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CANBERRA, F.CT.
26th February 1936.
My dear Consul-General,

I regret the delay which has taken place, but only
today have I been able to bring the very important
matter which we discussed in Sydney last week before
the Cabinet. ‘

Unhappily I am even now not able to give you an
immediate decision. The position is that as a result of
the discussion, further investigations are to be made,
and I fear it will not be until Monday in Melbourne that
a conclusion will be reached. I shall then immediately
advise you.

I accepted the delay because the alternative would
have been a decision to proceed immediately down the
lines I indicated to you last week.

With my kindest regard,

Yours sincerely,
(Signed) H. S. GULLETT.
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Mr. K. Murai,
Consul-General for Japan,
77 York Street,
SYDNEY, N.S. W.

(Bs11)
TRADE TREATIES,
Commonwealth Offices,
MELBOURNE,
2nd March 1936.
My dear Consul-General,

Tt is with much Hmmﬁﬁ that I have to inform you that
the decision has been taken by the Commonwealth
Government, after the fullest consideration of the posi-
tion, and of your own representations to me in Sydney at
our last meeting, to change the present method of fixing
duties with respect to imports of certain textiles. These
will at a very early date be fixed upon a specific, and not

upon, as at present, an ad valorem basis.

Yours faithfully,
(Signed) H. S. GULLETT.
Minister directing Trade Treaty
Negotiations.
Mr. K. Murai,
Consul-General for Japan,
77 York Street,
SYDNEY. N.S. W.

PRIME MINISTER’S DEPARTMENT,
TRADE TREATIES,
CANBERRA. F.CT.
9th March, 1936.
My dear Consul-General,

In accordance with my promise I submitted to my
colleagues in Omgsﬂ the matter of cotton piece goods
and artificial silk piece goods, and am now in a position

to inform you that it is the desire of the Australian

It is unfortunate that we should have been
compelled to this decision in the midst of the Trade
Treaty negotiations between your Government and the
Government of the commonwealth, but the very drastic
reductions in Japanese price levels have left us no
alternative.

I anticipate that the new duties will be introduced to
Parliament, and will become effective soon after the
Ho.mmm.mau:\ of Parliament next week.

Notwithstanding the above, however, I am still in a
position to negotiate with you towards a settlement by
friendly arrangement. Hw it were possible for you to give
an undertaking that your export to Australia of these
textiles would not exceed a quantity to be agreed upon,
the Commonwealth Government would be prepared to
leave the duty upon Cotton Piece Goods unchanged, and
while nwmbmmsm duties upon Artificial Silk Goods from
ad valorem to a specific basis would mm,oc_“ a low rate. I

welcome a settlement on these lines.

Government that imports from Japan should be limited
to 50,000,000 square yards of cotton, and 25,000,000
square yards of artificial silk piece goods annually.

If the Japanese Government is willing to enter into
an arrangement whereby exports would be kept within
the specified quantities, the Australian Government will
not propose an alteration in the existing duties on
cottons for the purpose of restricting importation from
Japan. The position of artificial silks is somewhat
different, and revenue considerations necessitate that
fixed rates should be substituted for the present ad
valorem’ duties. The fixed rates which would be neces-
sary for this Uﬁw@@mm have yet to be calculated and
determined. However, in making this change the Aus-
tralian Government does not propose to raise Em. rates
to such a level as to restrict importation of artificial silk
piece goods from Japan below the agreed upon limits.

Yours faithfully,
(Signed) H. S. GULLETT.
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"Minister in Charge of Trade Treaty
Negotiations.
Mr. K. Murai,
Consul-General for Japan,
77 York Street,
SYDNEY.

March 11th, 1936.
Dear Sir Henry,

I desire to acknowledge 9@ receipt, with thanks, of
your EQQ of March 9th, with reference to the importa-
tion from Japan of Cotton and Artificial Silk Piece
Goods.

The contents of your letter were duly communi-
cated to the Japanese Government by cable.

Yours faithfully,
(Signed) K. Murai.

Consul-General.

the exports of cotton and artificial silk piece goods to
Australia and that it was then agreed that the decision
of your Government would be conveyed within one
month as from 5th March. At the same time you under-
took to arrange that during the interim shipments from

Japan of the textiles in question would not exceed

shipments during the month preceding our conversa--

tions.

1 hope that you will do what you can to hasten the
reply of your Government. In the meantime I shall be
pleased if you will favour me with your ooami:mmo: of
the foregoing arrangements.

Yours faithfully,
(Signed) H. S. GULLETT
Minister in charge of
Trade Treaty Negotiations.
Mr. K. Murai,
Consul-General for Japan,
- 77 York Street,

The Hon. Sir Henry Gullett, K.CM.G.,

Minister in charge of Trade Treaty Negotiations,

CANBERRA, F.CT.

TRADE TREATIES,
CANBERRA, F.CT.
March 1936.
My dear Consul-General,

I émwr to acknowledge receipt of your letter of 11th
March referring to mine of 9th March, relative to cotton
and artificial silk piece goods. I note that you have
communicated its contents to your Government.

You will recall that during our discussions in
Melbourne at the beginning of this month I mentioned to
you the great importance which the Commonwealth
Government attaches to an early decision on the part of
your Government as to whether they would be prepared

to enter into a friendly arrangement for the limitation of

SYDNEY. N.S.W.

