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1.  Report by the Working Party on Preferences (I/2196 and Corr.l )

The CHATRMAN recalled that at the meeting of Ministers in May 1963 the
Mini-kers had agreed that the CONIRACTING PARTIES should study the following
proposals:

(a) the granting of preferences on selected proeducts by industrialized
countries to less-developed countries as a whole; and

(b) the granting of preferences on selected products by less-developed
countries tc all other less-developed countries.

A Working Party had been appointed to carry out this task and itc report
had been circulated in decument L/2196 and Corr.l.

% .
Reissued on 2 April in L/2196/Rev.l.
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Mr. MIYAZAKI (Japan), Chairman of the Working Party on Preferences, said
that the Working Party had held throe meetings. During the first of these
when mest members spoke as experts, the Working Party addressed itself in the
main tc the first of the twe proposals with which it was charged and concentrated
on drawing up an inventory of points to be taken into account in any scheme for
the granting of new preferences. A summary oi the peints raised at the meeting
was contained in document L/2073. During thc second mecting a further discussion
of technical pcints connected with the granting of preferences by industrialized
countries tock place. This discussion revealed that therc were considerable
divergencies of opinion among members of the Working Party, both among developed
and less-developed countries, with regard to the conditions and procedures
which might govern any such preferential arrangements. The summary of proposals
at present before the Working Party was contained in the Annex to the report
and refers both to preferences tec be granted by industrialized countries and
to preferences between less-developed countries. Included also in the Annex
were certain proposals which had been referrcd to by the Committee on the
Legal and Institutional Framework.

It could be noted from paragraph 19 of the report that the Working Party
was not in a position to draw up a2 set of agreed conclusions., It was however
the opinion that the large number of suggestions which had heen placed before
it reflected both the complexity and importance of the problems involved and
the large measure of interest in these problems which governments had demonstrated.
While many, but not all, delegations were in principle in favour of the granting
of preferences therc had been divergencies of opinion on the terms, conditions
and proccdures which might govern any preferential arrangements. There was
however a general measure of agreement in favour of further careful consideration
being given to matters on which divergencies persisted and of the desirability
of holding further mecetings at an opportune moment. The Working Party had
drawn the attention of the CONTRACTING P/RTIES to the fact that certain proposals
had been advancecd which did not fall preciscly within its existing terms of
reference but which the CONTRACTING PARTIES might also consider as meriting
detailed examination. In submitting its nrogress report the Working Party
felt that it should secek guidance and instructions on its future work.

Mr. LALL (India) said that the problem with which the Working Party had
been faced was related to an amendment of one of the basic trading rules of
the GATT and it was not surprising that the Working Party had not been able
within the short time at its disposal to arrive at agreed conclusions. As
far as his delegation could sce, there had been o broad mcasure of agreement
on the value of the concept of prefercnces. Some delegations felt that too much
advantage would flow to some countries from an applicatiosn of this concept,
others felt that too many disadvantagces would flow from these proposals to
some developed countrics. The main problem therefore had becen how to formalize
the econcept and introduce it into the General Agrecment and yet solve the
genuine concern of these two groups of countries. His dulegation wished to
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draw attention to the statement made by the delegate of cne of the industrialized
countries regarding the difficulties which his country would have within the
framework of its national policy to adopt the concept of prefercnces. He was
grateful to the delegate of this country for recognizing the great treade-
ecreating value of the concept of preferences among less-developed countries.
He therefore found it difficult to follow how the concept which would be trade-
creating among certaln contracting parties ccased to be so when it was applicd
to the relationship amongst other contracting parties. The reason why he had
drawn attention to this fact was that thc delegation of ancther important
industrialized country had stated that it would be in favour of this concept
provided industrialized countries were able to aet in parallel. However, he
could not sce hew the industrialized countries would be able to act in parallel
if one country was unable to act at all.

In the Working Party emphasis had been placed on the words "preferences
on selected products" to be granted by a certain group of countries to countries
in anocther group, but it had not yet been deeided how to seleet the products
or how to determine the groups of countries. A new process of selection had
been discovered by the highly industrialized countrics and the major trading
countries in their search for solutions of the trading problcms amongst
themselves. In their tariff negotiations each individual country wcould put
forward its "selection" and the "selcctions" made by differcnt countries would
be married and the results brought cut through the principle of most-lfaveoured-
nation treatment. It had heen discovered after considerable experience and
much hard work that an easier way of selection was to procecd through the
formula of exceptions, that is to say, the reduction in tariff barricrs would
be applied across-the-board, and wherever Jifficulties arose in the case of
special products then sclection was to be made through the basis of exception.
Mr. Lall suggested that this approach, which had becn arrived at after hard
and long experience, might he adopted by the CONTRACTING PARTIES as a guide
in the solution of the complex problems which faced the Working Party on
Preferences.

The Chairman of the Working Party, in introducing the report, had rcferred
to the terms of reference and had suggested that certain ideas which had been
made to the Working Party did not fall within these terms of refcrence. He
hoped that the CONTRACTING PARTIES would be able to indicate tc the Chairman
and to the Working Party that althrugh he was engaged in a very difficult,
complex and legal task he should rn:st be too legalistic in his approach. What
the Working Party was to consider was the whole cconcept of preferences, the
procedure, the conditions and the form in which it would appear in a re-shaped
GATT.
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On the question of timing it was necessary for the Working Party te bend
its cnergics and so to organize its work that it would be in a pesition to
produce for the consideration of the Council the draft and the text of those
articlcs which had been left blank in the report of the Committec on the Legel
and Institutional Framework. He felt that the time had come when governments,
instead of merely discussing the value of the concept of preferences or instead
cf studying its technical aspects, would apply their minds te how best the
concept could be applied and implemented. While there were differences of
opinicn, as was brought cut in the report, the many different ideas could
appear as different ways of seclving the problem. He was aware that, despitve
what his delcgation szid and despite what might be the wish of the majority
of contracting parties, once or two parties might find it extremely difficult
to make such a contribution as to make the concept a rcality. If this happened
he would wish to draw attenticn to the view cxpressed by Ministers that
"eontracting partics should give urgent consideraticn to the adoption of other
appropriate measurecs which would facilitate the €fforts of less-developed
countries tc diversify their ecuncmies, strengthen their export capacity and
increase their earnings from ovcrsecas sales". If thercfore the conclusion
was reached that, because of the inability of onc or mcre industrialized
countries, it would be impossible for the concept of preferences to be put
into practice, hc hoped that such countries would rcalize that the burden
of suggesting other equally effcetive measures would rest with them, and
that this burden weould have to be discharged in due time,

The CHAIRMAN, referring to the statement by the delegate of India
regarding the terms of reference of the Vorking Party, cobserved that so far
the Working Party had not been narrowly limitcd in its discussions to the
proposals which were specifically put before it. He imegined that the Working
Party wculd have this in mind when it resumed its task.

Mr. ACKI (Japan) said that his country was keenly awarc of the problems
facing the developing ccuntries and had participated fully in the Working
Party discussions. The divergencies of opinion which existed on the subject
under discussion was a reflection of the magnitude and importance of the
subject. His delegation felt that it would be advisable to give further
examination tc the details of various proposals so as to be in a better
position tc pass a judgement on this important issuc. The Japanese Government
would continue to pay serious attention to-this prcblem and weuld look
forward tc the rceconvening of the Working Party in due coursc.



