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1. Report of Council (L/2607 and Corr.1)

The CHAIRMAN recalled that the Chairman of the Council had presented the
Council's report at the meeting of the CONTRACTING PARTIES on 24 March.

At the suggestion of the Chairman, the report (L/2607 and Corr.1) was
examined section by section:

Section A

The CHAIRMAN said that this section recorded the action taken by the Council
since the twenty-second session on matters which did not appear on the agenda for
the session.

Mr. SMID (Czechoslovakia) referred to Section 9(b) in the report concerning
the Australian request for authority, under Article XXVIII:4, to enter into
negotiations for the withdrawal of certain concessions. The report did not
indicate that there were misgivings, expressed by a number of delegations, over
the granting of the authority to Australia. At the Council meeting in
January 1966, his delegation had expressed the hope that Australia would reconsider
its request and he would take the present opportunity of reiterating this hope.

Mr. ASTRAWINATA (Indonesia) referred to Section 5 and thanked the CONTRACTING
PARTIES for their co-operation and understanding in granting Indonesia a waiver
from Article XV:6.

Section A was adopted.

Section B

The CHAIRMAN noted that this section covered seven items on the agenda for
the session which the Council considered could be dealt with simply by adopting
this section of its report. The items appearing in this section were:

Item 3: Fellowship programme and technical assistance

Item 5: Balance-of-payments import restrictions (including reports on

consultations with ten countries)

Item 11: United Kingdqm/Turkey consultation under Article XXII:2

Item 15: Provisional accession of Switzerland

Item 16: Relations with Poland
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Item 17: Application of Article XXXV to Japan

Item 21: Reports under waivers

(a) Australia/Papua - New Guinea
(b) Italy/Libya
:(c) United Kingdom/Article I
(e) United Kingdom/overseas territories

Mr. AOKI (Japan) noted with deep regretas regards item 17, that more than
thirty contracting parties, most of them developing countries, were still
applying Article XXXV to Japan. Japan had made it known that if this situation
persisted it would stand in the way of the extension to such contracting parties
of benefits accruing from Japan's contribution to the Kennedy Round and from its
implementation of Part IV of the General Agreement. In taking such action, Japan
would, furthermore, be faced with additional problems in connexion with its
customs administration. He would urge those contracting parties invoking
Article XXXV to take the necessary steps for its disinvocation at the earliest
possible date.

The DIRECTOR-GENERAL recalled in this connexion that he had, in 1961, presided
over a Working Party which had reviewed the application of Article XXXV to Japan,
and he suggested that, in view of the disturbing statement of Japan, contracting
parties might wish to refer again to the Working Party's report (BISD Tenth
Supplement, page 69).

Mr. BRODIE (United States) said that his delegation had a great deal of
sympathy with the statement made by the representative of Japan and hoped that
countries invoking Article XXXV would take disinvocation action as soon as possible
so as to apply the General Agreement in their relations with Japan.

Mr. ENCINAS (Peru) said that many developing countries had experienced the
fact that Japanese trade policy was aimed at improving trade of developing
countries. He would therefore recommend that those countries continuing to
invoke Article XXXV should enter into tariff negotiations with Japan.

Mr. SCHWARZMANN (Canada) expressed concern that this item remained on the
agenda, of the session. He, too, would urge countries continuing to invoke
Article XXXV to give urgent consideration to taking disinvocation action.
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Mr. LALL (India) suggested that those developing countries which were
hesitant over disinvoking Article.XXXV might wish. to note that India, which had
been one of th first GATT countries to accord full GATT treatment to imports
from Japan, had experienced no difficulties for her domestic: industries,
economy or trade. The provisions of the General Agreement enabled developing
countries in balance-of-payments difficulties, to maintain quantitative
restrictions on a non-discriminatory basis and there was no need, therefore,
to apply such restrictions against any particular contracting party.

The representative of Japan had alluded to the possibility of Japan's not
extending to countries invoking ArticleXXXV benefits accruing from the Kennedy
Round. Speaking as Chairman of the Committee on Trade and Development, as well
as representative of his own country, he expressed the view that those developing
countries still maintaining Article XXXV in respectofJapan might find it easier
to take the action requested if the offers made by Japan an the negotiations could
be clarified and improved to convince them of possible benefits to their trade.

