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Subjcct discussed; Iterm 30 - dssured Life of Tariff Concessions
R with respect o article XIX (G.TT/CR, 5/22)

(Continued),

v

Iten 20 - nsquruﬂ Life of L&rlff Srnecssions with resmect t0 Article XIX (Contd, )

lir, CONST (United States) saild that his country “1rucﬂ with the Czechoslovek

dele~ate on the sericusnsss of the matter, and he anssured the Contracting Parties
that the United States had not ll”h‘ly takuw the deciszizn to withdraw the con-
cessions on the ltems involved, &4 eareful snd doboailed eppraissl had been given
the matter, The petition had been filed -n Jonuary 24 of thls‘ye“r. after o
on the matter was igsued on

preliminary examination, 2 notice of wublic hearings
april 7, These hneorihgs, which werc open, were held an Liny 9 and then, after
consiferatisn of the views »7 the 1nturustu; marties, ,naly s by tra¢ncﬂ
‘technicians and 2 field investigation, the qu;;f Corrission “nnounccuulta
findings ond the Unitel States GOVurnm nt notified the Contracting Porties in
October,  The withdrawzl covere? only those items vnlued at 29 to g2k a dozen,
He reitercted that the Tarif? Commission wms o foct-Dinding body and published
all the facts pertaining to a case, A1l these Izets were open to pudblic
ingpection ond the Commission clearly could not unke ony recommendation without
brounJ* for doing so, and lir, COTSE wished to draw witention to the fellowing
facts., TFirst, the imports of these itoms had increzsel Trom 41,000 to 50,000
dozen in 1935-1937 to a peak of 121,000 dozen in 1949 ani t2 an cstimoted figure
of 124,000 dozen in this year. Secondly, the consurption had risen during the
1930s to a peak of over a millisn dozen in 1937 and thcn hel declined o less
than 700,700 dozen in 1949, Donwcstic prn“uct1~r hal reached 2 peok of o million
dnzen in 1937, declining to 566,000 Jozen in 194G and to L4RE, N0 dozen in 1950,
~The ratio »f imports to vrnductlan in 1935-1937 waa 4.8, Tn 1947, vhen the
concessinn was gronted, it wez 3,3, It had then riscn to 7,2 in L°h8 20,4
in 1949 and to an estimated figure of 20,5 in 1950, The emmlayacnt tlgurcs
were alsn relevant to the cose, In 1937-1939 there were about 6,007 PdeUutiVP
workers in the fur felt hat industry, In 1947 this hald declined to 4,400 and by
1950 to 3,800, Botween o and 7095 of thesc warkers werce skilled and the
averape age wvas very high, Plnﬁlly, the “omestic 1nﬂuutry oS eoncentroted in
five communities: Danbury lorwallr, Rendinz, Thilelelmhin L Aynesbury,
In the Connecticut arca the Tﬂrlff bvnnissinn eativntond tn"t 86m of the wagces

in Danbury and 5% in Norwalk were neid by the hat industry,

K
s
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.

L field survey wis then conducted coverint 15 mamatacturers, most of the
anurdouurcrs in this, 1n‘u stry. 7urtaun out of the fiftden had made samples
in 1949 or 195C: %en of thesc ind ic told that thoy could not meke them at o

competitive price with imports, Four had tricld ¢ty moke velours on 2
artel very litéle profit on a

comnereial Lasis and three of thesc four hnd reps
selling price of £18 a dozen, M tho Hresont prices there wms o loss rather
thon o profit, The facte thorefore indicotel thnt .n injury wos involved to

this particular industry an? that sone cetion nceded to be taken,
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The Czechazlovak resresentative had chnrae” that the United ‘States. had

K

tations wers nav succcssiul rﬂr thc @oint ~f vicr o7 the Jzcechoslovnk Lble"atlvn-
Thedr pronostls ' calren By the Unite States be rovoked <xre
‘un~ceentalle s ce tho fintin~ hal been made that injury was

