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Report of Working Party No.3 on Modificatio
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to the General Agreement

l. . In accordance with its terms of reference, the Working
Party considered the specific proposals which had been
submitted during the discussion in plenary session. It also
exchanged views on various suggestions submitted by several
of its members,

2. After a, full discussion during which representatives

of the Contracting Partles explained the administrative,
constitutional and other difficulties which would result

for some if the present text of Part II of the General
Agreement were to stand, and for others if the ccrresponding
.Articles of the Havana Charter were substituted immediately,
the Working Party reached the conclusion that a solution
should be sought which facilitated early ratification of

the Charter and final acceptance of the Agreement, and which
encouraged Governments represented at the Havana Conference
to accede to the Agreement within the shortest possible time,

"3, With regard to the immediate replacement of Articles in
Part II, the Working Party noted that since Part II of the
General Agregement would be suspended in the Havana Charter
vhen the latter enters into force, any amendments to those
articles at this stage would be operative only during the
relatively short period between now and the Charter's entry
into force. That being the case, the Working Party con-

sidered that the same procedure should be followed as at the -

first session, i.e., to limit amendments to cases where the
retention of the present provisions of Part II would create
serious difficulties for Contracting Parties.

4, * The Working Party accordingly recommends the replacement
of the following Articles by the corresponding provisions of
the ‘Havana Charter :

(a) Article III.(to be replaced by the provisions of
Article 18 of the Charter) ~

(b) Article VI (to be replaced by the provisions of
Article 3% of the Charter) . .

(¢) Article XVIII (to be replaced by the provisions
of Articles 13 and 1% of the Charter)

5¢ The Working Party agreed to recommend the insertion

as paragraph 3 of Article I of provisions corresponding to
those of Paragraph 3 of Article 16 of the Charter, and the
daletion of the opening phrase in paragraph 9 of Article XV.

6., In addition, the Workiug Periy proposss a »e-wording
of Article XXIX in order to eliminate ceitaln purely tem-
porary provisions and to clarify certain points tae
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interpretation of which may give rise to difficulties, As
Article XXIX is contained in Part III of the General Agree-
‘ment, this text as. amended will remain operative after the
" entry} into force of the Havana Charter,

7.  ‘Pinally, the Working Party proposes a purely formal
amendment to the text of the infterpretative note ad Article
II, paragraph 4, and various other drafting amendments con-
sequent on modifications which it recommends for adoption.

8. The text of the various amendments suggested is repro-
duced in Annex I, o ~

9. For practical reasons, the Working Party has not
recommended further amendments to the text of the Agreement.
As explained in the following paragraphs of this report,
various proposals for amendments have been withdrawn on the
understanding that statements designed to clarify the intent
of the relevant provisions would be inserted in the report
of the Working Party. Moreover, if difficulties in applica-
tion were to arise before the entry into force of the Charter,
the Contracting Partles would still have the possibility
under the terms of Article XXV to settle such cases in the
light of the provisions of paragraph 1 of Article XXIX.

10. The Contracting Parties will find below a brief state-
ment of the considerations behind the attitude adopted by the
Working Party with regard to the various proposals submitted.

a) Replacements

. 11. Article III : The Working Party recognised that if the
present text were maintained, there was a risk% of difficulties
for certain Governments, such as the Chinese and the
Norwegian, which expressed reservations when the text of
Article lé of the Gensva Draft (reproduced in substance in
Article III of the Agreement) was adopted by the Preparatory
Committee., It also noted that administrative difficulties
might arise in the case of countries which would have to
change thelr fiscal regulations twice - on acceptance of the
Agreement, and again on ratification of the Charter, Finally,
it recognised that the wording adopted at:rHavana was clearer
and more precise than the text as it now stood.

12, Article VIII : In view of the decision taken by the
Working Party to limit so far as practicable the number of
amendments, the Norwegian representative did not press his
proposal to replace this article.,-

13, Article XVIII : The provisions relating to governmental
assistance to economic development or reconstruction were
discussed at length at Havana; if paragraphs 1 - 5 of
Article XVIII were replaced by the provisions of Article 13

of the Havana Charter there would be a greater incentive to
under~developed countries which participated in the wo -k of
the Havana Conference to accede to the General Agreement. The
substitution in question would also make it easler for some
Contracting Parties to obtain the approval of thelr Parlia-
ments when they come to submlit the General Agreemerit to their
legislatures. Paragraphs 6 and 7 of Art. XVIII have also beesn
redrafted in order to incorporate the substance of Article 14
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of the Havana Charter. The representative of Brazil did not
feel that the text recommended for Paragraph 11 of Article
XVIII was a faithful rendering of Paragraph 1(a) of Article
14 of the Charter; he proposed either to insert the words
"or such other date as the CONTRACTING PARTIES may in
special. circumstances decide” after "September 1, 1947" and
after "October 10, 1947" or, alternatively, to add at the
end of Paragraph 11 the following provision contained in
sub-paragraph 1(a) of Art. 14 of the Charter : "except that
if in special circumstances the CONTRACTING PARTIES agree to
dates other than those specified in this paragraph, such
other dates shall apply". :

14, Article XXIX : The WerkingvRarty proceeded on the
basis of the text given in document GATT/CP.2/12 of which
there had been a preliminory examination at the first
session, The text recommended by the Working Party incor-
porates various suggestions put forward in the course of
the discussion.

