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Article I
General Most-Favoured-Nation Treatment

interpretative Notes ad Article I

Paragraph 1

It is suggested that
the following new (first)
sub-paragraph be insert-
ed:

"The advantages, favours,
privileges or immunities
referred to in para-
graph 1 of Article I
shall not be regarded as

falling within Article I
if granted by a con-
tracting party on a re-
ciprocal basis by virtue
of agreements, laws or

regulations to nation-
als of another country
in connection with the
importation or exporta-
tion of goods irrespec-
tive of their origin,
exclusively on account
of the non-commercial
purpose of such goods. "

Motivation:

This interpretative note is to make
clear the principle that the most-
favoured-nation clause of the General
Agreement does not apply to favours in
respect of customs duties and other
charges which are granted for purposes
outside the ordinary course of trade.
The note is, in particular, to prevent
countries which are not parties to mul-
tilateral agreements providing for cus-
toms favours, from deriving from such
agreements non-commercial benefits under
the unconditional most-favoured-nation
clause without granting reciprocity.
Examples of non-commercial favours with-
in the meaning of the above interpreta-
tive note are:
a) Customs favours in respect of certain

travel equipment and provisions for
the journey imported by tourists, as
provided for in the relevant deci-
sions of the OEEC Council, in the Con-
vention concerning Customs Facilities
for Touring signed in New York on 4
June 1954, and in Articles 2 and 3 of
the Draft International Customs Con-
vention on Touring put into effect on
1 January 1950 under the Agreement
providing for the Provisional Applica-
tion of the Draft, concluded at
Geneva on 16 June 1949;

b) Customs favours for motor vehicle cir-
culation papers of all types and tour-
ing propaganda material as provided
for under Article 4 of the above-men-
tioned Geneva Customs Convention;

c) Customs favours in respect of goods
imported from foreign customs terri-
tories and intended for the use or
consumption by foreign heads of State
during a temporary stay in the coun-
try visited;

d) Customs favours in respect of objects
of an educational, scientific or cul-
tural character, intended for public
collections or non-profit institutions
as media of instruction, demonstration
or research.
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It is suggested that the fo1- The wording of Article I leaves
room for doubt as to whether the

lowing new (second) sub-para- term "charges of any kind" cov-
graph be inserted: ers such internal taxes or their

equivalents as are levied on
"The term "charges of any imports. The proposed inter-
kind" shall not be regarded pretative note thus appearsto be necessary to clarify
as including such internal the legal position.
taxes or their equivalents
as are imposed on imports.
Most-favoured-nation treat-
ment shall extend to such
taxes or their equivalents
by virtue of the term "with
respect to all matters re-
ferred to in paragraphs 2
and 4 of Article III."

The present first sub-paragraph
would become the third sub-
paragraph.

Paragraph1

It is suggested that the
following new (fourth) sub-
paragraph be inserted:

"Products which are classi-
fied or included under dif-
ferent items or sub-items
of any one customs tariff
shall not be regarded as

"like product" within the
meaning of paragraph 1 ."

Motivation:

There exists as yet no definition of
the term. "like product". The Prepara-
tory Committee of the United Nations
for the Havana Charter has recommended
that ITO study the problem of defining
that term. Since that organization
which was provided for in the Havana
Charter, has not yet been established,
the revision of GATT appears to pro-
vide a timely opportunity to define
the term "like product'', in order to
reduce the number of disputes.
The suggested clarification agrees
with the conclusions reached by the
Working Party of the Fourth Session
of the CONTRACTING PARTIES in connec-
tion with the queestion of Australian
subsidies for ammonium sulphate (cf.
Analytical Index of the General Agree-
ment, Article I, paragraph 6).

Motivation:
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Article II
Schedules of Concessions

Motivation

It is suggested that the following
(new) sub-paragraph be inserted:

"6. (b) The provisions of sub-para-
graph (a) above shall apply
mutatis mutandis in case

the par value is increased
consistently with the Ar-

ticles of Agreement of the
International Monetary Fund
by more than twenty per

centum."

The present sub-paragraph (b) would
become sub-paragraph (c).

Ad paragraph 7 is suggested
that the Schedules
annexed to the Agreement which form

an integral part of the Agreement,
be annexed to the revised Agreement
in a codified form. The present
Geneva, Annecy and Torquay Sched-
ules, and all Protocols of Recti-
fications and Modifications would
thus cease to apply.

When, in the course of
the Eighth Session of
the contracting parties,
an examination was made
of the Czechoslovak Gov-
ernment's measures ad-
justing the rates of
their specific duties to
the increased par value
of the Czechoslovak cur-
rency, the absence of an
appropriate provision
in the General Agree-
ment was regretted (cf.
GATT documents L/100
and G/62). It therefore
seems desirable to amend
this deficiency.

Motivation:

When revising the General
Agreement, it would appear
expedient also to revise
the Schedules annexed to
the Agreement with a view
to replacing the present
Geneva, Annecy and Tor-
quay Schedules and the nu-
merous Protocols of Recti-
fications and Modifications
by one single Schedule
which would cover in a cod-
ified form all concessions
actually in operation on
the day on which the re-
vision of GATT is brought
to a conclusion, thus pro-
viding for a more lucid
arrangement of that instru-
ment and facilitating its
handling.
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Interpretative Notes ad Article II (new -proposal)

Paragraph 6 (a) (new)

It is suggested that the fol-
lowing new paragraph be in-
serted:

"6(a) Factors within the mean-
ing of the last sentence
of sub-paragraph 6(a)
shall, for example, in-
clude the extent to
which domestic and im-
port prices have in fact
risen as a result of a

devaluation of currency."

Motivation:

In view of the fact that this
problem caused difficulties at
the Eighth Session of the Con-
tracting Parties in connection
with the examination of the ad-
justments of specific duties
made by the Greek Government as
a result of the devaluation of
its currency (of. GATT document
G/62 of 23 October 1953, para-
graph 6, sub-paragraph 2), it
would appear desirable to clar-
ify this point along the lines
suggested in the proposal.
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Article III

National Treatment on Internal Taxation and Regulations
Interpretative Note ad Article III

It is suggested that the following
new (second) paragraph be inserted:

"The words "internal taxes or other
internal charges .... applied di-
rectly or indirectly" as employed
in the first sentence of paragraph
2 shall be construed to denote the
overall charge, including the
charges borne by like domestic prod-
ucts through being subjected to in-
ternal taxes or other internal
charges at various stages of their
production (charges borne by the

raw materials, semi-finished prod-
ucts, auxiliary materials etc. in-

corporated in, and by the power
consumed for the production of,
the finished products)."

Motivation:

As an interpretation
along these lines would
correspond to the tax
legislation of various
contracting parties, it
appears desirable to
clarify the provision
as suggested so as to
eliminate any doubts.
as to the proper inter-
pretation.
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Article VI

Anti-Dumping and Countervailing Duties

Paragraph 4 Motivation:

It is suggested that this Paragraph 4 of Article VI provides
that the exemption from, or theparagraph be supplemented refund of, duties and taxes upon

as follows: exportation shall not give cause
for levying anti-dumping

"..... except if the refund or countervailing duties. Such a

exceeds the changes borne requirement would appear to beunjustified in cases where the
by the like product when refund of duties and taxes exceeds

destined for consumption in the amount of such duties and
taxes borne by the like products

the country of origin or ex- when destined for sale in the home

portation. In the latter country. In such a case, the ex-cess amount would have to be con-
case the excess amount shaIl sidered a subsidy, and the imposi-
be deemed to be a subsidy tion of a countervailing dutyequivalent to that amount would
within the meaning of para- be justified.
graph 3 above."
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Article VII

Valuation for Customs Purposes
Motivation:

It is suggested that sub-para-
graph 2(a) be amended to read
as follows:

"The value for customs purposes
of imported merchandise should
be based on the actual value of
the imported merchandise on

which duty is assessed, or of
like merchandise. Each contrac-
ting party shall undertake to
apply only one method of val-
uation and thereafter shall
refrain from choosing between
two or more methods depending
on which method results in a

higher value for customs pur-
poses.

"The value for customs pur-

poses shall not be based on

the domestic price in the

country of exportation, on the

value of merchandise of nation-

al origin or on arbitrary or

fictitious values."

Paragraph 2 of Article VII is
interpreted by various con-
tracting parties to mean that
Article VII allows the val-
uation for customs purposes to
be effected by the application
of any one of a varying num-
ber of alternative methods
depending on which method
results in the highest value
for customs purposes. The
possibility of choosing be-
tween alternative methods
shouId be excluded since it
introduces an element of un-
certainty into the calcula-
tions of both importers and
exporters Contracting par-
ties should be urged to un-
dertake to apply one method
only.

Furthermore, the method which
bases the value for customs
purposes on the domestic prices
in the country of exportation,
should not be allowed because
the exporter, when making the
export price, must adapt his
price to the price level pre-
vailing in the country of im-
portation and, in doing so, make
allowance for the charge to be
borne by the merchandise in the
form of import taxes and duties,
of differing margins of trade,
and of transportation costs.
To establish the value for cus-
toms purposes on the basis of
the domestic price in the coun-
try of exportation would be an
even more effective protective
device than the application of
anti-dumping and countervailing
duties. The result of valuation
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on that basis would in many
cases be that the price of mer-
chandise bearing import taxes
and duties would be higher than
the price of comparable mer-
chandise of national origin, so
that the foreign merchandise
would not be competitive.

