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1. 'I‘ransport Insurance

The CHAIRMAN drew a.ttention to the report by the Intermational Chamber of
Cormerce (1/383/Add,2), the resolution adopted by ite Congress (1/383) and the
- memorandum of the Intemationel Union of Marine Insurance (L/383/Add,1). He
suggested that before disecussing these and the resolution preposed by the United
States, (1/383/44d,3) ,4t might be useful to eppoint a smaell group to consult with
repreaenta‘bives of uhe Internaticnal Chember, : :

The appointmnt of a consultins group was ggra‘ed,‘ composed of the following
delegations: Chile, Frence, India, Norway, Pakistan, the United Kingdom and the

United States, with Mr, Berboze~Carneiro (Brazil) as Chairman,

2o GATT/Fund Relaﬂons (1/398)

‘I’he CHATRMAN recalled the discussion of this matter at the Ninth Session and
the instruction to the Executive Secretary to hold discussions before the present
Session with the Fund staff, The note by the Executive Secretary (L/398) concluded
that consultaetions with the Pund with a view to preparing a draft formel agreement
could not usefully teke place until the entry into force of the Omgenizaticnal
Agreement could be foreseen with reasonable certainty, and suggested that the
CONTRACTING PARTIES might wish to defer further subs'bant ive discussion of the
matter until the Eleventh Session. . S

I‘h'. PHILLIPS (United Kingdom) agreed with the Exe«utive Secretary's conclusicn,
The United Kingdom attached the greatest importance to the question of imgew.ving
the day to dey lislson between GATT agxd the Fundy this was necessary no matter
when the organization entered into being, He would suggest therefore that, if the
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Organizationel Agreement had still not been ratified, by the Eleventh Session’

the CONTRACTING PARTIES then take definite action in the matter so that scon there-
after they might have effective liaison arrangements between the GATT end the
- Fund, eoven in the absence of the Organization. ‘ )

Mr. MACHADO (Brazil) requosted clarification of the mammer in which it
was intended to modify or amend the relations with the Fund and questicned any
action that might conmit the Orgmmization in advance, While not opposed to
improving the administrative co~ordination betweem the two secretariats, he
would be sgeinst any suggestion to modify the existing substantive relations
of the functions and powers of the two organizations. Thers should be no
poseibility of duplicating the prcesdures required of governmnts consulting
with the two orgonizations, Moreover, there wes the equally important questicm
of liaison with the regionsl Economic Commissions of the United Nations.
BEconomic development was as valid a reason for the imposition of restrictive
‘mpasures a8 balance of paymsnts difficulties, smd as it was possible to Justify
by the Fund's findings the existence of tho latter, so also should the existence
of economic development problems be able to be certified by the appropriate
body. He requested that at the Eleventh Secsion, in addition to further dis-
cussing the quostion of liaison with the Fund, the matter of lialison with the
regional Commissions be also gone intc,

The EXECUTIVE SECRET.LRY referred to the conclusicn reached at tho l:ust
Session that when the Agreement was administored on a more fcrmal and permansnt
footing, it would be desirable tc move toward tho implementation of Artiels XV:ii,
That paragraph had never beon implemented, partly because the CONTR.CTING
PARTIES wished to gain experience in tho fiold of common interest botween the
GATT and the Fund, and pertly for the legal and tochnical reasons thet the present
administration of the Agreement was not juridically an organization and it was :
therefcre impossidle to make tho usual intcr-agency egreement. He sgreed with
the Brazilian delegatc that clearly any proposels for a formul agreement would
require ratificaticn by the govorning body of the new Organization, which wae
the reason for his suggostion that discussicn of such an agroement be deferred
until the establishment of the Organization could be foreseen with somd certainty.,
it wns als clear thet eny preliminary discussion of this matter with the Fund
was without prejudice to any decision of the new Organization. Insofar as
closer administrative co-trdinction wes concerned, he regarded that as an
existing and continuing responsibility of the aocretariat and was sure theb
this view was shared by the Fund staff, Bothk seoretariats wished to work
together in such a manncr as would best serve their two governing bodies whose
functions were so closely linked in the field of balance of payments restric-
tions. The close connezién botween the two secrctariats was meintained -
precisely in order to avoid placing governmenﬁ‘s in the position of bhaving to
justify or eonsult or the same matturs before .both organizations, and he fully
ghared the view of tho Brazilisn Delegate that governmonts should dot bo put
in a position of doudble jeopardy. o : T .
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As frr as the suggostion for an office in Washington was concerned, it
had already been explalned during the budget discussion that the secretariat
did not wish to make such a proposal to the CONTRACTING PARTIES at this stage.
He had spoken at the same time of the efforts of the secretariat toward closer
co—operation with the regional Economic Commissions and had stated that, .
elthar he or the Deputy Exscutive Sspretary would attemd
their annual sessions. He wns alsc discussing with the Secretary-General t‘he
- gquestion of repreaantation of the United Nations, including the regional
. orgémizations, at tho annusl sessions of the CONTRACTING P4RTIES. If a further
written report on this matter were desired he would be giad to make one at the

