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CONTRACTINGPARTIES
Ninth Session

REPORT OF REVIEW WORKING PARTY I
ON QUANTITATIVE RESTRICTIONS

(continued)

PART III. QUANTITATIVE RESTRICTIONS APPLIED FOR
REASONS OTHER THAN BALANCE OF PAYMENTS OR

ECONOMIC DEVELOPMENT

I. PROPOSED AMENDMENTS TO ARTICLE XI

66. The Working Party considered various proposals for improving the provisions
governing the application of restrictions under Article XI, in particular
proposals by the Deominican Republic delegation (W.9/128) and by the Danish
delegation (L/273). It considered that these proposals cont.ained interesting
suggestions but that it was not desirable, at this stage, to amend the
provisions of Article XI or related provisions, since most of the points were
covered by the existing provisions of the Agreement. On the other hand,
it was felt that some of the specific suggestions would complicate unnecassarily
the procedures provided for in Article XI while others would duplicate or
deviate from the non-discriminatory provisions of Article XIII.

67. The Working Party agreed, however, to insert in this report brief agreed
statements which would clarify some of the points that the proposed amendments
were intended to cover. It might be useful, for instance, to re-affirm
that the maintenance or the application of a restriction which went beyond
what would be "necessary" to achieve the objected defined in paragraph 2(b) or
2(c) of Article XI would be inconsistent with the provisions of that Article.
This is made clear in the text of those provisions by the use of the word
"necessary". Restrictions related to the application of standards or regulations
for the classification, grading or marketing of commodities in international
trade which go beyond what is necessary for the application of those standards
or regulations and thus have an unduly restrictive effect on trade, would
clearly be inconsistent with Article XI. Moreover, if import restrictions
of the type referred to in paragraph 2(c) were to be applied after the
governmental measures referred to in that paragraph had ceased to be in force,
those restrictions would no longer be necessary for the enforcement of those
measures and would therefore be inconsistent with the provisions of that
paragraph.
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e8. It was also recognized that if restrictions of the type referred to in
paragraph 2(c) of Arti le XI were applied to imports during.that part of the
year in which domestic supplies of the product were not available, such
restrictions would be regarded as consistent with the provisions of the
Article only to the extent that they were necessary to enforce or to achieve
the objectives of the governmental measures relating to control of the
domestic product, Finally, it was recognized that it would be an abuse of
intent Of the provisions under paragraph 2(c)(1) of Article XI if the
contracting parties were to apply restrictions to processed products exceeding
those "necessary" to seure enforcement of the actual measure restricting
production or marketing of the primary product.

69. As regards the additional procedural provisions suggested by the Danish
and Dominicaf Republic delegations, the movers oa those amendments agreed
to withdraw their proposals in view of the statements reproduced in
paragraphs 70 azd 1 blrow.

70. The requirement that exy contracting party applying restrictions
pursuant to paragraph 2(c) should give public notice of the quantities or
values to be imported should be coxstrued as requiring that contracting
party to send a copy oa that notice to the CONTRACTING PARTIES (or the
Organization) which would circulate this information to all contracting
parties concerned.

71. The Working Party recommends that, whenever practicable, a contracting
party intending to introduce restriftions pursuant to paragraph 2(c) oa
Article XI should give advance notice, on a confidential basis, to interestod
contracting parties and to the CONTRACTING PARTIES (or the Organization)
so as to give them an opportunity for consultation.

72. Regarding the proposed addition of a provision to the effect that the
CONTRACJING PARTIES may require a contracting party resorting to Article XI
to consult with them, the Working Party came to the following conclusion:
if the CONJRACTING RAMIIiS approved thI proposed amendment to Article XXI
which would enable any contracting party to request the CONTRACING PARTIES
(or the Organization), to call in consultation another contracting party
regarding any Natter relating to the administration of the Agreement, the
need for a special procedure within tee framework of Article XI would sorve
little useful purpose. The proposals for amendments were withdrawn on the
assumption that the new text of Article XXII would be approved by the
CONTRLCTING P.RTIES.

73. The Working Party examined a proposal by the Swedish delegation (L/275)
to iArert two interpretftive notes to ixticle XI. One oa these would be
to the effect thaw the terms of sub-paragraph 2(a) -ould cover temporary
export restrictions applied to meet a considerable rise in domestic prices
of foodstuffs due ti a rise in prices in other countrfes. The Working Party
was of the view that to the extent that the rise in prices was associated
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with acute shortages of the products in question, as it normally would be,
the action envisaged in the Swedish proposal, whether affecting foodstuffs
or other products, was clearly covered by the terms of that sub-paragraph.
The other proposed note would have indioated that the provision of sub-
paragraph 2(c) was applicable to surpluses of grain made available as
feeding-stuffs free of charge or et reduced prices to small holders and
similar categories with a low standard of living. The Working Party
considered that such an interpretative note was also unnecessary;. the case
is clearly covered by the terms of that provision.

