is very much easier for a country to

decide finally whether it is prepared to accept the multilateral way of

expressing this or whether in one or two particular cases it wants to

undertake a more limited commitment.

THE CHAIRMAN: Would the addition of that sentence meet the point raised by

the Indian and Czechoslovak delegates?
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MRKUNOSI (Czechoslovakia): With a small addition - if we could mention

in this connection that we are adding this sentence in view of the desir-

ability for flexibility of the agreement, especially from the point of view

I have mentioned on the revision of one or more concessions. But it is

quite easy, I think, to put it in in the form suggested at the end of the

sentence. Do not you think so, Mr Helmore?

MR HELMORE (UK): I would very much sooner leave it as it is. I said

deliberately "varying factors, " and I meant "all" - which obviously

includes the one just mentioned, and I said varying" because I think

they will vary very much from country to country, but I think also that

they will vary from each according, to the nature and extent of the con-

cessions and. benefits required. I would very much prefer to leave this

as a perfectly general qualifying phrase. Since it is in a sense saying

that this is not a final decision that it should be multilateral, though

I make no secret of the United Kingdom's preference for the multilateral

form, I would hope that when the negotiations have proceeded sufficiently

to enable India and Czechoslovakia to take into account all the varying

factors they will agree will us to keep the point open in this way.

MR KUNOSI (Czechoslovakia): I think what I said was quite clear, that I have

not said a word against the multilateral form of agreement. I merely

stated that it appears that perhaps the bilateral way would cover

another point that I made concerning the revision of the negotiated

concessions, and I emphasize that we makd this suggestion exclusively and

only because we would not like to see, as we can imagine and visualize

happening, countries withdrawing from the whole agreement because they cannot

just go on to accord certain concessions concerning, one or more commodity.
This is the reason why I finally would accept and would not insist further

in adding to the remarks I made when I opened this discussion, and that

they will be recorded in the verbatim report.
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MR. ADARKAR (India): Mr. Chairman, the Indian delegation would

certainly feel Very much gratified to see the senteen suggested
by Mr. Helmore included at the end of this paragraph At the

same time, they would like to emphasise, sir, that we are in

danger of running into a vicious circle or getting into a process

of circular reasoning if we do not take account of the fact that

the type of concessions which each country would be prepared to

offer wiil exert a vital influence upion the form of the agreement

which will ultimately emerge. If a country feels that a multi-

lateral form of agreement is going to be excessively rigid and

is going to put it into a strait jacket from which there will be

no escape for three years, then it is very likely to take a more

cautious line and put into it such items as are not likely to

need any revision during that period. I suggest that,in order

that such factors may not be lost sight of, the reservation

which theIndian delegation has already made in the Report may

be allowed to stand, and, in addition, that/this particular

sentence suggested by Mr. Helmore may also be added at the end

of the paragraph we are discussing.

MR. HELMORE: I did not suggest any alteration in the reservation.

It was simply that I referred to it in the course of my argument.
THE CHAIRMAN: Is the paragraph agreed, then, with the addition of

the sentence suggested by the delegate for the United Kingdom,
on the understanding that the views of the Czechoslovakian

delegate as stated at this and previous meetings are recorded

in the verbatim report? Is that agreed?

My attention has been called to the fact that in the previous

paragraph it refers to the multilateral form of tariff schedules

agreed to among members of the Preparatory Commission. That may

rather overstate the case, in view of the fact that ther are

some differences anddepartures from that view. I think, just

looking at it quickly, that for the purposes of the paragraph it
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is probably sufficient tosay "the multilateral form of tariff

schedules is designed to provide. Would that be acceptable?

Delete the words "agreed to among members of the Preparatory

Committee"?
Anything else on these paragraphs?
Can we take now the next section, "Status of Preferential

rates of Duty". Time is Fetting on, and reading these paragraphs

does take some time. Would it be a satisfactory arrangement to

the Committee if we took them without having them read by the

Rapporteur?

The paragraphs under the heading "Status of Preferential

Rates of Duty": any comments on these paragraphs? Then take

it that is agreed.
"Procedures for conducting negotiations among the members

of the Preparatory Committee". Any comment on the First Stage?

