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l. Statement by the Observer for the Organization of American States

The CHAIRMAN welcomed the Observer for the Crganization of Americen States.
He recalled that recently an agreement of cc~operation had been concluded by
the Organizstion of American States and the CONTRACTING PARTIES, and said that
this was the first time the Organization of Ameirican States was represented by
an observer abt a session of the CONTRACTING PARTIES.,

Mr, MORAIES (Organization of American States) thanked the CONTRACTING
PARTIES for the opportunity to address them on behalf of his Organization. The
Latin American countries had become increasingly aware of the importance of the
work of the CONTRACTING RARTIES for the expension of trade =nd the Secretariat
of the Organization of Americen States had csglled on member countries which were
not so far signatories to the General Agreement to study the convenience for
them of acceding to GATT so as to discuss in this forum with other contracting
parties problems of trade such as those which might arise in connexion with the

moves towards economic integration in Europe, The work of the CONTRACTING PARTIES,

particularly in the field of expansion of exports of less~developed countries
and in their study of sgricultural policies was of vital concern to tha Latin
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Americen countries, He was convinced that a close co-operation between the
two orgenizations would prove mutually advantageous end the Organization of
ZAmerican States was looking forward %o having in-its meetings the voice and
expert advice of the Executive Secretary of GATT.

2. Expansion of Trade — Report of Committee III (L/1162)

The CHAIRMAN recalled that the previous meeting had been adjourned
before all representatives had had an opportunity to comment on the report
of Committee III and that it had been agreed to resume the discussion at
the following mesting.

Mr, RIBEIRO AYEH (Ghana) stated that his delegation was concerned about
the extent of protectionism in its various forms which continued to affect a
large share of trade, as had clearly been shown in the report of the Committee,
He was pleased to see some relaxation of trade barriers, as noted in paragraph 7
of the report., However, much remained to be done, For example, cocoa, a
product of great importancs for Ghana, continued to be subject to high
tariffs in most countries and in some instances rnot only to high tariffs but
also newly discriminatory tariffs suech as those being established in connexion
with the movement towards market integration by the Community of the Six.
Referring to the practice of giving relatively less favourable import
treatment to the processed product as compared with the unprocessed product,
the representative of Ghana pointed out that zlthough imports of cocca beans
were admitted free of duty into the United States and the Benelux countries,
cocoa powder, cocoa paste and cocoz butter werc dutiable upon importation
into the United States at rates equivalent to 4, 2 and 6 1/4 per cent
respectively and imports of cocoa butter and paste into the Benelux countries
were subject to duties of 6 and 10 per cent respectively,

Ghana had elways admitted the need for protection in the case of
count ries with infant industries, but in the cases mentioned, as in almost
all instances where such protection was applied by industrialized countries,
there was no justification for these tariffs. On the other hand the
maintenance of such tariffs had a very marked adverse effect on the
possibilities for the development of processing industries in producing
countries. It was hoped therefore that the discriminatory import treatment
would soon be abolished through the elimination of tariffs on these products,
This hope was baged on the signs of an increasing awareness of the inter-
dependence of all countries economic and otherwise and the evolution of a
world-wide sense of mutual responsibility, This growing awareness of the
nmoral and practical obligation of all countries to help each other was
illustrated by the welcome financial and technical assistance which-hed
been extended by many countries, notably the United States, to legs~developed
countries throughout the world. However, in addition to this financial and
technical aid, it was necessary to provide at the earliest possible time
increasing trading opportunities for the less-developed countries, On the
other hand, less-developed countries themselves should give serious and
sympathetic consideration to the creation of a favourable investment climate
in their respective countries in order to facilitate the inflow of foreign

capital,
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In summery Mr, Ribeiro Ayeh said that protectionist policies of any
kind were the greatest deterrent to the expansion of trade and should therefore
not be practised any longer than was absolutely necessary. The rate at which
protectionist policies were to be abandoned depended to a large extent upon
the sense of moral duty on the part of the more-developed countries toward:
their neighbours and particularly towards the less-developed counbtries which
would in the future be faced with even more serious social and economic
problems than at present unless it was possible for them to improve rapidly
and significantly the standerd of living of their people.

Mr, DUHR (Luxemburg), speaking on behalf of the Member Countries of the
Buropean Economic Community, welcomed the progress which had been made by
the Committee in dealing with the problem of the expansion of trade of less~
developed countries and the dynamic approacih and the spirit of mutual
understanding which had characterized the work of the Gommittee., He recalled
that et the fifteenth session the Member Countries had advocated such a dynamic
programme of work in order to find rapidly the most promising and appropriate
solutions to the nroblem of expanding trade snd had also expressed the hope
that this work could be conducted in an atmosphere of mutual confidence. He
noted the obstacles which had been listed in the report as representing
barriers to the expansion of trade and the recommendations for their
reduction and elimination., He expressed the view that some of the recommende-
tions especially those affecting fiscal charges should be further studied in
order to determine, on the basis of an objective and scientific analysis,
the benefits and costs of the proposed changes in fiscal charges or structures.
Such a thorough and impartial study of the particular measures and recommenda=-
tions was essential if the work of the Committee was to have a lasting
influence on the decisions of those responsible for the determination of
commercial and fiscal policies, He welcomed the start which had been made in
dealing with sections 3 and 4 of the work programme of Committee III, and he
expressed the hope that the experts would not lose sight of measures to assist
less~developed countries in the fields of production and marketing. He also
welcomed the inclusion of a number of manufactured products into the second
list of products to be studied by the Committee, especially as it was felt
that part of the problem faced by the developing countries in developing
their economies and increasing their export trade would have to be achieved
by a diversification of production and an increase in consumption. In
concluding his remarks, Mr, Duhr associated himself with the previous speakers
in congratulating the Committee and its Chairmaen on the valuable work they
had done, and he assured the CONTRACTING PARTIES that, as in the past, the
Siz would continue to assist the Committee in its effort to find appropriate
solutions for the problems encountered by less-developed countries.

