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1, Continuation of Item 9 - Speccial Exchange Agreements (GATT/GP, 5/16)

M, CASSIERS (Belgium) suggested thet the working narty which was to deal
w1th this question should limit itself to cons 1der1ng whether appropriate pro-
cedures could be worked out for the administration of swecial exohange agreements,

e agreed with the Cuban representative in that, although sympathetic to the Hew
Zealand difficultiecs, he could not accept a formula whereby an obligation would
exist for all of the contracting partics except. one., The working party could not
agk New Zealand why it did not wish to join the Pund’ since the .grecment gave it the
choice, but it could suggest that New Zealand be not teo negative in its attitude
to the alternative, He provosed as a poscible formula that, for so long as the
Contracting Partics did not constitute an orgenization competent to examine and deal
rapidly and secretly with cxchange matters, such zs devaluation, the controcting
parties should authorisc the fund to act, not as it would act toward onc of its
ovm members, but as a technical advisory body,

Mr, TOMKIN (4ustralia) referrcd tc parsgraph & of srticle XV prov1d1ng
that contractlnc partics should cither become members of the Pund or enter into
a Sogeizl Ixchange sAgrecement., Tals obligati.n was mede spueific mainly in order to
implement paragraphs 4 and 8. 4ll countries, however, had zcce»ted the obligations
contained in the leatter two paragraphs, including Few Zealand, Since Mew Zealend
was unable to comply with narcgraph & the problem should be approached from o
practical point of view, There vwere in fact two problems belforce the Contracting
Partics, the immediate one of New Zealand and the long-toerm question of action
under Article XV, If the practical solution were adorted to the first, an
cxtension of time would be granted te New Zealand to enable it to carry on, while
other.countries would accept its assurance that it would, in the mecantime, adhere
to all the other provisions of the Article, inecluding paragraph 4, The seccond
problem should also be fully examined by the vorking party, particularly the
United Kingdom wmroposal, It might be directed o submit o repert for preliminary
examination at this session; more detailed action to be taken at the Sixth Session,

M. LARRE (France) said tnat the French delegation considered the terms
of the Lgreement obligatory on all mumbers, and this a9splied to Article XV and to
paragraph 6. . Special Exchange Jgreement had becn prevared and there had been no
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_ proposals of amendments, He agreed thet it would be desirable For the'  //" |
working %arty “to study this question of mrocedurcs for the administration

of special exchange agreements. )

The CHAIRMLN said that there was general agroement thet £he
question be referred to a working warty., He had thought it might be possible
to arrive at a satisfactory conclusion at once regarding Burmo, Indonesia
and Sweden, sinec no questions arose in their cascs, but there would be no
difficulty in referring thc metter insofar as it concerncd those threc
countrics also to the working perty, The gquestion of Haiti and New Zcaland
was morc difficult and the working party should toke into account the various
suggesti ns for sction to be taken., He provoscd ‘thercfore a working party
vith terms of refercnce ac follows:

(a) To conszider the position oi' those contrdéting?partiggmg;‘m
which arc not members of the International Monctary Fund and
7 have not yet complicd with the rosolution adopted at the
Fourth Session of the Contracting Portics requiring such
countrics to cnter into a Special xchange Agrecment
not latcr thsn 2 'Nevember 1950,

(b) To examine, in tho light of' this consideration, the nced
for the adoption of wréccdurs Tor the administration of
BSpecicl Exchange agreements, and, i1f such procedures

arc, in the circumstances nccessary, to makce recommendations

' concerning suchprocedures, e i ] o
and membership cos follovis:

Chairman: M, G, JANSON (Belgium)

Members: Belgium. " Hadti Sweden i
Burma Indoncsia United Kingdom-. !
France New Zealand United .Stotes

