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REPORT OF wOKnING PARTY "L
CN THE CONTINUING ADutINILTRATION COF Tu{E GENERAL AGKEELENT

1. The Werking Party had the following Ter.us of heference:

"To examine in the iight of the discussicns of tae

. plenar; meetings cn the 7tn and ctz LDecewber the
propaosali for trne appointaent cof a peraancnt com-
mittee to ensure tre mcre effective edainistration
of trie Generul Agreement and to present a report to
this Session, for ccnsideration t, tsic vontracting
Partivs snd for trans.issicn to governuaents for
furtier study."

2. Tne Vorking Party, in the first instance, wade o goneral

reviewi of the fuwictions and rusponsibtiiitics of tre Contracting
Parties under tie provisions ci’ trie Agrocinent in cruer to pre-
-sent 2ll aaterial required for a conciacration of tac question
wnethur or not a standing ccucittue woudd contribute to tue

more efficiunt admirnistraticn oi tue Aprcecament and, sccondliy,
considered thu toraz cf refurence, tho coupositien ana awtnod
of selection, which wculd tu appropricte {'or « standing coci-
mittee if it shoula be decided that sucn a comaittee would serve
a useful purpose.

3. Soae weiwpers of tiw worwkiny Party stated uvnat, pending furthor
study cof tine matter, thidr .overnmcents nad not defined their
attitude to the setting up of a standing comaitics, and they
wvere not tnereforc iii a positicn to cowait tucir gevernments
in any respect on this subject. it vics qpreed thoat, in these
circuwastances, tuie Lerking Part, should discuss tre proposual
solcly froa the standpeint of tuc ¢fticient cnd capeditious
adiministration of thc General Agricaunt with o view to indicating
wnat type of standing couwmittee toudd oo 1ikely tc bu wmost suit-
able froa this standpecint if and when tne Lontracting Partics
snould decide thut the sctting up of suci a comaittoe wan desirable.

4. As a basis for its delitiratiens, tuc torkiny Party assuwucd tnat
the intcre~sussional dutics of @ stunding ccumittee would be iiuited
to work of a preparater; crnarac.er, including, vhure agproprisnte;
reecomenndations to toe Contracting Frattice, but .culd not inciude
the taking of decisicns, which vould by reserved exclusiveldy to tne
Contracting Partics. moreover, *ihw . cradligp Party agreed that a
principal objeetive of inc preposadl under consideration vwas to pre-
scrve the proved value of the pericdical scssionc off the contructi..,
Partics and tc naintain thne hign lovel of reprouscatoation incliuding
the attendance of officici: rusponsivic I'or curr,ing, out tane Gleisions
of thecir governuments in the ficla ¢f couwwreial volicy.
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The working Party then procceded to cxamine those functions
iaid upen the Lontracting Parties by cpecific provisions. of
tie Agreement which assume that the Contracting Parties wiil
be in a position to take joint action at any tisw, Those
vrovisions of thu Agrecucnt inmply thet the Contracting Partics
should be prepared either to wect at any tiwe or to provide
suitable wacnincry to discharge those functions when required.
Jdereover, tacu Contracting Partius have otner responsibilitivs
tie cdscharpge of whnich aight be substantiaiiy facilitated by
the cxistence of sowe continuing commttcu. In naking this
crxiwaination the horking Party procucded on the basis of an
analysis by tue sxceutive cueretar, which is annexed to this
keport.

The analysis in the Annex is iimdited to the wain continuing
functious o' the Lontracting Pnrtics with the purposc of showing
how far their purforawnce would be fuciiitated by the existence
of couic gort of standing couaittec, The Lontracting Partics
heve recegniscd this probluis previously by providing for inter-
su8sicnal nction rilating to tne balunce-of-paynents articles
fud Articie XVIIL, inter-scszional bodics with powers to carry
out preparatory work, including the initiation of consultations
in certain cnses, and to subait recoawwendations, have bewn ap-
pointea. Any gunernl standing cowalttee whicen the Contracting
Partics udight ustellish should absorb the powers of those bodies.,

the Lorking Part, considers thot if o standing cownmittee were
wppointud tne Centracting Partics would probably wish it to act
nlso as an oczendn coiL.dtted, 1f 2 prelininary exasination could
te made of the itens on o provisionnl sessional agends, it would
by peszible to clarify the iszsues sulaaittud to the Contracting
BPurtics, to indicate wuy acuition:l infor.ation snd deocuucntation
viicn wicht be required and instruct tie oeerctarizt to provide
or ~btaln it, and to mcke recoitacndations regarding the order of
busincss of cach repular scssion, 1t should be notud that an
apcndn comittee hos beun found usceful b, other organisations,
C.g. the Eccnouic and Social Council,