The CHAIRAMN, summarizing the discussion noted that Japan and a number of
other contracting parties had urged disinvocation action by those countries
continuing to apply article XXXVand he would hope that they would reconsider
their position in the light of the statements made; the representative of
Japan would, it could be assumed, bear in mind the comment by Mr. Lall.

Section B was adopted, and consideration by the CONTRACTINGPARTIES of the
seven items contained therein was, therby, concluded.

Sections C and D

The CHAIRMAN noted that Section C recorded the preparatory work undertaken
by the Council on items on the session agenda including, in certain cases, -the
Council's recommendations. Section D contained notes on the remaining agenda
items which had not been discussed in the Council. Thus, Sections C and D
provided annotations on all the agenda items which were to be dealt with during
the session.

Mr. LALE (India) thanked the Chairman and members of the Council for the
hard work they had undertaken in preparation for the session which would save
considerable time for the CONTRACTING PARTIES; He hoped the admirable precedent
set would be followed in the future.

The CONTRACTING PARTIES took note of Sections C and D.
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2. Customs unions and free-trade areas - information by member States

(a) European Economic Community

(i) .Rome Treaty (L/2616)

Mr. SCHLOSSER (Commission of the European, Economic Community) read the state-
ment distributed in document L/2616. On 1 January 1966 the Common Market entered
the third and final stage of the transitional period. The evolution of the
Community's trade showed that it was naturally and increasingly open to the trade
of the rest of the world.

(ii) Association Agreement with Greece (L/2622)

Mr. TZIRAS (Greece) made a statement, distributed in document L/2622,concern-
ing his country's Association Agreement with .the EEC. He expressed the hope that
the CONTRACTING PARTIES would depreciate the manner with which Greece was currently
applying the plan and schedule of the Athens Agreement in respect of her obligations
under the General Agreement.

(iii) Association Agreement with Turkey (L/2621)

Mr. EMRE (Turkey) made a statement (L/2621) on the subject of his country's
association with the European Economic Community. He noted, that his Government
had taken initial steps towards the progressive realization of a customs union in
conformity with the provisions of the General Agreement.

(b) European Free Trade Association - Stockholm Convention and the
Association Agreement with, Finland (L/2603)

Mr. SOMMERFELT (Norway), the Chairman of the EFTA Council and the joint Council
of EFTA and Finland, introduced the report of the European Free Trade Association
and the Association Agreement with Finland which had been circulated to the
CONTRACTING PARTIES (L/2603), together with the Fifth Annual Report of EFTA and a
publication on EFTA's trade. He noted that the EFTA time-table for the removal of
customs duties and quantitative restrictions remained unchanged which meant that
free trade would, by the end of 1966, be achieved for substantially all industrial
products. Between 1959 and 1965,.EFTA intra-trade had increased by 96 per cent and
that between the Nordic countries by at least 120 per cent, Notwithstanding this
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development, imports into EFTA from third countries had risen more than exports,
with the consequence that EFTA had a trade deficit with the rest of the world of
$6 billion in 1964 as compared with $5 billion in 1959. Per Caput imports into
EFTA countries in 1964 amounted to $258 compared with $148 in the EEC and $98 in
the United States, an indication of the liberal attitude of EFTA. Trade between
EFTA and the developing countries showed a large surplus for the latter, with their
exports to EFTA amounting to $6,000 million in 1964 compared with their imports
from the area of $4,600 million. All the EFTA countries were giving their full
support to the Kennedy Round, not least as a means of liberalizing trade with
developing countries Not only had they offered a 50 per cent cut on industrial
products but were anxious to achieve progress, inter alia, in the field of tropical
products. It was his hope that these aims would be fulfilled and that developing
countries would thereby be in a position to increase further their exports to the
EFTA countries.

(c) Central African Economic and Customs Union (L/2623)

Mr. GUERILLOT (Central African Republic) made a statement, distributed in
document L/2623,on the Brazzaville Agreement, establishing the Central African
Economic and Customs Union. which entered inco force in 1 January 1966.

Discussion on the information furnished and on these statements, was deferred
to a later meeting.

