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5 February 1948

REPORT BY CHAIRMAN OF SUB-COMMITTEE C OF COMMITTEEIIMEE Il

ON ARTICLANDES 13 14 ORDINATINGCOMMITTEETO CO-

1. AfteralA gene discussion of Article 13 of the Geneva Draft in the

Sub-Committee paragraph 1 was left to be consiladered ter. The Sub-Committee

then considered the procedure for measures in conwflict ith negotiated
comitents but not inconsistent with ngn-nerotiatmmitments,ents, i.e. with
other provisions of ChapVer IY. In relation to these measures the Sub-

Committee has approved a procedure set out on pages 2 and 3 of

E/CONF.2/C.2/C/W.9 (Annex A). The Sub-Coemittae then considered measures in

conflict with non-negoticommitmentsments and referred the question to Working
Party No. 3. These are the difficult cases and if agreement could be reached

on them the problem could be considered settled. If a procedure were worked

out for measures in conflict with non-negotiated commitments, it would however

still be necessary to consider the procedure appropriate to measures which

were inlictfliot wîth both negotiated and non-negotiated commitments.

2. Working Party No. 3 has worked out a procedure under Article 13 for

dealing with non-negotiated commitments starting from suggestions originally
put forward by the representative of Brazil. This procedure has been worked

out on a personal basis and withomut comitting the delegations concerned.

The representative of Mexico in particular has reserved his position as

regards tmmi co-itments with which this procedure might be concerned. The

proceisdure set ouA in hnnex B.

3. At the meeting of the forking Party on 30 January the representative of

China suggested two cases in which subsequent approval should be substitutes

for prior approval and on 4 February the representative of Colombia suSsested
cases in which the Organization would be required to concur in and grant
release from, obligations with respect to measure proposed in accordance with
the procedure set out in Annex B. The suggestions of the representatives o

China and Colombia are set out respectively in Annexes C and D.

4. At the meeting of the Working Party on 4 February the representative of

Mexico emphasized inat li his view the procedure set out In Annex B should
not be applicable to quantitative restrictions, unleas the exceptions to

quantitative restrictions allowed under paragraph 2 of Article 20 with respect
to agricultural or fisheries products vere submitted to the same procedure.
If, on the other hand, paragraph 2 of Article 20 were retained in its

present for, thenihe wlshed an equilmbriun to be establishdd ani he wanted

quantitative restrictions. for economic development to be capable of being

imposed on the same term as quantitative restrictions under paragraph 2 of
Article 20. It was however agreed to leave this mater for discussion later

/andato teke
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and to take up the suggèstions of the representatives of Colombïa and China.

5. It was decided that the suggestions raised by the representatives of

Colombia, China and Mexico should be examined first. If no agreement could

be reached either on the base of the procedure already worked out and set

out ln .Annex B or on the basis of the Colombian, Chinese or Mexican

suggestions, then further suggestions listed in Annex E might be considered.

These suggestions are to give an applicant Member three alternative

possibilities of action - (a), (b) and (c) - of which (c) is the procedure

already worked out and set out in Annex B.

/lANNEXA
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E/CONF. 2/C 2/C/W. 9
28 January 1948

ORIGINAL: ENGLISH

ANNEX A

(See Pages 2 and 3)

SECOND COMMITTEE: ECONOMIC DEVELOPMENT

SUB-COMMITTEE C ON ARTICIES 13 AND 14

NOTES ON THE TENTH MEETING

Hold at the Capitol, Havana, Cuba, on Wednesday,
28 January 1948 at 3.CO p. m.

Chairman : Mr. GUTIERREZ(Cuba)

The SubCommittee considered the report of Working Party 2 contained
in document E/CONF.2/C.2/C/W.8.

The United. Kingdom representative proposed the following sentence to
be inserted at th end or the third sentence of paragraph 2 (c): "Such
measure shall in any case be terminated as soon. as the re-negotiations are
completed or discontinued."

The representative of Mexico proposed that the words "the Organization
determines that" be inserted before the words "the re-negotiations" in the
United Kingdom amendment.

The representative of China proposed the substitution of the phrase
"preceding the date on which the Member initiated action under this
paragraph" for the words "preceding the date on which the Member's original
notification was made under sub-paragraph (a) of this paragraph" in

paragraph 2 (c).
The United States representative proposed that the vords "sub-paragraph (a)

of" be inserted before the words "this paragraph" in the Chinese amendment.

Paragraph 2 (c) as amended. by the representative of the United. Kingdom,
Mexico, China and the United States was approved by the Sub-Committee.

The Sub.Committee also agrced with the conclusion reached by the

Working Party that the decision of the Sub-Committeeestablished by the
Sixth Committee to consider Chapter VIII of the Charter, as set out in
document E/CONF.2/c.6/49, met the purpose of the Cuban proposed amendment
to paragraph 2 (a) (ii),

Paragraph 2 (a) and (b) of Article 13, as approved by the Sub-Committee
at its Sixth. Meeting, with the addition of paragraph (c), would thus read
as follows:

/"2. (a) If a
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"2. (a) If a Member in the Interest of its programme of economic

development or reconstruction considers it desirable to adopt
any non-discriminatory measure which would conflict with any

obligation which the Member has assumed through negotiations
with any other Member or Members pursuant to Chapter IV, but

which would not conflict with the provisions of that Chapter,
such Member

(i) shall enter into direct negotiations with all the other

Member which have contractual rights with a view to

obtaining agreement. The Members shall be free to

proceed in accordance vith the term of any such

agreement, provided that the Organization is informed

of the results of the nogotiations; or

(li) shall initially or may in tho event of failure to roach

agreement under sub-paragraph (1) above apply to the

Organization. The Organization shall determine, from

amongMembers which have contractual rights, the Member

or Members materially affected by the proposed measure

and shall sponsor negotiations between the applicant
Member and these Members with a view to obtaining
expeditious and substantial agreement.

The Organization shall establish and communicate to the Members
concerned a time schedule for such negotiations, following as far
as practicable uny tine schedule which may have been proposed by

the applicant Member. The Members shall commence and proceed
continucusly with such negotiations in accordance with the time

schedule laid d.wn by the Organization. At the request of a

Member the Organization may, where it concurs in principle with
the proposed measure, assist in the negotiations. Upon substantial
agreement being reached, the applicant Member may be released by

the Organization from the obligation referred to in this paragraph,

subject to such limitations as may have been agreed upon in the
negotiations between the Members concerned.

(b) The Organization and the Membere concerned shall proserve the

utmost confidence in respect of matters arising under this paragraph.
(c) If as a result of action initiated under this paragraph, there

should be an increase in the importations of the product or products
concerned, including products which can be directly substituted

therefor, which if continued would be 50 great as to jeopardize

/substantially
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subtantially the plans of the applicant Member for the establishment,

development or reconstruction of the industry, industries or branches

of agriculture concerned, and if no preventive measures consistent

with this Charter can be found which seem likely to prove effective,
the applicant Member may, af er informing, end when practicable

consulting vith tho Organization, adopt such other measures as the

situation may require provided that such measures do not restrict

imports more than necessary to offset the increase in imports

referred. to in this sub-paragraph. Except in unusual circumstances
such measures shall not reduce imports below the level obtaining
in the most recent representative period preceding the date on

which the Member initiated action under sub-paragraph (a) of this

paragraph. The Organization shall determine, as soon as

practicable, whether such measures should be continued, discontinued

or modified. Such measures shall in any case be terminated as soon

as the Organization determinos that the re-negotiations are

completed or discontinued. It is recognized that the contractual

relationships referred to in. sub-paragraph (a) of this paragraph
involve reciprocal advantages, and therefore any other Member with

whose contractual rights such action conflicts and whose trade

is materially-affected by the action, may suspend the application
to the trade of such Member of such substantially equivalent

obligations or concessions under Chaptor IV, the suspension of

which the Organization does not disapprove. Any Member intending

to suspend such application shall consult the Organization before

doing so."

/ANNEX B
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ANNEXB

ARTICLE 13

PROCEDUE FOR MEASURES INCONSISTENT WITH NON- NEGOTIATED COMMITMENTS

BASED ON SUGGESTIONS MADE BY THE REPRESENTATIVE OF BRAZIL AS

WOREDOUT BY WORKING PARTY NO. 3 OF SUB-COMMITTEE C

OF COMMITTEEII UP TO AND INCLUMING

4 FEBRUARY1948

(a) If a Member in the interest of its prograzme of economic development
or reconstruction considers it desirable to adopt any non-d-scrininatory

measure which would conflict with any provision of Chapter IV, such

applicant Member shall so notify the Organization and shall transmit to

the Organization a written statement of the considerations in support

of the adoption of the proposed measure.

(b) The Organization shall promptly transmit such statement to the

Member or Members which are determined by the Organization to be

materially affected by the proposed measure. Such Member or Members shall,
within the time limit prescribed by the Organization, inform. the

Organization whether, in the light of the anticipated effects of the

proposed measure on the economy of such Member or Members, there is any

objection to the proposed measure If there should be no objection on

the part of the affected Members to the proposed measure, the

Organization shall immediately free the applicant Member to apply it.

(c) If there be any objections, the Organization shall promptly examine
the proposed reasure having regard to the provisions of this Charter, to

the consideration presented by the applicant Member and its stage of

economic development or reconstruction, to the views of the Member or

Members determined to be materially affected, and to the effect which the

proposed. measure, with or without modifications, is likely to have

immediately and in the long run on international trade and in the long

run on the standard of living wither. the territory of the applicant Member.

If, as a result of such examination, the Organization concurs in the

proposed measure, with or without modification, it may release the

applicant Member from its obligations under the relevant provision of

Chapter IV, subject to such limitations as it may impose.

4. (a) If, having regard to the provisions of sub-paragraph (c) of

paragraph 3 it is established in the course of such examination that the

proposed measure is unlikely to be more restrictive of international

trade than any other practicable and. reasonable measure permitted under

this Charter which could be impos A without undue difficulty and that it

is the one most suitable for the purpose having regard to the economics

of the industry or branch of agriculture concerned and to the current

4251 /economic condition
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economic condition of the applicant Member, the Organization shall concur

in such measure, and grant such release as may be required to male such

measure effective.

4. (b) If in anticipation of the concurrence of the Organization in the
adoption of a measure concerning which notice has been given under
paragraph 3 of this Article, there should be an increase or threatened
increase in the importations of the product or products concerned,
including. products which can be directly substituted therefor, so

substantial as to jeopardize the plans of the applicant Member for the
establishment, development or reconstruction of the industry or

industries concerned, or branches of agriculture concerned, and if no

preventive measures consistent with this Charter can be found. which
seem likely to prove effective, the applicant Member may, after

Informing, and when practicable consulting with, the Or-anization, adopt
such other measures as the situation may require pending a decision by
the Organization on the Member's application, provided that such measures

do not reduce imports below the level obtaining in the most recent

representative period preceding the date on which the Members original
notification was made under paragraph 3 of this Article.

5. In the case of measures referred to in paragraph 3 of this Article, the

Organization shall, at the earliest opportunity but ordinarily within fifteen
days after receipt of the statement referred to in paragraph 3 (a) of this
Article advise the applicant Member of the date by which it will be notified
whether or not it is released from. such obligation or obligations as may be.
relevant. This date shall be not more than ninety days subsequent to the
receipt of such statement; provided that, if before the date set, unforeseen
difficulties arise, the period may be extended after consultation and
agreement wlth the applicant Member. If the applicant Member does not receive
such decision by the date set, it may after informing the Organization,
institute the proposed measure.

Notes:

(a) It was agreed that paragraph 2 (b) of text regarding negotiated

commitments approved by Sub-Committee C at Tenth Meeting (see

E/CONF.2/C.2/C/W.9) should be made applicable to non-negotiated
commitments and inserted at an appropriate place with the following words:

"The Organization and the Members concerned shall preserve the
utmost confidence in respect of matters arising under this Article".

(b) With reference to the proviso at the end of paragraph 4 (b) it was
agreed to insert the following in the report of the Working Party:

"There was some, discussion as to the proviso at the end of
paragraph 4 (b). The representative of China was concerned that

/there might be
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there might be a flood of imported in a short period equivalent to

normal- consumption over a very long period. It was agreed that the

text would. permit a Member to prohibit entirely or reduce the imports
of a product to the extent needed to ensure that, over the whole

period following the date of notification of the Member's application,
that product was not imported. at a rate greater than in the most

recent representative period preceding the date of notification".
The Chinese representative reserved the right to raise the matter

again in Sub-Committee.

(c) The representative of the United Kïngdom reserved his position as

rewards the words "and agreement" in the eighth and ninth lines of

paragraph 5.
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ANNEX C

SUGGESTION OF CHINESE DELEGATION TO WORKING
PARTY No. 3 OF SUB-COMMITTEE C

30 JANUARY 1948

6. Notwithstanding the provisions in paragraphs 3 and 5, c Member may,
under the following circumstances, adopt eny non-discriminatory meesure

which would conflict with eny provision of Chapter IV and obtain subsequent
approval of the Organization:

(a) When, due to unforeseen circumstances, its programme of economic

development or reconstruction give rise suddenly to a surplus in

certain product or products.

(b) When foreign competitors to domestic producers suddenly lower the

prices of their products for the purpose of destroying the infant
'ndustry or industries of the applicant Member, which lowering of prices
does not come within the scope of dumping, or if it does, against which
the anti-dumping measures permitted unde. Article 33 have proved to be

ineffective.

/ANNEX D
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ANNEXD

ARTICLE 13

PROCEDURE FOR MEASURES INCONSISTENT
WITH NON-NEGOTIATED COMMITMENTS

ADDITIONAL PARAGRAPH PROPOSED BY REPRESENTATIVE OF COLOMBIA FOR INSERTION
AFTERPARAGRAPH 4

5. (a) The Organization shah concur in any prpposed measure

and grant such release as may be required to make such
measure effective whenever the applicant Member can prove
any one of the following circumstances:

(i) that the proposed measure refers to the achievement
of a plan of economical development already in

operation at the date on which the Final Act of the
Conference on Trade and Employmentis signed, provided.
the production of the product to which the proposed. measure
will be applied has been expressly contemplated in such plan;

(ii) that the proposed, measure is directed to protect an industry
which constitutes the traditional occupation of important
groups o population in the applicant country;

(iii) that the proposed measure refers to the protection of an

industry for the transformation of mineral products existing
in the territory of the applicant country;

(iv) that the internal demand has been reduced to such an extent
as to constitute a serious threat of unemployment in the

applicant country in the field of the industry or economical
activity to which the proposed measure refers;

(v) that the proposed measure will not reduce import of tha product

concerned. below the level in an representative period selected
in the manner provided for in paragraph 4 or Article 22.

(b) Couatries imposing measures under this paragraph shall as

much as possible avoid causing unnecessary damage to the interests
of any other Members countries, and shall periodically report to the

Organization regarding the application of such measures. The
Organization may at any time make recommendations as to the manner in
which any such damages can be avoided.

(c) Nothing in this paragraph shall prevent that the Organization may
authorize protective measures in cases other than those contemplated
in this provision.

/ANNEXE
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ARTICLE 13

PROCEDURE FOR MEASURES INCONSISTENT

WITH NON-NEGOTIATED COMMITMENTS

SUGGESTIONS AS TO ALTERNATIVE PROCEDURES

3. If a Member in the interest of its programme of economic development or

reconstruction considers it desirable to adopt any non-discriminatory measure

which would conflict with any provision of Chapter IV, such Member

(a) Shall enter into direct consultations with the Member or

Members which, in its judgement, will be materially affected

by the measure, with a view to obtaining agreement. Upon

complete or substantial agreement being reached, the Member

interested in taking the measure shall apply to the Organization
for release. The Organization shall promptly examine the

application to ascertain whether the interests of all the

materiallly affected Members were duly taken into account. If

the Organization reaches this conclusion, with or without further

consultations between the Members concerned, it shall grant the

applicant Member the release requested; or

(b) Shall request the Organization to grant immediate release

for the adoption of the proposed measure. The Organization shall

grant release for the application of the proposed measure, with

or without modification, provided that it is of the view that a

prima face case has been established that no measure other than

the proposed ane is more suitable in the circumstances of the

particular industry or branch of agriculture and the general
economic situation of the applicant Member, and that the proposed
measure be taken subject to any possible subsequent representations

fram any Member or Members which may consider themselves to be

adversely and materially affected by it; or

(c) Shall so notify the Organizatior, and shall transmit to it a

written statement of the considerations in support of the adoption

of the proposed measure.

(i) The Organization shall promptly transmit, etc.

(ii) The Organization shall promptly examine, etc.
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REPORT BY THE CHAIRMANOF SUB-COMMITTEE E OF COMMITTEE III TO THE
CO-ORDINATION COMMITTEE ON THE "ECONOMIC DEVELOPMENT"

ISSUE IN ARTICLE 20

The delegations of Argentina and Chile submitted amendments to

Article 20 which wouldgive Members the right to impose quantitative

restrictions without prior approval for purposes of promoting economic

development. Sub-Committee E of Committee III to which these amendments

were referred decided that a solution might be most easily reached through
informal discussions on the meaning and application of Article 21. The group
which was appointed held numerous meetings and reached a tentative agreement
on an amendment and interpretation of paragraph 3 (b) of Article 21. The

amendment and interpretation have been referred by the Chilean delegation to

îts Government. When a reply is received the group will report to
Sub-Committee E.
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REPORT BY THECHAIRMAN OF THE JOINT SUB-COMMITTEE OF COMMITTEEIl AND III

TOTHE CO-ORDINATIONCOMMITTEE ONTHE
"ECONOMIC DEVELOPMENT" ISSUE IN ARTICLE 15

The Joint Sub-Committes set up by Committees Il and III to consider the

proposals on Tariff Preferences and Customs Unions (Articles 15, 16 end 42)
has examined, among the items on its agenda, the suggestion of several

delegations that greater freedom should be allowed in the establishment of new

preferences to promote economic development. Some of these proposals would

involve the removal of the "prior approval" provisions of Article 15.
The Sub-Committee, composed o. sixteen members, held ten meetings and

then appointed a Working Party of seven to examine the proposals in detail;

the 'Working Party has held sixteen meetings. The purposes and the scope of

Article 15 have been carefully examined, and the Chairman of the Working Party,
M. Royer, has now submitted for consideration a revised text of the Article

(see copy attached). It is hoped that the Members of the Working Party will

reach agreement on a revised draft, and that the amendments proposed will
be acceptable to the delegations which have submitted amendments. In that

event a revised version cf Article 15 can be referred with approval to the

Sub-Committee.
It should be possible to inform the Co-ordinating Committee by Monday

next, 9 February, whether substantial agreement can be reached in the

Sub-Committee.

/JOINT SUB-COMMITTEEON
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JOINT SUB-COMMITTEE ON TARIFF PREFERENCES

REDRAFT OF ARTICLE 15
AS SUGGESTED BY THE CHAIRMAN OF THE WORKING PARTY

1. Members reconize that in special circumstances the conclusion of

preferential agreements may facilitate the carrying out of programmes of

economic development and reconstruction by enlarging the market available

for new industries or industries in process of reconstruction.

2. Any ember or Members contemplating the conclusion of such an agreement

shall communication their intention to the Organization and provide it with

the relevant information to enable it to consider the contemplated agreement.

The Organization shall. promptly communicate such information to all Members.-

3. The Organization shall consider whether the contemplated agreement

fulfils the following conditions and requirements:

(a) the territory of éach party to the agreement shall be contiguous

with that ofone of the other parties, or all parties shall belong to the

same economic region;

(b) the agreement is necessary to the accomplishment of a Member's

general programme of economic development or reconstruction, and the

preferential customs duty in such agreement is neccesary for the

creation of a sound and adequate market for a branch of industry or

agriculture, to be newly created, substantially modernized or

(c) the parties to the agreement undertake to grant free entry to the

party concerned for the product of the industry in question or a

sufficient reduction of dutiesto achieve the objected referred to in

sub-paragraph (b);
(d) any compensation granted to the other parties by the party

receiving preferential treatment shall, if it is a preferential

concession, conform with the provisions of this paragraph, /Provided
that if such compensation is not practicable when the agreement is

arrived at, tariff advantages may be temporarily conceded on products

not conforming to the requirements of sub-paragraph (b) to the extent

necessary to afford due compensation.]
(e) the parties to the agreement undertake to bind against increase

the import duties which they applied to the products in question at

the M.FN. rates in force before the notification referred to in

paragraph 2, in the. country in which the industry concerned is located,

Provided that the parties to the agreement may apply to the

Organization for an increase of these duties in accordance with

/Article 13
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Article 13 such bindings of duties to be governed by the provisions

of Article 17 (I d).

4. (a) If the Organization finds that the contemplated agreement fulfils

the conditions set forth in paragraph 3 and that the conclusion of the

agreement is not likely to insure substantially, the interests of Members

not parties to the agreement, it shall authorize the parties to the

agreement to depart to the necessary extent from the provisions of

Article lo as regards the products covered by the agreement.

(b) If the Organization finds that the contemplated agreement while

fulfilling the conditions set forth i. paragraph 3, is likely
substantially to injure Members not parties to the areement, the Members

contemplating the conclusion of such agreement may enter into

negotiations with the affected Members with a view to reaching substantial
agreement within a reasonable time. If and when an agreement is

arrived at, the Organization shall authorize the parties te the agreement

to depart to the necessary extent from the provisions of Article lo as

regards the products covered by the agreement.

5. Members may, subject to such conditions as the Organization may impose,
enter into preferential agreements which do not conform in all respects to

the provisions of paragraph (3), provided that such agreements have received
the approval cf the Organization by a two-thirds majority of the Members

present and voting. In its examination of any proposal falling under

the provisions of this paragraph, the Organization shah give due

consideration to the extent to which an exception from most-favourednation

clauses, such as would permit the establishment of the proposed preferential
arrangement, may already have received general recognition in treaties to

which the Members of the Organization are parties.



FOURTHDRAFT OF THE REPORT OF TRIPARTITE WORKING PARTY TO

SUB-COMMITTEE A OF COMMITEE III, SUB-COMMITTEE D OF

COMMITTEEVI AND TO THE JOINT SUB-COMMITTEEOF

COMMITTEE II AND VI AS REDRAFTED AT THE
SEVENTH MEETINGHELD ONTHURSDAY,

19 FEBRUARY 1948

1. The Tripartite WorkingParty was established by the Joint meeting of

Sub-Comittee A of Comittee III, Sub-Committee D of Committeè VI and the

Joint Sub-Committee of Committees Il and VI at its first meeting held on

3 February, in order to examine proposals for incorporating in the Charter

provisions concerning a Teriff Committee and a Committee for Economic

Development and Reconstruction.

2. The Tripartite Working Party consisted of representatives from Australia,

Mexico, Pakistan, the United Kingdom and the United States and held

meetings under the Chairmanship of Dr. H. C. COOMES (Australia). It examined
(a) the joint proposal by Australia, Mexico and the United States

(E/CONF.2/W.15)and the amendment to this proposal submitted by the

delegation of Pakistan (E/CONF.2/W.15/Add.1);
(b) the proposal submitted to the Working Party by the delegations of

Belgium and Pakistan;

(c) the amendments relating to the Tariff Committee suggested by the

delegation of China (E/CONF.2/C.6/12/Add.7); and

(d) the amendment submitted by the delegation of Cuba to Article 17,

paragraph 4 (E/CONF 2/C.3/A/W.48).
3. As a result of its examination the Working Party has proposed for

consideration by the Sub-Committees:
(i) an amendment) Article 70 of the Draft Charter dealing with

the structu-e of the Oranization and set out in Annex A;

(ii) a new Article 81A providing for a Committee for Economic Development

and Reconstruction as set out in Annex B:

(iii) a revised text of Article 81 of the Draft Charter On the Tariff
Committee as set out in Annex C;

(iv) a change in the structure of paragraph 4 of Article 17 as

contained in E/CONF.2/C.3/A37 and set out in AnnexD;

(v) an amendment to Article II of the G.A.T.T.

/4. In relation
5107
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4. in relation to the functions of the Committee for Economic Devolopment

and Reconstruction, 'the Working Party drew attention to the fact that the

proposals would have the effect of giving the Committee almost exclusive

initial responsibility in relation to Articles, such as Articles 9, 10, and

11, in which economic development considerations would be dominant. In

other cases before the Organization, such as those under Articles 13, 14 and

15, the Committee would have initial responsibility for those aspects of the

cases concerned with economic development, but since other considerations
would be involved, this responsibility would of necessity be partial. In

such cases of partial responsibility decisions would be made by the Executîve

Board which before reaching a decision would be required to obtain the views

of the Committee for Economic Development on such aspects of the question as

fall within the competence of the Committee.
5. The Working Party agreed to put forward for consideration the proposaI
in paragraph 2 of Annex B relating to the composition of the Committee for

Economic Development and Reconstruction. It was recognized that there was

a variety oS possible views both as. to

(a) the number of members of the Executive Board who would also be

members of the Committee; and

(b) the method of selecting the members of the Committee so as to

ensure adequate representation and balance.

The delegate of Pakistan, for example, submitted a proposal by which

the members of the Committee would be elected by the Conference: six from

the Executive Board and twelve from members who were not members of the

Executive Board.

Another possibility is that the composition of the Committee as selected

by the Board should be subject to confirmation or review by the Conference;

As it seemed probable that the Sub-Committees concernod would be called
upon to consider other variations of this paragraph put forward by delegations
not represented on the Working Party it vas decided to put forward the

proposal as embodied in the text of Annex B but to draw the attention of the

Sub-Committees to possible variations to which the Working Party had given
consideration.

6. The Working Party also examined a set of proposes submitted by the

delegation of Belgium relating to the functions of the Committee for Economic
Development but concluded that as they were based upon a conception of the

relationship between the Committee for Economic Development and Roconstruction

/and the
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and the Executive Board essentially different from the compromise conception

upon which the Working Party' s draft text had been based that it would be

more appropriate for this issue to -be raised by the delegate of Belgium when
the question of this relationship is being examined by the Sub-Committees.

7. The Working Party thought it necessary to draw attention ta the fact that

paragraph 1 of Article 81 as set out in Annex C made it clear that the

functions of the Interim Tariff Comittee did not extend to Article 13.

8. Since the provisions of the present paragraph 4 'of Article 17 would not

be applicable ta negotiations subsequent ta the first set of negotiations
and it would therefore be necessary for any complaint arising under this

Article to be dealt with in accordance with Chapter VIII, the Working Party

has thought it advisable to suggest the division of paragraph 4 of Article 17
as sot out in E/CONF.2/C.3/A/W.37 into to separate paragraphs in order to

make clear the fact that, in considering complaints in relation to the

obligation of paragraph 1 of Article 17 in accordance with the provisions of

Chapter VIII, as well as with the provisions of paragraph 5 of Article 17,
the Organization shall have to take into account all the relevant circumatances,

including developmental and othter needs, the fiscal structures of the Members

concerned and the provisions of the Charter as a whole.

9. Concerning paragraph 5 of Article 31 the Tripartite Working Party
considered three situations in which an appeal might be required from a

decision of the Tariff Comittee authoring, a withdrawal of concessions from

a Member:

(a) where the Member alleges that it has been unreasonably prevented
from becoming a contracting party to G.A.T.T.;

(b) where a Member, having become a contracting party to the G.A.A.T.

but not having concluded negotiations with all the other contracting

parties, alleges that it is being required to make unreasonable

conceseions in negotiations with such other contracting parties_.
(c) Where a Member which -as concluded the first set of negotiations

contemplated in paragraph 1 of Article 17 has been called upon to

carry out subsequent negotiations and alleges that it is being required
ta make unreasonable concessions.

'As a result. of this examination the Working Party agreed that the present

text of Article 17 which reads "...the Organization may waive the requirements
of Article 16 to the extent necessary to pormit the complaining Member or

Members to vithhold .... benefits" does not permit the Committee to authorize
a Member which is also a contracting party to withhold from another contracting

/party
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party benefits embodied in the G.A.T.T. since this would involve not merely a

vaiver of Article 16 but also of Article II of the G.A.T.T. As the texts of

Article 17 and Article Il of the G.A.T.T. at present stand, therefore, the

second and third cases cannot arise.

10. However, the Cubar. delegation has proposed an amendment to Article 17

which consists in inserting the words "and/or the provision of the general

agreement of tariffs and trade" in the thirteenth line of paragraph 4 of

Article 17 as contained in C.3/A/W.37. This amendment would enable the

Organization to waive also the requirements of Article II of the G.A.T.T.