15. Paragraph 1 : The new text reproduvces the substance of
Paragraph 1 of Article XXIX, with certain drafting changes.
The Working Party thought it preferable not to limit the
scope of this provision to Chapters I - VI of the Havana
Charter, as suggested by the representative of the Union of
South Africa, on the understanding that that representative
would be free to raise the matter again in the plenary
meeting.

16. Paragraph 2 : The changes introduced in the new draft
are the following : the proviso has been deleted as no
longer necessary; the words "and superseded by the corres-
ponding provisions of the Charter" have been deleted in
order to make it clear that when the Charter comes into force
and so long as it remains in force, the General Agreement
would be limited to the provisions c” Part I and Part III,
including the annexes in so far as they relate to those two
parts. Lastly, the Working Party decided that it was pre-
ferable to keep Art. I as amended in the agreement, in view
of certain technical difficulties.

The Working Party considered whether it was necessary
to provide in the text of paragraph 2 for such minor adjust-
ments (e.g. in cross references) as may be necessary when
Paragraph 2 is suspended; it came to the conclusion that
there was no need to insert any specific provision to that
effect as such adjustments could be introduced by the Con-
tiacﬁing Parties at the time of the entry into force of the
Charter. .

17, The Working Party felt that it was not necessary to
retain sub-paragraph 2 (b) in view of thr fact that Part II
would be suspended so that the functions of the CONTRACTING
PARTIES in connection with that part of the agreement would
automatically be transferred to the I.T.O,

18, Paragraph 3 : The Working Party felt that it would be
clearer to deal with the two cases contemplated in Paragraph
L of Article XXIX in separate paragraphs. The date of ‘
January 1, 1949 has been changed and the meeting of the
Contracting Parties would have to take place before December
31, 1949 if the Havana Charter has not entered into force by
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September 30, 1S49, which is the date mentioned in sub-
paragrarh 2 (b) of Article 103 of the Charter.

19. Paragraph 4 : The Working Party thought it desirable
to provide for the automatic re-entry into force of the
provisions of Part II, if the Havana Charter should cease

to be in force; except for Article XXIII, the provisions
of these articles would adopt the same form as the articles
of the Charter at the time when it ceases to be in force;

it 1s contemplated that the final text of the General Agree-

gengiwould be agreed upon at a meeting of the Contracting
artles, :

20, Paragraph 5 : reproduces in substance the provisions
of Paragraph 3 of the present article XXIX; however it has
been found necessary to specify that until a special agree-
ment is arrived at with a contracting party not yet party

to the Havana Charter, that party would continue to be bound
by the provisions of Part II.

21, Paragraph 6 : This new provision has been inserted in
order to state clearly that the provisions of the Havana
Charter would rrevall over the provisions of the General
Agreement., As it would not have been legally possible to
bind the Contracting Parties who would not be members of the
I.T.0. by the provisions of the Havana Charter, the Working
Party was of opinion that the provision should be worded
accordingly.

b) Additions

22, Article 15 of the Charter. For the reascns set forth
in paragraphs 2 and 3 of this report, the Working Farty felt
that it could not usefully recommend at this stage the
insertion of the provisions of Article 15 of the Charter in
the General Agreement, proposed by the Syrian and French
representatives, It was subsequently agreed to insert a new
paragraph in Article I in order to meet the views of the
Syrian representative (see paragraph 17 below).

23. Articles 26, 27 and 28 of the Charter. While agreeing
in prineiple that insertion o s Article would be
desirable, the majority of the Working Party felt that in
view of practical difficulties, they could not usefully
recommend such inclusion at the present stage. It was of
course understood that, in the light of Paragraph I of
Article XXIX, the Contracting Parties undertake to apply the
principles of the Havana Charter relating to export subsidies
to the full extent of their executive authority. The
Brazilian representative agreed not to press at thls stage
the inclusion of Articles 26, 27 and 28 of the Charter, while
reserving 1ts right to revert to this matter, should it
become clear that the Havana Charter will not come into force
at the time envisaged.

. ¢) Other Changes

24, Article I : The Working Party agreed to recommend the
insertion of a new paragraph in article I in order to provide
for the speclal position of certain countries of the near East,
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It was the view of the Working Party that under the proposed

new paragraph of Article I the Contracting Parties, in taking

actidn pursuant to Article XXV with respect to preferences

among countries formerly a part of the Ottoman Empire, would

be required to.make a decision in accordance with the

8£in%ip1es and requirements of Article 15 of the Havana
arter.

25, Article'v : The Working Party considered the suggestion
by the Pakistan representative with regard to the insertion
of the interpretative note ad Article 33, Paragraph 1, of the
Havana Charter and came to the conclusion that such insertion
was not necessary, since the text of Article 33, Paragraph 1
of the Charter tallied with that of Article V, paragraph 1,
of the General Agreement, and the Contracting Parties who ail
signed the Final Act of the Conference of Havana could not
interpret these provisions in any way other than that laid
down in the note ad Article 33 of the Charter. The represen-
tative of Pakistan appreciated the justice of this conclusion
and agreed to withdraw his proposal on the understanding

that the Working Party would record this statement in its
report.