(8B%K)
March 17th, 1936.
My dear Minister,

I wish to mowzoimmmm the receipt of your further
letter relative to our discussions in Melbourne on March
5th concerning Cotton and Artificial Silk Piece Goods.

The substance of the understanding arrived at dur-
ing our discussions is as follows:

Your Government will not take any measures to
raise the tariff rates to be imposed on the goods under
consideration for one month from the abovementioned
date, in order to allow time for my Government to
decide whether they will enter into a friendly arrange-
ment for the limitation of exports of Cotton and Artifi-
cial Silk Piece Goods to Australia, provided that, during
the interim, my Government take the necessary steps to

see that shipments from Japan of the textiles in question
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do not exceed, monthly, the average amount exported to
Australia during the few months preceding our conver-
sation.

It is, however, understood that the interim measure
to be taken by my Q%QEB@% is a step to prevent an
increase of exports in anticipation of a rise in tariff
rates, or the adoption of a quota system, and that special
consideration will be accorded to goods shipped in
compliance with contracts entered into prior to the date
of our discussions.

I lost no time in advising my Government of the
substance of our discussions as mentioned above, and on
receipt of your letter under acknowledgment I again
reminded my Government of the necessity of taking
steps to prevent speculative exportation in anticipation

of a rise in tariff rates or the adoption of a quota system,

and I expect a reply to my communication in a few days.

I am sure, however, you will appreciate the difficulties

on the part of my Government of taking such steps at
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such short notice, as, in view of the trade relations, as
well as the good friendship, which have so happily
existed between our two countries, it was never
anticipated that they would receive such a proposal as
that submitted by you.
I will advise you immediately I receive a reply from
my Government.
Yours faithfully,
(Signed) K. Murai.

Consul-General..

The Hon. Sir Henry Gullett, K.C.M.G.,
Minister in Charge of Trade Treaty Negotiations,
CANBERRA, F.C.T.
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June 2nd, 1936.
Sir,
I have the honour, under instructions from my
Government, to convey to you the following :

1. Since the inauguration of the negotiations for
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concluding a Treaty of Commerce and Navigation
. between Japan and Australia, the Japanese Govern-
ment have endeavoured to come to a satisfactory
agreement, showing a conciliatory attitude at all
times. However, in February of this year the Gov-
ernment of the Commonwealth of Australia made,
quite unexpectedly, a proposal to the Japanese
Government for the limitation of imports of
Japanese cotton and artificial silk piece goods,
which are the most important items of Japan's
exports to Australia. The Japanese Government,
nevertheless, gave every consideration to this pro-
posal, and it is to their great regret that, in spite of
this attitude of co-operation on their part, the
Government of the Commonwealth of Australia
adopted such a measure as will seriously affect
Japan’s trade.
2. The new tariff rates on cotton and artificial silk

piece goods are, in the view of the Japanese Govern-
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ment, unreasonably high, and make the export of
the Japanese goods in question very &mmo:F the
effects of which will be most severe.

3. It was stated by you in Parliament that the
duties will in no way be discriminatory and will
apply equally to all foreign countries, and that
most-favoured-nation principles will be observed in
their application. However, so far as cotton and
rayon piece goods are concerned, it is obvious that
the tariff was raised principally for the purpose of
curtailing the imports of Japanese goods, in the
light of your statements as well as of the negotia-
tions which were held prior to the adoption of this
measure.

4. Under the prevailing conditions that many coun-
tries which have an unfavourable balance in their
trade relations with Japan are limiting imports of
Japanese goods, Japan, it may be said, has sufficient

mnos,sam to take steps to limit imports of Australian

to adopt, in respect of Australian produce to be
imported into Japan, proper measures for the pur-

pose of protecting Japan’s trade.
6. The Japanese Government are, however, pre-
pared to refrain from adopting, or to withdraw or
alleviate, the measures under consideration at any
time when their wm@:mmmm are satisfied by the Com-
monwealth Government, inasmuch as the said mea-
sures are nothing but steps necessitated by the
actions of the Commonwealth Government against

Japanese goods.
I have the honour to be,
Sir,

Your obedient servant,
(Signed) K. MURAL

Consul-General.

The Hon. Sir Henry Gullett, K. C. M. G,,

Minister directing negotiations for Trade Treaties,

MELBOURNE.

produce, without taking into consideration Aus-
tralia’s attitude, as Australia has a remarkably
favourable trade balance with Japan. In spite of this
fact, Australia took measures to curtail Japan’s
exports to her. This is a policy which ignores the
principle of mutual dependency of trade, and is a
measure which will increase Japan’s unfavourable
balance of trade even further. It is natural, there-
fore, that J mnms cannot leave the matter unadjusted.
The Japanese Government, 9@2&9,@ request
the Government of the Commonwealth of Australia
to withdraw the new tariff proposal on cotton and
artificial silk piece mO&m‘ with a view to furthering
the friendly relations and the trade between our two
countries.
5. If, notwithstanding the request of the Japanese
Government, the Commonwealth Government con-
tinue the application of the new tariffs, the

Japanese Government will have no alternative but
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TRADE TREATIES,

Commonwealth Offices,
Treasury Gardens,

MELBOURNE, C.2.

on these extremely low prices. These prices, particular-
ly those for artificial silk, were in our opinion reduced to
a level quite uncalled for by the conditions prevailing in
the Australian Bm%mw They made competition by any
other country entirely impossible. As you are aware,
their effect was to give Japanese suppliers of artificial
silk during last year, and in the course of this year,
almost complete possession of the Australian market.

