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1. Budgst Working Party Report. (1/452)

Mr. MACHADO (Brazil), Chairman of the Working Party, introduced the report
of the Working Farty. . The financial situation of the CONTRACTING PARTIES was in
order; the audited accounts for 1954 wers correct, the additionsl expemditure in
1955 was for non-recurring reasons. The Working Party recommended that $58,000
be transferred from the Cash Reserve for the 1956 budget in order to avoid a sub-
stantial increass in contributions for next year. The scale of contributions
remained unchanged and the Working Farty proposed that it be reviewed at the next
sesgion, The report on the Joint Staff Peonsion Fund would follow.

Spesking as delegets for Brezil, lr, Mechado wished particularly to endorse
the in-service training programme end to express the hope that this attempt not
be limited simply to a study of the Agreement and the work of the Organization,
but be sufficiently broad to cover questions of the general development of tradse,
Voreover, apart from this kind of assistance through the secretariat, an inter-
changs of employees among governments would also be a usseful form of assistance,

Mr. AZIZ AHMAD (Pekisten), while not doubting thet when the OTC came intc
being it would be necessary to consider some extension of the presemt secretarist,
felt that such an extension, together with any other proposals involving on-
hanced expenditure, should be considered by the CONTRACTING PARTIES before any
steps were teken in this direction. He had, therefore, been glad to note
that it was not proposed to adopt the proposals concerning the  type of sscretsariasd
for & permanent establishment (L/423, Appendices D and £) at th: present stage.

In particular they would wish to examine very carefully the proposal for setting
up liaison oftfices in different parts of the world at a cost of $46,000 per
annum, He felt that the objective intended to bs served by setting up such
vffices could Jjust as well be served by official travel undertaken by the
Executive Secretary and other senjor staff, Sueh travel when undertaken in
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the interest of various contracting perties was extramaly ‘useful and hé dugs.
gested that the Executive Secretary circulate a note at each session giving
details cf official travel undertaken by him and the other staft durdng the::.
interseseional period and the objects whichk. they set out to achieve. Any
other informetion which he might like to give at his own diseretion in con-
nexion with this would also be of interest to contracting parties. Mr. Ahmad
reiterated that every possible endeavour should be made to keep the expemditure
of the Organization low and meaesures should not be &dopted upon its entry into
force involving considerable expenditure simply to emulate other similar

organizations,

. GARCIA OLDINI (Chile) seid thet whilse it was true that the existing
form of secretariat had adequately served the CONTRACTING FARTIES, it was too
much to go on expecting the same establishment to accomplish work that had
continmued to inerease greatly in seopo, Ohvicusdy on
increase in the secretariat would be an expense to governments, but ¢ wn-~
tinue as at present was to lack rselism and to demsrnd am excessive sacrifice
from the persomnel. Ferhaps it must bo anszepted that at the present tims nothing
counld be done, but that wes not a reason for fajling to make plans for the
future nor to accept the fact that the presemt situation could not continue.

Ho agreed that travel by the ixecutive Secretary and his colleagues was useful,
but their absence from Geneva was sometimms inconvenient. lMoreover, for

a number of matters of day-to-day information to governments it was exaggerated
to demand the presemnce of such high-ranking officials, and a liaison office
would be valuable and appropriste. Other organizations had found liaison
offices in distant parts of the world useful, and there was little semase in the
GATT deliberately rejecting the experience of other organizationa.

Mr. MACHADO (Brazil) thought that at the present time official travel by
the Zxecutive Secretary wes preferable to the establishment of liaison offices,
as it wes still nscessary to fix the purposes and bagis for such lisison,
However, by 1957 it was hoped that the Organization would have come inte effect
and it eould then make use of the experience of the secretariat in this and

othsyr fields,

Mr. LEDDY (United States), referring to the draft resolution on the ex-
psnditure of the CONTRACTING PARTIES in 1956, stated that the United States had
-in hand only $60,000 for their contribution, and the amount in excess of that
- $5,000 ~ would depend on future governmental action.

Dr. NAUDE (Uniorn of South Africa) referred to his proposal when the budget
was first discussed (SR.10/2) that the scale of contributions be roviewed. He
had hoped that eny reessonable result of such a review would be to reduce South
Africa's contribution. The review hed not occurred end he must state thet .
the additional contribution for South Africa would elso be subject to further

governmental action,

Mr, SRONEK (Czechoslovaekia) said that the preparation of the Czechoslovak
budget wae far advanced and the part of it concerning their contribution to the
GATT was elready fixed. The incrsased contribution of his country would

depend on further governmental action.