Mr, GAJINOVIC (Yugoslavia) stated that his delegation shared the view
expressed by other delegations that the Committee had made significant progress
towards the solution of problems involved in the modification and elimination of
obstacles to exports from the under-developed countries, He commended the
spirit of understanding and co-operation which had prevailed in the work of
the Committee. It was particularly promising to see that in its present '
report the Committee had gone beyond the mere recording of established facts.

He was pleased that the unanimity which had been shown at the fifteenth
session of the CONTRACTING PARTIES in the first appraisal of the barriers to
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exports from less~developed countries had been followed by moves by some
developed countries towards the reduction snd elimingtion of these barriers,
However, much remained to be done, not only in eliminsting barriers to

trade but also in assisting the less-developed countries to Jiversify their
economies, for example, by assuring them edequate opportunities for the
export of industrial products. He expressed the hope that the recent trade
liberalization measures would soon be followed by further steps in the same
direction and would thus make it possible for the CONTRACTING PARTIES to note
a further snd more significant advance at the seventeenth session,

Mr. IBSEN (Norway) stated that assistence to the development of the
lesg~developed countries was considered by his Government to be of utmost
economic and political importance and also a moral obligation on the part of
the developed countries, Norway was determined to contribute within the
limits of its possibilities to the solution of these problems. His delegation
shared the view expressed by other delegastions concerning the work of
Committee III and agreed with the programme of future work outlined in the
report, With reference to the recommendations contained in paragraph 9 of
the present report, he announced that g considersble part of the quantitative
restrictions which it had so far been necessary to retain, some of which
affected goods of immediate interest to less~developed countries, would be
abolished as of 1 July 1960. His Govermment was hoping to take further steps
in the direction of import liberalization during the course of the year both
as regerds import restrictions and duties. Furthermore, on 1 July 1960 Norway
would reduce the level of iaternal taxes on chocolate and it was estimated
that this reduction in taxes would lead to a decrease in the retail price of
chocolate bars by about 30 per cent. 1In conclusion, Mr, Ibsen said that his
Government would continue its efforts to contribute as effectively as possible
to the expunsion of trade of less-developed countries,

Mr,. KASTOFT (Denmark) stated that his delegetion had noted with great
satisfaction the marked progress of the work of Committee III and with respect
to its future work programme his delegation fully shared the views expressed
by Mr. Swird (Sweden). He noted that the Committee had recommended that
contracting parties, during this session or gv the next meeting of the
Committee in September, should report on action taken towards modification-
or elimingtion of measures affecting the trade of less~developed countries.
He stated that he was happy to be in a position, in a provisional way, to
inform contracting parties that the turnover tex on cocca beans would be
decreased in the near futurec., More detailed information on this matter would
in due course be communicated to the sccretariat,

Mr, ADAIR (United States) stated that the third progress report of the
Committee end the recommendations contained therein were receiving the careful
attentior of his Government, The United States Government would -continue to
give full and sympathetic consideration to the interests of less-developed
countries and his delegation would report to the CONTRACTING PARTIES, probably
at the September meeting of the Committee, concerning action on measures
affecting the export trade of less-~developed countries, He asked less-
developed countries, on their pemt, to examine carefully the pattern and
prospects of their export and import trade and to submit at an early time
request lists containing -items with real trade expansion potential for the
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coming tariff negotiations. The United States would consider these requests
carefully and sympathetically. He expressed the hope that many less-~developed
countries would join in these negotictions. Tariff concessions by the

United States could take the form of a reduction or a binding of the tariff
duty or applicable import taxes or the binding of duty~free treatment, It

was his Government'!s hope that within the context of world-wide trade
liberalization special consideration would be given by contracting parties

to provide increasing trading opportunities for less-developed countries
which re~entered these markets after a long time or entered these markets for
the first time.

Sir John CRAWFORD (Australia) stated that it was impossible to exaggerate
the importance of the work of this Committee. In his opinion Committee III
and Committee II probably dealt with the most difficult aspects of the work
of the CONTRACTING PARTIES. Further success in the work of the CONTRACTING
PARTIES in these fields could make an important contribution towards
international understanding and rising levels of prosperity everywhere.
Commenting on the future work of Committee III, he thought it dangerous to
talk about market disruption without, at the same time, giving serious
attention to the need for trade expansion, particularly of less—developed
countries, What was wanted were growing market opportunities especially for
the products of developing economies consistent with the avoidance of market
disruption, It was certain that it was easier to allow import growth without
disrupting established markets when economies were expanding. He Telt that
the recognition of this fact was crucial to the work of the Committee, Refer-
ring to the close inter-relationship between trade and aid, he pointed out
that although aid was important, practical measures permitting the expansion
of trade of less-developed countries might prove even more rewarding to the
welfare of the developing countries than aid. Aid could be completely
frustrated if the newly developing countries were not assured of prosperous
trade. Although much of the work of the Committee was long-term in
character and had to be accepted as such, contracting parties must not and
need not act as though short-term results were not prascticable., Australia
therefore supported procedures designed to test more solidly and vigorously
the scope for more immediate action on some items, for example, with respect
to goody subjeet to high revenue duties which stifled consumption and with
respect to semi-manufactures hampered by restrictions which appeared to go
beyond the steps needed to avoid market disruption. In conclusion, Sir John
Crawford stressed again the importance of comsidering the gquestion of market
disruption and trade expansion in relation to each other, In seeking a
solution to these problems, all contracting parties should pool their
experience. Australia had had some valuable and rewarding, although at
times, controversial experience in this field., Australla was prerpared to
work for concurrent progress on both problems and the Australian delegation
would support all reasonable steps designed to speed up the work of the
Committee for producing further and substential results,

