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Report on Work since the Thirty-Fourth Sessionl

In accordance with the Decision of L4 June 1960 establishing the Council of
Representetives, the Council is required to report to the CUNTRACTING PARTIES onthe
metters considered between sessions of the CONTRACTING PARTIES.

In cerrying out its task the Council has held seven meeting52 since the
thirty-fourth session in November 1978. The minutes of these meetings are
contained in documents C/M/131 - C/M/137. Adoption of this report, which
summarizes the action taken by the Council, will comstitute approval by th
CONTRACTING PARTIES of that action.

The following subjects are included in the report.

1. Anti-dumping practices
- Committee on Anti-Dumping Practices L

2. Adjustment of specific duties ' 5

3. Balance-of-payments import restrictions
- Consultations on balance-of-payments restrictions
(2) Arrengements for consultations in 1979
(b) Consultetion witih Brazil
{¢) Consultation with Indiea
(d) Consultation with Portugsal
(e) Consultation with Turkey

(f) Exominetions under simplified procedures

e T BEES R REURY, O, NN

- Bangladesh, Ghana, Korea, Tunisia and Yugoslavia

[ov]

L.  Consultative Group of Eighteen

“lA supplemental report to cover matters considered by the Council on
22 Novenmber will be issued as an addendum to this document.

2Including the meceting of 22 November 1979.
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- EEC - imports into the United Kingdom of television
sets from Korea

Recourse to Articles XXITI and XXIIIX

(2)

(¢)

(c)
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(i) Refunds on exports of sugar

- recourse by Australia

- recourse by Brazil
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- recourse by the United States

- recourse by Canada
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(ii) Lom# Ccrnvention
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10
10

11
13
13

1k
15

16
T

17
18
28

18

19

19
i9
19



10.

11.

12.
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European Free Trade AssSociation

(i) EFTA/FINEFTA

(ii) Free~trade agreement between EFTA and Spain
LAgreements concluded by Finland

(i) Finland - Bulgeria Agrecment

(ii) Finlend - Czechoslovakia Agreement

(iii) Firland - German Democratic Reputlic Agreement
(iv) Finlend - Pcland Agreement

Latin American Free Trade Association

New Zeeland—-Australiz Free Trade Agreement

Waivers under Article XXV:5

()
(n)
(e)
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(c)

Brazil - Renegotiation of Scﬁedule
India - Auxilizry duty of custorms
Pakisten - Renegotiation of Schedule
Turkey - Stanmp duty

Uruguzy - Impcert surcharges

Reports under waivers

()
()

Turkey - Stamp duty
United States
(i) Agricultural Adjustment Act

(ii) Automotive products

Renegotiations under Article XXVIII

Accessions; Provisional accessions

(2)
(b)
(c)
(a)

Accession cof Colombia
Accession of Mexico
Accessicn of the Philippines

Provisicnal accession of Tunisia
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15. Relationship between the Agreements evolved in the MIN and the 29
GATT '
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(i) Hungary 30
(ii) Romania 3C
18. Trade in Textiles
-~ Report on the annual review by the Textiles Cormittee 31
16. De facto application of the General Agreement tc newly- 31
independent States
20. Training activities 31
21. Administrative and financizl questions
(a) Cormittee on Budget, Finance and Admiristration
(i) Exchange rate protlems 32
(i1) Arrears of ccantritutions 33
(iii) Report of the Cormittee 33
(v) Deputy Directcr-Generel post 3k
(c) TFinal position of the 1978 budget 34
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1. /‘»ti-duzping practices

- Committee on Anti-Durpingz Practices (C/M/136)

At its meseting on 16 Noverter 1979 the Council ccnsidered the eleventh
report by the Cormittee on Anti-Tumpinz Practices (L/485T7), which covered the
pericd from Cctober 1978 tc October 1973. The Committee had had twe special
reetings in Januzry and Fetruary 1979 in addition to its regular annual
meeting. It had had deteiled discussicns of the prcposzd revision of the
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Anti-Dumping Code consequent to the state of the negotiations on subsidies/
countervailing measures. The Cormittee had elso an exchenge of views on the
reporting format of anti-dumping actions. The Cormittee had discussed the
enti-dumping practices in various countries members of the Committee and
examined new or revised anti~dumping legisletion of some of its members.
Corments were also made on anti-dumping draft.regulations embodyxng‘reeults
achieved in the Multlluter“l Trade Negotietions.

The Council adopted the report.

2. Adjustment of specific duties (C/M/136)

At its meeting in May 1978, the Council established a working party tc
examine, in consultation with the International Monetery Fund, the
rnodalities for the application of Article II:6(a) in the current monetary
situation.

The report of the Werking Party (L/4858) was presented to the Council
et its meeting con 16 November 1979. The Working Party hed drawn up certain
guidelines for decisions under Article II:6(z), which it recormended to the
CONTRACTING PARTIES for adoption. The Chairman of the Working Perty
explained to the Council theat in Article II:6(a) the right to adjust
specific duties was linked to Fund approved changes in the par value of the
currency. The proposed guidelines set out how Article II:6(a) should be
epplied now that the Fund's par value system had been abandoned and floating
had become widespread. They did not establish new standards and procedures
but represented an adaptation of the standards end procedures epplied in the
pest to the present monetary situation. The guidelines were meant to help
ensure reasonably uniform and predictable decisions by the CONTRACTING
PARTIES in a rather complex subject matter, but not to restrict the
CONTRACTING PARTIES' discretion. The guidelines would only be epplied if
the CONTRACTING PARTIES considered that this would be appropriete in the
circumstances of the particular case.

The representative of the Europesn Communities noted that the Werking
Party had agreed that the guidelines were designed to take into eccount the
present monetary situation and that they should not be applied to currency
depreciations that took place before that situation. The Comrmunity
considered that only veriations in currency velues which were in conformity
with the Articles of Agreement of the Internationel Monetary Fund should be
teken into account, i.e. those occurring after 1 April 1978 when the
Articles of Agreement of the Fund were amended. The Community also stressed
the importance of avoiding an impairment of the value of concessions by
an upwerd adjustment of specific duties following a depreciation of short
duration.

The representrtive of tihe United Stiles reenllel’. that the guesticn of
tha ex-ct date of lne advent of toe prorsent wonctirs situaticn had been
2iscussed in tac Workin. Pirty  Severrl nerberz of the Working Party Lelieved
that the prescnt situzlion hol rctuslly beoun with floating in 1973, rather
thrn in 1978 whzn the Fund aserded its rules.
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In order to give representatives more time for reflexion on the proposed
guidelines the Council agreed to defer further consideration of this matter
until an early meeting.

3. Balance-of-payments import restrictions

- Consultations on balance-of-payments restrictions

(a) Arrangements for consultations in 1979 (C/M/132)

Arrangements for consultations on balance-of-payments import restrictions
in 1979 were presented to the Council on 29 January 1979.

The Council took ncte of the arrargements.

(v) Consultation with Brazil (C/M/132)

In November 1978 the Committee on Balance-of-Payments Kestrictions
carried out a consultation with Brazil. The report: (BOP/R/103) was przzented
to the Council at its meeting on 29 Jamuary 1979. During the consultatilion,
the Cammittee had expressed doubts whethner the Brazilian import restricwions
could be fully justified under the provisions of Article ZVIII:B and had
urged the Brazilisn authorities to adopt alternative policies to restors:
equilibrium. The Camittee had also called for expeditious simplification of
the import system. .

The representative of Brazil considered that the Committee had unéer-
estimated the balance-of-payments difficulties faced by Brazil. He nosed that
the Cormittee had expressed doubts whether the Brazilian measures could be
fully justified under Article XVIII:B and that the Committee concluded that
extensive import restrictions were not the appropriate means of restoring
equilibrium on the current account other than on a very temporary tasis, EHe
was of the opinion that such a statement was contrary to the letter ané the
spirit of that Article, according to which a contracting party should pay due
regard to the need for restoring equilibrium on a lasting basis. The Committee,
when recommending alternative measures in other fields to ettain equilibrium
in the balance of payments, should have taken into consideration the nro-
visions of Article XVIII:1l to the effect that no contracting party shnould be
required to withdraw or modify restrictions on the grounds that a change in
its development policy would render unnecessary the restrictions which it had
oeen applying.

The Council adopted the report.
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(¢) Consultation with India (C/M/132)

In November 1978, the Committee on Balance-of-Payments Restrictions
held a consultation with India under Article XVIII:12(b). The report on
this consultation (BOP/R/104) was presented to the Council at its meeting on
29 January 1979. The Committee had been impressed by the very positive
developments in the Indian economy, particularly in respect of the liberali-
zation of the import régime.

