GENERAL AGREEMENT ON R—E—S—T%ﬁ—“)’—‘j'-;-
TARIFFS AND TRADE 16 Octaber 1975

CONSULTATION WITH POLAND

Eighth Review under the Protocol of Accession

Draft Report by the Working Party on Trade with Poland

1. The Council, at its meeting on 2 June 1975, (C/M/106) established a Working

Party to conduct, on behalf of the CONTRACTING PARTIES, the eighth annual consultation
with the Government of Poland provided for in the Protocol of Accession, to

re-examine the question of the establishment of a date for the termination of the
transitional period referred to in paragraph 3(a) of the Protocol, and to report

to tﬁe Council.

2. The Working Party met on 9 and October 1574 under the ehairmanship of
Ambessador I.S. Chadha (India).

3. The Working Party had before it the following documents containing information

relevant to its work:

L/4216 and Notifications by contracting parties on discriminatory
Addenda restrictions ma‘ntained on imports from Poland.
L/4218 Data on Poland's trade with GATT countries in 1972-1974

and imports from GATT countries for the first half of 1975.
L. The following report sets down the mein points of discussion in the Working
Party under three headings:
A. General
B. Annual review of Poland's trade with contracting parties.

C. Establishment of a date for the termination of the transitional period
referred to in paragraph 3(a) of the Protocol of Accession.
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A.  GENERAL
5. In an introductory statement, the representative of Poland said that the
annual consultations showed the magnitude and variety of his country's trade
relations with other coniracting.parties, as. well as their dynamic nature.
His Governmen? hoped that the consultations would contribute to the further
improvement and expansion of that mutual trade. Poland had more than fulfilled
its import-coﬁmitment under the Protocol of Accession; and there was a -:-
generally upward trend in trade with contracting parties. On the other hand
his authorities could not conceal théif disappoihtment with the prolonged |
duration of the transitional pcrlod which 1mpa1rcd Poland's rlghts under the
General Agreement and dlstorted to its dlsadvantage, the net cffect of 1ts |
participation in GATT. His Govermment considered the resolution of this out-
standing"pféblém as a mattéf of utmost iﬁport;£co for enhancing the réle that
GATT might play in the promotion of trade between countrles hav1ng different
economic and social systems bearlng partlcularly in mind the results of the
European Conference on Security and Cooperatlon.

B. ANNUAL REVIEW oF POLAND'S TRAD& WITH COMIEACTING PARTILS

I. POllSh ezports to_the territories of. contractlnguggrtles e s

A Py

T(a)> The"ggneral trend and gq_g;qu;cal dlstrlbutlon of Pol;§h_exports to the
tnrrltorles of contracting partics :

6. Referring to document L/4218 the representative of Poland stated that
Polish exports to GATT countries had increased from 1973 to 1974 by 40.1 per cent.
In absolute terms, exports to GATT countries had increased from $3.2 billionh to
$.. 5 billion. Exports to all coyntries had.increased from 1973 to 1974 by :

39.9 per ccnt, from $6.4 bllllon to $8.7 billlon
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7. In reply to a question put by one member of the Working Party, the
representative of Poland cohfirmed that the percentage increases mentioned above

were based on current prices.

(b) Development of Polish exports of different categoriecs of goods, ec.g.
agricultural goods, raw materials, scmi-manufactured goods, machinery and
consumer goods

8. The Working Party noted the following figures for total exports of the

four main commodity groups:

1973 1974
to GATT to all to GATT to all
countries countries countries countries
% 4 % %
"Machinery and equipment 26.2 38.8 23.2 36.9
Raw materihls and semi-
manufactures 40.0 30.7 o [ 36.1
Food products 22.8 14.2 15.4 11.7
Consumer goods 11.0 16.3 10.3 15.3

9. One memﬁér of the Working Party noted that Polish exports had evolved
favourably. He found, however, the statistics suppliea by Poland insufficient,

in that it was difficult to sce how the Polish exports were composed. He asked

the Polish represcentative if it would be possible in the future to gect better
statistics, broken down by country and products. This request was supported by
another mcmber of the Working Party.

10. The represcntative of Poland found, for his part, that the statistics supplied
were sufficient for the Working Party to judge wbether Poland had fulfilled its
commitments laid down in Schedulc LXV. He mentioned, however, fhat the main
statistical office of Poland published an annual of Poland's Forcign Trade,

comprising some 350 pagcs, wherc the requested information could be found. A
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less voluminous statistical yearbook was also issued in several languageS, where
sufficient data on Poland's foreign trade were included. He stressed that the
statistics on foreign trade were continuously being improved. For the moment,
the Polish authorities made efforts to introduce the BTN nomenclature in the
statistics.