SR.21/11
Page 161

Mr. SKAK-NIELSEN (Denmark) said that the Danish delegation had followed
the discussions in the Working Party with great interest. The report clearly
demonstrated the difficulty of the vroblems with which the CONTRACTING FARTIES
were faced. For many ycars contracting parties had lived under the most-
favoured-nation principle and it was natural that any proposal which invelved
a deviation from this principle, on which the General Agrecment wes bascd,
would have to be studied carefully and that substantial changes in the General
Agreement should be made only if they were justified by compelling reasons.
With this background, it was natural that it had not been possible for the
Working Party to make rapid progress towards e solution of the problem.
However, the deliberations which had taken place had becen cxtremely useful and
had contributed to a clarification of many of the problems connected with: the
possible granting of preferences to less-developed countrics. The Danish .
Government had not yet reached a final conclusion as te its attitude towards
this question. However, it was able to submit its preliminary points of view.
Denmark was in principle prepared to abolish customs duties and other trade
barriers for all exports from less-develcped countries. The abolition of customs
duties on industrial goods from less-devcloped countries would have to take place
over several ycars depending upcn the results of the continuing endeavours in
the GATIT to rcducc customs barricrs between contracting partics. Denmark would
be prepared to consider the pranting of tariff preferences for industrial exporis
from less-developed countries in connexion with these continuing cfforts.

In the view of his Government any proposed scheme should be governed by the
following principles: First, 1t should involve the least possible deviaticon from
the principlc of most-favoured-nation treatment. Thisz mecant that all prceferences
should be granted to 211 less-developed countries on a non-discriminatory basis.
Secondly, Denmark might 2grec, according to circumstances, to grant prefcrcences
for selected goods, but considercd that preferences for more comprehcnsive cave-
gorics of goods, if possible for all processed goods, wcere more adequate. In
this way the possibility that the preferences would have de facto discriminatory
effects between less-developed countries could be avoided and it would alsc avoid
the industries of thesc countries being concentrated in an undesirable way on a
few products. Thirdly, the prefercnces should be granted by all developed
industrialized countries. The arrangement would in this way obtain a desirable
multilateral character and would become an expression of the common responsibility
of. the developed countrics towards the developing countries. Fourthly, the
prefercnees should be subjected to a time-limit, and should be abolishod whon
the less-developed countries had developed a cortain cxport level of the products
in question. Those less-developed countrices which were most rcetarded in thedir
cconomiec development should enjoy the preferences for the longest period. finally.
the arrangement should, as far as possible, be implementcd by the industrialized
countrics granting, within certain agrecd limits, dubty-froc trcatment for proeducts
from the less-developcd countries. The CONTRACTING PARTIES werc faced with an
extremely difficult problem, but in the opinion of the Danish Government it
was a very important matter and the work and examination in the GATT ~f thwe
problem of preferences should therefore be continued.
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Mr. STONER (Canada) said that the Working Party had taken this important
and complex issue some distance forward at the present session. However, the
report and the discussions in the Working Party clearly indicated that there were
many questions which still remained unanswered. Canada attached very great
importance to its participation in the Working Party and would be prepared to
Join other contracting partics in its future work. His delegation urged all
contracting parties to ensure that whatcver decisions were reached should be
workable in practice. It appecarcd that the delegate of India had suggested a
universal system of preferences based un exceptions. This formula was shortly
to be tested in a major tariff negotlistion. Perhaps it would be wise to await
the outcome of thesze negeotiations and the success of this fcormula beforc
applying it to the problem of preferences.

Mr. VALLADAO (Brazil) referrcd to the fact that during the discussions of
the Working Party some countrics which might have taken an active part in the
work had not done so. It could be seen from the report that most of the
interventions during thce discussions werc made by less-developed countries.

It should be realized that the efforts which were being made in the Working
Party would be to the bencfit of the organizations as a whole. His delegation
regretted that once again it was obliged to veice a certain amount of dis-
satisfaction at thc lack of progress cn a very impertant problem.

Mr. RAZAFINDRABE (Madagascar) said that his country had recently acceded
to the GATT as a full Member. Howcever, his delegation had participated as an
cbserver at sessions of the CONTRACTING PARTIES since 1960 end had also attended
the meetings of various committces and working groups when matters of interest
to less-developed countrics werc discussed. This demonstrated the considerable
interest of Madagascar in the work of the GATT. His Government was struck by
the adaptation which the GATT had displayed since 1960 when many less-developed
countries had acccded. The GATT should now examine the problems facing the less-
devcloped countries in a less restricted framework. His delegation believed that
a suppression of trade barricrs might constitute the best possibility for
increasing the exports of less-developed countrics. Free access to markets could
be one of the means of achieving the expension of the trade of less-developed
countries, but could be effective only if all the relevant dispositions would have
been carried out in all countrics. One speaker had stated in a previous meeting
that equality of treatment in thc trade ficld was only ecquitablc among equals.
In other words allowance should be made for the temporary; advantages certain States
were enjoying as a result of certain arrangements they had concluded, because in
the present circumstances there were certain situations which constituted a
minimum for survival and which was an essential elcment in order for these countrien
tc continue their economic development. The countrics in this situation would
gladly leave aside all these advantages when other measurcs were taken. It was
hoped that the discussionsrelated to the development of the less-developed
countries wculd bce continued in the new spirit which had been demonstrated
during thc present session.
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Mr. BEECROFT (Nigcria) said that when the represcntative of Nigeria had
insistced at the Couneil mecting in Dcecember that the twenty-first scssion should
have before it a report by the Working Party on Preferenecs, it was noet becausc
it had cxpeeted that the Working Party would have completed its work in its
entirety, rather his delegation had thought that it would have becn possible to
have some picturc, cven hazy, of the thinking of contracting parties. This was
necessary so that, in discussions of similar issucs elsewhere, the GATT approach
would be known. Nigeria was one of the less-develceped countrics which had derived
benefits from preforances and was thercfore propared to take part in a continuation
of thc study cn the pessiblitics for prefercnces in favour of lcess-developed
countries. Such a study should take due cognizance of the present position of
those enjoying prefercnces as well as any likcely conscquences to third partices
having regard to the most-favourcd-nation clausc.

The Nigerian delegation believed that no onc sct of rules could apply in all
circumstances to all products and to all countries. For cxamplc the granting of
prefercnces by less-developed countrics like Nigeria would either have the ¢ffcet
of increasing costs to consumers, or of lowcring dutics with a conscquential
reduction of foreign exchange carnings which would endanger Nigeria's cconomic
development and plans. It was, of ccursec, technically possiblce to have twe scts
of dutics which would take carc of thesc difficultics, but there would immcdiately
be problems of establishing administration controls to avoid smuggling, ete. It
was for this reason that Nigeria had suggested that the grenting of preferences
should be implemented by way of an cnabling clause with the proviso that in special
circumstances the CONTRACTING PARTIES, by a two-thirds majority, could authorize
a contracting party te deviate from the relevant provisions of the General Aprcement.
Such an cnabling clause would of course have a negetiating procedure, the idea
being that such 2 negotiating procedurc would be carricd out by a committcce and would
afford opportunity to consider gencrally the desirability of granting proefercnces
on cach product in respect of whieh a rcquest had becn made. It would alse allcw
other less-developed contracting partics interested to statce their claim with regard
to the prefcrences envisaged., This was not a new procodurce aince Article KXVIII
had 2 similar provision. This proccdurc would also afford opportunity to contracting
parties which considered that their interests would be adverscly affoected to make
their points of view known. Another advantage would be that the committec could
decide on the duration of the prefcrencces. His delegation would welcomc comments
on this approach in duc course, and would be prepared to co-operatce with other
delegations in trying to find a2 suitablce solution to thce problem,

Mr. BOSCH (Uruguay) said it was realized that the problem involving the
question of preferences was very complex, but urgent cfforts werc requirced in
order to find a solution to this problem. In the study of this question the aspect
of urgency had not been sufficiently considered. It was hopcd that in its futurec
work the Working Party would find the solutions to which its present roport had
made refercncc.