The Council adopted the report.

(@) Consultation with Portugal (C/M/134)

In April/May 1979 the Committee on Balance-of-Payments Restrictions
held a consultation with Portugal. The report on this consultation
(BOP/R/106) was presented to the Council at its meeting on 25 July 1979.
The consultation had included an examination of the Portuguese import
surcharges.

The Council adopted the report.

(e) Consultation with Turkey (C/M/136)

In October 1979 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 9(d) hereafter). The report (BOP/R/107) was presented to the
Council at its meeting on 16 November 1979. The Committee had noted that,
despite the extremely difficult balance-of-payments situation, Turkey had
not resorted to an intensification of its import restrictions.

The Council adopted the report.

(f) Exeminations under simplified procedures (C/1/132)

-~ Consultations with Bangladesh, Ghana, Korea, Tunisis and
Yugoslavia

At its meeting in November 1978, the Balance-of-Payments Committee
examined written statements supplied by a number of developing countries
under the simplified procedures.

At its meeting on 29 January 1979 the Council considered the report on
the examination of statements supplied by Bangladesh, Ghana, Korea, Tunisia
and Yugoslavia (BOP/R/105). The Committee recommended that Bangladesh,
Ghana and Yugoslavia should be deemed to have consulted with the CONTRACTING
PARTIES and to have fulfilled their obligations under the provisions of
Article XVIII:12(b). The Committee concluded that in the case of Korea and
Tunisia & full consultation would be held in 1979.
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The Council adopted the report and agreed that Bangladesh, Ghana and
Yugoslavia should be deemed to have consulted with the CONTRACTING PARTIES
and to have fulfilled their obligztions under Article XVIII:12(b). The
Council noted that full consultations would be held with Korea and Tunisia
under the applicable procedures.

L, Consultative Group of Eighteen

(see L/4BBL/AdA.1)

5. Emergency action and trade restrictive measures

"(a) EEC - imports into the United Kingdom of television sets from
Korea (C/M/13k)

At the meeting of the Council on 25 July 1979, the representetive of
Korea referred to the EEC's Article XIX action on imports into the
United Kingdom of television sets from Korea. He recalled that the Council
at its meeting in March 1978, had urged Korea and the United Kingdom to carry
out further bilateral consultations with a view tc a satisfactory settlement
of the matter. He now reported that these consultations had resulted in a
voluntary export restraint arrangement which had come into effect as from
22 June 1979. The Community'’s Article XIX action had consequently been
repealed. He reiterated the view, however, that the Community's
discriminatory action under Article XIX had been a violation of the GATT.

The representative of the Europran Communities, while not sharing some
of the views expressed, confirmed that the measures in question had been
lifted.

The Council took note of the statements.

. 6. Recourse to Articles ¥XII and XXIII

(a) Europezn Communities

(i) Refunds on exports of sugar

- Recourse by Australia (C/M/135)

In October and November 1978 the Council had considered the Australian
complaint relating to EEC sugar export practices and had established a Panel
to examine the matter.

At its meeting on 6 November 1979 the Council considered the report of
the Panel and its conclusions which the Panel had reached unanircusly.
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The representative of Australia welcomed the report which vindicated
Australia's complaint concerning EEC subsidy practices on sugar. The report
was a test cez2 in that it would determine whether internetional action in
the field of export subsidies on agricultural products was possible within
the GATT. He mentioned a number of important points which emerged from the
Panel's findings, viz. (i) that the export refunds of the EEC were a subsidy;
(ii) that the EEC had significantly increased its exports of heavily subsi-
dized sugar; (iii) that the EEC system of sugar exports had depressed prices,
had a destabilizing influence on world markets and thereby caused serious
prejudice to all sugar exporters, including Australia; and (iv) that the
EEC sugar export system contained no element to prevent it from obtaining
more than an equitable share of world export trade in sugar.

He pointed out however, that although the Panel had examined what had
happened to exports of both the Community and Australia, it had passed over
the very immorcant indirect effects in its deliberations. Australia would

regard as tac wuore relevant issue the question whether or not the Community
had geinad an ilnequitcble share of world trade.

The representative of Australia pointed out that the Community had been
found to be in breach of Article XVI:1 in that its system of sugar subsidies
cavsed or threatened serious prejudice. He believed that therefore, the
CONTRACTIING T4FTTES were entitled to ask the Community what action it intended
to take ani in what time framework it intended to act to bring its system into
compatibility with Article XVI:1. He believed that it wes sppropriate to
commence consultations between the CONTRACTING PARTIES and the European
Communities on the causes and effects of the Community system.

Several delegations spoke on this matter. It was noted that the Panel
had recognized the damaging effects of the Community subsidy policies on the
world suger market. The Panel had been careful not to rule out the possi-
bility that the Community had indeed gained, througn its subsidy policy, more
than an equitable share in the world export trade in sugar. There was also
support for the request by Australia for corrective action to be taken by the
European Commmmities. One delegation suggested that the contracting parties
consider jointly under the provisions of Article XXXVIII:1 how the adverse
effects for the trade of developing countries could be rectified.

The representative of the European Communities could accept the con-
clusions as a wnole but was reluctant to interpret specific parts of the
conclusinns which were delicstely balanced. He noted that the Community system
as such bnd rov been condemned, and that it was rather its effects thet caused
some prchiems. It might also have been desirable to distinguish more clearly
between what was structural and what was conjunctural. He noted that the
Penel was not in a position to conclude that the Community had obtained more
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than an equitable share in the world sugar market. He did not share the view
that the European Communities were responsible for the depressed prices in
the world suger market, ncr that that the Community system comstituted a
threat of prejudice. Furthermore, he could not accept that serious prejudice
had been caused to Australia. He assured the Council that 211 possible
measures that could be taken by the European Communities would be implemented.

The Council adopted the report and agreed that, in the light of the
report and teking into account the comments made, the matter should be discussed
again at an early meeting.

~ Recourse by Brazil (C/M/132, 135)

At their thirty-fourth session the CONTRACTING PARTIES had agreed to
establish 2 panel to examine the complaint by Brazil regarding EEC refunds on
exports of sugar. The CONTRACTING PARTIES had decided on the terms of
reference for the Panel and authorized the Chairmen of the Council to nominate
the Chairmen and the members of the Penel.

At its meeting on 29 Januasry 1979, the Council was informed of the
corposition of the Panel.

The Council took note of the information.

At its meeting on 6 November 1979 the Council was informed of the new
corposition of the Panel.

The Council took ncte of the information.

(ii) Restrictions on imports of apples from Chile (C/M/134, 135)

At the meeting of the Council on 25 July 1979 the representative of Chile
referred to newly introduced restrictions on imports of apples from his
country into the Community. He mentioned th:=t in March 1979 Chile ha2d been
asked by ths Community to limit voluntarily its exports of apples to the EEC
and was offered a quota of 42,000 tocns. As Chile had already contracted the
sale of €0,000 tons of apples to the Cormunity, & third of which had been
shipped, the Government of Chile had proposed thet the restrictions requested
by the EEC should zpply only to later shipments. This proposal was rejected
aend the EEC proceeded to prohibit the imports of epples from Chile. He
considered that in the light of developments on the merket for apples in the
EEC 2nd from the point of view of bilaterasl trade, the measures imposed by
the Corrmunity were nct appropriate and that they contravened the provisicns
of the GAIT.
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Since the consultations between the Community end Chile had not led te
an agreement he requested the Council, in conformity with Article XXIII:2,
to establish a panel to examine the compatibility with the appropriate pro-
visions of GATT of the Community Regulations Nos. 687, 797 and 1152 of 1979
and to report to the Council. A

The representative of the EEC expressed the belief that both parties
were still pursuing bilateral consultations. He did not share some of the
views expressed by the representative of Chile. As the request for a panel
hed only been made that day he asked the Council, while not opposing the
setting-up of a panel, to allow more time for reflex:on and bilateral

consultations.

Some delegations supported the setting-up of a panel. They expressed
concern that the imposition of trade restrictive measures might shift the
burden of adjustment to efficient producers and considered that an examina-
tion of this matter would meke it easier to avoid similer situations in the

future.

The Council invited the parties to continue their bilateral efforts to
f£ind a solution to this matter. The Council agreed to establish a panel,
but deferred a decision on its terms of reference and membership to its next

meeting.

At its meeting on 6 November 1979 the Council was informed that in
spite of intensive bilateral consultations between Chile and the Cormunity
it had not been possible to reach a mutually satisfactory solution. The
Council agreed on the terms of reference for the Panel and authorized the
Cheirman of the Council to nominate the chairman and the members of the Panel

in consultation with the two parties concerned.

