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FOURTH REPORT OF WORKING PARTY 2 ON ARTICLE XVIII (REVISED)

As dpproved by the CONTRA‘CTING PARTIES .

1. Working Party 2 on Article XVIII was appointed at the fourth
meeting of the Session on 14 April 1949, and was given the following
tems of reference:
"(a) to exomine the statements submitted by contracting narties
in support of measures notified under paragraph 11 of
Article XVIII and the objections to these iieasures lodzed by
contracting parties which consider their interests to be
affected;
(b) to take account of the points raised in the discussions
at this session;

(¢) to report thereon to the CONTRACTING PARTIES."

At the fourteenth meeting the application of Ceylon for the adoption
of new measures under paragraph 7 of Article XVIII was referred to the

Working Party and this is still under consideration.

2., The Working Party consisted of representatives of Australia,
Canada, Chile, Cuba, France, India, the Netherlands, Syria, the
United Kingdom and the United States, under the chairmanship of

Mr. C.L. HZWITT (Australia). Representatives of Belgium, Ceylon,
Lebanon and Pakistan attended meetings and, by invitation, took part
in the discussions when matters of interest to them were considered.
Observers from other delegations, including those of acccdihg

governments, wercec also present at a number of meetings.,

3. The Working Party has held 53 meetings and has submitted three
interin reports on matters which czlled for urgentconsiderction by
the COITR.ACTING PARTIES, .namely:

1. The Report on Notification by Acceding Govermnments
(GATT/CP.3/21).

1. (GATT/CP.3/SR.39 and L4O)
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2, The Report on Extension of the Last Dates for Submission
of Statements and Lodging of Objections (GATT/CP.3/29 & Corr.l).

3. Tho Report on thec Datc of Decision on the Ceylon Application
(GATT/CP.3/36).
The Working Party also submitted to the CTHTRACTING PARTIES and
circulated to acceding governments a nemorandum of guidance for
notifiecation of existing measures under paragraphlll of Article XVIII
(GATT/CP.3/34).

4, This Report deals with other natters which were referred to the
Working Party, but not with the Ceylon applicction.

5. The following sections of the report deal scparately with the
measures notified by present contracting parties under paragraph 11 .

of Article XVIII (Soctions A to G); procedures between sessions for
existing and new moasures (Scetion H); and procedures under Article
XVIII with respect to 1icasures permitted by the Protocols of Provisional
Application and Ascession (Section I). Appended to the Report are a
formal decision which the working Party recomuends be adopted, and
annexes which are referred to in the text of the report.
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EECTION A: THE MEASURES NOTIFIED BY THE GOVERNMENT OF THE NETHERLANDS
IN RESPECT OF INDONESIA

6, The Working Party considered the telegram of 31 December 19,8
from the Netherlands Govermment to the Chairman of the CONTRACTING
PARTIES (GATT/CP.3/1/4dd,1) and the statement by the Netherlands.
representative at the third meeting of the CONTRACTING PARTIES
concerning the measures notified by that Government in respect of
Indonesia,

7. The Working Party took note of the withdrawsl of the
notification, and agreed with the representative of the Netherlands
tﬁatlif ond when the measures ceased to be applied under Article
XII, it would be open to the Netherlands Government to apply to the
CONTRACTING PARTIES for conslderation of these measures under the
provisions of Article XVIII relating to new measures,
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SECTION B: THE MEASURES NOTIFIE) BY THE GOVERNMENT OF CHILE

8. The Working Party consicered the statement submitted by the
Government of Chile (GATT/CP.3/1/idd.3) and a further oral statement
made by the represontative of Chile, The Working Party noted the
statement of the representative Jf Chile that:

(a) the measures notified under paragraph 1l of Article XVIII
were mostly proclaimed Ly decisions or decrees during the war,
particularly towards its close, manifestly for the establish~
ment and development of domestic industries and branches of
agriculture, The protective measures ~-neieted of
(1) the fixing of imrport quotas, and
(ii) the withholding of import licences;

(b) in recent ysars, measures to safeguard the balance of
payments, which first had been applied long before the
institution of the protective measures, had been extended and
there was now a complcte control over the products which were
permitted to be inmpori:d; eand

(¢) consequently, all measurcs previously adopted for the
protection of domestic industry had been suspended and were
superseded in operation by measures taken to safeguard the

balance of payments,

9. It wes the opinioa of the Working Farty that since the measures
currently in force in Chile ior tue safeguard of the balance of payments
applied to the products in respsct of which protective measures had been
notified under paragraph 1li of Article XVIII; and since the measures were
heing applied under the provisions of Article XII of the Agreement, it ‘
was not necessary for the CONTRACTING'PARTIES to examine and give a
determination concerning the maintenance of the mecsures under the
provisions of paragreph 12 of Arbticle XVIII, Consequently, the

Working Party did not exarine the elizibility of thece measures under
Article XVIII, The Working larty alsc noted that if; and when,

thease measures ceased to be appiizd uader Artirle YTT. i{ would be

open to the Chilean Government 4o notify the CONTRACTING PARTIES under
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paragraph 6 of Article XVIII end apply for consideration under
paragrarh 7 or 8 of that Article of measures for the purpose of

- promoting acanomic development or reconstruction, at that time,
when considering any measures notified in these-circumstances,

the CONTRACTING PARTIES would have regard to all relevant facts.
It would be open to the Chilean Government, at that time, to refer
to the fact that in the past the measures had been maintained
originally for the r-:-~pa- of development, Moreover, the Chilesu
Government would be free to apply in accordence with paragraph 6
of Article XVIII in advance of the date et which ihe measuree
ceased to be rralied ynder fytiels XIIT,
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SECTION C: THE MEASURE NOTIFIED BY THF GOVERNMENT OF THE UNITED
KINGDOM IN RESPECT OF MAURITIUS

10, Aftdr discussion the Working Party agreod that Mauritius's
import restriction on tea, in respect of which a statement (annex to
GATT/CP.3/1) had been submitted by the United Kingdom, was eligible
for consideration under Article XVIII,  Subsequently, however, the
United Kingdom representzstive stated that the Government of Mawritius,
on the advice of the United Kingdom Government, had decided that the
purpose of the measure cculd equally well ke met by tariff protection,
and that the restriction would be withdrewn, with effect from

3 January 1950, which was the earliest date by which; in view of the
legislative procedure and programme cf Mouritius, the tariff rates

could be modified (cf. GATT/CP.3/32 ard Corrsl).

13, The Working Party accepted this shatement, and asked the

Unit d Kingdom delegation ‘o convey its thanks to the Mauritius
Government for the action it had tekea. In accordance with the
srovisions of paragrapn 14 of “r+tinzle XVIII, the Working Party
recommends that the CONTRACTING PARTIES approvs the maintenance of
the measure wntil 1 Januvary 1950 in order %o enable the Customs duty

to be modified,
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SECTION D: THE MEASURE KOTIFIZD BY THE GOVERLKMENT CF THE UNITED KINGDUM
IN ROSPECT OF NORTHERN RHODESIA

12, The Working Party examined the siatement (Arnex to GLTT/CP.3/1)
subtmitted by the United Kinsdeom on behalf of Nerthern Rhodesia in recpect
of whe import prohibition on "filled! soap (i,e:. socap with a free fatty

acid content of not less than 45 per cent ornd nct mere than 52 per ceat.)

13, In considering the eligibiiity of the measure the Workinz Party
agreed that: -

(a) it had been notified in accordance with paragraph 11 of
Article ZVINI, ae modified in respect of jorthern Zadesia

by the cecision or the CONTRACTING PARTIES at their second

sessiony

(b) it related to an iiwn on which no obliw"tlan unad besn assumed
oy horonerin Rhodesia under Article II of the Agreeasnt,

14, The Working Party fownd sone difficulty, however, in deteinining

.

that the mzasure met ths criteria of non-diserimination and development.

15, 45 resarde non-diseriminotion the representative ou the Uirited

‘Kingdom said that the import of n£illedt sozp was prohibited cavy from

the Belgian Congo, and (by a separate agsrecment between the two governments)
from Sovthera Rhodeciz, Bubt the discrimination was apperunt rather than
rcal since these two countries wevre the only potuntizl suppliers ci the
comnodity to Northcrr Rhodesia.  However, the Goverrment of Horthern
Rhodzsia were prepared to maks the measure formially as well o _cbwaLly

non-discriminztor if the COHIRLCTING PARTIES so desived.
2

16, It was suggestied by somc members of the Working rarty that the
developrent aspect of the messuce whs subordinale ta the purpose of
rroteciion azpinst comretitisn from the Belgian Conge. The Unitad
Kinsdon representative exoiaic:d that thore l been originally whirec
rurnoses for the nensurs, The first (which was more siziifi-~ant during
tae war than at the prosent time) was to ensure suppiies ol ssap s
Northern Rhodesia Tre second was the develoumzni of the incusicy which,
elthough swall, was valvallle in view nf Norther:n Rhodesiats need ‘o
diversify her cconomy, which was far tco depende at oa uhe T incuc-vy;
The third reason was the need to pretect industry against exports of soap
from the Belgian Congo in view of certoin exceptional circumstances,  The
export of low--grade palm oil (from whici nfillecn £02p was made) fror the
Belgian Congo was prohihitad althougn the Belgian Government permitted its

use for the manufacture of #£illadh g3ap by domestic producars, Norther:
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Rhodesian manufacturers, not having acecess to the same cheap raw material
werc unable to compete on equal termus with the Belgizn Cono soap
manufacturers, and the price differential betw:iun the products of the

two countrics, after allowing for a custous duty of 25 per cent in

Northern Rhodesia, was considerable,

17, The Belgian representative stated that, in view of (1) the present
prian ~f high grade oil, (2) the Tact that the Belsdan Conjo exports vaw
materials containing 7.5% of frec fatty acid, similar, thercefore, to low
grade oil, and (3) the Rhodesian customs duty of 253, the fact that the
rhodesian industry wzs not able to obtain from the Belgian Conpo palm oll
with 8.5% free fatty z2cid content was not sufricient to establish that

this incustry could not compete on equal teras witn the Congo soap inuust:

13. The Working Party was informed that on the initiative of the United
Kingzdom, the delegations of Belgiuwn and the United Kingdom, during: the cou
of the present session, discussed the possibility of negotiatings an
arransenent to meet the third purpose of the ncasure referred to in
paragraph 16 above, and that these discussions had no successful results.
Statements by both delegations in relation to those discussions zre

contained in letters annexed to the Report (annex D).

