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Subjeots disoussed: 1. Finanoial statement and budged
2. Schedules
3. Auetralian rensegotiastion
4. Australian waivers - Papua-New Guinea
5. Papua-New Guinea walver request
6. Accession of Japan .

1. 7Finaneisl statement and budget (I/422 and Add.l, 1/423)

The DEFUTY EXECUTIVE SECRETARY-inmtrcduced the report cn the financing of
the 1955 budget (L/422), the audit of the acoounts (1/422/Add.l1) and the budget
estimates for 1956 (I/423). - As would be seen from the repsrt for 1955, the
recoaipts had been satisfactory and only six contributions were cutstanding, of
which three - Italy, Chile end Pakistan - were expected shortly. He hed no
indication regarding the contributions of Cuba, Peru and Uruguay, although the
Cuban euthorities in Havena had advised that theirs would certainly be received
before the snd of the year. The receipts for miscellaneous incoms had excesded
the budget estimates considerably, some as a result of exceptional cirgumstances,
but some as a result of an increase in the salg-of publicaticns which it wes
hoped would continue. The expenditure for 1955, on the other hand, had been
particularly heavy and in general had excesded the budgetary appropriations.

A great deal of this increase was due to a permasnent increase im the workloed of
the secretariat, This had to be taken into account in the 1956 budget estimatoes.
The CONTRACTING PARTIES would note that the United Nations had approved the
affiliation of the secretariat to the United Nations Joint Staff Pension Fund
(paragraph 23 of 1/422). There were still a number of problems arising out of
the uncertainty of the relationship of the new Orgenization with the United
Netions which the Working Party would no doubt wish to censider. With regard

to the budget for 1956, it had become clear that the budgetary methods used
hitherto were meeting with serious difficulties, Document L/423 contained

i The page nuﬁbering of summary records will be consecutive throughout'the
summaries of the Sesaion,
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& model budget Tor the Organization for Trade Cooperation which was based en
the present level of the work of the secrotariat., This budget amounted to

a total of $596,000 as compared to the total estimste for 1956 on the present
basis of $448,800. A considerable effort was needed to stay within the
present possibilities of contributions which involved difficulties both from
the administrative and financial points of view. With regard to the
estimates for 1956 on the present system, it would be seen that a considerable
cash resarve was again requested, this in the light of the experience ¢f the
past year. It would be possible next year to cover the daifference between
current receipts and expenditure by drawing on the cash reserve, but it would
be necessary in 1957 to.bring the incoms from contributions into squilibrium
with expenditurs. The budget provided for authority to put inte effect

a training scheme for your officials of the contracting partiss, This would
involve no expenditure for the contrecting psrties, since the cost would be
supported by the United Nations Technical Assistance Administration. However,
in order that tho programme eould enter into effect esrly next year, it would
be necessary for governments to propese candidates before 15 November.

Dr. NAUDE (Union of South Africa) referred to the existing units of oon~
tributions which were still based on estimastes of trade percentagss of several
years ago. A comparison botwsen the existing basis of calculsting oon-
tributions and the trade figures adopted at the Ninth Seasion for the revised
Article XXVI showed certain changes in the pcrcentasge shares of individual
contraoting parties, Hs suggested that it was time to roview the shares usesd
for budgetary purposes in the light of current figures end that the Working
Party might consider this matter.

y. ISBISTER (Canada) referred to the suggestion regarding liaison
officers in Washington, Bengkok and Santiago, and requested an explenaticn of
the purpose and type of functions of such officers. = His delegation algso felt
that it was porhaps time that the secretariat began more intensive work in
the substantive fislds covered by the Agreement. The results of specisl in-
vestigations in the psst into such sspects a8 customs valuation had been
unsatisfactory for lack of highly spesialized personnel. On the agenda of
the present session theoro wes a proposal to enquire into enti-dumping and
countsrvailing duties, and it was questionable whethor the CONTRACTING PARTIES
had the skilled personnel and resources necessary to carry through such an
enquiry. Perhaps the Budget Working Perty could consider whether the
seerotariaet should not begin to assemble koy personnel in various fields to
enable them to produce reports and infermation.

