GENERAL AGREEMENT ON R

1/1923

TARIFFS AND TRADE 15 November 1962

Limited Distribution

CONTRACTING P.RTIES
Twentiocth Session

REPORT OF THE PANEL ON URUGU@!QN RECOURSE TO ,RTICIE XXIII

Tcrms of refercnce and mcmbership

1, The Panel was appointed by the Council in February 1962 on the instructions
of the CONTRICTING PLLTIES giveon at the nineteonth session. Its terms of
referonce were:

"In the light of the written submissions of Uruguay and in consultations
with tho contracting parties concerned, to oxamine the cases referred to it
by Uruguay, in accordance with the provisions of paragraph 2 of Article XXIII,
and to rcport thereupon to the Ccuncil,"

2e It will be rocalled that in October 1961 the represontative of Uruguay drew
the attention of the Council cf Reproscntatives (L/1572) to the trade probloms
concerning tomporate primary producers such as Uruguay, both as regards the
limited marketing opportunitics available to them and the failure of the prices of
thoir products to bc maintained at a satisfactory level, He made certain
proposals to ovorcome these problems, cnd distributed a table (Spec(61)294),
showing the oxtont te which Uruguayan cxports were confronted by restrictive
measurcs in force in ninoteen industrialized countrics,

3. 4t tho ninctconth session of the CONTR..CTING PARTIES in November 1961, the
ropresentative of Uruguay stated thot Uruguay would have rotourse to Article XXIIX
in respeet of fifteen countries (L/1647). The CONTRACTING P.RTIES were informed
that Uruguay had, during 1960, held a consultation with the Federal Republic of
Germony under Article XXIII:1 and, in 1961, with France and Italy under Article XXII,
In o further statoment during the ninetcenth session in December 1961 (L/1679),

the roprescntative of Uruguay informed the CONTR.LCTING PLRTIES that consultations

~under Jrticle XXITII:1 had been hold with twelve other countries, At the request

of Uruguay the CONIRACTING PiRTIES authorized the Council of Representatives to
teke up the motter cf the Uruguayan recourse under paragraph 2 of iArticle XXIII
should Urugucy so request,

4, On 11 ond 13 December 1961 the dclogation of Uruguay addressed a cormmuni-
cation to cach of the fiftcen Govermments concerned, reiterating the roprosen-
tations alrcady made, to tho effect that consideration should be given to the
abolition of their restrictive measures, which had been the subject of the con-
sultotions referred to above (cf, parcgraph 9 of C/W/33), In Fobruary 1962, the
delegation of Uruguay formally submitted to the Council of Representatives a
requost thot it take action in accordance with the provisions of Article XXIII:2,
The Council in February 1962 (1/1739), accordingly appointed the present Panel.
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5. The original membership of the Panel, as recorded in C/M/9 and L/1739,
comprised seven members in addition to the Chairman. Some of tnese members,
owing to practical difficulties (such as transfer of duty station away from
Europe, urgent duties elsewhere, etc.) found themselves unable to participate
in this work and requested that their names be withdrawn from the Panel. In
two cases, the Chairmen of the CONTRACTING PARTIES, in accordance with estab-
lished practice, has appointed a substitute. The actual memberchip of the
Panel, resulting frcm these changes, is as follows:

. R. Compbell Smith (Canada)

. E.J. Biermann (the Netherlands)
M. Itan (Israel)

. S.L. Portella de Aguiar (Brazil)
A. Schnebli (Switzerland)

Chairmcne

55555

6. When the Panel was appointed, it was agreed that the Chairman should
select among it four members to examine each case. This arrangement having
been rendered impracticable by the reduced membership, it was agreed that the
Panel siould sit in plenary sessions, except that, ian deference to their wishes,
Mr. Campbell Smith, Mr. Schnebli and Mr. Biermann would not be rcguired to
participate, respectively, in the consideraticn of the cases of Canad .
Switzerland and the EEC countries; they are therefore in no way responsible
for the conclusions which the Panel has drawn with regard to the rcspective
countries.

Prbceedinzs of the Panecl

7. Immediately after its appointment the Panel sought to dctermine the scope
of its work by requesting the Uruguayan delegation definitively to identify the
contracting parties, the products and the restrictive measures with respect to
which action under Article XXIII:2 was taken. Uruguay was also requested to
supply information on thc circumstances which it considered hod justified the
invocation of Article XXIIT:2, its view of the consistency or otherwise of the
restrictive measures in question with the provisions of the General Agreement.
the effects of the measures on Uruguay's exports and the extent to which it
considered benefits accruing to it under the General Agreement hzd been nullified
or impaired.

8. In response to this request, the Urugusyan delcegation submitted in June a
general note in which it confirmed that the Uruguayan submissions relatea to

all the fifteen contracting parties named by it at the Council meeting-,

stated that it would wish the Panel to review all the measures enumerated in
document L/1662 (which were of twelve different types and applied to over

thirty different products or groups of products); and generally reitereated the
positicn it had taken as noted in the various previous statements. Subsequently,

lNamely, Austria, Belgium, Canada, Czechoslovakia, Denmark, Finland,
France, Federal Republic cf Germeny, Italy, Japan, the Netkerlams, N-rway,
Sweden, Switzerland and the United States of America.
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the Uruguayan delegation also supplied fifteen separate papers concerning the
representations and consultations under Article XXII or XXIII:1l which had led
to the cases being brought under Article XXIII:2. The receipt of these papers
enabled the Panel to commence its consultations with the fifteen contracting
parties concerned and Uruguay. These took place from 17 to 28 July. During
these consultations the Panel examined each restrictive measure, the manner

in which it was applied and its relationship with the provisions of the General
Agreement and the relevant protocol. The Panel also discussed with the
delegations of Uruguay and the contracting parties concerned the question of
nullification or impairment of benefits accruing to Uruguay under the Agreement
as it was alleged to have arisen from the application of each measure. The
records of these consultations were immediately transmitted to the delegations
of Uruguay and of the contracting parties concerned in order that the Panel's
recommendations might be drawn up after the records had been examined and
accepted by both sides.

9. The Panel reconvened early in October immediately after comments on the
records were received from the contracting parties concerned and Uruguay. In
the course of the meeting the Uruguayan delegation made it known that it wished
to raise further questions with the fifteen contracting parties, and a second
round of consultations were accordingly held from 30 October to 5 November 1962
with the fifteen delegations. :

General considerations

10. Paragraph 2 of Article XXIII provides that the CONTRACTING PARTIES shall
promptly investigate any matter referred to them under that paragraph. From
the context it is obvious, however, that before a "matter" can be so referred
to the CONTRACTING PARTIES it must have been the subject of representations or
proposals made pursuant to paragraph 1 of the Article which has not resulted
in a "satisfactory adjustment" (unless the difficulty is of the type deseribed
in paragraph 1(c) of the Article).l Under paragraph 1 representations or-. |
proposals can be made by a contracting party if it considers: . S i

(1) that a benefit accruing to it directly or indirectly under the
General Agreement is being nullified or impaired; or

(1i) that the attainment of any objective of the Agreement is being
impeded.2

lHowever, at least in respect of quantitative import restrictions applied
inconsistently with the General Agreement, it has been agreed by the CONTRACTING
PARTIES that the holding of a consultation under paragraph 1 of Article XXII
would fulfil the conditions of paragraph 1 of Article XXIII (ef.9S, pp.19-20
of BISD).

2The paragraph goes on to enumerate the circumstances under which either
of these two contingencies oould arise, under the three sub-headings (a), (b)
and (c).
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In referring the cases to the CONTRL.CTING P.RTIES the Uruguaycn delegation
meinteained thot they hed fulfilled these conditions for the invoestion of
paregraph 2 of irticle XXIII. '

11. Peoragreph 2 cof Jrticle XXIIT provides, apart from promptly investigating
ony motter so referred to them,for two kinds of action by the CONTRLCTING
P.TIES, nemely:

(1) they shall mcke appropriatc reccmmendations or give o ruling on
the motter;

(ii) they moy authorizo the suspcension of comcessions or cobligations.

The cction stated under (i) is obligatory and must be teken in all cases where a
therc can be on appropriate” recommendotion or ruling. The action under (ii)
is to be taken «t the discretion of the CONTLL.CTING P,xTIES in defined
circumstances,

12, The percgraph states thot the CONTRLCTING PARTIES "shall meke appropricte
recommendations to the controcting parties which they consider to be ccnecerned
or give a ruling cn the matter, as appropriate”. VWhilst a "ruling" is called
for only when there is 2o point of contcntion on fact or law, recommendaticns
should aclwcys be appropriate whencver, in the view of the CONTR.CTING P.RTIES,
thosc would lead to a satisfactory cdjustment of the matter.

13. The latter part of paragraph 2 of .rticle XXIII states thot "if the
CONTRACTIIG P.RTIES consider the circumstances are serious enough to justify
such action they may authorize a contracting party or porties to suspend the
application to any other contracting pearty or parties of such concessions or
other obligations under this igrecment as they determine to be appropriate in
the circumstanccs'. In the view of the Panel the requirament that the
situetion must be serious enough limits the applicability of the provision to
cases where there is nullification or impairment; it would at any rate be
difficult to ccnceive & situation in which the suspension of concessions or
obligations could be appropriate where nullification or impairment was not
involved,

NMullification or impairment

14, In nmecst cases Uruguoy cloimed that the naintenence of the trade ncasures
by the other euntracting pertics hed nullified or impeired benefits acceruing
to Uruguoy under the Generanl sgrcenent. The Penel thousght it essenticl to
have ¢ cleer idea os to what veould constitute a nullificaticn or impairment.
In its view impesirment cnd nullificcaticn in the sense of article XXITII does
not srise merely beccuse of the existence of cny messures; the nullification
or impairment must relate to benefits accruing to the contractlng party "under
the General Agreement”, .
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15, In implementing tho compensation provision of Jrticle XXIII:2 the
CONTR.CTING P./RTIES woulG therefore need to know what benefits accruing under
the /[groement, in the view of the country invoking the provisions, had been
nullified or impaired, and the reasons for this view, In cases where there
is o clear infringement of the provisions of the General igreement, or in
other words, where mcasures are opplied in conflict with the provisions of
G/IT and are not permittod under the terms of the relevant protocol under
which the GAIT is applied by the contracting party, the action would, primg

facie, constitute 2 case of nullification or impeirment end would ipso ;ggto

require consideration of whether the circumstances are serious enough to
justify the authorization of suspension of concessions or obligations.l

While it is not precluded that a prima facie casoc of nullification or impair-~
ment could arise even if there is no infringement of GLIT provisions, it would
be in such cases incumbent on the country invoking .xrticle XXIII to demonstrate
the grounds and reasons of its invocation. Detciled submissions on the pert
of that contracting party on these points were thereforc essential for a
judegment to be made under this .rticle.

16. In a number of cesces, the contracting party concerned maintained:(a) -that
certain measures applied by it werc consistent with the provisions of GATT, or
(b) that the measures, while not consistent with the provisions of the General
Lgreement, were permitted under the terms of the Protocol of Provisional
spplication, the innecy Proctocol or the Torquay Protocol on account of their
being applied pursuant to "“existing legislation". In most of these cases,

the contention was not questioned by the Uruguayen delegation. For practical
purposes, thc Panel has taken the position that in cases where the contenmtion
has not been challenged and is not contradicted by the availcble records of

the CONILL.CTING P:iTIES, it would be beyond its competence to examine whether
the contention was or was not justified.

17. The Panel was faced with a particular difficulty in considering the status
of veriable import levies or charges. It noted the discussion which took place
at the nineteenth session of the CONTi..CTING P;RTIES on this subject during
which it was pointed out that such measurcs raised serious questions which had
not been resolved. In these circumstances the Panel has not considered it
appropriate to examine thc consistency or otherwise of these measures under the
Genoral lgreement.

18, Whilst the Panel was conducting its consultations, the EEC introducod i%s
Regulction on Cereals under the common egricultural policy, replacing the
measurcs included in the original submission by Uruguay. Theé Panel noted the

llt may be noted in this connexion that the status of a measure (that is, .
whether or not it is consistent with GATT) is not to be affccted by a waiver
docision taken subsequently. In fact, Decisions teken under article XXV:5

granting weivers from GATT obligations have normally expressly provided for
the continued validity of the procedures of Lrticle XXIII in respect of the
otherwise "waived" obligetions (cf. inter alia, BISD, Third Supplement,
paces- 35 and 41; Eighth Supplemont, page 22).


http://Gi.IT

1/1923
Page 6

statement by the delegation of Uruguay that those new measures (whicp are
described in COM,II/134) would have a significant impact on Uruguay's cereals
trade. However, since these mezsures did not form part of Uruguay'!s original
submission and since they were undecr consideration by the CONTRLCTING PARTIES
with the active participation of Uruguay, the Pancl considered that it would
not be appropriate for it to examine the compatibility or otherwise of the
measures epplied under that Regulation with the General Agreement.l The Panel
also noted that the measures applying to certain other products might be
replaced shortly with the extension of the application of the common agricultural
policy, but in the absence of any definite indication in this regard, the Panel
decmed it advisable to treat such measures as they now cxisted.

19. For the reasons given in paragraphs 16 to 18 above, the Panel has not
found itseclf in a position to sustain Uruguay's claim regarding nullification
or impariment in respect of a number of cases.

Recommendations based on nullification or impairment

20. Where the Pancl finds that therc is prima facie nullification or impairment
of benefits accruing to Uruguay under the igreement, it has proposed recommen-
dations based on that finding. Vhere a measure affecting importsis maintained
clearly in contradiction with the provisions of the Gecneral Lgreement (and is not
covered by the "existing legislation™ clause of a Protocol), the Panel has in all
cases recommended that the measure in question be removed. Reference is mede in
these recommendations based on nullification or impairment to the possibility of
further action, in the event of non-fulfilment, by the CONTR.CTING P-RTIES under
paregraph 2 of irticle XXIII, In respect of these particular cases the Panel
proposes the following procedure for adoption by the CONTRACTING PARTIES:

The contracting parties concerned be asked to report on their action
token to comply with the CONTRLCTING PLRTIES' Recommendations or any
other satisfactory adjustment (such as the provision of suitable con-
cessions acceptable to Uruguay) by 1 March 1963. If by thet date the
Recommendations are not carried out and no satisfactory adjustment is
mede, the circumstances shall be deemed to be "serious enough" to justify
action under the penultimate sentence of Article XXIII:2 and Uruguay
shall be entitled immediately to ask for the authorization of suspension
of concessions or obligations, The CONTR..CTING PARTIES should make
arrengements for prompt determination as to what concessions or-
obligations the suspension of which should be authorized. '

21. In recommending this two-stage procedure, the Panel had principally in
mind, once again, the requirement stated in Article XXIII:2 that the situation
must be "serious enmough'' before suspénsion should be zuthorized. It noted,
as o report of the ninth session (BISD, Third Supplement, pages 250-251) had

lThese measures have been included in Section 1 of the relevent individual
country reports merely in order to.provide a complete list of measures which
were considered by Uruguay to be confronting its export trade.
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made it clear, the action of authorizction of suspension of concessions or
obligations should never be taken except as o last resort; it also noted that
the aim of Uruguay ot this stage was to seek the prompt removal- of the measures
in queation. , ' ‘

General observations

22, In invoking the provisions of .Jrtiele XXIII tho Uruguaycn delegetion
repeatedly referred to the general difficulties crected for Uruguay by the
nrevalance of restrictive measurcs affccting its exports and to the resulting
inequality in the terms on which tempcrate zone primary producers participate
in world trade. The Panel noted thet it was nct charged with the examination
of broader issues falling outside tho purview of article XXIII. It also noted
that those brosder issues are being ectively discussed by tho CONTR..CTING
P.uTIES, The Panel is of the view that if the proposed recommendotions,
especially those relating to health roguletions and thosc figuring in paras
graph (c¢) of Secticn 4 of the individusl rcports, were fulfilled an importent
contribution would have becn made to the solution of the difficulties mentioned.
by Urugucy in bringing the cases Leforc the CONTR.CTING P:RTIES under

Article XXIII, .