Mr. de la FUENTE LOCKER (Peru) welcomed the considerable progress
which had been made by the Committee in finding a practical approach towards
the solution of some of the urgent problems faced by the less-developed
countries, His delegation welcomed particularly the recent liberalization
measures which had been introduced by e number of industrialized countries
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in response to the recommendations of the Committee, However, he agreed with
other delegations which had emphasized that much remained to be done. Further
liberalization measures should not be delayed, The rapid solution to the
problem of finding increased opportunities for less-developed countries for
expanding their exports was of utmost importance if the less~developed countries
were to be enabled to maintain and improve the standard of living of their
rapldly rising populations, The imposition of high fiscal charges in a

number of industrialized countries on some of the products of less-developed
countries was one of the most serious barriers to the expansion of the export
trade in these products, The effect of these taxes ran counter to the
objectives of the General Agreement and the problem should therefore be
thoroughly studied by the CONTRACTING PARTIES., In view of the high levels

of prosperity and economic activity which prevailed at present in most
industriael countries, the maintenance of import restrictions by these countries
appeared to be no longer justified on economic or balance~of--payments grounds,
The practice, for political reasons, of maintaining uneconomic industries in
production, be it through subsidies or guaranteed price schemes, had very
unfortunate results for the economics of less-developed countries, These
measures prevented less—developed countries to increcase the exports of goods
which they could produce efficiently to markets which were thus protected.

His delegation d4id not share the view eXpressed by one delegation during the
discussions in Committee III (see document L/1162, Annex D, perugraph 2) that
the abolition of the price-support programme for raw cotton would not
necessarily be in the interest of other raw cotton exporting countries., He
expressed the hope that it would soon be possible under the GATT to take
action to reduce and eliminate the widespread operation of such practices,

The representative of Peru welcomed the liberalization measures which
had been introduced by a number of countries following the improvement in
their external reserve position., He asked that other industrial countries
still justifying import restrictions on balance-of-payments grounds give
sympathetic consideration to the early elimination of these restrictions,

A deficit on trade account should not give rise tc undue concern in the case
¢f highly developed economies, It was not unnatural that these countries
would show g trade deficit and this fact did not imply a retardation of their
further economic developmcnt or the maintenance of high levels of prosperity
as was normally the case when a less-~developed country showed a similar
deficit. In concluding he expressed the hope that contracting parties would
teke early action to implement the recommendations contained in the report,

Mr. CAWOOD (Federation of Rhodesia and Nyasaland) stated that his
delegation considered the work of Committee III to be of utmost importance,
His Goverament had followed the work of the Committee with great interest and
it was thought that its future work, cspecially those aspects dealing with
industrial expansion and production and marketing techniques, would prove to
be even more significant, He expresscd the belief that much of interest to
the less-developed countries would emerge from the factual studies undertaken
by the Committes and he expressed the hope that it wouwld be possible to include
in future studies a number of commodities of particular interest to his

country,
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Mr, LATIMER (Canada) joined with the other delegations whieh had emphasized
the importance of the work of Committee III. His delegation was encouraged by
the practical progress which had aelready been made. However, much remained to
be done, Canada shared the view expressed by some contracting parties that it
was important, at a time when the industrialized countries generally were
enjoying a record level of prosperity and a high rate of economic expansion, to
proceed immediately to a further and substaential reduction of barriers to the
trade of less~developed countries thus assisting them in developing their
economies and increasing their standard of living,

Mr, TTI (Tunisia) said that Tunisia, as a developing country which depended
largely on exports of wheat, iron ore and vegetable oils, had followed with great
interest the progress made by the Committee and the conclusions reached sco far,

He expressed the hope that it would be possible for the Committee, either during
the September meeting or at a later date, to study the problem of expanding exports
of phosphates and its derivatives, products which were of particular interest to
Tunisis. He also expressed the hope that the fact that the examination of the
trade problems and prospects for a particular product had not been completed by

the Committee would not lead to a delay in import liberalization for the product

in question. In concluding, lir. Tn.ni welcomed the inclusion of a study of the
problems of vroduction and marketing techniques in the future work programme of
the Committee,

Mr. PSCOLKA (Czechoslovakia) said that his delegation had followed with
great intcrest the work of the Committee, He welcomed the beginning which had
been made in dealing with those aspects of the work programme relating to
production and marketing techniques and the inclusion of a number of manufactured
items in the second list of commodities drawn up by the Committee for further study.
He also welcomed the increasing awareness in many countries of the fact that the
rapid and sound development of the less-developed countries required greater
opportunities for these countries to expand and rationalize production through an
increase in trade., Czechoslovakia was aware of the neced of providing greater
market opportunities for the products of less~developed countries and a number
of practical measures had already been taken to achieve this end. ZFor example,
Czechoslovakia had recently lowered the retail price of coffec by more than 10 per
cent, His Government envisaged en increase in coffee consumption by 1965 by as
much as 40 to 50 per cent and of fish by about 25 per cent; also it was foreseen
that in coming years the share of imports of processed vegetable olls relative to
oilseeds would further increasc., It was estimsted that total personal consumption
in Czechoslovakia would have inereased by as much as 30 per cent in 1965, Czesho-
slovaekia was determined to share its rising prosperity by providing grester market
opportunities for imports, particularly for imports from less~developed countries,
in exchange for a growing range and increasing quanticies of thc type of products,
for example capital equipment, nceded by less~developed countries for their
further development.

The CHAIRMAN thanked the contracting parties which had indicated. progress
in elimirating barriers to the ex:pnsion of trade of less~developed countries,
He expressed the hope that the Committee would in the near future be able to
report further progress towards the goal of increasing the export earnings of
less~developed countries, He announced that the Committee would ueeb &adin
duxing the: present sossion 40 ocondlder tho futurd prozr zms of worl: in' the
3izht of the viuws cxpricsed during the discussioms He asked contracting parties
to adnpt the Third Progress Report of Committee IIT.