The EXECUTIVE SECR2TARY said that the proposel for lieison officers was
contained in the model budget for the Organization, a budget which, howsever,
he would consider desirable for the GATT at the preosent time were it on
a moro permanent basis. The Washington liaison office waos mainly intended to
improve the liaison with the Intermational Monotary Fund, e matter which had
been discuesed at length during the Review, The othor two liaison officers
wore intemded to ensure cl-ser end continuous relations with the countries in
Asia and Latin America end with the regional Zconomic Commissions of the United
hations which wore operating in those areas over fiolds im which thoey and the
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GATT had ocommon intorests. As a metter of poliey, ho and the Deputy ixecutive
Secratary had travelled in Latin America end iAsia in the pegt two . years in
order to heve a closer idea of the problems of those countries and to discuss
with their ministors end officials the Agroement and its relevence to their
problens, Burope and North Zmerica hed en sadvantage in being closer to the
operetions of the Agroement end constent liaison was essential with the
remoter countries, particularly those with serious economic problems, in

ordor to ensuro that the Agreoment made the fullest contribution to their
sclution and to the economic development of those countries. The training
scheme was a proposal in thet same diroction.

He was sympathetic to the suggestion of the Canedian representative ro-
garding more work by the scersteriet in subastantive fields. Such work had
in fact developed over the last two ycars, but budgetary limitations made it
diffioult to recruit personnol of the number and stendard required or to
offer stoady snd emcouraging employment. The provision in the model budget
Tor an Operations -Section and a Commercial Folicy Section in the Division of
Administration of the Ganeral Agroemont wns directed at this psrticular problem,

Mr., MACHADO (Brazil) supported the proposals of the South Africen and
Canadien delegates and felt that whatever action seemed nmecessary to improve the
administration of the Agroement should be token immedietely eand not postponed

on the grounds that the permenent Organizstion wes notv yet established or

that the situation wes a temporary one. It wes importent thet the CONTRACTING
FARTIES should give the impression of confidenco in the GATT. His country
for ome believed that the GATT was in fact indispensable. The basis for con=-
tributions should be adjustsd to conform mors to the actual situation and so as
to balence the rights given countries under Article XXVI. He had been glad
to see the proposal for liaison officers in Asie ond latin America in the light
of the omphasis placed on economic development aspects during the Review, The
existing co-ordination with the Fund tended to favour the industrial countries.
The GATT should also receive the assistance of the repreosentatives of the
regional Eoonomic Commissions which were immediately concerned with economic
development and rociprocity of representation was most important. ’

Mp, KLEIN {F.R, Germany) supported tho suggestions mede by the South
African and Canadien delugates. Tha proposal for liaison officers was also
useful, particularly in Washington where it would be desirable to institute
a small eteff immediately.

' The CHATRMAN said that the Working Party on Budget ashould teke into account
the proposal to review the beosis of contribution end that for increassing the

secretari&t's ability to deal with spscialized matters.

The CONTRACTING PARTIES a approved the appointment of a working perty on
the budget, with the following membership ond torms of reference:
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Chairmen: Mr. O.P., Mechado (Brazil)
Membership: Ausgtralia Turkey
Brezil Union of South Afrieca
France United Kingdom
India v United States
Indonesia

Terms of roference:

To examine any questions arising in connexion with the finaneing of the
1955 budget and tho proposals for the budget for 1956, and to submit re-
commendations therson to the CONTRACTING PARTIES.

2. Rectification and modification of schedules (I/382 and Add.1)

The CHAIRMAN said thet & number of propossls for rectificationse had beean
mede, and meany schedules must be modified as a result of the negotiations in
the past ycar. It would ba necsssary to propara for signature a Fifth
Protocol of Rectifications end .odifications., That task hed always been en~

trusted teo a working party.

