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Cheirman: Mr, TCNKIN (Australia) felilswed by
ir. SVEINBJZRNSSOU (Denmark)

Sub jects discussed: % ‘Compositicn of Working Party "L" on the
Continuing sdministruation of the sgreement

2, Item 18 - Effect of U.X. Purchase Tax on
certain Imports inte the United Kingdom with
rzfersnce to irticle III (G4TT/CP,5/12)

%, Item 31 - Subsidics (G~TT/CP.5/36).

The CHLIRILN (¥r. TONKIN) cxplaincd thot he was in the Chair to reccive a
statement regording the composition of the Working Party "L" on the Continuing
«duinistration of the sgrcement,

‘ ir, SVEINBJGRNSSON (Denmark) roiscd a point of order, When the
Contracting Partics hnd cstablished the merbership of Working Party "L
Denmark had been proposed by the Cheirman and clceted 2 member of the Working
Party. after the meeting the Norweginn representative had expressced the
intorest of his Delegation in being 2 member of this Working Farty, There
had not been time during the mecting for the usual consultation on matters of this
kind betweecn meibers cf the Scandinavian delcgations, In ovder to nect the
wish exprcssed by the Norwegiun representative, he asked the Contracting
Partics to permit the withdraval of Denmark from the Working Party and to
substitute liorway, He 2dded that his Delegntion continued to hove great
interest in the discussions in the Working Party snd would be content to foll-w
these discussions as an observer, He also wished to ciwhasize that this should
not be a precedent for the future., Finally, he s2id theot there was full
agrccient between the Norwegian, Swedish and Danish Delegations on
this aatter,

It wos agrecd that the composition of Working Party "L" should be altcered
By the inclusion of Horway instc:d of Denuark, :

The CH.IRMLN then called attention to Kule 11 of the Rules of Procsdure
and in accordance with this kulc, ir, SVEINBIZRI:SSON (Dsmcork) was unaninously
elected Chairman for this nceting on the propostl of r, ISBISTER (Cansada)
supported by Mr. LEHTINEN (Finland),

2, Item 18 - Effoct of thc United Kingdom Purchase Tax on cortain imports
into the United Kiugdon, with ~cference to article ILIL waTTKQP.5§125”,

Dr, von DLAoNKENSTEIN (Nethcrlunds) ¢xplained that his Delegation had
placed this matter on the .gends for the Contracting Partics wath greag
reluctance as they considercd it = wntter which could e better setiled botweem
the two countries concerncd. They hnd, howsver, been trying for sceviral yeurs
to obtain o solution to thic question and it wns only the unsvecessfulness of
those cfforts that had induced them to plice the nutinr beforc the Contreueting
Partics. The Notherlands Delegation was ~onvinccd that the utility system had
not been introduccd with any protcctionist purposc in 2ind, The net result,
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howcver, had been 2 very higb protscticn for certain industrics, Furthermore,
the scopc of tax excuption for utility geoecds had been widened and sxtended
even to the cxport mmrket, The necd for tinding ~ sclution was therefcere
becoming aore urgent, His delegnticn in their st=teicent h:d 2lluded to the
procedu¢c under ..rticle XXIIT, Thcy did not, however, propose that 2

vorking party be instjtuted rnow for this purpese, His delegation still
banpd that it would be possible to settle the matter withcut further refercence
to the Contracting Partics, Hc would like tc hear the statemcnt by the United
Kingdou repressntotive beforce aaking further sug;;stions.

Sir Stevshen HOLAES (Unltcd Kingdom) made the fallowing statement:

"The Netherlanie roprossntstive has spoksn to the paper sukmitted
Tty his cJuntry3s-dcle:1ti‘; mhlﬁh is before. us this afterncen, 1
weuld sy = at the cutsct of oy ovm renarks - that I de nct propese,
and have no wish, tc take any cxception te the casc in regzard to the
United Kingdom purchasc tax 2s develioped cither in the papers or by
‘Dr, van Elsnkenstein hinself, Doth statemcnts of the positicn scea
to me fair and minderate ond I woeuld not quarrel with the presentaticon
of the facts of the position,

"{or would I osuzvest that there is anythings unressonable in the
deeision of the Nethorlands Delomation to take the watter Leforc the
Centracting Parties on this oceasisn, It is quite true that some tine
has 2lapscd since the Geoverrment of ths hetherlands brought the matter
to the notice of the United Kingdon authoritiss sand asked tha %, in soue
way or other, moesns iicht be duvised whersby roods iupcerted freom the
Wetherlands - and this would no doubt ’uply o other scurces also -
could be given the sane treatuent in regard to exenpticn from purchas
tax 25 is riven to comparable houe priduced gocds, It is true that 2
foranl approach was ade by the Hethorlands linister of Foreign
Lffa 1~~ to the Governnent of the United Kinpdon in Maorch of this yelr.

