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REPCRT OF THE WORKING PARTY ON THE AUSTRALIAN
REQUEST TO GRANT TARIFF PREFERENCES TC ILESS-DEVELOFED COUNTRIES

1. At a meeting in‘May"1955 the Counicil discussed a reguest from the Government
of Australiz for a waiver under the provisicns of Article XXV:3S to cover the
introducticn by the Australian Government of preferential rates of auly on imports
of certain goods produced in less-develcped couniries (c/M/28). The formal
request, an initial list of products involved in the oropesed preferential schene,
and an indicative list of countries %c which the scheme might apply, were cir-
culated in decument 1/2443. The Council cstablished a2 Working Pariy with the
following texrms of reference:

"To consider a request freom the Govermment of Australia fTor 2 waiver under

the terms of Article XXV:S of the General Agreement tc cover the introducticn

by the Ausiralian Government of preferential rates o e 2o
ranufaciured and semi-manufzeiurec products produ
countries, and to submii recommendations te the Coweil or to the
CONTRACTING PARTTES.Y

2. The Working Party met on three cccasio: At its first meeting in June 1955
the Working Partiy heard a sitatement by the As an representative seitiing ocul
the backgrownd 2and explaining the principal Teat the fustralian reguest.
In Ris statemerit the Austraiian resresent ' cul that Australia had
accepted the nw Part IV of the GATT on in a3 that the provisions of
Articie X3OIVII would be zppiied to the Dt sible consistent with
dustraiia's cdevelopment neels, policies, tics, and that it was
zgainst this background thai the agplicas ewed. The aAusiralian
proceszl was designod as a contribulion, Austraila's own stage

of eeccnomic dovelopment, io The soluticn fzeing iess-developed
ccuntries in the trade fisld. It was Th the Australian Govermment
that if the trade oosition of the loss-de 3 counirics was o be iImproved
they must export increcsing amcunis of semi-manufaciured and menufzctured goods.
Australiz had prepesed the introduction » some sixty oroducts

cf export interest o less-devzlcped coun net seck roeiprocity
fron these countries. The Government of rdicoted thot it wished
Tc e zble To 268 to tho iist of preducis ipiiitics for zssisting
the trade of liess-develored ccuniries an ¢s woers revedied. With rogard
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to the list of countries and territories to which these prefercnces mighti 2prly,
the Australian representative stated that in the sbsence of internaticnz2lly agreed
criteria, Austraiia would welcome the guidance of CONTRACTING PARTIES. The
Australian request contained a specific proposal which should be consicered
separatzly from the general question of preferences for less-cevelopod countries.
The Australian representative alsc drew cttenticn to the fact thot the proposal
contained safeguards for the trade of established suppliers. .

3. In the course of its second meeting held in September 1965, the Woerking Party
was informed by the delegaticn of Austroliz that the Australion Government had,

ir the meantime, introcduced two bills in the Austrelian Parliament designed to

give effect to the preferenticl scheme and that the Austraiien Government wished
tc be in 2 position to bring the preferences into oper=tiocn as soon 2s the

waiver was granted. The representative cof Australiz 2isc advised the Werking Perty
of certain modificaticns to the list of preducts which had been made by his Govern-
ment. Some additional daiz on Australia's import irade in the items in question
was also furnished tc the Working Party (L2263 and Add.1 and 2) and certain
clarifications were given in respect of 2 mumber of technical poinis relating to
the operation of the proposed scheme, e.g. the administretion of the preferential
quotas ¢rnd the application of the rules of origin.

4. In the course of the discussion, the Working Party explored various aspects
of the fustralien proposal. The mexbers of the Working Parity discussed the basis
on which the list of products had been drown up, including the manner in which
the principle of competitive need had heen 2pplied to determine the choice of
procucts, the possibility of further modifications in and additions o the 1ist,
the inclusion or exelusicn of particular less-developed countries or territories
from preferences on particular producls, the procedures to be foilowed in this
connexion, the safeguards for estabiished supriiers, domestic o cticn figures
of the items ccvered by the provosed preferential scheme, 2nd the o
-~

the term "menufactured and semi-manufactured Dre
5. The following oints were made in the course of the discussion:

(i) apprehension wes expressed concerning the danger the* the exclusion of
a particular ccuntry from preferences in respect of a2 particular item as a
result of the {pcssibly arbitrary) appiication of the principle of ccmpetitive
need could divert trade Irom one source te andcther among the less-developed
countries themselvess . . . .

ii) the scheme should teke into account differences in levels of develop-
ment among less-Ceveloped counbries;
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(iii) the benefits to less-develcped countries from the proposed preferences
would be modest in comperison with Tthose enjoyed by certain developed
countries already benefiting from preferences in the Australian market; the
list of products should be expanced and the quota limits to the preferences
remcved;

{iv) the less-developed countries pointed out that the principle of the
infant economy, rather the infant incustry, should be the guiding principle
in this connexion, and that 211 exports of less-Ceveloped countries should
be granted preferences;

(v)  the benefits to less-developed couniries from the Austraiian scheme
would not cnly be mocest but cculd have been conferred in large measure
through reduction of tariffs on a mosit-favoured-nation besis;

(vi) the cefinition of semi-menufaciured and menufactured crocducts which
the Ausitralian representative nad put formand, was consicdered imprecise for
the purpose of the scheme;

{(vii) disappointment was expressed that the Australian Government was unzble
to previde domestic production figures on some items appearing in the iist
of products since these figures were reievant itc the sutject under
discussion.

6. The Australizn representetive indicated that it was not the intention of his
Goverarent to 2pply the principle of competitive need, arbiirarily or dogmaticaily
anc that suppliers from less-developed countries wouid be exciuded from enjoying
preferences on particular items oniy where reasons clearly Jusiified such cction.
After cealing with the proposed scheme In iis relation tc the benefits enjoyed

in the Austrelian merket by certein Commenwealth suppliers, the Austraiian
representative pointed ocut that while the benefits of the scheme might appear
sm2il from the point of view of some indusiriziized countries, they cculd not be
censidered sm2il in relation o the Ausirelian market. The Australian scheme was
cesigned to btring about an asprecizable increcse in exports of less-developad
couniries o the australian market, while providing the essentiol safeguerds for
domestic industry and avoiding undue <Sisruptions of the trade of established
suppliers. The representative of Australiz reiterzted the sictement he had mode
2t an earlier meeting thoit it was not necessary tc Gefine the expressicn "menu-
factured and semi-menufactured mroducts®. The producis initially to te the subject
“of the preferences were set cut in the zaprplicaticon for & waiver, and any croposed
agdditicns to the list would be nctified to contractiing pariies and worid be the
subject of consultations. With regerd tc domestic production figures, his
delegation felt that such informetion was not of direct relevance to the matter
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under discussicn, but in the light of the views which had been restated by
cther mexbers of the Working Party, his Govermment had providad such figures
as were available. (See Lf2863/Acd.2.)

T In the course of ils discussions, the Working Party agreed that countries
and territories which ¢id not appear in the initdal indicative last of less-
developed countiries and territories attached Lo e Australian application bul
wished to be iIncluded within the scope ¢of the scheme should so notify the
Avstrelian delegation and the Working Party.

8. A £l record of ithe discussicns summarized in the preceding peragraphs i
~ o~ - ; - F -
to de found in documents I/2257 ond I/2%78. (See Amnexes C and D.)

S. Folloving the exchange of views on different aspects of the Austraiian pro-
oosal and the statezment by various delegzaticns on thelir position on the points of
rrineiple involved in the dustraiian scheme, as recorded in Jocument L/2~’?78, the
Tieridng Pariy at 2 third mecting from 20 November to 17 Decezber proceeded to con-
sider the drafl of 2 decisicn under Article XXV:5 in respecs of the auvstralian
reguest, subalitled for Jiscussicn by the Ausitrziizn delegation. At the outset of
the cdiscussion on the text of the draft decisicn, 2 number of Celegetions indicated
ol Thelr parcicipaticon in the Jormulation of the draft waiver was without mre-
Judice o the position on points of principie zdopted by them in sarlier discussions
of the Working Party and to ths eventunl ctlitude of thelr governmment in respect of
the walver zpplicaticn. In thlis commexion 2 mumber of delegations indicated that
rhile they zenerally supporied the Ausirnlian reguest they continuved o be in Fevour
of a2 general non-

tory system of prefercnces. They a2lso considered thet
the proposal sikould nol gerve &3 a2 precsdent in zl) aspacis. Some other delegetions
recfiirmed their aticchment to the mest-fovoured-naticon principle. Some delegations
stressed thelr desire to wreat the lusireilzn applicaticn in 2 cragzetic fashicn
witaeul being commitied to 2 doctrinnd positicn on the guestion of preferences.
Som2 of thess Celemtions thought that the Auvstrailizn scheme should be regerded as
2n experiment In the use of 2 ceriain type of soluticn for some of the trading
orodleTs of less-develop2d cowniries. :

, b f9
y A

3

izcriming

usiral egevicn. In stbmitiing lals text to the Council Ior considerza-
tion, e Vorking Torty wishes o drew aitentlion o the exchonge of views which has
T the Zifferent percgrerhs of the text and o alterzmative

.

1i. Somo delogotions were of the view thet, as 211 the circumsiances in which
ro : tment ic certain goods of less-
counttries and territeries hed beed specified in the australisn Covern-
n 3 icz2ily in this peregzech

S by bl
that the poods to which preferential ireziment was granted showld be the product of

H
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industries that heve not reached 2 stoge of cdeveloprent which enables them o com-
pelte in the Australian merket with like goods produced in other countries. This,
in their view, singled cut a2 particular consideration menticned in the Ausiralian
Government's applicaticn. from 2 number of other considerations which were also
important and needed to be lcoked at as & wacled These Celemations accordingily
preferred the following formulaticon:

"Having received an applicetion from the Government of Australia for aviherity
10 grant creferential tariff itreatment o certain goods of less-develcoped
countries and territories in the circumsizances therein described.®

o]

- 3 S S e - - LTI
12. There was feneral agreenent in the Working Paxriy thal ihe phrase "Ghie oore

2 \A - 3 S > ” S A = : * = w3 T ~3 - Faan ) o
iadustrialized coumirdes” which appsars in the last idnc of dae Iirst preazmbuler
~ . - - PR 03 - - ) S

parggresn refers o all cowtries which are nol less-developed couniries.

e -

= S b o ~ - o~
Additional parazraps [Cposcet I he Jelegatica of Jamedcs

= et ca A S-S oS sz - 3 = o~ ST 3 - -
15. The Selesmidon of Jazaicz propcsed the inserticn of the Ifollowing text as 2
S

- o

A

—~
e Foe i e B e B ve G, mean o mo e A waiver:
DEATAZTATN AT SNe STeamduiar Talv O WL WalLvers

"Having noted 2iso the Government of Australia, whilst steting that it relies
ca the tarifY as 2 significent 2Iid for further diversificaticn of iis econcoy,
has been zccording preferentizl dutlies for many years o certain developed
countries at rates lower than those accorded o the develeping coumiries; and
thatl this suggests thot the Australien sconomy is already in a2 position W
compste with the developing countries even when they have reached a stezge of
develooment thot enzbles them o compete In the Australisn markel with like
Zoods produced in these industrizlized ccintries which hove boen Iecelving
preferences for reny years.”

1Z, The representetive of Austreliz indicated that he was wnzble to zccept this
oroposal in relation to the emaclusions contadned In it. Tne delegation suggested
that the concerns of the Jomaicen delegaticn were covered by perzgreph 2 of th
operative part of the waiver.

Seccnd porasroph

) - . D A S e Yer S emen N s . -
Daragraoh which had appeared in the text origineily circulaied by the auvstrolian

Gelegaticn. They preferred that the peragreph be dyafied in objective terms and
not as 2 declarazicn atiributed te the ausirclian Government:

5 oA S -~ 3 DAY ~pr ey v S = =
15. Severzl delesaticns preferted the follcwing version of the second preambular
-

{2,
¥

~

"Havinz noted thai the establishment of the propesed mreferentizl arrangements
is designed as 2 step by the Govermment of austraiiaz to assist the tracde and
economic Zevelcpment of less-—3evelod: i3
consistent with Ausireliz's

Fourtn paragrarzh

16, Two delezations oxpressed their cisagrecmeont with the substznee of this
DEragTaTh.
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Eighth varasraph

17. There was general agreement in the Working Party that the text of the para-
graph should be interpreted to mean that the proposed acticn should not impede
the reduction of tarifis on a mest-Tavoured-nation basis whether by the Government
of Australia or by any other contracting party. The Working Party noted the.
statement by the representative of Australia that this could carry no implication
that the Government of Australia was under an obkligation to reduce its most-
favoured-nation tariffs.

18S. The representatives of less-developed countries emphasized that this para-
graph was not necessary,.but if it were decided to retain it, the essential features
of the Austraiian schame should olso be spelt out in it. They felt that this con-

sideration could be brought ocut by the following formulation.

"Having further ncted that the proposed action is not intended by the
Government of Australia tc impecde the rcaucti on of itariffs on a most-
Tavoured-nation basis, but tnat it is aimed by the Government of
Australia at creating additicnal tracde opportunities for the less-
developed countries and territories with a2 view to accelerating their
economic develcpment.”

1S. The Australian representative stated that his delegation could accept either
the formulaticn set ocut in paragraph 18 above or the version appearing in the

drafit decision annexed to this regpert.

20. Scme delegaticns felt that the ormulau-o in paragreph 10 impilied that the

need to provide additionzl trade copportunities for less-developed countries should

set a limitation to a reduction of tariifs on a2 mesi-Ffavoured-nation basis. They

recailed that the concest IThat the preopcsed preferences were intended to provide

additiunal trade opporitunities o less-develceped countries was already contained
the first three paragrophs the preambuliar part.

