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I. Introduction

1. This rpport is submitted by the Working Party in accordance
wiﬁh paragraph 2 of its terms ol reference, which requires the
Working Party "to make practical recommendations to the CONTRACTING
PARTIES for the efficient working of tne preocedure for consultations
provided for in Article XII, A4(a)m.

2. Having in mind the present arrangements for administering
the provisions of lhe Guuwiwl Agreement, the Working Party considefed
that its attention should be focussed on the task of designing a
simple and flexible procedure which could be expected to serve.the
probable needs of the CONTBACTING PARTIES during the immediate future.
Since at the present juncture it is not considered advisable to
formulate a2 permanent procedure, the Working Party reccmmends the
adoption of interim arrangements which should be reviewed at a
subsequent session of the CONTRACTING PARTIES.

ITI. Meaning and scope of consultation

3. In nrder to achieve the purposz of consultation, the
Working Party feels that there should be a free and frank exchange of
views between the CONTRACTING PARTIES and a contracting party which
either:

a) is considering the institution of import restrictions (EEEQE

c¢onsultation) or

b) has just imposed such restricticns (pest consultation).
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As set forth in paragraph h(a) of Article XII, this exchange
of views = or consultation - would cover the nature of the balarce-of-
payments difficulties, the alternative corrective ineasureswhich may be
available, and the possible effect of such measures on the economics of
other contracting parties. In the case of a prior consultation,
paragraph 4(a) does not require a contracting party "to indicate in
advance the choice or timing of any particular measures which it may
ultimately determine to adopt". In the case of post consultation, the
same qualifications would apply to a.nyaltematiﬁ'e measures or modifica-
tions of existing measu;'es which a contracting party may determine to
adopt following the consultation. |

Although recogni:zing that circumstances ;:ill undai btedly vary,
the wWorking Party concluded that in general a mutually satisfactory
exchange of views would only occur when, in the case of prior r~-- "
tion, the discussion began sufficiently in advance of the institution of
the measures, and when, in the case of both prior and post consultation:

an adequate disclosure of information was made to the CONTRASTING PARTL

TTI, The process of consultation.

1. The Working Party envisaged the first stages in consultation

to be:

| a) a request by a contracting party to the Chairman of the CONTRACTING

PARTIES for either prior or post consultation;

b) reference by the Chairman of this request to the CONTRACTING PARTI::
This procedure should not present special difficulty when the

CONTRACTING PARTIZS are in session but the Working Party recognized

that at other times the procees of consultation would be difficult.

The creation of elaborate consultative machinery has appeared to be

unwarranted at the present timé. It has been recognized, however,

that the CONTRACTING PARTIES have an obligation to establish some PYUCEC

for consultation during the inter-session period. It is thercfore

desirable that the CONTRACTING PARTIES should make the nscessary
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administrative arrangements to estuaolish such procedure.

Seerecy and procedure for prior:consultation

5, Peragraph 4 (e) of Article XII lays on the CONTRACTING PARTIES
an obligation to make provisicn for the utmost secrecy in any consulta-
tion under the Article. The Working Party, in the course of the con-
sultation with the representatives of South Africa has been impressed
with the wisdom of this requirement and records its opinion that, in
‘ default of suitable provisions for secreey, prior consultation with a
country which was faeed with a erisis would bscome virtually impossible.
6, The Working Party considered that this need to observe the
utmost secreey makes it desirable that the CONTRACTING PARTIES zuthorize
" their Chairman, whenever h¢ receives a request for prior éonsultation
~under article XII 4 (a) during 2 session of the CONTRACTING PARTIES, to
call a secret meeting of the CONTRACTIN& PARTIES tc discuss ways and
means of facilitatimg the conduct of such pfior consultaticn, and to
take the necessary steps to preserve seerecy in ihe course of-
consultation,
7. The Working Party also reached the gonclusion that the only
satisfactory means cf meeting the problem of a request for consultaticn
rescived by £he Chalrman between sessions under Artiele XII 4 (2) was to
authorize him to inaugurate and, if neeesséry, to modify the terms of
the consultaticn and to take the neeessary steps to facilitate the
conduet of such consultation, |
To that effect, the Chairman should, as sooﬁ as practicable:

