RESTRICTSD

GENERAL AGREEMENT ON SR.14/7

30 May 1959

TARIFFS AND TRADE _imited Distribubion

CONTRACTING PARTIES . ' Page 82/83
Fourteenth Session

SUMMARY RECORD OF THE SEVENTH IMAHTING

Held at the Palais des Nations, Geneva,
on Monday, 25 May 1959, at 2.30 p.m.

Chairman: Mr. F. GARCIA OIDINI (Chile)

Subjects discussed: 1. Facilities for Temporary Admission of
Professional Equipment and Packing Materials
2. French Stamp Tax
3. United Kingdom Action under Decision of
24 QOctober 1953
4, Relstions with Yugoslavia - Report by Working Party
5. Application of Article ICIV o Japan
6. Brazil Tariff Negotiations - Report by Committee
7. Rhodesia and MNyasalend Tariff - Trade
Agrzement with Australia
8. Status of Tunisia

1. Facilities for Temporary Admission of Professional Equipment and
Packing Materials (1/860)

The CHAIRMAN recalled that this item had been included on the agenda
of the thirteenth session at the request of the International Chamber of
Commerce. In the document which it presented, the International Chamber
expressed the hope that en international convention would be formulated
making provision for facilities for the temporary admission of professional
equipment and packing materials. Consideration of this question had been
remitted to the present session.
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The DEPUTY EXECUTIVE SECRETARY said that the secrctariat had been in
touch with representatives of the cinematographic industry who were very
interested in the wossibility of the arrangements envisaged by the
International Chamber of Commerce being extended to cover professional equip-
ment which members of the industry had to import temporarily into foreign
countries when films were being made. The increasing tendency was for £ilm
producers to make their films abroad instead of using artificial scenery sets.
In their experience, discussions with the customs adminigtrations of the
countries concerned regarding the importation of their professional equipment
often led to considerable delay and expense. Apparsntly, the main difficulties
arose wibth non~European countries and an arrangements covering only European
countries would not be satisfactory from the point of view of the industry.
The secretariat had informed the representatives of the industry that the
OONTRACTING PART'ES had not yet examined this guestion. In the secretariat's
view, the CONTRACTING PARTIES might well interest themselves in this
particular guestion: among other things, the goodwill of the cinematographic
industry would be of value.

Following their conversations with the GATT sceretariat; the Tepre-
sentatives of the industry had contacted the Cusbtoms Co-operation Couneil
which had also taken up this questione The secretariat had been in touch
with the secrchariat of the Council. The Council's permanent Technical
Committece had decided to examine, at its next meeting in September, the
possibility of drawing up draft conventions which would cover the guestion
of cinematographic materials and packing materials, but which might equally
be extended to cover other profcssional equimment. The secretariat of the
Council was prepared to recommend to the Council, which was meeting on
10 June, that the Technical Committee should send the draft conventions to
the CCNTRACTING PARTIES towards the end of September, before the Council
approved the convenbtions at its next meeting in November, and that the
Council should agree to take account of the views oz the drafts which the
CONIRACTING PARTIES might express at their fifteenth session. One of the
advantages of the arrangements suggested was, inter alia, that the particl-
pation in the conventions of contracting parties which were not members of
+he Council would be facilitated., The GATT secretariet considered that it
was too early to dccide on procedures for submitting the conventions to
governments for accepbance. From a practical point of view, the suggestions
outlined would, no doubt, involve the need for the CONTRACTING PARTINS to
establish & group of experts to examine the draft conventions and to report
t0 the CONTRACTING PARTIES.

The CHAIRMAN seid that the CONTRACTING PARTIES would wish to take note
of the statement made by the Dcputy Executive Sceretary and await the arrival
of the draft conventions on which they would then be able to express their
views.

This was zgreed.
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2. Freneh Stomp Tox (L/956)

The CHaIRMAIN roenlled that, when this question had beun discusscd at
provious sess.ons, the Fronch delegetion had rocognized that the increcse
in the rate of the stamp tax (from 2 to 3 per cent of the customs receipts
from import cnd cxport dutics «md taxes) was contrary to the provisions of
the Genercl Agrecument. The Fronch Government had announced its intention to
reduce the rate of the tax, but in a report submitted in Januury (document
1/956), it was stoted that for 1959 the Goverament had had to mrint-in the
tax ot the rete of 3 per cunt.

M. PHILIF (Srrnee) s2id thot his delegotion recognized thoat the mecsurs
under considerction did not conform with the Genurel Agreement. Although
Frence had not succsuded in reducing the tax from 3 to 2 pur cent, the sum
involvcd was not more than approximately 2 million. Cne should bear in
mind, moreover, thc 10 per cent reduction, covering most of the French tariff,
which Frencc had made in favour of countrics to whom it accorded most-favoured-
nation treatment. This was far morc significant in the contoxt of international
trade then the stemp tex. Unfortunstcly it had been impossible, for psychoe
logical rcasons, for Francc to reduce the stamp tax. In the last budget, the
French Govornment hod inereesed noticeably the level of a cortain number of
texes and had crcated ncw ones. To lower a particuler tax would,
psychologically, have crcated cortain difficulties. M. Philip went on to say
that, while he could not give any formel underteking, he hoped thot, as the
cconomic situction imprc—ed, it would be possible in the next French budget
to take tho section which wos necessary in regerd to the stamp tax.

