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1. The Trade Negotiations Committee at its meeting on 7 February 1974; decided that
a Group should be established to deal specifically with non-tariff barriers. The
Trade Negotiations Committee on that cccasion also drew up a general programme of
ipreparatory work of an analytical and statistical nature'. This work programme
provided that Group 3(b) inter alia should continue the work on export subsidies and
on countervailing duties already put in hand in Working Group 1 of the Committee on
Trade in Industrial Products. 2

2. The Canadian delegation thought that other members of Group 3(b) might find it
ugeful if they were to have available to them at this time a memorandum which would
describe the nature and extent of the problems which face the pariticipants in this
area and which would also set out some of the options as perceived by one delegation.
The Group might wish to consider these options if it is considered timely to examine
new arrangements, either under the General Agreement or under any other understanding
that might be reached in the course of the negotiations, respscting the imposition of
countervailing dutizs.

3. The present memorandum is put forward by the Canadian delegation to assist the
Group in its preparatory work on this subject. It is a discussion paper only and
should not be regarded as necessarily reflecting the views of the Canadien Government.
Nor is it intended in any way to prejudge the scope or content of future negotiations
which may be undertaken on these matters in the Trade Negotiations Committee or any
other forum.

Problem

4. It is cleer that governments in all countries are relying increasingly on
incentive programmes to achieve their goals of realizing and enhancing the efficilency
of their domestic industries. Some are clearly related solely to export performance,
others arc designed to support domestic industrial development. In certain circum-
stances these industrial development programmcs may also have significant exportd
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stimulcting or import rceplacing cffects. In order to protect themselves against
the impact of inflows of subsidized products from othcr countries which these
programmcs may give rise to, some countries hove enacted legislation to permit
their administrative authorities to apply countervailing duties to offset the:
direct or indirect poyments of bounties, grants or subsidiecs. '

5. The key provisions of the GAIT covering the imposition of such duties are
contained in Article VI. This Article clso deals with the imposition of anti-
dumping duties. The provisions of the Article, of course, were drafted at a time
when there was, generally speaking, less government involvement in industrial or
regional development and in cconomic development programmes generally. The cire-
cunstances of today are very different from those envisaged when the countsr-
vailing duties provisions of Article VI were drafted. Both for this reason, and
because it is clear from recent experience ‘that the application, or threat of
application, of countervailing duties can result in dangerous and iundeed divisive
confrontations betwecn governments, it may be timely to undertake a thorough
review of the international provisions governing the application of countervalllng
duties.

ij_ec five

6. This memorandum attempts to set out some of the considerations that will neced
to be teken into account in any review of existing GATT provisions. It also
examines some of the key elements which would have to bc considered in the course
of such & review. Finally, it attempts to list - and to examine briefly - a
number of options or alternative approaches which mlght serve as a basig for
future discussion in the Group.

Con31deratlons

. > > -

7. While the provisions of Article VI concern themselves with both anti-dumping
and countervailing duties, the two measures are, in reality; quits different.
They -address themselves to different problems. Article VI:l defines dumping as a
process by which products of one country are introduced into the commerce of
_another country at less than normal value of the products’. The purpose of anti-
dumping duties, thercfore, is to deal with the discriminatory pricing practices
of individuel firms in international commerce. It can, therefore, be conceived
as being the counterpart in commercial policy of domestic laws which have the
effect of forbidding or controlling the practice of price discrimination in
internal commerce. The Hobinson-Patman Act of 1936, for erample, empowers the
Federal Trade Commission in the United States to issue restraining or prohibiting
orders to deal with discriminatory pricing practices in domestic commerce. There
are similar provisions in the domestic laws of other countries.
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8. liorcover, the provisions of Article VI of the GATT (and presunably nost
anti--duping systeas) do not concern themselves with vhether or not the dis-
crininotory pricing practices uere facilitated by a subsidy extended by a foreign
moveriient or one of its apencies. The essence of the determination as to whether
there is dumping is whether or not "the price is less than the comparsble price

in the ordinary cowrse of trade for the like product when destined Tor consumption
in the exporting country".. This is a question of fact acbout the »nricing nractice
of an individual business enterarise.

