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1. Anti-dumping practices

- Committee on Anti-DumvingPractices (C/M/129)

At its meeting on 6 November 1978 the Council considered the tenth
annual report by the Committee on Anti-Dumping Practices relating to the
period October 1977 to October 1978 (L/4711). The Committee had had two
meetings in which it examined the anti--duiming practices in various
countries. Particular attention had been given to two United States cases
one relating to imports of steel and one concerning imports of television
receivers from Japan. The Committee had also examined the anti-dumping
legislation of some of its members. It had given particular attention to
the new schemes introduced in some countries for imports of steel products,
especially the trigger price mechanism of the United States and the basic
price system of the European Communities. The Committee had continued its
discussion on the problems arising under the Anti--Dumping Code and initiated
an examination of eight priority issues identified by the Committee.

The representative of Egypt pointed out that the Anti-Dumping Code had
only been accepted by a limited number of contracting parties. The special
problems of developing countries in accepting -.he Code had been examined
by a working party some years ago, but it had not been possible to arrive at
a solution. He expressed the hope that in the framework of the Multilateral
negotiations a solution which would facilitate the adherence of developing
countries to the Code could be worked out.

The Council took note of the statement and adopted the report.

2. Adjustment of specific duties (C/M/124,125, 126)

At the meeting of the Council on 14 March 1978 the representative of
Israel raised a matter concerning the adjustment of specific duties bound
in the Israeli Schedule, in view of the reduction in value of the Israeli
currency under its present floating exchange rate system. He stated that
the present value of the Israeli pound. as determined by the exchange
market, was approximately I£ 16.00 per US$1.00. which represented a
depreciation since the latest adjustment of specific duties in 1975.
exceeding by far the 20 per cent limit laid down in Article II.6(a). Israel,
therefore, asked that this matter be considered in accordance with the
principles of Article II:6(a). He stressed that he was aware of the fact
that this request touched on a matter of principle since the par value system
which existed when Article II;6(a) was drafted, was no longer applied and
floating exchange rate systems had become the rule. His delegation, there-
fore, would have no objection if the decision of the Council on the request
were delayed, in order to afford the CONTRACTING PARTIES the opportunity, if
they should so wish, to review the provisions of Article II:6(a) and consult
as to their appropriate application in the present circumstances.
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A number of representatives agreed that difficult and delicate
problems were involved, which required further reflexion.

At its meeting on 17 May 1978, the Council established a working party
to examine the modalities for the application of Article II:6(a) in the
current monetary situation and to consult with the International Monetary
Fund on this matter under the provisions of Article XV:2.

The Working Party is proceeding with its work.

3. Balance-of-payments import restrictions

-Consultations of balance-of-payments import restrictions

(a) Arrangements for consultations in 1978 (C/M/124)

Arrangements for consultations on balance-of-payments import restric-
tions in 1978 were presented to the Council on 14 March 1978.

The Council took note of the arrangements.

(b) Consultation with Finland (C/M/127)

In May 1978 the Committee on Balance-of--Payments Restrictions carried
out a consultation with Finland under the provisions of paragraph 4(b) of
Article XII. The report (BOP/R/102) was presented to the Council at its
meeting on 24 July 1978. The Committee had welcomed the improvement in
Finland's balance-of-payments position and had recommended that Finland
should initiate the process of relaxation of its import restrictions in
parallel with the strengthening of its external position. Finland was also
invited to relax further the Cash Payments Scheme in view of its possible
trade effects.

The Council adopted the report.

(c) Consultation with Israel (C/M/127)

In May 1978 the Committee on Balance-of-Payments Restrictions carried
out a consultation with Israel. The report (BOP/R/101) was presented to
the Council at its meeting on 24 July 1978. The Committee had congratulated
Israel on its measures taken in October 1977 which had allowed an unprece-
dented degree of trade liberalization. However: the Committee noted that
Israel's large trade deficit. the level of foreign reserves and the size of
the foreign debt were factors of uncertainty for the future.

The Council adopted the report.
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(a) Consultation with Pakistan (C/M/124)

In January 1978 the Committee on Balance-of-Payments Restrictions held
a consultation with Pakistan under Article XVIII:12(b). The report on this
consultation (BOP/R/98) was presented to the Council at its meeting on
14 March 1978. The consultation had afforded the Committee not only a clear
view of Pakistan's balance-of-payments difficulties and trade measures in
force. but also of the role of external factors on Pakistan."s-economy. The
Committee had recognized that such factors as the international economic
recession, difficult access to markets and restraints applied in these markets
had affected Pakistan' s export performance and, therefore, its balance of payments.

The representative of Pakistan emphasized that the extent to which
restrictions maintained against exports of Pakistan by its principal trading
partners would be relaxed, in response to the conclusions drawn by the
Committee, would be a measure of the seriousness with which these countries
accepted their obligations as contracting parties. He also commented more
generally, on the terms of reference and Procedures of the Committee. He
stated, in particular, that the consultations should provide a comprehensive
review of the problems and difficulties faced by the contracting party and
the manner in which the trade partners could help it in overcoming these
difficulties. He also referred to an imbalance in the present procedures
in that the balance-of-payments consultations related generally to the trade
policies of developing countries, while there were no comparable procedures
for periodic reviews of measures adopted, mostly by developed countries
under Article XIX.

Many delegations associated themselves with these considerations. Some
representatives also expressed the view that the normal procedure for
consultations with developing countries should be the "simplified procedure".
Other delegations felt that consultations under the "simplified procedure"
were an exception to the provisions of Article XVIII.:12(b) and were
primarily intended for countries in the early stages of development which
lacked the machinery to prepare adequately for regular consultations.

The Council adopted the report.

(e) Consultation with Portugal (C/M/124)
The Committee on Balance-of-Payments Restrictions carried out a

consultation with Portugal in January 1978, daring which it also examined
modifications in the Portuguese import surcharges introduced in May 1975
(see item 5(c) hereafter). The report (BOP/R/96) was presented to the
Council on 14 March 1978.

The Council adopted the report.
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(f) Consultation with Turkey (C/M/124)

In January 1978 the Committee on Balance-of-Payments Restrictions
carried out a consultation with Turkey under Article XVIII:12(b). The
Committee also examined Turkey's request for an extension of the Turkish
stamp duty waiver (see item 10(d) hereafter), The report (BOP/R/99) was
presented to the Council at its meeting on 14 March 1978. The Committee had
recognized that further steps to liberalize the import regime of Turkey
could only be undertaken after the present imbalance in the payments
situation had been reduced.

The Council adopted the report.

(g) Examinations under simplified procedures (C/M/124, 127)

- Argentina. Brazil, Chile, Greece. India

At its meetings in January and May 1978, the Committee on Balance-of-
Payments Restrictions examined written statements supplied by a number of
developing countries under the simplified procedures.

At its meeting on 14 March 1978, the Council considered the report on
the examination of the statements supplied by Argentina. Chile and India
(BOP/R/97). The Committee recommended that Argentina and Chile should be
deemed to have consulted with the CNTRACTING PARTIES and to have fulfilled
their obligations under Article XVIII:12(b) for 1977. In the case of India
a full consultation would be held in the autumn of 1978.

The representatives of Argentina and Chile said that their countries
no longer applied trade restrictions for balance-of-payments reasons and
were therefore no longer required to carry out consultations.

The representative of India said that India's acceptance of the
decision of the Committee for a full consultation was without prejudice to
its position that the simplified consultations were the appropriate
procedure for developing countries by virtue of their special situation.

The Council adopted the report (BOP/R/97) and noted that a full
consultation would be held with India under the applicable procedures. The
Council agreed that Argentina and Chile should be deemed to have fulfilled
their obligations under Article XVIII:12(b) for 1977. The Council also
took note of the fact that Argentina and Chile were exempted from consulta-
tions under Article XVIII:12(b).

At its meeting on 24 July 1978 the Council considered the report on
the examination of the statements supplied by Brazil and Greece (BOP/R/100).
The Council agreed that Greece should be deemed to have consulted -with the
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CONTRACTING PARTIES and to have fulfilled its obligations under
Article XVIII:12(b). The Council noted that a full consultation would be
held with Brazil under the applicable procedures and adopted the report
(BOP/R/100).