MR. KUNOSI (Czechoslovakia): In the procedur?s for conducting

negotiations the Czechoslovakian Delegation regrets to say that

it will be quite impossible for us to transmit to the other

members a preliminary list of concessions by the 13st December

1946, because, first, the Czechoslovakian tariffs will not be

ready and published before the beginning of 1947, and, secondly,

in view of the far-reaching or-anization of the Czechoslovakian
economy it will be impossible at this veryearly datefor us

to prepare a detailed list of concessiong which wepreposeto

request from the other countries concerned.

THE CHAIRMAN: You will notice that in the third line of that para-

graph it says "as soon as possible and preferably not later

than 31 December", so that if it is not practicable --

MR. KUNOSI (Czechoslovakia): Yes. I merely wished to make that

statement, Mr. Chairman.

THE CHAIRMAN : Any other point on the first stages "SecondStage"
any comment?
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MR. JOHNSEN (New Zealand) I would like to raise a point in

connection with the conditions under which these negotiations

are to be conducted. The point to which I wish to refer is the

matter of secrecy in connection with these tariff negotiations.

It seems to me that unless secrecy is observed we are going to

run into all sorts of, difficulty, if public information is given

as to the requests we make for concessions, or offers which we

propose to make. I think if that information is made public
it will hinder very much the trend of negotiations. I donot

know whether it is the general view of the Committee that secrecy

should be observed, but if tlhat is the case I would suggest that

we might well insert a paragraph somewhere in this document to

the effect that it is to be understood that members will observe

secrecy in connection witlh the tariff negotiations and will use

every endeavour to ensure this.

THE CHAIRMAN: Thank you. I think this matter was discussed in the
Sub-Committee. Would the Chairman of the Sub-Committee care to

comment on it?

THE VICE-CHAIRMAN: Yes, Mr. Chairman. We all shared the w ish for

secrecy, only did not wish to put it in this document, because

this document is to be published andwrong conclusions might be

drawn. That is to say, interested circles in different countries

might think "Here again there are some people dociding about

our interests in secret", and so on, so we thought it would be

better that the Committee itself, once it meets in Geneva and

also before, should instruct the Secretariat to deal with these

things as being very confidential papers; and, furthermore,

each country would be expectecl to respect the wish of the other

countries in this respect. But to put it in this document we

thought would not be very wise.

MR. GUERRA (Cuba): Mr. Chairman, I wish to add in that connection

that in the discussion in the Drafting Committee it was

considered that the part which a country may be more interested
65.



r4

E/PC/T/C. II/PV/12

in keeping secret is the concession it is going to grant. That

is bound to raise discussion in their own country among, the

people interested, and, taking that view, it must be taken into

account that the concessions whichare to be requested are to be

handed to the Secretariat, and it is contemplatedhere that the

concessions which are to be offered are to be given at the

beginning of the Geneva Conference, and not before.

THE VICE-CHAIRMAN:Weshall have to see to it later on in this

Committee that we deal with them as really confidential papers.

THE CHAIRMAN Does that meet your point?

MR. JOHNSEN (New Zealand): I should like to observe that I think it

is the general practice to observe secrecy in connection with

tariff negotiations, and I do not think there would to any re-

action from the Public if a statement was included here to the

effect that it was proposed to observer secrecy, However, I am

satisfied as long as arrangements are made or are proposed/to be

made to observe secrecy. I take it that/should apply also to

lists of requests, because I imagine if interested parties get

to know what requests are actually being made, well, we will have

extreme difficulty in coming to a point where we are in a position

to say just what concessions we might make.

THE CHAIRMAN: Any further comments on the Second Stage?
The Third Stage.

MR. VIDELA (Chile): Mr. Chairman, I do not think my point is

covered again here. I suppose a country may ask more than

tariff concessions? It may ask for elimination of quotas -

or not?

THE CHAIRMAN: I thought it as understood that the method of

dealingwith the two things was different - that the quotas

would be dealt with by general provision, which would come into

operation at the same time as the agreements about tariffs, but

that they "would not be part of the same negotiations. Itwould

not be proper, therefore, to include references to them.
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THE VICE-CHAIRMAN: We would negotiate on quantitative restrictions

as envisaged in the other Articles of the Charter. That is one

of the basic suppositions when we negotiate, and that wewill

not terminate our negotiations before the other Articles of the

Charter in question have been agreed upon, because they have to

be embodied in the agreement that is attached as an addendum

to this paper.

