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Corrigendum

The following changes should be made in the column for Australia.

Page Question
No. No. Question Answer

4
5

5

14

16

19 2, 3

20 6(a)

- Documents to be supplied?

- Period of validity of licence?

- Are licences transferable
between importers?

- Goods from which countries?

- Is information concerning
allocation of quotas. published?
Where? To whom?

Overall amount published?

Amount per country?

Amount per importer?

20 (b)(i)

Not usually required

As specified therein, normally
six months

No

Non-quota licensing applies to
some second-hand vehicles:
machinery and parts
Quota licensing currently
applies in respect of some
textiles and footwear, motor
vehicles; steel sheets and
plates and ophthalmic and sun-
glass frames and sunglasses

Announced by Ministerial press
statement, followed by Bureau
of Customs Notice
Yes. Value or quantity of
quotas is published

Quotas are not normally
allocated on a country basis

Details of allocation of quotas
to individual importers are not
published
Usually one yearQuota period?
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Page Question
No. No.

(ii) Licence period where. different
to quota period?

(iii) New application necessary?
(c)(iv) Are names of licencees made

known upon request to govern-
ments of exporting countries?

Six-monthly basis

No

No

22

22

22

22

(v)

(d)

(e)

(g)

23 6(h)(i)

If not, for what reasons?

Time for submission of applica-
tions since opening of quotas?

Minimum and maximum length of
time for processing of
applications?

Number of admin. organs
considering applications?

How many organs does applicant
have to approach?
If demand for licences cannot
be satisfied, on what basis
is allocation made?

This information is regarded
as confidential between
licencee and Goverment.
Normally twenty-one days

Minimum: Twenty-four hours
Maximum: Three weeks except
in cases where there are
large numbers of importers
Usually one, sometimes two
administering organs
Application to one organ

Past performance

(iii) Provisions for newcomers?

Import licences required in
cases of bilateral quotas or
export restraint arrangements?
If so, are they issued
automatically?

If no licences are required,
reans of supervision of
importing country?

Are there products for which
licences are issued on
condition that goods should
be re-exported?

Not usually

No

Statistical notification of
export authorizations issued

No

21

21

22

Answer

23 (i)

23 (j)

(k)
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Foreward

In February 1965 the CONTRACTINGPARTIES to the General Agreement on
Tariffs and Trade amended the text of the Agreement by adopting a new Part IV
containing provisions relating to trade and development. The provisions thus
incorporated in GATT were primarilyintended to provide an adequate legal and
institutional framework. for the effort vihich had already been initiated and
actively pursued by the CONTRACTNG PARTIES to facilitate the trade and
development of the developing countries. With the entry into force of these
provisions and the establishment of the Committee on Trade and Developmernt,
however, these accivities have been given a new impetus and have been extended
in several new directions.

The Committee on Trade and Development has held severe sessions since its
establishment in March 1965. The Committee has also appointed a number of
sub-groups which have met from: time to time to examine in detail and report on
specific problems.

For convenience of reference it has been thought useful to put together a
collection of the more important docurments relating to activities of the
Committee and it. various subsidiary bodies. By way of introduction the
secretariat has prepared a note on "GATT and. the Expansionof Trade of
Developing Countries", which summarizes these activities.

November 1966
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GATT AND THE EXPANSION OF TRADE OF DEVELOPINGCOUNTRIES

Introductory Note bythe Secretariat

The General Agreement on Tariffs and Trade is an inter-governmental
instrument providing for rights and obligations inthefield commeIealcofeksnercie.1
policy. It has as its principal objective the raisino of standards cf living
and the progressive development of the economies of the contractirg parties
trough arrangements directed towards the reduction of customs tariffs and
other barriers to trade, and the elimination of discriminatory trade practices.

In the wTRork of theIECONACTNG PARTS dover the last ecade particular
attention hos been paid nd the trade ari ecoeomiprdeveloopmcnt roblem f the
developing courntries. This has manifested itself nn the Dember of Novcî,r.
1958 inaugurating the ProgramEe for Trade xpansion, the solutionn of
May 1965launching the Action Programme and the recent incorporation in the
Agreement of a new Part IV stressing the need foi ma raopid attannent f the
aforementioned objectives for develingng contractn-G parties, and setting forth
certain supplementary prisisions to thîi end. The increasing preoccupation
of the CONTRACTING PARTES with the problemg of developinC countries has been
reflected in a corresponding increase in the number of developing countries
participgting in the AZreement which has grown from ten in 19x7 to fifty-si
out of a total GATT membership of eighty-two in 1966. With the inauguration of
the Programrne of Trade Expansion in 1958 a committee, iknown as Commttee III,
was established to, find ways and means to facilitate the expansion of the trade
of developinghcountries. Tle apmroach of Comrittee III to the wook assigned teo
it Was systematic. Its activitieo continued tG expand until 1965 when the
Committee was superseded be the Committnce eon opTrade ad Dvelment. During that
period the Committee pursued the objectives set for io along the fcllowing lines:
identification of barriers tc trade on a commodity-by-commodity basis;
continuing efforts to achieve the removal of these barriers; parallel extension
of the commodity-by-commodity approaeh through thc broad study of development
plans and export; potential; and consideration of other measures to expand
exports (e.g. preferences, trade information and trade promotion services,
production and marketing techniques and relationships between trade flows
and financial assistance). After another IMinisterial Meeting,-in -1065,
Committee eII was supplcmented by mhe Action Chnmittee whic was given the
task of supervising the imolementation cf an Action Programme drawn up by the
Ccnmitee and adopted by the Ministers. TheaAction Progremme provided in
seven points for (i) a standstill on the ewection ofndei tariff ax> non-tariff
barrierse ffeoting thc-experts of developing countries; (il) the elimination
of quanti@ative restrictions inconsiTT nt withafeGAW ,andeaffcting th experts
c developing countries; (iei) duty-frec entry for tropical products;
(iv) the elimination of tariffs on primary products; (v) the reduction and
elimination of tariff barriers to expepts of eemi-lrocessod and processed
products from developing countries; (vi) the progoressive reduction of internal
fiscal char-es and revenue duties on products mainly originating; in developing
countries and (vii) regugar rmportinr of reasures taken by contracting parties
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wth respect to these barriers to trade. An eighth point in the Programme urged
thecontracting parties to rive consideration to the adoption of other

appropriate measures which would facilitate the efforts of developing
countries to diversify their economies, strengthen their export capacity
and increase theïr export eariings.

Part IV of GATT

The addition to the GATT of the new Part IV in 1965 has given a legal and
contractual basis to these activities. Part IV is composed of three Articles.
The first of the Articles spells out the general principles and objectives
relating to trade anddevelopment which shlould govern the commercial policies
of the contracting parties. These principles and objectives relate to the
access to worldmarkets for primaryproducts and manufactured and semi-
manufactured goods exported by developing countries and the stabilization of
primary commodity markets. The developed countries agree not to expect reciprocity
in return for concessions theyextendtothe developingcountriesin trade
negotiations; developing countries are not to make contributions which are
inconsistent with their individual development, financial and tree needs. The
second Article sets out certain undertakingsby the developed and developing
ccuntries in furtherance of the objectives. Except where compeIling reasons make
it impossible, developed countries agree to refrain from increasing barriers
to experts of products of special interest to the develeping countries, and tof
give hgh-priority to the reductionocf existigE aerierrs an such products. Hgh.
priority is aloe te be given in ayr adjustmentsocf fiscal policies to the
reduction and elmnination of fiscal taxes on such products. A procedure for
consultation, is pocvïded te deal with difficulties ariiîng in the implementation
of these cmmiimrents. The developing couttries undertake toiîmplement the
provisions contained nr the new Article for the beneift of the mutual trade
between developing oeurtries in so far as tiîs is consistent with their
Tndivucl1 neese. The thrdhocf the new Articles lists vaiolus fomrs of joint
action to promote the, trade adc develomrentocf les-sdevelepde contraciLng parties
are covers studies and consultations in respect of trade and development necds
of e.veloping countries over a wide field.

n;elbruary 1965 a Committeeoon Traed ndaevdeoZmecnt was establislied o!
supervise the iplemmnrtaiocnoft ecneiw Part IV n;d to take over the fncetions
performe -untilthenvbyommiittee III and atke Action Cmomittee. The Cmomieue
has adopted certain procedures for cary7ng out its task, inculdign procedures
for reporting by governments no theïr action in relation to the provisions of
Part IV nad for the peridcic review of the implementation of those provisions.
The Comittee has established a nurnber of subsidiary bodies to assistiIt in
various fields. The ocrk which is being carriedoaut in this mannermray be
briefly described.
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Rernoval of qantitative, import restrictions

As a result of efforts made by Committee III are the Action Committee
substantial progress had been achieved by 1965 in the elimination of barriers
affectig the trade of less-developed countries, particularly in the field of
quantitative restritions. The Committee on Tradeand Development has
vigorously continued this work and is in thïs regard assisted by a Group on
Residual Restrictions. The Group has carried out country-by-country discussions
with developed. countries maintaining restrictions affecting products of
interest to developing countries and has presented various proposals and
recommendations aimed at accelerating the process of liberalization.

Since the adoption of Part 1V, which requires that developed countries
accord highpriorïty to the removal of restrictions on products of interest
te developing countries, a number of the remaining restrictions have been
removed and in certain cases the countries applying restrictions have indicated
target dates for their removal.

Although the progress has been welcome and contributed substantially to
opening up the access to the markets of developed countries for products
of developing countries, the fact remains that a significant number of import
restrictions continue to be applied by developed countries. In most of these
cases no target dates for their removal have. been indicated. The developing
countries affected by these remaining restrictions have repeatedly expressed
dïssatisfaction over the situation. Recently, the Committee on Trade end
Development once again urged that the governments concerned give rather
consideration to the possïbilty of removing the restrictions and report on any
action taken or target dates adopted by the end of 1966. The Committee is also
giving consideration to various methods whereby governments still maintaining
residual restrictions may be induced to abolish them. The Group on Legal
Amendments, which is changed with studying proposals to amend the General
Agreement, has, for example, been asked to deal with certain sugestions
relation to the safeguard ofthe interests of developing countries when these
are affected bythe residual restictions. The Group on Residual Restrictions
is considering the question of the adequacoy of, and appropriate improvements
in, existing procedures to deal with remianing restrictions.

Reduction of ïmport duties and taxes

Part IV aIso requires dcveloped countries, to the fullest extent possible,
to accord hig priority to the reduction of customs duties on products of
export interest to developingconntries. Since the adoption of Part IV,
developed countries have eliminated duties on over thirty items of this nature,
reduced duties by 50 per cent on several other items, and temporarily suspended
duties on over twenty products of interest to developing countries. With
regard to tropical products, most industrialized countries have taken action
to eliminate or suspend duties an tea and tropical timber. Some process has
also been made in the removal or reduction of internal charges on coffeeand
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cocca. In thls ffeld, namely the reduction e-f custccms duties and other charges,
a number cf developed countries have declared that they intend to make use of
the opportunity provided by the Kennedy Rsu.nd to take action expected of them by
virtue of corinitments they have un.mdertaken under Part IV of this Agreement.

Participation cf developing ccuntries in the Kennedy Round

One of the major objectives agreed '_ron br ht-h contracting parties when the
Kennedy Round was launched was to seek solutiions through these negotiations tc
at least some of the major problems cf the developing countries in the trade
field, and, as noted above, a number cf important industrialized countries have
indicated that they intended to make use of the mechanism provided by the
negotiators te give effect to the corrmiitr.ments they have undertaken under
Part IV of the Agreernent. lhe Committee on Trade and Development has con-
sequently -concentrated its atter on in the last few months on matters directly
related to the negotiations and has kept close watch on the way in wIhich the
opportunity presented by the Kennedy Round to give effect. to the provisions and
objectives of Part IV is beïng used.

When the procedures for the negotiations were drawn up, it was formally
recogrized that, while every effort should be made in the negotiations to
reduce barriers to exports of the developing countries, the developed countries
could not expect to receive reciprocity from the latter.1 Subsequently, it was
further agreed that the objective of reducing barriers to the exports of the
developing countries should be borne particularly in miind in the approach to
the question of exceptions to the rule of the across,-the-board reduction in the
tariffs cf the industrialized participating countries. Further these exceptions
must be kept to the bare minimum necessitated by reasons of overriding national
interest and they should be subject te justification and confrontation.

The special.position of the developing coun.trie: in the negotiations has
thus been given special attentions A sub-committee of the Tzrade Negotiations
Committee has been set up to deal with problems arising in the negotiations which
are of special interest to the developing countries. Individual less-developed
countries have indicated products whose exclusion from the exceptions lists
presented by the developed countries they regard as being of special importance.

In the course of the negotiations, developing countries have also presented
certain specific proposals for maximizing the benefits from the Kennedy Round for
their trade. These envisage exclusion of products of interest to developing
countries from the exceptions lists, advance implementation of agreed reductions
for products exported by developing countries, deeper reductions for products cf
interest to developing countries than the 50 per cent across-the-board reduction
proposed for industrial products, etc.

'This principle of.non-reciprocity has since been incorporated in the text
cf the General Agreement. Under paragraph 8 of Article XXXVI, developing
countries are not expected in trade negotiations to make contributions which are
inconsistent with their individual development, financial and trade needs, taking
into account past trade development.
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Many developing countries are actively participating in the Kennedy Round of
negotiations. Among these, most countries have made specific or general state-
ments of the contribution they are willing to make to the objectives of the
Kennedy Round. At present bilateral consultations are proceeding between the
participating developing countries and the developed countries with c view to
ensuring that developing countries can obtain real and substantial benefits from
these negotiations.

Expansion of trade amorg developing countries

The Committe on Trade and Development has been examining the problems
involved in the expansion of trade among less-developed countries, with parti-
cular reference to the rule of preferences between less-developed countries in
promoting such trade. In its second report to the CONTRACTING PARTIES on this
subject, the Committee concluded that the establishment of preferences among
developing countries, appropriately administered and subject to the necessary
safeguards, could make an important contribution to the expansion of trade among
these countries and to the attainment of the objectives of the General Agreement.
The Committeenoted in particular the role that. these preferences could play in
helping developing countries to find larger markets and achieve economies of
scale. The Committee considered that the establishment of such preferences
should most appropriately be the subject of negotiations between developing
countries, in which due account should be taken of the different stages of
economic development of the negotiating partners. The Committee agreed that
before an attempt was made to draw up specific legal provisions or formulae for
the exchange of preferences, it would be hlpful to see what concrete proposals
or arrangements might in practice be made or negotiated by developing countries
acting within the spirit of Part IV of the General Agreement. Since then an
informal group of less-developed countries has been engaged in the task of
discussing and formulating procedures providing for thle exchange of concessions
on a-most-favoured-nation basis or on a preferential basis between developing
countries. These informal discussions and negotiations are still continuing.
The Group on Expansion of Trade Among Developing Countrics set up by the Committee
on Trade and Development has also been discussing questions relating to non-
tariff measures for the expansion of trade among less-developed countries. And
these discussions have also been assisted by informal exchanges of views on the
issues involved among the developing countries themselves.

Legal amendments to the General Agreement
One of the tasks specifically assigned to the Committee in 1965 was to

examine certain outstanding proposals for amending the GATT. One of these
related to the provisions of Article XXIII of the Agreement, on procedures for
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the redress of damages caused by action involving- nullification- or impairment
of benefits which a contracting party expects to derive from the GAIT provisions.
The proposal was aimed at making the provisions of that Article more effective
from the point of view- of developing countries. For the present the
CONTACTING PARTES have, instead of amending the Article, adopted a Decision
providing for procedures which can be used by a developing country when it
invokes Article XI. Work will be continued by the Committee on Trade and
Development on certain other outstanding and related proposals submitted by.
developing countries for the modification of this Article or the procedures. The
Committee has also examined a proposal for inclusion in the General Agreement of
provisions to enable developing countries to apply surcharges on imports for
balance-of-payments reasons without the necessity of having to apply for waivers
in each case. The Committee has identified the main problems involved and will
continue to-work on this matter. The CONTRACTING PARTIES have also authorized
the Committee on Trade and Development to receive and consider any new proposals
that might be put forward by less-developed countries for improving the
provisions of the General Agreement as relevant to the work of the Committee.

Adjustment assistance measures

The Committee has considered the use made by developed countries of
governmental measures to assist industrial adjustment with a view to facilitating
the expansion of developed countries' imports from developLg countries. The
Committee has studied a substantial amount of material submitted by governments of
industrialized countries on measures applied, or proposed to be applied, by them
in the field of adjustment assistance which have a bearing on possibilities for
creating better trading opportunities for developing countries. In its report
on this subject, which was endorsed by the CONTRACTING PARTIES at their twenty-
third session, the Committee recorded its agreement that adjustment assistance
could make some contribution to the solution of the problem of creating greater
access for the exports of developing countries. The Committee noted that
adjustment assistance could be used In particular to ease the problems of
individual firms and groups of workers faced with difficulties through increases
ln the flow of exports from developing countries. Some members of the Committee
thought, however, that the question of long-term structural adjustment posed
difficulties which night make it inadvisable to place too great an emphasis on
the use of adjustment assistance as a means of bringing about long-term structural
changes. The Committee felt, nevertheless, that adjustment assistance could play
a useful part inasmuch as it would help developed countries to lower barriers to
the exports of developing countries and to deal with social and economic problems
which might otherwise make it difficult for then to follow liberal commercial
policies. Since countries varied greatly as to their economic, political ar-d
social conditions, the appropriate form and scale of adjustment assistance could
appropriately be considered by the developed countries themselves.
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The Committee also agreed that the attention of contracting parties should
be drawn for appropriate action to its conclusion that, although adjustment
assistance as a tool in commercial policy designed to improve the trading
opportunities of less-developed countries had its limitations, it nevertheless
had a valuable rôle to play. It was agreed that contracting parties
participating in various activities in GAUT should be invited to consider to
what extent adjustment assistance could be employed in dealing with the issues
with which the various GATI bodies were concerned. Further, where it was thought
that more detailed examination of the contribution. which adjustment assistance
could make to the solution of particular problems no- taken up elsewhere could be
helpful, the necessary arrangements for further work would be made. Provision
has also been made for a review of detailed information on the application of
adjustment assistance measures to be submitted on a periodic basis by
governments,

International commodity problems

The CONTRACTING PARTIES to the GATT have been concerned for may years with
the problem of instability in the field of commodity trade. Since 1957 the
CONTRACTING PARTIES have undertaken periodic reviews of trends and developments
in the field of comrnodilty policy. The CONTRACTINGPARTIES have also on more than
one occasion reaffirmed their readiness to deal, upon request from one or more
contracting parties, with any special difficulties arising in connexion with
international trade in primary commodities. A growing International recognition
of the need for stabilizing the export earnings of less--developed countries from
primary products, which also found expression in the UNCTAD and elsewhere, has
reflected itself in the a-eement that the Kennedy Round of trade negotiations
should not only deal with the problem of trade barriers in tropical products
but also of prices. One of the major objJectives of to Kennedy Rlound is
to seek acceptable conditions of access to world markets for agricultural
products in furtherance of a significant development and expansion of word trade
in such products. While action by GATT in this area is thus largely taking place
in the framework of the Kennedy Round negotiations, certain aspects of inter-
national commodity problems have beer deal_ with by the Committee on Trade and
Development. A working group established to discuss such, problems has addressed
itself to problems affecting international trade in cocoa, cotton and tropical
timber, on the basis of proposals put forward by certain less-developed countries.
A number of specific suggestions and recommendations regarding further work to
be undertaken by the group have been put forward. with respect to cocoa, the
Committee has brought to the urgent attention of are of the bodies concerned in
the Kennedy Round negotiations - the Trade Negotiations Committee's Sub-Group on
Trade and Tropical Products - the need to explore the possibilities of speedy
progress in the removal of barriers affecting trade and consumption in that
commodity. In the case of cotton, the Committee has drawn the attention of the
International Cotton Advisory Commodittee to the discussions in the working group
relating to developments affecting international trade in cotton and has agreed
to keep further developments under review.
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Preferences

The Committee has been considering the question of preferences in favour of
less-developed countries since March 1965. The basic issues involved have been
identified and the various positions of governments on these issues have been
stated in the Committee. Further work awaits decisions by governments on the
policy aspect of the matter. In March 1966, the CONTRACTING PARTIES granted a
request from the Australian Government for a waiver under Article XXV to pemit
it to establish preferences for developing countries on a list of products.

GAIT studies of development plans
The decision that GATT should embark upon a programme of development studies

has opened up a new field of work. It constiitutes a significant part of the work
of Committee III, and has been continued under the aegis of the Committee on
Trade and Development. The studies are aimed at obtaining a clear analysis of
export potential, market prospect and are further action that may be required to
overcome any difficulties that may be revealed. This should be of value to
individual developing countries to assess more closely the likely trade impli-
cations of their developmental efforts as regards both exports and Imports. The
studies also endeavour to bring out the potential rôle of the export sector as a
whole in individual developing countries and thus to focus attention of the
international action that will be required in order to remove barriers, which
would otherwise frustrate the growth of exports of these commodities. This
could also facilitate the working out of international arrangements in respect
of individual commodities. A further aspect concerns the way in which the
studies can acquaint developing countries with one another's development plans
and in particular their import requirements and targets in relation to exports.
The availability of information of this kind might also serve to facilitate
work in the field of regional co-operation.

So far studies have been completed for Nigeria and Uganda and these have been
discussed by the Committee on Trade and Development.

The Committee has adopted a series of recommendations which were subsequently
endorsed by the CONTRACTING PARTIES. These recommendations aim at securing urgent
consideration for the reduction of tariff and trade barriers affecting the exports
of these countries and at providing other measures of assistance and support for
the development of the trade of these countries. They also seek the assistance
and co-operation of contracting parties and of the international organizations
concerned, in providing appropriate technical and financial assistance for projects
aimed at improving production and export marketing.

The GATT hopes to continue the study of problems in the foreign trade sector
of developing countries on a basis of co-operation with other interested agencies
and organizations. It has also been collaborating with other international bodies
in the study of measures for the development of the trade of a number of African
countries in a framework of regional or sub-regional co-operation.
GAIT trade information and trade promotion advisory services

In response to requests from a number of developing countries, the GATT
CONTRACTING PARTIES decided in March 1964 to provide trade information and trade
promotion advisory services for all developing countries. In May 1964 the GATT
International Trade Centre was established for this purpose.
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The primary objective of the Centre is to assist the developing countries
in their efforts to expand their export markets and to help them both to develop
their export promotion services and to train the personnel required to operate
them. The facilities offered by the Centre are available to all developing
countries irrespective of whether they are members of the. GATT.

Fifty-four developing nations (of which sixteen are non-GATT) have already
used one or another of the Centre's services. Its Market Irformation Service
has investigated markets for twenty-four of them; the Centre's Publications
Service has been used by thirty-seven developing countries; and its training
facilities for export promotion are being used by thirty of them.

The Centre has built up a liaison network in both developed and less-developed
countries' that embraces government agencies, trade associations, chambers of
commerce and major companies engaged in the infra-structural foreign trade
services, as well as with numerous intergovernmental and internationall bodies
concerned with foreign trade. The Centre uses this liaison netwcrk to collect
much of the information needed t answer enquiries from developing countries;
while in certain cases the Centre's own staff undertakes market surveys through
desk and field research among the trade. The Centre's-Market Information Service
covers such facets of trade as market potential in importing countries, commercial
policy measures affecting trade, marketing channels and techniques, price ranges,
names of importers, etc.

The Centre has urdertaken more extensive market surveys on items of
importance for the present ox potential export -rade of many different developing
countries, covering primary commodities as well as processed goods. During 1965
studies were completed on citrus juices and plywood and -eneer. Selected for
similar studies in 1966 are citrus fruits, oilcakes for animal fodder, canned and
frozen shrimp, and leather.

The Centre 's main regular trade promotion publications are the International
Trade FORUM and its Supplement, appearing eight times a year in separate English,
French and Spanish editions.

Pamphlets have been produced on matters of particular utility to developing
countries in their export efforts, including: a survey of export promotion
techniques employed in some twenty-seven. countries; lists of key trade and
manufacturers' associations in twenty-eight major trading countries; and a
bibliography for the export promotion services of developing countries. In
preparation are: lists of trade organizations in countries with centrally-
planed economies; a guide to the methodology of market research, especially
designed for developing countries; an analysis of national export promotion
techniques, ineluding the organisation of trade commissioner services; and
bibliographies of sources of commodity trends and prices, and of export-import
statistics with particular reference to developing countries.
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In collaboration with governments of developed countries, the Centre has
arranged for the provision of places in export promotion training courses for
trade officials from the developing areas. Arrangements have so far been made
for thirty-five such officials to participate in courses in Belgium, Ireland,
Italy, the Netherlands, New Zealand and the United Kingdom. As other govern-
ments, including France, the Federal Republic of Germany, and Japan, have
recently made offers of additional training facilities, it is expected that in
1966 the number of trainees will be more than doubled. Under the Joint aegis
of the 0rganization of American States and the Centre, a group of ten Latin
American officials is currently finishing a four-month trade tour of Scandinavia,
Belgium, Switzerland and Israel, as guests of these countries; and there will
be a similar set of trade visits to Australia, New Zealand, Japan and Canada
starting this September. In addition, we are expecting early confirmation of
a grant by a single European government that will enable us to operate our own
export promotion training programme in Switzerland starting in early 1967.

In May 1966 the Centre began a new Trade Promotion Advlsory Service
designed to help developing countries who need assistance in organizing trade
promotion services and marketing arrangements conductive to expanding exports.
The Centre has already provided on-the-spot counsel to certain such countries
(in Asia and Africa) who have applied to it, and, in addition, it has arranged
for experts from developed countries to visit other countries (in Latin
America as well) to study their problems and give on-the-spot advice.
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FIRST REPORT OF THE COMMITTEE ON TADE AND DEVELOPMENT0TOPM4M

1. mTe Coziittee held its second meeting from 4 to 24 March 1965. The
Cotee had before it document COM.TDA/8, setting out the agenda drawn up in
aordcncoae with the work progmrame established by the mmCoittee at its meeting
o9n dan 10 February.

2. T he Committee took up the various items on its agenda, on the basis of
notes and working papers submitted by the secretariat, or put forward by
delegations, as listed in the different sections of this report, which msumarizes
the discussion and conclusions of the Committee in regard to each of the imtes
on its agenda.

EMINXAATION OPF RUCTSOD OF EXRPOTIN TEREST
TO LESS-DEEOVLPED COTRUESNI

3. In accordarce with the decision taken at its first meeting, the mmiCottee
addressed itself to the establishment of igudelines for the examination of the
additional list of items,o t be undertaken by a working group.

4. In the course of the discussion, it was pointed out that the examination
should help to bring out the importance which many less-developed countries
attachedo t these imtes in the context of the cmomitments in Part IV of the
Agreemet and further that the interest of less-developed countries in these
products should be assessed not only with referenceo t present trade flows but
also in the context of the need for these countriets o diversify tiher production
and exports, and of the potential importance of these items in their future
trade.
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5. It ws suggested. by some delegations that the lists of items should beo
exmineda according to objective criteria that would express the type and
deeegr of Interest involved. A possible criterion ghmit be the percentage
shear of any particular product in total exports of the country concerned.
Itaws agre ed that, to this end, it would be helpful it,o t the extent
posslibe , less-developedoucntrieis n sulpipyng data on any further lists
of ims,te wuold alsio nclude information on export projections and tgarets.
6. The mmCoittee agreed to the establishment of a Working Group with the
folliogwn terms of reference:

- to examine those products in which less-developed countries have
dicniated an interesit n thce ontext of Part IV of the General
Agreement;

to submit to the mmiCottee on Trade and Development it findings and
recommendations with a view to providing guidance to contracting
parties as to ethir work under Part IV of the General Agreement in
respect of products cf particular export interesto t less-developed
courtries. Anly ist so established woulnod teeb xuhastive and
could be supemeptedInrom timetotime. f ts> t1mir.

7. As regards the composition of this Working Group, It wasi agreed that t
should be composed of representatives of the countries listthatd below, and *t
It should invite the representatives of the countries who have notified an

interest in a particular item to participate in the examination when such
item, or items, are taken up for discussion.