19, The United Kingdom representative stated that, while regretting the
failure to negotiatc an arrangeaucnt with the Belgiun Governuient; in wicw
of the doubts cxpressed about the adeguacy of the development aspect of th
weosure in torme of artlele XVIITF the United Kie low Gopseewal b, ofter
consultation with the Government of Northern Rhodesia; had decided to
withdraw the application. The measure would accordingly be withdrawn and
some other mciius of protection consistent with the Agreement would be
adopted, Since, however, it was not yet known what form such protection
should most suitably take, it was nccessery that the Government of Northern
Rhodesia shculd have an cdeguate time te change its arrangements,  Thz
United XKingdom reprosentative therefore asked that a period of nine months
should bc allowed for the withdrawal of the ricagure.

20. The Working Party took note of the strtemuxnt that the measure
would be withdrawn and agreed to recommend to the CONTRACTING PARTIES,
in the light of 211 the clrcunstanccs, that the measure might be
mainteined for a period of nine months from the date of a decision by

the CONTRACTING PARTIES.
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SECTION E: THE MEASURE NOTIFIED BY THE GOVERNMENT OF CUBA.

21, The Working Party examined the statement submitted by the
Government of Cuba (GATT/CP.3/1/Add.L). A considerable amount of
information was added during the discussion, when oral and written
supplementary statements were presented by the representétive of

Cuba. Certain inadequacies appeared in the original statement,

and a revised statement (GATT/CP.3/1/Add.L/Rev.l) was submitted by

the Cuban delegation t~» the CONTRACTING PARTIES for their consideration.

22, The Werking Party noted that the measure consisted of the
fixing of an annual import qucta for the fibres of henequen and
sisal (Ex Cuban Customs Tariff Item 129-A "abaca, pita and other
hard fibres, raw or cumbed") equivalsnt to the quantity imported
into Cuba in the year 1936 and that each producing country received
an individual quota equal to its share in the import of the proguct
into Cuba in that representative year.
23. In considering the eligibility of the measure, the Working
Party established that: '

(a) the measure was duly notified to the CONTRACTING

PARTIES in accordance with paragraph 11 ..f
Article XVIII, and

(b) the item was not one in respect of which Cuba had
assumed an cbligation under Article II of the Agreement.

4

‘2h. The Working Party noted that although paragraph 4 of the
Décree of 23 June 1939 provided that the quota should not apply to the
United States, the measure was not discriminatcry in its effcct,
bacause the United States had not been a produccr of the products in
question. The provision in the Decree was made in accordance with
the terms of the trade agreement between the two countries concerned,
which had becn suspended upon the provisional application of the

General Agreement.,

25. To eliminate the formal element of discrimination, the Cpban
delegation stated that the Cuban Govermment would, as soon as po;sible,
take steps to eliminate the provision from the Decree. The Working
Party, therefore, proceeded tc¢ examine the developmental mature of. -the

measure.
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26, The Cuban representaﬁive brought to the notice of the Wworkirg
Party the fact that positive pléﬁs had been evolved for the
development of the production of henequen and sisal fibres,
particularly the latter, The objective of these plans was to expand
the production ultimately to hd;OO0,000 pounds per annum with 20,000
hectares under cultivation, 1In order to make the industrial products
more competitive in the world market plans have been made to
encourage the increased production of the higher grades of the flbres
and to induce manufacturers to use & larger proportion of these
higher grades, especially sisal, in their production., Moreover,
improvements in the quality of the fibres and in the method of
cultivation had also been undertaken with a view to improving the
marketability of the fibres. '

.~57. The Working Party studied the statistical and other
information proscnted by the Cuban delegation concerning the future
consumption, export potentialities and the plans for the expansion
of agricultural preduction. In studying the nature of the measure
in the light of these data, the Yorking Party recognized that the
development aspect of the measure was sufficicntly important to

e¢stablish its eligibility under the relevant provisions of Article XVIII.

28, The Cuban representative stated that the application was -made
under the provisions of sub-paragraph 8 (b) of the Article for a
rclease from the obligations under Article XI of the Agreement.

The Working Party considcerod bUic oppiication to be in accordancs
with the provisions of sub-paragraph 8 (b). As no contracting party
raised an objection to the measure as a party materially affected,
the Working Party concluded that a release, if granted, should be
under sub-paragraph 8 (b) (1) of the Article.

29. The Working Party also discussed with the representative of
Cuba the possibility of adopting a measure permitted under the
Agreement to replace the quantitative restriction on imports. The
Cuban representative stated that the removal of the present measurs
could not be undertaken until the branch of agriculture had beun
developed to a degree where it would be able to compete in the world
fibre market, and until the effect of a tariff had been sufficiently

studied and tested. The Cuban representative maintaincd that in
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order to susizin the confidence of investors and planters and to
cnsure the continued develomaent of the branch of agriculture, the
production should be »rotected fraa external competition for o
period of 10 years, cduriny the first part of which the usc of o

quantitative restriction would be essentizl,

30. The Working Party, thcrefore, in azreenent with the representotive
of Cuba, rocommends that the CONTR.CTING PARTIES grent a release under
the¢ provisions of Article XVIII for a pericd of five ycars on condition
that the formal discrimination conteincd in paragraph 4 of Decrec No.
1693 of 23 June 1939 be removed by the issue of o new decrce as coon

as possible.
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SECTION F: THE MEASURE NOTIFIED BY THE GOVERNMMENT OF INDIA.

31. The Working Party examincd the statcment submitted by the
Government of India (GATT/CP.3/1/Add.2) and took note of the
discussions on the measure at the third meeting of the CONTRACTING
PARTIES (cf. GATT/CP.3/SR.3 and Corr.2), The representative of
India also supplled certain supplementary information in response
to requests made by other members of the Workiné Party.

32. The Working Party noted $hat the measure involved the
prohibition of imports of grinding wheels and segments (Indian
Tariff Item No, 71(8)) except under licence. However, since the
intention was to restrict the lumportation of grinding wheels only
of the types, qualities and sizes which could be produced locally,
licences were granted freely in those cases where the goods to be
imported were of the types, qualities and sizes which were not
produced locally. The measure, therefore, related more precisely
only to Ex Item 71(8): grinding wheels of all types, qualities and
sizes from 1/L" to 36" diameter with the exception of rubber bonded

and diamond wheels.

33. It was also noted that as from 4 December 1948, on the
imposition of a protective tariff duty, import of this product has
been placed on the open general licence, which permits the
unrestricted import of this product into India under duty., The
Working Party first studied the question whether in view of this
action, taken prior to a decision being giveh by the CONTRACTING
PARTIES, the measure should still be accepted as oligible for
consideration under paragraph 11 of Article XVIII. The representatife
of India pointed out that the experimsnt with tariff protection was
carried out on the recommendation of the Indian Tariff Board with a
view to testing the market conditions and to secing whether it was
possible to dispense with the measure in the present state of
economic development. " The temporary relaxation of the measure was
therefore in full accord with the spirit of the Gcneral Agreement.
The Working Party agreed with the representative of India that the
temporary change in the administration of the measure did not

fundamentally affect the status of the mewsure. .In view of the fact
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that the mcasure was in force on September 1, 1947, the date
specified in paragraph 11, the WOrking Party was of the opinion
that it should be examined as an ocxisting measure under the

provisions of the Article.

34. In examining the measure under paragraph 11, the Working
Party established that:

(a) the measure was in force on September 1, 1947 and
notification had been given to the CONTRACTING PARTIES
before October 10, 1947; .

(b) the measure was non-discriminatory in nature; and

(¢) Indie had not assumed an obligation under aciicle II
of the Agreement in respect of grinding wheels.

_(d)  the purpose of the measure was the development of the

industry
(e) the measure was not otherwise permitted by the
Agreement,
35. The Represcntative of India requested that the application,

which was for a release from the obligations under Article XI of the
Agreement, bc considered under sub-paragraph 7 (a) (i) of Article XVIII,
the Working Party was informed that the grinding wheels industry was '
established in March 1939; that during the war abnormal conditions

had deprived the country of supplies from abroad of thec product in
question; that in consequence, governmental requirements of the
product were met by the domcestic prcduction up to the limit of the
expanding capacity of the industry; and that furthermore, the
Government had encouraged the production by permitting manufacturers

to import synthetic abrasive grains free of customs duty. The '
abnormal conditions continued to exist in the post-war period up till
the middle of 1947. At that juncture, market and supply conditions
wel'e so changed as to threaten the existence of the industry, and the
measure was required to assure its continued existence and further
development, In phe light of this information the Working Party was
satisfied that the measure fulfilled the conditions of sub-paragraph

7 (a) (1).

