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1. Rhodesia and Nyasalend/South aAfrica Trade .igreement ~ report of
Working Party (1/1225

The CHAIRMAN drew attention to document L/1225 which contained the report of
the Working Party appointed by the CONTRACTING PARTIES at their meeting on 20 May
(SR.16/3) to examine the draft trade agreement between the Union of South Africa
and the Federation of Rhodesia and “yasaland,

Mr, SAVINI (Italy), Chairman of the Working Party, drew attention to the main
problems to which the Working Party had addressed itsclf; these were set out in
paragraph 3 of the Working Partyts report (L/1225), Mr, Savini then rcferred to
two particular points in the report: <first, in paragraph 5 the Working Party had
recommended that the contracting parties concerned should, for the reasons given
in that paragraph, agree to conduct within the period ending 30 June 1960 any
consultations on adjustments of margins of preference notified by the two Govermments
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in texms of tha 1955 Dceision, despite the sixty-doy reguircment provided for
in that Deeision;  sccondly, poragraphs 9 cnd 18 of the roport dealt with the
question of possible futurc incrouses in morgins of proforcnsc, rocorded by

the Unlon to the Federation, which would rosult from inerccscs in South ..frican
nost-fovourcd-nction retes reloting to certein products covercd by the
-grecilent; {0 cover this situction the Vorking Party hod recommended that a
wailver from the provisions of paragraphs 1 and 4 of .rticle I of the Genoral
»greement be granted to South ..frica. .. draft waiver wos cancxed to the report,

Mr. 3TEYN (South .fricz) scid he would like to make a fow cormonts in
order to elarify ccrtain points which hod not been brought out very explicitly
in the report of the Working Pirty. First, the Yannual review! provided for
in thc new .grecmont wos not intended to cover cny additions to ‘the commod ity
lists of the .ugreemont, If any chunges should be modo to the .grcement which
offectcd the commodity lists, his Govermment would cxpeet first to come to
the CONTR CTING R.RTIILS for further cpprovel, Jecondly, should the CONTR .CTIG
P.RTIES opprove tho draft docision attached to the report of the Working Party
he could-give an undertsking thot his Govermment would not inercasc the moste
favouredwznation rate on lexf tobacco, as it would be permittcd to do under
the draft decision, in a manner which would rcsult in an inerease in the
profervntial margin in favour of the Federation, without first coming to the
CONTRACTING PARTISS with a vicw to obtaining their final concurrence. Thirdl,
the procedurc claborated by the Working Party rcgarding notification by his
Govermment of an intention to raise any of the tariff items to be covered by
the Decision made provision for prior notification by cable to the CONTRACTING
PARTTES and to matorially intercsted contraeting partios. His Government
would be prepared, when making thesc notifications, to indicate the level of
the new ratc which it was proposcd to introducc in respeot of the tapiff items
which might be involved., Finally, the draft agrccment contained a tariff
concession in favour of the Federation which amounted to a one-quarter
reduction fram the present most~favourcd-nation rate. He wished to place
on record that his delegation and the deleogation of the Federation had agreed
that this typc of concession would, in the ncar futurc » be changed into a
spccific margin of preference. The morgin would be converted into the new
Qocimal currency to be introduccd in South Africa and the conversion rate:
would ensurc that there would be no change in so far as the margin of pree
Torence in favour of the Federation was concorncd,

. Mr, ADAIR (United Statcs) said that his delogation was ploased that a
solution to this question had finally been worked out and that the United
States could now remove the roservation which it had made in the Working
Party. His Government understood that tho intention was that the new Trade
Agrecment and the proposed waiver would allow South Africa to grant dutysfmce
or other preferential trcatment on cortain imports from the Federation so as
to increasc the consumption of such products in South ifrica, without paxrmitting
the increascd preference incidential to an inereasc in the mostelavouredenstion
rate under the waiver to affcet adversely imports into 3South Africa of similar
products from othor contracting parties., It was the understanding of his
dclogation that the waiver and the Agrooument would be administercd in this

manner,
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Mr, KwTOFT (Denmark) said thet the roport and draft docision boforc the
CONTRACTING PARTIL.s touched on onc of the fundamontel principles of the
General sgreement., It wos only with tho grcatest hesitation that his Government
had instructed him to refrain from opposing e decision which allowed a deviation
from the GATT provisions recgarding prclfercnces, His Government had taken
particular account of the special circumstances swrrounding the trade betweon
south Africa and the Federation and of the fact that there was an overall
reduction of prefcrenccs in the new Agrecment as compared with the 1955 Agrccment.
Note had also bcen takon of the assurancce given by the represcntative of
South Africa in the Working Party that action was only likely to bo taken in
a strictly limited number of cascs, Further, his Govornment had taken account
of the fact that tho dutics on a number of products covered by thce proposed
waivor had booen bound by South Africa and that action to incrcasc the most-—
favoured-nation ratc in thesc cascs could not take placc beforc the normal
proccdurcs laid down in the General Agrocment had beon compliod with., In
conclusion Mr., Kastoft szid that his delegation subscribed to the rocommendcation
concerning the time limit for the conclusion of consultations reforred to in
paragraph 5 of the report of the Working Party.

Mr, GraDY (Canada) sald that his delogation would be ablc to support
the proposcd deeision on the clear undorstanding that ncither the decision
nor the report of thc Working Porty in any way affected thoe position of
South Africa ond the Foderation under the General Agreoment insofar as their
obligations in regard to quantitetive restrictions were concorned. In this
connecxion his delogction attached particular importance to paragraph 8 of the
roport of the Working Porty.

Mr, THU (Austria) said that his declcgation could also support the
adoption of the Working Portyt!s rcport and of the draft decision. Frofcrences
in the now Agrcoment had boen narrowed down as comparcd with the old Agreement,
In particulzar, the decision provided scofeguards that the basic rights of
contracting portics would be guarantcecd,

The draft deeision attached to the Working Party's report (1/1225) was
vpproved by thirty-onc votes in fawvour and nonc sgainst.

The Working Party'!s rcport as o whole was approved.

2, Article ZVIIT ~ reports of Panecl (L/1224, 1/1228 cnd 1/1231)

The CHAIRMAN sald that, in cccordance with its terms of rcferonce, the
Panol on Article LVIII hod considercd and rceported on the rcguests from Ceylom
for reclcases in respect of aluminium foil, csbestos ccment products, znd
gertoin textile products. The Pancl had clso considercd and reported on a
requost from Cuba for citension of a rclcasc, Finally, the Pancl had carried
out thc sceond onnual rcview under parcgroph 6 of Articlc XVIII.

