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CHAIRMAN: Will the meeting come to order, please.

We shall resume in Commission B the discussion on the Cuban

proposal for a suggested new paragraph 2 (a). The debate will be

resumed at the point at which we broke off last night. The first

speaker on my list is the delegate of Belgium.

M. RESCLEE (Belgium): (Interpretation): Mr. Chairman,

I should like to take up the discussion as it developed yesterday

when I asked permission to speak.

First of all, the delegate of New Zealand stated that the point

made before Commission A shows a striking contrast to the provisions

of a number of Articles of Chapter V dealing with the rights of

members to resort to other methods to depart from the principles of

free trade.

Then the Netherlands delegate added that this paragraph was

more favourable for certain types of subsidies.

On his part the Cuban delegate stated that the damage caused to

world trade by export subsidies was also caused by domestic subsidies

because it made it possible - for a country to manufacture products

which normally this country should not make. Then he pointed out

that certain countries could resort to subsidies without ever con-

flioting with the provisions of article 30. He also stated that

he could not see very well what the difference was between the

method he suggested and that contained in and authorised by Article

30.
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Then the Netherlands delegate again said that the source of

funds to allow a reduction of taxation or such a subsidy did not

matter, that the safeguard mentioned by Mr. Shackle did not exist

in all countries. All these statements show obviously that

Article 30 is logical, and that all subsidies have the same of effects

and the same repercussions as other obstacles. In fact, according
to the Draft Charter, countries which are relatively little

developed could find in Article 13 a means of finding the result

looked for.

Other nations more powerful will adapt their technical methods

to the provisions of Article 30, but those countries which, on

account of their weakness; are compelled to follow the unwritten

law of international competition will remain the only ones that

will be deprived of any protection.

No doubt, if one of those countries is affected by subsidy

measures taken by another Member, it will be possible for that

country to apply to the Organization and to inform it that there

exists a form of subsidy, but, as was stressed by the Netherlands

delegate, it will be responsible for supplying the proof, and it

will have to indicate the source of the funds produced, and it

will also be responsible for showing that such subsidies have a

serious effect on its economy.

Now, the subsidy policy is changing and therefore prejudice

can only be indirect and appear through world trade. The logical

conclusion which would therefore appear to be absolutely necessary

to this Commission is the necessity of extendig the prohibition of

subsidies and of reversingthe burdon of proof.

The Commission should accept this conclusion in the interests

of the objectives of this Conference, and of all workers and
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and producers in the world. We would not have a chance of

being born in a State whose financial resources ane sufficiently

great to make it possible for them to bo protected from

competition, and I should like to point out that in London, at

the beginning, the Conference had a text which in this connection

was definitely insufficient and, essentially speaking, the

purpose of a subsidy is to conteract the free trade of

international competition.
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The Belgo-Luxemburg Delegation refused to assume the

responsibility of leaving in the hands of the State arms that

are harmful for a concealed economic warfare.

CHAIRMAN: The Delegate of the United States.

Mr. SCHWENGER (United States): Mr.. Chairman, I am not quite

certain what I had in mind to say to the Chair the day before

yesterday, but it is our general feeling that the problem is

best made in a different context, and so we would support the

remarks made by the Delegate of the Netherlands that we adopt it

as part of Article 15.

CHAIRMAN: The Delegate of France.

Mr. LECUYER (France) (Interpretation): The French Delegation

has considered the Cuban Amendment with considerable interest.

I fully realise the reasons for this Amendment, but in our

Delegation we think that the Cuban proposals are firstly, perhaps,

dangerous, and secondly, perhaps, not necessary.

They are dangerous because the first question to be asked

is does the Cuban proposal contemplate a subsidy. The reply to

this isin the negative. As was put boldly by the Cuban Delegate

himself, it simply refers to the application of a domestic tax on

goods imported - a tax which would not be applicable to national

goods. Thus presented the Cuban amendment is, in fact, an

infringement to Article 15, and what is more serious is the fact

that the inevitable result of the Cuban Amendment would be to

cancel the effect of Article 24 which deals with the reduction of

tariffs.

If after an Amendment regarding Customs duties there remains
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to a country the possibility of applying a special tax on

foreign products, a tax which would not be applicable to national

products, the effects of the reduction that might have been

negotiated willbe null and void.

In fact, the Amendment would result in the creation or new

customs duties to be added to the other existing duties, and this

shows the danger of the system, because it goes against the

principle of the Charter itself.



V -7 - E/PC/T/B/PV/11 1

I stated a few nigutesgaeo that the provisions of the

Cuban amendment were also perhaps unnecessary. I am now

going to explain my statement.

In the first two parts of its amendment, the Cuban

Delegation does not considereitenecossary to pay duties and

taxes and it exempts from taxes national products. This is

not a subsidy, but simply a measure of protection while

subsidi sAundeA Lrticle 30 are perfectly possible. Iod: not

see why, in the circumstances, it would not be possible to

resort to some form of subsidy. The Cuban Delegate pointed

out, in this connection, ah t th s.would be difficult, perhaps,

for the budgets of certain countries, because they would find

difficult to bear the burden of a subsidy. But may I

point out that I know a number of highly industrialised

countries--countries that have been industrialised for a long

time--where it is also extremely difficult to find funds for

subsidies in the national budget.

The third point of the Cuban proposal refers to the use

of proceeds of such duties or taxes to makeap ymen s.to domestic

producers; but this is already provided for under paragraph

2(a) of Article 30, and I should like to point out that on

this point the Cuban amendment does not introduce anything

new. Therefore, for the reasons at ted, I'agree with what

has been said by the United States and the Netherlands

Delegate, namely, that the Cuban amendment perhaps could find

st3lp ace n-another context, such as that of Article 15.

AIKMAN:h ThD eelegett of Norway.

E.ikME Lrik LOIBAN (Norway): Mr. Chairman, I do not know

whether you have in mind to refer this Cuban proposal to an

ad hoc sub-Committee, but if so, I would suggest that it

should be sent to the sub-Committee already dealing with
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Articles 14, 15 and 24.

CHAIRMAN: We have now explored this subject rather fully.

A number of Delegates have spoken on the Cuban proposal, and

apart from the Cuban Delegate there has been no support for the

proposal. A number of Delegates have pointed out , however,

that this is a matter which relates more to Article 15; other

Delegates have also noted its effect on Article 11,and 24, and

now we have before us the proposal of the Norwegian Delegate

that the most appropriate course would be to refer the Cuban

proposal to the sub-Committee which has been appointed to deal

with articles 14, 15 and 24. Before, however, putting that

proposal to the Commission, I would like to hear the views of

the Cuban Delegate as to which procedure he thinks would be

the most suitable under the circumstances.

M. R.L. FRESQUET (Cuba): Mr. Chairman, we are ready to

accept the proposal of the Chair and the Delegate of Norway

to submit our amendment to a sub-Committee--the sub-Committee

dealing with Article 15. I would be willing to add anything to

my previous remarks if the Commission considers it pertinent

to do that at this stage, or if it is desired that the matter

should wait until we have the opportunity of dealing with it

in the sub-Committee, I would make my remarks at that time.

It is entirely up to the Chair.

CHAIRMAN: The Delegate of the United Kingdom.

Mr. R.J. SHACKLE (United Kingdom): Mr. Chairman, I do

feel that in this matter we should consider the aspect of

saving time and saving labour for this Preparatory Committee as

- 8 -V
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a whole. We have an enormous amount of work to do and an

enormous amount of ground to cover. We have already had a

quite thorough debate on this amendment, and I think the

trend of opinion in regard to it is perfectly clear. That

being so, it seems to me that it would be very regrettable if

we were simply to refer the matter to another sub-Committee

in which the whole of this debate would once more take place,

and no doubt in the end the result would be precisely the same.

I do suggest that in order to save time, save work and move on

the work of the Committee we should come to a decision now.
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Mr. R.L. FRESQUET (Cuba): Mr. Chairman, we have always felt
that the Sub-Committees were fitted to work in a more detailed way

with all the proposals made by the delegations. We have also felt,

on account of that idea., that our position in the Commission allowed
us to make shorter explanations of the proposals, and we are very

much surprised by the proposal to make a final decision of our

amendment here, but if that is the case, we will have to comply with
the decision of the Commission, but not before the same length of

time is given to the consideration of our proposal as would be given

in the Sub-Committee.