(¢) Action taken by contracting parties under paragraph 3 of the Protocol to
remove remaining quantitative restrictions on imports from Poland )

11. The Working Party noted that the following contracting parties had notified
that they did not maintain any discriminatory quantitative restrictions of the

kind referred to in paragraph 3 of the Protocol:

Argentina Hungary New Zealand

Austria Iceland Romania

Brazil India South Africa

Canada Japan Spain

Cuba Korea Switzerland

Czechoslovakia Malta United States
. Yugoslavia

12. The Working Party took note of the notifications on quantitative
restrictions submitted by:

European Communities Norway
Finland Sweden

13. The representative of Poland expressed his disappointment that several
cdntracting parties still maintained discriminatory quantitative restrictions on
imports from Poland. Noting that ohly one of these, Sweden, had made a

considerablec effort since the last review, he reiterated his request for a total

elimination'of these restrictions as soon as possible in order to reach a termina-

tion of the transitional period. He welcomed the Austrian removal of all
discriminatory quantitative restrictions, which in his view, served as evidence

that such a liberalization was possible. He furthermore stressed that sufficient

/

<3

)
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remedies for market disruption were provided in the General Agreement as well as

in the Protocol. He pointed out that the Protocol should be interpreted

according to the intentions lying behind its provisions. In his view, all
contracting parties, including the European Communities and their member States,
had committed themselves to eliminate all discriminatory quantitative restrictions.
He called attention to the fact that neither the European Communities nor the
member States had fulfilled their obligations under paragraph 3(a) of the Protocol.
Moreover, the European Communities had introduced two new items on its 1list of
restrictions, which was totally contrary to paragraph 3(a) of the Protocol.

14. The representative of Sweden stated that the trade betwecn Poland and Sweden
had tripled in value from 1971 to 1974, and that this trend continued. A partly
new régime had been introduced with regard to certain goods, imported from Poland.
As a result, the majority of products would be allowed to enter the Swedish market
without restrictions. In the future only a few products, mainly certain textiles,
shoes and chinaware, would be restricted for certain important and exceptional
reasons, In consequence, the Swedish Government had fulfilled its obligations
under the Protocol.

15. The representative of Switzerland expressed his satisfaction concerning the
favourable development of trade between his country and Poland. Referring to
document L/4216/Add.2, he cxplained that imports of industrial products from Poland
were not submitted to any quantitative restrictions and that the imports of
agricultural products were submitted to the same régime as imports from other
countries. He added that thc special regulations on eggs in shell had been

suspended as from 1 January 1975.
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16. The representative of Austria confirmed that his Government had eliminated all
discriminatory qﬁantitative restrictisons as from 1 January 1975. He also
expressed his sétisfaction concerning the development of trade between Poland and
Austria, which had doubled from 1972 to 1974.

17. The representative of Norway stated that there had been no major change in

the Norwegian restrictions on imports from Poland in the period 30 June 1967-

1 January 1975. He felt it important to note, however, that Norway's restrictions
vis-&-vis Poland concerned only 12 items, all of hard core nature. He added that )
during the period concerned, quotas had been increased and one restriction
abolished. He concluded that Norway therefore had fulfilled its obligations
under the Protocol.

lé. The fepresentative of the European Communities admitted with regret that no
great progress had been made since the last review to eliminate discriminatory
quantitative restrictions on imports from Poland. Referring to document L/4216,
herstated.that 9 full and 29 partial tariff headings had been eliminated from the
restrictive 133t since the last review. There remained 115 full and 94 partial
tariff headings affected by.discfiminatory quantitative restrictions. Some r
additional liberalization measures had, however, taken place on 1 October 1975,
whén procéésed fruits and vegetables had been liberalized. He also said that -
the restrictions.still being applied were necessary during the present economic
situétion in the European Communities. The European Communities had furthermore
offered toICOnclude a tradeﬁagreement with Poland, under which ways and means for a
fasﬁer liberélization could"be found. No answer had, however, yet been received
from Poland. A third rcason for maintaining the quantitative restrictions in
question was the concern of the industries in the Communities as regards