&)

I“O)

Acditicnal varasrzph nroposed by representatives of less-developed countries

21. The represenitatives of less-developed countries proposed the insertion of the
following paragraph: after the eightn paragraph in the preambular part of the waiver:

"Taking note of ithe declaraticn of the Government of AJSura.’a that it
5 ris 1

will continue its efforis to increase the number of items of export
interest tc less-develcped countries on which preferential tariif treat-
ment will be granted, 10 further reduce the preferential rates provided

> SO > - 44
in this weiver; and te remove or enlargs the preferential guotas.
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22. The representative of Jamaica recalled that the Australian application for z:
waiver included a statement to the effect that the Australian Government wished to,
be able to add to the list of products from timc to time as further possibilities
for assisting the trade of less-developed countries by this means werc revealed.
Unless the list would be extended the Australian proposal was of no interest to
his country. The representative of Australiz rccalled that the procedure embodied
in the text of the draft deeision provide for additions to the list of goods, but
in view of thc requiremcnts of paragreph 4 of the draft decision, his Government
could not urdertake 2 formal commitment on this matter.

Operative part of draft decision

Peragraph 1

25. This paragraph was acceptablce to the delegation of Australia and to most other
members of the Werking Party. Some delegations emphasized that in the light of the
considcrations stated in the preambular part of the draft decision, it should

be ensured that preferences are extendad only to less-developed countrics and
territories as ctherwise they would lcse much cf their value.

24, The Working Party rccognized that the CONTRACTING PARTIES had not drawn up a
list of less-dcveleoped countries for the purposc of the General Agrecement. The
Working Party did not regard itsclf as compotont to scttle this legal guestion.
The Working Party with thc exception of throc members noted that pending & decision
on the métter, the list attached in Annex B to this rzport afforded in these
circumstances thc only guidence availablc to the Government of Australia as to
the countries and territorics teo which the scheme in question could be applied.
This list contains in alphabetical order the countries and territorices mentioned
in the list amnexed to L/2443 and Corrigendum 1, and other countries and
territories as they zrpear in the communicaiions reprocucced in L/2464 and

Addenda 1-3.

25. Tne Working Pariy cmphasized its understanding that the list did not definc
the status of any country or territory for the purpose of the General Agreement
or for any other purpocse.

26. Somc members of the Working Party considered that the appropriate precedure
for the Ausiraliisn Government, as the appiicant for = waiver, would have been for
it to have included in its epplication the list of countries and territorics to
which it wishcd to be authorized to extend prefcrences. The waiver should, in
their view, incorporatc 2 list of countries and territories to which Ausiralia
would be entitled to extcnd preferential trcatment. Any additions or modifications
in this list should bs the subject of subscquent applications to the CONTRACTING
PARTIES by the Government of Australia.

o
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27. The Working Party cxamined the list of products annexed to the draft decision.
A member of the Working Party drew attention to the exclusion of a particular
territory from the btoncfit of the oprcfcrences on particular items for less-
developed countries ané territories. This discrimination apparently stemmed from
the concept in the first paragraph of the preambular part of the draft decision
which provided for preferences only fcr products of incdustrics which were not
considercd competitive with more industrialized =uop11crs.l

28. Some delegations considercd that there was an inconsistency between the list
cof products attached to the draft decision and the first paragraph of the preambular
part, since there were three items of major importance in rospect of which less-
developed countrics accounted for the major share of Australian imports and could
censequently be treated as competitive in rclation to other suppliers. They felt
that if Australia wished to increasc trading oppcortunitics for icss-developed
countries in these items it could do so by reducing the tariff on a most-Tavoured-
nation basis. The reprcscntative of Australiz did not consider that there was any
inconsisteney in this regard. The preducts in question competed in the Australian
merket with other oproducts made in industriclized countrics and in Australia. &
reduction of the most-favoursd-nation tariffs os proposed by some delegations
would mean unrostricted imperis of these products at lower rates of duty which
would injure Australian industries sincc it would not be pessible to impose
quantitative restrictions on such imgports.

29. Severzl delegations pointed out that it was open tc the Government of Australia

tc establish tariff quotas for these items at reduccd rates and on 2 mosit-favoured-

nation basis. Scveral dclcgations supportcd the view put forward by the Australian
representative that there was a clear link betweoen the list of products annexed

toc the draft decisiorn and the considcrations stated in the prcamoular part of the

draft decisicn. They felt that therc was no practical possibility of concessions

on the items in question being madc availablce to them in somc other form.

30. One delegation stated that Articie XIII:5 of the General Agreement provided
for the non-discriminatory application of tariff quotas in accordance with the
rules in respecet of the administration ¢f qucota restricitions contained in that

ticle. Since thc Austraiian scheme esteblished preferential tariff gquotas for
certain imports from less-developed countries ard territorics, it was essential
that quotas should be so administered as to involve no discrimination between
such countries or territories.

3 ¢k

Paragraph 2

31. Some delegations considored thot 2 formal decision of the CONTRACTING PARTIES
in accordance with the procedures of Article XXV:5 should be sought in each instance
where Australia wished to add te the list of gocds or tc increase the preferentia
benefits which it is permitted to extend to less-developed countries. In their
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view any additions to the list of goods, cte. involved a further derogation from
the provisions of paragraph 1 of Article I of the General Agrecement and should,
therefore. be covercd by a specific decision. They accordingly favourcd the
deletion of this paragraph. Other members of the Working Party felt that the
procedurcs in paragraph 4 of the draft decision made adequate provision for the
necessary degree of consultation and approval by the CCONTRACTING PARTIES in regard
to any enlargement of the scope of the preferentizl arrangements.

32. The Working Party noted that the words “to reduce the rate of any duty"
should be interpreted to apply to a reducticn of the preferential tariff applied
to a particular product specified in the Ammex tc the draft decisicn.

33. In reply to thc question as to why the provisiouns of peragraph 2 of the draft
decision coverced all the cases of extension of the preferential treatment with
one exception - namely. 2 risc in the most-favcurcd-nation rates of duty, the
representative of Australia expiained that his Government had ne intention of
increasing the most-Tavoured-nation tariff rates for the purposc of providing a
margin of prefercnce for less-developed countries beoth in respect of the products
included in Amnex I and for any othcr product which might be added to Annex I.

Paragraph 3

34. Meny delegations including all dclcgations of the lcss-developed countries
emphasized that any decision te exclude a particular less-developcd country or
territory from the preferential tariff treavment provided in the draft deecision
should be taken only after full cousultation and under adequate provision for
intcrnational supervision and contreol since a basic question of discrimination
between less-developed countries was involveld. It shculd bec clcaerly indicated
that Australiza should consult with the affected contracting party and that the
matter must be referrcd to the CONTRACTING PARTIES if the consultations did not
produce agreement. Nor should the Government of Australia have the automatic
right to excluds from Annex I the product concerned as this crovision would
prejudice both the position of the less-developed country wihich Australia wished
to exclude from the scope of the prefcrcnces as well as that of ail other less-
developed countries. These delegations accordingly proposced the following text for
paragraph 3 of the draft decision which was supportcd by cne other delegation
because it preferred procedurcs wnich conformed as closcly as possible to previcus
GATT practice.

"Whencver the Government cf Australia proposes to withdraw the benefit of the
preferential treatment provided for in this waiver in respcct of any commcdity
from any less-developed contracting party or tcrritory it shall nctify the
CONTRACTING PARTIES of the action which it intends toc tzke and shall upon
request consult with thc less-developed contracting party or territory likely
to ke affccted by such action. If no request for such consultation is
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received within a2 period of thirty days of the date of the notification or
if the consultation results in agrecement the Government of Australia may take
such action. If no agreement is reached within a period of thirty days the
matter shall be referred to the CONTRACTING PARTIES for a decision. The
Government of Australia may subsequently restore to such less~developed

contracting partv or territcery the prefercential trcatment provided for in
this docision.”

35. The representative of Nigeria indicated that his delegaticn would also prefer
the above pa.ugraph with the substitution of the words "all less-developed
contracting parties” in placc of the words "the less-develcped contracting party
or territory" in the fifth line; and the replacement of the last sentecnce of that
paragraph by the following:

"If no agreement is réached within a pericd of thirty days the matter shall
be referred to the CONTRACTING PARTIES fer a decision which shall be final."

36. The representative of Australia rccalled that the provisions of paragraph 3
of the draft decision had been suggested by thce Government of Australia with a
view to accommodating the desire of less-developed countries for international
supervision on this point. His Goverunent felt that these orovisions were adequate
and could not accept the alternative Torumlatioos,

Purogrophs 4 and 5

Jf. Scme celegations which Pavoured the delelion of paragraph 2 O L the drait
cdecision for the reasons sct out in paragraph 31 above, proposed also that
paragraph 4 should in conscquence be cdeleted. Some delegations proposed the
insertion of the words “and shall give prompt attention to any represcntation in
this regerd" befors the words "with a view tc erriving at a mutually acceptable
scttlement” in parasgraph 4. The rcprescntative of Australia was uneble to iccept
this proposal. Hec pointed ocut that it was in the interest of the Government of
Australia that prompt agreement should be reached with any contracting party secking
consultations in terms of paragraph 4 as in the absence of such agreement it would
nct be possiblc for the Government of Australia to take the action to which the
proccdures of this paragraph applicd. The Government of Australia could, therefor
have nc interest in delaying its considcration of thesc matters. The members of
the Working Party vho put forward this prepesal, however, felt that to consult
promptly was not the sams thing 2s giving prompt atiention to the specific
suggestions or submissions which a represcntation might contain.

38. Some deiegations suppo“ted the insertion of the words "a scttlement

satisfaci tory to 21l coneerned" in place of the words "a mutually acceptable
settlement” at the cnd of the first sentcnce of paragraph 4 and the second
sentence of paragraph 5. They felt that the consultations mentioned in these
sentences would touch not only the intercests of the contracting party initially
seeking the consultation but of all cther contracting partics as well. It was
pointed out that the words "a rutually acceptable settlement" implied the notion
that the settlcment would need to bc generally satisfactory to all ecncerned since
if this werc not the casec other requests for consultation with the Government of
Australia would fcllow.
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39. Some dclegations proposed that the provision for satisfactory settlement of
matters taken up in the consultations provided for in paragraphs 4 and 5 should
be supplemented by explicit provision for compensatory adjustment. This would
be achieved by the addition of the words "or compensatory adjustment™ at the

end of the first sentence of paragraph 4 and the second sentence of paragraph 5,
respectively. These delegations recalled that the term "with a view to arriving
at 2 mutually satisfactory scttlement or compensatory adjustment" had been used
in earlier GATT waivers, nctably the waiver granted te the United Kingdom for
authority to extend preferences to its dependent overseas territories. They
felt that shouid a contracting party suffer substantial injury in its trade with
Australia in any product as the result of acticn teken by the Government of
Australia under the proposed decision, it was only apvwropriate that Australia
should agree to preovide compensatory adjustment where a settlement cculd not be
reached on cther terms. In reply to a2 question as to how the concept of
compensation would be applied in practice, these delegations indicated that it
could not be foresecen how discussions on compensatory adjustment would work out
in each case.

40. The representative of Australia stated that he could nct accept the insertion
of a provision for compensatory adjustment in the text cf the draft decision.
Generally, GATT waivers provided for compensatcry adjusiment where illegal use of
restrictions tc protect domestic interests was invelved. In this instance, the
Australian action was not intended to promotc a domestic interest. His Government
could not accept an cbligation to provide such adjustments. It was pointed out

by some members thet the term "mutually satisfactory settlement" cculd cover a
number of possibilities and that it was open tc any contracting perty in the
course of the consultations to raise any questicn. The members of the Working
Party sponscring the provision for compensatory adjustment thought that it was

not sufficient that therc should be a pcssibility for bringing up the guestion of
compensatory adjustment in the course of consultations. There should also be the
assurance that requests for such adjustments arec entitled to full consideration.

41, One member of the Working Party pcinted cut that a ccuntry cculd be expected
to provide compensation only where it benefited directly from the action giving
rise to the claim for compensatory adjustment. Accordingly, if ccmpensatory
adjustments were to be offered to the other suppliiers, it would follow that it is
the less-devecloped countries who should be reguired tc pay for such adjustments.
This would, however, be contrary to the principle that reciprocity shculd ndt be
required of less-developed countries and would inevitably put the Gevernment of
Australiz under pressure to discontinue the preferences as the simplest soluticn
to the problem.

42, Some representatives proposed the insertion of the following sentence at the
end of paragraph 5:

"Should such a settlement or adjustment not be reached, the metter shall be
referred to the CONTRACTING PARTIES in zccordance with the provisions of the
General Agreement.”
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The representative of Australia did nct accept the insertion of this provision on
the ground that the normal rights and obligations of contracting parties under
Article XXIII of the General Agreement woulc¢ not be affected by the decision. He
pointed out that if a satisfactory settlement were not reached in the course of

the consultations menticned in paragraph 5, it would remain open to the contrecting
parties concerned to seek a decision of the CONTRACTING PARTIES in accordance with
the normal procedures. ’

43. One representative proposed the insertion of the following language in
paragraph 5 of the draft decision:

"The Government of Australia shall rcview the level of preferential duties,
size of quotas, the inclusion cor exclusion of countrics bcnefiting from
prcferential duties or the coverage of the products list on the request of
any contracting party which considers that its interests are affected. In
particular any contracting party which considers™ ete...

44, The representative of Australia was unable tc accept this proposal. He pointed
out that the ccnsultations envisaged in paragraph 5 of the draft decision could
involve a review of such matters as the level of preferential duties, ete. in so

far as these rclated to the gquestion of injury to the interests of the contracting
parties seeking consultations. His Government could nct, however, accept an
automatic obligetion to review all these matters whenever a contracting perty made

a request to this effect.

Paragraph &

45. One delegation proposed the addition of a new paragraph after paragraph 6
as follows: ‘

"This Decisicn shall be valid up to 30 June 1969."

46. Some other delcgations supported the establishment of a2 fixed time-limit for
the duration of the waiver without necessarily subscribing te the specific date of
30 June 1969. : .