23, With these general considerations and observcotions, the Panel submits,

for consideration and adoption by the CONTRACTING P/KTIES, theo attached fifteen
reports on thce Uruguayan recourse under sarticle XXIII with respeet to the
fifteen contracting pearties,
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(A) AUSTRIA

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Austria, the Panel discussed with the delegations of Uruguay and
Austria the facts concerning the maintenance of the restrictive measures
included in the Uruguayan submission, the effects of these measures on trade,
and the relationship between these measures and the provisions of the '
General Agreement.

1. Measures in force

The Panél confirmed that Austria maintained in force the following measures
on items included in the submission by Uruguay:

Brussels
tariff
item No. Description of products
02.01 Meat of animals of the bovine species
frozen and chilled
Meat of animals of the ovine species,
frozen
Offals, chilled
16.02 Preserved meat
16.03 Meat extracts
10.01 Wheat
11.01 Wheat flour
10.03 Barley
15.07 Linseed o0il, crude
15.08 Linseed o0il, boiled
15.07 Edible oils, crude and refined
1

Measures in force

Import permit
charge
Import permit

Import permit
charge (the
applying to

Import permit
charge (the
applying to

Import permit
charge (the
applying to

and import

and import
latter not
ovine offals)

and import
latter not
ovine meat)

and import
latter not
ovine meat)

State trading, import
charge and mixing

regulation
State trading

State trading
charge

Turnover tax

Turnover tax

1

and import

Import permit™ and

turnover tax

Import permit required if oil fit for direct human consumption except in
the case of olive oil.

[ JN




®

L/1923

Page 9
Brussels

Tariff , L
item No. Description of products Measures in force
53.07 Yarn of combed wool _ Import permit and
_ . descrimination
53.11 ~ Wool textiles ' Import permit and
' ) discrimination

2. Short description of the measures_and their effects on the export
trade of Uruguay

(For a fuller aczount of the measures maintained on the meat and cereal
items listed above, sce COM.II/2(a) and L/1144,)

(a) Import permits: The Panel noted the contention of the Uruguayan.
Government that the existence of the import permit régime in Austria had a
restrictive effect on Uruguayan exports to that country. It also took account
of the statement of the representative of Austria that Austria had made
significant progress in the last few years towards liberalizing its trade with
GATT countries. In 1962, over 70 pei cent of its trade with contracting-parties
had, in fact, been liberalized. It was hoped to complete the liberalization by
the end of 1964, except for a small number of "hardshir" items which eould not
yet be enumerated. In the view of the Austrian representative the remaining
Austrian import permit requirements, although of a restrictive nature, exerted
little effect on Uruguay's exports: Uruguay should be able to increase her
exports to Austria by an Intensification of export efforts.

L d

(b) Discrimination: The Austrian representative informed the Panel
that Austria had in recent years made strenous efforts to remove those import
permit requirements which did not extend to CECD countries and thus discriminated
in their favour. The existence of such discrimination did not, in his view,
represent a material restriction of Uruguayan exports of combed wool yarns and
wool textiles, and in any event liberalization towards GATT courntries would be . |
continued, except for certain "hardship” cases, in the very near future with a
view to eliminating differential treatment between QECD and other GATT countries.
The Uruguayan representative did not agree that the existence of this
discrimination was not prejudicial to Uruguayan exports. '

(e) Mixing regulation: The Panel noted the Austrian representative's
statement that mixing regulations in respect of wheat were applied in accordance
with legislation (State trading) which required the Austrian Government to ascertain
the quantity and quality of the Austrian crop and accordingly determine the
volume and type of imports.

(d) State trading: The representative of Austria informed the Panel
that the Grain Compensation Board, the semi-official organization concerned,
prepared an annual import programme for cereals and milling products on
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which wlumes, timing and qualities of imports were based. When imports were
to take place, tenders wereinvited of which the most attractive in terms of
commercial criteria are accepted. This acceptance constituted the prerequisite
for the delivery of an import licence. .

(e) Turnover taxes: The Panel noted the statement of the representative
of Austria that vegetable oils falling under tariff item 15.07 when imported
in drums or, without other packing, in vehicles, were exempt from the turncver
equalization tax and that, for the rest, turnover taxes on vegetable oils were
of very low incidence and in no case did they exceed 5.25 per cent. The rate
of the turnover tax on edible oils, insofar as the were not exempt from such
tax, was 1.7 per cent. Thus edible oils were not placed at any disadvantage
vis-a~-vis butter which itself bore a 1.7 per cent tax. The Austrian represen-
tative also stated that domestic consumption of edible oils amounted to
27,000 tons in 1961/52 crop-year, whilst domestiz production accounted for
5,500 tons. In the opinion of the Austrian representative these taxes did not
constitute a barrier to Uruguay'!'s trade, and that therefore reference to then
in Section 1 should be deleted.

(£) Import charges: The representative of Austria explained that the
import charges were levied in order to raise, where necessary, the price of
imports to the level of prices prevailing on the Austrian market for domestic
produce. The prices for domestic products were stabilized at a level pre-
determined by the Austrian Government. The import charges varied according
to divergencies between Austrian domestic prices and imported prices, but
they never exceeded the level of duty as set out in the Austrian tariff.

3, Status of the measures

The Panel noted that in the opinion of the Austrian Government the
import charges and the turnover taxes were not in contravention with any
provision of GATT and that the State-trading measures were applied in- con-
formity with Article XVII and did not involve discrimination. '

Apart froa the import charges, the status of which is discussed in
paragraph 17 of the Panel!s general report, the representative of Uruguay did
not wish to question the conformity with the provisions of t he General Agreement
of the measures maintained by Austria where such conformity was claimed by the
Government of Austria. . Ee nevertheless wishtd to emphasize the fact that the
measures in force in Austria had the effect of restricting the access to the
Austrian market for a number of Uruguayan products which together constituted
a considerable proportion of Uruguay's total exports.

L. .Conclusions

(a) In the light of the information obtained from the consultations
with the two parties concerned, and for reasons set out in paragraphslé and 17
of the Panel's general report, the Panel does not consider that it would be
appropriate to make any specific recoirendations based on nullification or
impairment in terms of Article XXIII:2 in respect of the following measures
maintained by Austria:
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(1) import charges;
(i1i) State trading; and

(iii) turnover Laxes.

(b) However the Parel considers that in respect of the import charges and
Suate trading mentioned above, having regard to the nature of the measures and
th2 interest which Ur:zvay has in the products in question. there are a_priori
grovulds for assuming thal they could have an adverse effect on Uruguay's exports.
Inn this connexion the Panel rscallied tne provisions of Article XXII pursuant

to which thne Govornmnt of Aushria would no doubt accord sympathetic consideration

tn any cenerete represeniations which Uruguay might wish to meke concerning
th re measures; or their (éministracion, with a view to minimizing any such -
acverse effects.

{(¢) As regards the impert permit requirements, two of which are

il has not been cstablished that these measures are being applied consistently
witl the provisicns of the Geneval Agreement or are permitted by the terms of”
the Protocol under which Austria applies the GATT, it has to proceed om the
assumpticn that their maintenance can nullify or impair the benefits accruing
to Uruguay unier the Agreement. In coneludes, therefore, that the CONTRACTING
PARTIES should recommend to the Government of Austria that it give immediate
ccunsideration to the remcoval of these measures. The procedure set out in
rarograph 20 of the lPauel's general report would become applicable in the
avznt of the Goverrment cif Austria's failing to carry out this recommendationm.
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(B) EBEIGIUM

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article ZXIII
in respect of Belgium, the Panel discussed with the delegations of Uruguay and
Belgium the facts concerning the maintenance of the restrictive measures in-
cluded in the Uruguayan submission, the effects of these measures on trade, and
the relationship between these measures and the provisions of the General
Agreement.

1. Measures in force

The Panel confirmed that Belgium maintained in force the following
measures on items included in the submission by Uruguay.

Brussels
tariff Description of products Measures in force
item No.
02.01 Meat of animals of the bovine svecies, ImporB pefmit and
frozen quota
Meat of animals of the bovine species, Import permit, quz;z
chilled and variable surt
Meat of animals of the ovine species, Import permit2
frozen
2
16.02 Preserved meat Import permit
16.03 Meat extracts Import nermit an
compensation tax
10.01 Wheat Import certificate,
variable levy and3
mixing regulation
11.01 Wheat flour Import certificate and
variable lev;
10.03 Barley Import certificate and
variable levyi
15.07 Linseed oil, crude Import permit and

Edible oils, crude

compensation tax

Import permit and

compensation tax

leasures applied under the common agricultural policy of the European
Economic Community on cereals (see paragraph 18 of the Panel's general report).

2Measures which may be replaced shortly with the extension of the common
agricultural policy to these items.

3The mixing regulation in respect of wheat will remain in force until
31 December 1962.
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Brussels tariff - Description of products -+ - lMeasures in force
iten No. ‘
15,07 (cont.) 2dible oils, refined or purified Import permit and
. compensation tax
2504 0il cake and meal resulting from Import permit
the extraction of vegetable oils ‘
41,02 Cow-hide, tanned Compensation tex
41.06 Chamois-dressed leather Compensation tax
41,08 Patent leather and metallized Compensation tax
) leather
ex 53.01 wWashed wool Compensation tax
(suspended)
53.05 Combed wool (tops) Import permit
53.07 Yarn of combed wool Compensation tax
53.11 Wool textiles Compensation tax

Note: A fiscal “transmission" tax is charged on all items appearing in
Urvuguay 's submission. It is applied without discrimination to all products,
whether Belgian or imported, and varies from 5 per cent to 12 per cent
ad_valorem.

2. Short description of the measures

(4 fuller account of the measures maintained on the meat items is
contained in COM,II/2(i) and L/1173.)

(a) Import permits: The Panel noted the statement of the Belgian
Government that, in no case, were the import permit requirements, listed above,
restrictive. These permits, which were called in Belgium "licences d'importation’,
were granted automatically, free of charge and with no distinction between
sources of supply. In the case of meat of animals of the bovine species,
frozen and chilled, the pertiit could be used to administer a quota if one were
in force. The import permit requirements in respect of frozen ovine meat,
preserved meat, meat extracts, crude linseed o0il and edible oils, oil cake,
meal of vegetable oils and combed wool (tops) were maintained for administrative
reasons only,

(b) Quotas: At the present time Belgium does not apply any quota
restrictions on the importation of frozen and chilled bovine meat. The quotas
must, therefore, be regarded as potential only.

(c) Veriable surtax: The variable surtax applied to chilled bovine meat
has been described in document CG.2, page 11, The surtax is charged over and
above the normal duties and is varied from time to time to taxe account of
differences between domestic and imported prices.
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(d) Compensation tax: These are taxes fixed by the Minister of Finance
‘and levied on importationin order to bring foreign producers into line with
Belgian national producers who pay an equivalent tax on the products in question.

(e) Mixing regulation: The Panel noted that this mixing regulation would
be removed on 31 December 1962. According to a Belgian Royal decree dating
from 20 September 1956, industrial mills in Belgium have to purchase a certain
proportion of their wheat requirements from the domestic production. Since
5 February 1962 this proportion of locally produced wheat has been fixed at
65 per cent. The Panel noted, however, that to the extent that a Belgian miller
exported flour made from Belgian wheat, he could replace this quantity of wheat
by an equivalent amount of imported wheat. However, this right of substitution
was restricted to 25 per cent of his total turnover. Flours destined for the
manufacture of farinaceous foods and semolinas were exempted from the mixing
regulation, subject to certain conditions. Floursused for the manufacture of
biscuits for export were also exempted from the mixing regulation.

3. Status of the measures in terms of Belgium!s GATT obligations

The Panel noted that, in the opinion of the Government of Belgium, the
variable surtax and the "transmission!" tax did not conflict with any provision
of the GATT; the compensation taxes were maintained in conformity with
Article III. The mixing regulation in respect of wheat was permissible in
terms of the Protocol of Provisional Application under which Belgium applied
the GATT.

Apart from the variable levy and variable surtax, the status of which is
discussed in paragraph 17 of the Panel's general report, the representative of
Uruguay did not wish to question the conformity, with the provisions -of the
General Agreement, of the measures maintained by Belgium, where such conformity
was claimed by the Govermment of Belgium. He nevertheless wished to emphasize
that the measures maintained by Belgium had the effect of .restricting the access
to the Belgian market for a number of Uruguayan products which together con-
stituted a considerable proportion of Uruguay'!s total exports.

A. Conclusions

(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraphsl6 and 17 of
the Panel!s general report, the Panel does not consider that -it would be
aporopriate to make any specific recommendations based on nullification or
impairment in terms of Article XXIII:2 in respect of the following measures
maintained by Belgium:

(1) variable surtax;

{11) transmission taxes:
(1i1) compensatlon taxes; and
(iv) mixing regulation.
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(b) However the Panel considers that, in respect of the variable surtax
and mixing regulation mentioned above, having regard to the nature of the
measures and the Interest which Uruguay has in the products in question, there
are a priori grounds for assuming that they could have an adverse effect on
Uruguay's exports. In thls connexion the Panel recalled the provisions of
Article XXII pursuant to which the Government of Belgium would no doubt accord
sympathetic consideration to any concrete representations which Uruguay might
wish to make concerning these measures, or their administration, with a view
to minimizing any such adverse effects. ;

(¢) As regards the import permit requirements and such gquotas as may exist,
the Panel considers that, insofar as it has not been established that these -
! @’ measures are being applied consistently with the provisions of the General
Agreement or are permitted by the terms of the Protocol under which Belgium
applies the GATT, it has to proceed on the assumption that their maintenance: :
can nullify or impair the benefits accruing t¢ Uruguay under the Agreement,. . :@..
It concludes, therefore, that the CONTRACTING PARTIES should recommend to the
Government of Belgium that it give immediate consideration to the removal of
these measures. The procedure set out in paragraph 20 of the Panel's general
report would become applicable in the event of the Government of Belgium's
failing to carry out this recommendation. .

