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1, Report of Working Party "E" on Brazilian Internal Taxcs (GATT/CP.5/37)

Mr. ARGYROPOULOB (Greece), Chairman of the Working Perty, outlined the
history of thc question and explaincd the contents of the report., The question
had originated in connection with changes in the intermnal consumption taxes on
domestic and imported products. These measurcs, though incompatible with
Article III, had been considered permissible since the sgreecment was being
applied under the Protocol of Provisicnal 4Application which requires compliance -
with the provisions of the agreement only to the fullcst extent not inconsistent
with existing legislation. The rates of the taxes, hcwever, werc ilhcreascd in
1948 and the effect of the increasc, with rcspect to the provisions of
Article IIT and of the Protocol of Provisional <ipplicaticn, had been a subject
on which there was o difference of opinion, ' Some contracting partics had )
maintained, at their Third Session, that the terms of the Protocol permitted
the maintenance of only the absolute, rather than the perecentege differcnces
between taxes on domcstic and imported products, which had existed at the date
of that Protocol, The Brazilian Government had brought the matter to the
attention of the Brazilian Congress with 2 view to bringing about a modification
of the relevant laws, including the Law of 1948. . further messocge had
subsequently been transmitted by the Brazilian Government to Congress requesting
the latter to procecd with the modification of such laws, [t the oresent
session, the Brazilian Delegation had asked the Contracting Partics to examine
the text of a draft lew modifying the present legislation on consumption taxes
which it had submitted to its legislaturce ond te give adviee on the conflormity
of the draft law with the relevant nrovisions of the General Jgreement and of
the Protocol of Provisional .pplication, Working Farty "E" had becn cppeinted
Tor this purpose and it had cxonmined a translated text of the draft law,
together with transloted texts of cxtracts from laws and decrecs at present in
Lorec which had beuen provided to cnable a more intelligent study of the former,
Mr, LRGYROPOULOS thcen suinmarised the contents of the report and drew attention
to the more important points therein, '
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The CHAIRMAN thanked the reprssentative of GruCCC fgr nls statemcnt,
and proposed the adcption of the Report,

M. LECUYER (France) conmpratulated the Working Party and its Chairman
on having successfully completed the study. ofithis - ourtlcularly complicated
quéstion involving the 1nturﬁrct%tlcn of both natimnal and international
laws, This clearly showed that a remarkable prosress had been realized,
On thc other hend, it was regretteble to note that the adoption of the proposed
draft law would not'fpmnve all the discriminatory effects cf the Brazilian
taxes, The incoanoration of intcrnal taxes intc custems duties would impair
the effect cf the concessiins previously grentcd and it was particularly
regrettable that the tax on spirits remaineéd such as. serlously to pregudlce
the interests cf" France in rcgara tb her expcerts to Bra21l L e el

Mr, - EINGSTON (Brazll) stated that his delegation took note of the
fact that the Centracting Parties considered the text of the draft law to
be satisfzctory and that the measure taken by his Government received the
approval cf the Contracting Parties, The Werking Party had realised the
~ocmplexity of the Brazilian tex legislation and hed noted the difficulty in
bringing such legislation into line with the General Lgreement, It was
worth noting that measures analcgous to the Brazilinn internal taxes were
not entirely uknowr in cther countries, . Any element of discrimination which
might remein in the Brazilian tax system after the modifying law was adopted,
was net daljbur=tclj retained for theé purpcse of protection but because of
the complexity ¢f the lews in question end of the difficulty in properly
interpreting Article IIT of the General agrecment, Inireply to.the French
representative, he peinted cut that ths tax on spirits ‘would not have any
- pregjudicial effect on the import of such nr*ducts frem France; as one single
tax schedule would cqually wly t= domestic and external nrcducts, on’ the .
basis of price; the rate of tax would be the same for thc same- nroduct -

1rruspcct1ve of crigin if thc prwcc was thc samc

With the agrecm»nt of the nuctlng, the Repurt was. chnsllercd and
approved zs a whcle, The CHiIRMLN thanked the erking Partj and 1ts o
Chalrman fhr the exCullent work they had ‘erl*rmed v :

