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GENERAL AGREEMENT ON T.RIFFS AND TRLDE
Contracting Parties
Third Session

Request by the Government of Pakistan for a
Decision by the Contracting Parties under -ipticle XXIIT

By letter dnted 12th February 1949, the Government of _
Pakistan has requested. that the agenda for the Third Session of
.the Contracting Parties should include~the'question of discrimi-

nation by the Government of India in the rebate of excise duties
on certain products exported from I-“fia. '
The following is the text of the letters -

“Subject:- Refusgal of India to grant MN-F-N
‘ Ireatment to Pakistan. . - ' ,
"I have the honour to refer to the ruling given by

the Chairman of ‘the CONTRACTING PiRTIES conteined in Docu-
ment No.GATT/CP.2/SR.11, dated the 24th A -est, 1948 relat-
ing to the interpretation of the Most-Favoured-Nation Clause
(irticle I, paragraph 1 of General .greement on Tariffs and
Trade) sought by the Paskistan Delegation. .Lfter giving this
ruling the C-u.rman expressed the hope that the representa-
tives of the two countrics would discuss the mattér and
reach a settlehent. . ~ :

. "2. While the Scssion was in progress, the Pakistan
Delegation rcported to their Government that in the light of
the above ruling an approach may again be made in writlng to
the Government of India drawing their attention to the dis-
criminatory treatment which was being accorded to Pekistan.
iceordingly the Government of Pakistan addrcssed the Govern-
ment of India on the 10th Sc tember, 1948 recuesting them to
allow rebate of excise duty on export of goods on waiich re-
batc was being allowed by them to other countries. The
Government of India considered this request and eventually
replied that as the Indian Delegation had rescrved its
position at the Second Session of thc CONTR.CTING PiRTI.S
at Grneva and had expressed their inability to make any
commitment regarding the interpretation given by the Chair-
man,- the Government of India could not accept the claim that
Pakistan w~s entitled to the same treatment in respect of
rebate as was being granted to other countries. The full
text of their letter is attached. '

"3, In spite of 'this categorical refusal of the Govern-
ment of I.wiiz, the Government of Pakistan continued their
efforts to pcrsuadce the Government of India to accept the
ruling of the Chairman and took up thec matter at the Inter-
Dominion Conference held at Delhi in December, 1948.. The
Government of India again refused to grant to Pakistan the
right to obtain recbate of cxcise dutv. Relevant extracts of
the verbatim record of thc statement made by the Leader of
the Indian Delegation at the Delhi Confcrence and supplied
to Pakistan at the request of their Leasfer sre reproduced
below:
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'"The Hon'hle Mr.

k. Gopalaswami .yyangar: 'I would like, first of all, to
say that during the last few days I have tricd to give
this mctter a certain amount of intensce study and the
first result from that study is that the so-cnlled ruling
~wver ot Genieva will not stand examination before any
impartial tribunal. I hold the view - and I Tuink 1t can
be maintained - thnot on the basis of the gencral agrec-
ment with regard to trade and tariffs and the provisions

made therein, the inturprotntlon by thc person who was

in the C' . ir could be justificd only by the words he
interpolatecd into irticle I which he was called upon to
intcrpret.! :

"L, 4is there was another occasion to re-open this matter

at the Inter-Dominion Conference scheduled for January, 1949
at Karachi, bcfore referring the case to the CONTR..CTING
Pi.RTIES, the Leader of the Pakistan Delegation regucested the
idian Delegﬂtion to reconsider their attitude. .ftcr dis-
cussion at this Confcerence, the Lcader of the Iiii-n Dcla-
gation who rcemained unconvinced summed up the pesition of his
Government as under:

'The Hon'ble Mr. .

N. Gopalaswami Lyyangar: 'We certainly adhcre to the posi-
tion that the Most Favoured Nation clausc does not apply
to cxcisc dutics of this description but we are quite
willing to consider the question of rcbatcs even in such
cxeise dutics as part of a comnrchensive arrangomert
between the two Dominions. That is our position and if
you are going to take your stand mecrely on the application
of the Most Favoured Natilon clausc to this particular form
of duty then we have got to say we cannot agrce.'