Judged solely in the light of the issues before the Working Party and

without prejudice to the work of other Sub-Committees and workingparties on

this matter, it was the view of the Working Party that it was desirable that

it should be possible to authorize contracting parties to vithhold bonefits

embodied in the G.A.T.T. from another cont acting party with whom they had

not completed negotiations if it were judged that contrtoting party had filled

to fulfil its obliations under paragraph 1 of Article 17. It was considered

that technically this could. best bo achieved by an amendment to Article II of

the G.A.T.T.

It is therefore advisable that the contracting parties to the G.A.T.T.

should meet sufficiently early before the end of this Conference in order to

deal with the Cuban proposal.

Without prejudice to the ultimate disposition of the Cuban amendment it

was agreed however, that it was undesirable that it should be possible to

authorize a contracting party to withhold from another contracting party a

benefit whichwas directly negotiated. Accordingly, it was agree:

(1) that in a dispute between two contracting parties both of

whom would also be members of the Interim Tariff Committee, there

was no reason to anticipate any uniformity of interest among the

remaining members ofthe TariffCommittee andthat conesequently
there would be no need, onthe groudeof equity, for an appeal
front adecisionoftheinvarimTariffCommitteeinsucha dispute;

(2) that the text. of' paragraph 5 of Article 17 makes it clear

that the TariffCommittee would. have no. jurisdiction in relation

with complaints arising out of second and subsequent rounds of

negotiations.

11. The Working, Party considered the amendment submitted by the delegation of

China consistin- of the deletion of the words 'subject to the provisions of

/Article 81"



-5-Article 81" from paragraph 1 of Article 74. This amendmentt was suggested
because the Chinese delegation thought that the inclusion of those words might
preclude the Conference from dealing with appealed against the decisions of
the Interim Tariff Committee. As the Working Party proposes that the right to
appeal from the decisions of the Turiff Committee should be provided for in

paragraph 5 of Article 81 it was not considered necessary to deleto these
words.

The Working Party considered that the amendment submitted by the Chinese

delegation to Article 74 had been dealt with.
12. The Working Party suggets that in order to avoid duplication the Report
initially be considered. by the joint meeting of the three Sub-Committeee
concerned.
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ANNEX A

ARTICLE 70

"The. Organization shall bave a Conference, an Executive Board, an
Interim Tariff Committee, a Committee for Economic Development and.
Reconstruction, Commissions as established under Article 79, and such other

organs as mey be required. There shall also be a Director-General end. staff."

/ANNEX B



-7-

ANNEXB

SECTION F*, ARTICLE 81A - THE COMMITTEE FOR ECONOMIC

DEVOMLOPMENT AND RECONSTRUCTION

1. The Committee for Economic Development and. Reconstruction shall be

initially responsible fcr the economic development and reconstruction

aspects of the functions of the Organization which have been assigned
or may be delegated to the Executive Board including:

(a) tho supervision in the field of, economic development

and reconstruction of the work of:

(i) any commission to deal with any aspect of economic

development or reconstruction established under

Article r9;

(il) the Director-General and staff;
(b) the co-ordination of the work of the Organization with other

inter-governmental oràganizatons in the field of economic development
and reconstruction.

2. (a) The Committefor EconomicDevelopment and Reconstruction shall

consist of sixteen Members selected by the executive Board, of whom

ton shall be selected. from the membership of the Board and six from

the Members who are net members of the Board. In selecting the members

of the Committee for Economic Development and Reconstruction, the

Executive Board shalltry to ensure that for the Committee as a whole

Members at various stages of economic development and reconstruction
are adequately represented to achieve a reasonable balance between

them.

(b) Any non-member of the Committtee having a direct interest in any
issue before the Committee may, at the request of the non-member, be

coopted. as a member of the Committee for consideration of that issue.

3. Activities of the Committee for Economic Development and Reconstruction

shall be subject to the supervision of the Executive Board and all decisions

of the Committee for Economic Developmant and Reconstruction shall be

subject to:

* Insert a new section between Section E and Section F of Chapter VIII
of the Draft Charter with consequent chanes in lettering of sections.

/(a) appeal to the
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(a) appeal to the Board, and

(b) review by the Board on its own initiative where it considers

such a review justified.
Such appeal or review shall be initiated not later than thirty days from

the date on which the decision is conveyed to the Members.

4, (a) The selection of Members to serve, on the Committee for Economic

Development and Reconstruction shall be made at the first meeting of

the Executive Board following each election of the Board.

(b) The term of a Member of the Committee for Economic Development

shall be three years except that at the first constitution of the

Committee six Members shall be selected to serve for three years,

five for two years and five for one year.

/ANNEX C
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ANNEXC

SECTION E, ARTICLE 81 INTERIM TARIFF COMMITTEE

1, During the first year after the entry into force of this Charter and

for so long thereafter as contracting parties to the G.A.T.T. form less

than 4/5 of the Members of the Organization, there shall be an Interim

TarifI Committee which shall act on behalf of the Organization in [initiating
the] establishing the procedural arrangements for negotiations provided for

under paragraph 1 of Article 17 and in the making of recommendations and

determinations pursuant to paragraphs 4 and 5 of Article 17.
2. The Interim Tariff Committee shall consist of those [contracting parties
to the G.A.T.T. referred to in paragraph 1 (d) of Article 17 which are Members
of the Organization] Members of the Organizations which are contracting
parties to the G.A.T.T.

3. Any Member which is the subject of a complaint before the Interim

Tariff Committee shall bo entitled to participate in the deliberations and

shallhave the right te vote on decisions of that Committee in relation to

the complaint.

4. The Interim Tariff Committee, before making any recommendation or

decision pursuant to paragraph 5 of Article 17, shall confer with the

Committee on Economic Development and Reconstruction on any aspect of the

natter with which the Committee on Economic Development and Reconstruction

is directly concerned.

5. If the Interim Tariff Committee pursuant to paragraph5 of Article 17
authorizes a Member to withhold benefits from another Member and that Member

alleges that it has unreasonably bean prevented. from becoming a contracting
party to the G.A.T.T. the affected member may in the first instance appeal
to the Executive Board against such an authorization of the Interim Tariff

Committee and the Board may by a majority of two-thirds of the vote cast

reverse a decision of the Interim. Tariff Committee, Either the affected Member
or the complaining Member may appeal to the Conference against a decision of

tha Executive Board and the Confgrence may (by a majority of two-thirds of the

votes cast) reverse a decision cf the Executive Board.

6. If after the Interim Tariff Committee has ceased to exist, the Conference
or the Executive Board establishes a Committee to which the functions of the

the Interim Tariff Committee are delegated or assigned, that Committee shall
/be subject
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be subject to the supervision and review of the Executive Board.

7. Bach member of the Interim Teriff Committee shall have one vote, All

decisions of the Interim Tariff Committee shall be made by a majority of

the votes cast.

8. The Committee shall adopt its owni rules of procedure, including
provision for the election of its officers.
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ANNEX D

REDRAFT OF PARAGRAPH 4 OF ARTICLE 17

AS CONTAINEDIN E/CONF.2/C.3/A/W.37, Page 3*

4. If any Member considers that any other Member has failed to fulfil its

obligations under paragraph 1 Of' this Article, such Member may refer the

matter to the Organization, which, after investigation, shall me appropriate

recommendations to the Members concerned. ;If the Organization finds that]
In any judgmentas to whether a Member has failed [without sufficient
justification] to fulfil his obligations under this Article whether the

complaint which requires this judgment to be made has been submitted under

the conplaint procedure of this Article or under that of Chapter VIII, the

Organization [having] shall have regard to aIl relevant circumstances,

including the developmental and other needs and the general fiscal structures

of the Member countries concerned and to the provisions of the Charter as

a whole.

5. If the Organization finds that a Member has failed to carry out

negotiations within a reasonable period of time in accordance with the

provisions of paragraphs 1 and 2 of this Article, the Organization may waive

the requirements of Article 16 to the extent necessary to permit the

complaining Member or Members to withhold from the trade of the other Member

any of the tariff benefits which may have been negotiated pursuant to

paragraph 1 of this Article, and embodied in Part I of the General Agreement
on Tariffs and Trade. If such benefits are in fact withheld, so as to result

in the application to the trade of the other Member of tariffs higher than

would otherwise have been applicable, such other Member shall then be free,
within sixty days after such action becomes effective, to give written notice

of withdrawal from the Organization. The withdrawal shall take affect upon

the expiration of sixty days from the day on which such notice is received

by the Organization.

Underlinings indicate additions, square brackets deletion from the
text of Article 17, paragraph 4, as contained in E/CONF.2./C.3/A/W.37 page 3.



23 February 1948

WORKING PARTY OF JOINT SUB-COMMITTEE ON

TARIFF PREFERENCES

Article15

Working Paper for 23 February

Text of Paragraphs 1, 2 end 3 provisionally agreed by Working Party

1. The Members recognize that special circumstances may justIfy now

preferential arrangements between two or more countries ln the interest of
to programmesof economic development or reconstruction of one or more such
countries. [Consequently, the Members undertake not to exercise their rights
deriving from trade agreements in such a manner as to prevent proferential
agreements from boing concluded, provided. that they are concluded in

accordanco with paragraphs 3 or 4 (d).]
2. Any Member or Member [which have concluded such an agreement or are]
contemplating the conclusion of such an agreement shall communicate their
intention to the Organization and provide it with tho relevant information to
enable it to consider the [contemplated] agreement. The Organization shall

promptly communicate such information to all[lnterested] Members.
3. The Organization shall consider whether the agreement fulfils the
following conditions and requirements:

(a) The territory of each party to the agreement shall be
contiguous with that of one of the othor parties, or at least
all parties shall belong to the same economic region, for the
region shall have been generallyy recognized in international
treaties, to which Members are parties, as one within which
proferences might be extended];
(b) [The purpose of/ Any proforential customs duty provided for in
the agreement is necessary for]the accomplishment of a Member's
general programme of economic development or reconstruction by cnsuring
a sound anc' adequate market for a branch of industry or agriculture to
be newly created, [devoloped], [substantially modernized] or

.. reconstructed;
(c) The parties to the agremment undertake to grant free entry for
the product or products of the branch of industry or agriculture
referred to in sub-paragraph (b) or to apply to such products customs

5L81 /duties sufficiently
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duties sufficiently low to ensure that the objects provided for in

sub-paragaph (b) shall be achieved;
(d) Any compensation grantod to the other parties by the party

receiving preferential treatment shall, if it is a preferential

concession, conform with the provisions of this paragraph, [Provided
that if such compensation is not practicable when the agreement is

arrived at, preferential tariff advantages may be [temporarily]
conceded on products not conforming to the requirements of

sub-paragraph (b) to the extent necessary to afford due compensation]
/provided that such advantages shall be progressively eliminated and

replaced as soon as possible by compensation granted within the

framework of sub-paragraph (b)]:
(e) The Member granting the preference undertakes not to raise,

either on the occasion of or following the conclusion of the

preferential agreement, tho import duties applied in respect of

States enjoying most-favoured-nation treatment, on the products of

whichh the preforence is granted, except under the following

conditions:

[(i) in the case of duties proviously bound through negotiations
pursuant to Chapter IV, the Member concorned may raise the

duty on the product concerned, provided that such Member is

releascd from its obligations in accordance with the procedure
Of paragraph 2 of Article 13].

[(i) In the case of duties previously bound as a result of

negotiations pursuant to Chapter 4, the interested Member may

raise the duty on the products in question, provided that it.

negotiates fair compensation with the parties to whom thethe'

binding was granted, .in conformity with the procedure provïded

for in Article 13, paragraph 2, insofar as this is applicable.

If the negotiations do not lead to substantial agreement

within two months, the Organization shall fix fair and

sufficient compensation.]
(ii) Duties which have not been bound under commercial agreements

in force, may be raised to [an adequate protective level].
Any Member enjoying most-favoured-nation treatment may make

/representations
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representations to the Organization if it considers that

such duty is organizationfor the attainment of the purpose
indicated, The Organization, on the basis of all the
relevant information, shall determine whether the

representation is Justified, and in such case shall ask the
Member raisins the duties to make such modifications as the
Organization deems necessary to give satisfaction to tho
Member making tho representation. The duties shall remain
bound at tho level in force at tho time of the conclusion of
the agreement or at the level resulting from tho increase
provided for above or resulting from representations
[for a period of throes years. After three years the binding
will end automatically and Members parties to the arrangement
shall be free to readjust the duties, provided that after
such readjustment and subect to the provisions set forth in
the first part of this sub-paragraph such duties are bound
again for a further period of three years and go on until the

preferential arrangement is terminated.] [for the duration of
the preferential arrangement provided that any time during
such period Members parties to the arrangement may apply to
the Organization in conformity with the procedure set forth
in Arcicle 13 for non-negotiated commitments in view to
readjust taht duay.]

Novertheless, the parties to tho agreement shall have the

right, during the period for which the proferéntial agreement
is in force, to raise customs duties
provided that such increase does not increase the incidence
of the preference.

Amendment to Sub-Parapraph (c) (II) proposed by the United States
Duties which have not been bound under commercial agreements in force,

may be raised at the time of the entry into, force of tho agreement, Provided
that information concerning the proposed increase is included in the
notification referred to in pararaph 2 and provided that, if any Member
enjoying most-favoured-nation treatment should make representation to the

Organization,that it considers that such duty is excessive, the Organization,
on the basis of all the relevant information, shall boforo the agreement

/comes into force



comes into force determine whether the representation is justified, and

shall indicate what modification, If any, it will require before authorizing
the agreement

Sub-Paragraphs 3 (f) and (n) - (as contained.in document 4892)
3. (f) thc agreement contains provisions permitting the adherence of

other Members, which are able to qualify as parties to the agreement
under the provisions of this paragraph, in the interest of their

programmes of economic development or reconstruction, on

[reasonable] terms to be agreed between such Members and the parties
to the agreement.
(g) The agreement contains [reasonable] provisions for tormination,
review or renewal.

Paragraph 4
I. Draft by Chile and Venezuela. (Document 4473).
4. If the Organization finds that the agreement, while fulfilling the
conditions set forth in paragraph 3, is likely to injure substantially
Members not parties to it, the Members which have concluded the agreement
may enter into negotiations with the affected Members with a view to reaching

substantial agreement within a reasonable time. If they do not succeed in

reaching agreement, the Organization shall examine if the injury that

threatens the complaining Memberis such as to substantially Jcopardize its
economic position in world trade; in which case the parties to the

preferential agreement shall modify it so as to satisfy the complaining
Member.

II Chairman's draft, revised. (Document 4471).
4. L5a) If the Organization finds that the contemplated agreement fulfils

the conditions set forth in paragraph 3 and that the conclusion of the

agreement is not likely to injure substantially the interests of Membors
not parties to the agreement, it shall authorize the parties to the
agreement te dopart to the necessary extent from the provisions of
Article 16 as regards the products covered by the agreement
(b) if the Organization finds that the contemplated agreement while
fulfilling the conditions set forth in paragraph 3, is likely to cause

[substantial] [considerable] injury to the [external trade] of a Member
not party to the agreement, the Members contemplating the conclusion of

/such agreement



such agreement may enter into negotiations with that Member with a view
to reaching substantial agreement. [If and when an agreement is arrived
at, the Organization shall authorize the parties to the agreement to
depart to tho necessary extent from the provisions of Article 16 as

regards the products covered by the agreement.]If, within two months,
the negotiations fail through no fault of the parties to the agreement,
the Organization [may nevertheless permit the necessary departure from.
the provisions of Article 16] provided that the parties to the agreement

grant to the injured party fair compensation or so modify tho agreement
as to give such party fair compensation Etrcatmoni7.
(c) If' the Organization finds that the draft agreement is likely to

Jeopardize seriously the economic position of a Member in world trade,
it shall not agree to the necessary exceptions to the provision off
Article 16 unless tho parties to the agreementhave roached a mutually
satisfactory understanding with that Member.
(d) If the Organization finds that the parties to the agreement have,
before 21 November 1947, obtained from countriesrepresentingatleastrcprosonting at lc;ast

two-thireds of thoir iomport trad. the right t depart from m.f.n.
treatmgnt in tho cgsee envisaCed in the aGrccment, the Organîzation
shall, without preJudice te the condecognition,rning such rccoçition,
grant the authoiization provided for In sub-paragraph (a), providod
that the conditions set out inesub-paragraphs (a), (O), (f) and (g) of
ledagrape 3 are flulilled. Nevortholoss, if the Organization finds
that one or more Members, which have not recognized this right to depart;
froe m.f.n. treatment, aro threatened with subsllntial injury, it sha.l
inviagreementrtics to the egotiations withinto nogetiations i-it
tho injured Meeber. and the proceduro of eub-palagraph (b) abovc shal
apply,

III. Text of Pe agraeh 4 proposed bZ Chilc, Poland and Syria. (Document 5099
14. (a) If the Organization finds that the contemplated agreement fulfils

tho conditions set forth in pawithinh 3, it shall, i*rith a maximum
pauthorizetuo months, authorizo the parties to the agreement to depart
from the provisions o' Article 16 as regards the products covered by
the agreement. oesthc Organization deos not giee a ruling within tho
specified period, it ehall automatioally bc considered ta have concurred

/(b) If the
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(b) If the Organization finds that the agreement, while fulfilling
the conditions set forth in paragraph 3, is likely to cause

considerable injury to the external trado of a Member not party to

the agreement, the-Members concluding the agreement may enter into

negotiations with that Member with a view to reaching substantial

agreement. If and when an agreement is arrived at, the Organization

shall authorize the parties to the agreement to depart from the

provisions of Article 16 as regards the products covered by the

agreement. If, within two months, the negotiations fail, the

Organization shall nevertheless permit departure from the provisions of

Article 16 while fixing fair compensation for the injured Member.

The provisions of Chapter VIII of the Charter shall only apply
to compensation when one of the parties does not accept tho

Organizations decision regarding such compensation.

(c) If the Organization finds that the agreement, while fulfilling
. the conditions set forth in paragraph 3, is likely to Jeopardizo

seriously the economic position of a Member in world trade, it shall

not agree to the necessary exceptions to the provisions of Article 16
unless the parties ta the agreement have reached a mutually satisfactory

understanding with that Membor;
(h) If the Organization finds that tha parties to the agreement have,

before 21 November 1947, obtained from countries representing at

last two-thirds of their import trade, the right to depart from
.most-favoured-nation treatment in the cases envisaged in the agreement,

the Organization shall grant the authorization provided for in
sub-paragraph (a) provided that the conditions set forth in

sub-paragraphs'(a), (e) and (g) of paragraph 3 are fulfilled.
Novertheless, if the Organization finds that the external trade of one

or more Members, which have not recognizedthis right to depart from

most-favoured-nation treatment, is threatened with substantial injury,
it shall invite the parties to the agreement to enter Into negotiations

with the injured Members and the procedure of sub-paragraph (b) above

shall apply.

I. Paragraph 5. (Document 4471).
5. Members may, subject to such conditions as the Organization may impose,

enter into preforential agreements which do not conform to the provisions of

/paragraph (3),



paragraph (3), provided that such agreements have received the approval of

the Organization by a two-thirds majority of the Members present and votin-.
[In its examination of any proposal falling under the provisions of this

paragraph, the Organization shal give due consideration to the extent to

which an exception from the mst-favourod-nation clause, such as .ould permit
the establishment of the proposed precerential arrangement, may already have

received general recognition in treatics to, which the Members of the

Organization are particsJ

I::. Text of Paragraph 5 proposed by Chile, Poland and Syria.

5. Members may, subject to such conditions as the Organization may impose,

center into preferential agreements which, while in conformity with the

objectives stated in paragraph 1 and with the provisions of sub-paragraph (a)
of paragraph 3, do net conform to the other conditions stated in

paragraph 3, provided that such agreements have received /the approval of
the majority of the Members present and voting the approval of the

Organization by a two-thirds majority of the Members present and voting].



24 February 1948

CO-ORDINATING COMMITTEE

DRAFT OF ARTICLE 13 SUBMITTED BY MR. WILCOX AT THE
REQUEST OF THE CHAIRMAN

Article 13

GovernmentalAssistance to
Economic Development

1. The Members recognize that special governmental assistance may be

required to promote the establishment, development or reconstruction of
particular industries, [or particular branches of agriculture] and that in
appropriats circumstances the grant of such assistance in the form of

protective measures is justified. At the same time they recognize that an

unwise use of such measures would impose undue burdens on their own

economics, unwarranted restrictions on international trade and might increase

unnccossarily the difficulties of adjustment for the economies of other

countries.

2. (a) If a Member in the interest of its [programme of] economic
development or reconstruction considers it desirable to adopt any

non-discriminatory measure affecting imports which would conflict
with any obligation which the Member has assumed through negotiations
with any other Member or Members pursuant to Chapter IV, but which

would not conflict -ith the provisions of that Chapter, such Member

(i) shall enter into direct negotiations with all the other
Members which have contractual rights with a view to

obtaining agreement. The Members shall be free to proceed
in accordance with the terms of any such agreement, provided
that the Organization is informed of the results of the
negotiations; or

(ii) shall initially or may in the event of failure to reach
agrrement under sub-paragraph (i) above apply to the

Organization. The Organization shall determine, from among

Members which have contractual rights, the Member or Members
materially affected by the proposed measuro and shall
sponsor negotiations between the applicant Member and these
Members with a view to obtaining expeditious and substantial

agreement. /The Organization5200



The Organization shall establish and communicate to the
Members concerned a time achedule for such nogotiations,

following as far as practicable any time schedule which may
have been proposed by the applicant Member. The Membors shall
commence and proceod continuously with such negotiations in

accordance with the time schedule laid down by the Organization
At the request of a Member the Organization may, where it
concurs in principle with the proposed measure, assist in
the negotiations. Upon substantial agreement being
reached, the applicant Member may be relcased by the

Organization from the obligation referred to in this paragraph.
subject to such limitations as may have been agreed upon in
the negotiations between the Members concerned.

(b) If as a resuit of action initiated under this paragraph, there .

should bo an increase In the importations of the product or products
concerned, including products which can be d-iroctly substituted therefor
which if continued would be so great as to jeopardize substantially the

plans of the applicant Member for the establishment, development or

reconstruction of the industry, industries or branches of agriculture]
concerned, and If no preventive measures consistent with this Charter

can be found which seem likely to provo effective, the applicant Member

may, after informing, and when practicable consulting with tho
Organization, adopt such other measures as the situation may require;
Provided that such measures do not restrict imports more than necessary
to offset the increase in imports referred to in this sub-paragraph.

Except in unusual circumstances, such measuresshallnoto shall mot reduce imports

below the levl obtainmoing eien the st rcnt representative period

precoding thhe dateeon wich th Member initiated action undor

sub-paragraph (a) of this paragraph. Thi OrganizatIon shall determine,
as soon as prwcticeble, vhethor such measures should bc continued,
discontinuee or modifiod. Such melsures shal- ineany case bo terminated
asesoon as tho Organization determines that the re-negotiations are
completed or discontInued. It is recognized that the contractual
relationships referred to in sub-paragraph (a) ogf this pararaph
involve reciprocal advantages, ond therefeore any othr Member which has
a conghtractual rit in respect of the product to which such action
relates, andewhose trad is materially affected by the action, May

/suspend the



suspend the application to tho trade of such Member of such

substantially equivalont obligations or concessions under Chaptor IV,
the suspension of which the Organization does not disapprovo. Any

Member intending to suspend such application shall consult the

Organization before doing so.

3. In the case of any non-discriminatory measure affecting imports which

would conflict not only with any obligation which the Member has assumed

through nogotiations with any other Member or Membors pursuant to

Chapter IV, but also with the provisions of that Chapter, the provisions

Of paragraph 2 (a) (ii) shall apply; Provided that before grating a relcaso

the Organization shall afford adequate opportunity for all Members which

it determines to be materially affected to express their views. The

provisions of paragraphs 2 (b) shall also be applicable ln this case.

4. (a) If a Member in the interest of its [programme of]economic
development or reconstruction considers it desirable to adopt any
non-disccriminatory measure affecting imports which would conflict

with any provision of Chapter IV, but would not conflict with any

obligation which the Member has assumed through negotiations with

any other Member or Members pursuant to Chapter IV, such applicant
Member shall so notify the Organization and shall transmit to the
Organization a written statement of the considerations in support of

the adoption, for a specified period, of the proposed measure.
(b) The Organization shall concur in the proposed measure and grant
release from such provision for a specified period If, having

particular regard to the applicant Member's [relative] need for
economic development or reconstruction, it is established that the

measure [:relates to a branch of industry or agriculture/ which is

an integral part of the applicant Memberts programme of economic
development or reconstruction and that the moasure-7

ti) is designed to protect a branch of industry, established
between i January 1940 and the date of signature of the

Final Act of the present Charter, which was protected

during the first period of its development by abnormal
conditions arising out of the war; or

(Il) is dosiped to promote the establishment or development
of a branch of industry for the processing of an indigenous

/primary commodity,
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primary commodity, when the external sales of such comodity
have been materially reduced as a result of ner or increased
restrictions imposed by some other government or governments;
or

(iii) is necessary to promotc the establishment or development of
a branch of industry for the processing of en indigenous
primary commodity], or for the processing of a by-product
of such a branch of industry which would otherwise bo wasted,]
in order to achieve a fuller and more economic utilization
of the applicant Momber's natural resources and manpower and,
in the long run, to raise the standard of living within the

territory of' the applicant Member and is unlikely to have a

harmful effect [on experts of a [primary] commodityon
which tho economy of another Member is largely dependent or],
in the long run, on international trade; or

(iv) is unlikely to be more restrictive of international trade
than any other practicable and reasonable measure permitted
undor this Charter which could be imposed without undue

difficulty and is tho one most suitable for tho purpose having
regard to the economics of the branch of industry or

agricultur-] concenedand to the applicant Memborts

[relative] need for economic development or reconstruction.
Alternative A

/Provided that, if it is cetablished that the measure causes
material injury to tho trade of another Member or Members,
the Organization may authorizo the affected Member or Membor
to suspend the application to the trade of the Membor applying.
the measure of such substantially equivalent obligations or

concessions under Chapter IV, the suspension of which tho
Organization docs not disapprovo. Any Member intending to

suspend such application shall consult the Organization
beforedoing so;and]

or

Alternative B

[Providedthat the applicant Member shall apply any measure
under this sub-paragraph in such a way as to avoid

unnecessary damage to the commercial or economic interests
/of any other



153of any other Member: including interests under Articles 3 and

9; and] Provided further that any proposal by the applicant

Member to apply any such measure, with or without modification

after the end of the initial period, shall not be subject to

the provisions of this sub-paragraph.
(c) If the proposed measure does not fall within the provisions of

eub-paragraph (b), the Organization shall promptly transmit the statement

submitted by the applicant Member to the Mombor or Mombors -which are

determinedby tho Organization. to be materially affected by the proposed

measure. Such Member or Mombers shall, within the time limits

prescribed by the Organization, inform the Organization whether, in

the light of the anticipated effects of the proposed measure on the

economy of such Member or Membors, there is any objection to the

proposed measure. If there should be no objection on the part of the
affected Member or Members to the proposed measure, the Organization
shall immediately free the applicant Member to apply it.

