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Admission of Laos and Tunisia as contracting parties

Report of Working Party on Brazilian Tariff and
Schedule

Brazilian Internal Taxes

French Compensation Tax ’

French Internal Tax on Automobiles

Chairmanship of ICCICA '

Report of Working Party on United States Agriculturel
Restrictions

German Turnover Tax :

Greek Increase of Bound Duty

United States Export Subsidy on Poultry

(Action by the CONTRACTING PARTIES in the field of

( tariff reductions

(Proposals for closer European Economic integration

(Developments in OEEC trade liberalization

Report of Working Party on Applications under
Article XVIII

Freedom of Contract in Transport Insurance

Application of Article XXXV to Japan

l. Admission of Laos and Tunisia as contracting parties (L/530, 1/549)

The CHAIRMAN announced that this item had been withdrawn from the agenda,

2, Report of Working Party on Brazilian Tariff and Schedule (r/581)

The CHATRMAN recalled that the report had been presented to the CONTRACTING

PARTIES at the previous meeting, but the vote on the draft decision had been
deferred pending the receipt of instructions by certain delegations,
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The CONTRACTING PARTIES approved by thirty-one votes in favour, none
against, the Decision that the provisions of Article II paragraph 1 of the
General Agreement be waived, subject to certain terms and conditions, to the
extent necessary to permit the Brazilian Government to put into force its
new customs tariff immediately following its enactment,

The report as a whole was approved,

The CHAIRMAN then drew attention to the last paragraph of the Decision
which provided for the establishment of a Tariff Negotiations Committee to
make arrangements for the conduct of the negotiations, He announced that
the following delegations had indicated that their govemments intended to
perticipate in the negotiations with Brazil and therefore wished to be
represented on the Committee, .Accordingly he proposed that the Committee
should be composed of: '

Auvstralia Czechoslovakia Japan

Austria Dominican Republic Norway

Benelux Finland Peru

Brazil France Sweden

Burm Greece Union of South Africa
Canada india United Kingdom

Chile Italy United States

and any other contracting parties which might later report their intention
to negotiate,

The CONTR4CTING PARTIES approved the comp031tion of the Committee and
the following terms of reference:

(1) To make arrangements for the conduct of the negotiations referred
to in paragraph 1 of the Decision;

(i1) To examine questions of gcneral concern to the negotiating
contracting parties, such as those referred to in paragraphs
4 and 5 of the Working Party's report; and

(iii) To report on the results of the negotiations to the CONTRACTING
PARTIES,

The CHAIRMAN suggested that tiL: Committee should elect its own Chairman,
that it should meet in Geneve thoug: it might be found desirable to arrange
for meetings of alternates in Rio de Janeiro, and that the first meeting
should be held on 19 November,

These proposals were agr.ed.
The representative of Denmark rccorded that he had not received instruc-

tions from his Government as to whc.oucr it Jesired to participate in the
negotiations, and, therefore,; to be a member of the Committee, The CONTRACTING
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PARTIES took note of this statement, and instructed the Executive Secretary
to communicate with the Governments of Haiti and Uruguay, which were not
represented at the Session, to enquire whether they wished to negotiate and
to be represented on the Committee.

- Mr, VALLADAO (Brazil) expressed the appreciation of his delegation for
the action taken by the CONTRACTING PARTIES and said he would convey to his
Government details of how fully the question had been considered and of the

- sympathetic understanding that had b®ven shown,

3. Brazilian Internal Taxes

The CHAIRMAN recalled that it had been agrecd that the Working Party on
the Brazilien Tariff and Schedule be asked to examine the question (SR.11/8
page 63), He then drew attention to the reference in paragraph 9 of the report
of the Working Party (IL/581).

The CONTRACTING PARTIES took note of the assurances given by the Brazilian
delegation regarding the enactment of a new excise law which should eliminate
the discriminatory aspects of certain Brazilian taxes and expressed the hope
that this guestion would now be settled,

4, TFrench Special Temporary Compensation Tax on Imports (L/585/Rev,l)

The CHAIRMAN recalled that at the previous meeting certain amendments
had been proposed to the draft decision which hed been submitted for approval;
he had then suggested that the delegates proposing changes in the text should
confer and that consideration of the decision be postponed until agreement
had been reached, The draft decision had since been amended and the revised
text had been distributed in document L/585/Rev.le

Mr. SWAMINATHAN (India) said that, thanks to the comprehension shown by
the French representatives, his delegation now agreed to the revised text and,
accordingly, wished to withdraw the proposed amendment ¢

The CONTRACTING PARTIES approved the decision as revised,

5, French Internal Tax on Automobiles (L/520)

Mr, CORSE (United States) said that on 4 September 1956 the French
Government had imposed an annual tax of 100,000 F.Frs, on all automobiles and
station wagons with a power rating for fiscal purposes of more than 16 h.p.,
which were less than two years old with a progressive reduction for older
vehicles registered in France after 1 January 1950, While his Government was

sympethetic to the social objectives which the proceeds of this tax were intended

to help finance, it was opposed to the tax because of the extent to which it
discriminated against certain imported automobiles as compared with competing
domestic cars, Furthermore, this tax had protective effects because of the
eriterion used: the tax applied only to automobiles and station wagons of
more than sixteen fiscal horsepower, Since there was only a negligible
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production of French motor cars with this power rating, the tax affected almost
exclusively imported cars, and United States mskes in particular, All American
cars imported into France, except for one type of special vehicle, were cars

of more than sixteen fiscal horsepower., The protective intent of the tax was
further demonstrated in the course of the debate on the measure in the French
Assembly., The original project called for a tax on cars of more than fifteen
fiscal horsepower, This had been amended, as the record of the debate showed,
"to more than sixteen fiscal horsepower" in order to exempt the French Citroen
6 cylinder car of sixteen fiscal horsepower, the only mass-produced French car
of more than fifteen fiscal horsepower, While a new tax had also been imposed
on caers of sixteen fiscal horsepower or less, it was a special levy, and very
much lower (85 per cent lower in the case of new automobiles rated twelve to
pixteen fiscal horsepower) then those rated at more than sixteen fiscal horse-
power,

