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Report of Wbrgggggrarty 10 oflihe Third Sessioﬁ

o3 The Working Party, appointed at the close of the Third Sessgion at
Annecy (GATT/CP3/SRiL), held several meetings in Geneva during the

latter part of August and convened again in London in the last week of

. September.

2. In accordance with its terms of réfé:ence?_thé Working Party
studied the possibility of arranging for a third set of tariff
negotiations and completed the drafting of a Memorandum on the conduct
of sﬁchAnegotiations; .the Memorandum recommended by the Working Party
is annexed héreto. This Memorandum proposes that negotiations among
the contracting parties, and between contricting psrties and govern-
ments wishing to accede to the Agreemeﬁt, should commence on

28th Septemher, 1950, at a place to be determined by the CONTRACTING
PARTIES at the Fourth Session to be'held in Gemeva in February next.
Pré"~ nary enqniriés concerning participatioh in these negotiations
have aiready heen addressed to 28 governmeénts which have not yet
entered into negotiations for accession to the Agreement and to the

Governnﬁnt of Colomhia,

3, Contracting parties are requested tc advise the Executiﬁe Secretary
of the Interim Commission for the International Trade Organisation
whether they are in favour of arrangements being made for the conduct

of negotiations on the basis of the annexed Memorandum, Replies to
this ehqg;ry should be received not later than 30th October, 1949.

4.  After discussion at the London meéting; the.Wbrking Party came to
the conclusion that the Governments of.the'Fedéfal Republic of Germany
and the Republic of Korea were eligible to accede to the General
Agreement and-could receive the enquiry as to whether they would be
interested in accession, The representative of Czechoslovakia expressed



the opposition of his Government to the enquiry heing addressed to these

two Governments and asked that the following statemen+ be recorded in

the Wbrking Party's report to the Coatractlng Partles.

."WESTERN GERMANY ‘The Czechoslovak delegation expressed its
opinion that:
(a) 1In accordance with pecint 14 of the Potsdam Agreement,.
Germany -~ during the period of occupation - is to he treated as
a single economic unit especially with regard to imports, exports

and customs,

(b) Not even the Occupation Statute for Western Germany gives
to the West German Government an autonomw in the conduct of its
forelgn relations which would give it the necessary capacity to
beccme eligible for accession to the G.A. T T.

& b

"KOREA The Czechoslovak Government does not recognise the
Government of Southern Korea because in its opinion it is a
government which came intc the world as a result of forced
elections, Czechoéloyakia recognises, as the only legitimate
and competent governmenﬁ, the Democratic People's Repubiic of
Korea, especially as over 77% of the eleétorate of South Korea
participated in the elections to the Korean Supreme People's
Assenbly, The action of the Contéacting Parties in inV1ting
Southern Korea would only widen the gulf between southern and
northern Korea and would;act in this way against the future

[
t

uity of Korea,® ;

5. At the London meeting the Working Party also discussed the
desirability of extending the enquiry to the Government of Japan,
majority were opposed, The United States representative expresszd
disappointment that the Working ﬁarty was not able to recommend at this.

time that Japan be invited to paxficinate in the third round. of
he noted with satisfaculan, however, that a large majority

- The

negotiations;
of the delegatzs agreed in principle that Japan should eventually be

brought into the community of trading nations, and he reaffirmed the
belief of his Governmment that this is necessary for a peaceful and

prosperous world,



ANNEX
MEMORANDUM ON TARIFF NEGOTTATIONS

. (1)
To be held in fGeneva/ commencing 28 September, 1950

"I,  Purpcse of the Negotiations
: The Contracting Parties to the General Agreement on Tariffs and
Trade will hold a third set of tariff negotiations commsncing on
28 September 1950 at [f_}eneva, Switzerlanﬁ-. These negotiations will
include three categories: '

(2) Negotiations directed towards the accession o7 countries
not included among those which have or may becoms contracting parties as

a result of the 1947 and 1949 negotiaticns, In most cases these
countries are or will be enjoying the benefit of the tariff reductims

resulting from those negotiations, but even 8o they may welcome the
opportunity to obtain these benefits in their own right and to negotiate
for further concessions on the products of most interest to them.
Consequently, it is anticipated that an acceding government will be
prepared to negotiate with any contracting party and with any other
acceding government, r

(b) Negotiations between contracting parties which
participated in the Geneva and Annecy conferences without concluding
bilateral negotiations and wish to enter into tariff negotiations

during 1950,
(¢) Negotiations between coptracting parties which concluded

tariff negotiations at Geneva or Annecy and desire to snter into
negotiaticns for new or additional reciprocal tariff concessions, (2)

(1) The place for the negotiations will be decided at the Fourth Sessicn
of the Contracting Parties in February 1950, Geneva is mentioned in
this Memorandum as a possible place for the negotiations anly because
it is the seat of the I,C.I.T.0, Secretariat.