47. Several delegations prevosed that during the meintenance of the waiver the
CONTRACTING PARTIES should every five years undertake a major examination of the
operation of ‘the waiver in order to evaluate its effects. Some other delegations
suggested that every fifth year the CONTRACTING PARTIES shcould undertake a major
review to evaluate the effects of the waiver., and to consider its cperation,
rctention or revision in the light of this judgment and of the circumstances then
prevailing. There was wide agreement in the Working Party that provision should
be made in the text of the waiver for major reviews with the aim of facilitating
the reconsideration of the waiver. There was zlso wide agrecment that this carried
no necessary implication as regards the duration of the waiver. This cculd not
also effect the right of the CONTRACTING PARTIES to review waivers.
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48. The representative of Australia could not accept a fixed time-limit for the
waiver. A number of representatives of less-developed countries emphasized that
they could expect to benefit from the preferential tariff treatment provided in
the decision only after a period of time and that consequently no time-limit should
be imposed. The representative of Australia had no objection to the CONTRACTING
PARTIES carrying out 2 major review of the operation of the waiver every five
years as proposcd in paragraph 47 above but wished to emphasize that this should
have no implications for the duration of the waiver. Some delegations proposed
that the last sentence of the text of the draft decision should be supplemented
and modaified by the following text:

"The CONTRACTING PARTIES recall that nothing in this cecision would preclude
any contracting party affected from having recourse to Article XXIII of the
General Agrcement or prevent the CONTRACTING PARTIES from reconsidering the
present decision whenever they deem it useful to do so."

49. A number of delegations felt that the text set out above would enable the
CONTRACTING PARTIES %tc medify their dceision as a2 whele, inter-alia, in relation
to solutions which they might acopt subsequently for the general problem of
preferences which was currently before thcm.

50. The representative of Australia pointed out that it was always open to the
CONTRACTING PARTIES, either in the coursc of the annual revicw or otherwise, to
reconsider thc decision. He could not, therefore, sce the need for adding a
provision to the decision along the lines suggested above. Some mcmbers of the
Working Party thought that the voting requirements of the procedures to be followed
for a decision involving the termination or modification of a waiver where no
time-limit was provided in the decision were not clear.
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- . .1
Draft Decision Acceptebls to the Australian Delesation

Having received an application from the Government of Australia for
authority to grant preferential tariff treatment to certain goods of- less-
developed countries and territories in the circumstances therein described when
such goods are the products of industries that have not reached a stage of
development that enables them to compete in the Australian markei with like goods
produced in the more industrialized countries. ’

Having noted the statement by the Government of Australia that the
establiskment of the proposed preferential arrangements is designed as a step by
the Government =f Australia to assist the trade and eccnomic development of
less-developed countries and territories in a manner consistent with Australia's
special economic circumstances and development needs, as. a country depending in
large measure on a relatively small number of primary products and relying on
the tariff as a significant aid for further diversification of its economy and
for the economic development of Papua and New Guinea,

Noting that the basic objectives of the General Agreement on Tariffs and
Trade include the raising of the standards of living and the progressive
development of the ecunomies of all contracting parties and that the
attainment of these objectives is particularly urgent for less-developed
contracting parties,

‘Considering also that the rroposed action is designed by the Government of
Australia to facilitate a2ttainment of these objectives and that this initiative
would provide some evidence of the effect of such action in facilitating these
objectives. .

Nocting the declaration of the Government of Australia that it is its
intention in exercising the authority granted to it, pursueant to this waiver, to
continue to take zccount of the interest of established suppliers to the
Australian market, and ncting further the assurances of the Government of
Australia that it will upon reguest promptiy enter into consultations with any
conntracting pariy to the General Agreement which has a substantial interest as an
exporter to Australia of any product to which this waiver is applicable ané which
considers that serious damage to its interest in that product is caused or
imminently threastened by action under this waiver,

lSee prr.graph 10 of the report.
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Considering further that the Government of Australia has declared its
readiness to keep under review the operation of these arrangements and their
impact on international trade,

Having noted that the proposed zction is not made dependent on reciprocal
concessions by the less-developed countries,

Having noted that the proposed action is not intended by the Government of
Australia to impede the reduction of tariffs on a most-favoured-nation basis,

The CONTRACTING PARTIES, acting pursuant to paragraph 5 of Article XXV of the
General Agreement and in accordance with the procedure adopted by them-on
1 Nevember 19561,

Decide that
1. Subject to the provisions of paragraphs 2 to & of this Decision, the
provisions of paragraph 1 of Article I of the General Agreement shall be waived
to the extent necessary to permit the Government of Australia to accord to goods
specified in Annex I of this Decision the tariff treatment specified therein
when, except as provided in paragraph 3 of this Decisicn, such goods originate
in the countries and territories having the cheracteristics described in
paragraph 4(a2) of Article XVIII, without being required to extend the same tariff
treatment to like goods when imporied from other ccntracting parties.

2. The Government of Australiz mey vary at any time the list of goods, the rates
of Quty and the size of quotas specified in Annex I; provided-that, If it decides
to add to the list of goods, or to reduce the rate gf any duty, or to remove

any quota limitation or to increase the size of any guota, the procedures set

out in paragraph 4 shall be followad.

3. Whenever the Government of Australis considers that any of the-countries
and territories referred to in paragraph 1 a2bove are cble to compete without
the preferential tariff itreztment provided for in this Dceision in the supply
¢f Australia's import requiréments of any of the goods mentioned in fnnex I,
it shall notify the CONTRACTING PARTIES and p%ovided the CONTRACTING PARTIES
do not disapprove, mey apply to imports of such goods from any such country or

%BISD, Fifth Supplement, page 25.
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territory the tariff treatment that. would have been applicable if such country
or territory had not been in the category referred to in paregraph 1 of this
Decision. Should the CONTRACTING.PARTIES.disapprove of any such action
proposed by the Government of Australia, the Government of Australia would be
free to remove the particular geood or goods from Amnex I. The Government of
Australia may subsequently restore in whole or in part to such goods from such
country or territory the preferential treatment provided for in this Decision.

4. After deciding to take any action to which th: procedures of *his paragraph
apply, the Government of Australia shall promptly notify the CONTRACTING PARTIES
of the action which it intends to take and shall consult with any contracting
party which considers that such action threatens substantial injury to its

trade with Australia with a view to arriving at a mutually acceptable settlement.
Should agreement noct dbe reached in such consultation, the question of such
threat mey be considered by the CONTRACTING PARTIES. The Gevernment of fustralia
may take such action if, within thirty days after such notification, no
contracting party has requested consultation or if it were agreed by all
contracting parties requesting consultation or by the CONTRACTING PARTIES, as

the case may be, that no such threat exists. If, however, the CONTRACTING
PLRTIES find that such threat exists, the Govermment of Australia shzll not

teke such action but may take other action which conforms with any recommendations
made by the CONTRACTING PARTIES.

5. Any contracting perty which considers that its trade with Australia in
any product is suffering substantial injury as a resu::S of the action taken by
the Government of Australia under this Decision may reguest consultation with
the Government of Australia. The Government of fustraliz shall conswlt with
such centracting party within thirty days of receiving a written request for
consultation with a view to arriving at a mutually satisfactory settlement.

6. The CONTRACTING PARTIES shall revicw annually the operation of this waiver
in the light of the aforementioned objectives and consideraticns. In connexion
with such revicws the Government of Australia shall report annually to the
CONTRACTING PARTIES on the .action taken by it under this Decision znd shall
provide information regarding imports into Australia from 2ll sources of the
products listed in Amnex I fto this Decision.

The CONTRACTING PARTIES

Declare that nothing in this Decision would preclude any contracting party
affected from having recourse to Article YXIITI of the General lLigreement.
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ANNEX I/ANNEXE I

PROPOSED TARIFF PREFERENCES TO LESS-DEVELOPED COUNTRIES/

PRETFRENCES TARTFATRES PROPASEES AT PAVS PE'1 DEVELOPPES

:

|

Tariff rates/Taux de droit

I te:n/ - A Brief description - Prcl:)osed pre:er~ Pr.'qi?cseq'quota
Position ! Désignaticn des prodults l ential rate for- i limit %0 pref-
tarifaire En " = less developed | -erence for less
: countries/Taux | developed
préférentiel { ccuntries/Contin~-
proposé pour les | gent préférentiel
| pars peu proposé pour les
.. | Géveloppés pays peu développés
i ) s - .
17.0k.1 g Cheﬁin's gum, ete. _ 25% £310,000
17.04%.9) |Confectionery ete./Sucreries, ste. 20% £A50;003
20.04.9) ' '
25.25.1 Portland cement/Ciment Portland ‘Free/Exempt £A25,000
32.01.1 Wattle bark extract/Extrait )
d‘'écocrce de mimosa Free/Sxempt £AL0,000
34.01.1 |Soazp, toilet, fancy or medicated/ 10% £A50,000
Savons de toilette, de fantzisie :
- ou médicinaux
34.01.9 Soap; other/Autres savons 10% £80,000
L0.07 " |Rubber thread, vulcanized/

. 'Fils de cacutchouc vulcanisé Free/Exemot £A100,000
43.02.1 Caif leé.;ther/Cuir de veau Free/Exempt £475,000
41.02.9) _ L
41.03.9) |Other leather/Autres cuirs 10% £A30,000
41.04.9)

41.05.9) !
Ex 42.02.9) Travel and other goods of leather/
ticles de voyage et autres o
15% LA50,00C

i en cuir
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Tariff rates/Taux de droit
i Proposed prefer- ! Proposed gquota

gte:n( . Brief Gescription/ . ential rate for | 1limit to pref-
‘t:rs-:{“:;:e Désignation Ces produits ~less-developed : evence for less-
* " countries/Teux | develcped
| préférentiel i countries/Contin-
' provcsé pour les j gent préférentiel
. bays peu { Dpropesé pour les
! développés , Dbays peu développés
- g ; E —
M . > : o~ { DA

42.04.9) iCther leather menufactures/ ; 15% : £A350,000

k2.05 ) utres ouvrages en cuir '

249 Household utensils of wocd/ ; ‘
Utensiles de méuage en bois Free/Exempt : £410,000

S . e i
5.05.1) |{Floats for fishing nets/ :
45.0%.1) Flotteurs pour filets de péche _'&‘ree/z:em‘z £310,0C0
] !

:5.03.91) |Gaskets and similer joints/ ; ;

45.04.91) Obturateurs et joinits analogues | 27s% £ .1100,000

45.02.9 ) !

45.03.99) iCork manufactures/Ouvrages en i

45.03.99) | 1liége 108 £.5C,000

1'»8.01.1_1§ Machine-made paper (and paper-

8.01.22 board) as per by-laws/Papiers
et cartons febriqués mécanigue - !
ment, selon reglements iFree/Sxempt £ $C0C,000

48.01.3 |Newsprint/Papier journal Free/Exemst £ 52,000,000

50,04%.2 ) .

50.05.2 ) i sa- s s R < o=

;O % o ; Silkx yarns/Fiis de soie Frec/Srempt £525,000

50.07.2 ) i

54.05.91) ! Cotton, linan or ramie fabries :

55.02.26) | of huckaback or honeyccmbo ! 10% : £410,000
weave/Tissus grain d'orge st (excluding THong Xong)/(non compris
tissus gaufrés de coton, iin Fong-¥Xeng)
ou ramie i

i
!
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ten/
Position
tarifaire

PP

Brief description/
Désignation des produits

i Tariff rates/Taux de droit
t

i Proposed prefer-
. ential rate for
!less developed

* countries/Taux

i préférentiel

. proposé pour les
: pays peu
&veloppés

: P
id

Proposed guota
limit to pref-
erence for less-
developed
countries/Contin-
gent préférentiel
proposé pour les
pays peu dévelopnés

57.09.92 )
7.10.929)
57.11.99 )

58.01.1 .)
58.02.1 )
)

58.01.901

53.02.7 )
58.02.011)
58.02.919)
58.01.9G1)
58.01.992)
58.02.991)
58.02.992)
58.02.4

58.0%.93

"Other™ woven febrics of Jjute,
hemp, or cther vegetzble
fibres/TAutres" tissus de
sute, crnanvre ocu auires
fibres végétales

Carpeis, hand-made/Tapis
confectionnds & 1la main

FMoor coverings of cotion/Tzpis
de sol en coton

Carpets znd floor rugs of wool/
Tapis en laine

QOther carpets/Autr:s vapis

Coir matiing/Tepis en coco

Ropes, twines of coir, sisa
New Zealand hemp/Cordages,
Ticelles en ccco, sisal et
chanvre de Nouvelle-Zélande

Other roves, twines, etc./Autres
cocrdages, ficellies, etec.

Fishing and rebbit neis/Filets
pour la péche et pour la chasse
au iapin

eveafe

Free/Exempt

At 1t me s miriaransrar

| Bree/Exempt

fad
‘i
e\

[
!
WP,

P

4
i15%

-
Free/Sxempt

s b ememe

£ 245,000

£.:250,000
£& 5,000
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Tariff rates/Taux de droit

Proposed prefer

Proposed quota

-
Iten/ i : ential rate for limit to pref-
Position Brief description/.
tapifaire Désignation des produits less-developed erence for less-
= gn P countries/Taux developed
préférentiel countries/Contin-
proposé pour les gent préférentiel
pays peu proposé pour les
développés pays peu Géveloppés
62.04.1 Tents and sails/Tentes et voiles 10% £4 10,000
52.05.9 ; Other textile articles/Autres i
. articles textiles 20% ; £ A50,000
(Excluding Hong Kong)/(Non cempris
; Hong -kong)
62.05.61 | Cotten shoe and corset laces/ 15% £4 30,000
Lacets de chaussures et de
corsets, en coiton
7T0.13.011 &ltter knives, cruet sets, sna‘:;ers, Free/Exempt £ a4 5,000
© ete. of cut glass/Conteaux &
*  beurre, huiliers, shakers, etec.,
. en verre taiilé
70.10.91 ); Cther articles of cut glass/Autres| Free/Exempt £ 450,000
70.13.919 ) articles en verre taillé
70.10.99 )A Bottles, decanters, jars, tubes, Free/Exempt A3 00,030
70.13.995 )i ete. of glass/Bouteilles,
i carafes, flacons, tubes,etc.
en verre
70.13.594 ) Stationery/Objets de bureau 15% £ 450,000
82.13.4 )
70.13.999 ) Other glassware/Gutres objets en Free/Exempt £A3100,000
i verre
82.09.21 ) Cocks' and butchers® knives and Free/Exempt £ 210,000
82.10.21 ) btiades therefor/Couteaux de
! cuisine et de boucher et leurs
| lames
82.05.20 ) Other kitchen or teble imives and 275% £ AT5,000
82.10.29 )‘ blades therefor/iutres couteaux
i ce cuisine ¢t de boucher et leurs
! lazxes i

]
i
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‘_Item/
Position
tarifaire

iBrief deécription/
Désignation des produits

= Tariff rates/Taux de droit

‘Proposed prefer-
‘ential rate for
‘less developed
.countries/Taux

préférentiel

;Proposé pour les

‘pays peu
‘dévelopoés

i
¢
{
?
i
!

