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THE CHAIRMAN: Our first task today is to deal with draft Article 22. You will

recall that at our last meeting we left this question because at that stage

the best the Rapporteur had been able to do then in the light of the discussions

was to produce an Article with three alternative drafts. Since we were able to

pick out three countreis who represented the main types of economic situation

contemplated by this Article, we asked the United Kingdom and the United

States and France to see if they could, after re-examining this matter, reduce

the number of alternatives. They have now submitted a draft Article on which

the Rapporteur has prepared a report. I suggest that we might ask the Rapporteur

to explain to us what it is that this Committee has done.

THE RAPPORTEUR: Mr Chairman, as you say, the draft Article itself is not put

forward really by the Rapporteur but by the "working party" of the three

countries; but they have explained it to me and I hope that I understand it,

and I will say a word on it, if I may. There are certain points on which

there are no difficulty. If you will look at draft Article 22, 1(a) and (b)

present no difficulty; they are common ground to everybody, I think. Let me

leave (c) on one side for a moment and turn to (d)(i) and (ii): they are again

points on which there is no difficulty, I think - they have been common ground

throughout the discussions. The ones which did present more difficulty (and on

which, I am glad to say, the three countries have put up a single text) are

1(c) and 1(d)(iii) and (iv). I will say something about that in a minute, if

I may. If we pass to 1(e), there is another point which we have got to decide,

and that is a provision for discrimination which was suggested by the Australian

delegation, and I am not quite sure, as Rapporteur, whether the Australian

delegation wish to press that or not, in view of the work which has subsequently

been done on the other Articles for nullification and impairment. That is one

of the points we have got to take up. I think I am right in saying that the

three countries did not include that in their draft and therefore (I do not

know whether I am speaking for them or not) it might be difficult for them to

accept; but I put it in in square brackets because the Australian delegation

had in fact put it forward for consideration. I would like to take up
them along with

paragraphs 2 and 3 and deal with/those bits which I have not yet discussed.

May I now say word or two on what I think is the solution which is put

before us?

The difficult problem that has had to be dealt with is the problem really
2
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of inconvertible currencies and the closely related problem of the transitional

period. The solution that has been adopted is not to make any specific reference

to the transitional period as opposed to inconvertible currencies but to run the

two together; and the problem really boils down to this: how far and under what
and

conditions/safeguards shall countries be permitted to discriminated in their import

restrictions - and there are certain correspondingproblems on the export side

we must boar in rind - in order to. makeuse of inconvertible currencies or inorder

to avoid piling up inconvertible currencies? There has been general agreement,

I 'believe, between the three countries concerned on the two major propositions:

first, that there must be some provisions of this kind, particularly to begin

with, because many countries have got inconvertible currencies, and secondly,

in the case of those countries who do a lot of trade with countries having

inconvertible currencies, they would find it impossible to develop their economics

without some power of discrimination. On the other hand, I believe all have

agreed that unless this power to discriminate is subject to very considerable

safeguard, it right lead away from multilateral trading to a perpetuation and

even extension of bilateral deals of a kind which it is clearly the purpose of

the Organisation to reduce to the barest minimum; and this is the solution

which I understand is proposed. On the export side, under 1(c), it is

proposed that any country should be able to attach conditions to its exports

which make it necessary for the purchasing, country to pay in the currency of

the selling country - a perfectly reasonable preposition - but it is necessary
take to

as one of the steps that a country might/avoid, if it wishes to, piling up

inconvertible currencies, and, it either will not be called discrimination or

will have a let-out here, as it were, if a country selling, its goods to another

country says, "You must pay in my currency". On the import side the problem.

boiled down to this. The safeguards which are put into this Article are, first,

that a country should impose discriminatory elements in its trade restrictions

only in so far as that was necessary to enable that country to buy more imports

from the countries with inconvertible currencies without cutting down its

imports at al from the countries with convertible currencies, and that is the

purpose of 2(d)(iii). The second safeguard as that these import restrictions

should correspond to exchange restrictions which would be permitted to the

member under the Articles of Agreement of the Fund; and this, of course, would

deal with a country in the transitional period under Article 14 ofthe Fund;
-3
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and that only in exceptional cases and with the prior approval of the Organisation,
in agreement with the International Monetary Fund, would a country which was not

imposing such restrictions be permitted to use the discriminatory elemaent in the

import restrictions for this purpose. Now, so far that would leave to country

with an inconvertible currency really simply under Article 14 of the Monetary
Fund but paragraphs 2 and 3 of the Article introduce further safeguards. It

is generally recognised that as the Charter as a whole would give all countries

greater possibilities for from and multilateral trading, it was right and proper

to say that right from. the word "go" any discriminatory measures of this kind

would be subject to review by the Organisation consulting with the International

Monetary Fund and subject to be withdrawn if' they were found to be used in a

manner which discriminated unnecessarily against the trade of another member.

Finally, in paragraph 3, in order to reduce this use of discriminatory

restrictions to the minimum, it is proposed that there should be a review of the

whole situation when three quarters of the members of the Organisation have

convertible currencies - it being, of course, then much easier for other countries

to do without discrimination -. and in any event before the end of 1951.

I hope I have understood it; that is my understanding of it.

THE CHAIRMAN: Thank you. Would any of the countries whose delegates participated in

the preparation of this compromise like to add anything to the Rapporteur's

explanation?

MR CLARKE (U.K.): I think the Rapporteur has explained it extraordinarily well.
MR GUNTER (USA): I agree.

MR BARDUC (France)(Interpretation): Mr Chairman, I should only like to add a few

words. I think that the three delegations which have worked. together in order to

prepare this text should thank Mr Meade for the understanding with which he has

translated the proceedings into a text, and we must say that this text is a

remarkable piece of work.

THE RAPPORTEUR: Mr Chairman, the Rapporteur would like to reveal the secret that not

every word in the text was written by himself'!
THE CHAIRMAN: I think it might simplify the proceedings if we get the Australian

delegate to tell us what his view is about the paragraph in square brackets.

12 PHILLIIPS (Australia): In view of the changes that we understand have been made

in Article 30 (that is the nullification and impairment Article) we are

4
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prepared to withdraw this Article. We think the provisions of Article 30 would

allow the Organisation, if it was satisfied that discriminatory restrictions

would be to the general advantage of world trade, to approve them under that

Article. We think there could be circumstances where discrimination would be

justified with the approval of the Organisation, and since that, as we understand,

is possible under Article 30, we would withdraw this section here. I am not

certain whether there right be some reference in the report to the point. It is

a matter which might perhaps be considered, but as far as the Article is

concerned, that is quite satisfactory to us.

5
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THE CHAIRMAN: Is it acceptable to the Committee that we ask the Rapporteur

to make a reference to this matter in his report?

MR. GUNTER (USA): We have no objection to a reference in the report.

THE CHAIRMAN: I take it that is generally acceptable.

MR. LOKANATHAN (India): I should like to have further clarification of

paragraph 7 (b), and I would like the Rapporteur to tell us more precisely

the conditions contained in paragraph 7 (b) of the report.

THE CHAIRMAN: Could we leave that for a moment? I think it would be wise

if we disposed of the Article and then dealt with the report when we are

fairly clear as to howmuch of the Article we are agreed about.

MR.BRONZ (USA): There is a typographical error in the draft Article

which may be confusing. In paragraph 1 (d),iii, the reference to Article

29 should be to Article 20.

MR. LOKANATHAN (India) I should like to have someclarification and

explanation on both subparagraphs iii and iv on page 6.

MR. CLARKE (UK): I think the point here is that there are two conditions

which discriminatory import restrictions have to meet. The first is the

condition that the restrictions are expansive in the sense that they enable

the country to import more than it would otherwise have been able to afford

to do. The second condition is that the discriminatory restrictions

are not more stringent than exchange restrictions which would be permitted

to the Member under the Articles of the Fund. The first of those con-

ditions is (iii); the second is (iv). There is then a proviso that

where the country is not imposing exchange restrictions, only (iii)

applies, but its general balance of payments situation has to be reviewed

by the Fund before it is permitted to improse the discrimination.

MR. GUNTER (USA): Noe. iii & iv refer to both exchange restrictions imposed

under Article 14 of the Fund - transition period -- or Article 8.

MR. LOKANATHAN (India): I was going to ask whether, in order that a country

may use discrimination, it should satisfy both(iii) and (iv)

6.
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MR CLARKE (UK): If it is imposing exchange restrictions at all under

Article 8 of the IMF Agreement, or under Article 14, then it must

satisfy both conditions. If it is not imposing exchange restrictions,

it is only allowed to discriminate in special circumstances, and under

condition (iii), and for a country which is not iposing exchange

restrictions, (iii) has to be satisfied in regard to the expansive

nature of the discrimination, and the discriminations also have to

carry with them the agreement of the Fund as well as of the Organisation.

7.
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MR. CLARKE (U.K.): The reason for the whole thing is the complex

situation which arose because of the existence of some curren-

cies being convertible and others being unconvertible, and the

view taken is that if a country with a convertible currency

wants to impose discrimination, then the particular set-up of

its trade with convertible and inconvertible currency has to

be examined by the Fund to get permission for the discrimin-

ation.

MR. LOKANATHAN (India): My only difficulty is that by applying both

3 and 4 together as a satisfying condition, you are practically

inviting a country to create a little exchange difficulty and

get satisfaction.

MR. CLARKE (U. K.): It could not do that without the approval of the

Fund.

MR. LOKANATHAN (India); I know that.Anyhow it is all right; I just

wanted to know.

THE CHAIRMAN: Are there any other questions for clarification?

Then can we take the Article paragraph by paragraph? Perhaps

the Rapporteur will read the first paragraph.

The Rapporteur then read from
"1. The provisions of this section.... "

on page 6, to "....only with the
prior approval of the Organisation
in agreement with the International
Monetary Fund. " on page 7.

THE CHAIRMAN: Are there any comments on this paragraph?

MR. CLARKE (U.K.): There is just one question on (d)(1), and that

is whether imports from other countries should be imports from

other members. If you say "countries", you are possibly

prejudging the question of relationswith non-members. Frankly,

it is a matter which the Sub-sub-committee has not discussed.

THE CHAIRMAN: I should have thought you were prejudging it more if

you put"members".

M. BARADUC (France); I think so.

THE CHAIRMAN: If you put "members", you imply that it would not apply

to non-members.

- 8 -



E//PC/T/C.II/QR/PV/6

MR. HELMORE (U.K.): I think the point is this: that this is an

obligation on members to do something. The question is

whether one wants to specify that this only applies in the
non-

case of members as against/members or members as against

all countries. In this particular case probably you are

right, that we should leave it as countries, since it

refers to a freedom. If this point is noted in the Minutes,

but notin the report, the Minutes will be available to the

Interim Drafting Committee and they will note the discussion

and the idea, and if they want to raise it as a matter of

drafting they can, but it would be better not to raise this

tricky point in the report which will probably be published.

THE CHAIRMAN: As an alternative, it might merely be noted for

reference to the appropriate committee of the Second Session,

that when the matter of relations with non members is being

dealt with, that this paragraph is one of the paragraphs to

which attention should be given.

MR. HELMORE (U.K.): Yes. Could that be noted in the Minutes of

this Committee and not in the report, which will be

published? I think it would be undesirable.

MR. GUNTER (U.S.A.): I understand the text will stay as it is?

THE CHAIRMAN: Yes, the tent will stay as "countries".

MR. PHILLIPS (Australia): These are exceptions from Article 21,

are they not? And Article 21 only prevents you from

imposing discrimination against members. The question is

already stated in 21, is it not?

M. BARADUC (France); Yes.

MR. HELMORE (U.K.): I think that further question - which I agree

is a penetrating one - is all the more reason for not trying

to settle this now, but leaving it to be looked at as almost

an editorial matter.

THE CHAIRMAN: Is there anything else on this paragraph? Can I take

it, then, that the paragraph is agreed? Agreed.

E follows. -9-
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THE CHAIRMAN: Paragraph 2: "If the Organisation finds, after consul-

tation with the International Monetary Fund on matters within the

competence of the Fund, that import restrictions or exchange restrict-

ions on payments and transfers in connection with imports are being

applied by a member in a discriminatory manner inconsistent with the

exceptions provided under this Article or, in a manner which discrimin-

ates unnecessarily against the trade of another Member, the Member

shall within sixty days remove the discriminations or modify them as

specified by the Organisation: Provided, that a Member may, if it

so desires, consult with the Organisation to obtain its previous

approval for discriminations, under the procedure set forth in Article
20, paragraph 3 (c), and to the extent that such approval is given,
the discriminations shall not be open to challenge under: this para-

graph". Any comment? I take it that paragraph'2 is agreed.
Paragraph 3.

THE RAPPORTEUR: "When three-quarters or the Members of the Organisation

have accepted the obligations of Article VIII of the Articles of

Agreement of the International Monetary Fund, but in any event before

31 December 1951, the Organisation shall review the provisions of this

Article, in consultation with the International Monetary Fund, with

a view to the earliest possible elimination of all discriminations

which restrict the expansion of world trade."

THE CHAIRMAN: Any comment?

Mr. LOKANATHAN (India) : It seems to me these last two lines "with a view

to the earliest possible elimination of alldiscriminations which

restrict the expansion of world trade" are much too general. I mean,

it seems to before a pious wish. I thought that with regard to this

specific matter of discrimination it would be desirable to confime our-

solves to specific restrictions which are likely to hamper trade

rather than the general statemrent "with a view to the earliest

possible elimination of all discriminations which restrict the

expansion of world trade", because we are dealing with Article 22.

I would suggest we restrict it in that way: possible elimination of

all discriminations under this Article.

Mr CLARKE (UK): May I make a suggestion here with a view to meeting
10.
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the Indian delegate? Instead of saying "with a view to the earliest

possible elimination of all discriminations which restrict theexpan-

sion of world trade", say"earliest possible elimination of all

remaining discriminations which restrict the expansion of world trade".