The report was adopted.
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3. Reloxotion of Import Restrictions by United Kinzdom, Netherlonds, ifcloya
and ..ustralic

The Cii.IRi: N called on the represcatotive of the Unitcd Hingdom who
head csked for an opportunity to mcite o statoment.,

lr, JLWOINE (United XKingdom) scid thot the romarks he was going to mcke
releted fto imports from countrics to which the United Kingdom's progromme of
relosction of import rositrictions normelly :pinlicd. His delegntion thought
that it might be helnful to meke o brief stotcment on the residual import
restrictions madntcined in the Unitod Kingdom since his Government disinvoked
.rticle :II of the General .grecment in Februzry 1960. e recalled his
stotement ot the fifteenth scssion wihen he announced that o fow import
restrictions would remcin in force after the substanticl rolaxation had token
plece in Novamber 1959 ond that the cbolition of controls which had been in
force for twenty ycars gove rise to tramsitionsl problems which in some cases
would toke o little time to resolve, It had slways becn the intention of the
United EKingdom to mcke furthcer progress with the reloxation of outstonding
restrictions as quickly as vossible. In Februory 1960 the COWLL CLING i RTILS
were informed of a« further removal of import rcstrictions. The rclevant
notificction to the sceretarict pointed out thot there wore probloms in
removing the remaining restrictions, which in some cascs, would tekc time to
resolve, His declegation was circulnting a list of such restrictions
indicating which of them applied gencrclly and which copplied to dollar sources
only, This recsiduc was very small ond the list did not include itcms, sueh as
arms cnd cmmunition, for which restrictions were maintcined under Jxrticle Lii
or ..l of thc Gonorol .grecment. In respect of certcin products on which the
restrictions related only to doller sources vne United Kingdom Goverament was
in consultation with the countrics offected, for instance with the United Stctes
about certain eitrus products, In rospect of certain cther products sueh as
basketwore ond watches on which the restrictions were non-diseriminstory, his
Government had »progromries for progressive liberalizction on = non-discriminctory
basis, If countries with o trude intercst affceted by any of the other
restrictions wished to consult with the Unitcd Xingdom, his Government
naturally was recdy to mwot such requests,

Mr. von OCx3CHOT (Wetherlonds) informed the meoting about the further
eliminction of quontitative import restrictions by the Netherlands. He
recclled that at the fiftcenth scusion his delegation promised to try to
find o solution Tor the remcining itoms on the Hetherlands negetive list cnd
to rcport te the CONTRLCIING P.rTI.T ot this session., The Netherlonds delegation
was now in a position teo announce the eliminction of restrictions in the
course of this year for o new raonge of comnodities, moinly egricultural products.
.. note Ead boen sent to the G.IT secretoriat for distribution to the contracting
parties™, The number of restrictions which would be still in force at the end
of 1960 wos limited and it was the firm intention of his Govermment to procced
with their liveralization as scon as poscsible,

2 Document I1/960/.:48d.2,
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Mr. dc BRUYNE (Federction of Malaya) informed the CONTRACTING PaRTIZS
that his Govermment had decided to withdraw the apvlication of Articles ZVIII:B
and IV of the General Agreement., The Federation of Malaya thus renounced the
use of Import restrictions for balance~of~payments rcasons and at the same time
decided to eliminate the few remeining licensing formalities which werc still
in force in respect of imports from certain contracting parties. The liccnsing
procedure for the import of watches, motor vehicles and radio sets from the
OEEC countries and the dollar area, as well as for the import of goods from
Czechoslovakia, would be removed in the necar future, The licensing requirements
for the imports from Japan of about twenty-five items would alsc be abolished
when the trade asgreement between the Federation of Maleya and Japan, which wes
signed on 10 May 1960, cntered into force - onee the instruments of ratifi-
cation had been exchanged; this exchange should take place in the ncar Tuture.
The rolative administrative action for removing these licensing formclities
was now being taken in order to publish the decreos as well as the cifeetive
dates in the Federcation'!s Government Gezette, With the removal of these
licensing procedures the Govermment of the Fedoration of Malasya no longer
maintained any form of restriction or licensing proccdurc in respest of imports
from 211 tho countrics which were contrccting partics to the Generzl igreement
except those permitted under Articles .il and 2T of the General sigrecment.

Sir John CRLIFORD (Australia) informed the meeting that the arstrolian
delegation had subnitted, in document 1/1204, a stztcmont concerning ~ustraliats
import restrictions. It was Australic's belief thaat, whother conbracting
parties were operating under Article .II or not, cll quantitative restrictions
should be tho subject of revicw from time to time. In the eforcmontioned
document the Australicn Govermment expresscd its expectation tc move from
Article LII before the seventcenth session. In mcking this move his Goverament
would wish, in lieu of consultations under Artiele III, scheduled to take
blace in October 1960, to review with the CONTR.CTING 2laRTTZ3 at the seventeenth
sesslon, sustraliat's then remeining restrictions and its proposals with regard
to them. The trensition from years of sevcre restrictions for balance~of-
payments reasons to e basis of trading frec of such restrictions inevitably
produccd some problems. Australis would certeinly wolcome advice from
contracting partics whon it submitted its proposzls,

Mr, -DAIR (United States) said the foregoing statoments we-e imporiont
ones for the progress of GaTT. All contracting porties hod reccived with
considerable satisfaction the rcports that their trading pertners one alter
another werc finding it pessible to renounce their resort to the bzlance-of-
payments excevtions in the Gencrcl Agreement. The cnnouncement to this effect
by the United Kingdom wes particularly gratifying beccusc the United Kingdom's
trade was the largest of any controcting porty that had Tound it ncceessaxry
to maintein restrictions under Article :II and zlso beeause the United lingdom
had beon faced with unique problems for mcny years in mainteining the stobility
of sterling as a widely used international trading reserve currcncy. IU was
in the interests of cll contracting partics that the United Kingdom should
continue to be successful in extending thc regime of freer tradc and noyments
which had been developing during the last few ycars. The list of imports
on which restrictions were still maintained by the Unitod Kingdom was now
relatively short and showed the progress which this country had made towards
the climination of restrictions commonly cpplicd for balunce~of-paymonts
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rozsons., However, there were.still significant items on the negative list

of the United Kingdom and some of thom were cdmittedly discriminetory in
character, The delegete of the United Kingdom had stoted thot furthor
progress in removing the remaining restrictions would be made as soon «s

his Governmcnt could do so, The delegation of the United Statcs hoped that
the timing of this action by the Govermment of tho United Kingdom would be
defined preciscly. The United 3tates Government did not deny that transitional
problems existed, but was not persuzded that some of thesc were as serious

as perhaps they werc regarded in the United Kingdom. iMr. Adair appreciated
the readinoss of the United Kingdom Government to consult with other countries
having o trodo interest in the commodities still under restriction. The
United Stetes had in the past discussed such gquestions with the United Kingdcm
and cxpected to do so ogoin in the future.