9. By contract, countervailing duties arc desigmed to offset assistance provided
by soverunents. Article VI:3 specifically stotes that the term %ecuntervailing
duty" sholl be understood to mean "a speciel duty levied for the purnose of
offsetting any bounty or subsidy bestowed, directly or indirectly, on the
nanufacture, production or export of any merchandise®™. liost bounties or sub-
sidies, are, in fact, paid from the public sector;subsidies are payments made by
governental (or quasi--governmental) agencies.

10. It is recornized in the Article, of course, that there may be transactions
where both subsidization and dwiping exist. Paragraph 5 provides that no product
"shall be subject to both enti--dwnwing and countervailing duties to comnensate

for the same situection of dwuping or export subsidization". The Article, therefore,
drauws o clear line of distinction between the two concepts. In relation to both
types of specicl dutics, there is the requirenent that such duties shall not be
imposed oxcept when the imports in question ore causing or threatening material
injury to an esteblished industry or ars meaterially retarding the cstablishment

of o douestic industry. This is presumably the princinel reagon why the two duties
are Gealt with in the same Article of the General Aareement,I

11. Another reason is that in necny countries provisions for both tyves of duties
are contained in the sane legislsiion. But the two duties are conceptually
distinet. Thoy arc designed to deal with difforent situctions: one involves
essentlally comaercicl decisions by individucl firms tc engeme in discrininatory
pricinm; the other addresses itsclf to o situation in which imworted moods may
be held to bLenefit firom some cubsidy from the government of an exporting country,
presuiebly in pursuit of policy objectives of the government and legislature of
that country.

lThc provisions of the Havana Cherter (Article 34) covered both tynes of
measures in the same irticle. It mzy well be that the attempt to deel with both
types of situation in the same Avticle has hed, on balconce, a perverse effect.
Certainly the discussicn both in the Working Party on Otheir Barriers to. Trade in
1955 (BISD, 3rd Swynloment) oné in the deport of the Grous of Experts which met in
1959 and 1960, was alimost vholly concentrated on anti-duming duties ond the
subject of countervailing duties occupied only a few pacasrephs at the ond of the
second report of the Group (BISD, 9th Supplement, »ages 200 201).
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12. Because of the very real differences between the two measures, members of the
Group might conclude that different ground rules and agreed procedures might be
needed to regulate the use of countervailing, as distinct from anti-dumping
duties. Because the former involves the use of measures by one government to
offset or counter measures of another government, a different approach may be
required than for anti-dumping duties where the injured party is a particular
industry and the remedial measure is directed against an individual firm or firms
in other comntries. There is no a_priori reason, therefore, why solutionse
appropriate to the internmational regulation of the use of anti-dumping duties
should necessarily be the most appropriate or effective in determining inter-
nationally-agreed rules governing the use and application of countervailing duties.

13. It is also clear that the drafters of Article VI had in mind that couniries
should. not resort to countervailing duties without carefully assessing the

impact of the imports benefiting from the alleged subsidy. Prior to imposing
countervailing duties, contracting parties were required to assess whether or

not the imports in question were causing or threatening material injury by reason
of their being subsidized. Only in the event that this was established as a
matter of fact was the application of countervailing duties allowed. The Group
of Experts was quite categorical on this point. In their view it was "essential’
that countries should avoid the 'immoderatei use of either anti-dumping or
countervailing duties. They added that "these duties were to be regarded as
exceptional and temporary Teasures to deal with specific cases of injurious
dumping or subsidization’.~ Quite apart from the problems of judgement that

arise in respect of determinations of injury in particular transactions and the
further problem of ensuring that domestic legislation and administrative practices
do accurately reflect what has been agreed internationally, there is the additional
difficulty that in respect of countervailing duties, the government of

one country, relying on the Protocol of Provisional Application, does not consider
itself to be bound by the injury provisions of Article VI. It is understood

that the govermmeiit of that country has appliea the provisions of its counter-
vailing duty legislation in response to complaints by firms or associations who

181D, 8th Supplement, page 145.
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see thenselves being adverscly affected by imrorts of vhet are considered to be
subgidized goods. It is not clear that in all cases the imposifion of such duties
would have been justified if = material injury test had epplied.” 4 meeningful
definition of matericl injury is obviously o key matter for consideration in

the course of any negotiations in this wmrea.