"In the circuistinces I Coubt whether 1 nesd gé inte the
history of the utility systen in this country or into the relatiods -
betweoin the ubility syste. 'nd the purchase tox insofar s they
bear upon the matter now before us, The syston dates back to the
garly years cf the war and it has never bLeon surpested - Dr, van
Blankenstcein was careful hiaself not to sugzrest - that the cbjeet
of the systca was protective, Dut that it has in fact coue 't have a
pratective effect in practice is 2 uatter which I would net deny znd
this, of cuurss, is ths weint «t issuc. Our realisation cf the
discriuination in respect of imported geods which the existing
practice involves has been deionstr: tad by cur extensicn to certain
slasszs of iugported poods conparable with cur cown utility goods of the
purchase tox exeuptions engeyed by the latter., I entircly realise ’
that this by ne nigans fully Ceals with the vroblen, but I mention it
te show that we have been raiady to consider sympathetically, and to
take neticn upen the representaticns 2zde t: us by the other Governments,




"I can assurc ths Contr cting Portics that the cre~test,

tention has been poid b0 the preblen of devising seans to
adgust the systen t- ~11 those sthir ertesiries of imports which
are caversely zffectcd und, 23 the Wetherlands suthvritics weuld
claim, affected unfairly by cur purchisc tox srrangenents,  Yor
scae considerabl. tine the voriocus United Kingdoer Departoents
conegrne kave bLoon cngite in o ervprehensive snd detailed study -
of the tecknical Cifficultics inve ved, in 2 gornuine anxiety to
reach a sclution aceeptible to the netherlzands cnd indecd to
other countrics which holtitually export to the United dingdon
thosg geeds whick, if @rodused herc, would, in certain 01rcumstanccs,
oulllfy as cof the utility cloes and therefore be cxeupted fron
the tax in question, I would ze further and say that we arc
arateful to the Notherlonds errbbyntutLVg for n.t having cressed
for the censideration of this iten Ly the Contracting Purtics to take
plase im.cdistely the scssica startcd., This was in order to give
us 2 little lonzer t: study the uatter in all its aspucts,

"I reoret that this stuly hes not yet beon completed, but I
can szy that it has ~dvanced to 2 p.odint 2t whiel it has been

possilble for Fis iinjesty's Goverm: wnt in the United Kingden to
authorisc g tc zay that thuy are werking on % solution to the
problei, and wre very hopceful thit it will be pessible for the
discrimination, with no very sreat further delay, to be rswived,
I an zk28 to be abls to hole cut this pr spect of acticn tc
sutisfy the couplaint which has been made by the Hetherlands
Governint, On the other hand, I repret that, despite the

late date in the presont sessiosn ot which =.througsh the ccurtesy
of the Wetherlands Dslegation = this amtter has been taken

up, I am nct atle to afford full sotisfaction by suying that

it will be posszible for the discrininstion to be reaoved ‘
imcediatcely. I helicve that these whoe have had o casion to study
the problen: frem its varicvs taainistrative ond legal o spoeets will
rcadily accept the fact that 1t is, 28 I have suggested, one of
cconsideralble complexity ~nd Aifiiculty. I trust that the
Contracting Partics will =accept the assursnce which 1 have been
authorised te give, I would alze like to say that, shculd it be
the wish of the Contracting Fortics, or the Netherlands Delcegution
in particular as the initiators of this discussicn, to retain the
iten on the agends s¢ thit it can te discussed further if
necessary at cur next scssion, I should feel thit that would be
an entircly renscnoble course, -nd one which would not, I think,
add greatly to cur labeurs on that occasion, "
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tlr, ISEISTER (Canada) wishcd to 2ssociate the Cansdizn Delegation
with what hod becn s2id by the Hetherlands representative about the
discriainatory naturc of the Utility Schene in the United Kingdom, under
which numcerous consuner zoods had becn cxcnpted froa purchase tax, With
minor exccptions, the utility schemss had apnlicd only to gecods produced
in the United Kingdow, Canadian manufacturers hid besn concerned for some
ting about the burdsr of discrinination thus creotzd against their goods
anc ths Canadian Governient hel cn severszl sceasions made official
reprezentations to the Goverrsient of the Unitcd Kingdon in ccnnection
with +the difficultics cncountired by the rubber feotwear industry, in