(b) Japan

(i) Restraints on imports of leather

~ Recourse by the United States (C/M/132, 133, 134, 135)

At its meeting in July 1978, the Council had considered the United States
complaint on restraints of leather imports into Jaspan. The Council had
authorized the Chairmen to take the necessary steps for the estsblishment of
a panel, if the consultations between the United States and Japan under
Article XXIII:1 had not succeeded after a definite period of time. At its
meeting on 29 January 1979 the Council was informed that it had not been
possible for the two parties to settle the matter end that conseguently, the
Chairman, in consultation with the two parties, had established a Panel with
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specified terms of reference and membership. At its meeting on 27 March 1979,
the Council received the report of the Panel (L/L4789). The report stated that
the Panel hed been informed that following further bilateral ccnsultations
between the United States and Japan an agreement had been reached, es a
result of which, the United States was withdrawing its complaint. The two
parties had reserved their rights under the General Agreement to re-open the
proceedings if the conclusions reached were not put into practice to their
mutual satisfaction. The two parties were prepared, upon request, to provide
information on the substance of the conclusions reached to other interested
parties and to consult with them. The Panel was of the view that the
agreement between the two parties comstituted a solution to the matter before
it and considered the proceedings under Article XXIII:2 to be terminsted.

The representatives of the United States and Japan considered that as
a result of the successful conclusion and the withdrewal of the United States
complaint the metter was closed. They expected therefore, the Council to
adopt the report.

Some representatives pointed out that they had made presentations to the
Panel and had expressed their concern about the Japanese import restrictive
measures. They considered that any settlement between Jepan and the
United States did not relieve Jepan of its GATT obligations towards other
interested contracting parties. They considered it premature for the Council
to adopt the report since more time was needed to study it and to determine
the implications of the bilateral settlement for third parties. These
delegations reserved their rights under the GATT and expressed their intention
to enter into bilateral ccnsultations with Jepan.

The representative of Japan said that the purpose of the dispute
settlement procedure under Article XXIII was to bring a bilateral dispute to
a mutually satisfactory solution. This had been achieved end upon the
withdrawal of the United States complaint the Panel had declared the
procedure terminated. There was in his view no precedent in the GATT, once
e mutually satisfactory solution had been reached for not adopting & panel's
final report due to the intervention of third parties. He reitersted his
Government's readiness to give third parties, having an interest in this
matter, upon request, explanations on a bilaterasl basis and to have bilateral
consultations on the administration of the quotas vis-2-vis such countries.
He proposed the adoption of the report.

The Council agreed, in view of the fact that the report had been
circulated only recently, to revert to this matter at its next meeting.

At its meeting on 25 July 1979 the Council was informed that technical
discussions between Japan and the United States were still going on and the
Council agreed that this item be deferred to its next meeting.
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At its meeting on 6 November 1979 the Council was informed that these
technical discussions had been concluded.
The Council adopted the report of the Panel.

- Recourse by Canada (C/M/135, 136)

At its meeting on 6 November 1979 the Council received a complaint by
Canada relating to Japanese restrictions on imports of leather (L/1856). As
intensive bilateral discussions were currently being held between the two
parties the Council agreed to ‘defer the matter to its next meeting.

At the meeting of the Council on 16 November 1979 the representative of
Canada informed the Council that since the last meeting of the Council
further bilateral consultations with Japan under Article XXIII:1 had been
held, but no concrete progress had been made in these consultations. He
therefore requested the Council to proceed to the establishment of a panel
to examine the compatibility with the GATT of the Japanese restrictions on
imports of leather.

The representative of Japan referred to the sensitive, socio-political
issues relating to this matter. He recognized the importance of this matter
for Canada, but believed that further efforts should be made to arrive at a
mtually acceptable solution on a bilateral basis.

Two other representatives expressed their interest in the matter and
supported the Canadian request.

The Council agreed to establish a panel as requested by Canada and
authorized the Chairman of the Council to nominate the chairman and mermbers
of the panel in consultation with the two parties concerned.

(ii) BRestraints on imworts of manufactured tobacco (C/M/136)

At the meeting of the Council on 16 November 1979 the representative of
the United States referred to Japanese measures affecting imports of
manufactured tobacco, more specifically cigars and pipe tobacco (L/4871).

He stated that Japan maintained a variety of measures which affected the
pricing, distribution, marketing and advertising of imported tobacco products.
These measures were administered by the Japan Tobacco and Sz21t Public
Corporation which maintained a monopoly on the importation, domestic
production and distribution of tobacco products. Imports of tobacco products
were restricted through this monopoly to provide protection to domestic
rroduction. Furthermore, the Japanese Government imposed a monopcly payment
on imported tobacco products far in excess of the equivalent payment on
domestic products, which was inconsistent with Article ITI. The United States
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also contended that the operations of the Japanese State~trading enterprise
for tobacco were contrary to Article XVII, in that they were discriminatory
and not consistent with commercial considerations. His Government believed
that these measures overated to the substantial detriment of United States
tobacco exports. As consultations had failed to achieve a satisfactory
solution his Government had decided to seek recourse to the provisions of
Article XXITI:2. He therefore requested that a panel be established to
examine the complaint.

The representative of Japan stated that Japan had been seriously engaged
in consultations with the United States since February 1978. He mentioned
that his Government had submitted a bill to the National Diet to revise laws
on the pricing system of tobacco products. He mentioned further that the
Japanese Tobacco and Salt Public Corporation had conducted consultetions
twice with representatives of the United States industry. Intergovernmental
consultations had furthermore been held in August. Japan continued to
believe that the problem sheculd be solved through bilateral consultations.

He also pointed out that the United States had not completed the procedure
under Article XXIII:1, nor had Japan ever been consulted on pipe tobacco.

His delegation entirely reserved its position on the United States
ellegations that some Japanese measures were inconsistent with Article III
and Article XVII. He also pointed out that the United States ccmplaint was
limited to cigers and pipe tobacco and Japan could not be expected to consult
on cigarettes.

The representatives of the European Communities, Canada and Sweden
stated that their authorities had also had discussions with Jepean on these
matters. They expressed an interest to make representetions to the panel,
if a panel were established.

The Council requested the United States and Japan to pursue their
bilateral consultations under Article XXIII:1 on this matter for & further
period. The Council zgreed thet if these consultations did not lead to =
mutually satisfactory solutiom, an appropriate procedure for consideration
of the United States complaint under Article XXIII:2 would be the establish-
ment of a panel. The Council authorized its Chairman to take the necessary
steps, in consultetion with the two parties concerned, for the establishment
of a panel with appropriate terms of reference if the matter had not been
settled satisfactorily on a bilateral basis by 31 December 1973.

(¢) Norway
- Restrictions on imports of textiles from Hong Kong (C/M/134)

At the meeting of the Council on 25 July 1979, the repressntative of
the United Kingdom, speaking for Hong Kong, referred to carlier discussions
in the Council since M2y 1978. He stated that no agreement had been reached
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in bilateral consultations between Hong Kong and Norwzy in respect of Norway's
1978/79 actions. His delegation considered that the procedures under

Article XXIII:1 had been exhausted 2nd he therefore reguested the esteblish-
ment of a panel under the provisions of Article XXIII:2 (L/4815).

. The represcntative of Norway did not oppose the establishment of e
panel. He expressed the hope, however, that such a panel would not create
difficulties for future bilateral consultations. He mentioned that Norway's
Article XIX action was in conformity with the GATT. His delegation was
prepared to continue its efforts in order to find e satisfactory solution for
the current year in the light of the provisions of the extended Textiles

Arrangement.
The representative of the United Kingdom, speaking for Heng Kong, felt

that the possibilities for bilateral consultations for 1978/79 hzd been
exhausted and that further consultations could only relate to imports in 1930.

The Council agreed to esteblish a panel with approrriate ternms of
reference and authorized the Chairmsn to nominate the chairman and members
of the Panel in consultation with the two parties concerned.

At its meeting on 6 November 1979 the Council was informed of the
composition of the Panel.

(8) Spain
(i) Tariff trestment cf unroasted coffee (C/M/13§, 135)

\

At the meeting of the Council on 6 November 1979 the representative of
Brezil said that his delegation had requssted consultations under
Article XXII:1 with Spain on the question of modifications in the Spanish
tariff for unroasted coffee (L/4832). These consultations had nct yet taken
place. Because in the meantime discussions of a general nature were being
held in Madrid between the two parties, he requested that he te given an
opportunity at a future meeting of the Council to revert to this matter, if

necessary.
The Council so agreed.