36, Sub-paragraph 7 (a) requires the CONTRACTING PARTIES to grant

a release pursuant to its provisions for a specified period.
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TheYWOrking Party heard the views of the ruepresenteotive of India, who
proposed a period of 10 years, and thosc of other nenmbers of the Working
Party, who suzzested that a nuch shorter period would bs sufficient in
this instones, The Indian representative stated, in support of his
sugzestion, that o rclease for a long perliod was necded in order to
assure producers of the domestic market and to induce furtner investment
for the develoment, which would holp to lower the costs of production
and zventually to meke the product competitive on the Indian :arket

with foreizn products,. Some members of the Working Party felt, that

the past uxpansién of the industry from 111 tons per annum in 1943 to
258 tons in 1947, suzgested that a nwuch shorter period than that proposed
by the Indian delegation would suffice for the expansion of the industry
to the estimated capacity of 400 to 450 tons per annum, which would be
sufficient to mect the present hone demand, and that in any case the use
of an import prohibition up to the staze wherc the industry was capable

of supplying the whole home demend was not necesserily justified,

37. On the whole the Working Porty felt that, at present, when the
restriction was not enforced, the dircet effect of the measure on the
industry was not clear and that the Working Party would'noﬁ be justified
in recormending a'long period of relcase without imore definite information
relating to the likely period required to protect the industry in the
light of the plans for expansion, The representative of India stated
that until there was some assurance that these measures could be utilised
the industry was hositant in fonaulating any plans for further expansion
beyond the present plant capacity. The problem before the Working Party
was therefore that on the one hand any period of release that was
recommended could not be based on any positive information. concerning
expansion, On the other hand, without the apyproval of the CONTRACTING
PARTIES to use the meusure, if it were required, no expansién would be
contenplated,

38, Moreover, as it was the intention of the Indian Government to
enforce the measure asain only in the event th&t the present protective
tariff should fall to afford the degree of protection nseded for the
industry, it was not known at present whether, and when, the measure
would be required for the purpose,

39. The Working Party, aftcr careful consideration and taking into

account all the circumstances, agreed to recommend that:
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the Government of India be allowed tc re-impose the
existing measurc on "Ex Item 71 (8): grinding wheels
of all types, qualities and sizes from 1/4" %o 36"
diameter with the exception of rubber bonded and
diamond wheels" at any time within three years from
the date of the decision; and

the period for which the measure could be maintained

"would be decided by the CONTRACTING PARTIES, in

accordance with paragraph 7 of Article XVIII, at the
first session subsequent to the re-imposition of the
measure, in the light of the facts relating to the
industry, established by the Government of India at
that time.
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SECTION G: THE MEASURES NOTIFIED BY THE GOVERNMENTS OF LEBANON
AND SYRIA

4O, The Working Party first examined the stetement sutmitted by the
governments of Lebanon and Syria (GATT/CP.3/1/4dd.5) as a whole and
heard an oral statement by the representative of Syria in support of
the meagures in general. The Working Party noted that, whilst
control was generally exercised by means of import licences, the
import restrictions differed in degree and in the methods of their
implementation with respect to different items. They involved not
only the fixing of quotas or total import prohibition, but also
monopoly systems in the case of certain products. The Syrian
representative stated that it was frum the provisions of Article XI
of the General Agréement that releases were sought under paragraph 12
of Article XVIII, and suggested that in the examination of the
meagures the provisions cf paragraph 8(b) would be relevant. The
Syrian representative also stated that the release were sought for a

pericd of 5 years with respect to all items,

hl; The representative of Syria, under instructions from the two
Governments concerned, withdrew a numbef of items from the notification
under irticle XVIII. The Syrian representative informed the Working
Party, that, without prejudice to the future right of the Governments

of Lebanon and Syria to apply undor paragreph 7 or 8 of Article
XVIII, the inport of thosc items wae now being controlled undor
‘Articlc AII of tho Airovosnd,

42, The Working Party had had for its consideration the list of
procucts contained in /nnex B to GATT/CP.2/38/Rev.l. The following
items remained for its consideration after the withdrawal referred to

above:

55 & 59 Oranges, lemons and similar fruits; and apples,
pears and quinces o

Ex 68 Wheat
71 Barley
75(a) Wheat flour
122 Sugar

132 Chocoléte and artieles made of chocolate
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137 to 14, Preserves of vegetables or fruits

LL9 to L6l  Fabrics of pure silk
192 Cement

470 to 492 Febrics of artifiecial silk (except 477 and L486:2)
518 Raw Cotton

522 to 524 Cotton yarn or thread (oxcept 522 b.4)

527 to 540 Cotton fabrics

580 to 583 Hosiery (except 580 A a and b, and 581 A)

663 to 68l Glass and glass ware

A precise description of these produets, together with the tariff item
numbers and descriptions under which these products fall, is contained
in Annex B to this report,

43. The Working Party exemined the sligiblility of sach of these
measures, However, the measures had cort@in ecormon features, which
enabled the Working Party to reach the following coneclusions with
respect to all of them on the basis of the information sutnmitted:
(a) the iensures existed on 1 September 1947 and notification
had been duly given to the CONTRACTING P.RTIES before
10 October 1947 of these measures;
(b) the measures were non-discriminatory in nature;
(¢) the measures did not affect any item in respect of which
Lebanon and Syria had assumed an obligation under Article II
of the General igreement.

44y, There has been circulated to the CONTR..CTING PARTIES a compilation
of the information concerning these items (GATT/CP.3/WP.2/9) supplied
by the delegations of Syria and Lebanon in the course of the examination
of the measures by the Working Party,

L5. The considerationsof the Working Party on the nature of the measures
and their purposes with particular reference to the establishment,
development and rcconstruction of the industries concerned are set out

below together with its final recommendations for ecch item,

(A) Citrus and other fruits

L6. The Working Party noted that the import control on these products
was carried out by means of the withholding of import licences according
to crop conditions and variation in the home demand, It was
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noted in the statement made by the Syrian representative that a larpe
scale irrigntion prosramme had besn el up beforc the war by the
government of Lebanon, aiming at Increasing the area cf land under
cultivaticn «nd improving borh tre.guality and the quantity of the
output- Implementation of the prosremme, however, had been delayed
by varie'z clrcumstanses, i:cluline those eaused by the wars .
furtherrore, the inhérent high costs of procuction of such fruits as
apprles, pears and quincas due to the type of jand used, was further
increased by the rise in labowr eosts and rendered omestic supply
incapable of comreting with Imporved fruits, whicha threatened the .
branch cof agriculture., The zovernrent of Lebonon therefore intended
to moderhice th. equipment -and-met od of cultivation with a visw to
lowecring the costs of produechlion nvd ko developing. the branch of
ayriculturc to the pecint where it could compete with foreicn
preducts. In Syria tlie some situabticn obtained; but here the
activities ol cxterding the irrigution systcem and ineresasine the
nunber of plant nurscries and agricoulbuaral. institutions were

supplerented by the astabvlishment. of reirigeration industriese

L7« With vespect to .citrus fondibs, the represefitative of Syria
also pointed out that in the years tetween 1932 and 1947, the planta-
tions had suffersd serioud war damzge. The mijitary cpsrations

in 1941 took place rrecisely in th-% paction of the Tebanese coastal
area where citrus fruit growing was most flourishing before 1939.

The reconstruction of devas@ated'pnuhards.was thereforc one of the
chief ractors to e takern i-%2 ~oncideration with respect to citrus

fruit producti.n,

'

L8:  The Working Pari.; cawe %o &he sancingisn that the facts rerarding =
the develeopuent of such fruits inm gencral and the reconstruction of
citrus fruit orchairds werc sw! ligient-to make .the messure. eligible

undur paragrarh 11 of Article XVIII.

L9 The Werking Pariy agrmesd fo wes~umoid thet o relesse ke granted

under paragrapii 12 of Article AVIII for the mainitenance of the

measure for a pericd of five yearse

{B) Wheat
50, wug WorWing Pucly unted vhaet Lhe counleol of whoat at the time

of notificatlion took the form of a state monopoly, with the
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administration in charge of the monopoly fixinz the quita for
imports and exports on the basis of the praduction situation. When
the monopoly was abolished:in March 1949, the licensinz system
remained in foree and becume the sole means of affectine the
control, the quctas being now fixed by the Ministry ¢f National
ﬁconomy: ‘

51+ The rcpresentatives £ 0;r7a -~nl Lehancen brousht to the
attention of the Working Party the cdevelopmental features of wheat
production. Specifically, parts of the Jeziren.area were broucht
under cultivation and sown tc ceréals and cotton in 1937, and
development of this area was continued thfoughout the war with the
adoption of up-to-dave methods of cultivetion srd modern aquirmcnt;‘
1,500 tons of agriculturzl machinery were shirped to this area alone
in 1948, and the use of chemical fertilizars was‘graduélly promoted.
The Working Party was informed that the decline in the yield in
1947 was due to unfavourable weather coniiticns and that froduction
had been ccnsiderably greater in 1948 and 1949, 2ltjiough nc precise
tigures were yet available¢ A sharp fall in the world price 6f wheat

had occurred since thc end of the wur.

52+ The Wbrking Party agreed that the measure was eligible undef
paragraph 11, and agreed to rccommend that a release be granted
under paragraph 12 of Article XVIII for the maintenance of the

measv-e for a period of five yearse

(c) Barley

53. The ﬂﬁport restriction on barley was "effected ty means of a

monooly whiéh was subsequently abolished and supercedéd‘by the

use of the licensing system, as in the case of wheat. In examining
‘this item th: Working Party feit that the information presented by
the delegations concerhed was inadequate. The development nature wag
not borne out by the figures relating 4o the area‘ahc ¥..ic in recent
years, nor has it been completely substantiated by.any-dther . )
evidencé; The Working Party was informed that the decline .in the yield
in i9h7 was due to unfavourable weather conditiqns:and that
production has bheen greaier in 1948 and'l9hgo Wopld price of barley
had also fallen considerably since the eﬁdAog the waro The
‘representative of Syria stated ihat.the need for the‘maintenaﬁce cf

the measure wa2s imperative for the time bzing and that the lack of
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substantial information was dve to administrotive difficulties,
resulting from the abnormal conditicns prevailing in the two

countries.