The CHAIRMAN szid he thought the COWTRACTING PARTIES would appreciste
the psychological reasons which hed prevented the' French Government from
toking the necesscry action to corrcet the prosont position. They would
2lso hove noted that the represcntative of Fronce hoped thet the position
would be regularized in the near future. Nevertheless, he thought the
CONTu.CTING PARTILS would wish the question to ramcin on the agenda. In
the meanwhile he would urge the French delegation to do their utmost to
sceure action by thcir Government in the budget for 1960.

This wes eggrecd.

3. United Kingdom Action under Docision of 24 October 1953 (L/976)

Dr. van OORSCHOT (Notherlaonds) rocxllud that on 17 Fobrusry 1959 the
Unitud Kingdom Govermmont had notiiicd the sxccutive Suerctrry —nd tho
Govermuent of the Netherlends of its intention to inerunse rates of duty on
certain types of cut flowers from 16 Merch. 48 the United Kingdom was one of
the Netherlands! largest markets for cut flowers which arc a significant item
in her egricultural cxports, thc Nethurlands Governmeat had requested consul-
tations under the procedures of the waiver granted to the United Kingdom on
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2L, October 1953. .lthough the United Xingdom had recognized thet the
Netherlsnds had a substentisl intersst in trede in the itoms concernced, they
hed felt uneble to accept the request for consultations as, in their opinion,
there wus no evidence to support a conclusion thot there was a likelinood of
substentinl diversion of trode. As the Netherlends Government hed intended to
try to prove that the denger of diversion of trade was imminent, it was dis~
appointed to find that it was not cven grantcd the opportunity to present its
point of view. The increased United Kingdom duty on flowers closely followed
the decision by member countries of the EZEC to reduce by 10 per cent,in rcspect
of all contrscting perties, tcriffs which were higher than the level of the
Common Teriff and ageinst this background the United Kingdom action wes even
more disturbing. In the opinicn of the Netherlands Governmeut, the United
Kingdom had no right to meke o judgement on this point and should hove sought
2 speedy determination on the matter from the CONTR:ACTING P-RTIES. This had
not been done end therefore the Netherlonds Government had placed the metter

beforc the CONTRLCTING R.RITLS.

Mr. J:RDINE (United Kingdom} said thet his delegetion hnd listened with
intercst to the Netherlends'! stotement. He wished 1t to be understood that
the United Kingdom did not consider thet the lcvel of duty involved wos a
relevent foctors That the United Xingdom covld increese an unbound duty wes
not in disputc; wheat was in disputc was whether or not the United Kingdom
had acted in accordance with the waiver granted in 1953, Under the provisions
of thc waiver, 211 that wes relevant to this case wcs whether or not the
Netherlends had ¢ substantial intercst in trede, =znd whether or not the incrcaose
in the mnrgin of preference resulting from the increase in the most-favourecd-
nation rate of duty wes likely to result in a substontisl diversion of trade
in the flowers in gucstion from the Netherlends to suppliers within the pre-
ferentiel arec. The United Kingdom rccognized the Netherland'!s intercst in
trade but disputcd the contcntion that the inerease in the mergin of pre-
feronce involved the likelihood of substantial diversion of trade.

Technically, the United Kingdom Government hod infringed the letter of
the weiver in falling to seek a spesdy determination on the matter from thec
CONTRACTING PsRTIES, He reminded the CONTR.ACTING PARTIES, however, that the
weiver hed been nccepted by the United Kingdom in 1953 on the understanding
that in the operation of the walver they could count on the goodwill and co-
operation of the other contracting partics, While he dld not wish to suggsest
that the Netherlends hod shown any lack of goodwill, he felt that they had not
teken into full n¢count the difficulties which the United Kingdom faced. ZETarly
ection had been required as it wes curreatly the season for imports of the cut
flowers involved and the Netherlends Government, knowing the practical reazsons
whick the United Kingdom hed for =¢ting urgently, should not hove sought to
use technicslities to delay increases in duty which were clearly permissible
within the spirit of the weivery The United Kingdom remained confident that
there wos no likelihood of substential diversion of trade to the preferential
area from their cction and hod elresdy oxvlained in bilateral discussion to the
Netherlcnds why they could not mccept their arguments, If, however, the
Netherlconds delogetion wished to discuss the matter further, the United
Kinzdom delegcotion would be prepered to have further dlscussions under
Article XXJI of the General .igreement during this session.
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Dr. ven OURSCHOT (Netherlends) seid thet his delegetion hed listensd
with gre-t intcrest to the reaction of the United Kingdom end zppreciatcd
the proposal thet discussicn between the delegntions should be arrenged to
give them an opportunity to explain their point of view. He hoped that it
would be possible to reach & constructive conclusion and, if not, his
delegation would bring the mettsr ogain before the CONTR~CTING BARTIES,
Dr. van Oorschot said that he wished to moke it clear that it hed not been
the intention of the Nethcrlands Govermment to meke use of technicalities to
delay increases in duty. He therefore intended to discuss serious fncts rather
than technical infringements of the waiver proccdures. The Netherlends folt
that they might suifer damcge in future end therefore wore secking protection
from the GATT rules which they were firmly convinced should be respected in
tho intercsts of all contracting pertics.