#iith respeet to the stotement by the delegation of the Netherlands,
the reprosentative of the United States scid that he was much encouraged
by this report setting out the further progress being mede in dismontling
the quantitative import restrictions which remained aftor thce Netherlands
hod renounced Article iXI. His Government would be intercsted in examining
in detail the new Nethorlands libercolization list. He hoped the Government
of the Metherlands would moke stecady progress in climincting the fow
restrietions which were still mointained,

Mr, adair congratulated the delcecgation of the Federation of Malaya
which, in its stoboment, hud sol an oxeamplic to contracting parties which
merited warm commendotion throughout. iMalaya wos the first contracting
party entitled to resort to articlce VIII:B which hod given u» its access
to the balance~of-payments exception; it rctained but o fow restrictions

cnd hed put beforc the mecting a clear »lan for romoving thesc,

The United States delegation thought it perticulierly noteworthy that
the australian delcgontion was cbout to announce its decision to disinvoke
Article LII, It appreceiated in particular australia's assurance that it
would providc the CONTRACTING PaRTISS with o complete statement on the
restrietions remeining after such eetion had been tcken, and on its policy
regarding proccdural prowcsals in rclation to then,

In concluding, Mr, Adair assurcd the CONTRACTING DARTISS that his
Government, which had so-often pressed other contracting partics to relax
and remove their balance-of-nayments restrictions and had so often questioned
the nced for their maintemence, would be most gratificd to hear the rcsults
cf the prescnt meeting.

Mr, LaTTMER (Canadu) ezpresscd his delegotion's appreciation of the
statements mede by the representatives of the United Kingdom, the Netherlands,
Molaya and Australia, The emergencec of trading nations over the past years
from balancec~of~payments rcstrictions was of major significencc to the
objectives of the General Agrecment. Cancda welcomed the underteking of
countrics zpplying rcmaining restrictions to cnter intoc consultotions and
to rcmove such restrictions as gquickly as possiblc. The Cenadian dclegation
appreciztcd the statement of the rceprescntative of Australie to the offeet
that his Govermment would make 2 complete statcment to the CONTRACTING 2.RTITHS
a8 soon as it had moved out of balance-of~poymonts difficultics and was
Iropared to discuss with contrccting »narties the rostrictions which remained,
He stressed the importance which Cenade cttached to the early rcocmoval of
all restrictions cnd to the elimination of the romaining discrimination.
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Mr, SVEC {Czechoslovakia) cxpressed his declegation's cppreciation of
the statement made by the represcntative of the Federation of Mcloya. With
resoeet to the statement dclivered by the reprcscntative of the United Kingdom
tho declegotion of Czechoslovekic wished to say that the leek of any further
comment on their part was not to be understcod as mcaning that his country
was satisfied with the present state of alfairs concerning restrictions still
applied by the United Kingdom. It thercforec felt bound to rcise this matter
under the procedurcs of Article :LJIT end it hoped that thce relcvant forth-
coming .consultations would bring about results correspoading both to the
principleos of G..TT and to the intercsts of mutual advange of trade,

4. Declarction on the Provisional Accession of Switzerlend (I1/1185)

The CHATRM:N recalled that the Decléaration of 22 November 1958 providing
for commcrecial relctions betwecn individual contrzceting partics and
Switzerland, based on the General Agreement, had entercd into force on
1 January 1960 between Switzerlond, on the one hond, and some twenty-five
contracting perties, on the other, Under paragraph 1(b) of the Declaration
the Swiss Govermment had rcscrved its position with regard to the cpolication
of the provisions of article xI of the Gencral Agrecment, but hod undertcken
that at the first session of the CONTRACTING PARTIES following the entry into
forcc of the Declaration, it would furnish a report on the mcasurcs maintcined
under this rcescrvation. The first report under this zrrazngoment had buen
received from the Swiss Govermment ond had been distributed in document 1/118S.
In parograph l{c) of the Declaration the 3wiss Govermment undertook to enter
into consultations with contracting parties ¥with a view to finding solutions
conpatible with the basic principles of the Gemeral Agreement to the problems
dealt with in thc roservation.?

Mr, WEITNAUER (Switzerlend)said that the aforcmentioned report,
dated 13 May 1960, rcpreosonted an czoct deseription of the measurcs which
were maintained by Switzerland, With regard to paragraph 1{c) of the
Declaration, he said that the prcblems with which Switzerlcnd was facod within
the fremcwork of GATT were osscatiazlly agriculturszl. As contrceting partics
were aware, Committee II wos now carrying out studies on the cgriculturcl
policies of 211 contracting pertiecs, but had not yot reachcd the stoge of
general and fundomental discussion of thesc problems, Beecusc of this, tho
Swiss Govornment was of the opinion that it would not be coppropriate to
stort the consultations at this moment, but that it would be more cdvontageous
to initiatc them ot the seventeenth scssion. The Swiss Government hoped
that this suggestion would be accentable to the CONTRACTING ZEaRTIES,

Mr, Weitnoucr seid that the Declearction on the rfrovisional Accession
of Switzorland had not yet bcen signed by some contracting partics who, in
principle, worc roady to do so. Por that rcason the Swiss Government would
suggest oxtending the closing datc for accoeptonces of the Declaration until
the end of the sevontcenth session and ot the same time invite the contractlng
parties who hcd not yet signed the Declaration to do so within this period,

The CHATRMAN invited delegatcs to comment on the report, as contained
in document L/1185, on thc Swiss proposal to initiate consultations at the
seventeenth session, and on the proposed prolongction of the closing date
for acceptoncesof the Declarction.
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Mr, VIDAL (Brazil) said thot his Governmont had decided to sign .the
Declarction arnd that Brazil's signaturc would be oifi:zed within thc next
few dzys,