54s The Working Party considered that a prima facle case only had
been made out in respect of the development aspect of the measure
and felt unable to recommend a release for the five years as
requested., The Working Party accordingly recommen:ds that a

release be zranted for the maintenance of the measure for a shorter
period of two years only,on the understanding that it would be open
to the Governments of Lebanon end 8yria tc make a further
application before thc end of that period, with tho #upport of nore
complete information and in the light of any further progreés in the
development of the branch of agriculture at that time. The ‘

repregentative of Syria acreed to this recommendation.

SD} Wheat Flour

55.. The Working Party considered the quantitative restriction on
wheat.. flour in conjunction with the measure relating to wheat. It
was the view of the Weorking Farty that, since the measure relating
to wheat had been justified, to make that restriction effective it -
would be necessary for the two governments to restrict imports of
wheat flour, as it was felt that the free importation of wheat
flour into the countries concerned would have the same effect on
wheat growiné as the unrestricted inflow of the agricultural product
itself. The me-~sure relating to the import restriction on flour was
therefore eligible for consideration because of the development of

wheat, production.

56« The Working Party therefore recommends that a release be granted
under paraspaph 12 of Article XVIII for the maintenance of the

measure for a2 period of five years.

SE[ Sugar

57 The Working Party noted that crystallized, loaf andzlump sugar
was controlled in Syria by the monopoly law.ahd imported by the
State under contract to be scld on the domestic market at cost price
plus a variable tax. In Lebanon, however, the only formality
required for the import of sugar was an import licence« It was
understood that the monopoly system in Syria might be replaced by a
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quota system in the near future which wounld not-be more: restriciive.

of imports than the present system.

58, The representative'of Syria stated that whereas at the
beginning of the war there had been only one sugar mill, in 1949
there weine theoc sugny wmills, The prospects for expansion were
favourable as the present production covered only 30% of dcmestic »
consumption, and since there were vast areas in Syria suitvable for

“the growinz of beet ~nd sugar cane.

59« In view of the expansicn and anticipated expansion of the
industry, the Working Party agreed that the measure was eligible under
paragravh 1l. The Worhing Party recommends that a release be sranted
under paragraph 12 cf Article XVIII for the maintenance of the

measure for a reriod of five yearse

(F) Chocolate and Articles Made of Checolate
60. The Working Party noted that the industry had been set up after

the first world war. Although there were increases in output of
chocolate in Lebanon, no figures were suprlied to indicate expansion
of the industry in Syria. It was n-t clear that the industry wes
particularly suitable for development in these countries or that
much further expansion could be achieved. However, the Working
Party noted that experiments were being made with certain types of

chocolate in two new factories at Brirut and Damascus.

6l. The Werking Party considered that a prima facie case only had
been made out in respect of the development aspect: of the measﬁrc, ~ni
felt unable to recommend a release for the proposed five year periode.
The Working Party, accordingly, recommends that a release te granted
for a period of two years, on the understanding that it would be open
to the Government of Lebanon and Syria to mzke a further application
with the support of more complete infcrmation and in the ligﬁt of any
further progress in the development of the industry at that time.

This recommendation was agreeable to the representative of Syria.

62, The representative of the United States, however, did not

participate in the decisior.

(G) _ Preserves of vegstables and fruits

63. The Working Party was informed that the import restricticn cn the

products of the industfy was necessary more for the reéonstructioh of
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the industry than for its developmsnt. During the last war
development of the industry had been on an excertional scale owing
to the presence of allied troops in the Middle East and prevailing
difficulties in obtaining supplies from abroad. Durins the pcak
period production had been three times as high as the pre-war level.
Machinery in the incustry was overworked while replacement was
impossible and maintenance inadequate. Partly es a result of other
factors incrcasing the costs of production, post-war production

had fallen ccnsiderably below the rre-war level.

4. The situation caused the two Governments in 1946 to intervens
and impocse the measure in order to restore producticn to the
pre-war level. Plans for reconstruction had becen alopted and
machinery was being bought from abroad and installed. It was the
belief of both the Governments concerned that once the re-equipment
of the indudtry was completed, output would be increased and the
costs of production in the industry would be broucht down to a

competitive level, thus making the measure unneccsesary.

65. In view of the cvident neced for reconstruction of the
industry; the Working Party agreed that the measure was eligible
under paragraph 11 of Article XVIII. The working Party also took
note of the statement by the representative of Syria that the two
Governments would as soon as practicable replace the m2asure with
tariff protections With this understanding, the Working Party
recommends that a release bz granted under paragfaph 12 of
Article XVII1 for the maintenance of the measure for a period cf

five yearsa

H Cement

66« The representative of Syria assertod that the industry was being
devaloped and the mesasure was necessary to ensure to it an adequate
domestie markets In this connection the Syrlian representative referred
to the establishment of a new factory in Aleppo, which was almost.
ready to begin production. Capital was alsc b2ing invested in the
csvablished factories for the renewal of cbsolete equipment in order to
ralsc productione The extensive constructisn plans of the country
created for the industry a high demand for cement which, but for the
present price and cost differentials, would automatically stimulate
the expansicn and promote the development of  the iﬁdustry. In addition
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to the seneral inflation and the hish costs of living, an inpsriant
factor in present costs was the hizh prices of niported fuel oil
used by the industry. It was anticinated thot when now pipe-lins
supplies were available locally, thess costs would be substantially
reduced.

67. The representative of Syria further stated that the Governments
would runove the quantitative restriction as soon as possible, He

agreed that a period of thruec years would be zeceptnble, stating that

the Govermments of Lebonon and Syric would ramove the mecsure before

thot tine if the czuses of the high costs rafcrred to above had been
corrccted within the period, and thet, on the other hana, the Governments
concerned might apply for a release for continuing the nzintenance of

the measure beyond that time, if it should actually appear nccessary,

68. The Working Party azreed that the measurc was eligible under
parzsraph 11 and recormends that 2 release be rraznted under paragraph

12 for the maintenance of the :aeesure for a period of three yeors,

{I) Row Cotton

69. The representative of é&ri: stated that cotton production had

been extensively developed in rucent years, He roferred to the
successful experiments carried out in recent years in the growing

of /imericon and BEzyptian varictics on Syrian soil, andt the expansion
of the are~ under cotton cultivation since the year 1943-1744. To
enable further developmenu the measure was, however, needed owing to the

much lower world market price of cotton.

70. The Syrian rcpresentativé explained that export of raw cotton from
Syria and Lebanon had always been insignificant and thot the large cotton
exports in 1938 shown in the statisticol tables represented the re-export
"~ of imported Egyptian cotton and not exports of Syro-Lebzonese production,

71. The Working Party coneluded that the import restriection on
eotton was eligible under paragraph 11 and, taking account of the
Syr'ian need for eccnomic development and the importance of this crop
in Syrian agriculture, rccommends that 2 release be granted under
paregraph 12 for the maintenance of the measure for a period of five
years,
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(J) _Cotton Yarn or Thread
72. The Syrian representative stated that the Cotton Spinning
industry,which was founded in the late ninetsen thirties, processed

domestic production of ginned cctton and supplied the raw material
for the textile industry. The production of this key industry had
increased steadily since its establishment; new spinning mills had
been set up, and the number of spindles had increased considerably
since 1944, Purther plans had been recently adopted for expansion
to meet the requirements of the textile industry. The measure was
needed to encourage this development particularly in view of the

present hirch costs in relation tc world rrices.

73« The Working Party, having regard to the key pcsiticn of the
industry in the economy of the applicant contracting par-ies,
considered that the measure was eligible under paragrarh 11 of
Article XVIII. It recommends therefore that a release be granted
under parazraph 12 of Article XVIII for the maintenance of the

measure.for a period of five yearse

(K) Cotton Textiles

74« The representative. of Syria proposed that fabrics of cotton,

silk and artificial silk be considered together since the
industries, thouzh using different raw materials and producing
different proaucts were interrelated and had similar problems.

It was stated.thaﬁ the modern machine weaving industry, as distinct
from handicraft, began 1n 1927, when power locms were introduced.
At present even with the constant expansion of thg machine weaving
branch, the modernizatién of this industry was still in its early
stages. To reduce the price of these fabrics, the Governments had
taken steps to encourage the introduction of more power looms.

It was hoped to increase the number of power looms to’1000 with an

estimated annual production of 1,500 tons of fabrics.

75+  The Working Party considered first thé cotton textile industry.
In 1948,.3,200 tons of machinery wore imported and installed in the
two major factories at Damascus and Aleppo. Production had already
increased considerably in 1946 and 1947, although exact figures were
not yet available. The Syrian representative emphasized the potential
demand in the region for cotton fabrics, and said that the effect of
any industrialization and consequent inorease¢ in employment would be

a substantial increase in demand.
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76+« The Working Party acreed that the measure was elicible unicr
paragraph 11 cf the Article. The Working Party recommends that a
release be granted under paragrarh 12 for the maintenance of the

measure for 2 peried of five yearse.

(L) Natural and Artifickl Silk Fabrics

77« The majority of the Working Party felt that thc statoment and
data provided chiefly ccneerned cotton wenving ani did n:ot apply
to silk an: ertificial silk textilc rroductiecn. It was therefors
suggested that the Working Party rccommend that the measure be

withdrawn.

78. However, it was alsc f=lt that the abnormal sni difficult
circumstances in Lebanon and Syria had made it impossidle to

supply adequate information in support ¢f the measures. Execrtisnally,
therefore, the Working Party asreed to reccmmend that the

CONTR..CTING FARTIES Jefer a2 dscision cn these measures until the
fourth session and request the Governments of Syria and Lebanon,

if they wish to maintain the mzasures, tc submit a statoement in
support of them at least two months before the date cf the opening

of that session.