2, quqrt of Norklnp Party ngh cri Review of Ichrt Res trictions(GATT/CE;i/LZ)

¥r. GUERR: (Cubz), Chulrman of the Working Party, introduced the
report, whlch he thought, was ccneise and self=explanatory, The scope of' the
questlonnalre, a5 undcrutood by the Werking Party, was limited to restrictions
anplied under Article XII and their administration;g 1nformaulon should be
requested only tc the extent necessary for on intelligent review and analysis
of such restricticns, The Working Party had adopted as its. working basis the
draft prenared by the Secretariat and had fcllowed &s closcly as ponsible N
the provisicns cf the General Agrceement, Questions had been: drafted in-a
direct and factual manncr with a view to facilitating the work of replying
to them and of analyzing the replies, Thc tws other voints in its terms of
rcference Had alsc been considered by the Wnrklng Party ond dealt w1th in the

latter part of the re;ort.
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-Mr, BYSTRICKY (Czechoslovakia), with reference to paragraph 5 of the
General Note in the Report and to question 10, pointed out that since it
was not customary for a government to reveal information on its relations
with another government without the consent of the latter, it would not be
appropriate to require contracting parties to supply information on their
bilateral agreements with countries not parties to the General Agreement,
Secondly, the General Agrecement contained no provision for "group arrange-—
ments", and the Contracting Parties should be fully informed of any such
arrangements so that they might be studied in the light of Articles I and
XIII with which they might be at variance, The draft questionnaire prepared
by the Secretariat had containéd a question in this connection, but this had
been omitted from the draft now submitted, Thirdly, certain contracting
parties were applying export restrictions on "strategically important goods"
under Article XX of the Agreement without a specific definition as to their
nature; contracting parties applying export restrictions should, therefore,
be requlred to provide information, and to that end the Secretarlat had
circulated a document under the symbol GATT/CP.5/39/Rev. 1,

'The CHAIRMAN pointed out that the.subject of export restrictions
was to be studied by the @mtracting Parties, at a later meeting, under
‘another item of the Agenda. As regerds the question of "group arrangements',
he enquired whether the representative of Czechoslovakia would qualify his
proposal to the effect that only such sarrangements whlch werc made between
‘contracting parties should be reviewed. :

Mr, BYSTRICKY replicd that it wa.s clear from his earlicr statement
that his request regardlng "oroup arrangements" referred only to those
arrangements which werec in force between contracting parties, He was satis~
fied that the question of export restrictions Would be considered by the
Contracting Parties under another item,

- Mr. GUERRA (Cuba) drew attention to the purpose of the review of
restrictions, which was partly the drawing up of 2 report under Artiecle -
XIV: 1(g), dealing with actions deviating from the rule of non-dlscrlmlnat1on,
and to the implicit definition of "non=discrimination" given in paragraph 1
of Article XIII, which showed thot the obligation of a contracting party with
respect to non-discrimination covered all its trade rclations, including
those with countries not parties to the Agreement, The Working Party had,
therefore, taken the position that non~discrimination meant the absnece of
diserimination in favour of any country, whether or not a contracting party,
"As regards "group arrangements" the Working Party believed that the questions
included in the questionnaire were such that in answering them all information
relating to trade restrictions would be supplied, whether they resulted from a
"group arrangement" or not. It was, therefore, thought superfluous to have an
additional question referring specifically to "group arrangements" Mr, GUERRA
added that these views which he had expressed. in his capacity as Chairman
of the Working Party were fully endorsed by his delegation.