Mr, STEYN (South Africc), Chairmon of the Pencl, szid that document L/3224
gontained the Ponelts report on the requcsts reecived from Ceylon, The Fanel
had rccormended the grenting of releases to Ccylon on cluminium foill znd
asbestos cument products. 48 regords Ceylon's notificction rogarding certain
toxtile products, thce Pancl had rccommended that Ceylon should first of all
comply with thc proccdurcs for consultation lcid down in paxragroph 18
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of Articlo iVIII coftcr which it might rc-submit its notification on the
products in question to thc CONTRLCTING PARTILIS for considerztion; in
this connoxion Mr, Stoyn drew cttention to the Ponel's recormendotions in
paragreph 13 of the report. Mr. Stoym went on to scy thet, as rogords tho
rclcascs recommended by the Pancl in respeet of aluminium foil and zsbestos
ccment products, thoro had boen some doubts in the Pancl rogerding the
applicability of Arxrticle iVIII to thesc two coscs but, hoving rogard to
the underlying philosophy of article XVIII, the Pancl fclt that it was
right that Ccylon should bc given the bcnufit of thc doubt,

Turning to thc Panclts rcport in documcnt 1/1231 conccrning Cubals
rcquest for e furthor cxtension of the relcasc groanted to 4% on henoguen
erd sisal, rcow or manufacturcd, but not spinned, including scrop, Mr, Steyn
scid thot tho Pcnel, in the light. of cortoin assuranccs given by the Cuban
dclegation, hod rocommonded that tho oxisting rclecasc, which had alroad
bcen cxtended for a period of five ycars, should be cxtendod for a furthor
poriod of thrce ycars. Tho Paoncl had noted the Cuban delegationts assuranco
thot any further protcction of the domestic industry aftcr the oxpiry of the
period for which the cztension of the rcleasc wis now becing requosted, would
be sought through the applicction of other mcasurcs consistent with the
General Agrcement. Mr, Steyn concluded hls stotement by drawing attontion
to document 1/1228 which containcd the annucl revicw undex pcregraph 6 of
+xtlele ZVIII carried out by the Pancl. .

The CONTRACTING PARTIZS first considercd thc Pancl's roport (1/1224)
on the requests from Coylon,

Ur. IT:iGAKI (Japan) scid that Japan sympathized with Coylonts cfforts
to increase its industricl dovelomment. Although the result might be °
gsomc dceroasc in Japants exports to Coylon, his delegation was preparcd
to support thc docision recormended by the Pahel in conmnexion with aluminium
foil and asbestos ccment products, _As for the textile products which had
z180 boecn the subjeet of a recquest by Ceylon and in which Japan had a sub-
stantiel intcrest, his dclogation would hope to have consultctions with
the delogotion of Ccylon with the aim of rcaching an carly ond constructive

solution,

Mr, MATHUR (India) szid Indic likewise fully sympathized with Coylon's
cfforts to promotec its industricl develomment, His delcecgation hod particie
pated in tho work of the Ponel with the aim of cnsuring, not thot no damage
would bc dono to Imdia!s trado by any mcasurc Ccylon might tcke, but that
whatevor damcoge might bo donc would not be cxecssive or unwarronted in
rclation to the nocds of Coylon's industrial dovelopment. The dreft
dceision was acceptoble to his delegation,

The draft docision cnnoxed to document 1/1224 was approved,

The report os a whole, including thc rccoumendations in pcragraph 13
of the rcpoxt, was approved.
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Mr, WIRASINHA (Ceylon), having thanked the Pencl for its work cnd the
CONTRACTING PARTILS for the Deocision just token, said he wished to make
ecrtain obscrvations cbout the ciisting Fancl procedurc in goneral which,
it sccmoed to his delogation, wos not conducive to the best and most effoctive
uso of Article VIII C by the less-developed countries. Xaragraph 16 of
Article LVIII envisaged comsultotion, and duc care must be talken to seec
that thore was consultation in the full scnsc of the word; this, in the view
of his delegation must include, for cxample, consultction with the country
conccrned whon the Panelt's report was being drafted. A further foet which
tonded to undcermine the procedure and the principle of proper consultation
wag the inability, on occasions, of onc or possibly morc mcmbers of the
Pancl to be prescnt throughout the Pancl'!s deliberations. He would discuss
with his Government whether it should propose that the CONTRACTING PARTIES
should, in a subscquent scssion, consider the question of the Pancl procodurc
as it was now opcrated,

The CONTRACTING PARTI:E then considored the Ponolts roport (1/1231) on the
request from Cubz,

The draft dceision cnnexed to document L/1231 was gpproved.

Tho roport as a whole wus gpproved.

Mr, TREU (Austriz) scid thet his delogation hed not medo its views known
on the roeport and docision in document L/1231 sclcely bocause of the fact that
Cuba still invoked Article ZGXV egeoinst Austria,

The CONTRACTING PARTIE: finally considorod the Panel's report (1/1228) on
Jho roviow of Articlc JVIII:6,

Tho rcport was approved.

3. Nocw Zcalcond waiver — oporoval of Docision {W.16/24)

The CHAIRMAN rccalled that it had been agreed at an carlicr meeting -
(SR.16/8) to grant New Zcalond a waiver from Article II in connexion with the
gpplication by Now Zcalond of o now customs toriff. The Exccutive Seerctary
find distributcd a dreft decision in document ¥W.16/24.