T..as wos approved,

2 Item 8 - Consultations on Recent Changes in  Irport Programmeé
GaTT/CP. L/ 31 and GaTT/CP, b/2k) .

s The CHAIRMALN referrcd to the report of the working party at the
Fourth Session (GATT/CP.4/31l) and to the letter addressed to the Fund initiating
"consultation (GATT/CP,5/24). Background materinl supplicd by the Fund concerning
the countrics, in question had beecn circulated to ¢ach country as sccret
documents and a statcment by the United Kingdom had also been circulated as
Secret/CP/11, - He recallcd that towards the ¢nd of the Third Scssion of the
Contracting Parties the United Kingdom, in viey: of the heavy drain on its
financirl rescrves, cnnounced thu imposition of scverc new measurcs to curtail
imports from hard currency, and notebly frondollay areas, +he United Kingdom
inférmed the Contracting Partics of this intuleification of restrictions ond
expressed its willingness to unter into consultation in accordance with the
provisions of Article XII: 4(b), The Unitcd Kingdom indicated, however, that
it would be difficult to undertake such consultations immediately and it was
accordingly agrecd that thoy should be deferrcd to the Fourth Session, . .t the
Fourth Scssion the matter wos considered sgain, .s it wes then known that a
numbcr of other contracting parties had intensificd their restrictions, the
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working party established for balance of pavmcﬁt; qucstions was asked to

.determine which contracting parties "were substantially intensifying imoort
restrictions and should thercfore be invited to consult with the Contr"ct;up

Parties in accordence with Article XII: h(b)" GATT/CPB. L/31)., The

Working Party reported that the question of intensification nrosc in the case of
isustralin, Ceylon, Chile, India, New Zealand, Pakiston, Southern Rhodesin, and
the.United Kingdom. In the course of the discussions the
representatives of those ccuntries saild that they were willing to cnter into
consultation with the Contracting Partics regerding th: recent changes in
import programmes, end it wos accordingly rccommended that consultations

under Article XII: L(b) be undertoken with thost countrics in thosc terms.

The representative of the International Monctary Fund 1ndlcatcd however,

‘that the Fund could not be ready in the limited time available durlng the
‘Fourth Session to enter into consultations with the Contracting Partics

with respect to all those countries, ;ocordlnglj the Working Party
recommended that the countries be invited to consult at the rlfth Session
and the Fund be formally advised that such consultations would take ploce,
These recommendations were approved by the Contracting Partics, :

On 2 June 1950 the Chairman of the Contracting Perties informed
the Fund that these consultations would take place at the Fifth Session and
initiated a consultation in accordance with . thé.arrangements between the

-Contracting Parties and. the Fund, The Fund provided, beforc the opening

"of thé Se§sion, substantial documentation, entitled. "Rackground Information",

and had also sent a gbrong deleg“tldn oremarua 1o participate in the necesse rJ

1consultutlons.

- . The Contractlng Partlcs had now to decide on a proccdure for the
carrying out of their consultations with the eight contracting norties
involved,. and for the consultetion with the Find which iwos ruqulrud He
sugaestcd that as the work was cxtrcmclj det vilcd it would be adviscble to
set up a worklng narty 1mmod1“t¢1y and r01uf the entire question to it,

Sir Stephen HOLMES (United: Blnadum) agrced thot thc‘qucstlon
be ‘reforred immediately to a working vwarty and wished ~nly to clarify onc
point, He referrcd to the Chairmen's résumé of the histroy of the consul-

tations and peinted out that in the case of the: United Kingdom government

this was the .third session during which the Controcting Partics were conccerned

with the consultation. For the other governments invelved it was the sceond,
He felt that, in the normal course of cvents, consultations of this kind should
be completed soon after the action with which they were concerncd, and should
concern themselves only with the situation existing ot the time, He did not
wish to complain about events as thcv hHad developed in this case, but only

to point out that the situation wa anomoloub. If the oresent situ tion,
whercby a glnglc consultation had uxtcndcu over & ocrlod seventeen months,
were claimed as 2 precedent, it would introduce into a vital mert of the
Agroement a fundementel change of principle, He wished to make it clear

that this should not be allowed to happen, On *that understanding ho was
prepared to progeed lmmealatelj with the’ Wbrklng Party and cnter into frce and
full consultctisns on the intensifications of import restrictions which took
place in 1949 without limiting thc scope of thcsc‘congultgtlons to the

csituation as it then was.