‘ Moreover, it appears clear to us that, at the low
prices also prevailing for cotton piece goods from
Japan, it would have been inevitable, unless the basis of
the Australian duties were changed, that Japanese
manufacturers would also at a very early date have
obtained complete possession of this section of the
Australian textile market.

The Commonwealth Government, bearing in mind
its trading relationships with countries other than
Japan, and particularly with the United Kingdom upon

which we depend almost completely for the sale of our

5th June, 1936.
Sir,

In acknowledging receipt of the communication
from your Government, which under cover of your' letter
of the 2nd instant you personally handed to me in
Melbourne on the 3rd, I desire to inform you that I have
fully discussed the terms of the communication with the
Prime Minister and a number of other members of the
Cabinet.

At the outset may I say that in the opinion of the
Government of the Commonwealth, the responsibility
for the present situation in the trading relationships of
Japan and the Commonwealth does not lie upon the
Commonwealth. The necessity for the new duties upon
artificial silk and cotton piece goods introduced to
Parliament on the 22nd May, which are applicable to all
m.owmmms countries alike, arose solely out of the recurring
and heavy reductions in the price level oH\. imports from

Japan and the ineffectiveness of ad valorem duties based

exports of primary produce other than wool and wheat,
could not with equanimity contemplate the total surren-
der of the Australian market in these two textiles to
Japan. The Commonwealth Government’s endeavour to
reach a friendly arrangement and compromise for the
future met with unfavourable responses from your
Government. You will remember that the Japanese
Government would only accept the level of the last year’s
imports in artificial silk piece goods as your quota for
the future, and declined to accept any alterations what-
ever in the quantitative flow of cotton piece goods or the
duties imposed upon them. As the sole reason which
prompted the Commonwealth Government to seek a
means of checking this flow was the great increase in
the trade during that year at extremely low price levels,
we could not reasonably be expected to accept an
arrangement based on the volume of existing trade.
The Government of the Commonwealth recognises

the magnitude and value of the Japanese market for
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Australian wool, and in a less degree for a few other
Australian commodities, and as I need scarcely say we
sincerely desire to maintain the friendly trading spirit
which has always marked the intercourse between the
two countries. As evidence of this we are prepared to
provide wmwwz‘ with ample opportunity to continue to
supply Ewm market with more than half of its total
requirements in artificial silk, and to provide opportu-
nity for a substantial import of Japanese cottons.
Australian wool and wheat sell freely to many

countries. But outside wool and wheat we are great

exporters of a very wide range of primary produce

which finds very little sale indeed in foreign countries.
While the United Kingdom is still the largest individual
buyer of our wool and wheat, she also purchases 74% of
all our other primary exports. Without the British
market, and further expansion in that market, Australia
could not expand and develop; our home markets would

be greatly over-supplied, and prices would fall to profit-

ment advantages.
We regret exceedingly the view of your Govern-
ment that the action we have taken in increasing textile

duties must be followed by discrimination by Japan

. against imports from Australia. As I have already said,

we are of the opinion that in this whole matter responsi-
bility lies with the Japanese manufacturers who have
reduced their prices so unnecessarily. This I think is not
unrecognised in official circles in Japan where I under-
stand many warnings have been issued, that drastic
price-cuttings would inevitably lead to counter mea-
sures. If Japanese manufacturers had abstained from
sensational price-cutting, they could have continued
substantially to increase the value of their exports to
Australia, and the present trouble would have been
avoided. |

The Government of the Commonwealth would
greatly regret any action by Japan which might lead on

to a series of reciprocal acts by our two countries, the

less levels with serious financial repercussions not only
on our primary producers but all sections of our people.
This condition would seriously affect our capacity to
purchase goods from all countries including Japan.
Our present trade with the United Kingdom is —
£ 550,770,000
£3530,788,000

Exports to G.. K. —
Imports from U. K. —
If we would maintain and increase our sales to this
British market upon which we are so dependent, we
must at least maintain a substantial market for British
textiles, especially cotton piece goods, which constitute
the greatest single import from the United Kingdom. We
cannot in the national interest disregard our dependence
on the United Kingdom market or the complete transfer-
ence of these textiles to other sources.
In our trading negotiations with the United King-
dom wool is not taken into the calculation. The British
Government agrees with us Smﬁ a country buys raw

wool as the basis of great industrial trading and employ-

consequences of which could give no benefits to either,
but must be attended with serious trading losses to both.
We therefore with all respect suggest that the Govern-
ment of Japan should fully reconsider the whole situa-
tion before deciding to engage in discriminatory prac-
tices against Australian trade.

On our side we regret that we are not able to accede
to your request that we should withdraw our new tariff
proposals. Our decision to increase the rates was taken
only after prolonged and careful consideration.

We deeply desire, however, to solve in a friendly
manner the difficulty which has arisen. You will recall
that the Government of the Commonwealth has already
made two advances towards this end. On the first occa-

sion we submitted figures as the basis of a discussion as

"to what should be the level of your exports of the two

textiles to Australia.
Since the new duties were introduced I undertook

on behalf of the Government that after a period in which
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the operation of the duties would be closely observed as
to their bearing upon goods from Japan, we would give
sympathetic consideration in the even of imports from
Japan being _u,&oé the rate of 30 million square yards
per annum for artificial silk and 50 million square yards
per annum for cotton piece goods to the taking of steps
calculated to bring imports from Japan to those levels.
Neither of these proposals was acceptable to your
Government.