MR. VIDELA (Chile): I do not understand. I am defeated, really. The

phrase "vice versa" has some, meaning?

THE VICE-CHAIRMAN: If that supposition does not come true, then you

are free to say "Now I change my attitude tovvards these

negotiations", but you will not terminate your tariff negotiations

before you have satisfaction with regard to quantitative restrict-

ions, and vice versa. If guantitative restrictions stay,

countries which, like my country, have, given concessions, would

say ''No, I want to review the whole situation" , and every other

country would do that.

MR. VIDEL.A (Chile): But supposing my country, for instance, has to

present a list of requests on the 3lst December, is it allowed

to include tariff concessions and the reduction of quantitative

restrictions?

THE CHAIRMAN: There would be no point in placing such arequest

on the list, since the quantitative restrictions would presumably,
when the relevant section of the Charter became operative, be

ruled out. There would be nothing to negotiate with or for.

It is no good nogotiating, about quantitative restrictions if

quantitative restrictions, are going to be abolished at the same

time as the tariff agreement comes into effect. If, for instance,

you have aquota imposed upon a product of your country in, say,

the United Kingdom market,

if you ask
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you ask the United Kingdom as part of your negotiations to

eliminate that quota or to increase the quota, you are asking some-

thing which is of no value, because on the date when your part of the

deal comes into operation those quotaswould be eliminated any way.

Mr HELMORE (UK): Mr Chariman, I think perhaps the Chilean delegate may

be thinking of one or two particular quotas which are dealt with in

that famous report which has changed its form so many times and of

which I am glad to say I have now given him the final form,and I

have also given copies to the secretary and askedhim to distribute

them. By a curious coincidence, at this very minute they are now

being distributed. There might exceptionally be a quota on which

some concession could be asked, and I think it is perfectly open to

any country when it transmits its list of concessions that it wants,

to call attention to anything under the sun that any country does,

including the particular points covered in this piece of paper which

is now beingdistributed.
Mr VIDELA (Chile): I am more confused now. I confess I do not under-

stand.

Mr TUNG (China) : MrChairman, another point of information: when we

say that quota restrictions may be considered as a sort of bargaining
counter on tariffs, does it include a licensing system with regard

to a product?

Mr HELMORE (UK): Mr Chairman, with your permission, I will have one last

shot at explaining this. Two things are going to happen next Spring.

One is a series of negotiations on a selective basis between the 18

countries dealing with each individual item in their tariffs,

including their preferential tariffs. Those negotiations will proceed

by a process of each country asking for concessions that it wants, and

in turn the other countries asking for the concessions they want,

and then the process of bargainingby which selectively a result is

reached which is in effect a new or a revised tariff. At the same

time we shall be considering certain other Articles in the draft

Charter which are particularly relevant, and the one which is in

many ways most relevant, as has been pointed out, is that dealing
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with quantitative restrictions. We have used the word "quotas'', but

we really refer to the Article which deals with quantitative restric-

tions. There there are certain general rules suggested about quanti-

tative restrictions, and the essential part of the final bargain is

that each country should be satisfied that there is a basis of agree-

ment in respect of the tariff concessions it is being asked to make,

the tariff concessions it has asked other people to make, and the

general rules to which everybody subscribes in connection with quotas,

I could explain quite easily how fer the United Kingdom the quotas come

into the bargain. It is no secret to anybody here that we have been

persistent in our opposition to the use of quotas for protective

purposes, and if there were to be rule that quotas for protective

purposes were to be allowed, I very much doubt whether weshould find

the result of the negotiations satisfactory. That is one way in which

it might work. Another way in which it might work is that there are

three or four quota arrangements operated by the United Kingdom under

previcusly existing international arrangements. Those quotas are not

protective as far as the United Kingdom is concerned, They are part

of a bargain wemade some time ago, and if an exception is allowed

to allow those quotas to continue, then it will be for other countries

to decide whether the whole of the bargain is satisfactory to them;

and while we are at Geneva it will be perfectly open for us to say that

we do not like the protective use of quotas, and it will be perfectly

open for other countries to say that they do not like the protective

use of quotas by us; and in the process of discussing all that a

satisfactory bargain will or will not be reached covering the whole

of the field.
Mr TUNG (China) : I do not think I understand.What I asked is whether

a licensing system, would be considered in the bargaining

of tariff reductions. I do not think my point is met.