14. apreement on the range and extent of subsidy programmes which ere relevant
to the ripghts and obligations now set out in Article VI is also criticcl. The
Article speaks of Mexport subsidization" and snecifics that the masrimum amount

of duty that can be levied should not exceed "the estimated bounty or subsicdy
deternined to have been mranted, directly or indirectly, on the mcnufacture,
production or export of such product". This definition uay be adequate in
dealins vwith transactions in which poynent or aucunt of subsidy is related to the
demree or extent of exnort perforiicnce. There is much rore uncertainty concerning
its apnlicability in cases where there is no commexion in policy ené nrogramme
terus between the sranting and Hayment of the subsidy and c:nort nerformance.’
The ugse of eiplicit or clearly identifisble expyort subsidies is much less common
today, particwlarly in developed countries, than it was in the years prior to the
drafting of the General Agreoment. There were o number of classic cases,
narbiculerly in the 1930's®™ of subsidies desimmed to encowrage oxporvs,; and
preswuiebly these were uppermost in thé minds of the drafters when they tried to
freme opopropriate provisions to wermit countries to protect themsclves against
such wactices when they caused or threatened injury to Comestic industries. In
the last twenty--five yeors the scope, variety and nolicy objectives of domestic
subsidy programmes hove expandecd considerably. Subsidies todey are used in
supnort of a wide variety of movernment objectives. Thesc include brocd social
and econoitic progrommes dealing with such matters as overall incdustuicl
develonnent, encourzgement of particular nanulfocturing (or resource) industries.
apriculture, regionel develonment, nationel transporiction and mandower trainins.
Governnents consider meny of these prosrounes os esscenticl to their countries!

lAuthority for the impesition of countervailinm duties in the United States
is contained in Section 303 of the United States Tariff fAct of 1630. Since the
lemislotion predates the Gencrei Aproenent, thic Unitel States Gove:inuent has
taken the position that it is not required wo adhere te the injury »rovisions of
Article VIi. In soue veecent cascs, notably the action ogcinst imports {roa the
liichelin Tire lanufacturing Comwony of - Canade, it is cdoubtful that moterial
injury or threat of matericl injury could hove becn established in view of the
snall -roportion of the United States market for tyres vhich might h:ove been taken
by iivorts from liichelin.

“Sec G.A. Elliott, Tariff Proccdures cnd Irade Poavyiers - Univercity of
Toronto Press, Toronto, 1955, o. 174, ¢ DISD, vol. IV, Amnex I, Ad asrticle VI,
re multisle cwrrency nractices.
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economic developmeni. Some of these programmes undoubtedly have an effect on
international trade, whether it bs on imports or exports. Few of them, however,
are linked directly or indirectly, to the achievement of particular export or
import replacement targets. But there are probably few goods moving in inter-
national trade today that have not benefited in one wey or another from government
assistance. If virtually all goods are subsidized then the key question is what
types of subsidies should occasion ths possible use of countervailing duties? On
this, Article VI is quite explicit: it is only those subsidies defined in that
Article and that give rise to injury that can properly be offset by a special
duty.

15. Finally, because the application of countervailing duties by one country is
specifically designed to counter the impact of another government's programmes,
there is congiderable scope for conflict bstween governments. In many cases

where countervailing duties are imposed both governments may be subject to domestic
political pressures to take offsetting actions, and thus the danger of misunder-
standing and escalatiocn of the dispute can bn very real. Members of the Group

may wish to examine, therefore, vinether thcre should be new arrangements for
consultations between governments and whether such arrangerents might assist in
avoiding the unnecessary use of couitervailing duties.