79« Annex A to tﬁe Report ccntains a draft of a decision giving
effcet to this recommendation and that relating to the hosiery
industry, as the CONTR..CTING PARTIES are required by parasraph 12

tc give a decision not later than 29 July, 1949, in the case of
Lebanen andi 30 Jﬁly, 1949, in the case of Syria. Jt is proposed that
- the CONTRACTING PARTIFS adept this decisicn which will =znable the
decisicn con the measures undar paragraph 12 to be taken at the

fourth sessione

(M) Hosiery

80. The Working Party found a similar abscnce of infoimatian and

accordingly recommends that the CONTR.L.CTING FLRTIES defer a decision
on the measure until the fourth session and requcst. the .Governments
of Lebanon and Syrla, if thcy wish te maintain the measure, to submit
a statement in support of it at least_two months before the date

of the opening of that sessicne

3l. The deelsion contained in Annex A also relates to this measure,
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(N) _Gluss and Glassware

82. The measure, an import quota, was adopted before 1 September 1947
to foster the development »f the gzlass and glassware industry ani had
in fact attracted more investment into the industry. . new factory

had recently been constructed, equirped with medern machinery, and

would be ready for production in 1949.

83« The Working Party considered that the measure was eligible under
paragraph 11 of Article AVIII. It reccmmends accordingly that a
release be granted under parazraph 12 of the Article for the

maintenance of the measure for a period of five yecars.

General

8L In considering the measures notifled under Article XVIII the
Working Party considered that for the purpose of showing the

exact nature of the measure, the relevant law or administrative
decree should be supplied to the CONTRACTING PARTIES. In this

case the deleg=tinns of Lebanon and Syria were unablc to supply
these documents. The Working Party, having regard to the special
conditions in those two countries at present, agreed exceptinnally
not to insist upon this point. However, in d~ing so, the Working
Party wishes to make it clear that ordinarily that information would

be regarded as essential.
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SECTION H: PROCZDURLS BETWEZN SESSICNS FOR EXISTING AND NEW }ME4SURES

l. Problem

385. The Working Party considered the problen that arose in connection
with the administration of the provisions of Article XVIII by the
CONTR@CTING PARTIES between sessions. This had received preliminary
attention at the second session when the CONTRACTING PARTIES drafted a
gquestionnaire and a suggested timetable in connectioﬁ with siatements
in support of existing measures and also suggested a procedurz to be
followed in the event of any application being made for the adoption of

new neasures,

86. The further delay in the entry inta force of the Charter accentuates
this problem and in the absence of the permanent o%ganization cf the ITO
which would administer the corresponding hrticles in the Havana Charter,
the CONTRACTING PARTIES are obliged to improvise ways and means of
adninistering Article XVIII for a further period.

1
87. For these reasons, the Working Party considered in detail procedures

that could be followed both in the case nf existing meastr:s notified
by acceding goverrnments and in the case of new measures, application for

which may be made by contracting parties,

2. Existing Mecasures

88. The Working Party has been groatly concernsd witﬁ the difficulties
which have occurred at the third session in reaching decisions on the ‘
existing measures notified by the present caontracting partieé, despite
the preliminary consideration of these measures at the first and second
sessions and the establishment of a procedure to be followed after the

close of the second session,

89, In the course of consultation and discussion ﬁith the contraating
parties concerned, the Working Party arrived at a more precise
understanding of the type of information necessary before formalating
recommendations to the CONTRACTING PARTIES. Of necessity, the
ciscussions at Ammecy have been experimental but they have demonstrated

the considerable amount of time taken in ebtaining sufficient information.
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90. On the basis of this experience the Working Party considers

it most desirable for the CONTRACTING PARTIES to adopt 2 procedure
for the conslderation of the measures notified by acceding grvernments
in order that decisions may be taken on those measures with the least

possible delay after the acceding govermments become contracting parties.

91, There are two stages to be considered in connection with these
measures;-

(a) Preparation for Decision, Paragraph 12 of Article XVIII

provides that a statement in support of an existing measure

be submitted by the contracting party not{fying the measure.

It is essential that this information be suuwdiicd Lu such a
form that it provides a clecar indication of the extent to which
the criteria and conditions of Article XVIII &re met, LT

On the basis of the information that has been sought_ .
at this session and the experience gained during the
examination of existing measures of preéent contracting
parties, the Working Party considers that there should be
available to thoszacceding govermments which request it
some guidance in the preparation of the stataments to be
submitted in support of these mcasures. This could take

two forms:

(1) A questionnaire listing specific information
~relevant to the provisions of the Article, which
would form the basis of the statement in support
" of the measure, and
(i1) consultation with the acceding government on the

preparation of that statement,
A draft questionnaire is attached to this ramort (Amnex C).,

The Working Party considered that consultation prior-
to the preparation of the statement in support of the.
meaéures,should help to avoid much of the fact-finding
and investigation work which has occupied so'much of the
time of the Working Party at this session. If this were
undertaken iﬁ the interval between sessions it would expedite
considerably consideration of the cases by the CONTRACTING

- PARTIES.,
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In order to secure as complete a documentation as
possible for consideration by the CONTRACTING PARTIES, the
Working Party considered that the Secretariazt should be
authorized to eonsult with acceding governments upon their

request on the preparation of their supporting statements.

The Working Party considers it desirable and probable
that acceding governments would wish to avail themselves
of such an opportunity for consultation.

Objections. 1In the consideration of existing méasures the
application of paragraph 7 has first to be examined, If
the measures fall within the criteria sct oul in thet
paragraph the automatic approval of the CONTRACTING P4ARTIES
is required. However, it is open to any contracting party
to submit for consideration views relevant to th2 terms of

paragraph 7(a)(2}.

If the measure is considered under the provisions of
paragraph 8 it is necessery for the CONTRACTING P.2RTIES %o
take into account objections from materialiy affected
contracting parties. Although these objections are not
relevant when the measure is cxamined under paragraph 7 it
is thought that, in order to expedite consideration of these cases,
it would be desirable between ordinary sesslons to call for any
objections without awaiti: g considerati.n of %iiu mersurces under
paragraph 7., However, any objections would not be considered
unless and until the casec was examined under garagraph 8 and would
not be rclevent to an nxaminatioq under the provisions of

paragraph 7.

It was also thought that if the CONIRACTING PARTIES were
first to determine the conbracting parties materially affected
before inviting objections from them it would in the present
circumstances delay consileration of these measures because such
a determination would require a pir2liminavy me-ting of the

CONTRACTING PiRTIES,
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It is therefors proposed that when the statement in
support cf the measures has been cubmitted to the Chairman
of the CONTRACTING PARTIES, it should be circulated to all
contracting parties whic: should, at least one month prior
to the session at which the measures are to be considered,
forward any objections in temms of Article XVIII to the
Chairman, These objections would be circulated to other
contracting parties for their consideration prior to the

session at which the decision is to be taken.

The CONTRACTING PARTIES on the basis of the objections
would determine the coantracting parties materially affected
an? any objection from any other contracting party would not

be taken into account for the purpose of paragraph 8(b).

(e)  Decision., I® was considered Ly the Working Party that the
interval of time provided in Article XVIII was sufficient
to enable the CONTRACTING PARTIES to take decisions on
existing measures at an ordinary sescion, It was thought
that in mos%t cases a decision could be taken without delay at
an early ordinary session if there had been consultation with
the Secretariat on the preparation of the statement, The
investigation and research work consequently would have been
.concluded prior to the meeting of the CONTRACTING PARTIES and
there would aiso have t<en tirculated any objections by other
contracting partiesc

3. New Measures

92, Applications may be submitted before the next seusion in respect
of new measures ti:a* otherwis. would be contrary tc th: terms of the
Agreement. The requirements cf paragraph 10 of Article XVIII which
rolate to the time--limit within which a decision on any such applicat-
lon must be given are specific, Consequently, careful attention must
be given to practical means by whish the decision on any such

application made bstween sessions can be given with a minimum of delay,

93, Procedure for ncw measures was considered, ac in the case of
existing measures in stages,
(a) Advance Notice. [n precent citcumstinces, it would be of
great vulne if as much advance notice as 2cssible could be
given to the Chairman ¢f tha COMTRACTIMG PATILY of the

invention %o eppli; winier parsraph 7 or &

<
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Consultation, To save time as much information as possible
should be given in the original appiication, For this
purpese it is recommended that the same facilities for

consultation with the Sccretoriat should be provided as in
the case of existing measurces, to be available on request by
applicant contracting partics. applicants mey wish to avail
themselves of these facilities bafore submitting a fornzl
epplication and in such cases might ask for advice in the
preparation of the application at the same time ac advance
notice is given to the Chairman. It would, however, be open
to the contracting parﬁy concerned to consult the Sccretariat
at any time.

Time Limits. &4s soon as a formal application is submitted the
time limits provided in paragraph 10 of the article will begin
to apply. Within 15 déys it will be necessary to advise the
applicant within what period a decision will be given. It

is suggested that the CONTRACTING PARTIES shculd delegate to
the Chairman authority to determine this period. Becsuse of
the special administrative difficulties occurrihg between
sessions it will generzlly not be practicable for the Chairmaen

to determine a period of less than 90 days.

Examination of Applicctions betwsen Sessions, A careful

examination was made of thé means by which a decision cn an
application could be given between sessions of the CONTHACTILG
PARTIES where it was not practicable to wait until the next
ordinary sessioh. Experience had shown that beforc 2 decision
could be taken it would be necessary to have the application
examined by a working party responsble for détermining-in %
technical and objective way whether the srovisions of the

Article had -been fulfilled by the ¢pplication,

It was felt thet for practical convenience a committee of
the CONTRACTING PARTIES could, in the first inetance, exzmine
applications submitted betweeniéeésipns;. Such 2 committec
would -be responsible for making reconméndations to the
CONTRACTING PARTIES. “
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Because of the importance of securing uniformity in the
administration of irticle XVIII, and because of the important
functions carried out by a working perty on measures under
article XVIII, it is reocumended that such a committee should
be established at this session, tc be convened bty the Chairman

a8 necessary,

It is suggested that this coumittee consist of not more
than 10 members and that it should be a representative sample
of the CONTR..CTING P..RTIiES.,

The committee wculd be authorized to invite for any
necesgsary discussion representatives of the applicant government

and any objecting controcting partics.

