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CHAIRMAN: The Meeting, is open.

I think we may start, even if some Delegates have not yet

arrived.

Do you remember that the Article we are going to discuss

to-day, article 15 of the Draft Charter, was not drafted at the

London Session, and. the Drafting Committee, on the basis of the

discussion in Commission 2 in London, has tried to set up a

text which is inserted in the New York paper. Obviously this

places this Article in a slightly different position from the

Articles which were drafted at London, and that perhaps is the reason

for the very great number of Amendments we are going to go through.

Nevertheless, I hope we shall be able to boil down the

differences so that it can be put to the Sub-Committee to dispose

of.

You will see in the New York paper, under the heading "General

Comments", that one Delegate, the Delegate of Brazil, proposed

adding a new paragraph. I would like to ask the Delegate of Brazil

whether he wants to speak on this suggestion?

Mr. RODRIGUES (Brazil): Mr. Chairman, we have received

instructions from Brazil to withdraw this reservation.

CHAIRMAN; Thank you. I hope we can go on with the same

result for others.

The second point, in the General Comments in New York, was

made by the Delegate on Cuba, but I think that when he said nothing

he meant to reserve his position. That is now covered by his

definite proposal for certain Amendments.

Mr. GARCIA-GLDINI (Chile) (Interpretation): May I suggest,

Mr. Chairman, that we defer your lest question until the

Representative of Cuba has arrived?
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CHAIRMAN: I regret I did not notice that the Delegate of

Cuba was not present.

We pass on then to paragraph 1. There you will see, in

Doc. W/150, that the Delegations of the United States, Cuba and

Norway propose the deletion of the first paragraph of the New York

Article 15.

The Delegate of China proposed a certain Amendment to this

paragraph, but if the paragraph should be omitted altogether, that

amendment would, of Course, disappear, and I do not think we need

to deal with that Amendment in the first instance, whether or

not we decide that the U.S. proposal is accepted,

Mr. SHACKLE (United Kingdom): Can I ask a question, Sir?

I assume that the U.S. proposal is dependent on the addition

they suggest at the end of what is now paragraph 2. Is that so?

CHAIRMAN: It is my own opinion, but I wanted to ask the

U.S. Delegate to answer the question.

Mr. Oscar RYDER (United States): Mr. Chairman, I do not

know whether I would say "dependent" but "closely connected", as

regards the two Amendments; and in the original proposal which we

considered at the London Meeting, in paragraph 2 it was provided

that Members recognise that the imposition of internal taxes on

the products of other countries for the purpose of affording

protection for the domestic production of competitive products

would be contrary to the spirit of this article, and they agreed

to take such measures as may be open to them to adopt a new or

higher tax of this kind within their territory.

Now, at the New York Meeting of the Drafting Committee, that

provision was dropped out, and apparently the first paragraph of

the present Draft was inserted. Now that paragraph is binding on

no one, it expressed an auditory principle, and I see no useful
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purpose that it seervs, to retain it in the present Draft of

irciole 15.

Nnw the problem which Article 2 of the old preceding Draft

was intended to cover is covered by the Amemdtent which the U.S.

Delegation erc ofifergin to paragraph 2, which, if thi -paragraph 1

comes out, will become paragraph 1; and that reads: "Moreover,

in cases in which there is no substantial domestic production

of like products of national origin, no merber shall impose new

or higher internal taxes on the products of otheM eeembcountriesl

for the purpose of affording protection to the production of

competitive products."

That makes the meanngE uchoel.erorc hbn4it was in the

original United states proposal.
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CHAIRMAN: The Delegate of the United Kingdom.

Mr. R.J. SHACKLE (United Kingdom): Mr. Chairman, after the

explanation which the United States Delegate has just given, I

say that I support his amendment: that is to say, the present

paragraph shall be deleted on the understanding that it is

replaced by the sentence which he proposes to add at the end of

what is now paragraph 2.

CHAIRMAN: The Delelegat: of aurhy.-

L. M. ANDELI}E (Norway): Mr. Chairman, our proposal for

the deletion of paragraph 1 ns Lot dependent upon the inclusion

of the last sentence of paragraph 2 which is included in the new

American prspo al-in fact, we would not be able to accept the

new proposal to paragraph 2 suggested by the United States. We

maintain our proposal that paragraph 1 should go out, and then

when we come to paragraph 2, which would then be new paragraph 1

we could t kp'u; the other problems.

CHMARY&N: eTre Dsleeaoo vf China.

Mr. K.SA M (China): Mr.aCrman,i:w vhat the Nerwaniuu

Delegateshsa Qzid in rrgaid toragaap-r1h i reseazsntz ouiew:Bws too.

CKLANMJX:A e r; thern a"y otherm rksrLr? eTht Dgaee:tc of

gBelium.

M. MOSTIN (Biumjb()nterpretationb:oi) Mr . Chairman, the

gBeliaen Dlegation ask ior the maintnance of paragraph 1.

CHAAIRMN: e Th Delteaoga f Chile.

M. F. GARCIA OLDINI (Chile) (Interpretation): M. Chairman,
may we ashek t wNgoreian Delegate to indicate why he suggests the
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deletion of paragraph 1 without favouring any addition to paragraph

2? e W would like to know the reasons for ihts suggestion.

CHAIRMAN: The Delegate of Norway.

ILJ T. LAUiNDER (Nwrvay): Mr. ah,mani:, the reasonsia that,

in ouv riew, pagraruphnis thexeszingL. dfact would be, practically

6peang.t, eqla1 to thexe.isting paragraph 2 and the first sentence

of paragraph 3. In other words, pararap2 L and the first sentence

of para raph 3 are, in our view, the complete application of the

principle laid down in paragraph 1. We eecl, however, that

paragraph 1 is not as clear. as it should be. Consequeltiy, we

suggest that it be delated.O n. the other hand, of cour, - we

maintain that the present paragraph 2 and the first sentence of

paragraph 3 be maintained.

CHAIAN:: The le2pgetc of Cabc.

M. G. GUTTREIREZ (Cuba): Mr. Chairman, enGL tsi;aragrap h 1

of Article 15 was discussed, the CubaneDulegation resvered its

position. Now we have presented an amendment for the deletion of

paragraph 1. We are very sorry to state that we are absolutely

unable to accept the text of the New York draft, because it

clearly says something that in our opinion no country can fulfil.

It says: "The Members ageec that neither internal taxes nor other

internal charges nor internal laws, regulations or requirements
should be udec to fafdrCidec6lt y-or indirectly for any national

product". We mu t-steta very clearly that our country is

having la s-enacdea every day and is continually enacting lawsot3
protect its national inrezestq, because there is no other way for

thenirdustrialisation of the country. If we accept that wording,

we would be acting agasn4anrx capceted law and weacrnnot accept that.

V
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Mr. R.J. SHACKLE (United Kingdom): Mr. Chairman, I would

say this: that I wouldagree,I think, that paragraph 1 of this

Article, as it is drawn, is too widely worded. At the same time,

I think there is quite a definite case for the addition which the

United States suggests to make to the end of the present paragraph

2. I might illustrate by an example. Let us suppose that some

country in its negotiations has secured the binding of the duty

on oranges. Country A gots a duty on the binding of oranges from

Country B. Now, Country B afterthat can proceed to put on an

internalduty of any height at all on oranges, seeing that it

grows no oranges itself. But by putting on that very high duty on

oranges, it protects the apples which it grows itself. The

consequence is that the binding duty which Country A hassecured

from Country B on ito oranges ismade of no affect, becausenix.

±otthpe eerca orangesf spushed d):wsp zoghih by tshinzenatra

duty that none o nca buy ethm. The Consequence is that the

jocbet of that binding is defeated. Ist esem tmeul ahlt that is

a point ahet sag eot to beat>ken cert ofancad I think that eho

United States amendment is well-ccnoeived to take care of it.

CHRAIMAN: ehQeDogebetc of Belgium.

_ 7 -
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M. PIERRE FORTHOMME (Belgium) (Interpretation): I believe

that, if it is true that the Cuban delegate has made a point, it

would be excessive to draw the conclusion from that point that we

should proceed, with the suppression of paragraph 1. It is

perfectly true that a certain number of laws or international

regulations are meant to be in favour of the industrialisation of

the country, and therefore they have, in some respects, their

influence on imports in this country. However, a great number of

laws are directly and specifically meant for the protection and

therefore I should think that even taking into account the

observations male by the honourable representative of Cuba, the

suppression of paragraph 1 would not serve the purpose and to

restrict only the meaning of Article 15 to duties and taxes would

be to limit it to too great an extent.