varticulzr,

&

Fer these reascns, ho welrcomed the significant 2nd valuable statenent
which had been nads on hehalf =7 the United Kingdom, His declegation would
2ccept the assuranccs implicit in this st tement that some ncans would be
found to rectify the situ:ticn, Sinc: the Co=nadian Governuent first took
the amtter up in London, swch tine hod ¢lopsed while alternzstive wethods of
scluticn were considersd in the United Kingdon, His government was
conversant with the complexity »f the preblems, Wt the same tine, he
exercssed disaspeintient that the United Xingden had not yet found it
[
1

[NV

P

rossible to advisc the futurs plans for the utility schenes., The

anadisn dslegation accepted, howsver, the proccdure propossd and zgrecd
thot the ite. should rcuszin on the azends for the next sessicn of the
Contraeting Parties., ..t the soue tine, his delegation felt confident,
in the licht of the statcuent aade on behalf of the United Kingdow, that
there would be no nzed tc discuss this casc it the next scssion, and he was
instructed tc express the heps that 2 solution would be acted upon
in the very nsar future,

Fin~lly, he vroposed that the statement of the Unitzd Kingdom
Deleg tion be reproduced in full and that o suitabls press release be
issued con this discussion, ‘

iir, LECUYER (France) thanked the inited Kingdom representative for his
statenent, Certain Frensk industries 2lzc had becn ~ffected by the
utility scheme and his Governnmcnt had sntered into consultations with the
United Kingdem Gevernment cn this matter, He would zgree to take note of the
United Kingdcia stotcient at this scssion and to ksep the item on the agenda
of the next session for Turther diccussicn if necsssary.

Mr, DI NCL) (Italy) explained that the application of the purchase
tox had long beun considered by his Government to be of the highest import ance
and consequently he had heard the statement of the United Kingdom represen=
trtive with great satisfaction, Ie hoped that the situation would shortly be
improv:d, thanks to the measures which th: United Kingdon propesed to take,
fle snumerated the principael difficultics of the prescnt regulations and cases
of discriaination which ccould result, nd wondered whether, even against
the int:ntion of the United Kingdon Goverrient, these rozulations did not
in fzct bucome o systen of adainistrative protecticn, He was therefore
glad to trke neto of the reassurin: stoteient which had been nade.

In this conrnections, 'r, DI WCL.. wished to draw the attention of the
Centracting Fartics to the conplexity of the problen of protectionisme
The Contrneting: Partles were malin: rrent efforts to reduce.and .stabilise tariff
protection and barricrs te trade,  Thoere wos o danger, hewever, that 7 %
these efiorts would achicve znly a part of their purpese if other barriers to
trade which, widcr voricus nzics, and whin added to the custoas duties, were
canable of turning a scouingly noderste protective systei into 2 highly pro-
tectionist ome were not also investigated, He did ngt refer t¢ any country in par-
ticular but thought this was 2 pencral problem worthy: of, examgnetion,: This study
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would bring out scuie of thecauses of the present disparities in the tariff
level of different countries, :

Dr. van BLONIENSTEIN (Netherlands) thanked the United Kingdou repres-
gntative Tor his ststement, His Govermacnt ¢f ccurse shared the regret
thnt no finnl conclusion coulld be reached at this session, The confidence of
the Netherlands Govermaent that the preble: covla be solved without taking up
toco umch of the time of the Contracting Partics had been gustificd and he
agrecd to keep this matter on the ..genda for the next scssion to be taken uwp
if it werce then nccessary, He supported the propesal of the Canadian
representative that the United Wingdon stateument be reproduced in full,
Concerning the mattér of publicity, it was cleur thut the task of his
Governent and others would be eascd if full publicity were given tc the
British representativce's stateuent, This night, however, causc difficultics
for the British Governmment 2nd he thercfore fclt that the British delegation
should =2grce on the degrcee of publicity te bs given to that statenent,