next Sessi One

Mr. HEBBARD (Internctional Monetary Fund) egreed with the Executive
Seoretary's view of the continuing liaison between and role of the two -
gocretariats, Since the Ninth Session the Fund had 1ssued two publications
where attention was drawn to the decision on closer co-opsration and whers this
decision was welcomsd. In connexion with the consultations under Articles XII
and XIV, he explained that, as in the cmse of the Australian consultation in
June, the Fund had, in the case of soms of the consultations about to take’
place, again propared special papers not required for purposes of the Fund
consultations but useful for the GATT eonsultations, in order to facilitate emd
assist the latter. As a regult, the Fund was generally prepared to give assiet.
enee at this Session with respect %o consultations, including those with Fund
members which had not yet begun their 1955 consuitations with the Fund.

It was agreed to defer fur ther eubstantive diacusaions of GA'I'I'/Md
relat:lcns to the Eleventh Session. :

3. Balance of Payments Import Restrictions :
Aum‘gg at Article xx:mgb} Gonaultation (1/370, 1/414 Add,1 and 2)

The CHAIRMAN referred to the report (L/370) of the Working Paxty appointed by the
Intersessional Committee to conduct the consultations with Austrelia under
Article XII:4(b) on its 1ntens:lfication of import restrictions notifisd to the
CONTRACTING PARTIES on 22 March. The Government of Austrelia had recently
rotified a further intensification of restrictions to take effect on 1 October
(L/414 and Add. 1 end 2)., The CONTRACTING PARTIES were now called upon to
determine whether these measures constituted a substantial intensification in
the sense of Article XII:4(b), in which event Australia should be invited to
consult under thet peragraph. The Fund had agreed that, if & consultation were
held during the .present Session, its ‘mission would be prepared to consult with
the CGM'RACTIm PARTIES, pursuent to Article XV:2, If the CONTR/CTING PARTIES
daterm!.ned in that sense, this ‘conmltatici could be conducted by the WOrking
Party which would carry out consultations under Article XIV:l(g) and in con-
Junotion with the consultations with Austrelia under that Article. The Chairman
drew attention to the list of topics which the Intersessional Committee referred
to the Working Perty for its guidence in the conduot of the June consultetion
with Austmlia and to the suggestion of the Working Party that future
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eonsultations would bs facilitated by advance preparation anl by the use of a
plan of this kind (JIC/SR.19/innex) suitably amended and adopted on each

occas ions This 1list of topics was largely instrumental in meking the consulte
ation with fustralia the best the CONTRACTING PARTIES had conducted on belance-
of-payments restrictions and was an important step in giving effect to the wish
axpressed at the Ninth Session that these cemsultations should be made more

