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l. Working Group 4 was established by the Committee on Trade in Industrial Products
in December 1969, to examine the following subjects in the Illustrative List (Annex I
to document L/3208): licensing arrangements, quantitative restrictions including
embargoes, bilateral agreements, voluntary restraints, motion picture restrictions
including tax matters and screen-time quotas and minimum prices on textile imports,
The Group met from 4-8 May, 3 and 8 June, and 7-11 December under the Chairmanship
of Mr, H, Colliander (Sweden).

2+ The Group not only had in mind the general terms of reference in regard to the
exploratory nature of its work, but wished to emphasize that in many cases the views
recorded are only tentative at this stage, and that all delegations would have full
latitude to supplement and clarify them when the report was brought for discussion by
the Committee .on Trade in Industrial Products.

3. The Group noted that its task was, as in the case of other Groups, to seek
possible solutions, and that it was well placed to concentrate on possibilities for
reducing and removing restrictions since the Joint Working Group had recently reviewed
most of the individual notifications in the Inventory, The fact that the Council will
examine the question of procedures for keeping notifications of restrictions up to
date and the provision of adequate surveillance of restrictions also facilitated
concentration on reduction and removal of barriers.

4e In accordance with the desire of the CONTRACTING PARTIES, as expressed in their
conclusions, that as the work of the Groups proceeds particular attention should be
paid to the problems of developing countries, the Group recalled that the Joint
Working Group had identified restrictions with respect to which developing countries
indicated specific interest in the course of the mecting of that Group as well as the
twenty-cne items selected by the Group on Residual Restrictions for priority attention.
At that meeting some delegations had suggested that the prompt removal, on a most-
favoured-nation basis, of illegal restrictions which bore particularly on the trade

of developing countries should reccive the highest priority and that, where feasible,
time-tables for the elimination or for the enlargement of legal quotas should be set,
possibly in relation to the growth of the market, without full reciprocity being
required, It was also suggested that when any legal quantitative restriction signifi-
cantly affected both developing and developed countries' exports, special consideration
should be given to its removal on a most-favourcd-nation basis in the light of the
interest of the developing countries themselves.
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5. The Group noted a divergence of view as to the meaning and scope of certain
essential concepts in the GATT, in particular the scope of the restrictions
covered by Article XI, paragraph 1 and the scope of some of the exceptions to that
Article, especially Articles XX and XXT. t was noted that the terms "legal" and
"illegal" have been uszd variously to distinguish sometimes between measures which-
do or do not fall within substantive provisions of GATT on use of restrictions and
on some occasions to distinguish what measures are subject to legal cover
permitting deviation from GATT's rules.

6. Some delegations urged prompt and positive action to eliminate all import
restrictions applied contrary to the GATT. These restrictions nullified or
impaired the value of concessions that in some cases had been negotiated more than
twenty years ago. In most cases, the original conditions justifying these
restrictions nc longer applied. Their continusnce undermined the legal basis of
the General Agreement. Furthermore these restrictions made it extremely difficult
to resist protectionist pressurcs since pressure groups -could cite existing
violations of GATT. The following proposal was mede by one delegation:

(1) The prompt elimination of all illegal trade measures.

(2) Where the prompt removal of illegal measures is not possible, the
gradual rclaxation of these measures agcording to a schedule so that they are
completely eliminated by 1 January 1972,

(3) Countries maintaining illegal restrictions after 1 January 1972 would be
required to:

(2) seek waivers of their GAIT obligations, or
(b) pay approprizte compensation.

(4) Countries obtaining waivers would neverthecless be subjeect, as is
customary, to the provisions of Article XXIIT, '

This proposal received the support of some delegations.

7. Some delegations noted that this proposal was substantially the same as that
made earlier by New Zealand. The debate on the earlier proposal had shown that
for a variety of reasons a proposal to remove illegal restrictions as a priority
matter was scmewhat unrezlistic and even inequitable, Whether a2 restriction was
or was not "legal! in GATT terms was to some extent merely 2 historical accident.
Furthermore, if that approach was adopted it was beyond doubt that the contracting
parties would exercise much ingenuity to produce legal justifications for more and
more of the restrictions in force, with resulting impairment of the force of
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GALTT's provisions and increcsing uncertainty as to which rostrictions would he
included in such a proposal, There would also be a tendeney to shift to restric-
tions of other kinds, including export restraints and unbinding of tariff ratus,
which might be at least as harmful to trade., Seversl delegations also pointed to
the large number of discriminatory cxport restraints which they regarded as
disguised import restrictions at lecst as illegal cs any others and mainteined that
such restrictions should be included in the possiblce sclution.