16. The above conciderations sugzest that therc are a number of questions which
merit fuller examinaticn belore any atuvempt is made to decide on the form of any
new commitments or undcrstandings with respect to the application of counter-
vailing duties. The problems which seem to warrant careful consideration by the
Group may be subsuncd under three headings:

(a) Questions rclated to the concept of material injury.

(b) Range of cubsidies to be covered.

(¢) Provisions for consultatiocns between governmerts.
o

Material injury

17. R ivrence has ~lr.ody bes. ids to the ir-zxtance vhich the drafters of
Article VI and subsaguently the Group of Expercs attached to the requirement for
an injury test. ihc. question ar’ 32s wheihor the existing provisions are

sufficiently precise. It as the view of the Group of Experts in 1959 that it
was not possible to arrive at precise definitions or sets of rules.l 1In drawing
up the Anti-~dumping Code, thz participants ielt a need to try to specify more
precisely what was intended. Article 3 of the Code provides that a determination
of injury shall be made only vhen the "dumped imports are demonstrably the

818D, Eighth Supplement, p. 1%0.
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principal cause of material injury" and that the evaluation of the effects of the
dumped imports on the industry in question shall be studied by reference to the
important (and obvious) indices of the economic activity of an industry. There is
no definition of injury as such or of the adjective material.

18. Experience since the adoption of the Code demonstrates that fundamental
differences exist between governments with respect to case and frequency with
which injury or threat of injury is found, especially those governments that use
their anti-dumping legislation most extensively.~ It has not been possible to
reach any significant measure of agreement on these matters in the GATT
Anti-Dumping Practices Committee. ' The Group may, therefore, want to consider
whether any agreement may be requi.ed to ensure a broader measure of understanding
on the meaning of the injury provisions of Article VI and & commitment by the
participants to make determinations of injury in a meaningful and more nearly
uniform way in respect of the use of countervailing duties.

19. Associated with the general definition of injury are questions concerning
what effectively constitutes an "industry" and a "regional market". Both are
important in assessing whether or not imports are injurious in a given instance.
Here again the Anti-Dumping Code attempted tc achieve a greater degree of
precision. Article 4 says that the term "domestic industry" shall be interpreted
as referring to the domestic producers as a whole or those whose output constituteés
"a major proportion of the_total dnmestic production of the like products", but

in exceptional circumstances (as described) a country may be divided into two or
more competitive markets and the producers in each market regarded as a separate
industry. Both concepts have proved difficult to interpret and, in some instances,
have been applied in very restrictive manner by some signatories to the Code.

Here again there is clearly room for improvement with respect to the application
of these terms in any understandings which may be reached regarding the use of
countervailing duties.

20. Finnlly, the question has been raised from time to time as to whether or not
there should be quantitative thresholds or minima respecting the magnitude of

the increagse in imports or their impact on domestic employment or producticn as
measured by the sorts of indices noted in the Anti-Dumping Code. It has also
been suggested that there should be some ranking in importance of the various
criteris set out in Article 3 of the Anti-Dumping Code. Members may wish to
consider whether it would be advantageous to set thresholds or to provide for a

1In one recent case in the United States threat of injury was found even
though the product in question was in short supply and the effect of levying
anti-dumping duties on imports was likely to reduce imports and hence accentuate
shortages and price proessures. See letter of 27 March 1974 from Chairman of Cost
of Living Council to the Chairman of the Tariff Commission re lead imports from
Australis and Canada.

2See Rodney de C. Grey, The Development of the Canadian Anti-Dumping System,
Private Planning Association of Canada, 1973, pages 44-49.
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ranking of criteria. If so, it would also be neces.ary to find some method of
reaching agreement on the appropriate ranking end thresholds.

21. Members of the Group would also want to consider whether such threshold

levels would come to be regarded as trigger points and, thus, the new international
agreement would have the perverse effect of bringing about virtually automatic
injury determinations whenever the minima were determined to be met. The question
is whether greater precision will be worth the price.