Motivation:

It is suggested that the sec-

ond sentence of sub-paragraph
2(b) be amended to read as

follows:

"To the extent to which the
price of such or like merchan-
dise is governed by the quan-
tity in a particular transac-
tion, the price to be consid-
ered should uniformly be related
to either
(i) comparable quantities,

quantity rebates usual in
trade being allowed,

or

(ii) quantities not less favour-
able to importers than those
in which the greater volume
of the merchandise is sold
at the first phase of dis-
tribution usual in the par-
ticular line of business in

the trade between the coun-

tries of exportation and
importation."

The importance of the quan-
tity element in valuation is
not brought out clearly enough
in the present version of
paragraph 2(b) of this Article.
The following question should
be clarified: Is sub-para-
graph (ii) to be interpreted
to mean
(a) that, in the latter case,

the value should always
be established on the
basis of the price pre-
vailing at the first phase
of distribution usual in
the particular line of
business,

or

(b) that the basis should be
the prices charged for
the largest quantities
that have actually been
sold at any phase of
distribution.

If the contracting parties
concur, the second sentence
of paragraph 2(b) should be
amended along the lines sug-
gested in the proposal.
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Interpretative Notes ad Article VII

Motivation:

It is suggested that the fol-
lowing sub-paragraph be added:

"The term "other changes"' shall
not be regarded as including
such internal taxes or their
equivalents as are imposed on
or in connection with importa-
tion."

It is suggested that the fol-
lowing sub-paragraph be added:

"Where the merchandise to be
valued is not imported as the
result of a purchase and where
the purchase price is not known
or cannot be ascertained, the
sum of production costs plus sel-
ling costs plus a normal profit
may be regarded as constituting
the "actual value" of the im-

ported merchandise."

Paragraph 3 (new)

It is suggested that the fol-
lowing new paragraph be added:

"The term "internal tax" within
the meaning of paragraph 3
shall only apply to such taxes
as are directly borne by the
merchandise itself, to the ex-
clusion of taxes applicable to
the producer or trader personal-
ly and of contributions to the
social insurance system."

The wording of Article VII
leaves room for doubt as to
whether the provisions of
that Article cover internal
taxes or their equivalents
to the extent that such taxes
or equivalents of taxes are
imposed on or in connection
with importation. The pro-
posed interpretative note
thus appears to be neces-
sary in order to make clear
that this is not the case.

Motivation:

In respect of merchandise
which is not imported under
an outright purchase there
should be a possibility of
establishing the value for
customs purposes on the
basis of the cost price
plus the exporter's normal
profit. Such valuation would,
in particular, apply to pat-
ented or trade-marked mer-
chandise which, for example,
is imported only on a hire
basis or against payment of
a royalty for the use of the
rights pertaining to the
patented or trade-marked
article.

Motivation:

Direct taxes and social
insurance contributions do
not refer to the imported
merchandise. They are to be
included in the value for
customs purposes, even
though they may be refunded
in the country of exporta-
tion.
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Article VIII

Formalities connected with Importation and Exportation
- - - - - --__ _ _ _ __ _ _. __ _ _ _ _ _ _

Paragranh1

It is suggested that first sen-
tence be amended to reao as follows:

"1. The contracting parties recog-
rize that fees and similar
charges imposed by governmental
authorities on or in connection
with importation or exportation,
shall be limited in amount to
the approximate cor'of services
rendered and shall ,ot represent
an indirect protection to domes-
tic product or a taxation of im-

ports or exports for fiscal pur-

roses; any such fees and similar
charges shall be levied at a

flat rate only and not as a per-
centage of the value of the goods
involved, except in cases where
the percentage rate does not ex-

ceed one per centum of the value
of the consignment. "

Motivation:

The present version of
the first sentence con-
stitutes no more than a
recommendation and has
no mandatory charact½re
In the interest of fa-
cilitating international
trade, however, the rule
on the vying of fees
should be made manda-
tory and the assessment
of fees as a percentage
of th? value of the mer-
chandisc involved should
be prohibited, because
such percentage fees can-
not bc regarded as being
limited to the approximate
cost of services rend-
ered.
The insertion of the
word "similar" between
"and' and "charges" is
suggested with a view
to precision.

The present paragraph 3 should be
re-numbered 4.

Sub-Para!raph 3(a) (new)
It is suggested that the following
new sub-paragraph be inscrded:

"3(a) On the importation of products
from the te-*±tory of any con-

tracting party into the terri-
tory of any othel v
party, thc production of

Motivation:

In view of t1e fact that
tariff treatment and de-
gree of liberalization
vary from one contracting
party to another, it will
not be possible to intro-
duce a rule generally for-
bidri.g countries to re-
ulre the production of
certificates of origin.
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certificates of origin should
only be required to the extent
that is strictly indispensable.
Where, on importation, the
treatment of any product de-
pends on the fulfilment of
particular conditions as to its
consitution, purity, quality,
sanitary condition, district of
production, or other similar
matters, the frontier control
formalities resulting therefrom
should wherever possible be
simplified by certificates is-
sued by the appropriate authori-
ties of the country of exporta-
tion."

It is suggested that the fol-
lowing new sub-paragraph be in-
inserted:

"3(b) The contracting parties
shall agree on the form
of the certificates re-

ferred to in sub-paragraph
3(a) above. They shall,
in particular, take steps
with a view to standard-
izing the models of certi-
ficates of origin, compil-
ing a common list of goods
for which proof of origin
should not be required,
determining and making
known the authorities com-
patent to issue certifi-
cates of the type

As already envisaged in the
Report of the Working Party
(No 5) at the Eighth Session
of the CPs, however, certifi-
cates of origin should only be
required in cases where they are
strictly indispensable (cf. GATT
Document G/61 dated 22 October
1953, Part IIa)). he proposed
version would also cover goods
in transit.

The regulations governing the
requirement to produce docu-
ments certifying to the results
of examinations, to purity or
the like apply, in the various
territories of the contracting
parties, to different goods
(e.g. animals, plants, beer,
wine, olive oil). In order to
provide an adequate safeguard
to importing countries without
adding to the handicaps faced
by international trade, it
would appear desirable to in-
sert a suitable provision.

Motivation:

The measures hereenvisaged
have already been proposed
by a number of contracting
parties during the discus-
sions of Working Party (No 5)
at the Eighth Session of the
CPs (cf. GATT Document G/61
of 22 October 1953, Part I,
para 4). In the opinion of the
Government of the Federal Re-
public of Germany, those meas-
ures would lead to a simpli-
fication of international trade
formalities and thus constitute
a step forward on the way to
achieving the objectives of
GATT.

Although some of these items
have in fact been settled on
an international level in Ar-
ticle 11 of the International
Convention relating to the
Simplification of Customs For-
malities, of 3 November 1923,
the inclusion of an appropriate
provision in the General Agree-
ment would nevertheless appear
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referred to under sub-paragraph 3(a) desirable in view of
laingsamle igntt~es the fact that not alIaboves elroulating sample signatxres contracting parties to

of tLe persons authorized to sign the GATT are parties
such certificates, and estab3iChingnto the 1925 Oonveution.
common rules for the verification of
such certificate,"

Parasra)h 4LiSresent version2
The present paragraph 4 would be
re-numbered 5a.

Paragraph -5a new2
It âs suggested that, in this new
paragraph (formerly paragraph 4),
sub-paragraph (a) be deleted.
Sub-paragraphs (b) to (h) would
become sub-paragraphe (a) to (g).

Paragraih 5b (new) Motivation:

It is suggested that the following These principles were
n paragraphbeaddecd: agr-ed by the oJnract.zded:paragraph be ade:ing parties at thelr

"5b The contracting parties recognize of a recommendation
that consular invoices and consu- (cf. GATT Document
lar visas for c, thosrcofial invoiicest/28e the wth
certificates of origin, manifests,jectives which aim at

etc. constitute on unjuetifred imre-uc0i tradtbatriersdtïon
pediment to international trade. would appear desirable
Each contracting party shall i to incorporate n the

GATT, in the form of
therefore take steps to abolish an obligation, the most

important Of the prin-
consular invoices and consular ciples contained in
visas for commercial invoices, that recommendation.
certificates of origin, manifests,
etc., completing such abolition
not later than 31 December 1956.
By that date, consular fees shall
likewise have been progressively
abolished.
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"The production of consular invoices and
consular visas for commercial invoices
shallcease to be required for consign-
ments of goods of an invoice value not
exceeding US $ 100 (or the equivalent in
other currencies) ."