Mr. A..F.van der POST (South Africa): Mr. Chairman, if this

proposal could throw any light on the Cuban amendment, I should

welcome it. However, I think that sufficient time has been given

to it and that it has been thoroughly discussed from all angles.

Therefore, I cannot help sharing the view of the British delegate,
namely that there is no need to refer this to the Sub-Committee on

Article 15. We have heard the views of the different parties here,

and it is perfectly clear in which direction the opinion of the

Commission is tending, and that we should refer this to the Sub-

Committee on Article 15 merely because Article 15 is Chosen to be

mentioned in the Proposal, seems to me to be altogether wrong. I

would therefore like to support the proposal made by the British

delegate.

Dr. E. de VRIES (Netherlands): Mr. Chairman, I should like to

support the proposal to stop the debate at this point, but I should

like to ask the Sub-Committee,which will have to be set-up on Article

30, to consider all the arguments that have arisen before this

Commission about the Cuban amendment, not only in relation to

paragraph 2 but also to paragraph 1 of Articles 13 and 15. In this
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way the Cuban amendment will again be considered by the Sub-Committee

set-up by this Commission.

CHAIRMAN: We have now, three procedural motions before the

Commission. The first is the proposal made by the delegate of

Norway that the Cuban amendment should be referred to the Sub-

Committee dealing with Article 15. The seoond is the proposa1 of

the delegate of Cuba, that his amendment be dealt with in the

Commission here now. The third proposal is made by the delegate of

the Netherlands, that the matter be examined by the Sub-Committee

which will be set-up on Article 30. I regard the proposal of the

Netherlands delegate as being the furthest removed from the proposal

of the Norwegian delegate, and I would therefore propose that we put

before the Commission the procedural motion of the delegate for the

Netherlands. Will all those members of the Commission who are in

favour of the proposal of the Netherlands delegate to refer the

Cuban proposal to the Sub-Committee on Article 30, please raise

their hands.

Mr. R.L. FRESQUET (Cuba): Mr. Chairman, I wonder if this is

the right way to do it. I am sorry to say this, but I wonder if

it will not put our proposal out of the Sub-Committee altogether,
and the other two proposals would refer it to two different Sub-

Committees. Maybe we could just vote as to whether the proposal

should or should not go to a Sub-Committee, because otherwise there

is a chance that the votes will be split between two Sub-Committees,
and then the proposal for discussing the matter here will get more
votes.

E/PC/T/B/PV/11
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CHAIRMAN: I would like to point out to the Cuban Delegate

that we would first of all put the vote on the Netherlands

proposal and, if that were lost, we would then put the proposal

of the United Kingdom Delegate, so that the vote would only

come on the Norwegian proposal if the other two wore lost.

Mr. R. L.FRESQUET (Cuba): You are very cautious.

CHAIRMAN: Will all those in favour of the Netherlands

proposal please raise their hands.

For:8

Against: 8

The proposal is lost by six votes to eight.

We will now vote on the United Kingdom proposal, that the

matter be decided here and now. Will those in favour please

raise their hands.

For: 4

Against: 10

The proposal is lost by four votes to ten.

Mr. R.B.SCHWENGER (United States): Mr. Chairman, I

suggest that there is one other alternative: there is a Sub-

committee on Chapter IV, General Economic Development, which is

also the subject of this discussion. (Laughter).

CHAIRMAN: I think the remarks of the United States

Delegate are perfectly relevant, but unfortunartely we are

already passing through a vote and therefore he is a little

late in making his proposal.

Will those in favour of the Norwegian proposal, to refer

this to the Sub-committee on Article 15, please raise their hands.

For: 9

Against: 2

The motion is carried.
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Mr. R.J.SHAUCKLE (United Kingdom): Mr. Chairman, if I

may suggest something, it is this: in order to save the time

of the Sub-committee on Article 15, our records should be

transmitted to that Sub-committee, so that it should not go

through all this debate again.

CHAIRMAN: That will done as a matter of course.

Before we leave Paragraph 2, the Delegate of New Zealand

has asked for the floor in order to make a statement regarding

a drafting point.

Mr. G.D.L.WHITE (New Zealand): Mr. Chairman, I thank you

for allowing me the opportunity to take the discussion back to

Paragraph 2(a) of article 30. There is one small point which

was worrying me there and that is, that in the fourth line of

the New York draft of Paragraph 2(a) there is a comma after

the word "system": it reads: "...or establish or maintain

any other system, which results in the sale of such product

for export at a price lower than the comparable price

charged for the like product to buyers in the domestic

What I am not clear on is whether those words "which

results in the sale of such product for export at a price

lower than the comparable price," etc. refer only to any

other system, or do they refer to the beginning of the

sentence also: "No Member shall grant, directly or indirectly,

any subsidy on the exportation of any product," which results

in that sort of thing.

I take it that it is possible there could be an export

subsidy which does not result in the export price being lower

than the domestic price. It is possible that an export
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subsidy might be established, the export price might rise

above the domestic price, and the subsidy still be maintained.

In that case, I take it that the provisions of Paragraph 2(a)

would not apply and that the only sort of subsidy which is

in conflict with this is where it actually results in the sale

for expert at a price lower than the domestic price.

I think that is clear if the phrase "which results in

the sale" etc, refers to both things, and I interpret it

that way, but there is the other possibility of interpreting

it, that those words just refer to the ostablishment of any

other system. I think that is a point which might be cleared

up by the Drafting Committee, but I would just like to know

whether my interpretation is correct.

Mr. R.J.SHACKLE (United Kingdom): Mr. Chairman, I

suppose that if we were asked ta express a legal opinion on

the interpretation of this text our answer would be that we were

not able to give legal interpretations, but, i f we were asked

what is our intention behind this paragraph, that is a question

which we are fully qualified to answer.

I have taken part in the development of this matter

over the last three years at least and through all the

discussions in which I haveparticipated the intention has

always been perfectly clear: that is, that all this relates

only to the case wherethe price for export is depressed

below the corresponding price to buyers in the domestic

market. That, I think, has always been the intention and

I think it should be made clear in that sense.

As to the drafting, I think it is clear as it stands.
because of that crucial comma, but that isalways subject
to typographical mistakes and I think it would be a very

good thing if the Sub-committee could find some more definite
and clear way of bringing out the intention.
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CHAIRMAN: I want to thank Mr. Shackle for the explanation

he has given of the intention behind this particular sentence, and

I think we can have it to the drafting committee to see that the

text more clearly expresses the intention.

We have now completed our review of paragraph 2 but before we

pass on to paragraph 3, I would like to take advantage of the

opportunity to announce the composition of the sub-committee which

it is proposed to set up to examine Article 30, after we have com-

pleted our preliminary review. I would like to nominate the

following delegations to be represented on the sub-committee; the

delegates of australia, Belgium, Lebanon, New Zealand, the United

Kingdom and the United States.

The delegate of Belgium.

M. DESCLEE (Belgium) (Interpretation): Mr. Chairman, the

Belgian delegation has expressed its view sufficiently clearly in

the course of the discussion in this Commission and it results from

the Belgian statements that Belgium does not resort to any sub-

sidies. Therefore I think it would be prefarable to appoint the

Netherlands delegate because he may have particular points to

propose in the sub-committee.

CHAIRMAN: In view of the proposal of the delegate of

Belgium I would therefore substitute the name of the delegate of

the Netherlands for thedelegate of Belgium. Are there any

comments?

The competitionof the sub-committee is approved.

we now pass on to paragraph 3. At the First session in

London the delegate of New Zealand raised the question whether the

domestic price to be considered in this paragraph should not be that

paid to domestic producers. The Drafting Committee added the

words "or of returns to domestic producers" after the words domestic

- 15-P.
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price" in the first line, but the New Zealand delegate reserved the

right to raise his question a gain at the Second Session.

The delegate of New Zealand.

Mr.G.D.L. WHITE (New Zealand): Mr. Chairman, I would

like to say something about this point,but I would prefer to re-

serve my remarks until after we have had the Australian amendment,

which is already tabled on this annotated agenda, brought before

the Commission. Then I should like to say something on that

point.