We are still prepared, however, to pursue every
avenue open to us towards a friendly arrangement and I
shall welcome any suggestion towards this end which
you or your Government may feel disposed to make. On
our side we are prepared to enter immediately into
negotiations towards such a friendly arrangement. The
Government of the Commonwealth suggests —

(a) that we at once resume the suspended negotiations
towards the conclusion of a trade treaty, and in

such negotiations give first consideration to this

to negotiate upon one or two of these bases, or that they
will advance some other basis which may hold out real
promise of a friendly settlement.
Yours faithfully,
(Signed) H. S. GULLETT.
Minister directing Negotiations
for Trade Treaties.
Mr. K. Murai,
Consul-General for Japan,
77 York Street,
mMUZmMm. N.S. W.
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textile difficulty. The Intermediate Tariff level for
these textiles would of course be available to
Japan if an Agreement should be reached. These
reductions would, I am confident, assist Japanese
imports, and taken in conjunction with the substan-
tially increased imports which you have reason to
expect in silk E,suoﬁm to Australia, would mean a
very material advantage to Japan;

(b) distinct from (a) and as an alternative to it, we are
still prepared to resume conversations upon the
basis of reaching a definite level of imports from
Japan on the basis of 30 million square yards of
artificial silk and 50 million square yards of cotton
piece goods. In the event of an Agreement being
arrived at, the Commonwealth Government would
undertake to review the new n_cmmw with a view to
ensuring that such quantities of Japanese textiles
-as may be decided upon obtained entry into mﬁwv

(Government %)

I greatly trust that your Gvernment will see its way
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ference.

Reciprocating sentiments of your Gov. Com. Gov.
would be glad if you would inform your Gov. # is
prepared at any time to resume negotiations in most
friendly spirit and in the hope settlement satisfactory to
both countries can be reached. Moreover Com. Gov. is
prepared immediately negotiations are formally
resumed to advance proposals as desired by your Gov.
We assume Jap. Gov. will also formulate proposals and

convey them to you.
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I refer to certain published statements attributed to
Jap. Foreign Office spokesman to the effect Jap. Gov. is
m.:d@mwog to resume negotiations by taking into consider-
ation any proposal Com. Gov. may be disposed to

advance. As spokesman’s statements have been orally

endorsed by you Com. Gov. accepts them as expressing .

mind of your Gov.

Com. Gov. feels it is impossible to carry on negotia-
tions by exchange of telegrams between Tokio and
Canberra. Proposals as basis for resumption of negotia-
tions could not be submitted without numerous condi-
tions and reservations and I think you will agree only

businesslike procedure is by personal exchanges in con-
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“While I have every reason to believe that the duties
which I have mentioned will not prevent Japan from
securing the anticipated volume of trade in cotton &
artificial silk piece goods, I shall, at the expiration of
one year, be prepared to submit the matter to further
review if it is found in practice that the duties prevent
Japan from attaining her full quota.” ‘
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September 14th, 1936.
My dear Minister,
With reference to your letter of September 2nd,

1936, I have the honour, under instructions from my

Government, to inform you as follows :
(1) The Japanese Government wmm.moﬁ to advise that
they cannot accede to the proposal of the Common-
wealth Government, as set out in Sir Henry
Gullett’s note of September 2nd, 1936. The Japanese
Oo<m§,5_w3 will agree, however, from the spirit of
conciliation and co-operation, to limit the quantity
of cotton and artificial silk piece goods to be ex-
ported from Japan to Australia to the level of last
year, provided that the old tariff rates are restored.

The Japanese Government are of the opinion that,

tiations, to the m,mmo.n that, if an arrangement for the
limitation of the quantity of piece goods to be
exported from Japan to Australia were arrived at,
the Commonwealth Government would not increase
the tariff on cotton Eoom.moomm.

(2) The Japanese Government are prepared to
accede to the limitation of the quantity of cotton
and artificial silk piece goods to the level .Om last
year, as mentioned in the preceding paragraph.
They feel it extremely difficult, however, to agree
to the quantity proposed by the Commonwealth
Government. In this respect the Japanese Govern-

ment wish to call the attention of the Common-

wealth Government to the following points :
(a) A large proportion of the cotton mzm‘mam-
cial silk piece goods imported from Japan is

being used as materials for further manufac-

ture into finished articles in many Australian

factories, and the goods in question are of

in view of the fact that the present dispute had its
origin in the drastic increase in the tariff rates on
the Emom goods in question by the Commonwealth
Government, it is most desirable that the old rates
be restored, in order to facilitate a friendly settle-
ment of the dispute, and %8\ consider that it will
not be difficult for the Commonwealth Government
to do «mo, because, when once the ,@smsma\ to be
exported from Japan is limited, the interests of
other countries and especially those of the United
Kingdom, which the Commonwealth Government
are anxious to protect — will be placed on an
assured footing, and there will no longer exist any
apprehension on the part of the Commonwealth
Government that the imports of waa,mw goods will
decline on account of the increase of Japanese
goods. In this respect, the Japanese Government
desire to call attention to the remark made by Sir

Henry Gullett on several occasions during the nego-

types which are not competitive with Aus-
tralian industries, with the exception of a few
lines of cotton piece goods, which have been
well protected by the tariff.