The draft decision was approved by thirty-three votes in favour ond
aone agcinst,

 Mr, C.STLE (New Zcoland), hoving thenked the CONTRACTING PARTIES for
approving thc Decision, said that his Govermment had asked him to raise certain
peints. 4As the new toriff would incorporate a change in the basis of valuation
for duty, ccrtoin changes in rates of dquty would be necossary to maintain
ineidcnee; thcesc adjustments would involve no modifications contrary to
Articlc II. If, howcver, any contracting party felt that, when the toriff
was introduced, a concession had been imprnired as a result of these adjustments,
Now Zcaland would be fully prepered to consult. Sccondly, in connexion with
the quostion of notificotion roferred to in poragraph 1 of the Decision, New
Zoaland would certeinly give prior notice but the netice may be unavoidably
short, as the now tariff moy not be completed until shortly beforc it was duc
to be introduccd in Parliament. Finally, as rcgerds paragraph 2 of the Docision,
his declegotion hoped thot ncgotiations in September 1960 would be regarded as
conveniont to thc contracting portics concernod and as meoting the requirement
of the phrase "Ypromptly thercafter’ in that paragraph.
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4, Greek waiver ~ aporoval of Decision (W.18/25)

The CHAIRMAN recalled that it had been agreed at an earlier meeting
(SR,16/9) to extend the time~limit in the Decision of 12 November 1959 unbil
the end of the seventeenth session, A draft decision had been distributed
by the Zxecutive Secretary in document W,16/25.

The draft decision was approved by thirty-~three votes in favour and
none against,

Mr, TREU (Austria) saild that, for reasons which he had then explained,
Avstria had felt it necessary to abstsin when the vote was taken on the
Decision of 12 November 1959 at the fifteenth session. Since then, all
contracting parties had boen fully informed by Greece of the significance
and scope of the tariff reform, The reasons which had prompted Austriats
observation at the fifteenth session had thus fallen away,

5., United States import restrictions on lead and zine (W,16/26)

The CHAIRNAN said that Canada had asked for a furthor extension of the
time=limit in paragraph 3(a) of Article XIX which was granted by the Decision
of 20 November 1959, A draft decision to give effect to this had deen
distributed by the Executive Secretary in document W,16/26,

Ir., GRANDY (Csnada) proposed that the final paragraph of the draft
decision should be amended to read as follows: "The CONTRACTING PARTIES
decide that the period prescribed in paragraph 3(a) of Article XIX shall be
extonded until ninety days after the completion of nogotiations,"

The draft decision, incorporating the amendment proposed by the Canadian
delegation, was approved,

6, Zuronean Free Trade association =~ report of the Working Party (1/1235)

The CHALIMAN said that the report of the Working Party on the Buropean
Free Trade Assqeiation, sot up by the CONLLACTING P:ITIES at thelr meeting
on 17 liay (SR,16/1), had boon distributed in document I1/1235,

Mr. LACARTE (Uruguay), Chairman of the Working Party, said that the
Working Party had carried out a study of the provisions of the Stoekholm
Convention in the light of the relevant provisions of the General Agreement,
He went on to indicate the main quostions covored by the Working Party’s
report and drow particuler attention to the conclusions sot out in
paragraphs 59 and 60 of the report, From paragraph 60 it would be moted
that the Working Party had recommncnded that the COTRACTING PARTIES postpone
any action in regard to the Convention and that the guestion should be
included on the agenda for the seventeenth soession.

M., SWARD (Sweden) sald that his delegation had noted with satisfactiom
the many stotements made, at the earlier discussion of this quostion by the
CONTRACTING PARTIES (SR,16/1), to the offcet that the Stoekholm Convention
desorved the support and approval of the COWTRACTING PARTIES, The
roprescntative of the United Statos had stated that the Convention as a
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whole was in harmony with the spirit and broad objectives of GATT and the
reprosentative of Australia had said it was clear that the Member States did
not wish to weaken GATT, His delegotion felt that the discussions in the
Working Party would have clarificd many of the points about which contracting
partics might have had doubts and would have ramnoved many of the approhensions
which some contracting parties had had., It appeared from the Working Partyls
report that there were still one or two points, in particular the question of
the ranoval of guantitotive restrictions and the treatment of agrieultural
products, about which eertain contracting partics werc not satisfied. As
regards quantitative restrictions, he hoped contracting parties would accept
the assurance which the Member States had alrecady given that the rules of the
Convention were minimum provisions and it was not the intention to usec those
provisions to crcate a preferential area insofar as quantitative restrictions
were conecrned. Trade in agriculbural products was a special problom,
wiaether in the context of a regional arrangement or within the framework of
GATT generally, Because of these special considerations, the Manber Statos
had not found it possible to deal with agriculturcl products in the seme way
as industrial goods; this certainly did not mean, howsver, that thosc products
were excluded from the Momber States' liberalization cfforts or that they
would bo exeluded from the aim of the Mamber Stotes to work towards froeing
world trade generally,

Mr, PHILIP (France), speaking on behalf of thc Mambor States of the EEC,
said thet the report of the Working Party clecarly brought out the problems
which ranained to be seottled and indicated the various alternative courses
which would be open to contracting parties after a morc thorough study of the
question, The report was of a preparatory nature, but it would greatly
assist contracting parties irn deciding on the position thoy should tako at
the seventocenth scssion and in onabling agreement to be rcached at that time,

Mr, WARWICK SMITH (Australia) said that, whon Australia made its
appralsal of the European Free Trade Association's arrencaments, it would
wolcome these arrangements insofar as they were found to meet the requircments
of Article XXIV and to contributc to the attaimment of the GATT objectives,
Equally, where it was found that the apprchensions already expressced by his
and obher delegations werc well-founded, they would look for responsive
cdjustments by the lamber States, While the Working Party's rcport had
¢larificd cortain points whieh had not boen elcar before, there were still
important differcnecs of opinion on other points, Cortain aspccts of tho
AsJociation's arrangaments, whilc thoy could be accepted as leeding to the
formation of a frece~tradc arca and as falling somewhore within article XXIV,
might not comply with paragroph 8 of that Article; the inclusion of
non~contracting partics among the Momber Stotes was an oxomplo of this., Im
tho case of cortain other issues, there might bc doubts as to whethor thoy
fell within Article XXIV at all, The most dirfficult of these issucs was the
quostion of quantitative restrietions and thc question of bilateral
agricultural ngreecments; the causos for Australia's disquict on tho seevnd
of those two questions had bcen clearly brought out in the roport of the
Vorking Party, As for gquantitative restrietions, it was difficult to accept
thet 2 deforioration in the balaoncce~of-payments position of a mamber of a
fxooetrgdc area should or eould be met by concentrating the usc of remcdinl
rastrictions against non-Member couniries; it was hard to believe that this



Sit.16/11
Preoe 158

sort of action was contomplotod when Article XIIIV was drafted.  Commenting
on arransoments for trade in asgricultural products in a froe-trade ares,

Mr, Weorwick Smith soid that such arrangoments had cithor tc be on the basis
of goruine froc tradc among the mambors or hod to provide for normal moste
favourcd-notion trading with all contracting partics; din this connexion
non~-tcrifT measurcs might count for more than tariffs, This question was
vory importent for & number of contracting partics. In concluding,

Ir, Waorwick Smith said that Australiz had not yot teken o definitive position
on the Associction's proposals, He would say at this stago that in certain
important rospects the Convention did, in the view of his dclegation, rcfloet
a full rccognition of the GATT principles, His delegation would, howevur,
carnestly ask tho Mamber Statos to ro-cxamine their position in regard to
thelr rulos and prospective policics on import rostrictions and on the nature
and implications of the bilatoral agricultural agrocmont.