CHAIRMAN: We shall return to this point after we have con-

sidered the Australian proposal and before we leave the considers-

tion of paragraph 3.

The Australian delegation has proposed a number of changes in

the wording of paragraph 3. The comments of the Australian

delegation are given on page 5 of the paper W/190. I will now call

upon the delegate of Australia to expand upon the comments given

in the paper to which I have just referred.

Mr. E. McCARTHY ( Australia): Mr. Chairman, when this para-

graph was inserted in the draft in London last year, its object was

to make a distinction between those arrangements where there were

straight-out subsidies without any other elements in the arrange-

mants which could counteract the effect of such subsidies, and

schemes which provided for other features which, in the view of the

Organization and of the countries instituting those arrangements,

countered the effect of subsidies.

The view was taken that the real effect of subsidies which

could be taken exception to was the fact that they stimulated pro-

duction, perhaps stimulated it artificially and uneconomically, and

therefore increased the quantity of goods going on to the world's

markets and therefore brought about falls in prices. They could
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not have any other effect than that, because it was not a case of

goods being sold below a world market price and thus bringing about

a form of dumping, but they related to goods which were sold on the

world market at world prices end which were at times sold above the

world market prices in the home market. That was the major dis-

tinction. And it should be said that that paragraph was designed

to relate only to primary products.

In an effort to meet these arrangements and at the same time

not excuse or condone subsidies without any such safeguards, export

subsidies, this paragraph was introduced and the conditions made

as close as possible, as it will be noted the paragraph states that

in the case of schemes which provided for conditions under which the

export prices would actually be higher than the domestic price and

where there were other safeguards, such as the limitation of produc-

tion, and where because of those conditions there was no injury

offered by competitors in the world's markets, then those conditions

in paragraph 2 would not apply.

We in London were satisfied that the principle had been met,

but on examination of the draft we felt that it was not complete.

It is true that the conditions where the domestic price is held

irrespective of the world price and the world price goes higher than

the domestic price has obtained in most of our products, in fact in

all of them to a degree, and the present position is that in all

cases, with the exception of one class of dried fruits, the external

price is higher than the local price.

We felt in looking further ahead that this paragraph excluded

products which were initially or would in future be brought under

such a scheme and which should not be expected perhaps for some time

to reach the stage where the export price was higher than the domestic

price. We have only four products at present coming under these

schemes and I believe that they, all of them, comply with these

P. - 17 -
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conditions. But let us suppose, for example, that we desire to

bring rice under a home consumption price scheme - and it does not

mean that we do it necessarily for the purpose of subsidising: we

do it for one good reason and that is to prevent the local price

fluctuating with the export price, and it makes for stability in

the home market and it makes for a return to stability: even if it

is not a real stable return, the tact that one source of income,

namely the domestic market, is stable, does help very much for the

general stability of the industry. If we wished when prices

were low ti introduce a scheme such as this for rice - and we

might - we world find that in the early stages it might be subject to

the penal clauses of this Article because at no stage had the export

price been higher than the domestic price.

Therefore what we wish is first to put in one of the real

objectives which is: "if provision is made for the maintenance at

fixed levels of prices for domestic consumption irrespective of the

movement of export prices and because of such provision the system

has resulted or may result, .. ." The words "resulted or may

result" are designed to meet those products where the introduction

of a scheme is new and whore it has not had time because of the fact

that the export market has not gone high to meet that condition of

the export price being higher than the domestic price.

P. - 18-
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The final point is - and here I am in some doubt - it has

happened in some of our products that we sold at two prices on the

export market, one higher than the other. The reason is that we

have made a contract with countries, and that price is a good bit

lower than the expert price, what might be called free export

price.

That is a further demostration of our good faith in holding

the domestic price very much below the free export market price,

but I have found since drafting that that it has been open to a

good deal ofmisunderstanding - in fact, I have been asked not only

by those who might be expected to be critical, but my own colleagues,

as to what it meant.

Therefore, I am rather inclined, if the Commission will agree
when it comes to the drafting stage , to withdraw those words in

page 5 which are underlined:- "or because the export price is

held below current comparable representative export prices". For

two reasons I want to withdraw those words. Firstly, it is

probably a temporary condition only, and secondly, it is open to

too much misunderstaing and it might possibly raise questions of

doubt and so on which would have to be explained perhaps in the

future.

To sum up, our idea is that where we have a scheme which provides

for a home price, irrespective of the market price, we have

demonstrated in practice that we hold that domestic price not

withstanding the movement of the export price above and below the

domestic price.

I will give one example of that, Eight years ago, we fixed

the price for wheat at has fluctuatedand twepence a bushel. At

that time the export price was three shilling. In that eight

years, the price of wheat has flctuated above and below that
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five shillings and twepence, but time home price has been held at

five shillings and twopence. The position is now that the

external price is sixteen shillings, but the home price is still

five shillings and twopence, so we also, in the case of wheat,

have provision for the limitation of production, the theory being

that if prices fell below five shillings and twepence and the

world market continued to be glutted, we would, by government act,

cut down and reduce the acreage for wheat. Therefore, non-

withstanding that we have this home price, which at times may be

higher than the export price, we consider that we are doing much

more to stabilise vvheat prices and to counter the effect of any

artificialstimulation of production of wheat than any other

exporting country. In fact, I think it may be agreed that,as

the production of wheat increases, because our return tothe

producer, by mingling the sixteen shillings with the five shillilngs
the

and twopence, is much less than/comparable world prices of other

exporters, we will bring our production more in keeping with the

demand more quickly than those other countries where the stimulus

is greater.

I do not think I need take any more time of the Commission,

beyond saying further that we would be content if the reference to

prices going higher for a period were eliminated, but weagreed to

their going in last year in the effort to make this provision so

worded that it would exclude people who did not have thesame

conditions in their schemesas we had, and then the..nCi- : -ms shall

be determined not to involve the subsidies under the terms of

paragraph 2 of this Article:-"If provision is made for the

maintenance at fixed levels of prices for domestic consumption

irrespective of the movement of export prices/andif the system is

so operated, either because of the effective limitation or

production, or otherwise, as not to stimulate exports unduly or

otherwise seriously prejudice the interest of other Members".

J.
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CHAIRMAN: The Delegate of New Zealand.

Mr. WHITE (New Zealand): Mr. Chairman, on the question which

we raised at the First Session and again in the New York Session

regarding whether the appropriate comparison should not be one

between an export price and a return to the domestic producer, it

seems that the position is as follows.

We in New Zealand are interested not only in schemes of

stabilisation for the domestic consumers of the consumption price

of some products, but also in schemes for the stabilisation of

returns to producers. But since the schemes we have in mind refer

to the stabilisation of returns to producers irrespective of

whether the production is for the home market or for the export

market, and since in the general drafting of this Article 30 it

seems they accepted that the criterion for determining whether or

not an export subsidy exists is a comparison between the existing

price and the price to domestic consumers, I think we are now in

a position to accept working somewhat similar to the present

paragraph 3, with some reservations which I will mention in a minute.

Coming to the actual text of the Australian Amendment, we

find that the third, fourth, and fifth lines are deleted. That is

the Australian proposal is to delete the words "Which resultsover

a period in the sale of the product for export at a price lower

than the comparable price charged for thelike product to buyers in

the domestic market".

As I understand it, that is intended as a drafting point, and

that if those words were deleted the stabilisation scheme might

be determined not to involve an export subsidy, whether or not it

actually did involve the export price beinglower.; but it seems

that since a scheme like this could only be open to challenge when

the export price was actually lower than the domestic price, I think
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on balance it is better to say so - that is, to leave those

words in, and although with them in it makes it somewhat

cumbrous, that matter may be got over by some re-drafting of

the paragraph to make two sentences out of it, or by some other

means.

The next point that I see in the Australian re-draft is the

changing of the word "may" to "shall" in the sixth line, and I

would support that change because it makes it clear that if the

facts are established to be in accordance with all the provisions

which follow , that is, if it is proved that in some other period

the export price has been high or may be higher, and if all the

other conditions are fulfilled, then it is appropriate that the

paragraph should read: "It shall be determined not to involve

a subsidy on exportation" - and I take it that with that word

"shall" in. the Organisation would not be able to determine

otherwise for some other reasons, apart from the ones which have

been mentioned here; and I think that is a desirable change.
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I !otld also support the Australian suggestion to add the

words "or may result", and I would not comment on that any further

because Mr. McCarthy has made it quite clear that the intention

er teac ss to rv)r-tho ia3e of a new scheme being introduced, in

which you might not be able to point to some past period, but I

do not think that the iewroduction of a now scheme should be

prevented for that reason.