Subsidieé

22. There has been comparatively little discussion in the GATT as to what
constitutes a esubsidy liable for countervailing duties action under Article VI:3.
The point has been made above that govermments today use a wide variety of subsidy
measures, few of which are clearly linked to export performance but which,
nonetheless, often have a significant impact on imports or exports.” Therefore,
the question ic whether the term "subsidy" in Articls VI:3 should be given a

broad or & narrow interpretation for purposes of the application of countervailing
duties or of whatever arrangements may be agreed upon in this comnexion. The
subjeet clearly requires much more detailed consideration.

23. The Group of Experts were not able to agree as to whether "subsidies" covered
only those that had been granted by govermments or semi-govermmental bodies, Some
felt that the term should also cover bounties and grants by private yodies,?
Participants may wish to consider this question again.

2. There is no clear understarding among contracting parties about the relation-
ship of Article VI to Article XVI of the GATT. Article XVI deals with subsidies
in a more general way.. It was the view of the Group of Experts, however, that the
fact that certain subsidies were permitted under Article XVI "clearly did not
debar importing countries from imposing a countervailing duty on the products on
which subsidies had been paid".3

lThis is clearly more likely to be so in a country where imports and exports
account for a large proportion of the gross national product. Thus, the impact
on imports and exports is likely to be larger if the country concerned is emall
relative to its principal trading partnera., For these countries a small increase
in the percentage of national production exported by the larger country could
correspond to & major increase in imports in the smaller country. Similarly, the
smaller country, because of the limited size of its domestic market will export.
a high proportion of its domestic production. The overall impact on the imports
of the larger country, however, may be minimal.

2BISD, Ninth Supplement, page 200
31big
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25. Finally, the supgestion has been made by one member that countries should

be pvermitted to apply countervailing duties without an injury test to offset any
one of an agreed list of prohibited subsidies. It has 2lso been supgrested that
this list include all export subsidies and certain other domestic subsidies which
have export-stimulating effects. Other participants would argue thet equal
attention should be given to subsidies having import replacing effects. The
Group would, of course,-need to consider this proposal in more detail if it was
to take the proposal under consideration. In view of the difficultics of
reaching apreement in the GATT preparatory work on an indicative list of export
subsidies, it would appear that participants would likewise experience difficulty
in reoching agreeTent on such a list even if it was to be confined to e:mort
subsidies proper.

26. Yo matter how comprehensive the list might be, countries might find other
ways of maintaining their competitiveness, especially if the impact on the
international flow of goods of particular measures could be regarded as being
incidental to the domestic objective for which the subsidy hod been granted.

Consultation

27. Article VI does not specifically provide for consultations prior to the
imposition of countervailing duties. In the Group of Experts, however, the
majority were of the view that it would be "normal, and at least desirable" if
a country planning to impose countervailing duties were to Yenter into direct
contact with the government of the exporting country" in order to arrive at an
estinate of the amount of the bounty concerned.

28. On the broader issue of consultation, it was the view of the drafters at
Hawveonz that no special consultative machinery was nececssary and thot the penerel
provisions of Article ILiII and .LIII were adequate to meet any concerns cbout
abuses to the levying of countervailing duties. 4n important examdle of recourse
to these provisions is the Article IZII consultations which the Canadian
autherities are conducting with American authorities respecting the apnlication
of Unitod States counterveiling duties in the lichelin Tire case. There are,

of course, provisions for consultstions under Article XVI:l. Such consultations
are not intended to address theumselves to the question of whether or not

1It will be reczlled that the Pcnel set up in 1959/61 decided inter olia
that "it was neither necessary nor feasible to seek an agreed intersretction
of what constitutes a subsidy". BISD 10th Supplement, page 201.
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countervailing duties are ubnlopriate but rather the intent is to enable the
country affected by the subsidy practices of another to scck consultations if there
is "serious prejudice" to i*s intercr%s. In practice, however, these consul-
tation provisions have becen larpgely. :gro“ed

29. It is for consideration whelher bruald pouvisions ror coasultation similar

to those contained in Article ZVI:1 shonld ve imported into Article VI o into any
new GaIT provision or articlz dealing with counfervailing duties. Indeed, par-
ticipants may wish to consider wheth:r before impocing counterveiling duties

or other offsetting measures governments should be required to consult with the
governnent of the couniry zllezed to be granting the subsidy, =and perhaps to
exenine the issue with & multilateral. surveillance body. Such consultations

would cover the magnitude of the =2lleg:d subsidy, its impact on international
trade, the objectives of the povernments corncerned, and the possibility of other
methods less danaging to “rade being found to achiecve thase objectives. Obviously
such consultations should nob be limited to subsidies whiczh affect exports againss
which countervailing duties provide g remedy, bubt shculd also cover subsidies
which distort trads by eacouraging import replacenent.