8, Most delegations cxpressed o preference for & more overzll approach towards
liberalization which would cover all quantitative restrictions, whatever their
form, both legal and illegal,

: < s . . . 1

Quantitatlve restrictions including wmbargoes

9. 41l countries agreed in principle that quantitative restrictions sheuld be
elinineted,

10, The dclegations which favoured the propescl outlined in paragraph 6, covering
both illegel quantitative restrictions and other illegal trade measures, regzarded
this approach as the best one for dealing with the problenm of quentitative restric-
tions., These members indicated that while in their view illegel restrictions should
be removed unilaterally, the eliminction of restrictions covered by the protocels

of provisional application should be considered in the context of ncgotiztions,

1l. In considering possible solutions which might oppropriately be adopted te reloc:
and remove quantitative restrictions and to remove embargoes, the Group's debate
focussed on the secrch for an overall solution in which countrics would take ceticon
on the restrictions which they presently mointain, During the discussion, e propostl
representing a gynthesis of verious coumicnts madc, for a programme to rclax and
remove restrictions, emerged. UYhis proposal was supported by o large number of
delegations, Under this proposal, all developed countries would adopt 2 programme

to phase out their restrictions on industrial products zlong the fcllowing lines:

(1) The programme should includc =1l types of quaentvitative restriction,
whether imposed unilaterally or pursucnt to internctionzl agrecments, whether
applicable to goods of 11 or only specificd countries, ond whether eppliocd
through quotas, export restraints or licensing. Special attention should be
given to priority climination of diseriuinatory restrictions, restrictions
clearly incomnsistoent with GLITT and to the removal of restrictions on industrizl
products, rawv or processed, of which devcloping countrics are imperteont
suprliers to world morkets,

(2) BEffcetive at latest from the time when the progromme was declded upon, o
quentitative restrictions or intensification of cxisting restrictions should
not be introduced.

(3) i plan and schedule for removal of restrictions on industrisl products
;hould be agreed anong the contracting partics net inveking article XIT or
AVIII:B, cnviseging the olimination by a torget date of « maximuw proportion

1One developing country whose trade is adversely zufected by what it regerds
us o illegal ceabargo imposed by ~ developed centracting party expressed a roscrva-
tion on the grourd that the Working Group hnd not sufficiently deelt with the
question of embargoes.,
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of —estrictions of trade significance maintained by each, and taking into
account possibilities of arriving =t agreements on particular products or
sectors. Such agreement night be subject to conditions cs to its entry into
effect such as progress in other aspects of the genercl programme of the
CONTRACTING PARTIES or the extent of ncceptance by contracting parties,

(4) The programme would envisage:

(a) Quota increases effective in stages, keyed either to domestic
production of restricted goods or to anounts of the restricted products
imported in past years, or tied to development of the internal market,
culminating in liberalization by the target date.

(b) At least token quantities of imports of goods hewretofore embargoed,
with increases in quantities pecrmitted to be imported up to the date of
final liberalization.

fe) For difficult cascs, including those involving significant domestic
social conditions, a linited extension of time beycnd the general target
date for completion of the libercalization process subjeet to a
satisfactory justification, in ycarly consultations beyond the target
date, of progress towards removal cf restrictions, including & showing
of zdequate cfforts to assist = domestic reallocation of rcsources which
would obviate thc :eed for the rostriction.

(d) in exarination of "social! rcasons for mzintaining restrictions
which muzy be common tc a number of countries as a necans of hastening
their final libcralization.

(5) 4ny restrictions not included in the programmic outlined above would be
excoiined by the CONTRACTING FARTIES within a yecr of the start of the
prograrme to deterriine vhether they were 2greed to be consistent with &

strict interpretation of onc of the substantive provisions of GLIT authorizing
naintenance of quantitetive restrictions (e.g. sirticles XIX, XX, XXI).

(6) Thereafter, any restrictions not included in the progrcime of relaxation
end climination and not found to be consistent with GLTT, whother or not now
cnjoying sone form of legal cover, would be the subject of consultation with
the CONTRACTING PLATIES ot yearly intervals on the undcrstunding that such
restrictions rcizained subjcct tc procecdings undor Article XXIII,

12, Some dclegations favoured another genercl appre-.ch coveriuz all quantitative
restrictions, legel and illegal 2like, including thosc covered by waivers o by

the specicl provisions of protocols of accession, such 2s the provisional
opplication clousc, or by rccoursce to Article XXV o to otiicr sinilar circumstantial
provisions. This opproacn would cover not only import rectrictions but also other
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quantitative restrictions, whether applied by direct or indirect methods, such as
self-restraint. This general approach would be directed towards the gradual
liberalization and the progressive elimination of all resbtrictions as possibilities
arose within the framework of the general programme of the CONTRACTING PARTIES.
Each dsveloped country would contribute to this programme of liberalization
proportionately with the scope of its quantitative restrichions of all types.

These delegations considered that this solution was mores realistic and had the
merit of not excluding numercus restrictions which would remain outside the scope
of other proposals; it seemed to them more consistent with the spirit of the
general programme of the CONTRACTING PARTIES in the field of non-tariff barriers.