Our min criticism of the paragraph as it now stands comes

in the next part, which is on page 5 of our Annotated Agenda, at

the top of the page. Firstsuf all, I would aipport the deletion

of the words "pr because the extort price is held below current

comparable representative export prices". Mr. McCarthy has

already suggested that they would not press those words. But

even without those words, we are not happy about the references

to the limitation of production and to the exact wording which

says "not to stimulate exports unduly".

We doubt whether it is appropriate ttrioner to limitazin of

production in this context, even though the sentence merely

reads "either because of the effective limitation of production

or otherwise". We doubt whether the concept of limitation

of production is one which should be introduced hero, and which

would apple o all the types of stabilisation schemes which

mi-t be brought under this paragraph. I can think of some

instances in our own country where we have known limitation of

production, but where we have a genuine stabilisation scheme

which is designed to assure a primary producer at the beginning

of a season that he will get a return sufficient to cover his

cost of production and that should enable him to carry forward

his programme of primary production with some confidence.

r
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In general, I think that it is unnecessary to put in these

qualifications here, because they are open to the criticism

that the stimulation of exports might be against the interests

of some other Member; but it might equally be in the interests

of some consuming country, and I do not think that the word

"unduly" qualifies that sufficiently. We would prefer the

sentence to read"and if the system is so operated as not to

prejudice seriously the interests of other Members", and we

would take those words to mean that all these other things

should be included in that concept: that .is, that it is only

when the system seriously prejudices the interests of other

Members that it should be open to challenge.

There is one other way of getting around our difficulty

on this point, and that would be:at the very end of page 4

of our Annotated Agenda in the last line there is the word

"and" - "and if the system is so operated". -- If that "and"
were changed to "or" we would be able to accept it, but I

understand that there has been a very long argument about that

word at an earlier Session, and that all these provisos were

linked together by the word "and" in order to assure that the

system would not be open to abuse. I think that if the last

part of the sentence reads as it does at present, the word

"or" is more appropriate, but if we were able to delete these

references to the effective limitation of production and the

reference to not stimulating exports unduly, then we will find

it acceptable to retain the word "and".
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ThecaaEirwWas now take by M;r.RYEYR Faance)iiInplacoe of
The Hon. L.D. WILRSS3S

Mr.A.P. van drePOST(oo.uhtAricoa): Mr. Chairman, I a oo=t
ouite certain that I understand teAALustralian amnmmrent. In the

firstplace, the amendmenpprpp.ose ooj delete the words: "which
results overapp,eriod in the sale oo-w ooj "domestic market". ojw
I think that it is essential to retain that in thsAA.rticle, and

also to retain the littl oocrd "also" in the fourth line of the

.ustralin amnnmmrent and the tenth lin ffi tepp.reset NLew York

draft, because teiilntention here is t ohosw the contrast between

an overseas market or an oversesppii'ce and the domestic mare.t,

which is lower. Attmmles the increaseoif the overseas market

rises to aeaeel higher than the domestic level, and I hnnmk

therefore, t eegoin with, that if eddCrop tehAsitralin a&mendment
we should reinsert the worswwhich our New Zealand frien aa:s also

rcmmrmended: "which results over a period n the saeoo:f the

product for export atappOrice lower ...." That should be

reinserted, and we shoud alsoprpopoe the reinsertion of the

little word "also" so as no brnig out the contrast between the

lower and thehipgherpLrices. Tean, Ia;m not cetaintatoutit~he
inclusion of thewoprds"piroviiomn ismnade for the mainteaence at

fixed levlps ofp-rices for domesticcponsupntion". It seems to

me that this limits the clause op on p'articularcoaec - acoase
where th phomepjrice sd fxeds ad. maintained at a fxved lve-l.
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The Australian Delegate has given us the example of

Australian wheat at 5/2d*
Now I do not think it is necessary to limit the domestic

price of the commodity to a fixed level. If there is such

an improvement in overseas conditions that the price should

rise above the domestic market, even the home consumer should

be allowed to benefit from that. It does not follow that

because there is that rise, it is due to the subsidy in the

domestic market. I is .a;.'v1 _a C' is ' s beyond

the control of the domestic producer, conditions ruling on

the world market, and the domesticproducershouldbepermitted

to benefit from that.

CHAIRMAN (Interpretation): The Delegate of Belgium.

M. DESCLEEDE MAREDSOUS (Belgium) (Interpretation): I

have listened with great interest to the explanations given

in support of the Australian amendment and I must confess I am

not convinced of the necessity for the many changes suggested

by the Australian Delegation.
Some of the cases put forward by the Australian Delegation

can be covered in the text, but what I should like to point out

more particularly is a point which, in my opinion, is of the

utmost importance, namely, the substitution of the word "shall"

for "may", which appeared in the original text. In conformity

with the discussions which took place in London and with the

text which resulted from the London discussions, the Organiza-

tion can, at its discretion, determine the practical affects

of the system and for my part I consider the two words "may"

and "and", in the last line on Page 4 of Document W.190, which

the Australian Delegation suggest should be deleted, as being

of the greatest importance. If any change is made, the whole
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meaning of Paragraph 3 will be completely changed and the whole

matter will come up for discussion again.

In the London text the case of stabilization of prices is

given as an example and it is the duty of the Organization to

examine how the thing works in detail, the Organization's

decision being sovereign on this point, and I adhere to this

viewpoint.

CHAIRMAN ( Interpretation): The Delegate for India.

Mr. B.N. ADARKAR(India): Mr. Chairman, the Indian

Delegation will support the principle underlying the

Australian emendment . It is obvious that the draft submitted

by Australia needs certain drafting improvements. We would

support some of the improvements which have been suggested.

For example, we would like the words "which results over a

period in the sale of the product for export at a price lower

than the comparable price charged for the like product to

buyers in the domestic market" to be retained, as suggested

by the Delegate for New Zealand. We would also support

the retention of the word "also", ich the Australian Dele-

gation propose should be deleted.

As suggested by the Delegate of New Zealand, we would

also favour the deletion of the reference at the end of

Paragraph 3 of the New York draft to stimulating exports

unduly. We suggest the deletion of the words "or otherwise

seriously prejudice the interest of other Members."

In addition to these amendments, we would suggest one

further amendment. The draft seems to indicate that systems

for stablizing domestic prices of primary commodities involve

the maintenance of prices only at fixed levels, but it is

possible to conceive systems under which prices are not maintained

at fixed levels. We think that such systems also should be brought

within the scope of this proposal and we would therefore suggest
that, instead of saying "for the maintenance at fixedlevels of

prices for domestic consumption", we should say "for/ maintenance
within fixed limits of prices for domestic consumption."
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CHAIRMAN: The delegate of the Netherlands.

DR. E. de VRIES (Netherlands): Mr. Chairman, I think that

many of the questions which we are discussin now are just

drafting questions, and that there are only some major points of

substance in the Australian draft which was put before us. I

take, for instance, what the Indian delegate has pointed out, that

fixed levels might also be within certain price margins. We read

that a system for the stabilization of the domestic price is

a system for stabilization if it makes provisions for stabilization,

so that the inclusion of the Australian delegation is redundant,

but we can deal with that in the drafting, I think.

The same things applies to the deletion of the words "which

results over a period", and so on, and the word "also".

I think there are two or three main points. The first one

has already been mentioned, by the delegate of Belgium, that is,

the change of the words "may" and "shall". When we see it in the

French text, it is still worse - the French text is changed from

"pourra être considéré" to "Sera considéré".

The determinations in this Article, following paragraph 6, are

determinations among Members substantially interested in the

commodity. If we take that out, there is the important matter of

substance. I remember quite well that when Australia and

New zealand proposed this in London, they said "Will, our

stabilization scheme is a good one and everybody may study it.