3. Australian request for Waiver to grant tariff preferences to less-developed
countries (L/2527 and W.23/1)

The CHAIRMAN recalled that, in May 1965, the Australian Government had
presenteda formalapplication to the CONTRACTING PARTIES for a waiver under
Article XXV:5 to permit the introduction by Australia of preferential rates of
duty on imports of manufactured and semi-manufactured products produced in less-
developed countries. The Council had appointed a Working Party to consider the
request and its report had been distributed in document L/2527. In January, the
Council had considered the Working Party's report to which was annexed the text of
a draft waiver acceptable to the Australian delegation. Subsequently, the
Australian delegation had held discussions on certain points in the draft waiver
and, at the March meeting of the Council, the Australian delegation had put forward
certain amendments to the text and it had then been agreed that the revised draft
waiver text should be distributed to the CONTRACTING PARTIES. The Working Party's
report and the draft waiver, as amended (W.23/1), were now submitted to the
CONTRACTING PARTIES for consideration and decision.



SR.23/2
Page 11

Mr. PHILLIPS (Australia) observed that when it had presented its requestin
May 1965, the Australian Government had asked that it be dealt with promptly.
That this hope had not been realized completely was attributable to the importance
of the question and there could be no doubt that value had been derived from the
comprehensive debate in the Working Party and the Council on the matter. He hoped
that the waiver could be put to a vote as soon as possible.

Mr. VALENZUELA (Chile), the Chairman of the Working Party, speaking on behalf
of a number of developing countries, expressed support for the proposal which
should, be dealt with promptly. For nearly a year, contracting parties had
discussed the Australian request in all its aspects and developing countries had
made known their views on its provisions. The Australian Government had made a
considerable effort to meet the position of the developing countries. It was to
be hoped that the Australian Government's imaginative initiative in this field
would constitute an example to be emulated by other developed countries.

Mr. DO LAGO (Brazil.) recalled that the view of the Brazilian Government was
that preferences for less-developed countries should be accorded within the frame-
work of a multilateral system embracing the industrialized countries as a whole and
that such preferences should be general, with only minimal exceptions, which should
only be altered through collective action taken by an appropriate body. Notwith-
standing these views, the Brazilian Government welcomed the Australian initiative,
which was particularly commendable in the light of Australia's own economic
position. The Australian request constituted a pioneering step in an area where
other developed countries were hesitating to enter. The Brazilian delegation would
vote in favour of the waiver.

Mr. LERENA (Argentina) said that, in the view of his Government, the merits
of the Australian scheme derived not only from its content but also from the hope
it engendered as regards the implementation of the Ministerial Resolution of 1963.
Argentina would have preferred GATT to have first established rules for developed
countries granting preferences to less-developed countries but the urgency of the
problem justified individual action. However would not be advisable to regard
experience gained from -the Australian scheme as applicable to more general schemes.
The Australian scheme should not, therefore, constitute a precedent for other
proposals by developed countries since it had been tailored to Australia's
particular economic situation. Thus it had seemed appropriate that the Australian
scheme should be reconciled with the General Agreement by means of a waiver from
Article I rather than by an amendment of the General Agreement itself. Argentina
would urge the granting by the CONTRACTING PARTIES of a waiver since the preferences
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would facilitate access of products of developing countries to the Australian
market, but he would, at the same time, express the hope that the Australian scheme,
together with other particular limited preferential schemes, would, at some future
date, be incorporated in a more general preferential scheme institutionalized by
GATT. He was sure, as regards the defects of this scheme, that the Australian
Government would, in future, endeavour to meet some, if not all, points made by
developing countries.

Mr. AYUB (Pakistan) expressed the support of his Government for the Australian
request and his appreciation of the effort made by the Government of Australia to
improve access to its market for the products of developing countries. The
Australian scheme was an important contribution to the evolution of a general,
non-discriminatory system of preferences for developing countries. There were
short-comings, such as the restricted commodity coverage, quotas, and the
possibility of discrimination as between developing countries; however, he would
suggest that the CONTRACTING PARTIES should concentrate on its positive aspects
and accord' it their unanimous approval. He was confident that the spirit which
had motivated the Government of Australia in presenting its scheme would also
move it to improve it further to tailor it as closely as possible to the needs of
the developing countries. The question of preferences by developed countries for
developing countries had been on the agenda of the GATT for a considerable period
and the Australian scheme was the first response. He hoped that the other developed
countries would come forward with schemes which transcended the limitations of the
Australian scheme.