THE CHAIRMAN: "Discriminations" is a very general term. It would cover

not only the discriminations providedfor in these exceptions, but

all sorts of other discriminations. I mean the fact thatit comes

under this general heading may be sufficient, but it would appear to

me necessary to say "the elimination of the discriminations provided

for in this Article".

THE RAPPORTEUR: I would even go so far as to suggest that it is the

discriminations under 1 (d) of this Article.

THE CHAIRMAN: Presumably some of them - 1 (a) - you would not want.

THE RAPPORTEUR: 1 (a) would stay, surely. 1 (b) is commodity agree-

ments. 1 (c) is hardly a discrimination.

Mr CLARKE (UK): It is really (iii) and (iv).

THE RAPPORTEUR: I should have thought it was 1 (d) (iii) and (iv).

I mean, let us say what we mean. Is not that so?

Mr CLARKE (UK): Yes, that is right.

THE RAPPORTEUR: I should say "with a view to the earliest possible

elimination of discriminations under sub-paragraph 1 (d) (iii) and

(iv) of this Article".

THE CHAIRMAN: The Rapporteur suggests that we delete the word "all"

and delete the words " which restrict the expansion of world trade",

and insert after " discriminations" the words "under sub-paragraphs
1 (d) (iii) and (iv) of this Article".

Mr GUNTER (USA): Is it clear that the provded clause is part of (iv)?

THE RAPPORTEUR: MrChairman, I should say it is certainly part of (iii)

and (iv).

Mr CLARKE (UK): I should have thought youstill do need the words

"which restrictthe expansion of world trade".

THE CHAIRMAN: Restrictions under those sub-paragraphs which restrict

the expansion of world trade?

Mr CLARKE (UK): Yes.
11.
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THE CHAIRMAN: I think that will do.

Mr CLARKE (UK): -"of discriminations under sub-paragraph 1 (d) (iii) and
(iv) which restrict theexpansion of world trade".

THE CHAIRMAN: Well, will that meet your point? Is that acceptable to

the other delegations? (Aftera pause:-) Is paragraph 3 as amended
agreed? (After a pause:-) That completes Article 22.

THERAPPORTEUR: Mr Chairman, I suggest that weshould takeArticles16

and24 next, because they are the same type of subject. I donot

think they will take any time, becausewe have been through them

before. There is one chance suggested inArticle 20: a new para-

graph hasbeen added at the end since. Otherwise it has beenapproved

by the Subcommittee, and I doubt whether we need go through it again.

It is page 29. There is a new paragraph put in at the end of

Article 20 which was suggestedby the working party of the three

deleagtions which put forward the proposal we have just been discuss-
nig for Article 22 . The ponit wasthat in that nicely balanced

compromise,if I may so call this, it was thought that the addition

of these words here would just make the balance perfect. I think

perhaps they speak for themselves.

THE CHAIRMAN: Any comment on this suggested addition to Article 20.

THE RAPPORTEUR: I willread it: "In the early years of this Charter all
Members will be confronted, in varying degrees, by problems of economic
adjustmentresulting from the war. During thisperiod the Organisation

shall, when required to take decisions under thisArticle or under

Article 22, take full account of the difficulties of post-war

adjustment which face the members concerned."

F
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MR. HELMORE (UK): As I was not a member of the working party perhaps

I might be allowed to suggest that their enthusiasm for a nice

balance made them forget that they ware writing this as an Article

of a Charter, and it seems to me rather inappropriate that a

Charter should just make a statement of fact, and if it does not

upset thd balance I suggest that we ought to adopt the drafting

procedure which has been followed in nearly all other Articles

by beginning "Members recognise that".

THE RAPPORTEUR: As far as the Rapporteur is concerned, Mr. Chairman,

I should suggest that is an improvement.

MR. PHILLIPS (Australia): I might point out that the Articles of the

Fund have a rather similar provision which is in the form of

"The Fund shall recognise".

MR. BARADUC (France) (Interpretation): It is for this reason, Mr.

Chairman, that the French delegation is sorry not to be able to

agree with the Chief of the United Kingdom delegation, and we ask

that the present text be maintained.

MR. HELMORE (UK): I do not press my amendment in the least. I can

only express my sorrow at this departure from logic on the part

of the French delegation.

THE CHAIRMAN: What did you say the provision was to which you

referred, Mr. Phillips?

MR. PHILLIPS (Australia): Article 14, Section 5.

THE RAPPORTEUR: Is there not some misunderstanding? I understood the

United Kingdom delegation suggested that the first sentence should

begin with "Members recognise that", but that the second sentence

should stay as it is, and it is the second sentence which says

"During this period the Organization shall . . ......take full

account of the difficulties" . It is merely the first sentence
which says the Members recognise there is this difficulty.

MR. PHILLIPS (Australia): If so I withdraw my point. I misunderstood.
THE CHAIRMAN: Does the French delegate still feel that the United

Kingdom suggestion impairs the sentence?
MR. BARADUC (France) (Interpretation); We can accept it, Mr. Chairman.

13



E/PC/T/C.II/QR/PV/6

THE CHAIRMAN: It is suggested we insert before the words In the

early years" the words "Members recognise that", the second

sentence beginning, "During this period the Organization shall"

etc.

THE RAPPORTEUR: Should I remove the square brackets then?

THE CHAIRMAN: It is proposed that we remove thesquare brackets. Is

that agreed?

THE RAPPORTEUR: Mr. Chairman, the rest of the Article is exactly

as we have left it with the changes that were proposed, verbatim,

last time. I do not know whether the Sub-Committee would wish in

those circumstances to go right through it again. I suggest it

is not necessary.

THE CHAIRMAN: Is it agreed that as we have dealt with this Article,

with the exception of that one additional paragraph, before, and

approved it, we pass now to Article 23, page 33 of the document?

Is that acceptable?

THE RAPPORTEUR: Article 23, Mr. Chairman, is in exactly the same

state as Article 20; that is to say, I have incorporated the

verbal changes which were all agreed at the last meeting of the

Sub-Committee, and I doubt whether it is necessary to go through

it again.

THE CHAIRMAN: I notice a square bracket in the middle of Para. 3.

THE RAPPORTEUR: Yes, but you will see Note 2 at the end of the

Article. We suggested this should be maintained and that it was

really at a later meeting of the Preparatory Committee that one

should consider whether it came up or not. I suggest the Article

might stand as it is, with/the notes as they are. Oh, I beg your

pardon: the two notes to the Article are two new pieces of

drafting for which I am responsible.

THE CHAIRMAN: Could we look then at the notes?

MR. GUNTER (US): I was just wondering if/there were not more than one

delegation which reserved its position on the question of common

14
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membership. Australia did, I thought, and we meant to reserve our

position on that, too.

THE CHAIRMAN: Will the delegations which did wish to reserve their

position please indicate?

MR . LOKANATHAN (India) : I think we did, not because we are opposed to

it, but becausewe have not made up our minds about this.

THE RAPPORTEUR: Shall I say, Mr. Chairman, "some delegations wished
to reserve their position"?

THE CHAIRMAN: Yes.

MR. HELMORE (UK): Mr. Chairman, if you want to make this appear less

of a disagreement on principle and more as an inability to make

up our minds in present conditions, so far as my delegation is con-

corned I would be willing to have the words "The Committee wished
to reserve its position", since it largely depends on a question of

fact, as in note 2.
(Australia):

MR.PHILLIPS : /: Perhaps we could accomplish what we have in mind by

changing the word principle" at the end of the first line to

"requirement" . I do not think anybody has any real objection to

the principle. It is just the question of whether it should be

MR. GUNTER (US): We have some doubts about the principle and wish

to reserve our position onthe principle.

MR. PHILLIPS (Australia) : Our minds are running onthe requirement,

and not the principle.

THE CHAIRMAN: I think it would be reasonable to say that all delegat-

ions were agreed that it would be convenient if all the Members/of
the organization were members of the Fund, but therewere doubts

about whether it should be made a requirement.

MR. PHILLIPS (Australia): That is right.

THECHAIRMAN: : I am not sure whether that does not constitute a

principle. It would be, as a matter of expediency very helpful
if everybody was a member of both.

15.
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MR. HELMORE (UK): I believe when we come to look at the

Rapporteur's draft Report on Article 23 that the words there
will be found generally acceptable to all the members of the

Committee, and that these notes to the text might just be

omitted. Can we return to this when we have looked at the

Rapporteur's Report, and in the light of that deside whether

an actual note to the text is necessary?

THE CHAIRMAN: I do fool there is some merit in a case like this

in having a note to the actual text. It differs rather from

some other comments which are made on the text, because it

does affect the whole basis of the text, and I think it would

be valuable, therefore, to have a note to it, but we might

return to the wording of the note after we have had a look

at the Rapporteur' s/Report, since we may be able to just transfer

from one place to the other the appropriate words. Would that

be agreeable, that we return to Note 1 after we have dealt

with the Rapporteur's Report on this matter?

is the second note all right?

THE RAPPORTEUR: It might be treated in the same way, Mr. Chairman.

THE CHAIRMAN: I suggest we leave this then until we have dealt

with the relevant note in the Rapporteur's Report.

16.



E/PC/T/C. II/QR/PV/6

THE RAPPORTEUR: I suggest we consider whetherwe want to look at Article 21.

I imagine not. lt is a non-controversialArticle which I think we passed,

as it stands, at our last meeting. I presume that stands. There is one

verbal change which the United Kingdom Delegation suggested,which I

incorporated. We agreed that verbally?

MR.HELMORE (United Kindom): Yes.

THE CHAIRMAN: Is that agreed? No one wishes to reopen Article 21?

THE RAPPORTEUR: we come now to Article: 19, which is I believe the only one

remaining, on which there are to my knowledge two points which I believe

certain Delegations may wish to raise.

MR.HELMORE (United Kindom): Before we go on to Article 19, which might be

distinguished from the remainder of the Articles as being more a matter of

general commercial policy, and less a matter arising out of the general

exchange trouble, I wonder if it would be convenient for us, while he

exchange clauses are fresh in our minds, to look at the Rapporteur's

report on the Articles we have just dealt with, and keep Article 19 and

the report on those Articles separate.

THERAPPORTEUR: I think there is very much to be said for that we shall be

dealing with the whole system of thought together, which is verymuch casier.

THE CHAIRMAN: That seems a useful suggestion to me. Is that agreecable to

Delegates? Then let us turn to the Rapporteur's report. Shall we work

through from Article 20 on page 8?

THERAPPORTEUR: I would suggest working, through from Article 20.

THE CHAIRMAN: I suggestwe take this paragraph by paragraph. I think it would

probably assist Delegates if we asked the Rapporteur to read the paragraphs.

It takes a little longer, but it make certain that people are familiar with it.

MR. TUNG (China): I was requested by the Secretary to be present here as an

observer. I do not know whether I am to be allowed to present my views to

the Sub-Committee or in the full Committee.

THE CHAIRMAN: I think the reason we asked the Secretariat to invite the

Chinese Delegation to be represented here today was that they did put forward

in a document certain proposals affecting Article 19, which the Sub-Committee
17.
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considered at its last meeting. But it was felt that in fairness to the

Chinese Delegation it would be wise for the Sub-Committee to have the

opportunity of hearing the Chinese view expressed personally, and we did

ask the Secretariat to invite the Chinese Delegation to be represented here.

That, as I pointed out, affects Article 19.

MR. TUNG (China): We have also suggested amendments to Article 20; and we also

suggested certain additions to be inserted on Article 20 of the American

Draft Charter. I do not know, how far the Rapporteur has taken consideration

of our amendments to Article 20. The amendments suggested by the Chinese

Delegation were circulated as document C.II/W./49. If I am permitted to

speak here I would like to explain that briefly.

THE CHAIRMAN: If you would allow us a moment we may be able to tell you, before

you begin, how far the points that you have raised in the memorandum have

in fact been provided for in the revised text. For instance, the first

sayspoint which you set out in that document/, "We suggest an amendment to

paragraph 2" . I think it is correct to say that the point you make in

that amendment is provided for in the revised draft. Therefore, if you could

just allow us a moment we might be able to tell you what the position is

with regard to the remaining amendments, and thus save your time and that

of the committed. Could I ask the Rapporteur to comment on how far

the present draft does embody the Chinese suggestions?

THE RAPPORTEUR: I think that in our draft we have met the first point which

the Chinese Delegation raise in their document on Article 20, paragraph 2.

The Chinese delegation say that under the United States draft Charter the

application of the measures for protecting the balance of payments would last

up to 31st December, 1945. In our draft there is no distinction of period

at all. The country can at any time impose import restrictions, both

before or after a transitional date. In fact, there is no distinction

between a past transitional period and a post transitional period. In the

light of the criteria which we put down in paragraph 2 of our redraft of

Article 20 the member decides whether, in accordance with those criteria, it

should or should not impose restrictions, and it does that at any time.
18.
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The second suggestion made by the Chinese Delegation, for the deletion

of sub-paragraph (c) of paragraph 2 of Article 20 in the United States draft

Charter, is a point that we have not met; because if I understand it aright,

this means removing the right of a member to bring a complaint, and to get

the Organization, in consultation with the Fund, to say that the restriction

is being imposed in a way in which it should not be imposed, and to get the

restrictions modified or withdrawn.

The third suggestion made by the Chinese Delegation, for the deletion

of paragraph 4 of Article 20 of the United states draft Charter, is really

met in substance I think. At least, half of it is met and half of it is not

met. I am not sure which half it is the Chinese Delegation wishes to delete.