having studicd the functions and tasks which aight be perforued
by 2 standing cowuiitteu, the woriing Party cauc to the conclusion
witiout pregjudice to the rescrvaticns in paragraph 2 or to other
reicvant considerntions which governmuaents wiil have to take into
account before arriving nt o decision, that a standing coumittec
c.uid scrve a uscful purpose by contributing to the c¢fficiunt ad-
cinistration of the Aprceiwnt. The Wor.iny Party then proceceded
to discuss seversl wuustions whicn would arisc in cennection with
the ¢stablismuent of such a comuittec,

Lusipnation:  The workin, Part, considered thut the designation
should not buar any iuplicatinn that the coumittec would have any
cxecutive charactur, and thercfore suppusts thut the ter.a "stoending
counittes', which has been used in this Report, would be the most
appropriate.
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|0,  Texrms of Reference: -The Working Party recommends that if the
Contracting Portics decide to cstablish = standing committee the folleowing
terms of reference might be ajpropriate:

(1) Tnsofar as irticles XII to XV may require action by the
C.ntracting Parties when not in session, and subject to
rules established by the CONTRACTING PARTIES, to initiate and
engage in consultations under those Articles and to report
oiRgake appropriatc recommendaticns to the CONTRACTING
1 4. IES. o

(i1) To examine applications under irticle XVIII requiring action
by the CONTR.iCTING PIRTIES when not in session and to report
.or make appropriate recommendations to the CONTRACTING .2:RTIES,

(111) On the request of one or mcre contracting parties, to initiate
. and engage in consultaticns on, and facilitate the settlement
of, differences between individual contracting parties
arising under the provisions of the General Agrcement and to
report or make appropriate recommendaticns tc the GONTRACTING
PARTIES,

(iv) To initiate and carry out preparatory work cn questions
referred to the CONTR.CTING FARTIES by individual contracting
porties under article XXV:5(a).

(v) To examine matters arising between sessicns which require
urgent decisions Ly the CONTRALCTING PARTIES under /rticles
11:6(a), XIX, and XXV:5(2) and tc moke recommendations
thereon,

(vi) To carry out any speciiic acticn and tc exercise any specific
funotion expressly assigned to the Committec by the
CONTR..CTING F+RTIES at any session,

(vii) To instruct the Secretariat cs necessaery to provide cr obtain
from contracting parties information required by the
CONTR/.CTING P.RTIES in the consideration of items on the
agenda of their sessions or necessrry for the carrying out
cf the functions of the Standing CS.mmittee,

(viii) Te examine the provisional agénda fcr each session of the
CONTRACTING PARTIES and to propose en order of business,

(ix) ' In accordence with rules approved by the CONTRACTING #..RTIES,
to take telegraphic or postal ballots of the ccntracting
narties on matters which require urgent decisions,

_ (x) Tc recommend to the CONTRACTING ».:RTIES the convening of a
special session to deal with matters which require urgent
"decisions,

(xi) In general to do preparatory work and where necessary to
make reccmmendaticns tc the CONTRACTING P..RTIES on any
matters with which the CONTRACTING .RTIES may be required to
deal at a session, in order to expedite the work of the
CONTR/ACTING Z..RTIES.

(x3i) Nothing in these tems of refercnce shall be construed to
permit the delegation of the Standing Committee by the
CONTRACTING PARTIES of power to take any decision on their
behalf pursuant to the General Agreement,
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11, Rules of Procedure: The Working Party. recommends that the
Contracting Parties should instruct the Secretariat to distribute as
- soon as possitle after the Fifth Sessionh a draft of rules of procedure
for a standing committee, . The Working Party suggest -that the draft
rules of procédure should be substantially similar to those of the
Contrad¢ting Parties, except that they would not include rules on voting,
“ Purther, the rules should provide that all meetings of the committee
will be open to observors of contracting parties which are not members
of "the committee, and shall place upon the committee the obligation to
invite contracting parties which are directly concerned with any question
receiving attention to send representatives who will be sntitled to
participate freely in the & scussions, - The rules should also include
appropriate provisions for safeguarding the confidential character of
certain discussions similar to those applied by the Contracting Parties,
Moreuver, the Secretaruat should consider rvhether two-thirds of the:
membership of the committee would be an appropriate quorum,.

et

12, Composition: The Working Party discussed several proposals for
the conposition of a committec and for the selection of members and the

rotation and tenure of office, and agreed to submit the follow1ng
rcecormendations:

(a)  that a standing comnittece should consist of 15 members;

(b) that a standing cormittee should include, on a permanent
basis, the contracting parties of chief economic importance,
in the deternination of vhich particular regard should be
paid to their shares in international trade, provided that
in determining the number of such permanent seats the
Contracting Parties vould pay due regard ta the importance
of providing for adequate representation of small and
mediun econonies; '

(¢)  that in establishing a standing committee, the Contractihr

Parties should hove rcgurd to the objective of cnsurlng
that the committec = : .