Mr BROWN (United Stwtcv) ciso regretted that these consultations
had extended over so long a period and welcomed the attitude of the United
Kingdom representative in this mutter. He supported the Chairman's suggesticn
that the question be referred immedintcly to o Working Party,
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The CHAIRM.XN proposcd as terms of refercnce:

"To initiate the consultations with sustralia, Ceylon, Chile,
Indin, HNew Zenland, Pokiston, Southern Rhodesia xnd the.
United Kingdom under the provisisns of paragreph 4(b) of
article XII and in thz course of thesc consultations to
conzult vith the International Menctary Fund as provided
for in porsgraph 2 of Article XV ond to report back to the
Contracting Poartics",

and membership as follows:

Chzirman: Mr, J. J. DEUTSCH (Caneda)

Members: Australia France
Belgium Italy
Ceonada . Pokistan
Chile ‘ mited Kingdem
Cuba United Statces
Finland )

‘This wos approved,

Item %0 - . Assured Life of Tariff Cocncsssions with respect
to article ALX (GaTT/CP, 5/22), ’ ,

‘o
.

‘ Mr, BYSTRICKY (Czechoslevakia) roferred to decument GATT/CP/83 -
Withdrawnal of Item 1526(a) under the Provisions of irticle XIX, submitted
by the United States., The actual case involved wos sufificiently important
to countries such as Italy and Czechoslovakia but these particular interests
were o sceondary i:sue compared tc the fundamental problem which might face
anv one of the contracting varties.,  This wns the first time thot Article
XIX hod been invoked and the commercial community would carefully watch
whatever decision wms arrived at, It was the general opinion that the
weakest part of the Agreement wms the uncertain legel basis with regard to
many of the cxcceptional measures, The most imvortant of these was that
contained in Article XIX. The Contracting Partics should usc this occasion
to clarify the interpretation of the irticle ond he requested that the issuc
be regarded in that light rather than only as between two countircs, The
ceonomies of the countries involved would nct be ruined whetever conclusion
was reached, The principle of whether the duration of concessions was assured
or whether they could be withdrawn unilaterally ot any timc wes of great
importance, however, and whatever the conclusicon in this matter it would
establish o precedent of great importance,

Mr, BROWN (Unitcd States) said that he was indebted to the
Czecheslovak representative for raising the questien and to the Contracting
Parties for the opportunity cf discussing it, He agreed that since it was
the Pirst cose under Article XIX the manncr of handling it would be important,
and he also agreed that the principle involved wns onc of great significance

to the Agrecment,

His delegoation agreed in the main with varts I and IT of the
Czechoslovak paper, Article XIX could certainly not be interpreted in the
sense that it was sufficient for o contracting varty to announce that an
cmergency had arisen, Paragraph 1 of Article XTX also ruquirced proof of
"unfereseen developments" and that o product wes being imported in "such
increased quantities and under such conditions as to causc oF threaten scericus



GATT/CP. 5/SR, 1k
Poge 5,

dnjury", e olsc agreed that therc must te a relationship of causc and effcct
between the incrcasc of immorts resulting in injurics and the obligations
gssgmed by members, and that it wms net sufficient mercly teo claim an increase
in imports, ' : :

Mr. Brown said that he would first recall the crigin of this
Article and then describe how the United States had anprooched the problem
in this particular case, Article XIX had been inserted into the sgreement
ns o safety-valve, since in such an instrument involving so many items it vas
not possible to say ot the time of drafting that certain of the ratcs agreed
upon - might nct causc or threaten injury at 2 later date, The fact of
its being in the Agreement and available for usc mcant thot contracting
partics were generally able to go further in their initial concessions
than might ctherwise have been possible, and in that the existence of
irticle XIX had contributed teo 2 larger measurc of reducticn than might
‘othervise have been the casc. :