The CONiR .CTING PARTIES tock notc thot tho dolegations of the Netherlends

end the United Kingdom would discuss the metter further ~nd refor back to the
CONTR:ACTING BLRTIES if no satisfzctory solution werc recched.

4, Relctions with Tugenlovia - Reoport by Vorking Yoxty

The CHAIRMAN called on the Chairman of the Working Tarty to present the
report contained in document I1/986.

Mr. HAGEN (Sweden), Chairman of the Working Party, said that, at the
thirteenth session, the Government of Yugoslavia had submitted a proposal for
the establishment of claser relations with GATT. At that time the observer
for Yugoslavia had stated that Yugoslavia, while not able at present to
undertake all the obligations of the General Agreement, intended to adjust
its economic system to the needs of internationel economic co-operation. It
was not technically and materially feasible for Yugoslavia to assume all the
provisions of the General Agreement, but things were moving in the direction
of a further rapprochement with GATT, which eould and should eventually lead
to full membership. The CONTRACTING PARTIES, in a later debate, decided to
establish a working party te consider the terms on which Yugoslavia might be
brought into association with the CONTRACTLNG PALTIES and to examine the
advisability of studying how such an arrangement might develop into full
participation in the General Agreement.

The Working Party first met in the third week of March 1959. The
guestions asked by the Working Party about Yugoslavia's foreign trade system
and the replies given by the representatives of Yugoslavia were dis?ribu:ed
by the secretariat in document 1L/965/Add.2, The Working Party then proceeded
to consider the forin and content of the association, There was common
agreement among members of the Working Party that the arrangement should be
based on the principle of reciprocity and mutual advantage, with a view to
achieving an equitable balance of rights and obligations; this would be
considered & transitional step until Yugoslsvia was in a position to apply
for full sccession under article KKIITI., Au anclysis of the various view-
points expressed ir the orking Tarty showed that thore was a possibility of
reaching agreement on how this balence could bs achieved. A draft decision,
prepared by the secretariat, was distributed as i addendum to the report
‘& the March meeting of the Working Party; the draft contained certein
alternative wordings, in the hope that it would provide a basis for further
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consideration of the Yuggslav regquest. The Working Party met again early in
the present session, when they werc able to agree on proposals which were also
accepteble to the Yugoslav representatives, These proposals were embodied

in the final report of the Working Perty (L/986). Attention should be drawn
particularly to sections I 1(a), I 1(b) and I 3 of the proposed declaration
by Yugoslavia,. Contracting parties accepting the declaration undertook
corresponding obligations spelt out in seections IT 1{a) and II 1(b). These
undertakings were cormmented upon in paragraphs 4 end 5 of the report. The
draft declaration envisaged speciel consultations in regard to any
reprcsentation which a party to the declaration might wish to make, and also
provided for an annual review by the CONTRACTING PARTIES. The arrangement
should, in principle, remein in force for three years when it would be reviewed.
It wouid vecome invalid if Yugoslavia withdrew, withdrawal being subject to
sixty days! notice. Any contracting party ..ight similarly withdraw from the
arrangement.

The Working Party had made recommendations regerding procedures for
the aceeptance and entry into force of the declaration. Mr. Hagen stated
that, since the report had been drawn up, the delegutions mainly interested
had agreed to the dsletion of reference to a percentage of external trade
in section IV of the dec¢laration. He therefore proposed thet the second
sentence of section IV should be azmended accordingly. This would mean that
the declaration would enter into ferce when it had been accepted by Yugoslavia
and by not less then two-thirds of the contracting parties.

Mr, CAPPELEN (Norway ) said that the establishment of rclations with
2 new country always presented the CONTRACTING PARTIES with particular problems.
In the cese of Yugoslavia's application, the Norwegian delegation felt that
the Working Party had succeeded in finding a formula which reflected the wish
of the CONTRACTING P-RTIES to extend GATT membership to as many countries as
possible while malntaining the integrity of the General Agrecment. Yugoslavisa
had shown a spirlt of comprechension and realism in asking at this stage for
a form of accession and not for full accession, The Norwegian delegation
would vote for the draft decision and recommend to its Government the
signature of the proposcd declaration,

It should be borne in mind that Yugoslavia, now on its way to full
membership, was in a special position, Its cconomy which was, still to some
extent insufficiently developed, was trying to adjust itself to the needs of
intornational economie ceeopcration, The CONTRACTING PARTIES should,
thereforc, offer the Government of Yugeslavia their full assistance in solving
the problems which it might encounter while moving towards froe and
multilateral trade, In welcoming Yugoslavia's perticipation, the Norwegian
delegation elso wished to exwross the hope thet Yugoslavia, for its pert,
would come froely to the COMT wiCTLIG PadTIis and esk with confidence for thcir
advice as well s thoir assistancc in mittors rolsting to the promotion of its
trade relations with contracting pirtics,

Mr, TREU (Austria) said that, while ruserving the decision of the
Austrian Federal Govermment on the acceptance of the declaration proposed
by the Working Party, the Austrian delegatien weleomed the initiative taken
by Yugoslavia and its wish to be brought into closer association with the
CONTRACTING PsRTIES on the basis of the objeetlves of thce General Agreement,
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The austrian delegation consideresd this step as a further contribution
towards the expansion of the Generazl Agreeument and therefore supported the
adoption of the report presented by the Working Party, as set out in document
1/986, including the draft docision as well as the declaration attached
thereto.

