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Subjects discugged: 1. South African Communication on Import
' Restrictions (SECRET/CP/1l and Add.l)}.

2, Specisl Exchange Agreements (GATT/CP.3/44.
and Add.l, GATT/CP/32, and GATT/CP.4/24),

3., Australian Subsidy on Ammonium Sulphate
(GATT/CP.3/61 and GATT/CP.4/23),

The CHAIRMAN welcomed Greece as a new contracting party.

Mr. NAOUM (Greece) thanked the Chairman and stated that his
government looked forward‘to,whole-hearted co-operation with the
contracting parties. 4 '

1. South Africanicommunication on Import Restrictions.
(GATT/CP/1 end Add.1l).

The CHAIRMAN recalled that this item related to consultations
whidh;hqd taken place at the Third Session; he referred to
Section VI of the Report of the Working Party (GATT/CP.3/43) re-
lating to consultation with the International Monetary Fund,
wherein the Fund had stated that it was unatle to give a final
opinion gt the Third Session as it required more detfiled infor-
mation. He read a letter from the Executive Secretary to the
Managing Director of the Fund, dated February lst, inquiring
whether the Fund had come to any conclusions on the questions
covered in Sec¢tion VI, and the Managing Director's reply of Febru-
ary 20th that any views the Fund might have would be submitted
by thelr répresantatives to the FTourth Session. In these ocircum-
stances he suggested that the Contracting Parties refer the
question to Working Party.E, which was considering balance-of-
payments questions, The Contracting Parties could also note that
the Fund was'currentlylconsidering the financial aspects of the
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South African restrictions and that a report would'bevreceired
from the Fund on this matter, The Werking Party_might wken it
considered appropriate in view of the Fund's consideration, deal
with the communication from South Africa under the terms of Artiole
YIv: 1, (g) and other approprlate provisions of the Agreement.

Mr. VAN BLANKENSTEIN (Netherlands) supported the Chairman's
suggestion that the question be referred to Working Party E and
wished to make a few observations on “he import restrictions in
question which might assist the Working Pa:ty‘in their consider-
vation. ' Hegdid not wish to discuss the purely financial side of
the problem nor to contest that there wers not good reasons for
the imrositidn 0f these restrictions. . He also wished to say
shat since Annecy the situation had much improved as South Africa
was no longer making a distinction between sterling and other

soft-currency areas. He would, however, :all the attention of the

Contracting Parties to the "prohibited list™. South Africa
claimed that these restrictions were imposed in accordance with

the terms of the General Agreement and were non-discriminatory;

the importetion of czrtain goods was prohibited and no arrangements
vere made to admit imports under “ilateral agreements. The

reczult had been very unfavourable to Netherlands' exports to

South Africa. He ~ -lained that traditionally the Netherlands

hed a favourable trade balance with South Africa in the years Before °
the war (12,4 million gu’lders as opposed to 3 million guilders of
imports from South Africa). T..is Lalance had *egun %o alter‘in
1947-48 (22,8 million guilders exports opposed to 12.7 guilders
izperte) and uwy 1949 the figure for S.uth African exports hud

risen to 25,2 mill%on guilders, The same year, however, import
restrictions had cut South African imports from the Netherlands

to €% million guilders. It was clear from these figures both that
the Netherlands had given South aAfrica ample opportunity to earn
Dutch currency and that the lessening of Dutch exports was very
serious indeed. IT it were argued that the goods on the pro-
hivited 1ist were only luxuries, nevertheless the production of
luxury goods was a vital and highly skilled industry in many parts
of Burope and an industry which European countries, through bilateral
agreements, had succeeded in allowing to continue: . FEut certain of
the goods on the prohibiteé list could not be placed in the luxury
class and their prohilition g8ava the appearance of protection.

Mr. Van Blankensteln suggested that the Workiug warty, whish was now
directing 1ts inquiries into the protechive effects of quantitative
restrictions, partioularly to countries involved in *ilaterel agree-
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ments, should also enquire into the effects of complete prohibitionms
of cartain imports, He did not doubt the good faith or intentions
of the Scuth 4Airican government, and realized that attempts were
being made to counteract the protective effect of these restrictions
by controlling investments and supplies of raw materials for new
industries, but he suggested that the results might differ from

the intention, Cortainly it eould not be denied that an absolute
trade prohibition was more far-reaching and demaging in effect than
a quantitative restriction, which at least permitted some imports

of  the restricted preoducts.
- Mr+ BOTHA (South Africa) suggested that this might be discussed

in the Working Party, ‘
Upon Mr. Van Blankenstein's agreement to phis proposal, the

Chairmen read the =mdditional terms of reference for Working Party

¥ to cover consideration of the communication from South Africa.