(b) Japanese cotton and artificial silk piece
goods are necessities to the public, and not
luxuries, and the wcvc_ﬁnm of these goods at
moderate and reasonable prices is beneficial
to the consumer. ‘ v

(c) Japan’s share in the imports of cotton piece
goods into Australia is not so great as that of
the United Kingdom, and the interests of the
United Kingdom will be well safeguarded
when Japan’s share is limited to the level of
last year.

(d) The demand for artificial silk piece goods is
increasing by leaps and bounds; therefore, if
the quantity to be exported from Japan is

limited to the level of last year, the position
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of the United Kingdom will without doubt be
substantially improved in future.

(e) It is reasonable and fair to accord a substan-
tial portion of the trade to a country which is
a good customer of Australian produce and is
in a position to supply the articles in question
at a reasonable price, even if other considera-
tions make it necessary to impose a certain
limitation on the imports. .

(f) In past years Japan occupied a predominant
position in the trade in silk piece goods, and
it is at the sacrifice of her trade in those
goods that her advance in Eo artificial silk
piece goods trade has been made.

(g) Limitation to a level lower than that of last
year will dislocate the economic organisation
in Japan, and is very difficult for Japan to
accede to.

It is not an easy thing for Japan to accept limitation

cotton and artificial silk piece goods, and the quan-
tities of these goods to be exported from Japan to
Australia. They feel that, unless a basis of ami-
cable arrangement on these main issues be found, it
will be of little use to discuss other points, and they
therefore wish to refrain from commenting upon

other questions for the time v&:m. However, the

Japanese Government wish to make it clear that, if A

the Commonwealth Government are able to see
their way to accede to the proposals of the Japanese
Government, as set out above, they on their part
S.E pay favourable consideration to any request to
be Bw&m by the Commonwealth Government, and
will be ready to accord to Australia a substantial
portion of the imports of wool and wheat, not
strictly adhering to the principle of absolute
equalisation of the trade between the two countries.
(4) It is needless to say that the Japanese Govern-

ment have no intention of disturbing the relations

even to the level of last year in respect of articles to
which she attaches such great importance. The
Japanese Government are unable to agree with the
opinion that Japan would _um able to capture practi-
cally all the trade in the piece goods in question in
the Australian market under the old tariff rates.
However, if this assumption be correct, it consti
tutes another reason why the quantity to be accorded
to Japan should be at least to the level of last
year, because, under this assumption, this limitation
means a great sacrifice of potential expansion in
the future. The Japanese Government express their
readiness to accept this limitation, and they hope
that the Commonwealth Government will appreci-
ate the spirit of conciliation shown by the Japanese
Government, and that they will see their way to
accord to Japan the amount requested.

(3) The Japanese Government consider that the

main issues to be decided are the tariff rates on

between the United Kingdom and Australia. This is
borne out by the attitude shown in paragraph (1),
namely, that the Japanese Government are prepared
to accede to limitation to the level of last year’s
figures. It is also needless to say that the Japanese
Government have no intention of interfering with
the Customs tariff policy of Australia.
The only motive of the Japanese Government in
requesting the OoBEocémm#r Government to re-
consider their proposal is their earnest desire to
restore the good trade relations between the two
countries, and to enable Japan to facilitate the
importation of Australian produce, such as wool
and wheat.
Yours faithfully,
(Signed) K. MURAL

Consul-General.

The Hon. Sir Henry Gullett, K. C. M. G,,

Minister directing Trade Treaty Negotiations,
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quota arrangement and to be admitted under
the same conditions as previously.

(3) The duties under the Intermediate Tariff on
cotton -piece goods and artificial silk piece
goods will be as follows: -

(i) Cottons (under appropriate Tariff Items)

Unbleached ... 1 Y4 d.per sq. yard
Bleached ... 1%d.» » »

Printed dyed or coloured......2d. nonon
(ii) Artificial silk piece goods  4d.  per sq. yard
(Item 105(DX1)(b)).

(4) The Intermediate Tariff rates specified in para-
graph (3) under the wvvﬂogwmﬁ@ Tariff Items are
to be accorded to Japan.

(5) Primage duty: Primage duty on the afore-
mentioned piece goods admissible under the
Intermediate Tariff will be abolished. It is
understood however that the abolition of the

primage duty on artificial silk piece.goods will

DR W N RN B S KEEXED | m BB -HE
DENENN {HBEER\EE DR ER X &K\ WE
QUEFRT KT 1| m = FERR - BT i - A R i
HEN CK Y ERNEIHBE DR ERE N

JOE iR B <

(EERMIE 1w | s

(® ¥
The Japanese and Australian negotiators have
agreed upon the following matters: -
(1) Export to Australia of cotton piece goods and
artificial silk piece goods of Japanese origin to
be limited to the following amount per annum:

Cotton piece goods 51 ¥4 million sq. yards

Artificial silk piece goods 514 » » »
Total — 102% 7 o

(2) It is understood that calico for bag making is
not included in the figure for cotton piece

goods. This calico is to be excluded from the

be conditional upon a satisfactory settlement
being reached with respect to the marketing of
cotton piece goods according to grades. v

(6) The first year for the arrangement on piece
goods is to commence on 1st January, 1937.