Proposed quota
limit to pref-
erence for less-
developed -
countries/Contin-
gent préférentiel
proposé pour les
pays peu développés

o

1 W

8&.19.9 )
8%.59.999 )

}
o]

B84.55.1
84.485.1352
%.45.153
8k ": 1)2;
8:.i5.1
8~.-3. ﬂ
g a5,

)

'\MIU P’

o

n)ld
S S S St M e N S o S Su? Nand St Nur? Nad

v o

h)}g h)lD Egl“

VR

8t 15,
8. 45,
84,35,
84.#3-
8L .45,

Pocket knives and “blades therefor/ Free/Exempt

Couteaux de poche et leurs lames

Razors and razor blades,/Rasoirs
et lames de rasoir

Scissors and blades therefor/

Ciseaux et leurs lames

Household washing machines/
Mzcnines 2 laver de ménzge

Washing and dry-cleaning machines
commercial/Machines 2 laver et

pour ie neittoyage & sec, &

usage commercial

Bottiing machines, plastic

processing

machines and

bagging macklnes/Machlnes 2
=xbouteiller, rachines 4 elaoorar

~.on des matidres piastiques et
mzchines 2 cnsacher

Domestic sewing machinc heads/
Tétes pour machines 2

de ménage

Machine tools for working metals
end metallic carbide (spec
machines etc.)/Machines-outils

travail des métaux et

des carbures métall

pour 1le

coudre

iques

(machines dénormées etc.)

2D

ified

5%

205

108

20%

rrnr et o— 28wt s b v s awe -ty o ove ;b sl 8§

Free/Exempt

Free/Exempt

£ & 50,000
£ A150,000
£ 4 50,000
£ 4150,000

£ A 20,000

£ 4100.000

]

A 25,000
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Item/
Position
tarifaire

. r————

e o= ¢ twar e e e oo s

Brief desecription/
Désignation des produits

Progosed prefer-
ential rate for

{ less developed

countries/Taux
préférentiel
proposé pour les
pays peu
développés

Tariff rates/Taux de droit

| Proposed quota

limit to pref-
erence for less-
developed countries/
Contingent
préférentiel
proposé pour les
pays peu développés

PO PP

8h.u5.311)

84.45.321) ..

84.45.322) ;
84.45.323)

84.45.3214)
84.45.331)
84.45.332) |
8%.45.533) |
B4.45.411)
8k.45.412) |
8%.45.421) |
84.45.439) |
84.45.51 ) ;
84.25.52 )
84.45.55 g

8t.45.92 )

84.45.119) ;
8%.45.12 ) |
84.45.139)
84.45.149) !
84.45.15 )
84.45.219)
84.45.229)
84.45.231)
8k.45.230)
84.45.233)
84.45.2354) ;
84.45.319) |
84.45.529) ;
85.45.539) ;
84.45.1419) ;
84.45.429)
84.45.431) ;
84.45.45 i
84.45.59 )
84.45.99 )

.
v

.

Machine tools for working metals
and metallic carbide (specified
machines ete.)/Machines -cutils
pour le travail des métaux et
des carbures métalliques
{machines dénommées, etc.)

Other machine tools for working
metals and metalilic carbide/
Autres machines-outils pour le
travail des métaux et des
carburss métalliguss

25%

Free/Exempt

e s mben e e e .

Pr—

o resrem

£ A 25,000

£ A125,000



- 10 -

" Pariff rates ATaux de droit

Item/ N P sed - o 4 oot
Position Brief description/ r°?°°e preier~ ?ogose ota
tarifaire Désignation des produits ential rate for Limi® to:pref«
less developed erence for less-
" countries/Taux developed coun-
préférentiel tries/Contingent
propcosé pour les | préférentiel -
pays peu § proposé pour les
développés ¢ pays peu
§ développés
'
Sk.47.1 ) | Wood--working machines and Free/Exempt £4 50,000
8t.47.2 ) appliances (specified
84.87.3 ) types)/Machines pour le
Sy a7.4 ) travail du bois et leurs
accessoires (tvpes
dénommés)
84.47.611 ) { Other wood working machines 10% £a 25,000
8L.47.621 ) and appliances (protected
8L.47.631 ) range)/Autres machines
84.47.69 ) pour le travail du bois et
leurs accessoires(protégées)
84.47.612 ) | Other wood-working machines Free/Exempt £4 125,000
8u4.47.622 ) (ron protected range)/Autres
84 . 47.632 ) machines pour le travail du
bois (non protégécs)
85.0€.1 Electric fans, office or house - 15% 1C,000 units/
hold/Ventilateurs électriques, 10,000 unités
pour bureaux ou dc ménage (About £8¢,000)/
(Eaviron £80,000)
92.02.1 )} |Military, band and orchestral Free/Exempt £i 50,000
92.05.1 ) musical instruments/
92.06.2 ) Instruments de musique pour
cliques, fanfares et orchestres
92.02.9 ) | Musical instruments of the lute Free/Exempt £i 100,000
92.09 ) class (including strings)/

o+ e s oo s

Instruments de rusique de 1a
classe du luth (y compris
leurs cordes)
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Tariff rates/Taux de droit

Proposed prefer - i Proposed quota

gtem/. Brief description/ ential rate for limit to pref-
osition P . R o
tarifaire De51gnatlon des produits 1ess~d§veloped erence for less-_
. countries/Taux developed countries/
préférenticl Contingent
proposé pour les préférentiel
pays peu proposé pour les
développés pays peu
développés
92.05.9 ) | Other musical instruments/ Free/Exempt £ 4 50,000
92.06.9 ) | Autres instruments de musique -
92.08.9 )
94.01.12 Wooden chairs/Siéges en bois 15% ; £ A 20,000
H
9i,01.191 ) | Chairs and lounges of wicker, 15% | £ A110,000
94.01.22 ) bamboo and cane, with or (Excluding Hong Xong)/(non compris
without legs/Sidges et Hong-kong)
banquettes en osier, bambou ;
et rotin, avec ou sans pieds
94.01.13 ) | Cther furniture/Autres meubles . 15% £ A100,000
94.01.199 ) | (Excluding Hong Kong)/(Non compris
94.01.29 ) ;' Hong -kong)
94.03.9 )
97.06.1 Cricket bats and balls/Battes | 15% £ A 50,000
et balles de cricket i
97.06.9 Other sporting goods/Autres | 15% £ 150,000
articles de sport §
Various Goods that, in the opinion of
the Minister, are hand made
traditional products of
cottage industries of a |
declared less-~developed
country, the following:/ | Free No quota limit
Diverses Les articles suivants, & |
condition quc de l'avis du !
Ministre il s'agisse de
oroduits traditionnels.
faits main, des industries
artisanales d'un pays Exempt Pas de limite
reconnu pau développé: :
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- Item/
Position
tarifaire

Tariff rates/Taux de droit

Proposed prefer-
ential rate for
less-developed
countries/Taux
préférentiel
proposé pour les
pays peu
développés

Brief description/
Désignation des produits

Proposed quota
limit to pref-
erence for less-
developed countries/
Contingent pré-
férentiel proposé
pour les pays peu
développés

Metalware, enamelléd, mouldéd,“~‘

inlaid, chased, carved, beater

Ouvrages en métaux, émaillés,
moulés, incrustés, ciselés,
gravés ou repousseés;

Pottery, decorated;/Produits
de poterie, décorés;

Woodwork, carved, inlaid;/
Ouvrages en bois, gravés ou
marquetés;

Leatherware, decorated;/
Ouvrages en cuir, décorés;

Stoneware, ivorywarc, shell-
ware, or hornware; carved
inlaid;/Ouvrages en pierre,
en ivoire, en coquillages ou
corne, gravés ou incrustés.

Lacguer ware;/Cuvrages laqués; .

Papier maché ware, decorated;/
Ouvrages en papier m2ché, décoré;

Textiles, other than sheeting of
cotton or principally of cotton,
weighing less than 6 oz. per
squarc yard;/Textiles, autres que
la toile & drap, de coton, ou
orincipalement de coton, pesant
moins de 6 ounces par yard carré

Textiles, of silk or principally
of silk, net printed;/Textiies,
de soie ou principalement de
soie, non imprimés.
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ANNEX iT

‘REQUEST FOR A WAIVER BY AUSTRALIA

The following communication, dated 26 Mey 1965, has been received from the
representative of the Government of Australia.

- e .

I have been requested by the appropriatce authorities in Australic to submit
this formel application to the CONTRACTING PARTIES for o waiver under the terms of
Article XXV:5 of the General Agrcement to cover the introduction by the Australian
Government of preficrential rates of duty on imports of manufactured and semi-
manufactured products produced in less~developed countries.

2. "~ In his statement at the Sceond Special Secssion earlier this year, thc
Australian represcntative reaffirmed the intention of the Australion Government to
contribute appropriately to the solution of the trade problems of the loss-
developed cowntrics. He also stated the Australion Government's intention to,
explore diligently ond sincercly 211 possible ways of doing this. | In dccordance
with these undertokings the Government hos been examining actively the avenucs open
o it to teke positive and practicol action to assist the trade of the less-
developed countrics, consistent with Australiac's ceonomic circumstances and its nced
to use the tariff to fester Australia'’s own development and the development of the
Territory ~f Papun and New Guinec. ) :

The need for tariff proferences

3. To achieve improved living standards, the less-developed countrics have
reguested acticn to help them develop their potentialities for industrial production.
They seek to establish sceondary industrics and to obtain adequate morkets for the
products of thosce industrics. In many cascs, adequatc markets are not aveilable
within the cocuntrics In which the industrics arce established, Morecover, the
establishment of monufacturing industrics creates ncew demands for imporits, both.
directly and through the increaseld purchasing power of the workers cmployed. It
therefore generates increascd requirements of forcign exchange. Even with
optimistic assessments regarding prospective conditions of internaticnal trade in
primary procducts, the exchange rcequirements of the less-developed countries are

not likely to bc satisfied from exports of primary products. A significant
proportion nceds to be derived from the cxport of the products of their monufacturing
industrics.
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4. However the majority of the monufacturing industrics of the less=-developed
cowntrics arc uncble to compete in world markets when first cstablished cr,
indeed, for some considerable time after their establishment. They suffer from
disabilitics arisiag from operating .in cowntries with relatively undeveloped in-
dustrial infra-structurcs and small domestic markets: they often have to contend
with shortage of cxperienced labsur and capital. It is wnrealistic to cexpect
industries operating under such conditions to compete on cqual terms with the
established industries of the maturc industricl countries or to expect that they
will derive major benefits from toriff reductions on a most-favourcd-nation basis.

5.. The dustralien Government has thercfore ccncluded that the trade of less-

evelqped countrics would be afforded real and practical assistance by apvlying
“erential tariff rates to imports. from those countrics which are uncompetitive

- subject to duties at most-favoured-noation rates. It sees such preferential

T -.-I rates as 2 uscful means of helping to offset the disabilitics referrcd to

above, and of putting the industrics concerned in a better position to compete on

the Australion morket. The Government considers that some reloxation of the most-

favoured-nation rule is warranted for this purpose. It considers alsc, however,

that this relaxaticn should be subject to the oversicht of the CONTRACTING PARTIES.

The nroposed nreferential duties

5. As already incicated, fustralia remsards preferential duties in favour of
less-developed countries as being justified in circumstances in which manufacturing
industries in thesc countries are uneble to compete with established suppliers in
the markets of third countries on o basis of most-favoured-nation tariff treatment.
accerdingly, it proposes t2 introducc such preferential duties only where there is
a2 demonstrable need for them. They wauld not be introduced for products in which
less=developed countrics are zlready competitive in internationzal markets or, in
the case of iIndividual products, for imports from narticular less-develcped
countries which are already competitive exporters of those products to world
markets. The preferential duties which it is proposed to introduce will however
apply, without discrimiaation, to all less-developed countries which need such
assistance in respect of the relevont products.

Te The preferential duties would be established at levels below oxisting most-
favoured-nation rates: in other words, most-favoured-nation rates would not be
increased to provide a prefersnce for less-develeoped countrices. However, it is
not ruled out that on occasions when o most-fovoured-nation rate is being
increased for cther reasons (i.e. in acecordance with established fustralian tariff
policy and consistently with fustralia's commitments under the Generzal Agreement)
a preference might be crcated by nct applying the inecrcase in duty to imports from
less~-developed countries.

8. The preferential duties established for imports from less-developed countriecs
would be subject to review from time tc time and to adjustment and eliminction as
the need for preferential teriff treatment disappeared, i.c. as it achieved its
objective of helping industries in less-developed countrics develcep to the point
where they become internaticnally competitive.
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9. Australia wculd, of course, not seck reciprocity from the less-developed
countries,

The interests of third countries

10. In formuloting its proposals for the introduction by it of preferential duties
on imports from less-developcd countries the Australian Gevernment considered that
it should incorporate reascnable safeguards against serious detriment to fustralian
industries and against disruption to trade of existing suppliers to the Australian
market. The features of its propeoscd system which are cutlincd in paragraph 8 above
and the use of preferentizl tariff quotas are designed to provide such safeguards.