‘ , The United Statcs had sct zbout the question of how the re-
quirements of this Article should be fulfilled in the fcllowing menner, Firstly,
the responsibility for administering avplications under this irticle was '
placed in the hands of the United States Torif? Commission which was a
bipartisan body of cxperts with an export staff, By ordcr of the President
it was cmpowercd to consider apnlications under srticle XIX, to hear all
pursons with any interest in the matter, to make such investigations as it
deemed necessary, and to make recommendations dircet to the President on its
‘conclusions, In February 1948 the Tariff Commission had preperced a document
for the guidance of the public, setting forth the proccdurcs which would havc
to be followed to establish a case under article XIX and the criteria which it
felt werc relevant in any judgment og to whother the Article were being -
properly invoked, This document was public and had been widely circulated.

In describing the criteria considercd relevant, this document made the some
points made in the Czechoslovak paper, i,c. that an incrcasc in quantitics
vould heve to be proved, that unforescen conditions had ariscn, that the
increase was the result of the concession ond thit the product cencerned

was entering the country under such conditins as te cnusc or thrcaten

serious injury. The document explaincd whot was m.ant by an "inercasc",

The increasc had to be absolute rather thon relative to domcstic production
ond in compariscn with a represcntative peried,  The decument discussed the
rcquirements for unforescen developments and the question of what was meent
by a result of the concession, and went on to analysce what might constitute

cvidence of injury,

In the case in question, the industry affccted made an appli-
catisn to the Tariff Commission, The latter made 2 preliminary investigation
anc. concluded that there was a prime facic cosc sufficicnt to justify o
study, The Tariff Commission then gave public noticc to all concerncd
that a study was to be undertaken and thot public hearings would be held to
‘which any person or group or gountry could comc and present their vicws if
they so desired, It was the custom of his government to see that thesc

notices were circulated to the varicus Embassics and Legations in Washington,
chambers cf commerce,

in addition to wide notice in the precs, tradc journals,

etc, Hearings were held and cxtensive testimony wWas taken, but the Tariff
Commission was still not satisficd that it had adequate knowledge cn which

to base a judgment, so0 expcrts on hats werc scnt intc the ficld to look into

the conditions in the various factories and the competitive factors involved, and to
have' discussions with members of the trade, s 2 result of this investigation

and of thc hearings, the Tarifi’ Commission concluded that a case had beecn made

out under the escape clausc, and recommended that acticn be taken on the
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concession granted in Geneva on certain types of hats and that, in viéw of

the seasonal factors involved, tiis acticn be taken ne later than 1 December,
4t the time the reeommendation wrhs madc o rencrt was submitted to

the President which was published ot the ond of Scotember, LAt the time the

recommendation was made publie by a orcess relensc, its zencrol conclusions

were stated and alss the detailed report wos cvoilable to anyone

interested. It was the custem of his government thet such announcements

were sent to the Bnbassics and Legations in #ashington, Mr, Brovm soid

“that he was not awarc of any camnments or renresentaticns mode to the State

Department or to thoe Tariff Commission bty any intcrested government during

the course of' the precedure described above,

He wished to peint out one salient fact which emerged from this
investigation, When the concession had beon mede cn hats, an inercase in
imports to the Unitcd States vms of ccursc anticipated, It was net antici-
roted, however, that imports which had previously provided. 5 per cent of
~domestic censumption would risc to over 30 ver cent of demestic consumption,
and that domestic production weuld show a significant absclute decline,
Neither had certain very unusuzl changes in tho conditizn of the hat trade
boen exeected, . '