1or. RAMASWAMI (India) roferrsd to the discussion at the previous meeting
on tho use of panslas. His delegation had indiceted its beliaf that that
system would not be admissibls in certein csses but wonderod whoethor this
was not & subjact which could more conveniently be comsidercd by a panel than
by a working party. The verious items concerned individual countries end
were technicel matters roequiring tho consideration of experts.

Mr. KLEIN (F.R. Germeny) thought that the working party system had been
succassful in tho psst in this field end questionad the neod for eny change.

Mr. ANNIS (Canada) thought thet in this instence it would be unmwise to
change a system which had proved satisfactory. The subject was of intorost
to meny countrios; tochnicel experts could be nominated to the workihg party.

Mr. SARDERS (United Kingdom), whils not strongly oppesod, proferred that
the hitherto satisfectory procedurv be continusd., If it were deecided %o
oxporiment with the panel bocause of tho nature of the problem in this
perticulcr yoer, it should be undorstood that no precedent would be established
whereby this subjsct was always regarded as more suitably considered by a penel.

Mr, MACHADO (PBrazil) supported the Canedian and Germen delegations. If
pancle were to bo appointed, delogations should be given some warning that eox-
perts would be nsoded, otherwise there would be discriminetion against those
dslogations which did not have perticuler sxports presont. '

Mr. BONBRIGHT (United States) charsd the view of the Unitod Kinpdom ro-
presentative end preferred to rotein the present system.
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4 . Mr. SWAMINATREAN (India) seid that his delegation had morely thought this
might bo a possible and intergsting case for exporimenting with the penel
systom but, if the viows of coatracting parties were divided, would not insist.

The IXECUTIVE SECRETARY thought it would be most undesirable if the idea
that, by using the pensl technique, governments were in any way deprived of
the apportunity to oxpress their views should become prevalent. This would
ondonger the usefulness and prestige of the Panel on Gomplainta, The
essence of the panel system was that evory contracting perty, vhethor in-
terested in tho ‘actual oase before the penel or interested in the intar-
pretaticn or undorstending of the Agrecment involved, had not anly the right
but the obligation to attend and to express its viewa.

Mr. MACHADO (Brezil) sgreed but felt thet, in view of tho weight of any
report agreed upon by & group, the composition of a working partzy was relevant
to the responsibilitios end rights of delegatione. .

Thoe CONTRACTING PARTIES approved the eatablishmont of a Working Iarty on
Schadules with the following membership end tarms of referance:

Cheirman 1';-. A, Dubois {Belgium)

Membership:  Burma " Germany
‘ ~ Cenade’ © Italy
Coylon . . ‘Japen
. Cuba ' Swedan - ‘
Czochoslovakia United Kingdom
Frédnoe United States

Tarms " of rerarence H

1. 'l‘o bxamme requests by contrscting parties for rectiﬂcationa end
modifications of their schedules and to prepare & Protocol Tor aignature
before the cloae of the Sesaion.

2, To consider eny othar matters affecting the schedules t6 the Agraement
which may ba roferrea to it by tho CONTRACTING PARTIES.

3.  Australian request for renejgétiaﬁion { SECRET/53)

The CHAJRMAN said that the Australian request for suthority under
Artiole XXVIII:4 to renegotiate an item in Schedule I was submitted on
7 October. Australia proposcd to renegotiate the item with Frence as the
contraocting party with which the ooncession was initially negotiated amd with
Gormany o8 & contraoting party heving a principel supplying interest.
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Under the Interpretative Note to paregraph 4, a request for authorization
had to be met witin thirty days snd the CONTR.CTING PARTIES should therefore
reach their decision not later than 6 November,

