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REPORT OF WORKING PARTY 3

ON _CONSULTATION PROCEDURE I'NDER 4RTICLE XII, 4(a)

I. Introduction

1. This report is submiiied by the Working Party in accordanco
with paragraph 2 of iss te:ms of relereance, which requires the

. Werking Party "%o make pracvical rpoommendqtions to the CONTRACTING
PARTIES for the efficient working of the procedure for consultations
provided for in Article XII, 4(a!".

2o Having in mind the present arrangrments for administering
the nrovisions of the General Agrcement, itin. Working Party considered
that its attention should be focusced on the task of designing a
simple and flexible procedure which could be expected to serve the
probable necds of the CONTRACTING PARTIES during the immediate
future. Since at the present juncture, it is not considered advis-
ahle to formulate a permaneni proccdure, the Working Party recom-
mends the adoption of interim arrangements which should be reviewed
at a subscquent session of the TONTRACTING PARTIES.

IT. Meaning and scope of consultation

3, In order to achiere the purpose of consultation, the

Working Party recls that there should be a free and rrank exchange

of views bectween the CONTRLCTING PARTIES nnd a contractiing party

which either

a) i3 considering the iassitut
consultavicn) or

b) Thas just imrosed such rostrictions (post consultation).

-

sm of import restrictions' (poior

|,_.L

AS se$ forta ia paragraph 4(n) Af irticle XII, this
exchange of tviews -or s.msualtation- would cover the nature of the
balance-ofl~payments difficultics, the aiwernative corrcogive
measures which may “.¢ availetle, and Tac pousihls effect of such
measures on the economics cf other contrﬁqting parties, In the
case of a prisr consuliavicn, naragraph 4(a) does not require a
contracting party "to lﬂulukub 1n advance the cnoice or timing of
any parvicular measures which 1t may ultimately determine to adopt".
In the case of post wunsulitaticn, the same gualificetions would
apply to any alvernative mcesurcs or modifications of existing
measures which a contracting »arty may Cetermine 5o adopt following
the consulnetron,
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AXthough renognizing that oiroumstances will undoubtedly
vary, the Working Party conciuded that®t in genercl a mutually
satisfactory exchange of views would only oocur when, in the case
of prwor coinsulvation, the discussion begean cufficiently in advance
of the znstitution of the measures, and when, in the case of nozh
prior nad post consultations, an EGBQU€JL disolosure of informaiion
wes made t¢ the CONTRACTING PARTIES.

ITI. The ypreocess of consultction.

L. The Working Persy envistged the first stiges in consulbation
to be :

e) a request oy ¢ ocontrocting party to the Choilrmen of the CONTRAC-
TING PARTIsE for clther gprior or post consultntion;

b) refercmce by the Cheirmen oF this request to the CONTRACTING
PARTIES,

This procedure should not present speeinl diffioulty when the
CONTRACTING FARTIES arc in secssion but the Working Perty reeignized
*ha* as other timcs the process or consultotion would be difficult.
The areaticn of elabornic oousulitntive moohinery has eppeared ito be
anarruntcd at the prescnt ivime. It has been recognized, howeveor
the$ the CONTRACTING PaRTInS have na obligation to establ*sh somv
. prowedure for asnsultetion during the inter-scssion period. It 1s
“%hercofore Gvul reble Shat she QONTRACTING PARTILS should meke the ne.
oessary -t 'alsurative arrangements to establish such proocedure.

Serreny ocnd pronedurc ifvir priur consultation

. favagrevh 4 (2) of irti~le XIXI loys on the CONTRACTING
PARTI:S an obligatlon ¥9 moke provision Dr the nitmost secreny in
any oons :luotigq wrder wha Ariicle. The Working Perty, in the
omrsz of the -onsueltation with the ruurus>nn€tivu of South Airina
has been impresscd with Lhu wisdow of this reoguirement end records
its opinton tont, in defoulit of sulteble provisions for secrecy,
prior ccnsultatisn with o country which ywas faced with a orisis
would hrecose virtunlly impossivie.

6. The Working Perty consideresd thet this necd %o observe thae
utmost secrecy mekos 1t d?ﬁi;Qth that the CCNTRACTING PARTIES
euthoerize thelr ChoZrmsn, whenever hoe re=eivaes a request for prior

consuitaticn wndor Artlele ¥I1 4 (o) duwring a scssion of the
CONTEANTING PARVI=S, t2 cell a sacret weeting of the CONTRACTIIV
PARTIRS t. dilscuss ways and neans o0 fw01714nting the oonduct of
such prior consuliation, aad Lo tuke ithe uccessary steps o prezir-
ve seceracy in the -rursl of coasuliaticn.