(7} The Commonwealth Government will co-oper-
ate with the Japanese Government to ensure the
satisfactory operation of the quota arrange-
ment.

(8) Reciprocal grant of most-favoured-foreign-
nation treatment with respect to Customs
duties.

(9) Repeal by Commonwealth Government of Stat-
utory Rule No. 92 of 8th July, 1936.

() Grant of most-favoured-foreign-nation treat-
ment to Japan under wSESQ Rule No. 69 YOM
22nd May. ,

(1) Repeal by Japanese Government of Imperial

Ordinance issued on 25th June, 1936, under the

566

567



FEILE & O EEERIE

i

Act concerning the Adjustment of Trade and
Safeguarding of Commerce.
(Signed) K. M.
(Signed) A.C. M.
3/12/1936.

0]

PROPOSALS WHICH ARE RESERVED
FOR FURTHER CONSIDERATION
BY THE JAPANESE AND
AUSTRALIAN NEGOTIATORS.

Australian proposal with respect to wool.

The Australian Government considers that, if
the same proportionate reduction were applied
to wool as has been applied to cotton and
artificial silk textiles, the quantity of wool to
be permitted entry into Japan should be not less
than 610,000 bales.

Government will stress this point in the pro-

The Commonwealth

(14 Commonwealth Government’s right to amend

the proposed duties if, as a result of the exten-
sion of the duty rates to a third country, an
unduly large increase in importations of tex-
tiles from that country takes place.  Before
exercising such right the Commonwealth Gov-
ernment mrm: give notice to the Japanese Gov-

ernment of its intention to do so.

(15 If after a representative period of trading it is

found in practice that the duties agreed upon on
cotton textiles prevent the cotton quota being
realized the Commonwealth Government will

be prepared to review the cotton duties.

(1 Australian reservation concerning the protec-

tion of the interests of Australian importers.

(1) Australian reservation with respect to importa-

tion according to classes of cottons, viz. grey;

bleached; dyed; printed; miscellaneous.

(1% The Governments of both countries to under-

a9
)]

posal for an agreement but is prepared to
accept a figure of not léss than 514,000 bales
which is equivalent to the 1934 imports into
Japan.

The wool allocation to be placed on the follow-
ing basis: -

(@) One half of the agreed-upon allocation to

be imported into Japan between lst Janu- -

ary and 30th June, 1937.
(b) Hwﬁmw@mw the wool year to commence on
the 1st July, 1937.
It is noted by the negotiators that the proposal
to place the wool year on a different period to
that of the textile year may bring about an
unequal incidence in the agreement as between
wool and textile imports into the respective
countries. The negotiators agree to submit

proposals having for their purpose the preven-

tion of such unequal incidence.

take to recognise the right of the other to vary
the agreement in the interests of domestic
industry.
Currency depreciation duties.
Australia’s right to impose import quota con-
trol should the export mﬁmzmﬁbms_ﬁ adopted by
Japan prove unsatisfactory. 4
Period of Agreement -

Japan -2 years and yearly periods of con-

tinuance

Australia - 1 year and continuance thereafter

subject to three months’ notice.

Manchoukuo.
In the event of a substantial increase in the
importation into Australia of cotton piece
goods and artificial silk piece goods the Com-
monwealth Government, after taking the inter-
ests of other competing countries into account,

to give sympathetic consideration to a request
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which may be put forward by Japan for a larger
quota. ‘

@4 mMBm.mw undertaking by Japan with respect to
wool as is set out in Paragraph No.23 with
respect to textiles.

(%) Percentage elasticity as between cotton piece
goods and artificial silk piece goods quotas.
Percentage of variation to be mutually agreed
upon.

(20 Question of reasonable transfer of quota from
one quota period to or from next quota period.
For example 98% instead of 10094 imported in
first quota period and 1029 instead of 10095 in
second quota period.

(27 Japanese negotiators to submit information as
to general guarantee desired by the Japanese
@o‘«mwzaoa in respect to Customs duties and

other restrictive measures.
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Commonwealth Offices,
Treasury Gardens,
 MELBOURNE, C2.
| 26th December, 1936.
Sir,

I have the honour to inform you that the Govern-
ment of the Commonwealth of Australia has decided to
take the following action as on and from lst January,
1937, in relation to trade between Australia and Japan.

1. The Commonwealth Government will repeal
Statutory Rule No0.92, of 1936, notified in the
Commonwealth Gazette on 8th July, 1936.

Printed, &6,&

or coloured - 2d. 7 Vj Vi
Artificial Silk
Piece Goods - 4d. » N n
The Commonwealth Government desires it to
be understood that ,,5 informing you of its
decision as to the alteration of these rates of
duty, the Government is not committed to the
consolidation of these duties at the rates speci-
fied.

3. The Commonwealth Government in addition
to according Japan the benefits of the Aus-
Qm:mseaﬁgm&mﬁm Tariff on cotton piece
goods and artificial silk piece goods admis-
sible under the aforesaid items of the Aus-
tralian Customs Tariff will accord to Japan

the _uw:mmﬁw of the Australian Intermediate

Tariff on cotton piece goods and artificial silk’

piece goods admissible under Items 105(A)(1)

2.