Mr. BRODIE (United States) noted that his delegation had played an active
part in the careful consideration that had been given to the implementation and
likely consequences of the Australian proposal. On the basis of this examination,
the United States Government had concluded that the scheme would have negligible
effects in expanding exports of developing countries and that any benefits which
would accrue to the developing countries would be more than outweighed by the
disadvantages of the scheme. The amendments introduced into the draft waiver had
in no way altered this conclusion. The Working Party had not reached any formal
conclusion as regards the trade benefits likely to accrue to the developing
countries from the.scheme,but the United States delegation believed that these
would be negligible and it would seem, from discussion in the Council in January,
that this assessment was quite generally shared. The scheme covered only a limited
range of products which did not seem to have been chosen on the basis of the export
potential of the developing countries; the largest quota, constituting about one
third of the total preferential tariff quotas, was for newsprint, a product which
Australia currently imported duty free from its principal suppliers. Other major
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items on the preferential list were already imported almost exclusively from the
developing countries and therefore any increase in these imports would be
attributable to tariff reduction and not to preferences as such. Apart from
handicrafts, preferences were limited by quota. The total of these quotas was
£A6.7 million and in respect of most items the individual quotas were quite small
amounting, in some cases, to only £A10,000. Furthermore, preferences could be
withdrawn from particular developing countries when they became competitive.
Preferential duties accorded to developing countries within these quotas would be
the same, or slightly below, those currently enjoyed by developed Commonwealth
countries whose access was not limited by quota.

Against these limited trade advantages, had to be set the substantial dis-
advantages of the scheme. Any increment in imports into Australia from developing
countries would be made largely at the expense of other suppliers, including
developing countries denied preferences for one reason or anotherand not as a
result of displacement of less efficient Australian producers. The preferences
would add a further complication to the already complex Australian tariff structure.
Because of the narrow range of products covered, only a limited number of countries
could be expected to benefit. No consistent criteria has been formulated for
denying the application of preferential treatment to particular products of
developing countries, and there would seem to be no assurance that all developing
countries would be treated on the same basis. The element of uncertainty thereby
engendered would render investors reluctant to finance expansion of industries to
take advantage of the preferences. It would seem particularly unfortunate for
the GATT to approve a waiver, without time-limit, when the entire question of
preferences was under intensive international review. The waiver did not, as the
United States believed it should, specify the countries to Which Australia would
be authorized to extend preferences. Although this might appear academic in the
circumstances, the waiver contained no provision, as had similar waivers, concerning
compensation for third countries suffering injury from the implementation of the
preferential scheme. In summary, the United States believed that the waiver
requested by Australia would not materially benefit the developing countries and,
on the contrary, would involve important disadvantages to the world trading
community.

Mr. SKAK-NIELSEN (Denmark) recalled that his Government had, on a number of
occasions in GATT and other international forums; taken a positive attitude to
multilateral tariff preferences for developing countries, which it regarded as an
effective means of furthering their economic development. Whilst its general
approach to the Australian request had therefore been positive, the Danish Govern-
ment had misgivings as regards two points. First, the Australian scheme was
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selective as regards commodities and would thus place the main burden of adjustment
for the improved access for developing countries on exporters in other developed
countries; such a development would, it was feared, discredit the idea of
preferences in the industrialized countries affected by the Australian scheme. It
was to be hoped, therefore, that the facility contained in the waiver for extending
preferential treatment to more industrial goods would be employed and the Danish
Government trusted that the scheme would, in no way, inhibit Australia from taking
an active part to bring about a world-wide reduction in trade barriers. Secondly,
the scheme entailed no agreed definition of a less-developed country and, in fact,
the Australian Government would extend the scheme to those countries which
considered themselves less-developed. The Australian scheme did, however- contain
certain features which could govern a multilateral scheme of preferences for the
developing countries; no reciprocity was being sought from developing countries;
the principle of non-discrimination as between developing countries, although
there were exceptions, had been incorporated into it; and,finally,it would be under
the control of the CONTRACTING PARTIES. Thus, whilst the draft waiver contained
points with which his Government could not agree, it was ready to vote in favour
of it.