Paragraph 4 of Article 20 of the United States draft Charter says:

"... the Member maintaining or imposing sucn restrictions shall

apply them to all important products in a manner as nearly

uniform as practicable and shall in no event apply them in

such a manner as would prevent the continuous importation in

minimum commercial quantities of any product (a) if imports

of the product are supplied principally or in important part

by any other member or Members, or (b) if imports of the

product are important to the maintenance of the economy of

any other Member engaged in exporting the product to the

Member maintaining or imposing such restrictions."
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In our draft we have made it quite clear beyond, all doubt that a country

can select the imports for restriction which it wishes to import, and

to that extent we have quite changed the balance of this suggestion in

the United States draft Charter. On the other hand, we have maintained

the idea that minimum quantities of the imports shouId be allowed in even

when you are restricting, them. I think the answer is that on the three

points, the first point is really covered, the second point is not

covered -- and there is general agreement in the SubCommittee that it

should not le covered -- and in the third point, one of the two ideas is

covered, and the other of the two ideas is not covered. I do not know

whether that is at all intelligible.

MR. TUNG (China): What about the additional Article whichhe have suggested

with regard to industrial development?

THERAPPORTEUR: I have said in anyreport that the work of the SubCommittee

was based on the assumption that the problem of ensuring adequate support

for industrial development, which was the subject of study by the Joint

Committee of Committees I and II, would be adequately covered in other

Articles. I think that was the assumption on which we based ourselves.

THE CHAIRMAN: It should be noted in connection with that, however, that

we did receive from the Joint Committee on Industrial Development a

message asking us to make certain provision in the quantitative

restrictions section for the position of a country going through a process

of industrial development there that was likely to create balance of

payments difficulties for it. The Committee examined that question,

an provision has been made to cover that point in the relevant Article

of this section. Therefore, I would feel that it would not be proper

for us here to consider any further change relating to industrial

development. It was the function of the Joint Committee to consider

industrial development, and I believe it was proper for them to advise

us of what provision they wished us to make. If the provision that

they have asked us to make is not adequate, then I believe the fault

lies with the Joint Committee, and we would not be, in any opinion, acting
20.
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within our rights in adding anything further for the purpose of

providing for industrial development. I suggest, therefore, to the

Chinese Delegate that he doesnot raise that matter here. If he feels

it is unsatisfactory, I think the proper place to reopen it is either by

reservation on the report of the Joint Committee on Industrial Develop-

ment, or in the full session.

MR. TUNG (China): May I raise one or two points arising out of the

Rapporteur' s answer? ..s I understand it, in the draft there is no

fixed date. It is the transitional period you are talking about.

THERAPPORTEUR: what I meant to say was that our draft Article 20 contains

no transitional period at all. The rules are the same all the time.

country can impose import restrictions to safegrard its monetary

reserves and its balance of payments. It can impose them on its own

initiativeall the time.

MR. TUNG (China): Until the goal is achieved?

THERAPPORTEUR: Until that is done. Iam sure that point is met.

But we do maintain, and have put a great deal of stress on, two points.

The first is that the International Trade Organisation, in consultation

with the Fund, can arrange, whenever it wants, for consultation between

it and the member imposing, the restriction, and can suggest other ways

in order, not to take them off, but in which it might meet the problem.

Secondly, we have maintained --and I think I am right in saying the

Sub-Committee has attached quite considerable importance to this point --

a procedure whereby any country which can make a prime facic case for

the ract that its commercial interests are being adversely affected by

the action of the other member can make a complaint that the import

restrictions are not necessary to the other member on balance of payments

grounds, and when that has been considered by the Organisation, in

consultationwith the Fund, the Organisation can recommend the withdrawal

or modification of the import restrictions, and if they are not withdrawn

or modified, then the Organisation can release other Members from some

of their obligations towards the country imposing the restrictions.
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MR. TUNG (China): May I ask whether such a consultation is a previous or

a simultaneous consultation?

THE RAPPORTEUR: The consultation is to be normally previous consultation

when it is a question of a country imposing import restrictions for the

first time, which has not already imposed them, except that we say there

that where that is impracticable, the country undertakes to consult

as soon as possible after it has imposed the restrictions. In the

case of a country which is already imposing restrictions on balance of

payments grounds, the consultation is taken on the initiative, not of the

Member, but of the Organisation, andthe Organisation will ask the Member

to consult at any time.

MR. TUNG (China): We are opposed to previous orsimultaneous consultation,

for the folloiwng reasons. When we say that Members are affected, how

do we know they are affected, until a certain measure has been imposed

for a certain period of time? It is only when it has been imposedfor

a period oftime that we can tell fromthe facts and statistics whether

that Member'strade is affected. If we provide for previous or

simultaneous consultation, a Member might put forward pretended reasons

which we would have no means of checking. In principle I amnot

opposed to consultation, but I on opposed to previous or simultaneous

consultation. In my suggested draft of Article 20, there is provision

to the effect that after a certain period of time, any Member affected

may bring up complaints. What is what I meant.

MR. HELMORE (UK): I think there has been a misunderstandinghere. There

are two kinds of consultation which apply under this Article. The first

is, broadly, the question of whether three should be balance of payments

restrictions or not, and that is consultation with th Organisation and,

through it, with the International monetary Fund. There we do aplly

the procedure described by the Rapporteur. The other kind of consultation

is where another Member considers his trade is unnecessarily damaged, and

clearly that is subsequent consultation, because it is not until the
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restrictions are on and the damage has taken place that he has any

complaint to raise. First, there is the question of whether the

application of restrictions is justified by the facts of a Member' s

balances or reserves, and on that there are provisions as described

by the Rapporter; but secondly, consultation on whether there is

unnecessary change to the commercial interests of another Member takes

place on the initiative of that Member, and clearly it is subsequent

to the imposition of the restrictions.

MR. TUNG (China): Thank you, but with regard to the imposition of

restrictions, shall we consult with the Organisation, or not?

THE CHAIRMAN: The requirements are that you should consult the

Organisation beforehand, if it is practicable. If it is not

practicable, then you undertake to consult them as soon as possible

afterwards. Those are the provisions of the Article as at present

drafted.

MR. PHILLIPS (Australia): The Organisation -- not the other Members.

THE CHAIRMAN: Discussions with the Organisation, and not necessarily
with the other Members.

MR. TUNG (China): How does the Organisation know the effect of any

quantitative measures or even tariff adjustments? I am not

opposed to the principle of consultation. I believe it is right.

But if it is previous or simultaneous consultation, I think that

consultation will delay the measures, and the Member affected may

have to wait years to impose a measure that it wants to put through in

weeks.

THE CHAIRMAN:We have a big programme of work, and I think we should

note the Chinese Delegate's point on this matter. It is a matter

which has been discussed here. We realise some of the difficulties,
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and it may be necessary fur the Chinese Delegation, and other Delegations,

to reserve their position on this. If we embark now on a discussion of

this point, which has already occupied The Sub-Committee a considerable

time, it will not be possible for us to go through the report of the

Rapporteur on the matters which, as Chairman of Committee Iam very

anxious to get finalised, even though we are aware it may entail some

reservations. Could we note the Chinese Delegate's point and invite him

to reserve his position on that?

MR. TUNG (China): Yes, I will reserve my position, and also on the additional

Article.

THE CHAIRMAN: We will now go through the report on Article 20. Paragraph

1 reads:

(The Chairman read Paragraph 1)

Is there any comment on that paragraph? If not, I take it that it

is agreed.

(Paragraphs 2, 3, 4, 5, 6, 7, 8 and 9 were read, and agreed)

24.
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Pragraph 10 was read by the Rapporteur

MR. HELMORE (U.K.): In the last line but two, should not "Member"

be in the singular?

THE RAPPORTEUR: Yes, I beg your pardon.

THE CHAIRMAN: That correction will be noted. In the sixth line

of paragraph 10 - "agreed between the member and the

organization".

Paragraph 10 agreed.

Paragraph 11 was read by the Chairman.

MR.PHILLIPS (Australia): May I make a drafting suggestion? The

second and third lines seem to me to carry an implication

that a member can complain about another member because it

is trying to safeguard its position.

Mr.Phillips then read a suggested
alteration to this sentence.

THE CHAIRMAN: It would be better to say "that anotherMember was

applying restrictions in circumstances which did not warrant.."

or "were not necessary".

MR. PHILLIPS (Australia): Anything of that kind. I will leave

it to the Chairman.

THE RAPPORTEUR: What about "applying restrictions unnecessarily"?

MR. HELMORE (U.K.): I would prefer the suggestion made originally

by the Australian delegate.

THE CHAIRMAN: It seems to me that a complaintmust refer to an

action. I think Mr. Neade's suggestion that another member

was applying restrictions unnecessarily, or applying restric-

tions when they were unnecessary to support its external

balance of payments, is better.

MR. HELMORE (U.K. ): Yes.

THE CHAIRMAN: Then the first sentence would read:

"It was widely agreed that it should be open
to any member to bring a complaint to the
Organization that another member was
applying restrictions when they were
unnecessary to safeguard itsexternal
financial position."

Is that amendment accepted? Any other comments?
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MR. LOKANATHAN (India): I have a little difficulty with the

second sentence. In the first sentencewe allow a member

to bring a complaint, but only if its commercial interests

are affected, on the basis that the other Member is using

restrictions which are net necessary to safeguard its finan-

cial position. If that is the criterion, we ought not

here to bring a new criterion that its own commercial

interests should be adversely affected because it is quite

conceivable that its own commercial interests might not be

adversely affected and yet, on a point of international

organization, it is open for the Organization to say that

such and such amember is not entitled to use restrictions

because they are unnecessary.

THE CHAIRMAN: I would remind the Indian delegate that this point

was discussed very fully. Memberswill recall that

that condition arose from the suggestion that there was

some obligation on a complaining member to establish some-

thing of a case. It was pointed cut that they could not be

expected to show that a country was or was not in balance

of payments difficulties but, in order to protect the

Organization from trivial complaints, and in order to place

some obligation of proof on the complainingmember, it was

felt that the last that should be required of then was
that

that they shouldshow/what another country was doing was in

fact imposing some harm on them. While I appreciate the

point made by the Indian delegate, I would point out that

I would not like to see the matter re-discussed here.

MR. LOKANATHAN (India): I am not concerned with the substance at

all unduly. My only point is that in one case we allow a

member to complain on one ground, and the complaint itself

is to be judged on, an entirely different ground. My objec-

tion is more formal than substantial. I am not really

concerned with the substance of it.
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MR. VIDELA (Chile): I think there are two questions. One is to

open to a member -

THE CHAIRMAN: Would you excuseme, Mr. Videla,for one comment?

Is not this the same case? I do not think there is any

difference. The first sentence in paragraph 11 establishes

the right to complain. The second sentence establishes the

may in which the complaint shall be made, or the way in which

it shall be considered. That would mean that the right to

complain is untrammelled but the Organization is instructed

in the second sentence not to take any notice of the com-

plaint, not to consider the complaint unless it is satis-

fied that the complaining Memberhas made out a crima facie

case that its commercial interests are adversely affected.

- 27 -
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but I am only saying that in that case it is the commercial industry

not so much of that complaining member but of any other members.

That is the real point. We are concerned with two matters: one is

the international aspect and the other is the complaining member's own

case. I do not want to press it, however.

THECHAIRMAN: Could we leave that point for later examination?MrLOKANATHAN (India): Yes.
THE CHAIRMAN: Anything else on paragraph 11?

Mr PHILLIPS (Australia): One very short point about 8 lines from the

and of the paragraph. You remember, we changed the Article to read

"such other members of the Organisation will be released from such

obligations", I wonder if we should use the same phrase here -

"suchinstead of "the" in the 8th line of page 12.

THE CHAlRMAN:Yes, The 8th line from the top of the page should now

read: or modify them appropriately"-. The word "the" should be

deleted and the word "such" inserted; so that it should road "such

other Members of the Organisation would be released from such obliga-

tions towards the Member in question as the Organisation might

appeared.That is In accordance with the wording of the Article. Is

thatagreed? Anything else on paragraph 11? Paragraph 12?

MrLOKNATHAN (India): Mr Chairman, this is a vital section for us, and

I should like to know whether my interpretation is correct, because

itison that that our approval or disapproval should rest. There

are twoquestions, that I want to raise for my own clarification. Now

we have eliminated this transition period here. Therefore if a

country wants to take advantage of what is contained in paragraph 12,

thenit should have to satisfy the Organisation that it needs all

the restrictions which are permitted under certain safeguards. It

will have to prove all that. If there were a transition period, of

course that proof would not be necessary. The general proof would be

one established under the fact that the I.N.F. has permitted the tran-

sition period to continue. Therefore I ask myself whether it covers

enough safeguard for countries which, without too much proof being

called for, would be in a position to select imports. It seems
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tomeit is a very real difficultyfor several countries, which, unles

there is a transition period at least as a safeguard, would be subjee

to a severer standard. I do not know whether I have made myself clean

The point is this: if there were a transition period for four years,

let us say, then it is obviously entitled to use those restrictions

and therefore it can use the idea of paragraph 12 without much diffi-

culty; but, since the transition period will not be in operation so

far asthis Article is concerned, then a country, if it wants to be

selective in its imports must necessarily conform to all the somewhat

justifiably rigorous conditions which are imposed on it.

THE RAPPORTEUR: Mr Chairman, as I understand the position, it is this:

I think the point raised by the Indian delegate is really covered.