Argentina India Netherlands
Austria Indonesia Nigeria
Begun Israel Pakistan
razi1 Italy Peru
Canroz Iyory Coast Sweden
Cey1cl Un e Jawnai Tkiitod AXrab Republic

deral Republic Japan ` nited Kingdom
of Gerany Kenya United States

Grece e Luoxcburg Yugclavia

ThEe Commisson of the MC was invited to partiocipate in the work . the Group.

EPYTLING PROCEDURES REIAING TO
PARET IV F TEMENTGENQRA AGREB

8. The C.rtee addressed itself tio the reportIngoprocedures tj b adopted in
connexion with the implementation of the provisions aet out in Part IV of the
ement.<#^taI.mmiAgçne. Coritee based Itelf on a note (COM.TD/W.5) prepared



by the secretariat at the request of the Committee. There was general agreement
in the Committee that, on the whole, the reporting procedures suggested in that
document would permit the Committee to keep under review measures taken for
giving effect to the provisions set out in Part IV of the Agreement.

9. As regards the scope and form of the reports, there was general support for
the suggestion that the reports should focus or major developments affecting
matters under consideration in the Committee. With this objective in mind, members
of the Committee suggested that the periodic reports submitted by the secretariat
should also contain a reference te decisions or recommendations of direct interest
to the Committee, adopted by other international and intergovernmental bodies,
such as the United Nations and its specialized agencies, the CECD and also these
adopted by regional economic groupings, and to relevant documents issued by them,
so that, in carrying out the mandate given to it, the Comittee may be able to take
account of the work done in these bodies. In this connexion considerable impor-
tance was attached te the provision of information regarding developments in
commodity trade.

10. As regards the proposal that the Committee review developments of world trade
in the light of data contained in the GATT annual publication "International Trade"
it was emphasized that the major objective of such a review would be to provide data
for action to be taken by the CONRACTING PARTIES, or by governments, rather than
provide for a mere review of trade developments.

11. The text of the reporting procedu-res agreed upon by the Committee is as
follows:

Reporting procedures

Having regard to the provisions of paragraph 2(a) and (b) of Article MMFVII
and also to points 1, 2 and 3 of its tennis of reference, the Committee agreed on
the following reporting procedures:

(i) the secretariat shall circulate to the Committee all notifications
received from contracting parties under paragraph 2(a) of Article XXXVII
as and when these are received;

(il) oontracting part s should be requested to notify the secretariat of
any action taken by them in pursuanc of the provisions of paragraphs 1,
3(a), 3(b) and 4 of Article )OQCVII;

(iii) on the basis of the reports so received, and taking into account notable
developments in the work of other bodies cf the CONTRACTING?PARTIES, as
well as any other relevant information available, the secretariat should
submit a periodic report summarizing the latest position concerning
tariffs or quota restrictions affecting items of interest te less-
developed countries as well as any action taken in pursuance of the
provisions mentioned in (ii) above;

(iv) in addition, ad hoc reports on the activities of the Trade Negotiations
Committee and other sub-committees dealing with matters of interest to
the less-developed countries in the trade negotiations, may be made
available to the Committee if this proves necessary, taking into account
the security procedure applicable to the trade negotiations;
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(V) the periodcic reports from the secretariat should include a review of
notable developments in GATT and other intergovernmental bodies in
matters of interest to the Committee and, in particular, in matters
relating to the organization of commodity trade so that the Committee
may consider appropriate action. This review may also cover any
activities under paragraph 2(e) of Article XIVI including
activities by the CONTRACTING PARTIES in the field of export
promotion and the work of the International Trrade Centre.

12. With a view to keeping under review developments in world trade, with
special reference to the rate of growth of the trade of less-developed countries,
the Committee on Trade and Development should also arrange for an annual review
of the GATT publication "International Trade".

13. It may be noted that the reports submitted by contracting parties to the
secretariat, and those submitted by the secretariat to the Committee on Trade and
Development, would relate to the lists of products of interest to less-developed
countries identified by Committee III, or which may be approved by the Committee
on Trade and Development with a view to providing guidance to contracting parties
as to their work under Part IV of the General Agreement, or which are otherwise
acted upon by agreement.

MEASURE FOR ASSISTING ADJUSTMENT IN THE
STRUCTRE AND PATTERN OF PRODUCTION AND TRADE

14. Members of the Committee expressed appreciation of the data which had been
supplied by a number of contracting parties, and circulated in COM.TD/W/6. It
was, however, noted that only a limited number of industrialized countries had
responded to the invitation to supply data and further, that the information was
not always specific in regard to the nature and type of policies directed towards
facilitating adjustments in patterns of trade and production which would offer
larger scope in import markets for products from less-developed countries. It
was suggested that this might be due to some uncertainty as to the type of infor-
mation required. It was pointed out that while a number of countries may have
legislation and policy measures intended to facilitate domestic structural adjust-
ments, there may be no separate set of rules or policies to deal with adjustments
necessitated by import competition from less-developed countries. In this
connexion it was pointed out that the examination of measures for assisting adjust-
ments in the structure and pattern of trade should be carried out in the context
(i) of the Ministerial Conclusions of May 1963, which refer to the need for
industrialized countries, indrawing up or implementing policies affecting
patterns of production and trade to take into account the need to facilitate the
efforts of less-developed countries to strengthen their export capacity, to
diversify their economies, and (ii) of the provisions of Part IV of the
Agreement which refer to measures designed to provide greater scope for the
development of imports from less-developed contracting parties, including steps
to promote domestic structural changes.



15. It was, therefore, to be hoped that the GATT examination of these measures
would cover such matters as tax exemptions and refunds, special credit facilities,
resettling and training facilities for labour etc., for assisting adjustments, to
take account of changing conditions in world trade, and give an indication of
governmental policies,and the scope for international co-operation in this field.
It was also suggested that it would be relevant to examine the experience gained
in implementing measures for adjustment assistance provided for under the Treaty
establishing the ECSC, the Treaty of Rome, and under the Benelux Treaty of
Economic Union.

16. The Committee agreed that the detailed examination of this matter mightbest
be carried out by a group of experts nominated by governments. The Committee drew
up the following terms of reference for the Expert Group,

Terms of reference

- to study the material set out in document COM.TD/W.6 and addenda, and as
appropriate, to gather additional material,

- to report on the measures being applied or proposed to be applied, by
industrialized countries -or assisting adjustments in the changing
structure and pattern of production, so as to permit an expansion of
international trade in products of interest to less-developed countries
and to provide larger opportunities for imports from these countries.

17. The Director-General was requested to make the necessary arrangements for
convening the Group.

DEVELOPMENT PLAN STUDIES

18. For discussion of this item, the Committee had before it a document,
prepared by the secretariat in accordance with the request by the Committee, which
gives an outline of the points which the Committee might wish to cover in the
examination of the development plans, and also draft terms of reference and
suggestions concerning the composition of an Expert Group, the establishment of
which had been proposed at the first meeting of the Committee. The Committee also
had before it a draft of the secretariat study on the Development Plan of Uganda.

19. A number of delegations expressed their appreciation of the work undertaken
by GATT in relation to the study of problems in the foreign trade sector of the
economies of less-developed countries. Such studies would be of particular value
in view of the scarcity of detailed data on the .inter-relationship of trade with
aid flows and requirements It was noted that, since the studies would concentrate
on the trade aspects of development, they would avoid duplication cf work in
other international agencies concerned with the study of development planning.



The Committee agreed that the examination should be conducted in a way which would
facilitate the adoption by contracting parties of constructive measures, notably
in the field of commercial policy, for assisting the trade and development of less-
developed countries.

20. A number of delegations stressed the need for the studies to take into account
trade expansion possibilities and problems in other developing countries,
particularly those in the same region. In this context it might be useful for the
GATT to collaborate closely, in addition to the agencies listed in the secretariat
note, with other intergovernmental organizations and international agencies,
particularly those dealing with regional development or with commodities of
particular importance in the context of the study or studies.

21. The Committee endorsed the outline suggested by the secretariat regarding the
points to be covered in the examination, and also the suggestions concerning the
composition of the Expert Group, subject to whatever modifications might be
appropriate in the light of the requirements of a particular study. It was agreed
that the arrangements in this regard should be made by the Director-General.

22. The Committee agreed on the following terms of reference for the Expert Group.

To examine studies submitted by the secretariat on the development plans of
Individual less-developed contracting parties with a view to analyzing
(a) the trade and aid relationships in the plan and (b) the rÔle of the
export sector in the development programme, including an assessment of
possibilities and prospects, and, on the basis of this examination, to
transmit appropriate findings and recommendations to the Committee on
Trade and Development.

23. The Group took note of the time schedule for the studies proposed by the
secretariat which envisages that the development plans of Kenya, Uganda and Nigeria,
would be taken up for study by the middle of May.
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INTERNATIONAL COMMODITY PROBLEMS

24. The Committee had before it a document, containing a survey by the
secretariat of the present situation in international commodity trade, and a
document containing a draft recommendation by a group of less-developed countries
for the establishment of a Working Group to deal with international commodity
problems.

25. The Committee agreed to establish a Working Group on Conmodities with the
following terms of reference:

(î) to set fourth in precise terms, on the basis of specific proposals, the
positive measures that might be taken with a view to:

(a) attaining stable, equitable and remunerative prices for exports of the
primary products of particular interest to less-developed countries,
in conformity with paragraph 2(a) of Article XXXVIII of the General
Agreement, and

(b) providing improved and acceptable conditions of access to world
markets for such products,

commensurate with their present trade, and expected trade growth, having regard
to their financial and development needs. In dealing with such proposals,
account shall be taken of experience with systems at the regional, bilateral,
or national level which might serve as a guide for action towards the
stabilization of prices for primary products, and of discussions and activities
in any institutions set up on the basis of recommendations by the UNCTAD, and
in other intergovernmental badies concerned;

(ii) to consider specific proposals for bringing about effective and continuous
co-operation between producers of synthetic and natural products, with a view to
making the most efficient use of natural and synthetic resources, avoiding
wasteful competition, and attaining the objectives set out in paragraph (i) above;

(iii) to submit a first report on its findings, and recommendations to the next
meeting of the Committee on Trade and Development.

26. It was agreed that the Group should be composed of representatives of the
countries notifying the Director-General of their interest in participating in
this work.
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AENDRMEMS TO THE GENERALAGREEMENT

27. At its first meeting on 9 and 10 February, the Committee instructed the
secretariat.to circulate the specific proposals earlier submitted-by contracting
parties, and to suggest draft terms of reference and the composition of a group
to examine these proposals.

28. For the discussion Of this item at the present meeting, the Committee had
before it proposals submitted earlier to the Comittee on the Legal and
Institutional Framework of GATT for the amendment of Articles XVIII and XXIII
cf the General Agreement. The proposals for amendment of Article XVIII also
included one for the use of import surcharges for dealing with balance-of-payments
problems. The Committee also had before it a note prepared by the secretariat
on the question of compensation to less-developed countries for the loss of
trading opportunities resulting from the maintenance of quantitative restrictions,
inconsistent with the provtisions of GATT

29. Ir. discussing the proposed terms of reference. members of the Committee
stressed the need for examIning the provisions of Articles XVIII and XXIII in
the light of the principles and provisions of the new Part IV of the
General Agreement.

30. The Committee noted that, in its note the secretariat had endeavoured to
clarify the present possibilities under the provisions of the General Agreement,
and the procedures established by the CONTRACTING PARIES for' less-developed
countries to secure compensation for loss of trading opportunities resulting
from the maintenance by certain contracting parties of quantitative restrictions
inconsistent with the GATT. The Coemrittee agreed that the group to be set up.
to examine proposals for amendment to the Generel Agreement should also
examine the secretariat note with a view both to enabling the Committee to
fully assess the position and to take account of the existing possibilities when
considering any amendment of Article XXIII. Some members of the Comnittee
proposed that the same group should also discuss action to be taken by the
Committee to secure elimination of residual import restrietions affecting the
trade of less-developed countries, It was agreed that, since this problem was
not directly linked to the question of further amendinents to the General Agree-
ment, it couid best be discussed separately, and not as part of the terms of
reference of this group.

31. The Committee agreed on the following terms of reference for the Working
Group on Legal Amendments to -the General Agrpement;

Terms of reference

Basing themselves on proposals submitted by contracting parties, and
taking account of discussion in the Committee on the Legal and
Institutional Franework of GATT, the Council of Representatives and
the CONTRACTING PARTIES, as wel1 as the Committee on Trade and
Development;
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To examine what amendments to Articles XVIII and XXIII of the General
Agreement, including - in respect of the proposal for use of surcharges
to meet balance-of-payments difficulties - consequential amendments in
other Articles of the Agreement, are necessary, or desirable, to meet
the special trade and development needs of less-developed contracting
parties, taking into account the secretariat note, and

To report its findings, together with any recommendations for the
amendment of these Articles, as appropriate, to the Committee not later
than October 1965.

32. It was agreed that the composition of the Group should be as follows:

Argentina Federal Republic Netherlands
Australia of Germany Nigeria
Belgium India Pakistan
Brazil Israel Peru
Canada Italy Switzerland
Chile Jamaica United Arab Republic.
Cuba Japan United Kingdom
Dahomey Luxemburg United States
Denmark Madagascar Uruguay

The Commission of the EEC was invited to participate in the work of the Group.

-PREFERENCES IN FAVOUR OF DEVELOPING COUNTRIES

and

EXPANSION OF TRADE BETWEEN LESS-DEVELOPED COUNTRIES

33. For its discussion on item 7 the Committee had before it a proposal put
forward by the United Arab Republic suggesting certain draft provisions relating
to the granting of preferential treatment by less-developed countries to one
another. The delegation of India also submitted-a proposal suggesting certain
procedures; (a) for the negotiation of preferential arrangements between
less-developed countries, (b) for examination of problems in connexion with the
expansion oa trade between less-developed countries, and (c) for the establishment
of preferences by industrialized countries in favour of less-developed countries.

34. It was recognized that, as a matter of practical convenience, it would be
desirable to distinguish between the two aspects of the problem of preferences,
namely, preferences granted by industrialized countries to less-developed countries,
and preferences exchanged between less-developed countries. At the same time, it
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was pointed out that some of the problems involved in the exchange of preferences
between less-developed countries might need to be taken into account in the study.
of the question of preferences by industrialized countries in favour of less-
developed countries. The Committee agreed that while the two studies should be
carried out in two distinct groups, it should be possible for the two groups to
maintain liaison with each other, and for the Committee to take an integrated view
of their findings.

5.- Some delegations referred to the forthcoming examination of the question of
the extension of preferences in favour of developing countries in the UNCTAD Special
Committee on Preferences. The Committee agreed thatwhile the GATT examination
should take into account discussions of this question in other bodies, notably the
UNCIAD, the GATT should not put this work aside on the grounds that this matter
was being also discussed elsewhere.

56. A number of delegations also pointed out that the establishment of new
preferences by other countries in favour of less-developed countries, might affect
advantages presently enjoyed by certain less-developed countries in certain markets
to which they are given preferential access, It was agreed that the question of
appropriate compensation for losses which might result for ,-uch countries through
the extension of preferences to other less-developed countries, should be taken up
in the Working Group established to study the problem. A number of delegations
pointed out that this compensation should not embrace any new trade discrimination
against other less-developed countries. The Committee also noted tha, in approaching
the problem of preferencesdue regard should be given to the importance of action
to achieve stable, equitable and remnunerative .pries-formprimary-commodity
producing less-developed countries.

7.. The Committee agreed on the establishment of a Working Group on Preferences,
with the following terms of reference:

To examine the proposals submitted for the extension of preferences by
industrialized countries to less-developed countries, taking into
account discussions in other international bodies,

To consider also the findings of the Working Group on the Expansion of
Trade among Less-Developed Countries in regard to the exchange of
preferences inter-se, and

To submit to the Committee on Trade and Developmentby October 1965,
appropriate findings and recommendations in the light of the practical
and legal problems involved.
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38. The Committee further agreed that the Group should be composed of countries
notifying the Director-General of their interest in participating in the work.

39. The Committee's discussion of the question of preferences between less-
developed countries was linked with its consideration of the item "Expansion
of Trade between Less-Developed Countries". For the discussion on this item
the Committee had before it a note submitted by the secretariat,
containing an outline for a pilot study in respect of certain illustrative
items, with a view to examine the possibilities and problems in developing
or expanding trade flows between less-developed countries.

40. The Committee agreed that a study on the lines suggested could provide
useful guidance as regards the action which could be taken in the field of
tariff and other barriers to trade between less-developed countries, taking
into account other relevent factors. It was felt, however- thatthe list of
products to be studiedshould be extended to cover a more represantative range
of items.

41. It was suggested that the pilot study proposed should emphasize the
identification of significant problems. It was pointed out in this connexion
that some of the factors affecting trade between developing countries, such as
market allocation arrangements between manufacturing firms, could not be
analyzed merely by a statistical exercise on actual trade flows.

42. The Committee recognized that, while the examination of problems involved
in the expansion of trade between less-developed countries might throw light
on a range of measures for diversifying and expanding exports of less-developed
countries to one another, it would be of particular value in bringing out the
rôle of preferences between less-developed countries in promoting such trade.
Furtherthe examination of specific proposals submitted by contracting parties
for the establishment of such preferences would also be facilitated if it was
carried out within this framework. The Committee noted that in any scheme for the
establishment of such preferences, careful attention would need to be given to
ensure that the interests of less-developed countries at the early stages of
development are not adversely affected. Having regard to all these considera-
tions, the Committee. agreed on the establishment of a second Working Group with
the following terms of reference:

(i) To examine the problemsinvolved in the expansion of trade between
less-developed countries with particular reference to the rôle of
preferences between less-developed countries in promoting such trade,
and taking full account of the work done earlier in the Working Party
on Preferences and its findings



(ii) To examine in this context, any specific proposals submitted by cor-
tracting parties for the establishment of preferences between less-
developed countries;

(iii)To examine the pilot studies on trade flows between less-developed
countries produced by the secretariat and to arrange for the
extension of these studies to additional lists of products;

(iv) To report, with appropriate findings and recommendtions, to the
Comittee on Trade and Development at the next meeting of the Committee
and to transmit its findings also tothe Working Group on
Preferences.

43, The Committee agreed that the Group should be composed of countries
notifying the Director-General of theïr interest in participating in this work.

ASSISTANCE IN EXPORT PROMOTION

44. The major item considered by the Committee under this heading of its agenda,
was a report of the second meeting, held from 15 to 18 February 1965, of the
Group of Experts on Trade Information and Trade Pronotion (L/2362). The report
of the Expert Group was presented to the Comrnittee by Mr. Hans Mott, Sweden, the
Chairman of the Group.



45. The. Committee expressed appreciation of the wcrk carried out by the Expert
Group in providing guidance for the future activities of the Centre. It endorsed
the recommendations formulated by the Group for a controlled expansion of the
Centre's activities and a corresponding strengthening of its staff establishment,
as reflected in the budgetary considerations contained in the report. the
Committee felt that the activities of the Centre since its inception had given
clear evidence of the great value to the-less-developed countries of the type of
activities carried out by it, and of the scope for further benefit to be drawn
from a step-by-step expansion and development of its work.

46. While agreeing with the Expert Group's recommendations regarding the general
orientation of the Centre's work, as well as on the individual activities dealt
with in the report, the Committee wished to place particular emphasis on certain
aspects of the work and to put forward some new ideas.

47. The Committee emphasized the need for the Centre to obtain the fullest
co-operation from developed as well as developing countries. In this connexion,
several countries informed the Committee of their willingness to provide support
to the activities of the Centre, and of special measures they had taken in this
regard. The delegate for the Federal Republic of Germany, and the delegate for
Switzerland reported on steps their authorities had recently taken to enable
their national services to provide information also on their domestic markets.
This was in pursuance of the recommendation formulated by the CONTRACTING PARTIES
at their twenty-first session (L/2207). The Committee emphasized the importance
of this recommendation. In this connexion one delegation suggested that indus-
trialized countries submitting papers relating to the marketing of products from
developing countries might make special reference to any steps taken in pursuance
of this recommendation.-

48. Several delegations also underlined the importance of an active co-operation
between the developing and the developed countries, either directly or through
the Centre, with a view to opening up concrete trading opportunities. As a
general rule the Committee felt that the actual results of the activities of the
Centre in the longer run were to be measured in terms of increased trade for the
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less-developed countries. One delegate stressed the importance of ensuring that
the efforts of the Centre to promote an expansion of exports from less-developed
countries would not be offset by restrictive measures in importing countries.

49. As regards the general orientation of the Centre's work, the Committee
supported the Expert Group's recommendations that, in future, increased emphasis
be placed on trade promotion activities. In this connexion., delegates from less-
developed countries expressed their appreciation of the training facilities in
export promotion that are being made available by several industrialized
countries; further news in this respect had just been published in the second
issue of the FORM. While miderlining the great value of such training some
delegates from developing countries explained the difficulties they were
experiencing in availing themselves of training facilities abroad in cases where
overseas travel was not paid for by the host country. They emphasized the
desirability of providing training facilities for participants from less-developed
countries on an all-expenses-paid pasis, including transport. An alternative
solution might be to arrange for technical assistance funds to be used to pay for
such travel. The hope was expressed that this would prove possible.

50, With a view to enlarging the means of action of the Centre, some delegates
suggested that, through the Centre, additional technical assistance funds might
be obtained for financing assistance in the form of training courses; market
research; arrangements for market research; specialized publicity for the products
of interest to less-developed countries; on-the-spot surveys in relation to
export promotion problems of less-developed countries, and also in relation to-
special facilities for less-developed countries for participation in international
trade fairs. The delegate of the United Arab Republic informed the Committee
that his country intended to put forward a concrete proposal for additional
activities - in the form of a clearing house for trade opportunities - to be
undertaken by the Centre.

51. With regard to the Centre's activities in the field of trade information,
several delegations pointed to the need for more information on the markets of
the developing countries; this gap could be filled by means of a. systematic
exchange of information through the Centre on the markets of the less-developed
countries as well as on the pattern and trend of trade between them. In this
connexion some countries pointed to the effect of traditional trade channels,
and the need for special efforts to enable the developing countries to break
into new markets. Attention would also have to be given to the differences in
the levels of standardization achieved in the highly industrialized and the
less-developed countries.

52. In regard to the orientation of the Centre's future work, the Committee
thought it desirable that more developing countries participate in the work of
the Group which had guided the establishment and initial phase of operations of
the Centre. In this connexion, ît was felt that there would be wider partici-
pation by less-developed countries if the designation"Expert Group" were to be
changed to "Advisory Group" on trade information and trade promotion.
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RESIDUAL RESTRICTIONS AFFECTING PRODUCTS OF PARTICULAR EXPORT INTEREST
TO LESS-DEVELOPED COUNTRIES.

53. The Committee discussed a proposal submitted by a number of less-developed
countries for dealing with this matter and agreed to establish a Working Group
with the following terms of reference:

- To study the material set out in document L/2336 and Addenda, COM.TD/5,
and any other relevant information and, on the basis-of this examination, to
transmit appropriate findings and recomnmendations to the Committee on Trade
and Development in regard to all possible action to be taken to secure
elimination of residual import restrictions being maintained on the trade of
the less-developed countries inconsistently with the provisions of the GATT.

TIME-TABLE FOR THE MEETINGS OF THE GROUPS ESTABLISHED BY THE COMMITTEEDIMTME

54. mMThe Cmittee agreed on the followming tie-table for the meetings of the
Groups established at its present meeting.

- Ad Hoc Group for the Examinoation f Products of Export Interest to Less-
Developed Countries, 5-9 April and 5-7 May

- Ad Hoc Group on Legal Amendments to the General Agreement, 27-30 April

- Group of Experts on Trade and Aid Studies, 10-14 May

- Working Group on the Expansion of Trade between Less-Developed Countries,
1-4 June

- Working Group on Preferences, 8-11 June

- Working Group on International Commodity Problems, 13-16 June

- Working Group on Residual Restrictions, 16-18 June

- Group cf Experts on Ad.justment Assistance Measures, 21-24 June

55.s at wazalso decided to hold the next meeting of mhe Conmittee on
29 and 50 June 1965.

56. The Committee agreed that the Chairmen of the different Working Groups would
be announced after the Director-Guneral had completed consultations with
delegations.

1Reference: paragraph 30 of this report.
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SECOND IMPORT OF THE COMMITTEE ON TRADE AND DEVELOPMENT
(L/2614)

Contents

Introduction
I. Review of the implementation of Part IV of the General Agreement
II. Implermentation of 1963 Ministerial Conclusions
III. Residual import restrictions affecting the exports of less-developed

countries
IV. Adjustment assistancemeasures
V. Expansion of trade among less-developed countries
VI. Preferences by developed countries to less-developed countries
VII. International commodity trade

VIII. Examination of products of interest to less-developed countries
IX. Legal amendments to the General Agreement
X. Trade and aid studies
XI. Trade information and promotion
XII. Invitation to Committee from the Government of Uruguay

Introduction

1. In its last report, submitted to the CONTRACTING PARTIES in March 1965, the
Committee briefly outlined the main problems falling within its competence and
the procedures it proposed to adopt for dealing with them. The Committee's
programme of work included the outstanding items which had been handed down by
its predecessor bodies as well as the examination of new matters relating to the
provisions of Part IV of the general Agreement and the terms of reference given
to the Cimmittee by the CONTRACTNG PARTIES.1 As indicated in that report, the
Committee appointed a number of specialized groups, each dealing with a specific
set of problems or issues. The Committee has since held three meetings at which
it has reviewed the work done in the various groups and other matters relating to
the implementation of Part. IV.

2. The present report, intended for consideration by the CONTACTING PARTIES at
their twenty-third session, outlines the Committee's work in relation to the
implementation of Part IV of the Agreement since March 1965 and includes a brief
account of the conclusions and recommendations reached by it on the basis of its
examination of the different specific subjects to which it has devoted its
attention

1BISD, Thirteenth Supplement, pages 77-89.
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I. Review of the implementation of Part IV of the General Agreement

3. In order to ensure the effective implementation of the provisions of Part IV
of the General Agreement, the Committee on Trade and Development recommended in
March 1965 certain "reporting procedures" designed to elicit relevant information
on action taken by contracting parties in the context of those provisions. These
procedures, which were set out in paragraph 11 of the, Committee's last report, were
approved by the CONTRACTING PARTIES at their twenty-second session.

4. In the course of 1965, the Committee reviewed developments in this field on
two occasions, namely at its third and fourth sessions held in July and December.
A comprehensive review, on the basis of information adduced on those occasions as
well as new material, took place at the Committee's fifth session in March 1966.
In compliance with the reporting procedures, most developed contracting parties,
as well as certain less-developed contracting parties, submitted notifications
concerning action taken by them in relation to Part IV. Written notifications of
this kind were received from Australia, Austria, Belgium, Canada, Ceylon,
Czechoslovakia, Denmark, Finland, Federal Republic of Germany, India, Japan,
Malawi, the Netherlands, New Zealand, Norway, Sweden, Switzerland, the United
Kingdom and the United States. The Committee also heard oral statements giving
similar information or supplementing reports submitted earlier from the represen-
tatives of Austria, Brazil, Canada, Chile, Czechoslovakia, Federal Republic of
Germany, Italy, Pakistan, the United Arab Republic and Yugoslavia. All these
notifications and statements are reproduced or otherwise reflected in the review
document COM.TD/14 and addenda thereto.

5. The information available to the Committee has shown that some progress has
been made by a number of developed countries in reducing or removing some of the
barriers affecting the exports of less-developed countries. The progress so far
made appears to the Committee to have fallen far short of the expectations raised
by the commitments under Part IV and, with regard to quantitative restrictions, of
the basic obligations under Article XI of the Agreement.

6. Many developed contracting parties have stated in their communications that
they intended to take appropriate action in the context of the Kennedy Round to
enlarge access to their markets for the products of developing countries.
Developing countries have expressed disappointment that, with, only a few minor
exceptions - notably the indication given by Sweden that duties on a number of
tropical products would either be reduced or removed with effect from 1 July 1966 -
developed contracting parties have not so far taken action to remove customs
barriers on products of export interest to developing countries ahead of the
conclusion of the Kennedy Round negotiations.
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7. TheCommitteenotedthe progress made by some countries in increasing
significantly the level of imports from developing countries of such products as
cocoa, tropical fruits and certain manufactures and semi-manufactures. Certain
members of the Committee have stressed in this connexion the importance they
attach to the possibility of :increasing imports from developing countries through
the use of appropriate measures of adjustment assistance.

