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THE CHAIRMAN: I think the programme in the Journal shows subsidies,

State trading, quota preferences,quantitative restrictions and exchan

control in that order. I have been asked, however, whether it would

possible for us to take quantitative restrictions and exchange control

first. Would there be any objection from delegations to taking that

order? I think the delegate for Chile, Mr Hawkins andMr Shackle are

still engaged, but will be here in a few minutes. In view of their

absence, I think perhaps it might be as well for us to deal with

Article 21 first before 19, since I think we are in that way less like

to deal with matters upon which they may wish to touch. I suggestthe

we proceed as we did yesterday and take theArticles firsat and the

report thereon afterwards. Article 20 as submitted by the Drafting

Committee is set out on page 29 of the document which you have in

front of you, T/19. Is it the wish of the delegates thatwe readthe

Articles individually, or would they be satisfied to take them as

read?

MrWELANDER (Norway): Mr Chaiman, I think we should take themas road;

that would save time, I think.

VeryTHE C.HWI.IlkIsthemt gnrally ceptab.l~lee we ie ae h

aragraph by paragraph.
(The Chairman then called fph:or comment on Article 20, paragra

1e2iee being3(ca), n(,,c,) (), .). benr, nootM
these parag.raphs were taken as agreed)

THE CHCaL Ph 4?

Mr HAWKmS(gSA:mal ghCirman,geI have a sl stion of a drafting

charagctder fth rearefgrao this PefirstLraph. Thctwo lines now4

read: "In giving effect to the restrictions imposed under this

Article, a Member may select imports for restriction", .and so forth

It seems to me that the intended meaning would be cleareer if that w

"to read: g -a Membnegur may igstiish between prodgroucts on the unds

f.eantility in asuch a w.py a toen rmote"laeds on. Thee way tho

sjva lnwasguageve-adoes nveinuot giiention of the purpose

of the selection or even as to thre chacter of it It may eenven m

selecting on the ground of source. I think the smallgchane I

suggest does not alter the intended meaning
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THE CHAIRMAN: Would you give us the words again slowly so that we can write

them down? This would involve deleting the words "select imports for

restriction."

Mr HAWKINS (USA): Yes.

THE CHAIRMAN: Replacing them by?

MR HAWKINS. (USA): "distinguish between products on the ground of essentiality."

THE CHAIRMAN:Would anybody like to comment on the suggested alteration?

MRVIDELA (Chile): I would prefer to leave the words as they are, Mr Chairman.

MR TUNG (China): I support that.

THE CHAIRMAN: You wish to retain the words "select imports for restriction"?

MR VIDELA (Chile): Yes.

MR TUNG ( China): I support the suggestion of the Chilean delegate.

THE CHAIRMAN: I wonder whether it might meet the United States' point,

without involving an alteration to those words, if we merely inserted,

"on the ground of essentiality."

MR HAWKINGS (USA): Yes, I think so.

THE CHAIRMAN: Would that be acceptable to the delegates for Chile and for

China, if we left "select imports for restrictions" in?

MRVIDELA ( Chile): I think we are limiting the freedom of a country to

select imports for restriction, and I would therefore prefer to leave the

words without any limitation.

THE CHAIRMAN: Would any other member of the Committee wish to put forward views

on this question? Can we take it we have two alternatives before us:

one to leave the words as they are and the other to insert after the word

"restriction," the words "on the ground of essentiality"? Can we take it

that is the suggested amendment of the United States, and we understand

that the delegates of Chile and of China would oppose the inclusion of

those words. May I have the views of other delegates, please?

MR MELANDER (Norway): Mr Chairnan, I think the suggested amendment is an

improvement. I think that it draws attention to the point that one

should not apply import restrictions on this ground unless there is a

reason for it, namely, that one shall have the opportunity to select goods

which are of essential use to the country concerned; so that, as I say, I

think the amendment is an improvement to the text. I would therefore
3.
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approve it and support it.

MR KUNOSI (Czechoslovakia): Mr Chairman, I support the amendment as proposed

by the United States delegation.

MR LECUYER (France) (Interpretation): France equally supports the amendment.
MRTUNG (China): I wish to inquire, if you insert that phrase "onthe ground

of essentiality, " who is going, to decide whether it is essential or not?

THE CHAIRMAN: I think it is clear from the text that the decision would bemade

by the Government of the country concerned, that is to say, the country

which was applyingthese restrictions would have a clear right to decide

by its own standards. what was essential.

MR TUNG (China): I would accept your intrepretation if it is clearly under-

stood in that way, and I wish to have that put on record.

MRVIDELA (Chile): Mr Chairman, I wouldagree to leave it like this, and

I will accept the amendmet proposed by the American delegate

THE CHAIRMAN: Thank you. Is thereany other comment? I take it it is

generally agreed that we accept the United States amendment of the addition

of the words "no the ground of essentiality"? That will be on the under-

standing that the record makes it clear that it was agreed that the judgment

as to what constituted "essentiality" in relation to this paragraph would

be a matter for the Government of the country concerned to decide. Is there

any further comment on paragrpah 4? I take it paragraph 4 is agreed? (Agreed).

Parargaph 5. Anycomments? Thereis a note at the end of this Article, on

the following page, which explains the reason why the words in square

brackets in the third last line of this paragraph have been left in square

brackets. The note reads: "The words in square brackets in paragraph 5 are

intended to cover theEconomic and Social Council of theUnited Nations as

well as the intergovernmental specialized agencies. " I suggest that we

might delete the square brackets and leave the note with an asterisk,

indicating that Note No.1 refers to this pararaph, or to this particular

phrase. Any comment on paragraph 5? I take it paragraph 5 is agreed? (Agreed).

That is togetehr with the note (Agreed). Paragraph 6: There is a note
4.
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referring to the words in square brackets here, indicating that these

words should be retained only if the matter is not adequately covered in

the Articles dealing with State Trading organizations. I suggest, in

this case, we might leave the words in square brackets, so thatthe

Drafting Committee, when it comes to look at the whole document, can

decide whether they are necessay. Any comment on paragraph 6? I take

it that paragraph 6 is agreed? (Agreed).

Parargraph 7: any comment? I take it paragraph 7 is agreed? (Agreed).
Article 21, paragraph 1. Any comment? May I take it that paragraph

1 is agreed?

MRTUNG (China): Mr Chairman, are we through with Article 20?

THE CHAIRMAN: Unless you wish to raise something.

MR TUNG (China): I just want to say that the Chinese delegation have proposed

a suggested amendment to Article 20, which was circulated as Document W/29,

and I just want to state our position. Wewant to reserve the right to

bring up this amendment again either in the Drafting Committee in New York

or at the next session of the Properatory Committee.

THE CHAIRMAN: Yes. I should explain that the Sub-Committee did give con-

sideration to the amendmentsproposed by the Chinese deligate, and certain

of those amendments, the Sub-Committee felt, were covered in one way or

another in these Articles, and the remaining one to which the Chinese

delegate referred was listed for consideration at the last meeting of

the Sub-Committee. But it was unfortunately not possible for the Chinese

delegate to be present at that discussion, and so it was decided that

the only thing to do was to leave the matterover, recognizing the right

of the Chinese delegate to raise the matter further if he wished.

MR TUNG (China): I want to make it clear that the decision come to at the

last meeting of the Sub-Committee which I attended was different from this

Article 20. I did explain to the Sub-Committee that we wanted to reserve

our position to bring up the issue later. I wish it put on record that

that includes also amendments to Article 21 and also our additional

Article proposed in regard to restrictions to facilitate industrial

development.
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THE CHAIRMAN: The view of the Chinese delegation is referred to in the

report on page 15. That will ensure that there is a record of the views

stated and will clearly protect the right ofthe Chinese delegate to have

this considered further. A suggestion has just beenmade to me which I

think would be of assistance in this matter: that is, that before passing to

Article 21, if we dealt with the report on Article 20, this would enable

any matters not adequately covered in the Article itself, but which may

have been dealt with in thereport , to be covered. The report on Article 20

begins on page 7 of this document. I suggest we might take that now.

MRTUNG (China): Which part is it, Mr Chairman?

THE CHAIRMAN: The paragraph that sets out the Chinese point?

MRTUNG (China): Yes.

THE CHIRMAN: It is the last paragraph of this Section of the Report,page 15.

MR TUNG (China): "The use of quantitative restrictions as a means for

creating favourable conditions for theindustrial development of an

economically undeveloped country." Is that what you mean?

THE CHAIRMAN: Paragraph 22 is the paragraph I am on.

MRTUNG (China): Yes. "It was generally agreed that these proposale to some

extent had been met in this Chapter and in the Chapter on Industrial

Development."

6fols.



As I understand, the findings of the Joint Body on the draft Charter do not

preclude any proposals we may make here.For instance, if my proposalfor a new

paragraph in this Article could be adopted by this Committee, that would not

conflict with the resolutions on the draft Charter of the Joint Body?

THE CHAIRMAN: You would wish to add to this that your delegation wishes to reserve

its position on this question?

MR TUNG (China) . Yes, we want to bring that up later.

THE CHAIRMAN : Would the Secretariat seethat that is made quite clear in the report -

that the Chinese delegation have made a reservation in respect of an additional

paragraph to the Article? Could we new turn to Article 20?

Article 20. Paragraph 1. (Page 7.) Is there any comment on this paragraph?

(Agreed.)

Paragraph 2. Are there any comments ? (Agreed.)

Paragraph 3. Are there any comments ? (Agreed.)

Paragraph 4. Are there any comments ? (Agreed.)
Paragraph 5. Are there any comments ? (Agreed.)

Paragraph 6. Are there any comments? (Agreed.)

Paragraph 7. Are there any comments? (Agreed.)

Paragraph 8. Are there any comments? (Agreed.)

Paragraph 9. Are there any comments? (Agreed.)

Paragraph10. Are there any Comments? (Agreed.)

Paragraph 11.Are there anycomments? (Agreed.)

Paragraph 12. Are there any comments?

THE RAPPORTEUR: In paragraph 12 I think it would probably be desirable to insert

in the third line, after the word "restriction" the words "on the grounds of

essentiality", so as to conform with the change that we agreed to in paragraph 4

of the text.

THECHAIRMAN:Is that agreed?

MR HELMORE(U.K):could I make an alternative suggestion which would help the

Chinese delegation by making clear in this report - if there is no difficulty in

doing so - the interpretation which we agreed in respect of this Article? I

would suggest, instead of the Rapporteur's suggestion, that we might add, at the

end of the paragraph, words like this, "in accordance with its own judgment as to

the essentiality of the products concerned". That would come immediately after the

word"policies" at the end of the paragraph. That, I think, is precisely the

point that the Chinese delegation wanted to make clear.
7



MR TUNG (China): That is agreed.
THECHAIRMAN : Is that all right,Mr Rapporteur?

THE RAPPORTEUR : Yes.

THECHAIRMAN: Then is that agreed?

lwxV w(0hlenee: t Wul like odra attMrtionMrhro ta deat made by IL

eWingsofimmeittemmeeommf eee6? thc mmntece f Cori!.it ad II I

wahenh ve fgerrin_ to pths woulnewheneho ad that "a couwoulntry xd easo b1

e ee tqoestie toaanesvaeveorictions as ae proetcetivomcsure under this procedure".

ikonat kiMsfintMer;et o have tahoptooin nooMrf > Wcox on record. I was onct

present at thmee entig but I found that declaration when readgin the report of the

mtieget isni alson o page 12. I wodull ikeaols btexplainwhy I wanted to kpee eth

rdicga, itwes in the drmpt: mip asgb eauseIgheik it is very imp[Ltant to ,giev

freedom to the country concerned.

HT CHAIRMAN: I thEink that is aequdtelybroughta uot, is it not, both in theamendm etn

to phrasArticleaed inn hteinc lusinoofth ep arhes whichM rHemolre hass uggesetd:

i"n accoradnecw ith itso wn jugmdent as to the essetniality of teh product ,con-

ecnred." Thewo rd "wen" tehre is, of course, referring to the government of the

country applying the restrictions.

RlVIDELArCh le): Theesame wordingwillherepeated be here, thenc

THE CHAIRMAN:It is slightly different. It is not positively stated in the Article

that the judgment on this matter would lie with the government concerned, although

itisclearthat that it is the intention. Mr Helmorehas suggested that we make that

doubly clear by adding, in appropriatein the section of the report, a specific

reference to the fact thatthejudgment inmatterthis should be the judgementof

the government concerned. Would thatbe agrecable?

MR VIDELA (Chile); Yes.

THECHAIRMAN:I takeit, then, that this paragraph 12,as amended, will read:

"It was generally agreed that a Member miposing restrictions on balance of payments

grounds should be permitted to select imports for restriction in such . way as to

promote its domestic employment, reconstruction, development or social policies

in accoadmnce with its own judgment as to the essentiality of the products

concerned Is that agreed? (Agreed.)

Paragraph13. Are thereany comments?( Agreed .)

.~~~~~



E/PC/T/C.II/PV/13Paragraph 14. I takeitparagraph14isagreed.Paragraph 15.paragraph 15agreed
Paragraph 16.

MR.. TUNG (China): Mr. Chairman, I do not quite understand the last

part of the firstsentence in Paragraph 16 - "anticipates that

its accruing international monotarye resources will be inadequate

to finance the needed imports of capital goods unless it imposes
regulations in respect of certain classes of consumer goods."

Does it imply that a Member is going to enjoy the rights under

Article 20 if it imposes regulations on consumer goods, or iss

it teo otherway??

THCHAIRMANF: Thatis a quotation frm t the message received from

the Joint Committee. I undersabnd that that hasbDeen amended

and the text that is included in the draft you have in front of

you is incorrect. It should read"that in Article 20 provision

should be made to covertMhe poiwtion of a M emberwrho, as a

result of its plans for industrial development or reconstruction,

anticipates that its accruing international monetary resources

iill be inadequate to finance th neededd import ofgoocds, e.g.

cpietal goods, for hei carrying out of such plans unless it

imposesre.ulagtions restricting the imports of certain classes

of goods, e.g., consumer goods." The main difference is that

in the revieds version the refrence to capital goods and

consumer goodais given only for the purposes of illustration.

MR. TUN .(hi na): But underw'hat conditions does a Member get

the benefit of the provision under Article 20?

THE CHAIRMN.: The latter part of this paag raph explains hwv the

Sub-Committeoceonsidered that tec request of the Joint Committee

on IndustrialDeevelopment had beon met. It states under Para..

2(a) of this Article thatap country could apcly quantitative

import restrictions o manticipate tec mmiinent threat of a

serious decline in its monetary reserves. oMeoverr, it is

9
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there suggested that in interpreting this principle due regard
should be had to any commitments or other circumstancewhich
may be affecting a country's need for reserves. It follows

that a country which was threatened with a serious decline

in its reserves ,and which had heavy enternal payments to meet

in the rear; future could protect its external position by

import restrictions.

MR.. TUNG (China):. But must that Member country impose regulations

on consumer goods before it can enjoy the privilege?

THE CHAIRMAN: It gives them aright to impose restrictions, for

example, on consumer goods, in order to free their foreign

exchange resources for the purchase of other goods which they

consider more important, for example, capital goods.
unless

MR . TUING (China) : But it seems to me/ as a Member imposes

restrictions on consumer. goods it cannot enjoy the privilege

which will be given under Article 20. Is that clear?

THE CHAIRMAN: I am afraid I am not understanding.

MR. TUNG: (China): If a membebr country does not impose any

regulation or consumer goods, that means it is not to be

assisted under any provision of Article 20? I do not know

whether my question is clear?

THE CHAIRMAN: It is not

MR. TUNG (China): In Article 20 provision is made to cover the

position of a Member. That means, to give it certain freedom

or privilege as a result of its plans for industrial development

if its monetary reserves are going to be inadequate, and so on,

but not unless it imposes regulation of consumer goods . So

if it does not make any restriction on consumer goods that

shows its monetary reserve is adequate and then it will not

enjoy the privileges under Article 20?

THE CHAIRMAN: This merely suggests they should be given the right

to impose restrictions if they feel it necessary to do so.

10.
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They do not have to put them on any particular class of goods;

they can choose the classes of goods on which theywant to put

the restrictions, quite freely, in accordance with their

development or reconstruction policies. Is that clear?

MR. TUNG (China): Yes, but I do not quite understand about the

word "unlesss". It seems to be a Kind of requirement or

condition.

THE CHAIRMAN :which is the word you do not understand?