The CONTRACTING PARTIES approved the draft resolution on the expenditure
of the CONTRACTING PARTIZS in 1956, they approved the audited accounts for 1954,
they suthorized the ixecutive Secretary to tremsfer at the end of 1955 to the
provision for outstanding contributions any errears of contributions for the
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financial year 1954, they agreed to the inclusion on the agenda of the Elevemth
Session of the question of the revision of the scals of contributions, and they
approved the putting into effect on en experimental basis of the in-service
"training programme, the Interseasional Cormmittes to receive a report by the.
Executive Secretary.

The CHAIRMAN reminded contracting partios that nominations for the in-service
training programme must be received by 20 November or it would be impoasible ‘to
obtein the fellowships under the present appropriations.

2, Italian waiver/Libya: Reports by Italy and Libye
{47393, /401, 1/435) |

The CHAIRMAN referred to tha Decision of 195P suthorizing Italy to grant
‘duty~free entry for certain products of Libyemn origin. The third annuel
Teport had been submitted by Italy (L/401) and by Libya (L/393), and & note on
ILibya's trade with Italy and other countries had been prepared (L/435). The
waiver had been granted for a period of threo yedrs which expired at the end
of 1955; 1%t also provided for the CONTRACTING PARTIES to review the situation
this yeer. Italy favoured the extension of the waiver for a further period
(L/401/Add.1) end reported (L/4C1/Add.Z2) that it hed agreed with Libya 0 re-
quest that if the waiver were extended, thrss nsw ivems should be imcludsd,
ths tariff quota for one item should be modified and three items should be
deleted.

Mr. NOTARANGELI (Italy) recalled that the GONTRACTING PARTIES had grented
this waiver, in view of the special régime which hed existed in the past and
to contribute to the measures envisaged by the United Nations to contribute to the
economic development of Libya. He referred to.the increesed quota for ollve
0il granted et the Ninth Session. With regerd to the repercussions of the
special régime, he confirmed that Libyan exports hed been favourably and -
markedly affected, and thanks to the special régime it had been possible to
maintain them at a certain laevel. In considering the figures contained in
the reports, certain unfavourable circumstances, affecting Libyan exports must
be borne in mind, Any differences between Libyen end Itelian statistics
could be accounted for by technical reasons. The Italien customs kept careful
records of imports under this régimo end thay had increased in 1954 elthough
not as much as hoped, The Italian Governmant feavoured extending the waiver
and modifying it, but he emphasized that the provosed modifications would not
broaden the scope of the waiver. In any cess, the field covered by the waiver
wes limited compared to the totel of Italian imports. It was en important
factor, however, im the development of Libyan exports and he hoped the request
would bs gremted for a minimm pericd of three years with a view to promoting
the egonomic development of Libys.

Me., ABDULKAFI (Libya) referrcd to the note prepared by his Government con-
taining the latest statistical dete on its development in recent years. He
thenked the secretariat for the note prepared by them and associated himself
with the explenation by the Italian representative of the differences betwoen
Libyan and Italian stetistics., Most of the items acporded special treatment
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- olive oil, raw skins, castor seeds, poultry, eggs, dates and fresh fish -
had benefited from the waiver snd Libyan exports in general, with the exception
of sorap metals and some minor items, were developing steadily. An important
pert of this success should be attributed to the special treatmsnt granted by
Italy in contribution to the economic aid of his country. While it was true
thot some Libyan products had not shown great change, this was attributable
either to the secondary status of thoss items or to their being heavily
affocted by seasonal movements, I, Abdulkafi also drew attention to the
faot that his Government had taken prompt steps to show its interest in pro-
moting exports as carly as possible on & normsl competitive basis.  Early
thie year, all export duties on egricultural produce, which had bsen an
important source of rovenue and had been in force since the eighteenth cemtury,
were withdrawn. Machinery and fuel used in agricultural development were
oxomptsd from duty in order to encourage tho use of modern methode.. There
was s8lso a scheme to subsidize fertilizers s=c ss to reduce their cost to the
farmer. In the field of marketing, Libye had participated recently in
several internetional feirs with the object of giving Libyan exports the widest
publicity smnd popularity. Owing to the demend for high-quality exports, the
provincial authorities had sterted issuing regulations to control, among other
things, grading. To overcome such natural conditions es short rainfall, the
Government had provided funds in an exceptional budget in 1955, in addition
to those tc be spent by the Libyan Development and Stabilization Agenoy and
the Libyan-Americen Reconstruction Commission, for irrigation and other
development projscts,