We are glad to show to the whole world what we are doing" so, they

are not afraid to show it eventually to a conference of members

substantially interested in a certain commodity. I think that we

could better retain, as a matter of principle, the words "may be

determined" and not change them into "shall be determined.".

J.



The second point of substanceis what the Belgian delegate said -

the change of the word "and" into the word "or". . If we change it

to or", it would mean that in any case, where there might have been

happening, even for a short period, the sale of a product for

export at a higher price, then that will give every possibility of

doing what you like afterwards, and we do not know for what period

afterwards, whether for five years, for ten years or for twenty

years. So, I think the wore "and" is important here, because if

you have "or", then that would take out of the determinations of

the Members interested most of the cases, because Australia says,

with the exception of dried fruits, they are all in that case now,

so there ought not to be any consideration or determination

afterwards for all the Australian products,except dried fruits.

The third point is the proposed deletion of the words

"stimulate exports unduly", not by the Australian, but by the

New Zealand and Indian delegations. I think, Mr. Chairman, that

also is a matter of substance. Not to stimulate exports. unduly

is in paragraph 1 in the production subsidies; not to stimulate

exports at all in proportion toworldtrade is in paragraph 5 for

all of the export subsidies, so I think that when here we are

takingaway these systems of stablization from the export

subsidies into production subsidies falling under paragraph 1,

then we ought to retain the words "not to stimulate exports unduly".

If not, that will fall altogether out of the whole Article, and

that was not the meaning of the London Session.
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CHAIRMAN: (Interpretation): Professor De Vries showed usa

moment ago there were three important points to discuss .Therefore

I think we should limit our discussion to the three points, leaving

the drafting points to the Sub-Committee.

CHAIRMAN: (Interpretation): The Delegate of the United

Kingdom.

Mr. SHACKLE (United Kiingdom): Mr. Chairman, I think I

appreciate the need which the Delegate of Australia has suggested,

but I still feel, in common with other speakers, that the desired

text is not satisfactory.

As regards the main points, it seems to me that in the

first place it is definitely desirable in the second line of the

Revised Text to delete the reference to the return to domestic

producers.

As the New Zealand Delegate has observed, thatis inconsistent

with the interpretation which we have just given to paragraph 2(a)

by which we interpreted export subsidy as mainly a case in which

the export price is less than the comparable price to home

buyers-

If we were to retain the reference to returns to domestic

producers in the present text we should cast a doubt upon the

interpretation which we have placed upon paragraph 2(a).

My second point relates to the change from "may" to "shall"

in the sixth line, and therefore I agree with several previous

speakers that we must leave a discretion to the Organisation, for

the reason that the rule which is laid down cannot be stated in a

precise term. It seems to me it is a case where particular cases

have to be considered on their merits, and for that reason I think

it is necessary to leave a latitude to the Organisation.

Those, I think, are the points I wished to make.
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CHAIRMAN: (Interpretation): The delegate of Canada.

Mr. DEUTSCH (Canada): I merely wish to support some of the

remarks made by the Delegates of the Netherlands and the United

Kingdom. I am particularly concerned about the substitution ofthe

word "shall" for "may". I feel that in this field there ought to

be some power of review left to the Organisation, and we would be

much happier if Mr. McCarthy felt satisfied with the word "may".

Finally, we wouldnot agree with the New Zealand proposal that

the references to "unduly stimulate export" and so forth should be

removed. After all, if these things are to be permitted, then it

should be provided that they do not unduly harm the interests of

other exporters. That is, after all, the purpose of the whole

Chapter on Subsidies - that we shall remove this instrument of

economic warfare.In the final analysis any subsidy may be in the

interests of the consumer, but it is not necessarily in the

interests of world trade; and I do not think it is a decisive

argument to say that interests of the consumer might be taken care

of by subsidies. If that is the case, then we do not give any

provisions against export subsidies at all in the Chapter.

I do not think that was the intention. We are interested here

in the effect of subsidies upon world trade in general; and I think

that is the precise criterion in this case.
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CHAIRMAN: The Delegate of the United States.

Mr. R.B. SCHWENGER (United States): Mr. Chairman, this

paragraph as it was drafted at London we felt--and we continue to

feel--supplied, in this Article, a very useful need. It

recognizes that the principle that where a domestic stabilization

system results incidentally in subsidy sometimes and the opposite

type of action at others,-that such incidental subsidization

shall not have the same position under the Charter as has

subsidization which is directly entered into for the purpose of

taking a greater share of the market than a country would otherwise

have. And because it is quite an important consideration, we

were instrumental in extending the paragraph at this Session,

or of putting before the Committee the recommendation that it

be extended, to a similar exception in another portion of the

Charter where subsidies are dealt with, namely, the portion

dealing with countervailing duties and anti-dumping duties,

and I believe that it is rather seriously contemplated, if not

already agreed, that it shall be used for the purpose of exempting

certain types of subsidies from the operation of those portions

of the Charter.

For that reason, we cannot agree with any changes that would

extend the Article to a larger sphere, and we feel that whether

or not it was the intention of the proposals before us to do that,

at least some of them-one in particular--do have that result.

I refer to the addition of the words "or may result" after the

word "resulted" in the first "if" clause. It now provides that

if a scheme of subsidization entered into has a price fixing

provision with it and may at some time result in the sale of the

product for export at a price higher than the comparable price

charged for the like product to domestic buyers, that then it may

E/PC/T/B/PV/11- 32 -
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be exempted under this paragraph. To us that seems going

extremely far, because in the first place, schemesof

stabilization of whatever sort are subject to a good deal of

pressure from all sides within their own country, and it is

extremely difficult to do any more than hope that a scheme which

is entered on at a time when world prices are low will be

adhered to when world prices are high, if it calls for withholding

from domesticproducers the benefits of those high world prices

when they come.

Such schemes have been operated, and the Delegate of

Australia, of course, can put before us some very successful ones

that his Government has operated;but to extend the principle

that a scheme which has no record of successful operation on that

kind of basis may qualify, it seems to us to be a dangerous thing.

We particularly feel that it is not unreasonable to take that

view at the present time, because if such schemes are

conteplated at any kind of reasonable stabilization price, they

could start out now and very rapidly establish a period during

which they could export at a price higher than the comparable

price charged for the like product to domestic buyero. I think

it would be extremely difficult t to find a primary commodity of

which that is not true at the present time, so that any schemes

that are contemplated of the kind that are intended by the

original principle here could go ahead and operate. There would

be very little problem, but what bothers us is that the impact

of the new words would mean that atsometimes of less fortunate

world prices from the producers' point of view, you might have

a widespread resort to the provisions of this paragraph, and

might not have equally widespread continuation of the schemes

once the price situation had changed.

E/PC/T/B/PV/11
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We agree with the previous speakers on the points that

Professor de Vries has made, and I shall not discuss eachof

them, but there is one point--the point about the word "may"

which is proposed for deletion and substituted by the word

"shall" could be treated as a drafting point, but it would call

for--as I think one other Delegate has said--a number of

consequent changes. I just jotted down here roughly the type

of thing it would call for in order to retain the meaning.

If you have the text in front of you-- "shall be considered"

instead of "determined""notto involve a subsidy on exportation

uier the terms of paragraph 2 of this Article"; if it is

determined that (1) "andthen follows the clause ending with

"and" and then (2),climinating the words "if the", that would, I

think, retain the essential meaning which you have with the

word "may" and we think that would be quite a good drafting

change for the sub-Committee to look at. We agree also

with the last two or three speakers on the point suggested here

by the Delegation of New Zealand.
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CHAIRMAN (Interpretation): I think the delegate for riew

Zealand wishes to answer certain observations which have been made

a moment ago.

Mr. G.D.L.WHITE (New Zealand): Mr. Chairman, I apologise
for entering the discussion again, but I would like to say a few

words in order to correct the misunderstanding which may have arisen
which

from my earlier remarks, and/has been brought out by the statement

of the United Kingdom delegate. With reference to the words

"domestic producers", I did not wish my remarks to mean the deletion

of any reference to domestic producers in this text. I think that

there are many cases of stabilisation schemes which involve not only

"the domestic price" but also "of the return to domestic producers"and
we originally had the idea of making the whole thing refer to

domestic producers. We have been shown now misguided we were in

that, and we are now happy to make the opening art of the sentence

read: "a system for the stabilisation of the domestic price or of

the return to domestic producers", so as to retain both the

essential elements.
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M. LECUYER (France) (Interpretation): The French

Delegation is of the opinion that the Australian amendment

would result in a rather deep alteration of the original

Paragraph 3, at least on two essential points. First of

all, as regards the substitution of the word "shall" for the

word "may", we are also of the opinion that it is essential

to maintain a possibility of control on the part of the

Organization. I do not think that Governments should be

allowed to decide by themselves whether or not stablization

systems include or imply subsidies.