The country in question would not have to obtain the prior approval

or agreement of the Organisation or of the Fund. It would have itsel

to believe that it was in a financial position which would not permit

it to allow the free imports of both capitaIgoods and consumption

goods. If it itself judged that it was not in such a position, then

it could put import restrictions on, and it could put them on as

selectively as it wished, subject only to the fact that if another

member said "You are doing it in a way which unnecessarily damages

our interests", it would be prepared to consult with them, and subject

also to the procedure that another member could bring a complaint the

it was not necessary for the country inquestion to restrict imports

because it could afford all imports; but there is no question that,

whether during the transitional period or hereafter, if the country

in question itself considered that it was not in a financial position

to afford both types of imports, it could stop one type of import

without stoppping the other, subject, as I say, both to the consultati

as to whether it was doing it in a way which unnecessarily damaged

the other country's interests and subject to the procedure of com-

plaint that it did not need to restrict either type of imports

because it had the foreign exchange.
Mr LOKANATHAN (India): I understand that point, Mr Chairman. A little

unfortunately, I myself helped in the drafting of that provision.
It is a pity. But the other question I should like to ask is, what
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have the transition period under the I.N.F Ithink that is a proper

safeguard, because as long as that transtion period lasts, then they

can still use the principle in this paragraph. Is my understanding
correct? That is to say, supposingthe transition period under I.N.F.

is available, then so long as the same restrictions are allowed in

that transition period, the imports could still be selected.

HELMORE (UK): MrChairman, may I have a shot at this one? The two

things, it seems to me, are essentially different. Nothing in this

Article affects a Member's rights under the I.M.F. We are not

altering the articles of agreement of the I.M.F. What this Article

says is that if a country has not got or expects that it will not have

the external resources to pay for all the imports thatwould otherwise

arrive, it can select the ones that are most suitable to its domestic

employment reconstruction development or social polices, and that right

to select, as long, as the country is in the balance of payments diffi-

culty or, as I have described it, is without lilmit in time.

Mr LOKANATHAN (India): I have no further comment to make on this, except

to say that we may have the same position in the transition period,
because I personally believe that for us from our point of view --

and not morely india but various countries which are in a similar
position -- what is contained in the American draft Charter would be

rnore helpful to us; but, of course, at this stage it is certainly not

possible for me to introduce a new factor; but I do reserve our

position.

HE CHAIRMAN: We will take a note of that.

Mr VIDELA (Chile): Mr Chairman, I think the machinery for consultation

or sanctions is already described in paragraph 11.

HE CHAIRMAN: Yes.

Mr VIDELA (Chile): Therefore perhaps the Indian delegate or other members
from

will not need to make any reservation if we delete the words/"subject to

consultation with other members" up to the end, because really all this

machinery is covered already in paragraph 11. If a country thinks that.

any measure is unnecessary, it has a right to apply to consult, and

so on. Then these three lines at the end of the paragraph are not

really clearing the position; on the contrary, I am doubting the
30.
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position because the interpretation made by the Rapporteur is the

right one, but it does not say that here. I am referring to the

question of consultation. It says "subject to consultation". But

when will the consultation arise -- before the taking of the measure

or after the taking of the measure? I think it is not very clear -

these three last lines.
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THE RAPPORTEUR: Yes. In the paragraph in Article 20 it says in

respect to this selection of imports that the Mebers shall avoid

unnecessary damage to the commercial interests of other Members

and will accept an invitation to consult with any other Member

which considers its interest iwll be so damaged. This does not

perhaps properly record that.

MR. VIDELA (Chile): Paragraph 11?

THE RAPPORTEUR: Yes. Shall we leave it out here?

MR. VIDELA (Chile): That it should be open to any Member to bring a

complaint, and so on.

THE RAPPORTEUR: Yes, it is really already covered.

MR. VIDELA (Chile): It is not necessary to put in again the same

machinery.

THE CHAIRMAN: I think the point of the Chilean delegate seems reason-

able. Paragraph 11 covers adequately machinery for consultation,

etc, and I think it is unnecessary to repeat it in paragraph 12.

Would it be agreeable that wedelete the words from "subject"

down to "members" in paragraph 12? All right, the words from

"subject" to "members" deleted. Any other comment on paragraph 12?

MR .BRONZ (US): Mr. Chairman, wehave for some time had some

misgivings about the machinery language in the provisions to which

this Report refers, but there has been a lot of difficulty about

trying to pin it donw more precisely, and I wondered whether

another sentence in this Report might not help in that respect.

What we have in mind is this: The reason for putting in the

clause, as has been expressed by a number of delegations, was to

meet a situation like a country proposing a general programme

of reconstruction involving modernization of machinery and

which might rant to import capital goods, and in order to do that,

because of its balance of payments position, would have to

restrict the import of consumer goods; and, similarly, an

undeveloped country that wanted to develop industry and had
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to spend a lot of foreign exchange to get imports of machinery

night want to restrict the import of consumer goods; but the

language of the section itself might be mis-used in a situation

for protectionist reasons, to exclude imports which might compete

with domestic manufacture in a particular field, which would have

nothing to do with the general programrne of development and

reconstruction of the country. I wonder whether we could include

a sentence in this paragraph to that general effect, that the

intention of this clause is to permit of discrimination between

capital and consumer goods, but not for general protectionist

reasons?

MR. HELMORE (UK): Mr. Chairman, I think we should be, very unwise to

try to explain in this paragraph of the Report all the various

reasons which night be adduced. It is not only reconstruction

policies that we are talking about here. It is also social

policies, and if we really set ourselves out to explain just how

this Article might operate I think we should be here for another

week.

THE CHAIRMAN: After all, the essential point is that given a situation

in which the limitation of imports is judged to be necessary in

accordance with the other provisions, this is to protect the right

of a country in doing that to choose the imports which it considers

necessary in the light of matters which are essentially domestic
in their character, and I feel pretty much as Mr. Helmore does,

that while I agree your interpretation of the discussion is

accurate, in that those two situations are the ones which have been

most frequently developed here as an illustration of the need for

a provision of this sort, I think if we made provision for/them you

would probably find there were others and/that our discussion might

run on considerably.

MR. BRONZ (US): Well, supposing we try to state it negatively, and

say that it as not intended that this Article would be used where
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the only domestic policy involved was one of the protecting of

domestic industry against competition from foreign goods.

MR. VIDELA (Chile): You have tohavetoviewwholesituation.

MR. LOKANATHAN (India): This is a very difficult question, Mr. Chairman.

Ido not think we can dispose of it in a few minutes. I think it

raises a number of issues. I agree that it is a very important

Point, but it is not a matter which can be agreed to in two minutes

or even an hour.

MR. HELMORE (UK): I would really make an appeal to the United States

delegate not to press this point. The commitment that a country is

going to undertake and the situation whichany country will have to

consider in the light of the Charter as a whole will be decided by

whatArticle in the Article and not by what is which Report, which is

to give a description to thepublicofwhat we have been doing,

and I should have thought that to re-open this question at this

stage might destroy what I think in this Sub-Committee I can call

catesomewhat delicatebalance betweenthe various views that have

been expressed,anditreally wouldbebetterto leave it aswee it as we

haveit.I The Article is going to be made public. people can see

thetranslation ai taneaohof hthhitot ougt inhewordsofthe tdf thcgeoste

wwemwnt anmsdhad uch btter leave i.t at hat,IDELA r(Clh):Hearheari:ea
BRONZSw.S)2U t In ewov iceoihoctionsbeweaisewewill..d rop the

intnowl,apthughiw ghitconceivably want to re-raise it

nCoitmme.eII.

THECHAIRMAN : Anythingelse onthisparagraph?

MR. (Australia): Just a small drafting point. Can we leave

out"on these grounds". I am not clear rhat the words mean.

THE RAPPORTEUR: Yes.

MR. HELMORE (UK): I Would much sooner make it clear they meany mean

and say "On balance of payments grounds".
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MR. PHILLIPS (Australia): Yes.

THE CHAIRMAN: Delete the word "these" in the second line of

Paragraph 12 and substitute "balance of payments grounds" .

Anything also on Paragraph 12? I take it Paragraph 12

is agreed.

Paragraph 13?

(Paragraph 13 road and agreed without
comment) .
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THE RAPPORTEUR
Paragraph 14.
"It was generally agreed that the principles and procedures
for restricting imports under private trade to safeguard
a Member's external financial position should be applied
mutatis mutandis to the restriction (to a greater extent
than would otherwise be permissible) of imports by a
State trading organization. It should, however, be
provided that the disclosure of information which would
hamper the commercial operations of such a State trading
organization would not be required."

THE CHAIRMAN: Are there any comments on paragraph 14?

Mr.HELMORE (United Kingdom): I have what is simply an editorial matter. You

might wish to transfer to the end of paragraph the note on the text. I

have no views on that, however. It is just whether we want the comment in

the report of a comment at the end of the text.

THE RAPPORTEUR: We could leave that, to bring it in line with other reports.

MR. HELMORE (United Kingdom): I would like that left to be handled purely as

an editorial question.

THE CHAIRMAN: "[15. There was general agreement for the view that in
the early years after the war the Organization, in the
functions proposed for it under this Article and under
Article 22, should pay due regard to the difficulties
of post-war adjustment with which the Members would be
confronted]"

I presume the square brackets will be removed in the same way as from the

Article itself?

THE RAPPORTEUR: Yes.

MR.HELMORE(United Kingdom): Could we insert the words "in varying degrees",

which come from the paragraph we put in this morning, so that it would - read

"with which the Members would be confronted in varying degrees."

THE CHAIRMAN: Is that agreeable, to add after confronted the words "in varying

degrees"?

THE RAPPORTEUR: "The Sub-Committee had referred to it a request of the
Joint Committee of Committees I and II 'that in Article
20 provision should be made to cover the position of a
Member who, as a result of its plans for industrial
development or reconstruction, anticipates that its
accruing international monetary resources will be
inadequate to finance the needed imports of capital
goods unless it imposes regulations in respect of
certain classes of consumer goods. This point is met
in the draft text of Article 20 which is appended to this
report. Under paragraph 2 (a) a country could apply
quantitative import restrictions to anticipate the imminent
threat of a serious decline in its monetary reserves.
Moreover, it is there suggested that in interpreting this
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"principle due regard should be had to any commitments
or other circumstances which may be affecting a
country's needs for reserves. It follows that a
country which was threatened with a serious decline
in its reserves and which had heavy external payments
to meet in the near future could protect its external
financial position by import restrictions."

THE CHAIRMAN: Are there any comments on paragraph 16?

MR. HELMORE (United Kingdom): I believe that at the final meeting of

Committees I and II the precise wording of that message was slightly amended.

May we ask the Secretariat to be sure that the quotation is correct? I

think one or two other members here were present at that meeting, when there

was no alteration in the substance and the note is perfectly in, order.

THE CHAIRMAN: With that request to the Secretariat can we take it that

paragraph 16 is approved?.

"17. In paragraph 1 of the draft Article 20 it is
recognized that 'Members may need import restrictions
as a means of safeguarding their external financial
position ... particularly in view of their increased
demand for the imports needed to carry out their
domestic .... development .... policies'; and in
paragraph 3 (c) of the draft Article 20 it is laid
down that 'the Organization , . . shall' not recommend the
withdrawl or general relazation of restrictions on the
grounds that the existing or prospective balance of
payments difficulties of the Member in question could
be avoided by a change in the Member's domestic
development policies'. Thus it is clear that a Member
could not be required to modify its domestic develop-
ment plans on the grounds that they imposed a strain
on its balance of payments and this made some control
of imports necessary."

Are there any comments on paragraph 17?

. MR.KAFKA (Brazil): There is a drafting matter. Could we strike out the

word "some" in the last sentence?

THE CHAIRMAN: Yes I do not think it has any meaning. Is it agreed we

delete the word "some" from the last sentence, making it read ". . and this

made control of imports necessary"?

THE RAPPORTEUR: "this" there should be "thus" - "and thus made control.".

THECHAIRMAN: Are those two amendments in the last sentence agreed?
Is there any other comment on paragraph 17? Then I take it it is agreed.
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THE RAPPORTEUR: "18. In paragraph 4 of draft Article 20 it is expressly
laid down that 'a Member may select imports for
restriction in such a way as to promote its domestic
...development ... policies', so that a Member could
if necessary restrict the import of certain consumer
goods without restricting, the import of capital goods."

THE CHAIRMAN: Are there any comments on paragraph 18?

MR.KAFKA (Brazil): Could we strike out the word "certain" in the last

sentence?

THE CHAIRMAN: Delete "certain" to make it read '. . the import of consumer

goods." Is that agreed? Is there anything else on paragraph 18?

MR. VIDELA (Chile): Is "without restricting the import of capital goods"

imperative? I do not know English very well, but itm seems to me that when
if

you say "without restricting the import of capital goods" it means/there

is a restriction on consumer goods it also applies to capital goods?

THE RAPPORTEUR: Oh no.

THECHAIRMAN: It is quite all right.

MR.HELMORE (United Kingdom): I think in the light of the comment by the

United States Delegation we might consider whether it would notebe better

to leave out the explanation and just say:

"18. Moreover, in paragraph 4 of article 20 it is
expressly laid down " --

down to the end of the quotation and omit the end.

R. VIDELA.(Chile): I think that is better.

MR. BRONZ (United States): I think we prefer it as it is.

THE CHAIRMAN: It does seem to me it has particular relevance to the question

being dealt with in the report here. We have a message from the Industrial

Development Committee, which places before us certain requests to make

Certain provisions. I think it is proper for us to explain in some detail

the way in which those requests have been met. I think the point here

is not a general one explaining paragraph 4 Article 20. It does in

fact meet a point put forward from the Industrial Development Committee
and therefore I think it is proper to include that explanation.

THE RAPPORTEUR: VI may say it is the message from the Joint Committee which
contains the word "certain."
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MR. HELMORE (United Kingdom): But is it,Mr. Chairman, because I believe

thosewere the words in themessage from the Committee which were altered.

I do not press my point at all. It is perfectly all right as it is.

THE CHAIRMAN: Paragraph 18 isagreed then, with the deletion of the word

certain."

THE RAPPORTEUR: "19. The DraftArticle would, however, prevent a Member
from applying restrictions if its foreign exchange
resources were sufficient for it to finance all types of
imports. In other words, theMember would be permitted
underArticle 20 to restrict only to the extent necessary
to safeguard its monetary reserves. Up to this point it
would have to admit importsof one class or another.
Memberswould also be underan obligation not to apply
any restrictions of a selective character in a manner
which unnecessarily damaged the commercial interests of
other Members."