At the meeting of the Council on 16 November 1973 the representative of
Brazil referred again to the Braziliasn request for consultations under
Article XXII:1 with Spain on this matter. He stated that Spain had not yet
accorded Brazil the opportunity for having such consultaticns. He pointed
out that the commercial discussions of = general nature held at Madrid
between Brezil and Spain, at which also the guestions relating to coffce had
been brought up, were not considered by his delegation as consultations
under Article XXII:1 which they had requested. He considered the new Spanish
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tariff on coffee to be discriminatory against Brazilian coffee and expressed
the hope to arrive at a satisfactory solution in bilateral consultations.
His delegation reserved the possibility to revert to this mestter et a future
meeting of the Council, if necessary.

The representative of Snzin s2id that Spain was in the process of
replacing its State-trading system, which eiso applied to coffee, by a2 liveral
trade rézime. Ee confirmed that discussions on this matter had been held in
Madrid. He stated that efforts were being made to reach a mutually satisfactory
conclusion.

The Council took note of the statements.

(ii) Measures carcerning domestic sale of soyabeun oil {7/M/136)

At the meeting of the Council on 16 November 1979 the representative of
the United States referred to restrictions maintained by Spain on the sale
of soyabean oil, which acted a2s barriers to imports of soyabeans. (L/4859).
VWithout wanting to go into detail he expressed the view that the Spanish
measures on scyateéan oil, processed from imported soyabeans, werae inconsistent
with Article IXI and Article XVII. He stated that the Spanish General Supply
Commission, which had a moncpoly over the marketing of soyasbezn oil,
maintained internal guantitative restrictions, and price controls on the sale
of soyabean oil, in a manner which discriminated against domestic sales of
soyatean oil processed from importsd scyz2beans, 80 as to afford protection
to domestic production of other edible oils. As a number of bilateral
approaches by the United States had been unsuccessful, the United States had
h2d ceonsultaticns with the Spanish Government under Article XXIII:1. These
consultaticns had not led to a satisfactory soluticn of the problem.

The representative of Spzin stated that he did not intend at this stage
to enter into the substance cf the matter, nor tc respond to thne United States
statement. The metter was guite complex and was presently -being studied by
the Spanish authorities. The matter was of direct concern to a long-
establisned Speaaish industry which was of grzat importance to his country.

He menticned that in the context of the important economic relations between
the United States and Spain many matters were being discussed, including the
przzent cne. The Spenish authorities intended to pursue these consultations
with thz United States with 2 view to arriving at a mutually satisfactory
soluticn.

The representative cf Brazil expressed his interest in the matter and
heped that & satisfactory solution could be achievad.

The Council urged the two parties to pursue their bilateral consultatiocns
under Article XXIII:1 and zgreed tc revert to the matter at its first meeting
early next year.
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7. Expcrt inflation insurance schemes (C/M/13Lk)

In June 1978 the Council had established a panel to examine whether and
under what conditions export inflation insurance schemes were export
subsidies within the meaning of Article XVI:k.

The report of the Panel was presented to the Council at its meeting on
25 July 1979 (L/L4813). The Chairman of the Panel expressed the hope that
the Panel's conclusions could provide some guidelines for the future
interpretation of the provisions of Article XVI as they applied to the types
of schemes under consideration.

One representative considered that the repert of the Panel confirmed
that export inflation insurance schemes, which involved significant cash -
transfers from the national budget, were export subsidies. The view was
also expressed that the report did not provide a workable test on whether
Article XVI was contravened or not by individual governments operating expert
inflation insurance schemes. It was suggested that this matter should be
dealt with as a question of priority by the Committee on Subsidies and
Countervailing Measures, once it was estabiished. In this connexion
reference was also made to the special situation of developing countries.

The Council adopted the report.

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

(a) ASEAN Agreement (C/M/132)

In November 1977, the Council had established a working perty for the
examination of the provisions of the ASEAN Agreement. The report of the
Working Party was presented to the Council et its meeting on 29 January 1979

(L/4735).

The Working Party had examined the implications of ASEAN tariff
preferences for the ability of the member States to reduce tariffs on an
MFN-basis, and the scope and application of provisions on non-tariff measures,
government procurement, ASEAN industrial projects and rules of origin.

Members of the Working Party had exvressed full support for the cbjectives
of the Agreement. The Vorking Party premared a draft Decision which it
recommended to the Council for adovtion. It was the United States
delegation’s understanding that the Jdecision was intended to meet the waiver
requirements of Article XXV:5.

The Chairman noted that there was a consensus in the Council, which was
composed of more than one half of the contracting varties, to adopt the
decision proposed by the Working Party. The Decision was therefore adopted

(L/L768).

The Council adopted the revort.
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(v) Australia-Pepua New Guinea Agreement (C/M/135)

At its meeting on 6 November 1979 the Council considered the report on
the operation of the Papua New Guinea-Australia Free Trade and Commercial
Relations Agreement, submitted by the delegation of Australia (L/L8L8).

The Council took note of the report.

(¢) Central American Cormon Market (C/M/132, 133)

At its meeting on 27 March 1979 the Council considered the reports
submitted, in accordance with the calendar of biennial reports cn develop-
ments under regional agreements, by the Secretarist of SIECA and by the
Government of Nicaragua on developmerts in the Central American Common
Market (L/LT31 and L/4731/A44.1).

The Council took note of the reports.

(d) Eurcpean Communities

(i} Accession cf Greece (C/M/13L, 135)

At its meeting on 25 July 1979, the Council was informed by the repre-
sentative of the Eurcpean Cormunities that in June 1975, Greece had presented
a request for accesczion to the European Cormunities and that, as a resuls,
instrumerts of accession had been drawn up, which were signed on 28 May 1979.
These had already been ratified Dy the Greek Farliament. Upon ratification
by the nine member States, CGreece would become the tenth member of the
Eurcpean Ccmmunities as of 1 Jaznuary 1981. He outlined the principal points
of the Accession Treaty in the commercial field and pointed out that the
texts of the Accession Agreements were being subtmitted to the CONTRACTING
PARTIES. The representative of Greece confirmed the statement by the
representative of the EZuropean Communities.

The Council took note of the statements.
At its meeting on 6 November 1979 the Council established =z working
party for the examination of the provisions of the documents concerning the

accession of Greece to the European Communities.

(ii) Lom® Conventicn (C/M/136)

At the meeting of the Council cn 16 November 1979 the representative of
the European Communities informed the Council of the signature, on
31 October, of the new Lomé& Convention.

The Council agreed to revert to this matter when the text of the new
Ccnventicn had been distributed.
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(iii) Informetion on developments furnished by member States

- Association between the EEC and Greece (C/i1/132)
- Association between the EEC and Turkey (C/M/132)

- fhgreements with Austria, Finland, Iceland, Norwaey,
Portugal, Sweden and Switzerland (C/M/136)

In accordance with the calendar of biennial reports on developments
under regional agreements, reports were submitted to the Council on
29 January 1979 relating to the Association between the EEC and
Greece (L/4765) and the Association between the EEC end Turkey (L/L7L48).
At its meeting on 16 November 1979 the Council received reports by the
parties to the agreements concluded by the European Communities and the
seven member States of EFTA and FINEFTA (L/4860-L/L4867T).

The Council took note of the reports.

(e) European Free Trade Association

(i) EFTA/FINEFTA (C/M/136)

At the meeting of the Council on 16 November 1979 the representative of
Iceland presented a progress report on the activities of the European Free
Trade Association and the Finland/EFTA Association (L/4850). The report
was submitted in accordance with the calendar of biennial reports on
developments under regional agreements. He stated that the EFTA countries
remained very dependent on foreign trade. This was illustrated by the
fact that, while accounting for only 1 per cent of the world population,
the foreign trade of these countries represented about 7 per cent of total
world trade, both imports and exports. Furthermore, the amount of average
imports per capita was higher than in any other trading area. He also
pointed out that, although faced with the difficult situation prevailing
in the world economy, the EFTA countries had taken recourse to protectionist
measures only in exceptional cases and in conformity with GATT procedures.
He also recalled that on 1 July 1977 the last remaining duties on most
industrial trade between the sixteen countries in EFTA and the European
Community had been removed.

The Council took note of the report.

(ii) Free-trade agreement between EFTA and Spain (C/M/13L)

At its meeting on 25 July 1979 the Council was informed that a free-
trande agreement had been concluded between the EFTA countries end Spain on
26 June 1979. A formal notification of the Agreement would be submitted to
the CONTRACTING PARTIES in due course.
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The Council took note of the information.

The Agreement has since been notified to the CONTRACTING PARTIES (L/486T).

(f) Agreements concluded by Finland

(i) Finland-Bulgaria Agreement (C/M/13Lk)

At its meeting on 25 July 1979 the Council nominated a new chairman of
the Working Party on the Agreement between Finland and Bulgaria.