4. Consultative Group of Eighteen (C/M/130)

At the meeting of the Council on 14 November 1978, the Director-General:
Chairman of the Consultative Group of Eighteen. presented a report on the
Group's activities in 1978 (L/4715). The report had been prepared on his
own responsibility. He mentioned that the Group had held three meetings and
had discussed at each meeting recent developments in commercial policies and
international trade, focussing in particular on protectionism, its causes
and the remedies against it. The Group had also commented on the first
issue of the GATT Survey of Developments in Commercial Policy. The Group had
concluded its discussion on trade measures taken for balance-of-payments
purposes, which had focussed on the consultation procedures for developing
countries. The Group had also examined the question of definitive applica-
tion of the General Agreement without reaching a consensus on this matter.
At its meetings in June and October the main subject had been the GATT after
the MTN.The Group had had a wide-ranging exchange of views, of a preliminary
nature, on issues that could require priority Attention in the coming years
and had recognized the increasing complexity of the international economic
system in which no problem could be solved without regard to the wide.;
implications. It had considered that it w.s. essential for GATT-to have a
forum in which the basic principles of commercial policy could be discussed
and noted that the role of the Consultative Group should be assessed in that
perspective.

Thhe Couincil took note of the report.
5. Emergency action and trade restrictive measures

(a) Secretariat study on Article XIX (C/M/124, 125, 126, 127)

At the meeting of the Council on 14 March 1978, the representative of
Korea referred to a notification by the EEC (L/4613) invoking Article XIX
for the imposition of unilateral discriminatory import restrictions on
certain television sets exported from Korea to the United Kingdom.

A large number of representatives spoke on the matter and expressed the
opinion that Article XIX did not provide for the discriminatory application
of measures to limit potentially disruptive imports. Some delegations
considered that the only latitude permitted to contracting parties in this
regard was that permitted under Part IV in favour of developing countries.

Other representatives expressed the view that the action under dis-
cussion and the modalities of its implementation could not be considered
to contradict the provisions of Article XIX. It was also stated that the
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interpretation of Article XIX had frequently been subject to discussions,
reflecting the fact that the text of that Article was not clear in some
respects.

Since doubts had been raised about the interpretation of Article XIX
some representatives requested that the secretariat prepare a study on the
way Article XIX had been applied up to the present. In view of divergent
views expressed as to the contents of the study, the Council agreed to
revert to this matter at a later meeting.

The Council considered this matter further at its meetings on 17 May
and 6 June 1978. The Council agreed to request the preparation by the
secretariat of a descriptive study on the provisions of Article XIX since
1947 and its application to date. The study should describe the various
discussions in GATT and the different opinions expressed concerning the
provisions of the Article and describe not only the formal modalities of
the action taken, but likewise the modalities for its practical application.

At the meeting of the Council on 24 July 1978, several representatives
expressed their appreciation for the study on the application of Article XIX
contained in document L/4679.

The Council took note of the statements.

(b) EEC - Imports into the United Kingdom of television sets
from Korea (C/M/124)

At the meeting of the Council on 14 March 1978, the representative of
Korea referred to a notification by the EEC (L/4613) invoking Article XIX
for the imposition of unilateral discriminatory import restrictions on
certain television sets exported from Korea to the United Kingdom. He
explained that Korea's exports of these television sets to the United Kingdom
had amounted to only 2,100 units in 1976, but due to the big demand. there
had been indications that these exports could increase substantially in
1977. The British Government had however, requested Korea, in June 1977
to voluntarily restrain its exports. When no agreement could be reached in
these bilateral consultations, due to divergent views., the British
Government had unilaterally imposed restrictions in July 1977. limiting
imports of television sets from Korea to 35,000 units per year during 1977
and 1978. The EEC had notified the CONTRACTING PARTIES of the action taken
only in December 1977. He urged the EEC to repeal the measure and to seek
a mutually agreeable solution through bilateral consultations.

A number of delegations expressed views as to the discriminatory
application of Article XIX (see item 5(a)).

The representative of the European Communities pointed out that Korea
had not held bilateral consultations with the Community since the
notification had been circulated.
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The Chairman suggested that further consultations might be carried out
between the parties with a view to reaching a satisfactory conclusion.

The Council agreed to revert to this matter at a later meeting if
necessary.

(c) Portugal - Import surcharges and import deposit (C/M/124, 128)

In January 1978 the Committee on Balance-of-Payments Restrictions
carried out a consultation with Portugal during which it also examined
modifications in the Portuguese import surcharges introduced in May 1975.
The report (BOP/R/96) was presented to the Council on 14 March 1978. The
Committee had welcomed the termination of the import deposit scheme on
31 December 1977 and invited Portugal to replace the import surcharges
with internal fiscal measures, or to phase them out as the balance-of-
payments situation permitted.

The Council adopted the report.

At the meeting of the Council on 18 October 1978 the representative of
Portugal referred to the surcharges which were at the level of 60 per cent
or 30 per cent depending on the list of products subject to the surcharges.
He informed the Council that the surcharge of 30 per cent had been reduced
as of 1 October 1978 and that the phasing out of this surcharge was
contemplated.

The Council took note of the information.

(d) Spain - Imports of pulp (C/M/126, 127, 128)

At the meeting of the Council on 6 June 1978, the representative of
Sweden, speaking on behalf of Finland, Norway and Sweden, stated that since
April 1978, Spain had withheld the issuance of licenses for imports of
bleached sulphate pulp. This measure had been superseded thereafter by a
restriction limiting imports of pulp to 12,000 tons per month which
amounted to a reduction of about 40 per cent in the present level of imports.
The three Nordic countries regarded these measures as serious and asked for
the justification of the measures. The representative of the United States
also expressed concern at these measures.

The representative of Spain confirmed that there had existed difficulties
with regard to imports of wood pulp due to a large increase of these
imports. He stated that the situation had become normal again and imports
of pulp were not subject to any type of quantitative restriction.

The Council took note of the statements and agreed to revert to this
matter at its next meeting.
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At the meeting of the Council on 24 July 1978, the representative of
Spain explained the difficult situation in the pulp sector which had
resulted from increased imports at extremely low prices. He mentioned
that imports of pulp over the first five months of 1978 had amounted to
over 126,000 tons, as compared with total imports last year of 133,000 tons.
He stressed again that no official measures had been taken by his
authorities in respect of imports of pulp, but he confirmed that paper
manufacturers and pulp producers had agreed on a private arrangement with
the objective of limiting imports in the hope of normalizing the market.
His authorities had no intention of introducing quota restrictions. His
delegation was ready to enter into consultations with interested
delegations on this matter.

The representative of Sweden, sneaking on behalf of the Nordic
countries, said that the unofficial quotas on imports of pulp constituted
a real obstacle to trade. He considered that such measures should have
been notified to GATT. He mentioned that if the situation could not be
clarified the Nordic delegations might request consultations with Spain
under Article XXII.

The representatives of Canada and the United States also expressed
concern at any action to limit imports of pulp into Spain.

The Council agreed to keep the matter on the agenda of its next
meeting.

At its meeting on 18 October 1978 the Council was informed by the
representative of Spain that prices in the pulp market had come back to a
normal level and that the private agreement between producers and importers
of pulp was no longer operative. The representative of Sweden welcomed
this situation and considered that there was no need to retain the item on
the agenda of the Council.

The Council noted that there was no need to retain the item on its agenda.

(e) United States

(i) Suspension of customs liquidation regarding certain
Japanese consumer electronic products (C/M/124)

At its meeting on 14 March 1978, the Council was informed by the
representative of the United States that the Supreme Court had agreed to
consider the appeal in which it was changed that the Japanese practice of
rebating commodity taxes constituted a subsidy under United States law.
The SuDreme Court would render a decision before the end of the summer.

The Council took note of the statement.

In July 1978 the United States delegation informed the contracting
parties that the Supreme Court had found that Japan did not confer a
"bounty or grant" within the meaning of the United States countervailing,
duty legislation by failing to impose a commodity tax on exports, while
imposing the tax on products sold in Japan (L/4693).
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(ii) Proposed action on copper (C/M/128, 129)

At the meeting of the Council on 18 October 1978 the representative
of Chile referred to a United States communication concerning proposed
United States action under Article XIX on imports of copper. He expressed
concern that the proposed introduction of quantitative restrictions might
lead to the creation of surpluses of copper on the world market with, as
a consequence, a further decrease in prices. He stated that developing
countries depending on exports of copper would be particularly affected
and expressed the hope that the United States Government would not take
import restrictive action.

A number of other representatives of copper-exporting countries
shared the concern of the representative of Chile and expressed the hope
that no decision would be taken on this matter which would adversely
affect United States copper imports.

The representative of the United States stated that no decision had
as yet been taken in this regard and that his authorities would give due
consideration to the views of the copper-exporting countries in this
respect.