MR. VIDELA (Chile): I want to make my reservation on this paragraph.

THE CHAIRMAN: The Delegate of Chile notes that he wishes to records his

reservation on paragraph 19. Are there any other comments on this

paragraph? I take it that, with that reservation, paragraph 19 is agreed.

(Paragraph 20 and 21 were then read and agreed to without comment).

THE CHAIRMAN: That completes the section of the report which deals with

Article 20. Before we pass to the next stage of the business our

Rapporteur has a personal statement to make.

THE RAPPORTEUR: I am extremely sorry that it should be so, but the work which

I have to do in another office in this town makes it quite impossible for me

to carry on. When I accepted the post of Rapporteur of this Sub-Committee

I imagined that it would all be over by yesterday. It would be quite

impossible for me to be here this afternoon or tomorrow, or indeed at any

time for the rest of this week or on Monday. Even after that it would be

almost impossible.

N. fols 39.



N1 E/PC/T/C.II/QR/PV/60
I am extremely sorry not to see this job through, having embarked on it. All I

can say is that I have get to the stage when I have presented a complete report

onall the Articles. I think it is quite inevitable that I should, as gracefully

as possible, withdraw.

THE CHAIRMAN: Well, gentlemen, I do not think we can do anything: but express our

very great regret that Mr. Meade is unable to carry the task which he has

performed so admirably through to its final stages. I know, you would wish me to

tell Mr. Meade, however, that we are exceedingly grateful to him for the remarkable

skill and devotion with which he has carried through his task here. We could not

possibly, I am certain, have found a Rapporteur who would have fulfilled the

obligations of such a position so perfectly; and I hope Mr.Meade will know,

therefore, that we accept the inevitability of his departure with very great

regret and with the must sincere appreciation of what he has been able to do

for us; and we are comforted at his departure by the knowledge that the job has

been so well done that to whoever falls the task of completing the mechanics of

this job will be concerned only with mechanics, because he will be taking over

a job practically completed in all its respects.

MR VIDELA (Chile): I very much regret what has happened. May I suggest that we

send a special message to his boss?

THE RAPPORTEUR: I am deeply grateful for what you say, and very grateful" indeed to

the Chilean delegate for his words. I am afraid it is no good sending; a

message to my boss. My boss has made it quite clear that no such message would

avail. (Laughter). In a sense - I will admit frankly - Iam my own boss in

this matter. (Laughter). But I have in fact a duty to perform for my bosses

which I have to perform by a certain date, and it would be no use suggesting to

them that it should not be performed by that date; and I have a certain meeting

this afternoon which is starting it, and unless I attend it it simly cannot be

done. I really think it is inevitable, much as I appreciate the very kind

thought of the Chilean delegate.

MRHELMORE (U.K.): Could I just say shortly that my Government is extremely sorry

that this unfortunate change (as I think I can say, in the light of the general

views of the Committee) should have to take place; and, whether Mr. Meade is his

own boss or not, it will give me very great pleasure to convey to the proper

authorities what has been said about his work, at this Committee,

THE CHAIRMAN: Thank you. I will be grateful if the members of the Committee will
40
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make suggestions as to how we can look after the final stages of the Rapporteur

work. It will be necessary for someone to outline the reports to the full

Committee and to look after any changes which may be suggested in that Committee

and a number of other miner tasks that it would be desirable to have .some person

or persons responsible for so would any delegation like to suggest someone who

could take over?

MR KAFKA (Brazil): Mr Chairman, may I suggest that the delegate from the United

States, who has been working very closely on this, might take over the job?

THE CHAIRMNA Is that areeabgle to the Sub-Comitttee (Agreed.) And is it

agreeable to th3 Unietd States delegate?

MR GUNTER (US)A: Yes.

THE CHAIRMAN: Would you take theopportunity, if you can, to bring the delegate of

the United States up to datewith his duties?

TEH RAPPORTEUR: Yes.

HECHAIRMAN:WIat is the wish of the Committee? He still have a number of

chapters of the report to deal with, and I think also we still have some matters

to consider arising out of Article 19. The position this afternoon is that

there is a meeting of the Drafting Sub-Committee on State Trading at 2.30, which

I understand is likely to be formal only. At 3 I think there is an informal

meetingbetween the Chairman and Rapporteur of the Procedures and Tariffs Sub-

Committee of Committee II and representatives of those delegations who werenot

members of the Drafting Sub-Committee for the purpose of enabling the Chairman

and Rapporteur to inform those delegations of the progress of the work and to

answer any questions, so that when the question comes before the full Committee

tomorrow they will be fully informed and we may be able to save some time in

discussion. That is likely to continue, I should think, for at least a couple

of hours. Then I think there is a Heads of Delegations meeting at 4.30. Tomorrow

Committee II. will be meeting. Can we meet this afternoon? Are there any of

the delegates who would be affected by the Drafting Sub-Committee on State

Trading or by the informal discussion arising out of the Procedures-Committee

MR KAFKA (Brazil): I shall have to be present for a short while at the Procedures

Sub-Committee meeting. On the other hand, my only interest here is in Article 19

so perhaps we could dovetail this somehow.

THECHAIRMAN: Could we meet at 2.30, and we could leave till fairly late the

discussion of Article 19, that is, until after we have disposed of the other
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matters; and by that time the Brazilian delegate would have returned.

MR KAFKA (Brazil): You would start with the other Articles, then?

THE CHAIRMAN: We would continue with the report and dispose of that and with 22, 23

and so on, and we will come back to 19.

MRKAFKA (Brazil): You would perhaps call me from the Procedures Sub-Committee

when you come to Article 19?

THE CHAIRMAN: Yes, we will let you know. Now, is that agreeable to the Committee?

(Agreed.)

MR TUNG (China): I will be on the State Trading Drafting Committee, so I will not

be able to come.

THE CHAIRMAN: I think we can meet your difficulty in the same way. I understand

that is likely to be a very short meeting., and we would not come on to Article 19

until some time later. We will inform you when Article 19 is coming under

discussion.

MR TUNG (China):, Thank you.

THE CHAIRMAN: Then we will adjourn now until 2.30.

The meeting rose at 12.50 p.m.

(For Verbatim Report of Afternoon Session, see
E/PC/T/C.II/QR/PV/6 - Part II).
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The meeting, resumed at 2.30 p.m.

THE CHAIRMAN: Gentlemen, we pass now to the section of the Report dealing

with Article 21. I suggest we proceed as before and take this paragraph
by paragraph: " 1. There was wide agreement with the proposal that

there should be a general rule for non-discrimination in the use of

quantitative restrictions, the necessary exceptions to this general rule

being listed in the subsequent Articles". Is there any comment?

I take it that this paragraph is approved. Now paragraph 2. Is there

any comment on paragraph 2?

Mr VIDELA (Chile) : I do not know whether to raise this particular point

in this part of the discussion. The draft report of the Subcommittee

on the matter of quota preferences is still under study on the small

Subcommittee; but I think we have to leave this part of the Article

21 open, when the Subcommittee will reach a conclusion and will present

to Committee II the decision or the work done.

THE CHAIRMAN: I think that is correct. The report of the treatment of

preferences in the form of quotas will come back to the main Committee,

and if it is the opinion of any delegate when he has examined that

report that there remains the necessity to deal with those preferences

in the form of quotas in any way other than that provided for in this

section, it will be open to him to raise it in general Committee or to

reserve his position on it.

Mr VIDELA (Chile) : I may add that at the present moment the Chilean dele-

gation is satisfied with the work of the Subcommittee, because, as you

know, Mr Chairman, there are two parts involved: one is the inter-

relation between the Empire countries, particularly Australia and New

Zealand and the United Kingdom, and the other part the interrelation

between the South American countries as exporters of meat. I would not

go further until we have reached that agreement.
THE CHAIRMAN: Well, it is quite clear that the Chilean position is such

that it would be completely open to the Chilean delegates to raise the

matter in relation to quotas if he thinks the report of the Committee

dealing with preferences in that form is in any way inaccurate.
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Mr VIDELA (Chile): Thank you:

THE CHAIRMAN: Is there any other point?

Mr CLARKE (UK): What about these square brackets in 2 (c)?

THE CHAIRMAN: I think they can be omitted. They were net in previously

and I think largely because the form of the paragraph was different.

Is it agreed that we can delete the square brackets in sub-paragraph

(c) of paragraph 2? That is agreed. The square brackets are removed.

Is there anything else on paragraph 2? Then I take it paragraph 2 is

agreed, Paragraph 3. Is there any comment, I take it, then, that,

with due recognition of the typist's error, we accept paragraph 3.

Is that agreed? That is agreed. Wewill take 23 next, as it is next 5

the Report, I think we will proceed straight through. Article 23,

paragraph 1.

Mr HELMORE (UK) : I take it that the typing errorhas been picked up;

in the last complete line of 1 it should be "inevitably" not

"inevitable".

THE CHAIRMAN: I take it that that paragraph 1 is agreed, Paragraph 2.

I think this is a point that may require some modification, in view of

the views which have been expressed this morning. I think perhaps it

would meet the point if it were said: "The problem would be much sim-

plified if all members of theOrganisation were also members of the

International Monetary Fund". I do not think there would be any dis-

agreement from that Suppose we delete the next paragraph and then

say: "However, some delegations felt that it would be necessary to

allow freely for independent membership of the Organisation and the

Fund". If it is desired, we could put the wide agreement in the first,

sentence and say: "There was wide agreement: that the problem would be

much simplifed"-

Mr LOKANATHAN (India:) Also there are other delegations whichare unable

to make ulp thire minds on this matter new whether there should be

common membership or whether there shuld be equal membership. We

should like that to be left over for the present.

THE CHARMAN:I Mr Helmore suggested that we might in fact take the

second sentence so far as to say expressing a general view, that

doubt was expressed as to whether itwould not be necessary or
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whether it may not be necessary to provide or to allow freely for

independent membership.

Mr HELMORE (UK).: I think my words were that the Committee came to

no decision: there was no final decision.

THE CHAIRMAN: Might I suggest this: "It was agreed that the problem would

be much simplified if all members of the Organisation were also members

of the International Monetary Fund. The Committee came to no decision,

however, as some of the delegations Considered that it may well be

necessary to allow freely for independent membership of the Organisa-

tion and the Fund".

Mr HELMORE (UK): I think, Mr Chairman, if you put in "The Committee came

to no decision on the quest on of requiring common membership then

we have expressed the thing, to give general effect to what wasa

decision on which people were not adopting violent points of principle

but were genuinely troubled about how to deal with this. Mr Chairman,

there is a consequential amendments I think, if we could now bring up

paragraph 4.

THE CHAIRMAN Can we just finish that and see if we have got agreement

on that first. The suggested paragraph now roads: "It was agreed

that the problem would be much simplified if members of the Organisa-

tion were also members of the International Monetary Fund. The

Committee came to no decision, however, on the question of requiring

common membership, as some of the delegations considered that it may

well be necessary.. to allow freely for independent membership of the

Organisation and the Fund". Is that acceptable to delegations?

Mr HELMORE (UK): I think that would be acceptable to the United Kingdom,

Mr Chairman, if we could new the paragraph 4 as paragraph 3, beginning
"Consideration was therefore given"-.

THE CHAIRMAN: I think the Australian delegation were concerned about

this question. Would that wording be acceptable?

Mr PHILLIPS (Australia): I think so, but I should just like to look at

i.t (After a pause:-) We felt perhaps it should be a little stronger

than "it would be desirable"; but I do not want to press that point.

THE CHAIRMAN : "it may well be necessary"?

Mr PHILLIPS (Australia): "it may well be necessary", yes, that would
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THE CHAIRMAN : Are there any other comments on that? Then I take it that

that paragraph is approved. I understand the United Kingdom delega-

tion suggests that we take paragraph 4 before paragraph 3

Mr HELMORE (UK): I have said my approval of paragraph 2 as amended was

rather contingent on moving up paragraph 4.

THE CHAIRMAN: Let us take it in that order. There would be some inci-

dental alteration to paragraph 4 as it apears here?

Mr HELMORE (UK): Yes; the first "also" I suggest should become

therefore, and the second "also" in the second line should be

omitted.

THE CHAIRMAN: "Consideration was therefore iven to the question whether

special provision should not be made for a country whichwished to

become a Member of the Organisation without becoming a Member of the

Fund". That becomes paragraph 3, Is that all right: is that agree-

able? The new paragraph 3 is agreed. Now paragraph 4. Is there

any comment on that?

Mr HELOMRE (UK): Mr Chairman, may we at this point turn to the notes

on Article 23 which were left over in the light of that discussion?

THE CHAIRMAN: I am just wondering whether the sentence that con-

cludes the new paragraph 3 should not also be added to the new

paragraph 4.
(UK)

Mr HELMORE: Mr Chairman, I wanted to suggest thatwe should say:

"With referecne to the paragraph in square brackets in paragraph 3,

see the report on Article 23, paragraphs 2, 3 and 4", or paragraphs

2 and 3". I think then we avoid repeating ourselves.

THE CHAIRMAN: Yes. Will the delegates adopt the reference. It is on

page 34 of the report. At present it reads: "Some delegations wish

to reserve their position" &c -" on the principle that Members of

the Organisation should also be Members of the International Monetary

Fund". Now, Mr Helmore, will you just read out how you suggest it

should read.

Mr HELMORE (UK): I am just writing it down, I hope correctly this time,

Mr Chairman", With respect to the words in square brackets in

paragraph 3 reference should be made to paragraphs 2 and 3 of the

report covering this article" Mr Chairman, I would hope that that
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referenceback to the report and to fact that the words in square

brackets would satisfy both sides of the House, since we say in the

report that the Committee came to no decision on this point.

