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1. Disposel of commodity surpluses (L/2150, L/2152)

The CHAIRMAN scid that experience under the Resclutions of 4 March 1955

on the disposal of surpluses and the liquidaticn of strategic stecks hod been
revicwed et reecent sossions of the CONTRACTING PARTIES. At the twenticth cessieon
it was agrecd that the item should be retained on the agendn and that CAntractlnb
partics should again be requosted to submit reports of “nv digposal oy liguldation

arrangements in which they may have engaged. The repartsrcecived from contracting
parties had been distributcd in documcnt L/2152, and, ip addition, the Echutlvu
Secretary had provided 2 note on the metivitics of other inturaational ageneics
in the field of disposals in decument L/2150.

Inchc Abdul Rahman bin HAMIDON (Malaysiz) said that his dilcezntion hed read
with great carc and intcrest the reports by contracting partics in decumens L/2152,
in partlcul the report by the Government of the United Steates regording its
disposa2l programmces in respect of tin oand rubber. Tin and rubbcer were the wwoe
most important export commoditics of Malaysis and togoether constituwed about
80 per cent of its total cxport earnings. His dclegation was creouraged to lca
from Annex A of the Unitced States r»port that thc United States Government ha
found it possikblc to develop a set f eriteria for the developmont of 4di spcsal
programmcs involving long-range dispesal planning and expanded ccnsultation
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procedurcs. Since stockpile surpluses first made an impact on the world
commodity markets, his Governmenthad advocazted the adoption of a set of
principles geverning the disposal of materials which were of direct interest
to the less-developed countrics. MNow that there was a basis in the form of
the United States criteria for a soundly planned disposal preogramme, his
delegation wished to comment on the matter from its point of view as one of
the main producers of the preducts involved. In their view, based on intensive
expericncee of both tin and rubber disposals, much of the violent apprehension
and misgivings which United States disposal announcements provoked in the past
and still did to some mild extent, were due to the ignorance within the market
and the industry of the speecific criteria which governed the United States
disposals. The Unitcd Statcs assurances about not disrupting markcets,cte. were
regarded as too gencral or ambivalent to inspire business confidence and price
stability. In view of this his delegation hoped that the United States Govern-
nent would seriously consider giving thesce newly developed criteria a much wider
publicity so that the whole intention and purpcse of the United States disposal
programme could be better and mere generally understood.

There were a number of factors mentioned in the United States list of
eriteria which were of critical and direet relevance to producer governments
and ccmmodity councils interested in the matter, His delegation was anxious to
sce that these selocted factors should be given the appropriate emphasis when
the United States long-torm disposal programmes for these commoditics were being
formulated. hs regards tin, the United States Government had announced its
zbjectives, i.2. to promote an orderly disposal of unnceded stceks in such a
way as to mcet fiscal requirements of the United States; put no undue pressure
cn the usuzl markcts; hclp mect necessary industrial requirements for tin during
the period of world-wide shortage; end give necessary assurance to producers
and investors whe are preparing to meet future increased requirements for tin,
The Government of Malaysia, and he was cortain that the International Tin Council
alsc, would gladly welcome and readily vndorse these common and constructive
objectives. However, in trying to fulfil some of its own domestic objectives,
it was heped that the United States would not vitiate its efforts in the
international ficld of creating a climete of confidence for the development and
rejuvenation of the world tin industry. The central problem besctting the
industry now and in the next fow years was one of maintaining a level of price
wiiich would make it ceoncmical to exploit the extensive low-grade reserves., It
w25 erucial that United States tin disposals should not in these delicate
circumstances inadvoertently depress the price below this economic level. On the
subjcet of rubber disposals, thce criterion to be uscd was different from tin
disposals bucaus. the price situations were diametrically different. The price
of tin was on the upward trend whoreas the price ofrubber showed a progrossively
deelining sceular trend. Any contemplated changes in the United States rubber
dispesal programmc, it was hoped, would not depress further the already low price
of natural rubber which was the cconomic life~blood of a number of developing
countrics, particularly some in the South-East Asian rcgion. In this respect,
it was encouraging to note the United States' assurances that any changes in the
programme wonld ba procadod by ecnsnltations with substantially intercsted

Fovernmennls .
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The GATT Resolution of 4 March 1955, on liquidation of stockpile surpluses,
provided for two minimum requirements, namely & period of ferty-iive days'
notice and a recormendation for ccnsultaticn. In the view of the delemation of
Malaysia the period of notice should be longsr than forty-five days, because if
effective an.. meaningful consultaticis were te be undertaken, it was necessary
to have more time to consuwri. It would be desirable if at Least six months'
prior notice could be ziven, as was done in the United States. Censultations
between interested governments were not only desirable but necessary. However
these consultations should take place well ahead of the time of the announcement
and also before the United States preogramme had heen irrevocably formuinted.
Otherwise, these cconsultatiecns would defear the purnose of developing mutual
understanding and appreciaticn of ea:ir cther's nroblems and difficulties instead
of exacerbating them. There was glso the guestion of develoning a mutually
agreed set of objectives and criteria to govern dispeszls of certain commedities,
and there were several ways ir which this mutuel exercise could be carried out.
First, by the United States tc.ether with substantially interested producing
sovernments as was done with rubber disposals. Seccondly. the United States with
the commedity council concernel as in tin disncocals, or thirdly under the aazis
of cther multilateral and fully representative intermational organizations such
5 the United Natiocns Conference on Trade and Develomment and its ofTshecots,
Should any of these =zpproaches oresent certain dilfT.cuwliies to the United States
Government, it was vital for market stebility ond business confidence, for the
United States to consider ancther aliternative of publicly declaring the essential
detalls of its programme including its criteria and dispesal techniques which
were designed to minimize disrvotion of the market and, of mere importance, avoid
distressing the nomies of foreilgn countries, particularly develop1n~ ones -
The delegation oi uwlayala regiretted that it hod Feund it necescary to single out
the United States Governrent irn presenting its views on this impeortant gquesiicn of
disposal of commodity surpluses, It was not that it nhad any bitter grudges
against the United States, but it was generally recognized that the dispesal
programmes of the United States Government,. rarticularly of tin and rubber, had
the mcst profound effect on internat onal commodity markets. The viaws of the
delegation of Malaysia had .o nut forward in thz spirit of ~ffering construc-
tive criticism for tho mutual ocenefit of both the consuming and producing
countries. lorcover, the deleration of Malaysia belicved that there was no forum
more appropriate than the GATI where preblems oonfrnntlnu bhoth developed and
developing contracting parties could be discussed in o frark and cordial marner
with & view teo achieving scluticons which were of real beneflit to the develoring
countries. Finally, the item under discussion should be retained on the sessional.
agenda of the CONTRACTING PARTIES in order that the subject could be kept under
review,