Another point which is perhaps even more important:

the Australian amendment completely leaves aside the idea

which was expressed in the original text, namely the com-

parison between domestic and external prices. Paragraph 3

as originally drafted contained a kind of reservation whereby

external prices could vary in the vicinity of domestic

prices, either above or below, but that they remained in the

vicinity of those prices. If we adopt the Australian amend-

ment, there will be no link left between these two categories

of prices and therefore it is possible to maintain almost

indefinitely very high prices abroad and very low prices in

the home market. This would result from the present

Australian amendment.

Finally, I think that the suggestion made by the New

Zealand Delegate, to delete the last words, "as not to

stimulate exports unduly or otherwise ..." would also be

detrimental. The whole question therefore should be

looked into very carefully. But, as a whole, the French

Delegation thinks that the New York text should be maintined,
with the necessary drafting amendments.
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CHAIRMAN (Interpretation): The Delegate of the United

Kingdom.

Mr. R.J.SHACKLE (United Kingdom): Mr. Chairman, I

do not want to waste time over what is mainly a drafting

point, but I would point out that the subsidy on exportation

has a definite connotation, which we have given it in this

text; that is to say, a case where the export price is lower

than the comparable price to buyers in the home market.

That being so, it is the comparison of the price to buyers

in the home market which is the yardstick, not to domestic

producers. I still feel it is necessary to eliminate the

reference to domestic producers for that reason, but I am

willing to leave that to the S.b-committee.

CHAIRMAN (Interpretation): The Delegate of Australia.

Mr. E.McCARTHY (Australia): Mr. Chairman, I will not

go over all the points, but I would like just to answer a

few.

In the first place, the reason that we proposed the

deletion of those words "which results over a period" was

purely a drafting one; we are quite content that this

should go to the Drafting Committee.

We thought our reference to Paragraph 2 - where those

words are stated, and the other words that we introduce

regarding the fixed level of prices for domestic consumption,

and so on - made those words superfluous, but we are quite

content for it to go to the Drafting Committee.

On the subject of "shall" and "may", our view was there

that the Organization has very full discretion in establishing

the facts, and, in effect, it is now given that the Organization

"may." It is in a position to pass judgment, "if..." and so on;
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"if" again, and, finally, so as not to "... seriously

prejudice the interest of other Members." Our view was

that all those were answered in the affirmative by the

Organization. If it would assist, we would be quite

prepared to see the words "if" provision is made" altered

to "determine whether provision is made." We would be quite

ready for that to go in. Weare quite prepared for the

Organization to pass judgment on the scheme. Having done

that, we think it ought to have no further discretion.

Mr. van der Post raised an important point of principle.

AlI Ican say is that we believe that if we put on home

consumption prices which are higher than export prices

we are, in effect, taxing our consumers. We think it is

wrong, therefore, that when export prices go very high the

domestic price should follow them and that domestic consumers

should beguaranteed a sound price when prices are low and

then have to pay through the nose when prices are high.

That view was taken in the case of wheat particularly, where

the producers ware told that they could not get external

prices for that part of the wheat which was sold on the

domestic market because they accepted, through Government

instrumentality, a higher price for the wheat when the export

parity was low. That is the principle which we observe.

I think it has at least some of the morality of this question.

The other point to which we attach the most importance

was one raised by Mr. Schwenger. I was hoping it would go

through without any comment. It made all the hurdles until it

met the one he provided. I would ask him whether, if the

principle is accepted - and it is accepted; it was accepted in

London and perpetuated in the Draft - what are we going to do

when we start on a scheme when prices are low - and we have to
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admit that most of these arrangements start when producers

are in trouble and they ask the Government to help them.

They start them and the problem then is to create a scheme

which is going to stand the test of time.

We can only say, in pointing to our schemes, that they

have stood the test of varying conditions. The Government

has withstood all the requests of producers to follow export

parity in the charges made to local consumers. But if

schemes start - and probably they will, particularly when

they have got schemes of proven worth - when prices are low,

and it might be some years before this particular criterion

is reached, namely, that the price fixed above world parity

is found to be lower than world parity, are they going to

be ruled out?

That is the only reason we have put that in and I

think it is, from our point of view, the most important

point in the amendments we have suggested.

I agree that there are other points here in the Draft

which should go to the Drafting Committee, and I think they

will be approved when they do go there.

39E/PC/T/B/PV/11
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CHAIRMAN (Interpretation): Gentlemen, we have had up to now

a very long discussion on the amendment which has been presented

by the delegation of Australia. I think we cannot go on with

this discussion in Plenary Session, and therefore I think we should

send this text to the drafting sub-committee, but before doing so

I should like to know the opinion of this Commission.

I should like to know two points. First of all, if, generally

speaking,we agree on the idea suggested to change the word "may"
into "shall", as has been suggested by Mr. Schwenger. On the

other hand, I should like to know if we want to open the door or

not to the conclusion of stabilization schemes when prices are low.

It is possible that the text as submitted by the Australian

delegation does not meet exactly all our views but I should like

to know your views on the principle of this idea.

DR. E. COLBAN (Norway) (Interpretation): Mr. Chairman, I

wonder whether it is wise to send definite instructions to the

sub-committee, and whether it would not be preferable to refer the

sub-committee to the discussions which took place here, and to

ask them to take into consideration the view-points expressed in

this discussion.

CHAIRMAN (Interpretation): It was my intention not to give

definite instructions to the sub-committee, but I was under the

impression that the sub-committee might not have enough instructions

but if you do not wish to give more precise directions, we shall

keep to what has just been said.

The sub-committee will be asked to examine the New York text

and to see to what extent it will be possible to introduce the

amendment presented by the Australian delegation.
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CHAIRMAN (Interpretation): We are now going to examine

paragraph 4. The U.S. Delegation proposes to make some changes

at the end of sub-paragraph (a). This Delegation asks the

suppression of the words:"the difficulty may be determined to
and

be a special difficulty of the kind referred to", and the words.i.e./

in that event the procedure laid down in that Chapter shall

be followed".

Does the Delegation of the United States wish to present some

observation on this question?

Mr. SCHWENGER (United States): Mr. Chairman, this was an

effort to simplify somewhat what happened to be a rather

peculiar text, at least in the sense that it showed something of

an excess of zeal for determination.

The word. "determined" in this Article, as you all doubtless

have in mind, means determined through the Organisation by

consultation among the Members principally interested. The words

say the difficulty may be determined to be a special difficulty

of the kind referred to in Chapter VII, and in that event the

procedure laid down in that Chapter shall be followed.

In the procedure laid down in Chapter VII, there is the

determination through a study group consisting of Members

substantially interested whether it is a special difficulty. But

to say that it may be determined by inter-Governmental consultation

to be a special difficulty - in that event we shall feel the

procedure for determining whether it is a special difficulty for

consultation among the Members is something in excess of

determination, We thought that to refer merely to the procedure

would be all that is required.
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CHAIRMAN: The Delegate of the United Kingdom.

Mr. SHACKLE (United Kingdom): In spite of the simpler

wording which the United States Delegate proposes, we do rather

definitely prefer the original text.

We feel that there is in it a real difference of substance,

in that the existing text in its reference to "may be determined"

and so on, does bring in via Article 66(4) what one might call a

preliminary screening or sifting process which should determine

whether any particular case is of such importance that it deser

-ves to be treated by the rather elaborate and cumbersome

procedure of Chapter VII, which would, of course, involve

the setting up of a study group and so on.

So we felt that should be reserved for cases of real

importance which have a widespread effect, and that the small

case, which touches only one or two countries, should be

settled out of Court, and for that purpose we do feel that it

is very desirable that this screening or sifting procedure

should be kept.