M. GARCIA OLDINI (Chile) (Interpretation): I think that two
arguments have been brought forward in favour of the suppression of
paragraph 1. However, we could deal with this question before we

continue with the study of paragraph 2 as it stands. Therefore,

I would like, Mr. Chairman, to ask to divide the discussion into

two, just to restrain ourselves.

CHAIRMAN: I was Just going to make a suggestion on the same

lines, with a slightly different result. Some delegates would be
willing to agree to the suppression of paragraph 1 on the condition

of the American addition to paragraph 2 being accepted. So I think

in order to clear the discussion we will deal first with the

American proposal with regard to paragraph 2, and in the light of the

result of that discussion we could then decide whether we should

maintain or not maintain paragraph 1.
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Mr. K.S. MA (China): Mr. Chairman, I want to support the

views of the Chair, just expressed.

CHAIRMAN: If there is no objection, we shall then deal with

the American proposal of addition to paragraph 2. The text has

already been read to you by the American delegate, and I would like

to hear the opinion of other delegates.

Mr. J.J. DEUTSCH (Canada): Mr. Chairman, I would like to

support the Aerican amendment to paragraph 2.

M. GARCIA OLDINI (Chile) (Interpretation): However

attentively I have been listening to what has been said up to now,

I have not got the impression that enough arguments have been put

in favour of considering the addition of this new text, without

taking it into relation with paragraph 1.

CHAIRMAN: Obviously, when we discuss whether we shall accept
the American addition to paragraph 2, we will know that after having

done that, we shall go back to paragraph 1. We have the two

paragraphs in mind, but we look upon the two paragraphs from the

point of view of the American amendment to paragraph 2.

Mr. J. MELANDER (Norway): In addition to what I said a few

minutes ago, I would like to come back to the American proposal.

The case mentioned by the United Kingdom delegate is a point which

I think we have to meet in one way or another, but hispoint was

really one where you have an extreme case of a country, having

agreed to tariff reductions, introducing internal taxes in order to

defeat the purpose of the agreement on tariffs already concluded.

That is a very extreme case and a case which I think is very
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unlikely to happen in the form he mentioned. That is the reason

why I do not think we should accept the American proposal in its

present form. The main reason is, to my mind, that we are laying

down in Article 15 the principle of national treatment, in other

words that goods of foreign origin shall be treated on the same

lines as goods of national origin. That is the principle and to

introduce any amendments to that principle, which would so to say

lead to foreign products being treated in a different way, would

to my mind go much too far. However, as. I said, I think that we

could perhaps try to find ways and means to meet extreme oases like

the one the United Kingdom delegate had in mind. But I think that

in principle we should stick the rule as it stands in the present

paragraph of Article 15, and try to solve that other extreme case

in a different way.
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CHAIRMAN: The Delegate of China.

Mr. K.S.MA (China): Mr. Chairman, on this question of

national treatment, our new Treaty of Commerce with the United

States, to which we attach great importance and which we regard

as a concrete expression of the cordial relationship that has

existed all along between the two countries, expressly states

that national treatment is confined to taxation only.

This is as far as we can go. Any provision or any

amendment that would extend the application of national treat-

ment beyond taxation would place a serious restraint upon the

government concerned to make the necessary improvisations to

meet the needs of the constantly changing conditions inherent

in the initial stages of industrialization.

The extension of national treatment beyond the purview

of taxation would jeopardise the position of an undar-developed

country in its industrialization, which requires, from time to

time, readjustments to new conditions. It will stifle its

growth and is, therefore, contrary to the aims of the chapters

on Economic Development in the Charter. Expansion of inter-

national trade and economic development of Member countries

must go hand in glove. An impoverished China will benefit

no country, evan though international trade be free of all

restrictions and tariffs. For that reason, we are unable

to accept the United States amendment, particularly in regard

to the second part of the paragraph from "Moreover" onwards.

We propose the deletion of that part. We can accept the first

sentence in this paragraph.

CHAIRMAN: The Delegate of Belgium.

M. Pierre FORTHOMME (Belgium) (Interpretation): Mr.

Chairman, we would agree with the United States amendment with one
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slight amendment - a sub-amendment, if I say say so - because

we are not agreed upon the introduction of the words "impose

new or higher internal taxes on the products of other Member

countries. .." I think it will be quite sufficient if we

leave the sentence as follows: "Moreover, in cases in which

there is no substantial domestic production of like products

of national origin, no Member shall impose new or higher

internal taxes on the products of other Member countries for

the purpose of affording protection to the production of

competitive products." This seems to meet the point which

has been made by the United States Delegation.

CHAIRMAN: Before calling upon the next speaker, I

would like to ask the United States Delegate what he thinks

of the suggestion just made by the Delegate for Belgium.

Mr. Oscar RYDER (United States): Mr. Chairman, first

I would like to make a few remarks about the statement of

the Delegate for China.

The United States amendment to this particular Article

does not deal with anything other than taxes. It recognizes

that national treatment may, in fact, be violated when an

importing country places a tax on a product which it produces

in negligible quantity, if at all, and does not Place that

tax on a highly competitive domestic product.
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Mr. OSCAR B. RYDER (United States): Mr. Chairman, first I

would like to male a few remarks about the statement of the dele-

gate from China.. This United States amendment to this particular

Article does not deal with anything other than taxes. It recog-

nises that an international agreement may in fact be violated when

an importing country places a tax on a product which it produces

ininegligible q antity If at all and. does not place that tax upon

a highly competitive domestic prcduct, and it was to oover that

situation that this amendment was introduced.

Now,os to the suggestion af the delegaae from Belgium, it wts

the purpose of. the .American Delegation in introducing this amend-

ment te ensure that there b no new or increased internal taxes

imposed in the situation I haee just outlined. Wc did not think

it was advisable to try fo force the repeal oA all the existing

measures of this kind which, as we understand it, are relatively

few. In our opinion such taxes should be treated in the same way

as protected duties.

M. E.C.RODRIGUES (Brazil): Mr. Chairman, I. support the second

part of the United States amendment, but I doubt if I should speak i

now about the first part which is the same as the New York draft,

because I see the wordc ldirectly or indirebtiy" before "on like

products of national origin," If this is the proper time I should

like to expres. my'views about that,

CHLXkIR): I hould like to finish'the discussion on the

Amerinan amendment first.

M.P. GARCIA OLDINI (Chile) (Mnterpretmai,n): Nr. Chairifnj
as you have pointed out very properly yourself, I think that in the

discussion hich we have started on paragraphs 1 and. 2 of Article

15, we should take ascese basis of our disoresion the draft which

has been prepared by the Ncw York drafting committee.
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As far as I am concerned I do not see any relation of substance

between paragraph 1 as it now stands in Article 15 and the amend-

ment submitted by the United States delegation. Paragraph 1, in

fact, establishes a basic principle and says that excessive pro-

tection must be avoided in certain given circumstances . The United

States amendment, as I see it, refers to an entirely different

matter, and, as the issue is not quite clear, the wording of the

amendment is obviously fairly involved.

Let us read it together to see the points of obscurity which I

personally find in this amendment. In addition to the problem of

directly or indirectly" to which the delegate from Brezil has already
referred, there are several other points which are open to inter-

pretation and to discussion. Thus, for instance, in the first

line, the amendment refers to" cases in which there is no substantial

domestic production." What is the actual meaning of the word

"substantial"? Obviously such an expression, vague as it is, calls

for varying interpretations. Then, again, in the following lined

you find the words "production of like products." The discussions

which have taken place at this Conference and at previous meetings

of the Trade and Employment Conferencehave shown that the definition

of the word "like" in connection with production is far from being

an easy matter. Finally, at the end of the amendment it says "the

purpose of affording protection to the production of competitive

products." As obviously in the matter which we are discussing the

problem will not be of comparing identical products but to find out

Whether some product of a different nature may be considered as

competitive, there again it will be necessary to indulge in detailed

definitions, and, maybe, complicated issues.
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The very fact that in this amendment, as I have attempted to

point out very briefly there are so many loopholes, and so many

terms which require proper definition, would, I should state, be a

sufficient reasonfor not accepting this amendment. There-

fore, I wish to state that the amendment as it is now drafted goes

beyond the scope of the problem which is laid down in paragraph 1

of Article 15. There are very few States, I believe, which would

be willing to accept a classe by which a foreign umpire would have

the power to decide whether an internal tax imposed by the State is

or is not acceptable for the reasons claimed by such State.
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CHAIRMAN: The delegate of France.