11. It is also proposed that the preferential duties would be subject to
consultations with cthzr interestod supplying countries within the context of a
GLTT waiver. These consultations would provide an oppertunity. ©or such countries
to advance their vicws both as resards the introduction of new preferential duties
on particular products and as regards the continuation or otherwisc of a
preferential duty which had already been introduced under the autiority of the
proposed waiver.

The rdle of thc CONTRACTING PARTIES

12. The Australion Government suzgests the inclusion in the waiver of a provision
that it should notify its intention to introduce = new preferential duty in favour
of less-developed countries =nd should consult with contracting parties wishing to
do so hefore the duty is actually introduced. Similarly, it cnvisages a prevision
requiring periolic reports to the CONTRACTING PARTIES. Thesc reports might be
submitied annunlly. They would nrovide oppertunitiecs for the CONTRACTING PARTIES
to consider developments under the waiver,

Scone of the waiver

13. A list of prcferential dutics which the fustralian Government wishes to
intrcduce as soon as possible is attached. However, the Government alsc wishes to
be able to add to this list from time o time as further possibilitics are revealicd
for assisting the trade of less-developed countries by this means. It is thercfore
requested that the waiver cover all monufactured and semi-manufectured products.
This would cnable the Government tc introducc additional preferential duties after
notifying the CONTR.CTING PARTIES =nd providing opportunitics for consulitation by
interested contracting parties as preposed in paragraph 12 cbgve.

The ccuntries to reccive preferences

1k. 1In the abscncc of any internaticnal agreement on the guestion, the Australion
Government wonld welccme the guidonce of the CONTRACTING PIRTIES on the question of
what countrics might appropriately be classified as less-developed for trade purposes
It submits the zattached list for the consideration of the CONTRACTING PARTIES.
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Subject to the qualification that countries which are already competitive experters
of particular products would not receive the benefit of the preferential duties on
those products, and within the limits of the tariff quotos mentioned earlier, the
Government is willing to apply the prefercntial duties introduced.under. the authority
of the waiver to 2ll countries which the CONTRACTING PARTIES consider to be
less-developed.

General comments

15. As z2lready indicated, the Australion Government sees the system of preferenticl
duties outlined in the preceding parcsraphs as a method by which it can give

practical assistance to the trade of less-developed countries in ways appropriate to
Rustralia's economic circumstaonces. - The system reflects both these circumstences

and also certain principles vhich the Government believes should be incorporated

in any general system for giving preferential treatment to imports fraom less-developed
countries. However, because itkreflects {iustralian eccnomic circumstances, the
system contains certain features which may not be considered appropriate to the
circumstances of countries with mature industrial economics or to any generalized
system of preferences for less-developed countries.

16. For this recason, the Australisn Government requests that its application for a
waiver be dealt with promptly and withcut prejudice to the CONTRACTING PARTIES'
consideration of the more general guestion.
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ANNEX B/ANNEXE B

LIST OF COUNTRIES/LISTE DES PAYS

Aden and Protectorates of South
Arabia/et protectorats du Sud
de 1'Arabie

Afghanistan

Algeria/Algérie

Antigua

Argentina/Argentine

Bahamas Islands/Bahamas

Bahrein (Bahrein, Muharraq, Sitra,
Nabisaleh: Protected States)/
Bahrein (Bahrein, Muharraq, Sitra,
Nabisaleh: Etats protéges)

Barbgdos/Barbade

Basutoland/Basoutoland

Bechuanaland/Betchouanaland

Bermuda/Bermudes

Bolivia/Bolivie

Brazil/Brésil

British Guiana/Guyane britannique

British Honduras/Honduras britannique

British Solomon Islends/

Tles Salomon britanniques

British Virgin Islands/

Iles Vierges britannigues

Brunei

Burma/Birmanie

Burundi

Cambodia/Cambodge

Cameroon/Cameroun

Cayman Islands/Iles CaIman

Central African Republic/
République centrafricaine

Ceylon/Ceylan

Chad/Tchad

Chile/Chili

Colombia/Colcmbie

Congo (Brazzavilie)

Congo (Leopoldville)/Congo (Léopoldvillie)

Cook Islands/Tles Cook

Costa Rica

Cuba

Cyprus/Chypre

Dahomey

Dominica/Dominique

Dominican Republic/République dominicaine

Ecuador/Equateur

El Salvador

Ethioria/Ethiopie

Falkland Islands/Falkland

FiJi/Fidji

Gabon

Gambia/Gambie

Ghana

Gibraltar

Gilbert and Ellice Islands/
Iles Gilbert et Ellice

Greece/Greéce

Grenada/Ile Grenade

Guatemala ’

Guinez/Guinée

Haiti/HaTti

Honduras

Hong Kong/Hong-kong

India/Inde - "

Indonesia/Indonésie

Iran

Irag/Irak

Israel/Isragl

Ivory Coast/Cote-d‘Ivoire

Jamaica/Jamaique

Jordan/Jordanie

Kenya

Kuwait/Kowelt

Laos

Lebanon/Iiban

Liberia/Libéria

Libya/Libye

Madagascar

Malawi

Malaysia

Mali

Malta/Malte

Mauritania/Mauritanie

Mauritius/Ile Maurice

Mexico/Mexique

Montserrat

Morocco/Maroc

Netherlands Antilles/Antilles
néerlandaises
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Nepal/Népal -..-Spain/Espagne
New Hebrides/Nouvelles-Hébrides Sudan/Soudan
Nicaragua c= seeom . Surinam. .
Niger . ' Swaziland
Nigeria/Nigéria S Syris/Syrie
Niue Islands/Niue - Tenzania/Tanzanie
Pakistan Theiland/Thallande
Panama o : ‘ The Maldives/Maldives
Paraguay : The Territory of Papua and New. Gulnea/
Peru/Pérou Papua-Nouvelle-Guinée
Philippines . Togo
Pitcairn Island/Pitcairn Tokelau Islands/Iles Tokelau
Portuguese non-European territories/ Tonga {Protected State)/ Tonga (P“otectorat)
territoires non eurcpéens du Portugal Trinidad and Tobage/Trinidad et Tobago
Qatar (Sheikdom of Qatar: Prctected Tristan da Cunha
State)/Katar (Cheiket de Katar: Trucial States (Abu Dhabi, Dubai, Sharjah,
Protectorat) Ajman, Ras Al Khaimah, Umm Al Qaiwan,
Republic of Korea/République de Coréde Fujairah: Protected State)/Cman sous
Republic of Viet-Nam/ régime de traité (Abu Dhabi, Dubai,
République du Vietnam Sharjah, Ajman, Ras Al Khaimzh, .
Rhodesia/Rhoddsie Unm Al Qeiwan, Fujairah: Protectorat)
Rwanda Tunisia/Tunisie
St. Helena and Ascension Islands/ Turkey/Turquie -
Ste-Hélene et Ascension Turks-and Caicos Islands/Iles Turques et
St. Kitts - Nevis - Anguilla CaIques
St. Lucia/Ste-Lucie Uganda/Ouganda
St. Vincent United Arab Republic/République arabe unie
Saudi Arabia/Arabie saoudite Upper Vcolta/Haute-Volta
Senegal/Sénégal Uruguay
Seychelles Venezuela
Sierra Leone Western Samoa/Samoa occidental
Somalia/Somalie Yemen/Yémen
Yugoslavia/Yugoslavie
Zambia/Zambie

lThe United Kingdom representative asked whether it would be correct to assume,
bearing in mind that Australia had withdrawn the benefit of Commonwealth rreference
from Rhodesia, that any waiver given to Australia would remain in suspense in res-
pect of Rhodesian exports until constituticnal goverrmment had been restored in the
territory of that contracting party. The Austrzlian representative sazid that in
view of the resolution of 20 November 1965, of the United Nations Security Council,
this seemed the most appropriate way tc deal with the matter. »

Le représentant du Royaume-Uni a demandé s'il serait exact, considérant que
1'Australie a retiré & la Rhodésie le bénéfice de la préférence du Commonwealth,
de présumer que l'zpplication de toute dérozation accordée par 1'Australie resterait
suspendue en ce qui concerne les exportations rhodésiennes jusgu'd ce qu'une autorité
constitutionnelle socit rétablic sur le territoire de ceite partie contractante. ILe
représentant de 1‘'fustrzlie a déclaré qu'au vi de la résolution du Conséil de
sécurité des Nations Unies en date du 20 novembre 1965 cela semblaii &tre ia
meilleure fagon de régler la guestion.
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ANNEX C

SIS DN TS anATTTma T T AM™m BT TITMTITMITIIA AR AR N ST
HOLE BY Uiy SECSZTARIAT CON MERTIIG OF 2324 U

1. The Working Party, established by the Council to consider the request from the
Government of Australiz for a waiver under tae tcerms of Article XXV:5 of the
General Agreement to cover the introduction by the Australian Government of pre- -
ferential rates of duty on imporits of manufactured and semi-manufactured products
produced in less-developed countries, met on 23-28 June 1965.

2. The discussicns at this first session of the Werking Pardy were preliminary

in nature and were designed o clarify the issues raised by the Australian reguest.
This note provides a record of thie main points raiscd during the meeting.

Ovening statement by the representative of Austraiia

>. The representative of Australiz stated that the Australian request was con-
tained in L/2%435 and Corr.i. This document provided 2 comprehensive statement of
the background against which the reguest had been made and details of the Ausiralian
proposali. He recalled Thal the Ausiralian representative at the Second Special
Session had pointed out the difficuliies caused for 2 country in the position of
Australia by the form of the Articles in the new Part IV of the GATT. Australia
was in the process of indusirial development and could not take commitments mere
appropriate to the circumstances of the highly industria
made selective and flexible use of the tariff to foster
and accordingly was not in a position tc toke 2 blanket commitment 2c¢ross, the whwole
of the tariff. It was a2lso stressad that there was no provision in the CGeneral
Agreement enabling Australia to accord tarifi benefiis to less-developed ccuntries
without giving them in such 2 form that the indusir zed countries would obtain
most of the benefit. Australiz had now accepied the new Part IV of the GATT on the
of Articie XXXVITI would Te appiied to the fullest
stralia’s development needs and policies and
this background that the present zppiication must
N t acecepied the objectives referred to in
the Special Committee on Prefersnces of the UNCGTAD.
2 riputicn, consistent with Australia’s
¥ the problems facing less-

uncerstanding that the previsions
extent possible consistent with Au
responsibilities. It was against
be viewed. The Australien Go
paragraph 17T of the report o

The Australian propesal wa

cwni stage of economic deve
developed countries in the trads fizld,
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4, He went on to point cut that Australia was already a large market for the ex-
ports of less-cdeveloped countries. Almost three quarters cf these goods entered
Australia duty Iree. These imports from less-developed countries were mainly pri-
mary products. It was the conviction of-his Government that if the trade pesitian
of the less-develcped countries was te be improved trey must export increasing
amounts of senii-menuizctured and menufactured goocds. Australia was now propesing

to introduce preferences cn about sixty manufaciured and semi-mamufactured products
of export interest tc less-develcoped countries. These items were taken from the
iist of products submitted to Committee III and the lists notified in connexion with
the Xennedy Round of tariff negotiations by less-developed countries.

De -~ pointed cut that in no case would the mosi-favoured-netion rate be raised
to allow the granting of preferences. In the grest majority of cases the new pre-
ferential rate would be below the existing British proferential rete. In nearly all
cases the new preferential rate represented a tariff reduction of more than 0 per
cent, the working hypothesis of the Kennedy Round. Austraiiz was not seeking reci-
procity from the less-developed couniries.

é. The propcsal contained safegunrds for the troade of existing suppiiers. His
Government a2lsc considered that the rdie of the CONTRACTING PARTIES in onsuring the
satisfactory and eguitadble application of these arrangements was of oritical impor-
tance, .

T Ais to the recipients of the preferences, he szid that his Governmend wished o
extend the preferences withocut discriminaticon to 2il less-developed ccunitries which
needed such assistance in respect of the prcducts concerned. The list of iess-
cdeveioped countries annexed o their reguest was indicative or illustraitive and his
Governmens weuld prefer to zet on an intermeiicnaily agreed iist. The Austraiian
Govermment would therefore welcome the gfuidance of the CONTRACTING PARTIES on this
questicn. ‘

8. In conclusion he szid that the lustralian reguest cconiained = specific proposal
which should te considered separately from the general gquestion of preferences for
less-developed counitries. Uhile the fiustraiian reguest teok the form of an z2ppli-
cation for 2 waiver under Articlz XXV of the Gencrnl Agreemant, it was only 3n 2 very
Secnnical senss thal It could be described as socking 2 release from an cbligation
since the preoposal would coenfer no benefits on Austraiiz.

Discussion

the Australian reguest for z weiver. The representatives of Lrgentinz, Cube,
Czechiosicvakia, India, Nigeria and Turkey said that their delegetions also weiccmed
the Australian initiative, subject to certain reservaticns on poinis dezlt with in
subsequent taragraphs of this note. The represertative of Ceyicn s2id that his
Government was still studying the metiter but he had nc doubt that they weould welcome
the Australizn proposzli. The representatives of Argentine, Denmerk, Canadz, Eurcpean
Hconomic Commmity, Ivory Ccast, Jammica, Japan, Switzerland, Tnited Xinodom and the
United States, feit that a2 thorcough zn2iysis ¢f the Austraiian propesal and ids
possible effects shcould be carried cut; oniy then would their governmenis be abdble
to teke a position cn the rcguest.