Dr, BYSTRICKY (Czechoslovakia) said that the Czechoslovak Govermient
h2d had the same experience as the Notherlands and others in that the
purchasc tax was colleeted in 2 discriminttory msnncr on o great nzny
imported goods where wuany identical United Kingdou poods were cxenpted.
This was, of coursc, 2t varisnce with srticle TII, His Government had
2lso made represcntations to the United Kingdom Governuent on this natter and
hud been told thit it wus under study. He understocd thnt the utility ’
scherme had been introduccd as 2 war measure and heped that sonc arrangenent
would be now wrrived st soun enough to obviate the need to place the matter
on the 2genda of the next scssion, ‘ ‘

v

The CH«IRLsN s2id that discussion indie tod the importance all
countrics attached to the preblen, The representatives taking part in the
discussitn had expressec their confidence that 2 result satisfactery to zll
would be rcached in 2 shert time, Thore remained the question of publicity ard
the rceords of this meeting,

Sir Stephen HOLMES (United Kingden) spreed with the Canadian proposal
thot his stateuent be reproduced in full, It was for the Contracting
- Partics to decide on the question of press releuse and his delcegation would
try to agrec with the Infurnation Scoticn on o suitable text. He thanked
Dr. van Blankenstein particularly fcr the friendly woy in which the British
statcment had been received, He also thanked other delegntions for their
friendly replics. He asswied that nc reply was required from hia on the
aore general remarks of the Italian reprcescntative, - 411 delegntions were
of course concerncd that conccssions shovld net be frustrated by unncecessary
adininistrative regulations, He hoped that it was not suggestcd that his
Govermient was a particular offencer in this natter., He looked forward to
the tizme when all unnecessary adainistrative regulations could be abolished
and insofar as his Govermaent was concerned, the mtter weuld naturally be

given all considcration,

The CHOIR'LN thanked the Netherlands delegetion for raising this
important question and the United Kincdor representative for his reply. The
matter would be retained on the agenda for the Sixth Scssicn and 1t was
hoped thot 2 satisfactory solution cculd be arrived at in the aeantime,

3, Subsidics (GATT/CP.5/36)

" The EXSCUTIVE SECHET.RY wished to clarify twe points. The last
paragraph referred to the production of 2 single docunent containing all
the repliecs, This would not, of coursc, be published but would be
circulated as a restricted docwaent to the contracting partics., The
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intention was to issuc the docwnents in a wwore accessible and useful form
for study, s to paragraph (b) and ths preposal that failure teo reply would
be aonsidercd 2s 2 nogzative reply, the cbject was merely to sstablish
caaplete reoord, It scencc undésirable that the pesition of certain
contracting partics sheould be left in Coubt hecause of failure to reply.

If it was azreed that » coupilaticn ns sugzestzd in the last parazraph
should be undertaken, astice wiuld be wiven to the csuntries which had not

i,
reglicd bty the date on which the compilation would be issusd, If there

were 81l ne reply tortihcoming, they would be recorded as having notified
that they did net uaintain the sonsures in gquisticn, ‘

U 8.7 OHi TIN (Burms) s2id that he thousht it was correct to ecnstrue
the failure to reply =s 2 nezative reply, but he had not 2s yet received
instructicns fr.o his b)w»rm wnt,

b. GUiUCIC (Chils) s2id that his country waintained no subsidies and
had esneidered that it was not therefore necsssary to nake any rsply. '

The CHaIZT: put sub-earagraph (1) t. the mecting.