THE CHAIRMAN: The Articles of the draft Charter which deal with

quantitative restrictions cover both quantitative restrictions in the

form of global quotas or other quotas and also quantitative restric-

tions applied through a licensing system. So that in so for as

quotas were part of any of the negotiation involved in this, then
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similarly quantitative restrictions imposed through licenceswould also

be. Does that meet the Chinese delegate'spoint?

Mr TUNG (China) : Mr. Chairman, I wish to refer you to the document of

this morning. That is document 57, dealing with this quota system

and quantitative restrictions. It is pages 8 and 9, starting at the

bottom of page 8, I just want to know whether this also includes

a licensing system or only a quota system.

Mr HELMORE (UK): If I may say so, I think the Chinese delegate is

now on a good point. The word "quotas" in the passage to which

reference has been made and in other places in that paragraph is

rather what I might term a slane use, of the Rapporteur will notgo for

me when I say that. I think it would be better if we could are to

change the word. "quotas" there to "quantitativerestrictions'', Then

we could refer to the definition of, "quantitative restrictions",
which is in the draft Article 19, which is, a prohibitionon or restriction

made effective through quotas, import licences or other measures.

THE CHAIRMAN: Would that meet the Chinese delegate's point, if in the

paragraph beginning at the bottom of page 8 and continuing on page 9

we substitute "quantitative restrictions" for "quotas" in each case, on

the understanding that "quantitative restrictions'' is used there in the

sense that is defined in the main Article to cover both quotas

and licences?

Mr TUNG (China) : That is right: the expression "quantitative restric-

tions" will be substituted every time for the word "quotas''?

THE CHAIRMAN: That is right. Is that agreeable?

Mr VIDELA (Chile): Mr Chairman, the more I try to understand this, the

more I do not understand it. I apologize to you; but during all

the process of discussion in the Subcommittee on Procedure I was told

that Article 18 has nothing to do with quotas, and now I see here a

paper spoken to by the United Kingdom delegate and it says:

"Changes recommended in Article 18". What is the meaning of this?

I do not understand It. I think the only thing remaining in my soul

now is an English saying: "Live a day one by one; yesterday is

over and tomorrow not even begun". I think this is the only thing

I am feeling now: that we are discussing, here not for three years
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ahead and the question is very clear: does Article 18 refer to

quotas or not? Does Article 39 refer to quotas or not? Does this

paper refer to Article 18 or not, I think it is something to

discuss, but also to make me clear and to make me understand

what I am discussing.

THE CHAIRMAN: The paper just circulated is not before the Committee

at the moment, and I suggest for the consideration of the Committee

that we do not consider it at this stage. When it does come before

the Committee, we can consider then whether it is appropriate to deal

with the subject matter in relation to Article 18 as recommended by

the Subcommittee or whether it is appropriate to deal with it else-

where. Shall we continue? Are there any further comments on the

Third Stage? Does the delegate for Chile wish to add anything to

his previous comments on this, or can we adopt this section of the

report, bearing in mind that the delegate for Chile is not clear in

his mind as to the relationship between the negotiations of which this

Third Stage is a part and discussions relating to quantitative restric

tions? We hope that point will become clearer later and the delegate

for Chile can then perhaps re-open the question, Is that agreeable?

Mr VIDELA (Chile): Mr Chairman, I would like to make a reservation on

behalf of Chile on all this paragraph on the procedure for conducting

negotiations among the members of the Preparatory Committee. You are

then free to discuss it and I will reserve my position until I clear

my mind.,
THE CHAIRMAN: I am sorry I am not able to help the delegate for Chile

just now,
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THE CHAIRMAN: I can assure the delegate for Chile that the Committee is most

anxious that this confusion, this uncertainty, should be clarified. The

delegate for the United States, Mr Hawkins, and the delegate for the United

Kingdom, Mr Shackle, who have been associated with the preparation of the

report relating to quota preference, and who are femiliar with the contemplated

procedure here and the relationships between the tariffs on the one hand and the

quotas on the other, have suggested that they would be happy to discuss this

matter in detail personally with the delegate for Chile tomorrow morning at

ten o'clock, if that would be convenient to him, and in the hope that it would

be possible for a clear understanding, of this to be established. Would that be

agreeable?