SR.21/11
Pagc 164

Mr. LERENA (Argentina) stressed the vital importance which his country
attached to the gquestion of preferences. His Government would continuc to
fight with all its strength both in the GATT and clscwhere to have the principle
accepted and to find practical ways and means of applying it. His delegation
had been somewhat disappointed by the littlce progress that had becn made by the
Working Party. In fact his delegation was even mure concerned that all contracting
parties had nct completely understeood the urgency of the problem and some cven
doubted the very validity of the principles which were being discussed. He wished
to appeal to all contracting partics, both developed and less-developed, to think
of ways and mcans by which this principlce could be introduced in an appropriate
manner into the General Agreement. His delegation was not looking for privileges,
but wes simply secking ways and means of participating to an ever increasing
extent in international trade and it hoped that this objcetive could be reached
with the help and gocdwill of all conccrned.,

Mr. EVANS (United States) said that the views of his dclegation on the
question of preferences were refleeted in summary form in paragraphs 7 and 9
of document L/2196, a3 wcll as in the Anncx to the report. It could be scen
from the final paragraph of that document that the Working Party was not in
a position to draw up a sct of agrecd conclusions. Many, but not all delegations
were In favour of the granting of prefercnces and there were alsc differcences
of opinion on the terms; conditicns and proccdures which might govern any
preferential arrangements. There was however a general measure of agreement
on the desirability of holding further mecctings at an opportune moment. His
delegation felt that the Working Porty should resume its work when this could
most wsefully bc donc.

Mr. HAMDY (United Arab Republic) said that his delegation had been one of
the instigators of the idea of granting prcferences to products from developing
countries, and was thcrcfore disappointed that greater progress had not been
achicved, duc not only te diffcrences of opinion between developed and developing
countries, but betwcen the developing countries themselvces.

Mr, AWUY (Indonesia) said that the problem cof preferences would be discussed
during the forthcoming United Nations Conference on Trade and Development and as
it was pcssible that the conference might make recommendations on the granting
of prcferences, he would suggest that mention be madc in the conelusions of the
discussion of this item that the Werking Party on Prefercnces should take inte
account the results of the discussions during the United Nations Conference.
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Mr., PAPIC (Yugoslavia) noted that there had nst been substantial progress
on thc questlon cof the granting of proeferences by industriazlized countries to
developing countries. The Working Party had devoted itself to a number of
questions of detail, but nearly a ycar after the ministerial meeting it had not
been found possible to obtain agreer:nt in principlsz. The volume of exports of
less-developed countries to industrialized countrics of manufactured itcoms
amounted te less than 5 per cont of their total imports of thesc items. The
delay in dealing with this preblem was difficult to understand since there wes
the possibility of working out exceptions. It should also be remembered tha
developed countrics would also benefit from measurcs simed at inereasing the
foreign cxchange carnings of coveloping countrics. The Kennedy Round it was
hoped would make a positive contribution to scmce of the preblems confrenting
less-developed countries but i1t would still leave untouched the final problem
of the relative competitive positicn of the less-develuoped countrics vis-a-vis
the industrial countries in the expoert of manufactured goods.

Mr. DE SMET (Belgium) specking on behalf of the momber States of the EEC
considered that the rcport of the Working Party showed the complexity of the
problem before it. The Community's views on the value of preferences were well

known. Preferences as a means of accclerating Jdeveloping of pecrer nations
" should take acccunt of development noods 1D they werce to be equitable. They
should not be granted without reforence to the ceonomic position of the prospective
beneficliarics.

Summing up the CHAIRMAN said that the CONTRACTING PARTIES would no  doubt
wish to take note of the rcport of the Working Party on Prefercnccs. On the
basis of this report it appearcd that there was o broad meesure of agrecment that,
following the preliminary cxamination, in accordancs with the ministcrial
directive of May 1963, of the question of the granting of preferences by
industrializcd countries for the manufacturcd and scmi-manufactured products
of developing countrics, and the exchanse of prefoerences by develcping countries
with each other, there were sufficient possibilities in such arrangements to
warrant a more detailed study of the terms and conditions on which such preferences
might be cnvisaged. In this connexion, the CONTRACTING PARTIES, would wish to
take note that therc werce considerable divergencics of opinion botween contr eting
parties as to the terms, conditions and proccdurcs which would be approvrictce
to govern any such prefercential arrangements, and accordingly, in view of the
importance of these matters, invite governments to give them carly consideration.
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The Chairman suggested chat the CONTRACTING PARTIES instruct the Council
to reconvene the Working Party on Preferences at the earliest date that the
Council deened, in the light of further examination by governments, that its
work could be usehilly rzsimed. In this connexion the Council should bear in
mind the desirability of so arranging thsse further discussions that a further
report from the Working Part: might be submitted to the Council in time to enable
the Council to malke a submicsion to a session of the CONTRACTING PARTIES, to be
held not later than mid-Nevermor 1054,

"\'

The sumning ur oy tho Tlalrmen was aporoved.

The delegation ¢ vha Unitel States resarved its position eon the first
paragraph of the Chairm.n’s oum

2. Report by *hs Committee_on the Lepal and Institutional Framswork (L/21¢5)

The CEAIRIN recall:sd tlat at the mecting of Trade Ministers in May 1964
the Ministers had recomis ' ad for an adequate legal and institutional
framework to enahle the CONTARACTING PARTIES to discharge their responsibilitics
in connexion with the work of expanding the trade of less-developed countries"
and nad decidea thict a Committee should be cstablished to examine this question,
The Committee on the Lagel and Institutional Framework of GATT in Relation to
Less-Developed Countrics was appcinted and had submitted a report in

document L/2195.

Mpr. SKAK-NIELSEN (Denmark), Chairman of the Committew, said the Committee
had held three mevtlngu. At its first meeting in October 1963 a variety of
proposals were subnitiid for the Committze's consideration. The Committee was
feeling its way a2t that tima 213 vhen one looked at its present report one
realized how much urcyress nad szen mede since the first meeting., At its second
meeting in Decemier tie Commitize had bafore it a iiodel Chapter on trade and
development preper:d by ﬁh, Frecvtive 'c”etany. Following its consideration
of this Model Chapter the Comuittea 2 to the conclusion that the time had
come for ﬂovernmants to put Enrwgrd th&if own proposals on what such a Chapt:r
should contain. Sixz governr.nts than submitted proposals - Australia, Brazil,
Chils, India, thz United fAreb R:uiblic and the United States. These proposals
were before the Comrmisl-e at 1ir wmoczting during the present session of the
CONTRACTING PARTIES. 1he dr.f% “hapter which had emerged from the Committee's
delibsrations, for which the work done by a drefting group esteblished by the
Committee formed 2 valuable rFasis, was containsd in Annex 1 of the Committee's
rsport It woulc be roted thet in twoe places in the Chapter, the heading

preferences appaired in square brackets. The Committee did not discuss this
issus as it was 2. subject of discussion in another body of the CONTRACTING
PARTIES. Csrtain other proposals nut to the Committee were referred to in
paragraph 6 of the Committue's report. The Committze was unable to discuss these
proposals owing to lack of time.
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It would be notic=d that squars brackets remained in a numbcr of places
in the draft Chapter. However, the Committe. felt that the draft was
significant not because of the square brackets which remained but becauss of
the number which it had been found possible to remove. The constructive
approach of members of the Committee had made this possible and even during
the last meeting of the Committee preogress was still being made. Agreement -n
a number of difficult issues had besn achisved and the Committee considsred that,
given more time, the remaining issues could he resolved.

Mr. GARCIA OLDINI (Chile) said that his delegation once again wished to
stress the necessity of making the work and tha results of discussions of the
CONTRACTING PARTIES more accessible to the world in general. The GATT had
overlooked the necessity of public relations. Doubtlessly the GATT had saved
a Ffew dollars and had avoided certain complications but it might have gained
more understanding and assistance in the difficult task it had been carrying
out for so many years; instcad it had lost contact with public opinion thus
inducing ignorance of its work. At the ninth session of the CONTRACTING PARTIES
in 1955 certain modifications of particular interest to less-developed countries
were introduced into the GATIT which was the first recognition given te the decisive
importance of external trads in economic development. In 1958 there was the
Haberler report which shook the international community with its recommendations.
This report had advocated a curtain number of measures which could be adopted to
serve principally the development of the non-industrialized countries to enable
them to cresate continuously =xpanding markets in the interest of world trade in
genaral. As a consequence partly of the Habszrler report, the Ministerial Meeting
of 1958 adopted a programme foi trade sxpansion and cieated three commitiees to
put this programme into practice. The first committesz dealt with tariff
nzgotiations, the second committee dealt =xhaustively with agricultural trade
and the third had bpeen and was still concarned with the trade of the developing
countries and the n=2ed for increasing their sxport earnings. The efficiency of
these three committees had been unanimously racognized.