G. The representatives of Brazil and Feru said that their delegetions supporied
r
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10. The representative of Jamaica szid that his delegation had doubt as to the
legality of autherizing a departure from the provisions of Article I, an amendment
to which required unanimity, by 2 wailver under Article XXV:5, which could be
granted by a two-thirds mejoriity. The representative of Australia saw no legal
difficulty in this. The question had.been raised in the past and thoroughly
examined. There were many precedents for the use of Article XXV:S in the graniing
of waivers from the provisions of Part I. )

1l. The representative of India sald that in many important respects, particularly
its discriminatory aspects, the Australian scheme differed from the probosal
unanimously -submitted by less-developed countries in UNCEAD for the accordance

by the developed countries of general non-cdiscriminatory preferences in their
favour. He expressed the heove thai such differences would be removed from the
Austraiian scheme.

i2. + was noted that the Australian iniitiative conteined the first concrete
oproposal for the granting of new preferences o the less-developed countries and
the question was raised as to whether this proposal woulé be conmsidered as a
precedent when a general scheme Ifor such preference was under discussicn. The
representatives of Czechoslovakia, Denmark, India, Peru, United Xingdom aud
Yugosiavia emphasized their sudport for a2 Zeneral non-discriminztory system of
preferences. The representatives of Brazil, Indiz and Yugoslavia also felt that
preferences granted by indusitriziized countries should be applied on a linear
basis subject To0 2 limited mumber of excepticns. The representatives of Argentina
and the Ivory Cocast were of the opinion that certain features of the Australian
proposal should not be used as z precedent in any Seneral scheme for new )
oreferences. In answer ¢ 2 qusstion by the ropresentative of Nigeriz as to
whether the Austraiian CGovernment had in mind meking any necessary changes in its
proposal te bring It Inte iine with 2 general scheme of preferences when this

was ocopted, the o) 2 %

could be discuss

X

13. Aasked by the representative of the Buropsan Zconomic Community whether the
present waiver reguest weuld affect the fustralison offer in the Xennedy Round,

the representative of ausiraiiz feli that this was not 2 guestion which fell %o

be dealt with in the present Working Party tut pointed out that the scope or

size of the Australian offer in the Xennody Round would be cirectly related te the
benefits which ifustraiia expected 0 receive. If the resuits of the Kenredy Round
were TO affect the new preforentizl mergin, this guestion could be token up again.

1L, ¥erbers of the Working Party went on 3o address guestiions to the representative

of fustraiia on the various aspecis of the proposal as set out in L/2E43 and Corr.li.

15. It was cmchasized thot only when additicnal statistics were available would

it be possible tc meXe on assessmont of the trade eoffecis of the provosed preferences
cr to Icrm 2 judgment on the counirics most iilely o benefit and on existing
supplicrs most likely to be affectcd. The represenictives of sevoral countries

requested detailed Import statistics showing the counirics, both developed and
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less-developed, at present exporting the itéms Sh which it was proposed to grant

preferences.

supply import figures for the last five years Tor each of these items.

representatives  of ‘India and the United States ask
domestic precduction of the items concerned.

The representative of Nigeria asked the Ausitralian delegation to

The
ed for figures of Australian

The representative of Australia

undertook to supply these figures where availabic and, during subsequent

discussions in the Working Party he z2iso agreed to

provide information on the

correspandence between the tariff items as shown in the Australiasn request, which
were on the Brussels nomenclature, and the items of the old Australian tariff
nomenclaturc. znd on the ad valorem equivalent of specific duties on thesc items.
In reply to a question, he said that there would be no primage duties additional

o the proposed preferential rates on products in the iist when imparted

less-developed countrics.

ion

16. The quest

representative of Argen

noted that reference wac made to the "Falkiand Islands®.

-

res
revised iist should he issued. The representative
designation-"Felkland Isiands®™ had been taken from

of the countries o receive prefercnces was discussed. F
tinz, referring tc the list of couniries annexed to L/2843,

tate once again the position of his Government on this matter but felt

Trom

The

He did not intend to
what
of Justralia said that the
the 1ist of countries and

a

territories to which the GATT was applied contained in the Twelfth Supplement ic

an

the BResic
10 accept

Instruments
an intermnationaliy agreed designaticn of

17. The representatives of Cuba, Ivory Ccast, Gro

d Sclceted Decuments but his Government would be ready

these territories.

ece ond Turkey, informed the

Working Party that, in their opinion, their countr
anrexed 1o the Austrziian reguest. In view of the
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s¢ statements,

es should be added to the list
the regresentative

of Isrzel stressed thet the fustralian iist, as origineliy drawn up, coculd no
longer be considered as aprropriate. He z2iso referred tc the requirements of the
Trocedure a2copied by the CONTRACTING PART on 1 November 1956 concerning waivers

from Part I of the General Agreement.
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18. After discu531on, the Working Party agreed that initially a procedure was
needed to allow countries not included in the list, but. considering themselves to
be less-developed countrles, to state their p051t10ns. The Working Party agreed
"to revert to the substantive -question of the list of countries at a later meeting
and agreed that meanwhile countries considering that they shculd also be included
within the scope of the scheme should be invited to notify this fact to-the
Working Party, through the secretariat, and to the Australian Government. - This
procedure was without prejudice to the way in which thé Working Party would deal
with this metter.’ - The represe;tatlve of Australia said that; while he had no
cbjection to this procedire, he would =xpect the final list of countries to be
settled in the light of discussion ir the Working Party.

18. The represeﬁtatives of some less-developed ccuntries members of the Working
Party emphasized that in their view the Australian propesal should be implemented
in such a way as to benefit less-develcped countries as a whole.  The
representative of Nigeria said that it was the positicn of his Government that any
scheme for new preferences in favour of less-developed countries should take into
account the differing stages of development of these countries and recalled that
this positiorn hagd been made clear in other discussions cn the prexerence issue.

He asked whether the Goverrment of Australis was prepared to amend their proposal
to take this factor into acccunt. The representative of the Ivory Coast also
expressed the view that any proposal for the granting of new preferences must take
into account the differing stages of development of the less-developed countries.
The representative of Cevicn expressed the hope that the list of products should be
so disiributed as o take into account the Interests of all developing countries
in a2 satisfactory and equitable way and said that consideration should be given to
the different stages of development of less-developed countries. He funihor suggested
that at the annual review Australia should give special consideradtion to the case
of those individual less-develcped countries who did not appear to be benefiting
from the preferences. The representatives cf India. Indonesia and Nigeriz
proposed that the Australian Government should consider the possibility of granting
preferences on primary products. The representalive of Nigeria enquired whether
semi-processed products were included in the term "manufactured and semi-manufactured
products” and requested that tropical vegetable oils should be added to.the list

of items on which the preferences would be granted. ther delegations suggested
thet the quotas provided for in the Australian proposal might be administered in
such 2 way as ic Gistribute the benefit of the proposed preferences, the
representative of Pakistzan proposing that quotas should be ailocated between less-
developed countries to ensure the eguitable distributicn of imports, and the
representative of Brazil sugsesting that the particular problem of new exporiers
shoul 1 be met by the creation of supplerzentary quetas for these countries.

20. The representative of Austrelia said that the views expressed would be com-
mmicated tc his Government. He recalled that his Government had never been in
favour of dividing coniracting parties inte only twe groups of countries which
failed to iake account of the different stages of deve?opnent of contracting
parties. He pointed out that, while itney had not tried to introduce special
quotas for "least developed” countries inte their proposal, if, Tor Instaiee, ons
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less-developed country were to take up the whole or the lion's share of a
preferential tariff quota, it would probably be judged competitive and adjustments
would therefore be made. With regard to the products on which preferences would
be granted, he said that the scope of the waiver request had been limited to manu-
factured and semi-manufactured products for the reasons set out in his opening
statement. In general less-developed countries were already efficient suppliers
of primary products. Moreover, the great majority of Australian imports of
primary products from less-developed countries already entered duty free. He
recognized that there could be a problem regarding scari-processed products when
those were being exported in competition with similar products from non-less-
developed countries.

21. A number of guestions were raised on the concept of "competitive need"
referred to in paragraphs 6 and 8 of L/2343. The representative of Brazil
welcomed the non-discriminatory character of the Australian proposal. He thought
that where a less-developed country accounted for a reasonable vercentage of
imports of a particular product in a particular market on a regular basis, it
could be assumed that it was competitive. Tt did not follow from this, however,
that the country was competitive in that market with respect to other products or
that it was competitive with respect to that product in other markets. The
decision whether a country was sufficiently competitive for a preference to be
withdrawn from it should be made after consultation and the preference should be
amended graduzally. As a general rule, the termination of a preference for a
particular product of 2 less-developed country in a particular market should not
affect the maintenance of preferences for the same product of the same country in
other markets, or for other products of the same country in the same market.

22. The representatives of Indiz and Yumoslavia felt that less-developed countries
sheuld not be deprived of the preference on a2 given product when they became
competitive experters of that product. The main aim of preferences should be to
increase the export earnings of less-developed countries; it was the infanit economy
Justification of preferences which was of relevance in this context, ratner than

an adaptation of the infant industry argument. The representatives of beth India
and Yugoslavia said that the concept of ccmpetitive need might lead to discrimi-~
nation and they went on tc urge that *his aspect of the scheme should be withdrawn.

25. The.,representatives of Canada, Switzeriznd, the United Xinadom and the

United States 2lso stressed the importance of clarifying the concepts contained in
paragraphs 6 and 8 of the Australian proposzl. The representative of Canada
asked on what basis had the Australian Government decided that there was a
"demonstrable need® for preferences on the products listed. It was suggested that
it would be exiremely Gifficult to determine objectively when a less-developed
country had beccme a competitive exporter of a given product. + was also pointed
out that the prcposed system for the extension and withdrawal of preferential
treatment would add 2 new element of uncertainty and instability to international
trade.
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24, - The representative of Australia said that the object of his Government's'
proposal was to help less-developed countries to overcome their initial non-
competitiveness in the field of semi-manufactured and manufactured gocds. . They
had not, however, felt it neeessary‘to elaborate a set of criteria to be used in
determining when a less-developed country became competitive on the Australian
market. It had nevertheless been felt reasonable to conclude that, if a less-
developed country supplied a significant percentage of imports of a particular
product , it was competitive, at least as far as that product was concerned. It
was the aim of nis Government to help all less-developed countries. He . peinted
out that in only Tive out of the sixty product groups covered by the Australian
proposal had individual less-developed countries been considered competitive.
In.one of these cases the less-developed country concerned supplied 99.9 per cent
of imports in 1963/64. In the other cases the less-developed countries in
question accounted for a large proportion of imports. '

25. In reply to questions from the representatives of the EEC, Jamaica and
Nizeria on the relationship between the new prefererces and existing preferences
granted to members of the Commonwealth, the representative of Australia.said

that, while his country already granted Commonwealth preferences on certain items
to some less-developed members of the Commonwealth, no less-developed country was
entitled to the British preferential rate on the items enumerated in the Australian
proposal. The representatives of Jamaica and India pointed.cut that where the
British preferential rate already provided for free entry the new preferential

rate would merely place less-developed countries on an equal footing with certain
developed countries.  Furthermore, because the new preferential imports would be
subject to quota restrictions, the less-developed countries would be in 2 less
favourable position than these developed countries as the latter countries'’

exports would not be subject to guota restrictions. The same was true where
less-Geveloped countries had been excluded from the preferential scheme in respect
of certain so-called competitive items. Thus, in addition to the serious draw-
back -of the scheme that it led to discrimination among the less-developed countries,
it also failed to provide equality of treaiment for the less-developed countries
vis-&-vis those developed countries which enjoyed preferences in the Australian
market.

26. Referring to the pericdic review of the preferential duties mentioned in
paragraph 8 of L/2LL43, representatives of some less-developed countries expressed
the hope that this would permit consultations with less-deveéloped countries on

any proposed variations in the list and additions to it on which preferences were
granted and emphasized the importance which they attached to this. The represen-
tative of India also expressed the hope that, in view of the propcsal made by the
Australian Govermment in paragraph 13 of L/2%435 with which he agreed in principle,
the coverage of the Australian scheme would soon be enlarged by the addition of
many more items to the list, inecluding products with social implications, such as
handloom products. The representative of Nigeria suggested that this review might
also permit consuitation on the type of special treatment which might be accorded to
the less-developed of the less-Gevelcped countries. -The representative of
Australia recalled that his Government had requested that the waiver cover 21l
manufactured and semi-manufactured products and said that they were fully prepared
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to discuss with interested less-developed countries the addition of further items
to the list of those on which preferences were granted. It would be open to less-
developed countries to address requests to the Australian Government which would,
however, in considering them have to take intc account the interests of third
countries and all domestic producers. The Government had not at this stage,
however, elaborated proposals as to the mechanism which would be needed to deal
with such cases, .

27. The representative of Japan asked whether the preferences would be granted for
a specific time period and whether the Australian Government would agree to bind
the margin of preference. The representatives of India, Pakistan and Yugoslavia,
referring to the possibility of adjustment ard elimination of preferences mentioned
in paragraph 8 of L/2443, said that preferences should be granted for a fixed
period and an initial period of ten years with provision for further extensions was
suggested in this context. They added that in the absence of any fixed initial
period, the exporters in the less-developed cowntries would be more concerned with
the uncertainty caused by the provision of periodic revisws and would not make <
serious efforts to take the maximum possible advarntage of the scheme. The
representative of Australia said that consideration had been given to the
introduction of a fixed period for the granting of the preferences but that it had
been considered preferable to rely on the flexible use of consultations; if there
was a fixed period this would give rise to pressure to remove the preferences at
the end of it, even though the less-developed countries might, at that stage, still
be subject to competitive disability. - ’

28. Questions were addressed tc the representative of Australia on paragraphs 10
and 11 of I/24435 dezling with the interests of .third countries. It was noted that
the quota limitation on imports 2t the new preferential rate had been introduced
as a safeguard for third suppliers and domestic producers. The representative of
Japan asked whether the Australian Government would agree not to enlarge the quotas
initially proposed. . .The representative of the United States asked how the quotas
had been set and the representative of Nigeria enqguired whether the. level of tne
quotas was in some way related to the level of economic activity in the less-
developed countries.. The representatives of Jamaica and the United States noted
that the quotas on most items were small, especially in relation to the number of
less-developed countries. The representative of Pakistan said that, because of
this, the benefits that could be expected to flow from the proposed preference
would be modest. Figures were quoted to illustrate these points. The
representatives of Jamaica and Nigeria doubted whether the quotas would be large
enough to stimulate the interest of new exporters or to enable less-developed
countries to become competitive. The representative of India felt that the quota
limitation was unnecessary and that safeguard measures should not be introduced
until the need for them arose. Quota limitations as well as the periodic reviews
which had been provided for In the scheme added up to what might be called a
double hindrance to the export promotional efforts of the less-developed countries.
These safeguards were unnecessary, at least in the beginning, because the expected
increase in the imports from the less~developed countries could not be really
disruptive in the foreseeable future. The representative of Pakistan suggested
that the quota limitation might be introduced only after an initial pericd. If
this were not acceptable quotas should be enlarged or a growth provision introduced.
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The representative of Brazil said that one could envisage a later phase in the
application of preferences which would start when the giobal quotas proved
insufficient for all less-developed countries exporting the same products. In
that case, individual quotas might be set up which would take into account the
participation of each country in each quota as regards time, volume of exports and
actual degree of competitiveness. These would provide a safeguard for new
exporters.