This tax could not properly be considered as a luxury tax since the cost
of a car was not necessarily proportionate to its power-rating, A number of
Buropean cars of less than sixteen fiscal horsepower wcere sold on the French
market at prices well above those of standard American cars of popular mekes,
Nor could the tax be defended as a fiscal measure since the loss of customs
revenue and other income resulting from the probable reduction in imports of
American cars was likely to exceed the amount of revenue the tax would produce.
Imports of Auerican automobiles were already subject not only to an import
duty of 30 per cent ad valorem and a value-added tex amounting to 25 per cent
of the CIF duty paid value of the automobile, but also to a perequation rate
or premium, averaging approximately 40 per cent, The effect of the additional
F.Frs, 100,000 (approximately $285,00) annual tax would be further to narrow
the restricted market for American automobiles in France, His Government
considered, therefore, that this tax nullified benefits to which the United
States was entitled as a result of the tariff concessions on automobiles
negotiated at Geneva and Torquay,

Mr. Corse said that his delegation would like the CONTRACTING PARTIES
to decide that this tax nullified and impaired a concession and that it
afforded protection to domestic production and was, therefore, contrary to
the principles of Article III, However, in view of the late stage of the
Session his Government proposed to continue to discuss the matter bilaterally
with the ¥French Government, but might desire to bring the item before the
Intersessional Committee,

Mr. PHILIP (France) said that in the United States' submission there was
no case ror his Government to answer, as the complaint was legally not acceptable,
The complaint was based on paragraph 1 of Article III which provided that
internal taxes and other internal charges should not be applied to imported
or domestic products so as to afford protection to domestic production, The
Decree applied to all motor cars of more than sixteen horsepower whether
imported or domestically produced. Although most of the motor cars of that
class circulating in France were of foreign origin, this was because the French
makes were so expensive that only foreigners were purchasing them, There were
nonetheless some French motor vehicles of more than sixteen horsepower
circulating in France which were subject to the tax, The delegate for the

)
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United States had referred to an amendment to the law replacing fifteen
horsepower by sixteen horsepower which, it was thought, aimed at exempting

the Frsnch fifteen horsepower Citroem car, However, the production of this
type of car had been discontinued and there would therefore be no reason to
vroteet it. The intention of the law was actually to introduce a system of
progressive taxation on income based on an external sign of wealth, namely

the horsepower of a motor vehicle, The United States delegate had also claimed
that the tax was nullifying the benefits of tariff concessions. However, the
new tax was neither an import duty nor a fiscal duty on the purchase of
automobiles; it was classified in the category of income taxes,

Furthermore, the complaint was inopportune, for the tax had not been
proposed by the Government but by Parliament which had decided upon it with
an overwhelming majority. His Government had tried to take into account the
observations which had been made by several governments and had eased the
conditions set by Parliament to such an extent that he was not convinced of
the legal validity of the Decree as it did not seem to implement fully the will

of Parliament, Indeed, the law of 30 June 1956 establishing a national solidarity

fund for old people provided that passenger cars of more than sixteen horsepower,

registered after 1 January 1950 would be subject to an annual tax of
F,JFrs.100,000, The Decroe of 3 September 1956 had replaced the criterion of
the dato of registration by the age of the vehicle, Motor vehicles of more
than six years werc excrpt,whereas according to the Law even a vehicle of
twenty years should have becn subject to the tax 1f registered after

1l January 1950, Whereas the Law provided for a uniform tax of F.Frs,100,000
for all cars, the Decree only applied to motor cars less than two years old;
motor cars between two and four years old benefited by a 50 per cent reduction
and those botween four and six years by 75 per cent, The complaint was
therefore inopportune and it could be hoped that the Prcss would not mention
it too much for the results might be contrary to those sought by the United
States Government since it might lead Purliament to urge the full application
of the law,

Mr. Philip said that a generdl debate was taking place in Parliament on
the restrictions in the circulation of motor cars, If a decision were taken
to ration petrol, it was possible that the tax would be abolished., Moreover,
the difficulties he had mentioned in the debate on the Compensation Tax would
coertainly be aggravated through the shortage of petrol and the consequent
rise in price. His Government might be induced to take even more restrictive
moasurcs which could not yet be defined,

Mr., FORTHOMME (Belgium) said that his Govemment had an interest in this
gquestion, . A

The CHAIRMAN said that it would be notod that the United States Government
intonded to continue its consultations with the Government of France, If
the outcome of the consultations was not satisfactory, the matter could be
referred to the Intersessional Committee which could deal with it under
paragraph 15 of the intersessional procedures,

~
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6o Chairmanship of ICCICA

The Chairman said that his period of office as Chairman of the Interim
Coordinating Committee for International Commodity Arrangcments, to which he
had been nominated by the CONTRACTING PARTIES at the Tenth Session had now
expired, The nomination of a successor had been discussed at a meeting of the
Heads of Delegations and it had been decided to propose Sir Edwin McCarthy,
Deputy Australian High Commissioner in Iondon,