8. The committee has noted that while the standstill provisions as set out in
Article XXVII:1(b) and (c) have, on the whole, been adhered to, there have been
instances in which custom duties or other charges have been increased. on certain
items of export interest to developing countries. In a number of these cases
sufficient informtion has not been available to permit the Committee to judge the
signficance of the measure for the trade of less-developed: countries. The
Committee expressed the hope that contracting parties will make available full and
prompt information in respect of all action that may be relevant to Part IV.

9. While the information supplied by contracting partieshas undoubtedly
facilitated the Committee's task of assisting the CONTRACTING PARTIES ingiving
effect to the provisions of Part IV, the operation of the reportingprocedures
over the last year suggests that it would be desirable if governments would attempt
to be more exhaustive and comprehensive in their future notifications referring
not only to measures specifically enumerated in Article XXXVlI but to all steps
and measures which are of interest to the CONTRACTING PARITlESon relation to the
objectives of Parit IV, for example special facilities relating to trade promotion,
adjustment assistance measures and any action of the kind covered by paragraph 3 of
Article XXXVII. In this context it was suggested that future notifications by
developed contracting parties should contain a more detailed breakdown of their
imports from both developed and developing contracting parties as well as of their
Imports of raw materials, manufactures and semi-manufactures from less-developed
countries. It was. also suggested that a publication containing literatue showing
the progress so far made in furthering, the objectives of part IV should be prepared
in due course for the information of contracting parties and the public.

Il. Implementation of the 1963 Ministerial Conclusions

10. The Committee, on the basis of two papers which the secretariat drew up at
its request (COM.TD/16 and 18), rcviewed (a) action taken by developed countries
in pursuance of the 1963 Ministerial Conclusions to eliminate restrictions. applying
to products of interest to less-developed countries and the presont position.
concerning such restrictions, and (b) the implementation of the Ministerial
Conclusions relating to trade in tropical products.
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11. The Committee noted that while progress had been made in the removal of
quantitative restrictions inconsistent with the provisions of the General Agreement,
many contracting parties have not yet been able to eliminate these restrictions or
to take adequate steps to overcome their cramping effect. In general there is
also no indication as to when the contracting parties concerned intend to remove
such restrictions or take adequate remedial measures.

12. The Committee noted that the 1963 Ministerial Conclusions relating to tropical
products had not been implemented in all instances. It was also pointed out by
less-developed countries that a number of these products continued to be subjected
to import restrictions and high fiscal charges. The point was also made that the
import of these products in processed or packaged form continued to be invited
by differential tariffs. In a number of instances the tariffs had been temporarily
suspended but not finally abolished.

13. The Committee noted that tariff and other barriers had been accepted as
falling within the purview of the current trade negotiations and consequently
would be given attention in these negotiations. The hope was expressed that it
would be possible in the course of the current trade negotiations to achieve full
irmplementation of the 1963 Ministerial Conclusions. In so far as certain con-
tracting parties have been unable to observe the target date set in the 1963
Conclusions for elimination of restrictions applying to certain products of
interest to less-developed countries, the Committee recommends that the CONRACTING
PARTIES consider the further steps that necd to be taken in the matter.

III. Residual import restrictions affecting the exports of less-developed countries

14. In continuation of the work of Committee III and of the Action Committee and
in the context of the provisions of Article XXXVII:1(a), the Committee, in
March 1965, set up a Group on Residual Restrictions to examine the remaining import
restrictions on products of export interest to developing countries and to explore
the possibility of their early removal.

15. The Group met twice in 1965 and held discussions with twelve developed con-
tractîng parties on restrictions applied by them to products included in a list of
approximately 250 items notified to Committee III as being of export interest to
developing countries with a view to exploring the reasons for the continued main-
tenance of the restrictions and possibilities for their early removal. The Group
presented its findings and the record olf its discussions with individual contracting
parties in its second .report (COM.TD/B/3).

16. The Group notcd tho progress towards import liberalization which had been made
and the indications which had been given by some countries of plans or target dates
for the removal of some of the remaining restrictions. It found, however, that a
considerable number of products, including some of major export interest to
developing countries and covered by the 1963 Ministerial Conclusions, continued ta
be subject to restrictions in one or more countries and that information on
target dates or proposals for the removal of most of these restrictions was not
available. Less-developed countries expressed disappointment over the slow
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progress in the removal of these restrictions and emphasized that developed
countries should rely, in place of these restrictions, on other measures that
were consistent with the GATT such as adjustment assistance and urged the removal
ol these restrictions. They also asked that where restrictions inconsistent with
the GATT were not removed, appropriate compensation should be given to developing
countries for the loss of trading opportunities suffered by them. The Group
suggested that restrictions on products of export interest to developing countries
should be subject to periodic reviews and that, while seeking to avoid duplication
of work being carried out within the framework of the Kennedy Round negotiations,
the country-by-country discussions should be extended to cover items notified in
the context of the Kennedy Round.

17. At its meeting in December 1965, the Committee approved these suggestions
and asked the secretariat to collect the necessary material for the next review
of such restrictions.

18. The Committee noted that the restrictions in question had, in many
instances, been the subjects of almost uninterrupted discussion over a period of
years. While the current trade negotiations would give an opportunity for the
elimination of many of these restrictions, a special responsibility rested on
the CONTRACTING PARTIES in respect of restrictions which were inconsistent with
the provisions of the GATT and were not, therefore, a matter for negotiation.

19. The Committee proposes that the CONTRACTING PARTIES at the
twenty-third session address themselves to the question of how best to deal with
the remaining restrictions which are inconsistent with the provisions of the GATT.
The CONTRACTING PARTIES might consider whether contracting parties maintaining
such restrictions should be invited, as part of a comprehensive review of the
position, to give indications of solutions which they themselves might propose
for dealing with the problem. For instance, they may wish to adopt agreed
liberalization programmes with specified target dates, or they may decide to have
recourse to the waiver procedures.

20. Having regard to the fact that not ali contracting parties have accepted
Part IV of the General Agreement and therefore participated in the work of the
Committee, the CONTRACTING PARTIES may wish to give attention also to the question
of whether there is need for adjustments in the procedural and institutional
arrangement for dealing with this matter so as to ensure that work in this field
can be effectively undertaken with respect to the restrictions applied by all
developed countries.

IV. Adjustment assistance measures

21. As was stated in its report to the twenty-second session, the Committee on
Trade and Development established a Group of Experts to initiate work in the field
of adjustment assistance. This Graup has submitted a report (COM.TD/H/4) to the
Committee, based on a study of material submitted by governments to industrialized
countries (COM.TD/H/3) of measures applied, or proposed to be applied, by them in
the field of adjustment assistance which have a bearing on possibilities for
creating better trading opportunities for less-developed countries.
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22. The Committee observed that, from the information provided, with the exception
of the cotton textiles industry in the United Kingdom and a few other instances,
adjustment assistance has not been used specifically for the purpose of dealing
with difficulties that have been caused by increases in imports from less-
developed countries. It was noted that adjustment assistance policies have so far
been conceived broadly with a view to improving the overall domestic situation,
or to directing a re-allocation of resources without specific reference to com-
petition from imports and only in a few cases as a means of facilitating the
adoption and implementation of liberal trade policies. The Committee also noted
the comments of the Expert Group that on the basis of the information available it
had not been possible for them to evaluate to what extent the adjustment measures
in force had any effect on the trade opportunities cf less-developed countries.

23. The Committee agreed that adjustment assistance could make some contribution
to the solution of the problem of creating greater access for the exports of
developing countries. The Committee noted that adjustment assistance could be
used in particular to ease the problems of individual firms and groups of workers
faced with difficulties through increases in the flow of exports from developing
countries. It was thought by some countries that the question of long-term
structural adjustment posed difficulties which might make it inadvisable to place
too great an emphasis on the use of adjustment assistance as a means of bringing
about long-term structural changes. The Committee, nevertheless, felt that
adjustment assistance could play a useful part inasmuch as it would help developed
countries to lower barriers to the exports of the less-developed countries and to
deal with social and economic problems which might otherwise make it difficult for
them to follow liberal commercial policies. It was noted that since countries vary
greatly as to their economic, political and social conditions the approproate form
and scale of adjustment assistance could appropriately be considered by the developed
countries themselves.

24. Some contracting parties recognized that in the application of this tool of
adjustment assistance to permit greater imports from developing countries, there
might be need for an expansion of the concept of adjustment assistance to cover not
only difficulties arising in the production sector but also those encountered in
the field of marketing.

25. Some contracting parties considered that this was a field in which the
reference in Article XXXVIII to joint action was particularly relevant and was also
one in which practical measures for co-operation could prove useful in enabling
individual developed countries to adapt their policies in favour of better trading
opportunities for developing countries.

26. The Committee agreed that the attention of contracting parties should be drawn
for appropriate action to its conclusion that, although adjustment assistance as
a tool in commercial policy designed to improve the trading opportunities of less-
developed countries had its limitations, it nevertheless had a valuable rôle to play.



-32

27. It was agreed that contracting parties participating in the Group on Residual
Restrictions, the machinery which is examining the exceptions list in the Kennedy
Round negotiations and the Cotton Textiles Committee, should be invited to consider
to what extent adjustment assistance could be employed in dealing with the issues
with which these bodies were concerned.

28. It was also agreed that were it was thought that more detailed examination
of the contribution which adjustment assistance could make to the solution of
particular problems not taken up elsewhere would be helpful, the matter could be
taken up by agreement in the Group of Experts.

29. It was further suggested that information on the application of measures of
adjustment assistance generally, should be obtained from governments and made
available to contracting parties on a periodic basis. In obtaining information on
new developments in the application of adjustment assistance measures, or in the
bringing up-to-date of information already supplied, information should be requested
from governments, particularly on the following four points:

(a) what measures of adjustment assistance were available under either
general or specific legislation;

(b) which of these measures could be used specifically for the purpose of
providing larger opportunities for imports from developing countries;

(c) instances in which measures under (b) had been employed and the progress
made in achieving the objective outlined in that sub-paragraph;

(ci) indications as to programmes in hand, whether in the enactment of new
legislation, or in the employment of measures already available in the
field of adjustment assistance, to promote imports from developing
countries.

V. Expansion of trade among less-developed countries

30. An Ad Hoc Group was appointed by the Committee to examine the problems involved
in the expansion of trade among less-developed countries with particular reference
to the rôle of preferences in this regard and to perform certain related tasks.
On the basis of two specific proposals, the Group discussed various questions
relating to the use of preferences among less-developed countries. In a report
submitted in February 1966 (COM.TD/D/3), the Group presented its views and
conclusions on this subject. These views and conclusions were generally endorsed
by the Committee and form the basis of its recommendations in this field.
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establishment of preferences along less-developed countries, appropriately
administered and subject to the necessary safeguards, can make an important con-
tribution to the expansion of trade among these countries and to the attainment of
the objectives of the General Agreement. The Committee noted in particular the
rôle thatthesepreferences could play in helping less-developed countries to
find larger markets and achieve economies of scale.

32. The Committee has also given consideration to such matters as the formand
scope of preferential arrangements between less-developed countries, negotiating
procedures for the establishment of preferences and measures to safeguard the
interests of other contracting parties, as well as to the establishment of
appropriate legal provisions for these arrangements. The Committee noted the view
of less-developed countries represented on the Group that such preferences should
be granted and applied on a non-discriminatory basis, and that less-developed
countries should be in a position to exchange preferences with other less-developed
countries in general and not only in the context of regional schemes of integration.
The Committee considered that the establishment of such preferences should most
appropriately be the subject of negotiations between developing countries, in which
due account should be taken of the different stages of economic development of the
negotiating partners. Some delegations held the view that any preferential agree-
ments proposed should be examined by the CONTRACTING PARTIES and they felt that it
was desirable to ensure that ary preferences extended should provide a reasonable
expectation of increased productivity through the enlargement of markets for the
products concerned. Adequate provision should be made to ensure that the interests
of other contracting parties were not unnecessarily damaged. Others pointed out
that the value of preferences in expanding trade among developing countries would
also be affected by other considerations including those relating to balance-of-
payments difficulties. They also considered that the purpose of the examination by
the CONTRACTING PARTIES of any preferential arrangements should only be to enable
them to satisfy themselves that the trade interests of third countries were safe-
guarded and that the arrangements furthered the objectives of Part IV.

53. The Committee approved the view of the Group that before an attempt was made
to draw up specific legal provisions or formulae for the exchange of preferences,
it would be helpful to see what concrete proposals or arrangements might in
practice be made or negotiated by loss-developed countries acting within the spirit
of Part IV. Less-developed countries have stated that they propose to enter into
exploratory talks in this regard at an early date. The Committee recommends that
arrangements be made for the examination of any such proposals or arrangements when
they are received.
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34. The Committee feels that negotiations for exchange of concessions between less-
developed countries, whether on a preferential or most-favoured-nation basis, would be
considerably facilitated if the interested countries could undertake to identify those
products which would seem to offer the best prospects in exportation to other developing
countries, and thus to constitute themost provisions productsfor negotiation.
As regards the forum for such exploratory talks or negotiations, the Committee
considered that less-developed countries could take advantage of the meetings of the
informal group of interested less-developed countries to initiate these talks or
negotiations. The chairman or the Sub-Committee on the Participation of Less-
Developed Countries in the trade negotiations could, however, be asked at an
appropriate stage to provide guidance for certain aspects of these negotiations.
The secretariat has been requested to provide necessary technical assistance by way
of suggesting procedures for the conduct of the negotiations and supplying necessary
statistical data.

VI. Preferences by developed countries to less developed countries

55. In March 1965, the Committee appointed a Working Group on Preferences to examine
proposals for establishment of preferences by industrialized countries in favour of
less-developed countries. Questionsrelating to the establishment of such preferences
had been earlier discussed in a GATT Working Party on Preferences. In July, the
Committee reviewed the work done in the Group but did not enter into detailed
discussion of the various aspects of the question of preferences pending further
progress in dealing with this matter in the Group. In the meantime, active attention
has been given by the CONTRACTING PARTIES to a proposal by the Government of Australia
for establishment of preferences in favour of less-developed countries in respect of
a list of products. It was suggested that information concerning progress made on
this subject in other institutions should be made available to the CONTRACTING PARTIES
at an appropriate stage of their deliberation of this subject.

VII. International commoditytrade
56. Certain aspects of problems falling under this heading have been dealt with by
the Working Group on International Commodity Problems. The Group, in a meeting
held in November 1965, addressed itself to problems affecting international trade
in cocoa, cotton and tropical timber, on the basis of proposals put forward by
certain less-developed countries.

37. A number of specific suggestions and recommendations regarding further work
to be undertaken by the Group in the field of commodity trade have been put
forward (see COM.TD/C/2). With respect to cocca, the Committee has brought to
the urgent attention of the Special Group on Trade in Tropical Products the need
to explore the possibilities of speedy progress in the removal of barriers affecting
trade and consumption in that commodity. As regards cotton, the Committee agreed that
discussions in the Group in relation to developments affecting international trade
in cotton should be brought to the attention of the International Cotton Advisory
Committee. In relation to developments affecting trade in tropical products, including
tropical timber, the Committee has examined a secretariat paper on action taken by
governments in pursuance of the 1963 Ministerial Conclusions relating to tropical
products and its views are noted in Section II above.
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VIII. Examination of products of export interest to less-developed countries

38. The Working Group established to deal with this matter met on three occasions
in 1965 and submitted its report (COM.TD/A/2) to the Committee in July. As will
be seen from that-report, the Group carried out a detailed examination of trade
flows and trade measures in relation to approximately eighty tariff items which
had earlier been selected by less-developed countries for detailed study. For
this examination the Group based itself on a comprehensive survey paper
(COM.TD/A/W/5) drawn up by the secretariat in accordance with the instructions of
the Group.

39. On the basis of the Group's report the Committee agreed at its July meeting
that, since the Group had essentially completed its task in relation to the items
notified for detailed study, further meetings need not be scheduled for the time
being. The Committee has indicated, however, that it will be open to contracting
parties desiring information on the lines of the existing survey (COM.TD/A/W/3)
for other products of interest to less-developed countries to notify the
secretariat so that the necessary work may be undertaken.

IX. Legal amendments to the GenerAl Agreement
40 On the instructions of the CONTRACTING PARTIES, the Committee has dealt with
outstanding issues relating to the amendment of the General Agreement to meet the
special trade and development needs of less-developed countries which were not
finished by the former Committee on Legal and Institutional Framework. The
Ad Hoc Group on Legal Amendments, established by the Committee in 1965 te deal
with these matters, has submitted an interim report (COM.TD/F/4). The Committee
has further discussed the various proposals in the light of the findings of the
Group and wishes to report on the two subjects of:

(a) amendment of Article XXIII to take account of difficulties experienced
by less-developed countries in using that Article, and

(b) amendment of Article XVIII to authorize the use of surcharges by less-
developed countries for balance-of-payments reasons.

Article XXIII

The work on this subject has been based on a proposalintroduced by the
Brazilian and Uruguayan delegations for amending Article XXIII. Their proposal
had four elements: (i) the present arrangement for action under paragraph 2 of
Article XXIII should be elaborated in a way which would give less-developed
countries invoking the Article the option of employing certain additional measures;
(ii) where it has been established that measures complained of have adversely
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affected the trade and economic prospects of less-developed countries and it has
not been possible to eliminate the measure or obtain adequate commercial remedy,
compensation in the form of an indemnity of a financial character would be in
order; (iii) in casses wherethe importcapacity ofa less-developed country has
been impaired by the maintenance nf measures by a developed country contrary to
the provisions of the GATT, the less-developed country concerned shalt be
automatically released from its obligations under the General Agreement towards
the developed country complained of, pending examination -f the matter in GATT;
and (iv) in the event that a recommendation by the CONTRACTING PARTIES to a
developed country is not carried out within a given time-limit, the CONTRACTING
PARTIES shall consider what collective action they could take to obtain compliance
with their recommendation.

42. At an early stage of the discussion the Brazilian and Uruguayan delegations
reformulated their proposal in the form of a draft decision, with a view to
expediting its adoption since an amendment would have to go through long
constitutional procedures ïn national legislatures.

45. The sponsors of the proposal explained that the intention behind the proposal
was to streamline and to set out clearly the procedures so as to speed up action
under that Article XXIII and to go some way towards redressing the unequal
bargaining position of less-develped countries vis-à-vis developed countries in
proceedings under that Article.

44. On the basis of the discussions, in the Ad Hoc Group, the Committee has drawn
up a revised draft decision which embodied the agreement reached in the Committee
on procedures for more speedy and efficient use of the provisions of Article XXIII
by less-developed contracting parties. This revised text is contained in Annex I
to- the report.

45. Less-developed countries, while agreeing that the procedures embodied in the
draft decision represented a positive step forward, felt that their fundamental
concerns had not really been met. The Brazilian and Uruguayan delegations in
particular stated that while they would accept the compromise reached on point (iv)
and reflected in paragraph 10 of the draft decision, they could agree to the
proposed draft decision only on the understanding that further work would be done
with a view to resolving the two issues mentioned in (ii) and (iii) above. The
developed contracting parties had no objection to these issues bcing given further
consideration. in the Ad Hoc Group, but were unable to accept the proposed texts
in question for various reasons which have been stated in the report of the
Ad Hoc Group.
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46. In agreeing that the annexed draft decision should be presented to -the.
CONTRACTING PARTIES for adoption, the Committee also agreed that further work with
regard to the two outstanding issues dealt with in the text of the two paragraphs
reproduced in Annex II of the present report should, be continued in the
Ad Hoc Group on Legal Amendments.

47. The Committee agreed that the phrase "shall consider what measures" in
paragraph 10 of the draft decision is intended to mean that the CONTRACTING
PARTIES shall consider the matter with a view to finding appropriate solution.

The Chairman of the Committee on Trade and Development, in presenting the
draft decision to the CONTRACTING PARTIES for adoption, asks also to place on
record the following understanding regarding its provisions:

(1) In consultations to be carried out by the Director-General under
paragraph 3 of the draft decision, the Director-General would, in addition
to the entities mentioned in that paragraph, be free to consult such experts
as he considered would assist him in studying the facts and in finding
solutions.

(2) With respect to paragraph 6 of the draft decision the CONTRACTING PARTIES
may provide more particular terms of reference for any such panel in order
to assist them to assess the relative impact of the measures complained of on
the economies of the contracting parties concerned end to consider the
adequancy of any measures which those contracting parties would be prepared to
take to remedy the situation. In establishing such particular terms of
reference the CONTRACTING PARTIES or the Council should bear in mind the
desirability of having such panels appraise, in particular, the following
elements:

(a) the damage incurred through the incidence of the measures complained of
upon the export earnings and economic effort of the less-developed
contracting party;

(b) the compensatory or remedial measures which the contracting party whose
measures are complained of would be prepared to take to make good the
damage inflicted by their application;

(c) the effects of such measures as the injured contracting party would be
prepared to take in relation to the contracting party whose measures have
nullified or impaired the benefits deriving from the General Agreement
which the former contracting party is entitled to expect.
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Amendments to Article XVIII to authorize the use of surcharges by less-developed
countries for balance-of-payments reasons

48. The Ad Hoc Group on Legal Amendments has considered this questions at sone
length and the Committee heard an oral report by the Chairman of the Group in
regard to the issues that have arisen in-the course of these discussions. It
appears that the issues which have been brought out in the deliberations have
proved to be mire complex than were first envisaged. It has been generally agreed
that this question should remain on the agenda of the Ad Hoc Group on Legal
Amedments, but that the Group will meet to deal with this question only when
specific proposals for its consideration have been received and circulated well
in advance in order to enable the Chairman of the Group to determine whether a
meeting could usefully be held.

X. Trade and aid studies

49. The Expert Group on Trade and Aid Studies concluded its discussions of the
development plans of Nigeria and Uganda at its last meeting. The findings and
recommendations formulated by the Group on the basis of the studies of the plans
of these countries are set out in the Group's report (CON.TD/G/6 and COM.TD/G/7).

50. The Committee noted that the experts had devoted their attention to specific
and concrete problems relating to economic diversification and export marketing
in the two countries,. and that this pragmaticapproach had yielded some practical
results. The Committee recognized that some of the recommendations which had been
made with regard to commodities of interest to these two countries were equally
important to other less-developed countries. Consequently, the implementation of
those recommendations relating to trade policy measures would benefit other less-
developed countries also. It recognized that other recommendations which were
particularly tailored to the conditions prevailing in the two countries could
equally, with appropriate adaptation, be applied for the benefit of other less-
developed countries. Thus the conclusions reached in these studies were of
general value for a number of less-developed countries.

51. It was also noted that both the secretariat and the experts had found it
necessary, in studying the problems pertaining to the building up of an export
industry in the two countries, to deal with the totality of the problems involved.
As a result, the experts had trade recommendations in certain areas which fell
outside the immediate competence of the CONTRACTING PARTIES. This, of course,
did not mean that the GATT should extend its activities outside its normal compe-
tence. Rather the intention was for the CONTRACTING PARTIES to draw the attention
of governments and competent international organizations te the recommendations
of the experts in the hope that through co-operation implementation of the
recommendations could be achieved.
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52. Having examined the development plan studies of Uganda and Nigeria, the
record of the discussions of these studies in the Expert Group, and the experts'
final conclusions and recommendations, the Committee recommends to the
CONTRACTING PARTIES that:

(a) they give urgent consideration, in their current trade negotiations,
to the possibility of reducing or abolishing tariffs, as well as
other trade barriers and fiscal charges, applicable to the commodities
mentioned in paragraphs 11, 13, 16 and 18 of the report in COM.TD/G/6,
and in paragraps 7 and 9 of the report In CoM.TD/G/7;

(b) in addition to measures to expand Nigerian and Ugandan export generally
they support by advice, assistance and active cooperation the efforts
of Uganda and Nigeria ta develop and intensify their regional trade,

(c) those of them who are in a position to do so grant the type of
assistance recommended by the Expert Group in paragraphs 6, 10, 15,
21 and 26 of COM.TD/G/6 and in paragraphs 6, 10 and 15 of COM.TD/7;

(d) they authorize the secretariat to forward copies of these reports to
other international organizations concerned for such action as these
organizations might wish to take in respect of the recommendations
contained therein;

(e) they authorize the secretariat to keep in touch with delegations with
a view to following up any action taken on the recommendations by
individual governments; and

(f) request the secretariat to report the progress achieved in this respect
at the next meeting.

XI. Trade informationandtrade pd romotion

55. There was general satisfaction in the Committee on the good performance of
the Trade Centro, ta which reference was made in the report of the Group on Trade
Information and Promotion Advisory Services (L/2574) transmitted to toheiCmmIttee
for information. Members generally pledged the continuing support of their
governments for the future work and activities of the Centre. It was suggested
by some delegations that the Centre should venture into the fiold af actual trade
promotion services, for example, in exploring the possibilities of obtaining
concossicnal rates for the participation of exporters of less-developed countries
in trade fairs in industrialized countries and in promotion through radio,
television, commercial Journals and other information media. It was also
suggested by these delegations that efforts should be maoe ta ensure that
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additional expendlture required for the expansion of the Centre's services was
not. financed exclusively through the ordinary budget of GATT which would involve
increased contributions by contracting parties; if possible ad hoc contributions
should be sought from governments of developed countries and fund donating agencieS.

54. The Committee discussed an invitation from the Governnent of Uruguay for the
Committee on Trade and Development to hold its next meeting in Montevideo. The
Committee wished to express its thanks to the Government of Uruguay for its
hospitality. Some members of the Committee supported this proposal while
reserving their position with respect to the most suitable date as well as the
agenda. for such a meeting. Some other delegations indicated that they have
received no nstructIons, without which they were unable to give their support to
acceptance of the invitation. It was therefore agreed that the matter be placed
before the CONTRACTING PARTIES which could decide on it at the forthcoming session.
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ANNEX I

Draft Decision on Article XXIII

The CONTRACTING PARTIES,

Reoognizing that the prompt settlement of situations in which contracting
party considers that any benefits accruing to it directly or indirectly from the
General Agreement are being impaired by measures taken by another contracting party,
is essential to the effective functioning of the General Agreement and the main-
tenance of a proper balance between the rights and obligations of all contracting
parties,

Recognizing further that the existence of such a situation can cause severe
damage to the trade and economic development of the less-developed contracting
parties, and

Affirmingtheir resolve to facilitate the solution of such situations while
taking fully into account the need for safeguarding both the present and potential
trade of less-developed contracting parties affected by such measures,

Decide that:

1. If consultations between-a less-developed contracting party and a developed
contracting party in regard to any matter falling under paragraph 1 of Article XXIII
do not lead to a. satisfactory settlement, the less-developed contracting party
complaining of the measure may refer the matter which is the subject of consulta-
tions to the Director-General so that, acting in an ex officio capacity, he-may
use his good offices with a view to facilitating a solution.

2. To this effect the contracting parties concerned shall, at the request of the
Director-General, promptly furrish-all relevant information.

3. On receipt of this information the Director-General shall consult with the
contracting parties concerned and with such other contracting parties or inter-
governmental organizations as he considers appropriate with a view to promoting
a mutually acceptable solution.

4. After a period of two monthd from the commencement of the consultations
referred to in paragraph 3 above, if no mutually satisfactory solution has been
reached, the Director-General shall, at the request of one of the contracting
parties concerned, bring the matter to the attention of the CONTACTING PARTIES
or the Council, to whom he shall submit a report on the action taken by him,
together with all background information.
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5. Upon receipt of the report, the CONTRCTING PARTIES or the Council shall
forthwith appoint a panel of experts to examine the matter with a view to
recommending appropriate solutions. The members of the panel shall act in a
personal capacity and shall he appointed in consultation.with, and with the
approval of, the contracting parties concerned.

6; In conducting its examination and having before it all the background
information, the panel shall take due account of all the circumstances and
considerations relating, to the application of the measures complained of, and
their impact on the trade and economic development of affected. contracting parties.

7. The panel shall, within a period of sixty days from the date the matter was
referred to it, submit its findings and recommendations to the CONTRACTING PARTIES
or to the Council, for consideration and decision. Where the matter is referred
to the Council, it may, in accordance with Rule 8 of the Intersessional Procedures
adopted by the CONTRACTING PARTIES at their thirteenth session, address its
recommendations directly to the interested contracting parties and concurrently
report to the CONTRACTING PARTIES.