13. Various special aspects which some delegatiens felt should be taken into
account in any overall solution are set out below:

(1) Attention was drawn to the proposal concerning developing countries,
contained in paragraph 4, previously made in the Joint Working Group.
Some developing countries emphasized that any programme for removel of
quantitative restrictions of interest to them would have to take into
account the time targets for the Second Development Decade. The
removal of restrictions on such products should not also be made to
depend on the possibility of agreements among countries maintaining
restrictions or on the progress of work in the GATT on other fields.

(2) Developing countries having import restrictions not formally authorized
by the CONTRACTIING PARTIES but which could be justified under
Article AXVIII:B were urged to invoke the irticle and consult as one
contribution to the general effort to remove quantitative restricticns.
Other countrias with import restrictions not now fcormally authorized by
the CONTRACTING PARTIES should also agree to consult under proceduress
similar to those applicable in the case of invocation of Article XII or
XVIII:B.

(3) Some delegations expressed their serious concern about the discrimineztory
aspect of the restrictions maintained by some countries, and urged that
such features which are inconsistent with the most-favoured-nation
provisions of the General Agreement be eliminated as scon @s possibl:.

(4) Some countries suggested that it would contribute to liberalization to
draw up a note interpreting Article XXIV in the sense that the irticle
did not suthorize discrimination by any member country, member of a
regional grouping in the operation of quantitative restrictions to favonr
other members of a free-trade area or customs union.
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(5) It was suggested thatin order to avoid sbuse, recourse to Articles iX
and ZXI should be strictly confined to cases which were clearly and
demonstrably consistent with the limited purposes set out in these
Articles.

(6) Some delegations pointed out that a considerable reduction of the trade
restrictive sffects of quantitative restrictions could be obtained if
a more objective basis for establishment of quotas were used instead of
the practice of allocating quotas on the basis of trade during one
preceding year for goods where exports are fluctuating.

(7) One delegation drew attention to the possibility which had been
mentioned in the Director-General's proposal on import restrictions
(L/3260) that there might be dismantling of restrictions cither on a
unilateral basis or by negotiations or agrecements among pairs or
groups of countrizs. Such dismantling mnight in sore
cnsss  be staged. The contracting psrties should howsever be
kept informed about the progress achieved in such negotiations.

1. The possibility of an approach by products or sectors within the framework
of a general programme was alsc explored. Such an approach would have a certain
bearing on achieving freer trade as countriecs might find it easier to relax
restrictions in sensitive areas if such action were taken concurrently with
similar azction in several other import markets, since the pressure of increased
imports could be spread in this way rather than concentrated on a single country.
Thers wes o feeling, borne out to some extent by the preliminary findings of the
secretoriot, that ther: might be relzatively few arcns of the kind., Soms dcle=-
gations pointsd out that tariff action nmight comprise ~n isportant nddition sincs
so.:2 countrics still hzd .substantisl teriff protuction which could well be reduced.
Other delegations thought that the scope for tariff action in the framework of &
general progromme on quantitative restrictions was extremely limited since most
such restrictions were illegal and should therefcre be removed unilaterally.

15. The Group elso discussed the possibility that the chances of success might
be improved by a broader znd possibly separate sectoral approach in which tariffs
and other non-tariff barriers as well as quantitative restrictions might be
included.
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Discriminatory bilateral agreements

16. Some countries maiatained that discriminatory bilaterzal agreements were
against the spirit and the letter of the Gencral Agrecment. They proposcd, as a
first step, that all bilateral agreements of a discriminatory nature, vhether
based on & clearing arrangement or providing for scttlement in convertible
currency, should be notified, Since the General Agreement had no

provisicns dealing with bilateral agreements an interprctetive note or declaration
should be drawn up prohibiting bilateral agrecments where they have o restrictive
or discriminatory cffect on trade. They further proposcd that all discrigipatg;y
bilateral agrecments should be eliminatcd over a neriod of three yeers it i Tac
meantime no such agreenent should be rencwed., Any contracting party maintaining
bilateral agrecments zhould consult with the CONTRACTING PARTIES as those operating
under Article XII or XVIII:B consult at present in the Balance-of-Paymcants ‘
Committee.

17, Some cowntries stoted that the proposal for elimination and surveillance of
bilateral agreements should only be applied to developed countries., Thcy claimed
that in the case of developing countrics bilateral agrecments were a ucans to -
naximize trade. Thesc agreemcnts had provided a basis for trading with centrally-
planned ccononics and countrics having similer trading systems, had stimulated
expory offorts end led to diversification of exgorts of the devcloping countries
concorned, In aane czses, they relate to the cetnliskment of putunlly bencficial
co-opcration in the industricl and other ceonomic f£iolds. It wms therciore
imprrcticnl to considor cliriantion of these bilnterel n~gweaicnts, These countries
asked the aotifying countrics to toke these frets fnts teccount, Souw other
commtrics puinted out thot, while biloteral agreencnt tring short-ters |
benefits to the narties concernoed, they usually rosvli iz o misallocation of
rosowrees and o distortion of trade to the dig~dvontone of 21l contracting parties.

oy

18, The guestion of bilateral agrecnents with State-trading countrics was
discussed. On the part of the notifying countries, it was clained that bilateral
trade agrecuents with countries with centrally-planned economics were maintained
in order to get a morc favourable trading position than that of other countrics.
They should, consegquently, be termincted at an early date. A membor of the Group
representing o ceatrally-plenned cconony described the diffcorent types of trading
rclationshins of his country. Bilateral agrecments botween ceontrally-plammed
countrics and developing countrics had proved to be beneficial to both parties and
should continuec to ciist, Bilateral agrecuents with devuloped countrics should,
in his vicw, be clinadinated. In his opinion thesc bilateral agrcoments could be
abolished il most-favouwred-nation trcatment were granted completely to his country,
which wms a full contracting party to GATT.