Onece the United States hod concluded that acticn should be taken
under the cscape olausc it had oroceedcd to'notify the Contracting Portics
as wns its coblirsnticn and desire under the General sgrecment, The United
States also offered tc consult with the Ceontrocting Partics or with any
inteorested contracting party on the situntion arising from this action, No
rejquest hnd yet been mode by thi Czccheslovek deicgation for such consultaticn,
He wns propared to consult with =ny ¢ untry at any time to scc how the situation
could best be dealt with, ' '

fc wenoed thot this résund of the procedures which had becen

T
113

fellowed in his ccuntry weuld be o interest t: othoer countrics and thet any
ting party so situnted would eopracch the problem with cquel care,

cther econtroc

The latter part of the Czechnslevek wapcr referred te the rates on
hots in other countrics which werce substanticlly lower than these to be in
operation in the United States after 1 Decembor, togethor vith some genoral
obscrvations on the situnticn in the United States, He peinted out that
Schedule XX containcd 1,333 paragrenhs, some of which Jdealt with onc, Dbut mest
with several itcms., If the number i items woerce counted the figure would
reach semewhere between 2,500 and 3,000 =nd the number of individual toriff
rates wvas rreater than that,  The purpsse of this process of negotintion
that was belng corricd cn wos to lowr tori. s genertlly, and Mr, Brown felt
that his government hod made a substontinl contribution to this «ifort,.
Yurthernors, in spite of the several thousand rotes ~nd items involved there
had only been to date 20 applications fur action under article XIX, and of these

i

S O

only eng had resulted in nction, He fult this pleced the motter more in
perspective, at least as far os his own delegation vms coneerncd,

On o point of order, hu wished to say that at the end of the
Czcchosloval paper there was a formal proposel thot the Contracting Parties
"place on record that the unilateral acticn of the United States is net in
accordance with the stipulaticons of article XIX and reeommend that the United
States government roveke its intention in view of the surious CCnsequenaes .
which its stews may hove on the wholc Agreement', He hopcd that the cxp}anatlon
he had givern w.uld satisfy the Czecheslevak delegate and enable him to withdrow
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his propesal, If this werce unfortunttely not the ease he wculd have te
‘request that the reccrd be cleared and the Contracting Partics vote to
rcject the »rerosal, : ~

Mr, DI MOL: (Itcly) szid thet the ccoticr taken by the Urited
States alsc affceted Italy and was much regrettcd since his country hod besn
making great effcrts to incrensc exwvorts to the United States, J4n increcse
in exports to the dcllar arco for o country like Italy, devendent to so great
an extent on imocrts such as wheat eni 211 from the dcollar area, wos
imperative, The customs provisicns until the prescnt time hed permitted a
satisfactory divisicn of work between the industrics in the twe countries,
Italian incdustries had concentroted on high quality goods roguiring much
labour, vhile the United Stotes had dovetod itself to checser quality for
& large market where manpcwer was short and cxpensive, His government hoped,
hovrever, to cbtain a medificaticn in an amicable and satisfactory manner,
He did not pretend to any great competence in interpreting the provisions
of the 4greement, but cne of its cardinal principles to his mind wos that,
when the eccnomic intercsts of ~ne contracting porty set it cgainst another,
it was the duty of the first contracting party to consult and try tc reach
o satisfactory sclutien, Only in the event of the failure of such consul-
tation could arbitrary and one-sided acticn be taken, The United Stotes
delegation had indicnted their recdiness tro crnsult, and such consul~
totions should therefore now be undertaken,

M, LECUYER (France) s=id thet France's exports were also
substantially affected by the acticn of the United Sitates, although less
so tham these of Italy ond Czecheslovakia, He agreed with lir, DirINola's
interpretatizn of the Agreement, and wished only to odd that it was
apparent that the United States hod given carcful consideraticon befcre
unfertzlking this action, and thot the procedure which had been followed
confcrmed to Lrticle XIX and opcned the way ror consultaticn, He wes
awaiting instructicns from his government which would permit him to undsrteke
censultations and Pully oxvected to arrive ot a sotisfoctory sclution,