.26, Article VI : While agreeing that there is no substan-
tive difference between Article VI of the General Agreement
and Article 3% of the Charter, the Working Party recommend
the replacement of that Article as the text adopted at
Havana contains a useful indication of the principle govern-
ing the operation of that Article. and constitute a clearer
formulation of the rules laid down in that Article. The
Working Party, endorsing the views expressed by Sub-commlittee
C of the Third Committee of the Havana Conference, agreed
that measures other than compensatory anti-dumping and
countervailing duties may not be applied to counteract
dumping or subsidizatlon except in so far as such other
measures are permitted under other provisions of the General
Agreement. .

27. Article XII : 1In view of the.decisiqn taken by the
Working Party to limit as far as practicable the number of
changes in the General Agreement, the representative of
Syria did not press his proposal to replace that article,

28, Article XV : Taking account of the recommendation of
Sub~Committee F of the Third Committse c¢f the Havana Con-
ference, the Working Party agreed to recommend the deletion
of the phrase : "Subject to paragraph 4 of this article" in
paragraph 9 of Article XV, which had been proposed by the
representative of France, in order to ensure uniformity with
the text of Article 24 of the Charter.

29. - Article XVI : The representative of Brazil had proposed
that In Article XVI the drafting changes adopted when Article
25 of the Havana Charter was drawn up should be inserted.
The Working Party agreed that the differences between Article
XVI of the General Agreement and Article 25 of the Havana
Charter are not of a substantive nature, and that accordingly:

a) the phrase "increased exports" in line 3 of Article
XVI of the General Agreement was intended itc include the
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concept of maintaining exports at a level higher than would
otherwise exist in the absence of the subsidy, as made clear
in 1line 3 of Article 25 of the Havana Charter; and

b) the intent of the last sentence of 'Article XVI of
the General Agreement is that consultation shall proceed
upon the request of a contracting party when it considers
that prejudice is caused or threatened and would not require
a prior inter-national determination. :

30, Article XIX : It was also the understanding of the
Working Party that the phrase "being imported ..... in such
increased quantities' in paragraph 1 (a) of Article XIX was
intended to cover cases where imports may have increased
relatively, as made clear in paragraph 1 (2) of Article 40
of the Havana Charter.

31. Annex I : The Working Party recommends the replacement
of the words "provisions of Article 31 of the draft Charter
referred to in Article XXIX of this Agreement", in the
interpretative note ad Article 2, Paragraph 4, contained in
Annex I, by the words '"provisions of Article 31 of the Havana
Charter", This drafting change suggested by the represen-
tative of the Netherlands does not involve any change in the
scope of the provision, has been found necessary as the
draft Charter would no longer be mentioned in Article XXIX
of the General Agreement if thz Contracting Parties accept
the wording of that Article as proposed by the Working Party.

32. The adoption of the amendments recommended by the
Working Party would involve certain drafting changes in the
text of Artilcles I, II, XII, XIII and XXVI., These changes
are self-explanatory. The Working Party zlso recommends that
the interpretative notes adopted at Havana in connection with
the articles, the text of which would be introduced in the
General Agrcement, shoulé be inserted in Annex I to the
Agreement. '

33. The Working Party set up a Legal Working Group to
consider the means of giving effect to the amendments
recommended; the report of the Legal Working Group is under
consideration and the Working Party will submit 1ts recom-
mendations In a further report to the Contracting Parties.
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A.
1. Amend the phrase "paragraphs 1 and 2 of Article III"
in Article I to read: "paragraphs 2 and 4 of Article III."
Insert the following paragraph as a new paragraph 3 in
Article I, the present paragraph 3 becomlng paragraph .

"3, The provisions of paragrapn 1 shall not apply
to preferences between the countries formerly a part
of the Ottoman Empire and detached from it on

July 2%, 1923, provided such preferences are approved
under paragraph 5 of Article XXV which shall be
applied in this respect in the light of paragraph 1
of Article XXIX",

2 Amond the phrase "paragraphs 1 and 2 of Afticle III"

in the interpretative note to paragrapn 1 of Article I to
read 'paragrapns 2 and & of Article III".

B
1. Amend the phrase "paragrapn J of Article III" in
paragraph 2 (a) of Articic IL to read "paragraph 2 of
Article III.®

2. Replace the text of the interprctative note tc
paragraph 4 of Article II by the followlng texts

"Except whore otherwlsc specifilically agreed petween
the contracting vartics which initially necgotiated
the concession, the provislons of this paragraph
will be applied in the light of the provisions of
Article 3 of the Havana Chartar.!

’ Q-.'

Replace the text of Article TII by the followlng text
(Article 18 of the Charber):- ‘

Apticle ITI.

s amew Tl

National Treatment on Internal Taxation and Regulationg

1. "The contracting partlies recognisc that lnvernal
taxes and other internal charges, and laws, regulations

and requirements affecting the internal sale, offering for
sale; purchase, transportation, distributicin or use of
products, and internal cuantitative regulations requiring
the mixture, processing or use of products in specificd
amounts or proportions, should not be applied to imported
or domestic products so as to afford protection to domestic
production. '

2. "The products of the territory of any contranting
party imported into the tTurrlvory of any other contracting
party shall not be subject, direcily or indirectly, to
internal taxes or otker inwuerual cuarges of any kind in
excess of thocze applied, directly or indlrectly, to like
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domestic products. Morcover, no contracting party shall
otherwise apply internal taxes or other internal charges

to imported or domestic products in a manner contrary to the
principles set forth in paragraph 1.