‘5;-
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(C) CANADA

In accordance with its terms of reference and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Canada, the Panel discussed with the delegations of Uruguay and
Canada the facts concerning the maintenance of the restrictive measures
included in the Uruguayan submission, the effects of these measures on trade,
and the relationship between these measures and the provisions of the General
Agreement.

1. Measures in force

_ The Panel confirmed that Canada maintained in force the following measures
on items included in the submission by Uruguay:

Brussels
tariff
item No. Description of products Measures in force
02.01 Meat of animals of the bovine species,
frozen and chilled Health regulations
Meat of animals of the ovine species,
frozen : Health regulations
Offals, chilled Health regulations
10.01 Wheat State trading, import
permit and tariff
preference
11.01 Wheat flour State trading, import
permit and tariff
preference
10.03% Barley State trading, import
permit and tariff
preference
10.06 Rice, peeled Tariff preference
15.07 Linseed o0il, crude Tariff preference
15.08 Linseed oil, boiled ) Tariff preference
15.07 Edible oils, erude Sales tax and tariff
preference
15.07 Edible oils, refined Sales tax and tariff
preference
41,02 Cow-hide Tariff preference
41.03 Sheepskin leather, tanned Tariff preference
41.06 Chamois-dressed leather Tariff preference
41,07 Parchment-dressed leather Tariff preference
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Brussels’
tariff
item No. Description of products Measures in force
43.03 Patent leather Tariff preference
53.05 Combed wool (tops) Tariff preference
53.07 Yarn of combed wool Tariff preference
55.11 Wool textiles Tariff preference
2. Short description of the measures and their effects on the export

trade of Uruguay

(For a fuller account of the measures maintained on the meat and cereal
items listed above, see COM.II/2(m)/Rev.l and L/1175.)

(a) Sales tax: The representative of Canada explained that the sales
tax (applied to all products except certain staples) on crude and refined .
edible oils was applied virtually only to those oils used in the manufacture. of
margarine. It was not possible to give a precise breakdown of the applicability
of the tax to imported and iocally produced oils used for this purpose. However,
in 1961, the tax had been appiied to oils, 30 per cent of which were not
produced in Canada. As regards the remaining 70 per cent, statistics do not
indicate the proportion of taxed oils locally produced or imported. In this
connexion, it had to be borne in mind that Canada was herself a significant
exporter of oils and oilseeds. The sales tax was 1l per cent and applied
equally tc oils produced domestically or imported when used in the manufacture
of margarine. »

(b). Health regulations: The Panel noted the statement by the Uruguayan
representative that the effects of the heaith regulations on uncocked ovine and
bovine meat were a matter of prime concern to Uruguay. The regulations, as
administered, excluded from the Canadian market uncooked meat from the many
countries, including Uruguay, winere foot-and-mouth disease existed. The
Uruguayan representative stated that certain importing countries had, both by
sending permanent or visiting inspectors to Uruguay and by suggesting
modifications to Uruguayan meat production and marketing methods, been able to
continue to purchase Uruguayan meat despite the existence of the disease. The
Panel also took cognizance of the statement by the representative of Canada
that the reasons for veterinary regulations were two-fold, first to protect
Canadian livestock and, secondly, to satisfy United States requirements since
the latter was Canada's principal meat export market. Imports could be
admitted into Canada if Uruguay could certify that no cases of the foot-and-
mouth disease had been reported in the country over a period of twelve menths.
Canned cooked meats were admitted without restriction.



L/1923
Page 18

(e) Preferences: The Panel noted that it was the hope of the Uruguayan
Government that it would be possible for Canada to remove or reduce preferences
which were a considerable barrier to the tirade of countries such as Uruguay;
although the maintenance of the preference admittedly was not something which
Uruguay could not have anticipated at the time of accession. The Panel also
noted the statement by the Canadian representative that margins of preference
had, since the advent of the GATT, been reduced considerably in Canada as a
result of reductions in most-favoured-nation rates of duty, and that there
was little evidence to support the view that Canada's preferences adversely
affected Uruguayan exports to Canada. For instance, in the case of peeled
rice, despite the existence of Commonwealth preference, the product was
imported entirely from countries not enjoying this preference.

(@) Import permit requirements and State trading: The Canadian
representative informed the Panel that authority to issue import permits was
vested in the Canadian Wheat Board iu order that it might discharge its
responsibility for orderly marketing, inter-provincially, of wheat, oats and
barley under the provisions of the Canadian Wheat Board Act of 1935. The
Board did not own or operate facilities for the handling or storage of grain.
On behalf of producers the Board wasresponsible for the movement of grain into

export chamnels through established private traders. The Panel also noted the
fact that Canada was a major exporter of cereals.,

3. Status of the measures in terms of Canada's GATT obligations

The Panel noted that in the opinion of the Government of Canada the
health regulations were applied under the prcvisions of Article XX; import
licensing on the grain items was permitted by the terms of the Protocol of
Provisional Application under which Canada applied the GATT;
the sales taxes were consistent with Article III since they were applied
equally to imports and domestic products; the tariff preferences were
permitted under Article I1:2; and the State trading under Article XVII.

The representative of Uruguay did not wish to question the conformity
with the provisions of the General Agreement of the measures maintained by
Canada. He nevertheless wished to emphasize the fact that the measures in
force in.Canada had the effect of restricting the access to the Canadian
market for a number of Uruguayan products which together constituted a
considerable proportion of Uruguay's total exports. :

4,  Conclusions

(2) In the light of the information obtained from the consultations
with the two parties concerned, and for reasons set out in paragraph 16
of the Panel's general report, the Panel does not consider that it would be
appropriate to make any specific recommendations based on nullification or
impairment in terms of Article XXIII:2 in respect of the measures maintained
by Canada, namely:
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(i) State trading;

(ii) hocalth rcgulations; -
(iii) tariff profercnces; and
(iv)  turnover taxcs.

Howcver the Pancl considcers that in respect of the State-trading measures
mcntioned above, having rcgard to the naturc of the measurcs and the interest
which Uruguay has in the products in question, there are a priori grounds for
assuming tha they cculd have ax adverse cffcet on Uruguay's exports. In this
conncxion the Panel rocalled the provisions of Article XXIT pursuant to which
tho Govermmecnt of Canada would no doubt accord sympathctic consideration to
any concrcte representations which Uruguay might wish to make concorning these
measuros, or their administration, with a view to minimizing any such adverse
offccts.

Also, as rcgards hcalth rcgulations, the Panel noted the statament of
Uruguay that these regulations, as administcred at prosent, constitutod a
considorablc, if not insuperable, barrier to the uncooked meat oxports of
Uruguay. The Pancl suggests to the CONTRACTING PARTIES that it would be
useful if Canada were to entor into consultation with Uruguay to examine
the possibility of administering the regulations in such a way as to permit
the entry of Uruguayan meat into Canada, whilst affording adequate sanitary
protection to domestic livestock. It is noted that the health regulations
maintaincd by Canada arc similar to those of the United States and for this
roason it is felt that a joint consultation cmbracing both Canada and the
United States might be appropriate.

In respect of tariff prefercnces, the Panel is of the view that, beoaring
in mind the basic objectivesof thc General Agroement, the Govermment of Caneda
would no doubt accord duc consideration to eny proposals that might bc made by
Uruguay in tho context of the CONTRACTING PARTIES tariff reoduction activities
or discussions relovant to thc reduction of customs tariffs.,
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(D) CZECHOSLOVAKIA

In accordance with its terms of reference, and on the basis of information
supplied by Uruguazy in support of its recourse to paragreph 2 of Article XXIII
in respect of Czechoslovakia, the Panel discussed with the delegations of
Uruguay and Czechoslovakia the facts concerning the maintenance of the
restrictive measures included in the Uruguayan submission, the effects of these
measures on trade, and the relationship between these measures and the provisions
of the General Agreement.

1. Measures in force

The Panel confirmed that Czechoslovzkia maintained State trading in
respect of all the items included in the submission by Uruguay.

2. Effects of State trading in Czechoslovakia on the export trade of Uruguay

The representative of Urugusy maintained that the effects of State trading
in Czechoslovekia were restrictive and resulted in restrictions of Czechoslovek
imports from Uruguay. The represcntative of Czechoslovakir, however, claimed
that State trading in Czechoslovakis had increased the volume of trade beyond
that which would have prevailed without it, and that no benefits accruing to
Uruguey under the Agreement were being impaired by Czechoslovekiz. Czechoslovakia
had granted Uruguay tariff concessions on hides, oils ond wool and recognized
the substantizl interest of Urugusy in meat. Czechoslovak imports of these
comnodities had increased considerably since the granting of the concessions.
The representative of Czechoslovekiz further contended that the Czechoslovak
State-trading monopoly did not operate sc as to afford protection on the
average in excess of the amount of protection providcd for by the concessions
(as required in Article II:4 of the Agreement) and that Uruguay was granted
equal a2nd non-discriminatory opportunities to compete for participation in
Czechoslovak purchases, in the scnse of Article XVII. In his view the
following statistiecs, which he supplied, Jjustified this contention:

IMPORTS INTO CZECHOSLOVAKIA
(in thousznds of metric tons)

1948 1961
Total From Urugucy Total From Uruguay

Rawhides

bovine 4.2 1.3

ovine 2.3 1.6 0.1
Tanned hides - - 9.3 -
Linseed oil 4.2 0.9 5.9 i [
Oilcake 0.8 - 39.0 -
Wool 9.0 0.4 25.0 0.8
Bovine mest 4.7 - 32.1 BT
Ovine meat - - 0.3 -
Offals - - 0.1 -
Meat conserves 3.9 - 6.7 -
Wheat 222.8 - 1126.9 -
Rice 5.1 - 85.2 -
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The representative of Czechoslovia stated that Czechoslovak imports from
Uruguay were oontinuing to increase in 1562 and that it was the declared
policy of Czechoslovakia to continue to promote imports, including processed
and semi-manufactured products, from the developing countries.

(b) Czechoslovakia's internal pricing policy

The Panel discussed with the representative of Czechoslovakia the
internal price system in Czechoslovakia insofar as this might influence the
volume of Uruguay's exports. The Czechoslovakian representative stated that
under the Czechoslovak economic system, consumer prices were not directly
related to import prices but rather conform to the general structure of
consumer prices which took into account not only production and transport
costs but also included an element to cover the costs of services rendered to
the consumer free of charge (such as health, education and other social
services). Pricing policy was employed to durb consumption of certain products
(e.g. spirits) and to encourage that of others (e.g. books). As regards meat,
the pricing policy adopted had not, in his opinion, been restrictive and
per caput consumption of meat had in fact increased steadily over the last
decade.

3. Status of the measures in terms of Czechoslovakia's GATT obligations

The Panel noted that in the opinion of the Government of Czechoslovakia
the State-trading measures in\force in Czechoslovakia were operated in
conformity with the provisions of Articles XVII and II:4 of the General
Agreement, and did not involve any quantitative restriction of imports in
contravention of Article XI of the Agreement. "

The Uruguayan representative, whilst noting that the State-trading measures
maintained by Czechoslovakia were in conformity with the GATT, drew attention
to the fact that the whole range of Uruguayan exports were subjected, in
Czechoslovakia, to a form of treatment which could affect the opportunities
for their full and free competition on the Czechoslovakian market. He noted
that certain Uruguayan exports to Czechoslovakia had increased over the last
thirteen years as stressed by the delegate of Czechoslovakia, but expressed
the hope that Czechoslovakian imports of these and other items from Uruguay
would increase in the future.

4. Recommendations

(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraph 16 of the
Panel's general report, the Panel does not consider that it would be appropriate
to make any specific recommendations based on nullification or impairment in
terms of Article XXIII:2 in respect of the State-trading measures in force in
Czechoslovakia.
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(b) However the Panel considers that in respect of these measures, having
regard to their nature and the interest which Uruguay has in the products in
quesi¢ion, there are a_priori grounds for assuming that they could have an
acverse effect on Uruguay's exports. In this connexion the Panel recalled thne
provisions of Article XXII pursuant to which the Government of Czechoslovakia
would no doubt accord sympathetic consideration to any concrete representations
which Uruguay might wish to make concerning these measures, or their administra-
wicn,; with a view to minimizing any such adverse effects.
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(E) DENMARK

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Denmark, the Panel discussed with the delegations of Uruguay and
Denmark the facts concerning the maintenance of the restrictive measures included
in the Uruguayan submission, the effects of these measures on trade, and the
relationship between these measures and the provisions of the General Agreement.

1. Measures in force

The Panel confirmed that Denmark maintained in force the following measures
on items included in the submission by Uruguay:

Brussels
Tariff :
Item No. Description of products Measures in force
02.01 Meat of animals of the bovine species, frozen )
)
Meat of animals of the bovine species, chilled) Import permit end
Meat of animals of the ovine species, frozen ; Qe
)
Offals, chilled )
16,02 Preserved meat Import permit and
3 quota
16.03 Meat extracts Import permit and
* quota
10.01 Wheatl Import permit, quota
and variable charge
11.01  Wheat flour® Tmport permit, quota
and mixing regulation
10.03 Barley Import permit, variable
charge, and maximum and
minimum price system
15.07 Edible o0ils, crude and refined Import permit and
quota
53.07 Yarn of combed wool Wholesale tax
53.11 Wool textiles Wholesale tax

1The same measures as applied to barley are applied to wheat and wheat
flour destined for animal feeding.
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2. Short description of the measures .and their effects on the export trade
of Uruguay ST

' . . “

" (For a fuller account of the measures maintained on the meat and cereals
items see COM.II/2(h)/Rev.1. Details of Denmark's import restrictions are
contained in BOP/13 and I1,/1851.)

(a) Variable charges and meximum and minimum price system: The Uruguayan
representative stated that these charges had a restrictive effect on Uruguay's
exports to Denmerk. The Danish representative advised the Panel that in the
case of barley, one of the two items or which variable chargés were leviable,
total Danish imports in 1961 amounted to 320,98 metric tons., Uruguay, however,
had not participated in this trade. The Danish representative stated that the
system of variable charges and the maximum and minimum price system in respect
of barley had been introduced for balance-of-payments reasons and had been
fully explained in L/1617.