19. Other countries pointed out that while quantitetive restricticonsz could indeed,
within a oystem of cleoaring arrangements, be uscd in 2 way as an instruwaent for
negotiation, such a possibility no longer cxisted within a systom of multilateral
payments wherc the maintaining of agrecients was not prompted by the desirc to
inereasc the bargaining position of the party concerned.
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20, Another nember of the Group st

tote
Purther the discussion in rclation to
a.

hat it would be inappropriate to pursuc
atoral agreements of-this kind pending
the outecone of work in other GATT bodics; and in view of the notifications ¢ cone
such agrecments already being »rovided it would be necessary to aveid duplication
~arising froum the first proposcl in paragraph 16.

dt
bil

i
s
i

'O

21l. Since quotas allocoted wnder bilateral agreomonts for the nurpose meinly of
nrotecting sensitive scctors of production could, in most cascs, be administcred
only through quantitative restrictions or cn the basis of export rostraints
bilateral agreements should, in the opinion of some countries, be dealt with in
conjunction with quantitstive restrictions.

Ixport restraints

22, It was agrced to change the title in the Illustrative List fro: "Woluntary
Restroints® to "Export Rostrainits! since it was cleimed by some countries that

the notifying countries restrain their exports becausc of the thrcat of imposition
of unilateral restrictive mczsures by importing countrics.

25, Countrics against which notificztions were medc stated that in their view
oxport restraints were more favourable to cxporting countrics than zlternctive
trade restrictive measures vhich would otheruise be applied, They pointed out
that Llevels of restrictions werce lmown in contrast to import quotas which were not
alicys published and that imvorts werc generally higher under thesc arrangements
than under unilcter:ily Loposed gucton. The regulor consultotions inhersnt
in export restraint ~rrangononts teonded to snced un the process of liberalization
as compared with thc liberclization of import guotes, In some cascs, the cxporting
countrics had imposed export resiraints of their own accord in oyder to maintain
quality contrecl or to regulate competition between their cxporicrs.
2l In revly to the point rcgarding consultations, countrics operating export
restraints mzainteined that n their opinion the so-called consultations were not
necessarily carried ocut on o mutually adventogeouc basis end often the suggested
as were presented to cxporiing countrics on a Mtoke it or leave it" basis.,

25, Some countrics operating export restraints considerced thet, varticulorly

since such rcstraints were cpdlicd on 2 discriminatory basis, they might in certain
cases have nore harmful esuects than quantitative restrictions ~pzlied on a global
basis. There wcre also cases whcre residusl quantitative restrictions instead of
being olininated were sought to be continued by converting them into export
restraints,

26, It wos pronoscd by many delegations, including the notifying countries, that
the solutions suggested for the reloxation of quantitative iaport restrictions
should apply also for cxport restroints, for they werce of the sawmc character and
hod the sanc effcet as quantitetive import restrictions. In thiz context, sonc
countrics propoccd thot the CONTRACTING PARTIES should work out o notification 2nd
conzultation vrocedurc in order to scecurc propor surveillance under GATT; refcrence
wes rade to the relevant suggestions put forward in the Joint Vorling Groun.
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Minimum price »ogulations

27, The Illustrative List included the problem of minimum priccs as 2 ccndition
tc importation. One affected country emphasized that the practice of excluding
goods priced below levels fixed in rclation to prices in the importing country
wes unacceptable if only because of ite discriminatory character., Further, the
scie comntry clalmed that the systom of minimum prices waz inconsistent with thce
provisions of the Goneral Agrcemcnt and urged itec abolition at tac carlicst
opportunity.