The Commonwealth Government will reduce
the existing Intermediate Tariff rates on cot-
ton piece goods and artificial m:,w piece goods
admissible under the following items of the
Australian Customs Tariff 1933-1936: -
Cotton Piece Goods -
Tariff Item 105(A)(1)(a)
105(A)1)c)
105(AX1)(d)
105(B)
105(C)
120(D)(1)
130(B)(1)
Artificial Silk Piece Goods -
Tariff Item 105(D)(1)(b)

to the following rates viz: -

Cotton Piece Goods -

Unbleached 1 ¥4 d. per square yard
Bleached 1%d. » n Vi

(e), 105(A)(3), and 105(A)(4). .

The Commonwealth Government will exempt
from primage duty Japanese cotton piece
goods and artificial silk piece goods admis-
sible in accordance with the decisions set out
in paragraphs (2) and (3).

During the period 1st January, 1937, to 30th
June, 1938, the Commonwealth Government
will UQ.B# the importation into Australia of
76,875,000 wacmwm yards of Japanese cotton
piece goods Aoﬁrw.ﬁ than calico for bag-making
admissible under Tariff Item 105(A)(2)) and 76,
875,000 wncm,qm yards of Japanese artificial silk
piece goods at the rate of 51,250,000 square
yards for each of the two classes of piece
goods per annum. This decision is dependent
upon the satisfactory operation of the control
system adopted in Japan with respect to the

export of these piece goods to Australia, their
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orderly marketing in Australia, and their equi-
table supply to Australian nationals (mer-
chants and manufacturers) and to Japanese
nationals.

It is to be understood that, except in respect of
any of the aforesaid Japanese piece goods
exported from Japan direct to Australia prior

to the initiation of the control measures, and

arriving at an Australian port on or after 1st

January, 1937, Importation can only be effect-
ed when the cotton piece goods and artificial
silk piece mOom,m are accompanied by an
Export Control Certificate issued by the
Japanese Government or by an organisation
duly authorised by the Japanese Government
to issue Export Control Certificates.

Any cotton piece goods or any artificial silk
piece goods exported from Japan within the

quota allotment during the period ending 30th

between J apan and Australia.

1. The Japanese Government will cancel the

surtax of 50 per omsﬁ.:B ad valorem and abol-
ish the licensing system provided in the Impe-
rial Ordinance No. 124, 1936.

Hmw Japanese Government will permit the
importation into Japan from Australia during
the period ending 30th June, 1938, of not less
than 800,000 bales of Australian sheep’s wool.
Any sheep’s wool exported from Australia for
which import permission has been accorded
during the period ending 30th June, 1938, but
which does not arrive in Japan until after that
date, will be admitted into Japan provided
such wool is imported mio.umcmn‘ not later
than 30th September, 1938.

The Japanese Government will take necessary
measures for the purpose of limiting the quan-

tity of Japanese cotton piece goods (other than

June, 1938, but not arriving in Australia until
after that date will be admitted into Australia
provided they are imported into Australia not
later than 30th September, 1938.
Yours faithfully,
(signed) H. S. Gullett.
Minister directing Negotiations

for Trade Treaties.-

Mr. K. Murai,
Consul-General of Japan,
MELBOURNE.
(FR¥ENIIP)
MELBOURNE,
26th December, 1936.
Sir,

I have the honour to inform you that the Japanese
Government has decided to take the following action as

on and from lst January, 1937, in relation to trade

calico for bag-making) and Japanese artificial
silk piece moomw which may be exported from
F.Ums for importation into Australia during
the period 1lst January, 1937, to 30th June,
1938, to the mo:osm:m quantities: -
Cotton Piece Goods
(other than calico for bag-making)

76,875,000 square yards,
Artificial Silk Piece Goods -

76,875,000 square yards,
at the rate of 51,250,000 square yards for each
_of the two classes of piece goods per annum.

4. The Japanese Government having regard to

the trade in cotton piece goods and artificial
silk piece goods with Australia in recent years
and the interests of Japanese and Australian
nationals (merchants and manufacturers)
therein will take the measures necessary to

maintain orderly marketing of cotton piece
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goods and mﬁnm&& silk piece goods in Aus-
QS:N,_.
Yours faithfully,
(Signed) - K. Murai.
; Consul-General of Japan.
Honble. Sir mosQ Gullett, K.CM.G., M.P,,
Minister directing Negotiations

for Trade Treaties,

MELBOURNE.
(ER¥EIr)
Commonwealth Offices,
Treasury Omao:%
MELBOURNE, C2.
26th December, 1936.
CONFIDENTIAL.

My dear Consul-General,
With respect to the action which the Common-

wealth Government and the Japanese Government has

facturers who have recently been engaged in
the trade. Such regulation however is not to
exclude from consideration the claims of new
or expanding participants in such trade. The
aim of the OoBBosé.mm:: Government in this
matter is to avoid well-founded complaints
from Australian nationals.
Yours faithfully,
(Signed) H. S. Gullett.
Minister directing meonmmosm,
for Trade Treaties.
Mr. K. Murai,
Consul-General of Japan,

MELBOURNE.