Thig wee agreed.
2. BSpecial Exchange Asrcements (GATT/CP.3/44 and Add.l, GATT/CP/32,
aad: GA:ZT7Q§%4712_@; Y.

The CHAYRMAN called the attention of the Contracting Parties
to the letters between the International Monetary Fund and the
Exeautive's@cretary‘oontained in document GATT/CP/52 and also %o
the acceptance by Ceylon of a special exchange agreement (document
GATT/GP/SS). " He gave a résumé of the general situation relating
to exchange aereements. A resolution adopted at the Third Session,
requiring‘ ¢ontracting parties not members of the International
Monetary Fund té entoer into special exchange agrcements, related
"particularly to Burme, Ceylon and Pakistean; agreements for those
three countries had besen prepared in Januaery, signed by the Chairman
of the Contraéting.Parties and deposited with the Secretary General
‘of the United Ngtions. Ceylon had deposited an instrument of
acceptance on érd Maroh &nd the agreement would enter jato force
on 2 April; Geyloh had aiso notificd the Contracting Parties that
it intended to avail itself of the transitional arrengements of
Article XI of the 4greemeant for the maintenance of restrictions on
paynents and transfers for surrent international transactions.
There remained certain other matters whioh would have to be dis~
cussed with the Government of Ceylon and with the Fund, namely, the
determination of a par value for the Ceylon currency, margins for
transactions i1n gold and foreign exchange, the furnishing of infor-

mation, stec.
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Burma had advised that, since it expected to Jjoin the Inter-
gational Munetary Fund in the near future, it would request the
Contracting Parties to allow until the next session its acceptance
of the special exchange agreement. ankistan also expeckted to join
the Fund in the near future and consequzntly felt it Unnecessary
to accept the agrsement. At the Third Session the Contracting
Parties had also, by resolution, extended the time limit for New
Zealand's acceptance of an agreement, and it was expected that any
New Zealand proposals to meet its special difficulties would be
considered at this session and the date for its acceptance would
be fixed.

Furthermore, three Annecy acceding governments - Haiti,
Liberia and Sweden - were not members of the Fund and a Third
Sesslon resolution required that such governments should accept
agreements within four months of becoming contracting parties.
Haiti and Liberia expected to become members of the Fund by the
end of the current month, but, in the case of Liberia, it would.not
be necessary for it to accept a speclal exchange sgreement in any
case since, by a resolution of the Third Session, a contracting
party using solely the currency of ancther country was exempted
from this requirement so long as neither of the two countriss
maintained exchange restrictions, Finally, it had VYeen agreed
et the Third Session that the Contracting Parties at this session
~ should consgider the procedure and arrangements that would be
necessary to implement the provisions of special exchange agreements.
In this connection, the Chairman referred to document GATT/CP,4/24
girculated by the Unlted States delegation. .

Mr. KOEIMYER (Ceylon) explained that his government had
accepted the special exchange agreement since there was ho prospect
of its becoming a member of the Fund before 23rd February. He
suggested that the U.S. proposals on procedures be referred to a
Working Party for discussion,

U, MYA SEIN (Burma) thanked the Cheirman for his explanaticn
of the Burmece case,

Mr. DJLEMH:ANL (Indonesia) explained that Indonesia was con-
sidering the question of becoming a member of the Fund and assured
the Contracting Partles that if Indonesia d1d4 not become a membar
a special exchange agreement would be entered into within the time

prescribed.
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sonti T HLSNIE (Pakistan) explained that Pakistan had heen making

/ efforts to joln the FPund and had expected to hecome a member before
23 February whea & special exchange agreement would no longer have
been becesgsary. The Governors of the Fund had egreed to the
membership of Pakistan but too late to get Parliament's approval
hefore 23 February, It seemed, however, better, since Pakistan
would become a member of the Fund very shortly not to enter into
a special exchange agreement, both btecause it would complicate
metters in Parliement and it would raise issues for the Contracting
Parties which would be taken up by the Fund in any case.

The CHAIRMAN said that it seemed c¢lear that it would be necess-
ary to set up a Working Party but he wondered whether it would not
be possikle for the Contracting Parties to decide at this meeting

’on the ocase of Pakistan, since Mr. Hasnie was expecting to leave
Geneve in the near future, _

Mr. EVANS (United States) hed no objection, but enquired
whether a deflnite date might be set for the extension of the tima
limit for Pakistan. ‘

Mr., HASNIE (Pakistan) replied that it was unlikely to take more
than four months and explained that the Fund was satisfied‘that ‘
matters were proceeding as r-pidly as possible.