M. A. KOJEVE (France) (Interpretation): Mr. Chairman, as

much as the French delegation has been sorry not to see eye to eye

always with the delegate of Chile, I am this time partioularly

happy to say that I agree entirely with what has been so clearly

and aptly put by the delegate of Chile.

CHAIRMAN: The delegate of India.

MR. S. RANGANATHAN (India): Mr. Chairman, our delegation

also finds itself completely in agreement with the point of view

expressed by Chile.

Even if we were to accept the general principle underlying

this American amendment, in practice we anticipate considerable

difficulties for the very same reasons which Chile has pointed out

there will be disputes about substantial production.

The position is also complicated in India by the fact that,

for example, our Provinces have the power to levy sales tax, and

every time any Province introduces sales tax on some commodity,

it will be open to dispute whether the intention underlying that

levy is for a protective purpose or not, and also whether it does

infringe on this concept of a competitive product or not. It

was mainly with that object in view - that is, because of the

distribution of tax in India - that a reservation has already been

made, even for the first portion of paragraph 2.

So, even if we were to accept the principle underlying this

amendment and welcome it, because it restricts the use of this

Article by removing from it matters other than taxes, we feel it

will in practice give rise to considerable difficulties. Also,

it may be unwise to put in a provision which is morn likely to

E/PC/T/A/PV/9
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lead to disputes than to the settlement of disputes - more likely

than paragraph 2 without such provisions.

CHAIRMAN: The delegate of Belgium.

Mr.P. FORTHOMME (Belgium) (Interpretation): I have listened

with a great deal of attention to the very lucid explanation given

by the delegate of Chile.

However, I would. like to put one question. Does the delegate

of Chile mean that it would be good to find, perhaps, another draft

in order to do away with the difficultics which he envisaged, or

does he want to let drop entirely the principle involved in

paragraph 2 as it stands?

Mr. F. GARCIA-OLDINI (Chile) (Interpretation): Mr. Chairman,

I ha.ve already stated at the beginning of my last remarks that,

as I eec it, tec whole of teQ United Sa-tes Amendment is outside of

the cooec of the Charter, and more particularly of prXgraaph 1 of

aticle 15.

I have already also stated that I did not believe that any

government would accept a clause which is open to such wide

interpretation. Consequantly, the only solution that I would

consider, as I suggested, is to drop this entirely.

CHAIRMAN: The delegate of the United States.

MR. O.B. RYDER (United States): Mr. Chairman, the delegate

for Brazil complains that the words "directly or indirectly" have

the same meaning as the amendment offered by the american delegation.

I do not think that that is correct, because the phraseology is

Charges of any kind higher than those imposed, directly or

indirectly, on like products of national origin", and the American

amendments desires to take care of products that are not "like".

J. - 17 -
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Mr. RYDER (United states). Now I would like also to make

a few remarks on the very interesting statement of the Delegate

from Chile. I think we will all have to agree that in this

Charter we have to use words which are difficult to find; and

I cannot see that "like" as used in the sentence we propose to

insert is more difficult to interpret than "like" in the

preceding sentence, and I cannot see, from my own experience

in dealing with questions of similarity and competition, that

it is any more difficult to define products that are competitive

than it is to define what products are like.

CHAIRMAN: The Delegate of Brazil.

Mr. RODRIGUES (Brazil): Mr. Chairman, I have nothing to

say against it, the second part of paragraph 2 as it stands in

Document TW/150. I think the second part is the only Amendment

of the American Delegation: but as the American Delegation had

put in the same Amendment - the first part of paragraph 2 - it is

the same Draft as the New York Draft, and as I do not agree with

the expression "directly or indirectly" included in this first

paragraph in the fifth line of the New York text, I should like

to explain my views. Everybody knows in taxation there exists a

very clear division between direct and indirect tax.

In spite of being criticised, it is generally certain, and

if those two words "directly or indirectly" remain in the first

part of this paragraph, later on the Organisation and every person

who has to deal with this matter will have trouble, because we

areconcerned with all these products, and the indirect tax

cannot be imposed upon products. I should like to ask a question

of the representative of the United States.

The United Statescorporation income tax which is imposed with

some discrimination upon foreign countries - would it be prohibited

- 18 -G.
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in the light of this Draft in tht New York text? It is a direct

tax - it is not on a product, because I do not know of any direct

tax upon products; but there is no doubt that the tax, the

corporation tax, is not a personal tax. But a real tax should be

regarded as a discriminatory tax upon products, and you have the

same thing in Brazil, and all the countries we represent have the

same situation.

If the representative of the United States can explain any

other meaning of these words, I perhaps can change my idea about

them.

CHAIRMAN: The Delegate of the United States.

Mr. RYDER (United State): Mr. Chairman, the question that

the Brazilian Delegate raises is a technical question, and one

that probably should be dealt with in Sub-Committee. There are

examples which I gave, of a tax, nota tax on a product as such Ac /

but on the processing of the product, which are covered by the

wor 2n r2e

It might be better, however, to delete the words "directly

or indirectly" in the fourth line, and insert them in the second

line, before internal taxes, so as to read "exempt from direct or

indirect internal taxes". However, as I said, this matter we

are discussing at this moment is a technical one.

CIIR,'& The Delegate of South Africa.

MSr. ELLOWaY(soth Africa): MirCha.iman, I had not intended

to sApeak about rticle 1, or the rredraeft of Aticl 2 which now

takes its place, because it seemed to me such an obviously necessary

counterpart of what we are doing in the tariff negotiations that

I was a little bit surprised at any discussion except on the wording;

but it seems to be necessary just to make this point.
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There does not seem to me to be any purpose served at all,

but if any Delegation should give and exchange benefits for the

purpose of getting a rate of duty for the introduction of its

goods into another country, that country is immediately free to

put on an internal tax to stop the concession it has given. That

seems to me to be perfectly obvious.

When the Delegate for Chile says that this Article 1 is

in conflict with the purposes of the Charter, I Just do not know

where I am, because if that is the case the value of all the

concessions we are getting must be discounted very severely -

because one never knows what sort of internal taxes may be

imposed by a country to take away the benefits they have given

you.



- 21- E/PC/T/A/PV/9

CHAIRMAN: The Delegate of Chile.

M. F. GARCIA OLDINI (Chile) (Interpretation): Mr. Chairman,

I want to clear up one point. I never said that paragraph 1

was in confliet with the spirit of the Charter. I said,on the

contrary, that paragraph 1 conformed to the spirit of the Charter.

What is againstthe spirit of the Charter it the United States

amendment, because it conflicts with the spirit of paragraph 1.

CHAIRMAN: Now, elevenDelegates have spoken on the question

and opinions seem: to be divided. I would, like to make the

following suggestion, that the ad hoe sub-Committee be asked to

see whethersome re-draft of paragraph 2 of Article 15 is possible,

soas to meet such points as the one presented to us by the Delegate
of the United Kingdomand so as to clear away the objections of

the Delegate of Chile; and also to see whether, in the light of

the draft they arrive at, it would be right to omit paragraph 1

and make the New York paragraph .2, No.1.

Are there any observations on this suggestion? ...Then that

is agreed. We pass ontothe next item in Document W/150.
The Chilean Delegation proposes an addition to paragraph 2. It

proposes to add: "The provisions of thisparagraphshallnot

imply exemption from internal taxex imposed on imported products

to bring them into line with the taxes imposed on national

products". Before asking the Chilean Delegate to kindly

explain further, I would like to say that my immediate reaction

when I read that proposal was that what it says here should be

obvious from the text already before us, but there may be some

meaning which I did not catch.

The Delegate of Chile.