8. Within a period of ninety days from the date of the decision of the
CONTRACTING PARTIES or the Cauncil, the contracting party to which a recommendation
is directed shall report to the CONTRACTING PARTTES or the Council on the action
taken by it in pursuance of the decision.

9. If on examination of this report it is found that a contracting party to which
a recommendation hias been directed has not complied in full with the relevant
recommendation of the CONTRACTING PARTIES or the Council, and that any benefit
accruing directly or indirectly under the General Agreement continues in consequence
to be nullified or impaired, and that the circumstances are serious enough to
Justify such action, the CONTRACTING PARTIES may authorize the affected contracting
party or parties to suspend, in regard to the contracting party causing the damage,
application af any concession or any other obligation under the General Agreement
whose suspension is. considered warranted, taking account of the circumstances.

10. In the event that a recc-.mendation to a developed bycountry by the CONTRACTING
PARTIES is not applied within the time-limit prescribed in paragraph 8, the
CONTRACTING PARTIES shall consider what measures, further to those undertaken under
paragraph 9, should be taken to resolve the matter.

11. If consultations held under paragraph 2 of Article XXXVII;, relate to
restrictions for which there is no authority under any provisions of the General
Agreement, any of the parties to the consultations may in the absence of a satisfac-
tory solution request that consultations be carried out by the CONTRACTING PARTIES
pursuant toa paragraph 2 of Article XXIII and in accordance withi the procedures set
out in the present decision, it being understood that a consulLation held under
paragraph 2 of Article XXXXVII in respect of such restrictions will be considered
by the CONTRACTING PARTIES as fulfilling the conditions of paragraph 1 of
Article XXIII if the parties to the consultations so agree.
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ANNEX II

.Other Provisions Proposed for Inclusion in the Draft Decision

The following paragraphs were included (after the present paragraph 6) in the
proposed Decision on Article XXIII procedures, and was considered ir. the Group :
on Legal Amendments and the Committee (see paragraph 46 of the presentreport):

(A.) 'In the event that the measures complained of have been applied by a developed
contracting party and it is established that they are adversely affecting the trade
and the economic prospects of the less-developed contracting party or parties
concerned, the panel may recommend, where it is not possible to eliminate the
measures complained of or to obtain an adequate commercial remedy, that the damage
caused should be cxmpensated by means of an indemnity of a financial character on
mutually acceptable terms."

(B) "In cases where the import capacity of a less-developed contracting party has
been or is being impaired by the maintenance of measures by a developed contracting
party or parties which are inconsistent with the provisions of the General
Agreement, the Director-General shall, with or without the assistance of a panel
of experts as may be considered necessary, forthwith proceed to determine in
particular the following elements:

"(a) the damage incurred through the incidence of the measures complained of
upon the export earnings and economic effort of the less-developed
contracting party;

"(b) the compensatory or remedial measures which the contracting party whose
measures are complained of would be prepared to tale to make good the
damage inflicted by their application;

"(c) the effects of such measures as the injured contracting party would be
prepared to, take in relation to the contracting party whose measures have
nullified or impaired the benefits deriving from the General Agreement
whuc.'he former contracting party is entitled to expect.

In such cases the less-developed contracting party shall be released from its
obligations under the General Agreement, towards the developed contracting party
or parties acting contrary to the provisions of the General Agreement, for the
purpose of taking appropriate remedial or retaliatory measures, pending the
completion of the report by the Dîrector-Gencral or the panel of experts and its
examination by the CONTRACTING PARTIES or the Council.'
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It was also proposed in the Group on Legal Amendments that the inclusion of
the paragraphs above should be accompanied by the addition of-the following words
at the end of the second and third paragraphs respectively in the preambular part
of the draft decision:

". . thereby necessitating compensation'', and

"as well as adequate compensation for thedamage -which these contracting parties
may have suffered".
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FIRST REPORT OF THE GROUP ON RESIDUAL R'ESTRICTIONS TO
THE COMMITTEE ON TRADE AND DEVELOPMENT

(COM.TD/B/3 and Corr. 1-2)

1. The Group has held two meetings on 28-30 June and 18-21 October 1965
respectively. At its meeting in June this year the Group examined information
made available by the secretariat concerning residual restrictions applying to a
list of products notified by less-developed countries to Commiittée III as of
export interest to them. The Group agreed at this meeting that discussions on
a country-by-country basis with contracting parties maintaining restrictions
would be useful for accelerating import liberalization. The Group also agreed
that the secretariat should seek information from governments in regard to
quotas established. for the restricted products, recent data on production and
imports, and plans for liberalization, and also indications as to whether
restrictions were being applied globally or in respect of imports from certain
sources only. This decision of the Group was endorsed by the Committee on Trade
and Development when it met last July.

2. In pursuance of the decision taken last June, the GATT secretariat requested
.detailed information from the following countries:

Austria Japan
Belgium,/Luxemburg Netherlands
Denmark Norway
Federal Republic of Germany Sweden
Italy United Kingdom

United States

Information was also furnished by the Government of Australia and the Group
heard a statement by the representative of Australia. The contracting parties
concerned were also invited to furnish relevant information regarding restrictions
on any other items in which less-developed countries had indicated an interest
and which they thought might be relevant for the work of the Group.

3. The information furnished by contracting parties In response to this
invitation was considered by the Group at its present meeting. The Group also
consulted with each of the. countries supplying this information., in the course
of which it heard statements regarding the corsiderations behind the maintenance
of these restrictions and indications of theïr plans for future liberalization
of these products.



4. In the course of the discussion, representatives of developing countries
sought clarification concerning the application of re-strictions on specific products
and emphasized the importance which they attached to the adherence to the target
dates for liberalization set up in regard to items covered by the Action Programme,
and to the establishment of agreed liberalization dates for other products.
Disappointment was expressed that restrictions would. continue to be maintained in
respect of a number of products covered by the Action Programme even after the
date 31 December 1965, and also that, for some of these products, no firm date for
liberalization had beon set as yet. Other representatives, while explaining
difficulties experienced by their governments in notifying firm dates for
liberal nation, indicated the resolve of their governments to make the speediest
possible progress in removing restrictions adversely affecting the trade of less-
developed countries. In the course of the consultations some representatives gave
indications concerning the areas in which progress could be expected to be rapid.
The Group recognized the importance attached by less-developed countries to the
need for providing more specific indications of liberalization plans in respect of
all items stili subject to residual restrictions which are under discussion in
the Group.

5. The Group noted that, while in most -instances there had been progress in
applying restrictions uniformly without distinction between sources of supply, in
some instances this type of discrimination continued to exist. Ihe hope was
expressed by some representatives that urgent action would be taken to eliminate
the discriminatory element of the restrictions.

6. The points made in the course of the country consultations are contained in
a record note which is annexed to the report. The Group recognized the importance
to less-developed ccuntries of rapid progress in the removal of remaining
restrictions. The Group has noted that, while appreciable progress continued to be
made in eliminating these restrictions, a number of products of interest to less-
developed countries remain subject ta quota or other limitations. The Group noted
that, attention would be given to non-tariff barriers affecting products of interest
te less-developed countries in the Kennedy Round, and that the negotiations would
provide further opportunity foreliminating 1irtiinatin, these barriers.

7. The Group felt- thatin edition to the usual report to the Committee on Trade
andi Deveardlopmennt n reg to ay changes in these restrictions and to progress
made in acehievieng furthrn libralizatio it would be useful to carry out a
periodic review of restrictions maintained on products in which less-developed
counntrieeds have idicat .an interest, on the lines of the examination already
carried out at ethmne present meig. This examination could cover not only products
nomtifiedIIIt Cori.tee Jas of interest to eless-develo,pc countriesbut also any
other products which might have been notified, for instance in the context af the
Kennedy Round, aned still subdjct to resicual .restrictions In this respect it was
recognized that the Group should seek to avoid duplication of work being carricd
out within the fraemework of th Kennedy -Reound trade ngotiations. It was
suggested that for this purpose cortracting parties might be asked to furnish
information early in 1966 in respect of remaining restrictions, and a review on
the lines af the examination carried out by the Group at the present meeting be
carrnied out durig the ffirst part o the coming year.
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8. The Group recognized that such an examination is without prejudice to the
rights and obligations of contracting parties under Article XXXVII, paragraph 2,
or under Articles- -It was-noted that not
all the developed countries maintaining restrictions-had been invited to furnish
information and to consult in the Group. The Group requested the secretariat to
invite other contracting parties who mïght have been left out of the present
consultations also to consult since the problem of residual restrictions was not
related only to obligations assumed by contracting parties under Part IV of the
General Agreement.

9. The Group also had a brief exchange of views on the question of compensation
for residual restrictions affecting the trade of less-developed countries. In
this connexion a number of representatives emphasized the importance of compensating
less-developed contracting parties whose trade was adversely affected by these
restrictions by alternative concessions on other items or any other appropriate
way. Other members of the Group, while emphasizing their desire to make the
speediest possible progress in eliminating harmful restrictions, and their
willingness to consult with less-developed countries with a view to mitigating any
possible injury caused by such restrictions, pointed out that the legal issues
involved in this proposal were currently under examination in the Group on Legal
Amendments and that until the Legal Group had come to an agreed view in the matter,
it wauld not be possible for the Group on Residual Restrictions.to come to a finding
in regard to any proposals for compensation.
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ANNEX

-owarof Major Points Made During the. Consultations
on Residual Restrictions

At its meeting held from 18-21 October, the Group carried out consultations
with the following contracting parties regarding quantitative restrictions
maintained by them on products which had earlier been notified to Committee III,
or the Committee on Trade and Development, as being of export interest to less-
developed countries:

Austria Japan
Belgium/Luxemburg Netherlands
Denmark Norway
Pederal Republic cf Germany Sweden
Italy United Kingdom

United States

The major points made during the consultations, as well as a statement by
the representative of Australia, are sunmarized below. In carrying out the
consultations, the Group based itself on document COM.TD/B/W/1 and Addenda,
containing the information supplied by governments in respect of restrictions
maintained by them. Corrections to the data which were brought to the attention
of the Group during the course of the consultations will be incorporated in the
revised version of document COM.TD/B/W/1 which will be issued in due course.
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AUSTRALIA

At the outset of the consultations, the representative of Australia stated
that, although Australia was not among the countries for which a consultation
had formally been scheduled, his Government had wished to inform the Group of
the position in regard to aluminium and aluminium alloys - the only tariff
items notified to Committee III as being of export interest to less-developed
countries on which Australian restrictions were still maintained. He briefly
explained the special economic circumstances of Australia and the reasons of
defence, commercial and development policy which had led his Government to
restrict imports of aluminium and aluminium alloys. The Government of Australia
believed that these restrictions did not significantly affect the trade interests
of less-developed countries. Nevertheless the import policy measure in respect of
these items was currently under review by the Australian Tariff Board.

Representatives of less-developed countries expressed appreciation of the
statement by the Australian representative and, in particular, for the information
that the Australian authorities were currently reviewing this restriction.
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In opening the consultation, the representative of Austria recalled the
steps taken by his Government in recent years for liberalizing imported. With
the virtual completion of the liberalization programme in October 1964, only a
small number of products remained subject to residual restrictions. These
included, as regards products in the industrial sector notified to Committee III
or the Committee on Trade and Development as being of export interest to less-
developed countries, only nine tariff items, and, as regards products in the
agricultural sector, only five items. Austria had already had occasion to
explain in other bodies of the GATT the reasons for which these agricultural
restrictions were being maintained.

Representatives from less-developed countries noted with satisfaction the
progress made by Austria in recent years in relaxing and eliminating quantitative
import restrictions on products of export. interest to them. At the same time
they pointed out that restrictions continued to be maintained on items like jute
goods and floor coverings, even.though the target date envisaged in the Action
Programme for removal of a number of such restrictions was about to expire. The
members of the Group took note also of the measures adopted by the Austrian
Government in order to eliminate discrimination in the import treatment. In
reply to a question asked in this connexion, the Austrian representative explained
that, apart from the restrictions applied on textiles under the Long-Term
Arrangement on International Trade in Cotton Textiles, all items subject to res-
trictions were importable under global quotas. No distinction was made in the
application of these quotas as to whether the imported came from EFTA countries or
from other GATT countries.

While recalling the reservation made by the Austrian Minist. at the time of
the adoption of the Ministerial Conclusions on the Action Programme in 1963, the
representative of Austria outlined briefly the efforts made by his Government to
liberalize imports and the action currently under consideration in respect of
certain specific items. Indications given in this regard were as follows:

Caustic soda (BTN No. 28.17, A.l) and furniture (BT 9.01 and ex 94.03)

Possibilities for import liberalization of these items in the not too distant
future are currently being explored.

Carpets, rugs and mats (item ex 58.02 B)

In the view of the Austrian authorities speedy liberalization was difficult
because of certain special factors which operated in the trade in these items.
The Government, however, hoped to liberalize imports of these items at a later date.
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As regards antibiotics and medicaments containing antibiotics. (items 29.44A
and ex 30.03) the Austrian representative pointed out that,because of the need at
all times to ensure adequate and uninterrupted suppliesand because of certain
peculiarities of international trade in these items, import liberalization would
not be feasible.

Representatives of less-developed countries pointed out that liberalization of
items of export interest to less-developed countries might be accelerated,even
where it was felt that special difficulties affected trade, through a more detailed
breakdown of the tariff positions presently affected by the restrictions. For
example, as regards carpets, rugs and mats, a distinction should be made between
machine and hand-made products, the latter being an item of particular export
interest to less-developed countries, which should be liberalized at an early date.
In this connexion it was pointed out that in India alone, the production and
manufacture of floor coverings such as woollen and coir carpets, was a source of
livelihood for approximately 700,000 persons. This explained the great importance
which India attached to all possible measures being taken by contracting parties
concerned for eliminating import barriers on such items.

In the more general discussion regarding Austrian import policy measures,
the representative of a less-developed country also referred to, and congratulated
Austria bn, the elimination of the duty on tea in bulk. He further expressed the
hope that the Austrian authorities would also give urgent consideration to
eliminating the duty on tea in small containers.

At the conclusion of the consultation, the representative of Austria assured
the Group that he would bring the specific points and suggestions made during the
course of the discussion to the urgent attention of his Government.



The representative of Belgium:opened the consultation with a short statement
in which. he noted the small number of residual restrictions maintained by the
Benelux countries, in line with their traditionally liberal trade policy. He
described the reasons which had prompted his Government to maintain restrictions
in respect of a few of the items notified to Committee III as being of export
interest to less-developed countries. He pointed out that, out of the five tariff
positions still affected by the restrictions, four related to agricultural products.
In respect of one of these, sugar, it was relevant to note that Eelgium had
participated in the recently held United Nations Sugar Conference which aimed at
finding solutions to the problems affecting international trade in sugar He
explained that the import relations for sugar, currently in force in Belgium, were
of a transitional nature, and would be replaced by.the new EEC regulations for
sugar as soon.as the latter were established and put into effect. The representative
of Belgium also recalled in this connexion that Belgium was a traditional producer
and exporter of sugar. Yet, notwithstanding the importance which sugar beet held
as a cash crop for Belgian agriculture, the acreage under sugar beet cultivation
had remained stationary over several years.

As. regards the restrictions applicable to imports. of cut flowers, the
representative of Belgium explained that, at present, the controls were still
necessary to safeguard producer incomes, since, on the national level, there was
no price regulation for cut flowers. Nevertheless, import liberalization of certain
types of cut flowers had recently been put into effect and it was the. intention
of his Government to liberalize imports of cut flowers progressively in the coming
years.

In referring to the restrictions on onions, the representative of Belgium
explained that the importation of fresh onions destined for industrial use was
already free from restrictions and that, the restrictions affected only a part
of the tariff item. In this connexion he invited attention to the statistics
provided by his Government, which showed that the import controls allowed
substantial imports of the items.

As regards the regulations on imports of penicillin and medicaments containing
penillin, reference should be made to the section on the Netherlands which is also
valid for the Benelux countries.1

Commenting on the various restrictions being applied by Belgium, representatives
from less-developed countries expressed the hope that the Belgian authorities
would examine what measures might be taken to accelerate import liberalization. In

See page 65.
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this connexion the hope was expressed that the regulations for sugar which were
being drawn up within the framework of the EEC would not lead to an intensification
of the present import restrictions imposed by Belgium on that product, but would,
indeed, provide opportunities for increasing access of less-developed countries to
markets in the EEC.

A representative of a less-developed country pointed to the recent tightening
of administrative licensing procedures applicable to certain imports in the
textiles sector. He expressed the hope that these procedures would urgently be
reviewed by the Belgian authorities so as to eliminate their restrictive effect.
The representative of Belgium explained that procedural changes had been made only
for achieving better statistical control. It was not intended to restrict imports
by these procedures whioh were being applied in conformity with the provisions of
Article VIII of the General Agreement.
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DENMARK

At the outset of the consultations,the representative of Denmark explained
that his Governnent.had drawn up a specific time schedule and target dates for
the abolishment,not later than 31 December 1966, of the remaining quantitative import
restrictionsongoods listed fromChapter 25 to the end of the Brussels Nomenclature
and on somegoods listed in Chapters 17 to 21. Among the items concerned
of special interest to less-developed countries were: sugar confectionery,
biscuits, certain marmalades, and rubber footwear.1 He also informed the Group
that import liberalization cf sixteen other tariff items was presently under
consideration by the Government. This left only seven of the items notified by
less-developed countries as being of export interest to them subject to restric-
tions in Denmark. The import control measures applicable to these products were
deemed to be consistent with Denmark's obligations under the General Agreement.

Representatives of less-developed countries expressed appreciation of the
statement by the representative of Denmark and in particular of the indications
regarding the establishment of specific target dates for the elimination of some
of the restrictions. They also expressed the hope that, as a result of the
review of the import policy in respect of other products, currently being carried
out by the Danish authorities, it would be possible to announce further import
liberalization measures for the near future.

In the disussion relating to specific commodities, representatives of less-
developed countries expressed the hope that, notwithstanding the fact that certain
of the restrictions were considered to be consistent with the General Agreement,
special consideration would be given to removing restrictions on such items as

sugar, manioc and manioc products, all of which were items of considerable export
interest to developing countries.

For a fuller description of the items concerned and the target dates given,
please see document COM.TD/B./W/l/Add.2.
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FEDERAL REPUBLICOF GERMANY

The consultation with the Federal Republic of Germany was-opened by a
statement inwhich the representative of the Federal Republic outlined measures
taken over the past years to liberalize imports, thereby further increasing
access to the German market, and reducing the area of restrictions.1

In dealing with the restrictions on specific products, the representative of
the Federal Republic explained that as a result of continual increases in import
quotas, the share of imported coir carpets, in the domestïc market had risen from 2

22 per cent in 1961 to 3 6.5 per cent in 1964, the import quota for 1965 amounting
toI M3.4 million. However, despite the measures taken for facilitating adjustment
to increased import competition, the industry, consisting mainly of small and
medium size enterprises, was still faced with considerable idfficulties. Possi-
bilities for further import liberalization were currently eingbng-einexied. While
sthixamination had not yet been completed, it was hoped that imports of woven
coir carpets could possibly be liberalized on 31 December 1967. -:

Referring to remaining restrictoions n jute products, the representative of
the Federal Republic off Germany described the adjustments which had already taken
place in the industry. In spite of the efforts made by the jute industry to
adjoust t increased import competition, the situatemainedion rMned such that.
it had not been possible to lachieve ful iemport. libralization. On the other hand
théGerman authorities had ensured, in consultation with the parties concerned,
that quotas continue to be increased annually. nmHis Goverent stoood ready t
consult with the parties concerned inoregard t any new difficulties experienced
by the latter. In any event, it was his Government' s hope that the problems which
had arisen in the trade in this commodity could be solved in tohe not to distant
future.

As regards import controls on worsted yarns and collenertain woelen fabrics, the
representative of the Federal Republic explained that contrais were-being
administered in a liberal manner; in fact, all applications ofor imports frm
GAI ,- ^ b;>,ces had so far been approved, iegardless off the quantities
involved, except where dhe FeReral Bepublic had eniered Intial ecîai arrangements
with a country. He pointed out that in 1964 imports of worsted yarn had amounted
to 40 pe. cent of German domestic production. In the case of woollen fabrics
imports amouoted te more than 50 per cent of production in the Federal Republic.

1The full. text of the stateme circulated toted to the Group in
document Spec(65)99.
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As regards agricultural items, only processed edible vegetable oils remained
subject to import control, in accordance with the provision of the German
Marketing Law. Until now there had been no instances in which quotas opened for
imports of these ails had been fully utilized and, in most cases, the imported
quantities had amounted to less than one half of the allocated quota. A market
regulation for oils and fats was presently under preparation in the European
Economic Community. Consequently, the German Government would find it difficult
to modify the import system for processed vegetable oils at the present stage.

A similar situation existed for sugar, syrup and molasses which were also all
products covered by the Germnan Marketing Laws. He recalled that the member States
of the EEC were in the process of establishing a common set of regulations for
these items.

Finally, certain canned fruit and vegetables remained subject to restrictions.
The industry had lost a considerable part of its traditional market as a result
of the division of Germany. A certain measure of protection for the industry had
therefore become necessary. However, restrictions had already been lifted in
respect of many of the items which had been notified to Committee III as being of
export interest to less-developed countries under this general heading.

The representative of the Federal Republi of Germany pointed to the import
liberalization measures which his Government had put into effect at an early date.
As a result, for same time already, only a small number of sensitive hard-core items
remained subject to quantitative restrictions. The unrestrained access to the
German market over many years for the major part of the products exported by less-
developed countries had, no doubt, been of benefit and importance to these countries.
He assured the Group that the German authorities would continue their efforts to
increase access for exports of less-developed countries to the German market.
Quotas would continue to be increased annually and full libelization of products
still subject to restrictions would be put into effect as soon as this becomes
possible. In the meantime, the Federal Governnent was always prepared to enter
into bilateral consultations so that the specific trade problems of its trading
partners would be given full consideration.

Members of the Group expressed appreciation of the progress in import
liberalization made by the Federal Republîc over the last year, and of the
announcements that it was planned to liberalize imports of coir carpets on
31 December 1967 It was however, a matter of disappoinitment to the developing
countries that progress in import liberalization was slow and, also, that there
continued to be an element of discrimination in the application of the restric-
tions. Considering that import liberalization of some of these items had eraged
the attention of contracting parties for some time, it was to be hoped that the
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federall Government would explore every possibility open to them to eliminate these
restrictions at the earliest possible date. In the meantime the Federal Government
should take immediate action to eliminate discrimination and to enlarge quotas.
Representatives of less-developed countries all stressed the importance of a
reduction in tariffs for these items.

While expressing recognition of the difficulties with which certain
Industries in the Federal Republic might be faced, representatives of less-
developed countries also referred to the, serious economic, social and human
problems of developing countries anc the importance which they had to give there-
fore to increasing their export revenues as a basis for the development of their
economies. The labour market in the Federal Republic was tight, liberalization
of imports was tharefore unlikely to have any serious social implications. Many
less-developed countries were running a heavy balance-of-payments deficit with the
Federal Republic which was not wholly compensated by the financial assistance
provided to these countries by Germany. A substantial part of the earnings from
increased exported to Germany would also be spent by less-developed countries on
larger purchases from the Federal Republic. According to representaives of less-
devoloped countries these considerations Underlined the need for early action by
the Federal Republic. It was also pointed out that import liberalization of items
of particular export interest to less-developed countries might be facilitated by
establihing sub-positions for these items in the tariff statistical nomenclature.
For instance, as regards coir carpets a distinction would seem to be indicated in
respect of machine-made and hand-made carpets, the latter being a product of
particular interest to the less-developed countries.

The representative of the Federal Republic assured the Group that he would
bring the comments and suggestions made during the consultation to the attention
of the competent authorities in the Federal Republic.
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ITALY

In opening the consultation, the representative of Italy recalled that his
Government had since long adopted a liberal import policy, particularly as regards
imports from developing countries. As a result, only a few products were still
subject to restrictions,as could be seen from the documentation before the
Committee. As regards two of these items (salt and tobacco), it might be noted
from the reply of his Government to the questiannaire that they fell under State
monopoly. For those monopolies, which were moreover administered in accordance
with the provisions of Article XVII of the General Agreement, Italy was covered by
the provisions of the Annecy Protocol concerning legislation already existing on
the date of that Protocol. As regards two other tariff items, bromine and bromine
compounds, contacts had been established between the Italian Government and the
country which had notified these items to Committee III as being of export interest
to it. It was hoped that these contacts would help to resolve the problems
which this country might consider to arise in trade with Italy. Referring to
restrictions on soyabean oil, the representative of italy drew attention to the
fact that the Major exporters of this product were developed countries. The
controls werein effect, net maintained to restrict imports from less-developed
countries and the control measures were unlikely to have a marked effect on
opportunities to export to the ItaIian market.

As regardsbananas, the representative of Italy recalled that, the Italian
banana monopoly had been abolished on 1 January 1965 after having been in
existencefor approxirately thirty years. To permit the necessary adjustments to be
made without unnecessary dislocations to trade, and also to take into considera-
tion Italy's commitments vis-à-vis Somalïa, import quotas had been Introduced as
a transitional measure. The import regime for bananas was currently under
consideration of the Government with a view to freeing Imports, while taking
account, temporary, of the great significance of banana exports in Somalia's
economy.He recalled that, for a small group of products - Including bananas,
Somalia at present enjoyed a special customs, regime for imports into Italy.

While expressing appreciation of the indication given by the representative
of Italy that the restrïctions on bananas constituted a trarnsitional measure:
members of the Group representing less-developed countries noted with disappoint-
ment that the abolition of the italian banana monopoly had net yet permitted
their countries to share more fully in the Italian market. Also, there were
certain administrative revelations pertaining to the licensing of imports which
were not conducive to freer trade. They urged the Italian authorities to re-
examine the admistration of these regulations with a view to eliminating their
restrictive effects. They also urged, pending full import liberalization, that the
quota system be operated in a manner which would ensure that no less-developed
country producing bananas would be prevented from obtaining a fair share of the
Italian market.
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In that connexionthe represertative of Italypointed out that,
within the limited of established quotas, no import licences for banana
imports were needed; the customsauthorities were entitled to admit imports
freely untilthe quotas were exhausted.

As regards residual restrictions maintained by Italy on Iz'u±t ju±ces,
representatives of less-developed, countries expressed the hope that, pend fl
liberalization of imports still subject to quantitative restrictions, tropical
fruit juices would be excluded fmm the liMetf.items subject to such restrictIons.
The Itaiîan representative pointed out that the maintenance of these matrictions
ws.due, above all, to the special situation of unrert ln the less-
favoared areas of southern Italy. That was a situation whioh It would be difficult
not to take Into account In any lîberlzat±en meaeules which the Gove t could
possIbly take. He assured the Group that the s-aWestions and the points made
duz"inpg the consultation woud be onveyed to the urgent attention af the Italîan
authorities.



'APAN

la Me introductory remarks the representative of Japali stated tiat*ame
1960 3apan had vigorously pursued the liberalization of its import despite v&rieus
doest4o problems. Consequently, 93 per cent of its imports were at preset
1iberaiLîâ as agaî=t 42 per cent in 1960. Over the last six years import
from lesa-developed countries had doubled. The annual growth rate amounting to
15 pez cent, the hibest rate recorded by-any cotml'txr over the same period.
Atter tle United States and the United Kingdom, Japan was, at present, the tIrd
largest market for products ot' less-developed coutries.

The represerAtative of Japwa explained that out of forty Items on the
Ccmvittee III and Coimnttee on Trade and Development lista, atili Subject te
restrictions, twenty-seven were agricultural item. As was we1-knrviii, inter-
national trade in agricultural products presented difficulties for many countries.
As regards remaining restrictions on industrial products, the items concerned were
generally those produced by the economically weaker industries of Japan. The
representative of Japan explained tha, although at the present time it ws not
possible for his Government to announce target dates for import liberalization, it
was the tirm intention of the Governmrent to relax restrictions, by increasing import
quotas to the extent possible, and wherever possible to remove the restrictions.'
It was envisaged that importa from less-developed countries would continue to
increase since domestic consumption of the items concerned was expected to expand.
The representative of Japan emphasized that Japan was tively participating in
the Nennedy Round. He expressed his earnest hope that the Kennedy Round should
contrIbute to the expansion of export from less-developed countries.