Mr, PaHBONI (Itcly), as a representative of « country which had not
yet accepted the Docleration supported the proposal to cxtend the closing
date for zccecptances until the ond of tho soventeenth session.,

Mr, Ca3TEL (New Zcolend) scid thet his country was onc of thosc whieh
had not signed the Declarztion. His Government regordcd the rescrvation in
parasreph 1(b) as 2 substantial dcrogoation from the rights cnd obligotions
of tho Gonoral Agrccmeont end since it applicd meinly to egriculturcl products
it offcected the grecter part ¢f New Zecland's oxports. The New Zealand
Govcronment hed oexpected that the Swiss report might indicate some change of
attitude on the purt of the Govermment of Switzerlond on its agricultural
policy and that it might show somc progress towards libeoralizing sgricultural
imports. The report as submitted by the Swiss Gouvernment was, howcver, a
fzoctucl one ond d.d not contain any indication cs to the realizction of
Now Zcalond's cxpoctations, which was the decisive point for his country
in considering whoether or not it should sign the Dcelaration., In the view
of his delegation the obligction in parscgroph l(c) of the Declaorstion did
not depond on the outcome of the work of Cormittes II, but was cntircly
indepcndent of that.

The CONTRACTING rARTWLSS ggrcoud thet the consulitction with the Swiss
Gevernment should stort at the scvonteconth sossion.

It was clsc ggreed by the interosted controceting partics that the
closing dztc for acccoptanccs of the Doelaration on Preovisional Accecssion
bc cztended to the cnd of tho scoventecnth scssion end that, accordingly,
the Bxzceutive Scerctory be cuthorized to roecive aceeptances up to that
tinc, ’

£. Stote-trading Entorprises - Report by the Ponol (L/1146)

The CHATHMAN recallcd that the Pancel which had beon eppointed ot
the thirtconth scssion to cxemine cortain questions on subsidics cnd State
troding hod submitted a report on Strte-trading canterprisos to the
fourtconth scssicn ond had thon boen roquested to mect agoin to eiamine
notificctions from contrzcting portics in rcsponse to the new guestionnaire.
Thc Pancl had met in Februery 1960 crd hod submitted = final report in
document 1/1146, He invited the Choirmen of the I_nol, Mr. £.D. Wilks,
to present the report. )

Mr. WILKXS (United Kingdom) s2id that thc Fancl had ealled the roport,
to which rofercnce was medc, o final roport on Stote~trading cntorprises
bececusc it considercd thot it did not ncced to moct cgain in the necr
futurc on this subjeet, This roport containcd thc substance of last yoar's
report (L/970) togother with some points which cmorged from the mooting
in Februsry 1960. The moin tosk of the Poncl consisted in oxomining the
rcplics to the now questionncire cgreed upon at the fourtcenth scssion,
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The Pancl wos conscious of the fact thet Articlce LVII only required
information to be sutmitted on rcquest, but rccognized that the CONTRACTING
P:RTIES did make o genoral xequest fer notificotions. Generelly the replics
tc the new questionnsirce did not bring out clearly the purposc end cflcets of
Stato~troding caterpriscs maintcined by vorious controcting parties cnd

the information cbout import, czport ond domestic priccs was often inadequatce.
Attontion might be glvon to thesc points as well as to. some other rocormendctions
put forwerd by thc Panel in its rcport, if at somc timc in the futurc the
CONTR-CTING PsKRTIES were to roquest further notificzbtions on State-trading
onterpriscs, The Ponel roeommonded thot the scerctoriat might asscaable the
rceplics cnd consolidate thom into o basic documont, It did nct consider it
ncccssary for notificotions to be nede ot fixed intervals, but suggested

that individual contracting »ncrties might be asked to bring up-to~date tho
besic document cs asny changes occurred in their Statc-troding nctivities,

The CONTRACTING HLRTIHES might wish to consider in the cubunn of 1962 whaother
it would thon be appropriate to initiztec 2 reviow of the basic documentotion
so Tar assamblcd.

Mr, SUBARDJO (Indonecsic) stated that his Govermment was well cwaoxe
of the fact thot it hod not yet submitted o nmotificotion pursucnt to
irticle XVII:4{2). His Govermment did not find it oppcrtunc to submit
at this stcge to the CONTRACTING CARTIES such notifiecation duc to the foet
that the ostcblishment of Govermment Control igencics in Indonesiz was
still in o tronsitionel period cpd thoreforc had not rooehed permoncent
organizationcl status, With respoet to the ¢haracter cmd trode practices
of such Govermicnt Control Agencics, he refcrrud to thce opcning spocch of
tho Head of the Indencsian delegotion tc the Tiftucnth scssion and tec the
statements of the Indoncsian ropresentotives beforc Committee IL, in vhich
the CONTRACTING PARTIES wore assurod thot the Indoncsian State-troding
praetices werc in cccordcanee with the cbjectives and prineiples of GLTT,
Nevortheless, the Indonesian Govermmont would be preparcd to fulfil its
obligation pursucnt to Articlo iVIIs4(c) and documont L/1146 irn due course.

Mr, KA3TOFT (Dommork) supported the opprovcl of tho fincl report of
the Pancl, His dologation regretted that act all cohtracting portics
had been able to comply with tho rules for notificotion end it hoped that
such countries would find it possible to notify thoir St-to-trading
cntorprises in the coursc of the preperction by the scerctorict of tho
proposcd basic documont, The Donisu delogaticn strongly rccommonded the
essombling of such o document which should include cll notifie.tions nade
pursuont tc the now guestionneive,