M. F. GARCIA OLDINI (Chile) (Interpretation): Mr. Chairmen,

I do not understand yourdoubts as to the amendment suggested by

the Chilean Delegation. ..
CHAIRMAN: (Interpretation): Only this, that I find your

amendment so obvious a conclusion drawn from the New York text,
ahra kingsm-se-it iyspladimiI hdertroon-yourpoint.nuo
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M. GARCIA OLDINI (Chile) (Interpretation): As many other

delegates, the Chilean delegation have had some doubts in respect

to this Article as well as to other Articles, as to whether certain

essential problems and certain aspects of the question which are

essential for our national economy were actually applied in the

draft of the Articles. The situation to which our amendments

refer is more or less the following. After the depression in 1929/
1939 the Chilean government, for obvious reasons, had to introduce

a tax which corresponds more or less to a turnover tax. Such a

tax was not very popular and in view of the adverse reaction of the

consumers, we had to change our system and, to establish,in lieu of

this turnover tax,a tax at the basis, in other words a direct tax

which was represented by the turnover tax which had to be changed

into an indirect taxation. We consequently are faced, in our

country, with two separate systems, one dealing with direct

taxation and the other with the indirect taxation. We are anxious

that taxes so imposed nationally could be balanced by equivalent

taxes which we want to impose on imported products. This is an

explanation of the amendment which we have submitted, reading "The

provisions of this paragraph shall not imply exemption from

internal taxes imposed on imported products so as to bring them

into line with the taxes imposed on national products.

If this statement is implied in the present draft of Article
15 paragraph 2; and if such facts can be officiallyy acknowledged
either in the footnotes to the Charter or in some other official

document of the Conference, we will then be satisfied. If this

was not clearly stated, we would have to insist on our point of

view and develop it at greater length.
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Mr. R.J. SHACKLE(United Kingdom): Mr. Chairman, if I

understandthe point raised here is really a question of whether

tax on imported goods is charged. In the case of a home product

it naturally is charged within the country - that is obvious. In

the case of an imported product it may be much more convenient to

charge it at the point at which the goods come through the customs.

That is a very common practice indeed, I believe. I certainly

see nothing in the Article which would rule that out at all. I

expect most countries would want to be sure that it is permissible.

I imagine that it is permissible already.

I would like to add just one thing more. If you look at

Article VIIl on Schedules of Concessions on Particular Products, on

page 69 of the New York text, you will see two footnotes. The

first one of those notes deals with the following point. The last

part of the note says: "Such products shall also be exempt from

all other duties or charges imposed on or in connection with

importation, in excess of those imposed on the day of the signature
of this Agreement or required to be imposed

/thereafter, under laws (name of the country) in force on that day

provided that this sentence shall not prevent the government of

(name of country) from imposing at any time on the importation of

any product a charge equivalent to an internal tax imposed in

respect of the like domestic product or in respect of an article from

which the imported product has been manufactured or produced in

whole or in. part." But it is suggested in that footnote that the

words on those lines should not appear in the text of the tariff

schedule. So it seems that,at any rate,the purposes of a general

agreement on tariffs and trade and the schedule of the Drafting

Committee was contemplated in New York.



E/PC/T/A/PV/9

M. GARCIA OLDINI (Chile) (Interpretation); Just one point,

Mr. Chairman. It would be understood that the drafting of

paragraph 2 of Article 15 as it now stands, would not conflict with

the spirit of the amendment which the Chilean delegation has

submitted, and that the footnote which has been read by the delegate

for the United Kingdom would also apply in its spirit and definition

to the Charter itself.

CHAIRMAN: Unless there is any objection to this, I will take

that we agree to that interpretation.

We now pass on to paragraph 3 of Article 15. There we have,

in the New York document, a number of reservations. I have gone

through them, and I find that practically all of them have been made

subject of new amendments submitted to our Commission and

incorporated in W/150. I should think it will be the most

practicable way of considering paragraph 3 in dividing it. On

the first sentence, we have an amendment by the South African

delegate. He proposes the deletion of the word "transportation",
in the seventh line of the New York draft.

. - 24 -
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Dr. J.E.Helloway (South Africa): There was a long

discussion in Commission B on a counterpart of the same subject

as is dealt with by the South African amendment to this

paragraph. The question was dealt with in Commission B,

whether transportation, telecommunications, insurance, banking

and certain other services should be dealt with in the chapter

on restrictive business practices.

The Commission gave a considerable amount of time to it

and ultimately came to a conclusion, which will come before the

Preparatory Committee at a later date, which is contained in

Document W.144.

In effect, the trend of their discussion was that, whilst

there are many serious problems affecting international trade

in transportation and these other services, it was the feeling
of that Commission that the laying-down of rules in detail to

deal with those matters would probably go beyond the competence

of this Conference and would in any case be undesirable to do.

The Cormmission therefore has recommended to the Preparatory

Committee another method of dealing with this matter and that

will come up later.

I could at some length explain what difficulties would be

encountered if we simply put this one word ''trans.:...j

the text and left it at that, It would be a fulmination against

this particular type of sin but there would be no further

discussion of what the sin was and in what circumstances it

had to be avoided. That is what Commission B round, too.

I do not propose to take up the time of this Commission

by going into details and saying how difficult it would be for

this Conference to draft the rules that would be a necessary

adjunct to having transportation in this article, unless of course
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there is a great deal of pressure to keep the word. In that

case, I would have to press the matter further.

I suggest, Mr. Chairman, that if you cannot deal with

the type of transportation which goes between the border of

one country and the border of another country in the Chapter

on restrictive business practices, it is as difficult to deal

with the portion of transportation which takes place inside

the country. After all, the transportation which enters

into international trade is not the bit which starts at a

border and ends at a border; the goods come from some point

inside a country and go to some point inside another country,

and therefore that transportation is one whole subject, Tnere

is no difference between inland transportation and oceanic

transportation from that point of view.

I would therefore suggest, Mr. Chairman, that the word

"transportation" should be deleted from this paragraph and

that when we come to it in the Preparatory Committee we might

deal with the whole subject of transportation on the basis of

the Report from Commission B. It, however, that is not

acceptable to this Commission, I fear I shell have to go at

some length into the question why internal transportation is

not a suitable subject for treatment by this Conference.



27

Mr. PIERRE FORTHOMME(Belgium) (Interpretation): The

Belgian delegation is opposed to the deletion of the word "trans-

portation" in paragraph 3 of Article 15. The argument drawn by

the representative of theUnion of South Africa from the comparison

between the decisions x suggestions which Commission B made con-

cerning Chapter VI and the clauses in the Article which we are now

discussing seems to be somewhat broad, and in any ease I wish to

remind you that when Shapter VI was being discussed the Belgiam

delegation always favoured the inclusion of "transportation" in the

clauses of that Chapter. We should never forget that what we are

dealing with now are protective measures and it seems obvious that

the reason for manipulating rules for freight for transportation

of goods is that they may become a protective measure as many others

are. We all know from experience that it may well happen that an

imported product which comes from a point 15 miles perhaps beyond

the national boundary may actually be the object of a protective

measure, if the rate imposed for such a short distance which this

article has to be transported inside the national territory is

higher than that for a national product of the same character

travelling hundreds of miles inside the national territory.

Mr. B. RODRIQUES (Brazil): Mr. Chairman, because we fully

agree with the delegate for Belegum. we also think we must maintain

the word "transportation".

CHAIRMAN: any further remarks?

Mr. STANISLAV MINOVSKY: Mr. Chairman, I only wish to mention

the fact that the representative of the Union of Smith Africa has

mentioned the long discussion which has taken place on this problem

and I would like to remind you that the Commission finally decided that

the problem of services should be included in the Charter; a majority

E/PC/T/A/PV/9P.
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decision was taken on this fact, consequently we are faced with

that decision of our predecessors.

Mr. M.P. PAI (Indis).The Indian delegation, Mr. Chairman, finds

that the words "like products" in the sentence which we are dis-

cussing is likely to lead to dispute in the actual working of the

Article and for that reason we feel that the balance of advantage

would lie in accepting the proposal of the South African delegation

that the word "transportation" would be deleted from this sentence.

Mr. R.J. :.:CKLE (United Kingdom): Mr. Chairman, I would

like to say this: that if it is a question of deleting the word

"transportation" purely because of this apparent ambiguity of the

phrase "like products", surely that argument goes very much further

indeed; if that argument is a valid argument it would mean that the

whole of this paragraph ought to disappear altogether. So far as

the interpretation of like products" is concerned, my impression

is that, in practice, that is a term which has been in Treaties for

a very long time and it has not given rise, so far as I know, to any

particular difficulties of interpretation - I think for this reason:

that "like products" is related to the tariff classification of the

country co ncerned . The products which fall within a certain head-

ing of the tariff classification and are therefore subject to a

particular rate of duty are all treated as "like" and therefore when
comparing domestic products with imported products it is just a

question of what section of tariff classification the particular

products would f all in if imported. That is a question which

comes up every day, I take it, in the normal routine of Customs

operations, to decide under what headings of classification a pro-

duct falls, and that determines what are "'like products." So I don't

think there is any serious ambiguity in the term "like products",

and therefore no reason for contemplating the deletion of this

E/PC/T/A/PV/9P.
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paragraph which I think would be the logical outcome if we were to

decide that "like products" was too difficult to interpret.