The CONTRACTING PARTIES agreed to nominate Sir Zdwin McCarthy as Chairmen
of ICCICA for the ensuing year, and instructed the Executive Secretary to
~ submit this nomination to the Secretary General of the United Nations,

Mr. JOCKEL (Australia), on behalf of his Government, expressed his thanks
and appreciation "to the CONTRACTING PARTIES,

7. Report of Working Party on United States Agricultural Restrictions (L/590)

Mr, BERTRAM (Rhodesia and Nyasaland), Chairman of the Working Party,
introduced the report, He said that the Working Party had been very
appreciative of the information which had been submitted in response to
proposals made at the Tenth Session and for the additional information which
had been made available by the United States representative on the Working
Party. Members were interested in the steps being teken by the United States
Government to reduce production through the Soil Bank programme and this was
set out in some detail in the report, but it was noted that the full effects
of the programme on new crop production would not be felt before 1957, The
position with respect td dairy products had been carefully examined and in the
report the Working Party stressed the importance of price support levels in
this field, It was also noted that there had been no change in import quotas
despite a decline of stocks, and the Working Party urged that some efforts be
made to provide relief and, in particular, expressed the hope that the United
States Government would afford increased opportunities for exports of cheese 'y
to the United States, -

Mr, Bertram drew attention to the recommendation in the report that the
CONTRACTING PARTIES authorize, under Article XXIII, the Government of the
Kingdom of the Netherlands, in view of the continued maintenance of import
restrictions on dairy products, to apply a limit to imports of wheat flour
from the United States during 1957,

Mr, JOCKEL (Australia) said thet his Government attachcd considerable
importance to the report submitted by the United States Government under the
waiver and to its careful examination by the CONTRACTING PARTIES, The report
showed that the Working Party had been obliged to note with disappointment
that the only relaxation of the restrictions that lmd occurred since the
submission of the last report was a temporary suspension of the controls on
peanuts, The Australian delegation regarded as especially important the point
made in the report thet the restrictions fell particularly heavily on certain
products and that what was of particular concern to other countries wes the
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opportunity to export to the United States merket free of import restrictions,
His delegation had been pleased to note, however, that efforts were being made
by the United States Government to deal with the problem of surplus agricultural
production, '

The CONTRACTING PARTIES authorized the Government of the Kingdom of the
Netherlands to suspend the application to the United States of 1ts obligations
under the General Agreement to the extent necessary to allow it to apply a
limit of 60,000 metric tons on imports of wheat flour from the United States
during the calendar year 1957,

The representative of Czechoslovakia asked that his abstention be
roecorded,

The Report of the Working Party was adopted,

At the request of Mr. CORSE (United States) it was agreed to derestrict
at the close of the Session the Second Annual Report (L/540) submitted by the
United States Government under the Decision of 5 March 1955,

8+ Gorman Turnover Tax as applied to Imports of Printed Matter (L/562)

Baron BENTINCK (Kingdom of the Netherlands), referring to his Government?'s
complaint about the application of the German 4 per cent compensatory turnover
tax on imported printed matters such as books and periodicals (L/562), said
that during the present session his delegation had had an opportunity to discuss
the matter with the representatives of the Federal Republic and that the
discussions would be pursued further, He hoped it would prove possible to
settle the matter satisfactorily through bilateral consultation and in these
circumstances he proposed that the complaint need not be examined by the
CONTRACTING PARTIES.

Mr, KLEIN (Federal Republic of Germany) said he hoped that bilateral
talks between the two delegations would lead to a aatisfactory solution,

Mr, STANDENAT (Austria) agreed with the views set out in the Netherlands
complaint, Austria had an interest in this case, as it was an important
supplier of printed matter, and his delegation might wish to discuss the
question with the German delegation,

The CHATRMAN said the CONTRACTING PARTIES g@ould hope that a satisfactory
settlement would be reached in the consultations among the delegations
concerned,
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9. Report of Customs uxperts on Greek. Incresse of Bound Dutv (1./580)

The CHAIRMAN recalled that at a pravious meeting (SR.11/12, p.115)
the CONTRACTING PARTIiS, after hearing the complaint of the Government of
Germany concerning the increase in the customs duty on an item bouné in the
Greek Schedule, had appointed a group of customs experts to discuss the
matter informally with the representatives of Germany and Greece.
Messrs. Howey (Canada), Fiala (Czechoslovakia), van Alphen (Netherlands) and
Skearer (Norway) had drawn up a report which was contained in cocumsnt L/580.

lr. van ALPHEN (Kingdomof thc Netherlands),a member of the group, said that
the experts had examined the statement of the Germsn delegation concerning the
Greek increase in the duty on long-playing records and had given careful
attention to the explsnation by the Greek delegation on the views of its o
Government. When granting a specific duty concession on "gramophone records"
in the negotistions at Annecy and Torguay the Greek Government had not
attached any qualification to the description of the product. The experts
considered that long-playing records fell within that item and were covered
by the concession and that, therefore, any increase ir the duty or ths pro-
viadon of an ad valorem rate for any part of the item should bs done by
recourse to the provisions of the Agrsement providing for the modification
of coneessions,

Mr. CAFTANZOGIOU Greece) stated that the conclusions of the experts
had been sent to his Government for studv. As he had already stated 2t
a previous meeting, it was his Governmant's visw that long-playing records
were a new articls, different in several aspects from records of the standard
type. They accordingly considersd thet thev had the right to reclassify
this product uncer another tariff item and to increase the import duty. The
duty bound to France and Germeny at Annecy and Torquay relasted to gramophons
records of soventy-eight revolutions, as these were the only type that
existed at the time of the nagotiations. The practice generelly followed
for the assimilstion of new products to existing tariff items, to which the
Report referred, could not be applied in this case. The Greek d=legation,
therefore, could not associate itself with the conclusions of the experts
and thought that the matter should be studied more thoroughly by a larger
body more representative of the contracting partiocs. tle proposed that the
CONTRACTING PARTIAS submit the exemination of the problem either to a larger
working group or to the Intersessional Committee.