(2) It is not contemplated that these negotiations will be the occasion
for upward adjustments in the rates of duty spscified in the achedules
to the Agreement, However, the presence of delegations of the conw
tracting partiss may provide the opportunity for those countries
which wish to do 8o, to undertake consultations in accordance with
the provisions of Article XXVIII of the Agreement.



Wth regard to (3), a communicaticn was addressed cn 29th August’&
to the following countries, which accepted the invitation to participate
in the Havana Conference and which are eligible for membership in the
IT0 according to the provisicns of Article 71 of the Charter, informing
then that the possibility of arranging for a third set of tariff
negotiations in the autum of 1950 is likely to be ccnsidered by the
Contracting Parties and forwarding for their information a copy of the
 Memorandum on the Annecy negotiaticns (GATT/CP.2/26) :

American Republics Europe : Middle and Far Eas%
Argentina Austria . Afghanistan

Bolivia Iceland Egypt

Costa Rica Ireland Hashimite Jordan Kingdom
Ecuador Poland Iran

El Salvador ' Portugal Iraq

Guatemala Switzerland Philippines

Mexico Turkey

Panama ,

Paraguay

Peru

Venezuela

This communicaticn war addressed also to ccuntries which did not
have the opportunity of participating in the Havana Conference because
they did not receive an invitation to so participate, namely Israel
and Nepal. '

Telegrams are being despatched to all of those countries asking
whether they would be interested in participating in tariff
negotiations, expected to commence on 28th September, 1950, vith a view
to acceding to the General Agreement, should such negotiatiocns be
decided upon, The contracting parties will be informed without delay

of the replies received,

On 30th September, a communicatian was addfessed to the Allied
High Commission for Germany enquiring whether the Federal Republic of
Germany would be interested in entering into tariff negotiations with
a view to acceding to the General Agreement, 4 communication was

addressed also to the Republic of Korea.

In order that all the countries concerned may have time to make
the necessary prepsraticns for the negotiations which will ccmmence in



/[Geneva/ on 28 September 1950, the Secretariat will ﬂOt_f; by telegraph,
not 1ater than 15 November 1949 a list of the Governmerus whlch have
accepted the invitation of the CONTRACTINC PARTIES,

II. Scope of the Negotiations

"It is intended that the.ccuntries participating in the ,_n'ego’o‘iations
in 1950 will propose for negotistion those of their products of which
they'individually, cr collectively, ave, or are likely to be, the
principal suppliers tc the countries from which the ccncessicns are
asked. - This will apply to‘negotiaticns betiicen cdontracting parties
and in the case of a new acceding government, the latter will be
‘ axpected to cons:der the grunt of concessicns, as a geheral rLley on

products of whlch any puvtlclpatlna country or any group of partlclpatlng
cquntries, is, or is likely to be, the pr1n01pal guppl_e.e.\__And a
contraéting party will, as a general rule, be cxoecued to vonaiaer the
grant of concessions on products of which any ¢ ccedlng c0untny hy itself
or together with other participating ccuntries, ccnonltuues, or is

likely to constltute, the principal. souvrce cf SLleYo

The Havana Charter provides that, in additicn to customs tarltxs
and other charges on imports and exports, certain ; egulatlons, qaotas,
protection afforded throuvgh the operation of import and export
“monopolies, ete, chall he subject to regotiation in thé manner
‘.uprbvided-in Article 17  The relevant D“ovis*oné are contained in
Articles 16 (including the Annexes th,~eto,, 18, 19 _Dd 31 Aocording-
ly, requests may be submitted for convessicns in respc of matiers
covered by these pirovisions in *the same way as requests fér ﬁariff

concessions,

IiI, 'Methods of Negotiaticn
1. The negot-utions wi}l be cendneted in aceordince with the,fules
éet.fc:th in paragraph 2 of irticie 17 o £ the Havana Charter; loe,