The insertion of paragraph 5b (new version)
obviates the necessity of retaining sub-
paragraph 4(a) (present version).
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Paragraph 1 (new)

Article IX

Marks of Origin
Motivation:

It is suggested that the following The laws and regulations
new paragraph be inserted: of numerous countries re-quiring the marking of
"1. The contracting parties recog- imported product are

among the factors which
nize that, in adopting and im- tend to prevent the achieve-
plementing laws and regulations ment of those of the GATT

objectives which aim at
relating to marks of origin, eliminating to the great-
the difficulties and inconve- est possible extent allbarriers to international
niences which such measures trade. It would, therefore,
may cause to the commerce and appear desirable to insertat the beginning of Ar-
industry of exporting countries ticle IX a general clause
should be reduced to a minimum. "corresponding to the pro-visions of Article 37, para-

graph 1, of the Havana
Charter.

Paragraqhs 1 to 3 (present version)

The present paragraphs 1 to 3 would
be re-numbered 2 to 4.

Paragraph 5 (new)

It is suggested that the following
new paragraph be inserted:

"5. The contracting parties shall
take steps to eliminate unnec-
essary marking requirements.
They shall, in particulars,study
the possibility of establish-
ing and adopting common sched-
ules of those categories of

Motivation:

It would furthermore ap-
pear expedient to insert a
clause corresponding to
Article 37, paragraph 5,
of the Havana Charter
with a view to facilitating
the ultimate achievement
of that objective by
adopting common schedules
of products which should
not be subject to mark-
ing requirements

products in respect of which
marking requirements operate to
restrict trade to an extent dis-
proportionate to any purpose to
be served, and which shall not in
any case be required to be marked
to indicate their origin."
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Motivation:__-----r-
It is suggestedfthat aheol- Itâppears desirable to standard-
lowing new paeagraph bR ad- ize the provisions relating toform, wording, and placing of
ded: marks of origin since those pro-

tisions vary to such a degree
" 6* The contracting part es from.one country to another that

shao cnme ta al under-.exporting industries are forced
to make up their products differ-

standing on the steps to ently for each country of destina-
be taken to standaroize tian, thus having to incur con-siderable additiosal coste.
the provisions governing
the form, wording and
ofacing Oa marks of ori-
gin."

?ar4asra~hs and 5 (present
versions
The present ps4ragraph4 and
5 wouid beere-numbored para-
graphs 7 and 8.

Para(raS) 9 inew2 Motivation:

It is suggested that the The pfoblem oa exempting commercial
following new paragraph be samples of negligible value frommarking requirements was dealt with
added: by the League of Nations as far back

as 1931 when the Economic Committee
"9. The contracting porties Of the League pronounced an opinion

recognize that commercialalong the lines of the present pro-posal (cf. League of Nations Offi-
samples within the mean- cial Journal 1951 10-12, Archives,
ing of Articles II and page 2027 et seq.3. At their Sev-enth Session, the Contracting Parties
III Oa the Convention to to GATT likewise examined the ques-
?acili ate the-Importa_ tion of exempting commercial samplesfom marking requirements in connec-
tion Of Commercial Sam- tion with the elaboration of the
ples andsAdvertiaing Ma- Samples Convention, and they decidedto recommend that the CONTRACTING
terial of 7 November PARTIES examine at a later session
1952 shall be exempt the possibility of carrying out a

general study of the problem of marks
from any marking refuire- oL origin for imported goods. It
ment on their importa- would appear that the discussions onthe revision of the General Agreement
tion from the territory afford a good opportunity to examine
of any contracting party this question and to incorporate an
into the teorrinory faiy appropriate provision in the Agree-
oth r contracting party."ment. Since both commercial samples
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of negligible value and all such
samples as are imported for tem-
porary duty-free admission are
not intended for sale, it is sug-
gested that exemption from mark-
ing requirements be provided for
all commercial samples covered
by Articles II and III of the
Samples Convention.
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Article X a

Foreign Trade Statistics

It is suggested that the follow- Motivation:
ing new Article be inserted:

"Article X a

"1 . The contracting parties shall
publish regularly and as
promptly as possible within
the provisions of their in-
ternal legislations statis-
tics in the following fields:
a) their external trade in

goods (imports and ex-
ports);

b) the governmental revenue
from import and export
duties.

"2. So far as possible the sta-
tistice referred to in par
graph 1 should be compiled
on the basis of the tariff
nomenclature. If this does
not prove possible a compar-
ative key between the statis-
tical nomenclature and the
tariff nomenclature should
be published.

"3. The contracting parties shall
support endeavours designed
to facilitate the compara-
bility on an international
basis of the statistics re-

At present GATT lacks any
provision corresponding
to Article 39 of the Havana
Charter. Although the prin-

all ciples of the Havana Charter,
i.e. in this case the prin-
ciple of publishing all data
concerning external trade,
have to be observed by the
contracting parties in ac-
cordance with Article XXIX

ds: of GATT, it would be desirable
to insert this provision in
GATT itself, and, as far as
it relates to the publica-
tion of foreign trade statis-
tics, to do so in a manner
binding on all contracting
parties.
Moreover, it would be de-
sirable, in order to simpli-

a- fy the use of the statistics,
to recommend that, as far as
possible, the statistics re-
ferred to be compiled on the
basis of the tariff nomen-
clature.
Paragraph 3 of the suggested
amendment is meant as a re-
commendation to the contract-
ing parties to support the
endeavours of the UNO aiming
at comparability of foreign
trade statistics as well as
indirectly those of the Brus-
sels Customs Cooperation
Council aiming at the com-
parability of tariff nomen-
clatures, on which the foreign
trade statistics are to be
based as far as possible.

ferred to in paragraph 1,
and insofar as such an inter-
national basis has been se-

cured, to publish their sta-
tistics on that basis."
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Article XI

General Elimination of Quantitative Restrictions

Interpretative Notes ad Article XI

It is suggested that
the following new para-
graph be inserted:

"Paragraph 1

Currency restrictions
shall also be regarded
as restrictions within
the meaning of this
paragraph and of Ar-
ticles XII, XIII, and
XIV."

Motivation:
Restrictions on imports and exports may
be made effective both by prohibitions
or quantitative restrictions on im-
ports and exports and by governmental
control of the means of payments avail-
able for imports or accruing from ex-
ports. It may be the aim of such restric-
tions to protect domestic branches of
production or to take account of the bal-
ance of payments and the reserves of
foreign currency. It is often not pos-
sible clearly to recognize the under-
lying motives for foreign trade res-
trictions in the commercial practice of
countries. Often there is no clear dis-
tinction between the so-oalled commer-
cial restrictions and those instituted
for reasons of the balance of payments,
or bota overlap. Since in the provisions
of GATT, too, restrictions of a commercial
nature and restrictions instituted for
reasons of the balance of payments are
to a certain extent put down side by side
and since, as has been recognized, the
restrictions and discrimination possible
for reasons of the balance of payments
are frequently misused for protectionist
purposes, it appears expedient to consid-
er both kinds of restrictions jointly
and to state in the basic Article XI
that also restrictions through the re-
gulation of payments are covered by this
Article.
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Standard Practices

for Import ana Export Restrictions
and Exchange Controls

It is suggested that the
Standard Practices (cf. GATT
G/28 and G/28 Corr. 1 of 1
and 6 November 1952) be sup-
plemented as follows:

"10. Insofar as global quo- M
tas for imports are
autonomously fixed t

o
every six months or w
for any other period, pi

changes of values, spe- th
cifications or term of ha

global quotas should, ti
if possible, be effect-
ed rarely and only at
major intervals in order
not to impair the conti-
nuity of trade.

"11. It is recommended that Mo
governments which intend Fo
to institute special U

all
control measures in con- ti

nection with the impor- acc
tation of commodities a)
(e.g. controls of ex-

change, quantity or qual-
ity) confine this control b)
to such measures as will
not render trade unduly
difficult or expensive.
In principle, such con- Su
trol measures should on- ha
ly be carried through in pr

otivation:

t was repeatedly observed that
through changes of specifications
ccurring every 6 months producers
ere prevented from effecting im-
ports each time they had adjusted
heir products to the alteredonditions, and, when production
ad finally started, the trade
as destroyed by the elimina-
tion of global quotas.

tivation:
or exchange control reasons the
nion Bank of Burma has ordered that
imports of commodities irrespec-

ive of their provenance have to be
companied by survey-reports. These
ports are to state:
The actual quantity by stating the
number of parcels or pieces, num-
ber and quantity per piece, total
weight and total dimensions;
The quality, that is to say the de-
finition and description of the
commodities usual in trade, type
description and chemical and/or
physical analysis.

uch reports which should also indi-
catethat the commodities concerned
ve actually been shipped have to be
ovided by internationally recog-
zed enterprises not trading
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the form of payment or themselves. The reason for this far-
customs controls in the reaching requirement may be tracedback to the fact that certain Burmese
country which has institut-importers have carried through illegal
ed such measures." exchange manipulations which resultedin an accumulation in their favour of

currency balances abroad due to the im-
portation of lower quality goods con-
trary to the statements in the exchange
applications.
The firms affected by this order are not
in a position to conform to these
measures which are unusual in inter-
national trade. The chemical and/or
physical analysis would - as regards
certain products - amount to a dis-
closure of production secrets; more-
over, the control would cause high cost.
Therefore the contracting parties
should agree to refrain from any such
measures that make trade unduly dif-
ficult.
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Article XII

Restrictions to Safeguard the Balance of Payments

Paragraph 1 Motivation:

It is suggested that this paragraph
be amended to read as follows:

"1.(a) The contracting parties recog-
nize that the maintenance or
restoration of an equilibrium
of their balances of payments
on a sound and lasting basis
is in the mutual interest and
that a disequilibrium in the
balance of payments of one
contracting party will have
harmful effects on the situa-
tion of all the other contract-
ing parties and might lead to
a contraction of international
trade affecting all contract-
ing parties.