Mr VIDELA (Chile): Yes, thank you.

THE CHAIRMAN: I would like to than the two delegates for their assistance in this

matter. With the reservation which the Chilean delegation has made, can we

accept the contents of the report covering the Third Stage? (Agreed.)

"Fourth Stage" Any comments? May I take it the report covering the

Fourth Stage is agreed? (Agreed.)

"Result of negotiations". Any comment? (Agreed.)

"General agreement on tariffs and trade". Any comments?

MR KUNOSI (Czechoslovakia): I have one point here. We submit here that the

provision of the freedom of transit should be expressly mentioned in the general

agreement.

THE CHAIRMAN: Is there any comment on that suggestion?

MR SHACKLE (U.K.): I should like to say on that that it does seem to me that there

are a certain number of provisions in this chapter which we were discussing the

other day - the general commercial provisions - which it may be necessary to

include or bring into this agreement by reference in some form or other. We

clearly cannot attempt to decide at this stage precisely which matters should be

so brought in, nor exactly what provision should be made for then. It seems to

me that the matter of transit which the Czechoslovak delegate has mentioned is

one of those matters which will call for further consideration. Other points

one might think of in the same connection are some provision about tariff

valuation, possibly some provision about tariff classification, and so on; but

those, it seems to me, are matters that have got to be thought about at a

later stage as to what extent we need to provide for them as part of this

general agreement on tariffs and trade. 72.
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THE CHAIRMAN: The Czech delegate will note at the end of the list of specific

articles referred to a phrase "and such other related provisions as may be

appropriate". It would clearly be possible under that provision to bring

in the freedom of transit provision.

MR HAWKINS (USA): I would just like to say that the American delegation, when the

time comes, would be glad to consider very sympathetically the inclusion of such

an Article, because of its very real importance to some countries.

THE CHAIRMAN: Would that meet the Czech delegate's point?

MR MUNOSI (Czechoslovakia): Mr Chairman, I will be satisfied if it is recorded that,

in view of the geographical position of Czechoslovakia, the question of free

transit is a causa sine qua non for our foreign trade, and therefore we would
and

consider now that it is one of the appropriate subjects/for our country in

its foreign trade it is of vital importance.

THE CHAIRMAN: The Secretariat note that comment and it will be adequately

recorded. Are there any other comments on this section?

MR JOHNSEN (New Zealand): In connection with the paragraph at the foot of page 13,

that is, in connection with the signature and publication of the Agreement at the

dose of the tariff negotiations, I think there may be some difficulty concernirg

certain countries in giving effect to that provision. I take it that it is just

general statement that this should happen and that it does not necessarily

at this stage require to be a commitment - I take it there will be an opportunity

to discuss this further? I would just like to record that observation.

THE VICE-CHAIRMAN: We have stated here "made public at the close of the tariff

negotiations". If we said "immediately at the close of" it would have a much

stronger wording, but we have simply said "made public at the close" That may

take some time, and we always envisaged that after the negotiations in Geneva

the countries concerned would make a special resolution or a special agreement

with regard to the way it will be published, and then all these points would

crop up.

MR JOHNSON (New Zealand): I would interpret those words "at the close" to mean

immediately the Agreement is made, generally speaking.

THE CHAIRMAN: If we inserted "as soon as possible After" perhaps that would meet

your point?

THE VICE-CHAIRMAN: There is no difficulty from our side in saying that.

THE CHAIRMAN: Then shall we say "as soon as possible after" instead of "at"?
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MR JOHNSEN (New Zealand): Or "in due course after the close"; but I think "as soon

as possible after" would meet my point.

MR SHACKLE (U.K.): If it is not pretty soon after the newspapers will get it anyway.

THE CHAIRMAN: Are there any further comments on this section?