subsidized Polish exports on the Communities! markets. In conclusion,
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the representative of the Europcan Communities stated that not only
had the reneining restricticns progr~-~eively bren eliminated, but the quotes had
also successively been increased. He felt therefore that the Communities, from the
legal point of view, had fulfilled the obligations under the Protocol. He also
underlined that the competence within the European Communities as regards the
external trade policy had changed since the Protocol came into force. Today this
conpetence was totally transferred from the member States to the bodies of the
Cormunities. 4is far as the new items on the list of restrictions were concerned
he stated that licences were granted freely for one item and that the other item
had been liberalized for a certain number of countries, Poland probably included.
19. Severzl delegations expressed regret that some contracting parties still
naintained quantitative restrictions on inports from Poland not consistent with
Irticle XIII. They considered that neither economic reasons, nor offers to con-
clude special trade agreeuments, nor threat cf market disruption justified such
restrictive measures. They agreed with the Polish representative that adequzate
renedies of iiarket disruption or thr at thereof were provided under Lrticles VI
and XIX of the General /greenent, as well as under paragraph 4 of the Protocol.
(d) Other guestions relating to the exports of Poland to the territories of

contracting parties in the period under review, including any problens

arising of the sort provided for b or any action taken under aragraph
of the Protocol

20. L member of the Working Party said that his authorities were concerned about
direct and indirect aids tc Polish exports. With regard to direct forms of aid to
exports, he cited "export price supplements" and "grants" to undertakings producing
exportable articles. These "grants" came into operation when a sector was

unecononic., L systen of "conversion coefficients" was used to keep certain export
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prices below production costs. With regard to indirect aid to exports, he spoke
of "compensauwory price supplements" rfor imports and the practice of fixing
domestic prices on certein cormodities such as ferrous and non-ferrous metals,
wool, cereals and jute. In such cases, the practice in Poland was to refund the
difference between the transacted price and the domestic price. He said that the
two forms of direct aid, amounting to 31,500 nillion zlotys, represented 4.6 per
cent of a1l expenditure under the Polish State budget in 1975, in accordance with
the 1975Budget Lct of 17 December 1974. The sun total of direct and indirect
forns of 2id to exports amounted to 6 per cent of all the State budget expenditure
in 1975, and the share represented by export end import subsidies in total
expenditure under Poland's 1975 budget, net of any budgetary charges on importers,
was 85,900 nillion zlotys, cr 12.6 ver cent of the total budget expenditure. He
also said ﬁhat the share represented by subsidies to foreign trade and to produc-
tion for the "domestic market, not including subsidies for internel trade, was

19 per cent of the budget in 1975.

21. The representative of Pocland, in response, noted that the Working Party was

" not exanining his country'!s accession to GLTT, nor was it dealing with possible

" modifications o the Protocol o Azcorzicn,  Un exemination of the Polish economic
system wasAtherefore not warranted, either by the Protocol itself or by the pro-
cedure outlined in [mnex L. His authorities were displeasediw1th a tendency to
have such questions raised again in the annual examinations under the claim that
there was:a link between the issues raised and the discrininatory quantitative
~restrictions maintained by certain contracting parties. His Government did not

agree that such a link existed, but would, of course, be ready at any time to
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consult with any contracting party on any question notified to it under the
appropriate GLIT procedures. 4is for references made to the Polish budget, the
represéntative of Poland said that in his country's econoriy there were no instru-
nents which could cause consequences equal to those resulting from subsidies in a
free-market economy. The budgetary itens referred to imports and were aimed at
preventing the inward trensfer of inflation to the Polish economy, where it was
the policy to keep prices on conswier goods low and steble.
22. The uenber of the Working Party who had raised the issue expressed the view
that paragraph 1(d) of lnnex . of the Protocol of Lccession provided ample .
opportunity for contracting perties to explain the reasons for naintaining
‘meésures affecting imports from Pcland. Moreover, it could not be argued that once
a country had acceded to GLTT it was free to employ whatever measures it chose,
23. The representative of Poland replied that there had been no change in his
country's econonic systen since the signature of the Protocol in 1967. Ls for
questions relating to cther contracting parties! economic systems generally, his
authorities would likewisc be interested in"learning about natters such as thg
activities of large enterprises in the market economies and in restrictive busi-
ness practices. He noted that these and other problens were in fact being dis-
cussed elsecwhere, but that the Working Party had a definite aandate.
2L, ‘A uenber of the Working Perty reiterated the view that adequate renedies for
concrete cases of subsidization or market disruption were provided under
Lrticles VI and XIX as well, in case of Poland, under paragraph 4 of the Prqtocol

of Lccession. With respect to Polish exports, no case of narket disruption or
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exports with effects of subsidization had been notified, nor hed any concrete
proof been offered with regerd to pcecible direct or indirect subsidy effects of
Polish exports. In his view, there were, accordingly, nc grounds for discussing
internal financial neasures cf Poland in the Working Party.