"5, Since rcpeated efforts of the Govermment of Pokistan
to bring about a satisfactory settlemoent with the Government
of India on this casc have failed, T am directed to say that
the Government of Pakistan are constrained to rcfer the
matter to the CONTRLCTILG P..RTI.S for their decision under
orticle XXIII of the Gencrol .greement on Teoriffs =nd Trade.
In the opinion of the Government of Pakistan, the Government
of India have frilcd to carry out their obligations under the
General /grecment cn Tariffs and Trede and have applicd
measurcs which conflict wi%h the provisions of JLrticle I of
that ..grcement and with the principle of non-discrimination
on which it is based. . tclegraphic recouest to put this
matter on thc agenda for the ensuing scssion of CONTR.CTING
P.RTIES to the General sgrceement on Tariffs and Trade has al-
rcady been scnt to the Executive Sceretary. Intorin Cormission
for the Internaticnal Trade Organization which 1 am direccted
to confirm. The toxt of this tclegrem is reproduced belows:

'Number 351/105 stop Kindly refer to C nirmans ruling on
interprctotion of clause one of GLTT vide document
G.TT/CP.2/SR.11 dated 24th .Luvgust 1948 stop Under this
ruling matter wns taken up with India Governmcent in
writing in accordance with Jrticle XXITT nnd also de-
bated with I <.~ at Intcr-Dominion Conference mcetings
stop India Government do not rcepeat not agree that the
grant of rcbote of excisc duty allowed by them to other
countrics on exportation of goods but denicd to Pakistan
is in violation of Most Favourod Kation Clause stcp
Since I-dia refuses to abide by C .airmans ruling and
persists in not repeat not gronting the rcbate thoercby
discrimin~ting against Pakistan Govornment of Pakistan
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~wish to seek redress through good offices of CONTR.CTING
F..dTIES stop Jccordingly rcquest th-t complaint of
Pakistan agalinst violation of Most Favourecd Nation Clausec
by Indis mey be registorcd as item of agenda for the en-
suing session of CONTR.CTING PLRTIES scheduled for Jpril
1949

"I am to request that this complaint of the Govern-
ment of Pakistan may be circulated to the CONTR.CTING :L..RTIES
sufficiently in advance of the coming session.

"6. In-this conncetion it may be recalled that when this
question was raised by the Paklstan Delegntion at Geneva they
drew attention of the CONTR.CTIKG »..RTIES to the recurring
loss of about rupces scventy million per annum to Pakistan
and in this context they stnanted that if the ruling was in
thelr favour it should take effcct from the date rakistan and
India acceded to the .igrcecement."

(Enclosure)
11} Copy
7/2-CX/48.
‘GOVERNMENT OF IREDI.
MINISTRY CF FIN.NCE
New Dclhi the 24%th November 1948.

"From T Secretary to the Government of India.

To we Secrctary to the Government of Fakistan,
Ministry of Finance, Karachi.

Sir,

Subject:~- Claim for rcbatce of excisc duty on
excisable comnoditics exported from
Indjia to Pakistan.

"With refercnce to your letter No.169-Cus/47 dated the
10th Suptember 1948 on the subject mentionecd above, I am:
directed to say that while the C airmen of the Second Session
of the Contracting ¥artlcs oo the General .greecment on
Tariffs and Trade held at Geneva gave at the rcquest of the
fakistan Delegation an intcrpret~tion of paragraph I of .rti-
cle I of the lgreemsnt, he made it clear th~t the 1ssue before
the Contracting vartics was not a disputc between two Con-
tracting Parties, but mcrely a reguest by one contracting
party for an interpretation of provision of the .jircement.
(See Gu...T.T./CP.2/SR.II dated the 24th iugust 1943). It
should also be¢ noted th-t on that occasion the Indian Dele-
gotion reserved its position and expressed its inability to
make any comnitment regarding the intcrpretation given by the
C:rir~an. In the light of this, the Govermment of I "i:- regret
their inability to accept the claim made in your letter that
rakistan is cntitled to the same facilities in respect of re-
bate and export under bond as arc grantcd to other countries
under Rules 12 and 13 of the Central Excisc Reles, 1944 in so
far as the claim is based on thnt interpretotion. If, how-
cver, thc Govermment of rakistan feel that discussions regard-
ing a comprehensive settlemcnt such as was contemplated in
October 19%7, which would of coursc include this particular
natter relating to Central Excise, or soxe othor equitable pro-
posal could usefully be started, the Govcrmment of India would
be prepared to consider the natter further.

Yours faithfully,

54/- K. R. K. Mcnon,
SECRFTARY TO THE GOVERNMENT OF INDIL ™