Mr, KLEIN (Federal Republic of Germany) seid that his Governmont con=-
sider:d that th: binding of an import duty for a specificd commodity had to
apply even if an improved typse of that commodity was developed subsequently.
This opinion was in accordance with the long-standing practice of tho customs
administrations of Gormany and other countriss. lioreover, thz group of
particularly quelifiesd experts had arrived at the seme conclusion, In these
circumstances thserc iras no need for further expert sxaminstion of the subject
at the legal aspects hcd alrsedy been clarified.
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Mr. VARGAS GOMEZ (Cuba) thoughs the ccnclusions of the group of experts ge™
rise to considerabls doubt, The problem had not bescn studisd sufficiently.
His delegation would support the proposal of submitting the case for
examination by the Intersessional Committec and for final consideration at
the Twselfth Session, In thec meantime his delegation would have time to
cxamine ths metter more thoroughly and consult with its own customs exports.

Mr, SWAMINATHAN (India) s2id that there were two difficulties involved,
namely the difficulty of classification and the anomalous situation creatod
by specific duties. As the concession had been negotiated at a time when
the new product wes not widely know, he would support the request for further
study.

Mr. PHILIP (France) agrsed with the views of the German delsgation. He
did not think it necessary to have the problem examined further.

Mr. GARCIA OLDINI (Chile) said that the conclusions of the group of
oxperts wore far from convincing. Jeoveral aspects of the problem had not
been considered and he thersfore supported the Greek request for re-
examination of the question.

Mr. DE IA FUSNTZ IOCKER (Peru) supportcd the proposal to convene
a committee of sxperts for thers wors some aspects of the problem which had
not been studied sufficiently.

Mr. KIEIN (Fedecral Republic of Gormany) said that in visw of the state-
ments of vearious delegates, he would agree that the question be referred to
the Intersessional Committes, However, he stressed that a question of
paramount importence for the whole value of the conventional duties bound
under the General Agreement was involved. He therefore thought it was
~mpropnizto not only to refer the matter to the Intersessional Committce but
that the Committce should nominate, if it thought desirabls, & working party
of oxperts to look into the problem thoroughly and cxamine the questions of
prineciple involved.

The CONTRACTING PARTIES decided to refor this item for consideration by
the Intersessional Committes which could appoint a workirng party if deemed
desirabls,

Mr, VARGAS GOM32Z (Cuba) seid that if the Committee should appoint
a larger group of cxperts or & working party, it should have a balanced com-
position because the question had both tochnical and policy aspects to be
considered; the group should include roprosentatives of Asiesn emd
Iatin American countries.
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The EXECUTIVE SECRETARY said that the Intersessional Committec, in
establishing working parties as empowercd undcr its mandatas, would desire to
have a group as representative as possible, The reputation and standing of
the CONTRACTING PARTIES depended upon the efficiency end effectiveness with
which they performed their work. The Intersessional Committse would, no
doubt, give ample notice of the consideration of the question, and it would
be up to the Committee to appoint a working party compctent to perform its
task. If the Intersessional Committee were to be affective and to help the
the CONTRACTING PARTIES in their work, its represcntation hed to be
appropriate to the questions under consideration and the contracting parties
accepting membership should appoint thoeir representatives with full conscious-
ness of their responsibilities,

10. United States Export Subsidy on Poultry (L/586)

The CHAIRMAN stated that the delegation of Denmark had submitted
a statcment (1/586) conccrning a sale of poultry by the United States to the
Federal Republic of Germany asking that this question be added to the Agenda,

The CONTRACTING PARTIES agrced that this itom be esdded to the Agenda.

Mr. GUNDELACH (Denmark) apologized for proposing a new item on tho
Agenda at such a date in the scssion, but the matter involved such important
principles that his delegation had found it proper to raise it with the
CONTRACTING PARTIES at this stage, beforc the normal procedurse of bilateral
consultations was adopted. The United States Department of Agriculture had
announced on 27 September 1956 that an export subsidy of 5.5 cents per 1b.
would be grantcd for export of poultry mcat to Germeny. In that announco-
ment, the hope was expressed that American poultry products might find a per-
manent market in West Germany becousse at the present time output in the
United States cxceeded consumption. The funds mede eveilablc as subsidics
would make possible an initial export of 3 million 1lbs,

For many years Germany had been & traditional markst for Danish poultry
and in recent yoars had besn taking between one-fourth and one-third of total
Danish exports of poultry products, The importance of the German market to
Denmark was illustrated by the fact that when bilateral tariff nogotiations
betwcen Denmark and thc Germaen Federal Republic were held in 1951, within the
framework of the General Agreement on Tariffs and Trade, Denmark as
"principal supplier' had obtained a reduction of the Germen tariff rate for
poultry,. If, however, Americen poultry - of the very quality that competed
with the Danish product - wes exported with subsidies, an elsment of inequality
would be introduced, which would seriously affect traditional Danish cxports.
The concern of the Danish Government had become even more gravs sincce infor-
mation had been received of intended sxports of oggs at subsidized prices
from the United States to Germany for an amount of approximately 1 million
dollars. As with the case of poultry, Germany had been a traditional
market for Danish oxports of oggs bofore as well as after the war. In 1955,
nearly one-half of totel Danish cgg sxports went to Germany, and the German
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share of Denish sxports increescd to about 6C per cent in the, first ten
months of 1956, His dolegation hud certain rezsons to belicve, however,

thet this plan might not be cerried out, and would like to hevo this
confirmed.