(a) The negotiations ghall be ccndueted on o selective product—
by-product basis which will afford adecuabe oppertnnlity o take into
account the needs «f individual covobries and individual ;ndﬁstrieso
Participating govemuents will ba free ncb 5 grant conc ion‘s on
particular products and, in the granting of a concession, txev mav'reduce
the duty, bind it at its then et sting level, or unde;uage rot bo r~ise

it above a specified higne; wwVel,



(o) No participating government shall be required to grant Q
unilateral concessicns, or to grant ccncessions to other governments
without receiving adequate concessions in retumn. Account shall be
taken of the value to any government of cbtaining in its own right and
by direct obligatiocn the indirect concessions already embodied in the

Schedules to the General Agreement,

(e) In negotiations relating to any specific product with

respect to which a preference applies,

(1) when a reduction is negotiated only in the moste
favoured-nation rate, such reduction shall operate automaticslly to

reduce or eliminate the margin of preference applicable to that product;

(ii) when a reduction is negotiated only in the preferential
rate, the most~favoured-nation rate shall automatically be reduced to

the extent of such reduction;

(iii) when it is agreed that reductions will be negotiated in
both the most—favoured-nation rate and the preferential rate, the
reduction in each shall be that agreed by the parties to the negotiations;

and
(iv) no margin of preference shall be increased.

(d) The binding against increase of low duties or of duty-free
treatment shall in prineiple be recognized as a concession equivalent
in value to the substantial reduction of high dutiés or the elimination f'
of tariff preferences.

(e) Prior international obligations shall not be invoked to
frustrate negotiations with respect to preferences, it being understood
that agreements which result from such negotiations and which conflict
with such obligations shall not require the modification or termination
of such obligations except with the consent of the parties to such
obligations, or in the absence of such by modification or termination
of such obligations in accordance with their terms.

2, An important consideration to be taken into account by the acceding
governments in their negotiations with contracting parties is the
indirect benefit they are enjoying as a result of the concessions
exchangsed by the latter at Geneva and Annecy. It will be expected,
therefore, that in granting tariflf concessions acceding governmedts will
take into consideration these indirect benefits and those which will



result from new negotiaticns among contracting parties, Similariy;
all the partiéipating'governnwnts will be expected to take into con- -
Sideration the indirect benefits which they will receive from the
"negotiations between the acceding governments themselves and'between

them and the cbntracting parties.

3. In order to ensure the success of the negotiations, the
participating governments shall refrain from incrsases in tariffs and

" other protective measures "inconsistent with the principles of the
Havana Charter and designed to improve the bargaining position of these
'governments in preparation for the negotiations. As a general rule,
the basis for negotiations shall be the rates of duty in effect on

15 November 1949,

b In exceptional cases a country may find that a general revision
of its tariff prior to the negotiations is unavoidab}é;.3 In making
any such revision, the country concerned should have regaréitofthe
principles stated in the preceding paragraph.  In the event of a
change in the form of tariff or a general revision of rates of_dﬁties
tc take account of either a rise in'prices or the devaluation of the
currency of the country which has introduced the new tariff, the
effects of such change or such revision would be a matter for con-
sultation between the acceding country and the other participating
countries, acting jointly, in order to determine first, the change, if
any, in the incidence of the duties of the country ccncerned, and
secondly, whether the change affords a reasonable basis for a reciprocal
and mutually advantageous conclusion of the negotiations. Moreover,
except in special circumstances, any general revision in tariff
romenclature of rates ofiduty shall not be considered a satisfactory
basis for negotiaticns unless it has been promulgated.prior to

28 September, 1950,

iV, Timetable for the Negotiations

1. At the earliest possible date and in no case later than

22 Novemﬁer, 1949, each participating government will send to each other
participating government and to the Secretariat; three copies of its
_current customs tariff, details of other import charges or takes and one
cépy (if possible, thrée) of its annual import trade statistics for
pogtwar years, ° In addition, it is reQuested that every effort should
be made to supply average import statistics for 1936 to 1938 or, if this



is nOu possib.t.e, statistics for 3‘.936,: 19537 and- 1938, or if neither of

these ie po,ss:x.b__e, statistics f'ov'-'.‘he most *'epre<entative‘ pre-war year,
Govemments wm ch ‘participated in ’che Geneva and or Annecy negotiaticns
will not be expscted to supply copze.-, to govemments to which they wers
supplied on thoue previous occasions; but they will be expected to supply

detail s ox subsequcnu tarif?.changes and '..op:.es of any more recen.., trade

statv.st_ncs uhat may be awa:_lable° In cases wnere transmss:.on by

surface posm wiil o\,cuny mori than one week, the documents should be

despatched bv air mail, Tash participating govemment will aduse
the oth'ﬂ* articipating governents and the .Jecrotariat, by telegram,