Notwithstanding all these efforts it could not be denied that,as a young
and growing country struggling with unfavoureble climatic conditiouns, Libya
had still some way to go before achieving the goal of raising stendards of
living, ensuring full employment and steadily growing development. It was for
this purpose that his Government, encouraged by the objectives of the Agreament,
had requested the Italien Government to support the prolongetion of the special
régime for & further poriod, with slight modifications in tho rogime. It was
proposed to delete the gquotas for wheat, asporto yarn and corded rope, ete,,
and to substitute mew quotas for fishmeal, rsilway slecpers of sucalyptus,
wood end wool carpets. His Government also proposed that the olive oil
quota be plsced at the amount granted at the Ninth Session. In making
these requests, his Government felt thet the naturs and volume of the pro-
duction end trede involved was not likely to result in substantial injury
to the trade of any contracting party.,

Mr. IEDDY (United States) viowed the proposed extension with sympathy,
although he had not expected that a final decision would be taken at the
present meeting because of the alterstion of the terms of iie waiver. He
suggested, tharefore, that the matter be either reoferred to a working party
or further tims givem for consideration,
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' The CONTRACTING PLRTIES agreed to the establishment of a working party on the
Ttaly/Iibya weiver request with the following memburship and terms of reference:! .

Chairmen: Mr, Aziz Ahmad (Pakistan)

Membership: - Brazil Italy
Ceylon Turkey
France United Kingdom
Grescs United States
Indonesia o

Terms of reference:

To examine the Third Aunual Reports submitted by the Governments of
Italy and Libya under the Decision of 9 October 1932 and to consider the proposal
by the Government of Italy that the vaiver should be exténded, and to repoxt
thereon to the CCNTRACTING PARTIES,

3. Article XVITT Relcases/Cajlon (SBCRET/SS and W, 10/8)

The CHAIRMAN roferxed to whe appllcation by the Government of ‘Coylon for
reloase from obligations under the Agmement for certain petroleum producte,
including motor-spirit, keroseno oill and three Uypes of fusl oil including
diesel, Thess producte were not bound in the Schedule and therefore the
application was submitted in terms of Soction C .of Article XVIII.

.Sir CLAUDE CORZA (Coylon) said that this was an application under
Article XVIiII:6 and the prorosed measure did nod rolate to items in respect
of which Coeylon kad agsumoad commitments lu its Schodule, The nzasures
proposed wero either the imgpcosition of rastrictions or total pronibition of
imports of “he p3srolenm mxodustey all of which wers at present imported,

It was intended to establish an oll refinery in Ceylon with a total capacity
of 1,050,000 tons of similar products. It would commence operaticns in 1956
with a production of sbouk 900,00C wons which would mew:t total Ceylonese
requirements in that ysar excupt those tor aviation spirit and lubricating
o0il, which would centinue t5 e imported end it was expected to reach its
maximum production inu 1666, His Government had oxamined the question over a
period in consultation with th: three oil companios now operating in Ceylon
whose function was o inport and distribuje. An agreement had besn reached
under which they would cstabiish the refinery and distribute its products,
The capital ccst had beon ssitimated et thirty million dollars; of which

90 per caent would be provided by those companies togother with the British
Potroloun Company, thc belance of 10 per cent being provided by a debonturs
issue in Ceylomn,

The advantage would lie in the iucrcased cpgortwity tor employment,
the saving of foruign cxchange and; peirhaps most important, in the confidence.
demonstrated by foreign investcrs being willing to invest sush a large sum
in Ceylon., Undoer tho fgreement his Government hall to grant certsin concessions
to tho oll companies and an ossential part of tho agroecment was the protection
of the new refinery for a poriod of ten years from competition of identical
imports, Despite tho stvongth of 81 componies they noeded such an assurance
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to guard against tho eventuality of cheap potroloum products being dumped

- in Ceylon, He referred to Ceylon's intensified plan of economic development
which should be executed without dclay in order to ranise standards of living,
give full employment and incrcasc purchasing power; also so that Ceylon could
contribute to the expansion of multilatoral world trade., The full text of
Sir Claude coma*s speech is reproduced in W.l0/11l. .

Mr. PHIL..IPS (United Kingdom) said that it was clear that the ‘Government
of Ceylon had tried in their plans for development to snsure that the interests .
of Ceylon's trading partners were taken into account, and thought that this
particular plan was of significence for the dovelopmont of that oountry's economy
as a whole. He viewed the applicat:lon with sympathy. ‘

Mr, NOTAR/NGELI (Italy roferred to the Italian interest in some of the
petroleum products involved, and asked that his dolegation ‘be co-=opted to the
workins party ror the consideration of this questione. , .