(b) Import permit requirements and quotas: The representative of Denmark
explained that for balance-of-payments reasons Demmark restricted imports of a
number of commodities. In most cases quotas had been established. In this
connexion, the Danish representative pointed out that barley, an important
Uruguayan export product, although formally subject to import control, in
conjunction with a maximum and minimum price system, had, in fanL; been permittod
entry to Demmark without restriction since November 1961. The representative
of Uruguay, however, stated that liberalization in Denmark had not as yet been
extended to cover products of major importance to Uruguay. The representative
of Demmark considered none the less that the remaining restrictions in force in
Denmark did not harm Uruguay's export opportunities. It was, he considered,
unlikely for example that Uruguay would be able to sell significant quantities
of meat to Demmark, even if the restrictions were withdrawn, since Denmark was
herself a major exporter of this item. The representative of Uruguay queried
the need for controls if this were in fact the case,

The representative of Demmark informed the Panel that as from 1 January 1963,
edible oils, crude and refined (item 15.07) would be liberalized.

(¢) Wholesale taxes: The Danish representative informed the Panel that
a general wholesale tax of 9 per cent had been introduced covering most goods
except food. However, as a transitional Yeature, the existing turnover tax
for woollen ydrns and wool textiles at 15 per cent would remain in force until
1 April 1963. Local production of textiles in Demmark was high in relation to
imports. In 1961 local production of all textiles amounted to Kr.1,052 million,
whilst imports were in the neighbourhood of Kr,800 million (exports amounted to
the value of Kr.200 million).

(d) Mixing regulation: The representative of Denmark informed the Panel
that Danish flour mills were required to use certain percentages of Danish
bread grains (see also COM.IIL/61).
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3. Status of the measures in terms of Denmark's GATT obligations

The Panel noted that in the opinion of the Danish Government the import
permit and quota measures were compatible with the General Agreement in view
of the fact that Denmark was at present permitted to maintain such measures
under Article XII; the variable charges and maximum and minimum price system
were not inconsistent with the provisions of the General Agreement; the mixing
regulation fell within the terms of the protocol under which Denmark applied
the GATT; and the turnover taxes were permitted under Article III of the
General Agreement. :

Apart from the variable charges, the status of which are discussed in =~
paragraph 17 of the Panel's general report, the representative of Uruguay 4id
not wish to question the conformity with the provisions of the General Agreement
of the measures maintained by Denmark. He, nevertheless, wished to emphasize
the fact that the msasures in force in Denmark had the effect of restricting
the access to the Danish market for a number of Uruguayan preducts which together
constituted a considerable proportion of Uruguay's total exports.

(2) In the light of the information obtained from the consultations with N
the two parties concerned, and for reasons set out in paragraphs 16 and 17 of
the Panel's general report, the Panel does not consider that it would be
appropriate to make any specific recommendations based on nullification or
impairment in terms of Article XXIIT:2 in respect of the measures maintained -
by Denmark, namely: :

N

(i_) import pe;rmit requirements and quotas;
(ii) maximx.xim’and minimum price system;
(1i1) impcrt charges;

(iv) wholesale taxes; and

(v) mixing regulation.

(b) However the Panel considers that in respect of the maximum and minimum
price system, import charges and mixing regulation mentioned above, having regard
to the nature of the measures and the interest which Uruguay has in the products
in question, there are a priori grounds for assuming that they could have an
adverse effect on Uruguay's exports. In this comnexion the Panel recalled the
provisicns of Article XXII pursuant to which the Government of Denmark would
no doubt accord sympathetic consideration to any concrete representations whieh -
Uruguay might wish to make concerning these measures, or their administration,
with a view to minimizing any such adverse effects. 2

Further, as regards the import permit requirements and gquotas, the Panel
would recall ta: vicw of ccntracting parties as expressed in the cansultations
under Article XII:4 that the Government of Denmark should endeavour to ensure
that the quantitative restrictions maintained under Article XII do not have
incidental protective effects which would render their removal difficult when
Denmerk no longer had need to have recourse to Article XII.
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(F) FINLAND

-

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Finland, the Panel discussed with the delegations of Uruguay and
Finland the facts concerning the maintenance of the restrictive measures in-
cluded in the Uruguayan submission, the effects of these measures on trade,
and the relationship between these measures and the provisions of the General
Agreement. ' '

1. Measures in force

~ The Panel confirmed that Finland maintained in force the following measures
onh items included in the submission by Uruguay:

Brussels
tariff Description of products Measures in force
item No. '

02.01 = Meat of animals of the bovine species, )
' ‘frozen and chilled )
_ o ] . Import permit and
Mga,t of animals of the ovine species, ) health regulations
., frozen ) by
'Offals chilled )
16.02 Preserved meat Import permit
16.03 Meat extracts ' Import permit and
quota ©
10.01 Wheat State trading
11.01 Wheat flour State trading
10.03 Barley Import permit
10.06 Rice, peeled Import permit
15.07 Linseed o0i1l, crude . Import permit
15.08 Linseed oil, boiled Import permit and
N ; © quota
15.07 . Edible oils, crude : Production or
' . turnover tax
15.07.  Edible oils, refined Production or
_ turnover tax
23.04 0il cake Import permit

23.04 Meal of vegetable oils _ Import permit.
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Brussels .
tariff Description of products Measures in force
item No.
41.01 Sheepskins in the wool : . Import permit and
' quota
41.02 Cow-hide, tanned Tariff preference
41.03 Sheepskin leather, tanned Tariff preference
41.06 Chamois-dressed leather Tariff preference
N 431.07 Parchment-dressed leather Tariff preference
v 41.08 Patent leather Tariff prefepence
53.07 Yarn of combed wool Tariff preference

53.11 Wool textiles Import permit, quota
BT and tariff preference

2. Short description of the measures and their effects on the export trade
of Uruguay ’

(For a fuller account of the measures maintained on the meat ahd cereals
items, see COM.II/2(f) and L/1145. Details of Finland's import restrictions
are contained in BOP/14 and L/1843,) ‘

&

(a) Import permit requirements and quotas: The Panel noted the state-
ment by the representative of Finland that his country's quantitative restric-
tions were maintained for balance-of-payments reasons. On some items listed
a global quota was in force but in the case of others discretionary licensing
was employed. The representative of Finland advised the Panel that in the
recent past no licence had been refused by the Finnish authorities for imports
from Uruguay. He was not, however, in a position to affirm that no licence
application would be refused in future since this would depend upon circum-
stances. The representative of Finland also advised that g;obal quotas, -
including those listed in Section 1, had generally been increased by 50 per
cent between 1960 and 1961.

M

(b) Production or turnover taxes: The representative of Finland
explained that Finland had experienced considerable difficulty in disposing
of domestic butter fat production and that the Finnish Government had felt
obliged to curb consumption of other fats. With this aim in view it had, in
1958, imposed a production tax on vegetable oils. Before 1 October 1962
imported oil had borne a charge of 149 FM per kilo consisting of duty and
excise tax, and locally produced oil one of only 51 FM (excise tax). Since
1 October the customs duties had been removed and there was now a charge of
149 PM per kilo on edible oils, whether imported or domestically produced.
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This change had naturally improved the position of imported edible olls vis-a-~
vis those locally produced. As regards technical oils, such as linseed oil,

in which Uruguay was interested, there was a customs duty of 10 FM (3 US¢ cents)
per kilo for unbleached oil and 12 FM for bleached oil, but no other charges.
The representative of Finland informed the Panel that production in Finland of
vegetable oils amounted in 1961 to 9,000 tons, whilst imports of animal and
vegetable oils (15.01-15.08) amounted to 11,408 tons.

-(e) - Health regulations: The representative of Finland informed the
Panel that his country's health regulations were administered in a manner
which excluded imports of uncooked meat from countries where foot and mouth
disease existed according to official announcements by the World Health
Organization, All domestically produced meat was subject to health controls
established by the Finnish law.

(d) State trading: The representative of Finland informed the Panel that
the State Granary was the sole agency for the import of inter alia wheat and
wheat flour intended for human consumption. The aim of the State Granary
was to maintain stability in the domestic market.

(e) Tariff preferences: The Panel noted the statement of ‘the Tepre-
sentative of Uruguay that these preferences were a potential threat to
Uruguayan exports. The Finnish representative stated that the preferences
listed above had been of no practical importance since no imports had taken
place under them.

36 jStatus of the measures in terms of Finland's GATT dbligat16ﬁ§ '

~The Panel noted the Finnish statement that the import permit requirements
and quotas were permissible under Article XII to which Finland had recourse;
State trading as practised by Finland was operated in accordance with
Article XVII of the General Agreement and did not involve restriction beyond
that permissible under Article XII; the health regulations conformed with
Article XX; and the turnover and production taxes were of the type provided
for in Article III. ' - .

The representative of Uruguay did not wish to question the conformity
with the provisions of the General Agreement of the measures maintained by
Finland where such conformity was claimed by  the Government of Finland. He
nevertheless wished to emphasize the fact that the measures in force in
Finland had the effect of restricting the access to the Finnish market for a .
number- of Uruguayan products which together constituted a considerable pro- -
portion of Uruguay's total exports.

4. Conclusions
(a) In the light of the information obtained from the consultations

with the two parties concerned, and for reasons set out in paragraph 16 of the
Panel's general report, the Panel does not consider that it would be appropriate
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to make any specific recommendations based on nullification or'impairment
in terms of Article XXIII(2) in respect of the following measures maintained
by Finland:

(1) Production or turncver taxes;

(ii) Health regulations;

(1ii) State trading; and

(iv) Import permit requirements and quotas.

(b) However the Panecl cosiders that in respect of the State-trading
measures mentioned above, having regard to the nature of the measures and the
interest which Uruguay has in the products in question, there are a Eriori
grounds for assuming that they could have an adverse effect on Uruguay s
exports. In this connexion the Panel recalled the provisions of Article XXII .
pursuant tc which the Government of Finland would nc doubt accord sympathetic
consideration to any concrete representations which Uruguay might wish t6 make-
concerning these measures, or their administration, with a view to minimizing
any such adverse effects. '

Further, as regards the import permit requirements and quotas, the Panel
would recall the view of contracting parties as expressed in the consultations
under Article XII:4 that the Government of Finland should endeavour to ensure
that the quantitative restrictions maintained under Article XII do not have
incidental protective effects which would render their removal difficult when
Finland no longer had need tc have recourse to Article XIT.

Also, as regards health regulations, the Panel noted the statement of
Uruguay that these regulations, as administered at present, constituted a
considerable, if not insuperable, barrier to the uncooked hmeat exports of
Uruguay. The Panel suggests to the CONTRACTING PARTIES that it would be
useful if Finland were to enter into consultation with Uruguay to examine
the possibility of administering the regulations in such a way as to permit
the entry of Uruguayan meat intc Finland, whilst affording adequate sanitary
protection to domestic livestock,

(e) The Panel has noted that certain tarifi preferences which have been
accorded by the Govermment of Finland are not provided for in Article I:2 of
the General Agreement. However, the Panel can only leave it to the Jjudgment
of the Government of Uruguay as to whether or not it would wish to pursue
further this matter under the provisions of paragraph 2 of Article XXIII.
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(G) FRANCE

In accordance with its terms of refercncc, and on the basis of information
supplicd by Uruguay in support of its rcecoursc to paragraph 2 of article XXIII
in respect of France, thc Panel discusscd with the dclegaticns of Uruguay cnd
Francc thc facts concerning the moaintcnance of the restrictive mcasures included
in thc Uruguayan submission, the effecets of these moasurcss on trade, and the
relctionship betweoen thesc measurcs and the provisions of the General agreemcnt.

le Mcasures in force

The Panel confirmed that France maintained in force the following measures
on itams included in the submission by Urugusy:

Brusscls
arifft
item No. Description of products Megsures in forcc
02,01 Meat of animals of thc bovine species,) Import permit, quote
frozen and chilled ) end tariff preference
Meat of animals of thc ovinc species, )
frozen )

Offals chilled Import permit, variable
charge and_tariff
prefercnce

16.02 Preserved mecat Import permit, quota
and tariff prefcrence
16,03 Mcat extracts , Teriff preferencel,
10.01 Wheet . Import certifjicate
variable levyé and
tariff prcfereonce
11,01  \Viheat flour Import certificate
veriable levy“ and
) tariff proferonce3
10,03 Barley Import certificeate

variable levy2 and
teriff preforonce

10,06 Rice (pecled) Steto trading and
toriff preferencel

S

1Moasures which may be rcplaced shortly with the extension of the common
agricultural policy to those itcems.

gMeasures applicd under the ocmmon sgricultural policy of the EEC on
coroals, (Sec paregraph 18 of thc Panel's gencral report.)

aI'hose proferences, forming part of the originel submission by Uruguay
in rospcct of France (L/1662) have been withdrewn cxcopt for Algsrien cereals
concorning whose prefcrcntial position, no final decision has yet been reachod.
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Brussels
tariff

item No. Description of products Measures in force

15.07 Linseed oill, crude State trading, tariff
preference and.import
permit ‘

15.08 Linseed o0il, boiled Tariff preference

15.07 Edible oils, crude and refined State trading, tariff
preference, import permit
and quota

41.02 Cow-hide, tanned Tariff preference

1 .03 Sheepskin leather, tanned Tariff preference

41.06 Chamois-dressed leather Tariff preference

41.07 Parchment-dressed leather Tariff preference

41.08 Patent leather ’ Tariff preference

53.03 Waste of wool Tariff preference

53.05 Combed wool (tops) Import permit and
discrimination

55.07 Yarn of combed wool Import permit and
discrimination

55.11 Wool textiles Import permit and
discrimination

2. Short description of the measures and their effects on the export trade
of Uruguay 2

(A fuller description of the measures in force for meat is contained in
COM.II/2(k) and L/1165.)

(a) State trading: The representative of France stated that State
trading in edible oils was carried out by the "Société Interprofessionnelle
des Oléagineux et les Huiles Alimentaires" (SIOFA) which enjoyed a monopoly of
the trade in oils not only in France but in certain of the oilseed producer
countries in the franc zone. Imports of edible oils were made within the
framework of global quotas (ef. COM.II/112). As regards linseed oil, imports
were made by the "Société Interprofessionnnelle du Lin" (SILIN). As regards
rice, there were practically no imports from third countries.