At its meeting on 6 November 1978 the Council was informed by the
representative of the United States that the President had determined that
the provision of import relief in this regard would not be in the national
economic interest of the United States (L/4699/Add.l).

6. Recourse to Article XXIII

(a) Canada - Withdrawal of tariff concessions (C/M/125, 126, 127, 128)

At a meeting of the Council in November 1976, the EEC had raised a
matter concerning the withdrawal by Canada of certain tariff concessions
in accordance with Article XMXIII:3, subsequent on the renegotiations by
the EEC of certain concessions on lead and zinc in the EEC schedule. The
EEC had sought recourse to the provisions of Article XXIII:2 and the
Council had referred the matter to a panel for examination.

The report of the panel (L/4636) was presented to the Council at its
meeting on 17 May 1978. The panel had considered that the basic issue
involved was how specific rates of duty should in a correct and reasonable
way be converted into ad valorem rates. Related to this was the question
of the base period to be used for the conversion. The panel had noted that
the objective of the EEC had been to arrive at new ad valorem rates of duty
that were the fair and reasonable equivalents of the bound specific duties:,
and that the Community had had no intention of increasing the margin of
protection. In the light of this the panel had held that the ad valorem
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equivalents of the Community offer should have been based on global trade
statistics for the most recent three-year period for which statistics were
available. This would have resulted in a rate for zinc lower than the rate
implemented by the Community. The panel had, therefore, concluded that the
ad valorem rate of duty on zinc implemented by the Community had implied an
impairment of Canada's GATT rights and that Canada was entitled to proceed
to a withdrawal of concessions. However, the panel had found that the
extent of the Canadian retaliation had exceeded the actual damage suffered,
considering that account should have been taken of the rebinding of the
Community duty and that the withdrawals should have been based on the
difference between the ad valorem equivalent of the specific duty, cal-
culated on imports from Canada only, and the new ad valorem rate. Finally,
account should also have been taken of the fact that the duty on lead had
been fixed by the Community at a level lower than the incidence in respect
of imports from Canada. In the interest of maintaining the highest
possible level of concessions the panel had concluded that the withdrawn
Canadian tariff bindings should be re-established as soon as the Community
proceeded either to decrease its duty on zinc or to make tariff concessions
on other products of export interest to Canada of an equivalent value.

The representative of the European Communities, while not opposing the
adoption of the report, put on record certain points on different aspects
of the report, which in his view led to paradoxical conclusions which might
lead to results other than those intended.

The representative of Canada stated that it was Canada's objective
to arrive at a mutually agreed rate of duty on zinc and Canada was ready
to consider any reasonable offer based on the panel's report.

The Council adopted the report.

At the meeting of the Council on 6 June 1978, the representative of
the Community said that the Community would accept compensatory withdrawals
from Canada on a bilateral basis, rather than conclude an agreement based
on the global incidence, which would be less advantageous to the Community.
As far as the Community was concerned the renegotiation was now over and it
was for Canada to adjust its compensatory withdrawals in accordance with
the conclusions reached by the panel As there had appearedto be a
difference of opinion with Canada on this matter he requested the Council
to give a ruling on the interpretatopm of the report.

The representative of Canada was of the view that the report, in the
interest of maintaining the highest possible general level of concessions,
called for concessions withdrawn by canada to be restored, as soon as the
Community either had levered the tariff on zinc or hadmade concessions
on other products of export interest to Canada of an equivalent value.
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He felt that the suggestion made by the Community that it was up to Canada
to restore the balance by adjusting the level of withdrawal of concessions
would not give effect to the recommendation of the panel or to the objectives
of Article XXVIII.

The Council agreed that the two parties should make a renewed attempt
to consider the matter further bilaterally in order to arrive at an
understanding.

At the meeting of the Council on 24 July the representatives of the
European Communities and Canada presented again their views on the matter
and it was pointed out that no bilateral consultations had taken place on
this question between the two delegations since the last meeting of the
Council.

A number of representatives were of the opinion that the Council
should refrain from discussing the issue until further bilateral discus-
sions had taken place.

The Council agreed to revert to this matter at its next meeting.

At its meeting on 18 October 1978 the Council was requested by the
two parties not to pursue the matter at that meeting.

(b) EEC

(i) Measures on animal feed proteins (C/M/124)

At the meeting of the Council in July 1976, the United States had
referreda complaint to the CONTRACTING PARTIES under the provisions of
Article XXIII:2 regarding certain EEC measures affecting animal feed
proteins. The report of the panel established to examine the complaint
was presented to the Council at its meeting on 14 March 1978 (L/4599).

The representative of the European Communities stated that the panel
had disagreed with his delegation on the question relating to the con-
formity of the measure under consideration with some provisions of
Article III. He pointed out that the measure had been in force for only
six months in 1976.

The Council noted that the measure in question had been terminated
and adopted the retort.
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(ii) Minimum import prices for processed fruits and vegetables
(C/M/124, 128)

At its meeting in July 1976, the Council had established a panel
following a recourse to Article XXTII:2 by the United States relating to
the EEC programme of minimum import prices for certain processed fruits and
vegetables.

The Council was informed on 14 March 1978 of the new composition of
the panel.

The report of the panel was presented to the Council at its meeting on
18 October 1978. Although not all of the panel's conclusions had been
adopted unanimously, the panel had been unanimous in its final conclusions
with regard to nullification and impairment of benefits accruing to the
United States.

The representative of the European Communities pointed out that the
panel had to a large extent recognized the merits of the Community argu-
ments. He stated that where this had not been the case the Community had
since then, for internal reasons, abolished the measure. He placed on
record certain reservations which the Community had in respect of some of
the conclusions of the panel.

The Council adopted the report.

(iii) Refunds on exports of malted barley (C/M/125)

At the meeting of the Council on 17 May 1978, the representative of
Chile referred again to the question of refunds granted by the EEC on its
malted barley exports. These refunds seriously affected the traditional
malted barley exports from Chile to its markets in Latin America. He
informed the Council that on the recommendation of the Council in
November 1977, bilateral consultations had been held, but it had not been
possible to arrive at a mutually satisfactory solution. His Government had
therefore decided to proceed on the basis of the conciliation procedure
relating to disputes between developed and developing countries.

The Council took note that the matter was now referred by Chile to the
Director-General under the Decision of 5 April 1966, so that, acting in an
ex officio capacity, the Director-General would use his good offices with a
view to facilitating a solution.

(iv) Refunds on exports of sugar

- Recourse by Australia (C/M/128, 129, 130)

At the meeting of the Council on 18 October 1978 the representative of
Australia sought recourse to the provisions of Article XXIII:2 on the
question of refunds paid by the EEC on exports of sugar.
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The representative of the European Communities raised a procedural
matter. He pointed out that, although the Community had had discussions
with Australia on this matter, it had not had formal consultations with
explicit reference to Article XXIII:1. The Community considered it
essential that the formal procedures be followed and his delegation was in
a position to have these consultations promptly.

The representative of Australia said that the EEC was subsidizing its
exports of sugar and had increased its exports to such an extent that it
had gained more than an equitable share of the world sugar market. He illus-
trated his statement by figures which showed the increase in refund payments
by the Community, both in total amount and amount per unit, and which showed
the increase in Community exports in total volume and as a proportion of the
free market. He indicated that Australia had conducted bilateral consulta-
tions with the Community for almost a year on agricultural products,
including sugar, which had been fruitless, and he was of the opinion that
the consultations requirements as a prerequisite for the setting up of a
panel had thereby been met. Australia therefore requested the Council to
consider this matter urgently and to establish a panel for this purpose.

A large number of delegations supported the request by Australia. A
number of delegations expressed their grave concern about the effects of the
EEC measures, in particular for developing exporting countries.

The European Communities and Australia agreed to have immediate consul-
tations under the appropriate GATT procedures. If no satisfactory
adjustment of the matter was effected between the parties the Council would
convene again to investigate the matter under Article XXIII:2.

At its meeting on 6 November 1978 the Council was informed that consul-
tations under Article XXIII:l had been held between the two parties concerned.
These consultations had not led to a solution of the existing difficulties.

The Council agreed to establish a panel to examine and report upon the
issues relating to EEC sugar export practices referred to the CONTRACTING
PARTIES by Australia in document L/4701. The Council also authorized its
Chairman to appoint the chairman and members of the panel in consultation
with the parties concerned.

At its meeting on 14 November 1978 the Council was informed of the
composition of the panel.

The representative of the European Communities stated that in view of
the complicated nature of the questions involved it would have been preferable
to have a panel of five members. However, in view of the difficulty for dele-
gations to make someone available to serve on a panel in the present
situation of the MTN, the Community had consented to a panel consisting of
three members.