Mr, GRADY (Cannda) said hc wished to comment on two aspects of the
Associction’s arrangemonts at this stoge, First, as rogards quantitative
restrictions, while thoro was os yot no gonoral agreaucnt as to the rights
and obligations of membexrs of o frec-trade arca undor article XZIV in
rclation to the usc of import rostrictions, the Manber States had indieated
that it was their hope to aveid discriminmation, Howover, tho difficultics
crocted for other contracting partics on this point of intorprotation nced
not arisc providod satisfactory assurances could be given by tho liembor
Stotos in rolation to tho actual application of quantitativo restrictions.
His delegation would strongly urge tho liember States to give scrious
considerction to providing firm assurances that, in the usc of any quantitative
rostrictions which might be pormitted undor the Genercl Agrcament, those
would be applicd in a fully non-~diseriminatory mammcr, A& gsccond point
relatod to the bilateral agrigultural agrcoments which hod been coneluded
under Jrticle 23 of the Convention, His dolegation was disturbed by the
discrininotory implications of certain of the provisions of these cgreaments,
both in the field of quantitetive restrigtions and of teriffs. In addition,
thore was uncortalnty as to the noture of any further bilatoral agrcements
which might bo concluded undor this Article of the Convention, His
delegation would agsoin strongly urge the Mombor States to avoid discriminatory
or proferential arrangemonts of this kind ond to adjust the provisicns of tho
oxisting bilatercl egrcaments in order to bring thom fully into line with the
provisions of tho Genoral Agroemont, As regords the comsistoney of the
Stockholm Convention with Articleo 2UIIV of the Goneral Agrcament, it was the
viow of the Canndlan dolegotion that on the bosis of the present information
availableo, in view of the uncortaintics of tho intontions of the Member
Statos perticularly in relation to tho usc of guantitotive restrictions and
the implications of the bilctoral agreaments on egriculturo, it was not
possible at this stage to decido on the most cppropriate way for dealing
with tho Stockholm Conventlon undor tho GATT, If satisfactory assurancoes
could be obtainod on the two points ho had referred to and the neccssary
ad justmonts made in tho bilatoral agripultursl agrecments to bring tham into
linc with the GATT, i1t should be possible ot tho sovontwenth sossion for the
CONTILCTIIG PARTIES to deelds on the most appropriate way of decling with the
Convontion undor tho Gonercl Agroomont,



SR,16/11
Page 159

Mr, KASTOFT (Dommork) scid thot, os was well-known, the mein objoctive
of his Govermment in its intornctional trede policy wes o obtain equal
troctilont for o1l goods, including cgricultural goods, moving in international
trode ory to put it more briefly, to obtoin reeiprocity. The success
achicved so far had beon very limited and he thought thot oll delegotions
would agrece that, in this ficld, the GATT as well as other inbornational
orgonizations had by and lerge feiled to attain their objoetives, He
thoyglit too that all delegotions, whother represunting cgricultural importing
or exporting countriuvs, werc fully awarc of the rcasors why this unfortunnte
situction persisted; if this assumption werc corroct, it should be evident
why agricultural products werce not treatcd in the Convembion in the same way
a8 industricl goods and, sccondly, why it had been necesscry for Dommarik,
through the means of bilaterzl agroanents, to seek what in the Convention
was cclled reasonable reciprocity!,  His Govermment was the first to regret
thet it had been impossible to provide for a morc complete aboliton of barricrs
to trado in agricultural products within the Association, It could not
cecept, howover, in vicw of the stote of affairs in the agricultural fiold,
that the rosults obtaincd. which would lead to tho compleie abolition of
cortoin barricrs in individual Membor Stotes and to increascd trade geonorally,
could be comsidered on o purcly theoretical or legalisbic basis. For his
Goveriment, thesc agreoments were a politicnl nccessity. They wore an
inbtogral part of the Associaticn’e arrangements and his delogation, for their
part, rwust insist thot they be considerced os such,

Sir Bdger COHEN (United Kingdom) said thet his delegotion hoped that,
as suggested in tho last parogranh of the Working Porby's reporh, contracting
partics would take advantage of the inscerval before the sceventconth scession
to oxomine the crguments put forward in the Working Party and +hat those
contracting partics whiel might at the moment hove some doubts would, as a
rosult, have o bettor understanding of the point of viow of the Membor Statos
as sct out in the roport. 1o would suggest thot, in the mcanwhile, judgment
misht be rescrved on cortain of tlho issves to which refercnce had been mede,
notably by tie dustrolicn and Canadian dclegotions. The Mamber States had
mede it clear that it was their intention and hopo to fellow nen-discriminatory
policics aund he would hove thought that their record as coutraching partios
would have persuaded other contracting partios to give full weight to the
Stotoments whicl the Memher States had mede in $his reenmscet. His delegation
@id not focl it would bec remsonable to cxpect thz Mombor Stolceg ot this stoge
of the contracting porsics' considorction of the Convention to cuter into
firm commitments., which, in their view, would mean giving up or modifying
their rights under the terms of the Conwvention, in owder to focilitate 2
Judgment ns to the GATT Articles or preccodures under which the Convention
should be considcered by the CONILACTING PARTIVS I% wouid seom right that
the very important questions concernod should be cxanmined by tne CONTRACTING
PiITIES on their own intrinsic wmorit, and thet the question of how the
Convention should finally be deald with by the SONTLACTING PARTIES should be
considcred spoarstely. In the view of the Membor Siates, he Convention
represcoted o genuine step forward in the fulfilmeut of the policies and
objectives onvisaged in Articlce XXIV, liany of the problams which arose
were unavoidable in any freeo-trade areca or customs union and no doubt they
would be found to arisc when the CONTLACTING PARTIMS come to oxamine other
crrgngomonts of this kind such as, for cxamplc, thosc proposcC by the Member
States of the Latin imerican Free Trade iAXco. In conclucion., Sir Edgar
Cohen #20id he hoped that the discussion in the Working P riy woqld have
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pornitted a fullor undorstending, not only of tho difficultics mentioned

by somo controcting pertics, but also of the point of view of the kiamber
Statoes. The Mamber States had had the provisions of the Goneral Agrecment
constantly in mind during their negotiation of the Convention and thoy would
continuc to have thom in mind as thoy administercd the Convention.