On receipt of an application in rcspect of a new measure,
the Chairman of the CONTR.CTING P.RTIES would convene this
committee at the earliest practicable date,

In the case of an application under the provisiocns of
paragraph 3(b) or 5, the committee would consider the application
in relation to the provisions of the .article, After asking all
contracting parties whether they consider themselves materialiy
affected by th; proposed measure, the committee would sporsor
negotiations between the applicant contracting party and those
contracting parties which in its judgment were materially
affected., After consultaticn with the interested parties, the
comnittee would propose a time schedule for the negotiations,
snyinterested party which gave notice of ité intention tc appeal
tc the CONTR..CTING P.RTIES arainst that time schedule would
proceed with the negotiations but would nct be becund by the
time schedule,

In the case of an application under paragraph 7, the
committee would consider whether the criteria of the paragraph
had been fulfilled and if so recommend a period of release,

In cases where the committee decided that the criteria had nct
been fulfilled it weuld be open tc the contracting party
concerned to submit a further application under paragraph 8,
In this case the procedures of paragraph 8 would then'apply
and the time limits would be effective from the date-of the

second appliccotion,
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(8) Objéctions. Paragraph 8 of the Article provides that

objections shall be invited from ccatracting parties which

are determined by the CONTR.CTING P.RTIES to be materially
affected by the proposed measure. In the present circuistances,
however, it was considered that, as in the case of existing
measures, it would delay cunsideration of the application if
such a detemination were made before objecticns were invited.
It is, therefore, suggasted that the Chairman shculd circulate
copies of any application under peragraph 8t all contracting
parties which would be asked tc submit any objections they

might have within a pericd to bs determined by the Chairman.

In considering an spplication under paragraph 8 the
intersessional committes would consider whether the contracting
parties which had submitted objections werc materially affected
or not and if so would take acpount of their objections in

reaching a recommendation,

Iﬁ naking this recommendation, the Werking Party wished to
draw attention tc the fact that the wide circﬁlation'of any
such applications among nontracting parties would require
special care to be taken to maintain secrecy in accordance with

the provisions of paragraph 2 of the Article,

(£) pecisions. The committee would be responsible for reccrmending

to the Chairman of the CONTRACTING PARTIES the method by which
its repbrt should be considered and a2 decisicn taken by the '
CONTRACTING PARTIES. The following possibilities were
coﬁsidered moét likely but it was recognized that the committeo
could make recommendations to the Chairman only on the basis of
the circumstances appliczble in sach instance,

(i) Ordinary session, In gencral the most practicable

course would bg.for the committee, in consultaticn
with the applicant, to recomaend that its report
ghould be conglidered at the next ordinary session,.

(ii) Post or cable, Some applications might be sufficiently
cleérly established; by & unanimoys recommendation of the
conmittee, as not to require debate in the CONTRACTING |

PARTIES and in these cases the summoning of a session of
the CONTRACTING PARTIES would not be justified. In such
cases, the CONTRACTING PARTIES could decide upon the
recormendation of the ecmmittes by post.of cable,
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(1i1) Special session. Ir urpent cases it wight Le neccssary

for an applicaticn to bo considered at a special session
of the CONTAWCTING PLHTIES e¢spueially if there wer: a leng
interval bLefure the next ordinary scssicn, In the event
of more than one applicaticn beins mnie, it misht be
possible for thusc t¢ bo cunsidered at the saus speocial

syssion,
Conclucion

94. It was suggestod that if it is possitle adequatcly to develop thq!’
functions of consultaztion and guidancevby the Secretariat, the tasks of
the inter-sessional committce or working purty octablished during
sossions would be considerably lightenod,  Eventually, it misht be
possible- for the CONTRACTING P..itTINS, withcut reference to & working
party to give a docision on the basis of an application preparad after

consultaticn and discussion with the Socs otariat,

95, It is suggested by the Working Party thot this repurt should be
considered solely on the basis of techrical experience ond requirancnts,
The problem of providing thu feeilities should bw eonsidared by the
COCNTRACTING PAlTIFS and the Exccutive Seeretery in coenncetion with

rulated problems arising <uring the course ¢ this sussiun.

Sumary

96. The Working Party accordingly recomme:nds that:e-

(1) The questionnaire sot out in imnex ¢ be adupted as listing
informaticn to be submitted by accazding governmonts that have
notified exdctifn® measurcs und by applicant contracting parties

requesting approval for new mensures,

(i1) The Secretariat bz authorized, on request, te consult with
accuding governments and controcting parties un the completion
of the statuzents in support of existing measures or

dpplication for new measures,

(iii) The Chairman te authorized to determine the period within
which a decision will be given cn an application for the
adoption of 2 new measure under paragraph 7 or 8 of
Article XVIII .



(iv)

(v)

(vi)

(vii)

(vii1)
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Objections to existing measures or new measures should be
sought by the Chairman immediatély on receipt of an
application and a determination as to materially affected
contraeting parties should be made after receipt of these
objections,

Decisigns in respect of existing measures notified by
acceding governments should be taken at an ordinary session,

A committee consisting of not more than ten members, being

a representative sample of the CONTRACTING PARTIES, should

be appointed at this session to consider any applications for
new measures submitted by present contracting parties betwsen
sessions and to make recommendations thereon to the CONTRACTING
PARTIES, If any one or more of the countries nominated find
it Zmppssible to participate in any meetings of the committee
the Chairman of the CONTRACTING PARTIES shall be authorised to
nAminate another country or countries to take its or their
place, In so doing he shall bear in mind the need for

preserving the representative tharacter of the Committee,

The committee referred to in sub-paragraph (vi) shall keep
1nder review the procedure recammended in this reprrt includ-
ing the questionnaire and make such recammendations as it

may deem necessary for modifications thereof,

Decisions in respect of new measures should be taken in

accordance with the procedure recommended by the cammittee,
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SECTION I: PROCEDURES UNDER ARTICLE XVIXI WITH RESPECT TO MEASURES
PERMITTED BY THE PROTOCOL OF PROVISIONAL APPLICATION AND THE ANNECY
PROTOCOL OF ACCESSION

97. At the fourth meeting of the CONTRACTING PARTIES the representative
of Pakistan raised the question whether a contracting party need notify
under Article XVIII any measure which, though contrary to the provisions
of Part II of the agreement, is permitted by the provisions of the
Protocol of Provisional application, At the fourteenth meeting of the
CONTRACTING PARTIES, the representative of Pakistan zgain raised, in
connection with the statement submitted by the Goverrment of Ceylon, the
question of procedure under Article XVIII, both with respect to noti-
fication and to action by the CONTRACTING PARTIES in these circumstances,,
The Working Party was required by its terms of reference to taiz

account of the points raised in the discussion at those meetings znd to
report thereon to the CONTRACTING PARTIES,

°
98, In considering this subject, the Working Party had the advantage
of the participation of the representative of Pakistan, who also
submitted a written statement setting forth the views of his delegation.,

99, The Working Party directed its attention to the question whether a
government is obliged to notify the CONTRACTING PARTIES in accordance
with the provisions of paragraph 6 or 11 of Article XVIII, if the
measure in question is permitted during the psriod or provisional
application by virtue of sub-paragraph 1(b) of the Protocol of
Provisional Application or sub-paragraph 1(a)(ii) or the Annecy Protocol
of Terms of Accession. The Working Party agreed that a measure is so
permitted provided that fhe legislation on which it is based is by its
terms or expressed intent of a mandatory character, that is, it imposes
on the executive authority requirements which cannot be modified by
executive action, There was disagreement on the question whether the
date on which legislation was "existing" in terms of the Protccol of
Provisional Application was the date of the Protocol or the date of
signature of the Protocol by individual governments.

100, The Working Party believed that there is no obligation on the part
of a contracting party to notify a measure permitted by sub-paragraph 1(b)
of the Protocol of Provisional Application or sub-paragraph 1(a)(ii) of
the Annecy Protocol, On the other hand, the Working Party recognized
that the provisions of Article XVIII should not be denied to a contract—
ing party simply because the measure in question is permitted under either
Protocol, as such a contracting party should be allowed to ascertain
whether it will be permitted to maintain a measure for econamic
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development during a specified period even if that period extends beyond
the time when the ..greement enters definitively inte feree pursuant to
article XXVI., Further, if a ueasure exdsting on the date prescribved

in paragraph 11 were nct ncetified under the provisicns of that paragragh,
it could be continued in force after the ..grewunent entered definitively
into force only it it had boan zppreved by the CONYRLCTING P.KTIES as a

new measurse under paragrzph 7 or 8.

101, In additicon, even where @ releasc is not roquested, therc would be
advantages if the contracting party concornud wers to inform the
CONTR.ACTING PLRTIES of any cxisting or new neasurc,

102, The Working Party therefore concludsd that during the pericd

of provisionsl cpplication:

(1) a contracting porty need not notify a measure which is already
excapted by virtue of sub-paragraph 1(b) of the Protocol of
Provisional .ipplication or sub-paragraph l(a)(ii) of the

annecy Protocel;

(2) in case it chooses to notify the measure for the purpese of
obtaining a rulexse under paragraph 7, 8 or112, as the casc uay
be, ths full procedures and the criteria cf the relevant parts
of article XVIII would apply as if the .greement were
definitively in force. However, if as 2 result of examination
the CONTR.CTING P.RTIES decide that the measﬁre should be
withdrawn or modified, the cuntracting party concerned would
nevertheless be free to maintain the mezsure during the period

of provisional application only; and

(3) it would be open te the contracting party to inform the
CONTR.L.CTING P.RTIES cof any measure for which it was not sceking
a releass under paragraph 7, 8 or 32 bub which it was imposing
or retaining in acccrdance with sub=pcragreph 1(b) of the
Protucol of Provisicnal Applicaﬁion or sub=paragreph 1(a)(ii)
of the Annecy Protocol.