effegtive,

Mr, WAR.ICK SMITH (Austrelia) referred to the Intersessicnel Working
Party's Report (L/370)on the consultetions with Australia in June under the
provisions of Article XII:4(b),concerned with the examination of Australia's
quantitative import restrictions which became effective on 1 April 1955, ’
The Austrelien Goverament's view,uhen Article XII was under consideration in
the review Session, was that there was no need to smend the wording of the
Article, but rather thet the consultations held under its provisions should be
made more effective, The submission of the Working Party report to the present
Session provided an opportunity for the CONTRAC TING PARTIES to express their
views on the effectivemess of the plan followed in the June consultations end,
in particular, on the conclusion recorded in paragraph 5 of the report that
future eonsultations would be "greatly facilitated" by use of a similar plem
"suitably emended and adopted on each occasion, The Australian delegation
supported this proposal, tut would stress the need for flexibility in follow=

ing any such plan,

With regard to the new measures notified to the CONTRAC TING PARTIES
(L/414 Add.1 and 2), Mr, Warwick Smith said that his Government after studying
the belance-of-peyments prospects after the opening seles of the 1955/56 Wool
season, had decided that it hed no elternative but to introduce a further ‘
reduction in the level of impert licensing as from 1 October 1955, The 'orev:lous
Budget year had ended with a substantial surplus, btut in view of the signs of -
inflationary pressure and the continuing deficit in tbhe bal ance-of-payments
position, the Budget introduced on 24 August 1955 contained no taxation
eoneessions and no new forms of expenditurs were approved. A nominal surplus
was estimeted after making provislon for "other commitments" end if the ’
traditionel method of presemtation had been adopted the 1955/56 Budget would
have shown a larger estimasted surplus. As Buigets were introduced before the
opening of the new season's wool auctions it was difficult to meke an accurate
assessmont of balance-of-payments prospects. In the. event,wool prices had
ghown a decline of about 1lld, par lb. greasy on the previous year's averasge
price, and on present prospects export receipts from wheat end flour in
1955/56 might well be some 20 per cent below:those of the previous seascn.

In the light of these altered prospects for wopl and wheat there were few

grounds for expecting that total export receipts in the present year would

‘exceed about kA 730 m, - a drop of some RA30,000,000.0on the previous yoar

‘and when invisibles and capital movemanta were takem into aceount the resemn
were expected tc. decline during the year by rou@aly the amount by which impm'ta

exceoded RA 625 m,, The April restrictions were expected to reduce 1mportu

to an ennuel rate of &A 730 m., but it should be borme in mind that ‘there was

a time~leg of about six months betwqen the impoeition of the restrictions amnd
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their full effectiveness, It was in this context that the further import

restriotions had been introduced and his Government were also taking measures
in the internal field designed to ease inflationary pressures and to curb the
excess demsnd brought about by the heavy increase in import expenditures over

the past eighteen monthe,
N 'me full text of Mr, Warwick Smith's statement is reproduced in document
10/7.

v Mr. IEDDY (United States) said thet the consultations with Australia in
June had made an effective contribution, one which would not, however, have

been possible without the cooperation of Australia, He agreed that a plan
along the lines suggested by the Working Party should be used for further
oonsultations,adapted in each case to fit the circumstances.’ The United
States recognized the Australian difficulties and agreed that in fixing their
policy they must take account of the timelag botween the imposition of restrict..
ions and the time when any effect became apparent. They had noted also the fact
that Australia had introduced both monetary and fiscal measures to help towards
the solution of this problem. His delegation would wish to learn more about the
schems of all country import applications for given commodities which was of
interest to the United States. . .

Mro srrms (United Kingdom) agreed with the comments of the Australian
delegate on the procedure adopted in the Working Party and shared the desire
that consultations under Article XII and others be made fully effective., He
pald tribute to the full and frank presentation of the Australian case which -
had made & significant contribution to the further working out of the problem,
His delegation supported the proposal concerning the future procedure to be
adopted, recognizing the need for flexibility and adaptation in the light of
the circumstances of each consultation. .