That is all we would wish - to see the existing text

retained.

CHAIRMAN: (Interpretation): The Delegate of New Zealand.

Mr. WHITE: (New Zealand): I fully support what has just

been said by the United Kingdom Delegate.

CHAIRMAN: (Interpretation); The Delegate of the

Netherlands.

Mr. DE VRIES (Netherlands): Mr. Chairman, I fully support

the proposal of the United States Delegate on this point.
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I think that in such cases, in the first place if you try

to go into bilateral cases when a Member considers that it

should be discussed multilaterally, and then you have to ask

the Members substantially interested - you have just those Members

which would be Members of a study group; so I think that if the

problem of the preliminary stage mentioned by the Delegate of

the United Kingdom is proposed here - if there is a study group

and if they have to determine first, will we come together and say

that this special difficulty shall be a matter for the study gro

group, you give an unreasonable delay to the whole procedure, and

I think it is better in that case for people coming together

just to say and determine that there is a special difficulty,

rather than by creating a study group under Chapter VII and

making a special study and reporting back to the Organisation
and a Conference can follow. Then if we are at some cumbersome

stage of the work, people all over the world can do that.

CHAIRMAN(Interpretation): Does anybody wish to speak on the

American Amendment?

Mr. SCHWENGER (United States): I would just like to say that

I consider this not a point of substance, inspite of what was said

by the Delegate of the United Kingdom.I believe, that the text

of Article 49 makes it quite. clear that any study group, whether

or not formally called one under the terms of Article 48, can

satisfy the requirements as to Conferences. I really do not

believe there is a substantial change; so that while I agree with

the drafting, we do not consider this an important change.
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CHAIRMAN: The Delegate of the United Kingdom.

Mr. R.J. SHACKLE(United Kingdom): Mr. Chairman, I am

grateful to the United States Delegate, who has offered to

withdraw his amendment. I do feel that had it been maintained,

we should have been involved once more in the rather lengthy

discussion that took place in the London Conference.

CHAIRMAN: Do I understand that the amendment is withdrawn?

Mr. R.B. SCHWENGER (United States): I would rather say

that if there is not general support I would be glad to withdraw

it, but since others have supported it, I do not feel free to

entirely withdraw it.

CHAIRMAN(Interpretation): In these circumstances, I think

we should send this amendment to the sub-Committee who will be

able to find a means of reaching a satisfactory solution.

We are now going to examine paragraph (b). The Delegates

of Canada and New Zealand ask for the deletion of this sub-

paragraph. You can find the remarks in Page 27 of the New York

Report.

The Delegate of Canada.

Mr. J.J. DEUTSCH (Canada): Mr. Chairman, we have always

had difficulty with this sub-paragraph, but our difficulties are

both of interpretation and of principle. Dealing with the

question of interpretation first, it is not clear to us whether

the requirements of paragraph 2, namely, the prohibition of

export subsidies, shall be relaxed when an attempt has been made

to form a commodity agreement but that attempt has failed.

That is one point: having attempted to form a commodity

agreement, the attempt has failed. In that case , the
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prohibition of export subsidies is relaxed? Or does it mean

that when a commodity agreement has been formed but that

agreement has failed, the relaxation then goes into effect?

It is a question of at what stage this thing applies. That

is not clear in the Article. It makes a very great difference.

In either case, if the interpretation is such that it

should apply when the attempt to form an agreement has failed,

we would object to the Article as well, because we feel that in

the attempt to form an agreement, the basic equity or the

situation should not be destroyed. If in the attempt to form

an agreement it is realised that some countries may use the

weapon of export subsidies during the negotiations for an

agreement, that is, that if you cannot succeed

in obtaining an agreement, then some countries are in the position

of using the weapon of export subsidies during the negotiations,

that seems to us to be an inequitable situation, because it

gives -8ndue influance to the countries best able to subsidize:

in other words, the wealthier countries as against the smaller

countries; the countries that are less dependenton exports

as against the countries that are more dependent on exports.

That seems to us an inequitable situation in the formation of

an agreement.

If this rule is a sound rule, that there shall be no

export subsidies, then it is a sound rule in all circumstances

and it should not be relaxed during the process of nagotiating

a commodity agreement or in effect released in the sense that

the weapon can be used knowing that if the agreement fails, or

if the countries having that weapon in their hands fail to get

what they want in the agreement, the weapon will come into force.

That, it seems to us, is not an equitable situation.

V
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Secondly, if it is intended that export subsidies may
to

be resorted/when an agreement has failed, that is, after one

has been formed and has failed, we think that that also is not

a sound provision, because if the agreement has failed we do

not see how resorting to export subsidies will make the

situation any better. It would simply reintroduce the

weapons of economic warfare in an already bad situation.

It is a sound rule, it seems to us, whether or not commodity

agreements exist, and we think it rather dangerous that when

a commodity agreement has failed the only thing we can do to

break the situation is to resort to weapons of economic warfare

at that point, and enter into competitive subsidization. That

does not seem to us to be a logical way of improving the

situation. It is nothing else but wielding a big club over

the heads of others, perhaps, and for that reason, as a matter

of principle, we find this paragraph very difficult.

I should go on to say that under the first interpretation,

that export subsidies may come into effect if attempts to

form an agreement fail, this is unsound, for another reason;

that if the attempt to form an agreement has failed, that

may be due to the considered opinion of all concerned, that

an agreement is not necessary. If the attempt to form an

agreement fails it nay be due to countries agreeing that an

agreement is unnecessary, that is at least one of the possible

causes of not reaching an agreement. In that case, why should

the export subsidies be relaxed - if it is agreed that an

agreement is not necessary? Again I say, that for all these

reasons we find it a difficult paragraph, and we suggest is

should be deleted as being inconsistent to the other portiors

of the Charter.
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M. DESCLEE (BeIgium) (Interpretation): Mr. Chairman, I fully
associate myself with the views expressed by the delegate for

Canada. Either these provisions have a general character, and in
this case they are not acceptable, or they tend to consider a

particular case and then they can be included in the framework of
Article 35 .

CHAIRMAN (Interpretation): This is paragraph 2 of Article 35.

Dr. T.T. CHANG (China): Mr. Chairman, we understand the fears
just expressed by the Canadian delegate, but we think that the mere

division of this sub-paragraph will not help unless we can think of
Something more constructive to take its place. I do not know what
the Canadian delegate would suggest in case the measures provided
for ir Chapter VII did not succeed.

CHAIRMAN (Interpretation): Before giving the floor to the

delegate of the United States, I should like to ask the delegate for
New Zealand if he maintains his reservation to the New York text?

Mr. G.D.L. WHITE (New Zealand): Mr. Chairman, we fully

support the point of view expressed by the Canadian deleate just
now, and we consider that paragraph 4 (b) is an entirely unnecessary
paragraph, and that the procedure in Chapter VII will have a greater

chance of succeeding in the absence of this clause because, if you

are always allowed to have, at the back of your mind, a return to

export subsidies and such other procedures, when other things do

not succeed, there things are very much open to abuse in our opinion.

Mr. R.B. SCHWENGER (United States): Mr. Chairman, we cannot
agree to the deletion of this paragraph without a full reconsideration
of the various other weapons provided in the Charter, and commended

to those who use them for accomplishing similer purposes. Irefer
particularly to subsidies other than export subsidies.
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I am sorry that the matter isbeing considered on the basis

of equity, because it seems to us that for those whose economic

and political structure has led in the past to the use of

oxport subsidies, rather than other types, those methods of

dealing with a trade problem can be looked at without moral

feeling. different from that with which one looks at other

methods of dealing with that type of problem.

For us - and I speak now just for the particular case

of my country - these export subsidies have come to be used

in a limited degree as a concomitant of a type of internal

price support that is peculiar, I believe, to us.

I think it is necessary to keep always in mind in the

discussion of Paragraph 4 that it deals with cases where

there are special difficulties of the kind referred to in

Article 46, the introductory Article of Chapter VII, and that

it has been agreed by us all, as a basic principle of the

Charter, that such special difficulties call for treatment

different in nature from that which Chapter V provides in

other circumstances, for the same product or for commodities

which are not affected by such special difficulties.