Mr. ASTRAWINATA (Indonesia) said that his Government could support the draft
waiver in its amended form and welcomed the initiative taken by Australia to meet,
to some extent, the legitimate objective of the developing countries to improve
their trading position in world markets. It was encouraging to note that the
Australian Government had been motivated by a realization that developing countries
had to improve their trade position by exporting an increased volume of semi-
manufactured and manufactured goods. However, developing countries needed to
increase all their exports and a number of commodities remained subject to import
duties in Australia. He hoped, therefore, that the Australian Government would
be able to extend the preferential scheme by removing barriers still existing on
primary and semi-processed products produced by developing countries. The
Australian Government had taken an important first step which, he hoped, would be
followed by further similar measures.

Mr. AOKI (Japan) observed that his Government was at present actively con-
sidering the extension of preferences by industrialized countries to developing
countries taking into consideration the deliberations in GATT and other forums. In
the view of his Government, it was both unfortunate and regrettable that Australia
proposed to grant preferences in isolation when the question of general tariff
preferences were under active consideration. Japan would continue to seek means of
overcoming the acute problem of expanding trade opportunities for developing
countries. Japan would abstain from voting on the Australian waiver.
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Mr. SOMMERFELT (Norway) recalled that Australia had felt unable to accept,
without reservation the new commitments in Chapter IV and had referred to Australia
as "a country depending in large measure on a relatively small number of primary
products and relying on the tariff as significant aid for further diversification
of its economy", and consequently could only apply Article XXXVII to the extent con-
sistent with Australian development needs, policies and responsibilities The
characteristics of the Australian economy were common to other countries including
Norway which, however, was relying on a liberal trade policy as a means for
diversifying its economy. The extension of this liberal policy to.developing
countries was a most significant means of achieving mutually beneficial results.
Norway was convinced that tariff reductions within the framework of the Kennedy Round
by developed.countries, and semi-developed countries such as Australia and Norway,
would constitute a more significant contribution to the realization of the objectives
of Chapter IV, to increase the export earnings of developing countries, than the
selective arrangement proposed by Australia whose practical effects would be rather
limited. Norway was not, therefore, convinced of the necessity or the desirability
of waiving the most-favoured-nation rule to grant very limited benefits which could,
in any event, have been achieved by adhering to the principles of Article I. Norway
was a small country with vital interests in foreign trade and had always appreciated
the willingness of contracting parties to take into account the interests of other
contracting parties and had welcomed past practices whereby controversial issues
were not put to a vote until a consensus had been achieved, at least between the
major trading nations. In this case no such consensus had been arrived at. The
modifications to the drift waiver text accepted by Australia were, in the view of
his delegation, of limited value. He regretted that the Australian Government had
not..been able to accept certain other suggestions aimed at bringing the waiver more
into line with the practices of the GATT. He noted that there was a provision in
paragraph 2 of the draft, in terms of which Australia could vary, at any time, lists
of products, rates of duty and size of quotas. This flexibility would not seem to
be warranted by the limited objectives set in the proposal. It would, in his view,
have been. more appropriate for the CONTRACTING PARTIES to grant a waiver on the
basis of the scheme as it presently stood and to consider amendments of it on the
basis of further applications. Norway would have preferred a time-limit for the
proposed arrangement and did not consider that the quinquennial review provided for
was adequate in this regard. Norway would not vote in favour of the waiver.

Dr..HARB (United Arab Republic) congratulated Australia on the initiative it
had taken which could be considered as the first constructive step in the field of
preferences for developing countries. It was particularly noteworthy in the case
of a country.Which had not achieved a very significant degree of industrialization.
The United Arab,Republic delegation supported the request and recommended to the
CONTRACTING PARTIES that Australia be granted a waiver. The Australian scheme
should not, however, constitute a precedent to be followed by other industrialized
countries. A general and non-discriminatory preferential scheme was needed to
enable developing countries to increase their export earningsand diversify their
economies in order to implement their development plans and raise the living
standards of their peoples.
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Mr. DUHR (Luxemburg), speaking on behalf of the European Economic Community,
stated that the Community had taken an active part in the work conducted in con-
nexion with the Australian request. This work had been particularly delicate
because of the complexity of the problems raised by the implementation of the
Australian scheme, and the Community was conscious of the serious and thorough
studies that had been conducted. It was also appreciative of the efforts made by
the Australian delegation to meet certain of the misgivings expressed by various
contractingparties and to take into account amendments proposed to the original
draft waiver.