(d) If there be any objection, the Organization shall promptly examine

the proposed measure, having regard to the provisions of the Charter,
to the considerations presented. by the applicant Member and its

[relative] need for economic development or reconstruction,to the

views of the Member or Members determined to be materially afffected,

and to the effect which the proposed measure, with or without
modifications, is likely to have, immediatelyand in the long rune on

international trade, and, in the long run, on the standard of living

within the territory of the applicant Member If, as a result of such

-examination, the Oranization concurs in the proposed measure, with
or without modification, it may release the applicant Member from its

obligations under the relevant provision of Chapter IV, subject to such

limitations as it may impose.
5. If, in anticipation of the concurrence of the Organization in

the adoption of a measure reforred to in paragaph 4 of this Article,
there should bo an increase or threatoned increase in the importations

of the product or products concerned, including products which can be

directly substituted therefor, so substantial as to Joopardize the plans

of tho applicant Member for the establishment, devolopment or

reconstruction of the industry, industries [or branches of

agriculture] concerned, and if no proventive measures consistent with this
/Charter can be



-6-Charter can be found which seem likoly to prove effcetive, the applicant

Member may, after informing, and when practicable consulting with, the

Organization, adopt such other measures as the situation may require pending
a decision by the Organization on tho Member's application; Provided that

such measures do not reduce imports bolow the level obtaining in the most

rocont representative period precoding the date on which the Member's

original notification was made.
6. Tho Organization and the Members concerned shall preserve the utmost

confidence in respect of matters arising under this Article.
7. In the case of measures referred to in paragraph 4 of this Article,
tho Organization shall, at the carliest opportunity but ordinarily 'ithin

fifteen days aftor receipt of the statement referred to in paragraph 4 (a)
of this Article advise the applicant Member of the date by which it will be

notified whether or not it is relecased from such obligation or obligations
as may be relevant. This date shall be not more than ninety days
subsequent to the receipt of such statement; Providcd that, if before tho
date set, unforeseen difficulties arise, the period may be extended. after
consultation and agreement with the applicant Member. If the applicant
Member does not receive such decision by the date sot, it may after informing
the Organization, institute tho proposed measure.
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CO-ORDINATING COMMITTEE

POSSIBLE ALTERNATIVE PROPOSALSWITH RESPECT TO THE

PROPOSEDINTERIM TARIFFCOMMITTEE AND THE PROPOSED

ECONOMIC DEVELOPMENT COMMITTEEAND A POSSIBLE

COMMERCIAL POLICY COMMITTEE

SUGGESTIONBYTHE DELEGATION OF

THE UNITED STATES OF AMERICA

The work which has been going forward. in the Tripartite Working Party
of Sub-Committees A of III and D of VI and Joint Sub-Committee of II and -VI,
bas thus far resuited in the preparation of a draft report and annexes which,

though nearly completed for submission to the appropriate Sub-Committees,
is in various features unsatisfactory, for differing reasons, to some or

most of the members of the Working Party. Also, the Delegation of the

United States of America has given further consideration to the problems
before the Working Party and believes that the questions raised-would be

advanced more rapidly toward a solution in the Conference as a whole if the

problems were to be laid before the Co-ordinating Committee with a view to

obtaining such a measure of areement as might be useful in guiding the

further labours on these questions. To this end, the United States Delegation
wishes to propose three alternative solutions to the problems before the

Working Party, as set forth below:

Alternative 1

(a) The proposed Interim Tariff Committee would be created

(composed of contracting parties to the GATT) with provision

for a right of appeal to the Confference subjectt to approval

of two-thirds of the votes cast in the Conference) on those

cases in which a ember bas been authorized to withhold tariff

benefits from another Member and that Member alleges that it

bas unreasonably been prevented frame becoming a contracting
party to the GATT.

(b) There would be created an Economic Developient and

Reconstruction Committee, consisting of sixteen Members

selected by the Executive Board, of whom ten would be

selected from the Membership of the Board and six from the

5203 /members who are
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members who are not Members of the Board; -and in selecting the
members of this Committee, the Executive Board should try to
ensure that for the Committee as a whole, members at various

stages of economic development and reconstruction would be

adequately represented to achieve a reasonable balance between
them. The Committee would be subject to the supervision of the

Executive Board and the powers of the Committee would be

rec ammendatory.
(c) There would be created a Committee on Commercial Policy
which, with respect -to its autiIority, would follow the lines

suggested for the Committee on Development and Reconstruction,
and the functions of which would be that of being generally
responsible, (except for questions regarding releases from
MFN obligations), for making recommendatins to the Executive
Board on the commercial policyaspects of' functions of the
ITO assigned or delegated to the Board.
Alternative 2

(a) The proposal for a Tariff Committee would be withdrawn.
(b) The proposal for a Committee on Economic Development
and Reconstruction would be withdrawn.
(c) No proposal would be made for the creation of a Committee

on Commercial Policy.

(d) The proposed paragraph 4 of Article 17 (penalty clause)
would be withdrawn.
(o) There would be added. at an appropriate place in Article 16
a provision which would in effect cease to require the extension
of the concessions provided for in the GATT to any Member which
had failed to become a party to the Agreement within two years
after the entry into force for that Member of the Charter. This
Would be subject ta a proviso that the Organization (that is to
say the Conference acting by majority vote) could require the
extension of such concessions to any Member which either had not
been invited. to become a party to the GATT or had been unreasonably
prevented, from becoming a party.

/Alternative 3
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Alternative 3

(a) The proposal for an Interim Taxiff Committee would be

withdrawn.

(b) The proposal for a Committee on Economic Development

and Reconstruction would be withdrawn.

(c) No proposal would be made for thè creation of a

Committee on Commercial Policy.
(d) The Conference would delegate to the Board its powers

under the proposed Paragraph 4 of Article 17, with the right
of appeal to the Conference against a decision of the Board,

subject to approval by a two-thirds majority of the votes

cast by the Conference. With respect to other questions, the

powers of decision would rest in the Conference which could,

however, delegate such powers to the Board.

The adoption of any of the alternatives suggested above would, of

course, require certain consequential changes in related Sections of the

Draft Charter.
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COORDINATING COMMITTEE

DRAFT OF ARTICLE 15 SUBMITTED BY THE DELEGATION OF THE
UNITED STATES TO THE COORDINATING COMMITTEE

AT ITS MEETING OF FEBRUARY 24

1. The Members recognize that special circumstances may justify new

preferential agreements between two or more countries in the interest of
the programmes of economic development or reconstruction of one or more

of them.

2. Any Member or Members contemplating the conclusion of such an agreement
shall communicate their intention to the organization and provide it with
the relevant information to enable it to consider the contemplated agreement.
The Organization shall promptly communicate such information to all Members.
3. The Organization shall consider whether the agreement fulfils the
following conditions and requirements:

(a) The territory of each party to the agreement shall be contiguous
with that of one of the other parties, or all parties shall belong to
the same economic region;
(b) Any preferential customs duty provided for in the agreement is
necessary for the accomplishment of a Member's general programme of
economic development or reconstruction by ensuring a sound and adequate
market for a branch of industry or agriculture to be newly created or

reconstructed or substantially developed or modernized.
(c) The parties to the agreement undertake to grant free entry for
the product or products of the branch of industry or agriculture
referred to in sub-paragraph (b) or to apply to such products custom
duties sufficiently low to ensure that the objectives provided for in
sub-paragraph (b) shall be achieved;

(d) Any compensation granted to the other parties by the party
receiving preferential treatment shall, if it is a preferential
concession, conform with the provisions of this paragraph;

(e) The Member granting the preference shall not increase the most-
favoured-nation rate of duty on any product on which a preference is
granted except under the following conditions:

(i) In the case of a duty already bound as a result of negotiations
under Article 17, the Member concerned may raise the duty on
the product concerned, provided. that the Members in whose

favour the duty has been bound receive due compensation in
5215 /accordance
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accordance with the procedures of Arùicle 13.
(il) Any increase in a rate of duty not previously bound and made

either in anticipation of the agreement or to be made at the

time of the agreement shall be specified in the notification
to the Organization provided for ln paragraph 2.

(iii) If any Member complains to the Organization that such an

increase represents and excessive restriction on international
trade as compared with the benefits to be derived in

furthering the purposes of the proposed agreement, the

Organization, if it determines that the complaint is justified,
may require that the proposed increase be modified, as a

condition to granting its authorization for the agreement.

(iv) The most-favoured-nation rate of duty established at the time

of the agreement on any such product may, if not bound under

any existing agreement, be subsequently increased, provided
that the margin of preference le not thereby increased.

(v) The preferential rate of duty established at the time of the

agreement on any such product may be subsequently reduced
provided that the margin of preference is not thereby increased.

(f) Tne agreement contains provisions permitting the adherence of other
Members which are able to qualify as parties to the agreement under the

provisions of this paragraph in the interest of their programmes of

economicdevelopment or reconstruction on terms and conditions to be

determined. by negotiation with tLe parties to the agreement. The
provisions oi Chapter VIII'may be invoked by such a Member, under this

sub-paragraph, only on the ground that it has been unjustiffiably excluded
from participation in such an agreement.
(g) The agreement contains provisions for its termination, within a
period of not more than ten years, subject to renewal for periods net
greater than five years each.

4. (a) If the Organization finds that the contemplated agreement fulfills
the conditions set forth in paragraph 3 and that the conclusion 'of the

agreement isnot likely to insure substantially the interests of Members
not parties to the agreement, it shall within two months authorize the

parties to the agreement to depart to the necessary extent from the

provisions of Article 16 as regards the products covered by the

agreement. If the Organization does not give a ruling within the

specified period, the Members may proceed as if such authorization had
been received. / (b)If the
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(b) If the organization finds that the agreement, while fulfilling the

conditions set forth on paragraph 3, is likely to cause substantial

injury to the external trade of a Member not party to the agreement, the

memberscontemplating the agreement may enter into negotiations with that

Member with a view to reaching agreement. If and when an agreement is

reached.. the Organization shall authorize the Members contemplating the

preferential agreement to depart to the extent necessary from the

provisions of Article 16 as regards the products covered by the

preferential agreement. If, within two months from the date on which

the Organization suggested such negotiations the negotiations, through
no fault of the parties to the proposed agreement, have failed, the

Organization shall nevertheless permit the necessary departure from the

provisions of Article 16 provided that those parties grant the injured
Member fair compensation or se modify the agreement as to give such

Member fair treatment. The provisions of Chapter VIII of this Charter

shall apply to compensation under this sub-paragraph only when one of

the parties to the negotiation does not accept the Organizationgs decision

regarding such compensation.

(c) If the Organization finds that the agreement while fulfilling the

conditions set forth in paragraph 3 is likely to jeopardize seriously

the economic position of a Member in world trade, it shall not agree to

any departure from the provisions of Article 16 unless the parties to

the agreement have reached a mutually satisfactory understanding with

with that Member.

(d) If the Organization finds that the parties to the agreement have,

before 21 November 1947, obtained from countries representing at least

two-thirds of their import trade, the right to depart from m.f.n.

treatment in the cases envisaged in the agreement, the Organization shall,

without prejudice to the conditions governing such recognition, grant
the authorization provided for in sub-paragraph (a), provided that the

conditions set out in sub-paragraphs (a), (e), (f) and (g) of paragraph 3
are fulfilled. Nevertheless, if the Organization finds that one or more

Members, which have not recognized this right to depart from m.f.n.

treatment, are threatened with eubatantial injury, it shaIl invite the

parties to the agreement to enter into negotiations with the injured
Member, and the procedure of sub-paragraph (b) above shall apply.

5. Members may, subject to such conditions as the Organization may impose,

enter into preierential agreements which do not conform to the provisions of

paragraphs (3), provided that such agreements have received the approval of

the Organization by a two-thirds majority of the Members present and voting.
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S EC R E T

CO-ORDINTING COMMITTEE

There are circulated herewith the following documents:

(a) Summary Record of today's meeting of the Co-ordinating
Committee;
(b) Draft of Article 13 submitted by Mr. Wilcox at the request

of the Chairman;

(Miscellaneous document No. 5200 (English) No. 5209 (French)
No. 5201 (Spanish).)
(c) Possible Alternative Proposals with Respect to the

Proposed interim Tariff Committee and the Proposed Economic

Development Committee and a Possible Commercial Policy
Committee - Suggestion by the Delegation of the United States

of America;

(Miscellaneous document No. 5203 (English) No. 5210 (French)
No. 5204 (Spanish).)
(d) Draft of Article 15 submitted by the Delegation of the

United States to the Co-ordinating Committee at its Meeting
of 24 February.

(Miscellaneous document No. 5215 (English) No. 5216 (French)
No. 5217)(Spanish).)
These documents are of a highly confidential character and delegates

are, therefore, responsible for taking appropriate measures for their

security.

5242/SUMMARYummary
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S E C R E T

SUMMARY RECORD OF MEETINGCO-ORDINATING COMMITTEE

Held on Tuesday, 24 February 1948

Mr. WILCOX (United States of America) introduced his draft of Article 13
(Miscellaneous document No. 5200 (English), No. 5209 (French), No. 5201
(Spanish) of 24 February). He stated that those parts of the text not
contained in square brackets represented the limit to which his delegation
could go. As regards those parts of the text within square brackets, his
delegation was ready to abide by the views of the majority of the Committee.

Mr. Wilcox then submitted a draft of Article 15 (Miscellaneous document
No. 5215 (English), No. 5216 (French), No. 5217 (Spanish) of 24 February).
Although he was ready to consider any question that might be raised regarding
the presentation and form of the draft, ho stressed the fact that the
delegation of the United States of America could go no further on substance
than it did in the proposed text.

Mr. Wilcox thon presented three possible alternative proposals with
respect to the proposed Interim Tariff Committee, the proposed Economic
Development Committee and a possible Commercial Policy Committee
(Miscellaneous document No. 5203 (English), No. 5210 (French), No. 5204
(Spanish) of 24 February). Mr. Wilcox stated that he was ready to discuss
an arrangement based on any one of the three alternatives contained in his
draft but that he could not consider any other possibilities.

Finally, Mr. Wilcox said that his delegation were making the proposals
contained in these three texts in a spirit of compromise and as a contribution
to bringing the Conference to a successful conclusion. They were, therefore,
intended to form part of an overall compromise on outstanding issues and in
particular were dependent upon the willingness on the part of other delegation:
to withdraw related reservations and amendments to other Articles of the

Charter, in particular, Articles 16, 17, 20 and 81. He also felt that the
so-called Cuban proposal on Article 75 on the composition of the Excecutive
Board. (E/CONF.2/C.6/W.51), which formed the basis of the report of the
relevant sub-committee, should be accepted. His delegation had no
particular interest in this compromise solution and recognized its

shortcomings, but some other delegations had a substantial interest in it,
and he thought it should, therefore, form part of the overall agreement which
it was now sought to reach.

As regards procedure, he considered that the Co-ordinating Committee
should endeavour to reach agreement on the whole field he had indicated and
then present the agreement for consideration and vote by the Heads of

/delegations
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delegations in order to avoid the time consumingprocess of discussion in

working parties, sub-committees and committees.
The discussion will be resumed at the next meeting of the Co-ordinating

Committee .



AMENDMENTSUGGESTED ON BEHALFOF THELATIN AMERICAN COUNTRIES

Submitted by Mr. Walter Muller

Article 13

Paragraph 1

The words now shown in square brackets are to be retained.
Paragraph 2 (a)

Delete: [programme of]

Paragraph 2 (b)
Retain: [or branches of agriculture]

Paragraph 4 (a)
Delete: [programme of]

Paragraph4 (b)

Retain: [relative]
Delete: (or agriculture which is an integral part of the applicant

Members programme of economic development or reconstruction]; and retain:

"and that the measure".
Clarify the meaning of "relative".

Paragraph 4 (b)(i)

Replace by the following:

"is designed to protect a branch of industry established between
1 January 1940 and the date of signature of the Final Act of the present
Charter, or the production of which was not on a commercial scale before
1 January 1940, and which was protected during that period of its
development by abnormal conditions arising out of the war, or"

Paragraph 4 (b) (ii)
Delete: "as a result of new or increased restrictions imposed by some

other government or governments;"
Paragraph 4 (b) (iii)

Change the words "is necessary" to "is designed".
Retain: [or for the processing of a by-product of such a branch of

industry which would otherwise be wasted,].
Delete: [on exported of a [primary] commodity on which the economy of

anotherr Member is largely dependent or].
Add at the end: "on international trade in general".

/Paragraph 4 (b) (iv)
5306
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Paragraph (b) (iv)
Retain: [or agriculture].
Retain: [relative].

Proviso for Paragraphs 4 (b) (i), (ii) (iii) and (iv)
"Provided that the Organization shall not concur in or grant release of

any measure which has the purpose of promoting the establishment or development

of any industry engaged in the manufacture of primary commodities which would
have a harmful effect on exports on which the economy of another Member is

largely dependent.''
Delete Alternatives A and B.

Paragraph 5

Retain: [or branches of agriculture].

Paragraph 7

Change the first phrase of the first sentences to: "In the case of

measures referrod to in this Article", instead of "In the case of measures

referred to in paragraph 4 of this Article".
Paragraph 8

Suggest the following draft to be accepted as an alternative procedure
for that contemplated under 4 (c) and 4 (d) and to be worded as follows:

"(c) If the proposed measure does not fall within the provisions of

sub-paragraph (b)
(1) The Member shall. enter into direct consultations with the

Member or Members which, in its Judgment, will be materially
affected by the measure, with a view to obtaining agreement.
Upon complete or substential agreement being reached, the

Member interested in taking the measure shall apply to the

Organization for release. The Organization shall promptly
examine the application to ascertain whether the interest
of all the materially affected Members were duly taken into
account. If the Organization reaches this conclusion, with
or without further consultations between the Members
concerned, it shall grant the applicant Member the release

requested; or

(ii) Shall initially or may in the event of failure to reach

complete or substantial agreement under sub-paragraph (i)
above apply to the Organization. The Organization shall
promptly, etc."

/If desired,
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If desire, alternative (1) can redrafted so as to provide for
communicationto the Organization at the same time that the Member interested

in the measure entered into direct consultations with the affected Members.
This mighthave the advantage of giving the Organization an early opportunity
to verify if all the Members materially affected are being considered.

The Latin American Republics insist that on objective criterias in

Article 13 prior approval of the Organization should not be necessary.



26 February 1948

CO-ORDINATINGCOMMITTEEPROPOSAL SUBMITTED BY DR.LIERAS RESTREPO
Dr. LIERAS RESTREPO (Colombia) Proposes the addition of the following

new point after point (iii) of sub-paragraph 4 (b) of Article 13 as

proposed by Mr. Wilcox:
(iv) is designed to the protection of a branch of agriculture

producing raw material for a manufacturing industry

already established in the country, provided that the

product concerned has been traditionally produced in the

country and that the measure is intended to increase

directly the income of important groups of population
characterized by a low standard if living.

5318
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CO-ORDINATING COMMITTEE

DRAFT OF ARTICLE 13 SUBMITTED BY MR. WILCOX

AS REDRFTED TO 27 FEBRUARY 1948

Article 13

Govermental Assistance to

Economic Davelopment

1. The Members recognize that special governmental assistance may be

required to promote the establishment, development or reconstruction of

particular industries, or particular branches of agriculture, and that in

appropriate circumstances the grant of such assistance in the form. of

protective measures is justified. At the same time they recognize that an

unwise use of such measures would impose undue burdens on their own

economies, unwarranted restrictions on international trade and might increase

unnecessarily the difficulties of adjustment for the economies of other

countries.
2. (a) If a Member in the interest of its economic development or

reconstruction considers it desirable to adopt any non-discriminatory
measure affectingimports which would conflict with any obligation
which the Member has assumed through negotiations with any other

Member or Members pursuant to Chapter IV, but which would not

conflict with the provisions of that Chapter, such Member

(i) shall enter into direct negotiations with all the other

Member which have contractual rights with a view to

obtaining agreement. The Members shall be free to proceed
in accordance with the term of any such agreement, provided

that the Organization is informed of the results of the

negotiations; or

(ii) shall initially or may in the event of failure to reach

agreement under sub-paragraph (i) above apply to the

Organization. The Organization shall determine, from among
Members which have contractual rights, the Member or Members

materially affected by the proposed measure and shall

sponsor negotiations between the applicant Member and these

Members with a view to obtaining expeditious and substantial
agreement.

/Tlhe Organizatïon5350
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The Organization shall establishand communicate to the

Members concerned a time schedule for such negotiations,
forlowing as far as practicable any time schedule which may
have been proposed by the applicant Member. The Members shall

commence and proceed continuously with such negotiations in

accordance with the time schedule laid down by the Organization.

At the request of a Member the Organization may, where it

concurs in principle with the proposed measure, assist in

the negotiations. Upon substantial agreement being reached,
the applicant Member may be released by the Organization
from the obligation referred to in this paragraph, subject
to such limitations as may have been agreed upon in the

negotiations between the Memebers concerned.
(b) If as a result of action initiated under this paragraph, there

should be an increase in the importations of the product or products

concerned, including products which can be directly substituted therefor,
which if continued would be so great as to jeopardize substantially the

plans of the applicant Member for the establishment, development or

reconstruction of the industry, industries or branches of agriculture
concerned, and if no preventive measures consistent with this Charter
can be found which seem likely to prove effective, the applicant Member

may, after informing, and when practicable consulting with the

Organization, adopt such other measures as the situation may require;
Provided that such measures do not restrict imported more than necessary

to offset the increase in imports referred to in this sub-paragraph.
Except in unusual circumstances, such measures shall not reduce imported
below the level obtaining in the most recent representative period
preceding the date on which the Member initiated action under

sub-paragraph (a) of this paragraph. The Organization shall determine,
as soon as practicable, whether such measures should be continued,
discontinued or modified Such measures shall in any case be terminated
as soon as the Organization determines that the re-negotiations are

completed or discontinued. It is recognized that the contractual
relationships referred to in sub-paragraph (a) of this paragraph
involve reciprocal advantages, and therefore any other Member which has

a contractual right in respect of the product to which such action

relates, and whose trade is materially affected by the action, may

/suspend the
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Suspend the application to the trade of such Member of such
substantially equivalent obligations or concessions under Chapter IV,
the suspension of which the Organization does not disapprove. Any
Member intending to suspend such application shall consult the

Organization before doing so.
3. In the case of any non-discriminatory measure affecting imports which
would conflict not only with any obligation which the Member has assumed

through negotiations with any other Member or Members pursuant to
Chapter IV, but also with the provisions of that Chapter, the provisions
of paragraph 2 (a) (ii) shall apply; Provided that before granting a release
the Organization shall afford adequate opportunity for all Members which

it determines to be materially affected to express their views. The
provisions of paragraph 2 (b) shall. also be applicable in this case.

4. (a) If a Member in the interest of its economic development or

reconstruction considers. it desirable to adopt any non-discriminatory
measure affecting imported which would conflict with any provision
of Chapter IV, but would not conflict with any obligation which the

Member has assumedthrough negotiations with any other Member or

Members:pursuant to Chapter IV, such applicant Member shall so notify
the Organization and shall transmit to the Organization a written
statement of the considerations in support of the adoption, for a

specified period, of the proposed measure.
(b) The Organization shall concur in the proposed measure and grant

release from such provision for a specified period if, having

particular regard to the applicant Member's need for economic
development or reconstruction, it is established that the measure

(i) is designed to protect a branch of industry, established
between 1 January 1939 and the date of signature of the

Final Act of the present Charter, which was protected
during that period of its development by abnormal conditions

arising out of the war; or

(ii) is designed to promote the establishment or development
of a branch of industry for the processing*of an indigenous

* Texts to appear in Report The Chinese delegation has expressed some doubt
about the moaning of the word "processing" which appears in (ii) and (iii)
of sub-Paragraph 4.(b) It was agreed that the word processing" meant
the treatment of a primary commodity in its early and intermediate stages;
it would not refer to advanced manufacturingprocesses such as the
manufacture of precision instruments. primary commodity



primary commodity, when the external sales of such commodity
have been materially reduced as a result of new or increased
restrictions imposed abroad; or

(iii) is necessary in view of the possibilities and resources of the
applicant Member to promote the establishment or development
of a branch of industry for the processing of an indigenous
primary commodity, or for tho processing of a by-product of
such a branch of industry which would otherwise be wasted, in
order to achieve a fuller and more economic utilization
of the applicant Member's natural resources and manpower and,
in the long run, to raisc the standard of living within the
territory of the applicant Member and is unlikely to have a
harmful effect in the long run, on international trade;* or

(iv) is unlikely to be more restrictive of international trade
than any other practicable and reasonable measure permitted
under this Charter which could be imposed vithout undue
difficulty and is the one most suitable for the purpose having

regard to the economies of the branch of industry or

agriculture concerned and to the applicant Member's need for
economic development or reconstruction.

Alternative A

[Provided that, if it is established that the measure causes material
injury to the trade of another Member or Members, the Organization may
authorize the affected Member or Members to suspend the application to
the trade of the Member applying the measure of such substantially
equipment obligations or concessions under Chaptcr IV, the suspension
of which the Organization does not disapprove. Any Member Intending
to suspend such application shallconsult the Organization before
doing so; and]

Alternative B

[Provided that the applicant Member shall apply uny measure under this
sub-paragraph in such a way as to avoid unnecessary damageto the
commercial or economic interests of any other Member including

Toxt to appear in Report: It was agreed that "international trade" as
cited in (iii) of sub-paragraph 4 (b) meant international trade in general
and not trade in the specific product to which the measure related.

/interests under



interests under Articles 3 and 9; and]

Provided further that

(i) any proposal by the applicant Member to apply any such

Measure, with or without modification after the end of the

initial period, shallnot be subject to the provisions of
this sub-paragraph; and

(ii) The Organisation shall not concur in any measure under the

provisions of [this] sub-paragraph[s(i), (ii) or (iii)],*
which is likely to have a harmful effect on [cause serious

prejudice to]* experts of a primary commodity on which the

economy of another Member is largely dependent.
(c) If the proposed measure does not fall within the provisions of

sub-paragraph (b), the Organization shall promptly transmit the statement

submitted by the applicant Member to the Member or Members which are

determined by the Organization to be materiallyaffected by the proposed

measure. Such Member or Members shall, within the time limits

prescribed by the Organization, inform the Organization whether, in

the light of the anticipated effects of the proposed measure on the

economy of such Member or Members, there is any objection to the

proposed measure. If there should be no objection on the part of the

affected Member or Members to the proposed mesaure, the Organization
shall imediately free the applicant Member to apply it.
(d) If there be any objection, the Organization shall promptly examine

the proposed measure, having regard to the provisions of the Charter,
to the considerations presented by the applicant Member and its

[relative] need for economic development or reconstruction, to the

views of the Member or Members determined to be materially affected,

and to the effect which the proposed measure, with or without

modifications, is likely to have, immediately and in the long run, on

international trade, and, in the long run, on the standard of living

within the territory of the applicant Member. If, as a result of such

examination, the Organization concurs in the proposed mesaure, with
or without modification, it may release the applicant Member from its
obligations under the relevant provision of Chapter IV, subject to such

limitations as it may impose.

Alternatives proposed by Mr. Philip of French delegation.
/5. If, in anticipation
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5. If, in anticipation of the concurrence of the Organization in the

adoption of a measure referred to in paragraph 4 of this Article, there

should bo an increase or throatened increase in the importations of the

product or products concerned, including products which can be directly

substituted therefor, so substantial as to joopardize the plans of the
applicant Member for the establishment, development or reconstruction of

the industry, industries [or branches of agriculture] concerned, and if no

preventive measures consistent with this Charter can be found which seem

likely to prove effective, the applicant Member may, after informing, and

when practicable consulting with, the Organization, adopt such other measures

as the situation may require pending a decision by the Organization on the

Member's application; Provided that such measures do not reduce imported
below the level obtaining in the most recent representative period preceding
the date on which the Members original notification was made.*

6. The Organization and the Members concerned shall preserve the utmost

confidence in respect of matters arising under this Article.

7. In the case of measures referred to in paragraph 4 of this Article,
the Organization shall, at the earliest opportunity but ordinarily within
fifteen days after receipt of the statement referred to in paragraph 4 (a)
of this Article advise the applicant Member of the date by which it will be

notified whether or not it is released from such obligation or obligations
as may be relevant. This date shall be not more than ninety days

subsequent to the receipt of such statement; Provided that, if before the

date set, unforeseen difficulties arise, the period may be extended after
consultation and agreement with the applicant Member. If the applicant
Member does not receive such decision by the date set, it may after informing

the Organization, institute the proposed measure.

NOTE: A statement by Dr. Lleras Restrepo (Colombia), clarifying the position
of his delegation in respect of this article, is being circulated
separately.

* Text proposed by the Chinese delegation to appear in Report: It was agreed
that paragraph 5 would permit a Member to prohibit entirely or reduce
the importe of a product to the extent needed to ensure that, over the
whole period following the date of notification of the Members
Application, that product vas not imported at a rate greater than in
the most recent representative period preceding the date of
notification.



ARTICLE 13

(Unless otherwise indicated, references are to the draft of Article 13

submitted by Mr. Wilcox at the request of The Chairman of the
Co-ordinating Committee, White Paper 5200 of

24 February 1948)

1. After 4 (b) (iv) insert the amendment suggested by Mr. Muller
(White Paper 5306), worded as follows:

"Provided that the Organization shall not concur in any measure,
under the provisions of this sub-paragraph, which islikely to

have a harmful effect on exports of a primary comodity on which

.the economy of another Member is largely dependent;"
2. Immediately after the foregoing proviso, insert Alternative B

(White Paper 5200), worded a follows:

"Provided further that those applicant Member shall apply any

measure under this sub-paragraph in such a wayas to avoid

unnecessary damage to the commercial or economic interests of
any other Member; and"

3.Immediately after the foregoing proviso, insert the following, which

is worded as in White Paper 5200:
"Provided further that any proposal by the applicant Member to apply

any such measure,with or without modifications, after the end of

the initial period, shall not be subject to the provisions of this

sub-paragraph."
4. In sub-paragraph 4(c); insert after the words "(c) If the proposed

measure does not fall within the provisions of sub-paragaph (b)," the

Brazilian proposal, redrafted assuggested in the penultimate paragraph of

White Paper 5306, as follows:
"(i) the Member [shall] may enter into direct consultations with

the Member or Members which, in its judgment, will be materially

affected b., the measure, with a view to obtaining agreement. At

the same time, the Member shall inform the Organization of the
proposed measure and of the consultations relative thereto in order

to afford the Organization an opportunity to determine whether all

materially affected Members are included within such consultations.