29. The representative of Australia said that the quotas had been fixed at a-
level which the Australian authorities felt would te high enough to enable less-
developed countries to secure a foothold on the Australian merket. - While some
quotas might not appear to be very large, they were nevertheless of significance
in relation to the Australian market for imports of the products in question.

The sum of the quotas was more than five times the present level of imports of
those products from the less-developed countries. He took note of the other
suggestions which had been made.

30. The representative of the United States asked what rights interested third
countries would have in the consultations mentioned in paragraph 11 of L/2443,
The representative of Australia said that detailed proposals had not yet been
formulated; at this stage he would not add anything to what was set out in that
paragrarph.

31. Referring to paragraph 13 of L/2443 request on the scope of the waiver, the
representative of Japan noted that an open-ended waiver was being requested to

cover "all manufactured and semi-manufactured products®. He asked what definition -
of this term the Government of Australia would use, The representative of
Australia said that it had not been felt necessary to define this expression which
appeared to have, judging by its use, a generally accepted connotation, and
suggested that a pragmatic approacn might be used.

2. Several specific gquestions were asxked on the way in which the preferences
would be administered, including the way in which licences would be issued. The
representative of Australia said that at the present stage detailed proposals had
not yet been drawn up. He outlined present thinking on certain administrative
aspects of the scheme. In reply to question on rules of origin, he said that
these had not yet been elaborated but would closely follow existing rules developed
in connexion with Commonwealth preference. Their main purpcse would simply be to
prevent developed countries from taking advantage of the preferences by shipping
their goods via less-developed countries.

35. At the present meeting members of thne Working Party had had the opportunity
to obtain additional clarification of points arising from the proposal submitted
by the Government of Australia. The meeting had 2lso afforded the opportunity
for a useful exchange of views. The Working Party agreed to recommend t¢ the
Council that it should hold a further meeting to continue its examination of the
proposal befere it in the near future and suggested that early September night be
a suitable date.
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ANNEX D

NOTE BY THE SECRETARIAT ON MEZETL\C QT SEPTEMBER 1065

1. The Working Party held its second meeting from 13 September to 1 October
1965. It had before it, inter alia, the Australian request for a waiver (L/2443,
Corrigenda 1 and 2 and Addendum 1) and a note on discussions held at its previous
meeting (L/2857). At the present meeting of the Working Party the representa-
tive of Australia first provided further information on his Government's .
‘proposal. Members of the Workinb Party asked for additional clarifications of
various points in the proposal. Finally, the Working Party took up 'the examina-
tlon of the substantive issues raised by the Australian requast. :

Statement by the representative of Australia

2. The representative of Australiz informed the Working Party that on

24 August 1965 two Bills had been introduced into the Australian Parliament
designed to give effect to th'«swemc for preferences. (i’:ze texts of thvse Biils-
and of speeches made by tone Aus tralian Deputy Prime Minister when introducing
these measures are contained in L/24T71.) The first of these Bills set out the
‘proposed scheme for preferences. The second was a comp.ementary measure

dealing mainly with rules of crigin. .

3. The represenﬁative oY Australia emphasized that the introduction of these
Bills should not be considered as in any way prejudging the cutceme of  the
deliberations of the Working Party. The proposed legislation would not become
law until it had been debated and passed by Parliamen’, and, even when enacted

as law, would not come into ¢ffect until a date to tc fixed by proclamation. -
In introducing the Bills the Australian Deputy Prime Minister had recalled that
Austraiia's. application for = waiver was now before the CONTRACTING PARTIES.

In requesting the Parliament ¥> dass the nccessary —egislation he had explained
that the Australian Government wished to be in a pesition to tring the prefercnces
into operation as soon as the vaiver was granted. The reprosentative of
Australia went on to point out that +he decision to introduce the legislation
demonstrated the good faith of iis Govermment in *ezking the necessary steps to
implement its previously announ:cd deecision to establish prceferences in favour

of less~developad countries, ani underlincd its intention to press for the '
waiver necessary to implement ta> schéme. It was also the feeling of his dele-
gation that the Bills themsclves would assist the Working Party tc obtain a better
understanding of the Austroiian Covernment's proposals. In reply to guestions,
the represcentative of Australia said that the cxt of the speeches by the
Australian Depuly Primc Miazistcr which had besa circulated explairned in non--
legal language the conterts of the Bills.
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4, The representative of Australia informed the Working Party that the proposed
legislation incorporated two changes in the list of items on which preferences
wereAto be granted amnexed to L/2443., These modlflcatlons were notified to
contracting parties in L/2443/Corr.l. During the course of .the meeting of the
Working Party the representative of Australia also announced that, in response
to requests which had been made by several less-developed countries (L/2457,
paragraph 26),his Government was prepared, subject to agreement by the Working
Party, to include handicraft products within the scope of the scheme. A list of
these handicraft products is set ocut in L/°44)/Add 1. While the present rates
of duty on these products were generally high, the proposed preferential rate
was free and there would be no qucta limitation to the preference. He explained
that his Government had experienced scne difficulty in seeing any basis of
competitive need in relation to these products since they were, in most cases,
exported only by less-developed countries. His Government, however, recognized
the real benefits which would acerue to less-developed countries from increased
exports of these products and was therefore prepared to make an exception to
their general rule to provide a practical solution to a particular problem.

5. The representative of Australia referred tc requests made during the first
meeting of the Working Party for additional statistical informetion (L/2457,
paragraph 15). Detailed statistics showing the countries from which Australia
at present imports the items on which it proposes to grant preferences had been
supplied for the latest available year (IL/2463) and for a series of years
(1/2463/888.1). L/2L463 also provided details of the correspondence between
tariff items as shown in the Australian request which are in terms of the
Brussels Nomenclature, and the former Australian tariff, and indicated as well
the countries which had notified, either Committee III or the Trade
Negotiations Committee, of their export interest in the items contained in the
Australian request.

6. The representative of Australia recalled that his delegation had also been
requested to supply statistics of domestic production in respect of these items.
His delegation felt that such information was not cf direct relevance to the
matter under discussion but he said that, in the light of the views which had
been restated by other members of the Working Party, such figures as were
available would be circulated (these are contained in I/2463/Add.2). He explained
that complete production statistics were not available largely because these were
not compiled on the same detailed basis as import statistics. Moreover, in the
not infrequent cases where the domestic industry consisted of a few firms, it was
an established rule in Australiz that production figures which were obtained on
a confidential basis could nct be revealed. He estimated, however, that nearly
all of the items on which it was proposed to grant preferences would cover goods
produced in Australia and it could not be said that no domestic sacrifices were
envisaged under the scheme. The benefits to less-developed countries from the
proposals wouid not be gained solely at the expense of other suppliers.

Discussion

T. During its last meelting the Working Pzrty hod been informed

that, while Australis granted Commonwealth preference on certain items

to some less-developed members of the Commonwealth, nc less-developed country was
entitled to the British preferential ratc on the items enumerated in the Australian
proposal (L/2457, paragraph 25). Asked whether thisfact redecteda delibaete policy,
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the representative of Australia said that a few items of little significance in
trade on which certain less-developed members of the Commonwealth were already
entitled to preferences had been excluded from the list since it was thought that
any benefit that might have resulted from the inclusion of these items would have
been disproportionate to the damage that might have been caused to those less~
developed cowntries of the Commonwealth at present enjoying a preference on those
items in the Australian market. ‘

8. Asked about the administration of the preference quotas, the representative of
Australia said that importers who applied for quotas would be allocated a certificate;
they could then be certain that the goods covered by that certificate would be
eligible for the preferential tariff treatment at the time of their importations

into Australia. Precise details of the way in which certificates would be allocated
would be circulated when these were elaborated.

9. In reply to questions, the representative of Australia recalled that the
preliminary thinking of his delegation on the rules of origin %o be used in
connexion with the new preferences had been outlined at the previous meeting of
the Working Party (L/2457, paragraph 32). More detailed provisions were contained
in Section 20A of tre Customs Tariff Bill and Section 151(3) of the Customs Bill
(L/2471, pages 4 and 12). These provisions were summarized in the text of the
Minister's speech which had been circulated (L/2471, page 22). By and large the
rules of origin adopted were not dissimilar in principle from those of the British
preferential system. Their main purpose was to ensure as far as possible that the
benefits of the scheme would accrus to less-developed countries.

10. In reply to questions on the relationship which would exist between the

By-Iaw System and the proposed preferences and whether the operation of this system
would not reduce the actual benefits to less-developed countries from the preferences
which Australia hoped to establish, the representative of Australia explained that
under the By-Law System certain categories of imports of an esscntial nature which
were not available from Australian production could be brought in at rates of duty
below the most-favoured-nation rate. The By-Law System would continue to operate,
in these cases, in parallel to the system of preferences. If less-developed
countries were in a position to supply these essential imports, the By-Law System
could apply to them. In any event, the effect of the By-Law System on the trade

of less-developed countries in the items covcred by the preference scheme would be
negligible.

11. It was recalled that notifications from certain countries not included in the
indicative list attached to the Australian request for a waiver but wishing to be
included within the scope of the scheme had been distributed in accordance with the
procedurcs established at the last meeting of the Working Party (L/2457, paragraph 18).
Some members suggested that it would be useful to have as 2 working document a con-
solidated list comsisting of the cowntries and territories mentioned in the list
amexed to the Australizn request (/2443 and Corr.l) and the countries and terri-
tories appearing in the notifications (L/2464 and Add.1-3) arranged in alphabetical
order. This list was therefore circulated to members of the Working Party in
Spec(65)83. In this connexion some members of the Working Party indicated thet
thought would have to be given to the list of countries and territories to which
the proposed preferences might be extended.
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12. Members of the Working Party further discussed the principle of "competitive
need" for preferences contained in the Australian proposal, to which refercnce

had been made at the last mceting of the Working Party (L/2457, paragraphs 21 to 24).
One member of the Working Party quoted cxamples which he considered showed that this
principle had not been applied consistently, and that the products of interest to
different less-developed countries had been treated quite differently. For example,
imports from one less-developed country were to be excluded from the quotas on four
items (cotton, linen or ramic fabries of huckaback or honeycomb weave; other
textile articles; chairs and lounges of wicker, bamboo and cane; and other
furniture). In thesec cases, the principle would be applied. In two other cases
(coir matting and handmede carpets) cnc less-developed cowntry supplied the bulk of
Australian imports but would not be excluded from the quotas. In these cases, the
principle would not be applied. Finally, there was cne itam (matt-woven fabrics of
jute) in the original scheme, imports of which are obtained almost entirely from one
less-develcoped cowmtry which was to be excluded from the queta. This item was now
being withdrawn from the schemc, thus avoiding the application of the principle of
competitive need entirely. He suggested that it would be nccessary to evolve con-
sistent and rational criteria to cnable countries to predict the way in which the
principle was to be applied; <therwise the Australion system might teke cn a very
.sclective and arbitrary character. He enquired whether the Australian Government had
drawn up such criteria and asked whether the principle cf competitive nced would
apply as betwecen developed countries now benefiting from preferential access to the
Australian market and less-developed countries which would be aceorded preferaences
under the Australian propcsal. Some cther mcmbers of the Uorking Party expressed
apprehension that the operation of the principle could lead to discrimination against
individual countrics.

15. The representative of Australia said that his Government wculd not apply the
principle lightly or capriciously. Principle less-developed suppliers would be
excluded from preferences on particular items only where there were reasons clearly
justifying such action. Thoese recasons were spelled out in the Minister's specch
in introduzing the Bills (see page 17 of L/2471). The first group of products
referred to in paragraph 12 came from two particularly sensitive industries -
textiles and furniture - which had 2 iong history of damaging competiticn from low-
cost imports. In the circumstances it was not possible to cxtend a preference to a
country already competing strongly in the Australian market. Rather than deny 2ll
other less-dcveloped countries the benefit of preferences cn thesc items it was
decided to excludc the country concerned from the preferences proposed.” As for
the other two items - hand-madc carpets and coir matting - there was no history of
demaging competition with Australian production. &ccordingly, it was decided that
the cstablisnment of quotas would be an adequate safeguard to the Australian floor
covering industry. Since imports within these two groups did not compete on

price alone but on the degrec of consumer appeal related to their traditional
national designs, ete., there did not appear sufficient justification

LThq United Kingdom delcgetion pointed cut that they had already drawn
attention to the danger that an exclusion of 2 particular country from preference
in respect of a particular itom could divert tradc from onc source to another
among less—-developed ccuntrics.
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for exclud ding any particular supplier. His Government felt that a pragmatic
approach based on the 'situation of the Australian market was desirable. The use
of a set of rigid criteria would 1nev1tablv result in the creation of anomalies.
.Turnlng to the other points made on this subject, he said that if it would make
the scheme generally acceptable, his Government was prepared. to consider including
in their proposal vrovision for consultations within the GATT to be held before
preferences were withdrawn from any country on any particular item.