In the Working Party,the Community had, for its part, stressed the importance
of the Australian request as an opportunity to examine, in a pragmatic way, the
impact and effectiveness of preferences as a solution for certain trade problems
confronting developing countries.

The Community considered that the scheme envisaged by Australia for the
benefit of developing countries should not pre-judge the introduction of a more
general solution which was currently being studied in various international bodies,
and, in which, the Community was greatly interested. In these circumstances, it
should be accepted thatwhen a global solution to the problem of preferences had
been formulated, the measures applied by Australia should be reviewed by the
CONTRACTING PARTIES with a view to determing what adjustments to the scheme were
necessary. On the basis of these considerations, the member States of the
Community would vote in favour of the waiver for Australia.

Mr. BOSCH (Uruguay) reaffirmed the support of his country for the principle
of general preferences for developing countriesbut he appreciated that the
economic circumstances of Australia were peculiar and Uruguay would support the
waiver on the understanding that it did not constitute a precedent for future
schemes. Uruguay would have welcomed the inclusion in the Australian scheme of
certain desiderata expounded by the developing countries; in. particular the
inclusion in the scheme of more products with bigger quotas and wider preferences.
Uruguay would support the scheme as a matter of principle recognizing the. good
faith of the Australian Government. The Australian scheme represented a first,
if limited, step which could be followed by other developed countries. He noted
that the Australian proposal had met with resistance on the part of some indus-
trialized countries on the ground of its ineffectiveness. He suggested, however,
that a pragmatic approach should be adopted and that only the practical implementa-
tion of the scheme would show whether it was of value or not. It was his hope
that the Australian Government would be able to show that the predictions concerning
the ineffectiveness of the scheme were not borne out in practice.
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Mr. MILANOVIC (Yugoslavia) noted that the Australian scheme differed from
that unanimously proposed by the developing countries in the UNCTAD for general
and non-discriminatory preferences which were urgently required by developing
countries to overcome their trade problems. Yugoslavia would, however, support
the Australian request, for all its limitations, as a means of meeting the needs
of the developing countries. It particularly appreciated the fact that Australia
had taken this initiative because that country was largely dependent for its
exports on a relatively small number of products. The Australian scheme should
not, however, be regarded as a precedent for other preferential schemes which
should be on a generalnon-discriminatory and global basis.

Mr. VON SYDOW (Sweden) said that Sweden had participated actively in the
Working Party whose deliberations had been focussed on the elaboration of a text
for a waiver, but it noted that quite substantial divergencies of views had been
displayed. Certain of the misgivings voiced by members of the Working Party had,
to some extent at least, been met in the revision of the draft text, but it had
to be noted that, as it stood, it did not reflect the unanimous view of the
Working Party and this would seem to represent a deviation from the normal
practices of the GATT. On the substantive questions raised by the waiver, Sweden
was not convinced that the basic obligations of contracting parties should be
waived. It was possible that it would be appropriate to make certain amendments
to the General Agreement, but only after careful studies had indicated the
advisability of doing so. Sweden took a positive attitude towards the formulation
of measures of benefit to the developing countries and indeed had explained its
willingness to take part in further studies of the complex question of preferences.
It was regrettable that the Australian Government had not been able to wait for the
outcome of these studies from which conclusions might have been drawn to the
benefit of developing countries.

Sweden would not vote for the waiver, but nor would she vote against it.
This attitude should be seen as an expression of Sweden's desire to make a

contribution towards the safeguarding of the General Agreement, which should
remain an important, workable instrument for co-operation in the trade field.