It was agreed to refer the application to the Working Party on Applications
. under Article XVIII, and that Italy be co~opted to the worldng party for the
.- dd.scussion of this item, ' .

4, Japen Accession »

Status of the Schedules (1/4-38)

The cmamum roforred to the status of the schedules annexed to the
Protocol of Ascession and the roport (L/438) that ten contracting parties with
schedules had not yet given notification under paragraph 3 of the Protocol of
their intention to make the schedulos offective, Burma had notified that its
schedule would become effective on 1 December, ' '

“The reprosentat ives of Chile, Germany, Grooce, Indonesia and Norway.‘ f
had nothing to add to tho information they hed communicated at the third
moeting of the present session (SR.10/3, page 29)9 ‘

The rcpresontat ives of Finlend and Sweden announced that the draft law
“to put th. schedules into effoct had been submitted to their Parliements.

Mr. EA4GUIWARA (Tapan) rocalled that Japan wes applying Ammex B of the
Protocol in its entirety and hoped that those governments which had not yet
applied thiir schedules would notify application as soon as possible.

The COUNTRACTING PMIES noted the situation with reapec'" to tho schedules
annexel +n she Protooolo :

Invocation of Article mv (L/420) (cont'd)

The CTLIRMN recelled the earlier discussion (SR.10/3, pp,23-28) of the
momorandus gubm’tted by tho Tapanese Govornment (L/420) on the situation which
existed as a reault or the invocation of Article XXXV by fourtean countries. :
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Mr, HiGUIW.RA {(Japan) said that he had had informal discussions with a
number of delegations in the meantime, 48 to tho question of .rticle XXXV
~ operating in both- directions, Japan dia not heve any desire to apply discriminatory
. measures, Since Japsn roceived the beneﬁts of GATT from only ‘twonty contrecting
. parties, he believed that he had the right to requost a solution of the problems
4 8ituation whers fourteen countries were not applying the igreemont to Japan
could make for serious difficulties in the matter of voting and was embarassing
for the CONIR»GTING BJIPIES a8 a who.l.a and for Japano

S Tuming to thu explanation which the French delegate had given of his
countyyis difficulties he had recontly loarned with rogrot thet the offer made

by Japancse industrialists for consult~tion was not favourably received by
' their French oounterpar‘bs. ilso he Polt that the ugreomont, ospecially singe

its rovision, contained _adequete provisions for eecnomic dovelopmmt without
" tho need to exclude any one bountw@ Ho hoped that tho proposed French Customs
- Union would not mean the oxtension of France's discriminatory meesures to her ,
overseas territories, a certsin number of which did not now apply a discriminatory
.tariff against Japenese products, Whon Jirticle XVIII was ruvised, it hed
demonstrated that the Agrecment provided for the participetion of countries

of difforent economio structures, and indeed this was the case for some
contracting partiess Japan, moreover, had always insisted that rules solely
‘applicable to Japan should not be included in the Jerocment, His Governr nt
could not accept arrangements which were discriminatorw only against Japai ,

and it was difficult to persuade the Japanese people that this diserimination
- did not arisa out of. hostility, o :

His Gove:mmnt had instructed him to find a formula which would fumish

" san additional safeguard to contracting parties in circumstences of exceptional
competition, He shared the concom that the provisions of the /greement should
not be weakened but if on the othor hand special bilatoral arrengements were

mede between Japan and the fourteen countries, the effect would be disadvantageous
‘for those which applied the .igreement fully to Japan, Tho majority of the invoking
countries feered the effect of large scale imports of Japanese industrial
products on their industries,but Japan had no desire to cause crises in the
-economies: $te cliente and sho foars seemod to him unreal, Tho rensons adduged
did not justify rescoursc- to Article XXXV, He had boon oncouraged that the
countries concemed hoped to reach a golution but the CONTR.CTING PiRTIES

should kpep thia important mtter under. constant’ reviow, not pemitting for

-long a transitory situation contrery to the prineiplos of the aAgreement » He
requested to be permitted to continue private discussions with delegations and
re,vert ‘to the xmtter either in plenary gession or in a sma.u worldng party.