5357 /Upon complete
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Upon complete or substantial agreement being reachod, the Member
interested in taking the measure shall apply to the Organization
for release. The Organization shall promptly examine the
application to ascortain whether the interests of all the

materially affected Membors were duly taken into account. If the
Organization reaches this conclusion, with or without further
consultations between the Members concerned, it shall[grant the

applicant Membor the release requested]release the applicant
Member from its obligations under the relevant provision of
Chapter IV, subject to such limitations as it may impose; or

(ii) shall lnitially or may in the event of failure to reach complete
or substantial agreement under sub-paragaph (i) above apply to
the Organization. The Organization shall promptly, etc."

(Changes from the text contained in White Paper 5306 are indicated
by underlining and brackets)

5. If the foregoing Brazilian proposal is adopted, two consequential
amendments to paragraph , appear to be necessary, as follows:

(1) In the third and fourth lines, the text should be altered
to road as follows:

"within fifteen days after receipt of the statement referred
to in sub-paragraph 4 (a) of this Article or in the case of
measures dealt with in accordance with the provisions of

sub-paragraph4(c) (i), of the application referred to in
that sub-paragraph this Article...."

(2) In the fifth line from the bottom, insert the words "or
application" after "such statement".



27 February 1948

CO-ORDINATING COMMITTEE

CONSEQUENTIAL CHANGES IN DRAFT CHARTER AND GENERAL

AGREEMENT ON TARIFFS ANDTRADEREQUIRED BY THE ADOPTION OF
ALTERNATIVE2 OF THE UNITEDSTATESPROPOSALS REGARDING THE

INTERIM TARIFFCOMMITTEE, ETC.

1. Article 17 wouldbe amended as follows:
[4.If any Member considers that any other Member has failed to
fulfil its obligations under paragraph 1 of this Article, such Member

may refer the matter to the Organization, which, after investigation,

shall make appropriate recommendations to the Members concerned If
the Organization finds that a Member has failed without sufficient

Justification, having regard to all relevant circumstances,including

the developmental and other needs and the general fiscal structures
of the Member countries concerned, and to the provisions of the Charter
as a whole, to carry out negotiations within a reasonable period of

time in accordance with the provisions of paragraph 1 and 2 of this

Article, the Organization may valve the requirements of Article 16

to the extent necessary to permit the complaining Member or Members
to withhold from the trade of the other Member any of the tariff

benefits which may have been negotiated pursuant to paragraph 1 of

this Article, and embodied in Part I of the General Agreement on

Tariffs and Trade. If such benefit are in fact vithheld, so as to

result in the application to the trade of the other Member of tariffs

higher than would otherwise have been applicable, such other Member
shall then be free, within sixty days after such action becomes

effective, to give written notice of withdrawal from the Organization.
The withdrawal shall take effect upon the expiration of sixty days

from the day on which such notice is received by the Organization.

5. The provisions of this Article shall operate in accordance with
the provisions of Article 81.]
4. The provisions of Article 16 shall not prevent the operation of

paragraph 5 (b) of Article XXV of the General Agreement on Tariffs
and Trade, and shall cease to require the application of the concessions

provided for in Part I of the General Agreement to the trade of any
Member which has failed to become a party to the General Agreement
Within two years from the entry into force of this Charter for that

/Member,
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Member, Provided that the Orgànization may require such extension to

any Member which either has not been requested to become, or has been

unreasonably prevented from becoming, a party to the Genaral Agreement

pursuant to negotiations in accordance with the provisions of this

Article. In any judgementas to whether . Member has been unreasonably

prevented from becoming a party to the General Agreement, and in any

judgment under Chapter VIII as to whether a Member has failed to fulfil

its obligations under this Article, the Organization shall have regard

to all relevant circumstances, including the developmental,
reconstruction and other needs and the general fiscal structures of

the Member countries concerned and to the provisions of the Charter

as a whole. If in fact such concessions are withheld, so as to result

in the application to the trade of the other Member of tariffs higher
than would otherwise have been applicable, such other Member shall

then be free, within sixty days after such action becomes effective,

to give written notice of withdrawal from the Organization. The

withdrawal shall take effect upon the expiration of sixty days front

the day on which such notice is received by the Organization.
2. Article 70 would, be amended as follows:

ARTICLE 70

"The Organization shall have a Conference, an Executive Board,

[a Tariff Committee,]Commissions as established under Article 79,

and such other organs as may be required. There shall also be a

Director-General and staff."
3. Paragraphs 1 and 2 of Article 74 would be handed as follows:

"1. The powers and duties attributed to the Organization by this

Charter and the final authority to determine the policies of the

Organization shall [, subject to the provisions of Article 81,]be
vested in the Conference."
2. The Conference may by an affirmative vote of a majority of

the Members of the Organization, assign to the Executive Board the

exercise of any power or the performance of any duty of the

Organization, except such specific powers and duties as are expressly
conferred. or imposed upon the Conference [or the Tariff Committee]
by this Charter."

4. Article 81 would be deleted.

/5. Paragraph 5
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5. Paragraph 5 of Article XXV of the General Agreement on Tariffs and
Trade would be amended as follows:

5. (a) In exceptional circumstances not elsewhere provided for
in this Agreement, the CONTRACTING PARTIES may waive an

obligation imposed upon a contracting party by this Agreement;
Provided that any such decision shall be approved by a two-
thirds majority of the votes cast and that such majority shall
comprise more than half of the contracting parties.
The CONTRACTING PARTIES may also by such a vote

[(a)] (i) define certain categories of exceptional
cïrcumstances to which other voting
requirements shall apply for the waiver of

obligations, and

[(b)](ii) prescribe such criteria as may be necessary
for the application of this paragraph.

(b) If any contracting party has failed without sufficient
justification to carry out negotiations with another
contracting party, of the kind described in Article 17
of the Charter for an International Trade Organization,
the CONTRACTING PARTIES may, upon complaint and after
investigation, authorize the complaining contracting
party to withhold from the other the concessions
incorporated in the relevant Schedule to this Agreement.
In any judgment as to whether a contracting party has
so failed, the CONTRACTING PARTIES shall have regard
to all relevant circumstances, including the developmental,
reconstruction and other needs and the general fiscal
structures of the contracting parties concerned and to
the provisions of the Charter as a whole. If in fact
the concessions referred to are so vithheld, so as to
result in the application to the trade of the other

contracting party of tariffs higher than would otherwise
have been applicable, such other contracting party shall then
be free, within sixty days after such action becomes

effective, to give written notice of withdrawal from the
Agreement. The withdrawal shall take effect upon the
expiration of sixty days from the day on which such

/notice
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notice is received by the CONTRACTING PARTIES.
(c) The provisions of sub-paragraph (b) shall not apply

as between any two contracting parties the Schedules

of which contain concessions initially negotiated
between such contracting parties.

NOTE: This paper is a corrected version of a paper distributed at the
meeting of the Co-ordinating Committe on 27 February 1948.



27 February 1948

CO-ORDINATING COMMITTEE

STATEMENTMADE BY MR. LIKRASRESTREPO (COLOMBIA)TO THE CO-ORDINATINGCOMMITTEE
AT ITS MEETING ON 25 FEBRUARY 1948

I have been instructed by my Government to set before the Co-ordinating
Committee the position of my country towards the new draft of Article 13,
submitted by the United States delegation as the best way to reach an
agreement between the supporters of the original Geneva Charter and the

countries which have raised objections to the General application of some
of the dispositions of that project.

Without doubt we have arrived to the crucial point of our discussions,
and it is essential to analyze fully all the factors implied. However, I
need to explain again, the reasons which motivate, and, in our opinion,

justify, the attitude my country must adopt towards the proposed formula.
I dare to think that this is not unuseful, even in the present stage of the
Conference, and ask for your careful consideration of the very serious
points I am going to present and explain in this session.

I should like this committee to remember what the attitude of Colombia
has been since the time of the earliest proposal for a Charter on Trade
and Employment. In the first session of the Economic and Social Council,
where the United States originally presented plans for the Organization we

are establishing now, Colombia asked for and obtained a reform of the

proposition concerning the creation of the preparatory commission, ordering
this commission to take into account the special conditions prevailing in
countries in an early stage of development. Later, we communicated both to
the meetings of London and Geneva that we considered it absolutely necessary
to create in the body of the Charter special regulations directed to the
defense and promotion of economic development. Nevertheless, on all these
occasions my country expressed great sympathy towards the constitution of
a system of international co-operation in the field of trade and employment.
This sympathy was only thenatural sequence of our traditional policy, as

we have always supported the idea of a judicial organization able to direct
international relations in the light of equity and general convenience.
We certainly did not wish to break this tradition, and we always hoped that
a way could be found to permit us to participate in the new plan without
sacrificing the essential interest of our people.

/The inclusion
5383



-2-

The inclusion of Article 13 in the Draft Charter permitted our

government to accept the invitation to attend this conference, against the
fact that a very strong opposition exist to some other dispositions of
the Charter. We did not consider the provisions of this Article fully
satisfactory, but we expected that some reforms, strictly just and logical,
could be accepted. We have not even considered accepting the Charter
without the provisions of this Article. The Geneva text opened new

possibilities, but we always thought that more definite rules would be
necessary to guarantee our country at least a minimum of security for its

economic future. A country handicapped by all the factors proper to
tropical zones, the moat mountainous ln America, subject to very irregular
climatic conditions, with tremendous problems in transportation, is clearly
in an inferior position to compete with other countries more favoured by
nature. We cannot think of employing agricultural machinery to the same

extent as other countries; equipment and products must be transported
across three tremendous mountain, ranges, apart ,rom certain specialized
zones the agricultural soil is of very poor quality; neither in the

industrial nor the agricultural field have we enough skilled technicians,
and capital available is not sufficient for our requirements. In these
conditions, the renunciation of the possibility of applying special
protective measures, could hardly be contemplated. In studying Article 13,
we saw that this possibility was clearly admitted, but the Geneva Draft
left an almost unrestricted power in the hands of the Organization to grant
or refuse permission to establish such measures. From the beginning we

considered it necessary to limit this power, and a Colombian amendment to
Article 13, presented as early as last November, vas directed towards the

enumeration of cases in which the Organization may not withhold consent.

The Colombian delegation did not present any amendment which could be
considered as being radically opposed to the general structure of the

Charter, and its position during all the discussions has been fully
co-operative and conciliatory. I want you to remember this fact because
we do not wish our attitude to the problem we are now discussing to appear
as a demonstration of undue obstinacy, but we cannot give our consent to

any solution which does not guarantee the minimum of security we consider
necessary to our essential interests. For this reason, I cannot take any
responsibility as a member of this committee to recommend, an incomplete
and inadequate formula. I think that this formula can and should be

/reformed
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reformed if we wish to obtain a general and sincere agreement. Let me tell

you what our objections are, and what reform we should like to see accepted.

If we examine Article 13 as it appears in the Geneva Draft Charter,

we find in the first place that paragraph i recognizes that in appropriate

circumstances, the grant of special governmental assistance in the form

of protective measures is justified. At the same time, the Draft Charter

recognizes three different kinds of harmful effects that these measures

any have, if they are unwisely used: undue burdens on the own economy of

the country concerned, unwarranted. restrictions on international trade, and

difficulties of adjusting for the economies of other countries. In the

presence of these two recognitions, the Draft Charter resolves to give the

Organization the power of decision in any particular case. Consequently,
it seems that the function of the Organization is to avoid the unwise use

of protective measures; but what is the real meaning of the words "unwise
use"?, and, as the decision will be adopted by representatives of countries

that could be directly or indirectly interested in the matter, what

guarantee can we have that "unwise" will not cover anything against the

interests of those countries?

The authors of the Draft Charter believed it necessary to complement
that vague phrase and in paragraph 2 c enumerated a list of circumstances
to which the Organization shall have regard. These circumstances are as

followed:

1. The provisions of the Charter.
2. The considerations presented by the applicant member.

3. The stage of economic development or reconstruction of

the applicant member.

4. The views presented by members which may be substantially
affected.

5. The effect which the proposed measure is likely to have

on international trade.

We must take note that this enumeration does not exclude the

consideration of any other factor concerning the proposed measure, so that

the Organization could for instance refuse its permission if it considered
that the proposed measure imposed an undue burden on the economy of the

applicant member, or that the measure is not necessary because the same

result could be reached by the imposition of a customs tariff and inasmuch

as the Organization is not limited to these circumstances the enumeration

has not a deoisive importance. /In paragraph 4 b



In paragraph 4 b the Draft Charter presents the only effort to attain
what is now usually called."automatic approval": this paragraph states

that the Organization shall concur in the proposed measure if it is

established that such measure:

i. Is unlikely to be more restrictive of international trade

than any other practicable and reasonable measure permitted
under the Charter which could be imposed without undue

difficulty; and

il. That it is the one most suitable for the purpose having
regard to the economics of the industry or the branch of

agriculture concerned, and to the current economic

condition of the applicant member.
I said that this paragraph is only an effort to include in the Charter

the so called automatic approval, because the two points mentioned above
do not refer to facts which can be proved objectively. They leave the

Organization a great freedom of Judgment, and it is easy to understand

that, in any particular case, great differences of opinion may arise between

the applicant member and the Organization in the appreciation of factors
as to whether a measure is the most suitable to apply to a given industry

in a given stage of economic development. Then I think no automatic
system is contemplated in the Geneva Draft, and that this draft only gives
the Organization certain directions of a very general character, but leaves
the Organization a very broad field for the exercise of its own judgment.
Moreover, it is necessary to take into account that paragraph 4 b in giving
these directions orders the Organization to have regard alsoto the

provisions of paragraph 2 c, that is, to consider the five circumstances
I have already enumerated. In such conditions no one can say that a real
automatic approval is contemplated in the Geneva Draft.

Faced by these regulations, what has the attitude of undeveloped
countries been? Some of them chose the way of proposing exceptions to the

different articles of the Charter which prohibit special protective measures.
The draft agenda of Committes III is full of this kind of amendment,
particularly in relation to Article 20 on quantitative restrictions. There
are alsoamendments contemplating a system of exceptions to the articles

concerning internal taxation, mixture regulation, etc. The Colombian
delegation preferred to present an amendment to Article 13, as I have
already explained. It was our intention not to break the general structure

/of the Charter
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of the Charter, and we always thought that through certain reforms in
Article 13, it would be possible to guarantee to come extent the interest

of undeveloped countries. The amendments presented to other articles of

the Charter have been rejected one after another, and finally the hopes

for a solution of all the claims embodied in these amendments are

concentrated in a new draft of Article 13.
Mostof the undeveloped countries asked for a general exception permitting

them to establish protective measures without any limitation whatsoever.

Others asked for liberty to apply protective measures in certain special
cases but without prior approval by the Organization. Others, more modest

or less audacious and courageous chose the way of accepting prior approval,

asking only for an automatic system in certain special cases. This last

request was the way adopted by the Colombian delegation and I have the

feeling that the moderation of our attitude aroused certain criticism on

the part of more aggressive championsof radical solutions. Apart from

these differences in degree, what is the main demand of undeveloped countries?
To limit the powers of the Organization, leaving a certain freedom of action

to these countries, or at least imposing on the Organization the obligation
of granting its consent when certain concrete facts shall have been

demonstrated. It is interesting to compare the solution offered in the

terms of a true ultimatum by the American delegate with the claim of the

undeveloped countries.

It is obvious that the amendements contemplating complete freedom for

the imposition of restrictive measures have been rejected and are at

present dead and buried. I regret this end but it is not a surprise to me.

Before continuing, let us pay our respects to their tomb.

The United States proposal rejects equally the thesis of no prior
approval. It is another petition from the undeveloped countries that
Mr. Wilcox is preparing to kill in cold blood. I do not know whether the

intended victim has sufficient strength to resist or whether its shade will
disturb the sleep of its killer, but the fact remains: the prier approval
is always requested in the proposal of the United States.

In a previous session of this committee I declared that the Colombian
delegation was prepared to accept the requisite of prior approval. I

explained then what our position was, but I should like to describe it
more fully. We considered this prerequisite convenient and acceptable

because it gives the Organization the opportunity to establish that no

/country
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country acted beyond the limits the Charter may fix. Nevertheless we want

these limited to be sufficiently precise and clear; we wanted the enumeration

of certain cases whose existence once proved would make it obligatory for

the Organization to grant release, without discussing the suitability of

the proposed measure, the effects of this measure on the economy of the

applicant member, or any other factor. We proposed an enumeration of such

characteristics because we think that the role of the Organization as a

defender of the interests of international trade should have a limitation.

There are in fact some vital interests whose defense is so legitimate that

it seems impossible to place in the hands of other countries the power to

decide by what measure such interests may be safeguarded.

Take, for instance, the case of undeveloped. countries whose

agriculture has not reached a satisfactory stage of technical improvement,

and whose territory offers peculiar difficulties to the use of modern

equipment. They are not in a position to modify such conditions in a

short period. The government cannot say to the peasants "You are producing
at a cost higher than the international price; therefore you must suffer

the harmful consequences of foreign competition without any defense other

than a customs tariff which is always difficult to increase and is subject
to negotiation for its reduction; you must suffer the instability of

international prices and allow your standard of life, already too low, to

be exposed to further reductions." The government cannot face the problems

of famine, tropical diseases, clothing and shelter by singing the praises

of the international distribution of work and free trade. Our duty is to

guarantee these people stable and remunerative prices, and a safe market

for their products. We do not wish to cause any prejudice to other

countries but it seems absurd that we must pay for the wellbeing of people

of other countries vith the misery of our own peasants.

I want to present, here the enumeration of certain circumstances which

taken as a whole must justify the adoption of protective measures without

any discussion. If a country has important groups of population who have

traditionally produced a certain agricultural product, and this country

has also factories for the processing of that product; if the producers
are unable at present to produce at a low cost due to the peculiar

conditions of the territory and the lack of technical improvements; if as

a consequence of the high cost of production and the international

competition the standard of living of these people is abnormally low; if

the fiscal position of the State does not permit any direct aid, have we,
/or have
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or have we not a case for the application of protective measures even for
the application of the hated quantitative restriction?

I have been told that it is possibleto face such situations simply
by customer tariffs, or by a tariff quota, or by any of the other ingenious
means which everyone is learning here to evade the positive effect of the
Charter. I have received many of these lessons. I have also been told
that such cases are so clear that the Organization will surely grant
release. I beg the members of this committee to believe that I am not
presenting myclaims with respect to Article 13 due to ignorance on my part.
I am not a member of the Geneva brotherhood, but twenty years of constant
contact with the economic problema of my country and a decade of the
teaching of economics permit me to understand a document of this nature,
even if it has as many secrets as the Geneva Charter. I affirm that
agricultural activities, particularly in a country like Colombia present
peculiar problems and difficulties which may make the use of special
protective, measures necessary. The Charter accepted this principle not only
in the first part of Article 13 but also in the entire chapter on subsidies,
andmainly in Article 20 where special exceptions have been included for
the use and benefit of some countries. I should also like to ask how many
monopolies on agricultural products have been created in anticipation of
the Charter by most of the European countries. If all these steps were
thought necessary, how is it possible to say that the way is open and easy
for the countries not covered by the above-mentioned exceptions, not rich
enough for employing subsidies, and who do not want to change their system

of free enterprise for the system of State trading?
All this istrue and Article 13 was intended to cover agricultural

products and must continue to cover these products. Then we arrive to
the question of automatic approval. I repeat what I have aIready said
here, namely, that this automatic approval has its only justification in
the recognition of the fact that there are some cases so clear, so vital
to the interests of a country, that the Organization may not withhold
consent to the application of such protective measure as the country
concerned may find necessary. This is the point for which we have fought
here during three months, but when we arrive to the final stage We do not
find this vital interest of our people covered by the procedure of
automatic approval.

What is offered to us in exchange? Only the points covered by

/sub-paragraphe i
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sub-paragraphs i and ii of paragraph 4 b of the United States proposal.
These sub-paragraphs are the only ones of which it is possible to speak
as cases of automatic approval, as I shall demonstrate later. Well, we

have said that the Charter was not equitable from the point of view of
undeveloped countries; we have said that substantial reforms were necessary.
After suffering the defeat of many amendments, the undeveloped countries
have concentrated their efforts on Article 13 and now we find that the
position of hundreds of thousands of our peasants is not covered by the
long avaited reform. Instead we can go and say to our countries that
sub-paragraph i or 4 b of the now Article 13 applies the procedure of
automatic approval only for a limited period to the manufactured industries
created during the war. Instead of that, we can say to our people that
another case of automatic approval is contempleted in sub-paragraph ii. I
istrue that no one knows what to do with this sub-paragraph and that many-
of the delegations have tried in vain to imagine a concrete situation to
which this sub-paragraph could be applied. It does not matter: some new
words were incorporated in the text of the new Bible and that must be
sufficient, perhaps excessive. In the opinion of my government and my
delegation what is offered in the field of automatic approval is completely
inadequate and totally unjust. We have asked repeatedly for the inclusion
of some sentence covering special agricultural situations and we have been
disposed to study whatever precautions were suggested to avoid an undue use
of the provision or to avoid unnecessary harm to other countries. It seem
that we have not been lucky; but we are feeling deeply the necessities and
hopes of our people and we cannot leave them to the unlimited decisions of
other countries, when we have already felt to what extremes the blind
fight of selfish interests can go. Therefore we are obliged to present
again our, petition before this committee and ask it to study the problem
whether it is or is not enclosed within the square bracketsof the
United States proposal.

I have said already that the other points of paragraph 4 b cannot
come under the name of automatic approval; point iv is the same provision
contemplated in the Geneva Charter with the only difference that it changes
the words "current economic condition of the applicant member" for the
words "the applicant members relative need for economic development or
reconstruction". I don't think this change is in the least important and
from some aspects is not likely to be specially beneficial for undeveloped
countries.

/This leaves
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This leaves such-paregraph iii. This paragraph begins with the words
"Is necessary to promote the establishment etc." That means that the
Organization will have a great field for the application of its own

judgment, and consequently there is not automatic approval. To judge
whether a measure is necessary or not implies the power of affirming that
the industry could be protected sufficiently by customs tariffs alone. It
is impossible we imagine a broader concept, and these friend of conciseness
are now in a position to know how many phrases of the original Article 13
can be changed by a single word without in the least diminishing the power
of the Organization. This remark makes it necessary to comment on the
other sentemces of this sub-paragraph.

I should like to call the attention of this committee to the draft of

paragraph 7 of the United States proposal. This paragraph establishes a

rule referring to the time within which the Organization must give a decision,
but applies this rule only to the case of measures referred to in paragraph 4.
In all the other cases the Organization has not any time limit and from this
aspect the United States proposal is less convenient not only in relation to

the draft that the working group of Committee has already accepted in

principle, but also in relation to the present text of the Charter,
paragraph 5 of Article 13.

it is my hope that this committee may be able to make a new effort to
find a formula more complete and equitable, to cover particularly the case
of agricultural products in certain peculiar circumstances. If, unfortunately,
such a solution is not possible, I must declare that I cannot assume any

responsiblity as a member of this committee for recommending as a conciliatory
formula the proposal presented by the United States delegate, and I beg
the chairman to transmit to the Conference, together with the decision of
this committee, a copy of the statement I have just read, as an explanation
of my refusal to recommend the so called conciliatory formula.
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CO-ORDINATING COMMITTEE

CONSEQUENTIALCHANGESINDRAFT CHARTER REQUIRED BY THE ADOPTION
OF ALTERNATIVE3 OF THE UNITED STATES PROPOSALS

REGARDING THE INTERIM TARIFF COMMITEE, ETC.

1. Article 81 - Eliminate.

2. Amend Article 70 to read as follows: "The Organization shall have

a Conference, an Executive Board, [aTariff Committee,]Commissions as

established. under Article 79, and such other organs as may be required..
There shall also be a Director-General and Staff."

3. Amend paragraph 1 of Article 74 to read as follows: "1. The powers

and duties attributed to the Organization by this Charter and the final
authority to determine the policies of the Organization shall [,subject to

the provisions of Article 81] be vested in the Conference."

4. Amend paragraph 2 of Article 74 to read as follows: "2. The

Conference, by an affirmative vote of a majorityof the Members of the

Organization, may assign to the Excecutive Board the exercise of any power
or the performance of any duty of the Organization, except such specific

Powers and duties as are expressly conferred or imposed upon the Conference

[or the Tariff Committee] by this Charter."

5. Insert new paragraph 2 between paragraphs 1 and 2 of Article 78.
"2. Notwithstanding the provisions of paragraph 1 of Article 74 the

Executive Board shall perform the functions attributed to the

Organization under paragraph 4 of Article 17, provided that if the

Board shall have authorized the withholding of any tariff benefit

from any Member pursuant to such paragraph, the said Member may appeal
to the Conference, which may , by the affirmative vote of two-thirds

of the Members, modify or reverse the action of the Board.

Comment
This provision is inserted in Article 78, (Powers and Duties of the

Board) rather than in Article 74 (Powers and Duties of the conference)

since it seems more appropriate to give the power direct to the Board in

the Charter rather than to provide that the Conference "shall assign" the

power to the Board.

6. Paragraph 5 of Article 17 - Eliminate.
5389



CO-ORDINATINGCOMMITTEE

AMENDMENT ARTICLE 15
SUGGSTED ON BEHALFOFTHE LATIN AMERICAN GROUP BY W.MULLER

TO THE CO-ORDINATING COMMITTEE

(Sea Draft of Article 15 Submitted by the delegation of the

United States to the Co-ordinating Committee

at itsMeeting of 24 February)

1. Add at the end "having particular reward to the applicant Member's

need for economic development or reconstruction".
2. Last line changed by "such information to all interested Members".

3. (a) Include in the Report of the Committee a definition of

"economic region" in the sense it was interpreted in the working

group studying Article 15,
(b) Change "necessary" by "'designed to".

Delete between "agricultural" and "newly created" the

words "to be".
Delete "substantially".

(d) Replace by "Any compensation granted to the other parties by
the party receiving preferential treatment shall, if it is a

preferential concession, conform with the provisions of this
paragraph, provided that if such compensation is not practicable
when the agreement is arrived at, tariff advantages may be in

relation to products not conforming to the requirements of sub-

paragraph (b) to the extent-necessary, as far as possible, to afford
due compensation, provided that such advantages shill be progressively
eliminated and replaced as soon as possible by preferences conforming
to the term of sub-paragraph (b).
(e) (i) Add at the end "If in the term of two months the

Negotiations have not lead to a substantial agreement, the

Organization shall fix an equitable and sufficient

compensation."
(iii) Changed by "Any Member State which enjoys most-favoured-

nation treatment might lodge a claim with the Organization
if it considers that the raise in the tariff rate is
excessive in the light of the objective which it desires

5413 /to obtain.
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to obtain. The Organization, after consideration of the

relevant aspects of the question, will determine if the

claim is justified, and eventually will ask from the member

which has increased the tariff rates, to effect the
modifications that the Organization may consider necessary

to satisfy the Member state which has made the claim.

(g) Provisions for termination of preferentials in the case they are

granted for reconstruction, have to have a time limit in relation to

the necessity of reconstruction, instead of a ten year period.

4. (a) Change the last phrase by "lf the Organization does not give a

ruling within the specified period, the authorization of the Organization
willbe considered automatically received."

(b) Second last phrase to read as follows: "If, within two months
from the date on which the Organization suggested such negotiations, the

negotiations, through no fault of the parties to the proposed agreement,
have failed, tho Organization shall novertheless permit the necessary
departure from the provisions of Article 16 provided that those parties

grant the injured Member fair compensation or, if this would not be

possible, so modify the agreement as to give such Member fair treatment.

5. Change by "Members may, subject to such conditions as the Organization
may impose, enter into preferential agreements which, while in conformity
with the objectives stated in paragraph1 and with the provisions of

sub-paragraphs (a) and (b) of paragraph 3, do not conform to the other

conditions stated in paragraph 3, provided that such agreements have received

[the approval of the majority of the Members present and voting] [the appro
of the Organization by a two-thirds majority of the Members present and

voting].
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CO-ORDINATING COMMITTE

PROPOSAL BY THEDELEGATION OF THE UNITED STATE

1. It is proposed that the report of the Co-ordinating Committee be

distributed to Heads of Delegations on Monday, 1 March, and that the

meeting of Heads of Delegations be called for Tuesday, 2 Marh.
2. It is proposed that the Report of the Committee should recommend that

the Heads of Delogations make a single decision, i.e., whether or not to

settle all outstanding issues regarding economic development by accepting
or rejecting the substance of five attached papers as a whole.