74. Finally, the Working Party agreed that it would not be desirable to
write into Article XI a procedure for dealing with cases of deviations
from the provisions of that Article as the remedy for such cases was already
contained in the provisions of Articles XXII and XXIII of the Agreement.

Il. TRANSITIONAL PROBLEMS CONNECTED WITH THE ELIMINATION OF IMPORT
RESTRICTIONS MAINTAINED DURING A PERIOD OF BALANCE-OF-PAYMENTS
DIFFICULTIES

75. The Working Party considered in detail the type of problems which some
contracting parties may have in connexion with the elimination of the import
restrictions which they have been applying for a number of years for balance-
of-payments reasons. The Sub-Group concluded that it would be undesirable
to deal with such problems which are essentially of a temporary nature by
means of an amendment to the provisions of theAgreement,even in the form of
transitional measures. The Sub-Group considered various suggestions in
order to give at this Session to the contracting parties concerned the
necessary assurances that a reasonable solution for such problems would be
found when the need for a special dispensation would arise. It came to the
conclusion that the most appropriate solution would be for the CONTRACTING
PARTIES to adopt at this Session a decision in accordance with Article
XXV:5(a). That Decision would waive obligations of Article XI to the
extent necessary to allow the temporary maintenance of import restrictions
required to overcome these transitional problems subject to the prior
concurrence of the CONTRACTING PARTIES in the maintenance of each restriction
and to the compliance of the applicant contracting party with certain conditions.
The text of the Decision is contained in Annex II to this Report.

76. The adoption of the attached Decision by the CONTRACTING PARTIES does
not, of course, preclude any contracting party, if it wishes, from availing
itself of the provisions of Article XXV:5(a) instead of availing itself of
the facilities provided by this Decision. Such procedure might be appropriate
in the case of Luxemburg whose representative submitted that the difficulties
of his country could hardly be met by action under the Draft Decision.
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77. The French representative did not agree with the approach adopted by the
Working Party and felt that requests for a waiver of Article XI should be
considered by the CONTRACTING PARTIES as soon as they were made by the
contracting parties concerned and that when considering such requests the
CONTRACTING PARTIES should base their action on established precedents.

78. In the course of the discussion, the representative of Belgium asked
certain clarifications from the Working Party regarding the applicability
of the draft decision annexed to this Report to the special circumstances of
Belgium and requested that the answers to his questions be recorded in this
Report.

79. The Belgian representative asked whether a country like Belgium which
had ceased to be in balance-of-payments difficulties at the time the.
Decision was adopted by the CONTRACTING PARTIES, could be eligible under
that Decision. The Working Party made it clear that nothing in the
Decision would prevent a country in the position of Belgium from availing
itself of the facilities of the Decision in accordance with its provisions.

80. The Belgian representative wished to have an assurance that, when they
consider applications under the Decision, the CONTRACTING PARTIES would
take due account of the particular features of the restrictive system of the
applicant country, especially as regards the undertakings to be accepted
and the requirements to be met. The Working Party recognized that the
Belgian case, as regards agricultural products, was a special one in the
sense that the main supplier of most of the products on which it was
maintaining import restrictions was a partner with it in a customs union
which, under Article XXIV, has to be treated as a single customs territory,
and that the trade in those products is regulated inside Benelux by special
arrangements between the partners of that customs union. It noted also
that the CONTRACTING PARTIES have to concur in each case and, therefore,
to consider all cases on their merits subject to the terms of the Decision.
Moreover, the notes relating to paragraphs A:3(c) and B:3 were intended
to introduce as much flexibility as appeared appropriate in the application
of those provisions and indicated clearly the spirit in which the
CONTRACTING PARTIES would apply those provisions to individual cases. The
Working Party felt that these notes went a long way to meet the problem
raised by the Belgian representative.

81. The Working Party confirmed that the Decision would enter into force as
soon as it is approved by the CONTRACTING PARTIES and that Belgium could
submit its application immediately after that approval,

82. The Belgian representative asked whether it would be possible to submit
an application during an intersessional period. The Working Party agreed
that, if an application were submitted when the CONTRACTING PARTIES were not
in session, the applicant contracting party would be entitled to expect
that its application would be dealt with promptly and was of the opinion
that the intersessional procedures were adequate to ensure this result.
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83. The provisions of the attached Decision are available to all contracting
parties to the General Agreement without distinction. It was, however,
pointed out by a number of representatives of under-developed countries that
contracting parties which would operate under Section B of Article XVIII
might face problems of the type described in the Preamble of the Decision, a
substantial time after the date of 31 December 1957 which is specified in
the Decision. These representatives pointed out that their governments would
need an assurance from the CONTRACTING PARTIES that, should these problems
arise and having due regard to the terms of the Preamble of the Decision,
they would receive treatment as favourable as it is now proposed to grant
countries expecting to avail themselves of the facilities under the Decision
by the time specified.