lr, GARCIA OLDINI (Chilec) megalled that his Govermment hnd been
engoged for some yecrs in an overall roeorgonizotion of the Chileon ceenomye
So long as this work, affcctdng 23l scetors of tredc, was not completod,
1t would bo impossidblo to stoto tho fincl attitude and poliey of the
Chiloan Govermmcent towards Stetocetarading cntorpriscs.
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-Te SCULLY (Australies) stressed the importance which his Government
attached to the collection of full and accurate information concerning State-
trading enterprises, This was in recognition not only that such enterprises
could be operated so as to create serious obstacles to trade, but that complete
information was necessary in order to determine steps for possible negotiations
which were envisaged in Article XVII, His delegation therefore hoped that
the replies would be completed in the near future and that in future
notifications the inadequacies of the replies, to which reference was made
in the report of the Panel, would be remedied, In the view of the Australlan
Government the matter of import mark-ups could be very relevant to the
negotiations of non-tariff barriers, With regard to the statement contained
in parasgraph 22 of the report where it was stated that a State agency which
did not buy or sell but which had the power to influence imports or exports
by the exercise of i%s licensing powers was not required to report under
Article XVII, Australia did not quarrel with such an interpretation, But if
these regulations were not motivated by balence-of-payments reasons then they
should be subject to other provisions of the Genersl igreement, In the view
of the Australian Govermment it was not clear how such cperations were to
be brought to the regular attention of the CONTRACTING PARTIES, other than
by consultations or complaint procedures of Article ITII or XTIIIT; the
Australian Government might wish to pursue this problem at a laber session of
the CONTRACTING PARTIES,

The CONTRACTING PARTIES adopted the report and the Chairman noted that
the secretariat would assemble a basic document, consisting of the replies
to the questionnaire on State~trading enterprises, and that the CONTRACTING
PARTIES would consider in the autumn of 1962 whether this basic document

needed to be reviewed,

8. Subsidies = Report by the Panel (L/1160)

The CHAIRMAN rccalled that the Pancl on Subsidies which had. submitted
e report on subsidies (L/970) at the fourteenth session of the CONTRACTING
PARTIES had then been asked to comtinue its work on the same lincs as before,
but taking into account the views expressed by contracting parties. The Panel
et again in February 1960 and presented a further report which was now before
the meeting, He invited Mr. S.D. Wilks, the Chairman of the Panel, to

present the report.

Mr, WILIKS (United Kingdom) stated that the report took into account the

views expresssd by contracting parties when the first, report was considered

et the fourteenth session. The Panel's terms of reference had consisted of
four specific tasks: to examine the notificstions on subsidies which had

been submitted; to discuss with the notifying contracting parties any
. points requiring clarification; to make suggestions with a view to
improving procedures for notifications; and to assemble material for a

draft report on the operation of the provisions of both sections of Article XVI,
The ‘Panel had so far carried out the first three of these tasks and had had

a preliminary discussion on the fourth, Notifications on subsidies had been
received from the majority of the contracting parties and the Panel emphasized
in its report that it found a distinet improvement in most of the notifications
whi,ch had been drawn up after its first meeting and which had taken into
account the recommendations formulated by contracting parties at the fourteenth
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session, Nevertheless, the Panel felt that, in general, insufficient inforng-
tion had been provided on the effects of subsidy arrangements and the Panel
therefore recommended that in subsequent nchifications contracting parties
should include statistical data covering the last three years for domestic
production, consumption. import and export of the products concerned. The
Pznel also recommended that similar information should be given for a
representative period preceding the entry into effect of the subsidy
arrangement or preceding the last major change in the measure. The Panel
considered that the information concerning the representative period need

be notified only once for each product, In order to assist the contracting
parties in the collection of these statistics the Panel had revised Section II
of the questionnsire as drawn up initially by the CONTRACTING PARTIES at their
ninth session, The Panel had also made comments with respect “5 the notifica=-
tion of levy/subsidy and price support arrangemeuts. The Panel felt that

the appeal for notifications made by the Chairman of the CONIRACTING PARTIES
at the thirteenth session should stand arnd that those coniracting parties
which considered that they did not maintain measures requiring notification
under Article XVI should notify the CONTRACTING PARTIES to that effect,

The major task, that of assembling material for a draft report on the
operation of Article XVI, still remained to be carried ouh. In the short
time at its disposal the Panel had not had the opportinity to deal with this
question adequately and had held only preliminary discussions about the
preparation of the draft report. If the Penel was to continue this task
it would be necessary for it to examine the information to be obtained on
the effects of subsidies as a result of the revised Section II of the
questionnaire. It would not be appropriate for the Panel to meet until
early in 1961, when the revised notifications should be available, The
Panel also suggested that the CONTRACTING PARTIES should comment on the
matters to be dealt with in the draft report on Article ZVI,

Mr. DUHR (Luxemburg), on behalf of the Member States of the European
Economic Community, stated that the Panel, in asscmbdlirng the documentation
relating to the various subsidy arrangements applied by the contracting
perties had carried out an important task. Such documentation was indis-
penaable for the work of the CONTRACTING PARTIES and for that reason the
EEC suggested that the governments which had until now not submitted a
notification pursuvant to the revised guestionmnaire should be invited to do so.
Furthermore, the Member countries of the HEC abttached great importance to
the work which the Pancl had carried out with respect to the interpretation
of Article VI and agreed with the conclusions and recommendations formulated
by the Panel, The Panel had, however, not yet been in a position to initiate
a detailed exemination on the effects of the subsidies on international trade.
It should be stressed that such a study could not be completed satisfactorily
without contracting parties submitting to the Panel relevant statistical
data and information. The delegations of the Six supported the sdoption of
the report and the suggestion to the effect that the Panel should carry on
its work in order to prepare a report on the operation of Article XVI based
on documentation as complehe as possible.

Mr. KASTOFT (Denmark) stated that his Government welcomed the report on
the work accomplished by the Panel since the fourteenth session. The tasks
so far carried out represented a great step forward in that they enabled the
CONTRACTING PARTIES to have a clearer picture and a groater uncersbanding of
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the subsidy arrangements introduced or maintained in Member countries., The
Danish Government fully supported the views expressed in the report and
supported action by the CONTRACTING PARTIZES accordingly. In the view of the
Danish delegaticn the new questionnaire, proposed by the Panel, gave a clear
and useful guidance to contracting parties as to the information to be
submitted to enable the Panel to moke an evaluation of the effects of
subsidies, The Danish delegation furthermore wished to stress the Panel's
recommendation that contracting parties should notify the CONTRACTING PARTIES
of all price support schemes, regardless of the methods used, and in particular
thet the CONTRACTING PARTIES should be notified about all levy/subsidy schemes
that required government action for their enforcement.