§ nreed in eonsulintionz with tm of the three

ast emParme? th the ;LﬂVﬂsvnu A Lrdicle YIX 4. sonsult, He 7id not. think
that, this clair coul’ e gugtnine?, The Prets were rother thet the consul-
],‘

causel, His Joleyatisg wm

other countrics inveolved, Hr. COTST referred to the eriterin in peorasranh 1

of rticle XTI, He than he that no guestion hnd Leon raiss f 2s tn the increanse
N

in imports. Cn the question of unforeszen Zevelosrments, it wos the O“’nlﬂn of
his Government th-t the chan e in o trles ~nd the imonet of this chrn-e on the
Adomestic raductiosn were uv" reseen, In fact, h~d the h._‘c Leen Ioreseen,

it was dewtful vhether ~ﬂb concessinng would hove Veen rrontcd in the first place,
It wmns hardly noce 288uTY to ﬂﬂﬂw istrate thot the incrense in imports was the

1%
result of the coneession, IT the norotiztions wore to have ~ny point at 211,
some increasc must Ve the rosult of oonceszions mode, Btut so sreat an incrense
vhs not Porcsecable, 45 to the question of wihethor th f"~"+s cwErcosnbering
uncer. suzh conliitieons as ©a crusc o thresten Beribus-iﬁjufy‘to domestic

sroduccrs, hoe had oointed out thue they were enterin: into a shrinkin: donestic
navket ond were thus causins increased difficulty tn domostic producers,

It should Le clenr to the Contrnctins Partics that his Government rerretted
findin~ it nccessory to 1nvoxc the eszecape clause but alfter on 0%360u1vc enguiry
into the situntion it had been determinesd thot injury wes teinp: caused, and having

s&-deternined, it was nCCvsbﬂry t> toke action, Finzally, his delezntion
disagreed w1th the charsze made by the buecno slovalr delesation that the United.
States had violated Article XTX sy thig netion, : -

The CHAIT WS wishod to elarify the le-nl mosition of the debate, The
Czechoslovak delemntinn had complained thot the United States had not enformed
to irticle XIX, wararraph 1 ( ) when they hod withdravm the concession ~ranted
to Iten 1526(&) of the United 3%ntes Schedulce, The United States had necepted
the debnts on this peint and renlied,  The Czechoslovak deleqntinn hod
indicnted that they 417 nat intend to aprly porwrash 3 (o) of irticle XIX
wnich rove thom tho ri-b hs auenuhd buu1v310ﬂ+ : or concessions,
thus indicrtins that thue orineislo »f tho quos imrortant thwn the

dnmasc involved, The Czec hos]ﬁ'"k TU::&u@nb“ble hod slso asked the Contracting
Partics t» prevent the United Stotes from the nlleced infrincement, It wes
Aifficult to sce heow this complaint could he trou-ht under Articlc XIX; it

would more 111r~3r1ﬁbufy be referred 4o the Contractine Parties under o procedure
off the type envigarod in Jrticle XHIIT, He further ”ﬁnuuﬂlcﬂ that the '
censultations between his delesstian an? the United States deleration had been

unsuccessful ond that the United States were maintainineg 2 measurce which he
considerad to bu a violation of the Jrreement, Thic wns therefore the basis

of the present dchate, and if the Contractine "artics were to procced in an
orilcrly manner, they °nmu]ﬂ linit thomzelves first to the question of whether

the United States hed in fact conformed with the wrovisions of Article XIX,

narasrazh 1,

¥r., DI NOL. (I*ﬁ y) said that the zituction of faet end 1aw had not chenrced
since the matter was first discussad in the Contracting Parties, 4s refards
the fa2cts, the sz"nllﬂn remained the some, only aprrovates by the circumstance
that the measure in question was already beins npplied and uhat, therefore, for -

the monent 2. lc%sﬁ,'no relief could be uxpected,  The lepal situation was
that, on the bagis of Jrticle XIX, no aoticm othaer than entering into consula.