. Mre SWAMINATHAN (Ind...a) recognized that Australia was ser:l.ously trying tc
deal with recurring and serious <difficulties. Any country which depended on the
export of one or two primery produsts was partisulex’ [ viinerable and must
be regarded with sympathy. The Australion measures were constructive and his
delegation appreciated the frankness with which the case was prosented. No
simple mothod of sudden import reatrict:lons was being follwed, but 2 number of
internal measures had also been taken; the Australisn public was completely
informed of the situation and an annual economic report was to be prasented to
Parliament in the future. a8 to the working; porty's proposed plan to guide
consultations, thc Indian dclegation agreed on its usefulness and with othur
speakors os to modifications that mizht hove to be made in the light of

particular circumstonces, . v

Mr,AZIZ AHILD (Pakiston) said that his dologation o.pprocig ted the monnor
oi presontation of th. position, and sympathizod with .wustralic in her prosent
difficultios. Tho plan for consultations was satisfactory, but carc should be
tekon to' preserve flexibility., For o country like Pokistan for oxample it might
not. always be possible to provide all the onswors requircd in thc -short time
availeble for balanco-of-poyments consultations, His dolegation wore propared
%0 accopt a gencral plan along thc lincs proposed provided flexibility wore

ansurod.
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_ "Mr. HOCKIN (Cenada) supported the proposed plan, of course subject o
flexibility. Ths sucessa of the Juns consultations had also been dus to the
co-operation of Australia and the efforts of others conesrned., Cenada attached
importunce to these examinations genwrally,in view of its desire thut & serious
attempt be made by all contracting parties to administer the Agreement 80 as
to preserve its integrity and meintain it as an instument reguleting ifnterm ;.
national trade, Individual examinations were of special importance at this
tims vhen there had bean real progress toward freer trade and payments systems,
As balance-of-payments difficulties beceme less sericus, balance-of=-payments
eonsultations assumed greater importance. The CONTRACTING PARTIES must assure
themaelves of the continued necessity of thOse restrictions that remianed and
uge the eonsultations as a meens to urge further efforts toward their elimina~
tion, Progress had been made by many countries in this f£ield and the genmerally
favourable position of those who had removed restricticns sbhould sncourage
thoga who were still fearful, It was signifieant that during a period of
slackening activity in the dollar area the rceults of removal of controls
continued to be satisfactory and there had been no increase in trade controls,
& number of ecountries reeognized the primary importence of internal measures
and the decision of a leading trading country not to fall back on oxternal
controls in ite present difficulties was perticulerly notable, These periodic
examinations of balance-of-payments problems were a reminder of the Agreement's
ol in keeping countries pn this course,

Mr, MACHADG (Brazil) considered that the question went beyond that of
balance~of-paymente moasures introduced for reasons of protection, Australie's
measures h~d bean taken to protect its reserve position and they had first to
Justify their necessity before the Funmd. But the CONTR-CTING PARTIES must
oxamine the metter in the light of its impact or trade. The roasons given by
Mstretlia for the existence of this situation were linked to the prospeets for
the oxport of their commodities., Were the CONTRACTING PARTIES merely going
to oxamine the question from the point of view of import rest rietions and not look
at the underlying ecauses whioch lay in the problems of the export of primary
sommodities? Unless the causes wore gone into it was dirticult to apply m the
field of trade a mltilateral policy efrectively. . : :

My, SIRIVARDENE Lceylccn) said that his Governmnt supported- the Australian
moguest and appreciated the active efforts Australia was meking to cope with
their aifficulties, It was necossary to understand the position of .exporters
of primary commodit 1es, subject as they were to fluctustions in world conditions,
and hoe hoped tho eonsultations,while providing an opportunity to understend the
moasures would,also give an opportunity to.eonsider the reaaons'with sympathy.