Mr, WARWICK SMITH (Australia) stated that this request had been made as

a result of an emnquiry by the .ustralian Teriff Boerd into the produotion of
megnesium Mphate. The reason for the request and the procedures to be
followed were set out in SECRET/53. His Goverrment was proposing to renegotiate
‘the item with France as the contracting paxrty with which the concession was
initielly ne@otiated and with Germany as a contracting party having "a principal
' supplying interees”, He hoped thet it would be possible to complete the
renegotiations during this Session. - The application was submitted under
paragmph 4 of srticle XXVIII (revised) and tho special cireumstanses at the
basis of the request were briefly outlined in paragraph 4 of SECRET/53. There
had beei developments not foreseeable at the time when the comaltment was
entered into; in 1947, which had given rise to the request, His delegation
would be prepared to submit further information to countries particularly
' econcerned in support of the application, He hoped that the CONTRACTING PARTIES
would have no difficulty in complying with the request as this renegotiation
was not likely to endanger "the stability of the teriff schedules", In reply
t0 a request for amplification by the Chairman, Mr. Warwick Smith considered
that the report of the Australian Tariff Board and its roconmandations,
considered in the light of its own procedural requirements, constituted a set
of facta vhich in combination with the provisions of Article XXVIIT (revised)
Justified the applic.tion, He emphasized that the application was for
authority to remegoti.%e and had no bearing on the question of compensation,
a matter to be worked out later. v

tir. KLEIN (F.R. Germa.. ...d that as shown by the import figurus
attached to ths Australien request, Germany was the main eupplier of magnesium
sulphate and if the. CONTRACTING PARTIES accorded tho roquest, negotiastions
should teke place both with France end Germany. The .approval of the
CONTRACTING PARTIZES was dependent upon the existence of special circumstances
under the provisions of paraegraph 4 of the revised Article XXVIII, or
alternatively suthority could be granted in the terms of note 2 to that
paragraph. In their statement the Australisn Government had not, in his
Goverument's view, established any spscial ciroumstences. They had only
referred to the Tariff Board finding, He agsumed thet in: the working parsy
to be set up, additional information on the level of the new rate and on the
compensation to be granted would be given., = His Government wes prepared to
enter into renegotiation of the item ir question. - C
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Mr. PHILIP (France) stated thet his Government wes also prepared to
renegoticte this item, He pointed out thet some of the reesons brought for-
ward in.the australie Lote were vague and hoped to obtain mors praecise in-
formation ,and other arguments then those advanced,in the discussion in the
working party. A8 he understood the roasons,thoy seomed to be based on
the protection of less efficient techniques which did not sesm to sccord with
the prineiples of the .greement, Undor the resorve that more details on
the basis of the application, on the.new rate and on the compansation te be
offercd would be supplied, his Governmont was prepared to grant the raquest.

Shri L.K. JHA (Indis) seid thet this should be rogarded from the goneral
point of viow and with perticuler referance to the precedents which might be
cryated. The text of the article roquired the oxistence of special cir-
cumstances. Tho Gorman and Froneh delegates had expressed doubt as to whethor
adoquate roasons had been given to sustain the allogation of special circum-
stences, It should be noted, however, thet theo word wes 'special and not
Wexcoptional', - The applicetion resultsd not from prossure of & local industry,
‘but after thorough inquiry by the .mstralien Tariff Board, en impartial body.
He would hositate at the thought of the CONTRACTING P.RTIES reassessing the
importence of the industry to the 4ustralien eccamomy after inguiry by the
competent‘body in the countrv. The Australisn Governmont had had the
opportunity to withdraw the item befors 30 Junc with no difficulty. It was
éncouraging that thoy hed waited until a ocse had boen made out for the
withdrawal before doing so. In the view of his delegation the circumstances
were special. ' -

ifr, SANDERS (United Kingdom) wondered whether this was not a cese that
required consideration in relation to Note 2 to psrograph 4 of Article XAVIII.