Tha ;rull text of Mr. Haguimra's atatement is reproduced m press release
mm/ass. o |
Mr. KIEm (Gemany) rocalled that Germany had not invoked artiele XXxv
and had conducted successful tariff nogotiations with Japan and voted for the
acceasion of, Japan, . It had alweys been their v.iew that the cooperation of so
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large and importent & country would be of great value to the CONTRACTING PARTIES anc
the economic problems faced by .Tapan wers of worldwide importance and, in some

woy or other, affected all contraoting parties. Thoy had adepted this attitude
throughout German industry although the Foderal Government itself entertained
 approhensions with respect to the ropercussions of the -Tapanese competition

both in Germany and on thixd markets, ,

Thu fact, that fourteen countries had invoked Article XXXV hed caused

apprehensions to his Governmont and to eircles of tho Gorman cecnomy, though
" he wished to makc clear that his Government considered it to be the individual
concern of the respective countries that had inwalzid saticlo XXXV, However,

the coincidence of a rolatively large number of such casos within the CONTRACTING,
P.RTIES reised problems which affected not only tho individual members, but also
"the CONTRACTING PARTIES as a whole, Mr. Klein wondered whether such an effect
‘of the provisions of article XXXV was foreseen when that Article was included
in the /greement, In fact, this Article sevmed to give a party to the General
Agroement the possibility of cdntributing, by its vote, to the accession of a
new member, without being proparcd to assume the obligations of the feneral
agreement towards the new member, The countries which had not invoked ‘Article
XXXV were now exposed to the pregsure of the competition of the new member,
unilaterally concentrated on their territories and their markets in third
countriss, They nevertheless believed that exporbs wereo an essential. problem

of the new party and that all contracting parties to the Geperal Agreement

were interested in a satisfactory solution to its economig,problams. hwocordingly,
thore was a collective problem of all countries which had not invoked article
XXXV, he danger that the equilibrium of rights and obligations among the
contracting parties might be considerabdly impairod. Th:ls type ot pmblem might
occur also in future cases. _ , s

Mr, Kloin agresd that it was to be hoped that a séz‘_tis:t‘,acto;:"y‘ solut-ion to
.this question be found, particularly e solution which would take aeccount of the
interests of all contracting parties and, if possible, make provision also for
future cases of this kind. Anothor apprehension of his Government wes in.
regpect of the ratification of the revised agraement and. the Organization for
Trade Cooperation, The publicity in connexion with the accession :of Japan
in all countries had aggravated the apprshensions and. rosistances existing in
Germen industry with regard to the repercussions of irticle XXXVs This would
become apparent when the roviged General hLgreement and - tho'Oréaniz&tion cans berore
Parliement end a solution,if not reached  at least initiated,was all the, -
moro nec essary, The present state of worldwide evclution. of the productive -
forces in numerous largo countries of the world meant that new problems of this
kind would continually arise if the GATT was to rotein its worldwide scope of
25tivity and to be the commmity of all the nations collaborating on & ' -
1iberal basis, .

For this particular case, a solution wh:lch, though not arfecting the basic
principles of the Genoral Agroement, would takc account of exceptional developments
aprecring in tho field of imports of goods might be envisaged. The countrio.ra ’
which invoked .irticle XXXV apparantly did. S0 only by way of precaut:lon, and not
for cll time and it might be possible to examino, on tho ono hand, the crndlt:lons
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on which they would be prepared to renounce that rosorvation and, on the
other hand, tho assurances which Japan would be prepared to give in this
' comnexion, Probably only a few though important oxport oommodities were
eoncerned, The Goneral Agrooment already containcd provisions malking it
 possible to meet an exceptional situation, Would it not be appropriste to
examine how far they wore applicable and to what oxtent their application
could be adjusted without vidlating the principles of the General Agreoment?
The provisions of tho Genoral Agreement gave the CONTRLCTING FARTIES far—
roaching possibilities of consultation and of assistance in spoclal cases.
Surely nothing would prevent the CONTRLCTING PARTIES from establishing a
special consultation committce for tkis purpose, or from granting a country
a walver for particular emorgency measures exactly dofined and to be
kept under control, It would be necssary for both sides to try to make
concessions and. t0 tako account of the Justifiable wishes end apprehensions

of the othor side.