Mr, SDATR (United States) said that the information contained in the
Working Party's ronort regarding the numerous ond complex issucs involved
would be of groat assistancce to his Govermment in its further consideration
of tho Stockholm Convention, Some ¢f the issucs as, for examnlo, the fact
that two of the Member States wore not contracting porties to the GATT hed,
however, not bocon doalt with at any longth in the revort of the Working
Poxrty. This, he understood, was becausc the Worlking Porty considored as an
intogral part of its report the docwnentation clready svailable in the form
of the guestions subtnittod corlior by contracting porties and replicd to by
the Mombor Statces. On the question of non~GATY mcambors participating in
the Associction,; for c¢xomnle, the positions taken by contrachting portics
wore clearly sct out in docuwment 1/1167/4d4d.1. Genorally speaking, and
as wes brought out in the Vorking Porty's report, his delognticn supported
the commonts made by the reoprescntative of Australia,

Ir, MATHUR (India) said that India's opprchensions in conncxion with
tho Associction was woll-known; +these reoloted to the importence of liberal
troatment in the frco-trade area for sami~finished ond finished goods, the
question of non-discriminatory application of quantitetive restrictions and
the cponing of now markets to replacce the loss of trode resulting from the
nullification of traditional advantages and the crcation of now competition
within the croa. As for the question of the compatibility of tho Association?s
arrangenerts with Article OOV, the lMember States wore all countries with
extongive troding rclotions and his dolegation wae confidont thot, without
waiting for the furthor oxamination of the Convention by the CONTHACTING
PARTIES, tho lgnber States would pay corly attention to the concerns which
had boon exprossed by other contraeting porties and that, in this connoxion,
thoy would toke overy possible step to cnsurc thet their morkets for imports
from the dovoeloping countrics continucd to grow and expond.

The CHAIRMAN said thot the views oxpresscd in the Werking Perty and in
tho prosont mooting of the CONIRACTING PiRTIHS would permit a bottor
understanding of the issues involved. Hec would pronosc thet, as recommcnded
by tho Working Party in parograph 60 of its roport, this itam should be.
includod on the ggenda for tho scventocontih scssion,

This was ggrood.
Te Orpanization of CONTRACTING PARTIES (L/1200, L/1216, W,16/5 and Corr,l)

The CHAIRMAN reocalled that, ot the fifteentlh session, the CONTRACTING
PARTIES hoad requostod the Chairmon ond the two Vice-Chairmen, together with
the outgoing officers and the Exccutive Scerstary, to form o Special Group
to study the working methods and organizational structurc of the CONTRACTING
PARTIES, The Group had becn roguosted to prosent suggestions cnd proposals
for consideration ot the prescnt session. The Group had subtmittod two
roports (1/1200 and 1/1216); thesc hod not yot becn discussed at plenary
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meetings bubt they had been considered at two meetings of Heads of delegations.
The reports dealt with three questions: (a) the establishment of a Council
of the CONTRACTING PARTIES; (b) arrangements for sessions of the CONTRACTING
PARTIES; (c) enlargement of the secretariat,

(2) The Council

The CHATRMAN said that the Group had concluded that there was an urgent
need for a Council of the CONTRACTING PARTILS capable of giving continuous
and effective attention to the work of the GATT. This proposal had been
endorsed by the Heads of delegationg who had agreed in principle that the
Council should be established at this session. Accordingly, the Executive
Secretary had been reguested to prepare a draft decision setting out terms
of reference for the Council; this draft decision had been incorporated in
e note which he had distributed in document W,16/15 and Corr,.l.

The formal establishment of the Council, with the terms of reference as
set out in document W.16/151, was approved.

The proposals contained in the Note by the Chairman W.16/15, as amended
by W.16/15/Corr,l, under the headings Composition of the Council, Specific
Ffunctions, and Procedural Matters, including the discontinuance of the
Intersegsional Committee, were approved.

Mr. HAGUIWARA (Japan), who had participated in meetings of the Group of
Officers, said his delegation endorsed the recommendations of the Group., He
wanted, however, to make a few remarks on the question of membership of the
Couneil., In his view, it was important that membership should not be too large
and that it should be well-balanced; in other wonrds, the different geographicel
regions and types of economy should be fairly represented. The original -
proposals in documents L/1200 and L/1216 would have achieved this purpose,

As the decision to set up the Council had only just been taken, however, there
had not been time to carry out the consultations envisaged in those documents,
and the procedures set out in document W.16/15/Corr,l had had to be devised,
If, as a result of this procedure, there proved to be an imbalance in the
Council, he would hope that the CONTRACTING PARTIES would be able to review
the situation at the seventeenth session,

Mr. EDWARDS (United States) said that the flexibility of GATT had again
been demonstrated in the solution to this problem which had been found.,
Without establishing a new fommal organization, the CONTRACTING PARTIES had
worked out the means of giving their procedures an increased effectiveness.
The Council which had been set up was, in effect, an extension of the
CONTRACTING PARTIES which would enable work to go forward continuously. It
would mean that urgent problems could be dealt with more promptly and that
the growing volume of work could be handled more efficiently.

Mr. JARDINE {(United Kingdom) said his delegation supported the proposals
for the establishment of the Council and would lcok forward to playing a full
vart in its work.

lAn amendment agreed by the CONTRACTING PARTIUS is recorded in W.16/15/Corr,.2
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Mr, WARWICK SMITH (Australia) said that his delegation strongly supported

the establishmenf of the Council, which would result in a much~needed strength-
ening of the CONTRACTING PARTIES® organizational arrangements.