The Austrian delegation took note of the explanations given by the
representat ive of the Govermment of Yugoslavia, according to which his
Government was not in a position, at mresent, to assume the obliz-tions
involved by an accussion undcr Artiecle OOIIT. For this rcason the austrian
delegztion welcomsd the solution, as proposcd under the torms of tho
doeclaration, which intunded to dring about an cquitable balancc of rights
and obligstiorns for all perties concurncd, as cnvisaged by the provisions of
the General Agrecement. Further expericncc would show what effects this
declaration might have on trade between contracting parties signatorics and
Yugoslaviaa The Austrian dclegation understood that interpretation of the
tirms of the declaration would be left, mainly, to the signatory governments
of member countricecs and of Yugoslavia. In this connexion the Austrian
delegation apprcciatcd the statement made in paragraph 7, last sontence, of
the rcport, under which the draft decision and declaration, as well as the
questions and answers referred to, werc to be considered as an integral unit;
that might be rogerded as an appropriate point of departure for the reciprocal
application of the Genecral Agreement between the signatories of the saild
decelaration and Yugoslavia.

Mr. JPRGENSEN (Denmark) seid that his delegation was greatly satisfied
that the Working Perty had becen able to submit to the CONTRACTING PARTIES an
agrecd report. His delcgation would recommend adoption of the report and
approval of the draft decision which, in their opinion, offerced a suitable
beasis for a closcr relationship between Yugoslavia and the COMTRACTING
PARTTES,. He welcomed the participation of Yugoslavia in the work of the
CONTRACTING PARTIYNS end looked forwerd to the development of closc trading
relations with Yugoslavie within the framework of the General Agroeument.

Mr. FISK (United Stetcs) said that the United States would recommend
adoption of the rerart and the draft decision. It was particularly
gratifying that it had been possible to agree upon a form of collaboration
which would ensure the meaningful perticipation of Yugoslavia. The dccleration,
which had arrived at an equitable balence of obligetions, illustreted the great
flexibility which cheracterized the Gencrel aAgreument.

Mr. CArBITIS (Greece) said thet the Gr .ok delogetion had buon happy to
support the rcquest of the Yugoslav Govirmment «nd would accept thoe report
of the Working Party and the declaration. The accession of Yugoslavia to
GATT would fecilitute the developmont of mutual trade between Yugoslavia and
his country.

Mr. SWAMINATHAN (India) said that his delegeat ion would heartily subscribe
to all that was sct out in the report and the decision. In many ways this
had been a pioncering attumpt and the CONTRACTING PARTIES had learned much
from the exeminction of this difficult case which had rosulted in a voxy
satisfactory and successful conclusion. His delegation would vote for the
declaration and would recommend signaturc of the declaration to their
Government as soon as possible.
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Mr. AHMAD (Pakistan) said that his declegation did not perticipete in the
deliberations of the Working Party but hed taken a great interest in its work.
The request by Yugolsavie had raised difficult problems for the CONTRACTING
PARTTHS but the Workxing Party had suggested acceptable solutions based on
rceoiprocity of rights and obligations which could be considered as mutuelly
edvantageous. He welcomed the closer relationship.of Yugoslavia with the
CONT:ACTING PARTIES on the basis suggestsed by the Working Party and hoped thot
the trade policy of Yugoslavia would bec so directed as to fall in line with
the principles and objectives of the General Agroement.

Mr, OAKIEY (Australia) snid he believed the proposals for the
association of Yugoslavia with the CONTRACTING PARTIES represented a useful
step towsrds widening the membership of GATT. Australia welcomed auy
enlargement of the volume of world tradc covercd by the General Agreement and
would watch with interest developments during the prelimipary period of three
years. Hz hoped that the ultimate goal of full accession would be possible.
He would support the declaration and recommend to the Australian Govermment
that it should be adopted.

M. PHILIP (France) expressed the hope of his delegation that the
bringing of Yugoslavia into closcr association with thc CONTRACTING PARTI&S
would lead, as quickly as possible, to that country becoming a full membur.
The exchengc of views which had tcken place on this problem demonstrated the
nced for the interpretation of the General Agreement and of its bosic
principles to be so applicd as to permit Yugoslavin, and othur countries with
comparable cconomics, te bocoms full mudbers.