(b) The contracting parties shall
consider, when applying meas-

ures for the maintenance or

restoration of the equilibri-
um of their balances of pay-
ments, the effects of possi-
ble restrictions on the bal-
ances of trade and payments
of other countries as well as

their

The principle is agreed
to that restrictions on
imports and exports are
permitted in order to
maintain an equilibrium
of the balance of pay-
ments.

However, Article XII
contains several other
motives of economic pol-
icy for the justification
of foreign trade restric-
tions due to the situa-
tion of the balance of
payments. They cancer
problems which have re-
sulted from the conse-
quences of the last war
(e.g:. full employment,
new branches of production,
which had been dealt with
in the Havana Charter
and so played an import-
ant rôle at the time of
the conclusion of GATT).
It appears necessary to
consider the transition-
al period after the war
as having come to an end,
to bring the aspect of
the farthest possible
development of inter-
national trade to the
fore and accordingly, to
eliminate aspects of em-
ployment policy and in-
dustrial protectionism
from this Article so
that its application is

the adverse effects which mightconfined to the require-
result therefrom for their own ments of the balance of

payments. In this con-
balances of payments. There- nection it is considered

fore, the contracting parties expedient to express theprinciple contained also
shall aim at maintaining or in the Havana Charter
restoringthe equilibrium of that the elimination ofrestoring the equilibrium of balance of payments dif-
balances of payments in ficulties is to be aimed__ - -1 - -
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the first place by such measures as
will not entail restrictions of the
international exchange of goods...

(ç) In case a contracting party is of
the opinion that, in order to safe-
guard its external financial posi-
tion and its balance of payments,
and while paying due regard to the

principles contained in the above
sub-paragraphs (a) and (b), such
party is nevertheless not able to
refrain from applying quantitative
restrictions, it may, notwithstand-
ing the provisions of paragraph ofOf
Article XI, restrict the quantity or
valuefoa merchandise permitted to be
imported, subject to the following
provisions of this Article."

It is suggested that in sub-paragraphs
( a) ( i) and ( a) ( ii ) the word "usabl "l be
inserted before the words "monetary re-

serves" .

It is suggested that sub-paragraph (a)
be amended to read as follows:

"3.(a) The contracting parties recognize
that the period of economic ad-

justment to overcome the conse-

quencées of the war has essential-
ly to be regarded as havi g.ended
and thathtbe developmentfoa

at if possible
through such meas-
ures as do not
amount to a res-
triction but to an
expansive develop-
mentfoa world trade.

Motivation:

Here the case is consid-
ered that not all means
oa payment constituting
foreign exchange re-
-serves are generally con-
vertible, so that some
types of foreign ex-
change cannot be indis-
crirminately taken into
account in judging the
external position.

motivation:

This sub-paragraph in the
present version of GATT
contains the recogni-
tion of the necessiry
to introduce restcie-
tions for reasons of
"economic adjustment
resulting from the war".
N t'it appears expedient
through the new version
to declare the transi-
tional period to have
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production and trade having occurred
in the meantime has created a new
situation in all countries. Accord-
ingly, the CONTRACTING PARTIES
shall be guided by the point of
view of the necessity of expanding
international trade whenever they
have to make decisions pursuant to
this Article or to Article XIV. They
shall endeavour to bring about solu-
tions which avoid as far as possible
the institution of restrictions and
provide instead for a further mutual
facilitation of the exchange of com-
modities between the countries con-
cerned. Insofar as any contracting
parties institute or maintain res-
trictions within the meaning of sub-
paragraph 2(a) of this Article, they

ended and to give more
weight to the point
of view of an expan-
sion of internation-
al trade. The as-
pects listed under
(i), (ii) and (iii)
correspond to the
principles worked
out by the CONTRACT-
ING PARTIES in the
past years in connec-
tion with the admin-
istration of import
and export restric-
tions, which are to
prevent an abuse of
the quantitative res-
trictions for pro-
tectionist purposes.

shall, in effecting such restrictions,

maintain the prior composition of im-

ports to the greatest possible extent.
In this connection they shall observe,
in particular, the following principles:
(i) Not to apply these restrictions in

such a manner as to create or main-
tain branches of production which
would not be capable of existing upon
the abolition of restrictions after
an appropriate transitional period

(ii) To administer the restrictions in
so flexible a manner that a minimum
of foreign competition in the prod-
ucts involved is maintained on the
market concerned;

(iii) To administer the import restric-
tions in such a way as not to exclude
entirely established suppliers of such
products from the market concerned."
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Motivation:

It is suggested that
sub-paragraph (b) of
this paragraph be
deleted.

Paragraph 3
It is suggested that
sub-paragraph (c) (i)
be deleted.

Paragraph4a __ ___

The possobilities Of deoiating frcm the
general principle of elimination of quan-
titative restrictions contained in sub-
paragraph (b) of paragraph 5 are far-
reaching aad based l.rgely on motives of
economic policy, whereas Article XII
should only deal with restrictions im-
posed for reasons of the balance of pay-
ments. Moreover, these possibilities of
deviating from the general principle of
freedom of trade are covered in other
Articles, notably Article XVIII. There-
fore, it appears expedient to cancel
this sub-paragraph.

Motivation:

Sub-paragraph (c)(i) emphasizes in a
general way the necessity of keeping the
balance of payments in order and of de-
veloping the economic resources. In view
of the new formulation proposed for para-
graC 1 of this Artiale, sub-p2ragraph
c i) would seem to be no longer nec-

essary.

Motivation:

It is suggested that Sub-paragrapha (b) of p1ragraph 4
the ast ofntence f contains a procedure according towhich the CONTRACTING yARTIES mav
sub-paragraph (b)kbe tare action against eath contracY-
amended tfolead as 'fD- ing party applying import restric-tions by the compulsion to enter
lows: into consultations. The amendment

proposed aims at bringing about
"The CONTRACTING PAR- under GATT a similar multilateral
TIES shall for the administration of import restric-tions as is being applied by the
first time in 1955Cand OEEO.
after that annually

ver ts][wo yearg7view
all restrictions which
at the time of review
are still applied under
this Article. The CON-
TRACTING PARTIES shall
on such occasions invite
eaoh contracting party
to state the conditions
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under which it will be in a position
wholly or partly to eliminate the
restrictions maintained by it. In case
this procedure reveals any possibility
of negotiations among several contract-
ing parties with the object of eliminat-
ing restrictions, the CONTRACTING PARTIES
shall invite the contracting parties con-
cerned to enter into such negotiations,
the contracting parties concerned under-
take to participate in such negotiations."
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Article XIV

Exceptions to the Rule of Non-Discrimination

It is suggested that this Article Motivation:
be amended to read as follows:

"1(a) Insofar as a contracting
party applies restrictions
under Article XII it shall,
in doing so, deviate from
the rule of non-discrimi-
nation of Article XIII only
in cases in which this is
required for important rea-

sons of its external finan-
cial position and its bal-
ance of payments.

(b) Under sub-paragraph (a)
a contracting party may de-
viate from the provisions
of Article XIII only to
such an extent that the
deviations have the same
effect as the payments and
transfer restrictions in
connection with current in-
ternational transactions,
which it is entitled to ap-
ply on the same date under
Article XIV of the Articles
of Agreement of the Inter-
national Monetary Fund or

under the exemption of the
International Monetary Fund
according to Article VIII
Section 2a of its Articles
of Agreement or under a

corresponding provision of
a special agreement on

The present version of
Article XIV complies with
the need existing at the time
of the original conclusion
of GATT to provide for tran-
sitional regulations to
overcome the difficulties of
the post-war period. In view
of the consolidation of the
economic situation of most
countries, which has taken
place in the meantime and
having regard to recent en-
deavours to eliminate foreign
trade restrictions as far as
possible and to pave the way
for the convertibility of cur-
rencies, a new simplified
version of Article XIV appears
expedient. Here one will have
to start from the fact that on
the grounds of an actually
existing emergency in the bal-
ance of payments, transitional
discriminations in foreign
trade cannot yet be foregone
completely. The functions of
the IMF to make decisions re-
garding the situations of bal-
ances of payments will have to
be retained. The proposed ver-
sion of Article XIV seeks to
take these aspects into consid-
eration. The Organization of
GATT should keep these problems
under constant observation and
should endeavour to redress
existing grievances and to bring
about - if possible on a multi-
lateral level - agreements on
the elimination or avoidance of
discriminations.
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payments concluded in accordance with para-
graph 6 of Article XV or under a decision
made on the basis of such an agreement.