2%, The ropresentative of the meintaining country expleincd thot thils was a
measure choscn amongst scverazl becausc it was tho least dctrimental to trade.
It was the intention to recomsider the systom and, in duc course, if ncccessary
the govermnment of his country would establish dircet contact with the notifying
governuent,

2¢, Another delegation supnoricd by o group of countriers; referrcd to o somevhat
sinilar system applicd by another centracting porty to textilus rnd certein cther
goods. This so-called abnormnl pricing »ractice had been considered in Grous 2

but because it resembled o quantitative restriction had been transferred €

Group 4. Imports from o narticular country can te susponded nencing investigztion
and during the interval other higher-priccd goods sre froe to cnter, This appecred

to the notifying country to be - quantitative rostriction not justificd under
GLIT ac it wes not = reguwlation operated in ccanformity with odrovisions conccrning
anti-duaping., The represcntetive of the maintcining country stated thot o change
in regulations to Lring his country' s low into ceonformity with the Anti-Dumping
Code was undcr considcration and that uecantime no use wos being mwede of tac
neasure in question. He hoped to supply o text of the ncwr deeree os scon o8
possible., It was agreod thot this problenm might be reverted to in Grouz 2 but
world be reotoincd in Growp 4 for the time being.

yicensing

c3:  tho oxtent te which

20, The debate of the Group on Licensing covered tio issuc
. ‘L - . -
s striction and nossible

and nanner in which liccensing opcrate
sclutions to thc barricr cffects of licensing.

21, Some delegations considerced that any systom of Zarort licensing constitutad

o barricr, cithor potcnticlly or in fact, and embhosized their vicw that €

delay ond uncestainty to traders vhich was invelved in any licensing systen
operated as o doterront to trade, in particuirr te long-teim rplanning for vdrometion
of cxports since z threat of restrictive acction continued ito overiang and influence
planning of runufactarers and traders. They pointed out thiat thosc uncortaintics
roflected actunl expericnces of traders whoh~d found thet licenzing 1@ beun uscd %o
restrict Liport:, even under co-called nutomatic licomsing systems.  In their view
such ncocures should be abolished uxecpt wihore nccessary to lumlencnt restrictions
consintent with GATT. These delegotions considered that tihc 0LCD standerd iLmport
procedure, doeveloped in 1966 (see Annex 2), supported their view thot liconsing
wes a form of iport rustriction which should be clininatoed, sinee that code was
bLased on the orineiple that goods not subjcct to quantitative restricticn should
likewise not be subjceet to any liceasing proccdwsc,

&
T
kL

G
B
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32. Some other dolegaticns were of the view that the requirement of licensing was
in itself =z formzlity no diffsrent in kind from other formalities which were in
force in all GLIT countries and which were generally admitted in GATT not to be
restrictions. In this view, licensing could only come within the meaning of
irticle .1, parsgreph 1, if it were shown that the effect was to restrict imports.
That liccnsing =2s such was not intended to be forbidden wos indicated by language
in Article VIII recegnizing the need to minimize the incidence and complexity of
import formalitiss and to decrscse cnd simplify import decumentation requirements.
They p01ntvd out that the CACD nwrocedurss specifically provided in paragraph 6

that in specizl cosus, justifizd by the nesd to carry out certain controls which
could not be made in o more oppropricte way, o system of automatic licences or of
import certificotes might be gpplicd. In such cases the licences, visas or other
squivalent documents should e issucd upon request ond within a meximum of five
deys from the deposit of the request. These provisions confirmed their view that
cutomctic licensing wes o legltlnaty formality permitting the attaimment of various
spiecicl objeetives such as obtaining very expeditiously newded statistical data not
ctherwise aveilable or facilitating collection of taxes or levies. Vhere such
licences were gronted without dele oy and sometimes in circumstances giving the
administrotion no discretion to refuse, the requirements did not in their view
constitute o restriction or barrier.

33. Countrics which regarded licensing per se os o borrier to trade could not

occept thoat licensing was necsssary or desirasble to occcomplish such objectives and
considered that cother methods act hormful teo tr ad" could be found. In their view
customs dato, including invoice viauss, offercd o more reliable basis for gathering
statistics since traders tendsd to apply for licences for more goods thon were
currently ncoeded in the belizf that governments tended to restrict imports through
licensing. lorcover, it was noted that in many countrics licensing systems applied
only to sclscted typas of impcrted products, so that licensing could not be justified
on stotistical grounds.

Possibl. solutions with ruward to licensing

34. Thosu dulozs s which regerd lic" ing per sz o8 ~an inport restriction
proposwds ~t ith. outSDu, it licensing bqulreuu“ts be Jlinminsted by 1 Janurry 197«
except whure roquired to implentent Io purt restrictions consistent with GATT.

35. lwost countrics considerced tihat z licensing requirenment in itself could not be
scid in 21l cazses to constitutc a borricr., The following criteria received wide
supnort for defining licensing requirenonts not justified by reference to a
provision of GATI but zccsrendls as non-resirictives

(1) the crronguncnt For the ruceipt of applicaticns should be published;

(2) applications should be accepted from and licences granted to all
cpplicants without discrimination;

(3) 1licunccc should be granted upon presentation of the application by the
importer;

(4) =no conditicns should bu attached to the issue of licences.