Mr. BOUCsS (Brazil) expressed the satisfaction of his delogution 2t the
outcome of the cxemination of this problum. The deelaration contained in
document L/986 would be submitted to the Brazilian suthoritics who, no doubt,
would give considerable weight to the guarantees offered by Yugoslavia,

Mr. GRANDY (Canada) said that his delegation recgarded the declaration
as a useful first step. It would permit trading arrangements between
Yugoslavia and thce contracting parties to evolve gradually in the direction
of tho assumption of full rights and obligations by Yugoslavia. His
delegation atteched particular importamce to the provision for ammual
consultation. They were prepared to accept the report of the Working Party
and to recommend to their Government acceptance of the declaration.

Mr. TIKANVAARA {Finland) exprcssed his Government's satisfaction with
Yugoslaviats intention to apply progressively the provisions of the General
Agreement. It was desirable that as many countrics as possible wishing o
pursue a multilateral commercial policy should become contracting partics.
His dclegation would recommend to the Government of Finland acceptance of the

Working Party's report.

Mr. M.RINO (Chilc) said thet his delegation approved the report and
would recommend to the Govermment of Chile acceptence of the decleration,
His dclegation hoped that the arrangements cnvisaged would lead to Yugoslavia
becoming a full member of the GATT.

Mr. SAW OHN TIN {Burma) scid that his Government had consistently
supported the request of Yugoslavia for closer association, His delegation
aceepted the wWorking Party's report and the draft decision.
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Dr. van OORSCHOT (Netherlands) expresscd his delegations's support for the
report of the Working Party.

Mr. JARDINZ (United Kingdom) expressed his delegation's satisfaction that
the contracting partics would now have the benefit of Yugoslavia's participation
in their work. His delcegation acccpbted the draft declaration contained in
document 1/986, as amended.

Mr. SOZMINTARDJO (Indonesia) expresscd his dclegation's confidence that the
perticipation of Yugeslavia would benefit the work of the CONTRACTIN FARTIES.
His delegation supported the recomondations made by the Working Party.

Mr. SAVINI (Itely) said that his delegation would recommend to the Italian
Government the acceptancce of the declaration,

Mr'. CUHRUK (Turkey) said that his dclcgation would also recommend to the
Turkish Government acceptance of the report and the draft decision.

Mr., SFREUTLIS (Belgium) joincd in supporting the rewort of the Working Party
and hoped that in the not too rewote future Yugoslavie would beecome o full member.

Mr. KOCHE 3. (Cambodiz) scid his dclezmtion joined in supnorting the
adoption of the Working Forty rorort.

The CHATRMAN pointed out that the Chairman of the Working Party had proposed
that the requirements in seection IV of the draft decision rclating to a percentage
of externcl trade should bc dcleted. He would suggest, thorefore, that the second
sentence of section IV ghould recad as follows: "this declaration shall enter
into force when it has been accepted by Yugoslavia and by two-thirds of the
contracting parties to the Gencral Agrcement". He also wished to propose an
amendment to the first sentence of section IV which provided for the declaration
to be opened for acceptance by Cambodia. It would secm prefersble, in the case
of a country in the position of Cambodia and in the case of countriecs who were
associated through othur arrangements with the work of the CONTRACTING PARTIES,
for rclations to be formelized by an exchange of letters rather than by the
signature of the formal instrument. He would propose, therefore, that the
sentence should %e amended to read as follows: "This declaration, which has been
approved by the CONTRACTING PARTIES by a two-thirds majority, shall be opened for
acceptance, by signature or otherwise, by Yugoslavia, by contracting parties to
the General ifgreement, and by any other governments which accede provisionally
to the Gencral Agreement."

These amendrents were agreed.

The CHATRMAN then asked the CONTRaCTING PARTIES whether they were propared
to approve the declaration, ‘

The CONTRACTING PARTIES approved the declaration by thirty-two votes in
favour znd none against and the decision inviting Yugoslcvia to participate in
the work of the CONTRACTING PARTIAES by twenty-nine votes in favour and none against.

The CHaIX. 5N then sald thot, in the normal coursc of business, the fact
that it was not possible, from o strictly legnl point of vicw, to give full voting
rights to Yugoslcvia was not very importsont as the CONTRACTLIG IaxTIo3 did not
usuzlly procced to a form:al votce in reeching decisicns. Gonerally, the Chairmen
took the sense of the mecting and Yugosl:.vie would have the same oyprportunity as
sontracting partics to expre¢ss its opinion.
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Mr. POPOVIC (Yugoslavia) expressed thanks for the co-operative spirit
in which Yugeslavia's request had been considered. A4S had been expected
the task of the Working Party had been difficult but there had been efforts
on all sides to reach a satisfactory solution. From ncw on Yugcslavia would
cease to hold observer status and would move into a closer association with
the CONTRACTING PARTIES. Although technical difficulties made it impossible
at present for Yugoslavia to accede fully, it accepted the philosophy of the
General Agreement and would participate in its work to the best of its ability.
His delegation was gratified by the favourable decision of the CONTRACTING
PARTIES and would sign the declaration on behalf of the Yugoslav Government

before the end of the session.

The CHAIRVAN said that the discussion had indicated that the CONTRACTING
PARTIES fully appreciated the part played by the Working Party and by the
representatives of Yugoslavia in reaching a satisfactory solution to this
delicate problem.