The Council took note of the composition of the panel and of the
statement made.
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(v) Refunds on exports of sugar

- Recourse by Brazil (C/M1/130)

At the meeting of the Council on 14 November 1978 the representative
of Brazil recalled his delegation's statement at the meeting of the Council
on 18 October, in connexion with the Australian complaint regarding the EEC
refunds on exports of sugar (C/M/128). He had stated at that meeting that
the EEC export subsidies on sugar had had particularly damaging effects for
the more efficient producers in developing countries. He had pointed out
that in 1978 the maximum level of these subsidies represented more than
twice the international price of sugar and that the Community had used the
subsidies to obtain a substantial and growing share in the world market in
a period of large accumulations of stocks and falling prices. He had also
pointed out that since January 1978 exporting countries members of the
International Sugar Agreement had been subject to strict export quotas and
that the EEC, by not submitting itself to export disciplines, had obtained
a more than equitable share of the world sugar market.

The representative of Brazil stated that since that meeting of the
Council his delegation had had consultations with the EEC under the pro-
visions of Article XIII:1, which had not led to an agreement. Brazil
therefore referred this matter to the CONTRACTING PARTIES under the pro-
visions of Article XXIII:2 in document L/4722 and requested the Council to
establish a panel to examine the matter.

The representative of the European Communities stated that he had only
just been informed of the fact that Brazil had referred this matter to the
Council and he considered that some more time should be allowed for his
authorities to examine the matter.

The Council agreed that the discussion on this matter would be reflected
in the report of the Council to the CONTRACTING PARTIES so as to enable the
CONTRACTING PARTIES to consider this matter at their thirty-fourth session.

(c) Japan

(i) Restraints on imports of leather (C/M/127, 128)

At the meeting of the Council on 24 July 1978, the representative of
the United States referred to Japanese quota restrictions on imports of
leather. These restrictions had been maintained in effect even though
since 1963 they were no longer justified for balance-of-Dayments reasons.
Furthermore, administrative obstacles made it impossible for American
exporters to fill even the small quotas made available. The United States
considered that these import restrictions constituted a nullification or
impairment of benefits accruing to the United States. As consultations
under Article XXIII:l had not led to any results his delegation sought
recourse to the provisions of Article XXIII:2.
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The representative of Japan said that his Government was under a legal
obligation to encourage the leather industry which made it politically
impossible to expand or abolish the quota on leather imports. He therefore
asked the Council tc leave this matter to bilateral consultations for the
time being.

The representative of the United States agreed that bilateral
consultations should continue, but asked the Council to proceed with the
setting up of a panel if the bilateral consultations had not succeeded
after a definite period of time.

The Council requested the United States and Japan to pursue heir
bilateral consultations under Article XXIII:l for a further period and
agreed that. if these consultations did not lead to a mutually satisfactory
solution, an appropriate procedure for consideration of the United States
complaint under Article XXIII:2 would be the establishment of a panel. The
Council authorized its Chairman to take the necessary steps for the
establishment of a panel with appropriate terms of reference, if the matter
had not been settled satisfactorily on the proposed bilateral basis by
20 September 1978.

At the meeting of the Council on 18 October 1978 the representative of
the United States informed the Council that the bilateral consultations had
not led to a satisfactory outcome of the matter. He expressed the hope
that the panel could be established scon.

The Chairman confirmed that action towards the formal establishment of
the panel was proceeding.

(ii) measures on imports of thrown silk (C/M/125)

In July 1977 the United States had raised in the Council the question
of measures taken by Japan on imports of thrown silk. The United States
had sought recourse to Article XXIII and the Council had referred the
matter to a panel for examination.

The report of the panel was presented to the Council at its meeting on
17 May 1978 (L/4637). Following an attempt by the panel to bring about --

compromise between the two parties concerned. the panel had been informed
in February 1978 that bilateral consultations had been brought to a
successful conclusion, and that the United States was satisfied with the
way in which the Government of Japan would implement the prior permission
system on thrown silk yarn imports. The panel had, therefore. limited
itself to stating the facts of the case and to pointing out that a
compromise had been reached.

The Council adopted the report.
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(d) Norway - Restrictions on imports of textiles from Hong Kong
(C/M/1125, 126, 127)

At the meeting of the Council on 17 May 1978, the representative of the
United Kingdom, speaking for Hong Kong; said that up to 31 December 1977
Hong Kong had restrained its exports of certain textile products to Norway
in accordance with the terms of a bilateral agreement under the MFA. In
December 19772 during bilateral consultations for a new agreement from
1 January 1978, Norway had proposed on average a 40 per cent redaction in
Hong Kong's textile exports to Norway. As no agreement could be reached
Norway had unilaterally introduced import controls which for Hong Long
represented on average a 40 per cent reduction. Further consultations under
Article XXII.1 had not led to a solution. As Hong Kong was of the opinion
that the measure introduced by Norway was a selective one, it had decided to
seek recourse in this matter to the provisions of Article XXIII:2.

The representative of Norway pointed out that imports of textiles from
countries with low-cost production had increased from NKr 210 million in
1973 to NKr 481 million in 1976, which had caused serious injury to the
Norwegian textile industry. This had made it necessary to negotiate
bilateral agreements with exporting countries. These negotiations had not
led to an agreement with Hong Kong, but the delegations had not ruled out
the possibility of further consultations in the course of the year.

The Council agreed to refer the matter for early consideration at its
next meeting.

At the meeting of the Council on 6 June 1978, the representative of the
United Kingdom. speaking for Hong Kong, said that Norway, in not having
recourse to either the rules of the MFA or the provisions of the GATT, had
acted in violation of the principles of the GATT. The justification given,
that the imports were low-cost imports, was in his view inconsistent with
the GATT provisions. His delegation had therefore requested the setting up
of a panel to investigate this matter and to give a ruling on the Norwegian
measures.

The representative of Norway said that Norway had. been able to settle
its textile trade problems in bilateral negotiations with all exporting
countries except Hong Kong. His authorities believed that Norway and
Hong Kong were still in a negotiating process and he regretted that
Hong Kong had come to the conclusion that there existed no basis for further
negotiations.

The Council requested Norway and the United Kingdom, on behalf of
Hong Kong, to pursue their bilateral consultations under Article XXIII:1
for a further period. The Council agreed that if these consultations did
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not lead to a mutually satisfactory solution, an appropriate procedure for
the consideration of the Hong Kong complaint under Article XXIII:2 would be
the establishment of a panel. The Council authorized its Chairman to take
the necessary steps for the establishment of a panel if the matter had not
been settled satisfactorily on the proposed bilateral basis by 30 June 1978.

At the meeting of the Council on 24 July 1978, the representative of
the United Kingdom, speaking on behalf of Hong Kong, said that further
consultations had not led to a solution. He had noted, however, that Norway
had invoked Article XIX on a global basis in respect of the textiles in
question, which had changed the basis for Hong Kong's complaint. Hong Kong
therefore, might decide to seek consultations with Norway under Article XIX.

The Council agreed that no further steps for the establishment of a
panel should be taken. It was however open to either party to raise the
matter again at a later meeting of the Council.

At its meeting on I8 October 1978 the Council was informed by the
representative of the United Kingdom, speaking on behalf of Hong Kong, that
Hong Kong had had consultations with Norway under Article XIX:2. These
consultations had been inconclusive and Hong Kong had asked for information
on imports from all sources. The representative of Norway said that Norway
was consulting with a great number of countries on this matter. He
reported that details on the modalities of the Norwegian action would be
available shortly.

The Council took note of the statements made.

(e) Tax legislation (C/M/124)

(i) United States tax legislation (DISC)

(ii) Income tax practices maintained by France

(iii) Income tax practices maintained by Belgium

(iv) Income tax practices maintained by the Netherlands.

In July 1973, the Council had established four panels following the
recourse to Article XXIII:2 by the European Communities with regard to
United States tax legislation (DISC) and by the United States with regard
to tax practices maintained by France, Belgium and the Netherlands. The
panels had presented their reports to the Council in November 1976. The
Council had noted the reports and had discussed the matter at several
meetings in the course of 1977. In November 1977, because of the deadlock
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in the proceedings, the representative of the European Communities had
proposed that the Chairman of the Council should be requested, with the
advice of persons competent in the field of the General Agreement, to
formulate an opinion on the concept of "export activities" in terms of the
General Agreement.