THE RAPPORTEUR: Are you proposing that the second item in the notes

remain, or could it be deleted?

Mr HELMORE (UK): Ithink the whole , of the note could be deleted.

HE CHAIRMAN: Substitute the new note for notes 1 and 2. That seems to

me to meet the case. Are there any further comments on those notes?

Then shall we refer back to Article 23, paragraph 4. Is it necessary

to add anything at the end of paragraph 4 similar to what is at the

end of the new paragraph 3? Is it necessary to make any reference to

a review of this question?

THE RAPPORTEUR: This definitely is to be provided for in any event.

THE CHAIRMAN: Yes. Paragraph 5. Is there any comment on this para-

graph?

Mr PHILLIPS (Australia): A small point about 7 lines from the bottom:

The Fund could not be frustrated"-. Would that be "would" or

should" ?

THE CHAIRMAN: "would" instead of "could"?

Mr PHILLIPS (Australia): Yes.

THE CHAIRMAN: Is that acceptable - yes. Anything else on this

paragraph? Then I take it paragraph 5 is agreed. We come to

Article 23.

Mr CLARKE (UK): Mr Chairman, I think there is no reference in the report

to draft paragraph 2 of the draft Articleabout members agreeing that

they will not seek by exchange action tofrustrate the purposes of the

Charter, and vice versa. We do not feel particularly strongly that

it should go intothe report, but I do not think we should leave it

unnoticed.

THE CHAIRMAN: It may be that is covered by the first sentence of 5,

the acceptance of that obligation.
r CLARKE (UK): Then let us leave it as it is, Mr Chairman

THE CHAIRMAN: I think so.

Mr. LUTHRINGER (I.M.F.): Mr Chairman, could not that be well covered

at the end of the first paragraph of the report by saying: "It is
47.
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further desirable tnat the members agree that they should not try to

use one organisation to frustrate the other".

THE RAPPORTEUR: Can I say: "It was widely agreed' that members should not

seek by exchange action tofrustrate the purposes of the Organisation

or the Charter"?

THE CHAIRMAN: I think that would probably be sufficient if you just

said that - that members should agree.

THE RAPPORTEUR: "It was widely agreed that members should undertake"- ?

THE CHAIRMAN: Yes, add that to paragraph 1 or a short paragraph to follow

Paragraph 1.

Mr PHILLIPS (Australia): A new paragraph.

THE CHAIRMAN: I think it would be better in a new paragraph, since the

first one is not in that form. We make that new paragraph 2 and alter

the others accordingly: 3, 4, 5 and 6. Now let us look at Article

22. This is in a separated document - document 64 add 1. Take

paragraph 1.
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THE CHAIRMAN: Any comment on this paragraph? It is practically a quote

from the relevant Article.

MR. HELMORE (UK): Yes. There is one point in which it is not a quote -

a point which I raised this morning. Paragraph (d)(ii) refers to a

country ,whose economy has been disrupted by war. I think we should

repeat that word in the Report. In Paragraph 1(c) we refer to a

Member whose economy has been disrupted by war. I think we meant to

say a Country. And, Mr. Chairman, I am bothered from time to time

on an editorial point. Here we are writing a Report on all these

Articles, and at the end of Paragraph 1 (d) we make a reference to an

Article. I think it would be desirable, if we could, to make a

reference to the paragraph of the section of the Report. That is to

say, the Report should, as far as possible (it is not always possible)

refer to the Report,and the Articles to the Articles.

THE CHAIRMAN: Is that possible in this case? Is this note the paragraph

in the Report that deals with it?

MR. HELMORE (UK): No.

THE CHAIRMAN: Yes, I see - "See Paragraph so and so of the Report" - or

paragraphs. Well, we can leave that to be filled in - "See.Paragraphs

x, y and z of the Report."

MRHELMORE (UK): I think itwould be preferable to do that,

THE CHAIRMAN: Yes.

MR. PHILLIPS (Australia): Another very small point on (b): "A group

of territories which may have" should be "'which have".

MR. HELMORE (UK): Yes. And there is a rather odd word in para. 1(c) .

I am not quite sure what is the significant of the word "now" -

"should now have a closing date" . I think it should be should have".

THE RAPPORTEUR: Yes. I stumbled over that when I was reading, it.

MR. HELMORE(UK): I think it is probably a reflection of an appalling
argument that went on behind closed doors, and the Rapporteur was

so pleased that agreement had now been reached.
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THE CHAIRMAN : Then Paragraph 1(b), delete "may" in the first line;

paragraph 1(c),, delete "Member" in the third line and insert

country", in the fourth line delete "now"; and in 1(d), the

second last and last line, delete "See Article 19, 2(a)(i) and

2(d) " and insert "See Paragraphs so and so of this Report", the

blanks there to be filled in by the Secretariat.

Anything else on that paragraph. I take it it is agreed.

Paragraph 2 read and agreed without comment.'

Paragraph 3 read.

Is that agreed?

MR. BRONZ (US): There should be another "or" at the end of (b).
THE CHAIRMAN: Yes; semicolon and "or".

Paragraph 4 read and agreed without comment.

Paragrph 5 read.

Any comment?

MR. BRONZ (US): Yes, Mr. Chairman. Unfortunately we have to suggest

a change in Paragraph 5 because we are going to suggest a change

in the relevant section of the Article. The Article was agreed

this morning, but since then one of the delegations not represent-

ed on this Sub-Committee has come to us and pointed out that we

were apparently going to stop a practice which they follow, which

would generally be conceded to be unobjectionable; that that

country generally prohibits the acceptance of its own currency

for exports in order to prevent the use of black market currency

of its own in buying these exports, and the three countries that

constituted the Sub-Committee which brought in this Article 22

this morning have agreed on a rewording of Section 1(c) which

would meet this difficulty, andwe would like to propose that re-

wording and an appropriate change in the Report to cover that re-

wording.
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THECHAIRMAN: Let us look back at Draft Article 22, 1(c), and if we

can fix it in the draft Article then we can make the appropriate

change in the report.

MR. BRONZ (US): On page 6 of this document (c) would read:-

"(c) conditions attaching to exports which are necessary

to ensure that an exporting country receives its own currency

or any foreign currency of Member of the International Monetary

Fund specified by the exporting country."

THE CHAIRMAN: And then continue on; and it might be worth while

shifting "for its exports" and putting it after "receivces"-

"which are necessary to ensure that an exporting country receives

for its exports its own currency or any foreign currency of a

Member of the International Monetary Fund specified by the

exporting country".

MR. LUTHRINGER (IMF): I wonder if it could not be better to delete

the word "foreign"?

THE CHAIRMAN: Yes "or any currency". I think that is a useful

suggestion. Small I read the clause as it now stands?

"conditions attaching to exports which are necessary to

ensure that an exporting country receives for its exports its

own currency or the currency of any Member, of the International

Monetary Fund specified by the exporting country." That would

enable Australia to ask for sterling, which is its customary

practice.

Is that acceptable?

As regards the corresponding change required in Paragraph 5

of the Report, are you going: to suggest a wording for that?

MR. CLARKE (UK): I should have thought we might have precisely the

same wording.

MR. BRONZ (US), Yes.

THE CHAIRMAN: Yes. Is that change in Paragraph 5 agreed? (Agreed).

Paragraph 6 read.
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MR. CLARKE (UK): I think in the second leg of this paragraph, where

it begins "On the other hand, it was agreed"., I think the original

draft was "argued", not "agreed". I do not know whether that is

within the recollection of the Rapporteur.

THE RAPPORTEUR.: I think it should be "argued".

MR. HELMORE (UK): Especially as it says later "and it was furthed

argued".

MR. BRONZ (US): Yes, and the previous sentence says "It was argued".

THE CHAIRMAN: Is that accepted? Any other change in Paragraph 6?

MR. BARADUC (France): Line 6, Mr. Chairman - "which would effectively

prevent".

THE CHAIRMAN: Yes. Is that agreed? Any other change in Para. 6?

Taken as agreed.

Paragraph 7 read.

We should alter " (See Article 23)" to "(See Paragraph 23)".

Anything else on this paragraph?

MR. CLARKE (UK): Just one point on the first line of (a) - "that

the discrimination should increase the Member's imports" - I

suggest should be "total imports".

THE CHAIRMAN: Yes. Anything else on Paragraph 7?

Paragraph 8 read.

Any comment?

MR. BRONZ (US): I think it would be more accurate to take the

parentheses and move them a few words forward, to come in after

the word "provision" at the top of page 5. You see, the trade

restrictions are applied under this provision, so that it would

read"in any trade restrictions provided under this provision

(or exchange restrictions have equivalent effect)".

THE CHAIRMAN: Yes. A.nything else on Paragrapeh 8? . I take it Para-

graph 8 is agreed.

Paragraph 9 read.

It should be, in the first line, "A main obective", not "objection".
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Some modification of the first sentence may be necessary in view

of the change in the relevant section of the Article.

MR. BRONZ (US): And in the last sentence the same.

THE CHAIRMAN: "elimination of discriminations provided for in this

Article"

MR. CLARKE (UK): Is this not the may to put it: "It is therefore

generally agreed that the provisions of sub-paragraphs 1 (d)

(iii) and (iv) of this Article should be reviewed" ?

THE CHAIRMAN: Yes, and then the first sentence could stand.

MR. CLARKE (UK): Yes.

THE CHAIRMAN: I suppose that is right, is it? After all, some

discriminations will remain, will they not? You see, this Article

itself provides for certain discriminations which will be

permanently possible, and it seems to me that the same objection

which we raised previously can be raised to the first sentence of

Paragraph 9.

MR. BRONZ (US): Well, the first sentence is limited to all discrimina-

tions which restrict the expansion ofworld trade.

MR. CLARKE. (UK): We are stating there an objective or the Organiza-

tion, in the first sentence. That does cover all discrimination

of all kinds, does it not?

MR. HELMORE (UK): I think it is correct as a statement of fact, Mr.

Chairman.

THE CHAIRMAN: In that case we will let it stand. Any further

comments on Paragraph 9? I take it paragraph 9 is agreed as

amended. That completes Article 22. Anything else on Article

22?

MR. CLARKE (UK): There is a consequential change in the Report on

Article 22 referring to the Australian clause - the paragraph in

the Draft Article which we deleted this morning and agreed should

be referred to in the Report.

THE CHAIRMAN: The suggested draft reads as follows:-

"It was suggested to the Sub-Committee that if there were
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an abrupt or serious decline in effective demand by one or more

Members the imposition of non-discriminatory import restrictions

under Article 20 by other Members might in some cases be more

injurious to world trade than discriminatory restrictions, and that

provision should be made in this Article for permitting such

discriminations if the Organization considered this general
situation existed and warrantee/their application. After

consideration it was agreed the Organization would have adequate
powers under/the revised Article 30 to meet this contingency."

Only one change, it series to me, would be desirable to be

made in this, and that would be, to refer also to the paragraph

in the Section dealing with employment. There is a paragraph - I

have forgotten the precise wording which says that in the event

of this situation, the decline in effective demand, the Organiza-

tion shall use this powers, so I suggest -

"After consideration it was agreed that the Organization

would have adequate powers under the revised Article 30 taking

into account (so and so out of the Employment Section) to meet

this contingency", or "It was agreed that taking into account

the provision in the Employment Section (to which we refer) the

Organization would have adequate powers under the revised Article
30.

MR.HELMORE (UK): Yes, I think that is right.

MR. PHILLIPS (Australia): Yes.

THE CHAIRMAN: Then that is agreed, That would be paragraph 10.

THE RAPPORTEUR: That would be 9, I would suggest, and our present 9

would become 10.

THE CHAIRMAN: Very well. Anything else on Article 22? I think that

completes our work, with the exception of 19. I think we undertook

to advise the Brazilian delegate and the Chinese delegate when

Article 19 was reached.
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MR. VIDELA (Chile) Before we call our friend the Brazilian

delegate I have a small point here, with your permission, Mr.

Chairman. I suggested at the main Committee and it was agreed

that I should present here the point of view of the Chilean

Delegation. I think it is more connected with Article 21.

Yesterday morning at the meeting of the Procedure sub-Committee

they approved a general recommendation on the avoidance of

now tariff measures, and I called to the attention of the Sub-

Committee that a sort of truce or recommendation of truce

should apply to all the Charter. I meant by that, apply to

tariffs as well as preferences or quotas, and I said that

therewere quantitative restrictions, and that ifthey were to

limit a sort of truce or recommendation of truce only to

tariffs we may be unbalanced, and may be handicapped by this

recommendations. They then referred this suggestion to the

main Committee, and yesterday the main Committee approved

that I should raise this point here. I think under Art. 21

we could recommend a point similar to that recommended

yesterday at the Procedure Committee on tariffs, in relation

to quotas.
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THE CHAIRMAN: As I understand the Chilean delelgate's point is that

since it is recommended that countries should undertake not to impose

new tariffs between now and the completion of the negotiations on

tariffs next year and the finalisation of the Charter, it would be

appropriate to parallel that recommendation with a recommendation that

they impose no new quantitative restrictions during the same period.

Iam not quite sure whether it would be appropriate to include such

a provision an any of the draft Articles. Speaking off hand at this

stage, at would appear to me perhaps better to deal with that, if it

is to be dealt with, by a recommendation or resolution rather than by

providing for it in the Charter; but that is merely a question of the

form of dealing with such proposition. The question before the meetin

is whether it is desirable at this stage to put forward such a

proposal.

Mr HELMORE (UK) Mr Chairman, before you put this question formally for

discussion, I wonder if you would repeat the appropriate words in the

latest draft of the procedural memorandum. I was not quite sure of

their import.
THE CHAIRMAN: The part of the report is: "It is important that members

do not affect new tariff measures prior to the negotiations so as

to prejudice the success of the negotiations in achieving progress

towards the objectives set out in Article 18" - Article 18 being the

Article which deals with the substantial reduction of tariffs, &c.