In conclusion, Mr. von Sydow requested that the following formal explanation
of Sweden's attitude be set out in the Summary Record:

"The Swedish Government is aware of the difficulties of the less-
developed countries to improve their economic situation by expanding
their exports. Sweden has repeatedly declared its willingness to
assist the less-developed countries in their efforts. We have not
limited ourselves to declarations but also tried to take initiatives
and practical steps to fulfil this policy.
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"We doubt, however, that the preferential scheme proposed by Australia
is a useful contribution in this respect. In Sweden we have not yet taken a
final stand on the problem of preferences. We have declared ourselves willing
to participate in studying the problem and investigating the commercial and
economic implications of various solutions. We also believe that the
international studies now under way will lead to positive results which will
promote the interests of all less-developed countries. This is why we think
that it would be unfortunate if the Australian proposal, which contains,
inter alia, certain selective elements which we find objectionable because of
the risk that they may create discriminatory effects as to individual less-
developed countries or groups of less-developed countries, should prevent or
postpone such results."

Miss LOVAT-WILLIAMS (United Kingdom) said that her Government had certain
misgivings concerning the Australian request. The spread of such unilateral
preference schemes, tailored to the particular interests of the country according
preferences, would be liable to increase discrimination in the trade of both
developing and developed countries. This would not be in the interests of the
developing countries as a whole, nor would it conform to the multilateral concept
inherent in the General Agreement. The United Kingdom regretted the inclusion of
the principle of "competitive need" in the Australian scheme and deplored the
exclusion of Hong Kong from participation in four of the quotas. She hoped, that
no further discrimination as between developing countries would be introduced. It
would be particularly unfortunate, moreover, if such single country arrangements
were to prevent concerted action on a broad front and would hope, therefore, that
the Australian scheme would not be followed by others of a similar kind. On the
other hand, the fact that the Australian Government was not seeking reciprocity for
the preferences it was offering was to be welcomed and, whilst the United Kingdom
would have liked the Australian Government to have been more flexible as regards
the precise terms of the draft,in order to meet some of the objections raised to
them, the United Kingdom would vote for the waiver.

Mr. PRESS (New Zealand) observed that the Australian proposal was the first
positive step to bring about preferences for developing countries. Other developed
countries had preferred to wait for a formulation of a general preferential scheme,
but this had taken too long. Australia had not, however, claimed that her proposal
had general application but that, on the contrary, it was tailored to her own
particular economic circumstances. New Zealand recognized that the scheme was

limited as regards the volume of imports, but at least Australia had taken some
action in this field which he hoped would constitute a spur to other developed
countries. Defects did exist in the Australian scheme but he was sure that there
would, in fact, also be defects in any general scheme of preferences. He noted
that the smallness of the size of the preferential quotas had been commented on by
a country which itself maintained quantitative restrictions with nil or very small
quotas.



SR.23/2
Page 19

Mr. EMRE (Turkey) stated that his delegation would vote in favour of the
waiver which it supported as a positive stop forward and which, he hoped, would be
followed by other developed countries.

Mr. DE FONSEKA (Ceylon) congratulated the Australian Government for introducing
its pioneering proposal which was the first positive contribution in the field of
preferences for developing countries. The Australian Government's initiative was
particularly noteworthy in view of the fact that she was just emerging from being
an agricultural country and had a small population; this initiative should be
followed by other developed countries. As a small country, Ceylon in particular
supported the idea of the withdrawal of preferences from countries whose products
had become competitive since such steps would take into account the different
levels of development in developing countries. There were limitations in the
scheme but it was a bold step in the right direction.

Mr. LALL (India) said that it was a source of satisfaction and gratification
to his delegation that it had initially proposed the question of preferences for
developing countries to the CONTRACTING PARTIES in 1963 as a possible solution for
the commercial problems of developing countries. At that time contracting parties
had not been receptive to an idea which was widely regarded as unorthodox, but now
at least the concept had acquired sufficient acceptability for one contracting
party to introduce a scheme embracing preferences for developing countries. The
reasons given by Australia for being unable to subscribe fully to the provisions of
the new Part IV had raised some doubts in his delegation; these had, however, been
dispelled with the request to introduce a preferential scheme, and the Indian
Government was now satisfied with the genuineness of the hesitation of the
Australian Government in accepting Part IV; in fact, by taking this initiative,
the Australian Government had undertaken greater obligations than had those
contracting parties which had subscribed fully to the provisions of Part IV.