7. The Working Party also rcachad the oonclusion that the
setlsiuotory wmeons of wenving the provlen of o request for oans
tation raceived by the CGasirmen betweon sessions under Avtiole
4(&) wee §O “u*bo;n*“ hinn to lnavgurate cnd, iT necessery, %o
modify tho terms o7 the consuelietion and te tike the neocessary
steps to facilitate the oxnduct of such consrliation,

only
i
-
L3

T



S d/ Ul vwy AU

page 3

To that effect, the Chairman should, &s soon as practicable :

a) simultaneously notify all other ocontrecting parties through a
representative designated by each of them of the fact that he
has received such a request (in case of prior consultation,
he should also request that the utmost secrecy be observeﬂ)
aad

b) determine in the light of informaticn available to him that tho
consultation is :

(1} to take place at the next ordinary seession of the
CONTRACTING PARTIES, or |

(11) to take place at a special session of the CONTRACTING
PARTIES whioh the Chairman would te autherized to
convene as quickly as vpracticehle, or

(111)to be first entrusted to an ad hOQ.COmmitte§>¢uJ-

c) transmit to the International Monetary Fund notice of ths
‘request for consultatinon for consideration in accordance with
the arrangements agreed upon by the Chairman of the CONTRACTING
§AR§IES ané the Managing Director of the International Monetary

und.,

8, The general view of the Working Party was that, in orler to
implement the recommendetion set out in paragraph 7 (b) (iii) abowr,
the 7ONTRACTING PARTIES should authorize their Chairman to nomi- .
nate and assemble an ad hoe cormittee or committees (which should -
"be & representative semple of the CONTRACTING PARTIES) in order

to facllitate the conduct of econsultation under paragrapn 4 (&)

of Article XII. Some members of the Working Party, however, fa-
voured another method for the selection of the ad hoc Cemmittee,

In their view, the CONTRACTING PARTIES : ‘

a) should nominate at the present session an ad hoc committee of -
not more than 10, or not leas than %, contracting parties, which
should ta representative of the CONTRACTING PARTIES in the.
sense of Article 78 of the Havana Charter, This Committee ocould
ta convened by the Chairmesn to facilitate the conduct of any
consultation under paragraph 4 (a) of Artiole XII requested ty
a8 contracting party. Contracting Farties accepting memtership
in the 8d hoo Committee would be expected to facilitate the
work of consultation by providing, on short notice, eppropriate
representatives, and | B

b) should authorize the Chairman, generally or the advice of this
ad _hoc committee, exceptionally to invite any ccutracting
party which is not directly represented on “he committee kusb
appears likely to be particularly seriously affected 'y the -
Proposale to Jjoin the committee. Any ocontracting party which
considers itself likely to be seriously affected and vhich is
not member of the committee would, on 1ts representation, be
given an opportunity to participate in the consultatioan as an
Qbserver,

o ° If the Chairman decides to refer the matter to an ad hoo
Comzittee, he should notify the contracting parties invited %o send
.representatives when ané whers the representatives will te requi=-
red to meet.

Proéedure for post consultation

10. In the opinion of the Wurking Party, the same procedure
should apply in _the case of post consultation, but it is probable
that in most_cases~#ha question would be placed on the agenda for
the next sessinn of the TONTRACTING PARTILES,
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Functions of the ad hoc Committee

11. The Working Party recr ‘mmends that an ad hoc committee be
authorized to act in matters of consultation, under Article XII EY,

until the next session of the CuNTRACTING PA&TIES, when its authority
may be renewed. .

12. The Working Party desires to draw the attention of the CONTRAC-

TING PARTIES ¥o the fact that acceptance of the recommendatlons set

out in the previous paragraphs invélves: . .

a) . a nccessary extension of the powers of the Chairman of the CON-
TRACTING PARTIES, and

b) since any consultation initiated under paragraph 4(a) of Artigle
XIT is with the CONTRACTING PARTIES jointly, a willingness by
thie CONTRACTING PARTIES to authorize a representative sample of
their number to engage in any consultations on their behalf
referred to them .by the Chalrman of the CONTRACTING PARTIES.

13. The powers thus extended to the Chalrman oﬁ*the ad_hoe
Committee would, however, not include the right, to conclude cousul-
tatlon on behalf of the CONTHACTIVG PARTIQS "which would normally
do this at thplr next se5510n. .