3. "With respect to any existing internal tax which is
inconsistent wlith the provisions of paragraph 2 but which
1s specifically authorized under a trade agreement, in
force on April 10, 1947, in which the import duty on the
taxed product is bound against increase, the contractine
party imposing the tax shall be frec to postpone the
application of the provislions of paragraph 2 to such tax
untll such time as it can cbtain release from the
obligations of such trade agreecments in order to vermit the
increase of such duty to the extent necessary to compensate
for the elimination of the protective oclement of the tax.

L, "The products of the territory of any contracting party
imported into the territory c¢f any other contracting party
shall be accorded treatment no less favourable than that
accorded to like products of national origin in respect of
all laws, regulations and requirements affecting their
internal sale, offering for sale} purchasei transportation
distributvion or use. The provisions of this paragraph shail
not prevent the application of differential internal
transportation charges which are based exclusively on the
economic operation of the means of transport and not on the
nationality of the product.

5. "No contracting party shall egtablish or maintain any
internal quantitative regulation relating to the mixture,
processing or use of products in specified amounts o
proportion which requires, directly or indirectly, that any
specifled amount or proportion of any product which is the
subject of the regulation must be supplied from domestic
sources. Moreover, no contracting party shall otherwise
apply internal quantitative regulations in a manner contrary
to the prineciples set forth in paragraph 1.

6. '"The provisions of paragraph 5 shall not apply to any
internal quantitative regulation in ferce in the territory of
any contracting party on July 1, 1939, April 10, 1947 or
March 2#, 1948 at the option of that contracting party;
PROVIDED that any such regulation which is contrary to the
provisions of paragraph 5 shall not be modified to the
detriment of imports and shall be subject to negotiation.

7. "No internal quantitative regulation rolating to the
mixture, processing or use of products in specified amounts
or proportions shall be appiled in such a manner as to
allocate any such amount or proportion among external
sources of supply.

8. "(a) The provisions of this Article shall not apply to
laws, regulations or requirements governing the procurcment
by governmental agencles of products purchased for
governmental purposes and not with a view to commercial

resale or with a vliew to use in the production of goods for
commercial sale.
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"(b) The provisions of this Article shall not prevent
the payment of subsidies exclusively to domestic producers,
including payments to domestic producers derived from the
proceeds of internal taxes or charges applied conglstently
with the provisions of this Article and subsidies effected
through governmental purchases of domestic products. -

9. "The contracting parties recognise that internal
maximum price control measurces, even though conforming to
the other provisions of this Article, can have effects
prejudicial to the interests of the contracting parties
supplying imported products. Accordingly, contracting.
partics applying such measures shall take account of the
interests of exporting contracting parties with a view to .
a;gid%ng to the fullest practicable extent such prejudicisal
e QCTs.» . . ’ - .

10. "The provisions of this Article shall not prevent any

contracting party from establishing or maintaining internal

%gigtixative regulations relating to exposed cinematograph
Se ’ R S

Intgrprgtative Note ad Article III

Any internal tax or other internal charge, or any
law, regulation or requirement of the kind referrecd to in
paragraph 1 which ayplies to an imported product and to the
like domestic product and is collected or enforeed in the
case of the imported product at the time or point of
importation, is neverthelecss to be regarded as an internal
tax or other internal charge, cr a law, rcgulation or -
requirement of the kind referred to in paragraph 1, and is
accordingly subjasct to the provisions of Article IfI.

ngagrggh 1

The application of paragraph 1 to internal taxes
imposed by local governments and authorities within the
Yerritory of a contracting party is subject %o the
provisions of paragraph 6 of Article XXIV. The term
"reasonable measures” in the last-mentioned paragraph would
not requirec, for example, the repeal of existing national
legislation authorizing iocal governnents to lmpose ~
internal taxes which, although technically inconsistent with
the letter of Article III are not in fact inconsistent with
its spirit, if such repeal would result in a serious
financial hardship for the local governments or zutharities
concerned. With regard to taxation by local governments
‘or authoritics which is inconsistent with both the letter
and spirit of Article III, the term "reasonable measures" .
would permit a contracting party to eliminate the
inconsistent taxation gradually over a transition period,
if abrupt action would create serious adninistrative and’
finaneial difficulties.

Paragraph 2

A tax conforming to the requirements of the first
sentence of paragravh 2 would be considered to be
inconsistent with the provisions of the second sentence only
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in caszs where competition was involved betwéen, on the one .
hand, the taxed product and on the ‘other hand, a directly .
competitive or subgtitutable product which was not similarly
taxed. '

Paragraph 5

Regulations consistent with the provisions of the first
sentence of paragraph 5 shall not be considered to be
contrary to the provisions of the second sentence in any .
case in which all of the products subject to the regulations
are produced domestically in substantial quantities. .

A regulation cannot be justified as being consistent with
the provisions of the second sentence on the ground that the
proportion or amount allocated to each of the products which
are the subjoct of the regulation constitutes an equitable
relatiocnship between imported and domestic products.

D. .
Replace the text of Article VI by the following text
(Article 3% of the Charter):- .

1. The contracting parties recognize that dumping, by
which products of one country are introduced into the
commerce of another country at less than the normal value of
the products, is to be condemned if it causes cr threatens
material injury to an established industry in the territory
of a contracting party or materially retards the establishment
of a domestic industry. For the purposes of this Article, a
product is to be considered as being introduced invo the
cormmerce of an importing country at less than its normal
value, 1f the price of the product exported from one country
to another =~ ' .