"2(a) Each contracting party shall endeavour in
connection with its measures applied to take
into account the interests of the other con-
tracting parties in its market. Accordingly,
a contracting party insofar as it applies
restrictions in a discriminatory manner un-
der paragraph 1 of this Article shall not
do so in such a way as to grant special pro-
tection to certain national branches of
production and thus to restrict foreign com-
petition more than necessary.

(b) The application of discrimination under
paragraph 1 shall be temporary only and shall
cease as soon as the external financial po-
sition and the balance of payments permit.

"3(a) The contracting parties shall report to the
CONTRACTING PARTIES on 1 April of each year

[on 1 April of every other year] which dis-
criminations on the grounds of paragraphs 1
and 2 of this Article they are till main-
taining and under what conditions and up to
what date they would be in a position part-
ly or wholly to eliminate these discrimina-
tions.

(b) The CONTRACTING PARTIES shall try to bring
about in joint discussions with the contract-
ing parties concerned the elimination of dis-
criminations. Each contracting party which
considers itself affected by discriminations
applied by another contracting party may apply
to the CONTRACTING PARTIES for consultations to
be initiated on this subject.
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"4. The provisions of Article XIII shall not
preclude restrictions in accordance with
the provisions of Article XII which are
applied against imports from other coun-
tries, but not as among themselves, by a
group of territories having a common quota
in the IMF, on condition that such res-
trictions are in all other respects con-
sistent with the provisions of Article XIII."
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ArticleX1XVIa (new)

Abolition of Artificial Aid to Exporters

"In the endeavour to achieve a gen-
eral restoration and maintenance
of conditions of normal competi-
tion over and above the provisions
of Article VI the contracting
parties recognize that also other
artificial export promotion meas-

ures, such as fiscal
or para-fiscal favouts, dis rt
normal competition and should there.
fore either not be lntroduced or,
where they exist, abolished as soon
as possible, Therefore the con-

tracting parties shall, in addi--
tion to the notifications pro-
vided for in Article XVI, notify
the CONTRACTING PARTIES in writ-
ing of any other measures dis-
torting competition taken by them,
and shall enter into consultations
aiming at the abolition, by joint
actions of any artificial and to
exporters ."i

Motivation:

The abolition of artificial
aid to exporters has not
-ct bezn reuplated by the
present provisions of GTrT.
Therefore it seems desir-
able for the implementation
f? the endeavours of GATT
aiming a.- a world-wide eco-
nomc- integration to abol-
ishartificial aidto ex--
porters which distorts the
conditions of competition.
The new Artxicle XVIa is to
express the explicit de-
sire of the contracting
parties to effect such an
abolition by joint action.

The written notification
s- intended to ensure
that the contracting
parties are informed of
the application of arti-
ficial export promotion
measures. At the same
time this information
is to provide the basis
for consultations aiming
at a joint abolition of
such measure.,
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Article XX

Central Exceptions

It is suggested that Part II
of this Article be deleted.

Motivation:
The exceptions provided for in
Part II refer solely to measures
designed to overcome the diffi-
culties resulting from the war
economy and the consequences of
the war. These difficulties may
be considered as having been
overcome.

The provisions containing these
exceptions were meant to be removed
not later than 1 January 1951, at
the Eighth GATT Session they were
once again prorogated to 30 June
1955. It appears now expedient to
abolish them.



Article XXIV

Territorial application - Frontier Traffic - Customs

Unions and Free-Trade Areas

Paragraph3 Motivation:~~ ____.. _....
tt is suggested ,hat sub-para-
graph (a) of this paragraph be
amended to read as follows:

"(a) cnyraevantages a-cozdad
at present or in future by

any contracting party to
adjacent couitries in order
to faNilitate frontier traf-
fic or traffic in specific
frontier zones specially
desi;nated by treaty*"

This new version is more
precise inasmuch as it makes
absolutely clear that the
General Agreement will ap-
ply neither to treaties con-
cluded with neighbouring
countries with a view to
facilitating both clearance at
the frontiers and frontier
traffic by road, rail, ship
and air, nor to treaties
relating to frontalier traffic.

3^
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Article XXV

Joint Action by the Contracting Parties_.__.Ê_. o_ tracti___. __ ____

Motivation:

It is suggested that. in sub--para-
graph (b), the first part of the
first sentence be amended to read as

follows:

"If' any contracting party has
failed without sufficient justifi-
cation to carry out with another
contracting party tariff negotie-
tions of the kind described in Ar-
ticle the CONTRACTING
PARTIES may,***l

It is suggested that sub-paragraph
(d) be deleted.

+) cf. proposal on the inclusion
of a new Article relating to
the reduction of customs
tariffs.

By including, as pro-
posed, a new article
in the General Agree-
ment corresponding to
Article 17 of the Havana
Charter (cf. the pro-
posal to that effect),
the reference to para-
graph 1 of Article 17
of the Iavana Charter
becomes superfluous.

Motivation:

This provision may be
regarded as obsolete.

__rarap___
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Article XXVII

Withholding or Withdrawal of Concessions

It is suggested hat the
second sentence be amended
to read as follows:

"The contracting party
taking such action shall
give notice to all other
contracting parties and,
upon request, enter into

negotiations on compen-
satory adjustments with
these contracting parties
which have a substantial
interest in the product
concerned; the provisions
of Article XXVIII shall
apply mutatis mutandis."

Motivation:

The tariff concessions granted in bi-
lateral negotiations have become multi-
lateral in character by virtue of their
inclusion in the GATT Schedules of Con-
cessions. Under the rules governing
the various International tariff ne-
gotiations (tariff negotiations of
Geneva, Annecy and Torquay), acceding
governments, which included the Feder-
al Republic of Germany at the last
round of negotiations at Torquay, had
to take acoount of tariff concessions
granted in previous rounds of tariff
negotiations when the value of their
own concessions was assessed (cf.
Tariff Negotiation Procedures adopted
for Torquay Tariff Conference, Part II,
part 4 - Basic Instruments and Selected
Documents, Volume I p.105). It would
therefore appear justified to afford to
such contracting parties not only the
right to have consultation but moreover
the right to initiate negotiations in
cases where concessions are withheld
or withdrawn.
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Article XXVIII

Modification of Schedules

Motivation:_________1

It is suggested
thst the firet
part of para-
graph 1 be amend-
ed to read as
follows:

"On or after
January 1, 1958,
sny contracting
party may, by ne-

gotiation and
agreement with
any other con-

tracting party
with which such
treatment was
initially nego-
tiated and with
such other con-
tracting parties
as the CONTRACT-
ING PARTIES de--
termine to have a

substantial inter-

est in such treat-
ment, modify or
cease to apply,
the treatment ..."

1. In the interest of maintaining the stabili-
ty of customs duties in world trade and in
view of the fact that the CONTRACTING PAR-
TIES, by their declaration of 24 October
1953, provided for the continued applica-
tion of the Schedules of Concessions until
30 June 1955, it is suggested that the con-
tinued application of the Schedules be fur-
therunxtended *mtil 31 December 1957.

2. Under the present version, a contracting
party modifying or withdrawing a conces-
sion need negotiate only with that contract-
ing party with which the concession was
initially agreed in negotiations conducted
under the Tariff Negotiations Procedure
(negotiation with the main supplier of the
product involved), while all other contract-
ing parties need only be consulted insofar
as they have a l intereiaJ77nt st in sup-
lying the product in question.
As, however, the supply situation may have
changed to such an extent since the time
when the tariff concession was initially
negotiated that a contracting party which
hitherto had merely a substantial interest,
or even no interest at all, in the product
concerned, may have become the main supplier,
mere consultation of such a contracting par-
ty would appear insufficient, particularly
since that contracting party, if not satis-
fied with the compensatory concession of-
fered, would be enditled, unter sub-para-
graph 2(b), unilaterally to withdraw a sim-
ilar concession. It is therefore suggested
that contracting parties having a substantial
interest be given the same statue as the
contracting party with which such concession
was initially negotiated, in other words,
the contracting party having a substantial
interest weuld not morely be consulted but
would brtome a pa: y to negotiations on a

compensatory adjustment.
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Article XXXV

Paragraph Motivation:

It is suggested that the In the cases envisaged in sub-para
first paragraph be amended graphs (a) and (b) of paragraph 1, e.g.where two contracting parties have not
to read as follows: entered into tariff negotiations with

each other, it would appear sufficient
" Without prejudice to the to provide that Article II shall not
provisions of Paragraph apply as between those two contractingparties. Non-applicationof theAgree-
5(b) of Article XXV, Ar- mentas a whole in the relations ce-
ticle IIof this Agreement tween the two contracting parties -

as provided at present - seems to be
shall not apply as between too drastic a consequence to be jus-
any contracting party and tifiable in the case of countrieswhich, after all, are parties to the
any other contracting same agreement.
party if:

Paragraph 2 Motivation:

It is suggested that this This paragraph has become obsolete.
paragraph be deleted.
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for New Provisions Designed to Develop the Agreement

1. Binding Information

on Customer Matters

Each contracting
party shall desig-
nate authorities
whose function it
shall be to give,
upon request, bind-
ing information on

customs tariff rates
and on the classifi-
cation in customs
tariffs of specified
goods, as well as on

the rates of other
taxes, duties and

charges levied on or

in connection with
the importation of
goods.