Mr. GRANDY (Canada) said that, for many years, his Government had hoped
that it might bs possible to sirengthen the organization of the CONTRACTING
PARTIES, His delegztion, therefore, very much welcomed the establishment of
the Council,

Mr, VIDAL (Brazil) said tha® his delegation strongly supported the
establishment of the Council,

Mr. SWAMINATHAN (India) said that his delegation, likewise, strongly
supported the formation of the Council,

Mr. TRYU (Austria) said that his delegation had already indicated
Austria's desire to be a member of the Council,

Mr. TNANI (Tunisia) said he would like to reserve the right of Tunisia
to participate in the work of the Council,

Mr, PSCOLXA (Czechoslovakia) said that his delegation's favourable
attitude towards the establishment of the Council was demonstrated by its
request to become a member of the Council,

Mr. RIZA (Pakistan) said that his delegation supported the establishment
of the Council and was ready %o participate in its work,

The CHATRVMAN announced that twenty-nine contracting parties1 had
indicated their resdiness to accept the responsibilities of membership of
the Council and eight of these had notified the names of their representgtives;
the Commission of the Huropean Bconomic Community was invited to participate
in the work of the Council,

(b) Sessioms of tne CONTRACTING PARTIES

The CHAIRVAN said that the Gr uipfs recommerdations on arrangements for
future sessions were ccntained in S.ction II of the second report (1/1216).
It had been agreced by the Heado of delegations that arrangements should be
made for two sessions in 1961 and that the question of reverting to one -
annual session thereafter should be considered at the eighteenth session,
The Group had counsidered the desirability of holding occasional meetings at
Ministerial level and had concluded thas such meetings were undoubtedly
desirable,

The Grour..s proposal regarding sessions of the CONTRACTING PARTTIES and
its recommendation that the Council should cxamine the question of the timing,
agenda and errangements for Ministerial meetings were gpproved,

1 . : '
The contracting nartiez coucerned are listed in document I1/1243.
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(c) Enlargement of the secretariat

The CHAIRMAN said that the Group's proposals concerning futurs staff
requirements were contained in Section III of the second report (L/1216),
The Group had recommended that the plan proposed by the Executive Secrestary
( annexed to the report) should be approved in principle, it being understood
that recruitment would proceed over a period and in accordance with
authority agreed by the CONTRACTING PARTIES from time to time.

These proposals were gpproved in principle.
Mr. ADAIR (United States) said he wished it to be clear that the

CONTRACTING PARTIES were not actually spproving the proposals regarding
staff at this stage., These would be brought forward at the seventeenth

sesgion for gpproval in the normal way.,

8. Acceptance of the GATT under Article 2IX

The EXECUTIVE SECRETARY said he would like to revert to a question
which he had raised st three successive sessions of the CONTRACTING PARTIES,
namely the question of the definitive application of the General Agreement,
The CONTRACTING RARTIES had great responsibilities and the General Agreement
had acquired increased status; it was therefore illogical that the
Agreement should still be applied under the Protocol of Provisional
Application. It might sometimes be argued that this was an academic
question and it was true th.% from a strictly legal point of view, the
absence of such formal action did not in any way detract from the obligatians
of contracting parties., In international affsirs, however, political
considerations were often as important as legal ones and he had heard
doubts expressed in some places as to the exact weight and significance
of obligations under the General Agreement in view of the fact that the
Agreement had not been "ratified"., Psychologically and politically it was
undesirable to allow the existing situation to continue and it would seem
a logical step, after the decisions the CONTRACTING PARTIES had just taken
to strengthen their organizational arrangements, for there to be early
and collective action by contracting parties to- deposit instruments of
accepbance under Article TIVI., He would like to suggest that this item
be included on the agenda for the seventeenth session,

The CHAIRMAN said that formal action of the type described by the
Executive Secretery was important. As suggested by the Executive Secretary,
he would propose that this question be included on the agenda for the
seventeenth session,

This was ggreed.
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9. Programme of meetings (W.16/22 and L1/1227)

The Chairmen said. that the HEiecutive Secretary had distributed
in document W.16/22 his proposals for meebings to be held during
July/October, However, the Ixecutive Secretary wighed to suggest a
change in this programme, namely to postpone from 29 August to 17 October
the meeting of the Working Party on the Latin American Free Trade Area,
This Working Party would then meebt i the two weeks preceding the session,
The Cheirman went on to say that, in document L/1227, the Executive
Secretary had reported thst the revised programme of meetings would
involve additional expeaditure for which no appropriations had been
included in the 1960 budget, The Executive Secretary therefore sought
approval of the proposal in paragraph 3 of that document.

The EXECUTIVE SECRETARY expiained that, as the spring session had
been held rather later than usual, he had thought that a July meeting
of the Council this year would probably be premature., This was why he
had only proposed a meeting of the Council in the autumn. It was understood,
however, that if urgent matters arose in the summer months it would be
possible to convene the Council at relatively short notice, for example
at the ten days’ notice which hed been the rractice for urgent meetings
of the Intersessional Committee.

Mr, WARWICK SMITH {Australia) said he was glad to hear that the
Couneil could meet in July if circumstances seemed to warrant it.

The programme of meetings, as proposed, was approved.

The éuthority asked for by the Executive Secretary in paragraph 3 of
document L/1227 was anproved.

10, ZFuture sessions (iW.16/9)

The CHAIRMAN said that the date for the opening of the next session,
to be held in Geneva, was 31 October 1960. He went on to say that, in
document W.16/9, the Executive Sec_etarv had proposed the dates for the
two sessions to be held in 1961, namely 1 May and 30 October.

The dates proposed were approved,
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11, Accommodotion for secretcriat —~ report of Group (L/1226)

The CHAIRILN recelled that, on 31 May (SR.,16/8) the CONTRACTING PARTI.S
had sppointed a Group of govermmental representatives in Geneve to consider with
the Executive Secretary the problem of providing adequote accommodation for an
enlarged secretariat., The Group had reviewed the problem with the xecutive
Secretary and the Deputy Director of the Huropean 0ffice of the United Nations
and the results of their discussions were recorded in a lote by the Executive
Secretary in document L/1226.