At the meeting of the Council on 14 March 1978, the representative of
the European Communities again referred to this proposal. The
representative of the United States drew attention to the fact that since
the last meeting of the Council, the United States President had formally
proposed to Congress the phased elimination of the DISC programme. He also
mentioned that his authorities had made proposals relating to a possible
way of dealing with the questions of the tax practices of France, Belgium
and the Netherlands in the Council and he expressed the hope that these
proposals would lead to a constructive solution.

The Council agreed that the matters be referred to a future meeting.

7. Export inflation insurance schemes (C/M/124. 125, 126)

In July 1976, the Council had established a working party to examine
certain export inflation insurance schemes from the point of view of their
effects on international commerce. The report of the working party was
adopted by the Council at its meeting in November 1977. In the light of
the unsatisfactory results of the working party the representative of
Canada proposed at that meeting that this matter should be pursued further
by setting up an independent panel of experts to provide a finding on the
compatibility of these schemes with the General Agreement.

The Council continued its discussion on the Canadian proposal and on
the terms of reference for a panel at its meetings of 14 March, 17 May and
6 June 1978. At its meeting on 6 June, the Council agreed to establish a
panel to examine whether and under what conditions export inflation
insurance schemes were export subsidies within the meaning of Article XVI:4.
The Council authorized its Chairman to nominate the Chairman and the two
members of the panel in consultation with the delegations principally
concerned.

At its meeting on 18 October 1978 the Council was informed of the
composition of the panel.

8. Customs unions and free-trade areas, regional agreements

(a) Anglo-Irish free-trade area (C/M/124)

At the meeting of the Council on 14 March 1978, the representative of
the United Kingdom presented a report, under the regular biennial
reporting procedures, on developments under the Anglo-Irish Free-Trade
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Area Agreement. He stated that the report covered the final two years of
progress towards the full accession of both parties to the European
Communities, after which the material provisions of the Agreement had
lapsed (L/4619).

The Council took note of the report and of the statement that the
material provisions of the Anglo-Irish Free-Trade Agreement had lapsed.

(b) ASEAN Agreement (C/M/127)

In November 1977, the Council had established a working party for the
examination of the provisions of the ASEAN Agreement and had authorized
the Chair to nominate the chairman of the working party in consultation
with the principally interested delegations.

At its meeting on 24 July 1978, the Council was informed of the
appointment of the chairman of the working party.

The working party is expected to begin its work shortly.

(c) Bangkok Agreement (C/M/124)

In November 1976, the Council had established a working party for the
examination of the Bangkok Agreement.

The report of the working party was presented to the Council on
14 March 1978 (L/4635). The working party had addressed itself to a number
of issues including the implications of the Agreement for third countries
and its relationship with other preferential arrangements, the questions
of further accessions, non-tariff measures, rules of origin and balance-of-
payments action. The working party proposed that a decision should be
adopted to enable the participating contracting parties to implement the
agreement.

The Chairman noted that decisions relating to these types of agreements
had in the past been adopted by the CONTRACTING PARTIES by consensus and
that there was a consensus in the Council, which was composed of at least
one half of the contracting parties, to adopt the decision proposed by the
working party. The Decision had, therefore, been adopted by the
CONTRACTING PARTIES (L/4653).

The Council adopted the report.
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(d) European Communities

(i) Agreements with Egypt. Syria, Jordan and Lebanon (C/M/125)

In July 1977 the Council had established four working parties to
examine the provisions of the Agreements concluded between the European
Communities and Egypt, Syria, Jordan and Lebanon.

The reports of the four working parties were presented to the Council
at its meeting on 17 May 1978 (L/4660-L/4663). The parties to the
Agreements and several members of the working parties were of the opinion
that the Agreements were entirely consistent with the objectives and
provisions of the GATT taken as a whole. Other members of the working
parties had expressed doubts that the Agreements were entirely compatible
with the GATT.

The Council adopted the four reports.

(ii) Agreement with Cprus (C/M/127)

At its meeting on 24 July 1978, the Council considered the report
submitted, in accordance with the calendar of biennial reports on develop-
ments under regional agreements, by the parties to the Agreement concluded
between the European Economic Community and Cyprus (L/4685).

The Council took note of the report.

(iii) Agreement with Malta (C/M/127)

At its meeting on 21 July 1978 the Council considered the report
submitted, in accordance with the calendar of biennial reports on develop-
ments under regional agreements, by the parties to the Agreement concluded
between the European Economic Community and Malta (L/4686).

The Council took note of the report.

(iv) Agreement with Spain (C/M/128)

At its meeting on 18 October 1978 the Council considered the report
submitted, in accordance with the calendar of biennial reports on develop-
ments under regional agreements, by the parties to the Agreement concluded
between the European Economic Community and Spain (L/4695).

The Council took note of the report.
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(e) Agreements concluded with Finland

(i) Finland-Czechoslovakia Agreement (C/M1125)

At the meeting of the Council on 17 May 1978, the Council considered
the report submitted, in accordance with the calendar of biennial reports
on developments under regional agreementsS by the parties to the Agreement
between Finland and Czechoslovakia (L/4664).

The Council took note of the report.

(ii) Finland-Poland Agreement (C/MI/125)

At the meeting of the Council on 17 May 1978, the representative of
Poland introduced the Agreement between Finland and Poland on the reci-
procal removal of obstacles to trade (L/4652). The Agreement, which had
entered into force on 1 April 1978, was to provide fair conditions of
competition on the markets of the Contracting Parties to the Agreement and
to promote a dynamic and harmonious development of trade and economic
relations between the two countries. The Agreement provided for the
progressive removal of customs duties and the elimination of quantitative
restrictions and of measures having an equivalent effect.

The Council agreed to refer the examination of the provisions of the
Agreement to a working party established for this purpose.

(f) Calendar of biennial reports (C/M/130)

At its meeting on 14 November 1978 the Council established a calendar
for the period April 1979-October 1980, fixing dates by which contracting
parties members of a regional agreement would be invited to submit a
biennial report on developments under the agreement concerned.

9. Trade arrangements between Egrpt, India and Yugoslavia (C/11/124)

The Decision of 20 February 1970, as amended by the CONTRACTING
PARTIES on 13 November 1973, enabled the Governments of Egynt, India and
Yugoslavia, which participate in the Trade Expansion and Economic
Co-operation Agreement, to continue to implement the Agreement, subject to
certain specific conditions and procedures.

At its meeting on 14 March 1978 the Council considered a notification
on behalf of the three participating States of their intention to extend
the Agreement for another five years and their request for an extension of
the Decision (L/4644). The representative of India, speaking on behalf of
the three delegations concerned, stated that the Agreement was trade
creative in its conception, though in actual practice its trade creative
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effects had been modest. It was now felt that progress could also be made
in the fields of industrial, technical and scientific co-operation, which
could lead to a possible increase in the trade covered under the Agreement.
He expressed the belief that the trade interests of other contracting
parties had not been adversely affected by the Agreement. The Agreement
was furthermore open for accession by other developing countries.

The representative of the United States expressed the view that the
Agreement contributed to the deterioration of the rights of other
contracting parties under Article I, while providing little positive benefit
to its members. His delegation could therefore, not support a further
extension of the Decision.

The Council approved the text of a draft decision. The Chairman noted
that decisions relating to this Agreement had in the past been adopted by
the CONTRACTING PARTIES by consensus. He noted that there were more than
one half of the contracting parties represented at the Council meeting and
that there was a consensus in the Council composed of more than one half of
the contracting parties to adopt a decision allowing for further continua-
tion in force of the Agreement. The decision had therefore been adopted by
the CONTRACTING PARTIES (L/4654).

10. Waivers under Article XXV:5

(a) Brazil - Renegotiation of Schedule (C/M/124)

Under the Decision of 26 November 1975, as extended by the Decision of
31 March 1977, the Government of Brazil had been authorized to retain in
effect the new rates in its customs tariff, which were at a level higher
than provided for in its schedule, pending the carrying out and conclusion
of appropriate renegotiations. The waiver was due to expire on
31 March 1978.

At its meeting on 14 March 1978 the Council considered a request by
Brazil for an extension of the waiver by one year (L/4629).

The Council approved the text of a draft decision extending the waiver
until 31 March 1979 and recommended its adoption by the CONTRACTING PARTIES
by postal ballot.

The Decision -was adopted on 17 April 1978 (L/4656).

(b) India - Auxiliary duty of customs (C/M/125)

By Decision of 15 November 1973, as extended by the Decision of
31 August 1977, the CONTRACTING PARTIES had waived until 31 March 1978 the
application of the provisions of paragraph 1 Article II to the extent
necessary to enable the Government of India to apply the temporary auxiliary
duty of customs on items included in the Indian schedule.
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At its meeting on 17 May 1978, the Council considered a request by
India for an extension of the waiver until 31 March 1979 (L/4655).