a) simultaneously nctify all other contracting parties through a

representative designated by sach of them of the fact that he

hes received such a request (in case of prior consultation, he

should also request that the utmost secrecy be observed),
b) determine in the light of information available to him that the

consultation is:
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(1) toc take place at the next ordinary session of the
CONTRACTING PARTIES, or
(1i) to take place at a special session of the CONTRACTING
PARTIES which the Chairman would be authorized éo
convene as quickly as practicable, or
(131) to be first entrusted to an ad hoc Committse, and
c) transmit to the Intérnational Monetary Fund notics of the request
for consultation for consideration in accordance with the arrange-
ments agreed upon by the Chairman of the CONTRACTING PARTIES and
fhe Managing Director of the International Monetary Fund.
8. The general view of the Working Party was that, in order to
implement the recammendation set out in paragraph 7 (b) (iii) above,
the CONTRACTING PARTIES should authorize their Chaiman to nominate
and.assemble an ad hos committee or camnittees (which should be a
representative sample of the CONTRACTING PARTIES) in crder to
facilitate the conduct of consultation under paragraph 4 (a) of
Article XII, 1/
9. If the Chairman decides to refer the matier to an ad hoc
Committee, he should notify the contracting parties invited to send
representatives when and whefe the representatives will be required
to meet, The Chairman should simultanecously inform the contract-—
ing parties, not invited to send representatives, of the camposition
of the Committee, and the date and place of its meeting., On request
of any contracting party which is not a member of the Committeé and
is probably segiously concerned, or on request of the Committee
itself, the Chairman should be author{zed to send a subsequent
invitation to that contracting party to join.the Committee as an
observer,

Procedure for post consultation

10, In the opinion of the Working Party, the same procedure

The CONTRACTING PARTIES concurred in the general view of
the Working Party as set out in paragraph 8,
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should apply in the case of post consultation, but it is probable

that in moést cases the question would be placed on the agenda for

the next saession of the CONTRACTING PARTIES,

Functions of the ad hoc committee

1. The Working Farty recommends that an ad hoc cammittce be
authorized to act in matters of consultation, under Article XII L(a)
until the next session of the CONTRACTING PARTIES, when its authority
may be renewed,
12, The Working Party desircs to draw the attention of the
CONTRACTING PARTIES to the fact that acceptance of the recammenda-
tions st out in the previous paragraphs involves:
a) a necessary extension of the powers of the Chairman of the
CONTRACTING PARTIZS, and
b) since any consultation initiated under paragraph 4(a) of
Article XII is with the CONTRACTING PARTIES jointly, a willing-
ness by the CONTRACTING PARTIES to authorize a representative
sample of their number to engage in any consultations on their
behalf referred to them by the Chairman of the CONTRACTING PARTIES,
3. The powers thus extended to the Chairman or the ad hoc
comnittee would, however, not include the right to conciude consul-
tation on behalf of the CONTRACTING PARTIZES, which would normally do
this at their next scssion,

Consultation under other provisions

. The terms of reference of the Working Party were limited %o
consultations under p-ragraph 4(a) of Article XII, These consulta-
tions would usually involve consideration of import restrictions
imposed or to be imposad for balance-of-payments reasons and would
normally be undertaken by representatives familiar with such problems,
Consultations involvipg similar problems might, however, arise under

other provisions of Article XII or might refer to provisions of
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Article XIV and the Working Party suggests that it would be
convenient to make use of the procedure outlined in this report

for such consultatiqn where the need for this is urgent,

Similarly it might be convenient to take advaqtage of that procedurs
in related consultations between the CONTﬁACTIﬁG PARTIES and the
International Monetary Fund under the relevant provisions of