Under othur itoms of the agenda, in conn.xion with th> dispos:l of sur-
plus stocks,his dulegntion hrd zxprossed its views om these problems, and at
the seme time had shown appruciation of the difficultiss involved. In the
case of poultry and cggs, howesver, ths United Stetes authorities worc not
facing an actual surplus stock problem. Furthormorc, in this case, littlo
secmsd to havs beon done to sxpand intcrnal consumption. Tha offorts to
secure, by moans of subsidiss, a permancnt market for sueh goods in Buropean
countries, which wore traditional markets for Denish exports end to which the
United Stetes of Amorice hnd apperently not proviously oxportcd such pro-
ducts, must thersforc cause the Denish Government sorious concorn. . Theso
@fforts wore cspecially harmful to Danish exporters ot a time whon Denmerk
was fully able to supply the Europsan merkets at competitive commoreial
prices, United States exports were also likely to influence pricecs in
othor markcts, which might have scrious ropercussions on the Danish economy,
inasmch as Denish exports of oggs alonu, for example, represented 6 -~ 7 per
cont of tha valis of total Danish oxports,

Zxports of agricultural products such as poultry and oggs at subsidized
pricos to Denmark's traditional merksts did not socm compatible with the
spirit of thoe present Article XVI. His dclegeation regratted that the
amendments to Article XVI adoptad =t the Ninth Session hed not yot come into
force sincs thc rovisad Article XVI morc clearly statcd that contraoting
perties should sssk to avoid the use of subsidies on the export of primary
products including agricultural products, in view of the harmful cffocts
which export subsidies might have for other membor countries, Furthermors,
the amended toxt stated that if subsidies worc granted thoy should not be
applizd in a menner which results in thet country obteining mors than an
aquitable shero of world export trade in the product, account being takoen of
the sharss of contrecting pertics in the trade in the product during & previous
reprcsentative period. It appusrsd that the United Statss had not proviously
been treding in thess products with Gormany. #ven though the proposed
amondmonts had not yst come into force, ho pointod out that the United States
Governmont had accepted the revisod toxt.

In visw of tho harmful offects which such subsidized sales of agri-
cultural products worc likely to havo for normol Danish exports the Danish
Gov:rnment would like to have the matter revicwed within the framowork of
GaTT with a viow in the first placo to obtein from the United States
Govornmont the informetion which was forsseen in the present Article XVI, and
in the second place to obtain assurances that any vlans for thoe subsidization
of sggs wore mot to be carricd out and thet the plenned subsidization of
poultry would bc limited as far as possible, His delegation would cspocially
like to have it confirmed that the plens rcferrcd to did not constitute the
introduction of new policies by the Unitod States Government with regard to
the exportation of agricultural products.
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"He suggested thet this roviow be carried out through bilateral con-
sultations with the Unitod Stetes Govsrnment as snvisaged in Artiecle XVI,.
At the same time tho Denish Government desired, howsver, to reservs its
right to bring the matter before the CONTRACTING FARTIAS again after thse cone
elusion of the bilatcral eorsultations.

Mr. CORSE (Unitod States) said that his delegation hed only rseantly
"become aware of tho desire of thc Danish Government for consultetions on
this matter, His Government was always prepared to consult with contreacting
perties under the provisions of Artiele XVI,

Baron B4NTINCK (Kingdom of ths Netherlands) seid that his Government
was interssted in this metter and wishad to take pert in any consultations
to be hold with the United States Govornment,

i, HAGEN (Sweden) associated himself with the remarks of the
ropresentative of Denmark,

Mr, NAUDE (Union of South Arriea) seid that his delegation was
- generally concerncd about these developments but did not ask to participate
in the consultations in this cass.

The CONTRACTING PARTIES took note of thae information contained in
1/586 and of the fact that the Government of Denmark proposed to consult
with the United States Government under the provisions of Article XVI,

11, (Action by the CONTRACTING PARTIES in the field of tariff reduction
{ Zroposals for closer suropean ecconomlic integration (L/500, L/535)
(Developments in OUEC trade liberalizetion (1/542 & Corr.l & Add.l)
((Spec/225/56 & Corr.1 & Add,1)

The CHAIRMAN rocalled that when these items were last discussed
(SR.11/14) it wes agreed that the conclusions to be recorded should be sube
mitted to a subsequent mssting for approval; a proposed text had been
circulated (Spec/225/56 & Corr.l) and also a proposed addition
(Spec/225/56/44d.1).

Mr, FORTHOMME (Belgium), referring to the readiness of the six European
:overnments to submit any agreed arrangements for & customs union, proposed
that the reference to "scheme decided upon” should be amended to read
"reaty concluded’,

Mr, PEREZ-CISNEROS (Cuba) seid that in the opinion of his delegation the
proposed text accurately raflected the deliberations that had been held on
this subject end he recorded the apprsciation of his delegation to the
Cheirmen for his offorts in preparing the text, He agreed that the wording
proposed by tho ropreosentative of Belgium was in accordance with the
statement he had made at the thirteenth mesting; however, since a specific
reforence was mada to the provisions of paregreph 7(a) of Artiele XXIV,
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the Cuban delegation wished to record that in giving its epproval to the
proposed wording it was not accapting eny perticuler interpretation of the
provisions of Article XXIV:7(a). Cn tho other hand, it wes the hove and
expectation of his dslegation that if thz six .uropean countrises should

finally reach sgrecment, the fact that they would submit the triety to the
CONTRACTING PARTISS only after it hed been signed could not be interpreted

in the sense that the text of that treaty would be uneltersble. Finally,

it wes also the understanding of his delezation that their approval of the

toxt would not mean they were pessing judgmont on the substance of tho question.