84. The Working Party recognized that those countries might face problems of
this sort in the future. It concluded, however that, as these countries,
or many of them, expected to be availing themselves of the provisions of
Section B of Article XVIII for a considerable time to come, it would not be
appropriate to provide in this Decision for problems which might only arise.
at the and of that time by an extension in advance of the validity of the
Decision beyond what is now contemplated.

85. In view of the foregoing, the Working Party recommends that, in order
to give an assurance to the governments concerned, the CONTRACTING PARTIES
should formally place on record, by the adoption of this Report, that if
problems of that sort should arise in the future for the countries in question,
they will accord such contracting parties consideration as favourable as that
accorded by them to the problems with which the Decision is intended to deal.

86. The Working Party decided further to insert in this report agreed
statements which would serve as a guidance to the CONTRACTING PARTIES when
they are called upon to act under the Decision.

87. The intent of paragraph A 1is to indicate that the request for
concurrence should be sent to the CONTRACTING PARTIES a reasonable time
before the country expects to be in a position to withdraw restrictions for
balance-of-payments reasons, in order to give to the contracting parties
sufficient time to consider the request before the provisions of Article XII
are no longer applicable to the applicant contracting party and thus to avoid
any breach of the Agreement through delays in the procedure. It would be
reasonable to expect that the request would be made at least one month
before the country expects to remove its balance-of-payments restrictions.

88. The provsion of paragraph A.2(c) is intended to limit the benefit of the
Decision to restrictions which are clearly of a temporary or transitional
nature. It would not, however, exclude from the scope of the Decision cases
in which the success of the measures designed to eliminate the restriction
would depend to a certain extent on factors beyond the control of the applicant
contracting party, when the CONTRACTING PARTIES are satisfied that the
assumptions on which the assurances given by the applicant contracting party
are based are reasonable.
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89. The Working Party recommends that, when they approve the text of the
Decision, the CONTRACTING PARTIES place on record their agreed interpretation
of the provision contained in paragraph A.3(c): "The requirement that the
applicant contracting party will carry out a policy for a progressive
relaxation of each restriction does not necessarily oblige that contracting
party to increase automatically each year the amount to be imported, provided
that the CONTRACTING PARTIES are satisfied that the policy followed will lead
to the elimination of the measure as called for under that paragraph. The
provision of that paragraph would not prevent the CONTRACTING PARTIES from
waving that requirement in an exceptional case where they would consider
that the conditions and limitations contemplated in Section B would render
this requirement unnecessary."

90. The Working Party recognized that, in certain cases, the licensing
arrangements are such that it would not be practicable to communicate in
advance the actual amount to be imported during the following licensing
period as is provided for in paragraph B:3; in such cases, the contracting
party would be expected to communicate equivalent information regarding the
licensing arrangements for that period.

91. The Working Party recommends to the CONTRACTING PARTIES the adoption
of the Draft Decisionannexed to this Report.
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ANNEX II
DRAFT DECISION DEALING WITH THE PROBLEMS RAISED FOR
CONTRACTING PARTIES IN ELIMINATING IMPORT RESTRICTONS
MAINTAINED DURING A PERIODOF BALANCE-OF-PAYMENTST

DIFFICULTIE¹z

CONSIDERING htat all contracting parties have accepted an obligation
not to institute or maintai 'any prohibitions or restrictions on imporse
other than duties, taxes or other charges, whether made effective through
quotas, licences, or othe 'measures, except in so far as resort to sc¢h re-
strictions is specifically provided for in the General Agreement;

CONSIDERING further that deviation from this obligation wuild impair
the value of tariff concessions enjoyed by contracting parties and generlLly
prejudice the interested of contracting parties;

BEING CONVINCED that contracting parties which have been obliged, for
balance-of-payments reasons, to maintain restrictions, should, without
delay take lal the necessary measures which would enable them to remove
lil restrictions as.soon as they are no longer justifie .under Artcule XII
or any other provision of the Agreement;

ERCOGNIZING, however, that in certain cases restrictions have been
maintained during a period of persistent balance-of-payments difficulties
spreading over a nubmer of years, and that some transitional measure of
protection by means of quantitative restrictions may be required for a
limited period to enable an industry having received incidental protection
foem those restrictons which were maintained during the eoro d of balance-
*f-payments df'fcCl1ties to adjust itself to the situation which would eo
creaedi by remoael of torse restrictions.