(b) Turiff preferences: - The Panel noted the statement by the representative

"of France that France accorded duty-free entry to.many products . originating

in the countries of the franc zone- while duties were charged against

other countries. The tariff preference in force for items Nos. 41.02 to 41.08
(leathers) had little practical effect since, as yet, the countries of Africa
had not developed tanning industries to any significant extent and, in the case
of Morocco and Tunisia, exports, mainly of small hides, constifuted an insignifi-
cant share of France's total imports of leather. There was, in fact, a duty on
Moroccan leather once a tariff quota had been exceeded and the situation in

1See Annex for countries of the franc zone.
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respect of Tunisia was at present under review, The Panel also noted the
statemeont by thc represcntative of Uruguay that Uruguay was intorested in future
leathor oxports which might be adversely affected by the dovelopment of tanning
industries in those countries which cnjoy prcfercnces. Morcover, the Uruguayan
Govermment considcred that the other preferences listed were by their nature
already having a deletorious ‘cffect on its cxports to France. In this latter
connexion, the representative of Francc pointed out that the prcfercnces presently
accorded werc currently thec subject cf re-negotiation between the Eurcpean
Economic Community and the African and Mglagasy Associated States since they were
scheduled to oxpire on 31 December 1962, It was thus difficult for the French
delegation to oclucidate further on this porticular matter since the information
provided would be out of date within thc near future.

(¢) Discrimination: Thc Penel noted the contcntion of the reprcsentative
of France that it would be difficult for Francc to remove thc discriminatory
import permit requirements in respeet of item 53.05 (combed wool tops), item 53,07
(yarn of cambed wool) and item 53,11 (wool textiles) until such time as the
problem of combed wool tops had been scttled. The Uruguayan practice of allowing
thc domestic combing industry to obtain its raw wool net of the levy imposcd on
exports of such wool amounted to o form of subsidization. The Panel noted that
Francc appeared to be the only country which considercd it necessary to dis-
criminate against Uruguay on thesc grounds, The Panel clso noted that the
restriction had been oxtended to all non-COECD members of the GATT, It furthor
notcd thot French combed wool tops were themselves able to compete succossfully
against Uruguayan exports of this commodity on world markets and that France was
tho world's sccond largest cxportcr cf wool tops. The French represcentative
took note of the above observations concerning the quantitative restrictions
applicd in France as regards ccrtain contracting parties. He rccognized that
it would be permmissible for the Govormment of Franec to resort to solutions other
than quantitative restrictioms.

Recognizing that the wool trade could benefit from closeor contact botween
the two countrics st a tochnical level, and noting the willingness on the pert of
Uruguzy to discuss th: matter further with the French authorities, the French
reprosontative invited Uruguay to sond a mission to discuss tho technical aspects

of this matter with tho Frendch Govornment and wool industry. In this connexion,
he recalled the oarlier offer madc by a Uruguayan dclegotion to send a mission of
technicians to Francc. The rcprescntative of Uruguay undertook to transmit this
invitation to Montcvideoo, but cxpressed the view that such technical discussions

should not be confined to the problem of wool tops but should cover other
products which Uruguay seeks to cxport to thc French market as well as all French

exports to Urugucy.

(a) Import permit requirements and guotas in respect of certain meat items:
As regards peat end prosbrvod meat, imports arc made by the private sector and
applications for licences are considered in thc light both of stocks held by the
"Société Interprofessionnelle du Béteil et des Viandes' (SIBEV) and of the level
of domestic prlces.

(e) Variable charge (chilled offals): Only ovine and bovine tails are
subject to this charge which is applied equally to domestic and imported tails.
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3, Status of the measures in terms of France's GATT obligations

. The Panel noted that in the opinion of “the Government of France ‘the tariff
preferences were provided for in Article I:2; the variable charge did not
contravene any‘provisionS-of the GATT; and the State-trading measures were
maintained consistently with Article XVII.

Apart from the variable charge and variable levies, the status of which is
discussed in paragraph 17 of the Panel's general report, the representative of
Uruguay did not wish to question the conformity with the provisions of the
General Agreement of the measures maintained by France where such conformity was
claimed by the Government of France., He nevertheless wished to emphasize the
fact that the measures in force in France had the effect of restricting the
access to the French market for a number of Uruguayan products which together
constituted a considerable proportion of Uruguay's total exports.

4, Conclusions

(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraphs 16 and 17 of
the Panel's general report, the Panel does not consider that it would be
appropriate to make any specific recommendations based on nullification or
impairment in terms of Article XXIII:2 in respect of the following measures
maintained by France:

(i) Tariff preferences;
(ii) Variable charge; and
(iii) State trading.

3

(b) However the Pancl considers that in respect of the State-trading

measures mentioned above, having regard to the nature of the measures and the

interest which Uruguay has in the products in question, there are a priori
grounds for assuming that they could have an adverse effect on Uruguay s
exports. In this connexion the Panel recalled the provisions of Article XXII
pursuant to which the Govermment of France would no doubt accord sympathetic
consideration to any concrete representations which Uruguay might wish to make
concerning these measures, or their administration, with a view to minimizing
any such adverse effects.

In respect of tariff preferences, the Panel is of the view that, bearing
in mind the basic objectives of the General Agreement, the Government of France
would no doubt accord due consideration to any proposals that might be made
by Uruguay in the context of the CONTRACTING PARTIES tariff reduction activities
or discusslons relevant to the reduction of customs tariffs.,
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(c) As regards the import permit requirements, two of which involve
quotas and three discrimination, the Panel considers that insofar as it has
not been established that these measures are being applied consistently with
the provisions of the General Agreement or are permitted by the terms of the
Protocol under which France applies the GATT, it has to proceed on the
assumption that thelr maintenance can nullify or impair the benefits accruing
to Uruguay under the Agreement. It concludes, therefore, that the CONTRACTING
PARTIES should recommend to the Government of France that it give immediate
consideration to the removal of these measures. The procedure set out in
paragraph 20 of the Panel's general report would become applicable in the
event of the Government of France's failing to carry out this recommendation.
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ANNEX T
The franc area is defined on the basis of the following criteria: f“ﬁ

- existence of a common foreign exchange fund between the member countries <
of the area; P ‘:’\

- existence of a common set of exchange regulations for each of the member
countries of the area;

- freedom of transfers within the area;

- existence of a fixed parity between the currencies of the member countries
of the area.

At the present time, the members of the area are as follows:

1. The French Republic ;
its overseas departments: Guadeloupe, Martinique, French Guiana,
Reunion;
its overseas territories: Comoro Archipelago, St. Pierre and Miquelon,
New Caledonia, Wallis and Futuna Islands, French Polynesia, condominium
of the New Hebrides.

2. Central Africa Republic
Republic of the Congo (Brazzaville)
Republic of the Ivory Coast
Republic of Dahomey
Republic of the Upper Volta s
Gabon Republic
Republic of Senegal
Republic of Mali
Islamic Republic of Mauritania
Malagasy Republic
Republic of the Niger
Republic of Chad
Federal Republic of Cameroon
Republic of Guilnea
Kingdom of Morocco
Republic of Algeria
Republic of Tunisia
Togolese Republic
Principality of Monaco.
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(H) THE FEDERAL REPUBLIC OF GERMANY

In accordance with its terms of reference, and on the basis of information
‘Supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of the Federal Republic of Germany, the Panel discussed with the
delegations of Uruguay and the Federal Republic of Germany the facts concerning
the maintenance of the restrictive measures included in the Uruguayan
submission, the effects of these measures on trade, and the relationship
between these measures and the provisions of the General Agreement.

1. Measures in force

The Panel confirmed that the Federal Republic of Germany maintained in
force the following measures on items included in the submission by Uruguay:

Brussels
tariff
item No. Description of products Measures in force
02.01 Meat of animals of the bovine species,
: 1
frozen Import permit and quota
Meat of animals of the bovine species, 1
chilled Import permit and quota
Meat of animals of the ovine species, Import permit,lquota and
frozen discrimination
1
Offals, chilled Import permit and quota
1
16.02 Preserved meat Import permit and quota
10.01 Wheat Import'certifécate and
variable levy
11.01 Wheat flour Import certifécate and
variable levy
10.03 Barley Import certifjicate and
N variable levy
1
10.06 Rice (peeled) Import permit

1Measures which may be replaced shortly with the extension of the
common agricultural policy to these items.

2Mea.sures applied under the common agricultural policy of the European
Economic Community on cereals. (See paragraph 18 of the Panel's general
report. )
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Brussels
tariff
item No. Description of products Measures in force
15.07 Edible oils, refined Import permit and quota
41,02 Cow-hide, tanned Import permit and q'uota3
53.07 Yarn of combed wool Import perm:!.t.‘3
53.11 Wool textiles Import permit and quota3

Note: An "equalization tax" is applied to all imports into the Federal
Republic of Germany to provide for the same fiscal charges on imports as are
borne, in the form of a turnover tax, by domestic products. The incidence of
the tax is low, being, for example, 4 per cent in respect of edible oils.

2. Short description of the measures and their effects on the export trade
of Uruguay )

(A fuller account of the measures maintained on the meat items is
contained in COM.II/2(b)/Rev.l and L/1198.)

(a) Import permit requirements and gquotas

The representative of the Federal Republic informed the Panel that no
applications for imports from Uruguay have been received despite the fact that
rice is under de facto liberalization, woollen textiles are not subject to quota
restriction and the level of the quota for refined edible oils by far exceeds
the request for imports and therefore has never been exhausted. In the case of
neat leather the quota was only a formal one since it substantially exceeds
the applications for imports from Uruguay. The Panel noted also that the permit
requirement in respect of certain types of yarns of combed wool was discretionary
and thus restrictive but that in the case of Uruguay no application for a permit
had, In recent years, been refused.

The Uruguayan representative stated that he understood from this information
that all applications for licences to import these products from Uruguay would
continue to be granted.

As regards the quota on meat the representative of the Federal Republiec
pointed out that this was supplemented by an arrangement which enabled German
importers to make compensatory purchases of meat outside the established

3'Th.e quota in force for cow-hides, tanned (41.02) is applied only to neat

leather. As regards the import permit requirement for item 53.07, this is
applicable only to yarn of combed wool, not put up for retail sale; raw, other
than hard worsted yarns, bleached, dyed or printed. Similarly the import permit
and quota régime in respect of woollen textiles is applicable to ex 53.11 woven
fabrics of wool or of fine animal hair, other than for padding and felt cloth.
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quotas in return for exports of meat including processed meat. It would
seem that to date, of the overseas countries, only Argentina had participated
in this trade. : ’

>

(b) Discrimination

The Panel took note of the representative of Germany's statement that
the quota opened in respect of ovine meat, frozen, for Australia and
New Zealand (now 600 tons per annum) arose from the fact that these two
"~ countries had foregone their special quotas on beef. An approach by Uruguay
for inclusion in the frozen ovine meat quota would be taken into consideration
by the Federal Republic of Germany. The Panel also took account of the
statement by the representative of Uruguay that Uruguay had in fact already
formally and repeatedly applied without success for a quota for ovine meat.

3. Status of the measures in terms of Germany's GATT obligations

The Panel noted that, in the view of the Government of the Federal
Republic of Germany, the import permit requirements and quotas as applied to
meat and refined edible oils were Jjustifiable in terms of the Torquay Protocol,
under which the Federal Republic of Germany provisionally applied the GATT,
because they resulted from the administration of marketing laws in force prior
to Germany's accession. The Panel also noted the observation by the representa-
tive of Uruguay that this view had not been shared by the majority of

eontracting parties. The Panel further noted that these measures were the
subject of a decision under Article XXV:5, that decision (page 31 of BISD,
Eighth Supplement) being taken without prejudice to this legal question. Other
import permit and quota restrictions, i.e. those applying to 41.02 (cow-hide,
tanned), 53.07 (yarn of combed wool) and 53.11 (wool textiles) were maintained
under the authorization of the Decision of 30 May 1958.

It was noted that in the opinion of the Government of the Federal Republic

of Germany the "equalization" taxes were in conformity with the provisions of
Article III.

The representative of Uruguay did not wish to question the conformity with
the provisions of the General Agreement of the measures maintained by the Federal
Republic of Germany where such conformity was claimed by the Government of the
Federal Republic of Germany. He nevertheless wished to emphasize the fact that
the measures in force in the Federal Republic of Germany had the effect of
restricting the access to the German market for a number of Uruguayan products
which together constituted a considerable proportion of Uruguay's total exports.

4,  Coneclusions

_(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraph 16 of the
Panel's general report, the Panel does not consider that it would be appropriate
to make any specific recommendations based on nullification or impairment in
terms of Article XXIII:2 in respect of the following measures maintained by
the Federal Republic:
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(1) equalization taxes; and .

(1i) import permit requirements and quotas in respect of frozen
bovine meat, chilled bovine meat, chilled offals and refined
edible oils and the import permit requirement in respect of rice.

(b) However, in respect of the import permit requirements and guotas
mentioned above, the Panel considers that, having regard to the nature of the

measures and the interest which Uruguay has in the products in question, there
are a _priori grounds for assuming that these measures could have an adverse effect
on Uruguayan exports. In this connexion the Panel recalled the provisions of
Article XXII pursuant to which the Government of the Federal Republic would no
doubt accord sympathetic consideration to any concrete representations which
Uruguay might wish to make concerning these measures, or their administration,
with a view to minimizing any such adverse effects.

Furthermore, the Panel noted the statement by Uruguay that these measures
seriously affected Uruguayan exports and were of great concern to Uruguay. The
Panel recalled the German contention that the measures under the Marketing Laws
were permitted under the terms of the Torquay Protocol and the fact that this
contention was not accepted by most contracting parties. Since Uruguay did not
raise this legal question before the Panel, the Panel did not proceed to consider
recommendations on the basis of nullification or impairment. On the other hand,
it notes that Germany is likely to replace these measures by other measures in
the near future. The Panel considers it sufficient for the present to point out
that the provision of paragraph 1(a)(ii) of the Torquay Protocol 1is irrelevant
for any measures required by legislation coming into force after 21 April 1951.

(c) As regards the discriminatory quota in respect of frozen ovine meat,
the import permit requirements and guotas in respect of neat leather and certain
woollen textiles, and the import permit requirement in respect of certain yarn
of combed wool, the Panel cansiders that insofar as it has not been established
that these measures are being applied consistently with the provisions of the
General Agreement or are permitted by the terms of the Protocol under which the
Federal Republic of Germany applies the GATT, it has to proceed on the assumption
that their maintenance can nullify or impair the benefits accruing to Uruguay"
under the Agreement. It concludes, therefore, that the CONTRACTING PARTIES
should recommend to the Govermment of the Federal.Republic of Germany that it
give immediate consideration to the removal of these measures. The procedure
set out in paragraph 20 of the Panel's general report would become applicable
in the event of the Government of the Federal Republic of Germany's failing to
carry out these recommendations.
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(1) ITALY

In accordance with its terms of reference, aznd on the besis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Italy, the Pecnel discussed with the delegations of Uruguay and
Italy the facts concerning the maintenance of the restrictive measure= included
in the Uruguayan submission, the effects of these measures on trade, and the
relationship between these measures and the provisions of the General Agreement.