Mr. FORTHOMME (Bolgium) s=ié that piragraph 7(a) of Article XXIV did
not define tho meaning of the words " ... deciding to enter into a customs
union ,.."; ths dscision had first to be taken and then the arrangement
could bs submitted to the CONTRACTING PARTISS.

Mr, SWAMINATHAN (India) associetad himself with the remarks of the
represantative of Cuba, His d-legation had a certain approhension, however,
about tha proposal by the representative of Belgium to substitute tresaty"
for ‘ischeme” in the proposed conclusions, since when six important industrial
countrics of Zurope had drawn up & draft treaty it would be extremely diffi-
cult to persuade them that any changes should be mads. It would be
preferable, thersforc, to havz some procedure to ensure that the CONTRACTING
PARTIHES would be consulted to determing thet whatever instrument was drawn
up would be in conformity with the principlss of the General Agreement., No
doubt the secretariat could devise such a procedurs,

Mr. GARCIA OILDINI (Chile) recallsd that et previous discussions ho had
expressed certain doubts as to the tochnique to be adopted and as to the
possible results of the applica®tion of the proposed text,. The representative
of Belgium hed observed thet Article XXIV:7(a) did not define what wes meant
by "deeiding'; an analysis of the paragraph would indicate that tho word
"deciding" does not refer to the situation after an agrecment had bean signed,
but rather to the prcparation of a customs union agreement. IMr. Gareia
0ldini read paragraph 7(a) and said this would be meaningless if the
CONTRACTING PARTTES had no opportunity to intervéne in the elabor:ztion of the
agresmont.

The CHAIRMAN drow the attention cf the representative of Cubea to the
fact thet the wording of peragranch 3 of the proposed conclusions, in his
understanding, did not indicate a fait accompli . Once the arrangements
had been made, the signature referred to in paragreph 3 would be part of
those arrangements in that i% would represeat a "deeision of the
contracting parties concerned t0 entor into a customs union; this "decisionV
would then be submittcd to the CONTRACTING PARTIES.

r, PRIZSTER (Dominican Republic) associated his delegation with the
remarks made by the represcntatives of Cuba, India and Chile, as he felt this
was a mattor of groet importance for countries outside Europe, and the
CONTRACTING PARTI®ES should not record any conclusions that might be rogrotted
at a later date. Therefors, his d:legation also had apprehensions about the
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proposal by the representative of Belgium to substitute "treaty" for “schoma®
in the proposed conclusions as it wes felt that the CONTRACTING E.RTIZS

would lose the »nossibility of intesrvention in the drawing up of the final
instrument; he would prefer some wording which would make it clcear that

the CONTRACTING P~RTIES should have an opportunity to intervene in tho mettor,
His delsgation thercfore preferrsd & text which 4id not includs the words
"reaty concluded”,

Mr. PORTHOILT (Belgium) scid he understood the fears of certain
delegations that thc CONTRACTING PARTISS might be placed in a difficult
situation, but reminded them that the present proposzls did not relate to the
craation of somsthing of an sxceptional character, such as the ZCSC, but were
concerned with the crestion of a customs union coming within the critseria of
Article XXIV. The s8ix countrics had not vet resched any cecision and it
would serve no purpose, therefore, to submit mere proposals to the CONTRACTING
PARTIES. The proposed text of the conclusions need not be altercd as it
was not the inteontion of the CONTRACTING PARTIZES to deprive contracting
partiss of their rights,

Mr. STANDENAT (Austriz) thought it would be more appropriate if the
reference to ‘'the OXEC Qouncil in paregraph 5(b) of the proposed text
simply read 'the OZECY,

It wes agroed to delete the werd "Council" in parsgraph 5(b).
The CONTRACTING PARTIES agreed as follows:

1. thet an item ""Plans for Tariff Reduction' be included in the
agenda for the Twelfth Session;

2. conecocrning the information placed beforc the Eleventh Session
by the Zxccutive Secretary on the subjecct of OZEC liberalization,
that the appropriate course for countries having particulap
problems in this conncxion woulcd be, in the first ingtance, ta
havs recourse to Article XXII of the Guneral Agreemdht;

3e that the CONTRACTING PARTIES take note of the assurance givem
on beialf of thc six Zuropsan countrics at present cngaged in
devcloping a plen for a common market that they wers prsparad
to submit for consideration by the CONTRACTING PARTIES in
accordance with paragraph 7(a) of Article XXIV any treaty
concluded aftir its signature and before its ratifieation;

4, that the CONTRACTING PARTIES note with satisfaction that
closc collaboration hed been cstablished between tha GATT
seerctariat and the OEEC regarding preparatory work for the
study of a possible association, by means of a free-trade eroe,
of OZEC mcmbers with the six countrics engaged in the study of
a plan for & common merkat;

3 |
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5. that the CONTRACTING PARTI=S instruet the Intarsessional
Committce:

(a) to follow developments in these fislds,

(b) to sct for them in any consultetions which might be
arrenged with the 0QEC, and

(e) to report to tho Twelfth Scssion.