[23
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Mr. VAN WIJK (Kingdom of the Nethworlands) said that the subject of surplus
production, disposal and utilization had always been considered by his delegation
to be of major impcrtance. Nearly all countries represcnted in the GATT were
involved elther as producers and exporters cor as recipient countries. Everyone
would therefore heve an interest in keeping the situation under constant
review and in particular to note arny change in attitude or type of activity
coninected with surplus disposal. Referring to paragraph 12 of document L/2150,
Mr. Ven Wijk said that changes had taken place in attitudes. In 1954 when
the FAO Principles on Surplus Disposal were drafted agricultural surpluses
were considered te be the undezirable urintentional result of several causes.
They were regerded as a problum of tomporary and incidental naturce. Teday e
growing acceptance was noted of the fact that surplus producticn might become
a long-term phenomenon. The possikility of meking 2 bencficial use of surpluses
was recegnized ycors ago, altnough the word surpluc in itsclf retained a scme-
what negative meaning. Since then the mental zttitude towards the word surplus
has undcrgone & change and it was not 2 coincidence that some had referred to
abundance of agricultural producticn in this connexion. This chenging attitude
must have significant implicaticns. It might contrihbute in providing much
needed additional food for those wing wergundernourishod and thus help te improve
living conditions of the pepulation in large parts cof thic world. Further, it
might also have guite contrary effccts on the ciforts of the less-developed
countrises to improve their own agriculturcsl producticn; and finelly, it might
have effects on intemationsl trade in agricultursl products.

Continuing, Mr. Van Wijk szid that it was not known how things would
develop. DMuch would depend on the extent to which these guestions could be
discussed in international Tera =nd, converscly, the influcnce these inter-
nationzl organlzaticns would be ablce to exert. The consultative machinery
and procedures, developed and strengthencd over the ycears, had proved
generally effective both in providing en internztiomal Torum for the dis-
cussion of surplus problams and in promoting the observance of the principles
of surplus dispesal themsclves. It was recognized that surplus holding
countries, for exampln, the United Strtes, had observed these principles with
great sincerity. Because of 1ts restraint and regard for other interests the
United States deservid the grotitude of all countricee for whom the export
trade of agricultural commodities was of vital importance., The Netherlands
was strongly in favour »f ithe centinuvation of these procedures, but this did
not mean that it considercd that no damege had been donc to its interests
as a commercial exporter. The procadures to which he had referred, in
many instances cnzbled the United States to achieve some sort of balance
botween the advantage of roeipient countries and the disadvantage of traditional
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exporters. However, he wondered how a reliable estimate could be made
of the damage done to the latter. Over the years many complaints by
Dutch exporters concerning surplus disposal programmes had reached
the Netherlands Government, which had locked intc their complaints
case by case. If it were said that the surplus exporting countries
had exercised a great deal of self contrcl, it could alsc be said
that the Netherlands on its part had always exercised considerable
self restraint when defending its commercial interests. His
Government had always endeavoured to take the larger view znd did
not consider only its own side of the picture. The tenth anniversary
of Fublic Law 480 seemed to have offered an excellent opportunity to
examine over a longer period of years the influence this and other
surplus programmes had exereised cn the Nethcrlands' exports of
agricultural commoditics., This exemination revealed a decrease in
its exports of several products on various markets where surplus
programmes fed become an active source of supply. In addition the
Netherlands also experienced the negative indirect effects of
surplus programmes bocause recipient countries clesed their markets
for third countries in order to ccncentrate their commercial pur-
¢escs in the surplus-dispesing country; or were affected by the
compatiticn by recciving countries on third markets with commodities
produced on the basis «f surplus raw meterials like cereals and

oils and fats. These developments were of 2~ mejor concern te his
delegation, particularly because the roblem was net one cf todey,
but most probably alsc onc of tomorrow. The Netherlands delegaticn
therefore wishcd the maintenance and if possible the strengthening
of the present proceaures with regard to surplus disposzl end at the
same time to underline the importance of multilateral solutions tc
the problem of surplus dispcsal, such as the FAC World Food
Programme.
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Mr. STCNER (Canrda) said thet th »urrocc of the Resolution adopted in
1955 had been to ensurse thet the hermful offccts of surnlus disposnls on the
normal commercirl mnryetints of contreeting partics were mitigeted by a
procedurc of consultstion with tbhoe wrincinal zxnorters of thoe products in
question. It could be said thst beth the biletsrel and multilateral con-
sultative procedurecs and arrengemcnts thet had been set up in recent years
hed been working: well in the agriculturel s. 2tor, These arrangsments had
helped to ensure observations of the nrincipls of additionality, i.z. that
transactions on concessionel termes should te additional to, and not displace,
normal commercisl mrrkstings., Thic hnd freilitsted the orderly use of food
surpluses #£g& aid under olscrvations of approoriste critzsria. Thrie Canadian
Government attoched importence to the concept of food aid and had tried to
adjust its oun prozramm:es to thse: critoria. While the problems resulting
from th~ disposzl of surpluses hgd teen rendsred less ecute, nttention should
not be diverted from the bosic causes of surrlus accumul~tion - sometimes the
werther, but more often the result of supnort volicies of governmonts. The
Canadian delegrtion had stated on previous cccersions that there was a rezl
denger th~t ~gricultural surnluses wouléd be taken for ecrantsd »nd thet countries
would assume th=t it would be vossible to continue to produce and to dispose
of them =8 part of the normel pettern of world production and trsde, In
peragreph 12 of document L/2150 relating to the report of the FAQ Sub-Committee
S 3urplus Dosposal, it was particulsrly noted that therce were now siwgns of an
emerging phllosooby thnt a fullcr utilizetion of =2pricultursl producing cepacity
should be delitveratcly nlanned to meet world comnercisl needs. The Canadian
delegation recnenized the visel snd irmportent réle thot food surpluses had
played =nd continucé to play in a2llevisting hunger and mslnutrition and e2s an
aid in =conomic develonment. Howevar, given the vagaries of agricultural
production and the finsnciel and othir vroblems involved in focd aid, his
delegation guestioned very much the soundness or advisszhility of deliberate
vlanning for surplus production unrelated to cither fircneins or absorptive
2anacity. It wrs hy ne msans cle2r thzt the intercsts of dcveloping countries
would be vell served by » lrrger wroduction of foodstuffs for disposal in
their markets in wRys whiech misght prejudice the development of their owm food
production and set up rel~tionships which misght net from their point of view,
constitute a desirehle continuing devendence. Mr. Stoner went on to sey that
countrices should congider meet crrefullr any sclutions to agricultur=l income
»nd the trede provtlams thet would buils in 2rtificial ircentives for planned
surplus nroducticrn in thc expectetion thet such surnluszss could be ersily and
usefully disvoscd of. Surrlusesz could all toc easily result in swinge in
production ~nd prices wlich wer: to th. sdventesee of neither produccrs nor
consumers. Food aid which wag wanted =»nd could be sbsorbed oand for which
financing wes mveilable wes one thing. The ides thet surplus disposal through
food aid was an sutoms=tic outlet for the results of mistrkes of nolicy in
producing countries msy well prove tc he = false and d»ngerous doctrine.
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Mr, Stonsr, turning to the gquestion of industrial row materi-ls and stocks
of strateric metericles, said thet the approprizte methods of disposal differed
s between metols., It wag thercfore importent thet edeguate consultetion be
maintained =nd thet the lceest barmful wmethod of disposel be =mdopted Tor any
perticulsr oction. The deleerpts for Malsysiz hod reforred to the importance
and need for this consultetion; the Cansdien delepation fully shered this
view but considered that this need should not te limited to tin ond rubbar.
This wes all the more important sinece so much uncertainty overhung the metals
market, Much of this uncertainty could be removed if =greement could be
reached =mong interested countrics on =pprorristc principlss and procedures
for disposal in relrtion to the commoditi-s concerned ~nd psriiculsrly thet
disposals bec undertaken only ovar an cxtended peri 4 of time, Tho concept of
additionality stould alsc b= bornc in wmind for industrial rsw moterials.