(R¥-p)
CONFIDENTIAL.
AIDE MEMOIRE

1. Among the matters which have been left in abeyance

each decided to take in relation to trade between Aus-
tralia and Japan, I desire to state that as regards para-
graph 5 in my letter to you of this mmﬁm, and paragraph
4 in your letter to me of the same date, the Common-
wealth Government’s interpretation of orderly market-
ing is: -

(@) That Japanese exporters, in supplying the
Australian market with the quota of cotton
piece goods, will distribute mxvogm in the
respective categories approximately in the

following proportions: -

Unbleached 25 per centum
Bleached 15 per centum
Printed 35 per centum

Dyed and other 25 per centum

)

il

The distribution of the cotton piece goods and
artificial silk piece goods exported to Aus-
tralia will be so regulated as to preserve the

interests of Australian merchants and manu-

is the question of the 3&@88_ grant of most favoured
foreign nation treatment in respect of Customs
duties imposed respectively in Japan and Australia
on articles produced or manufactured in Australia
and Japan as the case Bmw be. «

2. The Australian negotiators have explained that,
subject to the inclusion of a reservation Sw& respect
to the right of either Government to impose de-
preciated currency duties to cover the eventuality of
a further depreciation in the currency of the other
country, the Commonwealth Government would be
prepared to submit to the Commonwealth Parlia-
ment a formal agreement providing for the recipro-
cal grant of most mm<oE,mQ, foreign nation treatment
in respect of Customs duties. The entry into force of

such formal agreement, however, would be subject to

the prior approval of the Commonwealth Parliament.

3. In this connection the Australian negotiators have

several times drawn the attention of the Japanese
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negotiators to a matter affecting Australia’s export
trade. The Commonwealth Government attaches
prime importance to this matter. The Australian
negotiators have stated that provided that matter is
resolved to the Commonwealth Government’s satis-
faction, the Commonwealth Government, notwith:
standing its inability formally to accord most favoured
foreign nation treatment to Japan, would for a
period of three months after the date of adjustment
of this matter be prepared to accord to Japan the
benefits of the Australian Intermediate Tariff in
respect of those Tariff Items where the Intermediate
\lem is brought into force and remains in operation.
The continuance of these benefits beyond the period
of three months would be conditional Euon the prog-
ress made towards the completion of a formal agree-
ment which would include those questions at present
left in abeyance.

4. During 1935 a relatively small quantity of stock-

K.M.
(initialed)
H.G.
(i)
MELBOURNE,
26th December, 1936.
CONFIDENTIAL.

My dear Minister,

)| mom?o to acknowledge the receipt of your letter of
this date in which you advise me in the following
terms: -

“With respect to the action which the Common-
wealth Government and the Japanese Government has
each decided to take in relation to trade between
Australia and Japan, I desire to state that as regards
paragraph 5 in my letter to you of this date, and
paragraph 4 in your letter to me of the same date, the
Commonwealth Government’s interpretation of order-

ly marketing is: -

inette, knitted, or lockstitched piece goods of cotton
or artificial silk was imported from Japan into
Australia. The Japanese negotiators have stated
that Ew Japanese Government has had in mind
throughout the negotiations with the OoEEo:.S.mm:U
Government that the export quota arrangement
related to woven piece goods. Having regard to the
small volume of imports of such stockinette, knitted,

or lockstitched piece goods, and at the request of the

- Japanese negotiators, the Commonwealth Govern-

ment agrees to mwo,_:am these types of piece goods
from the export quota arrangement on the under-
standing that, if imports of these piece goods from
Japan materially increase, the Commonwealth Gov-
ernment would be at liberty to deal with the matter
by tariff action or in such other manner as it deemed

appropriate.

MELBOURNE,

26th December, Ewm.

(2) That qmbmb@mm exporters, in supplying the
Australian market with the quota of cotton
piece goods, will distribute exports in the
respective categories approximately in the

following proportions: -

Unbleached 25 per centum
Bleached 15 per centum
Printed 35 per centum
Dyed and other 25 per centum

(b) The distribution of the cotton piece goods and
artificial silk piece goods exported to Aus-
tralia will be so regulated as ,.8 preserve the
interests of Australian merchants and manu-
facturers who have recently been engaged in
the trade. Such regulation however is not to
exclude from consideration the claims of new
or expanding participants in such trade. The
aim of the Commonwealth Government in this

matter is to avoid well-founded complaints

582

583



FESHE & DB S

i

from Australian nationals.”
The Japanese Government takes note of
the Commonwealth Government’s interpreta-

tion of the term “orderly marketing”, and as

you will observe from paragraph 4 of my

letter to you of this date, accedes in viso:&m
to the point of view of the Commonwealth
Government in this matter. With respect to
the limitation to be imposed on the quantity of
each category of cotton piece goods to be
exported to Australia under the export control
arrangement, the Japanese Government has
not, however, had w&m,&ma time to satisfy
itself that the respective percentages set out in
your letter are fair and reasonable having
regard to Japan’s trade with Australia in
cotton piece goods during recent years. In
view of .9@ fact that the Japanese Government

accedes in principle to the expressed desires of
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the Commonwealth Government both in
respect to the preservation of the interests of
Australian merchants and manufacturers and
the limitation of the ncw:mnw of each category
of cotton piece goods 8. be exported to Aus-
tralia it is proposed that trade between the
two countries be resumed and that the percent-
ages for each owﬁom,og of cotton piece goods
be definitely decided upon at an early date.
Yours faithfully,
(Signed) K. Murai.
Consul-General of Japan.
Honble. Sir Henry Gullett, K.C.M.G., M.P.,
Minister directing Negotiations
for Trade Treaties,

MELBOURNE.
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