The Ministerial Mezting of 1961 had geone one st.p further. In connexion
with proposals made by the developing countries the Ministers had adopted
resolutions concerning a more flexible attitudz by the industrialized countries
on the question of reeciprocity in trade nezotiations. The ministerial mesting
had also taken decisions of a practical character for facilitating the access of
agricultural products to world markets and the acceptancs of a well thought out
series of measures to promote the trade of developing countries. At the
Ministerial Meeting in 1963 a programme of action propos:d by the developing
countries was accepted, and if applied would solve the majority of problems
affecting the trade of davcloping countries. However, in the field of actual
implementation it had besn possible only to a modest extent to alleviate the
conditicons of the countries which were in need.
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In 1962 the export earnings of Latin Amsrica as a whole had increased by
only 5 per cent as compared with 1961l. The trade balance, not including
Venezuele, amounted to a deficit of $1,160 million. The terms of trade for the
same year although not worse than in 1961 were, nevertheless, 23 per cent belov
the level of 1954, a year in which the trade situation was nearly balanced. In
the period 1955-61 thare hud tzen a nst capital inflow of $8 million compared to
" an outflow of $10 million. The reasons for this situation had not been sought
within the framework of GATT, principelly because onz had to take into account the
fact that 2 certain number of develoning countriss had not taken part in the work
of GATT. Explanations for *hws wers nwasrcus, but if such countries had pleyzd
their full part and hed crews:d 2 sclid froat to the problems posed, it woull
have been possible to arrivs a% solutlons much more quickly. However, sinces the
developing countries now reprasentsd the majority of GATT membership the work in
GATT had become ruch more dynamic and much more promising. There was also the
increasing participotion of the State-trading countries, bringing thesz countvies
closcr to the prohlams which world trade involved. Generally the lack of success
in these fields werc du: to the negative position which was adopted by at least a
certain number of industrisliz:d countries which had not been abls to assimiluite
the truth that in the intsrnational community teday the accumulation of riches in
certain ssctors generated unavoidable commitments towards the less fortunate ssctors.
© It had not been entirely understood that every conaeessicn which the developed
countries gave to the developing countries, thus increasing their purchasing powsr,
would normally be translat.d inte an increas: in exports from the very industrialized
countrizs which had given the concession.

There could be no longer any dzlay in giving satisfaction to the neads and
requirements of the develeping countries. As had bzen sxpress:d on several
ocecasions the industrializ .d countries must understand tiat thers was 2 time and
a moment for everything, end that :very concsesion in order to be useful should
be given when it still hod th. appearance of a spontaneous gift. Such opportuaities
still existed and it was the duty of the CONTRACTING PARTIES not to let such an
opportunity pass, or within the very near futurc it might bLe too late. In foci, the
necessary solutions, whethzr in the form of a voluntary concession or rapresenting
subordination to force which it was not possibls to oppose, would have to be Tound
in the GATT or as a2 resuli of the clrcumsiconces which might be created by the I>rth-
coming United Nations Trade Corferenc:. In any case it was quite certain tha
things could not continu® in the nresent vegue and equivocal situation. Tha2
developing countries had givar evidonce of thelr co-operative spirit and of thelr
creative imagination in facing up to th: reality of the situation. It was now up
to the industrializ:d countries to cbendon plans which were insufficient. «nd which
were condemned to sterility. The co-operation of the industrialized countries would
enable the finding of new and dynamic formulas which would be sufficiantly ample to
overcome the present difficulties and to take account of future difficultiss.

Mr. HAMDY (United Arab Republic) said that the new Chaptsr should reflect
adequately the progress which the CONTRACTING PARTIES had aciibeved with respect
to trade and development problems. His delegation hoped that governments would
give more consideration and thought to what could be achieved when the Committee
was reconvened.
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Mr. LACARTE (Uruguay) said that his dclegation attached great impertance to the
work carried out by the Committec and was of the view that the report represcented
something very positive. He recognized that the time factor had prevented detailed
consideration of certain aspects, including the proposals by Brazil and Uruguay
regarding an amendment of Artiecle XXIII. His delegation considered that the new
Chapter should not be limited to formalizing the wishes expressed recently for an
improvement in the situation of the less-developed countries but should establish new
clauses which would fully mecet the requirements of the developing countries.. There
had to be harmonious solutions to the difficult problems of international trade hecausc
unavoidable repercussion in other fields could not be ignored. This would be the
aprreoach that his delegation would take in the future. The conclusions which might be
adopted by the CONTRACTING PARTIES at the ¢nd of tho debate should take into account the
results of the forthcoming United Nations Conference on Trade and Development in the
future work of the Commitiec., The Committee should also deal with all the factors which
would emerge from the discussions during the Kennedy Round of trade negotiations.
Finally, Mr. Lacarte stressed the importance of the new Chapter to his delegation and
stated that, without positive results in this work, in the Kennedy Round and in the
study on preferences, thiere would be rcolly serious reason for concern.,

Miss LOVAT-WILLIAMS (United Kingdem) paid tribute to those countries which had
subniittad drafts for consideration by the Committec. It was regretted that some
countries should cast doubt on the valuc of whal bhad boeen done so far. The work done
was alrecady substzntial and it was hoped that it would soon by successfully completed.

4 was only lack of time which had prevented further progrecs during the present session;
it wag not lack of goodwill or idcas, still less of the nced to look for inspiration
elsewhere. The United Xingdom delegation would continue te play its part fully in
the working out of these now arrangements.

I“r. VON SYDOW (Sweden) said that his delegation would have preferred the problems
which the Committee had besn dealing with to have been tackled somewhat earlier in the
history of GATT. Nevertheless, the report was still timely and the fact that the
Committes had not vet been able to present a unanimous report did not in his view detract
T its value and importance. It was difficult to see¢ how it could have been otherwise,
since the terms of reference given by the VMinisters embraced an cxamination of all
aspeets of the problem. However, the report scemed to constitute definite proof that
the GATT was fully conscious of its responsibilities towards the developing countries
and of its firm intention to play its full part in this rcspect. It was of particular
importance that the dralt Chapter contained not only legal rules covering what the
organization was alrcady doing. a fact which might sometimes be forgotten or overlooked,
but also what the GATT intcnded to do In the future to further even more the objective
of facilitating the trade of developing countries. The work of the Committee should be
continued with a viow to its early conclusion.

Mr. MARTINS (Austria) said that in accordance with its gencral attitude towards the
problems existing in the developing countrics, the Austrian Government was in sympathy
with the basic philosophy underlying the proposed Chapter. He understood that certain of
the nrovisions in the draft merited still further consideration and that some additional
inte: pretation might be necessary. On pagce 3 of the Committee's report mention was made
in the interpretative note to sub-paragraph (o) of Article XXIV of the General Agreement.
ilis delegation would find it difficult to interpret the reference to Article XXIV in this
context as preventing a contracting party from taking action in order to make effective
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economic integration as comtemplated under Article XXIV, In view of the general
importance of the problem of development and of the intzrest of his country in
the matter, the Austrian Government would follow with full attention the futurs
activities of the CONTRACTING PARTIES in this field before reaching a final
attitude on all the deoteils of the proposed amendment to the General Agreement.

Mr. SOMVERFELT (Norway) =xpressed the great interest of the Norwegian
Government in the work being undoertaken by the Committee.