The CHAIRMAN suggested setting the date of September 30, which
wasg the date set by the Fund for the possible extension of the time

limit to Haiti,

This was aggreed,

" The CHAIRMAN explained that this decision would be given
- formal effect in a resolution,

Mr, SCHMITT (New Zealand) thanked the Fund for the advice con-
tained in its letter of 3 March (dccument GATT/CP/52}. With
regard to New Zealand's special position, he explained that there
were further difficulities since the new government had not had
sufficient time to studéy the question, He had instructions not
to propose amendments to the text of the special exchange agreement
et this Session, but he would like an opportunity to discuss in the
Working Party a time limit for the entry of New Zealand into a
special exchange agreement.

Finally, on the question of procedurs, he thanked the United

States delegation for producing so detalled a paper and considered

it would ee of great assistance to the Working Party. He supported
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the suggestlon that the question should he referred to a Working
Party since it was a highly technical cne and of concern to few

of the contracting parties. 4L working party would also *e

assisted By the consideration during the Anhecy meeting of the
question of inter-gessional procedurss. This whole question

gseemed to him an example of the difficulty of taking a text from the
Havana Charter and trying to apply it under the General Agreement.

Mr. JONSSON (Sweden) explained that Sweden was now considering
applying for membership in the Fund and was aware of the require-
ments concerning a special exchange agreement in the event that it
did not vecome a member of the Fund. He said he would welcome an
opportunity to discuss this with the Working Party.

Mr. WALKER (Australia) agreed w ith the New Zealand delegate
that the document circulated hy the United States delegation would
Ye very useful as a basis for discussion. ‘'Australia considered
it hoth very important and also a question of principle that
limits should be clearly set within which contracting parties
were required to accept decisions of the Fund. He felt that this
paper went further in certain points than Article XV itself and
required careful consideration. _

Mr. DEUTSCH (Canada) hoped that the Working Party would con-
sider whether it was necesdary or desirable to codify so detailed
a set of regulations at this stage. It appcared that almost
every government needing a special exchange agreement was con-
templating joining the Fund and since the future organization of
the Contracting Parties was not known, it might be preferable to
wait,

Mr. EVLNS (United States) agreed that this paper required
careful examination and said that the United States would e glad
t0 have ths Australirm and Canadian péints raised in the Working

Party, His delegation would also e glad to see the length and com-
plexity of the rules reduced, The United States had felt, however,
and he thought it had also hreen the opinion of the Working Party
in Ainnecy, that 1t was necessary to codify the rules of procedure
in this case even if all the contracting parties should hecome mem>.
hers of the Fund. There remained the problem of future acceding
governments who should know at the time of accession precisely
what was lnvolved. .

The CHAIRNMAN suggested terms of reference for a Working Party
on Special Exchange Agreements to cover all the questions raiged
in the discussion, and memtership based on the membership of the
Working Party at the previous session and during the inter-sessional
period., The only change was the su-stitatlion offIndonesia for
Pakistan, since the delegate of Pakistan was leaving Geneva,
Mr. Steyn was named as Chairman in his personal capacity, and
Belgium, Burma, Ceylon, France, Indosesia, New Zealand, United
Kingdom and United States were appolnted &s memhters,
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3. Australian Subsidy on Awmmoniun Sulphate (GATT/CPﬁ&/6l and
GATT/CP.4/23)

The CHAIRMAN explained that no action had been taken on
this question at the Third Session as Chile had requested time
to negotiate directly with Australia, but had also requested
that it be kept on the Agenda for the Fourth Session,

: Mr. ALFONSO. (Chile) thought that sufficient details were
contained in the papef-which had been circulated., He did wish
to point out, however, that this was a question of principle
rather than of the amount involved, since the inmports by
Australia of Chilean nitrate were relatively small. He also
wished to emphasize that his governnent was not asking for

the payment of a subsldy to Chilean nitrate but only that it
be given equality of treatment with & 1like product., The
subsidy on ammoniun sulphate made 1t impossible for sodium
nitrate to compete freely in the narket. He considered that
this involved the basic principles of the Agreement. He was
anxious to hear the Australian explanation since in the last
conversatlon between the two governmments the fLustralian
delegation had agreed to recomnend the reinstitution of a
subsidy on sodiun nitrate,

Mr. WALKER (4ustralia) complimented the Chilean delegation
on its clear declaration and said that, except for paragraph
12(b), which he could not accept at all, the situation was
set out very fairly from Chile's viewpoint, However, the
facts were nore conplicated than appeared from the Chilean
statement and he felt it necessary to supplement that state-
ment at several points.