MR. TUNG (China): "unless it imposes regulations".
THE CHAIRMAN : That merely means that if it did not impose any

import restrictions it would not have sufficient foreign

exchange resources to buy both its capital goods and consumers

goods whiich its nationals would want to buy abroad.

MR. TUNG (China): Well, we may have enough resources or me may

not, but that has no connection with the imposition of

regulations on consumers goods. They may not impose any

regulation on consumers goods, but their monetary reserve may
in

still be/adequate.

THE CHAIRMAN : The purpose here is to deal with a country which

has not got sufficient international resources because it is

following a policy of development or reconstruction internally,
The request is, that we should give to these countries the

right to impose restrictions on imports so that their development
or reconstruction policy would not be prevented by the waste

of their international resources on goods which they did not

think sufficiently important.

MR. TUNG (China): I quite understand the purpose, but the language

is not clear to me, because "unless" would mako it seem that

it is something required of a Member country.

THE CHAIRMAN: It is quiteclear, i think, that it is not intended

that a country should be granted freedom to restrict its

imports of any classes of good if it has sufficient foreign

11.
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resourcee to pay for all of then. If it has sufficient external

resources to pay for all goods that it might wish to import,

then it is clear that this would not permit it to impose

restrictions . Is that the point?

Any other comment on Paragraph 16? I take it Paragraph 16

is agreed.

Paragraph 17? Paragraph 17 agreed. Paragraph 18?

MR. HELMORE (UK): Mr. Chairman, is the quotation here accurato?

Should it not be "A member may select imports for restriction
on grounds of essentiality in such a way"?

THE CHAIRMAN: To bring this quotation into line with the change

made in the draft Article 20 it is neccssary to insert in the

quotation after the word " restriction" - "on grounds of

essentiality ".

Paragraph 18 agreed.

Paragraph 19? Any comment? I take it as agreed.

Paragraph 20. Any comment? I take it as agreed.

Paragraph 21? Paragraph 21 agreed.

Paragraph 22? Paragraph 22 agreed.

I take it that the Report covering this Article is adopted,
subject to the request of the Chinese Delegation that his

reservation on the draft amendment submitted by his Delegation

is made clear.

Shall we take Article 21 new, dealing first with the test?

It is page 35 of the Document T/19. Paragraph 1. Any comment?

Paragraph 1 is agreed.

12.
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Paragraph 2 ? Any further. comment on paragraph 2? I take it para-

graph 2 is agreed. Paragraph 3?

Mr JOHNSEN (New Zealand): Mr Chairman, there is a small point I am wishing

to make in connection with paragraph 2 (e) I would sugggestthat we

add at the end of that paragraph the words: "subject to importation
being made within the prescribed period to which the quota relates".

It would be very difficult to administer any system of quantitative

regulation unless you could have some limitation over the time within

which imports could be made.
Mr MORTON (Australia): Australia will support that suggestion.
Mr HELMORE (UK): Mr Chairman, we are in agreement with the idea underlying

the New Zealand proposal. It does, however, occur to us, hearing this

for the first time and not having had very long to think about it, that

there might conceivably be - though I cannot think how - a quota of

this sort laid down which was without period; that is to say, a

country might say: We are prepared to license a thousand items, and

we will spli t there up, five hundred to this country, two hundred and

fifty to that and two hundred and fifty to that. When that thousand

has come in, we will think about it again;and a definite period might

not be laid down. So that if New Zealand would agree to their amend-

ment reading "subject to importation 'being made within any prescribed
period to which the quota may relate", that point would be covered.

Mr JOHNSEN (New Zealand): I would agree with that, Mr Chairman.

THE CHAIRMAN: Is there any comment on this suggestedaddition? We take

it then that the suggested amendment which would add to paragraph 2

(e) the words "subject to importation being made withinany iln anybeescribed
peried to which the quota may relate" is accepted,

Mr, KUNOSI (Czechoslovakia): Mr Chairman, I want to raise a question in

connection with this Article. The case of Czechoslovakia has been Put

forward-repeatedly concerning the fact that a very great part of

Czechoslovak foreign trade is with couniriei with inconvertible
currencies, and we do not know whether those countries will be Members

of the International Monetary Fund. That is the first point.
Secondly, their monetary position is such that, even if we can assume
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that the International Monetary Fund will do something for them to

help their monetary situation, even then we are afraid thatwhen we

have to export to These countries we shall be faced with the problem

that we cannot get payment in anyOtherway than by beying from

them, I do not know if this, case is covered in thisArticle or

whether we should put forward some amendment.

THECHAIRMAN: The Subcommittee didconsider the points put forward by

the Czechoslovakian delegation and dealtwith them In Article 22,

I would suggest that we leave the point until then, when the Czecho-

slovakian delegate can decide whether his points are adequately met.

Mr. KUNOSI (Czechoslovakia): Thank you.

THECHAIRMAN:I take it that, with the amendment put forward by the New

Zealand and United kingdom delegates, Article 2 is adopted.

(Paragraphs 2, 4 and 5 were put to themeeting by the
Chairman and adopted. )

could we now turn to the report on this Article 21, on page 16 of the

document T/19, Is there any comment onparagraph 1 of this report,

I take it paragraph 1 is agreed. Nowparagraph 2. Therewill be

some addition toparagraph 2 (e) here to make it conform to the

amendment to the Article itself. I presume that precisely the same

words could be employed here. Is that .agreed.? Paragraph 2, as

amended,is agreed to. Paragraph 3? Paragraph 3 isagree to,

Shall we take Article 22, page 38 in the document, This is the

Articie which deals with the problem referred to by the delegate for

Czechoslovakia, As this is fairly complex, I suggest we tiake iIt sub-

paragra ph by sub-paragraph.

(Draft Article 22 was put to the Committee sub-paragraph by
sub-paragraph and adopted.)

14.
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In relation to the point raised by the delegation Czechoslevakia, it

is not entirely clear at a glance the precise implications of Draft

Article 22 in regard to the problem of non-convertible currencies, but I

think the explanation is embodied in more readily understandable terms

in the report itself, so that, before we finally leave article 22, could

we turn to the report and look that ever, and if the delegate of Czecho-

slovakia, and other delegates for that matter, is satisfied, we will take

Article 22 as agreed. If not, we will come back to it. Is paragraph1

agreed? (Agreed). I think that we might ask the Rapporteur to read this

Section dealing with non-convertible currencies as it is a matter of

considerable complexity and importance.

THE RAPPORTEUR : "2. A more difficult problem arises in the treatment of in-

convertible currencies" (reading from page 18 of DocumentE/PC/T/19 down to

the words) "this prior approval would be obligatery" (on page 22).

THE CHAIRMAN: Are there any comments on that section?

MRKUNOSI (Czechoslovakia): .I am sorry to say that I think we will have to

think it over and study it. closely .For the time being I will not raise

any objection, but I feel, in reading it again, that we will have to think

again on this.

MR HlLMORE (U.K.): I have one drafting amendment, which I suggest with some

hesitation, in this very carefully considered report. It is in paragraph 3

on page 19. Perhaps before I give the amendment I could explain the effect

of it. This paragraph is a theorctical and "by way of example" exposition

of the problem. I believe it would be better not to convey any implication

here that we are talking about any particular members of the Organisation.

We have not got on to that point yet; we are simply talking about the

problem which confrents a country; so all I want to do in the second line

is to read "Country A." and in the third lin' to read "Country B".

THE CHAIRMAN: Is that agreeable? (Agreed.) Is there any other comment on

this section of the report? I take it, then that this part of the report,

down to paragraph 8, is agreed. (Agreed.)

Paragraph 9. There scems-to be some verbal correction required
there. There should be a letter "s "on "Provision". Are there any comments

on this paragraph? (Agreed) 15



Paragraph 10. Is that agreed? (Agreed.)

May we look now at Draft Article 23, on page 40 of the document ? Is there

any comment on paragraph 1? (Agreed.)

Paragraph 2. Any comments? (Agreed.)

Paragraph 3. Certain words arc placed in square brackets here to indicate, that

in relation to them reference should be made to paragraphs 2 and 3 of the report

covering this Article. Is there anything else on this paragraph? (Agreed.)

Paragraph 4. Is that agreed? (Agreed.)

Paragraph 5. Is that agreed? (Agreed.)

Paragraph 6. Is that agreed? (Agreed.)
Could we now take the report on Article 23, which commences on page 23 of the

document? Paragraph 1 Are there any comments? (Agreed.)

I understand the Rapportcur has a suggestion for a new paragraph following

paragraph 1.

THE RAPPORTEUR: I must confess that I failed to follow the instructions in drafting

this report and left out a paragraph. There is no explanation of the second para-

graph of the Article. I would suggest, therefore, adding the following paragraph

as a new No.2, the old No.2 to become No.3, and so on. It reads:-

"It was agreed that Members should undertake not to seek by exchange
action to frustrate the purposes of this Charter, nor to seek by trade
action to frustrate the purposes of the Articles of Agreement of the
International Monetary Fund."

THE CHAIRMAN : Is it agreed that the paragraph as read by the Rapporteur should be

included after paragraph 1 to cover the second paragraph of the Article? (Agreed.)

We turn now to the new paragraph 3. Is. there any comment? (Agreed.)

Now we have the new paragraph 4.

THE RAPPORTEUR: On paragraph 4, on reconsideration of the draft I felt it was not

entirely clear on one point, and I would like to suggest adding a sentence at the

end of the paragraph, to read as follows: -

"Pending this further examination, the Draft Article 23 in the Appendix
to this Report has been expressed in a way which implies that Members of the
Organisation would, in general, be expected to be Members of the Fund, but
that means could be provided for non-members of the Fund to join the
Organisation."

THECHAIRMAN: Is it agreed that we add that sentence to paragraph 4?(Agreed.)

Now we have the new paragraph 5. Is that agreed? (Agreed.)

Any comments on new paragraph 6? (Agreed.)

We go now to Article 19, with which we have not yet dealt. We will deal with

the Draft Article itself first, on page 25 of the document. Any comments on
16
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paragraph 1? Is it agreed? (Agreed)

We might take paragraph 2 sub-paragraph by sub-paragraph. Paragraph

2(a). Any comments?

THE RAPPORTEUR: In paragraph 2(a)(iii), the next to last word in the second

line should be "of" instead of "or".

THE CHAIRMAN: Yes. Is there any further comment on 2(a)? (Agreed.)

2(b). any comments?

MR TUNG (China): we have a suggested emendment for article 19(2)(b) which

was circulated as document C.II/W.63. The suggested amendment reads

like this:

"Export prohibitions or restrictions on agricultural,

mineral or other essential products which are imposed

or maintained to safeguard a decent livelihood for the

people, to facilitate industrial progress and to

stabilize domestic prices so as to achieve a balanced

development of national economy".

We think the original provision as put in the Report here is

insufficient to provide for these requiremernts in relation

to the livelihood of the population and industrial progress,

and so we should like to have it amended.

THE CHAIRMAN: The proposal of the Chinese delegate is dealt with

in Paragraph 12 of the Sub-Committee' s Report on this Article.

It reads as follows:-

"It was suggested by one Delegation that restrictions
on exports should be permissible for the safeguard of
living standards, for the facilitation of industrial
development and for the stabilization of deomestic prices
so as to achieve a balanced development of the national.
economy, and that import restrictions should be permissible
for the enforcement of governmental measures to regulate
domestic production, distribution and consumption so as to
maintain a dynamic equilibrium between the diverse
economic activities of a nation in the process of
industrialization. After discussion of these suggestions,
there was wide agreement in the Sub-Committee that those
proposals were already adequately covered in the proposals
of the Joint Committee of Committees I and II on industrial
development and by the proposals made by the Sub-Committee
in regard to the use of import restrictions under Article
20 to safeguard the balance of payments .These latter
proposals are in line with a request received from the
Joint Committee that provision should be made to cover
the position of a member who, as a result of its plans
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for industrial development or reconstruction, anticipates
that its accruing international monetaryresources will
be inadequate to finance the needed imports of capital
goods unless it imposes regulations in respect of certain
classes of consumer goods . "

It .as therefore, I take it, the vier of the Sub-Committee

that the substance of the amendment proposed by the Chinese

delegate is embodied in the Charter in other places. Is that

view acceptable to the Chinese delegate, or would he wish to

reserve his position on this?

MR. TUNG (China): I just want to say a fewwords of explanation.

I hav read over the draft article of this Joint Body, which

is 3(a) which provides that a Member shall only have the right

to impose restrictions after long processes of consultation

with regard to finance and other matters - about seven

processes to be undertaken before any measures could be

adopted - and I think if we have to go through that long

process of consultation the measure would never be adopted,

or at least their effect would be undermined.

THE CHAIRMAN: Does any other delegate wish to comment upon this

suggestion of the Chinese delegates?I take it then that it is

the view of the Committee that if the Chinese delegate wishes

to press this point he should do it by reserving his position.

The Chinese delegate would wish to reserve his position on

this question?

MR. TUNG (Phina): Yes.

.THE CHAIRMAN : Anything further on Paragraph 2(b)? I take it 2(b)

is agreed. Paragraph 2(c) any comment? Paragraph 2(c)

agreed Paragraph 2(d) ? Paragraph 2(d) agreed . Paragraph 2(e).

MR. MELANDER (Norway): Mr. Chairman, we arevery much in doubt

as to the wisdom of introducing an exception on the lines of

2(c) we feel that although thisexcepoption is qualified in

many respects it is, after all, doubtful .whether it would not

be better to leave it out. In any case, we would not be agreeable

18.
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to going further than the original suggested draft put forward

by the United States delegation, and consequently we would like

to suggest that the words "or fisherics "should go out in the

first line of paragraph 2(c).

THE CHAIRMAN : It is suggested we delete the words "or fisheries"

in line 1 of paragraph .2(c), and presumably anywhere else where

it appears in the Article.

MR. MELANDER (Norway): Yes.

THE CHAIRMAN: Does anyone wish to comment upon this suggestion from

the delegate of Norway?

MR. SHACKLE (UK): I think the United Kingdom delegation would desire

to see these words retained. It seems to me that the positionof

fisheries is in a way a special one, in that gluts of fish are

very liable to occur, and if, shall we say, the United Kingdom

were to do anything with a view to mitigating those gluts of

home-caught fish, clearly the arrangement would not be effective

if there were not some corresponding arrangement to deal with

imports of foreign-caught fish. In order, therefore, to make

such arrangements possible, I think it is necessary to keep

these words "fisheries".

MR. VIDELA (Chile): Mr. Chairman, on this particular point I

:remember that I raised the question of whaling products, and

also I have made the reservation of two words, agricultural

and "fisheries". On this particular point of fisheries I would ,

like to make it quite clear that although we are not interested

in sending fresh fish to Great Britain, we are actually sending

the products of whaling. It is a new industry in Chile, and a

very prosperous one, involving a great number of factories, a

large amount of capital and many workers. I therefore recond

the proposal made by the Norwegian delegate. In addition, I

have previously made my suggestion for the deletion of the
word "agricultural "- both "agricultural" and "fisheries".

19.
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THE CHAIRMAN : You want to delete them both?

MR. VIDELA (Chile): Yes . That is my old proposal.

THECHAIRMAN : It has a somewhat different effect .

MR. VIDELA (Chile): What I mean is, while we are discussing the

particular point of fisheries I wish to back the proposal made

by the Norwegian delegate

THE CHAIRMAN: You would support the suggested amendment of the

Norwegian delegate, but you would presumably prefor the deletion

of both words?

MR. VIDELA (Chile): Yes.

THE CHAIRMAN:Any other comment?

MR. TUNG: (China): Mr. Chairman, the Chinese Delegation has also

suggested an amendment to (6), which reads:

"Import prohibitions or restrictions on specific

agricultural, mineral, or manufactured products,

imported in any form necessary to the enforcement

of governmental measures which operate to regulate

production, distribution and consumption of like

domestic products, with a view to maintaining a

dynamic equilibrium between the diverse economic

activities of a nation in the process of industrial-

ization".

However, I could accept an alternative amendment as suggested by

'the. Chilean delegate, by the deletion of the words " agricultural

and " fisheries" at the beginning of this sub-paragraph, but

also I should like the deletion of the last three sentences

onpage 27 of the Report, beginning itwith word "Moreover",

because we could never agree to any fixed ratio between the

imported products and the domestic like products.

THE CHAIRMAN -You want to delete from "Moreover" to consultationsn"

on page 27?