MR KAFKA (Brazil): There is a point which has some importance from our point of

view, and it is. this. Apparently it is not envisaged that in the general

agreement on tariffs and trade, reference should be made to the chapter on

Industrial Development developed by our Joint Committee. Now, this chapter on

Industrial Development contains certain escape clauses for countries who wish

to protect industries which they are creating. It is possible that the ITO

will come into being very soon after we have signed this agreement. In that

case we should not need those escape clauses On the other hand, if by any

chance this ITO should not come into being, so that the escape clauses

which form part of this Charter would not come into being either, then there

would be an interval of time curing which we would not be able to make use of

those escape clauses. I would therefore suggest that among the Articles which

are brought into force in the Agreement should be included the relevant provisions

of this chapter.

THE CHAIRMAN. The Rapporteur suggests that this point might be met by including

an appropriate provision in article 1 of the attached tentative Draft Agreement.
At present it says, "Functions entrusted to the proposed International Trade

Organisation under any provisions of the Draft Charter incorporated in this

Agreement by virtue of paragraph 1 of this Article shall, pending the

establishment of the Organisation, be carried out by a provisional international

agency consisting of delegates appointed by the signatory governments."

The Rapporteur suggests the inclusion, after the words "paragraph 1 of this

Article", the words "and functions parallel to those provided for in Articles

(so-and-so) of the Economic Development, chapter of the Charter".

MRKAFKA (Brazil) : I do not think that suggestion is quite clear, because on one

hand we do not include that chapter in the Agreement and on the other hand we

bring, it into force somehow not quite clear. I think it is more a legal
point than anything, but if the Rapporteur thinks that it would actually unable

us to make use of these clauses; then the solution would be perfectly acceptable

to me.

THE-CHAIRMAN: I think thepoint is that it would be necessary for the countries

concerned,when this matter comes to be dealt with, to argue that the provisions
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here - "essential to safeguard the value of tariff concessions granted''; and

then to include the relevant Articles relating to Industrial Development in the

provisional Agreement. That is not precluded by the present draft. There

are certain illustrative Articles quoted, and then it finishes with "and such

other related provisions as may be appropriate''.

MR KAFKA (Brazil): I think that would be perfectly acceptable, in that case

MR ADARKAR (India): Mr. Chairman, during the discussion in the Sub-Committee

of this portion of the report it was pointed out, on behalf of the Indian

delegation, that there was some irregularity of procedure in the Sub-

Cormittee rocommending the inclusion of those various Articles without

knowing their contents. There are certain Articles included in this list

on which it has not yet been possible to reach agreement. In agreeing,

therefore, to the inclusion of the particular list given here, it should not

be assumed that the members doing so agree to their inclusion in whatever

form they may emerge in in the last analysis. Although the last portion of

the sentence in question here, namely, "such related provisions as may be

appropriate", allows a certain amount of scope for including new Articles,

nevertheless, the provisions dealingwith industrial and economic development

are regarded by certain countries as so fundamental that it is necessary

from their point of view and for the purpose of safeguarding their interests

that those provisions should be included in the list given in this paragraph
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I would, therefore, strongly endorse the suggestion made by the

Delegate of Brazil that provisions relating to industrial

economic development should be included in this list.

THE VICE-CHAIRMAN: Would it meet the point made by the Indian

Delegate if we said here "and such other related provisions,

for instance, those with regard to economic development''?

MR ADARKAR (India): Yes.

THE CHAIRMAN: May I make a suggestion: I think some of the

difficulty here arises from the fact that some Articles are

referred to in particular and others are lumped together in
on

general, I wonder if this is a point/which the Chairman and the

Rapporteur of the Sub-Committee might be able to help us? Would

there be any objection to saying something to this effect:

"These provisions would include Articles relating particularly

to commercial policy provisions and such other provisions as

may be appropriate", wthout specifying Article 9, Article 19 and

so on. That would mean that both groups of Articles would be

completely generally stated here, and the determination of the

precise amendments contemplated would be a matter for further

consideration. There is just a possibility that by referring

in detail to one group and not to the other, it would imply that

there is some distinction which perhaps we would not agree to.