Mr., BYSTRICKY (Czechoslovakla) said that although the Contracting
Parties had the right to require information from contracting parties on their
trode relations with all countries, a government might nevertheless be unable
to submit, as requircd by General Note 5 and Question 10, the text of a
bilateral agreement with a third country without the pemmission of that country.
The question ,would, of course, not arise if the third country werc agrceable
to the disclosure of the text of such a bilateral - Qgruemcnt. As for "group

.
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arranzements', they undeniably existed end as a new fcaturc in the field of
trade ruutrlctlons they should be thoroughly exnlcred,

Mr. DI NOLA (Italy) said thnt whilst there was every reason for the
Controcting Partics to be acquainted with the trade mcasures of every con-~
tracting party, it was obvicusly difficult for a centracting party to suonly
information on its trade relations with a non-contra cting party which
objucted to such information being made available to the Contracting Parties,
He suggested that contr“ctlng partics should be roquired to sunply all
informaticn on their tradc relations with other contracting parties, and, to
the fullest extent possible, alse information on their trade rclations w1th

nen-contracting parties,

M., LECUYER (France) felt that it was sssential for ‘the Contracting
Partics to have access tc 2ll bilateral agrccments, including those entered -
ints by contracting partics with countries not parties to the Agreement,
for ctherwise therc woull be no way of judging whether a contracting party
ad fulfilled its cbligaticn under the Agreement not to accord more favourable
treatment to non-contracting parties, Furthermore, dcouments sups slied. to the

Contracting Parties were generally classified as restricted, and if neccessary
could bp mark»d "Secret",

Mr, ERGYPO POULOS (Grecce) said he was at a loss to know how any
trade agreement of a contracting party tould be kept secrct from the other
contracting partics, for it vwas clc rly only on the basis cof a kmowledge
ﬁf its trade dispcsiticns that a government could enter into negeotiations

with it, ¢

Mr, GUE (Cubw) pointed out the oblige tion imposed on contracting
partics by 1mh1104t1‘n in Article xIV: 1(g), requiring them tc supply such
inflcrmaticn,

M, CASSIERS (Relsium) said that he was surprised to hear the contention
that informaticn relatinge to the benefits which a contracting party might have
accorded to non-contracting parties could be withheld whilst that rclating to
benefits accorded to controcting parties must in all cascs be revealed, It
should be heoped that in the lonp run every contracting varty would feel
obliged to make clear t¢ any country with which it intended to conelude a
tradc agreement thot ns o contracting party to the General sgreement it
wns cbliped to supply to the Contraeting Porties full information on all its

trade agreencnts,

Mr, BYSTRICKY (CZSPhUSlUV"klw) stoted that Czechoslovakia weuld always
ccmoly with the provisions of irticles I and XIII, and had ng intentien to
discriminate in Pavour of any non-contracting party. Furthermere, his
Government was presered to supply 211 such information ond texts of such
agreements te the Omntrﬁctlnv Porties as Iar os 1t wos agreeable to its
trode pertnor concerned, He would sugpoert the propesal of the Italian
representative that contrzeting portics should be asked to suprly information
on their trade relaticrs with non-contracting perties only to the fullest

possible extent,

Mr, ARGYROPOULOS (Crsece) thrught that since contracting parties,
in accenting the Gencral A rreement, had accerted the undertaking to supply such
informotisn, ~nd since o trade agreement, to be legally in foree, must be first

published in an ofTicial pazette, there was really ne question of withholding
such information,
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, lir, DI Ii0L.. (Itnly) seid that he wished %o nake it clcar that the
Government cf Italy was orepared to susply all the ini: nwativn and deeunentaticn
requested by the qu»etlonn ire, but it shoull be borne in mind that some of the
countrics with which Italy had cntered intce trode agrecments might ObJuth
In rcply to the representative of Grecee, he sointed cut that it had been the
pelicy of somc pavernments nct to putlish bilatoral quots agr»pmcnts in theix
official ;azcttes,

The CHAIRM:IN sujpgested = sclution HJ which the yerport of Werking
Party "H" would be adeosted in its wresent form, tut the views <f the Czecho-
slovakian and Italian rerrescntatives woulld be reerrded in the Summery kecerd
of this meetinr,, It would, then, be understs.l th:t in thusc cases where
difficulty arose ciding to the refusal of o nen-c ntracting narty to allow the
contents or texts of a trade aprecment betwoen itself and 2 contracting party
to be ravealed tc the Contracting Prrti.s, the contracting prrty cencerned
should give clearly the reas.ns Cor withslling such infcrmaticn or documentation,
and ghuulﬂ supply all ressible infermntion s ag t. @nnble the Contracting
Porties tz judge whether there was ony discriminatory clement in its trode
rcstricti:ns. ‘ ‘