Mr. LALL (India) said that the Committee had before it a historic task in
reconstructing the GATT in a menn:r which would ¢nable it to deal with the
problems posed by the Development Dicadz. In view of the complexity of this
task it was not surprising that the Committee had not donc more than prepare the
outline. A new image of the GATT had not emerged in the draft Chapter. It had
been hoped by the Indian delegation that it would be possible to conclude the
Committee's work before the start of the United Nations Conferenc. on Trade and
Development and India would, in the absence of an agrecd text, find it difficult
to formulate its attitude in the discussions of the Confercence, particularly as
regards institutional matters. However, this attitude would undoubtedly be
influenced by past expericnce of the GATT.

The report of the Committ.. showed that a broad measure of agreement had
been reachod on the framework within which the GATT should be modificd and on
the principles and objectivas it should incorporatz. H: noted that apprehsnsion
had besn voiced in some quarters that in attempting to translate the Minist:orial
Conclusions into o concrete text stops had been taksn to diminish the scope of
these Conclusions. In his vicw, such judgements were ill-founded, the difficulties
experienced in achieving agrucment on the text could rather be attributed to the
wish of contracting partiss for precision when undcrtaking such legal obligations
as were entailed in th. nsw Cheptor. This showed that it was the intention of
those contracting partiss to respect their obligations. However, the objectives
should be as far reaching as had been intended by Ministers. He noted that
certain reservations had be:n recorded and he assumcd that this was merely in order
to take account of developments in the United Nations Confercnce. ¢ hoped that
the work of the Committ.e would continue and would cover new ideas emerging from
the Conference. Once agresment had beun reached the Committec should prepaire the
text of a protocol for the amendment of the General Agreement. In order to avoid
any delay in bringing into forcz any new provisions agreed on it would be desirable
to incorporat: them in a d:claration of provisional application pgnding the
acceptancae of the protocol. In finalizing the text of the new Chapter, the
Committzoe might consider the inclusion of the concept of the degree of reciprocity
expected by developed countrics from less-developad countrius; structural changes
in the industrialized countries:; the scope of the commitments of the indus-
trializzd countries; th: scop: of obligations of the luss-developed countries
and the procadures to be adopted to bring the new Chapter into force. The
Committese could make proposals to the Council at an warly date and, if a special
session in Novembzr could finalizs the modificationt, an historic task would have
been accomplished in a relatively short time.
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Mr. HARRAN (Israel) said that the report of the Committee representad the
main achievement of the twenty-first session. A first step had been taken in
adapting the GATT to meet the present needs of the world trading community and of
the less-developed countries in particular. It was a source of regret thnt no
agreed text was yet availsble but this was perhaps insvitable. The Committee had
been meeting immediately prior to the United Nations Conference on Trade and
Development and under these circumstances and in the limited time available it
was remarkable that so much had been achieved. He noted that the Committee in
its report had stated that "given more time, the remaining issues can be resclved".

The GATT reflectsd the application to international trads of the "rule of
law". In the past the law had becen e¢qual for all countries irrespective of their
economic strength. It might be arsued that Article XVIII, as it now stood, rep-
resented an attzmpt to incorporate the principle that it was inequltable to rasquire
equality of treatment among non-equals. In his view this Article was inadequate
since it was based onr the application of the permissive principle to less-developed
countries, when what in fact was needed was an undertaking by developed countries
to take positive measures to foster the trade of less-developed countries. The
draft Chapter recognized that obligations and rights should reflect the fact that
countries were not equal. While the Chapter incorporated several important
concepts others had not yet been taken into account, such as agricultural
protecticnism; the maintenance of fiscal charges on products of interest to
less~-developed countries; the necessity for structural changes in the sconomies
of the developed countries consequent upon the removal of barriers; the issucs
raised by regional integration movements in industrialized countries; th2 concept
of market disruption; iscrimination by industrialized countries in favour of
less-developad countries; State troding and arrangements for regulating trede
between market and centrally-planned cconomies. He recognized that the chiel
reason why such matters had not been dealt with in the draft Chapter was liack of
time. The Committee had before it many difficult tasks in resolving axisting
difficulties. However, these would not prove insurmountable, provided tic
political will to do so .xisted.

My, Harran noted that certain contracting parties had raised the question of
the lack of legal powar to enter into certain obligations proposed for the new
Chapter. It had, however, been pointed out that the General Agreement itself
was being applied on a provisional basis, i.e. to the sxtent not inconsistent with
existing legislation. I a similar arrangement could be made in the case of the
new Chapter, contracting parties which could not immediately accept its provisions
could withdraw their present reservations and introduce the necessary legisiative
changas at a later date. He supported the early reconvening of the Committec to
complete its work. The Committee's report should be immediately derestricted.
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Mr. EVANS (United States) said that before the session the United States had
hoped that it might be possible, in the course of the session, to arrive at an
agreed draft for a new Chapter to the General Agresment which would, in effect, be
a trade charter for the less-developed countries. However, at the outset of the
session there had been several different drafts which, in many respects, appearsd
to be almost diametrically opposed to each other. At the cpening meetings of the
Committee a number of other proposals, some on totally new subjects, were tabled.
In these circumstancas, the chances of 2 successful outcome had seemed remotec.
Now, however, it was possible to feel optimistiec. The Committee had come closer
to the completion of an agrezed draft than it could have hoped three weeks hefore.

In the draft Chapter could be found evidenca of all the proposals which the
Committee had had before it, beginning with the original mod:l Chapter which had
been presented by the Exccutive Ssceretary before the ministerial meeting. Many
disparate proposals had besn blendsd into a harmoniocus whole without the original
proposals being obscurcd. He believed that with & little more time it would have
been possible to have completed the work. There were a number of outstanding
differences, as were indicatced by the square brackets and by the alternative
provisions appearing in the text. Many of these, including some on which the
sharpest duebate had centered, reflected mere differences as to the best way of
expressing more or leass identical concepts. Some of the differences were
substantive but in the past two weeks the Committee had resolved cther substantial
differences that had originally looked as intractable.

In outlining the position of the United Stat:s Government concerning the
draft Chapter and the steps which remained to be taksn, Mr. Evans affirmed that
he could accept, ad referszndum, all the language of the draft Chapter that was
not in square brackets and all those bracketwd provisions which his delegation had
supported in the drafting group and the Committee. However, it would not be worth-
while to send an uncompleted draft to governments for approval and there should
first be a broader measure of asreement on the outstanding points of differencc.
His delegation was of the vi.w that the achicvement of that broader agrecment
would be difficult so long as a major partner in the discussions considered. it
necessary both to abstain from the zffert to arrive at an agreed text and to ksep
its hand entirely frze. In thuse circumstances, it was only natural that other
delegations should continue to maintain their positions on points which they
considered to be of special importance to them. He hoped that this situation
would soon change and the United States would then be ready to participate in a
resumed session of the Committze and would play its part in «fforts to find
satisfactory compromises on the outstanding issucs in the prusent draft.
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Mr. Evans recalled that it was the aim of the United States to achlicve
agrecment on new commitments which could be accepted in 1964, Perhaps sxperience
with the new Chapter, over time, would shew that additional commitments and
procedures should be added. 1t was possible that some wreposaels that tocay were
unrealistic, econcmically and politically, would become practicaile. Bul it
would be shortsighted ic sacrifice the gains that could be mads now whilst walting
for perfection. The United Nations Conference on Trade and Davelopment woulid be
beginning its important work in ths following week and would be attended by many
hundreds of delegates, mest of whom would he interested in the present stage of
the work of the CONTRACTING PARTIES in this field. It would clearly be inaporop-
riate, and worse than useless, for that CorfTerance to attempt teo rewrite the draft
that had been worked out by contracting parties. But this did not alter the fact
that the United Nations Conference would be dealing with similar matters and
would need a clear pictur: of vhat had been accomplished in the GATT. He
suggested therefore that the reporit be derestrictcd and that it and any relzted
statements by delegations be made available unon reguest. This did not msan that
the report would bz submitted to the United Nations Conference.

ie
he N

In concluding, li». Bvans stressed that no progress could have been achieved
with regard to the draft Tapter if the many representatives on the Committee
had not made a sincer: effort to undsrstand each cother's peints of view. Lhus
had been a very hcartening demonstration that developzd and less-developed
countries could work together in a spirit of ceo-operation and that the diffsrences
in tradition and in immecdiotz objectives, which somstimes appeared to divide
contracting partles., were mucli weaker than the forces that bound them togather;
their objectives in the longer run were the same.