In the case of lead and zine it hed bezen srpected thet, with the incrozeoing
shortage of special bhigh-grede zinc, strong consumer pressures would be setisfiled
hy inerzescd immorts reth.r than stockpile releesos. In this connexion it was
noted that in the 'mited Stetes merkct, prassures for stocknile releerses rather
than incre~red imvorts werws mccantunted by the fact thet import restrictions
still existed on these importent r-w meterisls, The sotisfrctory statisticel
vosition ~nd the improved mavket siturtion Tor these metnls which was borne out
in the recent revort of the Tnturnstion=l Lead »nd Zinc Study Group indicated
that the reslities of the merkst situstion in 1zad and zince m#de posszitle =~nd
should lead to the removel of restrictioas msintain~d by the United States
under Article XIX. In conclusion, the Canadian delegftion felt thnt the
CONTRACTIN G PARTINS should continuc to review annually the disposal of both
agricultur~l »nd strategic wmetarial surnluses. Thas recorting procedfurcs
stould be continued and the item reteinaed on tho reenda for the next sessicn.
It was reslized that in their roverting, countrics mirht have some difficulties
in defining whet constituted surnlus disvesel. Some commodities aidsht be in
excesg of current domestic merket needs but uesns were, in feet, found to
digvose of them without the governmont or » poveruwent apsncey cctusliy pubtting
them in stock. It was hop-d thot such essizted disposals would be reported in
the subsidy notificrtions if not in the surplus disposal notification, so thet
with these twe remorts contrroeting parties would te oble to ohtoin & clear

victure of the wrenitude of tihe protiam,

Mr., CARMODY (Australia) s»id thet the Austrelian delogntion wap conerslly
sehistficd with the consultetion proesdures whizch h-d been followed bty “he
United Statse snd othor countries. Tawever, his dolesrtion had been disturbed
by the insdenuscy of the corsultaticns #nd in some inrftances with their outcome
in resneet of d=mls covering merkots where commercisl serles micht not have bdbeon
mede by Australia for some time but frecuently whers it micht be leooking for
furthor outlets., In such cesas full consultrtinon would be welcowme. Thus,
whilc Australis was larpeolv setisficd with present srrengements, it belicved
th=t more co-mrehensive arrsng . ments for ngricultural surpluses necded to be
worked out in the widor context of international commodity agreements.
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There was cne other point which was of consideracle and immediate importance
tc the Australian delegation. Australia was concerned that action appeared to be
likely in the United States to release quantities of lead and zinc from the
American stockpiles. Because demand appeared tc¢ be cutstripping production in
the United States, especially for high-grade zinc, with a resultant pressure on
prices, there was on pure economic grounds a justificaticn for this thinking.
However, it would be intolerable if this were done at a time when the United
States was severely restricting imports. It would be completely unacceptable if
quotas were kept at prosent levels and increases in demand were met from stockpile
releases. Such a complets insulation of the United States market was neou
consistent with the arguments used by the United States representatives in the
past for maintaining i1ts current Article XIX action in this field. Australia
had heard the reasons advanced by the United Statcs in the past for applying
these restrictions under Article XIX. The gruowing tightness of world supplies
of these minerals was appreciated, as was the resultant pressure in the United
States tc make supplies available from the stockpiie. Each of these Tactors,
however, should provide the Jjustification for removing, or at least substantially
relaxing, the import restricticas. The quotas fur Imports of these minerals into
the United 3tates had not changed since they were intreduced, despite inecreases
in demand in that country for these minerals. In view of the importance which
both Australia and the United States attachad to the expansion of cemmodity
trade generally, it was =xpected that the United 3tates would take acticn to
remove, or at least substantiaily alleviate, the present import contrels before
any action were taken to voleose suppilos fvon Uho wlollplle.