The ZXICUTIV.: SECRETARY soid he wished to explain the basic reasons for the
somewhat unsatisfactory reconmendation contained in paragraph 9 of document L/1226.
In the Note which he had submitted on this subject al the beginning of the session,
he had pointed out that the alterations which might be made to the Villa le Bocage
could only be justified on financial grounds if there w3x® the assumption that, for
a considerable period of time, the sccretariat staff would not exceed an outside
limit of 115. The experts with whom he liad consulted considered that such an
assumption could not safely be made and that it was, in any case, not desirable
for the CONTRACTING PARTIES to acccept such a limitation on their possible future
needs. The somewhat unsatisfactory solution of comstructing separate barracks
in the grounds of the Villa le Bocage was therefore now being recommended,

This solution should be considercd as being a temporary one of relatively short
duration, On the face of it, a permanent solution would appear to call for a
new construction and in this conmexion it would be desirable to make provision
in any new building for adcquate mecting space for the CONTRACTING PARTILUS.

The lLxecutive Secretary concluded by saying that he proposed to make enquiries
about the costs cte. of a new construction and to furnish a report on this
question to the CONIRACTING FARTILS.

The recommendation in paragraph 9 of document 1/1226 was approved.

12, Balance-of-payments import restrictions - reports on consultations (I1/1191,
L/1212, L/1213, L/1236, 1/1237.end 1/123G)

The CHAIRMAN said thet the Committec on Balance-of-Payments Restrictions
had concluded consultations with six contracting parties; the six reports on
these ccnsultations were contained in the following documents:

Austria 1/1238, Add.l, Corr.l
Brazil 1/1213
Grecce L/i212
India 1/1236
South Africa L/1191
Uruguay L/1237

Mr. CASTL: (New Zoaland); Chairman of the Committee, said that, according
to the time~table esbtablished ab the fifteecnth cession, ninc consultations should
have been carried out in May. However, two counvries, the United Kingdom and
Malaya, had declared that thoy no longer epplied restwictions for balance-of-
payments reasons and one country had asked for a postponement of its conswltations.
As a result, consultations were held with six countrics only and, in ordor to
complete its work, the Committec had had to mect during the session.  Consulta-

tions with five countries were duc to take place in July and he would suggest
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that the sceretariat should draw up a fairly rigid time-~table for these con~
swlations, Ie wrged the congulting countries to observe the dabtes which wore
Tixmod; if changes hed to be made, scrious inconvenience could be caused to
members of the Cormittee, to reopresentatives of the IMF and to represcntatives
of other conmtracting parties. 1In conclusion, lr. Castle said that as cleven
or twelve contracting paerties werc due to consult in October, he would earnestly
roquest any of the countrics concerned to bring forward their consultations to
July if this weroc at all possible. This would help to overcome the serious
imbalcnee in the planning of the consvlitations which existed st present.

Mr. HARAN (Isrcel) said thet the report on the review of import rcstrictions
undor Articles XIT:4(b) and XVIII:12(b) adopted by the CONTRACTING FPARTILS at their
Ponrtos.aath wssion stated that "with the bulk of world trade now being conducted on
a convertible curroncy basis, there is a unique opportunity for the world-wide
gystem of non~discriminztory tradc on a multilatcral basis which the contracting
partics sought when they created the Goneral Agreement', Likewise, the IMF,
in October 1959, recognized that the introduction of exbernal convertibility
removed the balance-of~payments justification for discrimiration by membels
whose currency rcceipts were largely in exbtornally convertible currencies. The
reports on consultations now before the CONTRACTING FARTIES showed that thore had
Lern some progress; the fact that morc countries werc no longer heving rccourse
to Article XII was particularly cncouraging.  Nevertheless, convertibility
itsclf did not produce a rcduction of tradc restrictions; thero was often a
reluctance to climinatc discriminction long after the justification for it had
disappeared. Greater stress should be plcoced on the discriminatory effects of
inport restrictions still being meintained by countries no longer in balance-of-
payments difficultics; of particular importance in this connexion were the
import rogimes still being maintained by a munber of OZEC countries. Israel!s
export trade has suffcred as & result of thosc regimes, particularly in the
case of those mainteined by Austria, Italy and the Fedoral Republic of Gexmany.

It wes to be hoped that an early attcmpt would be made by these countries to
rectify the present unsstisfactory situation. At a time when GATT was devoting
nojor efforts to expand inbternetional trade in gonerel and the trade of the under-
developed and primary producing countriecs in particular, no cifort should be
sporod to achieve the liberalizetion of import restrictions, It should be borne
in mind that the maintenance of unfavourable mcasurcs might lecad to counter—-
measures by the countries affected. Tull use should be made of the present
favoursble oprortunities for the reduction of discriminastion in international
trade.

Mr, MATHUR (India) expressed the appreciation of his delegetion for the
spirit of undcrstanding in which the consultations hnd becn conducted. India
welcomed the opportunity of oxplecining its difficultics and its aims to the
CONTRACTING PARTIES., It was gled to sec that othor contracting partios engaged
in those consultations had been egually forthcoming, :nd thet the consultations
had provided an opportunity to invitc attention to spceifie effects of their
restrictions which were damaging to India's trade, In this conncxion, his
delegotion hed noted particulorly the recommondation of the Committec to the
Austrisn Goverrment that it should climinabe its diseriminatory rostrictions
on imperts from non-OLEC, non~doller countries and procced as rapidly as
possible with tho further liberalization of their imports from all sources,

His delcgation had noted the mssurances of the Austrian ropresentative that his
Government would take carly steps in this connexion., The Indian delegation
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considercd the work of the Committece to be of vital importancce to the cffuetive
functioning of thc Gonoral Agrocment; this work, in their view, bccamo moro
rather than loss importont as countrics moved out. of baleonci-of-payments diffi-
cultics and as thc numbgr of restrictions maintained by them bocame fower.

lir, PSCOLKA (Czochoslovckia) sald that, as cortain 0ZiC countrics cmerging
from balencc=of=poyments difficultics groduclly dismantled thoir rostrictions
they did not apply the rulc of non-discrimination, They continucd to apply
rusidual restrictions discriminatorily, oxcluding ccrtein contracting partics from
tho trcatmont accordcd to others, As far as Czcchoslovekla was concorned, it
was willing to try and resolve thc romaining difficultics through bilatcral con-
sultations under Article XXITI; wunfortunatcly, up tc the presont all contracting
partics did not appecar to be recady to consult in this woy. In the light of
stataments nade carlicr in the scssion that it should not be a matter for hesi-
tation or cmbarrasgmont to contrecting partics wishing to cnter into consultations
under Artiele XXII, it was to bo hoped that contracting pertics would acccpt this
linc of thought and that consultations would takc placc with fruitful rosults,
M cvasive agttitude towards fundamental obligations under fArticle X{II could
hardly heve a favourable effcet on trade rclations,

Mr. VIDAL (Brazil) stressed that, while Brazil!s balanco=of-payments
difficultics worc, of course, primarily duc to its own cconomic situation, the
considerations raiscd in the Unitod States Note (W.16/13) which had been discusscd
at an carlier mocting of the CONTRACTING PARTIES was also important.