MR. TUNG (China ): Yes.
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THE CHAIRMAN: Can We take these amendments in order? The first

proposal we have before us is that from the delegate of Norway

to the effect that he wishes to delete the words "or fisheries"

in the first line of this paragraph. Is there any-other comment

on that particular proposed amendment? I think it would be

as well if we were able to get a clear indication of views

on this. Would those who favour the deletion of the words

"or fisheries" indicate by raising their hands?
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(There was a show of hands.) In view of the fact that the number is

limited, I suggest that we ask those delegates if they desire to press

this point or to reserve their position on it and ask the Secretariat

to make the necessary changes.

Mr MELANDER (Norway): Mr Chairman, I would like to reserve this particular

point and to have it included in the note on Article 19.

Mr TUNG (China) I wish to be associated with that.

THE CHAIRMAN: Gentlemen, we now take the amendment suggested by the

Chilean delegate and supported by the Chinese delegate; that is that

the words "Agricultural or fisheries" be deleted. Are there any comment

on this proposed amendment?

Mr SHACKLE (UK): Mr Chairman, I have already I think in the earlier

session of this Committee explained the reasons why we consider that

this paragraph should be limited to agricultural and fisheries

products. Perhaps I might briefly state those reasons again. Our

views are that agriculture is special in that its products are liable

to frequent and large fluctuations of price and of supply, and also

in that agricultural producers are very numerous, often small and

unorganised, and that therefore it is frequently necessary for their

governments to stop in in order to introduce some organisation into

the business. For that reason we think there is a special case for

dealing with agriculture in this way, a case which does not exist for

manufactured products or minerals.

THE CHAIRMAN: Is there any further comment on this? Would the delegate

for Chile like to reply?

Mr VIDELA (Chile): Mr Chairman, I feel that this has been sufficiently

discussed, and I merely want to give this explanation: it says here

"One delegate desires" - that will be " some delegates" or "two

delegates disire"-"that the words 'agricultural or fisheries' should

be removed after the words "Import restrictions on any", at the

beginning of 2 (e) ."

THE CHAIRMAN: That is in the report.

Mr VIDELA (Chile) : Yes, but I would like to have the explanation here

as well, Mr Chairman.
THE CHAIRMA: Is there any further comment? Would those who favour

the deletion of the words "agricultural or fisheries from this



J-2

Article please indicate by raising the right hand. (There was a show

of hands.) I suggest in the circumstances that the Chilean and

Chinese delegates should reserve their position, and we will ask the

Secretariat to record that reservation, including the addition of the

words the Chilean delegate has mentioned, explaining his reasons for

wanting that change made. Now that leaves the amendment suggested by

the Chinese delegate in addition to the one put forward by the Chilean

delegate supported by the Chinese delegate.

Mr VIDELA (Chile): I would like to make a brief explanation; it is

that the agreement adopted referring to "fisheries" probably would not

be used as a device for restricting the importation of the products

of the whaling industry, because I have a note hero from my colleague

which says that a whale is not a fish,

THE CHAIRMAN: I am not quite sure whether catching whales is not

fishing. I think a question of such philosophical subtlety might be

left to the Drafting Committee.

Mr VIDELA (Chile); The United Kingdom delegate may say something about

this; he is also interested in restrictiincg the importation of the

products of whaling,

Mr SHACKLE (UK): Mr Chairnan, I would like to say this; if the

delegate for Chile will look at the Annual Statement on Trade and

Navigation of the United Kingdom, he will see there a section which

is headed "Whale Fisheries"; ab that if we are inaccurate in this

matter, we are inaccurate in good company.

THE CHAIRMAN: Could we look now at the amendmegt suggested by the Chinese

delegate He suggests the deletion of all words in this paragraph

including and after the word "Moreover", on the ground that he would

be unwilling to accept for his delegation a fixed relationship

between imports and domestic products in the circumstances contemplated

by this ArticIe. Is there any comment on this. I should perhaps

draw attention to the fact tihat in the relevant section of the report

this question of the fixed relationship between imports and domestic

production was referred to. On page 4 at the very end of paragraph

6 it is stated that "The view was, however, expressed that such

22.
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a rule" - that is a rule establishing afixed relationship between

imports and domestic production -- "might weigh unduly on the domestic

producers, since the exporters in other countries might be able more

readily to find alternative markets".

Mr VIDELA (Chile): Mr Chairman, this is the point raised by the Austrlian

delegation.

THE CHAIRMAN: No; I think the point was raised by the Indian delegate.

I take it that the substance of the proposal of the Chinese delegate

is in line with that comment embodied in paragraph 6. My attention

has been drawn to the fact that paragraph 7 of the report is also.

relevant to this question, Paragraph7 reads: "The suggestion was put

forward by two Delegations that the exception in the case of agricultur-

al products should be widened by permitting, restrictions on imports

without restrictions on home production so as to maintain domestic

prices at a level sufficient to cover domestic costs of production or

so as to enable a domestic surplus to be cleared. After discussion

there was general agreement that such proposals wouldextend the scope

of the exception to an undesirable degree. Would anybody wish to

comment on the proposal of the Chinese delegate?
Mr. VAN KLEFFENS:

(Netherlands): Mr Chairman, the same sentence has caused

us some difficulty as to its wording, and we would like the Draftlng

Committee to go into this wording, because as it stands it might cause

some difficulties of interpretation. I think the general meaning is

acceptable, but the wording leaves something to be desired.

THE CHAIRMAN: Will the Secretariat note the request of the Netherlands

delegate that the Drafting Committee might examine the wording of

this paragraph carefully to ensure that its meaning is adequately

expressed. Is there any further comment on the amendment proposed by

the Chinese delegate? Will these who favour the amendment indicate

by raising the right hand. (There was a show of hands.) In the

circumstances I would suggest that the Chinese delegate could meet

his point by associating himself with the reservation or the point

made by the Indian delegate which is embodied in the report. We

could amend the report to make it clear that more than one, delegate

was associated with that view.
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Mr TUNG (China): Mr Chairman, Iwant to make clear my suggestion that

these sentences should be deleted.We want these three sentences

entirely deleted because we could never agree to any fixed ratio.

THE CHAIRMAN: That will be embodied in the report as part of the Chinese

delegate's reservations Is there anything else on sub-paragraph (e)?

I take it that it is agreed. Now, (f). Is that agreed? I thnik the

notes have been covered during the discussion of the various para

graphs.

Mr SHACKLE (UK): Do we now discuss the report on this?

THE CHAIRMAN: Yes, we take the report on Article 19, which commences on

page 2 of the document. Paragraph 1 -- is there any comment? We

take paragraph 1 as agreed. Paragraph 2 - agreed. Paragraph 3?

Paragraph 3 is agreed, Paragraph 4? That is agreed. Paragraph 5?

Paragraph 5 is agreed, Paragraph 6.

Mr MELANDER (Norway):. Mr Chairman, I would like to have inserted in

paragraph 6 - I think the most appropriate place would be a new

sentence after the second sentence reading: "There was wide agreement

for the view that a clause on these lines was desirable", I think

at that point it would be advantageous from my point of view to have

inserted that "One delegate" - or, if the Chinese and Chilean dele-

gates also agree - "some delegations doubted the advisability of ;

introducing an exception on the lines suggested in Article 19 (e),

and that in any case they"or"ttihat delegaon wgould not aree to

the extension of the exception boeygond the riinal suggested Charter,

andthat consequently'tohe words r fisheries' should go out."
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That is not the exact wording; I have not got the exact wording. It

is only meant as an indication to the Secretariat, and I would be glad if

the Secretariat would deal with that point.

THE CHAIRMAN: I think that the delegate of Norway can take it that the point

will be covered and I think the place he has indicated is the right place

for its inclusion. I suggest that we leave the precise wording to the

Rapporteur. Is that agreeable?

MR MELANDER (Norway): Yes.

THE CHAIRMAN: Similarly in relation to the extension of the next part of the

sentence: It is clear that it wouldbe necessary to amend this, to note

that there was more than one delegation who proposed that the exception

should not be confined to agricltural and fishery products. Would the

reference here which I think is expressed in the words theChilean delegate

himself used, meet your point?

MR VIDELA (Chile): Yes.

THe CHAIRMAN: Thank you. Are there any further comments on this paragraph?

Is paragraph 6 agreed? (Agreed). Paragraph 7.

MR TUNG (China): On paragraph 7, which novers the point I raised a moment

ago, how do you change that, because originally there were two delegations

and now it is more than two.

THE CHAIRMAN: "by some deleations" - that might meet it.

MR TUNG (China): Yes.

THE CHAIRMAN: Instead of specifying two, we could say, "suggestions put forward

by some delegations.

MR TUNG (China): I would rather see it covered by deleting the last part of

this sentence.

THE CHAIRMAN: Yes; I think it is clear that we might make reference to this

specific Chinese suggestion and that the last three sentences of the

paragraph should be deleted.

MR VAN KIEFFENS (Netherlands): Mr Chairman, I have only one point on paragraph 7.

There is a reservation there. I do not want to press it now, 'but, on the

other hand, it says here: "After discussion there was general agreement,"

and so on. That is a bit strong. I would propose to put in,"after
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discussion it was felt."

THE CHAIRMAN: Delete "there was general agreement"and insert "it was felt"

MR VANKLEFEENS (Netherlands): Yes.

THECHAIRMAN: Anyobjection?Ithinksome change isclearly necessary. To

say that there was general agreement isan everstatement. Is that agreed?

ParagraphII.(Agreed).Paragraph 12. There will, of course,

be anincidental amendment to the quotation atthe end of this paragraph
to bring it into line the precise werding of the message actually

received. It is at the top of page 6. The Secretariat will deal with that.

Paragraph 13.

MRHELMORE (UK): Mr Chairman, think the delegation referred to in the

opening sentence of paragraph 13 is not now represented. I wonder if, in

those circumstances, we could leave this paragraph for the time being?

THE CHAIRMAN:For the time being?

MR HELMORE (UK): Yes, until theyare represented.

THECHAIRMAN: I see. In the absence ofthe Indian delegate, from whom this

suggested addition originated, I think it iswise for us to accept the

suggestion of the delegate for the United Kingdom and defer consideration

ofparagraph 13 finally and I suggest that we begin our activities this

afternom by dealing with this paragraph beforewego on with our other

work.

MR SHACKLE (UK): Before we leave this passage, Mr Chairman, I should like to

call attention toatypewritten sheet which I think has been distributed

and which is suggested for insertion is paragraph 14 at this point. I

am not quite sure whether everybody has the paper, and it might possibly

be for the convenience of the Committee if I read it through - it is not

long. It roads like this: "The Committee considered the question of the

treatment of certain existing preferential arrangements which wore es-

tablished under international agreements but not effected by the normal

method of a difference in rates of duty. In these special circumstances

they recommend that any such arrangement remaining after the negotiations
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contemplated for April 1947 should be dealt with by a provision in a

pretecol to the Charter or, pending the conclusion of the Charter, to the
general agreement on tariffs and trade, to the effect that 'The member

applying these arrangements shall beentitled to continue them or equivalent

measures pending either (a) an arrangement under Chapter VI if themember

countries concerned desire that a product should be made the subject of such

an arreangment, or (b) some other arrangement regarding the matter between

themember countries concerned. The Committee afreed further that only a

very limitednumber ofcommodities fall under thisheading and that the

countries concerned should establish the facts aboutthemso that this

recommendation onthesubject couled be taken into account in the forth-

comingnegetiations. It was furtherrecognized that the concessions, or

lack of concessions, in respect of the items concerned would for purpose

of assessing the results of the negotiations, stand on the same footing

as concessions, or lack of concessions. in respect of particular tariff.

or preference items." I think theCommittee Committee will recall that at an

earlier sessionof thisCommitteethe delegate of Australia raised the

case of certaincommodities on which apreference has been given, not by

way of tariffs, but by way of quotas. The consequence of that is that,

while tariff preferences would be negetiable under Article 18, there was no

provision in the draft Charter as it then stood for dealing with the

position of those preferences accorded by means of quotas It was agreed

that a small sub-committee should go into the matter. That small sub-

committee has hold a number of meetings, and this paper is what they
suggest shouldbe put into our report in order to deal with the point. I

trust that the paper is reasonably self-explanatory. Ihave only one

explanation to add in regard to it. It is a statement which I would like to

see included in the verbatim record, and it runs as follows: "The United

kingdom Delegation understands that the commodities in question for the

purpose of this paragraph are beef, mutton, lamb, bacon and processed milk

imported into the United Kingdom from Commonwealth and other sources. "

Thank you, Mr Chairman
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THE CHAIRMAN: Is there any comment on this suggested inclusion in draft

Article 19?

MRJOHNSEN (New Zealand): I would like to support its inclusion, Mr Chairman.

THE CHAIRMAN: I take it then that this is agreedfor incorporation in

Article 19. Presumably a corresponding paragraph will be required in the

draft report.
MRSHACKLE (UK): This is intended for the draft report.

THECHAIRMAN : I see That is agreed? (Agreed).

MRJOHNSEN (NewZealand): MrChairman, I should like to make a statement.

Wehave been concerned this morning with being confronted with a very

complex set of documents relating to quantitative regulations and exchange

control. The New Zealand delegation have not been ableto give adequate

study, in the limited time available since the documents were issued, to the

proposals, which must be considered in conjunction with those relating to

industrial development, end to see how far they cover the proposals on

which we made submissions and with the principlse to which wedesire to

adhere setout in paper numbered E/PC/T/C.II/22, and supporting verbal

statements. No doubt other delegations are in the same position. It

is undrestood,however, that it is not intended that three should be any

commitments at this stage by signifying acceptance or otherwise of the

proposals before us. On behalf of New Zealand, therefore, we should like it

to be recorded that these proposals are being accepted. purely as a basis

for further consideration and discussion.

THE CHAIRMAN:That is clear.

MRTUNG (China): I join withe the New Zealand delegate in the view he has just

expressed

THECHAIRMAN : I suggest the meeting should now adjourn andthat we reassemble

at three o'clocko. Thank you.

(The meeting rose at 1.15 p.m. )

(For vepbatim raport of afternoon session, see Part 2 of
E/PC/T/C.II /PV/13
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The meeting resumed at 3 p.m.

THE CHAIRMAN:Before we complete report dealing with Quantitative Restrictions-

it is necessary for us to finalise the paragraph 13 of the report covering the

subjecet matterofArticle 19. Ths is on page 6 of the document. You will

rememberwedeferred this from this morning since I understand that the delegation

mainly intersted was absent at that time..

RLO ANATHANIItdiM):MraChairman, I am sorry for myecbseocethis morning; I had

an oppointmentwhichrequired my getting awayingood time.Oneof the
delegations referred to at the beginning of paragraph 13 is the Indian delegation,

and I should liketo take this opportunity of clarifyingour position in this

matter. Our views on quantitative restrictions are well known. We believe that

they are a legitimate form of protection in appropricate circumstances.and under

adequate safeguards. Wehoped that one of the ways by which wecould get

satisfaction in respect of this matter was through the chapter on Industrial

Development;buthaving considered that, we felt that the procedure laid down

therein was too cumbersome and likely not to afford the facility those countries

may need without undue delay or undue stress. Hence a more general exception

was sought to be provided for by us by asking for a furtheramendmentamendment of Article

19. Sincewe made that reservation, however, we have been advised that the

matter will be lookedinto more closely with the vieew of meeting thestandpoint of

India and other countries, and that the relevant Article in the, chapter on

Indusmetrial Development might be amended so as to be more satisfactory to us.
Should tha eventuate, Mr Chairman, we should, onIy be too glad to reconsider our

reservation here, as our anxiety has been all through to provide for the use of

quantitative restrictions under adequate but not excessive or almost impossible

safeguards. In other words, we want a provision which would enable acountry to

have recourse to quantitative restrictions and get the approval of the Organisation

with reasonable case and celerity, provided it is in conformity wth criteria

laid downby the Organisation, of which, of course, one important consideration

would be whether the particular form of quantitative restriction would be

less restrictive than alternative forms of protection.
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Due notice will of course be given to the Organization, and it

should be open to the Organization to accede to this without

needless formalities, subject to defined tests, which should be

easily applicable.

Mr. Chairman, if after examining the provisions contained

in the Chapter on industrial development later on we feel that

this matter is amply provided forwe should not like to press

this reservation here, but whether we can take it back or not

will depend very much upon the sort of improvement that we hope

might be put in when meet again. Subject to these things I

wish to say that we approve this paragraph as it is,

THE CHAIRMAN: Any further comment on this paragraph?