3. It is proposed that the following five documents be attached to the

Report:

(1) Draft of Article 13.

(2) Draft of Article 15.

(3) Draft of amendments relating to the Tariff Committee and the

Economic Development Committee.

(4) Report of the Sub-Committee on Article 75 (E/ONF.2/C.6/53, of
29 January 1948).
(5) List of consequential amendments and reservations to be

withdrawn.

4. It is proposed that the documents contained in the programme approved
by the Heads of Delegations then be referred back to the appropriate

Committees of the Conference, with instructions to complete the drafts and
the accompanying reported and enact the resulting Articles and amendments
with the utmost speed.

5. lt is proposed that the Co-ordinating Commitee, having thus completed
the work for which it was established, be dissolved.
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CO-ORDINATING COMMITTEE

UNITED STATES DELEGATION

OUTSTANDING RESERVATIONS AND AMENDMENTS TO ARTICLES 13

(RELEASE FROM OBLIGATIONS), 15 (NEW PREFERENCES), AND 17 AND
81 (TARIFF COMMITTEE)

(ExcerptsfromListPreparedbythe Secretariat)

ARTICLE 16
Chile - Provisional reservation pending final decision on the text

of Article 15.

Argentina - Reservation on paragraph 1 pending a decision on the final
text of Article 16 and other Articles relating to preferences.

Iraq and Turkey - Reservation on paragraph 1 pending the report of the
Joint Sub-Committee of the Second. and Third, Committees, particularly regarding
the Ottoman Empire clause.

El Salvador - Reservation on paragraph 1 pending the report of the

Joint.Sub-Committee of the Second and Third Committees.

Peru - Reservation on paragraphs 2, 3 and 4 and the interpretative note

perding a decision on the text of Article 15.

Bolivia - Reservation on the whole Article pending report of the Joint
Sub-Committee of the Second and Third Committees.

INTERPRETATIVE NOTE TO ARTICLE16
Peru - Reservation pending a final decision on the text of Article 15,

ANNEXA PERTAININGTO PARAGRAPH2 (a) OF ARTICLE 16

Brazil - Reservation on paragraph 5 (b) of Article 23 relating to
Annex A pending the report of the Joint Sub-Committee of the Second and
Third Committees.

Uruguay - Provisional reservation.
Iran - Provisional reservation pending a final decision on Article 15

and on paragaphs 2 and 3 of Article 16.
Argentina - Provisional reservation pending a decision regarding new

preferential arrangement.
ARTICLE 17

Mexico - Pro former reservation on paragraph 3 pending agreement on

supercession of the provisions of the General Agreement on Tariffe and Trade
by the relevant provisions of the Charter.

5427 /Cuba
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Cuba - Reservation on paragraph4 of Article 17 pending the outcome of

the consideration of Cuba's amendment to insert the words "and/or the

provisions of the General Agreement on Tariffs and Trade" and pending the

final decision of the contracting parties in respect of the amendment to

Article Il of the General Agreement suggested. by the Tripartite Working

Party of Sub-Committee A of Committee III, Sub-Committee D of Committee VI

and the Joint Sub-Committee of Committees II and VI.

Mexico and Peru - Provisional reservations on paragraph 5 pending the

report of the Tripartite Working Party.

Brazil - Reservation on the whole Article, particularly on the

procedure with respect to the elimination of preferences pending the report

of the Joint Sub-Committee of the Second and Third Committees relating to

new preferences.
ARTICLE 18

Guatemala - Reservation pending final text of Articles 13 and 15.

Cuba - Provisional reservation on paragraph 2.

Brazil and Chile - Provisional reservation on paragraphe 1, 2 and 3.

Ceylon - Reservation on paragraph 6.

Brazil - Provisional reservation on paragraph 6 pending instructions.

ARTICLE 20

Argentina, Bolivia, Chile, Ireland and Uruguay have reserved. their

positions on Article 20 pending final texts of Articles 13 and 21.

Ceylon, Colombia, Mexico and Peru have reserved their positions on

Article 20 pending the final text of Article 13.

China has reserved its position on Article 20 until the general

situation becomes clear.
Mexico and Peru have reserved their positions on sub-paragraph 2 (c)

of Article 20 pending the final text of Article 13.

Cuba has reserved its position on Article 20 in connection with its

proposal to add, a new sub-paragraph permitting restrictions on imports by
a country that was unfavourably affected in the production and export of

an important product through restrictions imposed by another Member under

the provisions of the Charter.

The Chilean delegation maintains its reservation on Article 21. The

maintenance of this reservation was based on an understanding by the delegate

for Chile that a further amendment to Article 21 might be introduced at a

later stage in Committee III (see S.R. 38). This situation is related to

/the solution



the solution of Article 13.

ARTICLE22
Bolivia has reserved its position on Article 22 pending instructions

from the Bolivien Government.
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CO-ORDINATING COMMITTEE

NOTE BY AUSTRALIAN DELEGATION FOR INSERTION
IN THE REPORT REGARDING THE INTEPRETATION

OF THE EXPRESSION "ECONOMIC REGION"

The Organization may interpret the term "economic region" to include
group of countries not necessrily contiguous or geographically close to
one another but which were in practice economically integrated to an

extent which made it probable thet the establishment of a preferential
arrangement would promote a more advantageous specialization in the use

of economic resources.
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CO-ORDINATING COMMITTEE

ARTICLE 15

REDRAFTPROPOSEDBY THE UNITED KINGDOM DELEGATION

1. The Members recognize that special circumstances may justify new

preferential agreements between two or more countries in the interest of

the programmes of economic development or reconstruction of one or more of

them.
2. Any Member or Members contemplating the conclusion of such an agreement
shall communicate their intention to the Organization and provide it with

the relevant information to enable it to consider the contemplated. agreement.
The Organization shall promptly communicate such information to all Members.

The Organization shall then examine the proposal and give a decision

concerning it as if the proposal had been submitted for its concurrence

under paragraph 4 (c) and (d) of Article 13. Any country whichwouldbe

accorded preferential treatment by another country under the proposed

arrangement shall be regarded as an applicant Memnerfor the purpose of

the Organizations examination. Following its examination, the Organization

may, subject to such limitations as it may impose, grant by a two-thirds

majority of the Members present and voting, an exception to the provisions

of Chapter IV to permit the prcposed arrangements to be made.

3. [The Organization shall consider whether the agreement]The
Organization's permission shall in any event be granted in respect of a

proposedagreement which fulfilsthefollowing conditions and requirements:

I. (a) [The territory of each party to the agreement shall be

contiguous with that of one of the other parties, or all

parties shall belong to the same economic region] all parties
to the agreement shall belong (i) to the same geographical or

economic region, or (ii) to a group of territories which has

special traditional ties of an economic character;*

(b) Any preferential customs duty provided for in the agreement
is necessary for the accomplishment of a Member's general

programme of economic development or reconstruction by ensuring

* Interpretative Note-A groupof territories under I (a) (ii) might
comprise,for example, a metropolitan territory and its Colonial
Dependencies.

5468 /a sound
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a sound and adequate market for a branch of industry or

agriculture to be newly created or reconstructed or substantially

developed or modernized.
(c) The parties to the agreement undertake to grant free entry

for the product or products of the branch of industry or

agriculture referred to in sub-paragraph (b) or to apply to such

products customer duties sufficiently low to ensure that the

objectives provided. for in sub-paragraph (b) shall be achieved.

(d) Any compensation granted to the other parties by the party

receiving preferential treatment shall, if it is a preferential
concession, conform, with the provisions of this paragraph.
(e) The Member granting the preference shall not increase the

most-favoured-nation rate of duty on any product on which a

preference is Granted except under the following conditions:

(i) In the case of a duty already bound as a result of

negotiations under Article 17, the Member concerned

may raise the duty on the product concerned, provided
that the Members in whose favour the duty has been

bound receive due compensation in accordance with the

procedures of Article 13.

(ii) Any increase in a rate of duty not previously bound

and made either in anticipation of the agreement or

to be made at the time of the agreement shall be

specified in the notification to the Organization
provided for in paragraph 2.

(iii) If any Member complains to the Organization that such

an increase represents an excessive restriction on

international trade as compared with the benefits to

be derived in furthering the purposes of the proposed

agreement, the Organization, if it determines that

the complaint is justified, may require that the

proposed increase be modified, as a condition to

granting its authorization for the agreement.

(iv) The most-favoured-nation rate of duty established at

the time of the agreement on any such product may,

if not bound under any existing agreement, be

subsequently increased, provided that the margin of

/Preference
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preference is not thereby increased.

(v) The preferential rate of duty established at the

time of the agreement on any such product may be

subsequently reduced provided that the margin of
preference lisnot thereby increased.

(f) The agreement contains provisions permitting the adherence of
other Members which are able to qualify as parties to the agreement
under the provisions of thief pararaph in the interest of their
programmes of economic development or reconstruction on terms and
conditions to be determined by negotiation with the parties to the
agreement. The provisions of Chapter VIII may be invoked by such
a Member, under this sub-paragraph, only on the ground that it has
been unjustifiably excluded from participation in such an agreement.
(g) The agreement contains provisions for its termination within
a period of not more than ten years, subject to renewal for periods
of not more than five years each in conformity with the provisions
of sub-paragraphs (a) to (f). If the agreement is so renewed, the
Organization may require that the preferences should be subject to
negotiation in accordance with the provisions of Article 17.

II. (a) If the Organization finds that the contemplated agreement
fulfils the conditions set forth in [paragraph 3] Part I of this
paragraph and that the conclusion of the agreement is not likely
to injure substantially the interests of Members not parties to
the agreement, it shall within two months authorize the parties
to the agreement to depart to the necessary extent from the
Provisions of Article 16 as regards the products covered by the
agreement. If the Organization does not give a ruling within
the specified period, the Members may proceed as if such
authorization had been received.

(b) If the Organization finds that the agreement, while fulfilling
the conditions set forth in [paragraph 3] Part I of this paragraph
islikely to cause substantial injury to the external trade of a
Member not party to the agreement, the Members contemplating the
agreement may enter into negotiations with that Member with a view
to reaching agreement. If and when an agreement is reached, the
Organization shall authorize the Members contemplating the
preferential agreement to depart to the extent necessary from the

/provisions



provisions of Article 16 as regards the products covered by the

preferential agreement. If, within two months from the date on

which the Organization suggested such negotiations the negotiations,

through no fault of the parties to the proposed agreement, have

failed, the Organization shall nevertheless permit the necessary

departure from the provisions of Article 16 provided that those

parties grant the injured Member fair compensation or so modify

the aggrement as to give such Merber fair treatment. The provisions
of Chapter VIII of this Charter shall apply to compensation under

this sub-paragraph only when one of the parties to the negotiation
does not accept the Organization's decision regarding such

compensation.
(c) If the Organization finds that the agreement while fulfilling
the conditions set forth in [paragraph 3] Part I of this paragraph
is likely to jeopardize seriously the economic position of a

Member in world trade, lt shall not agree to any departure from

the provisions of Article 16 unless the parties to the agreement

have reached a mutually satisfactory understanding vith that

Member.
(d) If the Organization finds that the parties to the agreement

have, before 21 November 1947, obtained from countries

representing at least two-thirds of their import trade, the right

to depart from m.f.n. treatment in the cases envisaged in the

agreement, the OrganizatIon shall, without prejudice to the

conditions governing such recognition, grant the authorization

provided for in sub-paragraph (a), provided that the conditions

set out in sub-paragraphs (a), (o), (f) and (g) of[pay graph 3]

Part I of this paragraph are fulfilled and provided, further, that

in the case of a group of territories complying both with the

requirements of this sub-paragraph and with those of sub-

paragraph (a) (ii) of Part I of this paragraph all the conditions

set out in sub-paragraphs:(b) to (f) of Part I of this paragraph
are fulfilled. Nevertheless, if the Organization finds that one

or more Members, which have not recognized this right to depart

from m. f.n. treatment, are threatened with substantial injury,
it shall invite the parties to the agreement to enter into

negotiations with the injured Member, and the procedure of

/sub-paragraph (b)
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sub-paragraph (b) above shall apply.

[5. Members may, subject to such conditions as the Organization may

impose, enter into preferential agreements hich do not conform

to the provisions of paragraph (3), provided that such agreements
have receivedthe approval of the Organization by a two-thirds

majority of the Members present and voting-]
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CO-ORDINATING COMMITTEE

DRAFT OF ARTICLE 15 AS AMENDED BY THE CO-ORDINATING
COMMITTEE AT ITS MEETING ON 28 FEBRUARY

1. The Members recognize that special circumstances including the need for

economic development or reconstruction may Justify new preferential agreements
between two or more countries in the interest of the programmes of economic

development or reconstruction ofone or more of them.

2. Any Member or Members contemplating the conclusion of such an agreement
shall communicatetheir intention to the Organization and provide it with

the relevant information to enable it to consider the contemplated agreement.
The Organization shaIl promtly communicate such information to all Members.

3. The Organization shall consider whether the agreement fulfils the

following conditions and requirements:

(a) The territory of each party to the agreement shall be contiguous
with that of one of the other parties, or all parties shall belong to

the same economic region;
(b) Any preferential customs duty provided for in the agreement is

necessary to ensure a sound and adequate market for a branch of

industry or agriculture which is being newly created. or reconstructed

or substantially developed or [substantially] modernized within a

Member's general programme of economic development or reconstruction.

(c) The parties to the agreement undertake to grant free entry for

the product or products of the branch of industry or agriculture
referred to in sub-paragraph (b) or to apply to such products custom

duties sufficiently low to ensure that the objectives provided for in

sub-paragraph (b) shall be achieved;

(d) Any compensation granted to the other parties by the party
receiving preferential treatment shall, if It is a preferential
concession, conform with the provisions of this paragraph;
(e) The Member grating the preference shall not increase the

Most-favoured nation rate of duty on any product on which a preference

is granted except under the following conditions:

(i) In the case of a duty already bound as a result of negotiations
under Article 17, the Member concerned may raise the duty on

the product concerned, provided that the Members in whose

favour the duty has been bound receive due compensation in
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accordance with the procedures of Article 13.

(ii) Any increase in a rate of duty not previously bound and made

either in anticipation of the agreement or to be made at the

time of the agreement shall be specified in the notification
to the Organization provided for in paragraph 2.

(iii) If any Member complains to the Orgaization that such an

increase represents an excessive restriction on international
trade as compared with the benefits to be derived in

furthering the purposes of the proposed agreement, the

Organization, if it determines that the complaint is justified,
may require that the proposed increase be modified, as a

condition to granting its authorization for the agreement.
(iv) The most-favoured-nation rate of duty established at the tine

of the agreement on any such product may, if not bound under
any existing agreement, be subsequently increased, provided
that the margin of preference isnot thereby increased.

(v) The preferential rate of duty established at the time of the

agreement on any such product may be subsequently reduced

provided that the margin of preference is not thereby increased.

Alternative for 3 (e) proposed by Dr. Coombs:
[The Organization upon the application of the Member shall agree

upon a margin of preference which it approves as an exception to

Article 16. As a condition of its agreement in such a margin of

preference the Organization may require a reduction in the

most-favoured-nation rate of duty proposed by the Member, if in the

light of the representatives of any affected Member it considers that

rate excessive.]
(f) The agreement contains provisions permitting the adherence of other

Members Which are able to qualify as parties to the agreement under the

provisions of this paragraph of the interest of their programmesof
economic development or reconstruction on terms and conditions to be

determined by negotiation with the parties to the agreement. The

provisions of Chapter VIII may be invoked by such a Member, under this

sub-paragraph, only on the ground that it has been unjustifiably excluded
from participation in such an agreement.
(g) The agreement contains provisions for its termination, within a

periodof not more than ten years, subject to renewal for periods not
greater than five years each. /Aternative
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Alternative for 3 (g) proposed by Mr. Novoa:
[The Agreement contains provisionsfor its termination

according to its nature and within a period necessary for its
purposes but in any case not more than ten years, subject to

renewal with the approval of the Organization for periods
not greater than five years each.]

4. (a) If the Organization finds that the contemplated agreement fulfills
the conditions set forth in paragraph 3 and that the conclusion of the

agreement is not likely to injure substantially the interests of Members
not parties to the agreement, it shall within two month authorize the

parties to the agreement to depart to the necessary extent from the

provisions of Article 16 as regarded the products covered by the

agreement. If the Organization does not give a ruling vithin the

specifiedperiod, the authorizationof the Organization will be

considered automatically received.

(b) If the Organization finds that the agreement, while fulfilling the

conditions set forth in paragraph3, is likely to cause substantial

injury to the external trade of a Member not party to the agreement, the

Members contemplating the agreement may enter into negotiations with that

member with a view to reaching agreement. If and when an agreement is

reached, the Organization shall authorize the Members contemplating the

preferential agreement to depart to the extent necessary from the

Provisions of Article 16 as regards the products covered by the

preferential agreement. If, within two months from the date on which

the Organization suggested such negotiations the negotiations, through
no fault or the parties to the proposed agreement, have failed, the

Organization shall nevertheless permit the necessary departure from the

provisions of Article 16 provided that those parties grant the injured
Member fair compensation or, if this is not possible or reasonable, so

modify the agreement as to give such Member fair treatment. The provisions
of Chapter VIII of this Charter shall apply to compensation under this

sub-paragraph only when one of the parties to the negotiation does not

accept the Organization's decision regarding such compensation.
(c) If the Organization finds that the agreement while fulfilling the

conditions set forth in paragraph 3 is likely to ,jeopardize seriously
the economic position of a Member in world trade, it shall not agree to

any departure from the provisions of Article 16 unless the parties to

the agreement have reached a mutually satisfactory understanding

/with
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(d) If the Organization finds that the parties to the agreement have,
before 21 November 1947, obtained from countries representing at least
two-thirds of their import trade, the right to depart from m.f.n.
treatment in the cases envisaged in the agreement, the Organization shall,
without prejudice to the conditions governing such recognition, grant
the authorization provided for in sub-paragraph (a), provided that the
conditions set out in.sub-paragraphs (a), (e), (f) and (g) of paragraph 3
are fulfilled. Nevertheless, If the Organization finds that one or more
Members, which have not recognized this right to depart from m.f.n.
treatment, are threatened with substantial injury, it shall invite the
parties to the agreement to enter into negotiations with the injured
Member, and the procedure of sub-paragraph (b) above shall apply.

5. Members may, subject to such conditions as the Organization may impose,
enter into preferential agreements which [, while in conformity with the
objectives stated in paragraph 1 and with the provisions of sub-paragraph (b)
of paragraph 3,]do not conform to the [provisions of]
[other conditions stated in] paragraph (3), provided that such
agreements have received the approval of the Organization by a two-thirds
majority of the Members present and voting.
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CO-ORDINATING COMMITTEE

ARTICLE 15 AS AMENDED 1 MARCH 1948

1. The Members recognize that special circumstances, including the need for

economic development or reconstruction, may justify new preferential
agreements between two or more countries in the interest of the programmesof
economic development or reconstruction of one or more of them.
2. Any Member or Members contemplating the conclusion of such an agreement

shall communicate their intention to the Organization and provide it with
the relevant information to enable it to consider contemplated agreement.
The Organization shall promptly communicate such information to all Members.

3. The Organization shall examine the proposal and may, subject to such

conditions as it may impose, grant by a two-thirds majority of the Members

present and voting an exception to the provisions of Article 16 to permit

the proposed arrangements to be made.

4. [The Organization shall consider whether the agreement fulfils]
Notwithstanding the provisions of paragraph 3, the Organization shall permit

the necessary departure from the provisions of Article 16, in accordance

with the provisions of paragraphs 5 and 6 in respect of a proposed agreement
for the establishment of tariff preferences which it determines to fulfil the

following conditions and requirements:

(a) the territor of each party to the agreement shall be continuous
with that of one of the other parties, or all parties shall belong to

the same economic region;
(b) any preferential customs duty provided for in the agreement is

necessary to ensure a sound and adequate market for a branch of

industry or agriculturewhich is beingor is to be created or

reconstructed or substantially developed or substantially modernized;
(c) the parties to the agreement undertake to grant free entry for
the product or product of the branch of industry or agriculture
referred to in sub-paragraph (b) or to apply to such products, custom

duties sufficiently low to ensure that the objectives provided ror in

sub-paragraph (b) shall be achieved:
(d) any compensation granted to the other parties by the party
receiving preferential treatment shall, if it is a preferential
concession, conform with the provisions of this paragraph;

5490 /(e) The agreement



(e) the agreement contains provisions permitting the adherence of other

Members, which are able to qualify as parties to the agreement under the

provisions of this paragraph, in the Interest of their programms of

economic development or reconstruction on term and conditions to be

determined by- neotiation with the parties to the agreement. The

provisions of Chapter VIII may be invoked by such a Member [, under this

sub-paragraph,] in this respect only on the ground that it has been

unjustifiably excluded from participation in such an agreement.
(f) The agreement contains provisions for its termination according
to its purposes and within a period. necessary for the fulfilment of such

purposes but in any case not more than ten year, [subject to] provided

that any renewal[with] shall be subject to the approval of the

Organization shall not be for periods [not] greater than five years each.

5.When the Organization, upon the application of a Member, approves, in
accordance with paragraph 6, an exception to Article 16, in respect of the

products covered by the proposed agreement, it shall determine the margin of

preference to be permitted thereon. [shall agree upon a margin of preference

which it approves as an exception to Article 16.] As a condition of its

[agreement in] approving such a margin of preference the Organization may

require a reduction in [the] an unbound most-favoured-nation rate of duty

proposed by the Member in respect of any product so covered, if in the

list of the representations of any affected Member it considers that rate

excessive.
6. (a) If the Organization finds that the contemplated agreement fulfills

the conditions set forth in para3raph 4 and that the conclusion of the

agreement is not likely to injure substantially the interested of Members

not parties to the agreement, it shall within two months authorize the

parties to the agreement to depart [to the necessary extent] from the

provisions of Article 16 as regards the products covered by the

agreement. If the Organization does not give a ruling within the

specified period, the authorization of the Organization will be

considered automatically received.

(b) If the Organization finds that the agreement, while fulfilling the

conditions set forth in paragraph [3] 4, is likely to cause substantial
injury to the external trade of a Member not party to the agreement, the

Members contemplating the agreement may enter into negotiations with that

Member with a view to reaching agreement. If and when an agreement is

/reached,

-2-



reached, the Organization shall authorize the Members contemplating the

preferential agreement to depart [to the extent necessary] from the

provisions of Article 16 as rewards the products covered by the

preferential agreement. If, within two month from the date on which

the Organization suggested such negotiations the negotiations, through
no fault of the parties to the proposed agreement, have failed, the

Organization shall nevertheless permit the necessary departure from the

provisions of Article 16, Provided, that those parties grant the injured
Member fair compensation or, if this is not possible or reasonable, so

modify the agreement as to give such Member fair treatment. The

provisions of Chapter VIII of this Charter [shall apply to compensation

under this sub-paragraph] may be invoked in this respect cnly when one

of the parties to the negotiation does not accept the Organization's
decision regarding such compensation.

(c) If the Organization finds that the agreement while fulfilling the

conditions set forth in paragraph [3] is likely to jeopardize seriously

the economic position of a Member in world trade, it shall not agree to

any departure from the provisions of Article 16 unlessthe parties to

the agreement have reached a mutually satisfactory understanding with
that Member.

(d) If the Organization find that the prospective parties to the

agreement have, before November 21 1947, obtained from countries

representing at least two-thirds of their import trade, the right to

depart front most-favoured-nation treatment [in the cases] for the purpose

of establishing regional preferences as envisaged in the agreement, the

Organization shall, without prejudice to the conditions governing such

recognition, grant the authorization provided for in sub-paragraph (a),

provided that the conditions set out in sub-paragraphs [(a),]and (f)

[and (s)] of paragraph [3] 4 are fulfilled. Nevertheless, if the

Organization finds that one or more Members, which have not recognized
this right to depart from most-favoured-nation treatment, are threatened

with substantial injury, it shall invite the parties to the agreement

to enter into negotiations with the injured Member, and the procedure
of sub-paragraph (b) above shallapply.

/INTERPRETATVE NOTES



INTERPRETATIVE NOTE

Paragraph 4 (a)
The Organization need not interpret the term "economic region" to

require close geographical proximity if it is satisfied that a sufficient

ddegree of economic integration exists between the countries concerned.

Paragraph 6 (d)

It is understood that the words "have, before November 21, 1947,
obtained from countries representing at least two-thirds of their import

trade, the right to depart from most-favoured-nation treatment for the

purpose of establishing regional preferences as envisaged in the agreement"
cover rights to conclude preferential agreements which may have been

recognized to mandated territories which became independent before

November 21, 1947, in so far as these rights have not been specifically

denounced before that date.

CONSEQUENTIAL AMENDMENT OF ARTICLE13
Insert in parapraph 2 (a) of Article 13, after the word "reconstruction"

in the second line, "or for the purpose of increasing a most-favoured-nation
rate of duty in connection with the establishment of a new preferential

agreement in accordance with Article 15".
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SUMMARY RECORD OF MEETING OF COORDINATING COMMITTEE

Held on Thuraday, 26 Febuary 1948

Mr. HOLMES (United Kingdom),on a point of order, questioned the

publicity of the proceedings of the Coordinating Committee of Wednesday

as contained in documents ITO/CO/6 and ITO/155. In particular, the

statement attributed to him was misleading; albeit of fine shade, he

was most anxious that he not be misunderstood. He had meant to convey

that he could not be sure, when his government saw the United States

proposals, they would welcome them, and all he was able to undertake

was to accept them on his own responsibility as a basis for discussion.

The statement in ITO/155 that the second plan (Article 13) "limited

the length of time...."was not correct. The proviso at the top of page
United States

5 of the 99 draft of Article 13 was independent of Alternatives A or B.

Because of- these inaccuracies, the Committee should reconsider the

publicity which should be given to future meetings.

Mr. LLERAS-RESTREPO(Colombia) agreed with Mr. Holmes' statement and

felt that he also had been inaccurately quoted. He requested that the

press release of today's meeting include a correction of his final remarks

made Wednesday to the effect that " .... it is myhope that this Coordinating

Committee may be able to make an effort to find a new formula to cover cases

of agriculture in peculiar circumstances. If not, I must declare that I

cannot assume responsibility, as a member of this Committee, for recommend-

ing the formula, and I ask the Chairman to transmit my statement as an explana-

tion for my refusing to recommend that formula".

The CHAIRMAN(Mr. Suetens, Belgium) said that document ITO/CO/6 had

been approved by him. He had not seen the other document and suggested

postponing further consideration until the matter had been studied.

Mr. MULLER (Chile) stated that another meeting of latin American

Delegations would be required to complete their study of Article 15 and

the proposed Committees, and suggested that Article 13 should be considered.
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and thought perhaps Articles 15 and the proposal for Committees should

be discussed by Heads of Delegations. However, Mr. MULLER (Chile) and

Mr. PHILIP (France) thought the present procedure better, and the

CHAIRMAN agreed that Article 13 should be studied today; Friday, when

the results of the Latin American meeting were at hand, Article. 15 and

the proposed Economic Development Committee could be studied without

respite so that a meeting of Heads of Delegations could be called either

for Saturday or Sunday.

ARTICLE 13.

Paragraph 1: Approved as amended --(retaining the words in square brackets).

Paragraph. 2 (a): approved as amended -(deleting the words in square brackets).

Paragraph 2(b): approved as amended (retaining the words in square brackets

Paragraph 3: approved.

Paragraph 4 (a): approved as amended - (deleting the words in square brackets).

Paragraph 4 (b):

Mr. WILCOX (United States) thought that tne adjective relative" was

necessary if the Organization in considering the need for development, con-

sidered, for example, the relative need as between two countries. But if

there was ambiguity in the use of the word, it should be deleted.

Mr. MULLER (Chile) said "relative" was useful only if it stressed the

right of under-developed countries for assistance.

Mr. NOVOA (Mexico) supported the deletion of the word.

It was agreed to delete the word "relative" from line 3 of paragraph 4 (b).

Mr. HOTMES (United Kingdom) said that his amendment to retain the last

three lines of 4 (b) in square brackets stemmed from his understanding

that under-developed countries were anxious to proceed with development

according to plan, rather than haphazardly. Encouragement should be

given to industries likely to become independent and therefore not re-

quiring the indefinite use of quantitative restrictions.
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Mr. MULLER (Chile) thought the measure was drafted in such a

way as to cover also the possibility of use by many countries not

under-developed. The Latin-American countries opposed the necessity

of including the criteria of a government planned economy; in certain

circumstances private capital might request assistance under the

criteris and procedure of paragraph 4 and neither should it be ex-

cluded nor should it be obliged to come under a government controlled

plan. Therefore, the portion in square brackets should be deleted.