Article XV,

Relations with the Internatjonal Monetary Fund 1/
15, Consultations under paragraph 4(a) of Article XII involve
very clese co-~operation with the International Monetary Fund, in
view of the provisions of Article XV of the General Agreement,
On monetary matters, the CONTRACTING PARTIES are required to rely ‘
upon the Fund's findings on statistical and other faets, and indeed,
on the Fund's judgment as to certain of the basic determination
involved in the resort to import restrictions. It is therefore
reéommended that the Fund be brought into consideration of the
matter at the earliest possible mament, particularly in view of
its resources of information and persanQel fér assisting the
CONTRACTING PARTIES in such consultgtions.
16, A contracting party which is a member of the Fund would
normaliy consult with the Fﬁnd on matters affacting that contracting
party. In view of the important functions of the Fund under thé
General Agreement, a contrécting party which is not a member of the-
Fund may also desire to consult directly with the Fund, It is
therefore fecamnended that agreement should be sought with the Fund
to the effect that it will accept requests from the Chairman of the
CONTRACTING PARTIES to facilitate such direct eonsultation,
17. The Working Party!s study of the South African case indica-'’

ted the likelihood that a contracting party considering resort to

1/ See GATT/CP,2/4ly and GATT/CP,2/L4/Add.L
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import restrictions might want to use exchange restrictions at the
seme time, either as an additicnal administrative safeguard or as
an alternative., Exchange measures of Fund members fall within the
jurisdiction of the Fund. But frequently the nature and form of
exchange restrictions raise important qQuestions of trade policy on
which the CONTRACTING PARTIES could be of assistance to the Fund,
and the Fund may wish to consult the CONTRACTING PARTIES on these
matters, This possibility has been contemplated in the letter
addressed by the Chairman of the CONTRAGTING PARTIES to the Managing
Director of the International Monetary F;ﬁa on 9 September 1948
(GATT/CP,2/l) which contains the following paragyraph :

"The Fund may from time to time wish to request consultation
with the CONTRACTING PARTIES on matters of cammon interest, and, in
such cases, the CONTRACTING PARTIES will be prepéred to consult upen
such request'. |

The Maﬁaging Director of the International Monetary Fund
has expressed agreement with this arrangement in his reply of
28 September 1948 (GATT/CP.2/L44 Add.l)

IV, Reports to the CONTRACTING PARTIES and cammunications to the
general public

"18. As the consultations under paragraph 4(a) of Article XII

have to take place with the CONTRACTING PARTIES, the Working Party
feels that it would be desirable that a full report should be
submitted to the CONTRACTING PARTIES on all the facts and statements
e«xamined by the ad hoc cammittee or any working party appointed to
facilitate the conclusion of any consultation, The report should
be treated as a secret document. It is suggested; however, that
the need for absolute secrecy may only be temporary.  Without
prejudice to the right of the CONTRACTING PARTIES to organise the

distribution of their documents, it is recommended that the Chairman
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may authorlize the diétribution of the report or parts of the report
as a restricted document, provided that the contracting party which
requested the consultation has no objection to such a distribution.
The facts and statements communicated by the International Monetary
Fund will be kept secret as far and as long as the Fund so desires.
19. Taking into account the fact that import restrictions are

a matter of general interest and that they must in any case be
published under Article X of the General Agreement, the Working
Party is of opin?on that it may be advisable to inform the public
at a suitable time that a prior consultation has taken place and to
give some general indication of the results of such consultation,
To that effect, the Workimg Party suggests that it might be advisable
to contemplate when appropriate the issue of speeial unrestricted
reports or press releases along these lines, Thess reports should
not reveal any information supplied in confidence'by any contracting
party and would be released by the Chairman after consultation with
the contracting party requesting consultation. The Working Party
understands, moreover, that the Chairman of the CONTRACTING PARTIES
and the International Monetary Fund intend to develop a cammon
policy regarding the issue of public announcements felating to
matters involved in consultation with the Fund; it is assﬁmed that
the rules adopted by them would alsc apply to the special reports

or press releases referred to above,