5. 4pplication of Article XKV to Japan

The CHAIRMAN recalled that this item had been on the agenda for several
Sessions. Fourteen contracting parties still had recourse to the provisions
of article XXV in their trade relations with Japan. He invited the representa-
tive of Japan to report on any developments which had taken place since the

thirteenth session,

Mr. KaWASAKI (Japan) ~referred to the anomalous situation which still
existed in the General. Agrcement in respeet of Japan, namely the application
of Article XZXV vis-d-vis Japan by a large number of countries. Since the
thirteenth session there had been no notable change in the situation.
Bilateral talks had, hawever, taken place with some of the governments still
invoking Article XXV, among these were Austria, whose Chancellor visited
Japan in Janwry, and Haiti, which had decided no longer to have recourse to

Article XXHV,

The fact that Japan, alone among the contracting parties, was still
subject to disoriminatory treatment, clearly ran countser to the generally
expressed desire for liberalization of world trade. Unfortunatcly, the
misunderstanding and distrust of Japanese business practices and the pro-
tectionism which existed in certain countries, combined to make some
countries reluctant to enter into full GATT relations with Japan.

Mr. Kawasaki said it was heartening to know, however, that there were always
somg well-informed and fair-minded persons in any country. He quoted
extracts from an article in the "Director" written by Mr. Roy Harrod, a top
British economist, who recently recently returned from a trip to Japan and

1
Mr,., Kawaseki's statement is reproduced in full in Press
Release GATT/452.
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who had declared that expanding cxports from Japarn should be judged as a
contribution to the balenced growth of the whole free world, Much of the
misunderstanding concerning Japanese trade was due to .gnorancc and lack of
correct information, Of particular intercst to the CONTRACTING PARTIES was
Japan's very serious efforts to maintain orderly markebting. In the casc of
the many countries with whom Japan had normal GATT relatiorns, Japan's efforts
had proved satisfaztory and any difficulties that arose from time to time
had been solved by mutual consultations.

In conclusion, Mr. Kawasaki requested that the question of the application
of Article XXXV to Japan be placed on the agenda for the fifiteenth session of
the CONTRACTING PARTIES.

Mr. FISK (United States) said that, in past sessions, his delegation
had strongly urged the countrics concerned to ramnove their invccation of
Article XXXV against Japan. The United States was concerned that a number
of contracting parties were still invoking this Article. Some progress
had been made and the United States hoped that this would be accelerated,

Mr. GRANDY (Canada) said that the fact that so many countries felt it
necessary to invoke Article XXV against Japan was, in Canada's view, a
source of general weaknmess in the general world trading system. The
situation was unsatisfactory, not only for Japan, but for those CQﬁtracting
parties which were not invoking Article XXXV, His delegation could confirm
that the countries which had taken on full GATT relations with Japan were
satisfied. A solution of this problem was increasingly urgent.

Mr. JAaRDINE (United Kingdom) regretted that his Government had not yet
been.able to dis-invoke Article XXXV against Japan. The United Kingdom
continued to hope that trading arrangerients between the two countrics would
so develop as to allow the United Kingdom to accept the full application of
the General Agreement to Japan. Ileanwhile, the United Kiugdom accorded
most~favoured-nation treatment 1o Japan and gquctas were mutually agresd between
the two Govermments. A% the thirtecnth session he had reported that the
importation of Japanese tinned salmon was teing iiberalized by the United
Kingdom; as a result of this step, imports of this item had increased very
substantially.

Mr. BOUCAS (Brazil) recalied that during the thirteenth session his ]
delegation had presented the views of the Brazilian Government on the problems
created by the application of article XV to Japan. He wished again to
express the hope that countries which had not yet been able to extend full
GATT treatment to Japan might alter the'r position in the near futurc.
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Mr. OAKLEY (australia) recalled that his delegation had stated at the
twelfth session that a significant step towards reconciling australian Trede
relations with Japan under the framework of the General Agrecment had been
made by the conelusion in July 1957 of a trade agrecment cxtending to Japan
most~favoured~nation tariff and licensing treatment. Thc Australian
Governmeit intended to review the problem in the near future in the iight of
the operation of the trade agrecement with a view to exploring *the possibility
of further progress in this direction.

M, PHILIP (France) said that the trade agreement which was about to be
signed between his country and Japan was proof of the development of commercial
relations between the two countries,. The use of the provisions of article XXXV
continued to be studied by the French authorities and the French delegation
would communicate their conclusions as soon as possible.

Mr. PEREIRA (Peru) said that his country had supported from the beginning
the accession of Japan to GATT. He urged therefore that those countries which
‘had invoked the provisions of Article XXV against Japen should accept full
GATT obligations as soon as possibic.

Dr, van OORSCHOT (Netherlands) stated that during the thirteenth session
he had given an undertaking to the Japanesc delegatior. to refer 4o his
Government the difficulties expericnced by Japan through the appliecation of
Article XXXV, The Nebherlands Government had now instructed him to discuss
the matter in accordance with the provisions of the Fenelux Agrecment with the
delecgations of Belgium and Luxemburg with a view to reaching a satisfactory
solution. When the outcome of these discussions was known he would retum
to the subject, It was regrotted that article £V could not be dis-invoked
at this secssion.