he noted that the United States representative had referred to certain
deficiencies in the scheme and in particular to the negligible trade creation likely
to arise from it. His delegation derived some encouragement from such observations
since it felt the countries like the United States would take them into account
when considering their own contribution to the solution of the problems of the
developing countries. They should not, he suggested, seek to avoid trade diversion
from developed to developing countries, since it was such changes in the structure
of trade and, thereby, in economies that led to long-term trade creation in the
interests of all. The Indian delegation would not, therefore, condemn any
preferential scheme solely on the ground that in the short term, it had trade
diversionary effects. Such trade diversion was essential if developing countries
were ultimately to occupy their proper place in the world trading community. The
representative of Norway had been critical of the Australian proposal because it
considered that the same results could have been achieved by a most-favoured-nation
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reduction of duties on products for which developing countries wore the principal
suppliers. He would hope that Norway would feel able to act on the basis of this
conclusion. He would also infer that, if it could be demonstrated that the proposal
was trade creating for developing countries, but discriminated against developing
countries, the Norwegian Government would have supported the scheme. The
representative of Japan had said that his country would abstain from voting for
the Australian waiver on the ground that the question of preferences for developing
countries was currently being studied in another forum. He was sure that, after
this detailed study, the Japanese Government would not come to the conclusion that
preferential schemes had a trade frustrating effect, even though they were not as

trade creative as might be desired. In this event, as could be shown from the
discussion in the CONTRACTING PARTIES, developing countries would be prepared to
accept such limited benefits as they could derive from any such scheme. The
representative of the EEC had suggested that consideration of the Australian
proposal should not prejudge more general solutions and had expressed the hope that
studies now under way would give rise to more generalized preferential schemes.
He was grateful to the Community for supporting the Australian scheme and for the
indication that they would support schemes of a more universal nature.

He would also hope that the spirit that had motivated Australia in making its
request would continue after the CONTRACTING PARTIES had accorded the waiver, not
merely in implementation the scheme as it stood now, but, perhaps, in extending
quotas, widening preferences or by other positive acts. In this way, Australia
could act as a spur to those countries currently studying a more general global
scheme of preferences, which, perhaps, could be brought up for the consideration
of the CONTRACTING PARTIES at their session in 1967. In this way, those who were
hoping for solutions of the problems of the developing countries to come out of
the Kennedy Round would have their hopes more amply fulfilled than now seemed
possible. Despite its limitations, the Indian Government would give its full
support to the Australian waiver.

Mr. MORENO-FERNANDEZ (Cuba) said that his Government supported principles
enunciated in UNCTAD that preferences for developing countries should be general,
non-discriminatory and should not involve reciprocity. The Australian scheme was
not general but, on the other hand, it involved no reciprocity and was non-
discriminatory; it served as a practical example for future similar schemes.
There were a number of disadvantages, including the small size of the quotas; this
had been alluded to by developed countries who, he would suggest, should seek to
avoid this particular limitation in their own schemes. Cuba did not expect to
derive any immediate benefit from the scheme but would vote in its favour because
of the principle involved and in the hope that it would be followed by a more
general scheme.
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Mr. SAKELLAROPOULO (Canada) recalled that his country had participated actively
in the Working Party and had expressed concern and doubts over the whole concept
of preferences and on particular aspects of the Australian proposal. The draft
waiver text had been improved by the incorporation of amendments. Australia and
other contracting parties recognized that this scheme did not necessarily constitute
a precedent and this was important when the whole question of preferences was under
intensive consideration. Whilst Canada would vote in favour of the waiver this
would be without prejudice to its attitude on the general question of preferences.

The report of the Working Party (L/2527) was adopted.

Mr. PHILLIPS (Australia) thanked contracting parties for their work, in
connexion with the Australian request in the Working Party, the Council and in the
session, to bring the matter to a conclusion. He also thanked the Chairman of
the Working Party for the manner in which he had carried out his exacting task.
It was gratifying to note that the Australian request had found support from both
developing and developed countries. Australia did not claim that the scheme was
perfect, or that it met all requirements, but it was the best that could be devised
in the circumstances. Note had been taken of the comments made by representatives
and these would be conveyed tothe Australian Government and taken into account in
the impleamentation of the scheme.

The Decision was adopted by fifty-one votes in favour and one against.

The meeting adjourned at 6.15 p.m.