I would like to point out that the structure of the

Article with which we are dealing as a whole is as follows: we

permit subsidization, except where injury is such as to bring

into operation complaint and consultation procedures. We bar

only such subsidization as results in a price differentiation

between the domestic market and the foreigen market,and when

E/PC/T/B/PV/11
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there are special difficulties we have a spacial case. We refer

the case to Chapter VII, but we say that if Chapter VII pro-

cedures do not succeed, then it is still a case outside of this

particular provision barring export subsidies. It is that last

part of the structure of the Article that it is proposed to

delete.

Now I would like to point out that the Article is already

rather strict about the matter. It does not provide, in

those circumstances, for the use of the export subsidies unless

measures provided for in Chapter VII have not succeeded, or do

not promise to succeed, and the question of whether they have

succeeded or not, or whether they promise to succeed or not, is

made the subject of a consultative determination by all the

interested countries, so that, to a certain extent, the club is

in the other hand, because we have renounced the use of export

subsidies except under a situation that is rather difficult to

bring about.

We are conscious that in going even that far we are going

to have a good deal of difficulty, domestically and politically.

We do not believe we can go any farther.

CHAIRMAN (Interpretation): I should like to go on with

the discussion of Article 30 in order to finish this Article

tonight. It is the only importent question remaining on our

Agenda, the last item being purely a drafting question.
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CHAIRMAN (Interpretation); The delegate for the Netherlands.

DR. E de VRIES (Netherlands): Mr. Chairman, I think it is

true that this sub-paragraph is meant as an escape clause, and as

an escape clause, in the first place, for a primary

commodity, that is, in case even the measures of Chapter VII have

not succeeded or do not promise to succeed.

As to what the Canadian delegate means, I think we have to

consider that carefully. If we get through the United. Kingdom

amendment on Article 37, which means that under Chapter VII you may

have any exemptions from Chapter V, that would mean that if you have

an agreement, that agreement cannot succeed to remover or prevent

the burdensome surplus and then in that agreement we might

establish subsidies of allow subsidies.

That was not the case when that was adopted in London. That

was not the case when the United States Draft Charter was presented,

so that might be one of the reasons why it was put in the original

Draft Charter. So, I think, if we have a good solution for the

problem of Article 37 and of Chapter VII as a whole, then we can

make it clear that this cannot mean that a commodity counts or that

a commodity agreement can provide for certain subsidies, because

already that is in the generall Article.

Therefore this can only be retained as an escape clause in the

case vvhere anagreement does not succeed, orwhere an agreement is

terminated - I should. also take into account the case where an

agreement is terminated because it does not succeed.

Now, Mr. Chairman, we have in paragraph 2(b) of this Article

the possibility for a special amendment, for a special problem,

and the Organization provides for an extension of the period of

an export subsidy, but no possibility, even for the Organization,

to make it possible to re-insert it again if the subsidy has been
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abolished.

Now what here is put in Article 4(b) is not opening economic

warfare again, but it is giving to the Organization the

possibility of an escape clause, not of an extension of an export

subsidy, but the possibility of a re-insertion, and I think you

cannot leave that out for a special case, but I think you can make

it clear in the drafting that it is only meant for this extreme

case.

CHAIRMAN (Interpretation): I think that two questions arise

in connection with sub-paragraph (b). Firstly, there is an

objection of principle to the text of Article 30, paragraph 4.

Secondly, a number of remarks have been made regarding the

interpretation which could be given to the text.

As regards the principle itself, I should like to recall that

both in London and New York the majority was in favour of the

existing text, and, as was pointed out by the United States delegate

if it is desired to delete this sub-paragraph, the whole Charter

will be upset thereby. Of course, the Preparatory Commission is

not bound by the decisions taken in London, but I do think that it

would be preferable, as far as possible, not to depart from the

compromise which was reached in London after great pains.

J. E/PC/T/B/IV/11
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If the majority appears to be in favour of the maintenance

of this text, I think it would be wiser to retain it, but on

the other hand the Sub-Committee might be asked to examine just to

what extent the changes made in Article 37 or Chapter VII may

have their repercussions on paragraph 4 of Article 30; and

secondly, if possible, to make the wording more precise in order

to avoid such interpretations as have been pointed out by the

Canadian representative.

CHAIRMAN (Interpretation): The Delegate of Canada.

Mr. DEUTSCH (Canada): Mr. Chairman, in the first place I

cannot admit that the deletion of this paragraph would upset the

whole Charter. I do not believe that is so.

Secondly, I do not know to what extent we are bound in this

case by the decisions in London, and if the majority is in favour

we would accept that; but we are not sure that they are on this

point of retaining the Article.

In any case, if it is decided to retain it, we feel it would

have to be clarified a great deal as to what exactly is meant.

Furthermore, I may at this point also seek to discuss one or

two points made by the American Delegate. He stated that there

would have to be a determination before this Clause could come

into effect, but I feel that the determination required here is

not really a determination of whether an export subsidy shall

go back into effect. Certainly on one interpretation, and perhaps

on any interpretation, the Organisation has no choice in this

determination. There is no real determination - in other words,

if a commodity agreement has failed to come into effect and the

Organisation determines that has taken place, that is no real

determination, it is just a fact - not a determination. And so
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the real question of whether or not to revert to export subsidies

is something not to be undertaken in a circumstance that is not

provided for in this Article by the Organisation.

Now, if that were done, I would be prepared naturally. -

any Member has the right to go to the Organisation and ask the

Organisation to give a relaxation from some commitment, and

there were procedures laid down - if the matter were to be dealt

with on that basis I am perfectly satisfied, as Professor de Vries

pointed out, that under 2(b) there is provision here for the

expansion of export subsidies and a procedure laid down for that

purpose.

If this natter were dealt with in the same way, any Member

that could make a good case that the rule is unduly burdensome to

it, and could make a good case that it should be permitted to

have a relaxation of that rule under the procedures laid down -

obviously in such a case we would have no objection, and we would

be quite willing to consider a solution along the lines suggested

by Professor de Vries. Not only may a Member apply for an

extension, but for re-imposition, in certain circumstances and

procedures where the Organisation has the right to determine

whether or not the request is a proper one. That is something

that applies to other undertakings in the Charter, and in that

connection we are quite prepared to consider it.

We do object, however, to the particular method that is

employed here in this Article.

CHAIRMAN: (Interpretation): The Delegate of the United

States.

Mr. SCHWENGER (United States): Mr. Chairman, I personally

consider that a very constructive approach. Without being able

in any way to see just what we can agree to, I think that the
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Drafting Cor.ittee ou,ht toofonsider the possibility c using

that approach as a means of reconciling views here. It seems to

me that 5he material in paragraph S which was originally

passed and proposed ought to be re-integrated with it in some way

or other, and the two together probably have a closer relationship

to 2 (b) than is indicated. Those are points that just occur to

me as probably things that ought to be considered.

CUIYAAN (Interpretation): I think that the last proposition

amade by the Delegate of Cnada will allow us to think that the

zb-Comaittee will reach a satisfactory solution, and that this

solution All be accepted not only by the majority of the Members

but byall the Members.

I therefore propose to send this paragraph to the Sub-

Coaite, asking the Sub-Committee to take into account. t

observationsaade by Mr. Deutsch.

t/Pt/ /T -p/11_
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We are now going to examine Paragraph 6. As far as

Paragraph 5 is concerned, there are no propositions, and we

will only ask the sub-Committee to take into account the

observations of Mr. Schwenger. As far as Paragraph 6 is

concerned, I think we could suggest to the sub-Committee that

they take into account the observation made regarding Article 52

and ask them to find a similar solution. Are there any

objections? (No objections).

We have now achieved the examination of Article 30.I

should like to inform you that the sub-Committee, the

composition of which was approved a moment ago, will meet

next Thursday at 10.30 a.m.

The Delegate of Norway.

M.E. Mr. Erik COLBAN (Norway): (Interpretation):

Mr. Chairman, when we began the examination of Article 30, I

pointed out that I did, not enjoy the assistance of an expert.

Our expert arrives tonight and if after a examination of

the situation he finds that he has proposals to make, may I

be allowed to submit our proposals direct to the sub-Committee?

CHAIRMAN: I think we can all agree to that. The

Meeting is adjourned.

The Meeting adjourned at 6.53 p.m.