30. Ajert from considering some of thz key quections above, menbecrs of the
Group may elsc want to cxcnine the varicus weys in waich bhe Crouvp can procoad
and the options open to then. There orc a nunber cof elternatives:

l. Developneat of a cole goveruing the epplication of counterveiling

duties.
2. Preparation o a De. IﬁiprTeﬂal'“‘ otz expanding on
narticular provisions o© ac tilwery apply to cou:uervalllng

duties.

3. Aprecuent or new bilaolersl consultalive procudurcs veiutoreed by
multilateral surveillance provisions.

4o Mo change in the ewislinz yrovisicas oz p"occdur ¢ under Article VI
but perhaps a tightening up of the present peovisions of Lrticle AVI
resnecting subsidias.
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5., A new article of the Agreement dealing with measures which may b2 used
to offset export subsidies or subsidies for import replacement.

6. Some combination of the foregoing alternatives.
Some elements of these alternatives are examined below.

& Code
3l. In earlier discussions it was suggested that an atbempt should Ee made to
negotiate a code governing the application of countervailing duties. This,

in the view of some, would correspond closely to the Anti-Dumping Code. It

would eppear on closer examination that the two Codes would bear very little
resemblance to one another, except perhaps with regard to the definition of
naterial injury. It has been suggested that a Code might provide for virtually
automatic apnlication of countervailing duty, without a test of material injury.

to goods which have benefited Ifrom a subsidy which the authorities in the impcriing
countries deem to be prohibited under Article ZVI. Such a code would not be i
accord with Article VI; moreover it would involve the concept of one country
deternining unilaterally that another country was in breach of its obligations

and unilaterally apnlying a sanction. Such a concept is quite foreimm to the

GATT, and the dangers inhercnt in it are obvious.

32. t would also be nccessary to decide whether or not a Code should also con-
tain provisions similar to thosc in Article VI:é(b) and (c) respecting the
imposition of countervailing duties by a nember to assist in cases where subsidives
exports were causing or threatening materiel injury to a third country and, if co,

'1The idea was discussed during the preporation of the Anti-Dumping Code
and it was subsequently agreed at the twerty-fourth session of the CONTRACTING
PARTIES that e working party should be set up to study Ycountervailing dubics,
subsidies and other export incentives". The working party was never establistoa.
However, the question came up amain during discussions in the Commitiee on
Trade in Industrial Products, and it wus aerced that the terms of reference
of Vorking Group 1 of the Committee should be broadencd to include counter-
vailing duties and subsidies. A background note on these matters was sub-
sequently issued by the secreteriat (COM.IND/W/98 dated 14 March 1973).
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whether these provisions are adequate or require further definition. There is
the further juestion as to whether £l1 participants would agree to adhere to a
Code and, if not, whether those that adopted the Code would be governed by its
provisions in their treatment of iTports from other countries, whether or not
they were signatories of the Code.

33. It would be necessary to consider what provisions, if any, should be
envisaged for effective surveillance and whether or not sanctions should be
provided in the event thet members of the Code did not adhere to their
obligations.

34e. The Group may wish to consider whether in eny Code it might be appropriate
to ensure that cdomestic legislation should not require governments to initiate
countervailing duty investigations automatically on the receipt of = complzint
from o firm or association. Both subsidy progsrarmes and the offsetting measures
that can be taken azgainst them involve the actions of governments not the
actions of enternrices. The decision as to whether or not action should be
teken in a particuler case should remein the prerogetive of governments.