MR. HELMORE (UK): Mr. Chairman, some deleegations here will know

that the last words in this paragraph were mainly attributable

to the United Kingdom. In the light of what has been said, if

the Indian delegation could agree to state their reservation

with the reason, if we could insert some such words as" since

they thought the procedure laid down in the draft Chapter on

Industrial Development needed further examinationn", then I think

we could be perfectly content to have our vice rocorded, that

we thought the procedure in the Industrial Development Chapterthepr

wassatisfactory. That would lead, I think, to a Report which

would now take the world think there had been a great and

irreconcilable row about this pointindeedthere, whichwasnot

Would thatsuggestion be acceptable?

MNARAANN(KATHT ndia): Yes, that would be all right

THE.CHAN:ThatIRMld be AwouWSome delegations announced that becauses

th--y"

HELeOEE(M.O: "considered" .

MR. LOKANATHAN ( India):. Yes

THECHAIRMAN: 'that the procedure laid down in the draft Chapter

on industrial development" --
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MR. HELMORE (UK) Perhaps we night insert a reference there, if I

could give it to you in a moment or two - "needed further

examination", and then it would go on as in the text.

THE CHAIRMAN: It is Article 4, paragraph 3 of the Industrial

Development Chapter.

MR. HELMORE (UK): It is really 3 (a) and (c), since 3(b) refers to

a case where a member has undertaken an obligation.

THE CHAIRMAN : It would then read "because they considered thae the

procedure laid down in Article 4, paragraph 3 (a) and (c) of

the draft Chapter. on industrial development needed further

examination, they might propose an addition", etc. In that

case, the United Kingdom suggest that the view of the other

delegations might be altered to read "Other delegations

consideread that the procedure laid down in the draft" - you

could leave that sentence pretty much as it stands, could you

not?

MR. HELMORE (UK): Yes - "that this pointwas sufficientely met" .

THECHAIRMAN: Then thelast sentence would be deleted,

MR. LOKANATHAN (India): Wewanted to add that it would be further

considered furtherexamined,or something of that kind.

MR. HELMORE (UK): That comes in the first sentence. May I road the

whole paragraph as it would go now?or Some delegations announced
that because they thought thate th procedure laid down in the

draft Chapter on industrial development" - and then the reference

needed furtherexamination, they might propose an addition to

Article 19 paragraph 2 to include another exception in the

following terms" - and then again the quotation. "Other

delegations considered that this point was/sufficiently met in

the draft Chapter relating to industrial development".
THE CHAIRMAN: Iam not quite sure whether that does not require some

alteration, the point in this case being, it seems to me, that

the delegationsreferred to considered that the procedure

required further examination. I think it would be beetter to
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say "Other delegations considered that the procedure was

appropriate"

MR. HELMORE (UK): "the procedure in question"

THE CHAIRMAN: "the procedure in question was appropiate". Then,

of course, the factthatthere are two views on this question
would quite clearly imply that further examination of that

question would be undertaken at the Second Session. Is that

acceptable to delegations?

MR.LOKANATHAN (India): What about the last sentence?
THECHAIRMAN:The last sentence is deleted - "Other delegations

considered that the procedure in question was appropriate".
MR. HELMORE (UK): Perhaps weshould say "however".

THE CHAIRMAN :Yes-"Other delegations, however, considered" . Is

that acceptable? Then I take it that Paragraph 13 asamended is

agreed.

That completes the Report on Quantitative Restrictions. It

remains only for us to record our thanks to the Drafting
Committee, and particularly to our Rapporteurs, the have done

such valuable work indeed in this -even more than usual, I think

MR. GUNTER (US):Mr. Chairman, I should like to point out that Mr.

Meade, of the United Kingdom delegation, is primarily responsible
for this Report, and I consider it a very excellent job.

THE CHAIRMAN: Can we pass now to consideration of Subsidies? There

are two parts to this Report. Part I deals with the Report of

the Sub-Committee on Subsidies on Manufactured Goods. Have we

a Rapporteur or Chairman of the Sub-Committee could introduce

this? If not, then proceed straight to examine it.

Any comment on Part I? Approved.

Part II. Anything on the first paragraph of Part II? Then

I take it it is agreed.

Any comment on the second paragraph?
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MR. SHACKLE (UK): There is just one point. It is really a question

of clarification. . This Report now before us of the Sub-Committee

on Subsidies on Manufactured Goods ends up by saying, in the

very last sentence, "In view of these facts no change in

Articles 25 of the draft Charter was considered necessary" . Of

course, that might refer to one of two things. It might refer

either to the draft as it was printed in the original United

States Draft Charter, or, on the other hand, it might refer to

the somewhat amended version which forms the appendix to paper

T/21, the Report of the Drafting Sub-Committee on Sunsidies on

Primary Products, which we shall now go on to consider. In that

version in the appendix to paper T/21 it will be seen that a

complete context is given which would cover both subsidies

in general and also, in particular passages, subsidies on

S. .h- haprimary products I think eraps need to clcarup hat

littl ambigaty I prosu tolast setence of paper

No. 20 can b roa as referring to the version inte appendix

papo-T21. If so, all is clear. If not,e have an

inconsistency
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THE CHAIRMAN: Could we leave out the reference to the draft Charter and

say Article25 is embodied in the appendix?

Mr SHACKLE (UK): In the appendix to paper 21? It is a separate payer,

is not it?

THE CHAIRMAN: No change in the draft Article 25 as embodiedin

or as appended to Document T/21. It will be necessary for

the Secretariat in combining the report, of course, to change that

particular reference, since it will not appear presumably as document

in the combined report; but if we leave it as that,it will make it

quite clear to which particular draft we are referring, and the precis
drafting can be attendedto by the Secretariat.Is that agreeable?

Isthereing anything else on that paragraph? I takeitthat the report of

them Subcommittee on Subsidies on manufactcured goods is approved.

Again we offer our thanks to the Committee. We passnow to the report

the JoingDrafting Subcommittee of Committees II and IV on Subsidies

on Primary Products. This was referred to a Joint Committee because

of its close association with the work being done on intergovernmentalntterorenal

commgemoditygrranents by Committee IV. Part hjI - istre any

comment?

Mr JOHNSEN (New Zealand): "New Zealand" should be deleted. New Zealand

wshatnothntette otmit

TMHE CHAIRAN: "New Zealand" is a misprint for "Net"herlands. Delete

land""eElaeNend nt "Netherlands". Wlth thaat memeameniid this

Part I agreed to? Part II, paghrraph 1. Is there any comment on

paragraph 1?

Mr HELMORE (UK)M: r Chairman, may I speak not in may caapcity as United

ingdmordelegate but as, Chairmnarof Committee IV, which si-now dead,

I think I am rgitihnsayingthat the members omyf Committee would

probably have preferred to say "the specaldffificulties referred to

in chapter 6" and no"t the special difficultiesw hich make necessary

the provisions of chapter 6".

THE CHAIRMAN: Yes, this is in the second paragraph; "As concerns

primary products"-. The wording you suggest is to delete which

make necessary the provisions of" and insert "referred to in"?
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Mr HELMORE (UK): Yes.

THE CHAIRMAN: I think that is an improvoment. Is thatamendmentaccepted?d?cc-pte?

Is thereher aommentonnaray apfurtcpghrh 2. T en I satake it

aregrephd,graarx

r LOKANATHANa):(an:ic ld lI'htoouikewllknoeateheforcof the "but" there

in the fourth line of pararaph 3.

HAIRiMAYAN o feelh at it is incorrectly used?

rM LOKANATHAN (India:) I donmot qui efollow, I supopse it refers to teh

elimnaiiton of the export susidiebs, and only to the limitaitno of

the latter - not the elimination of the letter.

THE CHARIMAN: I take tsyhto be the meaning, qiute clearly, tsht the

Atiycle does look towards the early eiminaltion of export subsidies.

but, on the other hand, only to the limtaition of genearl subsidies.
Is that clear? Is therea nythign else on paragraph 3? That isagree.d

Paragraph 4? Perhaps'w e ou hgtto taktehe suggested cahgnes one at a

time.

(The Chairman called for comment sub-paragraph by sub-paragraph

or 4 (a) to (j) There being no comment, these were taken

as adopted.)

We take now the actual text of the Article. Paragraph 1?

Mr SHACKLE (UK): Mr Chairman, I am sorry at this late stage to make a

suggestion which is, I think, to some degree a small suggestion of

substance. I do not wish to provoke a discussion on the point. I
Interim

merely suggest that it be noted for consideration by the/Drafting
or

Committee/at a later stage. The suggestion would consist in adding

after the words "such product" in the 5th line the words "or of

closely competitive products". What I have in mind there is; for

example, the case of synthetic and natural products which are liable

to be closely competitive, As I say, I would be content if that were

held over for consideration either by the Interim Drafting ocmmittee

or At whatever later stage may be appropriate. I should like just to

mention it now. I will repeat my suggestion, which is that after the

words "such pro iuctin line 5 there might be added the words "or of

closely competitive products".
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THE CHAIRMAN: Isit agreed 'that we invitethe DraftingCommitted and the

Second Session of this Committee to consider the Possible inclusion ofthosewords in the fifth line of thisArticlefollowing the words
"such product'?, It is not proposed to include the words at this

stage, but merely to record themwitha request that the Drafting
Commttee, and, if necessary, the Session, consider this

proposal.Is thatagreeble?

Mr VIDELA (Chile): I should prefer to keep the present drafting.

THE CHAIRMAN: It is not proposed to alter the draft.

Mr VIDELA (Chile): Not to alter the draft?

THE CHAIRMAN: No - merely to note this suggestion for consideration

next year.

Mr VIDELA (Chile): With my reservation, Mr Chairman, becasuse this

practical part was not my responsibility; it was another member of

the Chilean delegation.
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THE CHAIRMAN: It is agreed then to note that suggestion for later con-

sideration, recording also the comment of the Chilean delegate, that he

is not in a position to judge whether that request should be made. Is

there anything else on paragraph 1? Is that agreed? (Agreed). Paragraph 2.

MRLOKANATHAN (India):Mr Chairman, on page 8, line 5, it says "but in any event

not later than three yearsfrom the day on which this Charter enters into

force " I think,, Sir, the Indian delegationfeelthatthree years is

really to long a period, especially taking into account the fact that it

be another two years or eighteen months before Charter comes into

force, and if, as is obvicleouslyclear,export subsidies are likely to inflict

greater injury upon other countriese, there is no justification for giving

such a long period; and we feel that one year will be as long as is warranted

by the circumstances. Therefore, I should like eithertomove to move that amendment

or, if that is not necessary, at leasttomake that point for future con-

sideration.

THECHAIRMAN: What specific period had you in mind?
MR LOKAMATHAN (India): I would say, "but in any event not later. than one year

from the day on which this Charterr comes into force." That in itself

means somewhere about 1949 or 1950, and therefore that is quite a long

period.

THECHAIRMAN: The Indian delegate has suggested that the word "three" in the

fifth line be amended to read"one," so that members wouldberequired to

give effect to this provision not later than one year from the date on which

ther Chafter enters into force. Any comment on this amendment?

MRHAWKINS(USA):Mr Chairman, I cannot say definitely that that wouldebe

acceptable from the point of view of the United States, but I think it would;

but I just have not ge the information to reach a decision uponit.My

own legislation is involved in this Article, and it also involves a modi-

fication of the United States Statute. Now there is a question of how

long is allowed to do that and that is therefore of some consequence, to us.

I recognize, however, that one year from the time the Charter comes into

force is putting it still quitea way in advance, and I think that very

likely we can accept it, I should prefer, however, to leave it over for

further consideration at the Drafting Committee stage.
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E/PC/T/C.II/PV/13THECHAIRMAN: Is there anyothercommenti[pmthis?othr coracnn t?:UNG(ChMrC,theCcinesehairghmiannina)alrea: gpr[potoppo h-rrsose

reservation on this dpoint, an I widsh to rea that out: The adoption

or maintenance of susimilarmeasuresotpromotetheo,o;absit production

or ectaion rof cempemrt socmmoditiesia corb.iber a Mem-.rctry which

haseresuffd froma chronic aedversbalancpayments[e ofshould be allowed

until such ea tim ase its quilibrium inbalthee anpac eof ymnts wilel hav

bn actually attained, when the question of such suresmea --shres-

N CMJcxusNe: EeshEsemo.old lidiske toofthisparticularamend-pose dis;)osarticamenuar aoiind

megant suggctedeby thwicIdian dle-te beforewwcdeavth ay others, if

gyu would noat indg vtin,nti we hlve doe that.

TUNG (China): Very well.

THAIRhirMCould I haveytherjthegh viewsanbA oNtios who wish to

coment on the suggestion made by thege Indian eelote that we should amend

the word "three" in the ofifth line t "one"?

ALMEIDA r ABaramzil) M1rirMa, we understand the reasons of the United

States delegation about her great difficulties to chance the situation

created with the subsidizing oWef cotton. fully agree with the Indian

delegate because three yeerylongars is a v time for this change. This

Charter, and the provisions that the Conference will decideee on, reprsnt s

somhances in gtheg leslation of all countries involved. ihn. it eTeeefor,

I think the United States, to whom the whole world is owing the services

as the forerunner in the field of the organization of economic peace, will

make efforts to change that situation in a few months as the Indian delegate

heas suggsted.

ITHE RMrAN:rAaCAere any other comments on this?

ECUYER(FCanmYEa i(netpreraaton): Mr Chairman, I would see no objection,
from the French point of view, to the fixing of a lapse of one year instead

of three years. I think, nevtheless, that quite a number of countries'

legislations would be affected by this and that this would require changes

in many regulations. I think, therefore, it would be wise to reserve the

matter, in order that it might be regulated . at the time of the next Confer-

ence.
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THECHAIRMAN: Could I suggest to the Indian delegate that it is clearly a

fairly difficult thing for delegationstomakeajudgment at this stage

as to what the implications of any period would be for them, and if it

would meet his point we could add to the report a note that some delegates

consider that three years is an unduly long period and that it was agreed

that this matter should be examined again in the light of the views to be

expressed later by the various delegations on theeffect of this on their

on legislation, or something of that sort.

MRLOKANATHAN (India): Thatwould be quite satisfactory.

THECHAIRMAN: Wouldthatmodt the delegate? We suggest that the precise

wording should be worked out by the Secretariat. Is there anything clse

on paragraph 2?

MRLOKANATHAN (India): We havethe record-oftheAmerican delegate's speech
also here, because that will be very useful.

THECHAIRMAN: Yes.

MR TUNG (China):Mr Chairman, I had not finished mystatement. I want to read

this. At the present stage of her economic development China still finds

it necessary to rely on agricultural and mineral products to make up the

princial items of her export trade. Such special products as wood oil,

tea, silk, bristles, tungsten, tin, and so on, have long, enjoyed an acknow-

ledged position in the world markets and have for the past few decades given

steady employment to large numbers of her working population. In view

of the increasing foreign demands for these commodities, the Chinese

Government has spared no effort to standardize their quality, to enlarge

the capacity and reduce the cost of their production so as to give the

world marketsa moreregular as well as plentiful supply at reasonable

prices. To keep up these standards in the future, it will have to adopt

or maintain such measures as subsidies or price support which are in-

dispensable to its plans for promoting the production orexportation of the

aforesaid special commodities. These measures, we need hardly point out,

will have the effect not only of safeguarding the employment of a large

section of the Chinese population, and of ensuring steady and economical
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supplies for the international markets,butalso of increasing China' s

exchange resources to pay for her much needed imports and thereby serving

tobring about her balance ofinternational payments. As such, they

are conducive to the achieyement of the main aims of the proposed Inter-

national Conference on Trade and,Employment and their application should,

therefore, not be limited by any fixed date and should be free of any

restraint based on the data of any previous representative period. For

these reasons, the Chinese delegation would like to place on record the

following two-point reservation on Article 25 of the U. S. Draft Charter:

(1) The adoption or maintenance of subsidies or similar measures

to promote the production or exportation of certain. special commodities

in a Member country which has suffrered from a chronic adverse balance of

payments should be allowed until such a time as its equilibrium in the

balance of payments will have ben actually attained, when the question of

such measures may be reconsidered through consultation by the countries

concerned

(2) The share of any such special export in world trade,

whether or not acquired as a result of the use of subsidies or similar

measures, should not be subject to limitation by its share in world trade

during any Previous representative period, except when it is proved to be

part of a burdensome world surplus.