The CHAIRMAN then &rew attontion to the proposal of the Czechoslovak
delegation to add the following paregreph to the conclusions to be recorded:

"that the Zxeecutive Secretary prepare end circulate to the
contracting parties a study on posesible effects of tha anvisagad
duropean economic integration on the trade of the contracting
partiss and & roview of proposals desalt with and activities
developed in the United Nations and in its orgaens aimad at an
increase of internetionsl trede.”

Mr., CORSE (United States) thought it might be too esrly to make the
assessment called for in the first part of the preposal. With respect to
the second part, he wes sure thet contracting parties hed closely followed
the discussions that had taken place in the United Nations. He felt that
the CONTRACTING PARTIZS should concentrete on the work more directly re-

. lated to their terms of reference - to provide for developmsnt of trade

elong practicel lines; his dolegetion, therefores, would oppose the adoption
of the proposal,

Mr, AUGENTHALER (Czechoslovakia) said his delegation had obsorved the
importance which meany other represontatives had atteehed to this problem £nd
thought it would be suiteble to havc a study on the possible offects on the
treds of other contracting parties. Tho second pert of the proposal was
not directly concernod with the intecgration plans but with liberalization
plens in general; since therc seemed to be no other occasion to bring this
matter up his delsgation had proposcd the amendment in this form.  If the
seerctariat could inform him that in making their studies they would bear
in mind the points raised by his delegetion hs would not press for formal
acceptence of tho amendment.

The TXECUTIVI SECRETARY assurcd tho reprsosentative of Czechoslovakia
thet the secratariat, when preparing its annual review of international trade
and other surveys, endeavourad to kcep thoir work as practical and as
topical as possible. In the considsratior of plans for ths next rsport
on international trade, carsful ettention would be given to the more
important economic developments that had taken pleace, including the matters
raised by the Czcchoslovak delegation,
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12, Report of tas orking Farty on Applications under Artiele XVIII (I1/591)

Baron BENTINCKX (Kingdom of the istherlands), Chairmen of ths Working
Party, introduced the Report (L/591), Tho Working Party hed cxamincd tho
~applications by thg Governm:nt of Csylon for rcleases under Article XVIII
with respect to a number of products, In the course of thsa discussions the
original application for one of the products had been withdrawn. The re-
maining applicetions had bsen carefully considered in the licht of the
relevent paragraphs of Article XVIII. In some cases it had appeared that
releases could not be grantsd by the CONTRACTING PARTIES bsfore agreement was
roached with the contraeting parties directly iInterested, In an interim
report (L/558), which had besen approved by the CONTRAGTING PARTIES at the
sixth meeting of the Segsion, any contracting party directly intercsted head
been requested to notify the Working Party of its intention to consult or
negotiate with Ceylon, Since then the Working Party had been informed that
consultations or negotiations had been held and agreemsnt had been reached.
The eonclusions and recommendations of the Working Party relating to these
and other items were in the Report. The Working Party recommended that the
necessary roleases be granted subject to a number of eonditions set out in
the draft decisions submitted as annexes to the Report.

Mr. FORTHOMME (Belgium) said that his.delegation had at first thought to
reserve its position with respect to the rccommendestions and proposed de-
cisions as there had not been time to submit the Report to its Government.
Lowever, in view of the faet that the Report evidenced that the applications
woere reasonablc and that there sxistsd a real neced for Ceylon to obtain
these rsleasss, he would take the personal responsibility te approve the
Report and the decisions.,

The CONTRACTING PARTIES approved thc three deeisions granting releases
to Ceylon regarding certain spscified items and adopted the Report,

Mr, WIRASINGHA (Ceylon) thanked the CONTRACTING PARTIES for the de-
cisions. He was particularly grateful to the delegations of those countrics
which were directly affected by the relsases,

Mr. MATHUR (India) said that in conformity with the well-known poliecy
of his Government, the Indian delegation had supported Cevlen's rsquost for
liverty of action under the General sgreement for taking the meesures which
it considered necessery in the interests of its economic development, In
oxamining the noceds and justifications for these measures his delegation had
allowed itself to beo guided largely by Ceylon's own assessment of thc
requirements and potentialities of her economy. Some of the measures con-
templated would affect India's exports to Cevlon, but it was the belief of
his Government that anything that helpsd to raisc the living standards and
provide employment in neighbouring gountriss wes bound to expend trade with
them. It was expected thet a prospsrous Cevlon would not altogether exclude

*its trading pertnors from a shere in its prosperity.
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ldss SEAMAN (United Iingdom) s2id that some of the relcases coverad
the establishment of industries whose capacity would fully cover the prcsent
markcts for the products conecerned., Her dclsgation notsd with satis-
fectlon that the torms of the relcases made provision for the continued im-

portetion of certein quentitiecs of tho goods concerncd throughout the period
of the releases. »

13. Freadom of Contraect in Transport Insurance (L/462)

The CHAIRMAI® recalled thet & working party at the Tenth Session had
submitted & report containing a draft recommcndation whieh envisaged the
eventual elimination of restrictions in this field, but considoration of the
report had been deferred., Several doleogations at this Sossion had informed
him that there wes still a divergence of view among the contracting partics
and that, therefore, they would prefer that the item should not be further
examined at this time. They had also indiceted that they would welcome
an opportunity to pursuc their discussions with other governments befors the
question was discussed <gain in a plonary mecting of the CONTRACTING PARTIES.
He thersfors suggostced that discussion of this question should be postponed
and that it be included in ths agenda for the Twelfth Session.