THE VICE-CHAIRMAN: I do not think, Mr Chairman, that there would

be any objection to that. The reason why we mention that here

is that, if we are sure about it, it would have to be put into

it. These matters are all related to the commercial policy

provisions. With regard to the other Articles, we thought that

that should be more or less decided upon in Geneva, and, as this

whole agreement will not come into force before we have concluded,

therefore, we thought it more convenient for the Governments

concerned to see these commercial policy provisions already

mentioned and also to see that there is no point of principle

involved here. I think it helps to understand that that has been

our idea.

76.



Y.2

E/PC/T/C. II/PV/12.
THE CHAIRMAN: Would that help the Delegates who raised this point

relating to industrial development and so on if we dealt with it

in that way and said: These provisions shall include appropriate

Articles dealing with commercial policy and such other relevant

provisions as may also be appropriate".

MR ADARKAR (India): Do I understand you to say that no reference

will be made to the Articles on economic development? It seems

to me, Sir, that more suspicion will be created than set at rest

by resisting that reference to the provisions on economic develop-
ment. By common agreement, if it is inserted in the Charter, it

would appear that members who have subscribed to the inclusion
of these principles have done so with certain mental reservations.

THE VICE-CHAIRMAN: Speaking for myself and I think also for the

Rapporteur, we would prefer to have these Articles mentioned as

such and then add something to the effect that I have just
proposed for instance, those with regard to economic develop-
ment.

MR ADARKAR (India): There would be no objection on our part if there
is some reference to the chapters on economic development.

MR HAWKINS (United States): In an endeavour to solve the problem,
could not you make it read: "those general principles of chapter

IV of the Charter" and then insert "and other interests of members",
and then you could put a footnote about those Articles with a

description at the bottom, and give the reference of the chapter,

whatever it is, the one relating to industrial development, in this

THE CHAIRMAN: Would you give us those words again more slowly?
MR HAWKINS (United States): The difficulty with this seems to me to

be a matter of interpretation, because it is limited to concessions
to safeguard the value of tariff concessions. Now I would insert

there "and further interests of members", just to broaden it a

little, and then, to avoid the enumeration here, you could put

footnote below: "for example" and then list the ones that are

listed here, but also referring to the chapter on industrial
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development, giving those as examples only, because there maybe

other things which it would be desirable to insert.
you

MR FLETCHER (Australia): Could/also consider including some refer-

ence in such a paragraph as may be appropriate to the employment

and economic activity Articles? If you refer to industrial dev-

elopment and leave the others out, I think you will still remain

in the same invidious position.

THE VICE-CHAIRMAN: Every delegation will be in a position to indic-

ate to its own Government what is meant there, so that, if there

is no objection, I suggest we should leave them all out.

THE CHAIRMAN: It does seem, gentlemen, that there would be some

advantage in not referring specifically to any particular Article.

Precisely what Articles it will be necessary to include will

obviously be a matter to which Governments will give very careful

attention in their preparatory work, and the inclusion of some and

the omission of others, as the Indian Delegate has pointed out,

would lead to a possible misunderstanding. I would, therefore,

suggest for your consideration that we make the change suggested

by Mr Hawkins at the end of the sentence whichfinishes up at

present "tariff concessions", so that it would red: "those
general provisions of Chapter IV of the Charter considered

essential to safeguard the value of the tariff concessions and

other interests of members", and then delete the whole of the

following lines down to the word "appropriate". I think it would

be a little easier if, instead of the precise wording suggested by

Mr Hawkins, we said those general provisions" andso on and then

add "and such other provisions as may be appropriate". Would that

be agreeable? Would that be acceptable to the Delegate of India?

MR ADARKAR (India): Yes.

THE CHAIRMAN: Is that agreed? (Agreed). Is there anything else on

this Section? (After a pause): "Creation of Provisional Agency

Pending Establishment of International Trade Organisation". Are

there any comments on this paragraph? If not, I take it it is

agreed.
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Relation of the General Agreement on Tariffs and Trade

to the International Trade Organisation after the Organisation is

Established". Any comment on this Section, taking the interim

tariff section first? I take it that is agreed? (Agreed).

"Procedure for Broadening Membership in Interim Tariff

Committee through Additional Tariff Negotiations" . Any comment?

Is that agreed? (Agreed).

Can we now lock at the "Tentative and Partial Draft

Outline of General Agrement on Tariffs and Trade'. This is, of

course, merely for the purpose of illustration, I presume, and to

assist Delegates in explaining this matter to their Governments.