(ii) Finland-Czechoslovakia Agreement (C/M/134, 135)

At its meeting on 25 July 1979 the Council nominated a new chairman of
the Working Party on the Agreement between Finland and Czechoslovakia.

At its meeting on 6 Fovember 1979 the Council considered the second
report of the Working Party on the examination of the provisions of the
Agreement between Finland and Czechoslovakia (L/4837). The Council took
note that the Working Party had not been zble to reach any unanimous
conclusion as to the compatibility of the Agreement with the provisions of
the General Agreement and as to the continuation of the work of the Working
Party. -

The Council adopted the report.

(iii) Finland-German Democratic- Republic.Agreement (C/M/134; 135)

At its meeting on 25 July 1979 the Council nominated a new chairman of
the Working Party on the Agreement between Finland and the Germen Democratic
Republic. :

The Working Party met again in September 1979 to contimue its
exemination under the terms of reference agreed by the Council in
Hovember 1975. The Working Party agreed that the chairman would mzke an
oral report to the Council.

At its meeting on 6 Hovember 1979 the Council took note of the rcport
and noted that the Working Party had agreed to mcet again in approximately
eighteen months.

(iv) Finland-Pcland Agreement (C/M/13k)

In May 1978 the Council established the Working Party on the Agreement
between Finland and Poland and authorized its Chairman to nominate the
chairman of the Working Party. At its meeting om 25 July 1979, the Council
was informed of the nomination.
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(g) Latin American Free Trade Association (C/14/133)

At its meeting on 27 March 1979 the Council considered the report,
submitted in accordance with the calendar of biennial reports on developments
under regional agreements, by the representative of Brazil on the activities
in LAFTA in 1976-1977 (L/4785).

The Council took note of the report.

(h) Lew Zealend-Australie Free Trade Agreement (C/M/136)

At the meeting of the Council on 16 November 1979 the representative of
New Zealand presented the seventh report on developments under the Hew Zealand-
Australia Free Trade Agreement (L/48T72). The report was submitteéd in accordance
with the calendar of bviennial reports on develomments under regional agree-
ments. He referred to Schedule A trade for which duties were progressively
reduced and bound at free. He pointed out that total two-way Schedule A
trade had increased from $459 million in 1975/76, to $A 567 million in 1976/7T7
and to $A 623 million in 1977/78. He also mentioned that as a result of a
continuing process of review two lists of further additions to Schedule 4 had
been made.

The Council took note of the report.

9. Waivers under Article XXV:5

(a) Brazil - Renegotiation of Schedule (C/M/133)

The representative of Brazil informed the Council at its meeting on
27 March 1979 that the renegotiations under the waiver Decision of
26 November 1975, which was to expire at the end of March 1979, had been
concluded with all interested contracting parties.

The Council took note of the statement.

(b) India - Auxiliary duty of customs (C/i1/133)

By Decision of 15 November 1973, as extended, the CONTRACTING PARTIES
had waived until 31 March 1979 the application of the provisions of
paragraph 1 of Article II to the extent necessary to enzblc the Govermment
of India to apply the temporary auxiliary duty of customs on items included
in the Indian Schedule. '

At its meeting on 27 March 1979, the Council considered a request by
India for an extension of the waiver until 31 March 1980 (L/L4790).
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The representative of India explained that the special circumstances
which had compelled his Govermment to maintein the auxiliary duty as a means
to provide resources for essential development needs continued to exist. He
expressed his delegation’s willingness to consult with any contracting party
which considered that serious damege was caused or threatened to be caused to
its trace interests. '

One representative believed that the number of items affected by the
waiver was ralatively small and he expressed the hope thet India would be
able to phase out the suxiliary duties in the course of the year.

The Council approved the text of a draft decision, extending the waiver
until 31 March 1980, and recommended its adoption by the CONTRACTING PARTIES
by postel ballet.

The Decision was adopted on 2 May 1979 (L/4k802).

(c) Pakistan - Renegotiation of Schedule (C/M/136)

Under the Decision of 29 November 1277 the Government of Pakistan had
been authorized to maintain in force the rates of duty provided in its
revised Customs Teriff pending the completion of negotiations for the
modification or withérawal of concessions in the Pakistan Schedule.

At the meeting of the Council on 16 Hovember 1979 the representative of
Pakistan presented a request for an extemsion of the waiver by one year
(L/4€09/Add.L).

The Council approved the text of a dreft decision extending the waiver
until 31 December 1930 (reproduced in Annex I) and recommended that the
decision be adopted by the CONTRACTING PARTIES by a vote at their thirty-
fifth session.

(d) Turkey - Stamp Duty (C/il/136)

In the context of its consultetion with Turkey under Article XVIII:12(b)
(see item 3(e) cbove), the Committee on Balance~of-Payments Restrictions
also examined the Turkish request for an extension of the Turkish Stamp Duty
waiver (L/4840). The report of the Committee (BOP/R/107) was presented to
the Council at its meeting on 16 November 1376.

The Committee had been of the view that the Stamp Duty should be
replaced by alternative measures. It had noted that it was the intention
of the Turkish authorities to introduce 2 fiscal reform which, once
implemecnted, would obviate the need for the Stamp Duty. The Committce had
racognized that in the present economic situation of Turkey the immediate
removal of the Stamp Duty could not be ziven first priority and recommended
that the CONTRACTING PARTIES grant an extension of the waiver.
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The Council approved the text of the draft decision proposed by the
Committee and recommended that the decision (reproduced in Annex II) be
adopted by the CONTRACTING PARTIES by a vote at their thirty-fifth session.

(e) Uruguzy - Import surcharge (C/1/13k4)

Under their Decision of 24 October 1972, as extended until
31 December 1978, the CONTRACTING PARTIXS 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 its meeting on 25 July 1979, the Council considered Uruguay's request
for an extension of the waiver (L/L806).

The representative of Uruguay informed the Council that reductions of the
maximum levels of the surcharge had been made and that work was proceeding
with a view to achieving a definitive change in the situation.

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

The Decision was adopted on 31 August 1979 (L/4825).

10. Reports under waivers

(a) Turkey - Stamp duty (C/M/133)

At its meeting on 27 March 1979 the Council considered s report by the
Government of Turkey submitted under the terms of the Decision of
17 spril 1978 (L/4779).

Some representatives sought information sbout the value-added tax which
was to replace the stamp duty. The representative of Turkey said that draft
legislztion which would replace the stamp duty by a value-added tax system,
would be presented to Parliament in the course of this year.

The Council took note of the report.

(b) United States

(i) Agricultural Adjustment Act (C/M/132)

At its meeting on 29 January 1979 the Council considered the twenty-first
annual report by the Tnited States on action taken under the Decision of
5> larch 1955 (L/Lk727).



L/L884
Page 2k

The representative of Wlew Zealand noted that with regard to dairy
troducts the situstion had remaired basically unchanged since 1960. He
expressed the hope that the results of the MIN would include commitments on
dairy products which wouwld help to rastore the balance of CGATT rights and

obligations.

The representetive of Australia urged the United States to adjust its
support arrangements so as to restore gradually normal trading conditions
through the elimination of import quotas and other barriers. He expressed
concern that under the 1977 Fcod and Agriculture Act the price support level
for milk had been increased. He expressed the hope that in establishing a
new demestic programme on sugar the United States would not embark on a
system of high domestic support and restricted import arrangements. He also
noped that lsgislative azuthority would soon be forthcoming for full United
States participation in the International Sugar Agreement.

The representative of the Zuropean Communities shared the concern
expressed by Australia and nNew Zeeland in respect of dairy products and
pointed out that the Community wanted to arrive at 2 situation at the end of
the Tokyo Round in which rights and obligations of contracting parties would
be better balanced.

The representative of the United States stated that the United States had
meticulously adhered to the waiver ccnditions and thet severzl products
involved had been liberalized. With regard to dairy products he expressed the
hope that a satisfactory solution would be found in the Miw. In respect cf
sugar he mentioned that his Government was in the process of obtaining
congressional ratificaticn for United States particivaticn in the International
Sugar Agreement.

The Council took note of the report.

(ii) Autcrotive products (C/#/135)

At its meeting on 6 liovember 1979 the Council took note of the annual
repcrt by the Government of the United States under the Decision of
20 Decexzber 1965 (L/4ELT).

11. Renegotizticn under Article XXVIII (C/14/131)

£t its meeting on 22 December 1978, the Council considered a raquest
from Czechoslovekia for an extension, until 30 June 1979, of the *ime-1imit
for the conclusion of its Article XXVIII:1 renegotiations. A communicazion
had also beer received from the United States indicating that the United
States would not be able to ccnclude these renegotiations vefore the end of
the year and that it needed ar cxtension of the time-limit uatil 31 iarch 1979.
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The representative of the European Communities steted that the same
extension of time-limit should normally be applicable to all Article XXVIII:1
renegotiations which were still in progress.