During the course of the consultation, the representative of Japan informed
the Group that cocoa powder was scheduled for import liberalization in the near
future, anâ .that dieses, one of the items iguringîn the list of products
noti±ïed to Committee III, had recently been liberalized.

While expressing appreciation of the progress made by Japan in recent years
in liberalizing imports, members of the Group expressed disappointment that many of
the products notified as being of export interest to developing countries continued
te be subJect to restrictions and, in particular, that target dates for the
liberalization of these items had not yet been set. They expressed the hope that
thie Japenese authorities would without delay underte a re-appra$sal of the
overall Smport regime aIfecting the items notified as belntg of export Interest to
less-developed countries. They also invited attention again to the target date
of 31 December 1965, for the elimination of quantitative restrictions on Items
covered by the Action Programme.



In further discussion of Japan's import policy measures, the representative of
a less-developed country pointed out the imbalance in trade between Japan and
less-developed countries in Africa. While expressing appreciation of time interest
shown by Japan in encouraging imports from these countries by such means as the
exchange of trade missions, it seemed that so far the missions had not had the
desired result of contributing to any significant increase in experts from African
countries to Japan. What was particularly important was that trade barriers
should be eliminated on the products which Japan's trade partners among less-
developed countries were already in a position to supply.

As regards black tea, it was noted with regret that this item was still
subject to import restrictions, in addition to the Import duty of 35 per cent
ad valorem. Members of the Group recalled that tea was one of the first items
which had been. notified to Committee III, in view of the very considerable export
interest of this item for a number of less-developed countries. Tea was also one
of the items covered by the Action Programme. The hope was expressed that
remaining restrictions on this item would soon be removed and that Japan would find
is possible to announce free entry for that product, as other developed countries
had done in implementation of the 1963 ministerial Conclusions. The representa-
tive of Japan explained that, prior to the notification of this item to
Committee III of GATT, the Japanese authorities had operated a programme for

encouraging the production of tea in certain areas of southern Japan where
possibilities for profitable farming were generally unfavourable. At the present
time black tea produced in those areas was not competitive with imported tea,
and the industry continued to be in need of some protection. At the same time,
Japan recognized the importance attached by less-developed countries to increasing
their tea exports to Japan. The Government had imposed limitations on the
acreage under tea cultivation,aiming at limiting domestic production. While the
Government was not at present in a position to announce. that imports of tea
would soon be liberalized, it was the intention of his authorities to enlarge
access to the Japanese market by increasing import quotas as far as possible with
a view to ensuring an appropriate share of imports in total consumption.

In respect of restrictions maintained by Japan on manioc and tapioca,
representativesof less-developed countries pointed out that those products were
almost entirely produced in less-developed countries. They urgod, therefore,
that every attempt be made to liberalize these items at an early date. In his
reply the representative of Japan explained that the restrictions had been
imposed to protect growers of sweet potatoes. Sweet potatoes were used in Japan
as a substitute for manioc and tapioca and the product was grown in Japan under
rather difficult conditions in certain parts of the country where alternative
production possibilities were particularly unfavourable. Representatives of
less-developed countries urged the Japanese authorities to give nevertheless urgent
consideration to early import liberalization of these items.



The Group also discussed import restrictions on leather, an item of export
interest to many less-developed countries. The representative of Japan explained
that import restrictions on leather continued to be necessary because of the very
conservative nature of that industry which had so far not responded to the apparent
need for its modernization. Possibilities for action in this regard were further
limited by the fact that the enterprises were, in general, located in areas
offering few alternative employment opportunities. He pointed out that the high
cost of domestically produced leather also made it necessary to restrict imports
of leather footwear.

Representatives from. less-developed countries stated that, important as
these considerations might be, these reasons could hardly be considered a justi-
fication for the continuation of restrictions affecting exports of less-developed
countries in an item of such importance to them. Members of the Group expressed
the hope that urgent attention would be given by Japan to encouraging the industry
to adjust itself to increased import competition, and achieving speedy import
liberalization.

Representatives from less-developed countries also expressed concern over the
continued imposition of restrictions on such items as groundnuts and groundnut
oils, roasted coffee, certain vegetable and fruit preparations, and syrups, all of
which were items of export interest to a considerable number of less-developed
countries. In this connexion, it was pointed out by a representative of a less-
developed country that some of the sanitary regulations applied by Japan in respect
of tropical fruit amounted. in effect, to a complete prohibition of imports. He
urged that consideration be given to the elimination of the regulations on tropical
fruit having such prohibitive effects.

The representative of Japan assured the Group that he would bring the comments
and suggestions made during the course of the consultation to the attention of the
competent authorities in Japan.
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THE NETHERLANDS

The representative of the Netherlands referred, as far as the general
position of his country in respect of residual restrictions was concerned, to
the statement made earlier by the representative of Belgium on behalf of the
Benelux countries.

While turning to the two items remaining subject to residual restrictions
in the Netherlands, i.e. shrimp and penicillin, he briefly outlined in respect of
the former the social and economic reasons which had led to the establishment of
a market regulation for shrimps. The market regulation provided for an inter-
related system of floor prices, levies on producers, diversion of excess supplies
to animal feed, and import licensing. He explained that, in practice, the
licensing controls. had not had a restrictive effect on imports, since all
applications for licences had been granted in full. He also informed the Group
that full liberalization of shrimps in the not too distant future was under the
active consideration of his Government.

As regards the restriction of imports of penicillin and medicaments con-
taining penicillin into the Benelux countries, the representative of the
Netherlands recalled briefly the difficult conditions prevailing in world markets,
due to severe competition, while for obvious reasons a supply of this product must
be available. under all possible circumstances and production therefore be protected,
as was the case in many countries producing penicillin.

The Group expressed appreciation of the statement by the Netherlands
representative and, in particular, of the indication given by him that his
Government was giving active consideration to the early removal of import controls
on shrimps.
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NORWAY

In his opening remarks the representative of Norway drew the attention of
the Group to some of the main features of the Norwegian economy. Norway was a
country in a special geographic location, having a population of less than
4 milion. More than 40 per cent of total production of goods and services was
being exported, and more than 40 per cent of Norway's total consumption of
goods and services was being met through imports. Norway was a firm believer in
the international division of labour and had always supported efforts directed
to achieve a freer flow of trade. In lino with this policy, restrictions on
practically all industrial items had been eliminated in the post-war period.
Further, in the context of the Kennedy Round, Norway was offering without
exception a 50 per cent tariff cut on all industrial items, despite its already
low tariffs.

While Norway maintained certain import regulations on agricultural products,
it was hoped that, in the context of the Kennedy Round, Norway would be able to
make a comprehensive offer in this sector also. As regards tropical products,
tariffs were generally very low, in some cases nil, and there were no quantitative
restrictions.

Referring to import restrictions affecting items notified as being of export
interest to less-developed countries, the representative of Norway informed the
Group that sugar, one of the more important items in trade, would be liberalized
completely on 1 November 1965.

In reply to a question concerning possibilities for early liberalization
of manioc products, the representative of Norway explained that the import
regulations on these products were maintained mainly because of the high
starch and inulin contents which compete with similar products made of
potatoes. The import regulations on manioc products were also maintained for
technical reasons as the customs tariff has no separate sub-items for these
products.

Rice is liberalized. Husked or broken rice is under restrictions owing
to regional development problems. No decision has yet been taken as to the
liberalization of these products.
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In opening the consultation the representative of Sweden briefly explained
that, in toto, only twelve items continued to be subject to residual restrictions
in Sweden. Five out of these twelve items had been notified as being of export
interest to less-developed countries. The import controls an these products were
being applied in a liberal manner. Licences were being issued freely, the purpose
of the licensing requirement being primarily to safeguard against sudden
developments in trade. He explained that for quite some time there had,to his
knowledge,been no cases where licence applications for imports from less-developed
countries had been denied. Sweden's agricultural policies were to be subjected to
a full-scale review in the near future and, therefore, it was for the time being,
unfortunately, not possible to indicate when imports of items still subject to
import controls might be liberalized.

While expressing appreciation of the generally liberal trade policies followed
by Sweden, one representative of less-developed countries drew attention to the
fact that manioc starches were among the products still subject to import control.
The hope was expressed that specially this item would soon be liberalized.
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UNITEDKINGDOM

In her opening statement the representative of the United Kingdom recalled
that, as a result of earlier liberalization measures, the United Kingdom market
was now virtually free from quantitative import restrictions Of the items
notified by less-developed countries as being of special exprt interest to them,
only jute manufactures, bananas, cigars and certain citrus products remained
subject to import control. While import restrictions on jute manufactures had
been progressively eased, import restrictions on bananas, cigars and citrus fruit
were, in fact, being maintained in the interest of certain less-developed
countries.

The Group did not enter into a detailed discussion of the restrictions
being maintained. by the United .Kingdom. The Group took note that the current
import arrangements for jute were to be reviewed in 1967. The representative
of a less-developed country, in referring to the importance of jute to his
country, took the opportunity of expressing the hope, that the United Kingdom
surcharge would soon be eliminated, although recognizing that this question was
being dealt with in another working party.
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UNITED STATES

In opening the discussion, the representative of the United States explained
that the import controls on sugar, cotton, peanuts and unwrought lead were being
applied consistently with her Government's obligations under the General Agreement.
Restrictions on cotton and peanuts were covered by Article XI:2(c)(i), while import
controls on unwrought lead were being imposed under the provisions of Article XIX.
Finally, import controls on sugar were covered by the Protocol of Provisional
Application. The efforts of the United States Government had all along been
directed to bring about, through. various measures, a better -balance between supply
and demand of the products concerned, while at the same time trying to avcid
placing all the burden of adjustment on either the domestic or the foreign
producers.

With regard to the restrictions maintained on cotton and peanuts, the United
States had submitted a detailed report earlier this year (1/2340), and the report
had been scrutinized carefully by a special working party. For both of these
items it had been found necessary to maintain price support programmes for domestic
producers and consequently the United States had not been in a position to allow
unlimited imports of these commodities since these would have interfered with the
governmental programmes and operations relating to these products. However, the
acreage under cultivation had been greatly curtailed since the restrictions were
instituted, and, in the case of peanuts, was at the minimum level required by law.
Several measures had also been adopted to stimulate consumption of these products.
In this connexion she informed the Group that new farn legislation relating
inter alia to these two commodities was now being considered by Congress.

New legislative proposals were currently under consideration by Congress as
regards sugar. The proposed legislation aimed at assuring foreign suppliers of
the opportunity of sharing in the growth of consumption in the United States.
The United States representative explained that production of sugar had been
reduced in 1965 in order to prevent a decrease in the level of imports; imports
in that year accounted for more than one third of consumption. The United States
Government had recently participated in the United Nations Sugar Conference and
would continue to co-operate in international discussions in this regard with a
view to working out appropriate solutions for problems arising in international
trade ir this commodity.

With regard to lead, United States imports amounted to about 360,000 tons,
representing some 60 per cent of total consumption of lead metal and concentrates
in the country. The United States Tariff Commission had recently carried out a
full investigation of the lead industries under the Trade Expansion Act and the
question of the removal of the quantitative restrictions on this item was being
examined by the competent authorities.
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It was pointed out by the representative of a less-developed country that
less-developed countries' exports of peanuts were being affected not only by the
restrictions maintained by the United States, but also by the disposals of soya-
bean ail (a substitute for groundnut oil) in third markets under United States
Public Law 480. While he recognized that the United States was consulting with
affected countries concerning such disposals, the consultations were sometimes
embarrassing and often ineffectual, consîderîng that the countries consulting
with the United States bore in mind the more or less charitable nature of
Public Law 480 programmes. In any event, the effect of these disposals was that
markets were lost. In this connexion, he cited the case of a country which had
started to compete in expert markets for groundnut oil only after the receipt of
large quantities of soyabean oil under Public Law 480.

The delegate of the United States informed the Group that consultations
regardeng the disposal of vegetable oïl under Public Law 480 were carried out in
accordance with the procedures laid down by the FAO. To the best knowledge of
the United States delegations the countries consulted seemed to have been satisfied
with the consultations on Public Law 480 sales and had not heretofore indicated
that United States exports of soyabean oil under Publie Law 480 had displaced
normal exports of peanut oil of these countries. While United States policy on
sales under Public Law 480 was outside the terms of reference of the Group on
Residual Restrictions, the United States is ready to discuss this matter bilaterally
with any country concerned, and in this connexion invited any government concerned
to submit any specific cases in which it was considered that united States exports
of soyabean oil under Public raw 480 had displaced their experts of peanut oil.
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SECOND REPORT OF THE GROUP ON RESIDUAL RESTRICTIONS
(COM.TD/B/6)

1. Since submittîng its last report (COM.TD/B/3) the Group has met on two
occasions, naaTely from 15 to 15 July and on 17 and 18 October 1966.¹ As
instructed by the Committee on Trade and Developmnent (COM.TD/24, paragraph 15)
the Group has applied. Itself to two main tasks: (i) the conduct of
coutry-by-country discussions with developed contractor parties on restrictions
on products notified in the context of the Kennedy Round as being of ex-port
interest to developing countries; and (ïi) a preliminary examination of reports
sent by developed countries in response to the recommendation adopted by the
CONTRACTIG PARTIES at the twenty-third session that governments applying
restrictions on products notified to Cornittee III give immediate consideration
to the elimination of these restrictions and to r: port by June on compliance.

2. With regard to point (i), the Group has held country-by-country discussion
on restrictions affecting Kennedy Round items with Austria, Belgium-Luxemburg,
Canada, Dermark, the Federal Republic of Germany, Italy, Japan, the Netherlands,
Norway, Sweden, the United Kîngdom and the Urited States. As regards point (ii),
the Group, in the course of those country-by-country discussions, held in July,
also examined w;ith the governments concerned the remainirg restrictions on
Committee III products, in certain cases based on written reports previously
received from the governments (cf. COM.TD/26). Ihe information obtained through
these discussions has been summarized in a secretariat note (COM.TD/B/4). In
view of the fact that certain governments applying the restrictions were yet
unable to remove them or to announce a date for their removal, the Group decided
to invite the governments once again to give urgent consideration to this matter
and to report by September 1966. The Group would reconvene immediately prior
to the next meeting of the Committee on Trade and Development to examine any new
responses that might be received. -In October the Group once again discussed the
remaining restrictions with the contracting parties concerned, some of which had
submItted an additional written report (cf. COM.TD/29).

¹At the October meeting, the. Group was informed that its Chairman,
Mr. C.H.J. Amaratunga (Ceylon), having been transferred to a new duty station,
was unable to continue to chair the Group. The Group expressed appreciation of
the able and efficient manner in which Mr. Amaratunga had guided the Group's work.
Mr. A. Patriota (Brazil) was elected to chair the meeting.



5. The Group has found that since the twenty-third session stops to remove
certain import restrictions affectîngCommîttee III restrictions have been taken
by the Governments of Denmark: the Federa1 Republic of Germany, Japan and Sweden;
and that target dates for the removn. cDi certain restrictions on Committee InI
items have bcen ancunmecd by Au.-;tria, De-nmairk, the Faderai Republie of Gerteny
and tio Netherlaris. ;.r;9herLcaro import lîbezalization measures or target dates
for tho rerncv f res-trc icz_z o Kennedy flcwu; itoms havoc been announced by
Austria, Denrrk, the Fadea-i Republic ci cerxtiay arid the Netherlands. In
cc-rtain cases the govemrïs sGated that thz- possibility of removing or relaxiri
the restrictions was beinrçg ac-tiLvoiy considered, cithor within the framework cf
the Kennedy Round ne-ctiaticns or in the context of a g;cncra review cf the
country's cc=,ercial or agricultural policy, The Group welcor.es the measures co
liberalization. Jt ïis to bo rcgr-tted, however, That restrictions inconsistoit
with the GATT ZcOtbeta bo applied in mrmy 5nst-ances and that, on the whole,
contracting pa;:es maintnir. such restrictions have been liable ta indicate
specific dates for -.-ke r2.mov-l cf thm or ta armaunce measures ta deal with the
problem.

4. A list oI the re.s c',rioî.cicns that continue tc be applied on products notified
as being of exrpot Lnterest tacdcvelpin,- cout-rics, including. references to
their legal justWiîicatîcn3 and ttrgec dates fcr tihair romovai, compiled by the
secretariat at the rec'wes. s' tho Grcuip. is cGntaînncd in COMi.TD/B/W/7.
Discussions in the Grcup ati its JuJ a-aa October, rnacings are sunmrized in the
secretariat notes ccuntairne iCC:.Ir, T4c/and 5. Theze doc-uments are presennt-icd
by thre Grup as an integral part o-, its report tGa the Comnmittee

5. In the lightf cf îhe iomrrtisn obtained trhrosh. written reports submitted
by contracting p.artes or iri the coe.)rse ca -ie daso5sian et its meetings, the
Group considerE-td Ltfir.dings it ccul.d transmit to Ano- Comittee on the
remaining res.-ict-cns. ini tcncral. Thc Group rcca-1ed that the Committee, in
requesting the C RCI2`Fi3C± -?A2 '(,-t consider hw bst. to deal with the
remainLng restricti.u- s wh.ich werc inconsistent with TAIT provisions, had suggested
that thoy mightt consider whhother cantractiïg parties maintaining such restrictions
should be inv-ited as p rrLf ?, co.aJr-he-'.i r ..r o. tho position, to give an
indication of zAlutians whic-i thay themselves light propose for dealing with the
problem. For zàr.c ' :ej .-i~,-y i 13sh ta a'-Ùk, grd liberalization pro..raramez
wîth specifiid d-rgot.ates, or thoy nray decide -,o hac recourse tc the waiver
procedurcx.? (:;264, aaragcraph 19), 2he Group kept these possibilities in mnîd
In its discussions.

6. Certain levcloped csntî-<tc- ui±g paLAies wero of the viow that further progrcse
could naw bc radc, consis-tcntkr with tho proceduji s of tho GMTIT, if the
discussions were plT.s1ed on te Lasis ofa rcal interests afected They felt
that the estabJ)_i_-1sd rreduis for consu]tat.ionr had proved ta be capable of
contributing ta t:e solvA.an cf cancrcte prcble.is created.
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7. Developing countries expressed the view that the existing procedures, though
useful in some cases, had not been effective in securing the removal of the more
obdurate type of restrïctions which directly affected certain traditional exports
of developing countries. The commitments undertaken by developed countries under
Part IV, in their view, should have the effect of accelerating the process of
trade liberalization in the interest of developing countries particularly since
many of the restrictions had already been the subject of lengthy and detailed
discussions and had been clearly shown to have detrimiental effects on the exports
of developing countries. The developing countries expressed great disappointment
at the fact that, apart from the anouncement of target dates for the liberali-
zation of certain products, no contracting party maintaining such restrictions
had, in their view, given an indication of the solutions which it might propose
for dealing with the problem still existing in respect ts residual restrictions.
While consultations could provide a forum in which the solutions could be dis-
aussed, it was important that the solutions should first be proposed by the con-
tracting parties maintaining such restrictions. As regards the suggestion that
the question of residual restrictions could be pursued on the basis of real
interest affected, it was pointed clit by the developing countries that the mere
maintenance of these restrictions inconsistent with the GATT acted as a signifi-
cant impediment to the development of the export trade of the developing countries.
Where restrictions were maintained because o. fears cf imports from developed
countries consideration should be given to restricting impcrts from the developed
countries and liberalizing imports from the developing countries. As regards the
import control procedures themselves, it was suggested that in certain cases a
developed country might, as a first step, dispense with its import controls by
relying instead on export controls on the products concerned administered by the
exporting countries.

8. At the twenty-third session the CONTRACTING PARTIES had agreed tha, govern-
ments which had not yet undertaken to apply Part IV of the Agreement should be
urged to participate in the work of the Cosmittee on Trade and Development and
to co-operate with it in the exploration of possibilities of liberalizing their
imports in so far as these were of concern to the Committee (SR.23/10, pages 156-7
The Group was advised that France, which had not accepted Part IV or the
Declaration on its de facto application, had not responded to this suggestion from
the CONTRACTING PARTIES. The secretariat hadsent an erquiry to the French
delegation on this subject with a request for information on the Frerch
restrictions. No replies to this enquiry had meched the secretariat, but the
Group noted that France had recently removed a number of restrictions, including
restrictions on products under disc-cssion in th Grcup (L/2674). The Group noted
that in seeking redress with regard to restrictions applied by a contracting party
not participating in the work of the Committee on Trade and Development, a

contracting party would have to resort to the procecires adopted by the CONTRATING
PARTIES in 1960 for dealing with reei.dii..lrestr1ctic. (3ISD, _th supple,,ent,
pages 19-20). Attention was dranm in this connexion ales to the Decisicn cf
5 April 1966 on procedures under Article XXIII. The- Group expresed disappointment
at the lack of response to the recommendation mach by the CONTRACTING PARTIES at
the twenty-third session as notbed ab_-c. In the circumstance, it was suggested
that the Committee on Trade and Development might with te give further con-

sideration te the proposal made earlier regarding the reed for adjustments in the
procedural and institutional arrangements (BISD, 14th supplement, page 133).
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REPOPT OF THE EXPERT GROUP ON ADJUSTMENT ASSISTANCE MEASURES
(COM .TD/H/4)

1. The Group was appointed by the Committee on Trade and Development at its
first meeting in March 1965 and was instructed:

- to study the material set out in document COM.TD/W/6 and Addenda and,
as appropriate, to gather additional material; and

- to report on the measures being applied, or proposed to be applied, by
industrialized countries fcr assisting adjustments in the changing
struct-ue and pattern of production, so as to permit an expansion of
international trade in products of interest to lees-developed countries
and to provide larger opportunities for imports from these countries.

2. The Group met in June 1965 and February 1966. The membership of the Group
is given in the Annex. The Group wishes to take this opportunity of expressing
its appreciation for the valuable assistance rendered ît by the ILO, OECD and
other organizations.

3. The documents COM.TD/W/6 and Addenda referred to above contain statements
which had been supplied by governments in response to requests made by
Committee III and the Action Committee and had been handed over to the Committee
on Trade and Development upon its establishment. After an examination of this
material at its first meeting in June 1965 the Group considered that an attempt
should be made to elicit further information and requested replies to four
specified questions from governments. In response to this request, the govern-
ments of a number of developed countries supplied new statements. The material
thus made available enabled the Group, at its second meeting held in
February 1966, to carry the study a step further and to draw up the present
interim report.

4. All this material, which has been supplied by the governments of
developed countries, and which has been the subject of the Group's study, is
reproduced in document COM.TD/H/3, which the Group wishes to present to the
Committee together with the present report as an Integral part of its
submission.
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5. On the basis of this material the Group procoededto a general examination of
the types of adjustment assistance legislation in force, the measures applicable
under the legislation and their value in relation to the purpose of increasing
the access of the exports of less-d-veloped countries to the markets of developed
countries.

6. The material supplied by governments indicates that the following types of
assistance are provided by governments through adjustment assistance measures,
including measures designed to overcome regional imbalances:

(a) Financial assistance

(i) Grants, advanced and loans (often low interest and with generous
repayment periods) to:

A. private firms for machinery and building,
B. local authorities for intrastructural expenditure.

(hi) Grants or loans to firms to facilitate the scrapping or "moth-
ballïng" of machinery.

(iii) Acquisition of land and construction of factories for hire or sale
to manufacturing concerns.

(tv) Subsidies towards costs of factory buildings.

(v) Guaranteos of private loans to manufacturing concerns.

(vi) Payments to offset interest charged on private loans to manufacturing
concerns.

(vii). Grants to enable feasibility studies by private firms.

(viii) Inauguration of public works programmes.

(b) Fiscal inducements

Tax exemptions and rebates, including accelerated depreciation allowances.



74

(c) Retraining of labour

(j) Establishment oi training facilities.

(hi) Grants or loans to local authorities for the establishment of
training facilities.

(iii) Grants or loans to firms for the establishment of their own
training facilities.

(iv) Payment or part payment of salaries of instructors and trainees.

(v) Payment for workers during periods cf unemployment or reduced
employment.

(d) Movement of labour

(i) Payments to enable travel for training and interviews.

(ii) Payment for movement of family and effects.

(iii) Publicity on employment opportunities in localities outside the
depressed area.

7. IThe use of particular measures and the conditions under which they are made
available tend to differ from country to country. While the material has not
permitted an exhaustive analysis, the following general points and characteristics
of the measures of certain countries would appear to be relevant for any description
of the general pattern:

(a) in most of the countries which have furnished information on the subject,
there is no general legislation designed specifically to facilitate structural
adJustments necessitated by changing conditions in world trade;

(b) in a number of countries the autonomous adjustment of factors of production to
market forces is assisted by governmental policies aimed at promoting the
mobility of labour and fostering employment opportunities-or directed
towards stimulating growth, in particular in the economically depressed
regions; measures designed to encourage structural adaptation are not always
distinguishable from general policy measures aimed at securing economic
expansion and higher levels of employment, particularly in relation to
problems of regional development;
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(c) one country has ad hoc legislation specifically designed to assist a
particular industry (cotton textiles) to adjust to changing conditions in
world trade. Another country has introduced measures involving the
"moth-balling" of excess capacity which serves the same purpose;

(d) The ECSC and EEC Treaties contain provisions for the granting of adjustment
assistance by the respective executive authority on the requests by member
States. Under the ECSC Treaty assistance could be provided to facilitate
.the re adaptation of workers whose employment is affected by the opening of
the Cnonm Market as well as to deal with the consequences of technological
developments or structural changes. The EEC Treaty provides more generally
for provision of employment opportunities and labour mobility through aid
from the Social Puc. In both cases the usa of adjustment assistance to
promote structural changes aimed at forestalling or mitigating inury is
related to the framework of rights and obligations constituted by the Treaty
instruments;

(e) a number of governments have legislation on measures of assistance designeed
to overcome problems arising from regional imbalances. To the extent that
the situation of industries iLn a particular economic region is made worse
by the working of the international trade mechanism, these measures could
be used to mitigate Injury arising from the impact of import competition.
With the possible exception cf Lancashire, it is not clear, however, how
far adjustment assistance has been used to deal with the consequences of
import competition in an industry whose production units were concentrated
in a particular locality or region and the extent, therefore, to which
regional legislation has served the purpose mentioned in the Group's terms
of reference;

(f) in at least noe country a system of public credits, shortly to be reinforced
*by a system of guarantees, is usecl to assist enterprises in effecting
adaptations and adjustments made necessary by international competition;

(g) in the Trade Expansion Act, 1962, the United States has comprehensiJve
legislation authorizing adjustment assistance where increased imports
resulting from trade concessions become a major factor in causing or
threatening serious injury, the assistance being given to enable the
affected firms or workers either to become more competitive or to move into
other fields of activity. While, to date, the legislation has been invoked
in several instances, there has been no finding to justify the provision of
assistance.
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8. In the course of analyzing the contents of the individual statements sub-
mitted by governments, some members of the Group commented on the measures reported
and their relationship to the commercial policies and trade flows of the countries
concerned. The experts representing these countries indicated that they would
convey these comments, which are briefly summarized in this paragraph, to the
attention of their respective governments. Commenting on the individual reports
submitted by governments, some experts observed that Austria had been taking
liberalization measures over a period of years. They felt that it would be useful
if the Austrian Goverilment had indicated whether it had considered the use of
adjustment assistance in the course of its liberalization programme and whether
it could also consider using such measures to secure the removal of the remaining
restrictions. The Austrian representative replied that in the first place no
such questions had been put to the Austrian Government in the request for material
for this Group and secondly the appropriate forum for questions of this kind would
appear to be the Group on Residual Restrictions to whom Austria had supplied infor-
mation. With regard to the information submitted by Belgium and the Netherlands,
one expert felt that although owing to the liberal commercial policy followed by
these countries it had not been necessary to employ adjustment assistance measures
specifically to provide opportunities for increasing imports from developing
countries, navertheless legislation to that end existed. He further expressed
the hope that Belgium and the Netherlands would endeavour to influence the
policies of the EEC and suggest the use of adjustment assistance to facilitate
liberalization in areas of particular difficulty. With regard to the information
submitted by Czechoslovakia, one expert commented that the adjustment which had
been taken in certain Eastern European countries appeared to have contributed
substantially to an increase in exports of some developing countries. This should
be borne in mind by other countries in the efforts to increase their trade with
the developing countries. One expert, referring to the notification from the
Federal Republic of Germany and its restrictions in force on particular products,
said that his country imported three times the amount ic exported to the Federal
Republic. It was hoped that these restrictions would be removed at an early date
through the use of adjustment assistance measures. He felt that the policy state-
ment contained in paragraph ad (b) on page 31 of the notification of the Federal
Republic should be carefully scrutinized. In this connexion, he pointed out that
less-developed countries could only make their prices competitive if they were
given a chance to export. With regard to the notification by Finland, he felt
that adjustment assistance measures would perhaps also point the way to dealing
with the problem faced in providing access to one particular product. In the case
of Japan, he observed that Japan had experienced difficulty in removing restrictions
from many items. He hoped that the Japanese Government would find adjustment
assistance measures helpful in this regard. With regard to the notification
submitted by the United Kingdom, he felt it would be useful if information could
be submitted as to whether the schemes on incentives to promote mobility in
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industry will also take into account the need to afford more access to exports of
developing countries. The provisions in Title III, Chapter III of the United
States Trade Expansion Act 1962 were welcomed as this, in his view, was a positive
approach towards expanding foreign trade on the understanding that if injury was
at all caused or threatened certain adjustment assistance measures would be taken.
The proposals under consideration to make certain changes in the operative
provisions af the United States/Canada automotive products agreement were
noted.