Would you like to make any comment upon this, Mr Rapporteur?

THE RAPPORTEUR: Only one point: it was thought that the Drafting

Sub-Committee, which will meet in January, might usefully attempt

to elaborate this Draft Agreement. I think that perhaps that

raises a question as to the action we have just taken in eliminat-

ing all reference to particular Articles which may be included

in it, but perhaps it could be taken care of on a special

instruction to the Drafting Sub-Committee.

THE CHAIRMAN: We will take the preamble first, the section which is

before Article 1. Is there any comment? (After a pause): I take

it that is agreed?

As regards Article 1, it would be necessary now, in view

of our previous decision, to delete the sub-paragraphs (a), (b),

(c ), etc . down to (g) .
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Is the second part of Article I agreed?

Article II: any comment?

MR. SHACKLE (UK): I wonder whether the addition,we made earlier to

this paragraph 2 of Article I is now necessary? It will all

hinge on that is included in the (a), (b) , (c) , etc .

THE VICE-CRAIRMAN : We have taken that out already. It reads as

stated here, without any addition.

THE CHAIRMAN: Anything else on Article II?

MR. JOHNSEN (New Zealand): Except that it would be necessary for

the Rapporteur to check up on the numbers of the Articles in

relation to State Trading.

THE CHAIRMAN: Anything else on Article II? Article II is agreed.
Article III? Article IV? Article V? Article VI? .Article VII?

Note?

THE VICE-CHAIRMAN: Mr. Chairman, I may only make one remark here.

That is, that this agreement as we envisased it in our Sub-Comm-

ittee must be a guiding paper for the Secretariat in preparing

for these tariff negotiations, so perhaps you might give some

thought to whether we should provide for an carly answer from

the governments concerned as to whether they agreewith this

paper, Yes or No. We have agreed it provisionally, but we have

not committe our governments. On the other hand, the Secretariat

will have to so on with its preparations in the near future,
THE CHAIRMAN: The Chairman of the Sub-Committee suggests we might

request delegates to ensure that early consideration is given

to this procedural document by their governments, and that the

Secretariat should be advised of their governments viewsso

that any necessary changes in the arrangements/thatthey will be

called upon to make could in fact be made in time

MR. MELANDER (Norway): Mr. Chairman, I think it would be very

difficult for governments to consideredaccepting this draft

agreement as binding before they have considered the whole

aspect of the reports from this Conference. I think, therefore,
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that it would be better to leave it to the Secretariat to work

or the basis to which we have just now agreed and to take that

asa starting point when we assemble again in Geneva.

THECHAIRMAN: I think you will find it was in relation to procedure
that the Chairman of the Sub-Committee was concerned. If the

governments have views about procedurewhich conflict with the

suggestions here it would involve changes in the proparatory

work of the Secretariat, and it wouldbe as well for them to

advise the Secretariat as early as possible.

THE VICE-CHAIRMAN: Perhaps I might clarify what I said. If there

were many things that could not be settled by the Secretariat

it might be that before we met in Geneva there should be in one

way or another an opportunity to discuss those further and to

get a real ground for negotiations, otherwise we lose time in

Geneva.

MR.JOHNSEN (New Zealand): I take it some formal notification will

be sent to governments, with a request for some early indication;

that a copy of the Report will be sent?

THE CHAIRMAN: The Secretariat will look after that.

THE VICE-CHAIRMAN: Before we end this meeting I Would like to make

special mention here of the very valuable work of our Rapportour.

Hedid his utmost to get us through very difficult substantive

matter and I may say without him we should not have succeeted.

Thank you.

THERAPPORTEUR: Thank you very much.

THE CHAIRMAN : I think it is necessary for us as a Committee to

record our thanks to the Sub-Committee, to its Chairman and to

the Rapporteur. They have indeed done a very valuable job on

very difficult material. Thank you, Mr. Speekenbrink.

Before adjourning the meeting the Secretary has advised me

that the projected programme is that Committee II will meet at

10.30 and 3 p.m. tomorrow, and if necessary at 10.30 and 3 on

Sunday. The meeting is adjourned.

The meeting rose at 7.6 p.m.
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