Dr. G. GUTIERREZ (Cuba): The Cuban delegation really does

not desire to go back again through this question of the rôle of

transportation and other services in international trade because

we were happy in the sub-committee to reconcile the different points

or view so as to draft a new text which gives satisfaction to the

principle that these services are an important part of international

trade and also to the contrary idea that nevertheless they cannot

be dealt with in derail in this Charter, but transferred to the

speoialised International Agencies, in the cases where those

Agencies exist, or taken eare of by the Organisation if there is

no such specialized agency. But here "transportation" comes, in

our opinion, in a different sense. This is an Article which is

trying to avoid a discrimination on products coming into a country

by means of taxes or any sort of laws, regulations or requirements

affecting their internal sale, offering for sale, distribution or

use of any kind, and there is no doubt that transportation is a

way to bring those products in. So the Cuban delegation wonders

if it would not be wise to leave in suspension, as we say, "on

the table", the word "transportation" until we dispose of that

special article that was put before the ad hoc sub-committee of

Commission B. and then decide. Because if we decide on the first

problem, then this will be easily understood
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CHAIRMAN: The delegate of India.

Mr,M.P. PAI (India): Mr. Chirman, I would like to clarify

the point which I tried to make earlier. It is not our view that

transportation should be used for thepurpose of protection at all.

The point is that in India, and perhaps in some other countries as

well, rating policy is based to some extent on the intrinsio value

of goods moved, and for that reason rates may be different in the

case of goods which are more or less similar but not exactly the

same. It is for that reason that I thought that the words "like

products" might lead to dispute when it comes to a matter of

comparing the rates charged on imported and indigenous goods.

MR. R.J. SHACKLE (United Kingdom): Mr. Chairman, I wonder

whether I might adjust one point which I made earlier. I was

saying just now that one could interpret "like products" in the

sense of customs tariffs. In the particular case which the

Indian delegate has just mentioned, it is slightly different. One

would interpret "like products" in the sense that if the particular

goods fall within a particular item, then they are "like products"

for this purpose.

CHAIRMAN: The delegate for South Africa.

DR. J.HOLLOWAY (South Africa): Mr. Chairman, as I said at

the beginning, I am trying to save the time of this Commission,

because the subject was discussed during the whole session of

Commission B, I think. It is clear, however, that all the

members of this Commission are not aware of the course that this

matter took, and perhaps I may just say a few words on that.

In Commission B , it was admitted on all sides, both by those

who wanted to include services in the Charter and those who wanted

30
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to exclude services, that there are problems and very serious

problems affecting international trade concerned with transportation,

and other services - and I should s y that I am in full agreement

that those problems are sarious to us all. The attitude taken,

however, by those members of Commission B who did not consider that

we could deal with transportation and other services in the same way
as we are dealing with other subjects, is that the matter is far

too complicated to be dealt with in a few all-embracing sentences,

After a very long discussion, the matter was referred to a

sub-committee. That sub-committee considered the matter very

fully and came to a unanimous conclusion, which is the one to which

I referred before, given in document W/144. I shall read just

the necessary parts of that to make clear what the approach was

of that Commission, and I wish to suggest that that covers the

whole of the subject also for Chapter 5.

CHAIRMAN: Do you not think that all the members of this

Commission have read it?

DR. J. HOLLOWALY (South Africa): Well Sir, it is quite clear

from the discussion that they have not all read it.

The reports says: "Members recognize that transportation,

telecommunications, insurance, banking and certain other services

are substantial elements of international trade, and that any

restrictive business practices in relation to them may have

harmful consequences similar to those described in Article 39.

Such practices shall be dealt with in accordance with the following

paragraphs of this Article.

If any Member should consider that there exist restrictive

business practices in relation to an international service in the

meaning of Paragraph 1 which have or are about to have such



32

harmful effects, an that its interests are seriously prejudiced by

this situation, the Member may submit a written statement explaining

the situation to the Member or Members the public or private

enterprises of which are engaged in the services in question. The

Member or Members concerned shall give sympathetic consideration to

the statement and to such proposals as may be made with a view to

affording adequats, opportunities of consultation and effecting a

satisfactory adjustment of the matter.

If no adjustment can be effected, the matter is referred to

the Organization which then transfers it to the inter-governmental

agency if this exists. If they do not exist then the Organization
can make recommendations for, and promote international agreements on,

measures dasigned to improve the conditions of operation of the

service in question so far as they affect the purposes of the

Oganization".

Now that, I think, is as far as we can go. The subject of

transportation is not two subjects. As I have said, internal

transportation and external transportation is the same, just in the

same way that you have got to take into account railways and

Waterways, you have got to take into account internal transportation,

you have got to take into account airways.

All these things are vastly complex, and I claim, as one of

the members of Commission B claimed, that this Conference is not

competent to deal with those rules in detail. The matter is much

too comiplicated. I will give you an example of that. In the

sphere in which this Conference is competent to act, we have

brought our experts, and for the simple matter of defining the two

words "actuall value" for duty purposes, we have had a sub-

Comittee, which met for many many weary hours, and it has

referred this to a further sub-committee, which has spent more and

J. E/PC/ T/A/PV/9
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more weary hours, so that. some of the members had to drown their

sorrow at the "Mere Royaume" last nightl: Now, that Committee is

within sight of agreement, after having spent what would be about

three or four days of the time of this Commission on two words.

I ask you, Gentlemen, where shall we be if we try to define what

sort of practices in all the types of transportation, internal
banned

linked up with international transportation, have got to be/and

which ones have got to be allowed?

It is simply impossible for as to deal with the problem.

We recognise the problem, and I suggest that the draft I have read

out to you which covers inland tramsportation is ass far as we can

go, but if you leave the word "transportation" in Chapter 5, then

a lot of consequences follow from Chapter 5, and, it is to prevent

those consequenoes following from a matter which has not been

considered more than in just the barest outline that I more the

deletion of the word "transportation".

J.
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CHAIRMAN: The Delegate of the United States.

Xr. RYDER (United States): I am much impressed by the

grem rks of the Deleate:of South Africa. There is a difficult

transportation problem. I can well understand that in drafting

a Chapter on restrictive business practices it would be very

difficult to conclude without transportation. Here in this

partiAular par5agrach of _rticle 1 we may be inclined to establish

a separate principle that there shall not be discrimination against

like produ ts in the internal.transportation of the marketing

countries; and. I should like to ask theADelegate of South Lfrica:

Wh t serious problem -do you think would arise in connection with

such. a provision?

CHAIRILE: Tho Dclegate of South Africa.

Er. HOLLOWAM (So-ah marica): dr. Ch-irz.n, I would mention

one specific example - one specific effect. The imported goods

start, at Poi-t - which, is the coast - and go to Point B, which

is thi interior; and the local goods also start at Point a, on

the coast, a go to B, which is the interior. But in actual

practice that is not the way things happen. A little bit of trade

does go along that way, but immediately you get beyond that

simplest example you get into difficulties.

Suppose that your competing local goods do. not go from the

coast to inland centre B, but from another inland centre to inland

centre B. How are you to relate those two things?

let us take a further case which happens innour country, aLd

which happens in most countries. Suppose that one of those routes

is an uphill route, having steep gradients, mountain passes,

and. the other one is on the plain or rownhill. How ate you to

relate those two things? That is obviously a problem of

rsilway economicO. You have got to ran a railway system as one

system, and immediately yoh pass beyond tWe very simplest case

E/PC/T//2'G.
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you have a problem of what does this limitation or prohibition

mean. It requires the expert knowledge of people accustomed to

running railways under very different conditions to solve that

problem. It is a problem of railway economics, and, as every

railway system has to run as a whole, and as every railway system

has to take into account in some form or other the principle of

charging the product, by putting in a simple general principle like

this you are just barging like a bull in a china shop into a very

complicated system which has got to be built up over many years.