Mr, LEDDY (United States) roferred to the position of the United States in
this matter which had been made clear in statements earlier this session and
on other occasinns, Japan had said in the past discussion of this matter thet
those countries which had invoked Article XXXV accounted for 49 per cent of
Japan's trade, _ Clearly, the contracting parties who applied the General
Agroement to Japan had a direct comcern in its applicetion by other contracting
parties, Whenever difficulties arose in trade with Japan, there would be the
'temptation to blame those countrios which had *ailed to give Japen & wider
access to thoir trade, and thus the Agreement would be criticized as defective
- in’ serving national commercial interosts. Ho agrood that a working party at
~tho present stage would probably not be useful and he elso saw difficulties in
reaohing & genoral formla sufficient.ly wide to persuade countries invoking
4Lrticle XXXV to renounce that invocation, and sufficiently narrow to protoct
the integrity of tho Zgreement, He thought, however, the CONTRACTING PARTIES
should at this session formally record their concem at the situation and urge
individual eontracting parties to consult with a view to’ doveloping a concrotoe
plm of action that could be looked into at the next session,

, Mr. KAS‘I‘OF'I’ (Denmm) had not thought it would be neoessary to state
‘-;the Danish position since they had taken part in the negotiations with Japan
‘end applied the Agreoment fully, Ho had hoped that the talks between Japan
and countries which had invoked Article XXXV would have led to somo kind

of result; altbough there were some ‘possible solutions which would not be -
acceptable to Dennark. In ‘this connexion he roferred to the attempt made in
1953 by the Intersessional COnnnittoe to provide additional safeguards against
imporba from .Tapan through en interpretation of irticle XXTII, The Danish
delegation had stated at the Eighth Session their bolief that such an agrood
intewpretation would be dangerous in principle, They continued to hold that
view and would oppoao eny attempt to establish interprotations of provisions
of the Agreoment in: order ‘to suit the case of one or a few contracting parties,
The pmovis:l.ons of the ngroemnt must remain oqually applicable to all member
countrios .and any interpretation generally applicable but designed to sult a
‘particulor case, and which would weakenm the provisions, would be unacceptable
to Denmarko
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- The possibility of bilateral arrangements between Japan and each of the
fourteen countries had been mentioned as a solution, and he trusted that the
Japanese Government would never offer the countries in guestion more favourable
conditions than those obtained by countries which had not invoked Article XXXV,

' The Danish Government understood the difficulties of the Japanese Government
and sympathized with their efforts to find a solution, The problem existed not
only for Japen and tho fourteen countries but for all contrasting parties,
Denmark had never rogarded /xticle XXXV as anything but a safety-valve to be
used when the relations botwoon two countries presented quite particular
difficulties so as to meke it possible for both of them to become parties to
tho Agreement. If the widespread use of iArticle XXXV in the caseé of Japan was
not the result of collective action, the consequance nevertheless was that,
in relation to Japan, the GATT was composed of only twenty countries. Denmark
had always regarded GATT as a whole within which participating countries should
have equal rights and obligations, This intogrity had been compromised already
by waivers and tho partial application to Japan further infringed upon it, He
hoped that the continued consultations proposed by the Japenese representative
would lead to & result which would be acceptable to all contracting partics.

If it should prove necessary his Government would wish the question of the
application of Article XXXV in general kept under reviewe

Mr, HOCKIN (Canada) said that the concern ‘alroady exprossed by his
delegation at this situation had not been alloviated., He agreed that those
countries which had extended the full application of the Agreement to Japen

‘had nonetheless & direct concern as contracting parties in the peculiar problems
facod by Japan in a situation where fourteen contracting parties had invoked
fArticle XXXV, This was a threat to the unity of the contracting parties and it
was essential that a solution which would bo non-discriminatory and which would
‘not impair the existing principles of the Agreument be found, He agreed with the
United States ropresontative that a working party at this stago would probably
not be useful and that the CONTRACTING PALRTIES should record their continuing
concern and hope for a solution. Therc was no question but that the request of
the Japaneése reprosentative to be allowod to continue the private conversations
and report further before the end of the Session should be granted.

Mr., FOMBRUN (Haiti) said that Haiti was one of the countries which had
invoked jrticle XXXV and his delegation had thereforc paid parbicular attention
to the memorandum submitted by tho Japeneso Government at the present Session,
He ronewed the assurances’ alroady given of the doairo of his Government to place
the trade relations botween Haiti and J’apan on o more normel basis, Tho
difficulties were probably not of the kind which justified the apprehensions of
Japan regarding its future relationship with contracting parties, The J’apenese
mission which visited Haiti in 1953 wes informod about the progressive