The word "agriculture" could be retained provided the English in-

terpretation of the word "industry" as discussed at the previous meeting

was not applicable in sub-paragrapIs (i), (ii) and (iii).

Mr. LLERAS-RESTREPO (Colombia) agreed with Mr. Muller as to the

deletion of the phrase. As to the word "agriculture", sub-paragraph

(i), (ii), and (iii) were drafted so clearly as not to be applicable to

agriculture in any way. It would be inequitable to deprive agriculture

of the provisions of sub-paragraph (iv), which interpretation had already

been accepted in the Geneva draft. Therefore, aside from any interpre-

tation of "industry", "agriculture" could be maintained.

Mr. HAKIM (Lebanon) supported Mr. Muller; by deleting the phrase,

the Organizationis approwal would not be subject to the condition that
ment

the measures was related a programof economic develop/,. which might

not in fact exist. The possible interpretation of sub-paragraphs (i),

(ii) and (iii) was that they related to manufacturing industries; therefore,

the protection of agriculturewould be considered during the discussion

of (iv).

Ur. NOVOA (Miexico) also agreed thatthe phrase should be deleted. The

retention of such phrase Would be be contradictory to the philosophy of

freedom of trad which inspired the Charter.



-4-

Mr. HAKIM (Lebanon) agreed with the representative of Chile.

If the words were retained and the measure were subject to being

part of the programme of economic development or reconstruction, first

there might be no such programme, and second the effect of sub-paragraph

(b) (i) of paragraph 4 might be nullified as industries established dur-

ing the war would need protection even before a Member were able to

draw up a programme of economic development. The whole phrase "relates...

and that the measure" should be deleted.

Mr. NOVOA (Mexico) emphatically supported the deletion of the phrase

"relates...the measure";to retain it would be contradictory to the philo-

sophy of the Charter which was to promote a freedom of trade which had

been undermined by directed economy, causing the last war. Economic

planning was the result of a directed economy.

Mr. FERRERO (Peru) supported the retention of the words "relates

to a branch of industry or agriculture" and the deletion of the remainder

of the sentence in square brackets. The fourth criterion was to be

applied, and was the only one which could be applied, to agriculture.

Mr. HOLMES (United Kingdom) said he did not attach, specific

importance to the words under discussion, but felt that the concept

should be retained in some form. Regard should be paid to what might

be called the ability in its own right of the branch of industry or

agriculture which the measure was designed to assist for a period.

He pointed out, and Mr. MULLER (Chile) concurred, that according

to the latin American amendment to paragraph 4 (b), there was repetition

of the phrase "...that the measure", and there might be an improvement

in drafting.

Mr. WUNSZ-KING (China) supported the deletion of the whole phrase

"relates to a branch...that the measures".
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Mr. WUNSZ-KING (China) supported the deletion of the whole

phrase relates to a branch...that the measure.

Mr. WILCOX (United States of America) said it was not necessary to

make reference in paragraph 4 (b) either to industry or agriculture

because there was no limitation intended, and the whole article related

to both in its earlier paragraphs. The chilean amendment would ruin the

text; the words "relates..that the measure" should be deleted.

It was agreed that all the words in square brackets should be deleted

so the sentence would read: "...it is established that the measure (i)

is designed to protect a branch of industry...".

Mr. HOLMES (United Kingdom) thought it might be desirable to reconsider

the point at a later stage.

Amendment by the Latin American Countries to Article 13, paragraph 4 (b) (i)

Mr. WIICOX (United States) said that the inclusion of the words pro-

posed by the Latin American countries would introduce into the first case

which was designed to be automatic, an element of judgement on the part

of the Organization as to whether or not in a particular case production

was on a commercial scale. An industry established before 1940 which was

not in production until that year, and was perhaps established in antici-

pation of the outbreak of war, would have been brought into existence during

1939. It would be pore explicit and would probably cover the case if the

date in his text were changed to January 1, 1939, leaving the matter definite.

Mr. MULLER (Chile) said it would be very unfair that an industry established

in 1938 or 1939 and undeveloped on a commercial scale until the war and as

an indirect consequence of war, should not be encouraged under paragraph 4.

The procedure of that paragraph only provided protection for a limited time.

Industries should be given the opportunity to become consolidated so that

they could continue without protection. The idea had been to avoid their

certain destruction, and the change of date made by Mr. Wilcox did not

solve the problem. It was true that objective criteria existed which would

have to be judged, but it would be difficult to find a compromise.
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difficulties. The establishment of an industry and the building of

a plant was action on a commercial scale. The words "commercial

scale" might be substituted by "at the assembly-line stage" but the

latin American amendment called not only for Judgement by the Organiza-

tion, but also a judgement which would inevitably cause much controversy.

Amending the date to January 1, 1939 would cover at least ninety-five

percent of the cases to which Mr. Muller (Chile) had referred.

Mr. HAKIM (Lebanon) supported the January 1, 1939 date.

The CHAIRMAN believed it would be better to retain the first

criterion as an automatic one. It would be well to support the pro-

posal made by Mr. WILCOX (United States of America).

Mr. MULLER (Chile) pointed out that few industries had been

crested during the war because of lack of equipment, etc., but many

had been developed, and the object was to protect them for the time

allotted by the Charter.

He would be inclined to accept the change of date to January 1,

1939.

Mr. COOMBS (Australia) pointed out that the wording would have

to be altered since industries "the production of which was not on a

commercial scale before January 1, 1940" would include all industries

to be established in the future.

The United States amendment was approved.

Mr. WILCOX (United States of America) drew attention to the
ian

Brazil/ amendment to paragraph 4 (b) (i) where the words "...the first

period of its development" had been amended to read "...that period of

its development".

Amendment by the Latin American Countries to Article 13, paragraph 4 (b) (ii)
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Mr. WILCOX (United States of America) proposed that, instead

of the deletion suggested by the Latin American countries, the last

sentence of his text of paragraph 4 (b) (ii) should be amended to

read: ..materially reduced as a result of new or increased resttic-

tions imposed abroad: or..."

Mr. MULLER (Chile) explained that deletion of the sentence

after "materially reduced " had been proposed because restrictions

of other countries might take the form for instarce of subsidized

industries. This would not be covered by the new wording.

Mr. NOVOA (Mexico) said that during the war and up to the pre-

sent time countries producing raw materials were forced to make

large investments to satisfy the increasing demand. A great part

of the population depended for employment on that economic activity.

If the demand for the articles produced was reduced not only because

of restrictions imposed but because the articles had become non-

essential, then the producing country would be faced with a supply

of dormant capital, and equipment, and unemployed labour. It would,

therefore, appear just that in these circumstances the country concerned

could take protective measures to develop these products which were

not exported at the time. For example, Mexico had exported large

numbers of cattle until a disease bad spread among them which had

made it necessary to close the frontiers. The situation could not

remain static - production could not be limited; therefore, it had

been necessary to develop industrial processes to take care of the

surplus.

Conditions during the war and after the war had increased the

demand for Mexican lead. Large investments had had to be made in

order to increase production. If by the simple fact that the demand

decreased, Mexico would have far greater production of lead than she

could absorb, and it would be only just that she should be allowed
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to protect and develop this primary commodity converting it into

products which might be acceptable elsewhere. For these reasons

he supported/the amendment proposed by Mr. Muller.

Mr. HAKIM (Lebanon) said that to make the deletion suggested
(Chile)

by Mr. Muller/ would not cover the situation. The last sentence of

sub-paragraph (ii) might be amended to reads "...materially reduced

as a result of a fall in the foreign demand for that primary commodity;"

It might be that the exports were materially reduced not as a result

of new or increased restrictions but as a result of many other import-

ant factors such as the development of synthetic substitutes for a

primary commodity, of natural factors or of depressions, etc. In any

case hardship was caused the exporter of the primary commodity who

might be helped by the establishment of an industry. His proposed

amendment would not restrict the provisions to cases where the de-

crease in exports was the result of new or increased restrictions.

The words "materially reduced" afforded suffficient safeguard.

Mr. WILCOX (United States of America) said that the only reason

he was willing to consider the automatic aspects involved in (i) and

(ii) was because it had been represents that those cases were limited

in Extent and were particularly meritorious. Cases had been cited

where the external sales of a conmodity were the result of action on

the part of another government, and the exporter had to do something

to provide a market for its products. That was the only reason why

category (ii) had been established.

If its whole justification were destroyed, the entire section

should be deleted. Already there were ample provisions for specific

cases in the Article.
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Mr. MALIK (India) supported the words originally proposed

by Mr. Wilcox. It would help the producers of primary products

more in the end if the door were opened for quantitative res-

trictions with automatic approval in the case of a fall in demand.

Cases should be confined to those in which the demand in the export

market for the goods was the result of restrictive action, otherwise

the same circumstances might obtain as those which lead up to the

last depression.

The CHAIRMAN pointed out that the aim of the draft was to make

the criteria as objective as possible, to avoid ambiguity, and to

make the application of the criteria automatic on the part of the

Organization. Specific cases were covered by other parts of the

Article.

Sub-paragraph (ii) of paragraph 4 (b) was approved as it stood

with the exception of the last words which were amendedbyair, Wilcox

to reads " ...materially reduced as a result of new or increased

restrictions imposed abroad.

In reply to a question which Mr. WUNZ-KING (China) had submitted

in writing, Mr. WILCOX (United States of America) said that a processing

operation was a manufacturing operation. "Processing"' implied the use

of primary commodities. Every manufacturing industry was engaged in

the processing of something. The word covered such things as milling,

textile operation. It would not include such highly developed industries

as those producing precision instruments. It tied manufacturing closer

to the idea that domestic raw materials were being used, but it certainly

was not limited to first processing: it would cover a succession of

stages of processing such as industries employed.
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Mr. WUNZ-KING (China) asked that an interpretative note in the

sense of the explanation of the word processing" should be appended

to the article, but after a request by the CHAIRMAN who said there

were already too many interpretative notes, he agreed to its appearing

in the report of the Co-ordinating Commimittee. A suggested amendment to

the wording by Mr. COOMBS (Australia) would cause too many complications

and was therefore not considered.

Paragraph 4 (b) (iii) and (iv)

Mr. HOLMES (United Kingdom) explained that his amendment had the

purpose of fusing these sub-paragraphs with the preamble. In his

opinion the wording which he suggested was more precise than that

contained in the text of sub-paragraph (iii) put forward by the

United States -representative.

Mr. WlLCOX (United States) agreed with the United Kingdom

representative and pointed out that the wording which he had suggested

had been designed to meet the views of the Latin American representatives.

On the suggestion of Mr. MULLER (Chile), the meeting was

suspended so that representatives would have time to study the amend-

ments proposed by the United Kingdom delegation.

The meeting rose at 8:15 p.m.
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SUMMARY RECORD OF MEETING OF COORDINATING COMMITTEE

Held on Thursday, 26 February 1948, at 9:30 p.m.

UNITED KINGDOM PROPOSED AMENDMENT TO THE UNITED STATES PROPOSALS.

As it was considered unlikely that a compromise solution would

be found through discussing the United Kingdom amendment, it was agreed

that the proposal made by Mr. NOVOA (Mexico) should be accepted. The

Co-ordinating Committee then proceeded to examine the United States

compromise proposal concerning Article 13, together with the observations

of the latin American nations.

Mr. HOLMES (United Kingdom) agreed to the discussion proceeding

on the United States draft, but pointed out that the United Kingdom

amendment dealt with the criteria of (iii) and (iv) in a more logical

arrangement. When the proviso was discussed, he would deal with the

passages to which it referred. It would be seen that the proviso was

being applied to (i) and (ii) and not necessarily to (iii) and (iv), and

that might possibly correct a misapprehension in the mind of Mr. Muller.

CONTINUATION OF DISCUSSION ON DRAFT OF ARTICLE 13 SUBMITTED BY MR. WILCOX

(UNITED STATES OF AMERICA) TOGETHER WITH AMEDMENT SUBMITTED BY MR. MULLER

(CHILE).

Paragraph 4 (b) (iii)

Mr. WIICOX (United States of America) pointed out that an attempt

was being made in the Committee to reach compromise solutions. For that

reason he had opposed the United Kingdom draft, and also opposed amendment

proposed by Mr. MULLER (Chile) to drop "is necessary" and substitute "is

designed". That amendment would be completely 'inacceptable to the United

States.
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conditions that had to be fulfilled. There were several qualifications to

allow the application of protective measures together, naturally, with the

general limitation in time for the application of those measures. The

addition of the word unnecessary, which might be the strongest word in

that criteria, might make it difficult to prove the necessity of the

measure to be taken, and as that would be judged by the Organization,

it had been feared that there might not be the necessary comprehension

in the cases where the protective measures were applied to develop economy.

If what could be done under (i) and (ii) were taken into consideration,

protective measures under (iii) were very restrictive. To add the word

"necessary" gave very little hope of applying protective measures for the

development of an industry.

Mr. COOMBS (Australia) thought it desirable that the word "necessary"

should be retained. Great significance was attached to those aspects which,

without making obvious discrimination, provided a basis for a country to use

the particular type of device mentioned in the Article.

"Necessary referred to the type of protection contemplated. The

Organization should not judge as to whether a particular industry was a

desirable industry to protect or develop. The Committee was in a better

positionn to judge. They did not have the same concern in its taking an

interest in the particular form of protection which might be used, especially

if it prevented other countries from using it if they had not the same necessity.
which had accessible to them more tra-

The use of the word "necessary" would enable the Organization to preventcountries/
ditional types of protective
measures from using a type which would be a detriment to other and less

developed countries. The retention of the word would be a valuable pro-

tection against quantitative restrictions used by more highly developed

communities.
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Mr. ROYER (France) agreed with Mr. COOMBS (Australia) regarding

the retention of the word "necessary". It assisted the underdeveloped

countries in introducing the idea of choice of measures. The first

effect of the word "necessary" was to prohibit the use of those special

protective devides by countries which might avail themselves of other

methods of protection. The field of application from a geographical point

of view would be limited, and experience had shown that private interests

required that resort should be had to quantitative restrictions even

if other protective means were available. It would be a good thing if the

governments could say that resort could not be had to those measures be-

cause the ITO provided others.

Mr. WUNSZ KING (China) proposed that the beginning of the sub-
the

paragraph should be amended to read "is suitable for/promotion..."

as a compromise solution.

Mr. CHAIRMAN pointed out that "au necessaire" in French did not

reflect the substance correctly.

Mr. MULLER (Chile) said that "necessary" might be suitable or

convenient.

Mr. LLERAS-RESTREPO(Colombie) said that in case the word "necessary"

was not accepted, advantage should be taken of the interpretation given by

Mr. COOMBS (Australia) and Mr. ROYER (France) and the words "...in view of

the resources of the applicant Member" should be added after the words

"is necessary".

It was agreed that the words "is necessary" should stand.

It.was agreed that the brackets should be removed from the words

"or for the processing of a by-product of such a branch of industry which

would otherwise be wasted", as proposed by Mr. MULLER (Chile).
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As the four criteria were to be covered, and the idea that

special methods should not be used to protect products which were

the vital exports of other members was in the first proviso, it was

proposed to delete the words "on exports of a primary comnmodity on

which the economy of another Member was largely dependent or".

Mr. WILCOX (United States of America) agreed to the deletion

but suggested that discussion of the exact wording should be postponed.

It was agreed to delete the phrase.

Mr. WILCOX (United States of America) did not think it necessary

to add the words "on international trade in general as proposed by

Mr. MULLER(Chile), as the meaning was clear, However, it might be

desirable to indicate the fact in the Committee's Report.

Mr. MULLER (Chile) accepted the text as it stood. All trade

on a special product would be affected, and to a greater or lesser.

degree according to the capacity of the country.

It was agreed that the text should stand.

Paragraphs 4 (b) (iv)

Mr. LLERAS -RESTREPO (Colombia) said that he had heard no valid

reasons against the inclusion of his amendment. One opinion was that

the amendment was unnecessary because agricultural products could be

protected by other systems which were permissible and consistent with

the Charter. This was such a general argument that it might be applied

to agriculture and industry. If the Charter were sufficiently wide to

permit adequate protection for industry and production, then Article 13

was redundant. But paragraph 1 of Article 13 recognized that there were

special circumstances requiring protective measures, and also that it

might not be sufficient only to apply those permitted by the Chapter.
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There seemed to be no reason for the creation of special systems which
might sake it possible to protect manufacturing industries and not to

protect agricultural production. A manufacturing industry might also re-

sort to the Organization for permission to establish certain measures,

but it wasfelt that automatic mes sures should be established for manu-

facturing industries. The question to be discussed was not whether agri-

cultural industries would fall under the provisions of Article 13, but rather

whether it should be preferable to single out manufacturing industries and

set aside the agriculture. The basis for prosperity was in maintaining

agricultural industries. The purpose of the Charter was to give concrete

results. It should be ascertained in what cases it was the more urgent

to raise standards of living. In Colombia, although it would be useful to

help the manufacturing industries, it was more urgent to raise the standard

of living of the rural population. To maintain stability in the agricultural

production field was more difficult than maintaining manufacturing standards.

There was a need for ensuring stable and remunerative prices and not allowing

fluctuation,,in agricultural industries, and provision for this should be

included in Article 13. Nothing/should be introduced into the Article which

would prejudice the position of the underdeveloped countries. New industries

might be damaged through the protective measures of other countries. The

Article already contained provisions for taking into consideration the economic

condition of a country. Nothing was being propounded in the Colombian amend-

ment. It was to apply to countries that had certain industries and wanted

these industries to utilize their own raw materials. It would be strange to

create an automatic system for manufacturing industries established during

the war, and to establish non-automatic and more restricted conditions to

take advantage of natural and raw materials and resources of a country.

It would be logical not to apply this to products which fell under the

three divisions.
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Mr. LLERAS-RESTREPO (Colombia) said that when he critized the

proposal of Mr. WILCOX , he referred to the proposal itself and not to

the attitude of the country he represented, which he was sure did not

intend to exclude agriculture. The Colombian proposal complemented the

proposal by Mr. WIICOX (United States of America).
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Mr. COOMBS (Australia) opposed the Colombian proposal on

the grounds that that particular type of problem was not characteristic

of under-developed countries. In Australia, for example, the

standard of living of primary producers was not dependent on domestic,

but on world markets. Further, the provision would allow for the

protection of the wool industry in the United States and the sugar-

beet industry in Europe to the detriment of agricultural producers in

under-developed countries. The proviso that the product had to

have been can traditionally produced in the country and that the

measure was intended to increase low standards of living would not

prevent the provision being applied with respect to the two examples

he had given above.

In his opinion, the proposal was dangerous to under-developed

countries and therefore the problem raised by the representative of

Colombia should be solved otherwise than by the application of

automatically approved quantitative restrictions.

Mr. HAKIM (Lebanon) a greed with the representative of

Australia that the Colombian proposal was a dangerous one for its

provisos would not prevent its use by the developed countries. It

would also open the door to conflict between one under-developed

country and another and would give a privileged place to particular

types of agriculture.

To meet the point of view of the Australian representative,

Mr. Lleras Restrepo (Colombia) suggested that the beginning of his

proposal be changed to read as follows: "is necessary in view of

Although the new Colombian amendment made the proposal

less objectionable, Mr. Coombs (Australia) was still unable to

accept its with enthusiasim.

Mr. WUNZ-KING (China) felt that the new Colombian amendment
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made the proposal more acceptable and as a further concession suggested

that the words "generally recognized" be inserted before the phrase

"low standard of living".

Mr. ROYER (France) expressed the view that the Colombian

proposal was covered by the fourth criterion/and by the terms of Article

18.

Mr. WILCOX (United States) said that the Colombian proposal

was not concerned with economic development but with the traditional

agricultural field and that if it were to be adopted it would destroy

the justification for the provisions of Article 13 and of Chapter III as

a whole.
adoption of the

Mr. FERRERO (Peru) considered that the/Colombian proposal

would have a harmful affect on primary producing countries and might

prove to be more dangerous than Article 20 (2).

xmaÈz Paragraph 2 (c) of that Article

contained many more safeguards than the Colombian proposal and yet his

'elegation continued to oppose Article 20.

The problem raised by the representative of Colombia needed

to be solhed but le agreed with the representative of France that that
(bi

solution lay in the provisions of Arti4l/(13 (.)Fiv) and Article 18.

lr. LLEREPORESTRIQo (Colombia) could not agree that the

Colombian case was covered by the terms of Article 18. He accepted the

neje Uion of his proposal, but reserved his vote and asked that the

statement which he had made at yesterday's meeting be transmitted to the

Conference.

1AIrLE 13 (4)_rs (b) (iv)

The meeting accepted the Chilean amendments to retain

the words "or agriculture" and "relative".

Mr. NULLER (Chile) drew attention to the proviso which he

suggested should be added to sub-patagraphs (i)to (iv) inclusive.

1r. WILCOX (United States) was in general agreement with the

Chilean amendment but suggested that"ahe words primary commodity"
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be inserted after the word "exports".

Mr. MIULLER (Chile) agreed that the United States suggestion

improved his amendment.

Mr. ROYER (France) felt that the provise was perhaps too

broad in its implications and pointed out that the Charter

envisaged only serious harmful effects. The amendment

might meet the views of the Colombian representative if it applied

to the first three sub-paragraphs only.

Mr. LLERAS RESTREPO (Colombia) said that the present wording

of the amendment did not establish a relationship between "the injury"
substitution

and the "Member", and therefore he proposed the substitution of the words

"the manufacture of products" for the word exports".

Mr. NOVOA (Mexico) suggested the substitution of the word

"for" for "which has" and the words "a commodity and" for "primary

commodities".

Mr. WILCOX (United States) drew the attention of the

Colombian and Mexican representatives to the fact that it was not the

"commodity" but "measure" which would have the harmful effect. He

___ suggested the deletion of the

phrase "or grant release of".

MR. 0O01BSustralia) suggested the deletion of the

phrase "emmodities the manufacture of primary coninoditie".

Mr. lOVOA (Nexico) agreed to accept the original United

States suggestion te insert the words "of a primary commodity" after

the word "exports".

là' LLERAS RESTREPO was unable to accept the United States

suggestion.

The meeting agreed to postpone discussion of this question

until it had written texts of the various amendments.

.oL meeting rose at 12:15 A.M.
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Alternative B (ii)

Mr. LLERAS-RESTREPO (Colombia) proposed the deletion of

the word "this" and the deletion of the brackets enclosing the

figures (i) (ii) and iii.
On the suggestion of the representative of MEXICO, it was

agreed to accept the Colombian proposal subject to any further

comment which the Brazilian delegation might wish to make.

The French amendment to delete the brackets enclosing the

words "cause serious prejudice to" was accepted by the meeting.

AlternativesA and B,

Mr. MULLER (Chile) did not feel that compensation should

be obligatory concerning non-negotiated commitments. The under-

developed countries were in a disadvantageous situation and to

ensure compensationn for the injury of the trade of a highly

developed country would perpetuate the disparity between the

two groups of countries.

The representatives of LENA<ON, PERU anINDIAIA strongly

supported the remarks of the representative of Chile.

Mr. HOLMES (United Kingdom) considered that some provision

along the lines of either Alternative A or B was needed, In

connection with the remarks of the Chilean representative he

drew attention to the fact that the reference to compensation

with respect to negotiated commitments referred to anti-

forstalling measures only, It should be easy to accept Alter-

native B to the effect that the applicant Member would apply

protective measures in such a way as to avoid injyuuing the

economic interests of other Members.
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The CHAIRMAN, speaking as a representative of BELGIUM,

pointed out that the process of economic development would begin

with the establishment of iron and steel, glass and textile

industries, all of which represented the major exports of his

country. Nevertheless, he recognized that economic development

would contribute to the welfare of the world as a whole and

thus also to Belgium.

He drew the Chilian representative's attention to the fact

that the question of compensation had been accepted in connection

with Article 15.. What was suggested in connection with Article

13 was infinitely less strong. His delegation was prepared

to accept Alternative B because it would allow for the possibility

of adjustment which shouldbe madexe in the Charter,

Mr.ALAERUS4 RESTREPO (Colombia) was unable to accept

Alternative A but supported Alternatiae B s he believed that

any protective measure which was applied should avoid causing

unnecessary injury.

Mr. PHILIP (France) could not accept the principle of the

application of exceptional measures wi/houtJthe ifea or compensa-

tion. The under-developed countries were asking for specific

rights and the more industrialized countries were demanding

that the same safeguards be a pplied to them as were contained

in Article 21.

OVOA (Mexico)4
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Mr. NOVOA (Mexico) recalled that the Chapter on Economic

Development had only been inserted in the Charter at Geneva. It

had been felt that the provisions of Chapter IV would affect countries

differently depending on their economic development. That disparity

having been recognized, Article 13, was offered to the underdeveloped

countries as an aid to their economic development. The protective

measures referred to in the proviso pre-supposed a certain amount of

damage to other countries which was to be tolerated as benefiting

the underdeveloped countries.

Mr. MULLER(Chile) said that the underdeveloped countries

wanted the right, within the framework of the Charter, to take cer-

tain of the steps which had been taken by other countries when they

had industrialized themselves in an unrestricted age. The idea of

compensation contained in Article 15 referred to preferential system

which were opposed to the fundamental principles of the Charter.in

Articles 20 and 21, the underdeveloped countries had accepted wide

limitations. In Article 13 they would not be prepared to accept

the principle thatt they would have to pay for their future developmens'

when other countries had not denc so.

Mr. PHILIP (France) pointed out that Alternative B made no

mention of automatic compensation but set forth the idea that countries

should osseoe the measure which would be best for their own purposes

dnc which would cause the least amount of harm to other countries.

Mr.ALIKJK (India) drew attention to the fact that the damage

caused by the economic development of underdeveloped countries would

be temporary and that in the interest of the economic welfare of the

world as a whole, the highly industrialized countries should be prepared

to suffer a certain amount of temporary damage. He could accept

Alternative B on the understanding that there would be no compensation

in respect of the amnt t of damage which would obviously result

from the application of the protective measures.
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Mr.WILCOX (United States of America) did not see how the

meeting could accept the first proviso which had been introduced

soley for producers of primary commodities, without

also accepting the very much milder Alternative B. The representatives

of India, Lebanon, Colombia and France already had indicated their

willingness to accept Alternative B and he, therefore, proposed

that it be approved without further discussion.

Mr. WUNZ-KING (China) agreed that Alternative B represented

a reasonable compromise, but in case there was no general acceptance

of it, he suggested that the following wordsbe added to Article 13 (1)

Mr. HAIKM (Lebanon) did not object to the idea of Alternative B

but felt that its adoption was to a certain extent unnecessary in view

of the second sentence of Article 13 (1). The language of the proposal

would also have to be changed, As it only would be possible to know

what damage had been caused after the particular measures had been

applied.

Mr. MULLER (Chile) supported the remarks of the Lebanese repre-

sentative , Alternative B as it now read would allow a subjective

judgement of how much damage had been caused by a particular measure,
did

Mr. WILCOX (United States of America) ±i not agreh' that

Article 13 (1) covered the principle contained in Alrtanétive B because

it was only a recognition paragraph and made no referenceota a commitment.

In rlpiy to the representative of Chile, MrPHMIILIP (France)
represented

pointed out that Alternative B an obligation on the part of Members

to apply the measures which had been authorized by the Organization

in such a way as to avoiinju4uring other Members.

MR. LIICOX (United States of America) also pointed out that

Alternative B could not be regarded as a criterion and to make that

point clear suggested that thw mord "provid"d: should be deleted.
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To meet the views of the Chilean representative, Mr. WUN-KING
(CHina) suggested that Alternative B read as follows: "Provided that

the applicant Member in administering any measure under this sub-paragraph

shall take into consideration the desirability that such measures shall

be administered in such a way as to avoid unnecessary damage......."

The meeting adopted Alteriative B with the deletion of the

word "provided".

INTERPRETATIVE NOTE CONCERNING THE WORD "PROCESSING"

At the suggestion of the representative of Peru, it was agreed

that the Executive Secretary would redraft the note alongthe lines

suggested by the United States representative at yesterday's meeting.

Mr. NOVOA (Mexico) requested time to consider paragraph (i)

of Alternative B.

ARTICLE 13 (4) (c)

MR. WILCOX (United States of America) drew attention to the

United States redraft of the Brusilian proposal concerning this paragraph.

After a short discussion, it was adopted by the meeting.
13

ARTICLE (4) (d)

With the deletion of the word "relative" the paragraph was

adopted by the meeting.