25. Inother nember of the Working Perty agreed that it should not examine the
general economic systen in Poland. His delegation had noted with satisfaction
that, when asked about the Polish budget the representative of Poland had
reassured the Working Party thet the itens in question related only to Pol?sh
inports of consuner goods.

26. The menber of the Working Party who had raised the issue said that there had
been no adequate reply given to his gquestion on direct or indirect export sub-
sidies in Poland, nor had any explanation been made as to the influence of the
budget on Polish exports prices.

II. Polish iﬁports from the territories of contracting parties

(2) The general trend and geographicel distribution of Polish imports from the
territories of other contractinz parties

27. Referring to docuuent T//4218 th- representative of Poland stated that the
increase in Poland's inports fron GLTT countries from 1973 to 1974 had been

41.8 per cent, thus considerably exceeding Poland's cormitment. In the first
half of 1975 the imports from GLTT countries had increased by 23.2 per cent in
comparison to the same period the previous year. Total imports had increaséd by
34.2 per gent to $10.8 billion fron 1973 to 1974. TFor GLIT countries the latter
figure was %6.9 billion., The imports fron GiTT countries as a percentage of
total inmports had reached 64 per cent in 197/ as compared with 61.6 per cent in

1973.
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28. One nember of the Working Party expressed the opinion that the inport commit-
nent in the Polish Schedule LXV should be measured in real terns., He therefore
asked what the increase of Polish inports from contracting parties amounted to in
fixed prices. The representative of Poland stated that the discussion in the
course of previous consultations hed shown that there was general agreement that
the import commitment was to be neasured in current prices. The Working Party
noted with satisfaction that Poland had fulfilled its inport commitment under the
Protocol.

(b) Developnent of Polish imports of various categories of goods

29. The Working Party noted the following figures for total imports of the four

‘nain comodity groups:

1973 1974
fren GATT from all fron GATT fronm all
countries countries: countries countries
% % % %
Machinery and equipnent 39.3 41.1 36.4 38.5
Raw naterials and seni-finished
products Ll 5 Lh .2 49.2 47.0
Food products 9.7 8.4 9.3 8.8
Consuner goods 6.5 6.3 5.1 5.7

(¢c) Develcpnent of Pclish iuports fron the territories of contracting parties in
relation to the development of the Polish narket -

30. No point was raised under this iten of the agenda.

(d) Provision nede by Poland pursucnt to paragraph 1 of the Schedule of
Concessions of Poland to ensure an annual increase in the total value of
its imports froa the territories of contracting parties

31. No point was raised under this item of the agenda.
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(e) Other guestions relsting to imports of Poland from territcries of
contracting parties

32. One wember of the Working Party reiterated his ccncern about the Polish sub-
sidies, nentioned under section I(d) above. The representative of Poland referred

to the responses he had nade in that context.

III. Polish balance of paynents with contracting parties

33. The Working Party heard additional clarifications and explanation by the
Polish delegation regarding the data submitted to the Working Party on Poland's
belance of payments with contracting parties, and noted that Pcland's trgde
deficit with contracting partics had continued to increasc in comparison with
the preceding years. Loans and credits granted to Poland had also continued to

incroasec.

C.  ESTLiBLISHMENT OF . DLTT FOR THE TERMINLTION OF THE TRANSITIONLL PERIOD
REFFRRED TO IN PiRLGRLPH 3(a) OF THE PROTOCOL OF LCCESSION

34. The representative of Poland recalled the arguments which his delegation had
nade in the past concerning the nced to set promptly a date for terminating the
transitional period, and reminded thc Vorking Party that at the previous consulta-
tion Poland had repeated its proposal that the transitional period expire at the
end of 1974. He urged action on this issue and requested its final settlement.
"35. 4 member of the Working Party said that two reasons prevented his authorities
from taking steps towards setting a termination date, viz the current economic
conditions‘to which reference had been nade earlier, and the absence of an adequate
reply to his questions concerning Polish subsidies and their éffect on the forma-
tion of prices. His authorities were, on the other hand, willing to co-operate to

the utmost. In this spirit they would be interested in the possibility of raising
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import quotas on a nunber of Polish export items and of entering into a bilateral
arrangenent that could provide the fremework for further liberelization, which
would, in any case, call for self control and discipline as to the setting of
prices. He recalled that his delegation had in the past proposed a compronise
solution that had not been ndopted by the Working Party.

36, The Chairman stated that in the absence of progress in the setting of a
terminal date, the Working Party would have to continue its efforts at its next

review.