Mr, MACPARLIANE (Federation of Rhodesia and Nyaseland) said that he had
no new developments to report. At the thirteenth session, the Federal
delegation had advised the CONTRACTING PARTIES that the Federation had made
two attempts at bilateral discussions with Japan in order to cxtend their
limited trade arrangements. The Federation, therzfore, fclt that the
initiative still rested with Japan.
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Mr., Ce&TL3L (New Zealand) stated that in 1958 New Zealand and Japan had
concluded a bilateral trade agrucment. INow Zcaland accorded Japan most-
favourcd-Nation treatment and, in the administration of its balance-of-payments
import rcstrictions, there was no dlscrimination against Japan. There was an
agreed minute betwecn the two Governmonts in connexion with the trade agreement s
this indicated the intention of New Zealand, within three years from the date
of the signature of the agreement, +to investigate the possibility of applying
the principles of the General Agrecment to Japan, New Zealend would discuss
this question with Japan at the appropriatc time.

Mr, SUJAK BIN R4HIMAN (Federation of Malaya) said that his Govcernment
was still applying Article XKV to Japan, The difficulty was that there was
nelther the staff nor the time available to give full consideration to the
matter. 4as far as he kmew, Maiaya's trade relations with Japan were proceeding
in a normal and satisfactory way. Trade talks betweeon Malaya and Japan were
proposed for the near fubture and he had no doubt that one of the subjects which
would be discussed would be Malaya's invocation of Article XV,

Mr, BOSSMANIN (Ghana) rccalled the statoment of Ghanats ministurial
representative at the thirteenth session that Ghana wished to continue to
reserve the right to apply Article XXXV against Japan. The recasons for
maintaining this stand were the advcrsc trade balance with Japan, the need for
freedom of action to deal with disruptive or unfair competition and the desire
to be in a position to protect or build up local industrics. Ghana was now
about to embark on & five-~year development plan of considerable magnitude.,

He assured the Japancse delegation of Ghana's earnest desirc to maintain the
most-favourcd-nation treatment already accordea to Japan, but meanwhile Ghana
econtinued to reserve the right to apply Article XXXV only as a protective

measure.

The CHAIRMAN proposed that, in accordance with the request of the representa-
tive of Japan, this item should be put on *he agenda for the fiftccnth session
of the CONTRACTING PARTIES., He went on to suggzst that the talks between
Japan and the govermments concerned should contiiue with a view to the difficul-
ties being resolved and the invocation of Articie XAXV being withdrawn as esarly
as possible,

0. Brazil Tariff Negotiations -~ Report by Comittee

The CHAIRMAN drew attention to the final report of the Brazilian Tariff
Negotiations Committece (INB/27). He invited M. Perdon (France), Chairman
of the Committee, to present the rcport.

M. PERDON (France) Chaeirman of the Committee, stated in introducing the
repert that tariff agreements with seventcen contracting partics had been con-
cluded by Brazil as a result of negotiations ccnducted under the Decision of
16 November 1956 (BISD, Fifth Supplement, page 36). Certain agreements had only
been concluded during 1959 and still had to bc presented o the Brazilian
Parliament for ratification. It might not be possible for Brazil to complete
this procedure bufore 31 July 1959, the date fixed for expiration of the Decision
of 16 November 1956, The Committee had therecfore considered & request by Brazil
that the Docision should be extended and had recammended that the date of expiry
be extended until the end of the fiftecenth session.



Mr, BOUCAS (Brazil) said that, in spite of tho efforts made by the
Brazilian Government, the Brazilian tariff negotiations were only completed
orn 13 ifay when the procé&s-verbal rslating to the negotiations with the
United Kingdom was signed. It was only now, with the completion of the
negotiations, that the Brazilian Government was in a position to present the
results of the negotiations for the approval of Congress, The extension of
the time-limit provided for in paragraph 1 of the Decision of 16 Nevember 1956
granted on 10 July 1958 by the Intersessional Cormmittee was due to expire on
31 July 1959. The Brazilian Government had, therefore, asked for a further
extension until 31 July 1960 which would have given time for Congressional
approval and for putting the concessions into force. However, in view of
the difficulties which confronted some membars of the Negotiations Cammittee in
accenting an extension of one year, his delegation was prepared to accept
the Cormittee!s compromise proposal that the extension should be until the
end of the fifteenth session of the CONTRsCTING PARTIES,

Mr., MZRINO (Chile} said that the results of the Brazilian negotiations
with Chile would be communicated to the CONTRACTING P.RTIZS as soon as
definitive agreements had been cntered into by the two countries,

Mr, JARDINE (United Kingdom) expressed his delegation's satisfaction
that the negotiations with Brazil hzd terminated successfully. The United
Kingdom agreecd with the proposal that the time-limit for putting into effect
the results of the negotiations should bc cxtended until the end of the
fifteenth session. My, Jardine nointed out that paragraph 3 of the Decision
of 16 November 1956 envisaged at the end of the toriff negotictions, not only
a report, but also some review of the assurances given by Brazil which were
included in the Decision, The United Kingdom delegation would agree that
this matter could be considered at the fiftcenth session.