It was agreed thit these suggestions merited further study.
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56. Upon reflection the countries which had teken the stricter view of licensing
considered that they could agree to these criteria for definition of licences
which would be regarded as non-restrictive. However, they believed there was a
need for a review of tke systems of licensing actually in use among contracting
parties. Such a review would begin with a questionnaire and replies by governments
describing the working of licensing systems actuzlly in use, time lapses and
formalities involved, ani the objectives sought to be obtained through licensing
procedures. (An illustrative questionnaire is attached as Annex 1.) If some
licensing systems were found by the mzintaining countries, in the process of
replying to the questionnaire, to have outlived their usefulness, this would be a
first benefit from the examination. After notifications of licensing systems had
been made to the secretariat an appropriate GATIT body would review the notified
procedures and make recommendations for their elimination or modification.

37. The proposed review was supported by a majority of delegations. Some
qualified their support by doubt as to whether an inguiry need go beyond the
so-called "automatic" licensing systems, since there had been wide agreement that
restrictive licensing should in any event be treated within whatever overall
solution was adopted for dealing with quantitative restrictions, and since a
broader review might well become & very considerable undertaking of long duration.
Other delegations supporting the proposal felt that the breadth of the examination
would be an advantage, especially to developing countries, since restrictions are
often aggravated by the way in which licensing procedures operate, and the methods
of operation were little known and difficult to ascertain. It was suggested that
the term "licensing" should be broadly interpreted to include technical visa
requirements, surveillance systemsgminimum price arrangements, and possibly exchange
requirements, all of which involved administrative review cf proposed imports as a
condition to entry. Some considered that the factual examination would be most
useful whilst reserving their view on what should be done with the results.

38. Some countries considered that the range of inguiry proposed would require
highly differentiated replies, since a given country might have régimes of
different kinds applicable to different categories of case. These countries also
felt that the proposed questionnaire required further study before a position
could be taken upon it, and in this connexion they considered that the work done
by the OECD some years ago should first be examined to see whether there were
reasonable prospects of improving upon it. In this regard, the representative of
the OECD, upon invitation, indicated that the standard procedure reproduced in an
annex to this report represented the end result of work undertaken in 1962. A
detailed questionnaire had becn circulated on procedures for according licences
and quantitative restrictions along the lines of the questions proposed by the
United States draft questionaaire. It had originally been enviseged to revise and
update replies to the questionnaires but this had not been done, doubtless because
of the pressure of other work.

39. The country proposing this approach agreed that OECD work should be taken into
account, but noted that the questionnaire sent out in that connexion in 1962 had of
course not gone to the many GATT contracting parties not members of OECD. In its
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view a new GAIT questionnaire could be answered within thres months. It defended
the broad scope of the proposed reviesw on the ground that there would be many
differences of view as to what was and what was not autcmatic; not to mention the
advantage to developing countriss, connscted with their difficulties in making use
of the trade possibilities open to them, bscause of intricate licensing requirements.

40. One member of the Group, supporting the proposzl, noted in particular that
licensing lent itself to use as a disguised barrier to trade, since it was easy
to slow the procsssing of certain applications fer licences, to eurb imports from
particular sources by hints tc importers, or to restrict imports at prices which
might be considered undesirably low.

41l. Other proposals for dsaling with ths subject of licensing, which might be
enviseged either concurrently with the questionnaire and review described above

or as possivle later stages, dezlt with the possibility of slaborating codes
designed to reduce thes barriers resulting from licensing. One suggestion was that
the CONTRACTING PARTIIES might consider adoption of a code along the lines of
Articles 7 to 14 of the O0Z(CD standard procedure, the text of which is reproduced

as Annex 2. One delegation felt that special attention should be given in any

code to reducing complex licensing requirements which often frustrated limited
trading opportunities open to developing countries, as suggested in Annex 3 to this
report.

42. Most delegations considered that, whatever was done resgarding licensing as an
adjunct to permitted quantitative restrictions, restrictive licensing should in
any event be ipeluded in & general progremms for removal of quantitative
restrictions.

Motion picture rcstrictions

43. The notifying countrics pointed out that a variety of measures were used to
limit trade in motion picturss. They were concerned that any of these measures can
be substituted cne for the other to restrict trade and proposed a standstill with
regard to all of then.

Lbe Most of the countries against which notifications had been made underlined
the special cheracter of motion picturss, which represented a medium of
information and disseminution of culture to which govermments attached great
inportance. In their view, the measures novified were designed not to limit trade,
but to permit the maintenance and development of an activity which in general
encountered economic, structural and trade difficulties, due in particular to the
disproportions existing betwecn the film industry of diffserent countries.

45. The notifying countries regarded certzin restrictions as inconsistent with the
General Agrecment, nemely quantitative restrictions on the internal distribution
of films, discriminatory toxes, local printing, sub-titling and dubbing require-
ments, and export subsidies. They provosed that all illegal restrictions be
remcved promptly or, if this was not possible, by 1 January 1972. Countries
maintaining illegal restricticns after that date should be required to seek
waivers of their GATT obligations or pay appropriate compensation.
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46. Some countries suggested that although motion picture screen-time quotas are
permitted under Article IV, a standstill should be agreed and ultimately screen
quotas should be eliminated. They also noted that Article IV envisaged negotia-
tions in this field.