103, The above conclusions relate both %o existing measures under
paragraphs 11 and 12 and to new measurces under paragrephs 6. 7 and 8,
However, the Working Party considered that in proctice these conclusicns
were unlikely to affect new ncasures because it'is im#robable that a
future measure would have been required by "existing" legislation,
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ARNEX A

Decision

The CONTRACTING PARTIES

Exercising the puwer of waiver under paragraph 5 (a) of
Article XXV of the General Agreement cn Tariffs and Trade,

Having noted the statements cof the representatives of Lebanon
and Syria regarding the circumstances prevailing in those ccuntries
after the second session of the CONTRACTING PARTIES,

Having regard to the consequent difficulties in the preparation
of statements by the Governments of Lebanon and Syria in support of
measures which had been nctified under paragraph 11 of Article XVIII,

Decide that the decision under paragraph 12 of Article XVIII
in respect of thc protective measures relating to the following
items notified by the Gevernments of Lebanon and Syria shall be given
at the fourth session of the CONTRACTING PARTIES, and the measures

may be maintained pending that decision.

Customs tariff item

Fabrics of natural silk, pure
or mixed . hh9-461

Fabrics of artificial silk,
4,70-492 (except 477 and
486 a)
Hosiery 580-583 (except 580 4,
a &b, and 581 A)

pure or mixed
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LIST OF PRCDUCTS COVERED BY MEASURES NCTIFIED
BY THE GOVERNMENTS OF LEBANON AND SYRIA.

1
Description of products

II

Tariff items under which the

products fall

Oranges, lemons and eimilar fruits

Apples, pears & quinces
Wheat
’Barley

Wheat flour .

Sugar

Chocolate and articlesAmade of
chocolate

Preserves of vegstables or fruits

55 -~ Oranges, iemqps and similar
frults
59 - Apples, pears and quinces

Ex.68 ~ Wheat, spelt and meslin

AN -.Barley
75(a) - Cerasal flcurs
122 - Beet sugar, cane sugar and
similar sugars
132 -~ Chocolate and articles made
of chocolate
137 - Preserved mushrooms and truffles

. 138 -~ Preserved tomatoes and tomato

sauces, whether seascned or not
139 - Other preserved vegetables,
pot-herbs and parts of ‘lants
140 - Preserved fruit, whole, in
quarters or in pieces, with cr
without addition‘of sugar

. 141 - Fruit, fruit peel, plants or

parts of plants, preserved in
sugar

U2 - Jams, fruit jellies, marmalades,
fruit pulp and pastes

lh3.— Liquid or concentrated fruit
jhices, unsweetened

Wil - Liquid fruit juices, sweetened,

' and syrups for bevérages, not

containing alcohol
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Description of products

Tariff items under which the products
fall

Cement

Fabrics of pure silk

Fabrics of artificial silk

192 - Cement, whether ground or not:
(a) Natural or artificial
(d) Magnesium cuntaining not

less than 57 of magnesium
oxide

(e) Other

449 ~ Cr8pes, including those of hard
twist called "georgette" and
satin crépes weighing per
square metre; .

450 - Other fabrics not elsewhere
specified

451 - Ribbouns

52 - Velvetls and plushes

453 - Crépes .

450 - Other fabrics not elsewhere
specified

455 -« Tulles and net fabfics

456 - Lace

457 ~ Trinmings

458 « Embrcideries

4,59 - Carpets

460 - Bolting clcth

461 ~ Fabrics of floss silk waste

470 - Velvets and plushes

471 - Crépes

472 - Other fabrics not elsewhere
specified, Clcse-woven and
loose-woven fabrics (poplins,
muslins »nd grenadines, voiles,
gauz:s, etamines etc.) weighing
per square metre: '

473 - Ribbouns

L7 - Velvets and plushes

475 = Crépes
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Tariff items under which the products
fall

Fabrics of artificial silk (cont,)

L76 - Other fabrics nct elsewhere
specificd. Cluse-woeven and
locse=weven fabries (poplins,
musling, grenadines, veiles,
g-uzes, ctandnes cte.)

478 - Velvet apd plush

479 - Crépes

480 ~ Cther fabrics not elsewhere
specificd, <Clusc-woven and
loose—w.ven fabrics (poplins,
muslins, grentdines, voiles,
gauzes, ctamines ete.)
weighing per square metre:

4Bl ~ Ribbuns

1,82 ~ Velvets anda plushes

483 —~ Créypes

48, - Other fabrics not elsewhere
specified, Closc-woven and
loose-woven fabrics (poplins,
muslins, srenadines, voiles,
gauzes, etamines etc,)

485 -~ Tulles and net fabrics

L86(b) ~ Lace: mixed with other

textiles

4,87 - Trimaings

4,88 -~ Embroideries

L89 -~ Carpecte

L90 -~ Belting cloth

L91 -~ Metal thread to be used in the

nanufacture of fabrics, —-ibbons,
trimaings and other articles
containing metél thread
combincd with Yarn for garments,

furnishings and similar uses
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Description of products Tariff items under which the products
£411
Fabrics of artificial silk (cont.) L92 - Fabrics, ribbons, trimminge
and cther articles ci nietal
thread or jarm, for garments,
furnishings and similar uses
Raw cottcen 518 - Raw cociten
Cotton yarn or thread 522 -~ Cctton thread or yarn, single,
measuring to the % kg.:
(a) unbleachzd
(b) bleached (1) under 10,000 m.,,
(2) between 10,000 m, and
25,C0C m., (3) over
25,C0C m, .
(c) dyed. pfintud or chiné
(d) glazed or mercerized
523 ~ Cctton thread or yarn, twisted,
with twe er more strandé.
52l = Cotton thread or yarn, cabled,
525 - Cotten thread or yarn, mixed.
Cotton féﬁ;ics 527 - Cetton fabrics, not figured,
' 528 ~ Cotton fabrics, figured,
528 bis - Cotton fabrics, "job",
529 -.Cotton fabrics, mixed,
530 - Cloth of felted cotton for
| paper-making and for other
technical purposes, ‘
531 ~ Gauze-woven and satin-stitched

cotuwon fabrics,
532 - Cottan blankets (or cove-ings).,
533 -~ Coctton wvelvets and plushes,
534 = Cotton carpets,
535 -~ Cotten ribbons.,
536 - Cctton trimmings,
537 - Cotton tulles, ordinary, plain,

in pieces,




Description of products

GATT/CP.3/60/Rev-1
page 43

Tarif{f items under which "he products
fall

Sotton fabrice~(cant ).

Hosiery

qlbﬁlass and glass ware

L

538_ Cotton tullss and net fabrics,
figured,

539 ~ Cotton lace,

540 - Cotton embroideries,

580 - Hosioery of natural silk, pure
or mixed;

A(c) - stockings and socks

A(d) ~ articles not specified

B - of natural silk, floss
silk and floss silk
waste mixed with other
textiles.

58) - Hoslery of artificial silk or
artificial textils fibres,
pure or mixed:
B - of artificial silk or
artificial textiles
fibres, mixed.
582 ~ Hosiery of wool, pure or mixed,
585 -~ Hosiery of cotton or other
vegetable textile materials,
663 - Cullet, brcken glass, crushed
glass,
66l - Glass in the mass; unworked
glass, in dbars;, rods or tubes,
665 - Glass cast into sheets or plates,
unworked .
666 - Sheet-glass, drawn or blown,
unworked,
667 -~ Sheet - or-plate-gléss, worked,
668 - Sheet-glass, tinned, silvered
or coated with piatinumj
lookir.g-glasses and mirrors,
669 ~ Safety-glass and plate-glass

formed of two or mcre cheets,



GATT/CP.3/60/Rev.l

page Li
Description of products Tariff items under which the pruducts
. fall
Glass and glass ware (cont,) 670 - Roofing tiles, paving-slabs

or blocks, and facing tiles, in
cast or moulded élass, whether
wired or not, . |

671 - Carboys, bottles, flasks and
cthier glass centainers for the

transpert and preservation of
liquids, empty

672 - Glass bulbs for electric lamps
and valves.

673 - Illuninating glassware, such .
as lamps, chandeliers, shades
and other parts and accessories
thereof not elsewhere specified
or included, '

67, - Special glassware for laboratory
uses, including objects of
fused quartz,

675 - Bluim or pressed glassware not
elsewhere specified or included.

676 ~ Insulating and other buttles
receptacles such as thermcs
flasks, bottles and flasks
encesed in leather, felt,
metal etc,

677 -~ Optical and spectacle glass.

678 - Glass for watches and clocks,

679 ~ Smsll glassware (glass beads,
artificial preciocus stones,
lustre-dvops and the like),

679 bis - Spun glass (glass wool),
680y = frticios made of emall plassware
not elscwhere speciticd or

. included,
68L1 — Orker articleé of gleos not

eleg aere shuvificd or ircleded,
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ANNEX C : QUESTIONNAIRE

RELATING TO STATEMENTS IN SUPPORT OF MEASURES
FOR WJHICH A REIEASE IS SOUGHT UNDER ARTICLE XVIII

ﬂ. The purpose of the following list of questions is to provide
acceding governments and contracting parties notifying measures under
the terms of Article XVIII withhguidapce, in the light of experience to
date, regarding the type of information that the Working Party feels to
be either essential or desirable to have before a decision can be made,.
The type of informaticn listed under categery A 1s regarded as essential
to the making of a decision., The informaticn noted in category B has
been found to be desirable, If it were available in advance of the
discussion of the application by the CONTRACTING PAfiTIES, it would be of
assistance in reaching a conclusion, )

2. In the repurt (Section H) to which this questicnnaire is attached
recommendaticns have been made which would authorise the Secretariat, on
the request of an acceding government, cr contracting party, to consult
and advise on the preparation of statements in support of the measures,
3. In setting out the items in eategory A, it.is recognized that many
countries have not the administrative technique necessary to provide
lefinite information under every heading. The inability, as a result of
such difficulties, to supply such informztion could net by itself be
taken as a2 failure to supply the statement required under Article XVIII,
but the absence of it would nevertheless hamper the consideration of any
measures, .