Mr. CAMBITIS (Greecce) said that his dclegation welcomed the fact that
the tariff negotiations which they had had with Braszil, and whiech had been

conducted in a spirit of mutucl understanding, had been brought to a
successful conclusion,

Mr, GRANDY (Canada) said that the Canadian delegation which had had
satisfactory + ariff negotiations with Brazil, werc prepared to accept the
recomnendation extending the time-limit for putting into effect the results
of the negotiations,

The CHLIRMAN said the general consensus of opinion was in favour of
adopting the rcport. He pointed out, howcver, that certain precise points
had to be agreed on. Firstly, the CONTR:CTING PiRTIES were asked to
determine that, if any third contracting party claimed an interest under
paragraph 4 of the Decision of 16 November 1956, and such request was
recognized by the negotiating coriracting paxhy, sueh recormiition should
be deemed to be a dotermination of interest by the CONTRACTING PARTIES
under the terms of paragraph L. Secondly, the CONTRACTING PARTIES were
asked to authorizc the Intersessional Committce to make the determination

in any case of disputc under thet paragroph.



SR.14/7
Page 97

The CHAIRMAN said that account should also be taken of the proposal
- the ropresentetive of the United Kingdom who had agreed that the examination

of certain other matters connceted with the Decision of 1€ November 1956
should be carricd forward to the fifteenth scssion of the CONTRACTING PLRTIES.
Finelly, the Committoce had recommended that the datc for putting into force
the rysults of the negotiations be- oxtended until the end of the fiftconth
ssgsion, If contracting parties were'’ prepared to aceept this rceccommendation,
a drai’t deeision would be submitted to the CONTRACTING PARTIES at a later

mecting.

These proposals werc agrecd

7. Rhodesia cnd Nyasaland Tariff - Trede Lgreement with sustralia

Thc CHATRVAN rcealled that the CONTRACTING PARTIES had decided, at the
thirtecnth session, to extend until 1 July 1959 the time-limit provided for
in the Decision of 3 Deecember 1955 for the completion of the proecss of
adjustment of prefercnecs in the Trade sgreement between the Federation and

sustraliea,

Mr. MACF.RLANE (Federation of Rhodesizc and Nyasaland) said that the
extcension of the time~limit agrcecd to by the CONTRACTING PLRTIES at the
thirtecnth session was mrde in particular to enable final adjustments to bc made
in the Federation!s trade relations with /justralia,  As was explained at that
time, officials of the two Governments, lergely becausc of the pressurc of
other comitments, werc cxpericneing difficulty in arranging the nccessery
moctings, Officials of the two Governments hued, however, now mcet and had
made certain rccommendations bo their rospective Governments, It had beon
hoped that all the arrangements could have been completed beforc 30 Junc 1959.
In terms of the Decision, however, sizty days! noticc of adjustments had to
be given to the CONTR.LCTTIG PARTITS, The period of timce betwecen now and
30 Junc was less then sixty days, The Fedceration regretted, thercfore, that
it would be unablc to mcet both of the time rcquirements of the Deeision.

He hoped that the CONTR..CTING PaRTIES would appreciatc the pressure of work

on offieicls of smell countrics like the Federation and that the explanation
which he had given would be accepted. He would requcst the CONTRACTING PARTIES
to give consideration to allowing the Federation to complote its arrangements
beforc the fifteenth scssion to enablc it to conform complctely with the
requircment for sixty days! notice. If the CONTRACTING PARTIES woere prceparcd
to accept this »proposal it would be appreciated if the scerctarict could be
asked tc submit thc nceessary draft dceision for the consideration of the
CONTR..CTING PLRTIES.

lir, COAKIEY (.ustralia) supportcd thc roquest made by the Federation
for an cxtension of the time~limit until the beginning of the fiftecnth
scesion to enable the process of adjustment to be completed. Sixty days!
noticc of any adjustments made would be given to the CONTRACTING P..ATIES as
required by the WJaiver,
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The CHAIRIAN scid that that the representatives of the Federation of
Rhodesia and Nyasaland and of austrelisz, in asking for an extension of the
time-1imit until the beginning of the £&PEuenth session of the CONTILICTING
PARTILS, had drawn attontion to the pressure of work on officials which had
prevented their Governmonts from carrying out the obligations under the
Decision made by the COTRACTING P.ITI.S. He proposed that the Ixccutive
Secretary should vprepare a drait doeision Jor submission to the CONIRACTING
PanTIuS at a later mecting.

This was agreed.

8. Status of Tunisia

The CHAIRMAN drew the attention of the CONTRACTING PARTI®S to the
Note by the Exccutive Seerctary (W.14/16) proposing that the period of
validity of the Rccommendation of 22 Novemboer 1957 concerning the application
of the General Agrecment to Tunisia should be extended until two weeks after
the commencement of the fifteenth scssion.

The proposal in the Notc by the Exceutive Seeretary was approved.

The meeting adjourned at 4.30 p.m.