'(1) would be representative of the broad geographioal areas
to vhich the contracting parties belong, and \

(i1) would be representative of different degrees of economic
gevelopiwent cnd “Wivergent economic interests;

(@)  that the tenure of office of non-permanent seats of a
committee should be such as to provide on the -one hand for
an aduquite rotntion of membership and on the other for

adequate continuity in the conduct of" the work of the
cormaittee; ond

(¢) that a custoias union. should be eligible for selection as‘a’
nenber of the committee on the same basis as a  single con-
tracting party, provided all meibers of the union were
contracting varties and all so desired,
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13, Chairmenship: The Working Party agrced to suggest that the Chairmen
of a standing committee should be clected by the Contracting Parties, and
that temporary chairmen should be eclected by the committce at t1Mus

vhen the Chairmon is absent,

‘14 Place of Meeting: The Working Party did not discuss the relztive
advantages of various places in which a standing committee might hold
‘its meetings, but members were gencrally agreed that it would be
advantageous if the place of meeting and the offices of the permanent
staff were in the same nlace, In order to facilitate consideration of
this question, in the eventof the Contracting Parties deciding to appoint
a standing commlttec the Working Party recommends that the Executive
Secretary be instructed to preparc & glte study of Geneva and that any
contracting party wishing to suggest any other possible plzce of meeting
and site for the offices of the permonent staff should submit a site study
thereof,

15, Secretariat Requiremcnts: The Working Party also gave consideration
to administrative and financizl questions, including the structurc of

the Secretariat, The ‘Working Party recogniscd that there was a need for
the establishment of a pcrmonent secrctariat and that this question would
in any case require to be dcalt with at the Sixth Scssion of the
Contracting Farties, The Working Party were of thec opinion that the
establishment of a standing committee would not materially affect either
. the functions or the structurc of the Secretariat and that the servicing
.of mectings of a standing committee was not likely to involve more than
a moderate increase in expenditure, The Working Party agrecd that a
detailed exemination of this question would be more appropriate when
budgetary nroblems are discussed at the Sixth Session,
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ANALYSIS OF THE CONTINUING FUNCTIONS AND RESPONSIBILITIES
OF THE CONTRACTING PARTLES

1. Consultations under Article XII:L(a), (b) and (c) :

Under paragraphs 4(a) and L (c) a contracting party may wish to consult
with the Contracting Parties before it institutes or intensifies restrictions
under Article XII. The Contracting Parties must be in a position to meet such '
requests promptly, Under paragraph l.|.(b) the Contracting Parties are required
to invite a contracting party intensifying import restrictions under Article X!
to enter into consultations within 30 days. Lack of adequate machinery for
arranging prompt and expeditious consultation renders the implementation of this
provision estremely difficult, as experience has shown. The Contracting Partie:
recognised *his at their Third Scssion by cstablishing an intersessional proce- i
dure to initiate such consultations, and by providing (GATT/CP.3/30/Rev.l and
50/rev.1) for the convening of an ad hoc committee or a select committee
according to the naturec of the consultations. ‘ '

2. Exemination of Complaints Lodged under Article XII:L(d): '

If a contracting party asks the Contracting Parties to examine whether

the restrictions of another contracting party are applied inconsistently with
the provisions of the igreement, it may be necessary for the Contracting Partie
to ‘make arrangemcnts for o preliminary exsmination of all the facts in order %
arrive at a rapid and fully considered decision in the course of a single
session. Here again the Contraocting Parties at their Third Session recognised
the desirability of providing for some intersessional procedure (GATT/CP.3/50/k
paras, 17-20) 2nd in adopting the report of the Working Party they considered

that in some cases a committee might be useful in assisting the Contracting
Partics to effect a settlemeant of the differences.