9. The Group agreed that the secretariat should be requested to obtain infor-
mation from governments on new developments or charges in the legislation and
measures notified by them and should be made available to contracting parties on
an annual basis. An attempt should be mode particularly to obtain information
on the four points specified in paragraph 3 of COM.TD/H/3, viz.:

(a) what measures of adjustment assistance were available under either general
or specific legislation;

(b) which of these measures could be used specifically for the purpose of
providing larger opportunities for imports from developing countries;

(c) instances in which measures under (b) had been employed and the progress
made in achieving the objective outlines in that sub-paragraph;

(d) indications as to programmes in hand, whether in the enactment of new
legislation, or in the employment of measures already available in the
field of adjustment assistance to promote imports from developing countries.

10. On the measures reported in COM.TD/H/3 as a whole, the Group observed that
the information provided revealed that measures in the nature of adjustment
assistance had generally been prompted by a variety of circumstances including
adjustments required for long-term structural reasons, to facilitate regional
development, to face up to a situation of technological backwardness and low
productivity, and so forth. The policy instruments, therefore, appear to have
been conceived broadly with a view to improving the overall situation or to
directing a re-allocation of resources without specific reference in every case
to competition from imports as such. The Group noted that on the basis of the
information available it was not possible to evaluate to what extent the
adjustment assistance measures in force had effect on the trade opportunities of
less-developed countries.
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11. In those cases where adjustment assistance measures were related more
directly to difficulties arising from imports, it appeared possible to distinguish
between two types of measures: (a) those designed to improves productivity and the
competitiveness of the industry through modernization and rationalization of
equipment, introduction of a higher degree of automation and other technological
improvements, etc., and (b) those designed more particularly to increase the
mobility of labour and capital with a view to encouraging re-allocation of
resources from one time or branch of production to another. The Group noted that
the latter type of measures was more directly related to the adjustment of the
economy te a larger volume of imports. It was emphasized by experts from
developing countries that adjustment assistance measures should not be employed
as a means of artificially stimulating productivity in the developed countries
at the expense of imports from developing countries.

12. Experts from the developing countries pointed out that the existence of
provisions for general adjustment assistance measures had not prevented
developed countries from raising new barriers to the imports of developing countries;
some of these inconsistent with the GATT. Even countries which enjoyed full
employment had resorted to restrictions. These experts suggested that special
legislation, or special measures under existing legislation, specifically aimed
at bringing about structural adjustment te overcome this problem, was desirable.

13. The Group then discussed in a general way the type of legislation which
appeared to be the most desirable in relation to the problem of providing greater
access for the exports of less-developed countries. The Group did not take a firm
position as to whether the legislation of a general character (i.e. legislation
providing for measures applicable to structural problems of varying origins) or
specific character, would be more appropriate. Since there were variations in
the circumstances of industrial countries, bcth in economic structure and political
conditions, it should be for the industrialized countries themselves to decide
how best to proceed. The Group, however,felt that where such legislation was of
a general character, the countries concerned should try to relate it as directly
and as sympathetically as possible towards easing the very grave economic and
human problems faced by the developing countries. In the course of discussing
these questions,the Group heard statements from representatives of the ILO and
the OECD about the parallel work with regard to manpower and industrial adaptation
policies which these organizations were undertaking in this field. The Group was
pleased to note that the views oc the Group and these representatives appeared to
be generally similar with respect to the legislative approach.

14. The Group observed that the data furnished by contracting parties had not
indicated that, apart from the textile sector and except in a few other specific
instances, adjustment assistance measures have been used specifically for the
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purpose of dealing with any difficulties which might have been caused by increases
in imports from developing countries. Nor were there indications that governments
which had provided tariff or non-tariff protection for their industries had, in
each case, examined how far this problem could have been dealt with through the
use of measures of adjustment assistance. Here was also little specific
information as to whether in certain cases actual use of such measures, or
assurance that such measures could be used, had enabled certain countries to reduce:
eliminate or avoid additional measures of tariff or non-tariff protection. It
was suggested that such information should be obtained from govern cents together
with that mentioned in paragraph 9 above.

15. The Group felt that the role which adjustment assistance measures could play
in facilitating greater trade liberalization to the advantage of all countries,
could be illustrated by the adjustment assistance provisions of the United States
Trade Expansion Act.which created the pre-conditions for the removal of barriers
in a manner which would enable imports, and their impact on the market, to bring
about adjustments in the United States economy. The Group noted that enactment
of these provisions indicated that the assurances that there was the possibility
of adjustment assistance being provided could be helpful in reconciling domestic
interests to a larger degree of trade liberalization. Of course, in each country
and for each industry, there might be a number of political and social factors
which would need to be taken into account.

16. The Group noted that in most instances it should be possible to take action
to liberalize imports without having to consider adjustment assistance measures
and that such measures would be needed only if serious damage to the domestic
industry were to result from such action. In view of the growing demand for
manufactures in developed countries and the relatively low rate of growth in most
lines of exports of less-developed countries, it was to be expected that adjustment
assistance would be the exception rather than the rule.

17. Experts, mainly from developed countries, pointed out that to place too much
emphasis on the value of adjustment assistance might create the opposite effect of
retarding trade liberalization; for example, it might provide grounds for local
interests to demand the maintenance of protection in circumstances where adjustment
assistance measures were not immediately available. Recognizing the force of this
argument, experts, mainly from less-developed.ccuntries, however, stressed that,
nevertheless, governments should make every effort to ensure that difficulties
cited as constituting obstacles to the liberalization of imports were dealt with
by the removal of those difficulties through internal adjustment, and-if necessary,
by means of measures of adjustment assistance rather than continue te maintain
tariff and non-tariff barriers.
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18. Several experts felt that there was need for developed countries to provide
for anticipatory adjustment assistance which would serve not only to ease
difficulties caused by actual imports but also to facilitate the transfer of
factors of production away from sectors in which less-developed countries expected
to be in a position to expand their exports in the future, particularly the
labour intensive branches of manufacturing. Experts from developed countries,
however, pointed out various difficulties, both political and practical, for
governments in market economy countries, in bringing about structural adjustment
in anticipation of future imports. Given liberalcommercial policies, market
forces could normally be relied upon to ensure the necessary adjustment and the
role of adjustment assistance should not be over-emphasized. The Group agreed
that in administering adjustment assistance, the developed countries should
always give appropriate weight to the needs of less-developed countries to expand
their trade. The expert from Sweden observed that in his country manpower
legislation had been used to bring about the transfer of labour in anticipation
of future changes in the economic structure of the country.

19. Some experts from developing countries referred to point (viii) of the
Ministerial Conclusions on the Action Programme, the provisions included in the
Cotton Textiles Long-Term Arrangement, the general provisions of the General
Agreement, and the commitments accepted by governments under Article XXXVII of
the Agreement. They pointed out that these provisions implied a commitment to
use adjustments where these may be necessary in the context of the need to enlarge
access for exports of less-developed countries. Experts from member States of
the EEC recalled in this connexion the position taken by the Ministers of the EEC
and associated countries with regard to the Action Programme as noted in
paragraph 6 of the Ministerial Conclusions. The representatives of Japan and the
United States also drew attention to the qualifications regarding the position of
their Governments as noted in paragraph 4 of the Conclusions. Experts from less-
developed countries commented that the use of adjustment assistance measures had
to be seen in relation to commercial policy problems generally. They also felt
that the united States, in providing for adjustment assistance measures in the
Trade Expansion Act had been able to lead the way towards major trade liberalization
The inclusion in Article XXXVIII of provisions for joint action relating to
adjustment of national policies would also facilitate the task of individual
countries.

20. In view of these obligations, the minimum that a developed country maintaining
obstacles to imports from less-developed countries should do was to explore every
possibility of making use of adjustment assistance with a view to removing those
obstacles. It was generally agreed that it would be desirable within the context
of the General Agreement to examine the relationship between adjustment assistance
legislation and measures of developed countries and their commercial policies and -
restrictions. Such discussions would cover the nature of the difficulties in
question and the extent to which adjustment assistance would contribute to
solving those difficulties.
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21. It was also suggested by experts from developing countries that appropriate
mechanism should be set up within the framework of the Group for the exchange of
information and for consultations between developed and developing countries on
likely developments on this subject from the latter and for the co-operative
consideration of realistic policies to deal with any problems which might arise.
The point was made by some experts from developed countries that without more
precise information it was difficult to visualize what sort of mechanism and what
sort of information beyond that which was already available from other sources
would be involved.

22. Experts of less-developed countries also felt that the Group should undertake
case studies on the use which could be made of adjustment assistance measures in
dealing with difficulties in particular industries. Some experts from developed
countries felt that to embark on case studies in the specific context of
adjustment assistance, which was expected to be the exception rather than the rule,
seemed of questionable value. Other experts felt that it would be sufficient for
the purposes of this Group, if appropriate arrangements were made for reviewing
and examining new information supplied by governments. ln this connexion
governments of the developed countries should be invited to review their positions
in the light of the information, analysis and conclusions ofthis report, and to
report periodically to the Committee on any new steps taken and progress made in
-this field. The Group stressed that whatever arrangements were made for the
dissemination and analysis of information, governments should not await the
results of any such studies, but should take whatever action might be open to them
in providing adjustment assistance.

23. It was the general view of the Group that adjustment assistance measures
could contribute to the solution of difficulties which might otherwise create
pressures for the erection of new barriers or impede the rapid removal of
existing barriers affecting the trade of developing countries and that, therefore,
the developed countries should, wherever such difficulties were faced, explore
the possibility of resolving them through the use of such measures. The Group
also agreed that greater public awareness of the desirability of accepting
structural adjustments with a view to permitting a higher level of imports from
less-developed countries would be helpful.
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INTERIM REPORT OF THE GROUP ON EXPANSION OF TRADE AMONG
DEVELOPING COUNTRIES

(COM.TD/D/3)
1. The Group was established by the Committee on Trade and Development in
March 1965, and was instructed to examine problems involved in the expansion of
trade among less-developed countries, with particular reference to the rôle of
preferences in this regard, and to perform certain related tasks. The full
terms of reference of' the Group are given in Annex I to this report.

2. The Group held its first meeting in June 1965, and the discussion at that
meeting was summarized in a secretariat note (COM.TD/D/2), which was transmitted
to the Committee and discussed at its meetings in July and December 1965
(COM.TD/10 and 12). The comments made by the Committee on these occasions have
served as further guidance for the Group in the pursuance of the tasks entrusted
to it.

3. The Group had before it certain documents specially prepared for It,
including a background note on past discussions of the subject (COM.TD/DW/2),
and a general review of trade among developing countries (COM.TD/D/W/3), as well
as a pilot study, as referred to in paragraph 3 of the Group's terms of
reference (COM.TD/D/W/1).

Preferences

4. In discussing the rôle of preferences among developing countries in
promoting their mutual trade, the Group had before it two proposals which had
been submitted to the Committee on the Legal and Institutional Framework, and
remitted to the Committee on Trade and Development. The first of the proposals,
submitted by the United Arab Republic, envisaged the establishment of general
preferences among less-developed countries and the other, submitted by the
United States, related to preferential arrangements among countries in the same
geographic or economic region. These proposals provided a starting point for the
Group's .deliberations, and the questions raised on them and answers provided by
the proposing delegations, as well as certain general and specific comments on
their various elements, are summarized in the notes annexed hereto (see Annex Il).
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5. The Group was aware that the value of th exchange of preferences among
less-developed countries in increasing the foreign exchange earnings of these
countries, and in diversifying their economics had been widely recognized in,
past discussions in GATT. There had also been a large. measure of agreement on
the principle involved in the granting of such preferences, even though Views on
the exact form of the preferential arrangements to be adopted had tended to differ.
The discussion in the Group has led it to the unanimous conclusion that the
establishment of preferences among less-developed countries, appropriately
administered and subject to the necessary saffeguards, can make an important con-
tribution to the expansion of trade among less-developed countries and to the
attainment of the objectives of the General Agreement. The general view of the
less-developed countries, as reflected in the discussions in the Group, is that
such preferences should be granted and applied on a non-discriminatory basis and
that less-developed countries should be in a position to exchange preferences
with other less-developed countries in general and not only in the context of
regional schemes of integration. Some delegations held the view that any
preferential agreements proposed should be examined by the CONTRACTING PARTIES
and they felt that it was desirable to ensure that any preferences extended should
provide a reasonable expectation of increased productivity through the enlargement
of markets for the products concerned. Many other delegations pointed out that
the value of preferences in expanding trade among developing countries would also
be affected by other considerations, including those relating to balance-of-payments
difficulties.

6. It was also the general view that the establishment of such preferences
should-most appropriately be the subject of negotiations between developing
countries. In such exchange of reciprocal preferences due account would be taken
of the different stages of economic development of the negotiating partners.

7. The Group further noted that, while the negotiation of any preferential
arrangements among less-developed countries must be the responsibility of the less-
developed countries themselves, adequate provision should be made to ensure that
the Interests of the other contracting parties are not unnecessarily damaged.

8. The Group felt that before attempting to draw up specific legal provisions,
or formulae for the exchange of preferences, it would be helpful to see what
concrete proposals or arrangements might in practice be made or negotiated by
less-developed countries acting within the spirit of Part IV. The representatives
or the less-developed countries stated that they proposed to enter into exploratory
talks at an carly date. The Group recommends that arrangements should be made for
the examination of any such proposals,or arrangements when they are received.
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Other measures

9. While discussion in the Group was concentrated on the proposals on
preferences, a number of other aspects of the problem of trade expansion among
less-developed countries were also taken up. In this regard the Group again was
guided by past discussions in GATT. In particular the Committee on Trade and
Development hadat its meeting in July 1965,referred to a number of measures
other than-preferences and had given attention to the trade and payments aspects
of the problem, particularly:

(a) the dismantling of quantitative restrictions affecting intra-trade;

(b) non-tariff arrangements to overcome payments limitations;

(c) avoidance of tied loans.

lt had also been suggested in the Commîttee that a specific programme of action
aimed at trade expansion among developing countries, limited in scope at the
beginning and capable of being expanded subsequently in keeping with the needs
of the contracting parties concerned, might be drawn up.

10. At the meeting in January-February 1966, the Group took up these points
and heard certain specifie suggestions from the Indian representative. These
suggestions related to a numberof measures aimed at givinggreater flexibility
to less-developed countries in the planning and implementation of their commercial
policies and at directly increasing the imports of less-developed countries from
other less-developed countries on a reciprocal and non-discriminatory basis.
They included the following:

(a) A target rate be adopted for the annual expansion of trade among
less-developed countries.

(b) Less-developed countries should try to identify, from their lists of
products notified as being of export interest to them, those items the
export of which to other less-developed countries appear to be capable of
expansion. The products thus identified should be notified to the
CONTRACTING PARTIES together with any relevant data on trade, production,
production plans, etc. Such notifications should be collated and circulated
for the information of all less-developed contracting parties. Less-
developed countries should then be asked to supply data concerning their
present and future import capacity for these products.
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(c) Less-developed countries should be asked to indicate what special
measures they consider should be taken by importing.countries under
Part IVor by international organizations, for the expansion of this
trade.

(d) In addition to the exchange of tariff preferences, such measures as
the exchange of import quotas might be resorted to by less-developed
countries in order to enable them to obtain imports over and above that
which could beeffected cn the basis of their overall foreign exchange
availabilities.

(e) Where imports were made by governments,or State agencies,. rules might
be evolved to ensueo that maximum possible preference was given to
purchases from sources in less-developed countries.

(f) Guidelines or rules might be adopted to ensure that aid given to less-
developed countries by.developed countries, or by international institutions,
were untied, or at least that a part of the foreign exchange thus made
available was usable for payments for imports from other less-developed
countries.

(g) A fund be set up, within the framework of the appropriate international
financial institution, for-the provision .of lons6 needed to finance mLportsby els-sdeveloped countries from less-developed countries. a-d1eveiL.oedoQtries.
(h) The exchange, on a regular basis, of information about their
development plans and import requirements, so as to maximize imports.

(i) Measures should be taken to prevent the operation of licensing and
similar arrangements, entered into by firms in less-developed countries
with foreign firmsc, from operating in suh a way as adversely to affect

ade among les celopecl countries.

(j)e Measures should b taken to solve any transport, communication, and
marketing difficulties which might be limiting the expansion of trade
among less-develped countries.

(k) Since the Kennedy Round provided an immediate opportunity for
implemoenting these and ther ideas for general expansion of trade among
less-developed countries, maximum advantage should be taken of the
Kennedy Round to expand trade amag less-dcveloped-countries.
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11. The representative of India further urged that maximum possible flexibility
should be provided to the less-developed countries.in .working out arrangements for
expansion of trade among themselves in a non-discriminatory manner. The only
requirement should be for establishing reporting and consultation-pvoceduresafter
the arrangements have been worked out.

12. The points in.paragraphs 10 and 11 were presented by the Indian delegation as
suggestions to facilitate discussion in the Group and not as official proposals by
the Indian Government. In view of the lack of time, the Group did not enter into
any detailed discussion of the merits of, or the technicalities involved in, the
suggested measures. Some members of the Group, however, did take the opportunity
to engage in a preliminary exchange of views on some of the points. Some members
stressed the importance which they attached to such measures as the provision of
untied loans, the earmarking of governmental purchases, and the exchange of import
quotas, which, in their view, would make a significant contribution to the expansion
of trade among developing countries. Some members of the Group pointed out the
difficulties inherert in these points. As regards the exchange of import quotas
among the less-developed countries, it was pointed. out that Article XIV:2 could
also be utilized for expanding trade among the less-developed countries. Some
members of the Group, while agreeing that these suggestions. warranted careful study,
did not feel that the GATT, being an organization having competence primarily in
the field of commercial policy, was an appropriate forum for the discussion of
certain problems which lay in the field of finance and payments. Other members
considered, however, that the GATT, precisely.because of its responsibility in the
field of international .trade, could not disassociate itself from international
financial problems related to trade.

13. The Group draws the attention of the Committee on Trade and Development to the
work being undertaken in other organizations, particularly relating to the problems
of aid, loans and credit facilities. The Group believed that it was important for
contracting parties to keep abreast of developments in these fields in order that
GATT could, where appropriate, collaborate in seeking feasible methods for
expanding the international trade and exchange earnings of developing countries.

14. Members of the Group suggested that it would be useful for the less-developed
countries, in considering ways and means of expanding.trade among themselves,
including the reduction of tariffs and other barriers to trade on a most-favoured-
nation basis, to have available to them statistical data relating to imports an
exports of particular commodities and information on some of the points mentioned by
the Indian representative. This information would also be of particular value in
the immediate context of the Kennedy Round. The Group agreed that such statistical
data would have to be supplied largely by the less-developed countries themselves..
The secretariat was asked to provide appropriate assistance in the collection and
the co-ordination of such material.
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ANNEX I

Terms of Reference of the Group on Expansion
of Trade among Developing Countries¹

To examine the problems involved in the expansion if trade between
less-developed countries, with particular reference to the rôle of
preferences between less-developed countries in promoting such trade,
and taking full account of the work done earlier in the Working Party
on Preferences and its findings;

to examine in this context, any specific proposals submitted by
contracting parties for the establishment of preferences between
less-developed countries;

- to examine the pilot studies on trade flows between less-developed
countries produced by the secretariat and to arrange for the extension
of these studies to additional lists of products;

- to report, with appropriate findings and recommendations, to the
:Committee on Trade and Development at the next meeting of the Committee
and to transmit its findings also to the Working Group on references.

¹See L/2410, paragraph 42.
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ANNEX II

Secretariat Note on the Discussions at the
Second Meeting of the Group

1. The present secretariat note is intended to summarize the discussion at the
second meeting of the Group, held from 31 January-7 February 1966 inclusive. It
does not cover all points already noted in the report of the Group which alone
constitutes its official record.