‘the parbiculars of :he cocument:s des;ntched and the date and method

of despatch,

2, It must be reccgnised that the fereign trade statistics of many

‘comtries are not compiled on the basis ¢f their customs t.ariffs and

therefore it connot be reliably ascc—:':tained from tha ste.tistics of

trade to which customs duties the varicus stetistical items are subject,

Consequently, partla peu:.mp' overnmente will, in some cases, experience

difficulty in determining ths articles cm wiich to request concessions

and in‘calculating the valune of concescicns offered.

customs tariffs of some counbries contain the gemcral , but not the

d Yhe texbs of many statistical and

Morcover, the

¢

convent::.ona_z., ratoo of duby,

customs publications arc not available in any of the weﬂ l-known languagess

In order to avoid Yhese difficultics, and to assist in “he preparations
for the negotlatlons and also in Lhe actual conduct of the neootlatlons ’
part:z.cipating governmen..s are asked o do their best to m@et f..ll

requests which may be directed ©o, them for adda.tlonal mfov'matim

relating to their tariffs ani s at istics, (See the pr roposal ,of the

Delegation of Czechoslova?e:ic in document GATT /! "‘P/ 37 )e

3. Not laver than 15 Jenuary, 1930 each paz*b;.c:a.paumg government will

transmit, by the most expeditious mea:xa'ava..‘.'tau] g, to each other

participating government, with which it ws ses to negotiate, a list of
the products on which it iatends to request cencessions.. . Sixty coples

the Secretarial for dis-

of each list vill te sent °J'm1f;‘temecr.1s.-y to
tributio’l ’cc the otnew participating governments. =~ In order to -

facilitate prenara‘:,) one for he; negotiation ji ‘is important that. the

date of 15 January be achered to.. Tne Umted States Govemment is

z;equj:req by its statutory procedure: t o glve publ:x.c ﬁo’cn.ce of all :x.uems



in its tariff whlch are tc be the subject of negotiatlons, and therefore
it will not be possible for that government to enter into negotiations
on any products which are not included in these lists, A similar
situation may exist for certain other governments and therefore items

.- not included in these lists may be exeluded from the negotiations{

Ls Not later than 15 Jﬁne, 1950, each governmenf’will transmit to
each other partlclpating government a final 1ist of the tariff and
other concessions which’ it requests from that government, Sixty
copies of each 1list will be sent sirmltaneously to the Secretariat for
distribution to the other ﬁariicipating governments., It is strongly
recommended that all countries send their lists as early as posszble
in advance of 15 June, 1950, - L

56 On 28 September, 1950 - that is, on the first day of the meeting
in Zﬁenev§7 - each goverhment should be ready to make known the
concessions it is prepared'to offer to each government from which a
request for concessicns was received, These offers should include an
indication of the existing and of the proposed rate of duty oa each item.
When the offers have been exchanged, negotiations bstween pairs of

delegations will begin, ‘

6. It will be understood that any two participating governments may
arrange betwecn themselves to conduct bilateral talks in advance of the
multilateral negotiations in [Eénevé?. In that event the exchange of

requests and offers may be arranged to take place at earlier dates than
those stipulated above, In the event that bilateral talks shculd be

successfully céncluded prior to 28 September, 1950 the results will be

reported at the opening of the [Eéhev§7 meeting,

V. Procedures at_gﬁénev§7‘

In accordance with the successful procedureyadopted at Geneva in
1947 and at Annecy in 1949, a "Tariff Negotiations Working Party" will be
established at the opening of the conference.  This Working Party will
be responsible for ascertaining “he progress of the negotiations and wilil
make recommendations on questicns of procedure and other matters connected
with the conduct and the conclusion of the negotiations, In addition,
arrangements will be made to prevent the disclosure of confidential

material,



- 10 «

Each 'participa’cing government will prepare for distribution
through the Secretariat a consolidated list: of the concessicns it has
granted and a supplementary list showing the country or c quntries with
which each concession was initially negotiated, . When all ‘the
negotiations are compiétéd ‘the accession of govemments , not
previocusly contracting parties, will be effected by appropriate
instruments, The concessions granted will thereby be incorporated

~in the Agreement.