The representative of India explained the special circumstances which
had compelled his Government to continue to apply the auxiliary duty as a
means to provide resources for essential development needs. He expressed
his delegation's willingness to consult with any contracting party whlch
considered that serious damage was caused or threatened to its trade
interests.

The Council approved the text of a draft decision, extending the waiver
until 31 March 1979 and recommended its adoption by the CONTRACTING PARTIES
by postal ballot.

The Decision was adopted on 28 June 1978 (L/4681).

(c) Indonesia - Renegotiation of schedule (C/M/130)

Under their Decision of 22 November 1976 the CONTRACTING PARTIES
suspended the application of the provisions of Article II of the General
Agreement to the extent necessary to enable the Government of Indonesia to
maintain in force the rates of duty in its new customs tariff, introduced
on 1 February 1973, which exceeded the bound rates, pending the completion
of the necessary renegotiations. The time period was extended until
31 December 1978 by the CONTRACTING PARTIES by their Decision of
29 November 1977.

At its meeting on 14 November 1978 the Council considered a request by
the Government of Indonesia for a further extension of the time-limit by
another year. The representative of Indonesia explained that his delegation
had held consultations with most of Indonesia's major trading partners, but
that more comprehensive requests were still to be received especially from
those contracting parties who had initially negotiated Schedule XXl and
those who regarded themselves as having a principal or substantial export
interest in their trade with Indonesia. As it appeared that full agreement
with all interested parties would not be reached before the end of the year
his delegation requested a further extension of the time-limit for the
completion of the renegotiations.

The Council approved the text of a draft decision, extending the time-
limit in the waiver until 31 December 1979, and recommended that the draft
decision (reproduced in Annex I) be adopted by the CONTRACTING PARTIES by
means of a ballot taken at their thirty-fourth session.
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(d) Turkey - Stamp duty (C/M/124)

In January 1978, the Committee on Balance-of-Payments Restrictions
examined the Turkish request for an extension of the Turkish stamp duty
waiver. The examination took place in the context of its consultation with
Turkey under Article XVIII:12(b). The report (BOP/R/99) was presented to
the Council at its meeting on 14 March 1978.

The Committee had noted that the stamp duty was a fiscal measure
levied for revenue purposes. Since the stamp duty could only be replaced
by a comprehensive fiscal reform the Committee had recommended an extension
and a modification of the waiver for the application of the stamp duty.

The Council adopted the report and approved the text of a draft
decision extending the waiver until 31 December 1979. The Council
recommended the adoption of the decision by the CONTRACTING PARTIES.

The Decision was adopted by postal ballot on 17 April 1978 (L/4657).

(e) Uruguay - Import surcharge (C/M/125, 126)

Under their Decision of 24 October 1972, as extended until 30 June 1978,
the CONTRACTING PARTIES had waived the provisions of Article II of the
General Agreement to the extent necessary to allow the Government of Uruguay
to maintain certain import surcharges in excess of bound duties.

At the meeting of the Council on 17 May 1978, the representative of
Uruguay recalled that questions of extension of the waiver had traditionally
been referred to the Committee on Balance-of-Payments Restrictions. His
delegation was at present in the process of consulting as to how Uruguay's
foreign trade policy could best be accommodated in the light of the results
of the trade negotiations. He indicated that while these negotiations were
being pursued he would asl at the next meeting of the Council for an
extension of the waiver.
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At its meeting on 6 June 1978 the Council considered Uruguay's request
for an extension of the waiver (L/4672).

The Council approved the text of a draft decision extending the waiver
until 31 December 1978 and recommended its adoption by the CONTRACTING
PARTIES by postal ballot.

The Decision was adopted on 18 July 1978 (L/4688).

11. Reports under waivers

United States - Agricultural Adjustment Act (C/M/124)

At its meeting on 14 March 1978 the Council considered the twentieth
annual report by the United States on action taken under the Decision of
5 March 1955 (L/4600).

The representative of New Zealand referred to the recent major
increases in support prices for dairy products and considered that the use
of the waiver to protect these high prices from the realities of the
international market was difficult to reconcile with the support expressed
by the United States for the liberalization of agricultural trade. He
noted that the various measures taken by the United States to balance
supply and demand had not succeeded and urged therefore the United States
to consider the termination of the waiver.

The representative of Australia urged the United States to undertake
a review promptly as provided in the waiver, to determine whether there
had been a change in circumstances requiring the modification or
termination of the restrictions. He stressed that any modification made
by the United States to its import system in dairy products in the
framework of the MTN should not be considered a concession for which
payment should be made. These views were also shared by other
representatives.

The representative of the United States pointed out that the original
number of commodity groups under restriction had been reduced from eleven
to three. He stated that the United States was looking forward to
liberalized trade in dairy products as a result of the MIT.

The Council took note of the report.
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12. Renegotiations under Article XXVIII

(a) Procedures for negotiations under Article XXVTII (C/M/127, 128)

At its meeting on 24 July 1978 the Council considered a note by the
Director-General giving procedural guidelines for renegotiations uader
Article XXVIII. These guidelines had been revised and up-dated in -he
light of experience and following suggestions from and consultations with
a number of delegations (L/4651).

The representative of Canada suggested a number of minor modifications
for consideration.

The Council agreed that the suggestions made should be zrcfccted in a
revised version of the text to be drawn up in consultation with delegations.
The Council would revert to this item.

(b) New Zealand - Renegotiations under Article XXVIII:4 (C/M/126)

At its meeting on 6 June 1978, the Council considered a request
submitted by New Zealand for authority under the provisions of
Article XXVIII:4 to renegotiate a number of concessions included in the
New Zealand schedule (SECRET/245).

The representative of New Zealand said that his authorities had undar-
taken a review of New Zealand's customs tariff with a view to updating end
simplifying it, taking account of the phasing out of preferential tariffs
and with a view to establishing tariff rates at levels appropriate to the
requirements of New Zealand's industry. Many of the items concerned in
the renegotiation had only minimal trade coverage or no trade at all and
the total affected was about $NZ 7.5 million. New Zealand was offering
compensatory bindings having a total average trade value of $NZ 9.7 million.
His delegation was ready to enter into consultations with those countries
which considered themselves affected by these tariff-rate changes.

The Council agreed to grant the authority sought by New Zealand.

(c) United States - Renegotiations under Article XXVIII:1 (C/M/128)

At the meeting of the Council on 18 October 1978 the representative of
the European Communities referred to certain notifications by the
United States for renegotiations under the provisions of Article XXVIII:1.
He expressed concern at the magnitude of these renegotiations and was
doubtful whether these negotiations could be concluded before
the multilateral trade negotiations were due to end.

Several other contracting parties also spoke on this matter and
reserved their rights under the General Agreement.
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The representative of the United States stated that in the framework
of the negotiations offers had been made on the majority of the items in
question.

The Council took note of the statements made.

13. EEC - AdoDtion of European Unit of Account for common customs tariff
(C/M/128)

At the meeting of the Council on 18 October 1978 the representative
of the United States referred to a communication by the European Communities
relating to the adoption of the European Unit of Account for the common
customs tariff (L/4706). In view of the complexity of this matter and its
potential importance in trade terms his delegation reserved its position
on the procedure the Community had followed and the possibility to revert
to this matter at a later meeting, if necessary.

The representative of Canada also stated that his delegation might
revert to this matter.

The Council took note of the statements.

14. Accession; provisional accessions

(a) Accession of the Philippines (C/M/130)

At its meeting on 14 November 1978 the Council considered a request
from the Government of the Philippines to accede to the General Agreement
in accordance with the provisions of Article XXXIII (L/4716).

The representative of the Philippines stated that his country was
actively participating in the multilateral trade negotiations. Although
it was not yet clear which additional trade benefits would accrue to hiq
country from these negotiations, his Government had decided to apply for
full accession in the hope that the MTN would meet the objectives stated
in the Tokyo Declaration. He stated that the tariff negotiations between
the Philippines and contracting parties were to be conducted in the frame-
work of the multilateral trade negotiations, so that the concessions to
be made by the Philippines for full accession would be made by means of its
contribution to the MTN. His delegation intended to table a global offer
in response to requests for tariff concessions, taking into account the
provisions of Part IV of the General Agreement.