Hr, GUEREU (Cuta) was in Tavour of such o sclution on the ground thot
many other difficultics hnd been raiscd at the Working Party, and these had
been emitted from the rezzrt, It should, hovsver, be understocd that in the
circumstances envisaged the centracting norty concerncd should nevertheless

ake every effort tc secck sproerment with the non-contracting narty concerned
wlth the object of moking availnble to the Contracting: Sorties the text of

the agrecement in questicn,

The renrcsentatives of Czechoslovaekin and Itely cgreed to the
sugrestion of the Chairman, =nl vithdirew their »ropoeal to amend the repert
itsclf, ‘

, Upon a similnr sugpesti n by the Chairman in relation te the question
of requiring information concerning "group nrrs w«cmcnts", it was arrced

that the understanding be placcd cn recordd thot whoerees "group urrangcments"
were nct specifiecally mentizned in the Questionnaire, 1nfcnw”t1rn on "group
arrange ments" insofar ns they 1nvolvcd trade restrictions, shculd nevertheless
be supplicd, as infermotion reloting to 21l trede mceasures o' o ccentracting
party was impllcltlj required by thc Qu,stlunnﬂlru. '

In ru>1v to a oucgtm 'n by Mr. UUW (Paki tan) in connccticn with
Questicn 11, the CHATIRMAN said that it would be in erder for o contracting
party to deseribe the pclicy and the orogromme for o fiscal year ending ot
the middle of 1951; it was clecrly impcssible to require o centracting
party to submit any pclicy c¢r programmc which it hod not formulated,

At the supggestizn of the CHAIRILN, and with the consent .f the meeting,
the report was considered end approved as o whole, The CHAIRMAN exvressed
appreciaticn on behalf of the Contracting Prrtics to lir, GUERR.. and his
Working Party for their work in drawing up the rewcrt,

3, Report of Working Party "J" on Specinl Exchonge sprecments (GnTT/CP.S/h#D
. M. J.ALNSOM (Bclgium) presented the rewort on behall of the Torking Porty.
Having cutlined the work which the Werking Party hoad nerlomed pursuant to the
two scctions of its terms of reference, he preposed the adonticn of the
recommendaticns of the Working Porty, which were embodied in prragraphs 3,

L and 9 of the report, The vorking Party prepssed on cxtension of time for
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rction by Burma, Sweden and Heiti under Article XV, parapgreph 6, to the

cpening date of the Sixth Sessicn, It was 2ls: reeoamendcd that Indeonesia, when
it had donseited on instrument =f accestnnec o ite swecial cxchange agree-
ments, sheull te consifercd o5 havi o fulfilled its chlizaticons under JLrticle
XV, paraprech 6. s regards the srocedural srransement roc-miended by

the W rking Porty in ccerrdence with the sceonl sart 'f its terms of reference,
Be J.1iS0N emphasized its threc chiel charmeteristicss it woe-simple in form,
gcnuru¢ in oovlication, ~nd hed ooprovizi-onel cL i cvur. The Werkinge Porty
had fclt thet an claborate sroccdure mics ot e even as sifeetive in,

ccvering =1l situstions which nirht wrisc; that o orccedurs shoull be azplicable
tz 21l controcting porties under similar circumstaness; that a procedure
reecmmeniicl in prescht circuwsLances shzuld be wpen t" rc«examination, if found
to te inadequate or 2t any time ths Contrncting P:rties mizht consider the
questi-n cf adesting pencral »rocclures,  The priocedure, however, involved no
deleg“ti"n off power and ns decidsion could bte token in ecrnection vwith a

speeial exechanie apreement excent by the Controcting Partics themscelves,

] l‘l

J

e

The CHAIRMAN thanked Me JANSON frr his statement end nroncsed the
edcpticn of the recomrmendatisns <f the Werking Porty, The recommendations
emtodied in paracrashs 3, 4 ~nz g o the ropert “cru cor:sidared in turn and
were aoorived,  The R»>~rt was then sdepted az 2 whole,