Mr, ABE (Japan) expressed regret that the Austrelian import. eontrol was
both discriminatory and restrctive insofar as Japanese imports were ‘concerned,
The Adwinistrative Order of November 1954 regarding quotas for Japanese
produc te, 1listed thirty-six where discrimimtion was practised between these
‘products and the same products from thse non-dollar zone. Imports from Japen
did note require apending of dollars and, mcroover, the balance of t,mae :
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between Jepen and Austrelie was favourable to Australia. - This discrimination
could not be justified under the terms which permitted countries tc discriminate
under the Agreement. He was not, of course, raising the matter as a complaint,
or in connexion with the comsultation, since-Austrel ie had invoked Article XXV
with respect to Japem, But, since the first peragreph of that Article referred
to the principles of the Havana Charter, he wished to draw the attention of the
'CONTRACTING PARTTES to this fact and the Working Party might give some attention
to this,

~ Mr. WARWICK SMITH (Australie) apprecicted the interest of the Japanese
delegation .in the treatment accorded imports of Japanese goods by Australia.

As he hed noted, Australia wes not in relatimeship with Japan under the Agree-
ment, It seemed appropriate ~ and the Austrel ian delegation would be glad to
co~operate - that the Japsmese delegation teke up privately with the. Austral ian
delegation any points they might wish to raise in this connexion.

The CHAIRMAN said the debate showed agreoment that the prvaedure of the
June consultation with Australie had made an effective contribution to tie work
of the CONTRACTING PARTIES in condueting consultations.The need for flexibility
in the list of topics for excmination in balance-of-paymsnt consultations had ,however,
been emphasized, There appeared also to be agreemsnt that the resent intensifi-
cation of restrictions required consultation in temms of Article XII:4(b).

Tha report of the Working Party on the consultations with Austml ia in
J'une wae adogted.

_ ‘The CONTRACTING PARTIRS detemined that the measures of intensification of
a.mpm restrictions wvhich took effect on 1 October constituted a substantial
intensification of restrictions in the sense of Article XII:4(b). and invited
the Govermment of Australie to consult under the provisions of that paragraph,
This consultation was referred to the Work:lng Party to be estahlished on
balanoe—of-—payments restri ctions, .

,Ooneultati ons under Article XIv:l(g) (L/S&O)

The CHAIRMAN recalled that five contracting perties, Australls, Goylon,
New Zgeland, Rhodesia and Nyesaland and the United Kingdom had indicated their
intention to enter into consultations under article XIV:l(g) at the present
Session. The Fund had supplied documantation and sdvised that its mission was
prepared to consult in this connexion, pursuant to Article XV:2,

It wom sgreed to refer the consuit ations with these countries to the
Working Party to be establiahed on balanca-o:f-paymnts restrictionso

Annual Rengg dey Artiole XTIV SMQ) (W.lO/a)

The GHM:RMN referred to the pralminary draft of. this report prmared by
the Secretariat, & revision of which, taking into mccount further Informaticn -
which might be supplied, was ©o be issued for the Working Party, Of the twnty
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countries applylng restrictions ynder Article XIV of Ammex J, Burma, Chile,
Italy, and Uruguay bad not yet supplied revised amswers to the questicnnaire,

The rem-esentatives of Burma, Chile end Italy hoped to have instructions
or a report within a short time. Uruguay was not roprosented at the meeting.

Mr. JHA (India) while not wishina to make 'dlrect suggestions on this
preliminary draft, wae conecerned that the report in its final form should cover
oertain particular points. At the last Sessicn, India had plesded for greater
freedom for the under-developed countries to have recourse to quantitative
restrictions es an instrument of development, but they had smphasized at that
time that they were sesking a nop-diseriminatory fremework and attached impoyt-
ence to the abolition of sll kinds of diseriminatory restriotions. General
thinking was conditicned by the fact that most contracting perties dise . -
ocriminated ageinst the dollar area, and that the abolition of this dis~
erimination was not easy of achievement and was linked to the issue of
eonvertibility. Diserimination was, however,iprunei:ced elsewhere and thers
geemed no reason vhy a boldor attack should not be made sinoe the bllateral balanc-
the soft ourrency arsa, Much progress had been made sinee the bilateral balano~
ing of the immediete post~war years and most non-doilaer ourrencies were now
convertible in terms of sach octher. The OEEC and EFU were an outstanding
exemple of progress in this field and had achieved a significant degree of
liberelimation in the trade of Europeasn countries ty evolving peyments errange-
ment suited to their powers. The payments errangement was not confined to
Burope since it included the sterling area,but the trade iiberalization
schemes did not extend to sterling area countries outside Europe, although
those countries cleared their. accounte thrcugh the EFU, The Jepanese represent-
etive had drawn sttention to the fact that thcre should be no real difference
for Austrelia as to whether imports originated in the sterling area or from
Japan or other soft currency countries. This was a problem of discrimination -
in both directicns. India did not discriminate between soft currency countries
end for many years had discriminated only egainst the dollar area. They were
not, therefore, in a position to offer special bilaterel concessicns to induce
other countries to extend liberalization schemes to India or not to discriminate
against them, This was a problem not just between particular couniries of the
sterling area and the OEEC, but for the CONTRACTING PARTIES as a whole, and he
would prefor that the report should approach the matter from the point of view
that here were two clear breaches of the terms end objectives of the Agreemant