A. Preferences among developing countries
~~~~~~~~~~~

2. The discussion was opened by a statement of the United Acvrab Republ
representative in which he recalled briefly some of the major problems affecting
trade among less-developed countries, the still very low level of trade among these
countries, and the major provisions of the United Arab Republic proposal relating
to preferences. This proposal (see COM.TD/W/2, Annex II) envisaged the establish-
ment of preferences on selected products by means of agreements negotiated between
Interested developing countries to which other developing countries could also
accede. In selecting the products account would be taken of the negotiating
countries' respective need for industrial protection and for customs revenue,
etc. t was not envisaged to draw up any common list of products for the granting
of such preferences, and the choice of types of products to be covered would be
determined through negotiation, which would also ensure a proper balance of
benefits and obligations among the participating countries. Thepreferential
arrangement would apply not only to tariff rates but also to non-tariftf measures.
One would also expuect that sch preferences should provide benefits for imports
from less-developed ncountries o less favourable than thoseat present accorded
by certain developing countries to imports from certain developed countries. As
regards the question of' safeguarding the interests of third countries, the United.
Arab Republic proposal provided for.the accession of othenr developig countries
to any agreement conclouded, andfrrecourse by, any contracting party considering
its interests impaired to the provisions of XArticle XXVII:5. The United Arab
Republic lproposal aso contained provisions on time-limits for the validity of
the preferences so that they would not be in force longer than was necessary for
the purposes for which they were granted. The representative of the United Arab
oRsepublic cnidered that the envisaged preferences could be implemented within the
framework of Part IV of the General Agreement.

The full text of the statement by the representative of the United Arab
Republ was circulated to the Group in document Spec(66)2.
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3. The representative of the United States recalled briefly the major con-
siderations underlying the United States proposal (CCM.TD/W/2, Annex IA).¹ First,
it was the view of the United States that the establishment of preferences among
less-developed countries should be closely linked ta the co-ordinated development
of production and trade among the participating countries and that co-ordinated
development could most easily be achieved between countries having common interests
and practical facilities for collaboration, which would nornally mean countries in
the same region. Secondly, preferential arrangements might be desirable because
the countries concerned might not always find it possible.to establish free-trade
areas or customs unions; while wishing to make progress nevertheless towards
co-ordinated development in a more limited manner. Such arrangements would enable
them to collaborate in establishing or expanding their industries , through the
creation of a wider market, sheltered from outside competition for.a specified
period of time. For this purpose an exception might be made to the provisions of
Article I of the General Agreement to enable developing countries to enter into
preferential arrangements. The criteria for justifying such a deviation from
Article I should be, first, that the arrangements in question could be expected to
lead to a rise in efficiency and productivity in the industries concerned so as to
enable it eventually to withstand foreign competition, and secondly, that they
would not cause undue damage to the interests of third countries. In his statement
the United States representative also commented on the specific questions raised
at the first meeting of the Group (see COM.TD/D/2, paragraph 29). The points made
by him are noted in the following paragraphs which summarize the discussion of the
various aspects of the general question of preferences.

4. In discussing the general objectives of such arrangements, representatives of
some less-developed countries pointed out that the less-developed countries expected
the preferences to make a contribution to their development more immediate and
substantial than the benefits that they might eventually derive from regional
economic integration arrangements. in present balance-of-payments circumstances,
for example, the establishment of tariff preferences, coupled with other appropriate
measures, might open up new avenues of trade, creating trade that would not
otherwise have been possible owing to the constraints imposed by the scarce foreign
exchange resources of less-developed countries.

5. Some representatives pointed out that preferential arrangements among less-
developed countries must be aimed at making industries more competitive; for
otherwise they would not achieve the final objective of increasing standards of
living, but merely burden the economy with the higher economic and social costs
involved in obtaining imports from higher cost suppliers. The implications of
this element for the balance of payments were particularly important if account
were taken of the capital outlays which would be needed for the ensuing expansion
of industrial production.

¹The full text of the statement was airculated to the Group in
document Spec(66)3.
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6. Representatives from less-developed countries explained that they placed
emphasis on the creation of trade which would otherwise not exist. While, in the
short-term, the preferences might involve a shift towards higher cost suppliers,
it was their hope that, once production for a larger market got under way,
developing countries would become increasingly competitive suppliers of the goods
in question. As regards the effect of preferences on the balance of payments,
representatives of developing countries noted that, there being a scarcity of
exchange resources in convertible currencies, imports at lower nominal prices in
terms of convertible currencies .might well be far more costly to the less-developed
countries than those at higher prices but; payable in non-convertible currencies
which thoy could earn through expanding ther mutual trade. At any rate, even if
a loss was involved this would be outweighed by the direct and indirect benefits
deriving from the development production and trade which would otherwise not have
been there.

7. On the question of regional versus a more generalized system of preferences
among developing countries, representatives of less-developed countries also felt
that preferences embracing a few countries confined to a given region would not
provide them with the flexible instrument which they felt was required for
obtaining the maximum benefit from preferences. Such advantages of regional
co-operation as the greater case for collaboration among countries situated close
to each other, a more intimate knowledge of each others markets, and the generally
lower transport costs were likely to be less significant and fundamental than the
accompanying disadvantages, such as the often found lack of complementarity, on
account of similarity in resource endowments and in the stage and pattern of
industrial development, etc. On balance one would think therefore that inter-
regional trade among developing countries should be just as easy to develop and
expand through the establishment of preferences as would intra-regional trade.

8. The United States representative explained that for the purposes of the
United States proposal, the term "economic region" need not necessarily be taken
strictly in the.geographic sense, but might broadly denote any group of countries
which wore considered capable of co-operating with each other for their integrated
development. Other members of the Group felt that any tying of preferences to
the concept of economic regions would introduce an undesirable limitation, which
was not envisaged in the generalized language used in Part IV of the General
Agreement. Furthermore, many members noted that regional trading arrangements
among developing countries could be covered by the provisions of Article XXIV of
the General Agreement.

9. As regards the mechanism to be used for establishing preferences among
developing countries, the Group generally considered that any preferential arrange-
ments would have to issue from negotiations among developing coun-tries. Members of
the Group explained that such agreements would probably have to be negotiated
between a limited number of interested countries on the basis of reciprocal
concessions and to be broadened thereafter by the accession of other less-developed
countries. Due allowance would have to be made in the negotiations for differences
in the stage of economic development of the negotiating partners. The methods and
procedures evolved in the GATT tariff negotiations in the past might serve as a
guidance for the less-developed countries.
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10. Certain members stated that preferences in their view should be exchanged
mainly on manufactured and semi-manufactured products. One member of the Group
referred to the generally low level of duties on raw materials and to the need to
minimize raw materials cost in industry, and considered it particularly inadvisable
to apply preferences on primary products. Other members of the Group felt that
there was no need to spell out, at this stage, the type of products that could be
covered by such preferences; the advantages or the disadvantages of using
preferences for specific products would have to be weighed and compared in the
course of the negotiations.

11. As regards commercial policy measures to be covered, the representative of the
United States explained that the United States proposal related only to the customs
tariff preferences since, under the General Agreement, this was to be the main
instrument of protection that could be accorded to domestic industries. He agreed,
however, that one could examine the possibility of extending the use of such
preferences to other commercial policy measures, for example in the administration
of quantitative import quotas and restrictions, although this was not covered by
the United States proposal.

12. Reference was made in the discussion to the effect of preferential arrangements
at present in force betweenn certain developed and certain developing countries.
It was suggested by certain members of the Group that the margins of the new
preferences should be at least as large as those granted to imports from the
developed country. As an alternative, some members suggested the preferential
treatment at present in force for imports from the developed country might be
withdrawn.

13. Members of the Group discussed the question of safeguards for the interest
of third countries. Some members of the Group etressed that the preferences should
not be established through an increase in the most-favoured-nation rate, nor should
the existing most-favoured-nation rates be raised for the purpose of providing
larger margins of preference. Particularly in cases where existing rates were
high, there should be some limitation on the permitted preferential margin, so as
to ensure an equitable share of the market for suppliers in third countries. Some
members noted that they did not think preferences should be extended to non-tariff
measures such as quotas precisely because of the greater dangerofadverse effects
in the interests of third countries. .If it should be agreedthat preferences should
cover import quotas, especially careful attention must be given to ensuring that
third countries' fair share of the market was not excessively affected.

14. There was general agreement that, as one of the safeguard measures, adequate
provision would have to be made for consultations with affected contracting
parties. Reference was also made to the provision in the United States
proposal for compensation to be given to third countries in case of injury
resulting from the preferences. Some members of the Group were of the view
that any preferential agreements negotiated should be submitted to the
CONTRACTING PARTIES for prior approval. Other members stressed that sufficient
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flexibility must be left with developing countries in the negotiation of such
agreements, and that there should be no cumbersome procedures which might delay
action. They felt that the provisions of Part IV provided sufficient scope for
the use of such preferences. One delegation-pointed out that, whatever provisions
of the General Agreement were invoked. to cover such schemes, it would be useful
to draw up, at an appropriate time, guidelines or procedural provisions for
adoption by the contracting parties which were to formulate the establishment and
operation of such preferences.

15. Several members of the Group stated that they intended to avail themselves
of the opportunity offered by the Kennedy Round to hold exploratory talks with
other contracting parties on ways and means of expanding trede among less-developed
countries.

16. In the course of formulating its conclusions on thïs subject (see
paragraphs 5-8 of the report), the Group took note of a statement made by
Ambassador Valenzuela (Chile) on behalf of the less-developed countries represented
at the second meeting of the Group. Ambassador Valenzuela stated that the
discussions in the Group had shown a general consensus that preferences among
less-developed countries constituted a useful means for the expansion of their
mutual trade. There appeared also to exist among all members of the Group a
genuine desire to explore the possibilities open to contracting parties for action
in this regard. The less-developed countries were aware of the similarities, as
well as the complementary features, of their economies and were mindful of the
common links in the objectives of their national development programmes. Taking
these into account they were in favour of general, non-discriminatory preferences
among less-developed countries, to be established on the basis of negotiations
in which due account would be taken of the different stages of economic development
of the different countries and of the interest of third countries. The less-
developed countries in GATT would take the first opportunity to enter into
exploratory talks within the spirit of Part IV and in the light of economic
realities, on the most appropriate form and procedures to be adopted in order to
bring about practical and viable preferential schemes among developing countries.
At this stage of the discussion, the less-developed countries would not wish to ask
contracting parties to undertake any commitments, or to bind themselves with regard
to the modusoperandi or any specific formulae to be adopted, on the establishment
of preferences among developing countries.

B. Othermeasures for the expansion of trade among less-developed countries

17. In the course of discussion the representative of India presented a number of
suggestions which might constitute a programme of action for the expansion of trade
among less-developed countries (see paragraps 10 and 11 of the report). The
establishment of such a programme of action had been suggested by the Committee on
Trade and Development at its meeting in July 1965 (COM.TD/10, paragraph 31). Members
of the Group pointed out that, since they had not yet had time to study the issues
involved in these suggestions, they could make only observations of a preliminary
nature. These points made by the representative of India and other members of the
Group are noted below:
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(a) Adoption. of a target rate for the expansion of trade among less-developed
countries: The representative of India noted that in view of the still very low
level of trade among developing countries, it should not be unrealistic to envisage
a target of expansion of between 15-20 per cent per year. Some members of the
Group agreed that the establishment of target rates for the expansion of trade
might be of some value in providing a focusing point for action. They felt,
however, that the actual target to be adopted would have to be examined on the
basis of statistical data on the pattern of export production, etc.

(b) Identification of products particularly worthy of attention in the mutual
trade of less-developed countries: The Indian representative suggested that the
products might be chosen from those already notified as being of export interest
to less-developed countries, but that they need not be confined strictly to this
category. Members of the Group agreed that such an indication should be of value
in this regard. Some members noted in this connexion that the data so far compiled
by the secretariat related in general to broader commodity headings while, to be
really useful for the purpose of exploring possibilities for trade expansion, they
should be fairly specific. It would therefore be in the interest of the less-
developed countries to supply the secretariat with all relevant data relating to
specific export production. Members expressed the hope that the collection of
further material would not in any way delay any immediate action that might be
open to the less-developed countries.

(c) Suggestions on special measures importing countries might take: One member
.suggested that action to be taken by developing countries might relate to the
reduction of high rates of duty, the relaxation of non-tariff barriers, etc.

(d) Exchange of foreign exchange and import quotas. In the course of this
discussion a reference was made to the provisions of Article XIV:2 of the General
Agreement which might conceivably be invoked to cover action in this field. Some
members pointed out that, in view of the scarcity of foreign exchange in developing
countries, these countries should endeavour to make the best possible use of their
exchange resources, and avoid imports from higher cost countries. One member,
representing a developed country, expressed concern that action by developing
countries along these lines, by favouring a return to bilateralism, might lead to
trade diversion. Representatives of developing countries noted that the purpose of
such action would be to create additional trade among developing countries, for
instance trade in certain types of consumer goods which would not have been possible
were it not for the foreign exchange facilities thus made available. Reference was
made during the discussion to the possible exchange of tariff quotas in the context
of the Kennedy Round. Some members thought that tariff quotas applying to imports
from certain contracting parties, but, not those from others, would be contrary to
the existing provisions of the GATT and that no provision had been made for this
measure in the negotiating rules of the Kennedy Round.
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(e) Earmarking of State agencies purchases: Somemembers of the Group supported
the suggestion. Other members of the Group expressed the view that an undue
reliance on government purchasing policies for the purpose in question might easily
lead to an undesirable diversion of trade.

(f) Untied loans: Some members of the Group from developed countries noted that
the provision of an united loan was financiallymore burdensome to the lending
country than plans which did not include the use its convertible currency
resources; insistance on untied loans would thus simply mean that fewer loans could
be granted. They stated that their delegations would be prepared to discuss the
financial assistance measures operated by their governments if it was the wish of
the Group to examine the experiences of aid-giving countries. Some members of the
Group noted that the issues involved related not only to the trade implication of
aid, but also to developmentsin the international financial situation and that the
matter was under discussion in other international institutions more directly
concerned with problems of international payments.

(g) Fund for the. provision of loans needed to finance trade among developing
countries: One member of the Group recalled the operation of the Export and Import
Bank of the United States, and the contribution which it had made to the expansion
of trade in the inter-war and post-war periods. Many members stressed the need
to give adequate attention to the payments aspects of the problems encountered by
developing countries in expanding their trade. Some members referred to the work
being undertaken by other institutions in this field and recalled the view of
contracting parties that the GATT could make a contribution by providing advice on
the trade aspects of international financial arrangements. Other members noted
that the fact that these matters were under examination in other institutions should
not prevent the contracting parties from addressing thomselves to problems so
intimately linked to international trade. Some members suggested that the Indian
suggestion be given serious consideration by governments, and be taken up again in
the Group at an early date.

(h) Exchange of information among developing countries on development plans and
import requirements: Several members of the Group stated that such an exchange
of information should indeed be helpful. One member suggested that countries in
coach region might wish to consult with each other on their development plans with a
view to eliciting the pattern of their production and exports.

(i) Avoidance of harmful effects of industrial licensing arrangements: There was
no discussion on this point.

(j) Measures to overcome difficulties in transport, communications and marketing:
No discussion.
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(k) Making use of the Kennedy Round: Members from a number of developing
countries stated that their governments were anxious to make the greatest
possible use of the opportunities thus afforded.

18. In presenting these specific suggestions, the representative of India stated
that his Government considered it important that the less-developed countries
should enjoy sufficient flexibility in the establishment, operation and adaptation
of any necessary and justifiable measures. For instance, less-developed countries
should be free to take action within the framework of Part IV of the GATT without
having in each case to bring it before the CONTRACTING PARTIES for approval or
formal action. In most cases it should be sufficient if action taken under Part IV
were reported to the CONTRACTINGPARTIES and adequate opportunity were provided. for
consultations to be held where such action was considered to have an adverse effect
on the trade of third countries. The consultations would serve to explore what
needs to be done in order to avoid any such unnecessary damage and what alternative
measures were available for the purpose of expanding trade among less-developed
countries..

20. Members of the Group noted that the preliminary exchange of views on some of
the Indian suggestions had been useful, but that it would not be possible to enter
into a full discussion at the present meeting. Members generally agreed to revert
at a later stage to these points, if possible on the basis of more detailed
suggestions.
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NOTE ON THE MEETING OF THE GROUP ON EXPANSION OF TRADE
AMONG DEVELOPING COUNTRIES HELD

IN SEPTEMBER 1966
(COM.TD/D/4)

1. The third meeting of the Group on Expansion of Trade Among Developing Countries
was held on 12 and 13 September. At. the outset of the meeting, the Group was
informed that its Chairman, Mr. L.F. Collymore, had been transferred front Geneva
to another important assignment in his Government's service and would, therefore,
not be in a position to continue to chair the Group. Appreciation was expressed
of the able and efficient manner in which Mr. Collyrmore had guided the work of
the Group. Mr. B.N. Swarup, of India, was elected Chairman of the Group.

2. The Group addressed itself mainly to the question of possibilities for the
removall of non-tariff barriers in inter-less-dëveloped country trade. The Group
was supplied with a secretariat paper (COM.TD/D/W/5) on import restrictions applied
by developing countries on products notified as being of export interest to
less-developed countries. While expressing appreciation of' the initiative taken
by the secretariat, members of the Group considered that, for the purposes of
further work in this field, it would be useful if information of this kind could
be made available for products of current or potential importance in trade among
the developing countries. It was suggested that the secretariat should consult
with the developing countries and compile a list of such products. Detailed
information relating to the type of import control measures applied on these
products, the reasons for the maintenance of these restrictions as well as such
relevant data on trade and production as might be available should then be
collected and circulated as soon as possible to contracting parties.

3. The Group had an exchange of views on various questions involved in any
general scheme for the removal of quantitative restrictions for the expansion of
trade among less-developed countries. Reference vas trade in the discussion to
existing arrangements among developing countries providing for mutual trade
liberalization and the post-war experience in European trade liberalization.
One developing country suggested that such liberalization could best be carried
out at least initially within the framework of regional arrangements.
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4. It was agreed that, instead of trying at this stage to draw up specific
schemes or formulae for trade liberalization among less-developed countries, it
would be useful to see what concrete proposals or arrangements could be formulated
through discussions among the less-developed countries themselves. It was
suggested that such exploratory discussions among the less-developed countries
could conveniently be carried out in the first instance in the informal group
of less-developed countries in GATT. The informal group could give attention to
the following points.

(a) the grounds on which restrictions on different products are maintained
by individual developing countries and the problems in removing these
restrictions;

(b) the scope for multilateral action by developing countries to remove or
reduce quota and non-tariff restrictions affecting their mutual trade;

(c) the form such multilateral action can take, and any supporting measures
that may be adopted, and thé procedures that may be followed;

(d) Any other relevant points (for example, concerning the safeguards of the
interests of other contracting parties), and the further examination
of such arrangements.

5. The Group considered that the other outstanding points -which hadbeen put
forward for consideration at the last meeting of the Group on Trade Expansion
(set out on pages 3-5 of COM.TD/D/5) might also be taken up by the informal group.

6. It was further agreed that the Chairman of the Group on Expansion of Trade
Among Developing Countries, in consultation with interested delegations, would
convene its next meeting In the light of the progress made in the discussions
in the informal group and. other relevant circumstances.
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NOTE ON THE FIRST MEETING OF THE GROUP ON INTERNATIONAL
COMMODITY PROBLEM

(COM.TD/C/2)

1. The Group held its first meeting from 24 to 26 November, to discuss its
programme of work and developments in international trade in cocoa, cotton and
tropical timber in respect cf which notes and certain proposals for action had
been placed before the Group by experts from a number of African countries.
The Group also had before it a note drawn up by the secretariat (COM.TD/C/W/4),
intended to provide further data in relation to these commodities.

2. The major points made in the discussion in relation to these three
commodities, as well as the points of a more general nature relating to the
work programme and procedures, are summarized below under the respective
headings.

COCOA

3, The Group had before it document COM.TD/C/W/1, the note drawn up by
experts from a number of African countries, dated 14 October 1965; the
secretariat note, as well as two UNCTAD documents (TD/COCOA 1/WP.1/R.18, and
TAD/63) - the report and a press release respectively - on the meeting of
Working Party 1 (Prices and Quotas) of the United Nations Cocoa Conference,
held in Geneva from 18-22 October 1965. The Group noted that its terms of
reference provided that, in dealing with the problems before it, it should take
full account of the work carried out in other organizations.

4. At the outset of discussions, the Group took note of a statement by the
observer from UNCTAD - made at the request of the Group - regarding work
recently undertaken, or in progress, in connexion with the meetings of the
United Nations Cocoa Conference. In his statement the representative of UNCTAD
outlined briefly the scope of the work undertaken by his organization in the
commodity sector. As regards cocoa, he drew the attention of the Group to the
sections of the report of the recent meeting of Working Party 1, relating to
short and long-term measures for overcoming problems in the international
cocoa market (pages 4 and 7 respectively of document TD/COCOA WP.1/R.18). He
-also informed the Group theone next meeting of the Working Party would be
held from 10-'21 January in New York, to discuss the bases for a new international
cocoa agreement, and also to consider the resumption of a negotiating conference
for a long-term agreement on cocoa. The Group expressed appreciation of the
statement.
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5. Bearing in mind that Working Party 1 of the United Nations Cocoa Conference
would meet shortly, the Group did not enter into a detailed discussion of these as-
pects of the problem expected to be taken up by theUNCTAD Working Party, but concen-
trated its discussion on thequestion of the removal or reduction of customs duties,
internal fiscal charges and other barriers affecting international trade in cocoa
and cocoa products, a matter which is under consideration in the GATT.

6. A number of representatives emphasized the importance they attached to the
urgent removal of trade barriers and. particularly of high fiscal charges and
restraints on consumption, stressing the effect that these have in limiting con-
sumption, and thus on trade. Other members of the Group pointed out that the effect
of such charges on consumption would depend largely on the general system of
taxation applied by the importing country, or countries, a matter which would have
to be taken into account in any consideration of this matter.

7. Taking account of the specific concerns and responsibilities which the
CONTRACTING PARTIES have in relation to the removal of barriers to trade, both in
the context of the Kennedy Round, and by virtue of the provisions of the General
Agreement, the Group considered that, notwithstanding the forthcoming discussions
on cocoa in UNCTAD, the CONTRACTING PARTIES should consider how,as a matter of
urgency, they can discharge their responsibilities in this field. It was pointed
out by some delegations that action on these barriers should not wait until the
Kennedy Round negotiations, or negotiations for a long-term cocoa agreement, were
completed.

8. Several delegations referred to the responsibilities entrusted to the Special
Group on Trade in Tropical Products in the framework of the Kennedy Round
negotiations. In this connexion it was recalled that the Special Group on Trade
in Tropical Products had been charged with the responsibility of working for the
creation of acceptable conditions of access for tropical products in the course
of the Kennedy Round, and that it had been agreed that the Group should review
the situation in respect of offers on tariffs and other barriers on tropical
products, in the course of which developed countries participating in the Kennedy
Round negotiations would furnish explanations zn the contents and scope of their
offers.

9. The Group agreed that the attention of the Special Group should be invited to
the need for urgent review of the situation in respect of fiscal barriers affecting
trade in cocoa with a view to exploring possibilities for speedy progress in this
field. The Group further agreed that the concerned voiced at the present meeting
should be brought to the attention of the Special Group and recommended that a
meeting of the Special Group be convened at an early date.
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COTON

10.l In opening, the discussion, the representative of Chad introduced document'
COM.TD/CG/W/2, the note submitted by experts from African countries. He highlighted
the importance which cotton had for the economies of many less-devel.oped countries
and their dependence on this commodity as a source of foreign exchange earnings.
As regards Chad, exports of cotton accounted for 80 per cent of its tatol export
earnings. While his country was trying to diversify produetion and exports it
had to be remembered that these efforts defended to a large extent on Chad's
ability to increase its income from its major export ccmmodity - cotton. This
required., however, that Chad, as well as other cotton producers, would obtain for,
thelr cotton remunerative prices on world markets.. Taking account of difficulties
experienced by countries like Chad - notably- unfravoura.ble conditions of production,
remoteness.from ports, etc. - the cotton prices prevailing in export markets did
not provide enough of a margin to finance the necessaary improvements to the cotton
industry, not to mention the development or diversification af export industries
generally.

11. Referring to the deterioration of cotton Prices on world. markets in recent
.years, the representative-of Chad expressed concern about the possible impact of
the provisions on cotton contained in the new farm legislation recently adcpted by
the United States. He stated that in the view of the experts from African countries,
a solution to the problem,affecting trade in cotton requires the drawing up of a
broad international agroement, along the lines set out on pages-'. and 12 of
document COM.TD/C/w/2, envisaging the oranization of the cotton market, harmnoniza-
tion of production of natural and synthetic fibres, thssettlirg of problems arising
from. the accumulation of stocks, and measures for promoting the consumption of
cotton.

12, Commenting on recent changes in United States farm legisiation, the repre-
sentative of the United States indicated that this legislation covered a four-yea
period (1966.-70), but that a solution to this problem would take a longer period
of time. He noted that the United .States was the only country attempting to
restrict production. Despite the United States effortsto restrict production. with
the previous higher price support levels*. the stocks of cotzononed by the
Commodity Credit Corporation had continued to increase. He indicated thatthe mort,
important objective of the new legislation was intended to improve the competitive
position of cotton vis-à-vis man-made fibres. He explained that analyses carried.
out by the United States had shown that competition between these fibrer was by
far the greatest problem facing the cotton industry, not only in the Unitcd States
but also in other countries. Another important objective of the new .farm legis-
lation was to bring about a gradual decrease of stockS owned by the CCC, and at thee
same time, to inoreaso the rô1e of private trade .and to minimize that of the
Government. He explained that the United States had been reducing its price support
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of cotton over a number of years. Support prices in 1965 amounted to 29 cents
per lb. for "one-inch middling", which serves as a standard in relation to market
prices for other qualities of cotton. Under the new legislation, price supports
to producers for cotton would be 21 cents per lb. for one-inch middling in
1966-67 and 90 per cent of the world market price thereafter. He explained that,
in order to qualify for such support, farmers who produce more than ton acres or
3,600 lbs. of cotton would have to reduce the acreage under cotton cultivation by
at least l2 per cent from the base level. Further incentives were being.given
for additional reductions in the acreage devoted to cotton cultivation. Cotton
stocks acquired by the Ccmmodity Credit Corporation under this new legislation
will not be offered for resale at less than 110 per cent of the loan rate, in
other words, in 1966-67 one-inch middling - under price support loan.at..21 cents
per lb. - was to be offered for sale at not less than 23.1 cents per lb. He
recalled that under the previous system, which provided for sales by the Commodity
Credit Corporation at 105 per cent of the loan rate (amounting to 29 cents per lb.
in 1965) a subsidy of 5 3/4 ce ts per lb. was given for sales to domestic mills
or for export. Taking account of the subsidy payment, it might be expected that
the new legislation would result, in 1966-67, in offering for resale the one-inch
middling acquired under price supports at not less than 25.2 to 23-3 cents per lb.,
about the same as that in 1965.

He explained that the new legislation did not give the Secretary of Agriculture
any authority in regard to export pricing of cotton that he has not had for many
years. The new legislation is a continuation of the United States policy in effect
for several years of reducing the price supports and is intended to reduce United
States stocks. In past United States consultations on residual import restrictions,
other cotton-producing countries have indicated that the large stocks built up
under the previous higher price supports had an important influence on world
prices and United States retention of import, quotas. He assured theGroup that
the United States' objectives in regard to prices for cotton are the same as those
of other cotton-producing countries, namely, that prices be at the maximum level
commensurate with an adequate volume of sales.

13. Without going into detail regarding the information set out in document
COM.,TD/C/W/2, which was before the Group, one representative pointed out that
certain aspects such as information on the actions of other countries on prices,
efficiency of some of the countries listed as reflected in yields and productivity,
the direction of trade by certain governments, re-exports of cotton by State-
trading countries, which have an influence. on prices and world trade in cotton,
were not covered. Other aspects which would require fuller coverage or analyses
were the influence of substitution of man-made fibres for cotton and the influence
of the level of imports of cotton by certain areas - particularly Europe - on the
exports of certain countries.
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14. Referring to the problems arising for cotton exporting countries from substi-
tution of cotton by man-made fibres, one delegation drew the attention of the Group
to the work relating to substitution problems currently in progress in UNCTAD, and
suggested that the Group should keep in close contact with that work.

15. Commenting on the points made in document COM.TD/C/W/2 regarding the need or
possibility of an international cotton agreement, several members of the Group
pointed out that this matter was also under consideration in the International
Cotton Advisory Committee (ICAC). They felt that it might be desirable to continue
discussions relative to this aspect in that body. The Group agreed that it would
be desirable to bring the points made during the present discussion to the attention
of the ICAC. It was also pointed out that some less-developed countries exporting
raw cotton were not represented in the ICAC, and that more information in regard
to the discussions in ICAC and the activities of that body, as well as of other
international organizations, would be helpful. The Group agreed that it would be
useful to have a summary.of the work of other international bodies relating to the
work and discussions pertaining to the problems experienced in international trade
in cotton. The secretariat was requested to prepare a paper summarizing such
information, as well as other additional information on the international trade
in cotton so that the Working Group might consider what specific aspects of the
problems put before it-in COM.TD/C/W/2 might be considered further.

TROPICAL TIMBER

16. The Group had before it document COM.TD/C//3, the note prepared by experts
from African countries, together with the secretariat note referred to earlier.
The Group took note of the information contained in these notes but felt that for
a thorough examination of any problems which might exist in this sector additional
'data would be required.

17. Commenting on the conclusions contained in the notes submitted by experts
from African countries, one delegation pointed out that it would be important to
focus attention not only on the short-term situation but to examine also the
longer-term prospects and problems in the timber trade. In addition to problems
on the production side, mentioned also in the note prepared by the experts, certain
other problems relating to transport costs and to disparitiesin prices offered to
supplying countries, etc. might also need examination,

18. Attention was drawn to the differentials in tariff rates applicable to wood
at various stages of processing. Reference was made in this connexion to the duty
suspension accorded by some countries on a temporary basis for tropical timber,
following the adoption of the 1963 Ministerial Conclusions. The hope was expressed
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by some delegations that, pending consolidation in the Kennedy Round, the duty
suspensions would continue in force. In reply to a question,the representative of
the Commission of the European Economic Comnmunity stated that the extension of the