The representative of the United States stated that his delegation
intended to complete the renegotiations within three months, i.e. within the
time frame of the MIN.

The Council sgreed that the time-limit for the conclusion of the
Article XXVIII:1 negotiations should be extended for Czechoslovakia to
30 June 1979. and for the United States to 31 March 1979.

12. Accessions., Provisional Accessions

(2) Accession of Colombia (C/M/132, 136)

At their thirty-fourth session the CONTRACTING PARTIES esteblished &
working party to examine the application by Colombia to accede to the GATT,
The CONTRACTING PARTIES authorized the Cheirman of the Council to noninate
the chairmen of the Working Party.

At its meeting of 29 January 1979 the Council was informed of the
nomination.

The Working Party met in April 1979 and its report (L/4800 2nd 4Add.1)
wes presented to the Council, after the tariff negotistions between Colozmbic
end contracting parties had been conclucded, st the meeting of tke Council on
16 Wovember 1979. The Working Party had carried out an examination of the
Colombian foreign trade ragime and had given particulcr cttention to the
question of import and export restrictions aprlied in certain circumstances,
Colormbia‘s import licensing system, domestic taxes on imports, consular
metters, internsl taxes and customs voluation practices. Having cerried out
this examinetion end in the light of explsnztions given by the Colorbizn
representative . the Working Party had resched the conclusion that, supject
to the satisfactory conclusion of the relevent tariff regotictions, Colombiz
should be invited to n~ccede to the General Agreement. The Workiag Party ned
drawn up a draft Protocol of Accession. The concessions resulting from the
tariff negotictions between Colombic and contrecting parties in connexion with
Colombia‘s accession hed been circulated (L/4800/idd.1l) ané would be unnexed
to the draft Protocol.

The representztive of Colombiza drew attention to the time-linit in
paragrepn 5 of the draft Protocol according to which the Protocol of Accession
should be signed by Colombie before 31 December 1979. As the tarif?
negotictions had taken longer than expected and the Protocol of .iccessiorn would
be subject to raotification by the Colombien Parlianent, the time-limit
initi2lly forescen was no longer realistic. He therefore proposad that the
date in poragraph 5 be wuaended to read: 31 December 198C.
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Many delegations welcomed the accession of Colombia end expressed their
approval for the emendment proposed. One representative pointed out that,
in the case of developing countries, the terms of accession should be
interpreted widely so as to cover the special concerns of developing
countries.

The representative of Colombia expressed his appreciation for the work
of the Working Party and thenked the delegations for their welcome.

The Courcil approved the terms of the draft Protocol with the amendment
proposed by the representative of Colombiz.

The Council approved the text of the draft decision on the Accession of
Colomtis (reprcduced in Annex III) end recommended that the dscision be
adopted by the CONTRACTING PARTIES by a vote at their thirty-fifth session.

The Council adopted the report.

(b) Accession of Mexico (C/M/132, 135, 136)

At its meeting on 29 January 1979 the Council considered an application
ty the Covernment of Mexico to initiate negotiations with a view to poscible
accescion under Article YXXIII of the General Agreement (L/LT66).

The representative of Mexico stated that his Government, in takirg a
decision to initiate negotiations for accession, hed taker into considerstion
the situation thet would arise at the close of the MIN and the fact that trhe
contritution of Mexico to the MIN would constitute part of the conditions of
sccession under Article XXXIII. The delegation of Mexico had received froem 2
number of contracting parties a favourable reaction both as regards the appli-
cation to initiate negotiations for accession and their asttitude towerds
Mexico in such negotiations in the light of its stage of development. Mexico
hed fully perticipated in the MIN from the beginning with 2 view t¢ arriving
et better conditions for its foreign trade. He stressed the importance for
Mexico that the results of the MIN should be advantageous as a2 whole, if it
were to join the GATT on en acceptable basis.

Numerous representatives welcomed the decision by Mexico to initiate
acgotiations for accession.

The representative of the European Community said that the Community
would enter into negotiations with Mexico cn the basis cf reciprocity
consistent with Mexico's development, financial and trade needs and that it
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would be realistic and pragmatic in its approach. The Cormunity expected
Mexico to assume commitments similar to those assumed by other developing
contracting parties which were in a comparable economic situation. Mexico
would fully benefit from the legal guarantees linked to its status as a
contracting party and of the rights which would derive from the multilateral

trade negctiatious.

The Council decided to establish a working party to examine Mexico's
application to accede to the GATT under Article XXXIII.

t its meeting on 6 November 1979 the Council considered the report of
the Working Party (L/48L9). The Working Party had carried out an examination
of the Mexican foreign trade régime and had taken up matters relatirg to
Mexico's industrial development plan, tariffs and additional duties, the
customs valuation system, licensing and import restrictions and regulations,
consular matters, State trading, expcrt restrictions, etc. Having carried
out this examination and in the light of the explanations and statements by
the Mexican representative, the Working Party had reached the conclusion
that, subject to the satisfactory conclusion of the relevant tariff negotia-
tions, Mexico should be invited to accede to the General Agreement. The
Working Party had drawn up a draft Protocol of Accession which referred
inter alia to Mexico's programme of gradual substitution of tariff protection
for prior permits, its system of valuation and the National Plan for
Industrial Develcopment.

Meny delegations welcomed the accession of Mexico. They considered the
report and the Protocol of Accession tc be an important expression of the
political will of both Mexico and its trading partners to find co-cperative
solutions on the basis of which Mexico could become a contracting party to
the GATT.

The Council approved the text of the draft Protocol of Accession with

' the understanding that the Schedule LXXVII - Mexico would be circulated as
soon as possible as an addendum to the Working Party's report and would be
annexed to the Protoccl of Accession. The Council alsc approved the text of
the draft Decision and agreed that the Decision would be submitted to a vote
by postal ballot when the Mexican Schedule had been circuleted.

The Council adopted the report of the Werking Party.

The representative of Mexico expressed his appreciation for the work of
the Working Party. He stated thet his authorities were in the process of
consulting 211 interested sectors in his country in crder to obtain their
views on the terms of the Protoccl and the tariff concessions which Mexico
had been negotiating.
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At its meeting orn 1f November 1979 the Council noted that it had not
yet been possible for Mexico to complete its negotiations fully. The Council
agreed that if it would be possible for Mexico to circulate its schedule
vefcre this matter was being considered by the CONTRACTING PARTIES, the draft
decision on the Accession of Mexico (contained in Annex IV) would be sub-
mitted for adoption by the CONTRACTING PARTIES by a vote at their thirty-

fifth session.

{¢) Accession of the Philivpines (C/M/133, 136)

In Noverber 1978 the Council had extablished a working party to exemine
the applicaticn for accession to the GATT by the Government of the

Philippines.

At its meeting on 27 March 1979 the Council considered the report of
the Working Party (L/478%). The Working Party had carried ocut an examination
of the Philippines foreizn trade régime and had paid particular attention to
the arti-dumping law, the application of countervailing duties, flexitle
tariff rates, differential internal tax rates, foreign exchange regulatcry
measures, consular formalities, customs valuation, merking requirements arnd
State trading. With regard tc the differential internzl tax rates the
Working Party noted that it was the irtention of the Philippines' Government,
in reviawing its internal tax systenm, ccnsistently with its aevelcpment,
financial and trade neceds, tc bring thke system into line with the provisions
of the General Agreement, including Article III. Tre Working Party
recommended that the Philippines should be given & five-year pericd to
achieve this. The Working Party reached the conclusion that, sutject to the
satisfactory conclusion of the relevant tariff negotiations, the Philippines
should be invited to accede to the GATT under the provisions of Article XXXIII.

Several delegaticns supperted the adeption of the report.

The Council approved the text of the draft Prctoccl of Accession,
including the date of 1 December 1979 to be inscrted in paragraph € of the
Protocol, on the understanding that, when the tariff negotiations with the
Philippines hed been terminated, Schedule LXXV would be circulated tc the
contracting parties as an addendum to the Working Party's report and would be
annexed to the Protoccl of Accessisn. The Ccuncil zlsc approved the text of
the draft Decisicn and agreed that the Decizion would be subrmitted to a vote
by postal ballct when the Philippines Schedule had been circulated.

The Council adopted the report ¢f the Working Party.
The representetive cf the Philippines, in expressing his appreciation
h

he work parformed by the Working Party, szid that his authorities would
te the tariff negotiations as socn as possitle.
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At the meeting of the Council on 16 November 1979 the representetive of
the Philippines urged the contracting parties which had not yet already done
So to return their completed ballot paper as soon as possible.