Mr. WARWICK SMITH (Australis) recognized the wish of contrasting parties
to proceed with care, His delegation did not wish to entor at this stage
into a discussion on the teshnical aspects, They did intend that the .
application should be considered under Note 2 to paragreph 4 of the revised
Article XXVIII end emphasized particularly tle sentence of that Note to the
effect that authorization should he granted unless it was considered that the
negotiations would result in or contribute to such an increamse in teriff lovels
as to threaten the stability of the schedules, It was with this point in mind
that he had made his earlier reforsnse to '"the stability of the teriff ~<hedules,ia
she Indian repressentative had seid;bis Government had beem anxious to emeura that the
tandf? ad justment was nocessary before proceeding to it and hence had not «aken
aotion before 30 June, The revision of Article XXVIII, permitting such action
as was now contemplated, had been of particular concern to Australia during the
Review,

Mr. bACHRDO (Brezil) was gretifiod to note thot mossures designed to
promote oconomic developmant were considercd to be special ciroumstances.
His Government would have thought Artiele XVIII applicabls, but supported the
iustralien requoest.

Mpr. ISBISTER (Canada) suggestod, and wes supported by the Bolgien re-
prosentative, that if the CONTRACTING PARTIES did agrve that special circum-
stances oxisted, the dosclaration should bs fremed in such 2 way as to pravent
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any precedent being established that might prevemt the CONTRACTING PiRTIES
from entering into the substance of the findings of a Teriff Board, The
GONTRACTING P.RTIES should have the right to go beyond the mere existencs of

such 2 report.

Pursuant to paragraph 2(a) of the Declaration on the Continued Application
of Schedules and in the li ht of the provisions of Note 2 to parsgraph 4 of
article XXVIII (revised) she CONTRAGTING SARTIES authorizéd Austrelia to renegot
Item 281 (B){1){a) end (b) - Mugnesiwm sulphate in Part I of Schednle I
uuder tho condtions and prosodures of uartiele XAVIIY (rovised), ' :

4. lustralien waiver - Fepua-Now Guinoa (1/396)

Mr. WARWICK SMITH (australia) introduced tho Socond innusl Roport
{L/396) on action under the waiver granted by tho CONTRACPING PARTIES in
October 1953, The waivor had been invoksd with respect to ons product only,
namoly plywood. Tho welver relatsd cnly to items not bound and to primary
commodities. s e rosult of the public enquiry hold by the Teriff Boerd
it was decided that plywood firom Papua-New Guinea should be imported free of
duty., Papua-New Guinoa wes a very primitive country and unless this action
had boenr taken it was doubtful whether anothor market could have been found.
Ho would not wishioenth® mow ito & discussion of prineiple on whether plywood
might be considered a primary. preduct and. suggssted that ¢his
poiat - might  -be teken up in ‘the discussion of the Australian requost for
a waiver with respcet to certain timber imports from Papua-New Guinea,

Mr. MACHADO (Brazil) pointed out that the number of waiver requests was
growing substantially and that it would be desirable if the socretariat c¢ould
rroduce commante on all reports undor waivers as had been dene in the case
of the report undor the waiver granted to the Juropeen Coal and Stoel
Community. If tho rsason for the asction takon in this case was ocononic
development, his Govornment were preparad to aceept the report.

Mr. ISBISTER (Canhada) roferred to the commoent in the report on the
insignificance of plywood imports into Australia (paragraph 11) end the
statistical table covering the years 1952-53 snd 1953-54 which was unfair
to hard currency countriss, since during those years Canada was not fros to.
s6ll plywood to Justralis end it was difficult to assess the offoct the duty-
tree troatment accordod to imports from Papua~Now Guinea might have had om-
potentiel imports from other countries.

. 'The CONTRiOTING PARTIES referred the yeport to the working party to
be pof up o consider Australia's nevw Fapua-New-~Juines waiver request.
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5. Papua-New Guinea waiver request (1/375 and Add.l & 2)

The CHLIRMAN said that in its request (L/375) the Australian Governmmt
asked for a waiver under Article XXVi5(a) to grant duty-free treatment
seven classes of timber bound in the GATT schedules.