ARTICLE 13 (5)

With the deletion of the brackets enclosing the words "all branches

of agriculture", (paragraph was adopted by the meeting.

ARTICLE 13 (6)

On the suggestion of the representative of Australia, the word

"secrecy" was substituted for "confidence" in this paragraph.
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Mr. MULLER (Chile) said that the purpose of his amendment

was to state that there could be a time-limit with respect to the

intervention of the Organization.

It was agreed that that was purely a question of drafting.

It was agreed that the United States amendment consequential

upon the amendment to paragrapha4 (c) (i) and (ii) was also a question

of drafting.
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Artcile 13 - Paragraph 7

United Kingdom amendment.

Mr. HOLMES (United Kingdom) proposed the deletion of the

words "and agreement" in the penultimate sentence. The

Geneva text did not provide for the over-all time limit

for the Organization. There was doubt as to the wisdom of

introducing a time limit as it might defeat the objectives

for which it was set. In certain cases it would be found,

and it was recognized in the text that the time limit might

be unduly short, and might have to be exceeded. There was

provision in the document under discussion if unforeseen

difficulties arose, for an extension of the period after

consultation and agreement with the applicant member. The

addition of the words "and agreement" were nonsensical.

It was true that it provided the applicant with the means

of vetoing an extension of the time limit, but the wording

did not represent the intention. What could be done in

circumstances in which the applicant Member was in a

position to veto an extension which the Organization might

need in order to do its work fairly and accurately?

It was agreed that the words "and agreement" in the

penultimate sentence of paragraph 7 should be deleted.

Mr. WILCOX (United States) drew attention to a con-

sequential change arising out of the approval of the Brazilian

proposal. The fact that the words "or application" were to

be inserted after "such statement" in the fifth line

from the bottom of paragraph 7, Article 13, should be re-

ferred to the Central Drafting Committee.

Mr. NOVOA (Mexico) withdrew his reservation concerning

proviso (i) under Alternative B, at the top of page 5 of

document 5350.
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Mr. WILCOX (United States) stated that his acceptance

of the new draft of Article 13 was dependent upon a satis-

factory settlement of the other related issues which were

pending before the Co-ordinating Committee.

Mr. WUNSZ-KING (China) drew attention to the footnote

on page 6 of document 5350 which stated that the text pro-

posed by the Chinese delegation should appear in the Report.

In the Report made by the Chairman of Sub-Committee C of

Committee III on Articles 13 and 14, there was a note "B"

which embodied exactly the same wording as was set forth in

the footnote under reference. It had been unanimously

agreed that the text should be included in Article 13 as

an interpretative note, and he would like the Co-ordinating

Committee's assurance that this would be done.

Mr. NOVOA (Mexico) as a Member of the Sub-Committee

and working groups which had considered Articles 13 and 14,

confirmed the remarks of Mr. Wunsz-King (China).

Mr. HOLMES (United Kingdom) presumed that in consider-

ing the results of the deliberations of the working groups,

footnotes reservations, etc., would be included in the

Reports to the Committee. The United Kingdom had a note

which referred to the words "materially affected"in para-

graph 3(b) of Article 13 which should be included in the

report of the working group to Committee II.

Mr. WILCOX (United States) referred to the original

document of Sub-Committee C of Committee II which indicated

that the Chinese note would be included as a section of the

Draft Report of the Committee and not as an interpretative

note. Although the Heads of Delegations were against encumber-

ing the text with interpretative notes, he would not object

if Mr. Wunsz-King was intent on its inclusion in the text

of the Chinese note.

Mr. WUNSZ-KING (China) pointed out that he had written
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to Mr. Wilcox on February 26 asking that the note should

be inserted in Article 13 as an interpretative note.

Mr. COOMBS (Australia) said that if Mr. Wunsz-King's

request were complied with, his delegation and others would

have to reconsider a number of cases where they had set

interpretations of the text in matters of great interest

to them, but in the light of the point raised by the

General Committee,had agreed to that they should appear

only in reports of the Sub-Committee. It had been under-

stood that if questions were raised in the future, reference

could be made to the records which would be accepted as

significant in the interpretation of the text. Therefore

an interpretative note should be added to the text itself

only in the most exceptional circumstances.

Mr. HOLMES (United Kingdom) assured Mr. Wunsz-King that

a paper on the subject of interpretative notes had been

circulated by the Executive Secretaty and he had asked for

it to be put on the agenda of the General Committee.

The CHAIRMAN pointed out that, as it was not a question

of principle the Co-ordinating Committee could not deal with it.

Mr. MULLER (Chile) brought up the question of prior

approval. The Latin American countries generally believed

that it was unnecessary. Approval was "automatic" when it

was clear that the Organization gave the approval as a matter

of fact, and automatically Accepting that that was the case,

the argument could be usedexactly with the same weight

to words applying the method without the prior approval of

the Organization but communicating the action to the Orga-

nization, and having the statement of the Organization, only,

of course, in the case where the measure did not fall within

the objective criteria.He proposed thatOnmeasures (i)
and (ii) priro approval would not be necessary, but in

criteria (iii) and (iv) which were not entirely objective
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proval was essential.

Mr. COOMBS (Australia) said there had been misunderstanding

of his previous remarks regarding the approach to the pro-

blems of Article 13. There were two questions: (1) Whether

prior approval should be required, or whether the countries

concerned should be permitted to take independent action;

(2) Whether prior approval should be automatic when certain

criteria were fulfilled, or whether approval should be given

after a pro and con consideration. As to the first, the im-

portant consideration was whether the decision could be

based on matters of fact and not of judgement. He had said

that if the decision were to be based on a question of fact,

then it did not matter. whether the prior approval of the

Organization were called for or not, because Members should

be trusted not to misrepresent the facts. If the decision

were based solely on the question of fact - determinably

and validly - the only chance for wrong action being taken

would be through misrepresentation of those facts. Therefore

decision as to whether prior approval should be required

was merely technical, and not a question of policy. Where

judgement was involved it was desirable to require prior

approval; it would be in the interests of everybody. A de-

cision taken on the judgement of a member might be contrary

to that of the Organization, and it might cause the Member

embarrassement and hardhip to retrogress.

As to the question of whether prior approval should be

automatic or based on the "pros" and "cons", the criteria

should be capable of being answered "tyes" or "no". There

should be considerations which might tend towards a favour-

able decision, but they did not need to be the only ones.

None of the criteria in the text was completely free

from any element of judgement. There were criteria which

could be answered "yes" or "no", but there could be dispute
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about questions arising in connection even with the last

part ot paragraph 4(b)(i). Criteria(ii) and (iii) while

capable of being answered, involved some judgement upon the

economic circumstances underlying the industry. In the

interests of Members it would be well to include a provision

in Article 13 for obtaining the approval of the Organization

before action were taken in accordance with the Article.
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objective. The second part of (1) reading "...which was protected during

that period of its development by abnormal conditions arising out of the

war" had always been considered to be a fact, and was not a question

of judgement. (ii) was also a question of fact. There could be no dis-

cussion about "the external sales of such commodity have been materially

reduced as a result of new or increased restrictions imposed abroad".

It was true that no Member would apply criteria (i) or (ii) running

the risk ofmaking investments or starting production if there were a

chance of the Organization objecting. Prior approval should not be
either

necessary in/cases (i) or (ii).

Mr. WILCOX (United States of America) supported by Mr. HOLMES

(United Kingdom) said it had been understood that in redrafting Article 13

the Article would be based upon the principle of prior approval and that

prior approval should be automatic. The proposal introduced by Mr. MULLER

(Chile) was completely unacceptable, and if adopted the United States would

withdraw its support from the entire article, and from the group of sugges-

tions that had been submitted for the settlement of outstanding issues,

Mr. MULLER (Chile) believed that from the political angle, in

practice there was no difference between prior and subsequent approval of

the Organization, but countries should be afforded the opportunity to

defend their point of view and explain their opposition to prior approval

in cases where protective measures were involved.

Mr. FERRERA (Peru) proposed that the meeting should be adjourned to

give the Latin American countries time to discuss the matter further.

Mr. NOVOA (Mexico) said it was considered that free action of the

Member nations vis a vis the provisions which were called automatic criteria,
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in cases where there was no prior approval of the Organization,

could give rise to countless abuses. What, therefore, would be the right

of Members which, having accepted the prior approval and made application

in accordance with paragraph 4 of Article 13, and within the criteria
if

which were called automatic,/the Organization failed to give its approval?

If a Member were not given freedom to take measures arising under

Criteria (i) and (ii), then the Member would be placed in an unfair

situation. What would be the position of a Member, which having

asked for authorization, did not receive an answer from the Organization?

Mr. HAKIM (Lebanon) supported by Mr.FERRERA(Colombia)and Mr. WUNSZ-KING

(China) accepted the compromise of automatic prior approval. The

difference between the two procedures would simply be a delay of 90 days.

The CHAIRMAN pointed out that it was a question of form rather

than substance, and that since the objective criteria existed, there

was nothing to fear from resort to the Organization before application

of the measures.

Mr. COOMBS (Australia) said that paragraph 7 gave a precise answer

to Mr. NOVOA (Mexico) in requiring that the Organization should set a

date by which it would inform the Member - ninety days after presenta-

tion of the case. A Member not receiving a reply within that time, or

within the requested single extension of that time(orwithinthere-

quested single extensionofthattime) ten4i<est4S-I +-tioee) could assume that the approval

had been given.

Mr. PHILIF(Francti pointed oferedat Ar'icle 15 reftJeéd to all

cases. The same period of time was required whether reference was made

to automatic approval or where a decision was necessary.

fr. NOVOI (Mexico) saidithat at least in Spanlsh the meaning

of the word. automatici did not suggest a delay of ninety days.
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The CHAIRMAN pointed out that there was nothing in paragraph 7

to suggest that the Organization should wait for ninety days before

giving its approval where criteria (i) and (ii) were applied. It

would feel a moral obligation to answer immediately in order to make

it automatic.

Mr. WILCOX (United States of America) and Mr. HOLMES (United

Kingdom) supported the retention of nine-day limit,

Mr. COOMBS(Australia) suggested that the obligation should be

placed upon the Organization to set a date as early as possible, and

that the text should be amended to reads "This date shall be the

earliest practicable,but not more than ninety days..."

It was agreed that the Australian amendment to paragraph 7

should be accepted.

ARTICLE 15.

Mr. MULLER (Chile) made an informal statement regarding the

proposed amendments by the latin American countries to the United

States compromise text of Article 15, with the understanding that

the full text should be circumulated in ample time for discussion

before the meeting of the Co-ordinating Committee on the following

day.

The meeting rose at 7:50 p.m.
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ARTICLE 15 NTINUATION OF CONSIDERATION:D:TIt

Pararraph 3 (d)

1r. 1ULLER (Chile) said that the present draft of paragraph 3 (d)

was subject to the criteria of 3 (b); his amendment proposed that, until

a country had developed products, compensation be given on products which

might not fall within the scope of 3 (b). However, it was also provided

that such advantahes sioeld bc progressively eliminated and replaced as soon

as possible by preferences conforming to thestermn of 3 (b).

The balance od traie was against Chile in her relations between

Argentina and Peru. Some new industries should be developed to restore

equilibrium; in the meantime larger countwies uere hurt becahse tne balance

was paid in dollars which otherwise might be used for other imports. If

the compensation could be made only within the definition of 3 (b), it

would be impossible to obtain preferencem fron tnose reighbouring countries.

OOMBC0O13S (Australia) asked whether Chile would be able to

compensate by tariff reductions on an m-f-n basis or by preferences alone.

If, for instance, Chile bought wheat frgm ArGentina, in order to restore

a balance of trade disequilibrium, Argentina should give preference, say,

for Chile's boot and shoe industry. In terms of the draft, that should

be compensated by a preference in an Argentine newly established industry;

but if Argentina had no newly established industhy, tne compensation might

be accomplished by a reduction in tariff om an r-f-n basiOn CO the

other hand, it would be much more difficult to justify a preference on an

established industry, i.e., wheat. If the phrase "tariff advantage"

were on an m-f-n basis, the proposal was worthy of support.

Mr. ROYER (France) said the phrase should read "preferential

tariff advantage."
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Mr. EVANS (United States) replied that if Mr. Royer

was correct, if in fact the concession did apply to reciprocal

preference advantage, the attitude of the under-developed countries

still was puzzling. If an under-developed country wished to

enter into a preferential arrangement for the advantage of a new

industry, it had a choice under Article 15; reciprocal preference

advantages which complied with the criteria. It was difficult to

imagine any under-developed country not having a good many

industries or agricultures not complying with 3 (b). But if

an exception were necessary, an m-f-n concession was always permissable;

and if neither were applicable, the Organization under Article 15

could approve by a two-thirds vote a concession not complying with

the criteria.

to smaller countries
The amendment was a distinct disadvantage/in that larger

countries could use its provisions to their disadvantage. The

present draft of Article 15 would make it difficult for a larger

country to exert economic pressure on others, but the proposal of

Mr. Muller would not prevent such action. From the United States

point of view, if semi-automatic procedure were to be adopted, there

should be no wide open escape from the basic principle of Article 15.

There was no objective assurance in the amendment as to the length

of time that the preference which did not conform would remain in

force, there was no responsibility placed upon the Organization to

terminate it, the only responsibility being for a Member to interest

"as soon as possible".

Mr. MULLER said that Mr. Evans remarks and the doubts

expressed by Mr. Coombs were to be considered. In accordance
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with the present draft of Article 15, would it be possible for

Chile to obtain a preference from a neighbour in order to

develop an export without having to give compensation in other

products, which would cause the imbalance to continue.

Mr. COOMBS (Australia) replied there was nothing

to prevent such an agreement. The Article did not require

compensation and there was nothing to prevent compensation in

the form of an m-f-n tariff reduction, even though the benefit

might go entirely to the neighbour concerned,

Mr. OLDINI (Chile) satated that Mr. Muller had

mentioned one of the various aspects of the problem; the

effort to solve the problem of balance of payments difficulties

and the application of adequate technical measures which would

be in conformity with procedures of preferential arrangements.

It was not realistic to maintain, even though the

Charter permitted, that one-sided preference arrangements could

be accomplished, The problem could not be solved by compen-

sation on an m-f-n basis because a country would not feel it

had granted special privilege if it were granted also to third

parties.
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preferences under (b) were competitive with her own industry.

Economic co-ordination on an international level required a

long period of transition and during that time some exception

to 3(b) was necessary.

Any re-draft of the amendment to meet Mr. Evan's objections

would be satisfactory, as to limit of time or intervention of

the Organization.

Mr. COOMBS (Australia) said that experience with m-f-n

preferences since the negotiations at Geneva gave reason to

believe that Chile and Argentina could work out a reasonable

arrangement for m-f-n tariff reductions. It would be worth-

while for the Latin American countries to consider in concrete

form the type of preferences they wished to obtain and the

compensatory m-f-n reductions required. If compensation

were not on an m-f-n basis and the criteria were not governed

by sub-paragraph (b), the industry which did not fall within

that criteriawas almost inevitably an established primary

commodity, which would be dangerous and detrimental to the

interests of all other under-developed countries.

Mr. PHILIP (France) agreed and added that the solution

might be in Article 42.

Mr. OLDINI ( (Chile) replied that in his opinion Articl42+2

did not cover the case. There was a great difference between

established preferential arrangements and his case.

The CHAIRMAN said that in the absence of support of the

amendment by other delegations, the majority favoured the

Australian text.

Mr. FERRORP (Peru) agreed with Mr. Oldini and added that

because of the limited exports of under-developed countries,

Mr. Coom:st solution was difficult to put into practice. He

would abstain from a decision.

Nr. MULLER (Chile) although aware of the majority decision,
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could not accept it.

Mr. ADARKAR (India) felt that Mr. Coombs was right and

that the Latin American amendment would be detrimental to under-

developed countries. He was thenfore opposed to it.

Mr. HAKIM (Lebanon) abstained and Mr. (China) was

indifferent since China had very little opportunity to arrange

preferential agreements.

The CHAIRMAN pointed out that it was rather difficult to

abstain in the decisions of this type of committee, but even

with abstentions there was a majority in favour of Dr. Coombs'

proposal. He would recommend that Mr. Muller consider the

alternative formula.

Paragraph 3 (e) (i)

Mr. MULLER (Chile) explained that his amendment was

proposed so as not to void the benefits of automatic approval.

Mr. Evans (United States) said that Article 13 provided

for departure from negotiation obligations, and he was opposed

to any change in either direction. If the paragraph were

amended in one direction there was danger that Article 15

would be used as a method of obtaining release from contractual

obligations without the protection of Article 13. If the

reverse were true, an amendment would be of no interest to under-

developed countries.

Mr. COOMBS (Australia) said that considering the preamble

of paragraph 3, he doubted that sub-paragraph (e) was drafted

so as to make it a requirement; sub-paragraph (e)(i) should be

re-drafted: "(i) In the case of a duty already bound as a

result of negotiations under Article 17 in accordance with the

provisions of Article 13 paragraph 2(a)."

Mr. ROYER (France) said the Chilean proposal departed sub-

stantially from the procedure of Article 13 and it would be

difficult to reach agreement on its addition to the text,
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Mr. Coombs' proposal.

Mr. COOMBS (Australia) felt sub-paragraphs (i) a to (v)

inclusive might be re-drafted since the procedures of Article

13 were to be relied upon.

Mr. EVANS (United States) agreed. The text was a basis

for discussing the several points but after the substance had

been agreed upon, the drafting could be improved.

Mr. OLDINI (CHile) could not agree. If the amendment were

not accepted, Chile would reserve its position, but he asked

that the present text be maintained. In any event the sub-

paragraphs should be discussed individually.
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Mr. LIEU(China) pointed out that in Article 13 the reference

to compensation applied only to anti-forestalling measures.

Mr. WILCOX (United States) warmly supported the Australian

proposal.

Mr. ROYER (France) said that the original text did make clear

that only in exceptional cases would a bound tariff on which a preference

had been granted be increased.

Mr. GARCIA OLDINI (Chile) that the sane

treatment should not be applied to bound tariffs as to those which were

not bound that an implication to this effect was contained in the

Australian proposal.

Mr. EVANS (United States) said that if the Australian proposal

replaced the whole of paragraph (e) it would not apply to bound tariffs,

for they would be covered in Article 13.

Mr. ADARKAR (India) wondered if Article 13 (2) (a) could be

applied if bound rates were covered in that Article.

Mr. HAKIM (Lebanon) expressed the view that Article 13 (2) (a)

could not be used with respect to the increase of a bound duty because that

paragraph referred to "in the Sxk interest of its development".

Mr. EVANS (United States) agreed with the representative of

Lebanon that some cross reference to Article 13 would be needed,

It was agreed to postpone final consideration of the Australian

proposal until the following meeting.

Latin American Amendment to paragraph 3 (g)

MULLER iLLmILCHElE) felt that a time-limit was necessary

in connection with preferences granted for reconstruction.

Mr. ROYER (France) said that he could accept the amendment

if it applied both to reconstruction and development.

MO. CGOMBS (Australia) accepted the substance of the Chilean

amendment to the effect that the duration of a preferential agreement should
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be related to the need for it. Ten years was not an unreasonable length

of time for a preferential agreement for purposes of reconstruction, but

the renewal of that agreement should be subject to the approval of the

Organization.

Mr. PHILIP (France) preferred the original wording of paragraph (g).

Mr. HOOMES (United Kingdom) agreed that ten years was a reasonable

period of time for a preferential agreement for the purposes of reconstruction,

provided that that agreement could be renewed with the approval of the

Organization. His delegation had submitted an amendment to paragraph (g)

which would make clear that with respect to the renewal of a preferential

agreement, the Organization might require negotiations under the terms of

Article 17.

Mr. GARCIA OLDINI (Chile) could not accept the implication that

ten years would be sufficient time ixÈO to achieve the economic develop-

ment of a country. To make for justice, new preferences should be given

the same treatment as existing preferences.

hLM HOIIES (United Kingdom) drew the Chilean representative's

attention to the fact that his country and others had contributed greatly

to the Charter by agreeing to the gradual elimination of existing preferences.

The representatives of France, Lebanon and India supported

paragraph (g) as it now read.

Or. IZMOA (hexico) proposed the following re-wording of

the paragraph:

"3 (g). The agreement contains provisions for its

termination accgrdinJ to its nature and within a

period necessary for its purpose but in any case not

more than ten years, subject to renewal for periods not

greater than five years each with the vaproa.l of the

Organization."

The first part of the proposal referred to whether the preferentiae agr e-

ment was for the purpose of economic development or reconstruction. The

second idea contained in the proposal referred to the lime-iimit which

would apply in connection with reconstruction.
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Mr. WILCOX (United States) suggested that the Mexican proposal should read

as follows:

".....according to its purposesand in a period necessary for

carrying out those purposes but in any case......."

Mr. COOMBS (Australia) suggested that the words "with the

approval of the Organization" should be after the word "renewal2.

The meeting accepted the Mexican proposal subject to drafting

changes.

Latin American amendment to paragraph 4 (a)

Mr. COOMBS (Australia) preferred the wording of the provise

in Article 13 ( ) (5) (b) of the Geneva text.

The meeting agreed that this question was a drafting

matter.

Latin American amendment to paragraph 4 (b)

Mr. EVANS (United States) said/his delegation had gone a long

way to meet the views of the Latin American representatives in this matter.

There would be cases where the only feasible solution would be the modification

of the preferential agreement.

Mr. HAKIM (Lebanon) felt that the last part of the Latin

American amendment needed clarification. Could the provisions of Chapter

VIII be applied in this connection or not?

Mr. GARCIA OLDINI (Chile) said that the intention of the

amendment was that fair compensation would be the general rule, but that

in rare cases the agreement would have to be modified.

MR.COOMBS(Australia) suggested the deletion of the word

"would" in the underlinedpassage.
Mr. EVANS (United States) did not object to the presumption

that compensation would be the appropriate solution but felt that the

Organisationdecision should be left to the Organization. He suggested

the substitution of "desirable" for "possible" in the underlined passage.

Mr. MULLER (Chile) expressed the view that if the modification

of a preferential agreement was given equal weight with the idea of
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compensation, preferences would cease to have any useful. effect.

Mr. COOMBS (Australia) suggested adding "or reasonable" after

"possible".

Mr. PHILLIP(France) suggested the phrase "just compensation

or failing this modify the agreement".
To meet the views of the Lebanon representative,
Mr. ROYER (France) suggested that a phrase be added to make

clear that the provisions of Chapter VIII should only apply a posteriori.

The meeting paragraph 4 (b) "_

c draftingS-1

Latin American Amendmept to Daragraph 5

Mr. GARCIA OLDINI (Chile) drew attention to the fact that the

inclusion of a reference to sub-paragraph (a) was a typographical error.

ri. EVANS (United States) asked if the proposal for a XDC
simple

OE majority vote was a Latin American or simnly a Chil.-, proposal?

Mr. PHILIP (France) opposed the proposal for a simple

majority vote.

C2r. MULLED while) said that the voting question was subject

to,the final terms of Article 15. Should permission to apply preferences

ted,very liited, the Latin American delegations would attempt tozk

munder the terns of paragraph 5, without a two-thirds majority

vote.

2r. HOUIES WUnited Kingdom) was notformityhat conormity

to the conditions set forth in paragraph 3 was necessary. Any acceptance

on his part of the first part of paragraph 5 would be subject to the

decisihn taken on t1e United Kingdom amendment to the first of the

automatic criteria,

ProDosal by the Uniteg States Deleeation concerning procedure

After an exwhange of viess the meeting agreed that the Executive

Secretary would prepare the documentation for the Heads of Delegations

which then would be discussOd by the Co-Crdinating Committte at its mee'-

ings at 9:00 A.M..and 2:30 P:M4 on Monday, March lst.
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even the reservations there referred to might not be able to be withdrawn

until Articles13 and 15 had been definitely decided.

Mr. WILCOX (United States) pointed out that if the Heads of

Delegations were to give their consent to the results of the work of the

Co-Ordinating Committee, they would have to know on what basis they were

doing it.

The meeting rose at 12:45 A.M.
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ARTICLE 13 AS REDRAFTED ON 27 FEBRUARY 1948(White Paper 5390)

Mr. FERRERO (Peru) and Mr. ADARKAR (India) commented on the foot-

note on page 3, and Mr. HOLMES (United Kingdom) mentioned the footnote on

page 5. The EXECUTIVE SECRETARY said the notes would not be part of the

text, but together with other relevant material, would be submitted to the

Working Party for their final drafting.

Article 13 was accepted.

ARTICLE 15 (White Papers 5215 and 5413)

Mr. WILCOX (United States) reviewed his proposal for an agreement

for settlement of outstanding issues relating to economic development,

presented to the Co-Ordinating Committee on Tuesday, 24 February: (1) the

Committee should accept the re-drafted Article 15, as worked out in

conference with the Committee and Delegations and subject to certain revisions

noted in square brackets. (2) the Committee should accept the substance of

Article 15 as presented; it was impossible for the United States to go

beyond the substance in the draft; (3) the Committee should choose one of

the three Alternatives regarding the Tariff Committee and the Economic

Development Committee; (4) it should accept the Sub-Committee's draft of

Article 75; and (5) the consequential amendments and reservations should be

withdrawn.

Mr. Wilcox stated he had consulted widely with other Delegations and

a formula had been worked out which would command the support of a large

majority. In so doing, he had surrendered the fundamental position that the

United States had maintained for months, and had gone as far as possible in

making the maximum concession, with the desire of reaching a middle ground.

However, the paper presented by Mr. Muller proposing amendments to

the new Article 15, represented the extreme position that the Delegation of

Chile had taken for the last several months; there seemed to be no desire to

achieve a compromise, and discussion of it would place the Conference back
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several weeks. The redrafted Article 15 represented the final position

of the United States in substance and Mr. Wilcox said he was not prepared

to discuss or consider in detail any of the amendments presented by Mr.

Muller.

Mr. MULLER (Chile) replied that the amendments were not proposed

by the Delegation of Chile, but by seventeen Latin American countries.

The redrafted Article 15 was more or less based on discussions in the

Working Party and the compromises were not reached by a cross-section of

the Conference, representing the majority. He could not accept the

ultimatim of Mr. Wilcox.

Mr. WILCOX (United States) said that if the Committee wanted to

reach a general compromise, there was no point in receding to the extreme

position taken weeks ago by one or two Delegations. If a general

compromise was not desired, the Committee should refer the matter to the

Heads of Delegations, where the opinion of the majority would be acceptable

to his Delegation.

Mr. HOLMES (United Kingdom) stated that the new Article 15

contained one feature unacceptable to his Delegation; paragraphs 3 and

4 (a) provided for the approval of the Organization for preferential

arrangements upon the fulfillment of certain stated conditions and

paragraph 5 required special prior approval of a two-thirds majority. The

question of the two-thirds majority was under consideration, but the

point was that the procedure under paragraph 5 was more difficult than

under paragraphs 3 and 4 (a) and the criteria of the latter) not alternative,

required that the territory of each party should be contiguous or of the

same economic region. That was in direct contrast to the Geney adraft which

made no condition regarding geographic location for preferential develop-

ment arrangements.

The United Kingdom did not believe there was special merit in

geographic proximity and the condition would make it impossible for the

United Kingdom to take advantage of the so-called automatic approval

under paragraphs 3 and 4 (a). The conditions of paragraph 5 could lead



-3-

to a waiver in favour of a particular member under Article 74, or to a

change in the text under Article 95.

The provision should be redrafted to include special traditional

ties of an economic character which were far more important and relevant

to the purposes of the Charter than contiguity.

Against the background of willingness to accept the obligations

of Articles 16 and 17 as well as the concessions granted at Geneva (GATT), it

might be politically impossible for his Government to accept an Article

which gave other countries preferential privileges it could not itself use.

While the United Kingdom could not restore or increase its preferential

system, countries having recourse to Article 15 were free from the obligat-

ions to negotiate for the elimination of new preferences; his Delegation

had submitted an amendment to counter-act that disparity. After the initial

period of ten years, and unless the Organization directed otherwise, such

preferences should be negotiable.

In view of the obligations the United Kingdom was expected to

take elsewhere in the Charter, Article 15 would be carefully examined by

his Government and if the particular inequity of potential application was

not corrected, the ability of his Government to make common cause with others

might well be jeopardized.

Mr. MULLER (Chile) said the amendments to Article 15 presented

through him by the Latin American countries were justified because the

United States had not consulted that group regarding the proposed draft. If

the objective of the Co-Ordinating Committee to bring together the divergent

points of view could not be realized, it would be necessary to refer the

question back to the normal Conference procedure.