14. One member of the Working Party asked how the Australian Government had
selected the items contained in its initial list of products and pointed out that
most items of particular . interest ‘o less-developed countries had been omitted
from the list. The represeqtatlve of Australia said that -the conSLderatlons which
had weighed with the Australian Government were set o t in the speech of the
Deputy Prime Minister which had been circulated (L/2471, pages 16 and 17). n’
this speech it was stated in particular that the products had been selected after
careful examination of the lists of products which the less-developed countries
had themselves nominated ic the GATT ss being of special export interest to then.
Australia's continuing need to be able to use the tariff to protect its indusiries
and to foster its own development which was comparatively recent and still
incomplete had aliso to be borne in mind. This had influenced the list of products
contained in the proposal.

i5. It was recalled that Australia wished to be able to add to this list from
time to time and had therefore requested that a waiver should be granted to cover
2ll manufactured and semi-menufactured products. In reply to questions, the
representative of Australia, referring to his statement on this subject at the
last meeting of the Working Party (L/2457, paragraph 31), said that his delegation
continued to feel that it was not necessary to define tne expression "manufactured
and semi-manufactured products" as the products initially to be the subject of the
preferences were set out in the application for 2 waiver, while any proposed
additions to the list would be notified to contracting parties and would be the
subject of consultations. Asked whether he considered it technically possible to
define the term, the representative of Australie said that, if it were though®
.necessary to 2dopt a definition, ais qelbgatlon would be in favour of saying thht
manufacuured and scmi-manufactured products™ were 211 products other than
arimary products" as defined in Note 2 Lo Section B of Article XVI of the General

Agreement.

16. Some members of the Yorking Parity had expressed disappointment that the list
of products in respect of which the Australian Government wes secking authority
to grant preferenccs could not heve been drawn up to benefit a larger number of
less-developed countries and expressed the hope that further itcems would be added
to the list.. In this connexiocn, they welcomed the announcement by the representa-
tive of Ausi: alla that his Government was preparcd to add handicraft products to
the list. The rcpresentative of Australia confirmed that his Government envisaged
that further products would be added to the list from time to time and emphasized
that after the present scheme was established his Government would be willing to
consider specific proposals for the addition of further items to the list of
products on which the prefercnces were granted.
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- 17. One member of the Working Party referred to twenty-three items on the
Australian list where the proposed prefercntial rete would be at the same level
as the existing British preferential rate yot, in addition, imports from less-
developed countries under the new prefcrential rate would be limited by quota.
He suggested that where this occurrced the quotas should be removed. It was also
the view of his"delegation thaet in grenting prefercnces to less-dcveloped countries
the criterion should be that of the infant economy and not that of the infent
industry. He also suggested that the list of products should be inereased by the
granting of the British proferential rates across the board to less-develeped
countries and that in 2ddition, whenever possible, the new preférential rates
should be set at 2 level below the British preferential rates in order to afford
2 genuine preforence to less-developed countries vis-2-vis developed counbries.

18. The representative of Austrelia said in reply that in 211 but five cases the
proposed new prcfercntial rate was eithor below the Britisk preferential rate or
provided for duty-free entry, the meximum offer that could be made. He emphasized
that the proposed preferential scheme cut across meny of Australia’s long-standing
contractual treaty obligations with traditional trading pariners and that these
lcng-stending commitments cculd not be completely dismentled overnight. The fact
that only five preferential rates, other than duty-free rates, were mainitained at
the level of the British prefercntial tariff indicated that most of these gifficui-
ties had been overcome by Ausiralia in consulitaticn with Commonwealin itracding
partners. Hc recalled that his Government hed explained in its initial request

for a waiver (L/2i435, paragraph 10) thet the quote limitations on the preferential
rates had been designed as 2 safcguard for domestic industry and Atstralia's
existing suppliers; his Government continued to regard this as an cssential
clement of the scheme. Referring to the suggestion that the British preferenticl
rate should be granted to less-developed countries across the board, the representa-
tive of Australia recpeated thai thesc preferences stemmed from contractual obliga-
tions and thet any modification would require further comsultetion. In the case

of 2 number of items the mosit-favourcd-nation rate in fact was the protective rate
and in some cascs was measurad against e less=developed suppiier. Alsc, the
question of competitive nced would kave to be considered for these items. The |
detailed exemination reguired by this proposal which involved some thousands of
items would be extremcly time consuming. In addition it shiould be remembered that
Australia“was currently engaged in a comprehensive tarifif ncgotiation and it would
not be physically possibie to conduct two such operations in parallel. )

-

i1G. Reference was mede to certain features of the Ausitralian proposal which ware
designed to safeguard the intercsits of existing suppliers of the preducts on wnica
preferences were to be granted and in this context ths rdle of the guota limitdtion
an the preferences was noted. Some members suggested that consideration would have
fo be given o the establishment df appropriaste procedures for consultziions betwea
all the parties concerned in réspect of any 2dditions or zmendments to the 1ist of
products: One member zlso enguired as ic the rignts of third cowntries in such
consulteticn 2nd asked whether this consultation would de in the nalture of a’
negotiaticn, in which case the qQuestion of compensation could arise, or whether the
establishment of an arbitration body, which would 2pply agreed principles, might be
envisaged. Some delegntions also felt that the gquestion of ine review of the operz
tion of the system 2nd of the effects of the preferences on irade should de given
careful consideration.
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20. The representative of Australia said that it was the position of his
Government that there should be nc unnecessary or uwndue disruption cof the trade of
existing suppliers and that there must be international control of, and consultations
on, any new preferences that were granted. This would necessitate machinery for
prior consultations on any modifications of the scheme and for review of its
oreration. The Australian prcposal made specific reference to this. Aas to the
rights of contracting parties in the consultaticns, it was the expectatiocn of his
delegation that these wculd be specified in the waiver decision. The Goverament

of Australia would be prepared to accept a consulitation precedure to desl with
specific points of difficuliy arising in respect of a proposed preference and allow
the CCNTRACTING PARTIES authority to take 2 decisicn on these matters and to ke
appropriate recommenéations. The Australian representative said that these points
were illustrated in their draft of a2 vossikhle waiver decision which had been
circulated cn an inforzal basis to members of the Working Party.

fte

21. Scme nmembers of the Werking Party stated that iz their cpinicn the itrade
benefits of the schexme were likely %o be very szall. One member noted that toial
1963-6% imports from less-developed couniries of the items to be included initialiy
amounted to less than ALI =milijon, or less than 2 per cent of total Ausirelian
imports of these items from 2il sources. He noted a2lsc thai imports of these iteus
were, for the most part, obtained from two or three couniries in isia. Moreover,
sore two thirds of present Australian imvorts from less-develcped couniries of the
products under the scheme were in iwo items, handmade carpets and coir matiing.

He pointed cut that there were no significant exporis of these producis by developad
countries and suggested, therefore, that virtualliy 211 the benefits which Austrelia
was seeking to grant less-develcped couniries by the use of preferences cn these
progucts colld be granted by tariff reductions on 2 most-favoured-nation basis. In
this he was supported by certein cther mesbers of the Working Party.

22. His delegstion hrd a2isc exaxmined the propvosed tariff guotas in order io fin

an impression of the potentizal benefits offered by the Australian Pian and referred
in detail tc the five products on which the largest qucias were to be opened. He
pointed cut that some of the prodicis on which Austreliz oroposed to grent oreference
were Dot at present exporied in any aporeciable guentities by less-developed
countries. In some instances the rmargin of preference over most-favoured-naticn
couniries was very sr2li, and in four of the five cases exports of less-develcped
countries would have tc compete on 2 tasis of eguality with supcliers frox develcped
countries already receiving preferences. EHe asked if the dustraiian GovernTent
expected the guotas to be cpened on these oroducts ic de Tilled.

o
pRSAR

sidered small in relaticn to the Austrelian merket. e was prepared to accest the
Judgezment of the beneficiaries of the scheme, the less-developed countries, with
respect to the benefils to be expecied. The proposel was designed to bring about
an increase in the exports of the less-develcped countries and it wes therefore
cuite unreaiistic to draw ccnciusions from the present level of irade.
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He emphasized that the quotas provided for a five-Icld increase in trade. As
teo wkich less-develcoped countries were axpected tc benefit from the preferences
cn items nct at present imported by Australiz from these countries, he inted
cut that the details circulated in L/2463, Annex IT indiceted that a large
number of thesc countries were interested in items on the Australian list.
Enguiries zbout the scheme had already been reccived from Austraiisn imporiters.
It was nci, however, 1o be expectsd that every less-developed country would
press for, and expect e receive, ‘a shere of the trade under every queia
and he omphasized that the proposal should be examined as a whole rather
than niccemezi. Even in a completely generalized scheme, it would inevitably
be foungd that different degrees of benefit would accrue on particular oroducts
o individual beneficiaries. If one less-cdevelcoped country were to take the
major part of any gquoiz it might be coneluded thav that country wes competitive
and that it did nov *herefcre need a2 grefersnce on that item. IT, on the
other hand, guotas were nst £illed his Government would expect that the iess-
doveloped countries would wish $o nominzte cther products for inclusicn in
in the scheme. In answer 1o the suggestion that assistance io less-developed
couniries, in respect of ceriain producis where their trade wes now significant,
could be betier grasisd by reducticons in the dutlies on mosi-favoured-naticn
vesis, the representative of Australiz emphasized that the preference scheme,
as put forward, had been acceptsd by dusiralize domestic manufaciurers on the
guarded by the guotas estabiished. The preference
cn Tloor coverings was cffered Qesnite the exisience of a large dustralian
floer covering incdusTry. L+ woulag not be practicable, a2t this stage, to

o~

reduce or Temove the mesi-favoured-nation duties con these goods.

24, Host less-developed couniries represented on the Working Party, while

-~ D,

i ating their suppert for 2 general non-disceriminatory scheme for preferences
and their feeling ithat the Austrelian schems cculd e improved on in cerizin

respects, indicated their governments' intenticn tc suppert the fustraiian
recuest. They recalied their eariier expressicn of support for the Ausiraiian
initiative at ths July meeiing of the Working Party. Severzl cf these
represeniatives posinted cut that the trade tenefits coffered by the.scheme had

<o be viewed in relaticon tu the continued need of ss-Cevelored couniries
their export sarnings untii
underlined the significance cf

by a Geveloped cowvniyy
untries, 2 stepr which, it was
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noped, wo.ld be followad by the presentation of proposals by cther develcped
cocuntries for ire granting of general non-discriminatory prefercnces o ail
less-develicoped couniries This did not mean that in all aspects the Australian

-~

scheme should be accepted as a prececdent.

25. The member of the Working Pariy whose views zre set cut in paragreph 17
~3id thet his delezation supperted o generaiized scheme for preferences by
21} developed counitries o 2il ie o ioped ccunitries; 1if cne couniry
were itc intrcduce & scheme for preferences independently the scheme should
hzve 2 wide coverage and should benefit 21l less-dueveloped couniries. He
sa2id that unless it werc modified now his delegation would not de able to suprors
the Austraiian proposal.
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26. Other members of the Working Party stressed the importance which they attached
to the questicn of precedent precisely because they were concerned that acceptance
of the Australian proposal might be considered to constitute a precedent in the
context of discussions or a goneral scheme c¢f preferences. It would be unfortunate,
for instance, if a general scheme of preferences discriminated between less-
developed countries. Some members of the Working Party recalled that, when
presenting its request for a walver, the Australian Government nad emphasized that
certain aspects of its mroposal were 2 product of Ausiraiia's individual economic
circumstances and might not, therefore; be considered apuropriate to the
circumstances of other countries or to any generalized system of preferences. It
was suggested that, if this were so. the fears which had been expressed on the
question of prescedent would be groundless. One member of the Working Pariy stated,
however, that the relevance of the Australian claim that special circumstances
prevailed in its case remzined to be establishecd. In reply to a question, the
representative of Ausitrulia stoted that the position of his Government on this
matter remained unchznged and that the propeszl was not intended to be 2 precedent
for other schemes of preferences. Certain basic principles contained in the
proposal were, however, essentizl tc any scheme. These were that reciprocity
should not bte cxpected from the less-developed countries, that oreferences if
established should not unduly disrupt the trade of third countries and that there
nust be internatiocnal control of, and consultations on, preferences.

7. Sore members of the Working Party emphasized their attachment o the most-
favoured-nation principle and stated that in their opinicn the maintenance of this
orinciple to the extent nossible was in the interest of the economically weaker
countries. Certain members zlsc emphzsized that the beneriis to be gairned from any
scheme for preferencces should at least compensate for the disadvantages and dangers
of a2 departure from the most-favoured-nation clause as embodied in the GATT. Any
such scheme should, for ex=mple, lead to the creation of zdditionzl trade rather
than to trade divession. Certzin members of the Working Party stated that the
examipation of the Australizan proposzal which had baen carried ocut thus far had not
convinced them that such a departure would be justified in the present case. In
this comnexion it was suggested that the overall cffect of greferences on world
trade should be studied andé piccemezl decisions shouvlid be avoided. Some members of
the Working Party wers of the opinion that 2 vause for reflection would be useful

e,

to enable goveramenis to assess the fil implications of the Australisn proposal.

28. The cember of the Working Party whose views are set cut in paragraphs 13 axnd
25 expressed great surprise ot the views contained in paragraph 27 bearing in mind
the fact that some of the members expressing those views were members of a2 free

trade arez which dispensced preferences awongst themselves vis-a-vis third countries.
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290. The Working Farty agreed that the material supplied by the Australian
delegation had aided contracting parties to assess the scheme in some detail. It
was also agreed that the discussions which had taken place last July snd at the
present meeting had enabled the Working Farty to pass from the fact-finding stage
to consideration of the substantive issues raised by the Austr: _an request and of
consideration of how the Working Party could best arrive at = concensus on the
action it could recommend to the CONTRACTING PARTIES in respect of the Australian
request. The Working Party agreed that time should now be given for reflection by
governments on the issues involved; it therefore agread to hold its next meeting
during the month of November, the exact Gate of this meeting to be fixed by the
Chairman in consultation with the delegations principally concerned and with the
secretariat.