47. Other countries pointed out that screen-time quotas were designed to ensure

a certain minimum distribution and showing of domestic films, and not to prevent

the showing of fereign films, which in genercl filled a large part of overall screen
time. In addition, the measure scsemed essential in order to avoid oligopolistic
practices which might result from increasing concentration in the distribution
sector.,

48. One delegation pointed out that the practice of setting screen-time quotas
for recorded television programmes contravened Article III, paragraphs 5 and 7,
which prohibit the use of "mixing regulations". Other delegetions referring to
paragraph 10 of Article III expressed the view that Article IV, in their inter-
pretation, was also applicable to television quotas.

49. One notifying country expressed the view that subsidies tended to distort
trade in films. A4 solution was snvisaged along the lines of that proposed in
Working Group 1 of the Industrial Committee for domestic aids:

(a) A1 contracting partiss should novify their subsidiss in the form
prescribed in the annex to the report by the Panel of 1960.

(b) On request, notifications should be followsd by consultations among
interssted partics or with the CONTRACTING PARTIES in cases where
subsidies are determined to be causing or threatening serious prejudice
to the interests of other contracting parties in accordance with
Article XiIX or, if no satisfactory solution wers found, as provided for
in Article XIIX.

The Group agreed that there should be z notification procedure in accordance with
Article XVI.

50. Moreover, it was suggested that criteria alcng the following lines should be
developed to ensure that film subsidies have ne trade-distorting effects:

(a) No subsidies could be puid which would result in vroduction of an
entertainment £ilm which would not otherwise have been made.

(b) Any government aids should be limited to thosc designed to raise the
competence of f£ilm makers and increase the quality of films.

(c) Governments should not subsidize exports.

(d) Thoere should be no diserimination in internal tax treatment in favour
oi domestic or of certain foreign films.
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(e) Ainy subsidies paid should be sxtended to foreign producers and other
film interests.

(f) Production subsidics should not be pzid that cause the trensfer of film
production from one country tc ancther,

oscme of the criteria rsceived the suppert of some delegations.

51. A large number of delegations were not in favour of listing criteria on the
question of motion pictures. Furthermore, they sxpressesd doubts concerning the
trade effects of aids =t present granted to national film industries. They
underlined that in certzain cases aids could be beneficisl to foreign films, in
particuler aids to cinemas and to f£ilm co-productions. In addition, some of them
pointed cut that they did not grant zny export subsidies.

52. It wes noted that the OECD was also addressing itself to the question of films
for both cinema and televisicn and that an expert group had prepared a sesries of
proposals concerning changes to the code of liberalization of current invisible
transactions. Some delegations preferred to await further progress on the work

in OECD before deciding on.any criteria with respect to film subsidies.

53. Some delegations, while agreeing with the principle of frecdom of trade in
films, said that 2 case could be mede for subsidizztion of the film industry in
developing countries, at least during a transitional period.
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Annex 1

DRAFT QUESTIONNAIRE ON IMPORT LICENSING

l. Conditions for eligibility to apvly for a licence,

2. Information recuired in applying for a licence (origin, supplier, quantity,
price and terms of sale); documentation, if any, required with application.

3. Description of differsnt procedures applied for diffcerent groups of products.

4e Trade or administrative becdies, other than those which actuzlly issuc licences,
to which licences may be refarred,

5. How far in advance of importation aspglication must bz nade.
p P

6, Maximum and minimun emount of time which elapses betwecn receipt of application
and issuance of licencc.

7. Poriod of validity of licence and means by which licince may be extended.
8, Administrative procedures, other than licensing, required prior to importation.

. e ved by licensing of liberalizcd imports; reasons these ose
9 Purposes served by 1 ng of liberalizcd in ts; h purposes
cannot be achieved by othsr means,

10. Reasons for denisl (if cver) of applicaticns for licences to import libera-
lized goods.

11, Correspondence of licensing practices for imports not subject to cuantitative
restrictions to criteriuz set forth in paragrzph 35 of the Working Group 4
report.
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OICD._SPANDARD PROEDURE FOR THEGRT OF GOODS
TRADED O PRIVATE +0oCUNT

4, General vrovisions

1. The present procedure applies to 211 imports other than those carried out
by State~trading enterprises, monopolies and other govermment enterprises or
departments, as specified in Article AVII of the GATT. It does not affect
measvres which may be talen in conformity with Articles XX and XXI of the GATT,
or the provisions relating to qualiiy standards, or marking regulations which
importers may have to comply with wu.der national procedures.

2. To be entitled to import, persons, firms or other bodies should uot be tied
to any conditions other than those uwhich apply generally to the trade in the
products in question in the country of importation: these conditions, however,
should not be required of persons who import goods for their oun use.

3. In the case of goods not subject to quantitative restrictions, the foreign
exchange necessary for the payment of imports should be made automatically
available to importers. In the case of merchandise imported under quota, the
foreign exchange needed for the payment of imports should be made available to
the importer on presentation of the licence or the document authorizing the
import, without further formality.