The first point of the reservation applies to paragraph 2 here

and the second point of the reservation applies to the following paragragh

THECHAIRMAN: Is there any comment on the first reservation submitted by

the Chinese delegation? I shall beglad of the views of the Committee

as to whether it is necessary for us to determine the mannerin which

this reservation wilebe recorded, or whether it will be incorporated in

any way into the Articles themselves.

MRHAWKINS (USA): I think it would be unwiseto adopt the amendment. The

effect of it would be that a country with an adverse balanceof payments

could subsidize exports possibly with a view or at least having the effect

of, taking trade away from another country which may be in balance of

payments difficulties; in other words; it might lead to, or in fact result i

~~~~~~~~4.0._
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a virtual trade war. Therefore, I think the amendment is open to serious

objection.

MR SHACKLE. (UK): I would like to support theview, expressed byMrHawkins,

on behalf of the U.K.delegation.

THECHAIRMAN: Arethere any delegates who wish to support the reservation

made by the Chiese delegate? If not, I would ask whether he would be

content that it should be recorded?

MR TUNG (China): Yes, I wish it to berecorded.

THECHAIRMAN: Any further comment on paragraph 2? If not, I takeitparagraph 2

is agreed? (Agreed).
Gentlemen, the interpreters have askedme to request delegates

not to begin speaking until they have been called upon by me. That gives

then time to make the necessary adjustments.

P. fols. 41.
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MR JOHNSEN (New Zealand): One point I would like to have made clear in respect of

paragraph 3 of Article 25 concerns the returns to producers of primary products.

We make a comparison here between the sale of a product for export at a price

higher than the price charged for the like product to buyers in the domestic

market. I think the comparison there should be with the price paid to producers

in the domestic market. I do not know just what was intended by the draftsman

of the Article.

MR SHACKLE (U.K.): My impression is that the drat Article as submitted for the

consideration ofthiscommittee did make as its test of what is an export subsidy

the relation between the export price and the price charged to domestic buyers,

not the price charged to home producers. There is, I think, a particular reason

for that, namely, that general subsidies to home producers are permitted under

the first paragraph of the Article - subject, of course, to conditions - and that

for that reason it was thought that the appropriate test was the price to home

buyers, not the price paid to home producers.

THECHAIRMAN: Does that meet the point raised by the delegate for New Zealand?

MR JOHNSEN (New Zealand): I do not know that we could accept that, Mr Chairman.

Wewould like to have an opportunity to give further consideration to this.

Perhaps it could be noted in the report that this matter would be subject to

further consideration.

THECHAIRMAN: HItdMN: We could say: "One delegation raised the question of whether the

comparison made in this paragraph should not be between the export price and the

price domDOpaid testic producers, but asked for further time to consider this

question." If we included words to that effect in the record would that meet

your point?

R eOHewNSEN (Noealand): Yes; and that we asked that a later opportunetveby be git

to us to consider this matter.

RTAN:HE M. andAND".. t a later opportunity be given to the delegation to

consider this matter".

VIDEL(ChAChile): Mr Chairman, I onlyanteem toeinrm- the mConmwete thatw, vhn

w started discussions, I put forwmrd an exmplae, and I trusm twat exmplarwa v

taenk into consideration by the Sub-Commitete I wsa not there. I said at the

tmie the discussion started that the wool produced in the centre of Chile had

a different rice from other wool produced by big enterprises in the south of

Chile only for export; and I remember that teh Australian deelgate gave a further
42.



example, and said that in his view both examples related to domestic subsidies

and were not to be considered as relating to export subsidies. Perhaps that

explanation will satisfy the New Zealand delegate.

THE VICE-CHAIRMAN: I have a small point to raise on something which is not quite

clear. Who arethe" buyers in the domestic market"? Whenyou sell certain

products abroad on the domestic market you mostly find that you have different

kinds of buyers, so I would ask: is it sufficiently clear as we have it here?

MRSHACKLE (U.K.): Might I suggest that probably the answer to that lies in the

word "comparable" - "the comparable price". That surely means the price in a

comparable transaction, the price to a domestic buyer for, shall we say, a whole-

sale purchase of a similar size to the export sale. I think that probably that

is the key to this.

THE CHAIRMAN: Is there anything further on this paragraph? May I take it that

paragraph 3 is agreed (Agreed.)

Paragraph 4. Is there any comment on 4(a)? Isitagreed? (Agreed.)

4(b) . Any comments? (Agreed.)

4(c). Any comments?

MR TUNG (China): I have already, made my point of reservation. Shall I read it

again?

THE CHAIRMAN: You have made your reservation, and that is embodied in the report.

Is there any further comment on 4(c)? I take it that is agreed. (Agreed.)

Paragraph 5. Is that agreed? (Agreed.)

You will recall that in examining the first part of this report an error

was noted in the names of the delegations who were on the Sub-CommitteeCommittee. I

understand that threre other errors there also, and I think the Comittee can

take it that the Secretariat will check the precise composition of this Sub-

Committee and will amend Part I to accord with the facts of the case.

MR VIDELA (Chile): Mr Chairman, if any of the delegates would like to look up the

particular point I referred to a few moments ago, the reference to it is

C.II/PV/6, pages 32 and 33; and the Australia delegate was Mr McCarthy.

He gave the example of butter on that particular point.

THE CHAIRMAN: Would those delegates who are interested in consulting the record.

please note the reference: C.II/PV/6.

Now, is there anything further on this report? . . . I take it, then, that

the Report on Subsidies in relation to Primary Products and the relevant
Articles covering subsidies of all kinds is approved. (Agreed.) We must again
record our thanks to the Sub-Committee concerned. Is it your wish that we
adjourn now for tea? (Agreed.) 43.
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After a short adjournment:-
THE CHAIRMAN: Report of Sub-Committee on State Trading,Document 22.

Part I. Amy comment on Part I? I take it Part I is agreed.

Part II. Shall we take these sub-paragraphs in order?

The Report states: "The provisions of Article 26 of the Draft

Charter were, on the wholedeemed acceptable to the Sub-Committee

on State Trading, subject to the modifications indicated below."

Any comment on Paragraph 1? I take it Paragraph 1 is agreed.

Any comment on Paragraph 2?

MR.JOHNSEN(New Zealand): Mr Chairman, I think it might be

worth while to pick up that appears to be a clerical error in

the last line of Paragraph 2. I think the word "effecting" should

be "affecting".

THE CHAIRMAN: Is that correct, Mr. Shackle?

MR. SHACKLE: (UK): Yes, that is right, sir.

THECHAIRMAN: Any othercomment on Paragraph 2? I take it Paragraph

2 is agreed. Paragraph 3? Paragraph 3 agreed. Paragraph 4?

MR. SHACKLE (UK): In the last line I think the word "that" should

be "the". -

HAIRMANhaTHAlete "that" in the last line of Paragraph 4 and

insertth"e"th "e provisions of Article 3f0othehartr."Ce

Agreed? Any other comment on Paragraph 4? Paragraph 4 agreed.

Any comment on Paragraph 5? I take it Paragraph 5 is agreed.

Paragraph 6: Any comment on Paragraph 6? I take it that is

agreed.

Any comment on Paragraph 7?

MR. VIDELA (Chile): Mr. Chairman, I have been instructed to maaka

statemenot n Article 27, related with Article 26. wI ill reserve

it for article 27.

THCE HAMANaI: Any fuherrt mmcoent on Paragraph 7? I take it Paragraph

7 is agreed.
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Products".

"The principle underlying Article 27 of the Draft Charter,

being the counterpart of paragraph1of Article 18 of that Charter,

was considered I generallyacceptable by the Sub-Committee. The

changes which were recommended and which are listed below serve

mainly two purposes - first, to provide a more accurate basis

for the determination of this 'negotiable margins', and secondly,

to take into account the special nature of fiscal monopolies."

Can we take those sub-paragraphs one by one? Paragraph 1.

MR. MELANDER (Norway): Mr. Chairman, we have a general

reservation to make on Article 27. I do not think it would

be useful at this stage to go into the details, and I think

therefore that the best thing would be to insert a reference

here on this page 3, which we are now discussing, to the

effect that "One delegation made reservation as to its

attitude towards the proposed Article 27", and I would

there refer to the statement which our delegation sent to

the Secretary of Committee II on the 22nd November.

THECHAIRMAN: Can put that appropriately, do you think, at

theend of the section of the Report dealing wih the

Expansion of Trade by State Monopolies of Individual

Products?

MR. MELANDER (Norway): Yes.

THE CHAIRMAN could make it Paragraph 7. Do you wish to

state the nature of your reservation, or make it quite

general?
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Mr MELANDER (Norway) : I thinkIwould rathermake it quite general.

It refers particularly to import monopolies and the price policy;

but it is better to leave it as a general reservation, I think.

THE CHAIRMAN: We add there, as paragraph 7: "One delegation found it

necessary" or wished to reserve its postion generally upon this,

Article".

MrMELANDER (Norway): Yes.

THE CHAIRMAN: Shall we takethese sub-paragraphs one by one,

(The Chairman called for comment on paragraphs1 to 5

paragraph by paragraph. There being no comment, these were

taken as adopted.)

THE CHAIRMAN: Paragraph 6?

Mr SHACKLE (UK): "selling prices", of course, in line 3.

THE CHAIRMAN: Yes. That is the last word inside the parenthesis. Is

there any comment on paragraph 6, I take it paragraph 6 is agreed.

Paragraph 7 would include a general reservation made by the Norwegian

delegate. I understanding the delegate for Chile to say he wished to

raise a point on this Article?

Mr VIDELA (Chile): Yes, Mr Chairma., When the general discussion on

this matter was open, I remember that as the Chilean delegate I

raised tisu questioofconmmercialocnsdieraitons, and I may refer

to .CII/PV/5page,38, nad the question I raisewasd a nswered by

Mr Hawkins. The reference is C.II/PV/6, page 7, wherMre Hawkins
said: "The Delegate for Chile enquired w hether an export monopoly

could charge different pricesi n different market.> Taht is more

or less the obvious answer of a previous question which I have just

cmmenrted on. The answer, though, specificlaly would b:; fI this

is done for commercial reasons - such, for example, as meetign local

competitive condtionsi. We think that entirely consistent with the

provision; in other words, I think I am merely aggregi with the

proposition as theChilean Delegatpeuti t." I have been instructed

by the Chilean delegatintoomakethis statement, Mr Chairma:-n

The Chilean Delegation fully appreciates the difficulties which the

sub-comimttee has had to contend with in triyng to reconcile the

points of view expressedb y the different Delegations on the

question of State enterprises and State trading. As you so rightly
46.
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which experience has been limited. The subject, however is a very

important one, more so today when so many enteprises, especially

in small countries, come under that category. As Article 26 now

stands, It covers substantially the views expressed by the different

Delegations. To us it is quite clear that an enterprise coming under

the category of a State enterprise can, for commercial considerations,

practisedifferent level of prices in different markets. However, it

seems to us that thereis an apparent contradiction between what is

set out in Article 26 and what is said in Article 27, sub-paragraph

b. Here it is saidthat in the case of an export rmonopoly, the

margin etc. etc.This seriesseemsto us to nullify what is set out in

Article 26. For exmple, if an export monopoly product is solid in the

home market at, say 10, and the maximummargin to cover freight,

Insurance, etc. is another 10, the price in the export market would

thenbe 20. But supposingin that for commercial considerations that

country has to sell it at 18, then since the maximum margin of 10 is

a constant factor, it would appear that the homemarket price would

have been cut to 8, which would not be allowed under sub-paragraph b.

We do not, at this stge wish tofind words to cover this contingency,

as it might involve a lengthy discussion and we are pressed for time.

However, the Chilean Degelation would request that this point be

brought to the attention of the Interim i Drafting Committee, so that

when it meets next January it can further explore it with aview to

make it more clear. That is all, MrChairman.

Mr SHACKLE (UK) Mr Chairman, there is just one comment I would like to

make onthat point. That isthat there is no compulsion, of course,

at all to have any export margin; it is merely if one wants to put

up something which is equivalent to an export tax; and all this does

is that if one does want to put up something equivalent to an export

tax, if it happenes to be done by something equivalent to a State

export monopoly, then if some other country comes along and wants to

negotiate about the level of that margin, itcan do so, just in the

same way as it would have been allowed to negotiate about an export

tax. I think possibly with that explanation the difficulty felt
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by the Chilean delegate may to a considerableextent disappear.

At least, 1 hope so.

THE CHAIRMAN: Does that meet the Chileandelegate'spoint?

Mr VIDELA (Chile): I think so, I must refer this point to my delegation.

I thank the United Kingdom delegate for his explanation.

THE CHAIRMAN: Is there anything furtheronthis paragraph? The next

paragraph deals with "Expansion of Trade by Complete State Monopolies

of Import Trade".The report says: "Although Article 28 of the Draft

Charter was not discussed to substance, it was decidedthat it

should remain provisionally as appears in the Draft Charter, subject

to possible consideration at a later stage.". It is quite possible,

Mr Shackle?

Mr SHACKLE (UK): We hesitatetomakeprophecies.Thatillall.kakph That s It

depehndes on whether te country concernedcomes to dsiscuss the matter.

with us or not.

THE CHAIRAN: Is there ansy somment on thiSaragraph?

Mr KUNOiSI (Czechosilovaka): Mr Charggehhman, if I may st it, I think

no har would be ds"0sdode if the woubject to possible con ideration

t at a lat stae"twere uldeudted. I. wot it useful

Mr SHACKLE (oUK): tI have n objecii.on to that, Sr

T CHAIRI- Itis sughagewste tlat e elete all words afterr "OChart"

in the th.ird line

UNOSI (Czechaoii)slveYks.Ya: fe,

IRMHE CHAAN: -sggthdt areeable? iiThere s the pprordii''ovis nally".

Is there any comment on that? I takt it hat this paragraph as

amended is agr.eeNd to ow we htake te actual draft Articles as

embodied in the ap.pendix Articlpae 26, rag.raph 1 Is there any

comment? You will notice the squarke brwacets hich were referred to

in paragraph 2 of Part II of the report. Is there any comment on

this paragraph? I take it that trhis paa1isgraph agreed.

Paragraph 2?

Mr TUNG (ChiMna): rm Chairan, referring to the phrase "for Governmental

use and not f-or resale"in paragraph 2, Article 26, I just want

to have the following statement recorded: The Chinese Delegation

accepts this phrase only with thre undiegstandn tphat suplies for
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"governmental use" include supplies for administrative uses, supplies

for public works and all other types of government supplies which

are not for re-sale. That is all. Thank you.

THE CHAIRMAN: The Chinese view will be recorded.

Mr SHACKLE (UK) : I would like to say just this, Sir, that I think that

is to some extent paragraph5 of the covering report,

the third sentence: "The discussion on thisletter point was prompted

by the consideration that in some countries purchases of industrial

and other equipment of various types"--. I do not know whether the

covering report will be taken in the future as interpretative of what

the Articles are intended to mean, but that clearly implies a

construction of "governmental" which is somewhat like that which the

Chinese delegate would wish to see, I think.

Mr TUNG (China): Yes, it is in the report there; but I just want to

make that note so that there will not be any misunderstandingand at all.

THE CHAIRMAN: Thank you.Paragraph 2: any further comment? I take it

paragagph 2 is agreed. Paragraph 3 -- any comment? Paragraph 3

is agreed. Article 27 paragraph 1?

Mr SHACKLE (UK): The brackets, of course, stand there for the reason

which has already been mentioned in the report, that Article 28 is

itself there purely provisionally. Consequently, these words which

refer to it are similarly provisional.

THE CHAIRMAN: My attention has been drawn to the fact that in sub-

paragrah (b), the words following the word "after" in the fourth

line should commence a new line, since the wording there "after due

allowance in either case" refers not only sub-paragraph (b) but

also to sub-paragraph (a).
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MR SHACKLEE (UK): I think it mght helpmatters we had some more breaking

up in the lines in the followingparagraph. The sentence which begins:

"Members newly establishing any such monopoly"' is really a separate point,

so that, though I would not wish to suggest a seperate numbered paragraph,

I think we might have a newline there also.THECHAIRMAN: Any further comments onthisparagraph? I take paragraph
agreed? agree(d). Paragrpah 2. Agree(d)Article 28, as you see is in

square brackets in accordance with the relevantp paragrpah of the report, to

indicate that it is includedprorovisionally. I .take it that is agreed.

Agreed)That completes our examination of the report of the Sub-Committee

on State Trading. Againain, itme..ains only to thank thecommittee for their

very valuable work. You will recall that in view of the actioakn ten

arising from the work of the Technical. Sub-Committee iat was necessary to

prepare for inclusion in the report for publication a sectioealn goiwing with

the work of the Technical Sub-Committee.Adraft. draft has been prepared by

the Secretariat and has been circulated for discussion. I suggest that we

might now deal with that. meIt isP docuntIIE/C/T/C. /64. Part I is precisely

the same as in the draft of thme Sub-Committes's report itself, and I suggest

that wemight adopt that without further discussion. (Agreed). Part II is a

summary for the purpose of publication for inclusion in the report.

Shall we look at Part II?

MR SHACKLE (UK): Iwould like to suggest a small verbal change; it is in the

second. sub-paragraph, not the first, the fourth line: "If adequate time had

been allowed." I would suggest that it should read:"If more time had been

available"

THECHAIRMAN: The suggestedamendment is to delete, in the fourth line of the

second sub-paragrah, twhe ords "adequate" and allowed" and replace them

by "morae" and "available" respectively. So that the sentence would read:

" greater degree of unanimity might haveewbn possible if more time had been

available, Is that agreed to? (Agreed). Is there any further comment on

these two paragrpahs? I take It they are agreed? (Agreed). Article 9. Is
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there any comment on Article 9?

MR MORTON (Australia): The second part of Article 9appearingintheReport,

Mr Chairman, the first line, roads: "It wasa feltthat national treatment

could not be applieed to the procurement by governmental agenciesofsupplice

forgovernmental use and not for re-sale" I suggest that the world

"national is entirely opposite to what was intended and that the phrase

"most-favoured-nation treatment" should be used there rather than the words

"national treatment." It has reference to Article 8, which you will

remember has been agreed to read: "The provisions of this Article shall

not apply to procurement."
THECHAIRMAN.: This sentence is a direct quotation roRO the report of the

Sub-Committee itself, the second paragraph ofwhich did begin in precisely

thatway.

THE MORTON (Australia): Article, 8 as agreed to now would permit countries

making governmental purchases full freedom to purchase national products,

but no country should be entitled to use the most-favoured-nation consideration

in regard to governmental purchases.

12 SHACKLE (UK): Mr Chairman, I am not entirely sure that I have grasped

the point accurately. But the position as it appears to me is this.

Article 8 is not concerned with national treatment. It is concerned only

with most-favoured-nation treatment. It is true that it incorporates by

reference certain provisions of Article 9 which are concerned with

national treatment. When we came to discuss this matter in the Procedures

Sub-Committee the point was made that it would be difficult for many

countries to agree to a requirement of national treatment as regards

governmental procurement of supplies which were not for re-sale, and an

amendment was made in one sentence of Article 9 accordingly; a corresponding

consequential amendment was made in Article 8 so as to produce correspondence.

Then, when we came to deal with this matter in the State Trading Sub-Committee

we felt we had to deal with it on the lines which we had already seen when

we were considering the State. Trading Sub-Committee is report just now,

namely, paragraph 2 of Article 26 in paper T/22, which we have, just read:
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"The foregoing provisions of this Article relate to purchases by State

enterprises for re-sale." In other words, the principleof equality of

treatment of. commercial considerations applies to purchases by State

enterprises. for re-sale. It goes on: with respect to purchases by State

entcrprises for governmental use and not for re-sale members agree to

accord to the commerce of othermembers fair and quitable treatment,

having fulll regard to the relevent circumstances," which is a rather

looser phrase I hope that this explanation will have made clear the

positioneien which I conceive that matter has been left.

MRMORTON (Australia): Do I uderstand that by the words national tratment"

yoeu amean "universlity of treatment" and not just treatment on a national

basis?

MR SHACKLE (UK): No, by national treatment I moent the same sense in which

that term is commonly used eim,Mthealr in merci treaties or in - what shall

I say? - works about commercial treaties, namely, that it ans the same

treatment for a foreign product as is accorded to a national product.

MR MORTON .(Australia): I understood that to apply, in which case that sentence

iis correct.

THECHAIRMAN:Is there any futhuer comment on article? I take.it Article 9 is

areeed?(Agreed).

MRHAWKINS (USA ): Chairman, this ismore or less a point of procedure, but

Ihad understood that the report of the Technical Sub-Committeewas adopted

as a working docuemnt and that the whole matter was to eb referred to the

Drafting Cmomittee. I am wondering why now weare going into these Articles

her.e I should have thoguht that the appropriate disposition of the sub-

ject would have been to include the first two pargarpahs only, leaving the

whole matter for further consideration in the Drafting Committee. The.

discussion here, if that was thesense of the decision, was hatt anything

done here tends to prejudice or limit the freedom of the Drafting Committee

when considering this question.

RrRODIGUES (Brazil): Mr Chairman, in the Technical Sub-Committee I hadn

occasion to explain---

THE CHAIRMAN: The Dlegate of the United States has raised a point which
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is in affect a point of order, and I would like to dispose of that before we

go any further.

The United States delegatedelegate suggested that it was the decision

of this. Committee, when it consideredtheTechnical Sub-Committee'sreport

that the report sbeshould Iapproved as a working document only and should

be referred to be dealt with by the Drafting Committee in accordance with

its terms of reference.
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He has pointed out that by the inclusion in this report of any form of summary

of the work of the Technical Sub-Committee there is a danger that some of the

issues involved in those Articles on which there was difference of opinion

expressed may be prejudged, and he suggests, in effect, that we should delete

the whole of this report in so far as it refers to particuler Articles and merely

add, after the first two paragraphs of Part II, an explanation that the Committee

considered therefore that the report should be approved as a working document and

referred to the Drafting Committee for further examination. Would that be the

effect of what you would suggest?

MR HAWKINS (USA): Yes. My idea was that you could stop with the first two paragraphs

that they would really be self-sufficient, since they explain what the action had

been.

MR SHACKLE (U.K.): Might I support that suggestion of Mr Hawkins?

THE CHAIRMAN: Are there any other comments?

MRKUNOSI (Czechoslovakia): Mr Chairman, I would very warmly support the American

suggestion; I think it is quite right and the only really sensible thing to do at

this stage of our work.

MR JOHNSEN (Now Zealand): Would it be necessary to mention the numbers of the Articles

in question for the purpose of giving reference to them?

THE CHAIRMAN: They are covered in the first part of the report, where the Articles

referred to this Technical Sub-Committee are listed. Speaking as Chairman of the

Committee, I do feel that the suggestion Mr Hawkins has made is the correct one.

I think there would be real danger in any attempt to summarise the work of the

Committee, and that some injustice might be done to particular views or reservations

made by individual delegations; and I would therefore suggest, for formal reasons,

that it would be wise to adopt the suggestion of the United States delegate.

Do the Committee agree with that view? The proposal is that Part II of the

Report stop at the words "January 1947", deleting the words, "The substance of the

discussions is given below" and all subsequent material embodied in the report.

MR SHACKLE (U.K.): Including the concluding remarks, I gather?

THE CHAIRMAN: I think we could delete that part, too. Since the concluding remarks

also are in the working document, it does not seem necessary to include, them here.

I suggest that we delete the whole of the remainder. Is that agreed? (Agreed.)

The suggestion has been made that we ought perhaps to amend the first part of

the Report, in paragraph 5, to add to the last sentence, "The Final Report of the
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Sub-Committee was submitted to the main Committee and approve as a working

document." Is that Agreed? (Agreed.)

With those changes, then, I take it that this material for inclusion in the

report of Committee II isapproved. (Agreed.)

There remains only the consideration of the matter of "Relations with

Non-members". Here we havethe benefit of a report prepared for the considera-

tion of the Committee by Mr Sheackle of the UnitedgdKingdom Delegation. Would

you like to comment on this Mr Shackle?

MRSHACKLE(u.K).: Welll, Sir, I havr tried to make this paper self-explanatory

and really I think there is very little I would wish to add, but merely to

invite questions upon it. It tentativley suggests a kind of conclusion, which

is that we imght put into th epapre that comes out from Commtte II alternative

versions of the Article which is now numbered 31, but both, as it we,e in

square brackets, and entirely provisionally, for further consirdeation,

one bieng Article31 of the United States Draft Charter, the othrerbeing the

revised verison which is contained in the Annex on the last page of this paper.
THE CHAIRMANI think we might crystaliseour consideration of this question if

we turn to paragraph 5 of Mr Shackle's Memorandum, cn page 6, where hesummarises

the possible lines of action open to the Coimmttee and I think if we could

decide was too which of those threebpossibilities Committee Committee favours, it would

be then relatively simple. to decide the content of. the Articles concerned.

The possible lines of action open to, the Committee are referred to byMr Shackle

in the following way: " (oma) to mit from the draft convention any provisions on

the question, leaving it entirely to the general conference; (b) to include a

draft Article on the lines of Article 31 of the United States draft, with an

indication that it is no more than a possible basis for discussion by the

conference; (c) an alternatimve form of Article on the lingeesesuggested in the

Annex. Balancing the various considerations described above, the Committee

may, perhaps, feel it advisable to include in the draft convention both the

alternative forrns of draft Article indicated at (b) and (c)above, with an

explanation that these are submittd solely as possibele base for discussion by

the conference."

MR HAWKINS I should be inclined to favour (b), not that have any objection

to the draft as presented - in fact, I think it is pretty good - but for this

reasoWen. do not seen to be having the matter open for discussion at a later

conference if we start drafting nowd, an I should think the best way to handle
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this would be really to leave it open: to put the Article in the draft in

brackets, with the comment that this subject is left for consideration by

the World Conference.

MRKUNOSI (Czechoslovakia): Dr Chairman, in the general discussion of the

Conference and in the general discussion of this Committee we made it quite

clear that we considered this point of major importance, so much so that we

feel that even the practicability of those Articles on which we agreed very much

depended on this Article. Therefore I submiit to you, Mr Chairman, that we

should accept (a); and in so doing I would like to stress this point and insist

on the omission from the draft convention of any provisions on the question,

thus leaving it entirely to the general Conference to decide it, and making it

quite clear that we are doing so in view of the great importance of this

article for the whole result of the Conference.

MR HAWKINS (USA): Mr Chairman, I think that the history of this question is such

that to adopt alternative (a) and to put out a report in a draft that made no

mention of this question would tend to prejudice the question. There was a

provision in the draft Charter - Article31 - which the United States put

forward for consideration. Its complete emission would imply that there will

be no such provision or no provision of any kind on this subject in the

Charter. My sole point (and I do not think my view differs greatly from the

view of the delegate ofCzechoslovakia) is really to leave the question open.

I think the omission of the Article - the omission of any text or reference to

the subject - tends to prejudice the case in view of the fact that it was

included in the draft that we submitted.
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MR. MELANDER (Norway): Mr. Chairman, like the delegate for Czecho-

slovakia I would say that this problem with which we are now

deeling is of major importance, and I may say that our viewwas

and is that it would be very difficult to adopt anything like

the originally suggested Charter Article 31. On the other hand,

I appreciate the view put forward by the delegate of the United

States, that it would be better to just leave the text as it

was in the original Charter put forward by the United States

and make a specific point commenting upon it, to the effect
thant this question has been left completely open and that it is

open to further discussion at a later stage.

THE CHAIRMAN: You would support alternative (b)?

MR. MELANDER: (Norway): Yes.

THE CHAIRMAN:Any further comment?

THE VICE-CHAIRMAN: May I ask, is it the intention to leave it until

the world Conference?

THE CHAIRMAN I do not think that is necessarily the decision. It

is left at the present time. If the circumstances at the April

Conference were such as to make its consideration easier it

might be considered there, although it is rather hard to see

how, in respect of having the necessary information to determine

this question, we could be very much further advanced in April.

THE VICE-CHAIRMAN: I only ask this question for this reason: would

we have to say in the Report that we have left it entirely open

until we have had a World Confercnce, or do we say only that

we have left it entirely open, or do we say that we have left

it open for possible discussion at a later stage? There are

three things to choose from.

MR. MELANDER (Norway): I would suggest that we put in the comment

that we leave it open until a later stage - for discussion at a

later stage - and then it is up to us to see how things

develop, and we can consider all possibilities.
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MR. LECUYER (France) (Interpretation): M . Chairman, I agreewith

the opinion of theNorgweian delegate that under the circumstances

it is quite important to take no decision at themoment. I think

th best solution might be on of making an annxee to the text,

this annexe including Article31 of the American drfat .Thre-e

fore, the Committee would not take upon itself any decision

concerning this Article, whilebringing to the attention ofthe

Conference that such an Article did exist and should be

considered.

MR. SHACKLE (UK): On behalf of th United Kingdomdelegation I

should be prepared to accept the suggestion made by Mr. Hawkins,

and as to what is said in our Repot, I think wemight very well

say that the matter is loft open for a later stage.

MR. KUNOSI (Czechoslovakia): Mr. Chairman, I am very sorry, but I

feel that if leavethe text even in brackets it might still

give the impression that the United States delegation is still

beind this proposal, and I do not know if it is quiite a fact.

Secondly, it indicates anyhow a line of thought on this matter.

Why not simply just give an indication that there is room for

and that we inttoend put there an Article on relatiowns ith

non-Members, and leave it like that th the addition that
the problem ill be studied aned decided at a later stage or

at world Conference. I am rather reluctant to present this

publlished document with/ this Article as it is proposed by the

United States still intact in it, even if weput some kind of

remark in relation to it.

THE CHRMAN: The suggestion of the delegate of Czechoslovakia

would, as I understand it, mean that in the appendix there

would be a heading, "Article so and so - Relations with on-

Meembrs", and then a note that this questionwas/left for further

consideration at a later stage.

MR. KUNOSI (Czchoslovakia): Exactly.

58.



E/PC/T/C.II/PV/13

THE CHAIRMAN: Without any draft, either the, original American

or any alternative.

MR. HAWKINS (US)Mr. Chairman, Ithinkwe need to haveenough in

ther report to indicate the nature of the questio0w. I would be

willing to drop it from the text - note have it in the text - if

the Report indicates a little,more clearly hate the problem is

and the nature ofe th question, rather thanm simply saying

Relationsw -with non-Members".

THECHAIRMAN: As I understood the porosition of the delegate of

Czechoslovakia it concerned itself only ith the Article. If

agree on that, or if we could make a decision on what is to

be included in the appendix where the various draft Articles

are placed, we could then turn to the question of what should

be said in the Report I think it is fairly clear we should

want something rather more than that there.

MR. KUNOSI (Czechoslovakia): I agree with Mr. Hawkins's suggestion

that it should be clearly stated what the Articlewill be about.

THE CHAIRMAN: Could we agree then that it the appendix which

includes the draft Articles the only reference to this would

be the number of an Article and a heading, "Relations wth Non-

Members" ,with a note to the effect that this had been left

for further consideration at a later stage? Is that agreeable?

Then it will be necessary for us to decide that should be

said in the draft Report itself, and here it would obviously

be necessary to say rather more than that HasMr. Shackle

got a suggested wording that might do for the Report?

MR. SHACKLE (UK): Perhaps the simplest plan could be to quote the

original American draft Article in the Report, .and simply say

that consideration of the question which it raised as left

over.

MR. KUNOSI (Czechoslovakia): Mr.Chairman Ifeel have to thank

you and Mr. Hawkins for the great undrestanding you have shown
in seeing my difficulties
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THE CHAIRMAN: Will a Report in the terms suggested by Mr. Shackle
be acceptable? I take it that is agreed.

That disposes of the Report dealing with Relations with

Non-Membersand, I think we are very much indicated to Mr.

Shacklefor his work on this matter.

MR.JOHNSEN.(New Zealand) If I mightraise apoint of order at

this testa in connection with the question of Subsidies and

Stabilized Price Policies which we were discusgsin a short time

ago, I just wanted to place on record that the NewZealand
delegation had. submitted a paper on that, the number ofwhich
is E/PC/T/C.II/23. I have only to assume that itwas taken

into consideration by the Committeewhich considered that

subject, but I would like to call attention to it again, so

that it could be taken into consiedartion by the Inetrim
Drafting Comrnittee. Thank you.

THE.HAIRMAN:h I think it is desrable that in the formal part of

teh Report on these questions reference should be made to any

documentswhichwere before the Sub-Committee. I think that

is the usuals practice, and if referencewas not made to the

New Zealand document on this question, then I would suggest
that the Sercetariat be asked to include a reference to it

and to any other documents, formally submitted documents, w hich
erebefope the Sub-Committee.Will that meet your point?

MR. JOHNSEN(New Zealand):Yes,Mr, Chairman.
THECHAIRMAN:;Isthere any further business?

MR.HAWKINS. (US): There. is one matter of business, fully as

important as anything wehave done because it is so closely

relatedto it, and that is,.to express the admiration and

appreciation of the Committee for its Chairman. I thinwearek
deeply indebted to him. (pAplaues).

MR. VIDELA (Chiel): Mr. Chairman, Iwo uld like to say aw ord

eher and to pay a special tribute to yourwork, because the
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Chilean delegation is, I my say, proud to have nominated

you as our Chairman.

Also I should like to refer to the ladies accompanying us.