L. It is not suggested that the list of information is exhaustive or
that it would ve sppropriate to the circumstances of each case, Whilst
it.would be for the applicant centrunting parties to determine the way
in which necessary information relevant to the provisions of the Article
will be submitted, it is hcped that this list, tcgether with the
provision offacilities for cunsultaticn and advice on the preparation of
statements, will enable applications to be determined expeditiously by
the CONTRACTING PARTIES, .

5. References tc "industry" should be read, unless ctherwise stated,
as referring also to "branch of agriculture" ard references to "economic

developnent”" as referring also tc "reconstruction',
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Category A:

(1

\
J

Infermation regarded_a3z esszntial tc the making of

a decisica by tne CCONTRACTING PARTIES

The following information is requested with regard to

all measures for the maintenance or adoption of which

an application is made under anv previsicn cf

Article XVIII:

(2)

(b)

(e)

(d)

(£)

(g)

(h)

Precise descripticn and the extent of the measure,

the method of its operation, and the prcvision of

the Agrecment from which 2 release is scught,

Range and type of goods tc which the measure

relates including-tariff item numbur and description,

Copies of the relevant legislation or administrative

decree cr order'under which the measure is

administered,

Precise description of the products of the industry

for the protecticn or developuent of which the

measure is intended,

Statistics of quantities and values over a period of

ysars showing:

(1) domestic pradncticen (i: the case of 2 branch of
agr .culture alsc area planted) ci the items
described in {b) and also, unless the figures
are the same, dome.tic production of the items
described in (d), '

(2) imports of the items-descwided in (b)-tycountrics
of wrirsin, |

(3) exports for th. items referrcd ‘o in (1) above
by countri.-. of

Tarift and cther protecticn enjeyed: the nature and

extent of such protectiun, tﬁe peried for which these

protective measurcs hove beefi in force ~id the effect
whichi they have had c¢n Lhe establishmert or development
of the irdustry;

Reascns ror the solection o the prenosed measure in

preference to other measures penaittod by the GATT

such as tarili proteciien or a suusidy;

Infor..ticn and forecast ziouh tle fatian development

of the irinrsre sa Tidir. & vasals xmected levels
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of producticn, and the pussibility of its becoming
independent of the measure:

(1) Priee of imported and domestic product at the
principal market or markets;

(2) The follcwing additicnal data shculd be submitted with
applications under the paragraphs of Article XVIII
indicated below: :

paragraph 7 {a) (i)

(3) The date of establishment of the industry;

(k) The type of prctection during the period betwsen
January 1, 1939 and March 2L, 1948, resulting
fram abnormal conditions arising out of the warg

paragraph 7 (a) (ii)
(1) The indigencus primary commodity which is being

processeds
(m) Statistics of exports of the primary commodity;
(n) Details of the new increcased restrictions imposed
abroad;

Categcry B: Sugglementégx information relating to'the industry
which is to be developed ‘

(o) Number and location of enterprises or firms;

(p) Numbers employed;

(q) Average level of wages paid tc¢ employees;

(r) Capital investment;

ts) Net profits or losses;

(t) Cost cof transport and distribution of imported

| grecduct from place of entr& to principal market
or markets;

(u) Informaticn relating to the domestic cansumption
of the product;

(v) Total working populaticn of the country by

principal occcupations;

- eam wr W G ew e YW W G o e
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ANNEX D,
Statements referred to in paragraph 18 of the Report

(1) Letter from the Head of the United Kingd-om delegation
to the Chairman of Working Party 2.

30 July, 1949.

Dear Mr., Hewitt,

With reference to paragraph 18 of the report of Working Party No.2
on Article XVIII concerning the application in respect of the Northern
Rhodesian import prohibitisan on #filled" soap, it may be worth reco
sanething of our discussions with the Belgian Delegatirn which preceded
our withdrawal of this applicetion,

On May 10th, on the initiative of the United Kingdom Delegation,
an informal discussion took pléce in the course of which we proposed to
the Belglan Delegation that some arrangement might be negotiated
between Northern Rhodesia and the Belgian Cnngs to meet the difficulty
to which refcerence is made in paragraph 16 of the report arising out of
the prohibition on the export of lnw-grade palm oil from the Belgian
Congo. We suggested a possible arrangement might be that the import
prohibition in Northern Rhodesia would be removed; the Belgian Ccngo
would lift the export prehibition an palm oil to the c.tent that a

- sp=cified quantity of palm oil would be made available to Northern
Rhodesia (subject to certain safeguards about re-export); the quantity '
and price would be éubject to negertiation, but the general intention was
that the quantity would be sufficient to enable Northem Rhodesia to
manufacture a part of her requirements of "filléd" soap but would
leave a gap to be filled by Belgian Conge suppliers of seap. It .was
recognised that any such arrangement weuld have to be considered at
greater length, for iastance to ensure that it was in eonformity with
the General Agreement, and that detailed negotiati cns would have to take
place subsequently between NorthernRhodssia and the Belgian Congo. It
wag agrecd, however, that the delegations concerned should put to their
respective Govermments a proposal on these lines as a possible basis for
negotiation., The Northern Rhodesian Goverrmont, after consultation, woula
have be=n prepared to negotiate an agreement generally on tRese

C.L. Hewitt, Esql’
Chairman of Working Party 2,
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lines, However, an 4th July we.learned from the Belgian Delegation
that the Belgian Government was unwilling to proceed on this basis.‘
Consequently no details were discussed and there was no further time to
consider any alternative proposition. In any case it scemed clear that
the Belglan Government wes nnt prepared to negatlate on these or any
other lines.

I should emphasize there was no intention tq make the withdrawal of
the application gonditional on these bilateral discussions with the
Belgian Delegation. Had it been possible to reach an agreement in
principls with the Belgian Delegation it would have made it easier fur
the Northern Rhodesian Government te remove the import prnhibition. As
it is, however, the application has been withdrawn for reasons stated
in the Working Party'!s report.

T should be grateful if, in accordance with the agrecment reached
in the Werking Party, you would have this letter annexed to the Warking
Partyts report,

Ynurs sincerely,

(Signed) R.J. SHACKLE.

//

(2) Letter from the Head of th& Belgian delegation
to the Chairman of Working Party 2. (Original: French)

30 July 1949.

Sir,

I ‘have the hpnour herein to give same clarification as to the.
scope af the private negotiations that took place in Annecy between thé
United Kingdom ard Belgian delegations with respect to the Rhndesian.
measure prohititing the import of "filled" soap from the Belgian Congo.

' In its letter of 25 February (dacument GATT/CP.3/4/Add.2), the
Belgian Government requested the withdrawal of the said measure, which
in its opinion did not come under the provisions of Article XVIII.

Subsequent to the first discnssion that took place in Working
Party 3 at Annecy, the Belgian delegation accepted to submit to its
Govermment a draft arrangement tnat could have met the wishes of the
British delegation.
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Such an arrangement was meant on the one hand to cnable the
Rhodesian industry to obtain low-grade palm oil with an 8.5% free fatty
acid content, and on the other to allow the impertation inte Rhodesia of
a quantity of Congolese "filled" geap manufactured from low-grade palm
oil.

The Belgian Government did riot deum that it could accept such an

arrangenent for various reasons:

(1) The policy followed in the Belgian Congo aims at improving the
quality of Congolese oll for reasons of economic soundness and on
account of the anxiety indirectly to improwe the standard of living ofm
the native population. If the export of low-grade palm oil had been™
authorised, such a measure would nave encouraged the manufacture of this

product to the detriment of high-grade oil prodﬁction.

Such non-discriminatory export prohibition (which also applies to
the metropolitan territory) conforms in any case to the provisions of
Article XI, 2(b). |

(2) A derogation in favour of Rhodesia would have constituted
both: ‘ .

(2) a przcedent which other counﬁries might have wished to
invoke and which in the long run would have vitiated the.
poliey followed in the Belgian Congo;

(v) an impairment of the principle of non-discrimination that.q,
would have been contrary to the provisions of paragraph 1 of
Article XIII of the Ceperal Agreement.,

(3) The arguments adduced in support of the need for the Rhodesian -
soap industry to be protected against the competition of the Belgian
Congo therefore appeared clearly inadequate. '

Indeed:
(2) since 1947, thc Belgian Government has; for the reasons
. stated in (1) above, also prohibited the export of soap
made from low-grade oil; there is therefore at present ;o
such competition as the one that has been referred too
(b) On accourt of new developments on the international
market, the export price of high-grade palrm oil has now
come up to the level of corresponding priccs obtalning
within the Belgian Congo. Therefore, the reason why the
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Rhodesian industry wished to obtain low—grade oil has

ceased to exist.

(¢) The Belgian Congo exports everywhere "soapstoaks" with
7.5% free fatty acid content, If it used this raw
material the Rhodesian soap industry could favourably
compete with the Congolese industry and could even

_ dispense with tariff protection.

(d) The General Agrecment provides further possibilities for
protection such as tariff protection (which in the case
of sosp already exists: 25%).

(L) As regards the desire to diversify Rhodesian production, the
attempt to develop an indusiry that does not find on the spot the
necessary raw material seems hardly to conform to the concept of

econamie development.,

Such are, Sir, the reasons why the Belgian Government did not
deem that it could ancept the proposal submitted to it.

At any rate, the Belgian Government believes it is fully entitled
to maintain ites request for the withdrawal of a measure which, in its
opinion, is not eligible under Article XVIII, and the withdrawal of
vhich was in'no way subject to the acceptance of the arrangement
proposed,

I beg to remain, ete.

(8igned) FRANCOIS NYS

Mre Coleo HeWitt,
Chairman of Working Party 2.