4e In cases where the importing country deems necessary to be informed of the
origin of the merchzndise, a note of the origin on the invoice or customs
declaration, or where appropriate on the import declaration, and if necessary

on the application fcr a licence, siould be considered as cdeguate. There should
be no further systemctic verification of origin, but in cases of doubt the
conpetent auvthorities siould accent certificates of origin made out by chambers

of commerce or other organizations previously approved by tue government concerned,
vwhile maintaining the right to veriiy thic validity and accuracy of such
certificates.

5. The importers cheuld not be required to provide any other documents than

the customs declarasion, accompanict by o bill of lading or caorriers certificate,
and the invoice, together, where ajpropriate; with an import declaration approved
by the responsible autiorities. iioreover, for imports subject to licence, the
production of the licence may be required., Th: orovisionms ol tiis paragraph would
not affect ths pouer ol custeoms ~wwblioriiles to vroceed to cuinnlcmentary

verificotions in cosesn uwhere it 1 nezsseiry o U0 50
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B. Products not subject to quantitative restrictions

6+ o licence or any other document or formality of the scme charscter should
be required for the importation of goods which are not sibject to quantitative
restrictions. However, in special cases, justified by the need to carry cut
certain controls which could not Le made in a more appropriate way, a system
of antomatic licences or of import certificates may be applied. In such cases,
the licences, visas or other equivalent documents should be issued upon request
end within a maximunm of five days from the deposit of the request.

c. froducts imported under global, bilateral or unilateral gquotag

7. ALl useful information concerning quotas and formalities of filing
applications for licences should be brought %o the attention of possible
importers in good time, notably by notices in official or private press organs
(general or specialized) or by communications to trade asscciations concerned.

8. Importers should be given at least fifteen days in which to zpply for an
import licence in the ccse of standard commercial articles, and ot least one

month in the case of non-standard commercisl articles. 4 shorter period may,
however, be prescribed in specicl cases.

9. Applications for licences should be made on a simple and standard form to
the licensing authority. Normelly a single authority should be responsible
in each country, but in the case of certain categories of wmroducts, these
functions may also be assigned to sepercte authorities for the purpose of
securing a more rational administrction of quotas, taking account of needs of
both the authorities and the importerss

10, The licensing authority mcy seek the advice of other government departments
or technical and trade bodies regarding allocctions. Where it decides to consult
national econcmic interests for this purpose it should not limit itself to
consulting trade associations o producers.

11. The authorities of the importing countries should take the necessary steps,
when zllocating quotas, to ensure that licences can be iscued and importation
effected within the periods prescribed for this purpose and %o facilitcte the
full utilization of the quotas. Furthermore, wiere the size of quotas pernits
new importers should have the right to request a fair share of quotas.

12, If applications are examined simultcneousiy, not more then three weeks
showld lapse between the closing date for applications and the issue or refusal
of the licence. If applications are examined on receipt, nct more than three
weeks should elapse between the receipt of the applications and the issue or
refusal of the licence.
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13. Licences should be valid for at least three months from their date of issue.
However, 2 longer period of validity should be accorded when the distance of
transport and communications makes this a legitimate requirement. Licences
should also be ecsily renewable, Vzlidity mey nonetheless be for a shorter,

but reasonable, period in special cases.

1. All applicants should have the right %o appezl against a refusal to issue a
licence, under nationsl legislation end/or procedure of the importing country.
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Annex 3

SUGGESTION PRISENTED BY CI'E DELFGATTION
"u?.FERPJ .n.O N P.uuﬁCumPH 41 FOR
E-IPPOVEI@ T 2ROCEDUHES RS o5 FOR LICENSIHG

Licensing procedures szhowld provide for the followings

L.

2.

Bilatercsl guotag

(a)

(b)

Imports under bilateral quotac hnou¢u be &llotted without import
licences, on the basis of cxport permits to be issued by the exporting
countries.

In excepticiunl cases whore Igste of _“port licences was considered
necessary by the importing cowntries, these should be issusd auto~
motically on production of esxporth nermits.

Glopcl guctas

(2)

(b)

(£)

i)

uvotas should not be fragmented in sncll quantitics and allotted to
a number of parties, as tiiis rickes imports uneconcniical.

The practicc of allotuing import licences for cerizin goodv only to
doizestic producers of l*kc goods should be discon L¢nued and licences

should be issucd to cll personz interested in importing.

The proctice of isswing liconces on condition thud goods should be
exporbed cnd not sold in damcstic narlket should be discontinued.

The period of validity <r the licences should not be short and should
be fixed in the case of countries citucted at o distance, taking into
acccount distances of transport and difficulties of communlcgtloh.

lioticce for allocotion of guetas showldd be given due zublicity in
oificial and private press orgons and brought to the attention of
the tr ad nssocietions as well cs of the govermnents of exporting
countries, particulerly of their twrads representotives.,

Trade reprecontatives or emport »nrouotion bodies oi the exporting
countries should be kept informed cbout licences issued and the names
of the importers to whom licences wore issued.