The Council established a working party to examine the application
of the Philippines and to submit to the Council recommendations which might
include a draft protocol of accession.
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(b) Provisional accession of Colombia (C/M/130)

At its meeting on 14 November 1978 the Council considered a request
by the Government of Colombia for a further extension of the period of
validity of the Declaration on its Provisional Accession (BISD, 22S/3) and
of the Decision of 23 July 1975 (BISD,22S/7) inviting Colombia to partici-
pate in the work of the CONTRACTING PARTIES.

The representative of Colombia stated that the question of accession
of Colombia to the GATT would be decided in the light of the results of the
multilateral trade negotiations, in which Colombia was actively partici-
pating. As there still existed uncertainty in this regard and as it was
important to know to what extent certain GATT provisions were to be
modified in the negotiations before a final decision as to full accession
could be taken, his Government had decided to seek an extension of the
arrangements for provisional accession until the end of 1980.

The Council agreed to the extension of the provisional accession until
31 December 1980. The Council approved the text of the Second Proc3s-
Verbal Extending the Declaration and agreed that the Proc3s-Verbal be
opened for acceptance by the parties to the Declaration. The Council
approved the text of a Decision extending the invitation to Colombia to
participate in the work of the CONTRACTING PARTIES (reproduced in Annex II)
and recommended its adoption by the CONTRACTING PARTIES.

(c) Provisional accession of Thailand (C/M/127)

At its meeting on 24 July 1978, the Council considered the request of
the Government of Thailand for provisional accession to the GATT. The
representative of Thailand stated that Thailand maintained trade relations
with a large number of contracting parties. Furthermore, certain elements
of its trade policy and practices were in line with the major practices
and principles of the General Agreement. Thailand participated in the
Tokyo Round and had therefore decided to seek provisional accession to the
GATT within the context of the MTN. Thailand's final decision on full
accession would depend largely on the results of the negotiations. He also
asked that Thailand be granted observer status to the Council.

The Council set up a working party to examine the request, and agreed
to grant observer status to the Government of Thailand in the Council and
regular GATT committees and working parties.

15. Hungary - Consultations on trade (C/M/124)

The Protocol for the Accession of Hungary provides for consultations
to be held biennially between Hungary and the CONTRACTING PARTIES in order
to carry out a review of the operation of the Protocol and of the evolution
of trade between Hungary and contracting parties. In May 1977 the Council
had established a working party to conduct the second consultation with the
Government of Hungary.
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The Council considered the report of the working party (L/4633) at its
meeting on 14 March 1978. The working party had noted that discriminatory
quantitative restrictions were still maintained in three customs areas.
During the discussion in the working party it had been stressed that the
type of restrictions and the kind of measures adopted with a view to their
elimination should be more clearly specified. It had also been pointed out
that progress towards the elimination of restrictions and the increase of
quotas was continuously being made.

The representative of Hungary stated that discriminatory restrictions
were a barrier to trade. He also pointed out that the Protocol of Accession
did not make any reference to increases in quotas under discriminatory
restrictions.

The Council adopted the report.

16. Poland - Consultations on trade (C/M/126)

The Protocol for the Accession of Poland provides for annual consul-
tations. In November 1977, the Council established a working party to
conduct the tenth annual consultation on trade with Poland and to re-examine
the question of the establishment of a date for the termination of the
transitional period.

The working party has begun its work.

17. Switzerland - Review under paragraph 4 of the Protocol of Accession
(C/M/130)

Under paragraph 4 of its Protocol of Accession the Government of
Switzerland reserved its position with regard to the application of the
provisions of Article XI of the General Agreement to permit it to apply
certain import restrictions pursuant to existing internal legislation. The
Protocol requires the CONTRACTING PARTIES to conduct a thorough review of
the application of the provisions of paragraph 4 every three years.

At its meeting on 14 November 1978 the Council carried out the fourth
triennial review on the basis of the three annual reports furnished by the
Government of Switzerland (L/4435, L/4570 and L/4712), which covered the
years 1975-1977.

The representative of Switzerland stated that his Government was
conscious of the fact that in the implementation of the legislation mentioned
in the Protocol of Accession, it should follow a well-established discipline
in its import policy in the agricultural sector in keeping with the objec-
tives of the GATT. One representative, while noting that the trend of
agricultural imports subject to quantitative restrictions had improved,
sought further information about the sources of supply and on the procedures
used in the allocation of quotas.

The Council took note of the reports.
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18. International Trade Centre - Joint Advisory Group (C/M/127)

At its meeting on 24 July 1978, the Council considered the report of
the Joint UNCTAD/GATT Advisory Group on its eleventh session (ITC/AG(XI)/57).
The Group had noted with concern the decreasing share of UNDP financing in
the ITC's total assistance resources. It had therefore urged the Centre to
undertake a strong fund-raising effort. In respect of the Centre s programme
the Group had underlined the need for a considerable increase in the flow of
market information to facilitate trade among developing countries. The
Centre had also been asked to build up its capacity to assist developing
countries in their import operations in order to strengthen trade among
developing countries. The Group had emphasized that priority should be given
to the least-developed countries in respect of the Centre's technical
co-operation activities and had recommended that special least-developed
country trust funds should be sought. The Group had expressed satisfaction
with ITC's work in the field of training. Many delegations had supported
ITC's work for the establishment of the International Tea Promotion
Association and the International Tropical Timber Bureau. The Group had also
supported the Centre's collaboration with the International Institute for
Cotton and had requested the Centre to undertake a promotion programme for
jute and jute products. The Group had endorsed the recommendation of the
Technical Committee that the Committee's composition should be based on the
principle of self-election. Finally, several delegations of the Group had
expressed their appreciation for the financial assistance provided to the
Centre by donor countries.

The representative of Egypt expressed his delegation's concern at the
declining financial contributions to the Centre by UNDP. He also expressed
appreciation for the voluntary contributions given by certain donor
countries for trade promotion programmes.

The Council approved the recommendations made by the Group and adopted
the report.

19. Trade in steel (C/M/125, 127)

At the meeting of the Council on 17 May 1978, the representative of
India asked for information on discussions between major steel trading
countries concerning an arrangement relating to trade in steal.

At the meeting of the Council on 24 July 1978, the representative of
India drew attention to the setting up of a steel committee under the
auspices of the OECD (C/M/127/Corr.1). He noted that the declared intention
of those setting up the committee was to provide a continuing forum for
bringing into consultation interested parties, to keep trade in steel as
unrestricted as possible, to reduce barriers to trade, to cone with crisis
situations, to avoid encouraging economically unjustified investments and
to co-operate in order to anticipate and to prevent problems.
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The representative of the United States said that his Governmnent was
an active participant in the work for setting up a steel committee in the
OECD and stressed that the United States would not propose any measures
that would restrict the free flow of trade in steel or that would tend to
freeze the steel supply. He pointed out that the establishment of such a
Committee outside GATT had implications for the working of the GATT itself.

The Council took note of the statements.

20. Training activities (C/M/130)

At the meeting of the Council on 14 November 1978 the Director-General
presented a report on training activities (L/4714). Ece referred to the
importance of the courses in creating a better understanding of the
functioning of the multilateral trading system. Among the aims of the
programme he mentioned the training of trade negotiators and commercial
attaches and he also referred to the usefulness of contacts establishedwith
the public and private sectors in the countries visited during the study
tours. The growing number of requests for participation in the courses
from contracting parties as well as non-members of GATT were proof of the
increasing interest of governments in this activity. He mentioned that
in order to maintain the high quality of the courses an amount had been
earmarked in the GATT budget for 1979 in case the financing hitherto oro-
videdaby UNDP wouldcasee to be available. The Director-General was grateful
to all governments concerned for their continuing interest in these training
activities and for the hospitality extended to the participants during
their visits. He thanked UNDP and UNCTAD, as the executing agency of UNDP,
for the scholarships granted in 1978, and also the representatives of
delegations and international organizations for the lectures they have
given.

The Council took note of the report.

21. Status of Protocols (C/M/129)

At its meeting on 6 November 1978 the Council considered the report of
the Director-General (C/W/308) on the status of the Protocols upon which
some action was still required by one or more contracting parties. The
Council noted that the Protocol introducing Part IV was in force among all
contracting parties with the exception of France and Gabon.

The representative of India appealed to the contracting parties
concerned to take the necessary stems for accepting the Protocol Introducing
Part IV. He pointed out that questions of differential treatment were
presently being negotiated in the rem and inquired what the position of the
Community would be in this regard if one member State had not accepted
Part IV.
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The Council agreed to recommend to the CONTRACTING PARTIES that the
closing date for the acceptance of this Protocol be extended until the close
of the thirty-fifth session. The Council approved the text of a draft
decision (reproduced in Annex III) and recommended its adoption by the
CONTRACTING PARTIES.