duty suspension, originally scheduled for a two-year period, ending 31 December
1965, was presently under study in the Community. He stated that he saw no reason
to believe that the policy hitherto followed in respect of tropical timber would
be modified.

19. The secretariat was requested to provide the Group, in collaboration-with
governents and international agencies concerned, with further and more compre-
hensive data relating to international trade in tropical timber, so as to enable
the Group to identify the specific trading problems with which it should deal,
having regard to the work already bein, carried out elsewhere, for instance by the
FAO.

GENERAL

20. It was suggested that it might be useful to organize the Group!.s programme of
work so as to allow it to deal with the problems under three broad heading,.namely
(a) international trade in agricultural commodities - including tropical products
(b) international trade in mineral products and (o) questions relating to substi-
tution. The Group noted that while this might represent one way of grouping
commodity problems in regard to international trade, it might be practical for the
Group to consider the problems and specific-problern in respect of each commodity
as these are presented for consideration.

21. Referring to the terms of reference of the Group which state that the Group
should base its work on specific proposals, one delegation pointed out that, if the
Group is tied in ovey case only to the discussion of specific proposals submitted
to it, it might not be able to carry out a complete examination of the problem
affecting commodities, and the secretariat might not find it possible to deal with
all relevant aspects of the situation affecting particular commodities which might
need to be taken into consideration. It was pointed out that the Group had been
given its present terms of reference by the Committee on Trade and Developmentand
Interested delegations wishing. to amend the Group's terms of reference could raise
this point in the Committee.

22. It was also suggested in the course of the discussion that meetings of
producer countries might be helpful in connexion with such matters as standardization,
harmonization or control of production and exports, and other appropriate measures
for improving marketing prospects for various products. It was pointed out that
discussions in such meetings might facilitate more comprehensive discussions on
commodity problems.
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REPOiR. ON THE MEETING OF THE AD HOC GROUP
FOR THE EXAMINIATION OF PRDUTS OFEXPORTINTEREST

TO S-DEVELOPEDCOUNTRIES ' 'E'
(COM.TD/A/2)

1.. At its meeting in. March 1965, the Committee onmTrade. and Developoent
establIched an Ad Hoc Group with the following terms of reference: .

- ."to examine those products in which less-developed countries have indicated
an interest în the context of Part IV of the General Agreement;

uto submit tT the Comnittee on frade and Dinelopment its findnmgs and
recommendations with a view to providing guidance to contracting parties as
to ther work under Part IV of.the General Agreement in respect of products
of particular export Interest to less-developed countries. Any list so
establishedwould not be exhaustive and could be sumpplemented from tie to
time."

2. Ibe membership of the Group is as follows:

Chairmar: Mr. L. RYDFORS (Sweden)

Argetlna India Netherlands
Austria Indonesia Nigeria
Belgium. Israel Pakistan
razæl Italy Peru.

Cameroon oa Ivory CO- Sweden
Canada Jamaica United Arab Republie
Ceylon Japan i Urited Kîrgdom.
Federal Republic Kenya - United States

of Germany Luxemburg. Yugoslavia
Greece

lhe ComnissioL ofnthicEurmmuin Eco omia Conxi±ty also participates in the work
of the Group.
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3. During its two meetings., the Group examined data furnished by the secretariat
in document COM.TD/W/L/Rev.1² with Its addenda 1, 2 and 3 and COM.TD/A/AI/2,
respeUvely in regard to the thirty-eight commodity groups³for which less-
developed countries had notified an export interest. In the course of this
examination the Group took note of amendments, corrections and additional infor-
mationmade available by delegations, and endeavoured to identify additional
information which would serve to provide a fuller picture of trade flowsand
import treatment for those items, and of other relevant factors, with reference
in particular to the export interest of less-developed countries.

4. The Group felt that, although both the data compiled by the secretariat, and
the information supplied by delegations in the course of the meetings were very
useful, it would, nevertheless, seem desirable to have supplementary information
on certain points. The type of additional information which contracting parties
have been asked to supply, in accordance with the different headings agreed upon
by the Group under the schema for the presentation of data, is set out in
GATT/AIR/455. Information thus received, as well as the information made avail-
able during the meeting and the factual points brought out in the discussion, will
be taken up in a revision of document COM.TD/W/1/Rev.1, being prepared by the
secretariat in accordance with the schema agreed upon by the Group². The schema
may be seen in the Annex to this report.

5. In establishing the schema, the Group took note both of the desire of some
delegations for information in regard to the percentage share of less-developed
countries in present trade in particular items, and of the views expressed by
some less-developed countries that an indication of the existing share in trade,
particularly where it rested on statistics pertaining to a single year, might not

give an adequate indication of the importance of particular items to less-
developed countries, especially in the sectors of semi-processed and processed
goods which provided the main potential for future development. The Group also
noted that the validity of a particular export figure might be affected by such
special factors as steep fluctuations in the level of agricultural production, or

a decline in prices affecting the export earnings of primary producers. The
provision in this schema for information in respect of import trends and
possibilities and prospects for promoting imports into developed countries
the products concerned was made at thesuggestion of the less-developed countries.

¹The Group met once more, on 1 July 1965, to adopt the present report. At
that meeting the Group also agreed that it would also transmit to the Committee,
for information, document (COM.TD/A/W/3), it being understood however, that the
data in that document are still subject to correction, amendment and completion.

²This information has since been circulated in document COM.TD/A/W/3 whîch
supersedes document COM.TD/W/l/Rev. 1and Add.2.

³Originally 79 items in terms of the BTN; as a result of additional indica-
tions given during the meeting of the Ad Hoc Group, regarding the products of
interest to less-developed countries, the data in the revised document
COM.TD/A/W/3now relate to 81 items in terms of the BTN.
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6. In whe discussion regarding obstacles to trade affecting the products listed
in document COM.TD/W/1/Rev/1¹, it was pointed out by a representative of a less-
developed country that tariff duties and other import restrictions generally
increased sharply with the degree of processing of the products concerned. He
stated that this general policy, together with the highly protective measures
adopted by developed countries in favour of the agricultural sector of their
economies, affected the possibilities of a rapid expansion of exports by less-
developed countries and should, therefore, be the object of prompt action by
contracting parties concerned in accordance with the provisions of Part IV. The
Group noted that the schema made provision for information on tariff differentials
related to the degree of processing to which particular products had been subjected.

7. As regards the presentation of data showing the percentage share of less-
developed countries in, trade in these items, reference was made to the absence of
an agreed definition of the term "Iess-developed country". Members of the Group
felt thatdesirable as it might be to define this term more clearly, it would not
be within the terms of reference of the Group to attempt such a definition. It
was suggested by some members that the Group might wish to recommend that the
Committee on Trade and Development discuss this matter.

8. In relation to the data to be provided by the secretariat, it was suggested
that statistical information should be presented in a way which would not prejudice.
the claim of individual countries to be treated as less-developed countries, and,
on the other hand, would not commit other members of the Group to accept the claim
of individual countries to be less-developed.

9. The Group agreed that the data furnished bir the secretariat should also
incorporate information on the share of manufactures and non-manufactures in
total exports of each country.²

Interpretation of terms of reference

10. The Group also discussed, at some length, the interpretation of its mandate.
In view of some divergence of views regarding the interpretation of the terms of
reference, the Group decided to request from the Committee on Trade and Development
appropriate guidance in the matter.

11. In particular, differences of interpretation centred around:

- the status of the product list examined by the Group in relation to the
obligations of developed countries under Part IV of the General Agreement, and

- the admissibility of the Group considering action taken,or proposed to be
taken, by developed countries in terms of their obligations under Part IV.

¹This information has since been circulated in document COM.TD/A/W/3
which supersedes document COM.TD/W/A/Rev.l and Add.2.

²Cf. COM.TD/A/W/3/Add.l.
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12. As regards the status of the product list, less-developed countries stressed
that the products appearing in the list should be regarded as being of export
interest to less-developed countries, and be dealt with accordingly in the context
of Part IV of the General Agreement. Further, the obligations of Part IV should
apply both ta these items and to ail other products in which less-developed
countries had an interest.

13. Representatives of less-developed countries underlined that, as many products
to which they attached considerable importance were not covered by the present
list, the discussion of items in that list should not be construed to mean that
the interest of less-developed countries in the context of Part IV of the General
Agreement was limited to those items.

14. Other representatives - mainly representatives of developed countries -
considered that it would be beyond the termsof reference of the Group to define
a list of products to which the obligations of Part IV applied, or to indicate
how such obligations should be fulfilled in respect to any list of products. They
felt that any examination carried out by the Group could only be indicative in

*character and would not go beyond providing information regarding the present or
potential interest of less-developed countries in trade in certain items, and
such other relevant considerations as the developed countries could usefully
take into account in determining how they should interpret theïr obligations under
Part IV. In particular, any list examined by the Group could not in itself have
juridical implications for the purpose of Part IV.

15. Representatives of less-developed countries felt that under its terms of
reference the Group was competent to take into consideration action by developed
countries in conformity with their Part IV obligations and also to ask developed
countries to notify what action they proposed to take in respect of these items.
They suggested that developed countries might already be in a position to give a
preliminary indication of such action, but that, in any event, the Group should
meet again¹ prior to the next meeting of the Committee to examine the reports
submitted by developed countries in response to the invitation circulated in
GATT/A/R/452.

16. Representatives of developed countries were, however, of the view that
consideration oa action taken by them in conformity with their Part IV obligations
fell outside the terms of reference of the Group.

Recommendations of the Group

17. On the basis of its discussion and without prejudice to the points of inter-
pretatîon stated at paragraphs 10-16 above, the Group recommended that:

(i) governments should take full account of the information contained in
the documentation prepared for the Group, and, in particular, should
draw it to the attention of those concerned in theîr administrations
with action, and decisions, affecting the import treatment of the listed
items, and with the implementation of Part IV;

¹Ser footnote 1 on page 106
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(ii) without prejudice to the lists the developing countries have
submitted in accordance with procedures adopted by the Trade
Negotiations Committee - the work carried out by the Group in
relation to the present list of products should be borne in
mind in relation to any trade negotiations under the auspices
of the GATT and, in particular, in relation to the Kennedy Round;

(iii) developed and developing countries should keep under review the
Information they have provided for incorporation in the list of
products examined by the Group, and should be prepared, as
appropriate, to propose amendments or provide such additional
information from time to time as may be relevant;

(iv) the list examined by the Group could be used as a reference document
to which additional items may be added, it being understood that the
inclusion or exclusion of any item in the list carried no juridical
implications for the purpose of Part IV of the General Agreement.

18. The Group further agreed that:

(i) the secretariat should take account of the information elicited
during the examination of the items in revising the list in the
form of the schema annexed¹;

(ii) the information in the list should be kept up to date, and any
additional information should be incorporated as it becomes
available;

(iii) at a later stage, similar information should be gathered concerning
other products that less-developed countries have notified, or will
in future notify, as being of interest to them.

See COM.TD/A/W/3 - in particular footnote 'D', shown in respect of a number
of the commodity notes in that document.



ANNEX

LIST OF PRODUCT NOTIFIED AS OF INTEREST TO
LESS-DEVELOPED COUNTRIES

Proforma Sheet for Bach Item

Statistical and
other information

1. Precise BTN and STTC numbers,
and description of item or part of
item.

2. Name of countries notifying
the item or part of the item.

3. Export trade:

(i) total

Annotation
exampli causa)

1. Statistics do not relate exactly to
this item. Figures generally relate to
BTN/SITC No..... (description) except in
the case of countries« ...............

2.

3.

(i.) less developed countries account
for. per cent of world exports.

(i ) of less-developed
countries - value, share of
world exports and share of
national export (by country)

(iii) of other countries -
value, and share of world
exports (by country).

4. Production:

(1) total

(ii) any additional information
supplied by individualexporting --
on existing or potential trade

(iii) countries for which relevant
statistical information is not available

(iv) any information relating to price
changes and other factors affecting the
level of export earnings.

4.

(j) notification by less-developed
countries ............of plans
for development of or rapid increase
in production.

(ii) of less-developed
countries - value or volume,
share of world production

(iii) of other countries -

value or volume, and share of
world production.

¹Wîth regard to points listed in this proforna sheet, information will be
furnished to the extent available.
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Statistical and
other information

5. Consumption:

6. Imports into developed
countries:

(a) total

Annotation
(exampli causa)

5.

6.

(i) any information regarding trends
in imports, share of imports in total
consumption etc., and any other infor-
mation supplied by Industrialized
countries or international organizations

(b) from less-developed
countries

7. Trade barriers:

(i) In developed countries -
quantitative restrictions,
tariff, etc.

(ii) percentage share of each developed
country in (a) and (b).

7.

(i) any information provided by
developed countries on intended changes
in trade barriers

(îi) in less-developed
countries - any . information
submitted.

(ii) differentials in tariffs and other
import measures in particular countries
related to the processing of products

(iii) any other relevant information
submitted by developed countries in
regard to policies and prospects for
prompting imports from less-developed
countries.

8. Other notes. 8.

(i) international agreement in force or
under consideration.
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REPORT OF THE AD HOC GROUP ON LEGAL AMENDMENTS TO THE
GENERAL AGREEMENT

(COM.TD/F/4)

1. At the twenty-second session, the CONTRACTING PARTIES endorsed the
decision of the Committee on Trade and Development to establish an Ad Hoc Group
on Legal Amendments to the General Agreément with the following terms of
reference:

basing themselves on proposals submitted by contracting parties, and taking
account of discussion .in the Committee on the Legal and Institutional
Framework of the GATT, the Council of Representatives and the CONTRACTING
PARTIES, as well as the Committee on Trade and Development,

to examine what amendments to Articles XvIII and XXIII of the proposals
for use of surcharges to meet balance-of-payments difficulties -
consequential amendments in other Articles of the Agreement, are necessary,
or desirable, to meet the special trade and development needs of less-
developed contracting parties, taking into account the secretariat note
in document COM.TD/5, and

to report its findings, together wlth any recommendations or the amendment nt
of these Articles, as appropriate to thme Comittee not later than
October 1965.

2. The Grommendeup côd its work onb the asis of certain proposals and
suggestions which had been submittedobyrncvezrments and referred to the
ttee on Tradelrade and Demeloprent by the COTNTRACING PAR.TIES These consisted
of (a) a proposal by Brazil and Uruguay relatoing t,amendoment f ArtXXXIII;icle ;
(b) proposed provisions on the use of surcharges dfby lesseveloped countries to
safeguard their ofbalamence paynts, which had been studied by the former
eoodttee n Legal and Iinstlitutîna.Framework (see L/2195/Rev1l; (c) a
proposal by thne India delegation regcarding ompensatïon for less-developed
esiCOunt±rdtrae losses resnultirg rom the applicatoion ef uantitative
restrictions inconsistent wtith he GATT; and (d) a suggestion for the
sIplification and streamlininfg oathe text of Article XVIII, which had been
originally submitted to the Committee on Legal and Institutional Framework.
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3. At an carly stage of the Group's work, it recognized that the question of
amending Article XXIII, and the question of surcharges appeared to involve more
complexities than had been apparent, and agreed that its subsequent discussions
would have to be concentrated on these two questions. As a result, the Group
has been obliged to lay aside, for the time being the proposals
referred to in (c) and (d) above, which it proposes to take up at a later stage.

4. In the courseof 1965 and carly in 1966, the Group hold three meetings.
For the earlier part of the discussion which helped to clarity a numberof issues
and to identify the direction in which pursuit would br the most fruitful, the
Group wishes to refer to the secretariat notes on the discussions at its first
two meetings, COM.ID/F/2 and COM.ID/F/3.The presentreport summarilze in the
paragraphs below the main points made in its diîsussions on the proposal by the
Uruguayan and Brazilian delegations for amending Article XXIII.

Article XXIII procedures

5.The5 . TheBrazilian/Uruguayanproposalonamendmentsof AritcleXXIII was discussed i sa 3 . od3 ,t±QQ- l«&XIrz, aed.
legations up's their proposal The two '1eti2ns s that thb±r pr',pOsal
was not i tended ta tafaper witby he GPCTT tradition. of' solving difierences y
mlineliation.duresWnat was intended was to straeline the pracecres provided for
under AArticle XXIII senableas to sped up action under that,S.icle and to ernble
countriies to know exactly wherc hings stood at any stage înthe proceedings.
They stated that thcr proposal was also intendcdto take account of,and to go
some way towards reddrcsing, the unequal bargaining position of less-^celoped
ceountgriArticleXXIII.XIZes vis-à-vïs developed co=i.ztrien predinsuLndile )OILI. in
ns expressed theriîlirÎ/Urriuayan prposal, a c1elcat^;rns axpressafdYthair
sympathy withmentsgeneral objectives, but some stated that their governre>nt
were unable to accept certain featues of the proposale

6. In the lig;t of that discussion, the two dc;lc.g, cis =r,:ittd a ncw propDsai
for the z.doptton. of a deCisiXon on the -2mplomcntat±or. cf thc existing provisions
of Irticle XXIII and tiis scrvcd as - basis zf discussion at the Group's second
and third meetings. 2,e sponsors explained that they had set out the essence cf
their original proposal in the fol'n. a; a decïsien tec meet some cof the dilYffculties
which had ben painted out, in the hope that it would bo more acceptable in that
fors21

7. During the discussion oà the draft, soane members of the Group indicated that
the concepts of (a) iin.±nc4al compensation, (b) automatic roicase of GAT?
obligations of a less-develop.d count-ry suffering damage frm measures taken by
developed countries înconsi-stent:ly with thse provisions of the Gencral
Agreement, and (c) collective action (paraZraphs 7, il and 12 of the orial
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proposal (COM.TD/F/3)) were unacceptable to them; in their view they were
proposals of a nature which could not be handled as a technical matter in the
manner proposed. with regard to the other paragraphs in the proposed text, these
members felt that these provisions were an important step forward in meeting the
desire of the less-developed countries for a clear-cut procedure to be employed
in the invocation of Article XII; that these procedures would contribute to
the speeding up ofthe handling of complaints brought by less-developed countries
concerning nullification and impairment; and that the provision for an initial.
recourse to the good offices of if the Direc- orCGeneral for the sorting out of
issues andrfo the exploration of possible solutions would be a moust seful
innovation. These members, therefore hoped that in vioew f the improvements
contained in the paragraphs on which agreement had been reached in the Group
themmitteeonCotittae cri TrdeeardDev.elopmrnnt woold be able t.c recommend a
ining on contaihi:nè these paragrNThAs to the CIOIJRCTING PARTES for adoption.

8. Mmers of the Group 'fom eElessnN-devefelt couriesdecision eit that a sion
contaLinig onLy the agreed paragraphs ain-d omitting paragraphe 7, Il and 12 would
be inadequate and could not rSeally deai with the basic difficulties which less-
developed countries faced when raking use of the provisions of Article IIl.
Most of the members representing les-developed countries said that they would
nevertheless support the adoption cf tIiese paragraphs, and that they did so iri
the hope that the developed acuntries would come forward with solutions for the
dl.fficuties which the less-developed countries had attempted to resole by m.eans
cf the provisions In paragraplis 7, 11 =d 12 of the proposed deoisLon, Cme of the
sponsors cf the proposal stated that since this had been submitted asa sIr4le
documaent in ihien ali parts Dsre fi-terrelated he had ne authority to support a
xevised text i-n which certain important passages were omitted; he was therefore
eblied to reserve his position. The points made in the discussion on the three
paragraph n uesto a sect rut in paragraphe 11i16 below.

9. It was acted by he Grocup that in the consultations to be carried out by
the Director eia:,%l under paragraph 3 of the draft decision, the Director-General
would, in aciiitîon to the entities r.etoned in that paragraph, be free to censuit
such panel cf experts as ne considered wouid assist hîm in studying the facts and,
n, findigo solutions.

10. With respect to paragraph 6 of the draft decision, as it now stands, the
Group considered té'at the COMNR4UTI;G PAFUEM may provide more particular termes
of reference for any such panel in order to assist then tc assess the relative
impact of the measures complained of oi the economies of the contracting parties
concerned and eO consider the adequacy of any measures which those contracting
parties wcuid be prepared to take te remedy the situation. In establishing suoh
particular terrns of reference the COM'RACTLNG PARTIE or the Council should bear
ïn mind the desirability of having such panels appraise, in particular, the follow.
elements:
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(a) the damage incurred through thae incidence of the measures complained of
upon the export earnings and economiceffort of the less-developed
contracting party;

(b) the compernsatory or remedial measures which the contracting party whose
measures are complained of would be prepared to take to make good the
damage inflicted by their application;

(c) the effects of such measures as the injured contracting party would be
prepared to take in. relations to the contracting party whose measures
have nullified or impaired the benefits deriving from the General
Agreement which the former contractor party is entitled to expect.

The question of financial compensation
11. The provision in paragraph 7 of the draft decision was opposed by a number of
Members of the Group. The reasons advanced against the inclusion of the paragraph
included: that the adoption of such a provision was tantamount to the introduction
cf an entirely new concept into GATT and the imposition of a new obligations not
existing in the present Agreement; that it would be impossible to evaluate the
loss incurred by a contracting party in its export opportunities in money terms or
to work out an appropriate level of financial compensation in each case; that
although a county might be affluent and capable of. king Cash payments, any
requirement on it to assume such an obligation would seem to require more authority
than a mare finding by a panel of experts; that even if the assessment question
could be solved, the problem of enforcing the payment ofsuch an assessment would
remain; that it was inconceivable that national legisatures s would be lling llng to
vote burtdgety provisions for this purpose; that it was unreasonable to expeact tht

reigncountrywould agree to be fined forits action:that itwas difficult-ir t w's d ci.«.Ult
to see how a f__ "mutually smposed on Otualma"andsl.y satisfactory,î7« and that the
mhst effective redress mngt be the removal of the measure complained of rather
than some forn f compensation.

12. Those members of the Group which supported the inclusion of paragraph 7 in
the decAision consideredi that rticle XXII, as t now stood, did not rule out
finanoa compensation, and that consequently the reference to this in the decision
would be In the nature of a clarification rather than an amendment of the Agreement.
The alleged difficulties relating to assessment and enforcement were not insur-
mountamany. There had been r-v cases in international relations in which as a

resunmmlt of conflict goveents had passed special legislation to enable the payment
of financial compensation to foreign States. The words non rnutually acceptable
ter3? been deliberately used Vo introduce an element of flexibility, and to
provide for the possibility oa rsaking financial compensation in forms other than
cash payment; the contracting party causirg the damage might fmd it easier to
grant such compensation as the extension af credit on favourable terms, the pro-
viston of specific goocs needed by the contracting party suffering the damae, etc.
The Group agreed to reproduce the text of the paragraph in question within square
brackets (paragr'aph 7 In the annexed text).



Automatic release 5obligations of less-developed countries

13. A number of members of the Group considered that the procedure envisage in
paragraph 11 of the draft decision (paragraph 8 in the text annexed to this
report) would not work to the best interestsof the GATT as a whole and could lead
to a chaotic situation. Some members noted that the GATT was a multilateral
instrument incorporating strict provisions to govern the witholding of obligations
in special circumstanCes and that recourse to these provisions should not be taken
lightly. These members pointed out that departure from the multilateral procedures
provided in Article XXIIl and in the agreed paragraphs of the draft decision would
lead to a scaling down of GATT obligations which could hardly be in the interest of
the developing countries. Furtlher there would be little point in providing for the
intervention of ie good offices of the Director-General, the establishment of a
panel, and the submissionoff appropriate solutions to the CONACTI=.NG PARTIES, if
a contracting party which condsiered itself injuredewcre erce to take its own
remedial action.

14. Thesc members of the Group who supported the provisions of paragrap8 & of ehc
draft decision considered thaw .leul it was true that e o right to take automatic
rctaliatory action might not be necessary in ordinary cases, the same could not be
said of the prescnt situation in which sem* developed contracting parties had
niporedoscme of their explicit obigaoncis under the TAIT. Many less-developed
countries were suffering mauage from ieasures applied inconsistently with theAGrTT
provisions and the countries affected were obliged to honour their own obligations
without any protection from the damage that they suefercd. The present syst,emin
their eicw, was in fact one in which GTTI obligations could be violated unilaterally
by some countries because the countries affected by such illegal action lacked
sufficient bargaining power to protect ehcir legitimate interests. Thee cxplaencd
that the procederosenviseggd in paragraph w 7ere nothing more than an attempt to
incorporate into ArticlXX)WII the procedures of Article XIX under which, in special
circumstances, aouGrntry is relcased from some of itsocmmniemcnts under the
General Agrmenont. Othemem=zbers pointed out, however, that Article XIX did not
permit discriminatory action, anliîimetod the remedial action open to the injured
party. The Group agreed that paragraph 8 be retained in the draft between square
brackets.

Other measuresote ensure colii1ance

15. Members of the Group who were opposedote the concept in paragraph 12 felt that
the provision for collective action which had appeared in the original Brazilian/
Uruguayan. proposal (MOi.TD/F/3) would be prejudicialotthetl GATT which was a forum
in which problems had gencrallyebcen resolved on a conciliatory basis through
procedures for bilateral and multilateral consultations. They felt that such a
priv-osin went far beyond the eresont scepc of Article ,III. It was also pointed
out that collective action right operate to the detriment of contracting parties
which were not partiesott eho dispute.
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16. Those members of the Group who supported the provision explained that they
had no particular type of action in mind, but merely considered it useful to
have such a clause to provide for any action which might be found by the
CONTRACTING PARTIES to be appropriate and effective in given circumstances.
It would be up to the CONTRACTING PARTIES to decide on what action to take In
any given case. This provision would also have the effect of exerting a certain
pressure on the contracting parties to abide by the recommendations of the
CONTRACTING PARTIES. What they were seeking was the possibility of invoking
the moral sanction of the contracting parties in instances where individual
contracting parties deliberately flouted decisions or recommendations of the
CONTRACTING PARTIES. The Group agreed that the whole paragraphs be enclosed
within square brackets.

Relationship between the procedures of Articles XXXVII and XXIII

17. One member of the Group suggested that the words "if the parties to the
consultations so agree" should be added at the end of paragraph 13 of the draft
decision. He pointed out that paragraph 2 of Article XXXVII provided for multi-
lateral consultations, and if contracting parties were given the right to invoke
the provisions of paragraph 2 of Article XXIII immediately after a consultation
under Article XXXVII:2, this would involve a modificationof the present procedures
under which resort to Article XXIII:2 must be preceded by bilateral consultations.
It was therefore necessary that this new procedure should be subject to the
consent of both parties so that should it appear to one cf them that bilateral
consultations with a view to the satisfactory adjustment of the matter would be
useful the procedure would provide that such consultations must be held before
recourse is had to Article XXIII:2.

18. Another member of the Group considered that the inclusion of this qualifying
cause was unnecessary. He recalled that one of the main objectives of the
proposal before the Group was to expedite and streamline the procedures under
Article XXIII and every effort should therefore be made to avoid duplication of
effort. This point had also been brought out in the secretariat note In COM.TD/5.
He emphasized that in so far as restrictions inconsistent with the provisions of
the GATT were concerned, many bilateral and multilateral discussions had already
taken place in the context of the Action Committee and even before it. In any
case, consultations under Article XXXVII were not expected to prejudice bilateral
discussions. It would, therefore, be incorrect to say that paragraph 13 of the
draft decision, without the qualifying clause now proposed, would involve a
significant modification of the present procedures.

Text of the draft decision

19. The Group hereby transmits the draft decision contained in the Annex to this
report to the Committee on Trade and Development for consideration.



ANNEX

Draft Decision on Article XXIII

The CONTRACTING PARTIES,

Recognizing that the prompt settlement of situations in which a contracting
party considers that any benefits accruing to it directly or indirectly from the
General Agreement are being impaired by measures taken by another contracting
party, is essential to the effective functioning of the General Agreement and the
maintenance of a proper balance between the rights and obligations of all
contracting parties,

Recognizing further that the existence of such a situation can cause severe
damage to the trade and economic development of the less-developed contracting
parties [thereby necessitating compensation], and

Affirmingtheir resolve to facilitate the solution of such situations while
taking fully into account the need for safeguarding both the present and potential
trade of less-developed contracting parties affected by such measures [as well as
adequate compensation for the damage which these contracting parties may have
suffered],

Decide that:

1. If consultations between a less-developed contracting party and a developed
contracting party in regard to any matter falling under paragraph 1 of Article XXIII
do not lead to a satisfactory settlement, the less-developed contracting party
complaining of the measure may refer the matter which is the subJect of consulta-
tions to the Director-General so that, acting in an ex officio capacity, he may
use his good offices with a view to facilitating a solution.

2. To this effect the contracting parties concerned shall, at the request of
the Director-General, promptly furnish all relevant information.

3. On receipt of this information the Director-General shall consult with the
contracting parties concerned and with such other contracting parties or
intergovernmental organizations as he considers appropriate with a view to promoting
a mutually acceptable solution.

4. After a period of two months from the commencement of the consultations
referred to in paragraph 3 above, if no mutually satisfactory solution has been
reached, the Director-General shall, at the request of one of the contracting
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parties concerned, bring the matter to the attention of the CONTRACTINGPARTIES
or the Council, to whom he shall submit a report on the action taken by him,
together with all background. information.

5. Upon receipt of the report, the CONTRACTING PARTIES or the Council shall
forthwith appoint a panel of experts to examine the matter with a view to
recommending appropriate solutions. The members of the panel shall act in a
personal capacity and shall be appointed in consultation with, and with the
approval of, the contracting parties concerned.

6. In conducting. its examination and having before it all the background
information, the panel shall take due account of all the circumstances and
considerations relating to the application of the measures complained of, and their
impact on the trade and economic development of affected contracting parties.

[7. In the event that the measures complained of have been applied by a developed
contracting party and it is established that they are adversely affecting the
trade anid the economie prospects of the less-developed contracting party or
parties concerned, the panel may recommend, where it is not possible to eliminate
the measures complained of or to obtain an adequate commercial remedy, that the
damage caused should be compensated by means of an indemnity of a financial
character on mutually acceptable terms

[8. In cases where the import capacity of a less-developed contracting party
has been or is being impaired by the maintenance of measures by a developed
contracting party or parties which are inconsistent with the provisions of the
General Agreement, the Director-General shall, with or without the assistance of
a panel of experts as may be considered necessary, forthwith proceed to determine
in particular the following elements:

(a) the damage incurred through the incidence of the measures complained
of upon the export earnings and economic effort of the less-developed
contracting party;

(b) the compensatory or remedial measures which the contracting party
whose measures are complained of would be prepared to take to make
good the damage inflicted by their application;

(c) the effects of such measures as the injured contracting party would
be prepared to take in relation to the contracting party whose
measures have nullified or impaired the benefits deriving from. the
General Agreement which the former contracting party is entitled to
expect.
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In such cases the less-developed contracting party shall be released from its
obligations under the General Agreement, towards the developed contracting party
or parties acting contrary to the provisions of the General Agreement, for the
purpose of taking appropriate remedial or retaliatory measures, pending the
completion of the report by the Director-General or the panel of experts and its
examination by the CONTRACTING PARTIES or the Council.]

9. The panel shall, within a period of sixty days from the date the matter was
referred to it, submit its findings and recommendations to the CONTRACTING PARTIES
or to the Council, for consideration and decision. Where the matter is referred
to the Council, it may, in accordance with Rule 8 of the Intersessional Procedures
adopted by the CONTRACTING PARTIES at their thirteenth session, address its
recommendations directly to the interested contracting parties and concurrently
report to the CONTRACTING PARTIES.

10. Within a period of ninety days from the date of the decision of the
CONTRACTING PARTIES or the Council, the contracting party to which a recommendation
is directed shall report to the CONTRACTING PARTIES or the Council on the action
taken by it in pursuance of the decision.

11. If on examination of this report it is found that a contracting party to
which a recommendation has been directed has not complied in full with the relevant
recommendation of the CONTRACTING PARTIES or the Council, and that any benefit
accruing directly or indirectly under the General Agreement continues in consequence
to be nullified or impaired, and that the circumstances are serious enough to
Justify such action, the CONTRACTING PARTIES may authorize the affected contracting
party or parties to suspend, in regard to the contracting party causing the damage,
application of any concession or any other obligation under the General Agreement
whose suspension is considered warranted, taking account of the circumstances.

[12. In the event that a recommendation to a developed country by the CONTRACTING
PARTIES is not applied within the time-limit prescribed in paragraph 10, the
CONTRACTING PARTIES shall decide what measures, further to those undertaken under
paragraph 11, can be taken to resolve the matter.]

13. If consultations held under paragraph 2 of Article XXXVII, relate to restric-
tions for which there is no authority under any provisions of the General Agreement,
any of the parties to the consultations may in the absence of a satisfactory
solutions request that consultations be carried out by the CONTRACTING PARTIES
pursuant to paragraph 2 of Article XXIII and in accordance with the procedures set
out in the present Decision, it being understood that a consultation held under
paragraph 2 of Article XXXVII in respect of such restrictions will be considered
by the CONTRACTING PARTIES as fulfilling the conditions of paragraph 1 of
Article XXIII [of the parties to the consultations so agree].