- industrialization or Haoiti's agricultural economy and that one of the mein
activities was the dovolopment of the textile industry using nati.ve cotton, .
In the past, cotton goods were the main component of Japumese exports to Haiti,
and for the year 1933-34 represented more than 61 per cent of Haiti's imports
of this item, ZEven whan the maximum tariff was applied to Jepanese m:bducts
by the law of 1935, Haitlen imports of Japanese cotton goods represented some.
23 per oent of total cotton imports, It vas therefore understandable that ‘the
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Haiten Governmont, while not wishing to cut off the trade betwecn Haiti
and Japan, sought somc meens of protocting its young industry from a
competition which could nullify all its cfforts towards a progressgive
industrialization of the economy, The Japanese Govermnment was fully informod
of the particular concerns of the Haitian Goveurnment and had already oxpressed
. their wish to reach some agrecment in this respecte Mr. Fombrun thereforse
felt that the Japaneae apprehcnsicns did not refer particularly to the Haitian
roservation, Ho hoped, in view of the importence of the probleom presented
for the CONTRACTING PARTIES as a whole; that a golution satisfactory both to
the CONTRACTING P.ARTIES and to Japan would be found if no solution was roached

through the bilatoral talks,

© Mr. FORTHOMME (Bolgium) thought the problem must be posed in precisc terms.

If too many pre-conditions were insisted upon particularly of strict mmlillateralism,
absolute equality and ecomplete non-discrimination, no solution would be possiblo,
True, it was necossary to prescrve the integrity of the Agroament and the
-oquality of contracting parties, but equality should be understood as a
rocognition of the same jurisdiction and submission t0 the common discipline

of the GATT docisions of the CONTRACTING PARTIES, Rquality did not exclude

the fact that all contracting parties did not in fact have the sams status;

some could invoke Articleé XII or Artiele XVIII while others could not and

some had beeon granted speclal waivers, Thus, while a solution must be founded on
“the general principles of the GATT i$ must also take account of tho fact that

it had already been possible and necessary to recogniZb differances in rights
and obligations among the contracting parties, v

Mr. DE BESCHE (Swoden) said his Govornment had always supported Japan's
accession and had comploted tariff négotiations with that country, The
present position was not satisfactory. If this was an individual problem
botween Japan on the onc hend and tho fourtoen countries on the othor, the
situation had crocated a problom of gaoneral charecter for the CONTRACTING
PARTIES as a whole. A formula must be found to enable the countrios concerned
to withdraw thoir invocation of Jrticle XXXV as soon as poasible and to permit
Japan to participate on an equal footing., Whatover solution were found, it
must not have the offect of placing non-invoking countries in a less favourable
position than the invoking ones, He supportcd the continuasnce of bilateral
talks and if it wore not possible to give a progress report at this Sossion
hoe suggosted: that this be mado to tho Intoraosaional Comittee, .

Mr. PHIILIFS (United Kingdom) said that ho would report-the ¥ws that had
beon expressed to his Governmsut but ho mist roaffimm the position which had
already been sot out in tha earlier discussion, .

Mr., KOHT (Norwuy) shared the Swodish view and supported tho continuance
of bllatorsdl talks with a view to reportine olthor at the prescnt Session or
to the Intersossional comnittee.

Mre SWAMINATHAN (Indis) agreed with tho viaw exprossed that invoeation
of irticle XXXV was a drastic ramedy for what werc in many casos marginal
difficulties, His own Governmont hopod to oliminate their difficulties in this
regard as soon as possible and he supported tho request that private discuasiong
should continue,
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Mr; NOTAR:INGELI (Italy) hopod that a solution would be found as soon as
poagsible within the GATT framework. He supported continuous review of the
matter at the present Session and the Interasesiional Committee and that the

situation be reviewed at theo next Session,

‘Mr, PHILIP (Frence) said that ho had reportod ot his bilateral-discuasions-wit
tho Japenese delegation to his Govaornment, He could, however, add nothing
further to his previous statement, ’

Mr., GARCIA OLDINI (Chile) said that of course any country incontestably
had the right to invoke Article XXXV but it was nccessary to consider the
consequences for the other contracting parties,. The diffecrences, commercial,
sasdal, politiecl and. psychologleal in the reasons for invoking the Article and
in the consequences of that invocation, meant that the solution should be sought
by different methods rather than trying to find one all embracing formula, Had
such a procedure been envisaged earlier, it might then have been possible to

hold the informal mecting which Japan had suggested to elicit the reasons of

each invoking country, He had been disconcertod to hear the French represcntativels
explanation in this rogard which seemed based on a dangerous thesis that a low
standard of living and "advanced tochnique made the competitive situation
uncomparable, Surely there was a possibility that am underdeveloped country

might in the course of its development achieve a highly advanced or specialized
tochnique in one field or othor and, with its choaper labour be able to undersell
on tho world market, Would this thesis also apply to them? It was necessary

to clarify the rcasons which had led countries to invoke Article XXXV,and the effect
of each individual invocation and it might then be possible to classify the
different types of roasons and arwive at varying solutions., Such a_solution would
not necessarily be outside tho spirit of the Agrocment, ' :