Mr. TRANOS (Greceo) said that, if quantitative restrictions had becen intro-
duced by Greceo, this was becausc of its balance=of-paoyments position and the
incrcasing detcrioration in its balancc of trade, The Grecek Government would
certainly endcevour to reduce its restrictions when this was possible, but a
nocossary prerequisitc was an inercasc in Greek cxports.

Mr. TREU (Austria) said that his dclegetion would draw the cttention of
their Government to paragraphs 41 and 42 of the report on the Committco's con-
sultation with Austria,

Mr., TAC/RT: (Uruguny) scid thot his dolegotion felt that the conclusions
in the rcport on the consultotion with Uruguoy, which werc contained in
poragrephs 19 and 20, would be satisfactory both to thoe CONTRACTING PARTIES and

to Urtguay.

Mr. CAMIJO~ARGUDIL! {Cuba) said that his dclegation reserved its position
insofar as paragraph 15 of the rcport on tho consultetions with Austria (1/1238)
wes concerncde Cubz hed had difficuwltics in ottempting to improve its trade
with Austrins which recently hed appcarcd to be hesitont in meking tr: purchases
of sugor which it had undertcken to moke under bilrterel agreemonts.

The CONTRACTING EARTIZS thon epproved the individual rcports as follows:
iustria (L/1238 & Add.1 & Corr.l), Brazil (L/1213), Greeve (L/1212), India (I/1236),

South Africs (1/1191), Uruguay (L/1237).
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13. Committee ITI - Choirmonship

The CHATRMAN gaid thet Mr, Vicxwick Smith had indiceted that he would,
unfortunately, be unablc to continuc as Chrirmon of Committee IITs  The
Chairmen proposed thet Mr. J.P. Phillips (Austrolia) should be nominated es
the new Choirman of Committee I1I.

This was agreed.
‘The meeting adjourne_d_' et 1,10 p.m. and reconvened at 2,30 Pelle

1. Aceession of Portugel and Spein (W.16/27, W.16/28)

‘The CHAIRMAY said that, at an earlier meeting (SR.16/7) the CONTRAGTING
PARTIES had received requests from the Govermments of Portugal and Spain for
an opportunity to particinate in tariff negotiations with a view to accession
under the provisions of Article XXXJIII., The CONTRACTING PARTIZS had egreed to
invite these two Govermments to enter into negotiations, with a view to accession,
commencing in January 1961. At this meeting the Chairmen had said that he
intended to consider what provisional arrangements might be made for Portugal
and Spain pending their accession to the GATT. He had explored various
possibilities with the representatives of Spain and Portugal. It had 'been felt
that Portugal and Spain might be willing to consider the signature of a declara-
tion for prowisional accession, similar to those drawn up in the case of Israel
and Tunisie, A text of a declaration had been drafted and the Governments'of
Portugal znd Spain had expressed their readiness to sign such a declaration.
In the course of consultations with other delegations, however, he had come to
the conclusion that, in view of the short time available, it would be difficult
for a number of delegations to give careful consideration to the text of such a
decloration and to obtein the necessary instructions from their govermments
before the end of the session. He would, therefore, propose that the
CONTRACTING PLRTIES should not attempt at this session to take a deeision in
this connexion, but that they should continue the consultations which had been
initiated in the hope that they could arrive promptly at a satisfactory soluviomn,
On the other hand, there appcared to be no reason why the CONTRACTING PARTIES
should not, at this session, invito the Govermments of Spain and Portugal,
pending their full accession, to participate in the sessions of the CONTRACTING
PARTIES and of their subsidiary bodies. Draft decisions to give effect to this
had been distributed in documents W.16/27 and W,16/28.

Mr, SWAMINATHAN (India) said that, for reasons which he had explained at
an earlier meeting, he would have to abstain from eny vote in the case of
Portugal.  India might have to invoke Apticle XXXV in the event of Portuguese

eccession,

Mr., ADAIR (United States) szid that, as his delegation had stated at an
ecrlier meeting, they warmly wolcomed the reguests from Portugal and Spain,
They would be happy to continue their participation in consultations working
towsards clogcer reletions between Portugal and Spein and the CONTRACTING PARTIES

pending their full accession.
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Mr. SAVINI (Italy) scid that Itcly supported both of the draft decisions
which had been circulcted (W.16/27 and W.16/28).

The dreft decisions (W.16/27 and V.16/28) were gpproved and the representa-
tives of Portugal and Spain took their jiaccs at the table.

Mr. DZ ALCAMBAR PiRUIRA (Portugal), having thanked the CONTRACTING PARTIES
for the decision #hieh had just been taken, stated that Portugel wished to partiel-
pase in the fortheoming tariff nogotiaticns in respect of its European territories;
fcr the moment it did not intend to negotiate in respect of the tariffs of its
overseas provinces, It would be plecesed to proceced with consultations that
would lead to the solution of the problems which resulted from the speeial
structure of Portugal, whosc territorics presented differcnt stages of economic
development which made it necessary for certain customs duties to be maintained
in conncxion with trade between the Luropean and non~furopean provinces. Such
duties were in procesgs-of elimination with a view to completing the fusion of

the Portuguese markets.

Mr. GARCIA DE LIERA (Spain) szid thot the consultations which had taken
place had been very useful. The wish to his Govermment was that these should
continue end thet they should result in a satisfactory conclusion at the earliest
possible moment.

15. Closing address of the Chairman

Mr. BARBOSA DA SIIVA (Brazil), in his closing address, revicwed the 1
problems which had been considercd by the CONTRACTING PARTIES during the session ,

The CHATRIAIN declsred the sixteenth session closed at 3.30 p.m.

l’fho full text of Mr, Barbosa da Silvals statement is reproduced in
Press Release GATY/502,