(d) Provisional Accession of Tunisia/{C/M/136)

At the meeting of the Council on 16 November 1979 the representative of
Tunisia requested a further extension of the Declaration of 12 Hovember 195
on the Provisional Accession of Tunisia to GATT, which was due to expire cn
31 December 1979. She steted that Tunisia was currently examining the most
adequate means and procedures for full accession to the General Agreerent on
Tariffs and Trade, and the extension would allcw the Tunisian authorities to
make & better study in regard to definitive accession to GATT.

The Council sgreed to refer this matter to the CONTRACTING PARTIES for
their consideraticn at their -thirty-fifti session. Ia order tc facilitste
consideration of this matter by the CONTRACTING PARTIES, the secretariat
was rejuested to prepare a draft of a Proc€s-Verbal Extending the Declaration
on the Provisional Accession of Tunisia, as well as a draft Decision
Extending the invitation to Tunisia to participate in the work of the
CONTRACTING PARTIES (L/4879).

13. Safeguards
(see L/L88L/AG4.1)
14, Implementation of UNCTAD Resolution 131 (V)

(see L/488L/AGA.1)

15. PRelationship between the Agreements evolved in the MIN and the GATT

(see L/L488L/AG4.1)

16. Multilateral Agricultural Framework (C/M/136)

At the meeting of the Council on 16 November 1979 the repre=9ntat1ve
of Argentina recalled that towards the end of 1978 the Group "Agriculture”,
within the context of the MTN, had expressed a broad consensus on the need
for an improved level of international co-operatlon in matters affecting
agricultural policies and trade. In this connexion, the Group had mentioned
the possibility of establishing an appropriate instrument under the acgis of
GATT. He further recalled that in April 1979 the Group rade a recommendation,
which was accepted by the TNC, that the CONTRACTING PARTIES further develop
active co-operstion in the agricultural sector within an appropriate
consultative framework. It was therefore recommended to the CCNTRACTING
PARTIES that the definition of this framework and its tasks be worked out
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as soon as possible. Since then further consultations had been held. On

the basis of these consultations he now proposed to the Council that in the
light of the recommendation in the Trade Hegotiations Committee to the
CONTRACTING PARTIES to further develop active co-operation in the agricultural
sector, the Director-General be requested to consult with interested delega-
tions on this matter, and to report to the next regular session of the
CONTRACTING PARTIES. He added that he of ccurse meant the session of *he
CONTRACTING PARTIES next year.

A number of delegations expressed serious disappointment at the result
of recent developments in this field. They considered the present proposel
a substantial retreat from earlier proposals and far less than what they
had hoped to achieve in the negotiations. They stressed the importance of
agricultural trade and the need of agricultural policies to be developed in
a menner which did not adversely affect international trade and which would
work towards the expansion of trade in sgricultural products and towards
improved efficiency in the use of world agricultural resources. They could
accept the proposal in the present circumstances as the only possible way
to proceed. They looked forward to meaningful consultations at an early
stage and at a high level and to the subsequent report by the Director-General.

Many other delegations also supported the proposal and expressed their
interest to participate in the consultaticns.

The Council agreed that in the light of the recommendztion in the
Trade Negotiations Committee to the CONTRACTING PARTIES to further develcp
active co-operation in the agricultural sector, the Director-General was
requested to consult with interested delegetions on this matter, and to
report to the next regular session of the CONTRACTING PARTIES.

17. Ccnsultationson trade

(i) Hungary (C/M/13%)

The Prctocol fer the accession of Hungsry provides for consultations to
be held bienrially between Hungery end the CONTRACTING PARTIES in order to
carry out a review of the operation of the Protoccl and of the evolution of
trade between Hungery and contrecting parties.

At its meeting on 25 July 1979 the Council estatlished a working party
to conduct the third consultation with the Government of Hungary.

(ii) Romepia (C/M/135)

The Protococl for the Accession of Romania provides for consultaticns %o
be held biennially between Romania and the CONTRACTING PARTIES in order to
carry out a review of the development of reciprocal trade between Romania
and the CONTRACTING PARTIES.
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At its meeting on 6 November 1979 the Council established a working
party to conduct the third consultation with the Govermment of Romania.

18. Trade in textiles

- Report on the annual review by the Textiles Committee (C/M/134)

At its meeting of 25 July 1979 the Council considered the report by the
Textiles Committee on its annual review of the operation of the Arrangement,
submitted in accordance with the provisions of Article 10:U4 of the
Arrangement (COM.TEX/13). The review had been based on a report from the
Textiles Surveillance Body on its activities from November 1976 to
October 1978 (COM.TEX/SB/365).

The representative of India pointed out that, apart from minor
exceptions, the textiles trade of the developing countries was restrained in
the most important developed markets. Furthermore, he recalled that at the
time of renewal of the Arrangement, provision had been made for the
possibility of jointly agreed reasonable departures from the Arrangement with
the stipulation that a return be made to the framework of the Arrangement in
the shortest possible time. As the period for this provision should naturally
be shorter than the life of the Arrangement itself, he urged those who had
departed from the Arrangement to revert to the Arrangement as soon as possible.
He also stressed the impcrtance of introducing adjustment assistance
measures for countries maintaining restrictive import régimes.

The Council adopted the report.

19. De facto application of the GATT to newly-independent countries (C/1i/135)

At its meeting on 6 November 1979 the Council considered the fourth
report by the Director-General on the application of the Recommendsation of
11 November 1967 (BISD 155/64), inviting contracting parties to continue to
apply the General Agreement de facto in respect of newly-independent
territories on a reciprocal basis. (L/4BU6 and Add.1).

The Council took note of the report and invited the Director-General to
remain in contact with the governments of the States concerned and to report
again on the epplication of the Recommendation within three years.

20. Training activities (C/i/136)

At the meeting of the Council on 16 November 1979 the Director-General
presented a report on training activities (L/4370). He stated that the
commercial policy courses, organized by GATT since 1955, constituted one of
the activities to which contracting parties attached considerable importance.
The fact that members as well as non-members of GATT could participate in
these courses gave them a universality which could only be beneficial. He
mentioned thet the financing of the courses was now wholly ensured ty the
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GATT, although UNDP continued to act as liaison with the govermments and .the
candidates. He was grateful for this continuing co-operation. He stated
that in 1930 in addition to the principal courses, two special courses would
be organized with the financial support of Finland, Norway and Sweden. These
courses were reserved for some thirty participants from the least-advanced
countries. He thanked the Hordic countries for this important initiative.
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 also thanked representa—
tives of delegations and international organizations for the lectures they
had given.

A great number of representatives of developing countries expressed their
appreciation for the courses. They had been able to send participants to
these courses and considered them of great benefit. One representative
believed that, since the courses were no longer financed by UDP ut were
totally paid by GATT, participation in the courses by non-contracting parties
shculd be made subject to these governments sharing part of the costs.

The Council took note of the report.

21. Administrative and financial questions

(a) Committee on Budget, Finance and Administration

(i) Exchange rate problems (C/:i/131)

At the meeting of the Committee on Budget, Finance and Administration
in October 1978 and et the meeting of the Council on 14 Hovember 1975, there
hzd been discussions on the problems resulting from exchange rate fluctuations
and on the adverse effects of these on the pensions and remunerations of the
professional staff. The Council had established an Informel Contact Group,
composed of members of the Budget Committee, representatives of the
secretariat and of the staff.

4t its meeting on 22 December 1973 the Council considered the revort of
the Informal Contact Group (C/W/31L). On the basis of the report and having
nad e thorough discussion of the whole issue at 2 meeting at the level of
fieads of Delegations the Council adopted a decision (C/104) and took note of
the revort of the Infcormal Contact Croup. The Decision provided that the GATT
should maxe known to the General Assembly in an appropriztce manner its concern
about these problems and submit a copy of the report of the Informal Contact
Group. Furthermore, no action should be taken which would undermine the
United Wations ccmmen system. Finally, certain conservative measures were
agreed which included the transfer to z special and temporary account of
certain surpluses.
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Scme representatives expressed reservations about the freezing of certain
surplus funds.
The Council took note of the statements.