Mr. DE SMET (Belgium), speaking on behalf of the member States of tho
Buropean Econecmic Comrminity, said that stress was quite correctly given to the
importancs to the CONTRACTING PARTIES of problaoms confroating the less-developed
countries. Reports had been madce by the vacious committees and sub-commitiess
established after the ministerial meeting tc implemernt the Conclusions of
Ministers. In the visw of the Community, tha main nroblem kefore the
CONTRACTING PARTIES was to formulate aconomic and trade policizs aimed at
helping the less-develcped countries to epprrach thz level of development
achieved by Industriclized countries. The CONTRACTING PARTIES had to find new
and realistic means for erabling greater participation of developing countries
in the expansion of world tindz. An analysis of thais poarticular objective
showed the complexity o7 the task bafore the contracting parties and the
desirability of co-eneration betwesn them. In view of the magnitude of this
task the Community hod hitherto been circumspect in accepting formal commitmon®s
and had refrained firom making promises which would providzs the less-developed
countries with en illuscry picture of progress. The Community was not adopting
a rigid position and was open ©o new ideas including those which might be voicer
in the United Naticns Conference.
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Mr. De Smet recalled that the Community had suggested the need for the
GATT to undergo reorientation in order to taks greater account of the problows
of the less-developed countries. As.developed countries, the member States of
the Community had experienced the value of the principles of the GATT and 1ts
pragmatic approach in applying these principles. The principles embodied in the
General Agreement had been material in preventing the development of protectionisn
and bilateralism, particularly in the early post-war years. Whilst,the Community
was convinced that the General Agreement now had to be adapted to meet present
needs it believed also that GATT's principles and working methods should be safe-
guarded. The report of the Cummittee represented an important starting point in
this direction. The increased efficacy of the GATT dspended on the use it made
of new proposals not only those generated within the organization but those
originating elsewhsrs. Taking account of such new idcas, governments would be
able to sclect the best and their representatives could continue discussions aimed
at finalizing an acceptable text of the new Model Chaper.

The twenty-first session had shown the magnitude of the work before the
GATT. It was clear that there was no quick solution to the problems with which
contracting parties were dealing. However, the work of the session had been
most useful and had demonstrated the ability of GATT to denl with these complex
problems. Itcns elucidated during the session and thosc arising from the Unit
Nations Confercnec on ‘rade and Developmont woald enzble contracting parties o
take the decisi-ns which would become necessary in the future.

Mr. VALIADAO (Brazil) supported the analysis given by the representative
of Chile on the cvolution of the GATT. It was now essential for the GATT to
shed certain of its older attitudes and to look beyond the regulation of
tariffs in order to overcome th: problems of the less-developed countries.
Brazil was not completely happy with certain aspscts of the report of the
Committes. Some differences had not been resolved and others had had to be
accommodated by the inclusion of square brackets. DBecause of lack of time
certain guestions, particularly those relating to Articles XVIII and XXIITI and
regional integration had not been dealt with at all. The work was, therefore,
incomplete and could not be regarded as satisfactory. It was the expectation of
the Brazilian delegation, howevsr, that better progress would be made in future
and it supported the continuation of tie work of the Committee.

Mpr, ONYIA (Nigeria) said that his delegation would have liksd to
have scen the completion of the new Chapter before the United Nations
Conferengc. As in the case of praferences, this had not proved possible.
The importance attached to the new Chapter by the less-developed countries
could not he over emphasized. It represented a test of the often '
expressed good-will and amity of the industrialized countries towards the
developing countries and offered them the opportunity of adopting conecrete
measures to enable less-developed countries to raise their living standards
to levels comparable with those enjoyed by dsveloped countries. The work
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of the Committee was incomplete, but there had emerged a great measure of
understanding on the principles to be followed in meeting the needs of the
less-developed countries. The remaining substantive differences were
relatively few in relation to those which had bteen resolved. It was, however,
important that the remaining differences should be removed. Contracting parties
should now reflect on the remaining substantive and drafting differences so
that more rapid progress could be achieved when the Committee next met. He
believed that, given the political will. such differences could be resolved.
He agreed with those representatives who had suggesved thal work being
undertaken in other organizations need not deflect the CONTRACTING PARTIES
from their task of reformulating the General Agreement. In fact the

United Nations Conference on Trade and Development should foster the spirit
of compromise and provide better ideas so that the GATT could be rendered
more useful to the less-developed countries. He agreed that the provisions
of an agreed new Chapter need not await the Tormal signature of an

amendment protocol, but should be brought into effect by a declaration.

Mr. CARMODY (Australia) said that, in general, the Australian delegation
supported the new Chapter which it considered a significant step forward in
achieving the objectives contained in the Ministerial Resolution of May 1963,
He hoped that the work would continue and that, when complete, the Chapter
would provide a satisfactory framework for overcoming the problems faced by
less-developed countries. He noted that there were still real differences
of opinion on certain aspects and he hoped that these could be resolved soon.

Australia had proposed the inclusion of a paragraph, appearing as
paragraph ! on page @ of the Committee's report, Lo meet the particular
position of Australia. Australia did not claim the status of a less-developed
country although in terms of certain of the ciiteria that had been advanced,
it could qualify for this status, Australia had successfully raised income
and living standards to a point which cxeluded it from the category of "less-
developed". In view of the fact that Australia did not claim to be a less-
developed country, it was not seeking to benefit from special arrangements
aimed at assisting countries in this category. On the contrary, Australia was
anxious to play its part in helping to overcome the problems of developing
countries. However, it had to be stressed that Australia could not be classified
as a highly industrialized country. Her economy depended to a very large extent
on primary production which represented nearly S0 per cent of total export
earnings. Australia, in common with the less-developed countries, had to face
prohibitive barriers to its exports, and its tcrms of trade had declined in
recent years at an almost unprecedented rate. To meet this problem Austiralia
was fostering the growth of manufacturing and wished to extend and diversify
her industries. In this endeavour she was inhibited by a2 small population and
domestic market. The resultant limitation on economies of scale gave rise to
a relatively high cost structure. Thus Australian industry experienced
difficulty in competing in the local market with exports from developed countries
and had experienced dumping of the particularly sophisticated type which was,
unfortunately, becoming prevalent in world trade.



SR.21/11
Page 170

In terms of the paragraph drafted by his delegation, Australias would
carry out the commitments outlined to the maximum extent possiblc, subject
only to due regard being paid to Australia's own development needs and
policies. 1In assessing the real significance of the undertaking given by
Australia account would have to be taken of Australia's past record in relation
to the problems of the less-developed countries. Australia had welcomed
the principles of the Action Programme and had taken an active part in its
implementation. It was a signatory to the Coffee Agreement and had participated
in the Cocoa Conference. Australia maintained no import restrietions on items
of interest to less-developed countries and admitied 75 per cent of its
imports from these countries free of duty. It would, he considered, be
generally agreed that Australiz had made a major contribution to the
activities of Committee III. As a signatory to the Cotton Textiles Agreement,
Australia had removed all quantitative restrictions on textiles and had not
invoked any of the escape clauses. Despite the existence of a domestic cotton
textile industry, Australia imported about 85 per cent of its requirements of
woven cotton textiles.