Mr, FORTHOMME (Belgium) regretted that there had been no opportunity for
discussing this question at the present Session. The item had already been
carried forward from ths Tenth Session and he feared that if the poliey of
excossively limiting the duretion of sosgsions continued, comsidorstion of
it might again be deferred at the Twelfth Session.

It was aggeed to defer consideration of this item and to include it
on ths agenda for the Twelfth Session.

14, Application of Article XXXV to Japan

The CHAIRMAN recalled that the fact that fourtecn contracting parties
had invokcd Article XXXV at thc tims of the aceession of Jepan had been the
subject of & lengthy discussion at the Tenth Session. In summing up that
discussion tho Chairman had said that it secmed to be generally r:cognizod
that the widesprecd invocation of that Artiecls creetcd o situetion which was
of concern to the CONTRACTING P~RTIES as a whole, It had boen agrcasd that
the contracting partics concerncd should undertzke further consultations
with the Government of Japan with a view to seeking e solution which might
onable thom at an carly dete to withdraw the appliecation of article XXXV.
Further, it hcd boen agreed that this matter should be kept under reviow
and that if no satisfactory outcome wecre rcached it should bc on the agenda
for the presont Session.

iir, TATSUKE (Japan), referring to the Chairman's summerv of the dis-
cussions at the Tenth Scssion, seid that as recommendcd his Government had
endecavoured to consult with the contracting pertics conccrned with a view
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to secking a solution. In spite of his Government's offorts no concrete
results had bosn a@chieved by ths beginning of the present Ssession. He was
gled to rcoport, however, thet as a rssult of consultations with Brazil, both
in Rio de Janeiro and in Geneva, the Government of Brezil had agreaed to N
withdraw the application of Article XXXV whon its new tariff came into force
end to enter into teriff regotistions with Japan,

At the Tenth Session it secmed to have been generally recognized that
the widespread invocation of Article XXXV created & situstion which was of
grave concern to the CONTRACTING PARTIES. The leader of his dolegation had
given expression to the strong concern of the Japancse Government by stating
that the fears of the invoking countries seemed to him unreal and that the
reesons adduced did not justify rccourse to Article XXXV, His Government
and, in his opinion, the CONTRACTING PARTIES as a whole continusd to be
concerned at the situation, Business circles in Japan were well aware of
the fact that the normal development of trade relations between any two
countriss would be disturbed if the exporting country permitted its products
to flood the merket of the other. They were, therefore, taking precautionary
mezsures whenever hecessary to avoid such an undesirable development. In
these circumstances his Government hoped that the contracting parties con-
carned would withdraw the application of Article XXXV at an early date and
wished to continue consultations with them to that end. He would welcome
any suggestions for the solution of the problem. In conelusion, he re-
quested the CONTRACTING FARTIES to rcaffirm the summary of the Chairman at
the Tenth Session recommending consultations between the Government of
Japan and the countriss concerned, to instruct the Intersessional Committes
to keep the mattor under review, 2nd to include it in the agenda of the
Twelfth Session.

Mr. BARBOZA-CARNEIRO (Brazil) wes glad that it had been possible to
reach an agreement with the Government of Japan in this matter. His
Government desired to withdraw the application of Article XXXV as soon as
possible and would do so when the new Brazilian tariff came into force.
This agreement was an illustration of the excellent commercial relations
existing betwoen his country and Jepan.

Mr. CORSE (United Stetes) was glad to hear this report as it constituted
a step in the right direction, His Government considered Japan's full
accession of great importance and hoped the problem would be satisfactorily
solvad in the near future.

Mr. SWAMINATHAN (India) rcgretted to report that the position with
regard to the invocation of Artiele XXXV by India had not changed since the
Tenth Session, but his Government continucd to hold the view that the
differences involved were, in general, of a marginal cheracter as only
a small part of th. tradec botwsen India and Japan was involved. It still
believed that bilateral consultstions would yield bestter rcsults than
& discussion in plenery meeting. Indie hed oxtended m-f-n trsatment to
Japan by troaty and its period of validity had racently been extended well

q
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into 1957 with a view to faciliteting the oxchangc of viows and finding

a satisfactory solution to ths problsm. To this ¢nd both countriss were
now sngaged in activating the negotietions between them znd hc hopaed that as
a result of thess contacts it would bc possible to report progress at the
nsxt Ssssion,

ifr, VARGAS-GOMEZ (Cuba) rcgrettad that his Governmsnt hed to resorve
its position on this subject as 1t folt thet Cube's trade relations with
Japan could not be satisfactorily econducted within th: framework of the
General Agrecmont end that it wes nccessary to negotiate & bilatoral egrcement,
Some discussions had taken plece but it had not yet been possible to rcach
8 satisfactory agreoemant, For this rsason, he did not think that his
Government would be preparcd to snter into consultetions with Japan con-
cerning Artiecle XXXV,

Mr. de la FUENTZ LOCKER (Isru) saic that his Government regardcé the
full accession of Jepan as important end supported the view that this should
be feeilitated.

It was agrecd to reaffirm the summary of the Chairman at the ¥onth
Session recommonding econsultations bstweon Japan and tha countries concerned,
to instruet the Intersessional Committee to kaep the metter under review,
and to include thie item in tho egonda for the Twelfth Session.

tir. TATSUKE (Japan) theanked the Cheirman and the CONTRACTING PARTIES
for this docision and said that his Governmont desired to continue con-
sultetions with the interested govermments in the hope of soon being able
to make a setisfactery report.

The meeting adjourned a2t 12,3C p.m,