Sir Stephen HOLMES (United Kingdem) agrecd thet any cction,
especially the first of its kind taker under the terms off Article XIX, should
be carcfully examined, AlL countries were oo cerned with the dangers
inherent in the Article, He wos doubtful of the argument mode bty the
United States representative that the existence of the srticle had contri-
buted much to the secpe of the cencessions granted, The proccdure did,
however, provide for consultaticn with the individual contrecting prrtics
affected, and also with the Contracting Partics as o whele, In this
instance he theught that the individunl centrocting nartics would de well to
take advantage of the offer of consultztion, This was not 2 ense at the
present stage for full consultation by the Contracting Perties,  He hoped,
however, that any consultatinon would be directed to the question of what
had been the unforescen developments in the terms of the Article ond whether
they were really unforesceable, and alss tc the questinsn of the relxtionship
of couse and effect tetween the e ncessiong ond the increascl imports, It

Fe)

had been useful tc hear the full staiement of the United Stotos.

Mr., MELANDER (Norway) said thet the dessue was whether the netien
of the United States was in accordance with the ctipulaticns of article XIX,
and whether, if that werc found not to te the case, the Unitcd States should
be asked to revoke its ccticn, This was the first co.se under frticle XIX and
it was right tc censider closely the interprototion of the firticle, T his
mind, Article XIX, paragreph 1, laid dowm o rule, and paraprevhs 2 and 3
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provided that consultation betweon individual eontracting parties might
take place if one thought thnt the rulc wos not being followed., The Contracting

Parties c«s a whele werce not pgiven the opnartunity tc cxpross an opinion until
arter such consultaticns hadl tﬂrvﬁ place, In this casc consultations had not
taken place and he censidered that the preposal was cut of order, article XXITI

was avoilable to o contrncting porty thet considercd that 2 benefit hed been nulli-
ficd or impaired and under that article the Centracting Parties were obliged to
consider the cesc, That “rtlclc had nzt been invoked herc, If this interpretation
vms corrcct, then it would net be necessary to consider whether the United Stotes

had acted in accordance with nrthlC XIX.

Mr, EBYSTRICKY (Czcchylevakli) thonked the United States representative
for his statement but said that he had come ito a number ¢f conclusions with which
he (Mr. Bystricky) could nct agreec, Mbntiﬂn of the totel number of concessions
granted in rclation to the one vithiravm was irrelcvant since one item for 2 single

country could mean morce than 2 thousand cthers., Furthermorc, he had never guestioned
the fact that the constitutional preocedures of the United States had been complied
vith, The Toariff Commissisn was however o United States authority, and the question
wa.s whether to leave cnc country the task of judging if the conditions of Article
XIX were met cr nct, The first condition of that srticle, that cf unforeseen de-
velcpments, had not been cenvineingly argued, - Furthermerc, in spite of the tarlfil’
reductions at Geneva, the United States duty cn thisitom was still the hlghcst in
the werld - 556 - ond he saw nc relaticnship between the reducticn of such a toriff
and increased imperts. Iiz procf hal been brougzht, eithey te the second condition
of causing cr threatening scrious injury, He thercfore maintained the centent of
his paper.
He thonked the United Stotes delegote for his offer of consultation,
which he accepteld with pleasurc, after the consultatien had taken place, the matter
cculd then be brought tc the Contracting Partics and he hoped it would be possible
tc report that o s°t1s;&ctcry conelusizn had been rceached,

The CHAIRILY was gl:i that the Czechuslovak Celegate agreed to take
advantape «f the =~ffer of ccnsultation, This ¢nobled the Centracting Partices to
conclude that the best -nrur of Jdezling with tho coasc vns for ccnsultations te
be cerried out between the Unitel States and the countrics mocst concerned, in
acecordance with the procodurcs of sdrticle XIX. The legel position had been
clearly stated by the delegate of Norway. :

It was arrced to leave the partics concerncd to proceced tz & con-
sultation and the Ccentracting Partics would lock forwerd teo hoaring the cutcome,

The CHAIRMAN explainel thot this concluded ull the alscusslons on

the Agenda itcms possitle =t this time in plonary sessic Plcnary meetings
would be adjourned fcr sceme time whilc the werking parths got on with their werk.,

The meeting adjourned ot 7.15 p.in,