1 Measures in force

The Panel confirmed that Italy mainteined in force the following measures
on items included in the submission by Uruguay:

Brussels

tariff

item No. Description of products Measures in force

02.01 Meat of animels of the bovine species, Quotal

frozen and chilled

10.01 Wheat c Import certificate,
variable levy< and
State trading3

11.01 Wheat flour Import certificate,
variable levy< and
State trading3

10.03 Barley Import certificate and
varicble levy<?

15.07 Linseed o0il, crude - : . " Discrimination, guota
and production or
turnover tax

15.08 . Linseed oil, boiled Production or turnover

’ tax
15.07 Edible oils, crude, refined or purified Mixing regulation and
‘ : production or turnover
tax )

lMeasure which may be replaced shortly with the extension of the common
agricultural policy of the European Economic Community to this item,

2Measures applied under the common agricultural policy of the EEC on
cereals., (See paragraph 18 of the Panel's general report.)

3To be removed 1 July 1963.
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2. Short description.of the measures and their effects on the export trade

of Uruguay

(4 fuller description of measures in force is contained in COM.II/40(b)
and 1/1170.)

() Quota: The representative of Italy provided the Panel with details
of the quota in force on frozen and chilled bovine meat., For the four months!
period April-July 1962, List B countries, excluding the member States of the
Iuropean sconomic Community, were allocated the following quotas:

fresh and chilled bovine meat 5,500 tons
frozen bovine meat 4,400 tons

Latin American countries (1n effect Argentina, Brazil and Uruguay) were
allocated the follow1ng quotus

chilled bovine meat 2,200 tons
frozen bovine meat 11,900 tomns

Quotas of almost the scme dimensions were allocated for .the three
months' period August-October 1962.

_ The Panel took note of the statement by the Government of Italy that,
in the absence of arti-dumping legislation, Italy had to protect its agricultural
reconversion policy from the threats posed by the policy of subsidization
adopted by some countries. In this connexion, the Govermment of Italy recognized
that Uruguay was not one of those countries which subsidized meat exports. The
quotas had been introduced in respect of meat to replace minimum pricing ‘
regulations previously in force. In 1958 and 1959, when the free import régime
had still been in force, annual imports of beef from Latin America had amounted
to 48,000 tons and 41,000 tons respectively. The Panel also took account of-
the statement by the Uruguayan representative that Italy, by fostering domestic
livestock production, was curbing the export opportunities of countries such as
his own. .

(b) Discrimination: Referring to the measures in force for crude linseed
0il, the representative of Italy advised that countries falling under List B
of Italy's import permit régime enjoyed free access to the Italian market whilst
those under List 4, including Uruguay, were restricted to a quota of
Us$1,200,000 per annum.

The Panel noted the statement of the representative of Uruguay that crude
linseed oil was one of the items for which Uruguay hed negotiated a binding with
Italy at Annecy. It also noted the Italian representative's statement that the
position as regards crude linseed oil had improved insofar as it had now become
possible to export this item to Italy within the quota mentioned above,
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(¢) Mixing regulation: The Panel took note of the statement by the
representative of Italy that the mixing regulation for edible oils was
employed to absorb seed o0il held in the State stock and in order to maintain
purity standards for olive oil. The volume of oils which could be imported
varied according to the types and amounts of seed oils in the State stock,
which itself comprised imported as well as domestic products.

(d) Production or turnover taxes: The Panel noted that these taxes were
not applicable to olive oil and that the incidence of the taxes was Lt.6,000
per quintal on crude or boiled linseed oil and on edible oils,

(e) State trading: The representative of Italy explained that importation
of wheat (and barley) was the monopoly of the Federation of Agricultural
Consortia. Imports were made on an ad hoc basis, account being taken of
Italy's commitments under the International Wheat Agreement,

3. Status of the measures in terms of Italy's GATT obligations

The Panel noted that in the opinion of the Government of Italy‘the State-
trading measures were consistent with the terms of Italy's Protocol:of Provisional
Application and the production taxes.and mixing regulation with Article IIT of
the GATT.

Apart from the variable levies, the status of which 1is discussed in
paragraph 17 of the Panel'!s general report, the representative of Uruguay did
not wish to question the conformity with the provisions of the General Agreement
of the measures maintained by Italy where such conformity was claimed by the
Government of Italy. He nevertheless wished to emphasize the fact that the
measures in force in Italy had the effect of restricting the access to the
Italian market for a number of Uruguayan products which together constituted
a considerable proportion of Uruguay's total exports.

L. Conclusions

(a) In the light of the information obtained from the consultations with the
two parties concerned, and for rezsons set out in paragraph 16 of the Panel's
general report, the Panel does not consider thet it would be appropriate to
make any specific recommendations based on nullification or impairment in terms
of Article XXIII:2 in respect of the following measures maintained by Italy:

(1) production or turnover taxes;
(ii) mixing regulation; and

(iii) State trading.
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(b) However the Panel considers that in respect of the State trading and
mixing regulation mentioned above, having regard to the nature of the measures
and the interest which Uruguay has in the products in questiom, there are ’

a _priori grounds for assuming that they could have an adverse effect on Umy's
exports. In this connexion the Panel recalled the provisions of Article XXIT
pursuant to which the Govermment of Italy would no doubt accord sympathetie
consideration to any concrete representations which Uruguay might wish to make:
concerning these measures, or their administration, with a view to m:l.nim:lzing
any such adverse effects.

(e) As regards the guot one of which is diserminatory; the Panel
considers that, insofar as it has not been established that these measures are:
being applied consistently with the provisions of the General Agreement or are
permitted by the terms of the Protocol under which Italy applies the GATT,. it -
has to proceed on the assumption that their maintenance can nullify or 1mpa!.r: ;
the benefits aceruing to Uruguay under the-Agreement. It concludes, therefore;
that the CONTRACTING PARTIES should recommend to the Government of Italy that
it give immediate ccnsideration to the removal of these measures. The procedure
set out in paragraph 20 of the Panel's general report would become applicable
in the event of the Government of Italy's failing to carry out this recommendation.
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(J) JAPAN

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respéct of Japan, the Panel discussed with the delegations of Uruguay and-
Japan the facts concerning the maintenance of the restrictive measures included
in the Uruguyuan submission, the effects of these measures on trade, and the
relationship between these measures and the provisions of the General Agreement.

1. Measures in force

The  Panel confirmed that Japan maintained in force the following measures
on items included in the submission by Uruguay.

Brussels
tariff

item No. .

02.01

16.02

10.01
11.01

10.03
10.06
ex 15.07

ex 41.02

41.03

ex 41.08

53.11

Desoription of products ° -~ - Measures in force
.- Meat of animals of the bovine species, Import perﬁi€5;quta '
frozen and chilled - - - - and3healthfregulations”
Meat of animals of the ovine species, ) o
frozen ) Health regulations
Offals, chilled ;
Preserved meat Import permit and
quota
Wheat State trading
Wheat flour ' Import permit and
quota
Barley State trading
Rice (peeled) State trading
Groundnut oil and sunflower seed oil, Import permit and
crude and refined quota
Cow-hide, tanned Import permit and
quota
Sheepskin leather, tanned Import permit and
quota
Patent leather Import permit and
quota
Wool textlles Import permit and

quota (apply only to
fabrics)
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2. ° Short descrig on of the measures al and their effects on the e;ggrt trade
£ of Ugggg y

" (A fuller account of'Japen's State-trading measures on grain are coﬁtéined
in COM.II/2(p)/Rev.1 and L/1172. Detalls of Japan's import restrictions are

contained in BOP/11 and L/1855).

(a) Health regulations: The Panel noted the statement by the represen-
tative of Japan that the restrictions in force for the control of foot-and-
mouth disease and sheep pox had been framed after a very careful investigation:
of the position. At present uncooked meat of even cloven-hoofed animals
originating in Latin America, European countries, Africa and Asian countries
with the exception of Okinawa and Taiwan, was excluded except for small shipments
needed for testing purposes. The restrictions were needed to safeguard
against disease 1local livestock production ‘which the Japanese Government weas
attempting to foster. The Panel,however, noted the statement of the represen-:
tative of Uruguay that the health restriction problem was among the most
important confronting Uruguay in her trade relations with Japan and that the
administration of health regulations amounted to a form of de facto discrimination.

(b) Import permits and guotas: The Panel noted the statement of the
representative of Japan that meat consumption in Japan would increase with
the raising of living standards and that between 1959 and 1960 the consumption
of sausage meat had increased by no less than 40 per cent. In 1961, Japan
produced 2,056 tons of corned beef and consumed 2,301 tons and produced
4,859 tons of other beef preparations canned . or bottled and consumed
4,678 tons. Meat imports were controlled by the JapanesesLivestock Promotion
Corporation to which was allocated foreign exchange by the Government. In its
turn the Qorporatidh allocated foreign exchange to importers. The import

permit and quotas were, in this instance, allocated under the Fund Allocation

System. -As regards the import permits for items other than meat, the

‘representative of Japan stated that such permits fell within the fremework

of the Japanese Fund Allocation System. Quotas had been established and from
time to time the Japanese Government made announcements concerning the volume
of imports which were permissible within the framework of these quotas.

(e) State trading: The representative of Japan explained that the
importation of cereals into Japan was controlled by the State. Twice a year
the Japanese Government determined the amounts and qualities of the various
types of cereals to be imported. Within the framework of these pre~determined
quantities, periodic announcementswere made calling for tenders. Importers
then tendered to the Government to supply the cereals and the successful '
applicants were allocated the necessary foreign currency. - In the case of rice,
Japan found it necessary to import the specific round variety which is
demanded by popular taste. This round variety was mainly available in neigh-
bouring Asian countries. The Panel also noted that Uruguay had exported
rice to Japan in recent years on a barter basis.
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3. Status of measures in terms of Japan's GATT cbligations

The Panel noted the statement of the Government of Japan that the import
permit requirements and quotas were applied in accordance with_Article XII;
the health regulations were provided for in Article XX; and Japan's State
trading complied with Article XVII and did not restrict quantitatively beyond
what was permissible under Article XII.-

The representative of Uruguay did not wish to question the conformity, with
the provisions of the General Agreement, of the measures maintained by Japan.
He nevertheless wished to emphasize the fact that the measures in force in
Japan had the effect of restricting the access to the Japanese market of a
number of Uruguayan products which together constituted a considerable proportion
of Uruguay's total exports.

y, Conclusions

(a) In the light of the information obtained from the consultation with
the two parties concerned, and for reasons set out in paragraph 16 of the
Panel's general report, the Panel does not consider that it would be appropriate
to make any specific recommendations based on nullification or impairment in
" terms of Article XXIII:2 in respect of the measures maintained by Japan, namely:

(1) import permit requirements and quotas;
(i1) health regulations; and
- (1i1) State trading.

(b) However, the Panel considers that in respect of the State trading
measure mentioned above, having regard to the nature of the measures and the
interest which Uruguay has in the products in question, there are a priori
grounds for assuming that they can have an adverse effect on Uruguay's exports.
In this comnexion the Panel recalled the provisions of Article XXII pursuant
to which the Government of Japan would no doubt accord sympathetic consideration
to any concrete representations which Uruguay might wish to make concerning
these measures, or their administration, 'with a view to minimizing any such
adverse effects.

Further, as regards the import permit requirements and quotas, the Panel
would recall the view of ccntracting parties, as expressed in the consultations
under Article XII:4, that the Govermment of Japan should endeavour to ensure
that the quantitative restrictions maintained under Article XII do not have
inecidental protective effects which would render their removal difficult when
Japan no longer had need to have recourse to Article XII.

Also, as regards health regulations, the Panel noted the statement of
Uruguay that these regulations, as administered at present, constituted a
considerable, if not insuperable, barrier to the uncooked meat exports of
Uruguay. The Panel suggests to the CONTRACTING PARTIES that it would be useful
if Japan were to enter into consultation with Uruguay to examine the possibility
of administering the regulations in such a way as to permit the entry of
Uruguayan meat into Japan, whilst affording adequate sanitary protection to
domestic livestock.
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(K) THZ NETHERIANDS

In accordance witii its terms of reference, and on the basis of informetion
supplied by Uruguay in support of its recourse to paragraph 2 of article XXIII
in respect of the lietherlands, the Panel discussed with the delegations of
Uruguay and the Netherlands the facts concerning the maintenance of the
restrictive measures included in the Uruguayan submission, the effects of these
measures on trade, and the relationship between these nmeasures and the
provisions of the General Agreement,

i I Measures in force

The Panel confirmed that the Netlierlands maintained in forcé the following
measures on itens included in the submission by Uruguay:

Brussels tariff - Description of products ‘ Measures in force-
item No. .
02.01 " Meat of animals of the bovine species, Import permit, quota
frozen ' and Iariable import
levy
- Meat of animels of the bovine species, Import permit, quota
chilled Xariable inport
levy
- Adeat of animals of the ovine species, Import permit and
frozen variable import levyl
Offals, chilled Import permitl
16.02 : Preserved meat ., Import permitl
10.01 Wheat Import certificate
and variable levy2
11.01 Wheat flour ) Import certificats
and veariable levy
10.03 Barley T Import certificate
~ and variable levy<2
15.07 Linseed o0il, crude Import permit
15.07 sdible oils, crude Import pernmit
15.07 ~ &dible oils, refined | Import permit
53.05 Combed wool (tops) Import permit

1M.easures which may be replaced shortlvy with the extension of the common

‘egricultural policy to these items,

2Measures applied under the common agricultural policy of the EEC on
cereals (s3e paragraph 18 of the Panel's General Keport)

NOTE: The Netherlands maintains a turnover compensation tax on imports of all
the items included in the submission by Uruguay.
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2. Short description of the measures and their effects o: the export
trade of Uruguay

(A fuller accouat of the measures applied on the meat items appears in
C0ii.II/2(g)/Rev.1l and L/1054).

(a) Import permits and guotas: The representative of the Netherlands
explained that import permit requirements meintained without quotas were for
administrative reasons and no restriction whatsoever was implied. The quota
restrictions in force for chilled and frczen bovine meat was the subject of
notification in the iletherlands residual restriction list.

(b) Variable import levies (in respect of meat items 02.01): The
Netherlands represcntative informed the Panel that these levies were in
addition to normal customs duties. The levies, although in principle variable,
had in fact been changed only once in the last five years. Their purpose was to
raise the price of imported meat approximatelvy to the levels maintained for
domestically slaughtered meat.

(¢) Uruguav's trade with the Netherlands: The Panel noted the statement
by the representative of Uruguay that despite the measures in force, Uruguay
was able to conduct trade with the Netherlands at a satisfactory overall level
and, although the Nstherlands was an exporter of méat herself, Uruguay was able
to export her mcat to that country because of the entrepdt and processing trade
in the Netherlands.

The Panel noted in this connexion the 3tatement made by the Uruguayan
representative in a letter dated 21 webruciv 1962 to tiis iietherl.nds! permanent
representative that "consultations carried out indicated that within the present
import situation in the Netherlands there clearly appears to exist a considerable
margin for the diversification and increase of Uruguayan exports" and the state-
ment of the Uruguayan representative at the consultations held with the
Netherlands on 1/ Noveiber 1961 that "tlere was 2o specific complaint
against the Netherlands import régime for Uruguayan export products’.