Motivation:

Although the Customs legislation of a num-
ber of contracting parties provides for the
furnishing of official information on cus-
toms matters and although the furnishing of
such information has also been provided for
in an international treaty (cf. Article 5
of the International Convention relating to
the Simplification of Customs Formalities,
of 1923), there is in many cases no obliga-
tion to furnish information of a binding
character. From the traders' point of view,
however, such binding information is of par-
ticular importance in connection with the
problem of assessing the returns likely to
accrue from international transactions, a
problem that frequently turns on the amount
of the customs charges borne by a product
on its importation. That charge must be
known to a businessman calculating costs be-
fore closing a deal. In simple cases, trad-
ers may obtain such information by making
enquiries with official or semi-official
agencies; information thus obtained is, how-
ever, not binding, and is insufficient in
the case of products which, when there are
various possibilities of interpreting the
provisions of the customs tariff, might be
classified under more than one tariff head-
ing or sub-heading, or the classification
of which might require previous chemical
analysis.
In such cases there should be a possibility
of affording some legal safeuard to trad-
ers by giving them such binding information
on Customs matters, thus protecting them
against losses or other unpleasant surprises.
It is in the interest of exporters and im-
porters of all contracting parties to be
given the opportunity of making arrangements
well in advance. The proposed Article would
enable exporters of one contracting party
to obtain binding information on customs
matters from the Customs authorities of any
other contracting party. Such binding infor-
mation should remain valid until there is a
change in rates, criteria or other provi-
sions determining the amount of duty.
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In the Federal Republic of Germany, the ap-
propriate authorities are under a legal ob-
ligation to give binding information on cus-
toms matters (Section 63 of the (German)
Customs Law of 21 March 1939, and Sections
80 to 88 of the General Customs Rules - All-
gemeine Zcllordnung - which rules constitute
the implementing regulations under the (Ger-
man) Customs Law), which has led to a de-
crease in the volume of litigation in respect
of customer matters and thus to a more stable
development of trade.

It would appear expedient to extend the ob-
ligation to furnish binding information to
questions relating to the nature and amount
of other taxes, duties and charges levied on,
or in connection with, the importation or ex-
portation of goods.
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Proposals
for New ProvisionsDesigned to Develop the Agreement

2. Re-Importation and Re-Exportation
(a) Sub

re-
tha
cia
temp
to
nece

tract
the
or
charg

(i)

Motivation:

ject to re-exportation or The purpose of this Ar-
importation and provided ticle is to ensure exemptionfrom customs duties, taxes
t no considerable depre- and other charges for
tion takes place during goods imported or exportedunder a temporary duty-
porary use, and subject free admission procedure
the application of the (importation and re-expor-tation, or exportation and
essary controls, the con- re-importation, of goods
acting parties shall exempt- without their being trans-formed in such a way as
following from any import to require reclassifica-

export duties, taxes and tion under a differenttariff item or sub-item).
rges: The Article, as proposed,

takes account of the prin-
Used standard commercial cipal provisions of the
containers including rail- temporary duty-free ad-mission procesures ap-
way-owned containers and plied by the various con-
Colico folding containers, tracting parties. The

catalogue-type enumera-
protective coverings and tion has been found to

other packing materials, suit the needs of actual
practice. It would ensure

furthermore warp-beams, uniformity of application
wooden and paper-board rolls,by the customs officers ofthe various contracting
which are exported from the parties.
territory of one contract- The express mention of
ing party into the territory railway-owned containers
of another contracting party and Colico folding con-tainers, which, have recent-
in connection with the expor-ly come into use in rail:-
tation of merchandise, or road transportation, ap-

pears desirable since
which are shown to have such containers are not
served this purpose and are generally regarded asstandard commercial con-
returned from the territory tainers,
of such other contracting Articles imported for
party; repairs have been omitted

because it is difficult
(ii) Furniture vans and furniture to distinguish between

lifts used to convey goods, repair and processing.
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including the accessories normally used
in connection therewith, even though such
vans and lifts may carry new loads on
their return journey, and irrespective
of where such new loads may.have been
picked up, except in cases where they
have in the meantime been used for the
conveyance of goods between points lo-
cated. within the territory of such other
contracting party, provided that re-ex-
portation is effected within 6 months;

(iii) Tools, instruments, appliances and me-
chanical equipment exported by an enter-
prise of one contracting party into the
territory of another contracting party
in order to enable members of its staff
to carry out assembly, experimental or
other similar work in that territory,
irrespective of whether the said arti-
cles are imported as an unaccompanied
consignment or are brought in by staff
members;

(iv) Machines, parts thereof and accessories
imported for trial;

(v) Merchandise, excluding foodstuffs and
stimulants, imported for use at ex-

hibitions or sample-fairs;

(vi) Merchandise, excluding foodstuffs and
stimulants, not destined for exhibitions
or sample-fairs and imported for market-
ing from stock;

(vii) Merchandise re-imported after having
been gratuitously repaired under a

guaranty arrangement.



(b) The contracting
parties undertaken Originally the only purpose of the hall-
to exempt from marking regulations as existing in some
any hall-marking countries was to inform purchasers aboutthe nature and fineness ot articles made
requirements sam- of precious metal and to protect produc-
ples of articles ers against unfair competition. Where,however, samples of articles made of pre-
made of preoious oious metal are imported temporarily and
metals which, by not for sale, and have to be re-exported,there is no necessity for such informa-
virtue of Article tion or protection. Any provision sub-
III of the Convén- jecting such samplesto hall-marking re-quirements can serve nothing but protec-
tion te Facilitáte tionist purposes and is not only incon-
the Importation of sistent with the intentions underlyingthe hall-marking provisions but also in-
Commercial Samples consistent with the objectives of the
and Advertising.: General Agreement.
Material of 7 No- in addition, the fact that the provisions
vember 1952, are applied by the various .contracting partiesdiffer widely constitutes a particularly
imported under tem- serious handicap to the importation and
porary duty-free ad_ exportation of samples of articles made

of precious metal, since special samples
mission subject to have to be prepared for each country of
re-exportation,from destination, which causes high costs andconsiderable technical difficulties. As a
the territory of result of the application to the samples
one contracting of all the hall-marks required in eachcountry, the samples frequently become
party into the ter- unusable.
ritory ofanother

Complete exemption of such samples from
contracting party. hall-marking requirements would therefore

contribute to expanding international
trade.
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Proposals

for New Provisions Designed to Develop the Agreement
~~ ~~~ .. _, __ _

Definition of Origin

The contracting parties rocoenize that

the adoption of uniform rules for de-

termining the origin oX goods within
the meaning of this Agreement would
contribute towards facilitating inter-
national trade. The orgin of goods
should therefore be determined by ap-
plication of the following rules:

(i) Tho nationality of goods resulting
exclusively from materials and la-
bour of a single country shall be
that of the country whore the goods
werc harvested, extracted from the

soil, manufactured or otherwise

brought into boing.

(ii) The nationality ot goods resulting

from materials and labour of two

or more countries shall be that of

the country in which such goods
have last undergone a substantial
transformation.

Motivation:

As stated in the ropOrt
of Working Party No 5
at the CONTRLCTING
PARTIES' Eighth Session,
the definitions of the
origin of goods, as used
by the various coun-
tries, diff r consid-
crably, a fact which
in cQrtain cases, ne-
sults in a complication
of international trade
(cf. GLTT Document
G/61 of 22 October 1953).
In order to remedy
this situation at least
to a certain extent
it would appear de-
sirable to include
in thc Gereral Agree-
mcnt, by way of a
recommendation, the
Working Party's draft
uniform rules for
determining the origin
of goods.

(iii) A substantial transformLtor.shali
- inter alia - be considered to
have occurred whcn the processing
results in a new individuality be-
ing conferred on the goods.

ExE1axator; Note:

Each contracting party, on the basis of the
above defihition, may establish a list of pro-
cesses which are regarded as conferring on the
goods a new individuality, or as otherwise sub-
etantiasly transforming them,
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Proposals
for New Provisions Designed to Develop the Agreement

4.Transport Insurance Motivation:
Without prejudice to the In order to transfer the liberal
provisions of Artices principles of GATT also to the

field or maritime transport insur-
XII and XIV the contract- ance it would be desirable if the
ing parties undertake contracting parties by acceptingingparties undertake this proposal would acknowledge
not to apply or permit the principle of non-discrimination
measures which impede in the field of transport insurance.
or prevent the conclu-
sion of any maritime
transport insurance con-
tracts for commodity
movements.



for New Provisions Designed to Develop the Agreement5mmmmmmmmmmmmmmmmmmmmm 5.Restrictive BusinessPratices(Cartels)
1. The contracting parties re- Motivation:

cognize that business prac-
tices which restrain compe-
tition, limit access to mar-
kets or foster monopolistic
control of the market and
which are applied by one or
more private or public en-

The problems caused by international
cartels in the functioning of inter-
national and interstate trade rela-
tions as well as the related prob-
lems of imperfect and distorted com-
petition are commanding increasing
attention in international discus-
sions in the OEEC, in the Council
of Europe and in the United Nations.

terprises controlling the There are more or less two ways of
market or by any combination, how to solve this problem:

agreement or any other ar-

rangement between any such
enterprises may have harm-

ful effects on the trade be-

tween, or production in,

their territories and thus

may interfere with the a-

chievement of the objectives
of this Agreement as laid
down in the Preamble.