Mr, BYSTRICKY (Czech:slovakisz ) susgested that in view of the
comparative MQVJnturbu ¢f membershiy in the Funi, it wos unlikely that any
contractine party weuld accent o specizl exchonge ayracment on o permanent
basis, The advantoges were: the advice whicn the Fund, as a bedy of financial
experts, cculld previde to its members, the {creipn exchonge which a member of
the Fund could uurch“sc frem it, ~nd the prompt considerati-n which the Fund,
with its Executive Ecard “eruﬂupulv in session, could zive to any annlication
frcem its members. ’

Mr, SasD (Internati-nzl Monotary Fund) wee in full agreement with the
views of the Czechsslovak ronrescentotive thot thire woe ne adventare in
signing o s»eecizal e.change sqsrcoement when o contractine narty e »uld become a

(&Y

member of the Fund,

Mr, MAKATITL (Inlinesiz) printe’ cut that his country hid made
el

crranzements £or the zccentance o o snecinl exehanse aprecment,

" The Alssurcd Lifc of Torif? Cchoossicns  with Respect to Article XIX
(GarT/CP.5/22) (Resumed discussion)

-

The CHAIRMAN informed
Czechoslovak and United Stotes
in 2 sclution, The Contracting ©
t: this item which had been retained

that the o.“aul‘"tl ‘ns between the
nticong on this ruestion had net resulted
rties WErS NV rcouugtu_ te pive consideration
Ol 't.n.k Agi.vn .LA...

Mr, EYSTRICKY (Czechnsl vakia) states that the request of Czechoslovakia
rogaraing this asenda item hod beén motivoted not only by the interests of
Czecheslovakin but alsc by the ernsilcroticn of the imprrtant principle
invelved, Article XIX bteing cne of the princinal pillars of the General
Agreement which was ncw, for the first time, invcked by the United States,

Once the provisicn was invokeld it cculd be resorted to spein axainst any

other contracting sorty, a2nd it wes n:ot surprising thot many countries had
felt thet their interests were threntened by the mers existence of Article XIX.
Mr, BYSTRICKY then quaoted a nassase frum the Swiss bBankers' Bulletin of

23 Octuber 1950 which referred t the deep cinecern that hnd been arcused in
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Eurcpe by the element cof uncertainty crca ‘ted bty the sc-C«llu4 'esc~1g cl“usn'
in the commercial treaties of the United States, The Bulletin referred to

the cgreement, unier inexcrzbtle »ressure, bty the Swiss Government to the
inclusion of such an ¢seaie clnuse in its new comnercial treaty with the

United States., Such o rtrovision in comrereizl treztics had the effect of
ereating anxiety ror busiressmen 21l over the werld; it created the

possibility of trade ceonditi-ne toins changed 2t 2 mdmcnt’s nztice,
Caechoslovakla kol aceestel the Goneral Lzreement, which ineluled such a
clause, under no insxcratic extcrnal oressure tut of its own free will,

What it cbjected to strongly +wos not the provision tut the arbitrary viclation
of the provision by the Unitel States, which was its chief auther,

Mr, BYSTRICKY then read extrocts from letters exchanged butwcen the Czechoslcvak
and United States delegations t- show that Czechcslevekia had made every

effort to reach an understanding with the United Sfates and was prepared to
accept any reascnable sclutlkn, tut that the United States delegaticn had latly
refused tc pgive any ccnsideraticn t: the request of C'"Chablgvahla, or to o
engage in a consultation with @ view tc arriving 2t a compromise soluticn,