Mr VIDELA (Chile): Mr Chairman, I may add that at that moment I said:

"I entirely agree and back the suggesition of the Australian delegation.

that this paragraph should go to the General Committee on the

Charter. I do not know whether it should be Committee V, but we

shall see later"; and, as the provision was approved yesterday at

the particular Procedures Committee, I said that I will leave my

reservation subject to this, that if the Quantitative Restrictions

Subcommittee is making a similar recommendation on quotas, I will

accept this paragraph in that section; otherwise. I will maintain

the reservation on the Procedures Committee, but my idea was not

to make that recommendation on tariffs and leave that for a general

rule applying to the whole of the Charter.56.
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Mr HELMORE (UK): Mr Chairman, I feel insome difficulty in dealing with
this, since I was not present at the Procedures Commmittee, and therefore

have not the benefit of having heard precisely the discussion. If I

may venture to critisice the Procedures Committee, since luckily there

is no one here from it -

Mr VIDELA (Chile): I am from the Procedures Committee,

Mr HELMORE (UK): At least, I have the majority of the Committee with me

in being somewhat ignorant of their proceedings. This memorandum is

a memorandum about giving effect to the principles of the Charter by

some negotiations which are due to take place quite soon, There is

nothing about that in this report on quantitative restrictions, and

I should have thought this is really more a matter for the main

Committee II to decide. We are losing some of the effect of this

general exhortation to behave well between now and next Summer if we

split it up into two. I sea why the Procedures Committee was so

dealing with it because they said: We do not. know anything about

anything except tariffs. But luckily Committee II to know something

about it, and I would beprepared to move to meet this point by insert-

ing in that memorandum when we take it in the full Committee to-

morrow the words: "or thier" after "tariff measures".

Mr VIDELA (Chile): At the Procedures Committee they could not discuss

this matter because they thought that it was under the quantitative

restrictions Subcommittee here.

THE CHAIRMAN: If I may explain what happened: the Chilean delegate

raised the matter at the Procedures Committee, which very properly said

that since the matter with which the Chilean delegate was concerned

was an expansion of this principle of quantitative restrictions, it

was not within their scope to deal with it. The Chilean delegate then

raised it at the general meeting of Committee II again in terms

directed to quantitative restrictions. I suggested to him there that

he might raise it were now in order to anable him to state his point

to the Subcommittee dealing with the subject matter. Now if it is the

view here that the proper thing to do with this is to deal with it

not as a thing affecting quantitative restrictions but as a general

request to governments to restrain from further restrictive
57.
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that might be dealtwith in full CommitteeII asapplyinggenerally.

Mr VIDELA (Chile): I quite agree with that procedure, Mr Chairman.

THE CHAIRMAN:Will that be acceptable: we suggest to Mr Videla that

he should submit to the general Committee an amendment to the

procedural document or a general resolution covering this.

Mr VIDELA (Chile): I understand that the main Committee will not refer

this to the Quantitative Restrictions Subcommittee again?

THE CHAIRMAN: You may rest assured. I am Chairman of both and I will
not have it twice.

Mr HELMORE (UK) : Will that amendment suit - just insert the words

"or other"?

Mr VIDELA: I said "new tariff measures and restrictions" or "other res-

trictions". I used the word "restrictions".

Mr BRONZ (USA) Mr Chairman you suggested in the alternative either an

amendment to the Procedures Committee Report or a separate resolu-

tion. I think it will be necessary to deal with it in a separate

resolution, because the resort of the Procedures Committee refers to

truceuntil the Spring when tariffs will benegotiated; but quanti-
tative restrictions will not be dealt with in the Spring, and they

will have to remain until the Charter comes into effect. So that

you might want a general resolution of a trade ? until the

Charter is adopted, which would be broader in scope than an amendmen

of the report of the Procedures Subcommittee.

THE CHAIRMAN: That is my own feeling.

Mr HELMORE: Then I think it is unfair that I should not say at once

that to bring ina general resolution for a genuine truce or somethi
Thursday,

likeit on 21st November, when we are going to adjourn until

Monday, the 25th November, is not a very practical way of dealingMonday, the25thNovember,is not a very practicalwayofdealing
with the point.

Mr VIDELA (Chile): Why not take a resolution as to whether we accept

the general principle or not, because then I sustain my reservation

on the other Subcommittee.
THE CHAIRMAN: I think all we can decide here is as to whether we wish

to make a recommendation relating to quantitative restrictions
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in this form; that is all we can do here.

Mr LOKANATHAN (India): Mr Chairman, I feel that the subject matter

raised by the delegate for Chile is rather moreappropriately considered

by the Heads of Delegations than by us, because it is really a recomm-

endation for each individual country to refrain from doing certain

things in the period intervening between new and the time when tariff

negotiations are going to take place. Sothat it would seem that

there should be a much more limited reference.

THE CHAIRMAN: As Chairman Iam reluctant to see the delegate for Chile

pushed around any longer, so to sepak. He has now been moved from two

Committees to this one, and I thinkitis time we did make it quite

clear to him where he can have his point, which isa very real point,

dealt with. That is quite a separatepoint from the one which Mr

Helmore has raised,which is, quite frankly, one which has worried

me from the outset when I first heard of this yesterday: that this is

a very important prinicple to raies at this stage. However valuable

it may be, it does present the delgeations with a very real difficulty.

I wouldsuggest for your consideration that you approve my giving Mr

Videla an undertaking that we will accept from him in Committee II

any proposal which he wishes to put forward on this matter, whether

hewishes to limit it to quantitative restrictions, or whether he

wishes tomake itgeneral, applyign to all forms of restrictive

practices other than tariffs, which is already covered. Delegations

at that meeting may wish to express the view, that, having regard to

the lateness of the time at which this has come forward, they are not

in a position to express favour or disfavour of the proposal, and it

may have to stand as an individual recommendation by the Chilean

delegation. If there are a number of delegations who are prepared to

support it, it would appear in the report as a statement of their

views, and would therefore receive the consideration of the governments

concerned as soon as they are able to give it. Is that acceptable?

Mr VIDELA (Chile): I think your decision is very appropriate. I owe an

explanation first to the Indian delegate. As I have just said, it was

suggested that this matter should be sent to Committee V. I owe
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another explanation to the United Kingdom delegate. I raised this

point because it was only open to us I think yesterday or before

yesterday when the memorandum of procedure was available. I think the

from the start of the Conference that is one of the most important

recommendations - a sort of truce; and the only thing I say is that

this truce shuold' cover the whole Charter in everyway - not only

in regard to preferences or tariffs, but in regard to any sort of

individual measures a country may take; because it is a most fair

recommendation to state that everybody should stop and not try to

take unfair measures in that direction.

THE CHAIRMAN: I think that is quite clear: if you feel that the action

taken in relation to a general proposition is unsatisfactory, you

would obviously wish to reserve your attitude on this particular

reference to tariffs.
Mr HELMORE (UK): I was not criticising the Chilean delegate. I was

criticising another delegate rather nearer to me for raising such a

wide issue at this point.

THE CHAIRMAN: Now we pass on.

M. BARADUC (France) (Interpretation): Mr Chairman, I apologize for

raising this particular point. I should like to deal with French

translation. At the last meeting I had asked to see the draft French

translation both of the Report and the Articles. This has been done,

and now I realise very well how difficult was the task of translating

those documents; but I thought it would be sufficient merely to

review this translation, whereas it is obvious that it has to be done

again. We have not the time necessary to make these translations

again, and therefore we should ask that the Secretariat be entrusted

with the task of correcting the translation of the Report. There are

some very serious mistakes, and I think this could be done. As for

the Articles, the question is much more serious, and we shaIl ?

in the course of this evening or tomorrow to submit to you a proper

translation of Articles 19, 20, 21, 22 and 23.

THE CHAIRMAN: .Thank you. May I suggest that the general question of

the French text not only of this part of the Charter but of the whole

Charter is obviously a matter of very great importance, since the
60
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two texts are of equal standing, and that we should raise that matter

not here but with the Heads of Delegations, so that we can make some

satisfactory arrangements for adequate preparation of the texts and

for the checking of any translation which may be involved. Will that

be agreeable to you?

M. BARADUC (France) (Interpretation): Yes.

THE CHAIRMAN: I will see it is raised at the meeting of Heads of

Delegations. Can we deal now with Article 19. I think the Chinese

delegate is not here. I suggest, therefore, that we might leave

his point for him to raise in general Committee and make a reservation

if he wishes to. Is the delegate for the Netherlands here?

Mr VAN KLEFFENS (Netherlands) Yes.

THE CHAIRMAN: I suggest we take the point submitted by the Netherlands

delegate as noted by the Rapporteur on page 7 of the draft Articles.

Mr VAN KLEFFENS (Netherlands): Mr Chairman, the Rapporteur has made a

note of the proposal to insert the words "for instance" in Article 19,

2 (e) (ii) after the words "to remove a temporary surplus of the like

domestic product", because those temporary surpluses may be in some

cases of such an importance that it would not be practicable to deal

with them in this way if this should be taken in a limitative

sense. So the purpose of this is in English to widen the essential

meaning of the clause to dealwith temporary surpluses.

THE CHAIRMAN: If I can recall the discussion on this question, I think

the Subcommittee did give the matter some consideration, and I think

the general feeling was that it was desirable that the exception

embodied in Article 19 2 (e) (ii) should be limited to clearly defined

instances, and that it would be possibly opening the door rather more

widely than the Subcommittee thought wise to expresss it in a way which

merely recorded the removal of a temporary surplus as an illustration.

However, I would like delegates to presstheir views on this

suggestion by the Netherlands, as it will be necessary for that

delegation to decide what attitude they are to take on this question

if that change is made.
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Mr HELMORE (UK): Mr Chairman, if we inserted the words "for instance" ?

the place suggested, the operative part of this sub-paragraph would

permit the use of quantitative restrictions on any agricultural
product imported in any form if they were necessary to the enforce-

ment of governmental measures which operated to remove a temporary

surplus of the like domestic product. The following words would have

effect, since they would be purely illustrative, and according to my

reading of the Article with the amendment, it would give an undesirable

measure of freedom to countries which were unfortunately in the

position of having a temporary surplus to limit imports of agriculture

products.
THE CHAIRMAN: Do any other delegations wish to comment on this proposal

M. CALVET (France) (Interpretation): We accept the proposal of our

Netherlands colleague. I have no other proposal to make.

THE CHAIRMAN: Any other comments?

Mr PHILLIPS (Australia): The Australian delegation would agree with the

United Kingdom delegation, I think, that this opens the door very

widely and we would not favour opening it so far as that.

Mr BRONZ (USA): Mr Chairman, the United States delegation would agree

with the United Kingdom delegation on this point. It has been the

position taken by the United States delegation throughout on this

clause, that the purpose of the clause is to require that the impact

of surpluses of these products should be equitably shared between

domestic production and imports, and I fear that the language suggested

by the Netherlands delegation would open the way for devices which

would put an undue burden on the imported product as opposed to the

domestic quantities of the product.

Mr LOKANATHAN (India): Mr Chairman, we should agree with the Netherlands

delegation's amendment.

THE CHAIRMAN: Any further comment - the Brazilian delegate?

Mr KAFKA (Brazil):I have no definite opinion on this.

Mr. CALVET (France) (Interpretation) Mr Chairman, I should like to make

it clear that we do not ask for this addition, but we have no

objection to this addition.
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THE CHAIRMAN: Would the delegate for the Netherlands like to reply to

the comments made?

Mr. VAN KLEFFENS (Netherlands): MrChairman, I would like to make it

quite clear that we have no wish to cause any undue opening of

do rs; but there are some openings which are due and which are not

covered entirely by this limitative clause. So if the point could be

met by some other wording, we would be quite open to consider it.

Mr HELMORE (UK): Mr Chairman, as I have led the opposition, may I say

I cannot think of any words as the moment which would meet the point

made by the Netherlands. At the moment with his amendment the clause

says that these restrictions would only be conditioned by two things.

One is a relativity between the reduction in imports and a reduction

in home production, and the freedom given would be to put on imports

restrictions necessary to remove a temporary surplus of the like

domestic product. I find it difficult to see how this might not

be extremely restrictive.

THE CHAIRMAN: In the circumstances I think it is somewhat late to seek

a resolution of this difficulty by a search for appropriate words.

I suggest that we record in our report in relation to this particular

section that some delegations considered that other circumstances

might justify the action proposed here, and that this point might be

met by the insertion of the words "for instance". That would make

clear the position of the Netherlands delegate, the Indian delegate,

and so on, and would ensure that the thing was further considered late

when the precise scope of this change could be examined in detail.

Would that meet the delegate's piont; is that agreeable?

Mr. VAN KLEFFENS (Netherlands). Yes.

THE CHAIRMAN: Thank you.

THE REPPORTEUR: May I insert a paragraph of that type in the report?

THE CHAIRMAN: Yes, in the report

THE RAPPORTEUR: Without coming back here?

THE CHAIRMAN: Without coming back here. We will have an opportunity in

full Committee just to check the words and see that it accurately

represents the view of the meeting. Is that agreeable? Thank

you. Is there anything else on paragraph 19? I think we did have
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something from the Brazilian delegate on this Mr. Kafka, did you

want to raise a point on this?

Mr KAFKA (Brazil): No, Sir; I think my point is adequately met by the

draft.

THE CHAIRMAN: Thank you.

Mr. VIDELA (Chile): I have found here a reference to my reservation

with reward to Article 19 (e) 2, and I would like the Subcommittee

to allowmeto explain a little more myposition. On page 3, paragraph

6,it sayes: "Therewas wideagreement for the view that a clause on

these lines was desirable; but one Delegation proposed that the

exception should not be confinedtoagricultural and fisheries

products". I should add there: "in order to give similar protection
under-toagriculturalor/ developed countries". It is only to give an

explanation of my resolution.