2. Each contracting party shall
take appropriate measures

within the framework of its
national legislation and
shall co-operate with other

contracting parties and the

CONTRACTING PARTIES in or-

der to prevent restrictive
business practices of the

type indicated in paragraph
1 in all cases in which
these practices have harm-
ful effects within the

meaning of paragraph 1.

1. The absolute prohibition of res-
trictive agreements;

2. the elimination of harmful res-
trictive practices.

An absolute prohibition of inter-
national agreements for the regula-
tion of competition may neither be
feasible nor desirable because cer-
tain forms of supra-national co-op-
eration among enterprises may exer-
cise valuable functions as a moderat-
ing factor in the removal of govern-
mental trade barriers.

The second course has been taken,
pursuant to Chapter V of the Havana
Charter, by a committee on restrict-
ive business practices set up in ac-
cordance with a resolution passed on
13 September 1951 by the Economic
and Social Council of the United
Nations, the committee having made
concrete proposals for the control
of international cartels (Report of
the Ad Hoo Committee on Restrictive
Business Practices to the .Economic
and Social Council _ E 2380 -). By
decision of the Economic and Social
Council of the United Nations of
July 1953 (E 2508 Resolution supp.
No. 1 - 487 - XVI) the Secretary
General of GATT was invited to make
recommendations regarding the appli-
cation of the proposed agreement.
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3. The following business prac- The Articles proposed herewith for
tices may have harmful ef- supplementing GATT take up the pro-

posals of the UN committee on res-
fects within the meaning of trictive business practices and
paragraphs 1 and 2: provide for their insertion in GATTwith such alterations as are re-

a) Fixing prices, terms or con- quired by the structure of GATT.

ditions to be observed in

dealing with others in the
purchase, sale, or lease of
any product;

b) excluding enterprises from,
or allocating or dividing,
any territorial market or

field of business activity,
or allocating customers, or

fixing sales quotas or pur-

chase quotas;
c) discriminating against par-

ticular enterprises;
d) limiting production or fix-

ing production quotas;
e) preventing the development

or application of techno-
logy or invention whether
patented or unpàtented by
agreements or by coercion
or by the non-application
of technology with the re-

sult of monopolizing any

sector of industry or trade;
f) extending the use of right

under patents, trade marks
or copy rights granted by
any contracting party to
matters which, according
to its laws and regulations,
are not within the scope of
such grants, or to products
or conditions of production,

The proposals are based on the con-
sideration that the obligations as-
sumed by the contracting parties
under GATT for the promotion of
their relations in the field of
trade and industry, e.g. by eliminat-
ing quantitative restrictions and
discriminations, may be rendered
Ineffective and circumvented by
restrictive practices of economic
circles in cases in which such
practices are not considered nec-
essary as moderating instruments.
Therefore, the new Articles bind
the contracting parties to take
measures within the framework of
their national legislations against
restrictive practices if they come
to the conclusion that such prac-
tices have harmful effects on the
trade between their territories
(Paragraph 2).

A uniform conception as to when
harmful restrictive practices exist
will be achieved only if the con-
tracting parties agree on certain
definitions for restrictive prac-
tices and on certain criteria for
the harmfulness of practices.

For the concept of the restrictive
practice there was available a de-
finition in Chapter V Article 46
of the Havana Charter, which subse-
quently was for the most part in-
cluded in Article 1 paragraphs 1
and 3 of the proposal of the UN
committee on restrictive business
practices and forms also the basis
of the present proposal (paragraphs
1 and 3) . This proposal deals i.a.
with such arrangements as, owing to
the restrictions of competition they
contain, may possibly be contrary
to the efforts of GATT to promote
relations between the contracting
parties in the field of trade and
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usé or sale which are likewise
not the subjects of such
grants;

g) any similar practices which
the CONTRACTING PARTIES may
declare to be harmful business
practices within the meaning
of paragraph 1.

4. Any contracting party that con-
siders that in any particular
instance a business practice
exists - whether engaged in by
private or public commercial
enterprises - which has or is
about to have the effects in-
dicated in paragraph 1, may

a) enter into direct consulta-
tions with the contracting
party or parties on whose ter-
ritory or territories the bu-
siness practice is in its
opinion applied, with a view
to agreement being reached
between the contracting par-
ties concerned, on whether a
harmful business practice
within the meaning of para-
graph 1 exists, and if so,
which measures are to be ta-
ken within the framework of
national legislation, in or-
der to eliminate the business
practice in question in ac-
cordance with paragraph 2,
At the same time such con-
tracting party shall inform
the CONTRACTING PARTIES on
its consultations so that

industry as laid down in the Pre-
amble. In accordance with the pro-
posal of the UN committee there
is also the possibility provided
for in paragraph 3 sub-paragraph
g) that the contracting parties
may recognize business practices
as harmful which are not contained
in sub-paragraphs a) to f). More.
over, paragraph 1 contains the
possibility that restrictive prac-
tices which are applied by an in-
dividual enterprise in a monopol-
istic position may be regarded as
harmful. Undoubtedly, the problem
of how to deal with monopolies
and oligopolies will have to be
treated with great care because
of its complexity. In view of the
fact, however, that any decisions
on harmful. practices of such en-
tities and on the measures to be
taken on the basis of the provi-
sions submitted are left to the
contracting parties, it appears
expedient to take up the problem
in this loose form and to gain
additional experience.

For the definition of the term
harmfulness reference is made to
the objectives in the Preamble of
GATT.Thus the contracting parties
are to be given a guiding prin-
ciple for ascertaining whether or
not a restrictive business practice
has harmful, effects. The contract-
ing parties merely recognize that
such harmful effects may occur,
that is to say that it depends on.
each individual case whether such
effects actually exist.

In respect to any action within
the framework of an international
agreement against harmful busi-
ness practices there is the prob-
lem of who is to determine the
harmful effects. For this problem
there are various possible solu-
tions. While in the proposals of
the UN committee on restrictive
business practices, as well as
earlier in the Havana Charter and
in the Draft European Convention
fot the Control of International
cartels, investigations on
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these may satisfy themselves
that all contracting parties
affected by the business
practice in question have.
been invited to participate
in these consultations. If
agreement is reached such
contracting party shall .in-
form the CONTRACTING PARTIES
of the result of the consul-.
tation; or

b) apply directly to the CON-
TRACTING PARTIES, Such con-
tracting partymay/also apply to
them if no agreement has
been reached in accordance
with sub-paragraph a). It
shall furnish information
concerning the type of the
business practice in question
and its allegedly harmful
effects on the trade between
contracting parties in ac-

cordance with paragraph 1.

The CONTRACTING PARTIES shall
on the basis of this informa-
tion and without delay request
the contracting party or par-
ties on whose territory or

territories the practice is
allegedly applied and the
party or parties whose trade
is allegedly affected by this
practice to comment on the
case stating whether the
business practice in question
in considered by it or by them

to be harmful within the mean-

ing of paragraph 1, and which

whether restrictive practices
:have harmful effects are in prin-
ciple vested in an international
body, the proposed supplementary
Article (paragraph 4 sub-para-
graph a)) leaves it in principle
to the contracting parties to
arrive at such findings by way of
consultation. No doubt this pro-
cedure has the disadvantage of
admitting different views on the
harmfulness of restrictive ar-
rangements and therefore consti-
tuting only an imperfect means
of control and if necessary of
amendment or removal of the res-
trictive.arrangements. This pro-
cedure has nevertheless been sug-
gested in this context for the
reason that it is in keeping with
the structure of GATT and offers
the possibility of gaining ex-
perience in controlling inter-
national cartels.

However, in order to remedy at
least in part the said disadvan-
tages. in cases in which despite
the consultation provided for,
considerable differences of opin-
ion persist among the contracting
parties on the harmfulness of
restrictive agreements, paragraph
4 sub-paragraph b) makes it pos-
sible for contracting parties to
inform the CONTRACTING PARTIES of
their differing view, and for the
latter jointly to consult on the
case concerned and, if they reach
agreement on the harmfulness, to
make recommandations for the elim-
ination of the business practice
in question.

In paragraph 5 the restrictive
business practices the field of
services are - on the model of
the proposal of the UN committee
- treated separately in that the
procedure for ascertaining their
harmful effects in accordance
with paragraph 4 can only be in-
stituted and an obligation for
the removal of harmful practices
in accordance with paragraph 2
exists only if they are being ap-
plied.by one or more public or
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measures are intended to be a-
dopted under paragraph 2. On re-
ceiving such comments the CON-
TRACTING PARTIES may upon the
request of any contracting party
investigate on their part wheth-
er a harmful business practice
within the meaning of paragraph
1 existed and, if so, may recom-
mend the elimination of such
business practice in accordance
with paragraph 2.