Mr. HAKIM (Indonesiz) said that the dispesal of surpluses either in
agricultural commodities or strategic and industrial materials was of the greatest
importance to the aconomies of the develcping countrics. His delegation was
therefore grateful to contrzeting parties for their reperts on action taken as
regards the disposal of commodity surpluses. With regard to agricultural
commedities, il was obvious that as long as z large part cf the worid lacked
foodstuffs and clothing the dispusal of such comai.dities as rice, cotton, fats
and olls would be of great help to the developing countries, Indonesia
appreciated the disposals undsr the United States Public Lew 48C and hoped that
this policy weuld be contonwad in the fTuture and, if pessible, on an even larger
scale, fully taking intc account the ever-increasing needs of the devefoping
ceuntries. This could be done without harming the interests of those develcping
countries whose eccnomies depended largely on the exports of these commodities.
As for the disposal of strategic and industrial materials, any impact which
disposals of such materials ag tin and rubber had on world market prices directly
affected Indonesia's export carnings. It was therefore assential that the dispeosal
of stocks be carried out i such a way that the expert carnings of developing
countries wers not impaired. This cmuld only be achisved by consultations with
producing countries on the basis of lung-range planning. Fortunately progress
had been made in this direction recently and it was particularly encouraging that
the American administration had shown understanding of the problems of producing
countries. However, although suome progress had bsen made there was still a lot
tc be dene.
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Mr. Hakim continued that the prospects for countries producing natural
rubber were gloomy, largely because of the long-term downward trend of prices
and the steady increase in the production of synthetic rubber. His delegation
would have the opportunity at cther meetings and ccnferences to analyze this
very important problem fully. However, it was certain that a new and fundamental
apprcach had to be found for dealing with the »irber prohlem which would lead
to a comprehensive and ce-ordinated scries ¢f measurss. In such an endeavour
the producing countiries woild need the goodwill and full co-opseration of the
consuming countries and it was obvious that the dispesal of rubber stocks was
significant in this context., He heoped that in planning a new rubber policy, as
recently suggested by the Working Party of the Rubber Study Group, the
co-operation of the agencies entrusted with the dispssal of rubber stocks would
be chizired., In the case of tin, the producing ccuntries needed stable prices
on a renumerated basis, and to achieve this 2 new tin agrcement was essential,
Equally essential was %int the large consuming countries such as the United
States, the Scviet Union and th

¢ Federal Republic of Germany participate in
such an agreement. The rules of disposal of stecks could thus be agreed upon
by mutual consent. While this target was still far away, it was hoped that the

American administration meanwhile would Perssverc .n its policy of taking the
interests of the producing countries fully intc consideraticn and adapt its
disposals of tin stceks to this consideration. Finally, Mr. Hakim stressed

the need for the GATT to pay more attenticn te commedity agreements in general.
Commodity agreementis on a much wider and universal basis than those existing at
present were of the utmost importance for producing and consuming countries

but particularly for the developing countrices. Methoeds of disposing of
commodity surpluses shouid also be incorpoerated in such agreements.

Mr. PRESS (New Zealand) recalled that the item under discussion was one
to which his delegation had always attached importence. The New Zealand
delegation considered that this was an area which was properly the concern
of the CONTRACTING PARTIES and hoped that the item would be retained on the
agenda and that the present reporting structures woeuld be centinued. At
previous sessions New Zealand had explained that its interpretation cf
commodity surpluses was rather broader in scope than that held by some other
contracting parties, A nct insignificant amount of werld trade in some
commodities was carried cut by government agencies or with the aid of subsidies,
and it was expected that some reference would have been made 1o these activities
in the reports in document L/2152. His delegaticon was, however, grateful o
those countries which had presented reports, and appreciative of the action
which these contracting parties had continued e take in accordance with
estabiished internaticnal procedures to minimize the adverse offects of surplus
disposals on commerclal trade. His delegacicn wished to mention particularly its
appreciation for the care which the United States had taken to cbserve these
procedures with regard to commodities of direct concern to New Zealand. The
scope of this item went, however, beyond consideraticns of procedures.
New Zealand's attitude to programmes designed to alleviate hunger had always
been positive, and it would continue to support activities designed to use
surpluses to meet the needs of food-derlicient peoples and economic development.
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These were, however, activities which New Zealand always preferred to view in
the context of aid rather than as a permanent aspect of international trade
as was sometimes suggested. In the GATT, the preocccupation should be with
the expansion of international trade. This implied a better utilization of
productive resources, coupled with an expansion of effective demand. The
New Zealand delegation did not accept the view that surpluses of certain
foodstuffs were a permanent feature of the world scene. In their view,
programmes for the future based on this outlock were neither in the interests
of the world trading community as a whole nor of the developing countries
which included both recipients of food aid and agricultural producers. New
Zealand preferrced to look forward to a situation in which global commercial
demand had increased and where there would be a rational develcpment of
agricultural production In those parts of the world most suited to it,
including some of the countries now receiving foed aid.

Mr. COLLINS (Southern Rhodesia) drew attention to Southern Rhodesia's
extreme vulnerability to operations in the field of surplus disposals and
the keen interest of his delegation in the subject. Like others, his delegation
was gratified at the responsible manner in which this problem liad been approached
by the countries which by their activities in the field of surplus disposals
unavoidably created problems for others. The delegate of Canada had particularly
stressed the concept of additionality; the Southern Rhodesian delegation had
a particular interest in non-commercial disposals of surpluses and in this
connexion appreciated what was being done to avoid limiting markets for
commercial saies. However, more should be done to create c¢pportunities for
commercial sales, even in instances where at the present moment those
opportunities were accepted to be very limited. Mr. Collins associated his
delegation with the remarks made by previcus speakers on the need for an
adequate period of consultation. Consuliation to be effective should take
place in circumstances in which -~11 the implications could be worked out before
the country with whom the consultations were taking place was called upon to
give an indication as to its views., His delegation in the past had had cause
for concern that this adequacy of the period of consultation was not always
recognized. Finally, he supported the suggestion that the ltem should be
maintained on the agenda of future sessions.

Mr. LERENA (Argentina) said that the Secretary-General of the International
Conference on Trade and Development had recently emphasized the necessity of
taking into account the problem of stocks in considering the question of
economic development. The products involved in agricultural surpluses played
a very important rdle in providing resources for countries which were in the
process of economic development. It was therefore essential that a whole
series of steps be taken to deal with the problem of surpluses, and cfforts
made to get down to the very core of the problem. Surplus production was very
often due to protective measures and artificial incentives provided in the
industrialized countries. In dealing with the problem of surpluses the
interests of both the supplier and recipient countries should be taken into
account. On the supply side there was the pressure which was being exsrcised
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on prices and on the demand side there was the intolerable situation that

two thirds of the total world population were insufficiently nourished, whereas
in other. parts of the world there were surpluses. All these factors made it
essential that the marketing of surpluses should take place on a multilateral
basis. It might be possible during the forthcoming trade negotiations, for
steps to be taken to deal with the different problems bearing in mind the
variety of interests. The Argentine delegation supported the proposal that

the item be retained on the agenda.