Mr. WARWICK SMITH (Australia) referred to the background information con-
tained in the request and stetistical data submitted (L/375 and Add.I & 2).
The iustralian Government hed a responsibility to promote to the utmost the
economic development and well being of Papua-New Guinea., Conditions had to
be made favourable to investment and Papua-New Guinea was &t a signal dis-
advantage both geographicelly for finding markets for new products and
for developing a sufficiently largs production to permit the oxports that were
ossantinl ag there was virtuelly no internal market. It hed been necessery
to give special help to foster new and growing iridustries, This comprised
not only tariff assistance but also direct grants and othor asaistance.

The timber industry was an important one presenting considerable scope for
internal development. The Australian delsgation felt that the present pro-
posal would result in any impact of the action contemplated being felt more
by the sustralian domestic industry than by sxporting countries. Ko
variation wes onvisaged in the duties on timber imported from any country ex-
cept Papus-New Guinsa. The waiver granted in 1953 was limited to umbound
itoms, whereas this action referred to a list of specified items which were
bound in the scheduls. The need for ths waiver was regretted but the
Australian Government- saw no altarnative course,

Mr, ISBISTER. (Canada) recognized the spacie.l interest of fustralia in
Papua-New Guinsa. . His Government had supported the 1953 waiver but pointed
out that the prasent propossl went well beyond that one. Additional
freodom was being sought for bound items and this involved difficult matters of
general principle concerning the status of the schedules end preferential '
items,  His delegation noted that the Australian Government expected no
diversion of trade to rssult, but Cenada had a substential interest in one
item (btariff item 291(H)) and their lumber exporters took a different view.

It was agreved to appoint a working with the following membership and
terms of referente:

Chairmsn: DMr. Taha Carim {Turkey)

Mombership: Australia Germany
’ Brazil India ,
Canada Indonesie
Ceylon United Kingdom
“Finland United Stetes

Freance
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Terms of referencse:

1. To examine the Second Annual Repori submitted by the Governmant of
Augtralia under the Decision of 24 Cetober 1953 and to report to the
CONTRACTING P/RTIES thereon. ‘

2. To examine the request of Lustralia for a ﬁaiver of obligations under:
«article I of the sgrevment and to submit recommendations to the CQNTRAGTING

P-RTI&B ‘ .

6. 4Aocession of Japan

Mr. T-KASAKI (Japen) seid thet his Governmsnt was very diseppointed to
see thet & large number of contrecting parties hesd invoked srticle XXXV :
agoinst Japan. Theo present situation wes inconsistent with the spirit and
objectives of the General ..greement and might create considerable difficulties
in its administration., 1t was the wish of the Japancese Government that
a solution to the prcblem be reached at this Session. :

Thers were two problems. The first related to countries having

a double-colunn tariff which did not accord most-favoured-nstion treatmont to
Japon. The second concerned countries which did not.apply discriminatory
rates of duty to Japanese imports, but refussd to accept the obligations of
the Goneral hAgrsomont in relation to Jepan, though many of them had accepted
these obligations for some time during the period of Jepan's provisional
~ participation in the GATT. If certain contracting perties entertained
apprehensions, they should frankly state the nature of their difficulties and
- the Japameso Govornment would be ready to participate in a comstructive mapner

in the joint attempt to work out & satisfactory solution. :

The full taxt of Mr. Takasaki's statement. is reproduced in Press Release
GATT/247. , ,

The CHAIRFAN drew particular attention to the suggestidn in the Japanese
memorandum (L/420), that the problen: should be examined with a view to working
out appropriate safeguards within the framework of the Agreement, which
contracting parties would no doubt wish to study in conjunction with the
Japancesu delegatel!s statementa :

The meeting was adjourned at 12,20 p.u.