tations was possitle. The only power siven to vhe Contracting Partlus under
Article XIX wos to cxamine whether the rotalintory measurc permitted to the
injurcd vparty by sarasraph 3 was in proportion to the injuries it had quotulned
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It was as well that this s so Leceause the grenter
trade asrecments os cormared wita Lilateral o-recne g
t5 establish this cseane clausc,  ~ut i it kol zlss bee
Contracting Parties should pronsunce on the questi-n sf the criticzl circum-
¢ i ¢ g
a

stances bhefore 2 country could hove recourse v this Jrticle, the nccessary
flexibility and urcency would hove boen lost, “he situati-n would be quite
diiferent 1if .rticle XXIIT were invoked, tut even i the Contracting Prrties
vwere, under thot Jrtiecle, t» decide t the nmounsure adipted by the United

States Government wos not Jjustifics, result srould Sulll be that the

injured party could heve recourss to rot2listary mezsures, This same result
could be roached more ranidly on the Lasis of Jrticle XIX, ~and Mr, DI NOLa
seid thot the Italion deleration wished the ecase t- remain on the basis of

srticle XIiX,

45 G0 the results of the nezotisti-ns undertokoen in this matter, Mr,
DI HOL4 declared that for the moment thcy'”crc'nu 1ﬂx¢%10. ‘This was due,
however, to technical difficulties, and ho was certnin that when the nerotia-
tions werc resumed in January it would he »nossible to arrive at a satisfactory
agrecment, The United States Government, “wich until the present time had
been concerned to assist the ecomemic rehabilitation of Italy, could not fail
to wrovide a new sutlet for Italian exports to maks up for the loss suffered

(&5

as o result of this 2cction,

¥, LBECUYER (France), referrin- only to the leral basis of the zction
under consideration, thourht the Aecision of tho United States was within the
framework of "rtlclu XIX, This Jjrticle was an excention to -the othor articles
of the lirreement, iospecial procedure wms dnvolved and ahoullipe confarmed to,
b the time of the drafting of the Acrcemont rcovernments had wished to »ut in
~.an esenne clausc which wmuld rive thcw 2 crt;i" security and possibility of
Q0

rapid actian with regord to the uﬂﬁbrb Jeen, It vms prokhable thot
the np»lication of this temxt vrbucnuc& isls and 1t was certain that the
Contracting Parties should runrd ffuquent use; Mor could he aarce
 vith the Italian representative réicle wes o helaful one, Since

it was in the Agrecmenc, however, ment wos orpuarcﬂ t~ procesd on’

the hasiz of con;u]uatiguw.

Thz CHLIMLN explained thot he hed cited [riicle YXIII because the
Czechoslovak representative had clearly brousht 2 com»laint, article XIX
Aid not ~ive the mossibility of moking o complnaint Ledore the Sontractin:
Parties, but as .rticle XIX was one of the oblirstions of the Lgrecment, if
the Czechoslovek delegation insisted on the complaint procedure it 1muld clearly
hove to be taken under jxrticle XXITI, :

Dr. GUERRA (Cuba) did not "dsh ta ﬂi"' uss the focts of the case, but did
wish toet forth the point of view of hic Covernment with regard to Jrticle XIX,
He considercd thot this muttcr 1nvolvcd ;undamcntnl questions of principle and
the interpretatiosn by the Contracting Partic: of Artlclc XIX in this case might
dctermine the attitude of Cuba to the whols of the irreement, For 2 country
guch as his own, with a very low tariff, most of vhich wog bound in the
Lrreement, 1t would not have becn poss lulC to ro alons with the policy of
liberating tradc unless 1t had the guarantce contrined in this article.,  Had
there been the possibility that the lowered toariffs misht have come into
conflict with the »rosress of economic dovelopment in any «iven ease, 1t might
not have heen possible for Cuba to enter int» the [Lorcement, and it irould

certainly not have Leen possible to reducc and Lind its ta rlffs ag it h L done,

He would not, of course, advocute ~ degoread use of Jrticle XIZ, nor
was any country cntitled to abusc it,  In his vielr, the article as it was
written cstablished, as far 2z it wns possible to do su, objecctive criteria
which enabled countries to measurc and jud- e whether the articlc was reasonably
involked, These objcetive criteria were the inercasc of imports and the
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existence of an injury, = The causal relationship between the grantine of

the concessions and the incrensc of imports wag somewvhat less ohjective but
still could fairly be measured, i much less objeetive criterion was the question
of whether unforescen development and scveral tyoes of hapnening (such as
technolorical chanses, currency devaluztions, nev or nurmented subsidies)

micht e involved, '

b)