(ii) Arrears of comtributions (C/M/136)

At the meeting of the Council on 16 November 1979 the Chairman of the
Comittee on Budget, Finance and Administration presented a report of the
Committee on the question of outstanding contributions (L/4853). He said
that many efforts had been made by the Director-~General and the secretariat,
as well as by the Committee itself in its reports, to encourage governments
to pay promptly their contributions to the GATT. The Committee now reported
that the situation was steadily detericrating and the present amount of
arrears of contributions was Sw F 5.5 million, which corresponded to over
14 per cent of the budget. The Committee's report described some measures
used by other international organizations, but as most of these measures gave
rise to questions of principle, the Committee sought further guidance. In
the light of any comments the Committee would make specific proposals next
year. :

The Chairman said that in the light of the Committee's report and from
the statement of arrears in contributions it was clear that the situation
had deteriorated steadily, in spite of the fact thet this matter had been
drawn to the attention of the CONTRACTING PARTIES and of the Council
repeatedly. He made a renewed appeal to govermments which were in arrears
to ensure early payment of outstanding contributions.

The Council took note of the request by the Budget Committee for
guidance as to possible measures to be teken to improve the situation. The
Director-General would welcome any suggestions which the Budget Committee
could take into account in considering this matter next year.

The Council agreed that this matter should be drawn again to the’
attention of the CONTRACTING PARTIES at their thirty-fifth session.

(iii) Report of the Committee (C/M/136)

At its meeting on 16 November 1979 the Council considered the report
of the Committee on Budget, Finance and Administration (L/4852). The
Chairman of the Committee stated that the Committee had been faced with the
task of financially accomodating the shift in GATT from negotiating towards
implementing the results of the Tokyo Round. This would, as of 1980, leed
to additional responsibilities and to new activities. While there was &
concensus emwerging on the future rdle of GAIT, no formally approved work
programme existed on which the budget estimetes could be based., There was
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therefore a need for flexibility until sufficient experience had been gained
in the post-MIN period. He said that in consultation with the Director-
General some reductions in the originzl budget estimates had been made. He
elso mentioned the need of arriving at savings by spreading out the meetings
more evenly over the year.

The Director-General drew attention to the constant deterioration of
the UN Common System and its inability to protect the interests of the
Geneva~based staff. He expressed the hope that govermments would teke action
in the appropriate UN bodies to ensure the improvement in the system. With
regard to the use of the Spenish languege he mentioned that during the
negotiations translation into Spanish of technical documents and interpretation
ir TN meetings had been provided. He stated that the budget estimstes for
1980 had been =stablished so as to provide the same services for the
implementation of the results of the negotiations as well as for the other
operational activities of GATT.

Severel delegations expressed appreciation for the increased possibilities
for the use of the Spanish language. This would contribute to e better
varticipation of Spenish-speaking delegations.

A number of delegations commented on individual points in the report.

The Council apprcoved the recommendations made in the report of the
Cormittee and recommended the adoption by the CONTRACTING PARTIES, zat their
thirty-fifth session, of the report, including the recommendations contained
therein and the Resolution on the expenditure of the CONTRACTING PARTIES
in 1980 and the ways and means to meet such expenditure.

(v) Deputy Director-General post (C/i/13h4)

At its meeting on 25 July 1979 the Council agreed that the reclassifi-
caztion of one D.2 post to the level of Deputy Director-General should remain
effective for a further period ¢f seven months until 29 Februery 1980.

(¢c) Firal pesition of the 1978 budget (C/¥/133)

At its meeting on 27 March 1979, the Council considered the Report on
the Final Position of the 1978 Budget of the GATT (L/L4787). The Council
suthorized the necessary increase in the appropriation in respect of certain
excess expenditure and approved the proposed financing.

£2. Arrengements for the thirty-fifth session (C/M/134)

At its meeting on 25 July 1979, the Council agreed that the thirty-fifth
session of the CONTRACTING PARTIES should be opened on Monday, 26 November 1979
and that its duration should be fixed at three to four days.
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ANNEX I

PAXTSTAN - RENEGOTIATION OF SCHEDULE

Extension of Time-Limit

Draft Decision

Considering thet the CONTRACTING PARTIES, by Decision of 29 November 1977,
suspended the application of the provisions of Article II of the General
Agreement to the extent necessary to ensble the Government of Pakistan to
maintain in force the rates of duty provided in its revised Customs Tariff,
subject to certain specified conditions;

Considering that among the conditions mentioned sbove was the obligation to
conduct negotiations or consultations in conformity with paragraphs 1 to 3 of
Article XXVITII and to terminate such negotiastions or consultations before
31 December 1979;

Considering that the Government of Pakistan 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 conclusion

by one year;

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

Decide that the time-limit provided for in paragreph 3 of the Decision of
29 November 1977 shall be extended until 31 December 1980.



L/488%
Page 36

ANVEX 1T

TURKEY - STAMP DUTY

Draft Decision

Considering that the CONTRACTING PARTIES, by decision dated 20 July 1963,
11 November 1967, 24 August 1959, 30 January 1973, 3 July 1973, 15 July 1975
end 17 April 1978 waived, subject to specified terms and conditions, the
provisicns of paragraph 1 of Article II of the General Agreement to the
extent necessary to allow the Govermment of Turkey to meintain as a temporary
meeasure, the Stamp Duty not exceeding a specified ad velorem rate, on imports
into Turkey of products included in Schedule XXXVII, until 31 December 1979;

Considering that the Government of Turkey has requested en extension of
the waiver to permit the maintenance of the Stamp Duty until the end of the
Fourth Five-Year Developmen:t Plan on 31 December 1983;

Considering that the Govermment of Turkey has espplied, as from
1 January 1973, the seme rates of Stamp Duty to imports from the territories
cf all contracting parties, and has undertaken to do so in the future;

Taking note of the present extremely difficult balance-of-pzyments
situation;

Teking note that the Government of Turkey has assured the ccntracting
parties that a fiscal reform would be introduced which would enegble it to

eliminate the Stamp Duty;

Sharing the view of the Fund that the Stamp Duty should be replaced by
alternative measures in the ccntext of a comprehensive programme to restore
external and internsl Ybalance;

The CONTRACTING PARTIES, acting pursuart to the provisions cf
peregraph 5 of Article XXV of the General Agreement and in accordance with
the procedures adopted by them on 1 November 1556;

Decide tc waive, subject to the terms and conditions specified hereunder,
the provisions of paragreph 1 of Article II of the General Agreement to the
extent necessary to sllow the Government of Turkey to meintain, as a
temporary measure, on imports into Turkey of products inecluded in
Schedule XXXVII a Stamp Duty.

Terms eand conditions

1. The rate of the Stamp Duty shell not exceed 25 per cent of the value of
the imported goods as assessed for the imposition of the customs duty, and
shall be lowered progressively, as circumstences permit.
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2. The continued application of the Stamp Duty shall be accompanied by
cormensurete efforts by the Government of Turkey to replace it by zlternetive
neasures.

3. The Government of Turkey shall report one year from the date of this
waiver on the progress made towards substituting other economic measures
for the Stamp Duty.

L. The Decision shall be valid until the removal of the Starp Duty or
until 31 December 1981, whichever date is earlier.

5. If any contracting party considers that the effect of the Stamp Duty
maintained under this Decision is unduly restrictive and that damage to its
trade is caused or threstened thereby, it may meke representations to the
Government of Turkey, which shell accord sympethetic consideraticn to such
representations and afford that contracting party adequate oppertunity for
consuitation.

6. If such consultetion dces not lead to satisfectory results the
contracting perty concerned may request the CONTRACTING PARTIES to invite
Turkey to enter into consultations with them. If, es e result of these
consultations with the CONTRACTING PARTIES, no agreement is reached and if
they determine that the effect of the Stamp Duty is unduly restrictive end
that serious demage to the trade of the contracting party initiating the
procedure is threctened or caused thereby, the latter will be released from
its obligations to epply to the trade of Turkey ccncessicns iritially
negntiated with Turkey to the extent that the CONTRACTING PARTIES determine
to be appropriate in the circumstances.
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AVNEX ITI

ACCESSION OF COLCMBIA

Draft Decision

The CONTRACTING PARTIES,

Having regard to the results of the negotiations directed towards the
eccession of the Government of Colombia to the Geneeal Agreement on Tariffs
end Trade and having prepared & Protccol for the accession of Colombia,

Decide, in acccrdance with Article XXXTII of the General Agreement, that
the Government of Coclombia may accede to the Gene*al Agreement on the terms
set cut in the said Protocol.
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ANNEX IV

ACCESSICN OF MEXICO

Draft Decision

The CONTRACTING PARTIES,

Having regard to the results of the negotiations directed towards the
accession of the Govermnment of the United Mexican States to the General

Agreement on Tariffs and Trade end having prepared a Protocol for the
accession of the United Mexican States,

Decide, in accordance with Article XXXIII of the General Agreement, that
the Government of the United Mexican States may accede to the Gereral
Agreement on the terms set cut in the szid Protocol.