The CONRAÀCTING PARTIES, acting pursuant to paragraph 5(a) of
Article XXV,

A. DECIDE that, subject to the concurrence of the CONTRACTING PARTIES
in each case, the obligations of Article Ii shlll be temporarily waived
to the extent necessary to allow the maintenance of a restriction applied
on the import of one or more products to meet the exceptional circum-
stances described ln the Preamble above, provided that the application
oer concurrence in such restriction shllL meet the requirements outlined
in paragraph 2 below, and that the applicant contracting party is prepared
to accept the undertakings set forth in paragraph 3 below, and provided
further that the decision to give such concurrence shall be taken by a
mjJrtity of votes cast²'

Th e eolilan,Fveonch and Indian repeasentai.ves reserved their position
on the Decision as a whole.

2 The Cuban representative reserved his position.
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1. The applicant contracting party shall communicate its request
for concurred ce to the CONTRACTING PARTIES before it ceases to be
entitled to maintain the restrictionunder the relevant provisions
of the General Agreement to safeguard its external financial position
and its balance of payments, and in any case not later than 31 December
1957, provided that CONTRACTING PARTIES may, by a decision approved by
the majority specified in paragraph 5(a) of Article XXV, extend the
time limit by fixing a later date. That request shall be accompanied
by the necessary information to enable the CONTRACTING PARTIES to
satisfy themselves that the request meets the conditions laid down in
this Decision.

2. The applicant contracting party shall satisfy the CONTRACTING
PARTIES :-

(a) that the restriction has been continuously in force since
1 January 1955, and that its sudden removal would result in
serious injury to a domestic industry having received incidental
protection therefrom, and that the temporary maintenance of the
restriction is necessary to enable the industry to adjust itself
to the situation which would be created by the removal of the
restriction.

(b) that it would not be practicable at the time the request for
concurrence is put forward to resort to any measure consistent
,with the provisions of the General Agreement to achieve the
objective set forth in sub-paragraph (a) above; and

(c) that, in view of the measures already taken and of those to be
taken under sub-paragraph 3(a) below, there is a reasonable
prospect of eliminating the restriction over a comparatively
short period of time.

3. The applioant contracting party shall agree to undertake:

(a) to develop and apply appropriate measures designed to ensure
the elimination of the restriction within the period referred
to in paragraph 2(c) above;

(b) to grant to other contracting parties as from the time the con-
currence in a restriction is given, a fair and reasonable share
of the market for the product concerned and at least to allow
imports representing a total share of the market as favourable
as that obtaining on the average during the preceding three years,
provided that the total restrictive effect of the measure shall
at no time during the period for which concurrence has been given
exceed the effect of the restriction in force on 1 January 1955;
and
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(c) that it will carry out a policy for a progressive relaxation of
each restriction and for its elimination before the end of the
period referred to in paragraph 2(c) above.

B. DECIDE further that any concurrence which the CONTRACTING PARTIES
may give in accorance with this Decision to meet the exceptional circum-
stances described in the Preamble to this Decision shall be subject to
such conditions and limitations of scope or time as they shall determine
to be reasonable and necessary, having regard both to the information
provided by the applicant contracting party and to the considerations set
out in the Preamble. Such conditions and limitations shall include the
following:

1. No concurrence shall be given for a period exceeding five years
from the date it is granted.

2. No restriction, the maintenance of which is authorized in
accordance with this Decision, shall be administered in a way
inconsistent with the provisions of the General Agreement re-
lating to the non-discriminatory application of quantitative
restrictions, or, in the case of a restriction made effective
through state trading, with the provisions of Article XVII of
the Agreement.

3. The contracting party concerned shall communicate regularly to
the CONTRACTING PARTIES the total amount of the product the
importation of which will be authorized by it during the following
licensing period in order that they may satisfy themselves that
the undertakings required under paragraph 3(b) and (c) of Section A
above are being complied with.

4. The contracting party concerned shall further submit an annual
report to the CONTRACTING PARTIES in such detail as may be
required, and setting out:

(a) the progress made in the relaxation of the restriction
authorized;

(b) the result of the measures taken to ensure the elimination
of the restriction;

(c) any change it may be proposing in the method of application
of the restriction; and

(d) if it is found necessary to maintain the restriction, the
reasons for such maintenance.

5. On the basis of that report and of any other data which may be
submitted to them by other contracting partes, the CONTRACTING
PARTIES shall review annually the operation of the restrictions
authorized in accordance with this Decision. If in the course
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of such a review, they find that the application of any
restriction is no longer consistent with the conditions and
limitations imposed by then or with the undertakings given
by the contracting party concerned in accordance with this
Decision the concurrence covering that restriction shall cease
to be valid after a date specified by the CONTRACTING PARTIES
unless the application ot the restriction is brought into
conformity with the terms of the concurrence by that date.

[C. The CONTRACTING PARTIES AGREE,that any concurrence given in accordance
with this Decision does not preclude the right of contracting parties
affected to have recourse to Article XXIII.]

-

--