(a) is less than the comparable price, in the
ordinary course of trade, for the like product
when destined for consumption in the exporting
country, or, .

(b) in the absence of such domestic price, is less than
' elther '

(1) the highest coﬁparable price for the like .
product for export to any third country in the

ordinary course of trade, or

" (41) the cost of production of the product in the
country of origin plus a reasonable addition
for selling cost and profit.

Due allowance shall be made in each case for differences
in conditions and terms of sale, for differences in
taxation, and for other differences affecting pric
comparabllity. : -

2. In order to offset or prevent dunping, a coﬂtractihg
party may levy on any dumped product an anti-dumping duty
not greater in amount than the margin of dumping in respect



GATY/CP.2/22
page 1i

of such product. For the purposes of this Articio, the
margin of dumping is the price difference deoternined in
accordance with the provisions of paragraph 1.

3. No countervaiiing duty shall be levied on any
product of the territory of any contracting parsy inported
into the territory of any other contracting party in excess
of an anount equal to the estimated bounty or subsidy
determined to have been granted, directly or indircctly
on the\manufacture, production or expoxt of such produc%
in thelcountry of origin or exportation, inciuding any
speclal subsidy to the transportation of a particoiar
product. The term "countervailing duiy" shall be understood
to mean a speclal duty levied for the jurpose oY otfsetting
any bounty or subsidy bestowed, directly or indireechly, ‘
upon the manufacture, production or export of any
merchandise.

L. No product of the territory of any contracuing party
imported intu the territory of any other cintracting party
shall be subject to anti~dumping or countervailing duty by
reason of the exenmption of such product from dutics or
taxes borne by the like product when destined for
consunption in the couniry of origin or cxportation, or by
reason of the refund of such duties or ‘taxes-

5. No product of the territory of any contracting rarty
inported into the territory of any other contracting party
shall be subject to both anti=-dunping and cotntewvailing
‘duties to compensate for the sara situatlon of dunping or
export subsldization.

6. No contracting party shall iovy any anti=-dunplng or
countervailing duty on the inmportation of any product of the
territory of another coniracting party unless it deternines
that the effect of the dumping oxr subsidization, as the case
nay be, is such as to cause or threaten material injuxry to
an cstablished domestic industry, or is such as %c retard
materially the establishment of.a domestic indvstzy. The
_CONTRACTING PARTIES nay waive .the requrircnents of thils
paragraph so as to pernit a contracting pavvy to levy an
anti~dunping or countervailing duty ox the impeztriicn of
any product for the purpose of offsetting dumping ox
subsidization which causes ox threatens naterial injury to
an industry in the torrltory of another contcraciing party
exporting the product concerned to the territory of the
importing contracting party.

7. A systen for the stabilization of the domestic price
or of the return to donestic producers of a prinary cormodity,
“independently of the movenments of export prices, wiich
resuits at times in the sale of the commodity Ioxr cxport at
a price lower than the comparable price chargsé fox the like
commodity to buyers in the domestic narke®, shall be presumed
not to result in material injury within the meoning of
paragraph 6 if it is debtermined by consultation among the
contracting parties substantiaily interested in the commodity
concerned thakb:
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(a) the system has also resulted in the sale of the
cormnodity for export at a price higher than the
conparable price charged for the like conmodity to
buyers in the domestic market, and

(b) the system 1ls so operated, either because of the
effective regulation of production, or otherwise,
as not to stinulate exports unduly or otherwise
gseriously prejudice the interests of other
contracting parties.

Interpretative Note ad Article VI

Paragraph 1

. Hidden dunping by associated houses (that is, the sale
by an inporter at a price below that corresponding to the
price invoiced by an exporter with whom the importer is
associated, and also below the price in the exporting country)
constitutes a form of price dunping with respect to which the
nargin of dunping may be calculated on the basis of the price
at which the goods are resold by the importer.

Paragraphg 2 and 3
Note 1

As in nany other cases in customs adninistration, a
contracting party may require reasonable security (vond or
cash deposit? for the payment of anti-dumping or counter-
vailing duty pending final deternination of the facts in any
case of suspected dumping or subsidization.

Note 2

Multiple currency practices can in certain circumstances
constitute & subsidy to exports which nay be nebt by
countervailing duties under paragraph 3 or can constitute a
form of dumping by neans of a partial depreclation of a
country's currency which nay be met by action under
paragraph 2. By "multiple currency practices" is neant
practices by governnents or sanctioned by governments.,

E'
Delete the phrase "and to any internal regulation or

requirenment under paragraphs 3 and 4 of Article III" in
paragraph 5 of Article XIII,

F.

: Delete the introductory phrase to paragraph 9 of
Article XV which reads as follows:- ‘

"Subject to the provisions of paragraph 4 of this
Article”.



GATT/CP.2/22
- page 13, -

G

~Rep1ace the text of Article XVIII by the following text
(Article 13 of the Charter) g -

Article XVIII

' GOVERNMENTAL ASSISTANCE TO ECONOMIC DEVELOPHENT
. AND RECONSTRUCTION '

-

1. “The contracting parties recognise that spccial
- governmental assistance may be. required to promote. the-
establishment, development or reconstruction. of particular
industries or ‘branches of agriculture, and that in :
appropriate circumstances the grant of 'such assistance 4n
the form of protective measures is justified. At the
same time they recognise that an unwise use of such :
measures would impose uncue burdens on their own economies
:and unwarranted restrictions on internsational trade, . and
might increase unnecessarily the difficulties of adjustment
for the economies of other countries, . .