3. Status of the measurcs in terms of the ietherlands' GaTT obligations

The Panel noted that in the view of the Governmenﬁ of the Netherlands
the variable import levies on the meat items (02.01) conformed with Article -II
and the turnover compensaiion taxes with 4Article III of the GATT.

Apart from variable import levies, the status of which is discussed in
paragraph 17 of the Panel's general report, the representative of Uruguay
did not wish to question the conformity, with the provisions of the General
Agreement, of the measures maintained by the Netherlands where such conformity
was claimed by the Government of the Netherlands. He nevertheless wished to
emphasize the fact that the measures in force in the Netherlands had the effect
of restricting the access to the iletherlands'market for a number of Uruguayan
products which together constituted a considerable proportion of Uruguay's total
exports. In this connexion the Panel noted the earlier statements of Uruguayan
representatives (see paragrcph 2(c)).
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h. Conclusions .

In the iight of the information obtained from the consultations with
the two partics concerned, and for reasons set out in paragraphs 16 and 17
of the Panel's general report, the Panel doesnot consider that it would be
appropriate to make any specific recommendations based on nullification or
impairment in ferms of Article XXIII:2 in respect of the following measures
meintained by the Netherlands: ' B

(i) wvariable import levies; and

(ii) turnover compensation taxes.

However, in respect of the variable import levieg, the Panel considers
that, having regard to the nature of the measures and the interest which

Uruguay has in the products in question, there are a priori grounds for
assuming that these measures can have an adverse effect on Uruguayan exports.

As regards the import permit requirements and quotas, the Panel
considers that, insofar as it has not been cstavlished that these measures are
being ayplied comsistently witlh the provisions of the General ngreement or
are permitted by the terms of the rrotocol under whici the Netherlands applies
the GATT, +their maintenance can nullifv or impair the benefits accruing to
Uruguay under the ~greement. LHowever, in view of the statement by the
representative of Uruguay, quoted in paragraph 2(c¢) above, that "there was no
specific complaint against the Netherlands import régime for Uruguayan export
products" the Panel considers +that there are no grounds for its formulating
recommendations in terms of the provisions of irticle XIII:2,

L d
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. (L) NORWAY

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragrapi 2 of Article  XXIIT
in respect of Norway, the Panel discussed with the delegations of Uruguay and
Norway the facts concerning the maintenance of the restrictive measures included
in the Uruguayan submission, the effects of these measures on trade, and the
relationship between these measures and the provisions of the General Agreement.

i . Measures in force

The Panel confirmed that Norway maintained in force the following measures
on ltems included in:the submission by Urugusy:

Brussels
tariff
item No. Description of products Feasures in force
02.01 Meat of animals of the bovine species,)
frozen )
Meat of animals of the bovine species,) Import permit and
chilled )  maximum and minimum
Meat of animals of the ovine spscies, ) price system
frozen )
Offals, chilled )
16.02 Preserved meats Import permit
16.03 Meat extracts Import permit
10.01 Wheat State trading
11.01 Wheat flour State trading
23.04 0il cake State trading
23,04 Meal resulting from extraction of
vegetable oils a State trading

2. Short description of the measures and their effects on the export trade

of Uruguay

(A fuller account of measures applied appears in COM.II/2(c) and L/1150.)

(a) Import permits and maximum and minimum prices system: The Panel noted
the statement of the Uruguayan representative that these measures by encouraging
domestic production of cattle acted as a curb on Uruguay's beef exports to
Norway. The Norwegian representative, whilst admitting the protective effects
of these measures, nevertheless maintained that they had to be seen in the light
of agricultural protectionism generally and in particular in Western Europe.
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Norway wes too small both a&s o producer and as ¢ market to attempt to.take the
lead in finding a solution to this particular problem. Moreover, the price
regulations, which had been introduced in 1958 were less restrictive of imports
than had been the quota.system which they had replaced. In this connexion the
following statistics for imports of meat '(02.01) into Norway were cited:

- 1956 400 tons
1957 900
1958 7,600 "
1959 3,800 "
1960 2,500 "

In 1960 Uruguay's sheare had been 11.1 tons and in 1961 41.8 tons. It wes
possible that the comparatively small exports from Uruguay could be attributed.
to non-competitiveness. Denmcrk, New Zeslend snd Argentine were able to-sell ..
considerable quantities of meat on the Norwegion merket. There were no bileteral
egreements which gave these countries advantages over Uruguay .

The Panel noted the statement of the Norwegicn representative that permits
were restricted when domestic frozen cnd chilled bovine end .ovine meat prices .
were below & prefixed level but that once this lcvel had been exceeded imports
could be made frecly. Licences were issued for imports of preserved meats and
meet extracts on a discretionary basis.

(b) State trading: The Panel noted the contention of the representative
of Uruguay that State trading in Norway, by protecting local ~griculture and
by inhibiting trading contacts, was a restriction on trade. It also noted the
statement by the representative of Norwcy thet on the contrary purchasing of
imports by the State Grain Organization was made purely on a commercial and non=-
discriminatory basis; enquiries as to the reason why no récent purchases of grains
had been made from Uruguay had revealed that no offers had been receilved,

3. Status of the measures in terms of Norway's GATT obligations

The Panel noted that in the opinion of the Government of Norway, the
State-trading measures were maintained in accordance with the provisions of
the General Agreemant (Article XVII). The Norweglan representative informed
the Panel that the Norwegian Government, as was stated in its report on its
residual import restrictions, was currenly studying the import permit and
maximum and minimum pricing measures in order to arrive at a judgment of their
conformity with the General Agreement.

The representative of Uruguay did not wish to question the conformity
with the provisions of the General Agreement of the State-trading measures
maintained by Norway. He nevertheless wished to emphasize that the measures
maintained by Norway had the effect of restricting the access to the Norwegien
merket for a number of Uruguayen products.
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4. Conclusions

(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraph 16 of the Panel's
genéral report, the Panel does not consider that it would be appropriate to
make any specific recommendations based on nullification or impairment in terms
of Article XXIII:2 in respect of the State trading maintained by Norway.

(b) However the Panel considers that in respect of the State-trading
measure mentioned above, having regard to the nature of the measures and the
interest which Uruguay has in the products in question, there are a priori
grounds for assuming that they could have an adverse effect on Uruguay's
. exports. In this connexion the Panel recalled the provisions of Article XXII
pursuant to which the Government of Norway would no doubt accord sympathetic
cansideration to any concrete representations which Uruguay might wish to make
concerning these measures, or their administration, with a view to minimizing
any such adverse effects.

(e) As regards the import permit requirements which involve a maximum
and minimum price system in the case of meat (02.0l1), the Panel considers that
insofar as it has not been established that these measures are being applied
consistently with the provisions of the General Agreement or are permitted by
the terms of the Protocol under which Norway applies the GATT, it has to proceed
on the assumption that their maintenance can nullify or impair the benefits
accruing to Uruguay under the Agreement. It concludes, therefore, that the
CONTRACTING PARTIES should recommend to the Government of Norway that it give
immediate consideration to the removal of these measures. The procedure set
out in paragraph 20 of the Panel's general report would become applicable in
the event of the Govermment of Norway's failing to carry out this recommendation.
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(M) SWEDEN

In aceordance W1th its terms of referonce, and on the basis of information
supplied by Uruguay 'in support of its recourse to paragraph 2 of Article XXIII
in respect of Sweden, the Panel discussed with the delcgations of Uruguay and
Sweden the facts concerning the maintenance of the restrictive measures included
in thé Uruguayan submission, the effects of these measures on trade, and the
relationship between these measures and the provisions of the General Agreement.

1. Mecasures in force

The Panel éqnfirmed that Sweden maintained in force the following measures
on items included in the submission by Uruguay:

Brussels
tariff
item No, : Description of products Measures in force
02.01 Mcat of animals of the bovine species,) Import permit,
frozen ) discrimination,
Meat of animals of the bovine species,) import chargel and
chilled ) health regulations
Meat of animals of the ovine species, frozen) Import chérgel and
Offals, chilled ) health regulations
16.02 Preserved meat Import chargel
10.01 Theat Import chargel and
. ' mixing regulation
11.01 Vheat flour Import chargel and
@‘ mixing regulation
10.03 Barley ) Variable jmport charge
15,07 Edible oils, crude ) Variable import charge

Edible oils, refined or purified )

23.04 0il cake ' ) Variable import charge
Meel of vegetable oils )

lImport charges are in principle fixed as long as the domestic price
remains within certain predetermined price limits (see under 2(D)).
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. Short description of the measurcs maintained and their effects on the
export trade of Uruguay
(A fuller account of the measures maintained is contained in COM.II/2(o)
and 1/117L)

(a) Discriminatory import permit requirement (frozen bovine meat): The
Panel noted that the discrimination in favour of the former OEEC countries,
the sterling arca, the Belgian, Netherlands, French, Italian, Portugucse and
Spanish currency areas, Finland, Yugoslavia, Guinea, Indonesia, Irag and
Somalia arose from the fact that meat exported from these countries and arcas
did not require an import licence when entering Sweden., Imports of meat from
other sources, inceluding Uruguay, wecre subject to import permits., It was
further noted that the reasons for the continued application of this procedure
had been extensively discussed during the examination of the Swedish agricultural
policy by Committee II as noted in L/1171, paragraphs 34 and 35. The represen-
tative of Sweden informed the Panel that the licence control for meat was more
formal than real and that licences were normally granted on epplication,

(b) Import charges: The Panel took note of a statement by the Swedish
representative that import charges were enforced in order to bring long-term
world prices into line with long-term Swedish prices (a six year agreement
being in force between the State and the farmers' organizations with the aim
of ensuring farmers income parity with industrial workers)., Although these
charges in principle were fixed, changes could be made to compensate for short-
term fluctuations on the market in cases wherc the domestic prices fell below
or rose above certain predetermined levels.

(c) Variable import charges: The representative of Sweden explained
that in respect of products for which no price limits were fixed the import
charges were variable, The main reason for not fixing price limits fer
feeding stuffs was to allow for flexibility in order to rcgulate the cost
level and thus influence livestock production.

(d) Mixing regulations: The Panel was informed by the reprcsentative
of Swcden.that the mixing regulations, although still legally provided for,
had not been operative since January 1961.

(e) Health regulations: The Pancl noted the statement of the representa—
tive of Uruguay that Sweden!s sanitary regulatlons, in their present fomm,
completely excluded Uruguayan uncooked mecat from the Swedish market. The
Swedish reprcsentative pointed out that the Swedish authorities, however, were
periodically studying animal health conditions in Uruguay with a vicw to
enabling imports whenever possible under the provision of the Swedish health
regulations.

3. Status of the measures in terms of Sweden's GATT obligations

The Panel noted that in the opinion of the Government of Sweden the import
charges and the variable import charges did not conflict with the provisions of
the General Agreement; +the mixing regulations were, when applied, in conformity
with Article III, paragraph 6, and the health regulations were in conformity
with Article XX,
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Apart from the import charges and the variable import charges, the status
of which is-discussed in paragraph 17 of the Panel's general report, the
representative of Uruguaey did not wish to question the conformity, with the
provisions of the General Agreement, of the measures maintained by Sweden where
such conformity was claimed by the Government of Sweden. He nevertheless wished
to emphasize the fact that the measures in force in Sweden had the effect of
restricting the access to the Swedish market for a number of Uruguayan products
which tcgether constituted a considerable proportion of Uruguay's total exports.

4, Conclusions

(a) In the light of the information obtained from the consultations with
the two parties concerned, and for reasons set out in paragraphs 16 and 17 of the
Panel's general report, the Panel dces not consider that it would be appropriate
to make any specific, recommendations based on'nullification or impairment in .
terms of Article XXIII:2 in respect of the following measures maintained by Sweden:

(1) import charges;

(ii) variable import charges;
(111) mixing regulations; and
(iv) health regulations.

(b) However the -Panel considers that in respect of the import charges.
variable import charges and mixing regulations mentionea above, having regard
to the nature of the measures and the interest which Uruguay has in the products
in question, there are a pricri grounds for assuming that they could have an
adverse effect on Uruguay's exports. In this connexion the Panel recalled the
provisions of Article XXIT pursuant to which the Governments of Sweden would no
doubt accord sympathetic consideration to any concrete representations which
Uruguay might wish to make concerning these measures, or their administration,
with a view to minimizing any such adverse effects. :

Also, as regards health regulations, the Panel noted the statement of
Uruguay that these regulations, as administered at present, constituted a
considerable, if not insuperable, barrier to the uncooked meat exports of
Uruguay. The Panel suggests to the CONTRACTING PARTIES that it would be
useful if Sweden were to enter intoconsultatioz with Uruguay to examine the
possibility of administering the regulations in such -a way as to permit the-
entry of Uruguayan meat intc Sweden, whilst affording adequate sanitary protection.

(e) As regards the discriminatory imgor't permit requirement the Pa.nel
considers that insofar as it has not been established that this measure is being
applied conS'istently with the provisions of the General Agreement or is permitted
by the terms of the Protocol under which Sweden applies the GATT, it has to
proceed on the assumption that its maintenance can nullify or impair the
benefits aceruing to Uruguay under the Agreement. It concludes, therefore, -
that the CONTRACTING PARTIES should recommend to the Government of Sweden that
it give immediate consideration to the removal of this measure. The procedure
set out in paragraph 20 of the Panel's general report would become ‘applicable
in the event of the Government of Sweden's failing to carry out this recomendation.
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(N) SWITZERLAND

In accordance with its tcrms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of Switzerland, the Pancl discussed with the delegations of Uruguay

and Switzcrland the facts concerning the maintenance of the restrictive measures

included in the Uruguoyan subtmission, the effects of these measures on trade,
ond the relationship between theso measures and the provisions of the General

Agreement.

1. Measures in force

Thoe Panel confirmed that Switzerland mainteined in force the following

measures on items included in the submission by Uruguay:

Brussols
Tariff

Itam No.