22. Administrative and financial questions

(a) Committee on Budget, Finance and Administration (C/M/127, 129, 130)

The Committee on Budget, Finance and Administration had a meeting in
May 1978. Its report (L/4675) was presented to the Council at its meeting
on 24 July 1978.

The Committee had discussed the delay. until mid-August, of the
presentation of the 1979 GATT budget estimates. Furthermore. the
Director-General had formed the Committee of a UNDP pronosa! to modify
the financing of the GA2T training courses. The Director-General felt that
this would have a detrimental effect on the quality of the courses. The
matter was still being discussed with UNDP, but unless other arrangements
could be made it might become necessary to foresee a financing of the
courses from the GATT budget at an annual cost of Sw F 600,000. The
Director-General had also informed the Committee of the intolerable
situation with regard to staff pensions created by the present United
Nations pension fund system. He had furthermore proposed a minor adjustment
in the pension fund regulations applicable to sone staff upon promotion.
The Committee recommended approval of this proposal as well as of a revised
contribution to the ITC for 1977, which had become necessary following a
budgetary adjustment approved by the United Nations General Assembly.

The Council approved the recommendations and adopted the report.

At its meeting on 6 November 1978 the Council considered the report of
the Committee on its meeting in October 1978 (L/4708).

In introducing the report the Chairman of tha Comittee referred to the
statement of outstanding contributions of corntracting parties, which in the
case of some countries went as far back as 1966. The Committee had
expressed its concern at this situation and proposed that the Council
should examine a statement of arrears in June or July each year in the hope
that governments would be encouraged to pay their contributions earlier. He
appealed to the governments which were several years in arrears to make some
effort to pay their contributions and perhaps propose a schedule of
instalment payments.
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He also referred to the discussion on the question of exchange rate
problems and to the proposals presented by the Director-General, which aimed
to establish temporary measures to protect the further erosion of take-home
pay and pensionable remuneration of the professional staff. The Committee
had expressed its sympathy and understanding but had felt that trying to
find a solution applicable to GATT alone would be incompatible with the
common system. The Committee had suggested that the Chairman of the
CONTRACTING PARTIES should be invited to contact the Chairman of the United
Nations General Assembly to convey the concern of the CONTRACTING PARTIES
with regard to this problem and in particular its effects on pensionable
remuneration of the professional staff.

The Director-General, addressing the Council on the question of
exchange rate fluctuations, pointed out that the proposals he had made were
intended to prevent further erosion of the take-home pays and pensionable
remuneration by setting Swiss franc floors for them. These proposals, in
his view, did not represent a deviation from the common system and were
similar to arrangements in force in other organizations within the system.
He referred to the absurd disparity in the levels of pensionable remuneration
in New York and Geneva and he urged the CONTRACTING PARTIES to take concrete
action and not to defer their responsibility to outside bodies.

The Council agreed to draw the attention of the CONTRACTING PARTIES at
their thirty-fourth session to this matter.

The Council approved the text of an agreement between the United Nations
and GATT relating to the jurisdiction of the Administrative Tribunal of the
United Nations with respect to applications by staff members under the
Regulations of the United Nations Joint Staff Pension Fund.

The Council approved the recommendations in the report of the Committee
and recommended the adoption by the CONTRACTING PARTIES at their thirty-
fourth session of the report, including the recommendations contained
therein and the Resolution on the Expenditure of the CONTRACTING PARTIES in
1979 and the ways and means to meet such expenditure.

At the meeting of the Council on 14 November 1978 the Chairman informed
the Council that he had received a letter by the Chairman of the GATT ctaff
Council. The letter referred to the question of erosion of salaries
and pensionable remuneration and noted that the Budget Committee had not
approved the proposals made by the Staff Council in this regard, nor the more
limited proposals made by the Director-General on this subject. The GATT
Staff Assembly had expressed its wish to have this question reopened on the
basis of the proposals made by the Staff Council and also invited the Council
to freeze the savings made in the 1978 budget whichfor their major part
were based on the losses incurred by the staff.
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The Chairman of the Committee on Budget, Finance and Administration
recalled that the Committee had had before it a proposal by the Director-
General and said that it was aware of the unfortunate consequences of recent
exchange rate developments but believed that trying to find a solution
applicable to GATT alone would be incompatible with the common system. In
the light of the present situation he proposed that an informal contact
group be established, as had been done in 1974, which could contribute
positively to a better understanding of the delicate situation.

The Council agreed that an Informal Contact Group be established
composed of members of the Budget Committee, representatives of the
secretariat and representatives of the staff. The Chairman expressed the
hope that the Group could meet expeditiously and hopefully be able to
present a report to the thirty-fourth session of the CONTRACTING PARTIES.

(b) Assessment of additional contribution (C/M/126)

At its meeting on 6 June 1978, the Council adopted the assessments of
an additional contribution to the 1978 budget and an advance to the Working
Capital Fund for Suriname which had become a contracting party under the
provisions of Article XXVI:5(c).

(c) Deputy Director-General post (C/M/124)

The Council agreed at its meeting on 14 March 1978, that the
reclassification of one D.2 post to the level of Deputy Director-General
should remain effective for a further period of thirteen months until
31 July 1979.

(d) Final position of 1977 budget (C/M/124)

At its meeting on 14 March 1978 the Council considered the Report on
the Final Position of the 1977 Budget of the GATT (L/4631). The Council
authorized the necessary increase in the appropriation in respect of
certain excess expenditure and approved the proposed financing,

23. Arrangements for the thirty-fourth session (C/M/127)

At its meeting on 24 July 1978, the Council agreed that the thirty-
fourth session of the CONTRACTING PARTIES should be opened on Monday,
27 November 19782 and that its duration should be limited to two to three
days, if possible.

24. Observer status (C/M/125)

The Council agreed at its meeting on 17 May 1978 that the Organization
of the Islamic Conference should be invited to be represented by observers
at the sessions of the CONTRACTING PARTIES.
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ANNEX
INDONESIA - ESTABLISHMENT OF A NEW SCHEDULE XXI

Extension of Time-Limit

Draft Decision

Considering that the CONTRACTING PARTIES, by Decision of 22 November 1976
suspended the application of the provisions of Article II of the General
Agreement to the extent necessary to enable the Indonesian Government to
maintain in force its new Customs Tariff, subject to certain specified
conditions;

Considering that among the conditions mentioned above was the obligation
to conduct negotiations or consultations in conformity with the principles
of Article XXVIII, while the detailed procedural requirements of this Article
would not apply, and to terminate such negotiations and consultations before
31 December 1977, which period was, by Decision of the CONTRACTING PARTIES
of 29 November 1977, extended to 31 December 1978;

Considering that the Government of Indonesia has notified that it will
not be possible to conclude these negotiations and consultations by the date
specified and has requested an extension of the time-limit for their con-
clusion by one year;

The CONTRACTING PARTIES, acting pursuant to the provisions of paragraph 5
of Article XXV of the General Agreement,

Decide that the time-limit provided for in paragraph 1 of the Decision
of 22 November 1976 shall be extended until 31 December 1979.
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ANNEX II

PARTICIPATION OF COLOMBIA IN THE
WORK OF THE CONTRACTING PARTIES

Further Extension of the Decision of 23 July 1975

Draft Decision

Considering that the parties to the Declaration of 23 July 1975 on the
Provisional Accession of Colombia to the General Agreement on Tariffs and
Trade are taking steps, pursuant to paragraph 4 of that Declaration, to
extend the period of validity of the Declaration;

The CONTRACTING PARTIES

Decide to extend the period of validity of the Decision of 23 July 1975,
which provided for the participation of Colombia in the work of the
CONTRACTING PARTIES, until the Government of Colombia accedes to the General
Agreement under the provisions of Article XXXIII or until 31December1980,
whichever date is earlier.
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ANNEX III

EXTENSION OF CLOSING DATE FOR ACCEPTANCE
OF THE PROTOCOL AMENDING THE

GENERAL AGREEMENT TO INTRODUCE A
PART IV ON TRADE AND DEVELOPMENT

Draft Decision

CONSIDERING that the Protocol amending the General Agreement to
Introduce a Part IV on Trade and Development has not yet been accepted by
all contracting parties.

The CONTRACTING PARTIES

Decide to extend the closing date for acceptance of the said Protocol
until the close of their thirty-fifth session, and

Urge the contracting parties which have not yet accepted the said
Protocol to make every effort to do so in the near future.