Mr. DE SILVA (Ceylon) said that Ceylon was interested in the disposal of
agricultural surpluses and the disposal of synthetic rubber. In the case of
agricultural surpluses his country was particularly interested in matters
connected with oils and oil seeds. While it was recognized that there had
been improvements in consultation machinery, these did not adequately meet
the problems raised with regard to surplus disposals. The new disposals of
soyabean oil, for example, could lead to a change in consumer preferences in
countries receiving supplies of soyabean oil under Public Law 480 and could
adversely affect Ceylon's tiraditional exports to these markets. The problem
of accumulating large surpluses could be solved by bringing attention more to
factors other than surplus disposal techniques and consultations. One reason
for surplus production was the protection given by the use of barriers and
price support arrangements, The delegation of Ceylon therefore urged moderation
in the prevailing high level of agricultural protection in some of the highly
industrialized countries.

Referring to the disposals of flour by Australia mentioned in document
/2152, Mr. de Silva said that flour had been donated to countries in which
Ceylon had a substantial interest. On the question of rubber, it was well
known that the development of synthetics had caused a very serious situation
for producers of natural rubber. According to the latest projections, by 1970
there would be a surplus of natural rubber of at least 400,000 tons. This was
a very serious situation for natural rubber-producing countries and Ceylon
would wish that this question were looked into very carefully. While Ceylon
appreciated the various machinery adopted by the United States and other
countries, 1t hoped that any disposals of surplus rubber would be made to the
countries using synthetic rubber rather than in the open market. This would
to a large extent insulate the natural rubber producers from severe fluctuations
in the rubber market.

Mr. LACARTE (Uruguay) also considered that in view of its importance the
item under consideration should be maintained on the agenda for future sessions.
Commenting on the present system of consultations for the marketing of
surplusus, he felt that the system did not always operate satisfactorily.

While he supported the continuation of surplus dif;dsals for humanitarian
reascns, he wished to voice objections of principle when these operations were
allowed to have an impact on normal operations. The typc of interferences he
had in mind were usually the consequence of various categories of subsidies.
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Finally, there was the question of régimes dealing with surpluses which at first
are considered %ransitional but in fact are continued for several years. This
could be a dangerous element in certain cases and could have a deleterious effect
on a whole series of projects and plans which might be drawn up in the context of
the GATT for improving conditions governing international trade.

Mr. GARCIA OLDINI (Chile) recalled that in 1955, when the CONTRACTING
PARTIES adepted the recommendation on surplus disposals, the delegation of Chile
had tried to introduce a new Article on the subject into the General Agreement,
This had not been possible at the time and he wondered whether at the present
moment the CONTRACTING PARTIES might not try to achieve what had not been
possible in 1955. With regard tc the present system of ccnsultations he felt
that the consultation procedures did not provide for sufficient notice in advance.
In his view, as the matter had now been considered more carefully the time had
come for the CONTRACTING PARTIES to revise the Recommendation of 1955, taking
into account the observations which had been made by several contracting parties
and the various mechanisms adopted by other organizations such as FAO. In
considering the different aspects and problems of surplus disposals, the
objective of these operations should be reviewed. In addition, consideration
should be given to the desirability of giving considerable publicity to the
technique used by countrles in disposing of their surpluses. Of course this
kind of publicity should not be confus~d with that relating tc decisions on
disposals of stocks. The latter type of publicity should only be given after
the cruntries concerned had come to an agreement.

U TIN MAUNG (Burma) said that he did not object to disposal of certain
products on humanitarian grounds. However, Burma, which was a less-developed
country, was particularly dependent on exports of rice and was therefore affected
by curplas disposals of this product. At a time when his country was struggling
to improve its internaticnal trading situation a disruption of the market would
impede the progress it was trying to achieve. His delegation therefore advocated
the orderly disposal of stocks after duc consultation and in ways which would not
disrupt the world market.

Mr. DUBEY (India) supported those statements which had stressed that
programmes of commodity disposals should be in the interest of the less-developed
countries. From the experience of his country, surpluses had been of considerable
help in enabling the release of funds for imperting capital goods which were
urgently required for economic development. His delegation was aware that there
were many difficulties involved in dealing with commodity problems, and that it
was an area which had not been tackled satisfactorily within the GATT., It hoped
that some way would be found of solving these problems giving satisfaction to
producing countries and consuming countries alike. His Government would be
prepared to co-cperate in finding such a solution. ’

Mr, ONYIA (Nigeria) endorsed the statements made by previous speakers.
Nigeria's problems in relation to the subject under discussion pertained
particularly to tin and rubber. He wondered whether the GATIT should not now
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consider a new type of procedure on these matters. It was appreciated that the
balance of payments and purchasing capacity of scme less-develcped countries
were assisted by surplius dispesals. On the other hand, if by such dispeosals
other less-developed countries were deprived of sales of the it

N Tt

They wave certain o corn fm*:;;n srohangs, the SONTRACTING Pa TN
conSﬂder rev1ew1ng the preso T preocedures at the next session. In this connexion
the Council might be instructed to corsider whether it might be agpropriate to

.

work out the perceniage of potential imporis of vroducts of interest
developed exporters which were beling inihibited bv surpnlus disposals onsrations.

It happened in certain instances thas trade 1ot T . Mooe Joviloned

country by surplus disposzls went indirectly to a country 113y wno much detter
off . His delegation hoped that the points made on this rroblem during the present
discussion would be given serious thousht by the countries principally concerned
and that in due course procedures would he evolved which would give satisfaction
to all parties.

. ?