which should be investigated,

- It was probahly true that discrimination against the dollar area was a
different order of problem end that the time had not yet arrived to attempt
to deal with it, bui it would be helpful to all countries and would edvance
the dete of convertibility if soft currency countries were to bscome one single
currency area, and there would only rerain the step between the soft and hard
currency areas, India had continucusly tried to’ roduce the area of diserim:l.na»
tion even with the dollar eves. (Mr,JHA referred to the listing of countries
having "global 1ists" in paragreph 10 of the draft, which should have included
India), Diseriminetion had a tendency to prolong wself end becoms more
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difficult of abolition by oreating interssts within the country, Moreover, 8o
long as soft currency countries pursued en export policy of favouritism toward
‘the dollar area 'they created difficulties for themselves sms that arvea, being
more liberally provided with rew materials, could continue to under~-cut them

in their own markets, It might, therefore, at some time in the futurs, be
negessery to end -discriminetion with .the dollar area by some bold abrupt step
before countries felt reaily in & position of sacurity. Mr. Jha hoped, however,
that in thisg particular report on disorimination, - -the. situation as between soft
’ currency countries would be brought out more clearly. ,

Mr,] mcmmo (Brazil) said thet the miltilatersl principles of the Agreement
were affected not only by diseriminection for balance—or-paymnts reasons. These
existed, of course, but a much more important form of discrimination was written
into the Agreement in the exceptions previded for preferential systems, end, for
countries with’ neither balanee-of«payments nor economie development problems,
the system of waivers had evolved to provide discrimination in their favour,

The example of discrimination thus ceme from the .strongest oountries. It was
necessary at this time to consider realistica.lly whether the nmltilataral
principles were not in fact sheltering bilateral practices of concern to certain
interests. In his view, the CONTRACTING PARTIES should deel with the basic end
general problem of discrimination as a whole and not limit. themslevea to
diserimination under cne particular Article. .

Mr, WHITE (Now Zealand) aaid this hia country' was in a similar pcsition
te India in that liberalization measures applied equally to the sterling area
and OEEC countries whereas liberalization measures of the latter did not alweys
apply to New Zealand, This was a difficult question as it concerned the ’

-polationaship of ‘countiries under the Agreement with their obligations tb the
OBEC and the Fund and should be explored and covered 1n the eamnual report o
ﬂ!acMm.tnation. ,

o Mr. HOCKIN (Ganada) said that the obaervations of the Indien’ delegata :

. ahowed the continu ng danger that regional systoms although established so: a8

tc broaden areas of trade and payments in eﬁ’aet operated over a period of -

years so as to apply disorimination for what appeeared to be protective reasona.
The sclution propnsed by the Indian delegate would however eppear merely to
wlden the area of discrimination by the inclusion of others in the system.

Mr, Hoekin did not, quite gee how this could lessen the 'difficulties of tramsition
to freer trade and payments, In praotiae, trcm the Canadian point of: view,

the -rasult would be. t0 parrow the area in which non-disorimination could be
practised, The point of view of oountueswhioh extended non-discriminatm

-,;tmatment ahould not be loet sight. ot.