At a subsequent mecting between the sxwerts of the two delegations the

United States delegaticn had zgein indicatel that it was in no position to
recensider its detion unier Article XIX but sugpesied that Czechoslovakia

might consider the possitility of withlrawing some of its concessi:mns os a
ccmpensatory measure, T this the Czechoslovak iclnra*ion hed replied that

it had nc intention to s*avt a repercussive process of withirawals of tariff
concessions and that in any case acticn taken under Article XIX, paragraph 3,
required nc pr’or consultaticn,  In short, Czech:aslovakia ves prepared to
aceznt a compromise scluticon wnurc s the United States, which had kncwingly

viclated the provisicns of the Agreement, had tenacicusly refused to engage

in any consultations,

Mr., BYSTRICKY ther referred tec & report, dated ebruurj 2, 1948, cf
the United States Teriff Cormission +: the House Woys and Means @ amittee,
in which it wes stated that four conditicns must be fulfilled hefare an action
could be justifiably taken under the "escape clouse” It was sisted there
that: ‘ A .

(1) +here must be = quantitative inerease in imsorts;

(ii) puch quantitative inecrease o f
. A ]

off anf'orescen circumstancss;

imports must he o comsequence

iii such quantitative incrence of imoorts must Le a consequence
, qu _ : : v
of tarifs conocss1cns; and

rts rust be in such gquantitics and under

(1v) the increase in imwo
t: cause or threaten gurlous‘injury teo

such ccnditions ag
demestic producers,

These conditions were olso referred to in o repeortd o ~f the Conmmission tc the
United States President, Apart from the first regurding an cctual increase

in import of the product in quusticn, Mr, BYSTRICKY maintained that the

measure taken by the United States with resicet to ladies' felt hats had not
serts was by nc means the

fulfilled these ceonditicns, The increase in implx
consequence of an unfereseen development; the existing rates of import duty

cf 47 “and 500 ad valorem nmust be by oll st nlards c:o nsluerci as very high, and
taking account " of the comperative prieces of the products of foreign and

domestic crigin on the cmericen merket, it had to be admitted that the reducticn
‘in impert duty was by no means ruspcnuiblc for the increase in the imports;

and the report of the Toxdff Conmission, which stated that the inerease in
imports had affected the uxhansion hnu QbleﬂgHLnt of the demestic producticn,
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had elearly bornec out the belief thet the United States had ndested the measure
wvith o view to proteetin. its -vn industry ond for its expansion, The same
repcrt stated that domestic —r-ducticn of the pr-luet in question had inereascd
by threcfoll cince 1948, . By denriving the American wublic of the right to ™
surchose frreirm products f a better quality ot o lauver orice, the measure
taken by the Unitel States Government mercly scrved the intercsts of two or
thres bis manufacturcrs whe hul influcnce with the Government, In conclusicn,
Mr, BYSTRICKY, with rci‘cronce t: n ragsioe frem the Neue Zlrcher Zeitung

which c¢xpresscd the hope that the Trrquny O nference would show encugh courage
to face the questicon anld to ~ive it o Just soluticon, requestsd that the
Contracting Partics adest o reo-lutin t the ofifeet (2) that they had

examined the announcerient by the Uniteld Stotes delegation of the withdrawal

cf the coneessicns gronted n item 1526 (2) anl hall come t: the conclusion |
that the conditirng 1nid down in article XIX fzr neticn undcr it had not been
fulfilled by this measure, and (k) that they recommend t: the United States
Gevernment that the measurce te rovokod,

The CHAIRMAN ruled thot o coertrin nscins remark in Mr, BYSTRICKY'S
statement, which reflected on the ~ -l fnith f the United Statss Gevernment,
was unparliamentary and contrary t o the syirit and traditions of the
Contracting Parties, and shoulld be withdroom,  Mr. BYSTRICKY maintainced
that the chief contention in his statement wee that the United States
Gevernment had f2iled to fulfil the internnticnal oblisaticn which it had
undertoken under the Generzl sorccement,

The Discussicn wro to ke resumed ot the noext neeting,

RS

The mectins resc at 6,30 nem,