Mr. EVAIS (United States’ lhanked those speakers whe had recognized
explicitly that the United States had mzde genuine effort both in the field of
agricultural surpluses and in the field of s rategic stockpile disposals to
prevent injury to cther countries. In the field of agricultural surpluses, the
delegate of Canada had drawn attention to the emerging philosophy that surpluses
might be planned Tor the purpose of <ispesing of them o needy countries. The
United States had done its best to see itnal the surpluses which had arisen as
a result of its domestic agricultural policy, had becn put to the specific use of
helping lesz-develorned countries. He agreed with comment made hy the Canadian
delegate that the planned production of surpluses Tor thls purpose was a dangerous
course to pursue, but in his view, given the present tremendous imprevements in
agricultural technolozmy and thz resultant almost explosive increase in agricul-
tural production it was not necessary to plan surpluses, on the contrary the
problem really was how to contain the surpluses. He considered that where for
economic or soclal reasons o government found it necessary te pursue a domestic
agricultural policy which gave rise to surplus prcduction, in the sense that the
product concerned could notb he s0ld at an ~qu il o price, it was very important
that restrictions should be applicd on acreage or production.

o

Mr. Evans continued that his delegation appreciated the remerks made by the
delegate of Malaysia concerning the criteria which had bheen adopted by the United
States Government in its effort Lo rrevent zry adverse effects on world markets

by releases from stockplles. Suggestions had bteen made by some speakers that

the criteria in the GATT itself should be reviewed., The delegzte of Malaysia

had also suggested that Turther aprroaches to the problem were necessary either
bilaterally, in the specinlized commedity study groups, or in multilateral
international organizations, The United 3tates,. as in the past, would continue

to co~operate with the specizlized sroups cr with sucen hodies as the Tin Council,
in an effort to prevent its disposnl nperations from interfering with the efforts
of these groups and with the interests of exporting countries. 1T, however,

there was a general feeling that something of a more general nature and not
limited to single commodities, for example, aclion invnlving criteria ovr procedures,
then the question could be further explored in the GATT. The delegate of Chile had
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suggested that there be renewed consideration of the possibility of a new

apter or a new provision in thce GATT on surplus disposals. He would refer
this to his Government for considera +1on. If there werce a desirs to pursuc
the possibility of amending the provisions dealing with the present GATT

ceriteric perhaps the guestion should boe referred to a working pariy for

consideration b.fore thoe roxt sogcion of U CONTRACTING PARTIES. In comments
on the United States lead and zine policy it wnas suggested that before reiease
viere mads from the Unltcd States stoexpiles the restrictions wnder the present
escape clause action should be rescinded, The United States deicgation was
not in a positicn to make any prcdlctfons as
Government would dc in this connexion but th
instructed by the President of the United St 3
in lcad and zinc and to prerarc a report on tho uatio
was a preroqulsite before the administration ooalq ive consi
removal or modification of the present presirictions.

to what the United otutes
i

Summing up, the CHAIRMAN said th~t there had been a serious, interesting
and wide-rangce discussicn. The problems 1nv01ved Were Very compleXx ones in
which the interest of the countriss concerncd by no means coincided. Some of
the reciplent developing countrics which had benefited from surplus disposals
had pa2id tribute to their valuce {rom the point of view cof their balance of
payments. QOther developing ecuntrios which were producers, while recognining
the advantages which the availability »f those supplics could have for certeoin
contracting parties, had drawn attention, as they had in the past,

which these procedurcs. uniess very carefully circumscribed by ecriteria, might
have for their own preduction and uxport =crnings and for tho nt bility of
werld markets., In thoe asriculturel arcs, tributc had heen paid both by rocipicnt

countries and by those in o position to give food =id te the valuable »51e of
food z2id in assisting the humzanitarian necds of nourishment and or development.
Cn the other hand. cerinir contracting porties had warned agninst assuming thet

developing creas of the world wore automatically av 1;301 to reccive any
surpluscs which might throvm up by the policics of ﬂoduoung courtrics. In
the metsls ficld sroat deloroey attended tlen world morket, and soeverel speakoers
had dravn the attontion of nelders of strategice storkpiles to the vory important
et'fect thes. steeks could have on such markeis and on ox ‘ g

e

While thure was gencral satisiaction thet, through the GATT and otherwise,
procedures visre available o pormit coneuluﬁt:un broween countries dizposing
of surpluses and other producing countrics, some felt that the proeccdures, and
particularly the poriod of woticco, provided for in the 1955 Huesclution should
be reviewed. This juenticrn was at present boeing studied by ICCICA and when
recommendations wore roceived frem ICCICA the matter could be examined in the
light of the various suggestions which had boen made during the present
discussion. Possibly some contracting partics would have Turthor proposals to
submit for consideraticrn. The Chairmen proposcd, tbtherefore, that the Exccoutive
Secretary be asked to prescent all relevant information to the Council ab the
appropriate time and that the Council could then, if it thought appreopriste,
appoint a working party fto study the question and to preparc reocommendations
for transmission to the CONTRACTING PARTIES.

This was agreed.
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2. Article XVIII - Request by Ceylon (W.21/6)

The CHAIRMAN recalled that the CONTRACTING PARTIES had agreed at the
third meeting to a five-year extension of the Ceylon relezse under Section C
of Article XVIILI. A draft decision prepared by the Executive Secretary had
been distributed in document W.21/6.

Mr. DUBEY (India) said that India was one of the countries principally
affected, but it recognized that the waiver requested by Ceylon was necessary
for the diversification of its economy. India was therefore happy to support
the request of the Government of Ceylon and had every confidence that any
problem that might arise would be settled satisfactorily in bilateral discussions.
The Indian delegaticn hoped that, in working out policies for products not
covered by the Industrial Products Act, the Government of Ceyvlon would be able
to ensure that the impact of this release on trade flows between Ceylon and
less-developed countries of the GATT would be fully taken into account.

The Decision was adopted.

3.  Uruguayan import surcharges (W.21/8)

The CHAIRMAN said that, as requested by the CONTRACTING PARTIES at an
egarlier meeting, the Executive Secretary had prepared a draft text for a
decision tc extend the validity of the Decision of & May 1961 until 31 March 1965.

The text proposed in document W.21/C was approved for submission to a vote
under paragraph 5 of Article XXV.

4., Application of Article XXXV to Japan

Mr. AOKI (Japan) recalled that he had reported, at a meeting of the Council
in April/May 1963 (C/M/15), on the progress of the bilateral negotiations which
had taken place since the twentieth scssion of the CONTRACTING PARTIES on the
disinvocation of Article XXXV against Japan. Since then France and Rhodesia-
Nyasaland had notified their dAisirvorat:on. Bilateral negotiations with Benelux
countries and Australia had come to a successful conclusion, and these four
countries would enter into full and normal GATT relationship with Japan upon
completion of domestic procedures by their respective governments. Accordingly,
the Japanese Government considered that, as far as major trading countries were
concerned, the problem of Article XXXV had, by and large, been settled.