Mr. WARWICK aum (Austral 1&) said that hs muld have po:lnta to mige ‘in
,»the mrking pa:cty both aa to mct and emphasia i.n the report as:it would emerge

in. nnal form. ‘
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. Mr. SMNS {United Kingdom) elac had eertain pointa of emphasis on which
his delegation womld wish 40 somncpt 8p later stage, Tho. quesuen raised by Indic
was a difficult one and there would be advantoge in eliciting all the facts
concerning this type of discrimination either as an 1nqu1ry by the secretariat
o ag « mm& &t the WOrlc:lng Party disous&ona. » .

_ The CHAIRMAN repeated that a roused iraft would be distridbuted for 'hhe '

" working party. The discussich had shown & desire that the Working Party should
examine all aspects of discriminatory tmatment Mcluding discrimnatim dlrnoult 3

Justity for balance-of-payments reasons, _

o Preparation of the Sixth Annual report was yeferred to the mrktng part-y
o be eatablished on balance-of—paymnta reatrictions.

under Arbicle XIV'J. ' ) 1n 1956

‘ZPro dures for consultation"and rop

, The "HAIRMAN referred t0 the pracbice 1n the past of aaking the WOrking
Party to consider any modifications or adaptations that mighé be made in the
proeedure for the implemsntation of the provisions of paragraph 1(8) of
“Artiele XIV in the following year:. ' .

Conaideration of these procedures was referred to the WOrking Partyo

.‘_3, New Ze endw cle XV

‘ The CHAIRMAN reforred to the waiver grant.ed to- New Zealand for such time
“ay New Zeoaland satisfied the CONTRACTING PARTIES that its action in exchange
mf.f.era continued to be fully consistont with the Fund's principles and with
the Aintent of the General Agreemsnt. Annuel eoneultationn wlth tha OOM'RAGTIM
PARTIES were prawided for under the waiver, : o

The Chairman suggested that the consultation with New Zealand undar f.he
waiver should be conducted in conjunction with New Zealand's consultation under
. Avticle XIVsl(g) in which ovent this item should alao bo referred 'to the balance-
_of-payments Working Party. Pursuant to peragraph XV:2 the CONIRAGTING )?ARTIES
WEre. requirad %o conault with the Pund :ln thie connexion. o

: Hr. WHITE ‘New Zealand) reoalled that at the Interrsessional Oommittae a
-his delegation had quest:&oned whether it muld be neeessary to hold & conmlb-
ation under the weiver at the present gession. When the waiver kad been ¢ -
grented the CONTRACTING PARTIES noted that New Zealand bad taken no exchange
aotion which frustrated the intent of the Generel Asreement and’ che badie
purpose of the weiver was simply %o ensure that this atate of affairs- continued.
New Zealand did not propose to present a separate report, considering that the
“‘background paper which he understcod the Fund to have prepared relative %o the
Article XIV:l(g) consultations would eontain full information on the system
in force and would be relevant. His Government had doubt‘.ed ‘the need to consuly
as there seemed 1ittle to consult about, The waivar, granted only’ in Janmry,
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hed accepted New Zealand's position in regard to exchange matters, and his
Government had taken no asotion to slter the position in the few months since
thens If the CONTRACTING P.RTIES wished, however, they were willing to consult
.with them, Not beéing a member of the Fund, New Zealand .could not consult with
1% end the subjeet matter for the consultation would be more restricted than:
the consultation of a Fund member, The primary purpose would be to ensure that~
. New Zealand was doing nothing by exchange action to frustrate the intent of the
General Agreement. This would not of course preclude the CONTRACTING PARTIES
obtaining the Fund's views 1n the terms of Article XV,

He reiterated that no exchange action had been taken since the granting of
the waiver, Exchange wes made available in full for all imports, whether they

eame in under import licences or whether they came in free from import licensing
as the maJority of them did. For this reason, a a consultation seemed UNNECEBSAYY.