Iwould like to pay a special tribute to the ladies who have,

with their presence and their devoted and silent work, made

our duty more agreeable. In other times ladies and gentlemen

devoted their time, in looking for an escape, in the old and

pleasant game of "Labyrinthine" which one can still play at

the Hampton Court Palace. In our time expend our days and

nights in trying to find more and more " escape clauses....

And I must say that although this game is not so pleasant, we

just be grateful for the company of the ladies.

THE CHAIRMAN: I should like to thank the delegates for the kind

thiwngs which Mr. Hawkins said abwout about which they accepted.

I can only say that I have been happy to have been of service

to the Commeitte, and to assure you that the task which I have

had tohas been made easy by the very genuine assistance

and co-operation I have had from all members, and, furthermore,
all

by the very rel despire which theye/shownhave/to ork to a

ocon end in the olution of thevery difficult things with

which we have had to deal. Thank you. (Applause).

I ma sure all the delegationswill joinwith the delegate

of Chile in his thanks to the staff, male and female. (Applause).

The meeting is closed.

Themeeting closed at 5.58.
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MR HAWKINS (USA): Yes, subject to any limitations that there might be on

the loan. That is a question we had up atthe full Committee and there

I suggested that there would be no violation on the part of the buying

country if the loan was limited in its use to purchases from particular

sources. Anything that comes in there is on the part of the lending

country.

MR TUNG (China): If you omitted the words "or produces" what would be

the effect on the whole of this Article?

MR JOHNSEN (New Zealand): I cannot see the relationship of the words "or

produces" to the rest of the sentence.

MR TUNG (China): Yes; what we want to control are purchases and sales.

MR HAWKINS (USA): Yes; it might not affect it; but the purpose of it is

to cover cases in which there is a monopoly of production which involves.
or may involve, purchases from abroad, and in that case the obligation

on the State producer is to avoid discrimination in its purchases abroad

among foreign suppliers.

MR JOHNSEN (New Zealand): I think it would apply even with the words

"or produces" out.

THECHAIRMAN:It is difficult to imagine any case in which you would have

a State-run industry which never bought anything from abroad. Take

coal-mining: even there you are bound to buy your pit-props from abroad;

and it is a little hard to see that the addition of these words "or

produces" is really achieving anything.

MR JOHNSEN (New Zealand): If you look at it in relation to the second

part of that sentence it makes it appear even less necessary.

MR TUNG (China): Yes.

THE CHAIRMAN: Yes; if a nationalized manufacturing enterprise does not buy

anything abroad, then the Article simply remains inapplicable.

MR JOHNSEN (New Zealand): Yes.

MR TUNG (China): Yes; it is unnecessary.

MR HAWKINS (USA): The first part is descriptive of the kinds of State enter-

prises that you are taking about. The second part is the obligation on
21.
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those state enterprises as defined with respect to foreign purchases,

if any.

MR TUNG (China): I think the best definition of a State enterprise is that

given in paragraph 2, and I think that is enough.

MR HAWKINS (USA): The purpose of the second paragraph is not to cover the

kind of activity; it is intended to cover the degree of governmental

control. That is the purpose of that second paragraph.
MR. TUNG (China): Yes. I think we should deal only with State-trading

enterprises. The whole of the section is dealing with State trading.

MRHAWKINS (USA): Yes; but the point is that a State monopoly for the

production of a particular product may - and is likely also - to be a

trader to the extent that he buys from abroad. It is intended to cover

that kind of case. It has nothing whatever to do with what the pro-

ducing organization does in the field of production;. it relates only

to its foreign purchases.

MR TUNG (China): What I am afraid of is that activities in production

would also be involved in this appliication of the principle of

equitable commercial considerations; but as a matter of fact we want

only to control purchases and sales, not production. We do not want

to interfere with any production.

MR HAWKINS (USA): No, there is no intention here to do that. It is only

to the extent that a producing agency buys abroad; that is the whole

purpose of it.

THE CHAIRMAN: I must confess that I find it hard to see how these words

really introduce anything fresh into the Article. It seems to me rather

that if your state enterprise purchases or sells any product, then the

Article will apply in any case but if, on the other hand, it does not

purchase or sell products then the Article will not apply; so that, on

the face of it, I would be rather inclined to think that the suggestion

of the Chinese delegate is correct, and that we could have a considerable

simplification of the wording without losing any of the substance. I may

of course be wrong in that.
22..
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MR JOHNSEN (NEW ZEALAND): That would be my view also; and if you look at

it in relation to Article 8 (and this is intended to bring State

trading into line with article 8) it refers only to importation and

exportation.

THE CHAIRMAN: It is I think conceivable that you might have some kind of

state enterprises which were not really even commercial but which might

buy some things - I suppose missionary societies, for example - and in

that case it is difficult to see, even so, that the issue is affected

by these words.

MR HAWKINS (USA): I think there night be something in it from the point of

view of drafting. As I understand it, there is no objection here to our

requiring a state producing agency which does buy from abroad would

give fair and equitable treatment among foreign suppliers. There is no

objection I take it in substance; but it is a question of whether the

words referred to are necessary. Off-hand, I am inclined to think that

they are not and that you could drop, them without much loss, because it

is referring to any agency which imports, exports, and so on.

MR JOHNSEN (New Zealand): Yes. I think they could be dropped without des-

trying the sense at all.

THE CHAIRMAN:Without affecting the substance?

MR JOHNSEN(New Zealand): Yes.

THE CHAIRMAN: May we ask the Rapporteur to: consider that point further?

MR HAWKINS (USA): I think, off-hand, that it would be all right to drop those

words.

MR JOHNSEN (New Zealand): There is another question that arises and that is

in relation to the second part of that sentence, "or any Member granting

exclusive or special privileges, formally or in effect, to any enterprise, "

and so on, "shall accord to the commerce of each of the other Members treat-

ment" and so forth. Now one can contemplate a Member granting an exclusive

right to some private organization to import, in which case the Member could

not really grant most-favoured-nation treatment.
MR HAWKINS (USA): Paragraph 2 is intended to cover that.
MR JOHNSEN (New Zealand): It would all depend---
MR HAWKINS (USA): --- on the degree of control
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MR. JOHNSEN (New Zealand): Looking at that in relation to the previous

sentence, what is really intended I think is that the member granting:

such inclusive or special privileges shall arrange for most-favoured-

nation treatment m ±kx to be accorded in respect of imports, exports, etc.

MR. HAKINS (United States): If the member has effective control. It

is the member that has the obligation to use the control in such a way

as to conform with the Article.

THE CHAIRMAN: I am not quite sure whether a difficulty arises from the

change in wording which has been made here. Originally that sentence

in the A.rticle was in the passive and not in the active. I think as

a result of that the fact that themember itself would not directly

accord treatment which was in fact accorded by an enterprise which had

been set up is, so to speak, covered. Is not that so? The original

wording was: "If any Member establishes or maintains a state enterprise

or if any Member grants exclusive or special privileges,

formally or in effect, to any enterprise to import, export

purchase, sell, distribute or produce any produce or service,

the commerce of each of the other Members shall be accorded

nondiscriminatory treatment, as compared with the treatment

accorded to the commerce of any country other then that in

which the enterprise is located, in respect of the purchase

or sale by such enterprise of any produce or service."

From the drafting point of view I think that does get over the

difficulty to which the New Zealand Delegate has just called attention.

MR. JOHNSEN (New Zealand): That is right.

THE RAPPORTEUR: It is easy to put it back to the original while

substituting for "nondiscriminatory treatment, as compared with the

treatment", "treatment no less favourable than that. "

MR. JOHNSEN (New Zealand): I think, that is right.,

THE CHAIRMAN:. Are there any other points on Article 26? If nobody has;

any further points on Article 26 we might now turn to Article 27 so far

as it is dealt with in the portion of the Rapporteur' s report which we
24
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have before us. May I ask for any comments on Article 27.

MR. JOHNSEN (New Zealand): Is there any suggestion at this stage of

setting out a new draft of Article 27?

THE RAPPORTEUR: In that connection may I stay that it my understanding

that the sub-comittee had not procceded sufficiently far with

Article 27 to warrant an attempt to produceda new draft yet. The

purpose of the observation set down in the report is to record points

mentioned, questions raised and alterations agreed to in general,

without attempting to go any further, because. it was felt that the

whole matter was subject to further discussion at this meeting.

THE CHAIRMAN: In that case perhaps the best plan might be to go through

the numbered paragraphs on page four of the draft report which we have

before us and take them one by one. Firstly,

"1) The Sub-Committee on Procedure; is understood to

have agreed that Article 27 should be announced by the

addition of the words 'and preference' after the word

'tariffs' at the end of line 5."

Are there any further comments on that point? I think we have dealt

with a point akin to it in the case of making exception under Article

26 to the equality of treatment rule from preferential margins

in so far as they may remain after negotiation Apart from that, has

anybody any point on paragraph 1? Then follows:

"2) It was agreed that a modification of Article 27 would

be made to allow for restrictions of imports which are

connected with price control or rationing, whereby the

satisfaction of full domestic demand would be precluded."

Are there any further comments to make upon that?

MR. JOHNSEN (New Zealand): It is a matter of drafting something there.

THE RAPPORTEUR: It is a matter of drafting.We have not yet decided

just how to put it.

THE CHAlRMAN: "3) It was agreed that there should be appropriate

cross-references to other pertinent portions of the
Charter."
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I think we have already discussed that on Articlc 26.

"4) It was agreed to insert the words 'upon request' in

line 4 of sentence 1, followedin the word member.'"

MR. JOHNSEN (New Zealand): I think there we suggested we should add a
little more than that -- "upon request of any member having an interest

in trading in the produce concerned." I think you want to

indicate what type of member should have the right of making a request.

MR. HAWKINS (United States): It should be parallel language to Article 18.

MR, JOHNSEN (New Zealand): I think that would be as, well.

MR. HAWKlNS (United States): You would put exactly the same language in.

THE CHAIRMAN: "5) It was agreed that landed price' should be

substituted for 'price at which a product is offered

for sale in (a) of this Article."

I think that is a question which is closed, at any rate at this stage.

"6) A question has been raised of including, profit

as a factor to be considered in connection with the

negotiation of the margin. This is subject to

further discussion."

I had the impression that as a matter of principle it was agreed that

profit was a reasonable element to include. There was the question

how, if you said "reasonable profit" the reasonableness would be

determined, whether it would be a matter for the I.T.O. to settle

or whether it should be a matter for negotiation - or whether, indeed,

it might not be both. You might have negotiation about it, or,

alternatively, you might have reference to the I.T.C. in some case in

which it was considered that a monopoly was charging an unreasonable

profit. Apart from that I thought we had agreed (had not we?)

that reasonable profit was a reasonable thing to include.

MR. HAWKINS (United States): I think the only question was how to handle it.

I think that is agreed to. My own view was that is the sort of thing

which inevitably would come up in the negotiation, process when you are

trying to determine that margin.
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MR. JOHNSEN (New: Zealand): At this stage it was purely a matter of

indicating to the Organization what factor should be included

when considering the margin.

THE RAPPORTEUR: I did not attempt to claborate that because of the

rather extensive discussion which took place regarding it, and cause

there was some difference on the phrascology as it now is in the draft

whether after "due allowance" you insert words to make it read

"dur allowance for profit", or whether you want to take into considera-

tion, the profit and other factors involved. "Due allowance" would

imply - to me at least - that you would any so much for profit, so

much, for tax, and so much for this, that and the other thing;

..hereas consideration would involve looking at this as a factor.

I felt it was not quite clear from the discussion how that ought to

be left.

THE CHAIRMAN: It is rather a question of how the negotiations on a

margin would go. It might go in one of two ways. You might be

discussing something which corresponded to a protective tariff or an

overall margin, which wouldd included all the different elements of

distributive costs. If you were negotiating on the second point

You would have to set down, I take it, certain figures or percentages

which might be regarded to cover the distributive costs and it would,

so to speak, be agreed in the negotiations whether those figures were

to be regarded as reasonable or not. I should have thought myself

that as a practical matter that would be very difficult, and that a

negotiation which covered that element which corresponds to tariffs is

about as much as one could contemplate as a practical matter. I may be

wrong about that. If it was a question of negotiation a reasonable

profit does it follow that a reasonable profit at one timea would be

reasonable at another? Tile cost of borroing money, rates of interest

and so on vary from time to time, and for that reason it may that what

would be a reasonable rate of profit for state enterprise to make at one

time would not be reasonable at another. It is a little difficult to

contemplate a negotiation which, as it were, freezes the rate of profit.
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MR. JOHNSEN (New Zealand): You would really negotiate about the margin

over total cost and the total cost would include all factors -

including duty distribution of charges, or any other factor.

THE CHAIRMAN: In that you have to bring up, not exactly what your

trading account is but something like it to satisfy the other parties

as to what is a reasonable distributive cost and so on. It is

asking rather much, is not it?

MR. JOHNSEN (New Zealand: If you are going to get down to facts it is

the only basis on which you could determine it.

THE CHAIRMAN: Suppose you have it laid down in principle that your

margins are to cover - so far as they are not corresponding, to protective

tariffs - the actual cost and a reasonable profit, if there is some

recourse on what is reasonable you do not need to go into all those

factors in the negotiations. You could confine yourself to negotiating

something which corresponds to a customs tariff rate. Is that not so?

MR. JOHNSEN (New Zealand): I do not think we could introduce customs

tariffs into this at all. After all, that is a fixed factor.

THE CHAIRMAN: But that is bound to be one of tho elements of negotiation,

is not it?

MR. JOHNSEN (New Zealand): I understand this Article to cover the

situation after those tariff negotiations are completed. This relates

purely to the procedure under which a state trading monopoly operates

in importing and selling goods. The object is to ensure that the state

trading monopoly - which for some reason or other might not wish to

negotiate the importation ofgoods, in the minds of other interested

members - should not so increase the price of the commodity that it

restricts the quantity that might be sold or imported. Is not that the

case, .Mr. Hawkins? I understood that was the essense of this particular

Article. If that is not the ease I cannot see much use for it.

THE CHIARMAN: :I think that was our conception. We had felt that some of

the elements in this martin would not be determined by negotiation. They
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would be rather on the basis of matters of fact, in a sense, on

which there could be an appeal to the I. T. O. You would say distributive
costs are to be covered and it would'follow there that they must be

real costs - and, if necessary, must be justified to the Organization

as representing real costs. I agree that the profit margin does

rather complicate the question what is a reasonable profit margin.

There again I think our feeling was that that might be determined by

recourse to the Organization, and if it was felt in a particular case
that the profit been, charged was unreasonable you would then be left

to negotiate just what corresponds to a tariff. It does not follow

it would be merely and actually a tariff which you would nagotiation any

given case because it is conceivable that a state trading organization

might not pay duty. It is rather a question of bookkeeping and

procedure, as it were, whether it actually pays something which is

called a customs duty. You wont to make sure that whatever corresponds

to customs duty shall be negotiable.

MR. JOHNSEN (New Zealand): The position as I understood it was that it

would be any margin over the total cost, inclusive of all factors.

THE CHAIRMAN: I agree that the way in which it is worded here does seem

to imply you negotiate for the total margin and the negotiation, parties

review the elements of distributive costs. However, I am wondering

whether that is not very difficult as a practical matter of procedure,

and whether you have not got to cover some of this by general principles

such as saying that the costs must be real costs - must not exceed the

real costs. That would simply the negotiations a great deal. As regard

the profit margin, it does seem to me a little difficult to try to freeze

that for a long period. What is reasonable at one time may not be

reasonable at another.

MR. JOHNSEN(New Zealand): I suggest the easiest way to cover the

situation is to provide merely for the margin over total cost.

29.