Consultation under other pfovisi“ns'

14, The terms of reference of the WOrklng Party were limited to
consultations under paragraph 4(a) of Article xII. These consultatlons
would usually involve consideration of import restrictions imposed

or te be impnosed for balance- of»payments reasons and would normally

be undertaken by representatives familiar with such problems. Con-
sultations involving similar problems might however. arisc under other
provisions of Article XII or might refeér to provisions of Article

XIV and the Working Party sugwosts that it would be convenient to make
use of the procedure outlinesd in this.report for such consultation
where ti.c need for this is urgent.  Similarly it might be convenient
to teke advantage of that procodure in: related consultations betwoen the
CONTRACTING PARTIZES and the Intbrnatlonal Monetary Fuaid under the
relevant provisions of Artlcle XV,

Relations with the. Intoranzona1 Mone taﬁy Fund (1)

15. Consultations under paragraph H(a) #f Article XII involve

very close cooperation with the Interns tional Monetary Fund, in view
of the provisions of Article XV of the Gencral Agrecment. On monctary
matters, the CONTRACTING PARTIES are rcqui red to rely upon the Fund's
findings cn statistical and other facts, .and indeed, on the Fund's
judgment as to certain of the basic deti:rmination involved in the
resort to import restrictions.. It is therefore recommended that the
Fund be brought into con51derﬁtlon of the matter at the earliest
possiblce moment, particularly in view of its rcsources of information
and personnel for assisting the’ CONTRACLLVG RARTIES in such consul-
tatioas.

16, A contracting party which is a membér.of the Fund would normally
consult with the Fund on matters affecting that contracting party.

In view of the important functions of. the Fund, under the General
Agreement, a contracting party which is not a member-of the Fund

may also desirc to conmsult dircectly with the Fund., It is therefore
recomnended that agreement. should be-sought with the Fund to the
effect that it will accept requests frem the Chairman of the CONTRAC-
TING PARTIES to facilitate such @ircct. consultation.

Sec GATT/CP.2/'4 and GATT/CP.2/M%/Ad.) (1)
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17 Tic Working Party's study of the Suuth isfrican case indi-
cated the likelihood that a contracting party considering resort to
inport restriotions might want to use exchange restrictions at the
sane time, elther as an additional administrative safeguard or as
en alternative, Exchange measurcs of Fund menbers fall within the
jurisdiction of the Fund. But frequently the nature and form of
exchcnge restrictions roise important gquestioms of trode policy on
which the CONTRLCTING PARTIES could be of assistance to the Fund,
~ad the Fund nay wish to consult the CONTRaCTING PARYIES on these
metters, This possibiliity hes boen contemplnted in the letter ad-
dreseed by %he Chairman of the CONTR.CTING PALRTIES to the Managing
Direckor of the Internasional Monctery Fund on 9 September 194
(GATT/CP.2/44) which contains the following paragraph

WThe Funé nay fronm time to tine wish o reque st comsultction with
the CONTRACTING PARTIES on natfters of cormon interest, cnd, in such
cases, the CONTRaCTING PAKTIES will be prepared to comsult upon such
reqguesty.

The Mancging Director of the Internationcl Monetary Fund hes
2ssed agreement with this orrangement in his reply of 28 Septenber

exoprae
48 (GaTT/CP.2/44 Add.l)

104

(O K

17. Reports _to_the COEMQTIN.Q-EéRTIE§._.a.,rzsi_.-.9_?§iégr¥ig.ﬁ.i.ea.s_i°_f_@_
general public

15. As the consultetions under paragreph 4 (o) of Article XII
nave to take place witn the CONTRACTING PARIIES, the Working Party
foclc thnt it would bo desirablc  shat a full report should be
subnitted to the CONTRACTING PARTIES on all the facts end statemesnts
cxamined by the ad hoc committce or any working party eppointed to
fasilitate the conclusion of any consultaticn., The reposrt should be
treanted as e secret document. It is suggested, however, that the
need for ebsolute scerecy may only bt tumporcry. Without prejudice
to the right of the CONTRACTING PARTIES to orgnnise the distributlon
of their documents, it is recommendcd that the Choirmen ney authorize
the distrijsution of the report or parts of the report as a restric-
ted document, provided that the contracting party which requested
+he consultetion hes no objeeticn t5 such o distribustion. The facts
and staterments comruniceted by the International Monetery Fund will
be kept seoret as fer and as long es the Tuad so desires.

19. Taking into account the faot that import restrictions ere a
natter of general intcerest and thet they must in any case he
published undcr Artiele X of the Generel Agreement, the Working
Porty is of opinion that it may be advisable to inforn the public at
a suitavic time that a prior consultetion has teken place and to
glve some general indicetion of the rcsults of such consultation.

To thet effeot, the Working Porty suggests thet 1t might be advisable
to contemplete when appropricte the issue of specisl unrestricted
reports or press relecscs eclong these lincs, Thesc repar s should
not reveal eny informetion supplied in confidence by any contracting
party end would be released by the Chairman after consultation with
the cantracting party requesting consultation. The Working Pirty
understends morcover thet the Cheirmen of the CONugACTING PARTIES
and the Internetional Monetary Fund intend tc develop a common
policy regarding the issue of public ann_uncan-uts rceciating o
notters invilved 1o ccasultation with tie Fund; it 1s assured that
the rules adopted oy them would elso epply to the special reports
or press releascs referrcd to above,