Mr., HOGKIN (Canada) considered that consultation should be carried out as
the full terms of the wa:lver must be complied with and the Decision called for

annuel oonsultation.

It was ggreed that e consultation with New Zealand should be held under the
terms of the Decision and this was roforr ed to the Working Party to be
established on balance-df—paymenta restrictions. .

4, Cgochoslovak waiver Article XV:6 (1/427 and Add.l)

The GHAIRMAN referred to the waiver grented to czechoalovakia for sud: tz.me
as Czechoslavakia satisfied the CON'I'RhGTING PARTIES that its action in exocharige
matters was fully consistent with the prihciples ©f the speclal exchange egroe-
ment and in maccordence with the intent of the Genural Agreement., Annual °
consultations with the CONTRACTING PARTIES were provided for under the waiver,
Cseohoslovekia had submitted a report (L/427) end wes prepered to consult with
the CONTRACTING: PARTIES on these exchnege matters. In its report, Czechcslovakia
atated that it was not applying any transitioml restrictions on trensfers and
payments for ocurrent internationel transaction, and therefore would not havd
been obliged to consult with the CONTRACTING PARTIES under Article XI of a.
special exchange agreement, had Czechoslovakia signed such an egreement. A
eonsultation hnd boen initiated with the International Monetazy F°.md in thIB
mnoﬁm arsuant to Pamgraph 2 of Artiecle XV, ,

" Mr. HATEK (Czachoslovakia) referred to the Decision of 5 March 1955, under
paragraphs 1 and 2 of which two types of consultation might comes into consider-
ation this year. With regard to paragraph 2, Ozechoslovakia had taken no action
during the preceding year which would have required reporting to the CONTRACTING
PARTIES had Czechoslovakia signed a special exchenge agreemsnt end comsultations
under this paragreph were therefors not necessary. With reference to paragraph
1,the report contalned the relative information, including descriptions of the
legel provisions regulating the foreign exchange economy of Czechoslovakie and
of ite foreign trade system. He drew attention to Article 4 of the Foreign
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Exchange Act (L/427 Annex A) whose provisions served as proof of the non-
~exlstence of any forelgn exchange and payment restrictions in the allocation
of funds to pay for imports. It appeared from this information that there
were no provisions siming at restricting foreign trade,. As Czechoslovakia
planned its balance of payments, no speclal provisions were necessary to.
achieve a state of balance, Neither did Czechoslovakia practice a.multiple
currency system, His government believed that the information supplied.
served adequately to prove the lack of provisions regarding foreign exchange
contrary to the aims of the Agreement.

The consultation with Czechoslovakia pursuant to the Deéision was re~
ferred to the working party to be established on Balance-of-Paymems Restrictions,

The CONTRACTING PARTIES agreed to the e stab].ishment of 8 work:l.ng party on
Balance-of-Payment s Rest.rictions with the following membership am terms of

reference:
Chairman: Mr, W.C, Naudé (Sout.h Africa)

Membership:

Australia Czechoslovakia Japan

Belgium Dominican Republic . New Zealand

Canada France , . Norway '

Chile Federal Republic of . Pakistan’ ,

Cuba Germany United Kingdom
India - United States

Terms of reference.

1, To conduct the consult.atiorﬁwj.th Australia under Arhicle XIIzh(b)

g To conduct the consultation with Australia, Ceylon, New Zealand, Rhodesia
and Nyssaland and the United Kingdom under Articls XIv: l(g)

3. To prepare the Sixth Annual Report on Discrhnimtory Im;;orb Reatrictiona
as required by Arbicle XIv:1(g) , :

4Le To recommend procedures for the conduct of consultations ;a;xd the pre-
paration of & report under Article XIV: i(g) in 1956,

5, To conduct the consultation with New Zealand pursuant to the Deoision
of 20 Jahuary 1955, .

6. To conduct the consultation with Czechoslovakias pursuant. to the Dsotaiwt
of 5 Mareh 1955, | "

.

The mesting adjou at 12,30 p.m.
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