02,01

16.02. °

io.o1

11,01
10.03

10,06

15,07
15.07
23,04

53,11

Description of products

Meat of animals of thc bovinc spccies,)
frozen and chilled )
Meat of animals of thc ovine species, )
frozen )
Offals, chilled )

Presocrved meat

Wheat

" Whoat flour

Barley

 Rice (poeled)

Edible oils, crude
Edible oils, refined or purified

0il cako A )
Moal of vegetable oils )

Wool textilés

Measuros in force

Import pemit and
quota

Import permit and
quota :
State trading, import
perm:l.t1 variable
charge and-mixing
regulation

Stete trading

State trading, import
permit quota ani
variable charge

State trading, import
purmitland varlable '
charge

Stato trading and-
veriable charge

State trading a&d
voriable charge

State trading, import

‘permit, quota and

variable chargél
Import permit

The phrase "variable charges" indicates "price supplements" imposed at
In thc case of cecreals, price supplements arc levied on
products dostined for animal feed and on the fodder residuec of cereals
imported for human consumption.

tho frontier.
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2. Short description of measures and thoir
cffcoets on the cxpert trade of Urusuay

(A fuller acéount of the measurcs maintained by Switzcrland on the
9r1cul§ural products listed abovc is centained in COM.II/2(c)/Rev.l and
L/1052

(a) Import permits: Thce Pancl took note of the statement of the repre-
sentative of Switzcrland that the permit required for woollen textiles was of
purcly formael neture and involved no restriction on trade. The requirements
in recspect of the meat items (02,01 and 16.02) werc maintaincd for the aedminis-
tration of the quotas in forec. IYor other import permit requircments see under
"State trading” in paragraph 2(c) beclow, ~

(b) Quotas: The Pancl notcd the contontion of the Urugusyan representative
that the quota system in forco on moat, barleoy and foedstuffs hed the effect of
rcstricting Uruguayan cxports. It also noted the statement of the Swiss
represcntative that imports constituted about 10 per cent of Switzerland's
consumption of meat. Frozen bcef could be imported within the quota on an
import permit valid for six months and held in stock in Switzerland until
releascd by the authorities. Imports of feodstuffs werc virtually free, for
t?c quogas werc broad and wore in goncrzl not fully taken uP. (See also
L/1185 o '

(c) Statc treding: (See also 1/1014/4dd,29)

(i) in respect of wheat flour: in this case thc State-administration
organization made imports directly;

(ii) in respect of barley, oil cakc end oil meal: the State—trading
organizetion issued import permits to importers within the
limit of the cstablished quotas, bought the products at the
frontior and resold them to the importers after collecting the
price supplement (sec footnote under secction 1);

(iii) in the casc of brecad wheat and edible oils: no quotas were
imposed; the State-trading organization simply issued the
permits and bought the products at the frontier and resold
tham to the importers aftoer collecting the price supplament
(sce footnote undcr scction 1).

(d) Varigble chargoes (pricc supplements): Tho reprosentative of
Switzorland statcd that the level of the price supplcments in all cases Was
fixed ot intervals by the Swiss Govermment. The price supplements levied were
those cpplicablc at the time of ontry of the product concerned. The repre-
sontative of Uruguay statcd that in his opinion this device could introduce an
clement of uncertainty into the cxport trade of distant countries.

Tho Pancl noteod thot price supplements on wheat were in forcc solely on
wheat destined for consumption by animals and that wheat for the making of bread,
save for fodder rcsiduc, was cxempt from thc price supplcmont as weoll as from
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restriction. A similer position prevailed in the casec of rice, where only
broken rice for animal feed was subject to thc supplemcnt, " The supplumcnts on
feedstuffs werc lovied in order tc maintain the price cf imported products at
the level of like domestic products. It also notod thc contention of tho
reprcscentative of Switzorlend that therc wes a close relationship between the
volumc of feceding stuffs imported and production cf milk and meat, and that, if
the price of fecdstuffs werc to foll, beef production in Switzerland might
increasc to thc dotriment of imports of that itom.

(c) Mixing regulotion: Thc represontotive of Switzerland cxplained thet
the State purchased all domcstically-grown wheat and assurcd its salc to the
milling industry; imports werc froe from rcstrictions and millers were free to
import any quantity they wished after making their purchascs from the State.

() Gecneral: During the course of the consultotions, the representative
of Switzcrland suggosted to tho represcantative of Uruguay that his Government
might investigate both the considerablec opportunities which, he considered,
cxisted in the Swiss markot for Uruguay and the reasons why Uruguay's share in
Swiss imports hod fallen off in rccent yours.

3. Status of the measures in terms of Switzorland's
GATT cbligations

The Pcnel noted that Switzorland's relations with contracting porties wero
governed by the Declaration on thc Provisional Accession of the Swiss
Confederation to the General Agreamcnt. Under the terms of tho Declaration,
Switzerland is permitted to maintain restrictions pursuant to cortain laws
which are specified in paragraph 1(b) of the Declaration. The Pancl further
noted thot, in the opinion of *~“ Governmont of Switzerland, the measurcs
maintained either did not conflict with the provisions of the GATT or were
provided for undcr the Declarction of Provisional Accession of Switzerland.

Apart from the variabic charges, tho status of which is discusscd in
parcgraph 17 of thoe Panel's general report, the representative of Uruguay did
not wish to question the conformity with thce provisions of the General Agrec-
ment of the moasures maintaincd by Switzorland whero such conformity was
claimed by the Government of Switzeorland. « He ncverthelcss wished to cmphasize
the fact that the measurcs in forcce in Switzerland had the offect of restricting
tho access to tho Swiss market for e number of Uruguayan products which togoethor
constituted = considcrable propartion of Uruguay's total cxports.

4, Conclusions

(a) In the light of the informotion obtaincd from the consultations with
the two portics .conccrned, and for rcasons sct out in paragrapls 16 and 17 of
the Panecl's general report, the Poancl docs not consider that it would be
appropriate to make any specific rccommendations bescd on nullificaticn or
impairmont in terms of Article XXIII:2 in respect of the following moasures
mointained by Switzerland:
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(1) import permit requirements and quotas;
(ii) variable charges (price supplements);
(11i) mixing regulation; and

(iv) State trading.

(b) However the Panel considers that in respect of the measures mentioned
above, having regard to their nature and the interest which Uruguay has in the
products in question, there are a priori grounds for assuming that they could have
an adverse effect on Uruguay's exports. In this connexion the Panel recalled
the provisions of Article XXII pursuant to which the Government of Switzerland
would no doubt accord sympathetic consideration to any concrete representations
\ which Uruguay might wish to make concerning these measures, or their administration,
| with a view to minimizing any such adverse effects.
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(0) UNITED STATES

In accordance with its terms of reference, and on the basis of information
supplied by Uruguay in support of its recourse to paragraph 2 of Article XXIII
in respect of the United States, the Panel discussed with the delegations of
Uruguay and the United States the facts concerning the maintenance of the
restrictive measures included in the Uruguayan submission, the effects of these
measures on trade, and the relationship between these measures and the
provisions of the General Agreement.

1. Measures in force

The Panel confirmed that the United‘States maintained in force the
following measures on items included in the submission by Uruguay:

~Brussels
Tariff

Item No,

02,01

02.06
10.01
11.01

Description of products

Meat of animals of the bovine species,
frozen

Meat of animals of the bovine species,
chilled

Meat of animals of the ovine species,
frozen

0ffals, chilled

Wet salted beef
Wheat
Wheat flour

2, Short description of the measures and their

effects on the exports of Uruguay

Measures in force

N N S S S N N

Health regulations

Health regulations
Quota system
Quota system

(An account of the quota system in force for wheat and wheat flour is
contained in COM.II/2(i)/Rev.l and L/1163).

(a) Health regulations:

(i) General:

The Panel noted the statement by the representative

of Uruguay that the United States' health regulations constituted a
serious problem to Uruguay in the disposal of her meat, since the
United States was both a large and natural outlet for Uruguayan

meat.,

Moreover, the sanitary requirements of the United States had

a direct influence on the sanitary control policies of meighbouring

countries such as Canada and Mexico.

However, and in contrast,

despite the existence of foot-and-mouth disease in the country,
Uruguay continued to be a substantial supplier to other markets.
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(11) Wet salted beef: The representative of Uruguay informed the

Panel that Uruguay had negotiated a binding with the United States on
wet salted beef at Annecy but a number of years had elapsed before the
introduction of the binding. Not long after its introduction the
United States had, in May 1959, extended restrictions for foot-and-mouth
reasons to cover this item. As a result a promising source of export
earnings had been lost to Uruguay. '

The representative of the United States provided the Panel with the
following statisties relating to the importation of wet salted beef into the
United States between the years 1950 and 1960:

UNITED STATES IMPORTS OF WET SAITED BEEF]'

Total and Specified Countries, by Years 1950-1960
(Value . $000)

Year Total Uruguay Argentina Brazil
1950 793 221 512 55
1951 22,725 834 2,284 783
1952 18,925 347 : 3,405 12
1953 . 2,712 480 970 0
1954 4,663 182 856 (0]
1955 896 o} 845 o
1956 - 1,361 o4 o 1,154 36
1957 4,089 65 3,135 72
1958 ' 32,508 ) 11 27,717 597
1959 27,035 1,136 17,543 4,252
1960 8,537 0] 2,138 301

For background information, the representative of the United States also
provided the Panel with figures which showed that imports into the United
States of Uruguayan canned beef had increased from 3.4 million dollars in 1959
to 5.4 million dollars in 1961. In the opinion of the representative of the
United States, these figures showed that Uruguayan beef, previously salted,
was now entering the United States market in a canned form. The representative
of Uruguay, however, pointed out that under the present régime, Uruguayan
beef suitable for processing was completely excluded from the United States
market. The United States representative emphasized that the decision to bring
into force the ambargo on wet salted beef for foot-and-mouth reasons arose from

: lAs included under Statistical No. 0029000, beef, pickled or cured, for

years 1950 to 1956. For years 1957-1960, as included in Statistical

No. 0032900, meats canned, prepared or preserved. In May 1957, a decision of
the US Customs' Court moved wet salted beef from Statistical No. 0029000 to
Statistical No. 0032900.
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laboratory findings which showcd thot woet salted beef could cet os o corrior .of
foot-cnd-mouth virus, Thie reproscatetive of Urugusy, on the othor hand,

strted thet Uruguayan analysts considered thot in practice wot sclted beef eowld
ot act-as « corricr of tho discase.

The United States Govermment providced the Penel with the following state-
ment concerning the efforts which had been made to find a solution to the
problem:

"Since the embargc was imposed in Iay 1959, no effort has been
spared to try to develop alternctive measures which would safeguerd the
United States cattle industry without interference with internatiomnal
trade. Following the visit to the United States of a Special aArgentine
Mission in July 1961, it was cgreed that there would be intensive study
by the United States of its procedures applicable to meat imports and
for exchonge between the United States and the affected South American
countries of information cnd technical advice on animal disease control
neasures, inspection of food products and rclated matters. The United
States also oxpressed a willingness to support Pan American Heglth
Organization programmes for control and cventucl eradicction of foot-and-
mouth disease in South Americe, if Congress would zgree to appropriate
additional funds for this purposo.

"Later, in Decamber 1961, & group of indepcndent scientists was
sent to Argentinc and Uruguay by the President of the United States to
examine into the possibility of processing meat sc as to eliminate the
donger of discase transmission., This group (the Harrier Group) issued
a report suggesting a long-range programme to eradicate the disease and
also a short-range programme for experimentction in search of ways of
processing cured beef and cooked beef to render it safe.

"In March 1962, a meeting of the Neotional Academy of Seience was
then held to discuss how bcst to proceed, with a view to designing, if
possible, an AID contract for scientific studies of means of controlling
the disease and of overcoming danger of its spread through trace in
processed meats., A comprehensive programme was drawn up comprising
several phases:

(1) a short-term expceriment to study under controlled conditions

the persistence of live virus in cured meat, and

(2) a long-term recsearch progremme designed to find (1) new food
technology techniques which would eliminate the virus during
the curing process, and (2) means of eradicating the disease
generally.

"It was contemplated that this programme, if adopted, would cost
somo $20 million to launch cnd would cost about $12 million a year there-
after, a part of which cost would be borne by AID, It is not
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yet known whether the programine devised will be acceptable to
Argentina, whose representation of the Conference consisted
largely of non-government experts, or whether means will be found
to finance it. But any new facts or techniques developed by the
progrerme, if carried out, would presumably be of value to Uruguay
as well,

"Adoption of the programme could not, of course, guarantee a
lifting of the embargo, even in the longer run, but it is certain
thet until the problem: is-solved, there is no hope for a resumption
of the trade, Until the disease is eradicated or acceptable processing
methods cre found, the embargo must continue zs a measure neceasary
to protect animal health in the United States."

The Uruguayan qepresentative informed the Panel that he would report
the contents of the United States statement to his Government since he.
interpreted it as meaning that the United States was now taking concrete
steps to overcome the problem.

(b) Quotas:

The representative of the United States explained that the quotas for
wheat and wheat flour had bcen esteblished in 1941 on the basis of the
average annual imports into the United States of wheat end wheat products
in the period 1929-1933. Uruguay had been allocated an annual quota of
1,000 1bs, for wheat products but had not received a quota for wheat.

3. Status of the messures in terms of the United States GATT obligations

The Panel noted that in the view of the United States Government the
health regul=ations in force were consistent with Article XX of the General
Agreement and the quotas for wheat and wheat flour were generally applied
consistently with paragraph 2(c) of Article XI, but, to the extent that such
consistency was lacking, the measures were maintained in terms of the Protocol
of Provisional Application under which the United States applied the GATT.

The representative of Uruguay did not wish to question the conformity
with the provisions of the General Agreement of the mezsures maintained by
the United States, He nevertheless wished to emphasize the fact that the
measures in force in the United States had the effect of restricting the
access to the United States market for a number of Uruguayan products which
together constituted about 20 per cent of Uruguay's total exports.

L. Conclusions
(a) In the light of the information obtained from the consultations

with the two parties concerned, and for reasons set out in paragraph 16 of
the Panel!s general report, the Panel does not consider that it would be
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appropriate to make any specific recommendations based on nullification or
impairment in terms of Article XXIII:2 in respect of the measures maintained
by the United States, namely:

(1) quotas; and
(i1) health regulations.

(b) However the Panel considers that in respect of the quotas mentioned
above, having regard to the nature of the measures and the interest which
Uruguay has in the products in question, there are a priori grounds for assuming
that they could have an adverse effect on Uruguay's exports. In this connexion
the Panel recalled the provisions of Article XXII pursuant to which the ‘
Government of the United States would no doubt accord sympathetic consideration
to any concrete representations which Uruguay might wish to make concerning
these measures, or their administration, with a view to minimizing any such
adverse effects.

Also, as regards health regulations, the Panel noted the statement of
Uruguay that these regulations, as administered at present, constituted a
considerable, -if not insuperable, barrier to the uncooked meat exports of
Uruguay. The Panel suggests to the CONTRACTING PARTIES that it would be
useful if the United States were to enter into consultation with Uruguay to
examine the possibility of administering the regulations in such a way as to
permit the entry of Uruguayan meat into the United States, whilst affording
adequate sanitary protection to domestic livestock. It i1s noted that the
health regulations maintained by the United States are similar to those of
Canada and for this reason it is felt that a joint consultation embracing both
Canada and the United States might be appropriate.