2. "The CONTRACTING PARTIES and the contracting parties'
eoncerned shall preserve the utmost secrecy in reSpect of
matters arising under this Article.

A.
-Je. If a contracting party, in the interest of its
economic development. or reconstruction, or for the purpose
of increasing a most-favoured-nation rate of duty in .-
éonnection with the establishment of a new preferential
-agreement in accordance with the provisions of paragraph 3
of Article I, considers it desirable to adopt any non-
discriminatqry measure which would conflict with an -
obligation which' the contracting party has assumed.-under
‘Part II of this Agreement, but which would not conflict
with other provisions -of this Agreement, such contracting
narty

'"(a) shall enter into direct negotiations with all the

.. other. contracting parties. The appropriate .scheduks

.+ to this Agreement shall be amended in accorddnce with
any agreement resulting from such ne/otiations, orjy

A(b) shall. initially or may, . in the event of failure
-, to reach dgreement under .sub-paragraph (&), .apply to
. the CONTBACTING PARTIES. The CONTRAC"ING PARTIES
- shall determine the: contracting party.or parties . ..
. materially affected by the proposed medsure and sheli !
. sponsor négotiations between such contracting party
‘or. parties and ‘the applicant’ contracting party. with a
.view to obtaining expeditious and ‘substantial-
‘agreement. . The CONTRACTING PARTIES. shall establish
and communicate to the ¢ontracting parties concerned
- a time schedule for such negotiations following as
far as practicable any time schedule which may have
been proposed by the applicant contracting party. The
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contracting parties shall commence and proceed
continuously with such negotiations in accordance
with the time schedule established by the CONTRACTING
PARTIES, At the request of a contracting party, the
CONTRACTING PARTIES may, where they concur in principle
with the proposed measure, assist in the negotiations,
Upon substantial agreement being reached, the ‘applicant
contracting party may be released by the CONTRACTING
PARTIES from the obligation referred to in this
paragraph, subject to such limitations as may have
-been .agreed -upon in the negotiations between the
contracting parties concerned. o

L, "(a) If as a result of action initiated under

paragraph 3 there should be an increase in imports of any
product concerned, including products which can be dirsctly
substituted therefor, which if continued would be so0°great as.
to jeopardise the establishment, development or reconstruction
of the industry, or branch of agriculture concerned, and if
no preventive measures consistent with the provisions of this
Agreement can be found which seem likely to prove effective,
the applicant contracting party may, after informing, -and
when practicable consulting with, the CONTRACTING PARTIES,
adopt suceh other measures as the situation may require,
provided that such measures do not restrict imports more

than necessary to offset the increase in imports referred

to in this sub-paragraph; except in unusual circumstances,
such measures shall not reduce imports below the level
obtaining'in the most recent representative period preceding
the date on which the contracting party initlated action
under paragraph 3. - , :

"(b) The CONTRACTING PARTIES shall determine, as soon
as possible, whether any such measures should be continued,
discontinued or modified. It shall in any case be )
terminated as soon as the CONTRACTING PARTIES determine.that
the negotiations are completed or discontinued.

"(¢) It is recognised that the relationship between
cocntracting parties teferred to in paragraph 3 involves
reciprocal advantages, and therefore any contracting party
vhose trade is materially affected by the action may suspend
the application to the trade of the applicant contracting
party of substantially equivalent obligations or concessions
under this Agreement provided that the contracting party
concerned has consulted the CONTRACTING PARTIES before taking
such action and the CONTRACTING PARTIES do.not disapprove. -

.. R
" 5, * "In the case of any non-discriminatory measure affecting
" imports which would apply to any product in respect of which
the contracting party has assumed an obligation under
Article II of this Agreement and which conflicts with any
other provision of this Agreement, the provislions of sub-
paragraph.(b) of paragraph 3 shall apply; PBROVIDED that
before granting a release the CONTRACTING PARTIES shall

afford adequate opportunity for all contracting parties
which they determine to be materially affected to express
S E | \



GATT/CP.2/22
page 15

their views. The provisions of .paragraph % shall also be
applicable in thig case,

C.

6. "If a contraeting party in the lnterest of its economic
development or reconstruction considers 1t desirable to adopt
any non=discriminatory measure affecting imports which would
conflict with the provisiocns of this Agreement other than
Article II, but which would not apply to any product in
respect of which the contracting party has assumed an
obligation under Article II, such contracting party skall
notify the CONTRACTING PARTIES and shall transmlit to the
CONTRACTING PARTIES a wrltten statement of the consliderations
in support of the adoption, for a specified perilod, of the
propoaad measure, o , ' _

7 "(a) On application by such contracting party to
CONTRACTING PARTIES shall concur in the proposed measure and
grant the necessary release for a specified period if,
having particular regard to the applicant contracting party's
need for economic development or reconstruction, it is
established that the measure -

" (1) is designed to protect a particular industry
established between January 1, 1939 and March 24,
- 1948, which was protected during that period of
its development by abnormal conditions arising out
of the war; or :

(11) is designed to promote the establishment or
development of a particular industry for the
. processing of an indigenous primary commodity,
. , when the external sales of such commodity have
been naterially reduced 2s a result of ne or
increased restrictions imposed abroad; or