The second specific case,

The second specific case, the effect of including this as a

definite prohibition in para. 5, for inland transportation, when

you do not include it in para. 6 for international transportation,

is this: That you will be hitting at particular countries that

have inland transportation but no international transportation.

The people with international transportation systems are still

free to resort to these practices and do not pretend that they

do not do it. They do it every day. You are discriminating

against inland transportation and leaving the international

transportation free.

Well, I do not think that is a thing that this Conference

can stand for: - to introduce a thing which is deliberately

discriminatory, because we cannot deal with another part of it.

It seems to me to be very highly unfair towards a country which

has only the type of thing which falls inside the limited scope

of Chapter V.
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CHAIRMAN: The Delegate or Belgium.

M. Pierre FORTHOMME (Belgium) (Interpretation): The

explanations given by the Representative of the Union of South

Africa confirm me in my previous opinion that it is essential to

maintain the word "transportation" in thefirst sentence of

paragraph 3 of Article 15.

I am fully aware of the difficulties and of the complexity

of the problem, and I also recognize, with the Representative of

the Union of South Africa, that the practical application of the

principles which we are setting down is a matter for the specialists.
But the document of which the honourable representative of the

Union of South Africa has read a portion establishes the very fact

that the Organisation, as such, is competent in respect of the

problem of services, and that consequently the Charter is applicable

in this respect; and only in cases where the Organisation deems

that it is not competent does it say that it may refer such problems

to any other intergovernmental agencies, if such agencies exist.

All we want to do is to establish this well-recognized

principle in the Charter and have it to the Organisation to seek,

by the appropriate methods, the principles applicable to the

practical measures to be taken in this respect. The large part

ofthe honourableDelegate'sobservations does not apply tothe

English text. .-.

theIR1: We nave h- tiuu £urbe :jf Delecates, an -

g"Urnl imprcsiorn i thatt the Dal&tt_ arG -j' vwry uttich .

favohe of l>vr^ ~out tLh wora t although t-isy

appreciate ehe very complex and difficult technical aspects of ths

question.

I¢t ore sendin- the matter on to the ad hoc sub-Committee
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I might be allowed to give my personal impression, it would be

this, that if we aregoing to accept the unanimous report of

the sub-Committee on services, it would then be quite logical
that we should apply the principle of such an act in some specific

ease where we can see at once that services can be run in a way

which will be harmful, It we say that to, run transportina certain

way wulddisoriminate between netional products and imported

products, then I feel that it is natural to say so, and we do not

by doing that prejudice in any way other aspects of the harmful

effects, or the way in which services are conducted. But I am

no export, so I am speaking with considerable diffidence. I

just wanted to indicate some line of thought that might perhaps

be of some help to the sub-Committee when we send the matter on

to them.

E/PC/T/A/PV/9V
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Dr. J. HOLLOWAY (South Africa): Mr. Chairman, I am sorry that

you leave the matter at that. I indicated, whenI opened the

discussion, that I was trying to save the time of this Commission by

linking up with the other Commission, but evidently I have failed in
that; and I must carry the point one stage further. It seems to me

perfectly obvious from the discussion that has taken place, that the
point there that discrimination includes one sort of transportation
and excludes other sorts of transportation has not been taken into
account by this Commission at all and if transportation is left
here, then this Commission, in order to be consistent, must go in
for international, transportation inland waterwaysand aerial
transportation, and the whole caboodle. That is one point.