Mr. COHN LYON (Dominicen Republic) supported the continuence of bilateral
discussions,

Sir CLAUDE CORE. (Ceylon) said that the case made out by Japen was a strong
one, though there wero good reasons why the invoking countiies had acted as they
did, He supported further consultations botween Japan and the countries involved
with a view to bringing about an early solution,

Dr, smmmw (Austria) said thet no change had occured in Austria's positiom,

Beo supported the eontinuanse of efforts to seek 2 solution whieh ghould be on
practical gnd empirical lines, as suggested by the Chilean representative,

Mr. AZIZ AHMAD (Pakistan) felt 1t premature for the matter to be considered
by any group, The CONTRACTING PARTIES should affirm thet this was a problem
for them as a whole, to be kopt under continuous roview with frequent progress
reports. He supported tho continuance of the prosent bilateral conversations and
that the matter be reported to the Intersessional Committeo,.
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Mr, VAN WITK (Kingdom of the Netherlands) said he had ncthing to add to
the statement previously made by his delegation, and vas prepared to continue
bilateral talks. _

Mr. KIEIN (F.R. Germany) supported the Intersessional Committes considering
the matter and suggested thas it might draw up proposals for the Elsventh Session.

Dr. VARGAS GOMEZ (Cuba) said that his Governnwnt wes not in a position to
enter into any discussions with Japsdan or with the CONTRACTING PARTIZS on the
recsons of his Govermment for invoking Article XXXV, They had explained the
reasons to Jepan in the bileteral negotistions wvhich had been teking place. He
sympathized with the efforts of Japan and the CONTRACTING PARTIES to find
a solution vis-a-vis the other countries which had invoked Article XXXV and
were willing to engage in bilateral consultations. Cuba weuld not be abldé to
accept a solution which affected its rights under Article XXXV or weakened the
principles of the Agreement. His Government reserved its position on this
matter, and would decide on their pelicy when a solution was presented to the

CONTRACTING PARTIES,

Mr. HAGUIWARA (Japan) reiterated his request to be allowed to continue the
private discussions during the present session and that the subject be reverted
to befere the ond of the session, at which time it could be decided whether the
Intersesaional Committee should carry on the effort for a solution or whether
some other method of solution siould be emnvisaged.

The CHAIRMAN said that it was ¢lear that more time was required for
a golution, The importance of a satisfactory one for the GATT as a whole had
baen emphasized, It was gemerally agreed that it was premature to set
up any working group and that the private discussions should continue. The
Chilean reprosentative had referred to the method to be followed, but perhaps
it would be best for the time being to leave this question to the countries
mainly concerned and to await the outcome of their discussions.

It was clear thaf,any contrmaoting party which satisfied the conditions of
paragraph 1 of Article XXXV had the right to invoke its provisions, On the
other heand it seemed to be generally recognized that the widesprvad invocation
of that Article on the occasion of the accession of Japen created a situation
which was of concem to the CONTRACTING PARTIES as 2 whole, It appeared, however,
that it would not be practicable at the present session to find a general
solution which would commend a sufficiently wide acceptance by the contracting
perties, It also appeared that the problems which had led a number of oogxraoting
parties to invoke Article XXXV were of a marginal naturc and that therefdye the
complote exclusion of the application of the General Agreement to the trading
rolations of these countries with Japan appeared gh unnecessarily broad measure
to doal with & narrow problem, With theso various considerations in mind he
would suggest that the CONTRACTING PARTIES should not at the present time
consider making eny specific roccommendations under paragreph 2 of Article XXXV but
that, in the light of the circumstences he had outlined, they should recommend
that the contracting parties concerned should undertake further consultations
with the Government of Japen with a view to soeking a solution to the problem
which might enable thom at an oarly date to withdraw the app&ieation of

Article 0V,
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The CONTR.CTING PARTIES agreed that the matier be kept under continuous
review to be reverted to whenever a report was available on tho private
discussions, If no solution wore rcached at the present session the
Intorsessiopal Committes should be charged with keeping ths matter under
considoration, '

The meeting adjourned at 5.35 p.m.