(111) 1s necessary, in view of the possibilities and
resources of the applicant contracting party to
pronote the establishment or developnent of a
particular industry for the processing of
indigenous primary commodity, or for the
processing of a by-product of such industry,
which would otherwise be wasted, in.order to
achleve & fuller and more econonic use of the
applicant contracting party's natural resources
and manpower and, in the long run, to raise the
standard of living within the territory of the
applicant contracting party, and is unlikely to
.have a harmful effect, in the long run, on '

. International trade; or

- (iv) is unlikely to. be more restrictive of inter-

: national trade than any other practicable and
reasonable neasure permitted under this Agreement,
which could be imposed without undue difficulty, -
and 1s the one most suitah®e for the purpose
having regard to the economies of the industry or
branch of agriculture concerned and to the ‘
applicant contracting party's need for econonic
development or reconstruction; ‘
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WPhe foregolng provisions of this sub~paragraph are subject
to the following conditions: :

(1) any propozal by the applicant contracting party
to apply any such measure, with or without
modification, after the end of the initial
period, shall not be subject to the provisions
of this paragraph; and

{(2) the CONTRACTING PARTIES shall not concur in any
rneasure wnder the provisions of (i), (ii) or
(111) above which is likely to cause serious
prejudice to exports of a primary cormodity on
which the econony of the territory of another
contracting party is largely dependent.

"(b) The applicant contracting party shall apply any
measure pernitted under sub-paragraph (a) in such & way as
to avoid unnecessary damage to the commercial or econonic
interests of any other coatracting party.

8. "If the proﬁosed neasure does not fall within the
provisions of paragraph 7, the contracting party

(a) may enter into direct consultations with the
contracting party or contracting parties which,
in 1ts judgnment, would be materially affected by
the neasure, At the same time, the contracting
party shall inform the CONTRACTING PARTIES of
such consultations in order to afford them an
opportunity to determine whether all materially
affected contracting parties are included within
the consultations. Upon conplete or substantial
agreenent being reached, the contracting party
interested in taking the measures shall apply to
the CONTRACTING PARTIES:Y The CONTRACTING PARTIES
shall pronptly exanine the application to ascertain
whether the interests of all the materially
affected contracting parties have been duly
taken into account. If the CONTRACTING PARTIES
reach this conclusion, with or without further
consultations between the contracting parties
concerned, they shall release the applicant
contracting party from its obligations under the
relevent provisions of this Agreement, subject tc
such linitations as the CONTRACTING PARTIES may
inpose, or ‘ o

{(b) nay initially, or in the event of failure to reach
complete or substantial agreement under sube~
paragraph (a), apply to the CONTRACTING PARTIES.
The CONTRACTING PARTIES shall promptly transmit the
statement submitted under paragrarh 6 toc the
contracting party or contracting parties which are
determined by the CONTRACTING PARTIES to be.
naterially affected by the proposed neasure.

Such contracting party or contracting parties
shall, within the time limits prescribed by the
CONTRACTING PARTIES, infornm them whether, in the
light of the anticipated effects on the econony
of the territory of such contracting party or
parties, there 12 any objection to the proposed
neasure, The CONTRACTING PARTIES shall,
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(1) if there is no objcetion to the proposed
neasure on the part of the affected
contracting rarty or contracting parties,
immediately release the applicant
contracting party from its obligatiqns
under the relevant provision of thics
Agreement; or.. T

(11) 1if there is objection, promptly exanine

the proposed measure, having regard to the
provisions of this Agreement; to the
considerations presentad by the applicant
contracting party and its need for econonmic
development or reconstrucétion, to the

views of the contracting party or contracting
- parties determined to be materially affected,
and to the effect which the proposed measure,

with or without modification, is likely to

. have, irmediately and in the long run, on
international tradey, and, in the long run,
on the standard of living within the
territory of the applicant contracting
party. If, 25 a result of such exanination,
the CONTRACTING PARTIES concur in the
proposed neasure, with or without

- nodification, they shall release the
applicant -contracting party from its
~obligations under the relevant provisions

. of this Agreenent, subject to such

- linitations as they nmay impose.

9. "If, in anticipation of the concurrence of the
CONTRACTING PARTIES in the adoption of a neasure referred to
in paragraph 6, there should be an increase or threatened
increase in the imporits of any product concerned, including
products which can be directly substituted therefor, so
substantial as to jeopardize the establishrmient, developnent
or reconstruction of the industry or branch of agriculture
concerned, and if no preventive measures consistent with
this Agreement can be founhd which seenm likely to prove
effective, the applicant contracting party may, after
. informing, and when practicable consulting with, the
CONTRACTING PARTIES, adopt such other neasures as the _
sttuacion nmay require, pendiirg a decision by the CONTRACTING
PARTIES on the contracting party's application; PROVIDED
that such measures do not reduce inports below the level
obtalning in the most recent representative peviod preceding
the date on which notification was given under paragraph 6,

10, "The CONTRACTING PARTIES shall, at the earliest
opportunity but ordinarily within fifteen days after receipt
of an application under the provisions of paragranh 7 or
sub~paragrerhs (a) or (b) of paragraph 8, advise the
applicant contracting party of the date by which it willl be
notified whether or not it is released from the relevant
obligation. This shall be the earliest practicable date
and not later than ninety days after receipt of such
application: PROVIDED that, if unforeseen difficulties
arise before the date set, the period may be extended after
consultation with the applicant contracting party. If the
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applicant contracting party 1s not so notified by the date
set, it may, after informing the CONTRACTING PARTIES,
ins%itute the proposed neasure,