, . . had
The next.point hat I would- ave made if'I/not tried to save

th -Commission.time, is this. You cannot judge the running of a
~~~.

railway system by one little bit of a railway system. That is

completely impossible. I quoted one case to the American delegate
where, if that was the whole of the railway, there was clearly
discrimination bet the matter is not as simple as that, because every
bit of a railway system is part of every bit of a railway system.
The railway system has to maintain very expensive permanent ways.
It is a matter of great importance for it whether it can use the
permanent ways to full advantage. Therefore, on occasion, it must

charpe a rate which does not Bayfor remy much more than its peite
expenses in order not tno have empty trucks runnig to and fro.
Now, in the course of doing that,cht may charge a rate whiab happens
to ba of an advantage to o lwhice islpe of trade and. -I:hh;1ower
than the rate on imported goods. The question has got to be solved
by experts whether ic that case t ere is an a-tual case of.
discrimination against the impsrted articles. Membere here seem to
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think they can make one general rule and that it is simple to apply

it. I tellyou, Gentlemen, it is not simple to apply it. You
must look upon a railway system as whole system. You are putting

yourselves, by one general rule which is ascribed to a general
management of a railway system, in a position that you tell that

railway system: "You must hold yourselves to this general rule,

and if your whole railway system loses on it that is not our

concern". Surely that is a most unreasonable and unbusinesslike
attitude to take up for any international body. The problem is
one of how to manage an exceedingly complicated system. Now if
you have asystem which is under one management, let us say a state
railway which serves all parts of a single country, at least you
have one control, but in actual practice you will have that in the
case of some countries. In the case of other countries you have a

large number of railway companies running separate railways where
the control of the government is immediately less close than it is

in the case of its state railway. So again you are discriminating
against the countries with the state railways in favour of the
countries with private railways.

Then you get a further complication. You get a country where
you have both private railways and state railways, and sometimes you
have a country where you have Private railways and state railways
running next to each other in competition. You get complications
there that people do not dream of here, and to come along with one
general rule which you will, I think, admit you cannot interpret at

this Conference, and say: "Whatever happens you have got to foIlow
that rule", is I submit to you, the most unrealistic thing that this

Conference can do, but if this Conference insists on including one
portion of transportation I want to challenge anybody to give me any

argument why it should not include at the same time ocean transportcanals, airways, matertransport in every country intewrdorhn ol rieverytobncymstha m xeso oa n-ber' zf thli Organizatian. You cenanswer this queotionke. yTu lip.
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CHAIRMAN: The Delegate of Australia.

Dr. H.C.COOMBS (Australia): Mr. Chairman, I reel some

sympathy with the Delegate for South Africa in relation to this

matter, because of the very wide range of possibilities that are

brought in under this Article.

When we cameto look at it for ourselves, I think we came

to the conclusion, with customary modesty, that in these matters

we were perhaps, on the whole, not unduly wicket and that there-

fore the burden of accepting this would not be particularly

severe: in fact, on balance, we might gain something from the

elimination of other people's excravagances, which in this

respect at any rate were greater than our owns But we did

feel some trepidation about accepting it, because of the

multiplicity of things which it might cover. We erice to

track some of these down and found the oddest of provisions

here and there in our economy for giving slight and unimportant

elements of protection to local products and it would, quite

frankly, be an exceedingly difficult task to find those things

in all their ramifications and remove than by legislative action

within any reasonable specified time.

Similarly, in relation to transportation, particularly where

Government-owned railways and other forms of transport are con-

cerned, the issue is particularly complex, since the matters

which Dr. Holloway has referred to are sometimes imposed by law,

or by some form of legislation, and sometimes are imposed under

the authority of the manager of the enterprise under some form

of legislative authority which he is given. In those cases,

it would appear that if he had the good fortune to fix his rates

in terms of a general authority given to him, then he would be

E/PC/T/A/PV/9S
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free to discriminate in any way he liked, as transport authorities

- as I gather - ordinarily do by discriminating against those

people who can pay most. Onthe other hand, if it happened that

it was the normal practice to require that the freight rates had

to be laid on the table of the Lagislatur and receive Parlia-

mentary approval - or at least lie there sufficiently long for

it to be assumed that the Legislature did not object - then

they would be subjected to this discrimination for something

which arose from a form of procedure in regard to the legis-

lative customs of the country.

It just did occur to us that a lot of these things are not

terribly important, and we wondered therefore whether we night not

avoid a lot of difficulties for the countries concerned if this

rule were made so that it applied in full to laws, regulations and

requirements which might be established in the future and applied

to those in the past insofar as complaints were received and it

could be established that the law or the requirements complained

of were, in fact, discriminatory against the imported product.

That would mean, I think, that a lot of trivialities would pass

unnoticed and that countries concerned would be saved a lot of

hard work in finding then and would be saved any implication

of bad faith because they happened to overlook them,

Itwould also mean that in the case of the rather complex

type of thing which Dr. Holloway has referred to - where you

might get things like freight rates, determined by a multi-

plicity of factors, etc, which, on the face of it, might appear

to be discriminatory but were determined on quite different

principles - it would be necessary for it to be established

that they were, in fact, discriminatory before a country, would

be expected to do anything about than,

E/PC/T/A/PV/9S
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I want to make it clear, Mr. Chairman, that we are not

seeking to evade the obligation proposod in this part of the

Charter, but we do suggest that if it is taken as it is;

in its present form, many countries will find it exceedingly

hard to observe the latter of the Article and identify all

the oddities of protective practice which they may have

embodied in their local laws in one way or another. I

believe that, if we can put it around in that way, some of

the difficulties which Dr. Holloway has in mind might well

be overcome.
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CHAIRMAN: The delegate for Belgium.

M. P. FORTHOMME (Belgium) (Interpretation): Gentlemen. I

apologies for taking the floor so often, but I want to point out,

first of all, that I consider the explanation just given by

Dr. Coombs highly constructive and we should do well to take it

into consideration for our future work.

As far as Dr. Holloway is concerned, I would first of all

point out that,when I speak of transportation, I mean all kinds of

transportation from a man's back to jet propelled rockets.

On the other hand, if, as far as international transportation

goes, there is such a high degree of competition among our

transportation agencies that I can hardly imagine a case where one

transport organization would be brought to a point at which it should

discriminate in favour of its own national product. I quite

agree that it such a case did arise, I would be quite prepared to

have this international transport on those conditions treated in

exactly the same way.

Finally, as far as the complexity and highly complicated

nature goes, on which Dr. Holloway so forcibly insisted, I would

like to say that once the principle is admitted, then the

delegations, on the part of the Organization, could form a

specialized organization of experts, which would be charged by the

Organization itself to fulfil the principles as established by the

Charter and the reasons for maintaining the principles in the

Charter itself.

DR. J. HOLLOWAY (South Africa): am prepared to accept

that procedure, Mr. Chairman. Let it go to the sub-committee,

and if the sub-committee is prepared on the suggestions of both

Dr. Coombs and Monsieur Forthomme to take the whole field of
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transportation in its stride, well let them try. I have no

objection to them finding out the difficulties.

As for the question of competition in international transportation

he must be thinking of narrow seas. Let me tell him that shiploads

of things coming from western European ports were charged the

same rate of freight as ship-loads carried by the same ship from

Durban to Mombassa; from Liverpool and Southampton and

Rotterdam rates would be the same to Mombassa, and from Durban to

Mombassa, practically next door. There is a good deal of

that international discrimination against the trade of certain

countries, and we have suffered from that.

It is particularly for that reason that I must draw attention

to the different in the treatment of thissubject in this

Commission and in Commission B. In Commission B, where the

subject of international transportation was discussed,t e.h -

Commission was glroaga1y _adest Oaaling wi hby some ,' e br ad

gencoal o.ndemnation. CommisAionh&,ewnera ocertaintypesof

national transport is discussed, is strongly in favour of

condemning what is happening only in certain countries,and I

think certain of the delegates here do not realise that that

condemnation may be applied to theirowncountries,while

international transport which affects their international1

mooetition is free fromthose uras.eS

AIRMAN?.: The degate , of t UniJeditates.St.:

- O.B. RY(DERedUnaietStts): Mhr.rman,Ihavevery Cai, T;

littdle to ad to wahaet has lraday bIalwaysrecogniseeen sid.3.

that-har are great difficultielyins in eaeralprinciplepp na gn --XI, '

of this kind, qd many of ughttohtose ha.ve been br-bu oere-

Probably the m st dirficuplt on the-the p>inciie i z,,-
Charter of administrati n oa teansportation- chsrgss and what the
traffic will bear. I think ahon f, for this rensci,*this
provision were adopted, each country wouldhisy to conform to tid1
provision.
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CHAIRMAN: The Delegate of the United states.

recognised
Mr. RYDER (United States): Mr. Chairman, I have invariably,

and I think all of us recognise, that there are great difficulties

in applying a general principle of this kind, and many of those

have been brought out here. Probably the most difficult one is

the principle of basing transportation charges on what the traffic

will bear.

I think that if this were the danger, this country would try

to conform to this provision, and, as the question was raised

with the Australian Delegate, that a country would correct such

practices as it was aware of and would rely upon complaints

naturally from other countries to catch things of which the, were

not aware.

So I think that phase of it is rather easily handled.

In applying the principle of what the traffic will bear, the country

applying that principle would, of course, base its regulations

upon that principle, and if any country felt the need, they would

make a complaint under article 35; and if the practice was a

reasonable practice, in conformity with the usual standards

observed in the transportation rates of the country concerned,

there would. probably be very little difficulty with it.

In any case, if it went beyond that, the burden of proof would

be upon the complaining country, and it might be that as a result

of- complaints of that kind you might get some practical

application of these principles which might be worth while,

CHIRMAN:Well, I think we can consider th.e discussion

closed; and as for terms of reference to the ad hoc Sub-Committee,

I think we might say that they should not try to come to any

decision on this until after Commission B has dealt with the

unanimous Sub-Committee Report on the services. when that has

been done and if that Report is adopted by Commission B in the name

G.
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of the Preparatory Commission, then our ad hoc Sub-Committee

has a safer background for their examination of this question,

and then they will be guided by the discussion that has taken

place here.

May I take this as agreed?

Then I would like to say that it is only half-past 5, and

we could still go on; but we shall not be able to terminate

the discussion on Article 15 to-day and that is quite what I

expected; and we must then decide whether you will try to do it

in the morning meeting to-morrow - we cannot to-morrow afternoon

because B is meeting, and in principle we should not meet at the

same time; but if you all agree, we could meet at 10.30 to-