THE CHAIRMAN: I think that is clear. The delegate for Chile, who is

responsible for this reservation, suggests that his point of view

would be more adequately expressed if the latter part of this

read: "but one Delegation proposed that exception

should not be confined to agricultural and fisheries products, in

order to give similar protection to agricultural or under-developed

countries". The Rapporteur will look at that. It seems to me that

the delegate making a reservation has the right to have it expressed ?

the way in which he wishes it, and I would suggest to the Committee,

therefore, that we accept the wording proposed by Mr Videla.
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he precise wording is that after "products" in line 9 of paragraph 6 insert

the words "in order to give similar protection to agricultural or undeveloped count-

ries".

MR VIDELA (Chile): Is that clear?

THECHAIRMAN: I think so. Is that agreed? Anything lseon Article 19?

MrLOKANATHAN (India): Mr Chairman, Imust first of alllask your indulgence to

raise this point. We were held up at the Joint Committeeon the day this meeting

was held and it was not possible to give previous intimation to another member

of our Delegation to be here otherwiseI would have raised it earlier. It is a

general reservation which I should like to ?. We have considered the matter

of Article 19 in the light of what was decided at the Joint Committee in regard

to economic development and we now feel that it may be desirable for us

to make a reservation in regard to the question of quantitative restrictions as

another exception to be provided for in Article 19. I do not know whether I

should make a formal amendment to that, but I would like to say this, that we

give notice thatwewouldlike to considerthat at some stage and on behalf of

the Indian Delegation I shouleadd like to read this:-

"The Indian Delegation reserves their right to add a new Soub-Section

to Article 19 (2) to include another exception in the following terms:

'import restrictions for the purpose of economic development as a

protective measure, provided that they are less restricted in their

effects than other forms of protection and provided they are in

conformitywith the criteria laid down for the purpose by the

organisation'."

THECHAIRMAN: May I suggest "propose rather than "add" and "additional" rather than

"new"

Mr.LOKANATHAN (India): Yes.
THE CHAIRMAN: Is there any comment on this?.

MR MELMORE(UK):Yes, Mr Chairman. I take it when this appears in the Report it

will in accordance with the general rule begin "One Delegation" and not "The

Indian Delegation"?

THE CHAIRMAN:Yes

MRHELMORE:I think as MrLokanathan has been kind. enough to give notice of
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what he is going to say tomorrow I would liketo give notice of what my reply

would be. It would be to ask that words should. appear after that to say that

another Delegation considered that the point was sufficiently Let in the draft

Chapter relating to industrial development, but if the suggested provision were

to be included they would wish to reconsider their attitude to that chapter.

Mr BRONZ (US): The United States would like to propose an amendment to the UK

statement to say "other Delegations".

MR LOKANATHAN (India): I have nothing to say about that I am perfectly willing

for them to reconsider their relation to those other things, but that is a

thing which every delegation can say in respect of anything else.

THE CHAIRMAN: Does anybody else want to comment on this? I take it the

suggestion is that the Indian Delegate does not wish to move now that this should

be incorporated in this record?

MR LOKANATHAN (India): No, for various reasons, one of the most important being

that we are nearly at the end of our time and I do not want to waste our

time here, but our object is to indicate the amount of importance we attach to

this question, that is all, and we may have to come back to it at some future

time.

THE CHAIRMAN: I want to get this clear. We could add this, together with the

addition which the United Kingdom Delegate has suggested, to our Report on

this question now. That would mean it would come forward to Committee 2 as

part of our Report. Alternatively, if we did not do that, it would mean that

the Indian Delegation would presumably submit it at Committee 2. On the whole,

I think it would be preferable to do it here. That is, if you are going to

do it. If there is any doubt as to whether you are going to put it in let

us leave it to the next meeting.

R LOKANATHAN (India): I am open to any suggestion you make, Mr Chairman. If you

want the reasons, why we consider this to be important we can explainthem.

THE CHAlRMAN : I think it is quite clear why you consider it important. I am

looking at it purely formally. We have the Report here in front of us at the

present time and it will from us go to full Committee 2. The question is

whether it goes including this proposed reservation of yours or whether it

does not. If we do not include it here then you have to decide between now

and themeeting of Committee2 whether you aregoing to put it forward there.
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and, as. I say, if there is any doubt abut it, if you are uncertain your-

solves, I would say let us leave it out now. On the other hand, if you do

quite definitely propose to make this reservation then I would suggest we

include it here.

MR LOKANTHAN (India): I think it is better to include it here and not waste

time there.

THE CHAIRMAN: I take it since that is to be included the United Kingdom Delegate

would want the additional sentence and that the United States Delegate would

associate himself with that.

MR VIDELA (Chile): I do not thinkit shalldo any harm.

THE CHAIRMAN: If I add by reservation to the preservation of the Indian

Delegation in order to make a balance, and say "other -Delegations".

MR HELMORE (UK): May we suggest that both go in the plural; that instead of

"one delegation" as I suggested, both sentences should begin "some delegations"..

THE CHAIRMAN: Just one point. I think looking at this fermally, the addition of

your last sentence is a statement of a right which every delegation possesses.

Obviously, if a change or an addition is made to a draft which they have generally

accepted, they would be free to rcopen the whole question of their previous

agreement. Is it necessary to state that? If that were omitted you would be

saying in effect "some delegations consider this necessary; other delegations

believe that the point is adequately met in, the chapter relating to industrial

development". That. is a statement of fact. If we add the statement that

some delegations would want to review their attitude towards that chapter if

this were inserted, that also may be true, but it is true whether it is

stated or not.. The point I ammaking is, if that is omitted probably we would

not have to state the third position. There may be some people who agree with

your first sentence who perhaps would not necessarily want to state.

categorically that they would want to review their attitude towards the

industrial development chapter,. and it might be necessary to add another

sentence which would say "other. delegations, while considering that the point

was adequately met in the draftchapter relating to industrial development,

were not sure whether its inclusion would involve a review".

MR HELMORE (UK):. No, Mr Chairman. There is a much easier way of drafting it than

that. That is, that my second sentence begins ."other delegations". and the
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third sentence begins "some of the latter", but I have not heard anybody

yet say that he would not want to reconsider his attitude to the industrial
development chapter.

MR LOKANATHAN (India): You have said a very wise thing, Mr Chairman. It is

not for my sake. I want Mr. Helmoreto withdraw his last sentence. I think from

the point of view of the general success of the objects of this Conference

I would say that and not for the sake of the Indian Delegation or any other

Debgationthe reason being that if there is a sort of -- I do not say you

are doing it, but if there is a sort of implied threat that supposing Iput this

in you would withdraw all you have done with regard to the Committe's work, we

onbehalf of India arequite willing to take back everything with regard

to the Committee's work, so that would not be any help at all. I think we

should support the wise words of the Chairman and should not have that

implication.

THE CHAIRMAN: I think you are putting rather more into the words of the

Chairman than he intended. I was, I hope, concerned solely with a mechanical.

problem here. Perhaps we should leave a settlement of that until we hear all

the views of the Comittee. Does any other Delegation wish to express a view

on this?

MR DEUTSCH (Canada): I should like to say we would as: ? ourselves with the

position taken by the United Kingdom

MRPHILLIPS (Australia): I think we would agree rather with the - rd alternative,

that we are inclined to think that is covered in the work of the joint body,

but if it is not we think it ought to be covered.

MR KAFKA (Brazil): I would associate itself with the Declaration of the

Australian Delegate.

THE CHAIRMAN: I think in the circumstances the correct method of dealing with

this is tosay"some delegations reserved their right to propose an additional

sub-section" etc., "other delegations considered that this point was

sufficiently met in the draft Charter relating to industrial development. Some
of thelatter considered that if the suggested additional exception were to

be included in this section they would wish to reconsider their attitude

to the Chapter on industrial development". I think that is ? correct

statement of the views which have been expressed.
68.
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MR HELMORE (UK): And we have a chance of locking at all these words tomorrow.

THE CHAIRMAN: That is right. Is that agreed, that we record the positions in

that way?

MRLOKANATHAN: Yes.

THE CHAIRMAN: Is there anything elseon Chapter 19?

MR PHILLIPS(Australia): Just one point. We have somedobubt about paragraph

2(a)(ii) and whether the present wording will adequately cover the point in

connection with price cntrol. At the same.time we have not beeable to

think of adeuqtae words instead. I merley want to say that we make the

reservation that are not satisfied that those words are satisfactory and

wemay wish to come back to this.

THE CHAIRMAN: It would be a verbal change?

MRPHILLIPS (Australia): Yes It is the words war timeprice control"

"undegoing shogrtages subsequent to the war". I am not quite sure whether

those two things do cover the position. It is possible that in conjunction

with paragraph (b) of that same section they may, but Iam not quite satisfied

about it. I merely want to give notice that we might come back to that point.

I do not suggest you record anything.

MR VAN KIEFFENS(Netherlands)Mr Chairman, not having assisted at all your

deliberations I am affraid I have/temporary surplus of remarks to make. There

are a few expressions which are not altogether clear tome. In some csases it is

said "the like domestic product", but there ar someclasses of goods which

are interchangeable. Those you do not produce yourself may be importedand

havea very direct bearing on things you do produce and if this expression

of "like domestic product" is to be taken quit in its strictest sensethen

it might causegreat diffculties. I would like to draw the attention of the

committee to thispoints. I do not know whether it is necessary to do something

about it.

There is another point on which I a feeling rather uncertain. That is

in paragraph (e) beginning at the words "moreover, any restrictions imposed
under (i) of this sub-paragraph". If I read-it correctly countries have to

restrict the quantities of like domestic products and there should be

relation kept with previous representatives periods andwith something of the

future, which is impossible. I think that is contradictory. If you have to
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restrict to keep a certain relation you cannot make the relation to bear

on the circumstances which would prevail if there was no restriction; so how

you are to put this into practice is not very clear to me.

THECHAIRMAN: I think neither of the points are matters of substance. I think the

use of the phrase "like product" has by this time a fairly well established

traditional meaning in this sort of context - at least, I have been informed so

- andwhile I think we all recognise the logical difficulties to which the

Delegate from the Netherlands has drawn attention, I think we do have to rely

upon the practice of the past in the use of a phrase of that sort.

In regard to the second point, I think. what was intended was not

so much that you should apply two conflicting bases for the assessment of

this relationship between imports and home production, but that while you

would base your proportion primarily upon what happens in the past, you would

be authorised, you would be permitted to vary that proportion if in the past

and up to the time e when you proposed the restriction there had been things

hapening which weretending to alter that proportion. For instance, if there

was in progress technical change which brought about a difference in the

relative costs of imports and home production of a kind which tended to increase

the proportion of one or the other, you would be permitetdtodepart from the

average of the pre-restricted years by allowing a greater proportion of home

production or imports according to the general trend in that period. I think

that is the sort of thing that is intended; that you should not be ? to

the purely mechanical application of proportions which existed in the past,

but you would be allowed varying proportions, not in the light of things which

you thought might happen in the future, but of trends which did in fact exist

in the past.

Does that meet your point?

MR VAN KLEFFENS (Netherlands): Yes, I think that is clear, but the wording is

not very clear.

MR VIDELA (Chile): As regards this understanding of "like products" I do not

know whether it was here or at the procedure committee or the main committee,

but someone described "like product" as "identical product". ? would like to

have that definition on record.

THE CHAIRMAN: We will, clock that. Is there anything else on Article 19?
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Mr BARUDUC (France)(Interpretation): :Mr ChairmanI wonderwhether we could not

meet the opint oftheNetherlandsrepresentative by deleting all reference

to/previousperiod. . In the 6th line-from the bottom of page 22 I think we

should only say "in determining thispropertion the member shall pay due

reard to any special factor which may exist" and drop all reference to a

previous period.

THE CHAIRMAN:If I may say so, I thinkit is somewhat late for us to consider

achange of that sort, whichis I think a fairly radicalone, and I would

suggest to the French Delegate and the Delegate from the Netherlands, that if

they felt that that would bean improvementthey might record their view so

that it could be taken into account at our second session. It does raise

a quite important principle, in that the Committee has agreed that some

period in the past, unspecified, provides the best working basis, although you

do have to take account of other things which are happening. If we have to cut

out the reference to the past period I think it would be a very radical change
in the views which the Committee had previously expressed.

ENS
Mr VAN ?/(Netherlands): What was worrying. was not the previous period, but

what might reasonably be expected to rule in the absence of restrictions.

That is the point because if you have to take into account what happens when you

do not apply any restrictions, it is possible to apply restrictions.

THE CHAIRMAN: I agree it is difficult, but there are same things that it is

possible to know. There is the example I grave of changing costs. If home

production costs were falling very rapidly it would be reasonable to argue, that

quite apart from the restrctions, that would have the effeect of increasing the

proportion of the mark.ettakenby the local and on that basis youa

could justify to other countries concerned the reservation of/larger pro-

portion of the marketto the local product, I think it would be unreasonable

not to allow a country to take such factors into account.

However, I suggest to the French and to the Netherlands Delegate that

if they wish to takeup this point they should ask for a note to be taken of their

views on it so that it can be given further consideration.

MR VAN KLEFFENS (Netherlands): I will not press this point, Mr Chairman.
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THECHAIRMAN: Thank you. Anything further onArticle 19? can l takeit

that Article 19 is approved? And the Report thereon?

We can then refer thewholeof this of this Report, togther with the Draft

Articles, to the full Committee 2; and I think, with due modesty, that

weare entitled to considerable credit.

MRHELMORE (UK): May I say that no shall art of it is due to yourself,

Mr Chairman.

THECHAIRMAN: Thank you. Themeeting is declared closed.

(TheMeeting closedat 4.43 p.m..)
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