3. Third Recoort under aAriicle XTV:l(g):

The Contracting Partics will have to draft in 1952 a third report on
restrictions which arc still applied under srticle XII and which deviate from °
the rule of non-discriminaticn. A decision will have to be taken at the Sixth
Session as to the arrangements to be made for the preparation of that report.
The experience gained in drafting the First Report clearly indicates that some
preparatory work by a body of representatives of contracting parties would hav:
contributed sui:stantizlly tc improving the quality of the report and saving
time at the Fourth Session when it was approved.

L, Other Action under article XIV:

Ls from March 1952. .~ Contracting Parties have important functions to
discharge in connection with ihc application of discriminatory measures. .
Paragraph 1/ g) provides thac in iarch 1952 any contracting party 8till entitle
to tcke action under paragroph (1)(c) or under Annex J shall consult the
Contracting Partics as “o any deviations from irticle XIII still in force and
as to its ccntinued resort to the provisions of para;raph (1)(c) or Annex J.
This predicates that the Contracting Parties will be in session in March 1952,
or will have mede other orran-cments for initiating such consultations during
that month. Moreover, the Coniracting Parties moy, as a result of such con-
sultations, prescribe limitations of a general character to which permitted
deviations may be subjected. They may also mcoke representations, in exceptior.
circumstances, to any contracting party which is entitled to take action under
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the provisions referred to above. The Contracting Partiss mey also be called
upon to give their consent to a temporary deviation from the rulec of non-dis-
crimination under the circumstances defined in paragraph 2. Finally, the
Contracting Partics have responsibilities to discherge under paragreph 3 of
annex J with respect to the exceptions provided in that annex. It is difficult
to see how the Contracting Parties will be able to discharge these increasing
responsibilities under Article XIV without some intersessionzl machinery with
authority to carry out at lsast the necessary preparatory work,

5% Procedurcs for consultation with the In{:ernational Monetary Fund
Z!s.rticle XV:};:

The provisioncl arrangement with the International lHonetary Fund may be
reviewed at the Sixth Session. It is, in any case, clear that consultation
arrengenents with the Fund would be greatly-facilitated if there were some
continuing body of the Contracting Parties between sessions. If and when
the Contrecting Parties feel disposcd to replace the present provisional
arrangement with the Fund by a more formel agreement it would be helpful if so
important a matter could receive careful prepeor:.tory study before heing ..
finclly considered by the Contracting Parties.

6. Special Exchange Agreements (Article XV :6):

- The implementation of o special exchange agreement concluded with a
contracting party which is not, or cecases to be, a member of the Fund, may
require. the existence of some continuing machincry which would be available
to deal with matters requiring urgent action. The examination of procedurcs
for implementing special exchange agreements at succcessive sessions of the
Contracting Parties hes underlined this need.

7. Action Required under Article XVIII:

Under paragraph 10 the Contracting Parties are required toadvise, "ordinarily
vithin 15 doys after receipt of an application", the contracting party which
~ proposes to introduce a measure of the type referred to in peragraph 6 of the
. date by which a decision will be taken by the Contracting Parties. This decision,
as a2 rulé, has to be given "at the earliest practicable date and not later
than 90 days after receipt of such opplintion". As indicated in GsTT/CP. 3/60/Rev.l,
the preparation and examination of the information submitted by the applicant
country, and in some cases of the objections raised by other contracting parties
to thc proposed measures, as well as the preparation of recommendations to the
Contracting Parties, may have to take place before a regulor meeting of the
Contracting Parties is held, in order to avoid undue prolongation of the Session.
at their Third Session, the Contracting Parties agreed to set up an interses-
sional committee which could be convened between the sessions and which would
be responsible for making rccommendetions to the Contracting Parties.

The Contracting Parties have also responsibilities in connection with rene-
gotictions arising out of paragraphs 3 (b) and 5. The Contracting Parties may
be called upon to determine which contracting partics arc materially affected
by proposed measures. Whilst the decision to grant a releasc will heve to be
taken by the Contracting Partics, there are a number of preliminary stages which
could hardly be deferred until a regular session. Parcgraph 4 implies the
2bility of the Contracting Parties to consult at any tine with a ccntre.cting
party when it wishes to adopt preventive measures or to suspend its obligations
or concessions in emergency circumstances.
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8. Action arising out of srticle XXIII:

If a contracting party wishes to refer to the Contracting Parties a cese
of nullification or impairment, the Contracting Parties are required to
investigate "promptly" any motter so referred to them. The decisions in such
cases are clearly of great 1mporta.nce cspecially as they may involve the
- suspension of obligations or concessions. Jccordingly, the Contracting Perties
will wish to examine each case in considerable detail. Proparatory exam:.na,tmn
of cases by & stand:.ng committce would g ure::.tly facilitate the task of the
Contracting Parties in giving adequate consideration to the case and nrr:.vmg
at a decision in the course of a single session,