Jecleration or Interoretative ilote
35. .. less ambitious undertaking would involve trying to reach agreeient on

one or two of the key issues surrounding the application of countorvailing
duties without atterpting to reach a comprehensive understanding on all elements
that night be contzined in a Code. This would take the forr of a Declaration
of Intent or of an Interpretative Note accompanying Article VI. Again the

key questions would be 2 clarification of vhat would constitute o meaningful
test of injury and what types of subsidy should be subject to countervailing
duty action. There might also be some emphasis on the need for consultation
betueen governments before action was taken. -

Consultztive Arrangements

36. Beccuse of the danger of conflict and the escalation of commercizl policy
disputes between governments, nrovisions foir mendatory bilzteral consultations
(and verhaps iaultilateral surveillence) prior to imposition of countervailing
duties might well be considered by the Group. Such consultetion should go

oD e e e e Semn ——

iThis question did come un in the contert of the Anti-Dumping Code. At
the tuenty-fifth session the Director-Genercl advised thzot cdherents to the Code
shoulc¢ apply its provisions on & most--favoured-nation besis, i.e., that all
contracting parties to the GATT should be trecated the saziie whether or not they
had zcdhered to the Code.
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beyond the 1960 recommerndation of the Group of Experts that countries consult
regarding the magnitude of the subsidy, and hence the level of countervailing
duties to be gpnlied. Consultation should also cover a variety of other issues,
such as & review of the evidence of the degree of injury caused or threatened,

the neture of the subsidy, the planned duration of the subsidy progreoume, the
objectives of the wrogramme and the impact on trade. The parties night also
examine vhether other policy devices might bte found vhich would reduce or eliminate
the trade distorting effects of the subsidies while permitting achievement of the
saie genéral policy objectives. This would be particularly important in regard
to import replacing subsidies which, of course, would olso have to be dealt

with under any new consultative arrangements.

37. It uould be necessary to consider carefully the terns of reference and the
comosition of eny multilateral surveillance body. £hould it be modelled on the
GATT Anti-Dumping Practices Cormitee which meets once a year and renorts to the
Contracting Parties on how the Cou. is being zdninistered by its adherents?
The deliberations of this Comnittee have not had great impact on the practices
of governuents epn»nlying anti--dumpins duties. Or should it be similar to the
Textiles Surveillonce Body which has been established to supervise tlhie inplemen-
tation of the recently concluded GATT Arrangement Reszrding International Trade
in Textiles and to consider complaints by individual members who feel they have
not received satisfaction under the Agreenment? Again, z judgement would have to
be made as to vwhether non-adherents would have access to such a body if }hey
judged themselves to have been wnfzirly treated by one of the zdherents.

Artisle XVI
38. Finally, it has been sugmrcsted that the uub of the problem is the ;wrevalence
of exnort subsidies rather than the use of countervailing duties and that the focus
of attention should be on more carefully cdefining what are export subsidies

and deciding what, if anything, should be done about them. It would follow

that attention should be directed to Article IVI - not Artiele VI. The difficulty

with this zpproach is that export subsidies ~re only a part of the uore general

Once again there would be little point in such understandings unless
they were subscribed to by at least all the major trading countries and particularly
those most likely to resort to the use of countervailing duties,




MTN/3B/Mi/6
Page 14

subsidy issue dealt with in Article XVI. lioreover, even if an attemnt were made
to reach agreement within the context of Article AVI as to what should be done
about subsidies in general and exporit suksidies in particular, the issue would
remain vhether the provisions of Article VI were adequate to the circumstances
of today.

39. The Braziliam delegation has submitted for the conzideration of this group,

a paner addressed to the specicl concerns of developing countries in the
negotiations relating to subsidies and countervailing duties. We should of

course take full account of the special interests of developing countries throughout
the negotiations but the determination of what differentiated measures, if any,
night be appropriate should be dome in the light of solutions developed in the
negotiations. It might well be that adequate provisions for scrutiny by the
CONTRACTING PARTIES of alleged subsidies, and the working out of adequate
provisions regarding the test of material injury would make unnecessary eny

special provisions regarding the exports of developing countries.



