
GENERAL AGREEMENT ON TARIFFS AND TRADE RESTRICTED 

27 September 1962 

Panel on Uruguayan Recourse to Article XXIII 

NOTE ON THE DISCUSSIONS OF THE PANEL WITH CANADA 

1. On 18 July the Panel held discussions with Canada, represented by 
Mr. Campbell Smith. The Panel had before it document Spec(62)157 containing 
information supplied by Uruguay on its earlier representations to and consulta
tions with Canada and information supplied by Canada as contained in Spec(62)l90. 
Mr. van Wijk took the Chair and the discussions followed the procedure laid 
down in Spec(62)187. 

I. Establishment of Facts 

2. The Canadian representative confirmed that the list of measures maintained 
by Canada appearing in L/1662 was correct and may be transcribed as follows: 

Tariff 
item No. 

02.01 

10.01 

11.01 

10.03 

10.06 

I5.O7 

15.08 

15.07 

15.07 

41.02 

41.03 

41.06 

Description of products 

Meat of animals of the bovine species, 
frozen and chilled 

Meat of animals of the ovine species, 
frozen 

Offals, chilled 

Wheat 

Wheat flour 

Barley 

Rice, peeled 

Linseed oil, crude 

Linseed oil, boiled 

Edible oils, crude 

Edible oils, refined 

Cow-hide 

Sheepskin leather, tanned 

Chamois-dressed leather 

Measures in force 

Health restrictions 

Health restrictions 
Health restrictions 

Import permit and 
tariff preference 

Import permit and 
tariff preference 

Import permit and 
tariff preference 

Tariff preference 

Tariff preference 

Tariff preference 

Production or turnover 
taxes and tariff 
preference 

Production or turnover 
taxes and tariff 
preference 

Tariff preference 

Tariff preference 

Tariff preference 
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Tariff 
item No Description of -products Measures- in force -

41.07 Parchment-dressed leather Tariff preference 

41.08 Patent leather Tariff preference 

53.05 .Combed wool (tops) Tariff preference 

53-07 Yarn of combed wool Tariff preference 

53.11 Wool textiles Tariff preference 

3. The Canadian representative was not able to indicate whether any of the 
measures at present in force would be removed in the near future. 

4. The Canadian representative maintained that the measures in force, as" 
listed above, were in accordance with the provisions of the General Agreement or 
were permitted under the terms under which Canada acceded to the GATT. The 
health requirements were applied under the provisions of Article XX; import 
licensing on the grain items was permitted by the terms of the Protocol of 
Provisional Application; the production or turnover taxes were consistent 
with Article III as they did not discriminate against imports; the tariff 
preferences were permitted under Article 1:2 (see Spec(62)190). The delegate 
of Uruguay did not wish to question at that stage the conformity of these 
measures with the provisions of the General Agreement. 

II. Nullification and Impairment 

5. The Uruguayan representative was not yet in a position to produce 
statistical information of the type suggested in 11(b) of Spec(62)187. The 
following points: were, however, made by the representatives of Uruguay and 
Canada concerning the effects on Uruguayan exports of the measures listed. 

(a) Production and turnover taxes 

Concerning the internal tax on edible oils, the Canadian representative 
referred to the detailed note reproduced in Annex III to Spèc(62)157, and in 
particular to paragraphs (c) and (e). This showed that oils destined for 
consumption were mostly exempted from the sales tax which, where leviable, was 
moderatf (11 per cent). It applies equally to domestic production and imports. In 
the view of the Canadian representative, this tax involved no contravention of the 
provisions of Article III. 

The representative of Uruguay noted that, where domestic production was 
non-existent or negligible, a tax even applied equally on imports and local 
production, would in fact amount to an import levy and requested information 
on the relative importance of imports and local production of edible oils in 
Canada. TJie Canadian representative agreed to supply such figures but stressed 
that the proportion of trade affected by the tax was in any case negligable. 
(The text of the letter from the representative of Canada dealing with 
this point is reproduced in the Annex to this Note.) 
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(b) Veterinary restrictions 

The Uruguayan representative, while recognizing the need for Canada to 
maintain sanitary regulations on meat in present circumstances, emphasized that 
the effects of such restrictions was e matter of prime concerr to Uruguay. 
Certain 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 import Uruguayan meat despite the fact that foot and mouth 
disease exists in Uruguay. 

The Canadian representative drew attention to Annex IV of Spec(62)157 
and emphasized that Canadian health restrictions were applied purely for health 
reasons pursuant to Article XX of GATT. 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 beef export 
market. The meeting then discussed the possibility and likelihood of the 
removal of such regulations. It was noted that imports could be admitted if 
Uruguay could certify that no cases of the foot and mouth disease had been 
reported in the country over a period of twelve months. The Uruguayan 
representative noted that in certain countries such certification was required 
for shorter periods and covering individual regions of the country rather than 
the whole country. 

(c) Preferences 

The Uruguayan representative expressed hope that it would be possible for 
Canada to remove or reduce preferences which were a considerable barrier to the 
trade of countries such as his, although it hud to be admitted that at the time 
of Uruguay's accession to the GATT the Uruguayan Government could not have 
expected the removal or even the reduction of such preferences. 

The Canadian representative pointed out 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 cf duty. It was by no means clear 
that preferences 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, 
including Uruguay. 
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ANNEX 

22 August 1962. 

In the course of the discussion cf Canadian turnover taxe3, the Uruguayan 
delegation requested information On the relative importance of imports and 
local production of edible oils in Canada, with a view to establishing whether 
or not internal taxes amounted to an import levy. 

Complete statistics on domestic production and imports of edible oils are 
not immediately available but total production is probably less than one half 
of Canada's total consumption. The main edible cils produced in Canada are 
rapeseed and sunflower, although marine oil production is substantial. 

However, as was pointed out by the Canadian representative during the 
examination, the incidence of the Canadian internal tax (sales tax) is almost 
entirely confined to edible oils used in the manufacture of margarine. 
Virtually all foods containing edible vegetable oils are exempt from the sales 
tax, the only major exception being margarine. 

Butter, which is the main competitor cf margarine, is exempt from sales 
tax. However, the influence of the tax on sales of margarine is probably 
insignificant as the retail price of butter is currently over 50 per cent 
higher than margarine. Annual per capita consumption of butter is 16.9 lbs. 
as against 9w> lbs. for margarine. In I96I butter production was 156,000 long 
tons and margarine1 production about 74,000 long tons. The latter consisted of 
75 per cent imported vegetable oils and 25 per cent domestic or imported animal 
and marine- oils. 

In the view of the Canadian delegation the foregoing confirms the opinion 
given that the proportion of Canadian consumption of vegetable oils affected 
by internal taxes is negligible and that the latter do not constitute an 
import levy on imported oils. * 

In the light of this information it would be appreciated if I could be 
advised whether the Uruguayan delegation is still desirous of being provided 
with statistics on Canadian imports and local production of edible oils. 