Experience gained in dcal:.ng w1th complamts which have been f‘orma.lly
referred to the Contracting Parties under the provisions of irticle XXIII,
or which were in the nature of an Article XXTII request, support this view.
In the case of the Chilean request rega:‘ding subsidies on fertilisers, it
was necessary to examine 2n important documentation to bring out the facts
of the case; as regards the application of Brazilian internal taxes, the
examination of the material required extensive study by working parties at
two sessions, and at the current session ‘several dclegetions held the
view +that there was not sufficient time to assemble and examine all the
documents required for a full study of 21l the aspects of the problem. Another
question which raised similar difficulties was the requcst submitted by the
Cuban govermment with respect to the position of the Cuban textile industry.

9. Tariff Preblems:

3

Article XIX provides that before any contracting party takes action under
paragraph 1, it shall afford the Contracting Parties an opportunity to -consult
with it in respect of the proposed action. As the action contemplated is of
an emergency character, it is clcar thot if the Contracting Parties wish to
consult in accordaonce with the provisions of paragraph 2, they have to act
rapidly in order to avoid damage to the intercsts of the country proposing
to invoke the provisions of paragroph 1. Moreover, if an zgreement among the
intcrested contracting parties is not reached, the Contracting Parties have
to indicate whether they disapprove or not of the suspension of substantially
equivalent obligations or concessions by the contracing parties affected. As
such suspension must be cnnounced within 90 days after action has been token
‘under paragraph 1, the Contracting Parties will probably desire to inform the
partics concerned of their views before the suspension takes cffect, i.e., .
before the expiration of 30 days from the day on which the wrltten notlce of
guch suspension is received by them. ,

Another provision of the Agreement which might rcquire ropid action is th.
contained in paragreph 6 (2) of irticle II. If a country devalues its curreng
it may feel it necessory to adjust certain specific duties and chargés without
waiting for the next ordinary session of the Contracting Parties. It may,
threfore, be necesscry for the Contracting Parties to work out a procedure whic¢
may avoid undue delay in the decision wh:.ch is to be taken by them under this
paragraph.

Whilst the same need for urgent action may not crise in the near future
out of the application of Article XXIV, this is a case where preparatory
examination would greatly facilitate the carrying out of the responsibilitiesc
the Contracting Parties if they are called upon to act under thet Article.
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10.  Other Functions:

In addition to the specific functions referrcd to above, it should be
noted that under paragraph 1 of Jrticle XXV the Contracting Parties have
certain implied functions covered by thec phrase "representatives of the
Contracting Parties shall meet from time to time.... genecrally with 2 view
to facilitating the operation and furthering the objectives of this Agreement".
For example, under this gcncral provision, the Contracting Parties have a
nunter of functions relating to teriff negotiations and the schedules to
the ..greement. These functions involve a number of administrative arrtn-
gements of some detail and importance, which can only with difficulty be
dealt with at a session, as was shown, for example, by the need for a
Working Party to continue between the Third ond Fourth Sessions to complete
arranzcments for the present negotiations.. Particularly difficult questions
nmay arise in the future if ccrtain non-participating countries wish to
negotiate for accession in the interval, which may be long, between the
Torquay negotictions and any further general round of negotiations. Whilst
the Contracting Partics might well decide in principle on such a matter at
a regular session it might be difficult to work out and implement the neces-
sary arrangements in the absence of some continuing body. Similarly expe-
rience has shown that a considerable number of problems arise in conncction
with the rectification and modification of schedules, and some mcchanism
for dealing with these would be desircble eren in present circumstances, and
might well become essential if sessions were held at longer intervals.

Moreover, under Jirticle XXV, the Contracting Parties moy at any time
be called upon to consider applications by a contracting party or contracting
parties for waiver of obligations. Some of these applications may be of
great complexity and of an urgent character. In order that they may be
disposed of in a single scssion a good 'deal of preparation mbiht be required.
For example, governments which are contracting parti.s may also be involved
in other arrongements which affect their obligations under the Agreements,
If the Contracting Parti.s are called upon to consider waivers of obligations
in such cases (for example, in the case of the Schuman plan) very extensive
preparation may have to be made in advance of the session at which these
natters are to be decided upon.

A list of other articles of the .grcement containing provisions
requiring action by the Contracting Parties, on which the assistance of o
standing committee would probably be helpful, would include XII:5, XIII .,
XVI, XXII, and XXVII.