Howsver, there was a tendency for those countries acceding under
Article XXVI, paragraph 5(¢) to inherit their former metropolitan governments'
invocation of Article XXXV vis~a-vis Japan, and apparently all the countries
which had so acceded since the last session had claimed inheritance of this
invocation. Should that be the case, it would mean thet nearly half the
contracting parties were invoking Article XXXV against Japan. The widespread
invocation of Article XXXV by the newly acceding countries besides posing a
serious problem for the administration of the General Agreement itselfl, was



SR.21/5
Page 70

giving rise to serious concern in Japan where it was feared .that the invocation
of Article XXXV by mony newly acceding countries would have serious implications
in the context of the forthcoming Kennedy round negotiaticns. This matter in
that important context was not the concern of Japan alone but of all contracting
parties. In the view of the Japanese Government it might prove difficult, in
reducing trade barriers on items of interest to the less-developed countries
within the framework of the Kennedy round and the fction Programme, to generalize
the benefits to include the less-developed countries maintaining discriminatory
practices against Japan in terms of Article XXXV. DMr. Acki eomphasized that his
Government had no desirs to solve the issuce in such a negative manner but looked
forward to a positive and constructive sclution.

It was gratifying to note that some of the less-develeped countries which
had inherited the invocation of Article XXXV had agreed tc enter inte contractual
GATT relationships with Japan after bilateral discussions. He would urge these
countries to take the necessary procedural steps as early as possible to
formalize their undertakings. It was 2lso appreciated that some of the newly
acceded countries were not applying any discriminatory practices against Japan
and it would seem that these countries would have no difficulties in normalizing
their trade relationships with Japan. Mr. Aoki concluded by appealing to
contracting parties to co-operate in bringing tc an early end the practice,
injurious to Japan's trade, of applying Article XXXV against Japan.

Mr. CARMODY (Australia) said that the Australian Government had completcd
the procedures relative to tho disinvocation of Article XXXV and now appropriate
legislative action by Japan was awaited. The Australian Government experienced
considerable pleasure in disinvaking Article XXXV and enjoyed cordial and
mutually bencficial trade relations with Japan.

Mr. ONYIA (Nigeria) said that his country had inherited the invocation of
Article XXXV against Japun at the time of its accession. The Japanesc Government
would be aware oi' thc problems confronting Nigeriz which had up to now
necessitated the continuation of the invocation. However, it had to be pointed
out that this invocation was of a legal rather than a substantive nature since
Japan at present enjoyed better treatment in the Nigerian market than Nigeria
enjoyed in Japan. FHe expressed the hope of his Government that it would soon
be possible to resclve the matter to the satisfaction of both countries.

Mr. STONER {Canada) said that it was a2 source of plcasure to the Canadian
Government that many countries had recently disinvoked Article XXXV against
Japan. He pcinted out in this connexion that Canada had accorded Japan full
GATT treatment since the time of the latter country's accession to the GATT.

It would seem that to all intents and purposes the industrialized countries

had now ceased to invoke Article XXXV, but that a number of devoloping

countrics had invoked the Article. It was the hopc of the Canadian Government
that these countries would be able to take remedial action in this regard. The
‘recent developments as regards Article XXXV had meant that Japan was now assuming
its rightful place in the international trading community and it was to be hoped
that Japan was now in a position to make progress in liberalizing imports,
including the removal of residual restrictions and administrative impediments.
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Mr. EVANS (United States) stressed that his Government attached great
importance to providing Japan with the full benefit of membership of the GATT .
and ensuring that other contracting parties benefited from the Japanese membership.
The failure of Japan to achieve complete membership was a source of weakness 1o
the GATT and was detrimental to the long=-term interests of all contracting parties.
The United States was pleased to hear that certain countries had recently dis-
invoked Article XXXV and that Iceland had announced its intention not to invoke
Article XXXV on accession. In iils view, those less-developed countries whiich
invoked or inherited Articl: XXXV on accession were taking unnecessary action
since the GATT alresdy provided facilities for the full protection of local
industry by less-developed countries which would zcem to obviate the need to
resort to specizl devices agzinst Japan. tHe recalled that tiie representative
of Japan had intimated that countriss continuing the invocation of Article XXXV
might be excluded from the scops of concessions made by Japan in the course of
the forthcoming "Kennedy round". He noted tihiat the continued invocation of
Article XXXV was sometimes the result of legal difficulties inherent in disinvoca-
tion. He would request that representatives of such countries urge their
sovernments to disinvoke .. Licie KXXV ut b ooriicrt possinle unte

Y

r.

Mr. OCAYA (Uganda) said that his country had inherited the invocation of
Article XXXV. The question of disinvoention had keen under active consideration
by the Uganda Government and discussions had been instituted with the Japanese
Government. He pointed out, hiowover, cnat Uganda nad 2 severe adverse trade
balance with Japan which was causing sone concern. It wnz the hope of the Uganda
Government tnat once this matter had been satisfactorily resolved there would be
no delay in the formelization of reciprocal most-favourca-nation relations between
the two countries.

Mr. LEECH (Kenyz) s2id that his country had also inherited the invocation
of Article XXXV against Japan but for all practlical purposes Jzapan was accorded
most-favoured-nation treatment. It was the feeling of the Guvermment of Kenva that,
as Kenya was a developing country, it was up to the Japinese Government to make
the first move to develop trads between the two countries. Kenya had an adverse
balance of trade with Japan and it would help in considering disinvocation if
Japan were to introduce liberalizotion measures vis-a-vis =rporis Jrom Kenva.

The CHATIRMAN, in summing up, noted that thne Government of Japan had renewed
the plea that governments still invoking Article XXXV should cease to do so.
Some progress nad been made in this direction hut a number of newly acceeded less-
developed countries continued to invoke the Article. In his view the Japanesc
Goverument could take some encouragement from the statements that had been made
by representatives of certain of the invoking countries.
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5. Trade in Cotton Textiles (L/2135)

The CHAIRMAN recalled that, at their nineteenth session, the CONTRACTING
PARTIES had appointed a committee to seek a long-term solution for the problems
of international trade in cotton textiles. This Cimmitice had provided a forum
for the negotlation of an arrangement to replace the short-term arrangement
previously in force. The Long-Term (five-year) Arrangement Regarding
International Trade in Cotton Textiles had entered into force on 1 October 1562,
The Cotton Textiles Committee, which was responsible for the administration of
the Arrangement, was composed of representatives of all the countries which
were parties to the Arrangement. The Committee was required to review the
operation of the Arrangement annually and to report tc the CONTRACTING PARTIES.
The Committee had met in December 1963 and had reviewed the cperation of the
Arrangement. Its report on this first review was contained in document L/2135.