Firstly, he explained that the subsidy on sodium nitrate
had been instituted in 1943 as nart of the organization of
the country's econony for war, and the resulting price stabili.-
zation and control of productlon of certain primary products,
Before the war, sodium nitrate and ammonium sulphate had been
sold comnercially at the same price. In the course of the
policy of price stabilization, exlsting price relations were
frozen and the government proceeded to subsidize imports of
goods which were considered essentlial and whose landed cost
was rising. Accordingly, the subsidy varied from time to time
and from product to nroduct. In the case of nitrogenous
fertilizers, it was decided, unon the outbreak of war, to set
up a pool of all such fertilizers and to procure them wherever
poSsible, depending upon shinping and availlability. This pool
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would distribute the fertilizer to producers at a fixed price
of £16.,10. -. a ton, No subsidy was reqdired in the first
year of the pool since no losses were incurred, but when it
became apparent that the pool was losing by adhering to the
fixed price, the losses were met by the governnment. This

was the subsidy referred to, No direct subsidy was paild

on the inportation of eithef cormodity, and the total subsidy
to the pool could only be attributed to that product by
calculating the quantities used and the prices at which they
were produced or imported, Like all other subsidy arrangenments,
it had to come under review after the war and it was in the
course of this review that the Governnent, in July_l9k9,'
decided to discontinue the inclusion of sodiuwm nitrate in the
pool arrangenent, The arrangement was céntinued with regard
to amrioniun sulphate, both local and imported=' Such a pool
had existed on a commercial basis before the war and the
orizinal war time arrangement was rather one of extending the
pool to cover sodium nitrate than the annlication of a subsidy
to both products. . ‘subsidy was continued to cover losses
nade by the ammoniun sulphate pool (desnite an increase in
nrice) because this type of fertilizer was used by producers
of comlodities still selling under a fixed maxinum price such
as suzar, whereas sodium nitrate was used chiefly for products
not subject to price control and it was consequently felt that
those producers could bear the variatimns in the price of the
latter product. He explained, in this comnection, that sodium
nitrate and ammoniun sulphate had sonewhat differcnt properties
and that the former was needed m2inly for acid soils, but,
because of its moisture absorbent qualities, was unsuitable

to the sugar growing areas although the soil there was acld,
During the war, when supplies of nitrogenous fertiliser were
distributed by the government, dAustralian farmers were glad

to get what they could, even if the type of fertiliser was

not what they preferred. Those conditiosns no longer existed
and farmers! own preferences were now effective again,

Mr. WAIKES said that, while the statement in paragraph 4
vas correcﬁz sustraliz had never contennlaled that the General
sgrecnent on Tariffs and Trade would require that a subeidy
introduced during the war for purposes of price .stabilizatlon
be retained indefinitely., The process of decontrol went on at
a varying pace £ different cormodities. _fwstralla had en-
tered into negotiations with Chile on the question of the
subsidy, but he felt that paragraph 9 of the Chilean docunent
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gave an iapression that the ..ustralian negotiators were con-
vinced of the strenzth of the Chilean case. He explained

that the .Lustralian negotiators had advised their governnent
that, while they could not agree that there was a case ‘under
the General .greement, in view of the inportance that Chile
attacned to the question, they suggested that the government
night agree to pay a subsidy on sodiuwa nitrate. The
sustralian governnent had considered this proposal and as a
friendly gestiure hnd sugzested that an out-right subsidy be
granted, based on the nitrogenous content of the nitrate,

This offer was rejected and in the circuastances dustralie
agreed to take the question of principle vefore the Contracting
Parties and withdrew its previous offer, His delegation woulf@
be zlad to explore the situation as fully as possible in order
to reach soie sort of solution.

Mr. 4HLFONSO (Chile) referred to paragraph 9 and said
that while he could not speak for the exact communication fronm
the Justralian delegation to its government, the .ustralian
delegate had stated that he would have opposed the withdrawal
- of the subsidy and, while not agreeing that the Lgreement
had been violated, would recommend its reinstitution if the
question could then be renoved from the ..genda,

Mr, .LFONSO felt that Mr. WAIKER'S statement made the
sustralian position no nore tenable, He did not wish to enter
into the very technical questions of the difference between
the two products, but would point out that Chilean nitrate
was a whole product used for agriculture everywhere and
nowvherc considered as non-conpetitive with ammoniun sulphate.
In the United States nitrate of sulphate was used in very large
quantities and in the United Kingdonm and Sweden it received a
higher subsidy than amimonium sulphate, Perhaps the Contracting
Parties would wish to consult, under the teras of Article
XXIII, with any appropriatc intergovernmental organisations
on the technical qualities of the two products, He felt that
it was nost laportant for the Contracting Parties to decide
whether the fundanental principles of the .ugreement were being
resoected in this natter,

The CHLIRILLN said that the discussion would be continued

at the next neeting,.

The neeting adiourned at 5.45 p.n.