Mr. WILCOX (United States) emphasized that the draft of

Article 15 was in no way a United States Draft. The United States position

on the subject was expressed at the beginning of the conferences there should

be no new preferences anywhere under any circumstance. The draft was an

indication of the extent to which the United States could go to meet the

views of others. He had not said that the Latin American countries were

consulted regarding Article 15, but they were on Article 13. However, members

of his Delegation had discussed the problems with many all during the
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Conference and they knew the majority view. The United States had capitulated

on many important points it had been defending for some months in an effort

to reach an agreement, but the amendments presented by Mr. Muller and the

statement by Mr. Holmes seemed to indicate that there was little disposition

to reach a general compromise.

Mr. PHILIP (France) said that Article 15 was far from the text the

United States wanted and only by constantly keeping the views of others before it

had she been able to reach the present compromise text. His delegation had

thought the Latin American group would make a similar effort and that their

amendments would be more of minor details, but it appeared that the basic

position had been maintained and further discussion would be neither useful nor

fruitful. Mr. Philip proposed that the Committee discuss the subject of the

Tariff and Economic Development Committees at this stage and allow the Latin

American group to reconsider their position.

Mr. FERRERO (Peru) thought it premature to say that discussion

would not be useful. The Committee had the obligation to have at least

one discussion to see whether the differences were in fact as great as

some believed.

As to the statement of Mr. Holmes, it should be remembered that

existing preferences were created freely with no limit of time and with

little consideration for the harmful effects they might have on other

countries. If Article 17 provided for their elimination, it also exacted

a price that the elimination should be mutually advantageous. Even

though the new preferences were not subject to Article 17, Article 15

provided for prior negotiation in paragraph 3 (e) and 4 (b) and (c)

implied most-favoured-nation treatment. Moreover, new preferences were

not to be established freely and without limitations, as old ones had

been, and they were limited in time.

The Conference had had to choose between three courses: (1)

to put an end to all existing preference, leaving to Article 16 the
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fixed time of termination; (2) to apply the same criteria to all

preferences, old and new; and (3) to establish new preferences-

the latter was the one chosen in creating Article 15. The Latin

American group had made many concessions and even now Article 15

limited freedom of action to such an extent it was difficult to

envision its applicability in many cases.

Mr. HAKIM (Lebanon) and Mr. ADARKAR (India) supported

the procedure proposed by Mr. Philip.

Mr. COOMBS (Australia) agreed there were fundamental

issues which required further study, and felt that further con-

sideration of Article 15 would not be useless. Whatever, the

outcome, both points of view would have been clearly expressed.

After such discussion, time should be given to both extremes to

consider their proposals in the light of the discussion.
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adamant stand at this point would be lametable. The result of the

examination of Article 15 and the amendments might fulfill the task

before the Committee.

The CHAIRMAN quoted from the Summary Record of the meeting held

on Tuesday, 24 February, indicating that Mr. Wilcox' attitude had not

changed. However, without having tried to effect reconciliation, it

would not be wise to say there was no meeting ground. Agreement had

been reached on Article 13 because it was found that the Latin American

difficulties were not so real as had been thought. Perhaps the same

thing would be found true with Article 15.

Mr. PHILIP (France) said he had not suggested not dealing with

Article 15: he had thought postponing discussion would havebeen results.

The CHAIRMAN stated that the Economic Development Committee question

had still to be considered by the Latin American group.

Mr. WILCOX (United States) said that in an effort to reach a:satis-

factory compromise agreement, the United States had submitted a draft,

which did not represent its interested or desires in any way. The draft

had been rejected and he had failed completely. If the arguments were

to be presented from the original basis, the United States would not

start its discussions from the extreme position of the compromise draft.

He would, therefore, withdraw the paper 5215 and present a paper which

actually represented the United States view.

Mr. FERRERA (Peru) replied that with all respect for Mr. Wilcox

and the reasons he set forth, he wondered actually whether he was correct.

Article 13 had been agreed upon despite difficulties, and the same could

apply to Article 15. The Latin American group was not consulted regarding

the draft of Article 15, and it was only natural that they should present

some amendments. The possibility of reaching agreement could not be

known without knowing which amendments were unacceptable and what the

differences were between the two points of view.
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Mr. MULLER(Chile) agreed with Mr. Ferrera and expressed surprise

that opportunity to explain the amendments might not be given and that

the proposals were considered radical. A great deal of the United States

draft had been accepted and more might be. Moreover, the position was not

so extreme as at the beginning of the Conference.

Mr. WILCOX (United States) reiterated that the draft was not a United

States paper but a sub-committee draft which indicated the concessions

the United States was prepared to make although it had previously said

it could not go so far. His delegation had consulted widely with the

Latin American countries and knew that the interests of many would not be

served and that they would be deeply offended if the United States went

beyond the draft.

Mr. MULLER (Chile) said he could not judge of the reaction if he

reported to the Latin American group that Article 15 could not be discussed

and that the text was the last word of one country. An ultimatim was cer-

tainly the worst way to deal with such a problem and would only make it

necessary to refer the whole matter again to the General Committee.

Mr. COOMES (Australia) supported Mr. Wunsz-King(China) in his

request for a brief recess" The basis of the discussion should be the re-

draft of Article 15. Should Mr. Wilcox feel it should be withdrawn, the

Australian delegation would be willing to submit it in its name.

Mr. WILCOX (United States) replied he would be glad to relinquish

all commitment to the paper.

The meeting rose at 5;35 p.m.
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Consideration of the Latin American Amemdients to the draft of Article 15

submitted on 24 Februyrv 1948.

endment nt to ParagpaDh 1

MrMULLERLLRI (Chile) said that the amendment was designeind to sure

that preferences would be granted to the countries which had the greatest

need of them.

VANSb(AIJ 'United States) pointed out that paragraph 1 was a

recommendation of principle whhle tne proposed amendment concerned the

consideration by the Organization of the justification of new preferential

agreements. In those circumstances, it might be preferable to return to

the lorking Party draft which read as follows: "Members recognize that
would

in special circumstances......reconstruction", though it/introduce an

undesirable differentiation between economic development and reconstruction.

MOM COCGBS (Australia) recalled that the Chilean representative

wished economic development to be included as one of the justifying

circumstances; that idea could be conveyed

oby inserting the words "including the need for economic development and

reconstruction" after "special circumstances".

Mr. FHILIP (?rance) said that the Austragian sug estion would

make the paunragraph understandable and geGe4 proposed the following

alternative form of words: "having particular regard to.........country".

Ir. MULLER (Chile) could accept either the Australian or French

proposN while 14. EVAiÎ (United States) was prepared to accept the former.

The meeting agreed that this was a question of drafting.

ragraph 2 to aragrth 2

After a short discussion in which several re presentatives

expressed the view that the amendment was unnecessary, Mr. MULLER (Chile)

withdrew it.
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Amendment to paragraph 3 (a)

Mr. ROYER (France) said that a definition of "economic

region had been put forward in the Working Party but that it had seemed

preferable to decide that question in connection with each specific case.
only

Mr. MULLER (Chile) said that/certain negative definitions had

been put forward and that therefore an explanatory note or a definition

was needed.

Mr. HOLMES (United Kingdom) pointed out that a criterion such

as that contained in paragraph 3 (a) would exclude from possible benefits

a combination like the British Commonwealth which did not form any economic

region but which, through its long development, had/close economic ties.

He suggested that to the provision that the countries belong to the came

economic or geographic region should be added "or to a group of territories

which have special traditional ties of an economic character".

Mr. COOMBS (Australia) said that the real point at issue was

whether the definition should be limiting or whether it should make possible

the approval, subject to the criteria, of countries not actually contiguous

or even close geographically. It would be difficult to define "economic

region" without leaving to the Organization some measure of discretion. An

agreement between two European countries might be less justifiable than one

between Australia and New Zealand. A note might be drafted to make clear

the elastic character of the phrase X and the necessity of discretion on the

part of the Organization.

MR. PHILIP (France) did not believe that an internationally

agreed definition of "economic region" could be found.

Mr. ROYER (France) pointed out that the idea could not be

infinitely flexible, as else where it was stated that countries of the same

economic region must become part of any preferential agreement. A middle-

of the road view was the only one which could be taken.

Mr. GARCIA OLDINI (Chile) felt that it would perhaps be

enough to say that the intention of the Working Party had been to have "economic

region" interpreted in the limited rather than in the wide sense. The meeting

agreed to postpone consideration of this point.
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Amendment to Paragraph 3 (b)

Mr. EVANS (United States) said that as the automatic criteria

placed little limit on the establishment of new preferences, his delegation

would have to abandon that approach if the words "xx necessary" were to

be changed.

Mr. MULLER (Chile) felt that the Organization should make its

decision on the basis of the rest of the paragraph without obliging countries

to prove that the agreement was necessary.

Mr. COOMBS (Australia) felt that it was not unreasonable to

include the word "necessary" as it applied to a particular type of protection
to

and not/the particular industry. The measure was generally prescribed by

the Charter and therefore the Member should be able to show that no other

protective measure or assistance from the Government would be sufficient.inctead

Mr.PHILIP (France) suggested the following redraft of the

paragraph:

"(b) Any preferential customs duty provided for in the agreement
is necessary in order to ensure a sound and adequate market

substantially
for a branch of industry or agriculture which is to be/developed

within the framework of a Member's general programme of economic
development or reconstruction/."

The meeting accented the French proposal.

After a short discussion the words "to be" were changed to

read "is being".
Mr. EVANS (United States) opposed the amendment to delete the

word "substantially" hecause the whole idea of the Article was that an

unusual release should be granted when by so doing something worth while

could be accomplished.

Mr. MULLER (Chile) said that the underdeveloped countries

objected to the word "substantial" because a decision on that point would

be/asubjective one.
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A discussion took place as to whether the word substantially"

applied both to developed" and "modernised".It was also wondered whether

the word had the same importance with respect to the French amendment. As the

French and English texts were not argument, it was agreed to consider them

again at the following meeting.

The meeting rose at 7:15 P.M.
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PROPOSALS REGARDING THE INTERIM TARIFF COMMITTEE ETC.

Mr. FERRERO (Peru) was prepared to support Alternative 2 with

certain modifications. In Article 17 (4) the words "two years" should

be substituted for "a reasonable period of time". Also in paragraph 5,

the reference to the Organization should be changed to a reference to

the Conference. The explanation for these changes is contained in the

paper circulated by the representative of Peru.

A consequential change to the above amendments would be to eliminate

the requirement of agreement to GATT.GATTwas only a

multilateral agreement which preceded the Organization and which

put the terms of Article 17 into practice. The rights of the GATT

contracting parties were respected in Article 17 and he suggested

no alterations in that respect. The authority concerning disputes

between any two contracting parties, however, should be the Conference

of ITO.
regarded

Mr. LEDDY (United States) regardedthe Peruvian proposal as a

fourth Alternative rather than as an amendment to the second Alternative.

Itwouldretainthepenalty clause in Article 17 andwould eliminate

any referencetotheTariffCommittee. Such a procedure would not

safeguard the interests of countries which had gone far to put the

provisions of Article 17 into effect, for the enforcement prodedure

set forth in that Article would be completely changed. It was impossible

to ensure the successful conclusion of negotiations and, therefore,

the enforcement procedure had to be effective.The Peruvian proposal

would put the penalty clause into the hands of countries, not contracting

parties to GATT, and with that idea he was unable to agree.
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one. The only new idea which was suggested was that the Conference

instead of the Tariff Committee should have the authority in connection

with GATT disputes.

Mr. LEDDY (United States) pointed out that the question at

issue was what group should have the power in connection with dis-

putes. The United States proposals had been designed to meet the

criticism that the power of the Tariff Committee could be abused.

Mr. FERRERO (Peru) reiterated that a non-ITO body should have

no power to take decisions concerning the Charter.

Mr. COOMBS (Australia) drew attention to the fact that the

final authority would rest with the Organization, either originally

as suggested by the representative of Peru or by appeal as proposed

by the representative of the United States. The meeting had to decide

whether the circumstances warranted the position held by the United

States delegation. Alternative 2 protected the position of the

contracting parties of GATT by placing the onus of proof on the

non-contracting countries. Alternative 3 achieved the same end

by requiring a two-thirds majority vote.

We examined that it was generally agreed thatthe Chartershould

He assumed that it wqs generally agreed that the contracting

parties of GATT could not be expected to continue unilateral concessions

indefinitely. The problem, therefore, was one of machinery

Mr. SAENZ (Mexico) said that his delegation also supported Alternative

2 with modifications. The problem for it was a political one, that is,

of stricking a balance between the importance of reducing trade barriers

and that of promoting production. The original Mexican proposal had

been the establishment of an economic development committee.
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To make clear that the concessions would only be Tariff concessions,

he proposed the insertion of the word "Tariff" in the third line of

Article 17 (4) of Alternative 2. He also suggested the substitution

of the words "the Schedules" for "Part I", in the same paragraph, and

the replacement of the proviso by that contained in the Mexican paper,

so that countries which had not been called upon to negotiate would be

permitted the advantages of the mfn clause in Article 16.

Although it could be taken for granted, he suggested the insertion

of the words "by a simple majority vote" after the word "Organization"

at the tope of page-2-of-document 5374. He suggested the addition

of a new sentence to the effect that a request for the extension of

mfn treatment during the transitional period between the decision by

GATT and the decision of the Organization would not be witheld.

of GATT
Article XXV (5)/of GATT and a record

of the GATT discussions now taking place/attached as annex/to the

Charter. It had to be remembered that the Charter was the basic

document concerning trade policy and that GATT occupied a subordinate

position. In paragraph 5(a) of Article XXV, he suggested the insertion

of the following words after "CONTRACTING PARTIES": "Upon complaint

and after investigation, and taking intoaccount the criteria contained

in paragraph (b)". He also suggested the insertion of the word "complaining"

before "contracting" in the next line of the same paragraph.

The attitude of the Mexican delegation to alternative 2 would also

be subject to the adoption of the present proposal for the composition

of the Executive Board. It would also be subject to the inclusion of a

statement to the effect that the decisions of the Executive Board would

be subject to appeal to the Conference.

Mr. COOMBS (Australia) agreed that the M.F.N. benefits of a Member

which had not been requested to negotiate with a view to becoming a

contracting party of GATT, should not be withdrawn. He also accepted
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the reference to a simple majority and to the fact that mfn benefits

should not be withdrawn in the transitional period before a decision by

the Organization. The proviso suggested by the Mexican representative

was unnecessarily detailed and to cover the points contained therein,

he proposed the deletion of the words "either has not been requested to
the proposed

become, or" in/Article 17 (4) and the insertion of a further proviso

to read as follows; "provided also that the Member has not been requested

to become a contracting party to the General Agreement".

Mr. Coombs said that he would not speak at this time on the

proposed amendments to GATT.



Mr. LEDDY (United States of America) said that he

accepted the three points made by the delegate of Mexico:

(i) that tariff concessions should not be withheld pending

a decision of the Organization (ii) that decisions of the

Organization should be by a majority vote and (iii) that

benefits should not be withheld from a country after the

period of two years if that country had not been called

upon to negotiate. He also accepted the proposition

that the same treatment should be accorded to all countries

no matter when they were called upon to negotiate.

Mr. ROYER (France) preferred Alternative 2 in the

United States draft together with the Mexican amendments

thereto, but doubted if a mention should be made of the

majority vote when no similar specific mention was made

elsewhere in the Charter. He also pointed out that the

provisions of the General Agreement covered only a case

where a country achieved successful negotiations with a

large majority of the contracting Parties but disputed with

one or a small number of contracting parties.

Mr. FERRERO (Peru) said that all the three points

mentioned by Mr. Coombs were covered by the proposal of

Peru.

Mr. LLERAS-RESTREPO (Colombia) said that the change in

the text would be undesirable if the Peruvian proposal were

not accepted. He could accept either the Geneva text or

Alternative 2 together with the amendments of Mexico and Peru.

But there was a distinct difference

in the position of a country if on the one hand it would

not lose benefits until a complaint was directed against

it and if on the other hand it could not get back benefits
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withheld from it except by itself compaining to the Organization.

Mr. FERRERO (Peru) said that the formsGeneva text

was equitable in that benefits remained in force until

a complaint was made against a country. The Mexican amend-

ments were already covered by Article 16 and by the Peruvian

amendment. He did not agree with Mr. Coombs that the

Contracting Parties needed any protection beyond that

given by the Organization.

Mr. SAENZ (Mexico) said that the changes proposed by

the Australian delegate would not fully meet his case.

Under paragraph 4 of Article 17 a country would continue

to receive benefits if it was not called upon to negotiate;

under Alternative 2 and the Mexican amendment the extension

of benefits after two years was not automatic.

Mr. LEDDY (United States of America) asked whether it

was wise to make a distinction between the two cases by

shifting the onus of proof and whether the Mexican amend-

ments light not have the effect of speeding ofthe nego-

tiations.

Mr. LLERAS-RESTREPO (Colombia) agreed that no distinc-

tion should be drawn because otherwise a country would be

more or less compelled to negotiate within two years. He

would be prepared to accept the amendment as redrafted by

the Australian delegate.

Mr. FERRERO (Peru) asked whether all the Contracting

Parties could withhold benefits if a country had a dispute

with one of the Members and also failed to become a Contracting

Party itself.

Mr. LEDDY (United States of America) pointed out

that if a country had benefits withheld from it it was free

to approach the Organization and complain. No benefit

should be withdrawn while the case was under consideration

by the Organization. Moreover, bilateral agreements were
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not forbidden by the Charter. There was no provision in

the text which allowed for the withholding of concessions

under such bilateral agreements but only of concessions
the Contracting Parties

made under the General Agreement. It was true that/Parties

might withhold benefits from a country with which they had

no dispute but this would seem to be a pointless proceeding.

The CHAIRMAN, summarizing the arguments, said that

there was substantial agreement on three points: (i) that

as long as a country had not been was not required to

negotiate it was entitled to benefits under the General

Agreement (ii) that any decision of the Organization must

be made by simple majority and (iii) that a country would

only loose benefits after two years if the Organization

after complaint ruled against such a country. The point

raised by the representatives of Colombia and Peru seemed

to be a matter of verbal difficulties.

On the suggestion of Mr. PHILIPS (France) the Committee

agreed to set up a small Working Party to prepare a draft

which took into account the four points mentioned by the

Chairman and to adjourn until five o'clock.

The meeting rose at 4:20 p.m.
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CONSIDERATION OF THE TEXT OF ARTICLE 15 (White Paper No. 5490)

Paragraph 1 approved.

Paragraph 2 approved.

Paragraph 3

On the proposal of Mr. COOMBS (Australia) it was agreed that

this paragraph should be amended to read:

"The Organization shall examine the proposal and, subject to

such conditions as it may impose, may by a two-thirds majority

of the Members present and voting grant an exception to the

provisions of Article 16 to permit the proposed arrangements to

be made."

The paragraph was approved.

Premble to Paragraph 4 approved

Sub-paragraph 4(a)

On the suggestion of Mr. HOLMES (United Kingdom) and

Mr. WILCOX (United States of America) it was agreed that this

Sub-paragraph should be amended to read:

"(a) The territories of the parties to the agreement

shall be contiguous one with another........"

This sub-paragraph was approved.

Sub-paragraph 4(b) was approved with the change of the phrase

preferential customs duty" to "tariff preference".

Sub-paragraphs 4(c), 4(d), 4(e) were approved.

Sub-paragraph 4(f) was approved with the insertion of the word

"and" after the word "Organization".

Paragraph 5

Mr.OLDINI (Chile) said that he had understood that it was

the Member country which determined the margin of preference,

with the Organization giving its approval as an exception to

Article 16. The present text laid down that the Organization

determined the margin of preference; this was a violation of a

country's unchallenged right.
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Mr. COOMBS (Australia) said he thought that the initiative

in this matter gould be with the countries concerned and that

the Organization would then consider the case in the light of

the submissions of those countries.

Mr. FERRERO (Peru) said that the previous text had not

given the Organization the right to fix the amount of the margin
of preference.

Mr. EVANS (United States of America) suggested that the

paragraph be amended to read as follows: "When the Organization,

upon the application of a Member, approves a margin of preference

in accordance with paragraph 6 as an exception to Article 16

in respect of the products covered by the proposed agreements

it may as a condition of its approving such a margin of preference

require a reduction in an unbound most-favoured-nation........"

This proposal was approved.

Sub-paragraph 6(a) approved.

Sub=paragraph 6(b)

Mr. HAKIM (Lebanon) said that the redraft of the sub-paragraph

which he had circulated contained two major changes. The clause

beginning, "through no fault......" had been omitted

because it was too vague. The last sentence had been altered

because in his opinion only the injured party could invoke

the provisions of Chapter VIII.

Mr. EVANS (United States of America), while accepting the

latter change, found the former/worth retention in some form

or other.

Mr. HOLMES (United Kingdom) round the two uses of the word

"agreement" in this sub-paragraph ambiguous.

Sub-paragraph 6(c) was approved
Sub-paragraph 6(d)

Several delegates thought that the knownofletmention sub-paragraph (a)
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was doubtful. Other delegates wished a mention to be made of

paragraph 5 inthe seventhline.Itwas agreed

that the symbol "(e)" should be inserted before the symbol

"and (f)" in line 8.

Interpretative Note to Sub-paragraph 4(a) approved.
Interpretative Note to Sub-paragraph 6(d) approved.

Consequential Amendment of Article 13
the institution of

Mr. OLDINI (Chile) thought that/preferential arrangements

might be seriously impaired were this amendment to be adopted.

Mr. EVANS (United States) disagreed.
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Internetative Note to Paragraph 4 (a)

This Note was approved without comment.

Interpretative Note to Paragraph 6 (d)

This Note was approved without comment.

Consequential Amendment to Article 13.

Mr. GARCIA OLDINI (Chile) wondered if it would not be appropriate

to include anInterpretative statemen t to the effect that there would be

a grave risk that attempts to establish preferences under the terns of

Article 13 might be continuously blocked. In reply to Mr. Evans (United

States), he said that he was not re-opening the issue but hoped that some

formula could be found which would take note of that possibility.

In reply to the representative of Peru,Mr. Evans pointed out

that Article 15 covered the case of preferences while Article 13 would

have to be applied in connection with an increase of a bound tariff,

regardless of the most-favoured-nation clause.

Mr. HEWITT (Australia) expressed the view that the only way in

which a Member could seek the unbinding of a bound tariff would be through

the provisions of Article 13.

On the suggestion of Mr. Evans (United States) it was agreed

that the Report of the Second Committee could contain a Note to the effect
might

that while it might be possible for a preferential agreement to be

blocked for non-economic reasons, the Committee considered that the terms

of Article 13 were sufficient to prevent that danger.

Mr. HOLMES (United Kingdom) pointed out that Article 15 could

not be considered adopted until the meeting had considered the redraft

of paragraph 6 (d).

Mr. MULLER (Chile) said that he would have to reserve his posi-

tion on the question of prior approval until he knew the attitude of his

Government.

Draft Report of the Co-ordinating Committee.
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Mr. LLERAS-RESTREPO (Colombia) withdrew from his statement

the criticism of paragraph 7 of the United States draft of Article 13,

but was unable to accept the suggestion that the reference to that

statement be deleted from the Report.

Mr. HOLMES (United Kingdom) asked to what extent he would be

commiting his Government by accepting the Report of the Committee.

A discussion ensued in which several representatives expressed

the view that the Members of the Committee were acting in a personal

capacity and that therefore their Governments would not be committed

in any way.

Mr. HOLMES (United Kingdom) reserved his position

on this question until later.

Mr. COOMBS (Australia) proposed the insertion of the words

"submits as a basis for a general" before the word "settlement"

and the deletion of the word "on the basis of" in the first para-

graph of the Report. In the forth paragraph, he proposed that the

second sentence shuuld read as follows: "If areement on this lines

is reached it...." In the final sentence of that paragraph, he pro-

posed that the word "included" be substituted for "accepted".

Mr. MULLER (Chile) proposed the substitution of the words "recom-

mends" for the words "should be accompanied by" in the second sentence

of the fourth paragraph.

The Report as amended by Mr. Coombs and Mr. Muller was adopted by

the Committee,subjecttoUnited
Mr. MULLER (Chile) raised the question of a Chilean amendment to

Article 21. On the suggestion of Mr. Wilcox, it was agreed that the

amendment should be introduced in the Third Committee with the

understanding that it would be generally accepted.
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Article 15 (6) (d)
Mr. ROYER (France) drew attention to certain changes which

had been made in this paragraph and in the Interpretative Note to it.

Paragraph 6 (d) as amended was approved by the Committee.

Mr. EVANS (United States) proposed the insertion of the

words "between Members" after the word "agreement" in the preamble to

paragraph 4, to make clear what was already stated somewhat ambiguously

in the paragraph.

Mr. FERRERO (Peru) raised the question of an agreement between

a Member and a non-Member.

After a short discussion in which it was pointed out that it

would be very difficult from a practicable point of view to permit

a preferential agreement with a non-Member under the terms of the automatic

criteria, the Committee agreed that the matter should be given further

study by the Interim Committee or by some other appropriate group.

Article 15 as amended was adopted, by the Connittee.

Draft Report of the Co-Ordinating Committee.

Mr. HOLMES (United Kingdom) suggested that the third

paragraph should read as follows:

"Attached drafts relating to Article 13, Article 15 and

amendments concerning the tariff Committee and the proposed

Economic Development Committee represent the result of the

Committee's consideration of these matters."

He also proposed that the word "suggests" should be substituted for

"recommends" in the following paragraph:

After a short discussion, Mr. HOLMES agreed to withdraw

his -second suggestion so that at least one recommendation would be made

to the heads of Delegations.

The meeting rose at 9:25 P.M.
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ARTICLE 17. (Redraft suggested by Messrs. Coombs, Leddy and Saenz)

Mr. FERRERO (Peru) read the text of a new draft of certain

parts of Article 17 which he had prepared.

Mr. LEDDY (United States of America) said in answer to this that

the point was that only the complaining number could withhold concessions.
contracting

If a country agreed with only one contracting party, a bilateral arrange-

ment would be the solution.

Mr. BURGESS (United Kingdom) asked whether a men from whom

benefits were taken should not, in addition to complaining to the Organi-

zation,also show that it had tried to become a party to the General Agree-

ment.

Mr. LEDDY (United States of America) said that this was already

implicit in the draft.

Mr. COOMBS (Australia) proposed to add after the word "Organization"

in fifth line of paragraph 4 (b) the words "in terns of paragraph 4 (a)".

Mr. SAENZ (Mexico) stated that paragraph 4 (a) referred (1) to the

case of a Member who had not been requested to negotiate/ (2) to the ex-

tension of MFN after decision by the Organization. The text would be in-

complete if only one of these was referred to in paragraph 4 (b).

Mr. KLERAS RESTREPO (Colombia) thought that the whole mechanism was

illogical and inconsistent. The old draft of Article 17 had on the other

hand laid down definite commitments; a country could refuse to negotiate

on certain products and the Organization could base maximum its judge-

ment as to whether the country had fulfilled its obligation by studying

the concessions offered on other products.

Mr. FERRERO (Peru) also found the provisions of paragraph 4 (a) obscure.

He suggested that the words "without reaching agreement" should be inserted
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Mr. BURGESS (United Kingdom) thought that the word "Tariff" in line 8

of paragraph 4 (a) could be leading and should be deleted.

This was agreed.

Mr. SAENZ (Mexico) wished it to be put on record, however, that no

other type of MFN benefit would be withheld.

Paragraph 4 (b) was approved.

Paragraph 4 (c).

Mr. COOMBS (Australia) in answer to a question of Mr. FERRERO (Peru)

said that the word Organization in the fifth line would refer to the Conference

unless the Conference were to delegate this particular function to the Executive

Board, in which case, a country would, of course, have the right of appeal

fromto the Conference from the Executive Board's decision.

Paragraph 4 (c) was approved.

Mr. WILCOX (United States) suggested that the report contained also

a mention of the consequential changes in Article 70, of the deletion of

Article 81, of the changes in paragraph 5 of Article XXV of the General

Agreement and a short explanation of all these various alterations.

Mr. SAENZ (Mexico) suggested that the report also state that there

was no intention to prejudice the formation of a Tariff Committee and an

Economic Development Committee in the future.

These proposals were approved.

It was agreed on the proposal of Mr. Burgess (United Kingdom) that

the new provisions of Article XXV, paragraph 5, of the General Agreement

should only come into force when the Charter itself come into force.



REDRAFTOF ARTICLE 15

Paragraph 6 (b)

Mr. ROYER (France) stated that this paragraph had been revised on

the basis of the text submitted by Mr. Hakim (Lebanon). The paragraph

as quoted by Mr. Royer was approved.