The EXECUTIVE SECRETARY, as Chairman of the Cotton Textiles Committee, in
presenting the report on the first review, emphasized the great importance of
both the review itself and the discussion of the report by the CONTRACTING
PARTIES. He wished tc draw to the attention of the CONTRACTING PARTIES the
very serious anxieties which had pervaded the discussion of the operation of
the Arrangemesnt. As was recorded in the report, many participating countries,
and in particular less-developed countries, had very serious misgivings about
the manner in which the Long-Term Arrangement was, in a number of cases, being
interpreted and implemented. The reasons for these misgivings were described
in the record of the discussion.

The Executive Secretary stressed that the Cotton Textiles Arrangement
presented a very serious and direct challenge to tl.. CONTRACTTNG FLITTES 1m0 the
context of the acute problems cf expanding the export earnings of the less-
developed countries. Everyone was aware of the political, social and economic
difficulties that zroe+ in this field, and for this reason, the review had to
be seen not only in the light of the seriousnesz cf the problem of cotton
textiles, but also in the broader context ¢f the problem of expanding the
export earnings of the less-developed countries.

The Committee, on the completion of the review, had attempted to formulate
conclusions on points which had been raised in the discussion with the aim of
facilitating the administration of the Arrangemerit and above all of ensuring
that the Arrangement would, in future. be implemented with due regard to the
objectives set out in the preamble of the Arrangement. The mest significant
conclusiong related tc the establishment of prccedures for fuller consultation
about market disruption or apprehended market disruption; the request for a
review by importing countries of action alrcady taken under the Arrangement,
where it was the view of exporting ccuntries that all the necessary elements
and criteria had not been taken into account; and the request that importing
countries look into their arrangements with respect to the administration of
quotas maintained and to consult with the exporting countries concerned with a
view to improving the market opportunities for these countries.

The Executive Secretary expressed disappointment at the fact that, although
there had been some discussion of the matter, comparatively slight attention
had been given to the guestion of structural changes and adjustments in developed
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Mr. COLLYMCRE (Jamaica, said that in 1973 nis couniry had entered into =
bilateral Arraﬁﬂement on trade in cotton textiles with the United States.

n the terms of the Arrangement Jamaican exports in all catexories of cotton
textiles were limited te a total of sighteon and a half miilion gquare yards,
with specific limitations for six ca ories and a maxinum for all categories
of 350,000 square yards per ¢ohesery. The bterms of the Arrangement were, it
had been claimed, the rest that could be aoffered bDzceuse of the alleged
disruptive effect of Jamaican exports on the Uiited Itetes market, as a result

©
of a sharp and substantial increase in Jamaican exports. This increase had
been calculated by couparing cxports during a perioel when most Jamalcan
factories were either in the pilet stase »~r had nct commenced production at

% an acononde level of
terd to a adota relating to a

he
all with a period when some were Just approachi=
ftecn months bhefore and as a

vroduction and export. @aica wzs then restri
base pericd of —welve Mont“o commencin: soue 1
result the quota amounmted to 1 little more than Jamaican oxports durinz the
formative period. This was most unrealistic and had resulted in a 4 per cent
cutback in employment. Iecently, Jamaica had iried to obtain some relaxation
(other than in the case of the six specified categories) in the category
maximum of 350,000 square yards, 50 as to provide for more flexibilit; without
exceeding the overall ceiling of eignteen and 2 hall million sjuare yards.

Even this, however, seemed to be presenting difficulty. It had to be concluded
that, as had been stated at the meeting of the Cotton Textiles Commiitee, the
Iong-Term Arrangement was being used by some ccuntries as = "Charter for
Restriction", in a wmanner which was never intended.

Mr. Collymore expressed pessimism over the outcome of some of the
conclusions reached in the review of the Arrangement. Referring specificall
to paragraph (ii} under the heading "Market Disruption” of decument L/2135
he expressed doubt as to whether imports of cotton textiiles inte the United
States represented more than 71 per cent of their tetal doxe:tlc conswaption,
so that in fact the United States had reserved for itselfl ?’“ per cent of its
home market, a fact to which, however, the United States had not paid ruch
regard in discussion. Referring to paragraph (iii. under the same heading,
he recalled that Jamaj:za had experienced gzreat difficulty in obtaining from
the United States a measure of flexitility within the overall ceiling of
eighteern: and a half million yards.

It was, he continued, pointless for industrinlized countries to express
the desire tn see the export earnings of the less-developed countries increase
whilst at the same time they imposed restrictions which had the opposite effect,
The export opportunities of Jamzica had been seriously reduced by the United
States action and it was evident that special arrangements under the GATT,
such as the Long-Term Cotton Textiles Arransemcnt, should not permit one party
to a discussion to have the unilateral right to decide what constituted market
disruption. The protestations of goodwill towards less-developed countries
could only have meaning if in such special measures restrictions were nct
imposed on exports of less-developed countries, particularly new entrants.



The Jamaican delegation felt therafoire that, notwithstanding any existing
arrangemsnts under the Cotton Textile Arrangement, the CONTRACTING PARTIES
should call upon 2ll industrialised countries, v .w.oricting the impert of
cotton textiles from less-develcped countries, to review ihesc restrictions
with a view to their elimination. TIf they could not be entirely eliminated,
then the quotas should be .ubstantially increased. The long-Term Arrangement
should ke no more than a breathing spell for importing countries > make
adjustments in the siructure of their cection textile industry. The Government
of Jamaica would, therefore, ha sirongly cpgsisad to any renswal of the
Arrangement on its expiry in 1967.

<[>~

Mr. ACKI (Japan) expressed the serious concern and apprehension of his
Government with regard to the action envicazed hy an important importing
country to increase customg duties on coitton toxtile produﬁt in connexion
with tariff reclassifications and with regard to the fact that increases in
tariff rates on a wice range »f cotton taxtile prroducis seemed to be under
consideration in another importing country. He reserved his right to bring
the matter to the attention »f the Cotton Texbiles Comnmitinze,in dve course, if
necessary.

The meeting adjourned at 5.37 p.m.