Another reason for the inclusion of the draft paragraph was the relationship
Australia enjoyed with Papua and New Guinea whose development she assisted with
very significant financial assistance, Moreover, following the granting of a
waiver by the CONTRACTING PARTIES, exports from Papua and New Guinea entered
Australia duty free and at the present time 50 per cent of the total exports of
the two territories were taken by Australia. On the other hand, Australia did
not enjoy any preferences in the two territories and in fact her share of their
trade was declining. The special position of Australia had been recognized at
the review session of the GATT and in the amended Articles XVIII and XXVIII
provision had been made for limited special arrangements for a narrowly-defined
small group of countries which were neither highly industrialized nor less-
developed. The special position of countries such as Australia had again been
formally recognized at the ministerial meeting of May 1963. It was possible
that certain of the less-developed countries were apprehensive lest the -
paragraph drafted by Australia might be invoked by other countries to escape
commitments. Such apprehension, he considered, was unjustified, as the
Australian draft parzgraph wmaintained the narrow definition provided for in
Articles XVIII and XXVIII. Nor did he consider that Australia's qualifications
should give rise to any fears on the part of the highly incdustrialized countries.
Mr. Carmody pointed out that Australia's efforts to expand and diversify its
economy had not resulted in any decline in imports and that in fact Australia
was a very large and constantly expanding market for the products of the
industrialized countries. For these reasons, it was his expectation that in
the future discussions on these matters contracting parties would agree to
the inclusion of the draft paragraph, in the proposed new Chapter.
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Mr. MIGONE (Argentina) considered that the Committee had advanced much
further than had at onc time seemed possible and there was hope that in 1964
a framework would be created for a significant increase in world trade.
Argentina shared the views expressed by the representatives of Chile, India
and Brazil in this respect. Referring to the document submitted by
Argentina (L/2180) on the principles to be incorporated in the new Chapter
he noted that these included the acceptance that the economic and social
problems of the less-developed countrics were the most important confronting
the world; +the need for international co-operation in both the financial and
trade fields if these problems were to be solved; the nature of the institutions
necessary to achieving this end; and that GATT, which was at present inadequate
to meet the needs of the less-developed countries, should be improved by the
application of principles and objiectives contained in the draft Chapter. In
the view of his delegation, the new Chapter represented a fundamental step
forward in meeting the needs of less-developed countries and the necessary revision
of the GATT could be based on the Chapter. New ideas emerging in the United
Nations Conference on Trade and Development could be given legal form in an
amended General Agreement. In this connexion certain new principles being
enunciated by the less-developed countries should be translated into concrete
measures. In conclusion, Mr. Migone proposed that the work of the Committee
should be continued in an effort to find solutions to all the problems falling
within its terms of reference whether or not they were presently dealt with in
the draft Chapter.

Mr. KAMBE (Sencgal) said that the recent admission of his country to the
GATT had imposed on it an attitude of circumspection and this had a certain
significance for his delegation. His delegation has observed and listenecd
in order to obtain the maximum profit from the stands taken by other delegations.
His delegation had followed with the greatest attention the werk of the Committec
on the Legal and Institutional Framework and although not members of the
Drafting Group had participated with the same interest in the attempt to find
solutions capable of bringing together the diverging points of view which had
become obvious within the Group. While the outcome of the Committee's work
was considerable as far as principles were concerned, his delegation had not
been satisfied with the substance of what had been achieved. When looking at
the report in more detail it could be scen that serious divergencics of
views still existed on fundamental points. Even on the mcre notion of the
definition of less-developed countrics the CONTRACTING PARTIES had not come to
an agreement. Nevertheless the fecling of his delegati on was that the key
to the dilemma in which the CONTRACTING PARTIES secmed to have found themselves
would be found in the practical acceptance which would be given to this concept.
By making the definition as clastic =25 possible and by taking into account all
the eriteria of under-development, there could be a more general understanding
at least with respect to the cstablishment of preferential systems as far as
the less-devcloped countries are concerncd. In Article XVIII:4 of the General
Agrecement it could be seen that the drafters of that Article had in a practical
spirit provided a classification which should be 2 guide for the implementation
of the provisions of that Article. 10 this part of the Agrcement were to bo
amended it would be quite natural that account should be taken of the basis
under which all the provisions of this Article werc founded. His delegation
would revert again to this question on anothcr occasion.
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Mr., PRESS (New Zealand) said that in drawing up a Chapter which placcd
new emphasis on problems of trade and development in the context of GATT, his
delegation believed that the intentions expressed by the Ministers at their
last meeting were being truly carrie” out. He hoped that agreement would be
reached quickly on 2 Chapter which would f£ill a long criticized gap, and that
in the GATT not only would justice be done to the less-developed countries;
but that justice would be scem to be dove

He supportsl tho statcnert rade by the Australian delegate regarding the
particular sitvaticn of croatiles like New Zealand and Australia. New Zealand
was dependnt oa a very cnall range of primary products for its export income,
was in the very carly stages of industrialization and was attempting to diversify
its economy. Some of the facts of life as they appeared to his delegation in
this particular context, were that 95 per cent of New Zealand's exports were
primary products. This was a very narrow basis for an economy, yet in tne
decade up to 1962 New Zealand's terms of trade had declined at a rate more than
twice that of the average decline in the terms of trade of the less-developed
countries as a whole. Nevertheless, New Zealand was not a less-developed
country in the sense that the term was normally used in the GATT, though, like
Australia, Noew Zealand would ceriainly qualify under some of the criteria which
had recently boon suaggested. liew Znaland was a country with a high standard
of living and that was why it had not claimed that it was entitled to benefits
which New Zealand supported to be the right and due of the less-developed
countries. The particular position of countries like New Zealand and
Australia had been recognized bcth at the 1955 review session and as recently
as the meeting of Ministers in May 1963.

While New Zealand was determined to play its part in carrying out, for
example, the Action Programme it could not honestly accept to undertake as fully
as the industrialized countrics the comnitments set out in the draft new Chaptcr.
It would be cishonest for llew Zealand to agree unreservedly to do something which
it was not in a positicn to <uv. However New Zealand would do all it could to the
best of its ability. Mr. Presc said that he suspencted that what New Zealand coul:sl
and would do, would not fall very far behind what industrialized countries would
find themsclves able to do. New Zealand could nct, therefere. accept a new Chapier
to the General Acezouomt ntch did not tako cognizance of the position of countries
like New Zcaland. Paragrapa 4 on prie 9 of the Committee's report would meet
this position and nhe boped it would be retained sincc it represented no more
than a fair and justifiable recognition of the position of Ncw Zealand and
like countries.
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Mr. STONER (Canada) said that the constructive progress reflected in the
Committee's report was a sample of the amount of practical co-operation which
could be achieved in the GATT between developing and developed countries. He
was oonfident that before long therc would be agreement on a new Chapter which
would cnable developing countries to measure, and more importantly to realize,
the genuine beneTits of trade expansion which the GATT was capable of generating.
He hoped that it would now be possible +o move quickly in resclving the
remaining differences some of which would of course rcquire both patience and
hard work. He considered that it would be important for the CONTRACTING PARTIES
to have before them before the end of the yecar, recommendations reflecting the
true measure of what was both possible and desirable. His delegation hoped
that when agreement had been reached on 2 now Chapter, the provisions would
enter into effect immediately without awaiting formal ratification of a
protocol. The Committee's report rightly cmphasized the importance of trade in
primary products. The freeing of the movement of these products would not only
expand the immediate export opportunities of the developing countries but would
also contribute to a strengthening and expansion of world trade in general.
This would yield enormous benefits to the developing countries over the long
haul. On the question of preferences it would be vital that discussions in
the Working Party on Preferences produce the kind of recommendation which would
enable contracting parties to make effective decisions on this most difficult
issue where so many questions were still to be answered.