The ultimate gim of the Panells exercise consisted in the roview of
the operation of the provisions of Article XVI, 1In this context the Danish
delegate recalled earlier discussions on this subject when there was fairly
substantial agreement that the CONTRACTING PARTIES should, in the near future,
come to the point of dealing with the problem of establishing provisions on
export subsidies for primary products similar to those applicable to
industrisl products, The Danish delegation expressed its hope that this
review would be given high priority in the work of the CONTRACTING PARTIES,

Mr. SWARD (Sweden) said that his Government had noted with satisfaction
that the Panel's recommendation resulting from its first meeting had brought
about a distinet improvement in most notifications. He recalled that in its
first report the Penel had discussed the guestion of the extent to which
subsidies were notifiable under Article XVI. In view of the dirfficulty of
formulating a clear~cut distinction between subsidies which contracting
parties were required to notify and other subsidies, the Panel had recommended
to the CONTRACTING PARTIES at the fourteenth session that for the future
contracting parties should Ye requested to supply information on all subsidy
arrangements, Several contracting parties had not supported thet suggestion
since it was considered to constitute a new obligation compared with the
present rules of the General Agreement, On that occasion the Swedish
representative had stressed that his Govermment would like to see the Panel's
studies completed so as to get a clearer picture of the notification procedure
in operation before the question be considered whether or not the present
obligations concerning notifications under Article IVI should be modified.
The Swedish delegation still doubted whether the time had come for an
extension of the obligations for notifications as proposed in paragraph Il
of the Panel's repcrt. On the other hand, the Swedish Government considered
reasonable the proposal contained in paragraph 12 of the reporv that the
CONTRACTING PARTIES should ask govermments to notify all levy/subsidy schemes
effecting imports or exports which, for their enforcement, were dependent om
scme form of government action, With respect to the gquestion concerning
notifications of the effects of subsidies to which reference was made in
paragraphs 7 and 8 in the report, the Swedish delegation had some doubts
whether the wording of Section II:(a) of the questiomnaire would bring the
desired result, The Swedish Government also supported the recommendation
by the Panel that governments which were of the opinion that in their
countries there were no measures or schemes maintained which required
notification under Article XVI, should inform the CONTRACTING PARTIES to
that effect, Furthermore, Sweden was in favour of the suggestion that the
appeal for more comprehensive notifications than were normally required should



SR.16/5
Prge 65

stand for one more year while the Panel continued its examination. It should,
however, be kept in mind that the background of this decision, which had been
taken at the thirteenth session, was an ad hoc examination for the sole
purpose of facilitating the review contemplated in Article XVI:5.

Mr. ADAIR (United States) stated that his delegation regarded the report
before the meeting as a valuable interim statement. The United States
delegation agreed that the Panel should hold further meetings in order to
eXamine the effects of subsidies and to congider further the general matters
involved in the review of the operation of Article ZVI. The United States
also supported the use of the reovised questionnaire, On the other hand, his
delegetion had to make the same reservation as the delegation of Sweden in
regard to paragraph 11 of the report; it felt that the proposal that all
cases of price support programmes should be notified would go beyond the
gcope of Article XVI:1l, The United States Government would be prcpared to
discuss this point at some anprOprlate future date.

Mr. CASTLE (New Zealand) cxpressed support of the Panel'!s recommendations,
New Zealand had alweys hoped that, as a result of the work of the Panel and
also of Committee II, it might oee some strengthening of the provisions on
subsidies in the General Agreement, In his view the emphasis on the reduction
of subsidies on industrial products had tended to draw attention away from
those applying to primary products. Such a distinction between subsidies on
industrial and agricultural products as mede in Article XVI should bs eliminated
S0 as to bring about the gradusl removal of all subsidies and not only those
on industrial products. The delegation of New Zealand was of the opinion that
the assembling of material for the draft report on the cperation of the
provisions of both sections of Article XVI was very useful work and that the
Panel should proceed with it, including an examination of how the various
provigions of this Article were operated in practice.

Mr. SCULLY (Australia) said that his delegation regerded the revised
questionnaire and the recommendations of the Panel as a step forward. The
Australian delegation also agreed with the points listed in the report with
regard to the additional matters which should be decalt with in the review of
the operstion of Article ZVI, It suggested adding to the points listed in
this context the possibility of a definition of the term "subsidy". Imn the
view of his dclegation the words "an equitable share of individual markets®
would be more just than the words now used in this Article - "an equitable
share of world trade". In view of the considerable importance of Artiecle XVI
to Australia his delegabion did not wish to see it weakened and would welcome
its strengthening since it was one of the few Articles which offered some
benefit to competitive agricultural exports. The eventual review by the
CONTRACTING PARTIES of the provisions of Article XVI should not be undertaken

later than the eighteenth scssion.

Mr, HONKARANTA (Finlend) cxpresscd the same doubts as those mentioned
by the Swedish delegation and supported fully their views.

Mr, GARCIA OLDINI (Chile) said that, for the reasons he had already
expressed when discussing the report on State trading, his Government wa®
not yet in a position to submit s notification on the operation of subsidies

in Chile,
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Mr. MANHART (Austria) said that his delegation supported the Panel's
report and expressed thec same reservetions in respect of paragreph 1l as
those formulated by Sweden.

The CONTRACTING PARTIES adopted the report.

The CHATRMAN proposed that the Panel shculd meet again early in 1961 and
should rocommend the time at which the review of the operation of Article VI
could be carried out by the CONTRACTING BARTIiS, In view of the reservations
expressed by several delegations to paragraph 11 of the report, the Panel
should also roconsider this problem at its next meeting, taking into
consideration tho views expressed at the present mecting, end report to the
CONTRACTING PARTIiES at the eighteenth session,

This was agreed,

The meeting adjourned at 5.15 peme