morrow morning.

One more word. Mr. Wyndham White just tells me it has been

arranged that there will be Sub-Committee meetings for to-morrow

- rather important ones - so he raises the question as to

whether we could possibly meet to-morrow afternoon at 2.30, at

the same time as Commission B; but I must then turn the question

back to him. Is he able to provide interpreters and organise

the various staffs to-morrow afternoon?

Mr. WYNDHAM WHITE: Yes.

CHAIRMAN: May we then decide that we meet to-morrow

afternoon at half-past 2, and then we go on with the examination

of our paper.

We are discussing paragraphs 1 and 2, and I have already

said that on paragraph 2 there was an Amendment by the South

african Delegation, but also by the United States. We find it

on page 6 of Document 150, and as far as I can see, that is part

of the United States proposal which does not contain many

alterations from the New York text. He inserts the word

"purchase" and also the word. "exhibition" in the text, and the

last alteration, I take it, is connected with the rest of his
proposal, and I would suggest that we pass by this until we take
it on the Amendments on the cinematograph films afterwards.

Mr. RYDER (United States): That is satisfactory, Mr.Chairman.
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CHAIRMAN: The Delegate of the United Kingdom.,-CAor..

MlA KA. SHUCCed (Unrgdis:Kin'i): I take it that in

discussing thiedUnttur S-ates text we are supposed to turn "a Nelson

eye" wherever we see the words "exhibited" and "cinematograph films",

and discuss thg para&raph as if they were not there, reserving the

subject of films until later.

A=IRMW': But before that I would like to mention the

proposal of the Chinese Delegation, because teat s6ems to be the

most radical one. They propose the eoeplot6 deletion of this

paragraph. I do not know whether the Chinese Dclegation, after

having read all the different amendments, maintains this rather

radical proposal.

The Delogate of China.

Mr. IAS. Mi (China): Mr. Chairman, I have already explained

our position in our discussion of paragraph 2. I said those

words somewhat in anticipation of this third paragraph. As I

have already said, any attempt to extend the scope of national

treatment beyond taxation would be going too far to be acceptable

to us, so I do not think I shall go oversame azae ground again,

Our point has, I think, been made clear.

CAHAIRMN: Then we hav ie -tho middle of page 6 of Document

W/150 the next radical proposal by tho Delegation of Cuba. That

Delegation proposes to deleee thp second oarta OgraPraaph 3.

We have also proposals by the Delegations of Benelux, Czechoslovakia

and New Zealand for a new draft of paragraph 3, similarly from the

Delegations of India and Norway. Finally, we haee thV proposal
of the United States Delegatirn alXeady mentioned.e Docs the

United States Delegate wishpto sPeak on tmisdaeencmant now?

V
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Mr. Oscar B. RYDER (United States): Mr. Chairman, I think

the amendment of the United States needs little explanation. In

the New York Draft there was a separate paragraph in regard to the

cinematograph film, saying there shall be no restrictions upon

regulations restricting the amount of foreign films shown in a

particular country, but subjecting them to negotiation. The

United States Delegation cannot accept that proposal. It leaves
wide open the door for violating fundamental purposes of this

Charter.

What we proposed here is that in the case of cinematograph
films they should be permitted to continue for a period of three

years after the Charter entered into force. Further regulations--
there is a question here of mixing regulations--are permitted to

continue for a year. In that instance, we art in agreement with

the New York Draft.

Then there is a provision that the"requirements permitted to

be maintained under the foregoing proviso shall be subject to

negotiation for their liberalization". There is also a provision

that "such requirements"-that is, the abolision of film regulations
in three years and other regulations in one year-"may be continued

for additional periods in respect of any product if the

Organization, after consultation with the other Members whose

trade is substantially affected by the requirement, determines
that in the special circumstances alternative measures permissible
under this Charter would not be practicable".

The languagechosen there: "in the special circumstances

alternative measures permissible under this Charter would not

be practicable" replaces the words in the New York draft:

"concurs that the requirement concerned is less restrictive of

international trade than other measures permissible under this

Charter".



V

Now, whether a requirement of one type is more restrictive

than another depends upon the degree of different restriction.

Whether or not a given mixing regulation is more restrictive

than a given tariff duty depends on the height of the duty and

the nature of the mixing regulation; and at is in order to

afford a real measure for determination here that we suggest the

adoption of the term "alternative measures pormissible under

this Charter would not be practicable'.' in place of "the

requirement concerned is less restrictive of international trade"

CHAIRMAN: May I ask the Delegate of Cuba if he would like

to support his proposal, namely, to strike out completely the

second part of paragraph 3?
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Dr. G. GUTIERREZ (Cuba): Mr. Chairman, our reason is very

simple. We consider that this matter is so complicated that

attempting to establish international rules to handle internal

matters is something that goes beyond our power, so we are humble

enough not to insist.

Mr. J. MELANDER (Norway): Mr. Chairman, the Norwegia-
delegation is in complete agreement with the Cuban proposal to

delete the two last sentences of paragraph 3 of Article 15. I

think perhaps that it might be useful to the members of the

Commission to try to indicate, in a more general way, the reasons

why we are of that opinion.

We feel that the problems which we are to solve through this

Charter, are to regulate the external trade of the countries. We

feel, further, that it is quite obvious that, if the different

member countries shall have the right which is provided for,to
develop an economic polio in changing circumstances and especially

to introduce, or to continue, degrees of planned economy, it will be

necessary to introduce regulations, laws, requirements etc., which

may have the effect of interfering with the external trade. In

this respect, however, I think we shall have to distinguish. It is

quite obvious that a great many countries represented here and most of

those represented at the final Assembly, are in the position that

they have not got typical economic systems like, for example, the

United States, or a typically clear-set regulated system like the

Soviet Union. We shall find that most countries are somewhere in

between, and the provisions in the last part of paragraph 3 of

Article 15, in our view, would go much too far. They would, for

example, exclude the possibility for a country to lay down that, in
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order to develop their economic life, they should have the right,
for example, to fix that a product should be composed of certain
categories of raw materials, some of which might be of foreign
origin and some of domestic origin. That I think is quite out of
the question. It is really one of the methods through which a

planned economy is developed, and to out that out would be quite
outside the scope of this Charter. On the other hand, as we have

indicated in our memorandum, if we lay dwn that, for example,
electrical equipment should be made of certain ra materials, this
or that category in that case, we will not have the right to
decide that a certain quality should be included in such a way that
qualities coming from outside should. not be allowed, whilst qualitiesdomestic
coming from the/production should be allowed. In that respect,
we should have no discrimination. That would, however, be provided
for through the first sentence of paragraph 3 as it now reads. In
other words, we feel that we have,in this case, the most typical
example of a clash between the methods through which we shall try to
regulate the external trade of a country, and regulate the internal
domestic policy. In out it in a nut-shell, I think we can say
that here is one example where we shall have to see whether it will
be possible to provide for a comparatively free and liberal external
commercial policy, at the same time, maintaining to a certain.
extent, a planned economy on a domestic level. That test we shall
have to come across several times, not only in this case but later
on as well. Here is one example where I think it is quite clear
that we shall get it. That is the reason why we think that the last
two sentences of paragraph 3 ought to go out. Futher, I would at
the same time mention that paragraph 2 and the first sentence of
paragraph 3, in our view, would need some exceptions, though however
I shall return to that at a later stage.
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Ar. R.JTSHIedLEingdom(Unitua KLa:man Mr. Chzri I could like

just to ask a question to make sure that I understood the

Neorgweg'iapn Dleates oint correcdtly. I o not know whether what

he desires is to be freed teo treart ocmstic poduts differently

frpom like imorted ones or whether, on the other hand, what he

wants Is to be free to require that certain domestic raw materials

shall be used which are not like the imported raw mhaterials wich

they substitute.

It seems to me that is an essential point here, because it

it is No. 2 t-o the quengsicertn nof usi ai domestic raw materials

which are different - I do not see that that clashes with the

principle of this paragraph. If, on the other hand, it is a

question of leaving freedom to treat like domestic products more

favourably than like imported products, it seems to me that there

is a very direct clash with the principle 'of this paragraph, and

I think, in order to appreciate the bearing of this point, it

would be as well to have that point clear.

CHILd: The Delegate of Norway,

MMELANr. J. DER (Norway): Mr. Chairman, I think the answer

is comparatively simple. I will try to illustrate it by way of

an example..

In Norway we would normally have a regulation to define that

margarine should include a certain amount of butters Margarine

is produced either in Norway or imported. For practical

purposes, it is produced in Norway, because we can knock out

any foreign competition on that.

With regard-to butter, the answer would be that if we.

decided that, for example, margarine should include 20 per oent

of butter, we would not lay down that that should be totally

Norwegian butter, to the exclusion of foreigen buttr,but,

1l-r In
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whether of Norwegian or foreign origin, it would be on an

equal footing so that in a case where a foreign country

like Denmark, for example exports butter to Norway, that

would be completely equal to Norwegian-produced butter in

that respect. I think that covers the question.

Mr. R.J. SHACKLE (United Kingdom): Gentlemen, in view

of that explanation I should like to raise the question whether

there really- is any conflict with the provisions of this para-

graph, because, as I had understood them, this paragraph is

concerned with like products, If we read the last two

sentences correctly, it surely must mean that this is meant to

"preclude the application of internal requirements restricting

the amount or proportion of an imported product permitted to

bo mixed . ," exactly, and if I understand the Norwegian

Delegate's explanation rightly, that is not what he wants to do.

CHAIRMAN: The Delegate of Czechoslovakia.

M. Stanislav MINOVSKY (Czechoslovakia) (Interpretation):
Gentlemen, I want to point out that it is not perhaps as simple

as it seems. If we read the provisions of this paragraph as

"to preclude the application of internal requirements restricting

the amount or proportion of an imported product permitted to be

mixed, processed or used", it all depends if we say 20 per cent

or if we say 40 per cent. If we go down to 20 per cent; it

moans a restriction of the amount of imported products.

The whole thing seems to us so involved that we cannot

grasp it.
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U. Jo Xlader (Norway): Mr. Chairman, I would suggest

answering theeDelegate of the Unitd Kingdom by saying that we

have not read the last part of paragraph 3 in the way in which

he has road it. We read it in the way that we would not have

the right to li down a regulation which would, in fact, result

in the cutting down of goods, raw materials and so on, which we

have hitherto imported..

Mr. R4.SLCKE (United Kingdom): Well, Gentlemen, I

wonder whether, in that case, we might ask the United States

Delegation - as it is their amendment - if they can give us

an opinion as to what is intended, because we certainly had

read the whole of this paragraph as referring throughout to

lik;products andenothing but likcproducts.

Mr. Oscar RYDER (United hStates): Mr. Cairman, the point

raised here is a vary interesting and complex, one and it involves

soLOspects to which I have not given conswideration, I -old

etherefore prefr not to answer that question now but to defer

y swer until tomorrow, aif ethaet is 3groammbo t the Coinsion.

CHsFRMLN Ad t is ealready tonminutes past six, I

think we can close the discussion and come together again at

30 ;morrow afternoon.

The M;tng rosa atp 6.10 s).