In looking at the totality of the new Chaptcr it should always be borne
in mind that the Ministers had agreed that developing countrics would be given
full advantage of trade concessions negotiated between contracting parties without
having to give full rcciprocity. The Canadian delegation believed that the
most careful reflection should be given to what this would mean in terms of
trade opportunitics for the developing countriecs. The most careful thought
should be given to what degree of reciprocity was desired, since this could
vary as between developing countries and between various items of trade. It
should be recognized that cfforts for increasing the trade of thc less-developed
countries would not terminate with the drafting and acceptancc of the new
Chapter. All contracting parties both developing and developed must be satisfied
that they had created a trading system that would work. It would be only this
consideration which would bring to developing countrics genuine opportunities
to expand their trade. Throughout the discussion there had becn reminders
regarding the obligations of contracting parties to work together to cxpand
the trade of developing countries. Attention hal also been drawn to the
contractual relationships which underpinned the trading community within the
GATT. Canada strongly supported both thesc principles and was confident
that they could be rcconciled.
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Mr., SKAK-NIELSEN (Denmark) expressed the satisfaction of his Government
with the progress made so far in establishing a new draft Chapter of the
General Agreement. His delegation cunsidered it important that the relationship
between developed contracting parties and less-developed contracting parties in
the field of commercial policy should be very closely defined in a legal text
and was convinced that this work, started at the initiative of the Executive
Secretary, would be of material assistance to the developing countries in their
effort to develop and diversify their economies, and that it would also
contribute to the strengthening of co-operation between contracting parties.

Mr, MIYAZAKI (Japan) said that his delegation shared with other delegations
the view that sympathetic co-operation on the part of the developed countries
was essential for solving the problems before the CONTRACTING PARTIES. It was
in this spirit that the Japanese delegation had participated and co-operated
in the discussions of the Committee. Every paragraph of the draft Chapter would
be examined by his Government most carefully and in a constructive manner,

Mr. Miyazaki stressed that in co-operating with other contracting parties his
delegation would continue to exert its sincere efforts for the solution of the
problems within the framework of the General Agreement.

© Mr, RISTIC (Yugoslavia) expressed disappointment that the problems of
substance raised in the revision of the GATT as well as other problems had
not been solved, Those delegations which had been optimistic in their statements
had given his delegation some hope that perhaps within the United Nations
Conference on Trade and Development, precise and definitive decisions would be
taken. The essential thing which would solve these problems would be the
political will of the developed countries. It was on this political will which
would depend the successes of GATT as well as the successes of the United
Nations Trade Conference. There seemed to be the view in some quarters that the
relatively little success of the present session was due to the divergencies
between the developing countries. As far as his delegation was concerned if
divergencies did exist they were of secondary importance. The determining
factor was really the political will of the industrialized countries, The
industrialized countries were confronted with a need to change their economic
structures in order to allow an increase in imports from the developing countries,
It was not known whether they wculd be willing to maeke the necessary changes.
It would be for the industrialized countries to unswer this question. Imple-
mentation of the principle of non-reciprocity in the coming trade negotiations
would not by itself solve the problems of the developing countries., Positive
and concrete measures, whenever they could contribute to the increase of
trade of the developing countries, should also find adequate place in the
GATT. This would enable the GATT to play the rdle indicated by the Ministers
at their last meeting.
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The CHAIRMAN in summing up the discussion, said that the CONITRACTING
PARTIES would wish to note that there was agreement that it was appropriate
and timely to incorporate in the General Agreement provisions which would
adequately reflect the activities already undertaken by the CONTRACTING FARTIES
wish respect to trading problems related to the economic development of the
less-developed countries, and would provide the necessary legal and institutional
basis for the future funccioning of the CONTRACTING PARTIES w:il: respect to
these matters; that there was also agreement that such provisions should be
incorporated in a separate chapter on trade and develcpment; that on a number
of provisions to be incorpcrated in the chapter there was agreement, on some
the outstanding issues appearad to be largely a question of more precise
drafting, whilst on cthers more substantial issues remained; and that the
United Nations Conference on Trade and Development would shortly be considering
relevant or related matters. ’

The Chairmen suggested that the CONTRACTING PARTIES should agree to pursue
through the Committee on the Legal and Institutional Framework, discussicns on
the propcsed draft Chapter with a view to resolving outstanding issues; the
Committee should prepare the text of a proteccol for amendment of the General
Agreement and consider the possibilities of providing for a Declaration for the
provisional application of the Chapter pending entry intc force of the amendment
protocsl, and should present a report - the Council neot later than 30 September
1¢S5k, The CONTRACTING PARTIES .should further azree that the Coineil, :n the
light of the report submitted to it by the Committee, should submit appropriate
recommendations to a session of the CONTRACTING PARTIES to be held not later
than mid-November 1964 with the intention that governments of contracting
parties should be prepared to reach final agreement.

Mr. VALLADAO (Brazil) suggested that the second paragraph of the Chairman's
summing up might be amended to include some wording to the effect that the
Committee, n pursuing its work with a view to resolving outstanding issues, be
instructed to take into account the results of the United Nations Conference
on Trade and Development.

The CHAIRMAN commenting on the point raised by ithe delegate of Brazil saild
that his suggestion involved a point of procedure. The draft Chapter towards
which the UONTRACTING EARTIES were working implied the assumption of contractual
obligations hetween contracting parties. In the final analysis these contractual
obligations would be worked out between them for insertion inte the text of the
Agreement. It was, therefore, difficult to instruct contracting parties in the
process of negotiating, that in any binding agreement between them they would
be bound *+o take into account any particular development, whether it be one
arising from the United Nations Conference or otherwise. Nevertheless, one would
naturally expect that the Committes, and indeed the CONTRACTING PARTIES, would
wish to take into account in their future work in this field all the relevant
factors embracing the changes in eircumstance:s fthat might arise between the
present and the time when the work was resumed. He hoped that this would
satisfy the Brazilian delegation.
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The CONTRACTING PARTIES approved the summary proposed by the Chairman.
The delegation of Brazil reserved its position on the second paragraph.

3. Derestriction of documents

The CHAIRMAN said that several delegations had expressed the desire that
the reports by the Working Party on Preferences, the Committee on the Legal
and Institutional Framework and Committee III, should be derestricted. It
was not normal to derestrict documents of the CONTRACTING PARTIES until sixty
days after the close of a session, but it was within the power of the
CONTRACTING PARTIES to modify this rule if they so wished.

Mr. ONYIA (Nigeria) said he appreciated that the documents mentioned by
the Chairman were particularly important and contained information which might
be useful to delegations taking part in the United Nations Conference on Trade
and Development. He would have no objection to the derestriction of thesc
reports, providing it was understood that they were not to be submitted to the
Conference as working papers nor for discussion of the ideas elaborated in them.
He would rather see the United Nations Conference arrive at its own conclusions
and draw up its own papers on these matters. In his view the reports should be
derestricted merely for the information of delegations.

It was agreed that the three reports would be derestricted on the under-
standing that they were to be available to delegations attending the United
Nations Conference for information only.

4, Election of officers (W.21/10, W.21/12)

The CHAIRMAN said that at a meeting of Heads of delegations it had been
decided, in view of the increasing number of contracting parties, to recommend
to the CONTRACTING PARTIES that in future there should be three instead of two
Vice-Chairmen. It was proposed that one of the Viece-Chairmen should be
designated the First Vice-Chairman and that he should be resident either in
Geneva or fairly close to the GATT headquarters and should normally preside
whenever the Chairman is not available. To give effect to this recommendation
thie Executive Secretary had drawn up a new text for Rules 10 and 11 of the
Rules of Procedure, as set out in document W.21/12.
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The proposed amendment of Rules 10 and 1l was approved.

On the recommendation of the Heads of delegations, the CONTRACTING PARTIES
elected the following officers to hold office until the close of the twenty-
second session:

Chairman: Mr. J.H. Warren (Canada)

Vice-Chairmen: Mr. J. Lacarte (Uruguay) - First Vice-Chairman
Mr. G. Bresson (Upper Volta)
Mr. N.T. Montan (Sweden)

The CHAIRMAN declared the session closed at T7.30 p.m.