2 sl

M, ZV.HS (Unltcd Statcs) hoped it would be made clear that in taking
n-tc the Contracting Psrtizs hod not in fect ixauined the nctifications and
that they wovld have the richt to exaaine thea any time in the futurc,

The CHR.IMOW said tht it would be made clear in the record that any
preblens arising wut of the notificstion of subsidies could be raised st any
tinc,

Mr, C.SSIERS (Belgiw:) agrecd with the Chairman's interpretaticn, He
wishcd to snguire what contricting partics should do to correct any errors
or deal with any facts which they cunsidercd to be mis-stated in statements
of cther contracting partics, He theught it would be useful t: have replics
ccupilec s propused by the bExecutive Scerctry

ir, DI NOL. (Italy) cunsidercd that the documentation submitted up to
now was incuaplete and uncgual and that the epilaticn would be ucre
useful if, beforce the inforsation was coliceted in one guouuynt those
countries which had sent tercly swiary st=tcients,2s well = those which
hod n.t replicd at all, were asked to couplete the ﬂanrautlon submitted. &
the sterial thus ccmpiled ecould be subuitted to a woerking party at &
later session for investigation in order to clerify the situation with regar

to subsidics,

Subsidics were a very impeortant aspect of the general trade pclicy
governzents and it would be interssting for the Contracting Parties
to investigage this matter,

The CHLIRLHE s2id that any compilation made now weuld enly be a
working document,  sny countrics which wished to couplete their statenents
wiuld have the right €. dc so, 2 time lindt would be cstablished for
svrplenentary statouents to bs subnitted and the Sceretariat wculd then
produce the crmpilation, .t the Sixth %ossnmn the Contracting Partiies
cruld decide what further actica, if any, Lo token on this watter,

Mr, SCHHITT (New Zosland) theought trot irticle XVI inposed a clear
cnnugh cbligetion on the contraoting partics to supply certsin infonation
2 the Contracting Particvs z2s a whole, He belicved that the action taken
at the Fourth Scssion calling for notitications was sufficient to drww
the attenticn of centrocting pertiss to their -bligstion $o supply thiis

waterial and to the fact that this ¢bligation was 2 continuing one,

G
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any changes in the infermation sutioitted should, of course, also te
notificd., Furtherncre, 1t was his cpinicn that the best and wmore ‘
complete replics would be uscc a2s a zuide by countrics in subuitting their
infarmaticon in the futurs., Vith regard to the suggesticn of the Italian
representative that further inforoation be scusht with 2 view to an
investization, hs felt that it would be prensture to Cecide now that such an
investigation weuld be undertaken 2t the Sixth Seszsicn, for which & heavy
progroivie was alre=cy contenplated, any individunl centracting party which
felt that scrious prejudice was causcd cr threstensd wculd certainly

cnsider bringing the matter before the Contracting Psrties as a whole, He

therefore supported the proposal cof the BExceutive Seeretairy,

= ¢

2

Wr, EV.NS (United States) was in general agrcament with the remamrks of the
New Zealand representative. It was probably premature to decide new whether
subsicdy repcrts shoull bs considercd at the next scssicn, He propesed that
the Exceoutive Seceretary be authorized to nctify to contracting parties the
Cate on which a ccllection would be begun with the request that any
countries which had not 2s yct subaitted inferrimtion sheould do so and any
which had subaitted swiriary replies should supplenent then, This would
nake the compilation miore valuable without the need ¢f any fornal decisicn,
With regard to sub-parsgraph (), hs prepescd a change in the werding to
iake it clear that the abscence of reply should be considered as 2
netification that ne subsifics wers maintoined,

Dr, EOTHa (Unicn of South ifrica) consicered that the countries who
“had not replied should be asked specificnlly if this meant that they did nct
naintain subsidy neasures, ‘

It was zgreed to fcllow the procsdurc prepescd by the United States
representative with a specific request to countries which had nct replicd
as proposed by the Scuth «frican representative,

The CHaIRMLN added that governuents could then give considersticn to
the virious replics and if a country considercd any reply insccurate it
could appreach the ceountry in question ond transait its comients to that
country. ‘ ‘

Sir Stephen HOLMES (Unitcd Kingdem) aszrecd with the procedure pmreposcd
- but enguired 2s to the situaticn of acceding govermaents,

The EXECUTIVLE SECRET..RY suggested that the coapilaticn nizht be issucd ¢n
1 ilay with 2 deadline of april 15 for the subaission of suppleanentary
statc.snts, With regard to the guesticn of the United Kingden represcntative,
therc was 2 preccdent established at .nnecy; acceding governments had
been invited to sup,ly inlcriation which, at the time they becaac
contr:cting parties, they would be required to supply, It night be
appreprizste to do the saae in this case,

-

This was agrged and the nceting adjourncd at 7 paoite