11, "Any contracting party may maintain any non-
discrininatory protective measure affecting imports in force
on September 1, 1947 which has been inmposed for the
establishment, development or reconstruction of a particular
industry or branch of agriculture and which 1s not otherwlse
permitted by this igreement; PROVIDED that notification has
been given to the other contracting parties no later than
October 10, 1947 of such neasure and of each product .on which
it is to be naintained and of its nature and purpose,

\ . .
12, Any contracting party maintaining any such neasure -
shall within sixty days of beconing a contracting party
subriit to the CONTRACTING PARTIES a statement of the
considerations in support of the naintenance of the measure
and the periodfor which it wishes to maintain it. The
CONTRACTING PARTIES shall as soon as pecssible, but in any
case w!thin twalve months from the day of such contracting
paerty beconing a contracting party, examine and give a
decision concerning the measure as if it had been subnitted
to. the CONTRACTING PARTIES for their concurrence under the
. provisions of che preceding paragraphs of this Article.

134 The provisions of paragraphs 1l and 12 of this Article
shall not apply to any nmeasure in conflict with obligations
urder Article II of this Agreenent,

1%, In cases where the CONTRACTING PARTIES decide that a
neasure should be modified or withdrawn by a specified date,
they shall have regard to the possible need of a contracting

party for a period of time in which to make such nodification
or withdrawal," . :

Interpretative Note ad Article XVIII
Pa raEiaiEE 7 (&) (33) and (F11]

The word 'processing", as used in these sub~paragraphs,
neans the transformatlon of a primary commodity or of a by=-
product of such transformation into semi~finished or finished
goods but does not refer to highly developed industrial
processes.

H.
Delete sub-paragraph (as of paragraph 5 of Article XXVI)
S o
Replace the text of Article XXIX by the folloWing texts
Anticle XXIX

e Relation of this Agreement to the Ha _5ng§g;
1. "The contracting parties undertake to observe to the

fullest extent of their executive authority the general
prineciples of .the Havana Charter pendi..., thelxr acczeptance of
1t in accordance with-thedr constitutional proceunres.
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2, Part II of this Agreement sha’l be suspended on the
day on which the Havana Charter enters into force,

3. If by September 30, 1949, the Havana Charter has not
entered into force, the contracting parties shall neet

before Decenmber 31, 1949 to agree whether this Agreement shall
be amended, supplenented or naintained.

' If at any tine the Havana Charter should cease to be
in force, the contracting parties shzll meet as soon as
practicabie thereafter to agree whether this Agrecnent shall
be supplenented, anended or maintained, Pencing such
Agreement, Part II of this Agreenent shall again enter into
force provided that the provisions of Part IXI other than
Article XXIII shall be replaced, nutotis mutandis, in the
forn in which they then appeareé in the Favana Charter,

5. If any contracting party has not accepted the Havana
Charter by the date upon which it enters into force, the
contracting parties shall confer to agree wiheliner, and 1f so
in vhat way, this Agreement insofar as it affects relations
between such contracting party and other contracting parties,
shall be supplenented cor anended, Pending such agreenent
the provisions of Part I1 of this Agreenent shall, notwith-
standing the nprovislons of paragraph 2 of this Artlicle
continue to apply as between such con*ractzng party an&

other contracting parties, :

6. - Contracting parties which are Menbers of the Inter-
national Trade Organization shall not invoke the nrovisions
of this figreement so as to prevent the operation of any
provision of the Havana Chartcr. he application cof the
principle underlying this paragraph to any contracting party
which is not a Menber of the International Trade Organlzation
shall be the subject of an agreement pursuant to paragraph 5
of this Article."
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ANNEX IT
DRAFT OF PROTOCOL CONTAINING AMENDMENTS TO
PART II
The Governments of acting

in their capacity of contracting parties to the Jeneral
Agreement on Tariffs and Trade (hereinafter veferred to
as the Agreement),

desiring to effect an amendment to the Agreement,
pursuant to the provisions of Article XXX thereof,

HEREBY AGREE AS FOLLOWS:-

1. The texts of Articles III, VI, XIII, XV, XVIII and XXVI
of the Agreement shall read as follows:=-

2. This Protocol done in a single English and a single
French original both texts authentic shall, following its
signature at the close of the Second Session of the
Contracting Parties, be deposited with the Secretary-General
of the United Nations, - The deposit of the Protocol will,
as from the date of deposit, constitute the deposit of the
instruments of acceptance of the amendment set out in
"paragraph 1 of this Protocol by any government whose
representative has signed without qualification. The
instruments of acceptance of other governments will be
deposited with the Secretary-General of the United Nations.

= 3, The amendment set out in paragraph 1 of this Protocol

shall enter into force upon acceptance of it by two thirds
of the governments which are at that time contracting parties.

4, The Secretary-General of the United Nations will inform
all interested governments of each acceptance of the amend-
ment set out in this Protocol and of the date upon which
such amendment enters into force, The Secretary-General is
authorized to effect registration of this Protocol at the
appropriate time.

IN WITNESS JHEREQOF the respective ropresentativas doly
authorized to that effect, have signed the present Protocol.
DONE at Geneva thils day of August onc thousand nlac
hundred and forty eight.