The Cuban Government could not, under any circumstnnces, nccept the
thesis of the Czechoslovalk delesction that, hecnusc incrcoss of trade wms 2
feneral otjective of the .Jrreement, 2ll other considerations must Le ignored
when a country was faced with on increaze of impjorts in any riven case, Ir
such an interpretation were accepted the whole saferuard of ‘rticle XIX would
e lost, 2nd o country such 2s his own mi ht well hositate to rebind its
schedule, In his view, .nd without refcrence to the present complaint, where
the question of unfcreseen developments was in doubt, this should not be
allowed to over-ride the considerations of the objective criteria he had listed,
He thousht that a country which was faced by o ~reater increase in imports
then was expected at ths time the concession was sranted, where damage vas being
caused, and where therc was o causal relationship hetween the concession and
the import increase, should have the right to invoke Article XIX, whether or
not "unforeseen develooments'" coull e proven, The safecuard centained in
ALrticle XIX mave the rresment sufficient flexibility to protect countries
vith developins industries,

v the Chodrman's statcement regarding the

M, CASSIFRS (Belrium) apree? wit a
2o renresentative commlained of the

Y
lesal position, a8 soen 28 he Jzec
abuse of rticle XIX he wos basing en Srticle XXTIL, 41lthouch ho
provision for investirntion existed under srticle XIX, the Czechoslovak
deleration coui« make 2 complaint beforc the Contractins Parties under Article
XXIIIand ask thit an enguiry be undertalen, Under .irticle XIX the only

20831ik1ls cction vms the withdrownl of an eguivalent concession, Under Article
XXIII, on the otvher hand, the Centracting: Pariies coul” male recommendations,
He agree® with the Cuban reoreseniative as to the imnvtance of lrticle XIX and
the fact that it should be used for its ovm speeific rurpose, lowever, it

could hardly be the in‘ention that' the ower of iudsing vhether the esnditions
of Article XIN were fulfilled or not rested solely with the country apnlying the
article, He thouzht, therefore, that the complaint should he accepted under
Article XXIII and on investisation made,

¥r, SCHMITT (New Zealand) wished to vecord the view of his government that
the Contractins Parties would not he proceeding properly if they decided that
action could be taken under ixrticle XAIII in the first instance. The "matter"
_referred to in this irticle could only relate to the nullification or impairment
of 2 specific bLenefit or objective, It could not reguire the Contracting
Partics to investizate in the first instance as o whether o contracting party
was carcvyins out the lezal oblirations of the General Jrreoment as o whole, nor
as to the leral status of any narticulnsr sction under some other provision of
the Anrecment, This interpretatinn was Borme out by the wider provisions of the
Havann Charter articles, liie Government considered it an importmnt principle
that lirtielé XXTIT provided for the settlement of disputes on practical nmatters
with the Contracting Parties acting as mediators, “he Article 4i2 not provide
for decision on the lewality or illerality of setinng taken by the Centracting
Partics nor for the Consracting Partics s sct 2o judse,

The CHAIWAN said that he was not »renarcel o give any ruling or to continue
the discussion on the problem posed by the 'ow Zealand redrescntative, From the
debate on the reneral question it wos opoarent that no contracting parties, except
those immediately conccrned, were preparcd to wronounce on the merits of' the case,
I was clear thnt any discussions could »nly procee? on the basis of Jfrticle XXIII
and it had already been pointed out. that that’iArticle, in the finel instance,could
" only lead to permission to make retaliatory withdrawmls, The same objective
could be obtained by applyins Article XIX, with the some regrettable result, He
thercfore zsked the Czechoslovall renresentative whether he would be prepared to
accept that the Contracting Porties take note that the consultations between the
United 3tates and Czechoslovakin on this item had not led to agreement, vhich
would entitle Czechoslovakia to make use of the »rovisions of Article XIX para, 3,

The meeting adjourned et 1,10 p.m,