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THE CHAIRMAN: In that case you would bring in there.reasonable element

of profit.

MR. JOHNSEN (New Zealand): That is included in the margin over total cost.

THE CHAIRMAN: Yes, and you include the profit in the total cost.

MR. JOHNSEN (New Zealand): No, the profit would be in the margin. It

would not be included in the total cost.

MR. HAWKINS (United States): That could mean a separate negotiation.

MR.JOHNSEN (NewZealand): That is If any member was so disposed as to

want to have a look at it.

MR. HAWKINS (United States): That was my conception, because profit is

a variable thing,as Mr. Shackle pointed out.

THE CHAIRMAN: Really as regards reasonable profit you would have, as it

were, two recourses. First of all you could negotiate it; and secondly,

if you did not negotiativeit you could, if you wished, appeal to the

Organization.

MR. JOHNSEN (New Zealand): You said "landed costs"' Previously. I think,

"may exceed the total cost of the product.

THE CHAIRMAN: .Are we agrued upon the general idea underlying that, that

the distributive costs element and the other costs element should not

themselves be subject to the negotiation? That what is subject to

negotiation is what curresponds to tariff plus possibly the reasonable

profit. If we agree that is the right way to have M it I think it

will mean some change in the drafting of this sentence.

MR. JOHNSEN (New Zealand): I think so, but I suggest we omitall

reference to tariffs, otherwise you just complicate the issue.

30.
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I should think that most governments would. not be in a position to

negotiated on the tariff after they had made trade agreements.

THE CHAIRMAN: No, except that in a particular case, of course, you may have a

state trading organisation already operating and not paying duties at the time

when you negotiate. If that is the situation you then have to negotiate

something which corresponds to the tariff which would have been charged under

private trade. Is not that so?

MR JOHNSEN (New Zealand): Yes. There again I think that factor would be taken

into consideration in arriving at the total cost.

THE CHAIRMAN: There is one point about "reasonable profit". I think I must

rather reserve for the purchasing departments of the United Kingdom their

position, as I do not know their views on the question of negotiating on the

rate of profit. I think it is possible they may see difficulties. They might

tend to say it should be a matter which could be taken to the I.T.O. but that

it was not a proper subject of negotiation. I do not know that they will say

it, but it is possible that they my, and to that extent I would like to hold

the position open and not be taken as committing, them.

MR TUNG (China.): Suppose a state enterprise puts out a certain amount of funds.

each year to ensure against possible loss which it might incur in the following

years, would you call that a cost or could you include that in the profit?

I think that should be considered as cost.

THE CHAIRMAN: It should certainly come in one or other of those two hands,

should it not?

MR TUNG (China): It is quite possible for a state enterprise to lose money, and

it often is the case. If they put it aside as a kind of insurance against

future losses it should be counted as cost and not be brought into negotiation.

What is your view on that, Mr Hawkins?

MR HAWKlNS (U. S. A.): I think you need to examine the.point rather carefully,

otherwise it would be possible for prices to be fixed so high as to build

up a huge reserve beyond any possibility of being absorbed by future losses.

But, on the principle as you have stated it, a charge to take account of

future losses, I should think that could properly be regarded as a cost.

That is literally what it is. It is not profits in thesense that shareholders
would get a profit. It is merely to event a deficit. I think from an
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accounting point of view you could regard that as a proper element of cost,

because there is always a danger, as you can see, of building up a reserve

which is much larger than is necessary for the purpose and ultimately declaring

an extra dividend - the sort of thing, that some private corporations have been

known to do. We are not, of course, talking about that; we are talking about

a reserve genuinely for the purpose of preventing, a deficit in future years.

MR JOHNSEN (New Zealand): Would not that be a case of providing in the margin or

making someprovision in it to cover contingencies? It is really not a cost;

I think it would have to be regarded as included in the margin between cost and

selling price.

THE CHIRMAN: If we are tryingto work all the way through this on the analogy of

what a private enterprise would, it, does it not fall within the profit rather

than the cost? One assumes the profit which a private trading concern makes is

sufficient to cover possible losses - at least, it is out of its profits that

ultimately the possible losses have got to be recouped. Is not that so? So

that nationally it should be rather out of the profits than the cost, should it

not?

MR JOHNSEN (New Zealand): What normally represents the cost is the margin between

the two.

MR HAWKINS (USA): The purpose is to ensure this "reasonable/profit" over a period

of years. I think that is right.

MR JOHNSEN (New Zealand): That would be a matter the subject of discussion with

any member particularly interested and who wanted to raise it.

THE CHAIRMAN: Yes; perhaps we can leave it there for themoment.
MR TUNG (China): Shall we discuss it again?

THE CHAIRMAN: : I think we shall probablyednemi:ie re-drafting of this passage,

shall we not, if we really accept the idea that the cost elements are not to be

actually within the negotiation but are to be governed by a general principle

such as that they must correspond to real costs. I am not sure whether we have

agreed to that or not, but I have the feeling that if we do not it is going to be

a very complicated negotiation. I would like to ask for further views on that

point. Do we contemplate that the figures to be inserted in the margin for

distributive costs are to be negotiated about?
32.
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MR JOHNSEN (New Zealand): I do not think they are subject to negotiation; I

think they would come under review should any member raise a question

regarding the margin, which is taken as profit over and above actual cost.

If he had any information which suggested that too much allowance was being

made for distribution of costs or anything: like that he would be entitled to

raise it.

THE CHAIRMAN: I have a feeling that the way in which the sentence is new

worded, to the effect that amember "shall enter into negotiations" with

regard to "the maximummargin by which the price for an imported product"

exceeds the landed price, after due allowance in either case for internal

taxes and for transpertation, distribution and other expenses", implies

that the actual figures to be put in for the internal taxes and

transportation and other expenses would all come into negotiation. I may

be wrong about that, though. I should have thought it rather desirable

to have something there which made it clear that they are not in the

negotiation, and if they are not in, perhaps one may have to say something

more to the effect that distribution and other expenses shall be the

actual expenses. Shall we just ask the Rapporteur if he would consider

that point further?

MR JOHNSEN (New Zealand) I would suggest that the position is covered if you

say "by which the price of an imported preduct charged by the monopoly in

the home market may exceed the total cost thereof to the monolopy

after due allowance is made for internal taxes" or these other items

mentioned here;and you could if you wanted to made someprovision for a

"reasonable margin of profit". Personally, I am inclined to think it is

not necessary, because that is covered in the margin between total cost and

selling price. You could makeareference to, duty when you were eneumerating

the other cost factors if you wished to do so. I think that could be

spelt out pretty clearly there without much trouble. Perhaps if we get

together with the Rapporteur, as in the case of Article 26, we might be able

to arrive at something.

THE CHAIRMAN: Perhaps we may leave it in that position. No, that has taken

in paragraph 6, and that brings us to paragraph 7. I think there is a typing
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error in the second line, where. "working average" should read "moving

average . I do not think there is anything mere to say on that, is there?

It does not affect the text of what we write in here in any case - the text

of the Article. Paragraph 8. Is there any, further point to discuss on that?

MR TUNG (China): what do we mean by supplies being available? I would like some

further explanation there.

THE CHAIRMAN: I think all this rather turns on what is written into the: other

provisions of the charter. One might assume possibly that there would be

provisions elsewhere in the charter sufficient to cover cases, shall we say,

of exceptional shortage of supplies whichmadeit impossible for you to

export at last to themeet the full external demand. It is a problem

which would arise on quantitative restrictions and export restrictions

as well as on state trading; so the question perhaps rather is whether we

should leave it to be discussed on the articless on particularly quantitative

restrictions or whether we should attemt to cover it separately here

34
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MR. HAWKINS (US): I understood the reason for including it was the

point made by someone here that you could not take the obligation

to supply the full domestic demandabsolute, because it might be

impossible. Therefore, this phrase was suggested simply to recognise

that point in principle. That is about all that is needed. You

hardly need to spell it out in detail as long as that obligation to

supply the full demand is qualified in that respect. I would be

willing to accept that as it is.

THE CHAIRMAN: We would insert the words "supplies being available."

We have an alternative to that in sentence (3)

MR. HAWKINS: It is a question of rendering the idea.

MR. JOHNSEN. As far as practicalle. There might be other reasons,

It might not be purely a question of availability. I think the

second alternative is perferable.

MR. HAWKINS: That is agreed.

MR. JOHNSEN (New Zealand): If I may revert to paragraph 7, the phrase

suggested there would require a little modification now. It talks

about account being taken of average prices. Average margins"

would probably require to be substituted there.

THE CHAIRMAN: I think what I had in mind in suggesting the moving:

average was this, that you would have really two averages. You

would have the average of landed price of a product as coming from

a particular source. You could have the average of the firsthand

selling price in the home market, and you would compare those the

average figures in order to verify whether the margin negotiated was

being observed. That at least was my conception of how it would

work.

MR. JOHNSEN (New Zealand): You would have to take those factors into

consideration in order to arrive at the margins that existed in

respect of previous transactions. I think it is the margins you

are actually making a comparison of.
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THE CHAIRMAN: The -%r in where it is negotiated becomes the fixed thing,

as an ad valorea percentage or as an actual money amount. I am not

sure how averages wouldapply to the margin itself.

MR. JOHNSEN (New Zealand.): This is something; that would have to be

settled in the light of experience really. The positions as I see it,

is that if any member wishes to raise the custom regarding the

margin being taken by a state traditionalmonopoly, it wouldbe considered

in relation to the margins that had been taken in respect of previous

transactions over a period..

THECHAIRMAN: ChiM: That is particularly of such things as distributive

costs, you mean?

MR. JOHNSEN ( New Zealand): The only way in which I could see that

they could proceed would, be to ask the state; trading monopoly to

producmirMatioAe some infommn as to the argins of profit, if you like to

call it profit, that had been taken in respect of previous trans-

actions.

THE 1: Tha does rggaise ha>in te uestion of just o;what ne

ans by thed"marinwom,saer.A". . hve used it ar,as fi'e have

tendedthinkto ust of it as just the equivalent of what corresponds to

the customs duty, the import duty element.

MR. JOHNSEN(New Zealand): I had not visualised tahataat ll. I had

visuaIised it as representing the margin between total costs after

allowing for all factors, including duty and the selling price. The

others are variable factors - distribution costs for example.

ThAIRMANae C That brings us back to what it is one negotiates about,

whether about the distributive costs and the rest of it, or whether

one confines oneself either to what corresponds to the duty or to

what corresponds to the duty and the reasonable profit. If you

assumed that the distributive costs, the taxes and so on are not

negotiated about, but are covered by six sort of general formula, it

then follows that you are left to negotiate about only what corresponds

to duty, and possibly the reasonable profit.
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MR . JOHNSEN (New Zealand): There is always the right to negotiate regard-

ing a tariff at any stage any country . night raise that issue. If the

other country is prepared to negotiate on the tariff , well and good.

the position, as I understand it, is that this paticular Article is

intended to cover the margin between the total cost and the selling

price so as to ensure that that should not be too great, or so treat

as to restrict trade unduly.

MR. HAWKINS (USA ): The idea was that the margin should be in state

trading enterprises equivalent to what the tariff was when the trade

was handled by private traders.

MR. JOHNSEN (New Zealand): In most cases, if the goods are for sale, the

state trading monopoly pay the same duty as any trade origanisation.

MR. HAWKINS (USA): In that case you would negotiate on the duty and

the margin would have to be such smaller than it would otherwise be.

MR. JOHNSEN (New Zealand): Would the duty be negotiable at that stage

in respect of individual transactions? You cannot alter the tariff

to fit in with any particular transaction, unless you cover it by a

trade agreement. After all, a country might create a monopoly for one

year, or even for less than a year, and then go back to state trading

or work the two in conjunction at some stage, in which case this

Article would not apply at all.

THE CHAIRMAN: I think there are perhaps one or two points one has to

bear in mind. One is that it is not necessarily to be assumed

always that a stage purchasing body will pay duty. In some countries

it well may not. In that case you have to provide something which

takes the place of the tariff that would have been paid had their

been private trading. You may not actually in some cases get the

tariff paid by the state purchasing enterprise on importations. It

my be, as it were, collected through its accounts.

MR. JOHNSEN(New Zealand): In other words, it would have to make

provision in its selling price to recoup itself for the duty
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which would otherwise be obtained , and in that case you would get back

to the fundamental issue, and that is the amount to be charged over

and above the total cost.

THE CHAIRMAN: Is it not still a question of dissecting the margin so

that some elements in it need not be negotiated about while others

need? If one wants to have practical negotiation, it is desirable

to simplify it as far as one can, and if there are certain elements

which are enerally recognised so that it is not necessary to negotiate

about them , you greatly simplify the procedure if you exclude them,

and that possibly might lead you to exclude the element of distributive

costs.

MR. JOHNSEN (New Zealand); Personally, in practice I cannot see the

question of costs of distribution entering into it as a factor.

THE CHAIRMAN: But one has to cover it in that case by some general

principle which says that shall correspond to real costs and not be

fancy figures.

MR. JOHNSEN (New Zealand): Would not that be a reflection on a state

monopoly to suggest that it shall represent the actual

THECHAIRMAN: It does in that case come down to a sort of residual

part of the margin which you negotiate about. One of those residual

parts would be the tariff, and the other might perhaps be the profit,

but all the other elements one would have thought it was unnecessary

to negotiate about.

MR. JOHNSEN (New Zealand): My own opinion is that there is only one

factor that could be considered, if the purpose of this Article is

to be achieved, and. that is the margin between total costs, including

all the elements that go to make up the total cost. We should spell

those out as representing duty, distribution charges, internal

taxation or anythig else, and the selling price.

THE CHAIRMAN: I do not think that really there is any difference of

substance here. I think everybody is really agreed.
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MR.HAWKINS: 'ThS: Yes.

IRMAN: We havediscussedparagrwpTHEWew dispcusgsed far~rah 8, so that that brings

usrt th ndaf thrArRappieur's.Arepr.e athere.y other

points we can usefulmy disecuss bfore we have the nextllinstaent?

We haeadpe alry coverembd a nuer of gepneral. oints The last

te we discussed satisfaction of deiand.

RAPPORTEUR(Mr.Amstrong):,mig,(EIi.'. -rtroriL): I Li ht say that in addition to the

oiaents gof tne Czechoslovak DeleLtion, we have just received this

irrini iruArn's oions on-.rticles 26dw 27, are, it *ill

probably be necessary to work in the Czechoslovak and Chinese

stagtements with reard to these matters.

THE uN: Will thatg ingvolve LoiAnL.baecto 4rticl 26 and re-

gdiscusinLthe text of it.

ORTEURTMrmAmstrong):R.E IIRTr. irx.trok.) I do not know that it will involve

uchmadiscussion. It is pri.ily a asater of interpretation.

General viepoint, is it not?

R. TUNG (China): Yes.

TE CHTmatR.N: Therc isoneg-..%aised by the gCzechoslovak DeleLate

gat thdae last eetinL I ce say it is covered in his observations

to which the Rapporteur has referred. It had to do with the

rcialexclusively cociam state tradinL ekntemrprises. I toK ., to

ean gmsuch purely tradinLnopolies, and he wished to exclude

monopolies wgose function was, sayog, that of collectn internal

revenue, ano on. I do not think vwecan profitally pursue that

furtheg in the absence of the Czgechoslovak Deleate. Perhaps it

a' cmome up next tie.

(Mr.Amstrong):TppORTEUR (h. strorm); I think we could possibly refoculate

and state in the report the points of substance which are raised

with reard to Articles 26 and 27.
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MR . SOBOL (Czechoslovakia ): I should be glad if this matter could

be discussed in the presence of Mr. Augenthaler.

THE CHAIRMAN : I think this brings us to the end of what we can

discuss now.

MR.. JOHNSEN (NewZealand ): Shall we be able to have copiesof the

state ments submiitted by the Chinese Delegate and the Czechoslovak

Delegates?

THE RAPPPORTEUR (Mr. Armstrong) : Yes

THE CHAIRMAN: Asregardsthe timeof our next meeting, I think we

must leave that to thesecretariat toarrange, because there is

such a press of business before the Conference that it is a little

difficult to fit in the meetings .

(The meeting rose at 12.58 p.m.)

End. 40.