5. The contracting parties recognize
that certain services, such as
transportation, telecommunica-
tions, insurance and the commer-
cial services of banks, are sub-
stantial elements of internation-
al trade and that any restrict-
ive business practices by enter-
prises engaged in these activi-
ties in international trade may
have harmful effects similar to
those indicated in paragraph 1
and 3.

If such practices are agreed upon
or carried out by one or more

private or public enterprises by
means of agreements or similar
measures, and if these enter-
prises individually or collect-
ively possess an effective con-

trol of economic transactions in
one or more services in two or

more countries, paragraph 2 and
4 shall apply.

private enterprises which exertan
effective controloverthe respective
business transactions between
a number of countries. The nec-
essity of this additional pre-
requisite results from the par-
ticular nature of the services
mentioned.

Intergovernmental agreements on
basic materials as treated in
Chapter VI of the Havana Char-
ter are not covered by the pro-
visions proposed. The.UN commit-
tee on restrictive business
practices studied the question
whether the draft agreement
submitted by it should also be
applicable to governmental and
intergovernmental measures, but
reached the conclusion that the
procedure of investigation sub-
mitted by it had better not be
extended to such measures. The
international body suggested
by it was merely to be givén
the power to direct the at-
tention of the governments
to the effects of these meas-
ures and possibly to make
comments thereon. Since for
the time being no internation-
al authority is provided for
in the GATT which might
exercise such a function,
the insertion into GATT of
an appropriate provision has
been dispensed with although
it is realized that the
question of handling inter-
governmental restrictive
agreements may be of impor-
tance for the contracting
parties. This question might
be taken up again in case
the Executive Secretary's
proposal for the establish-
ment of an Organization is
accepted.
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for New Provisions Designed to Develop the Agreement
6. Reduction of Customs.Tariffs .

1.

2.

3.

4.

B

5.

Motivation:

The contracting parties recognize that In accordance with the
it is necessary for the realization of principle of includingin GATT those provi-
the objectives of this Agreement to sions of the Havana

Charter which are inreduce customs tariffs to the lowest line with the ob-
possible level. The reduction of customs jectives of the General
tariff should if possible be effected Agreement on Tariffsand Trade, it is
by collective action. In special cases desirable in a suitable
(cf. Part B. paragraph 5 and 8) and form to take up thegeneral principles
insofar as collective measures for the for the lowering of
reduction of tariffs are not feasible, tariffs containedin. Article 17 of the
such reduction may be achieved by means Havana Charter. Since
of the reciprocal negotiation of tariff the possibilities ofthe method of negotia-
concessions. tion adopted in Geneva,

Annecy and Torquay of
A. Collective Reduction of Tariffs reciprocally negotiat-

ing tariff concessions
The contracting parties shall endeavour would seem to be more

to reach anunderstanding on a proce- or less exhausted,it appears expedient
dure for the collective automatic re- to provide for the
auction of tarifs. method of collectiveautomatic lowering
Tariff concessions granted within the 0f tarffs astheprimary method. Never-framework of a collective reduction of theless, certain tariff
bariffs may be included in the General negotiations will have

to be conducted also
Agreement or may form part of a sepa- in future in the form
rate agreement. ofthe ciprocal ne-gotiation of tariff

vernments maybenefit by any concessions (negotia-Acceding governments may benefit by any tions with acceding
collective reduction of tariffs only countries as well as
ifter having completed tariff negotia- bilateral negotiationsto be conducted upon
;ons as provided for in paragraph the request of a con-
et seq. a tracting prty). Inso-far as these regula-
B.TariffrocalNegiotiation of I: tons contain predomi-_U&21.iion of Tariff nant.îy teclhmical provi-

Concessions sions they might use-
fully be included in the

ny acceding government shall undertake, Interpretative Notes.
upon the request of one or more contract-
ing parties, to enter into and carry out
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tariff negotiations aiming at the objective
stated in paragraph 1, with each contracting
party so requesting.

6. In order to ensure the success of the tariff
negotiations in accordance with paragraph 5,
the negotiating parties should refrain from
increases in tariffs and other protective
measures inconsistent with the principles of
this Agreement and designed to improve their
bargaining position in preparation for the
negotiations.

7. If in an exceptional case an acceding govern-
ment considers a general revision of its
tariffs prior to the negotiations to be un-
avoidable, it should, in making any such re-
vision, have regard to the principles stated
in paragraph 6. In the event of a change in
the form of tariff or a general revision of
rates of.duties to take account of either a
rise in prices or a devaluation of the cur-

rency, the effect of such change or such re-
vision should be a matter for consultation be-
tween the acceding government and the other
negotiating parties, in order to determine,
first, the change, if any, in the incidence
of the duties of the country concerned, and

secondly, whether the change affords a rea-

sonable basis for a reciprocal and mutually
advantageous conclusion of the negotiations.

8. Upon the request of one or more other con-

tracting parties each government that is al-
ready a contracting party shall enter. into

tarif negotiations with the party or parties
so requesting and shall conclude these nego-
tiations in accordance with the objective
stated in paragraph 1.
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9. For the tariff negotiations provided for in
paragraphs 5 and 8 the rules laid down in
the Interpretative Notes ad this Article
shall be complied with. In conducting such
negotiations the rules of procedure for
negotiations laid down by the CONTRACTING
PARTIES shall be observed. The tariff con-
cessions granted in application of this Ar-

ticle pursuant to negotiations successfully
concluded, shall be included in the General
Agreement on such conditions as may be stip-
ulated by the CONTRACTING PARTIES.

Interpretative Notes ad paragraphs 5 and 8

The tariff negotiations provided for in Part B
of this Article shall be conducted in accord-
ance with the following rules:

a) The negotiations shall be conducted on a

product-by-product basis, which will afford
adequate opportunity to take into account the
needs of individual countries and individual
industries. Negotiating parties shall be
free not to grant tariff concessions on
particular products; they may, however,
grant concessions by reducing the duty or

binding it at its then existing level or may
undertake not to raise it above a specified
higher level.

b) No negotiating party shall be required to
grant unilateral concessions, or to grant
concessions to other negotiating parties
without receiving adequate concessions in
return. Account shall be taken of the value
to any negotiating party of obtaining in its
own right and by direct obligation the in-

direct concessions already embódied in the

Schedules to the General Agreement.
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c) In negotiations relating to any specific
product with respect to which a preference
exists, the following shall apply:

(i) When a reduction is negotiated only
in. the most-favoured-nation rate,
such reduction shall operate automat-
ically to reduce or eliminate the
margin of preference applicable to
that product;

(ii) when a reduction is negotiated only
in the preferential rate, the most-
favoured-nation rate shall automat-
ically be reduced to the extent of
such reduction;

(iii)when it is agreed that reductions
will be negotiated in both the most-
favoured-nation rate and the prefer-
èntial rate, the reduction in each
shall be that agreed by the parties
to the negotiations; and

(iv) no margin of preference shall be in-
creased.

d) The binding against increase of low duties
or of duty-free treatment shall in principle
be recognized as a concession equivalent in
value to the substantial reduction of high
duties or the elimination of tariff preferences.

e) Prior international obligations shall not be
invoked by negotiating parties to avade their
above-mentioned undertaking to enter into ne-
gotiations with respect to preferences, it
being understood that agreements which result
from such negotiations and which conflict with
such obligations shall not require the modifica-
tion or termination of such obligations except (i)
with the consent of the parties to such obliga-
tions or, in the absence of such consent, (ii)
by modification or termination of such obliga-
tions in accordance with their term.
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Proposals__-____

for_Ned Agreement_______

7. Double Taxation

1, Without prejudice to the provi-
sions of paragraph 2 ot this
Article, the contracting parties
shall endeavour, by concluding
special conventions, to estab-
lish rules for the elimination
of double taxation and for the
granting of legal protection and
mutual administrative assistance
in matters relating to tax as-

sessment and tax enforcement.

Motivation:

The conclusion of double
taxation conventions be-
tween the contracting
parties to the General
Agreement would appear
to be in the interest of
all contracting parties,
since such conventions
tend to promote mutual
trade and to increase
exporte.

2. Taxes in respect of income de-
rived by enterprises operating
ship or aircraft, whether owned
or chartered, shall not be im-
posed except in the country in
which such enterprise is managed
and controlled. This provision
shall not apply
a) to turnover taxes and other

taxes an transactions and
traffic,

b) in cases where a different
arrangement has been made by
two countries in a convention
for the avoidance of double
taxation.
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f _orNewP_roviins__Degnedi _ o DeveploteAgreem __t

8F Preedom of Establishment

The contracting parties will make
arrangements among each other con-

cerning freedom of establishment,
in order mutually to exempt to a

large degree from restrictions of
any kind the economic activities
in their territories of nationsl
and companies of the other con-

tracting parties.

Motivation:

It would be desirable in
the interest of the deve-*.
opment and further in-
tensification of trade
relations to extend the
liberal principles of
GATT lioe to the free-
dom of establishment
and by accepting this pro-
posal to prevent the
application of measurs
discriminatory in law
or in fact.

---I


