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DOCUMENTATION FOR ARTICLE XII:4(b) AND
ARTICLE XVIII:12(b) CONSULTATIONS

Note by the Chairman of the Committee on
Balance-of~Payments Restrictions

1. . At its recent meeting the Committec's att entlon was drawn to the difficulties

that had been caused to govermments and delegations by the lateness in the distribution
of documents which were to serve as a bagis for discussion in the Committee. In some
cases the interval between their distribution and the commencement of the discussions
was so short that govermments found it impossible to make use of the information
supplﬂed in pr paring their briefs and instructions in time for the discussion.

2. The arrangements and procedures for the Cormittee's consultatlons were agreed

in 1958 following the recommendations of a Working Party on the problem. A4 background
note which describes these procedures is attached. After discussion of the current
problems the Committee felt that it would be useful to draw this matter to the attention
of contracting parties again and the following arrangements in respect of future consul-

tations were agreed:

(a) ,The basic documents for a consultation shouid ‘be circulated at least three
weeks before the opening of ‘the Commlttoo meytlng at which the consultation

. is o taxe place.

(b) If the documents are not dlstrlbuted by that time. tho consultation should
be postponbd .

3. The Commlttoe urges all contracting parties concerned to co~operate in supplying
relevant material to the secretariat as early as possible to permit this time-table
to be kept. This in turn will assist the Committee in the more effective discharge

of its work.
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PROCEDURES AND ARRANGEMENT. FOR REGULAR CONSULTATIONS
oN BALANCEnOF-RAYMENTS«IMPORTfRESTRICTIONS

1. Im 1958, when the. révised prov151ons of nrtlcles XTI and XVIIT entered into
force, the CONTRACTING.PARTIES,. on the basis. of. racompendations of a working party,
agreed upon certain arrangements and procedures for the conduct of the annual and
biennial consultations.under.irticle.XIT:4(b) -and Article XVIIT:12(b) (cf. BISD,
Seventh Supplemeat, pages.90-98)....Since. then, while. these arrangements. and
procedures have generally been followed modifications and adaptations have been
found -nécessary from time to time to meet changing circumstances and the exigencies
of particular cages. The present note descrlbes these arrangements and procedures

as they now stand. ’

Contents of the consultatlons

2. Consultatlons under Artlcles XII 4 and XVIII:12 cover the nature of the
balance—of-payments difficulties of the contracting party in question, alternative
measures which mey be availableand the possible effect.of the restrictions on
the econcmies of other contracting parties. They are lntended to . .provide. an
opportunity for a free ‘exchange.of views contributing to a better understanding
of the problems facing the consulting countries, of the variousg measures taken by
them to deal with these problems, and of the possibilities of further progress. in
the direction of freer, multilateral trade. Annex I to the present paper sets
out-the "Plan of Discussieh!:approved by the CONTRACTING PARTIES for -use in'such
consultations. -Having regard te the divéersity of .circumstances, the.Plan should
not be regarded as a rlgld programme, but might require suitable adaptation in
individual cases. The special problems of each consulting country relating to
its:balance of payments should perforce be given careful consideration. : Account
should be taken of all factors,; both internal and external, which effect the
balance-of—payments position of the consultlng country.

3.: The CONTRACTING PARTIES hav ﬁgreed that in the consul atlons on~balance of
‘payments and other trade and development probléms of developing. countries provided
for in GATT, perticular attention should be given to the posgibilities. for:
alleviating and correcting these problbms through measures that contracting parties
might take to facilitate an expansion of the export earnings of these countries.
Such "expanded consultations"” are to be held with any less-developed contracting
party normally consulting under Article XVIII:12(b) which desires that a particular

consultation be held on this basis.

‘4.' The secretariat should circulate a "basic document" for each comsultation.
As the financial aspects of the reostrictions will be fully dealt with in the
background papers supplicd by the International Monetary Fund, the document should
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concentrate on the trade aspects of the restrictions. A chronological account
should be given of the more important changes made in the controls and restrictions
in the preceding years or since the preceding consultaiion. The ?ocument may be
prepared by the secretariat on the basis of information available™ and in full
consultation with the contracting party concerned. The consulting govermment -
should at any rate supply a statement on its current policy on the use of import
restrictions for inclusion in the document. Alternatively, the contracting party
might itself provide the text of the entire document, which should be circulated
after incorporating such alterations or supplementary information as may be
suggested by the secretariat and accepted by that contracting party. Annex II

to this paper enumerates the headings under which 1nformat10n is expected to be

1ncluded in such documents.

5. The Working Party on Balance-of-Payments Restrictions which met in 1958
recommended in its report that basic documentation should in general be circulated
a month before the opening of the relevant consultations. In March 1970 the
Committee decided that a final deddline would also have to be set in order to
allow sufficient time for contracting parties to examine the basic documentation
and to prepare the necessary briefs and instructions. This deadline is to be.
three weeks before the opening of this Committee Session at which the consulta-
tion with the country concerned is to take place. The Committee also agreed
that: if the documentation is not circulated by that time, the consultation should

be postponed. .

E;ge schedule for the consultations

6. Every January, the secretariat should circulate and sutmit to the Council

a time schedule for the consultations to be beld in that year. This should be
drawn up in consultation with the contracting parties concerned, and in ‘the light
of the programme and progress of the consultations of the Internatlonal Monetary
Fund with the governments. concerned, so as to ensure that the most up-to-date
and meaningful p0351b1e data form part of the Fund's contribution to these
consultations in GATT. The time schedule may be modlfled as necessary in the

light of changing circumstances. .

7. - Normally the consultations to be held in one year will be grouped so that
they can be taken up at two to four continuous sessions of +hu Commmtto» on

Balance-of—Pavments Restrictions. . .. ..

111 order to facilitate the preparation of this documentation contracting
partlies applying import restrictions for balance-of-payments reasons are required
to keep the secretariat regularly informed of any changes in their control system
and transmit to it all relevant documentation (e.g. new laws and decrees,
regulations, import programmes, policy statements, publlc notices, licensing
instructions, etc.) which will enable the secretariat ‘to prepare the basic
documents for the consultations. (The regular transmission of such information
is also necessary in connexion with the implementation of the provisions of
Articles XII: 4(a¥ and XVIII:12(a) - see BISD, Ninth Supplement, pages 18-19.)
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Consultations with the Ly

8. Under paragraph 2 of Article XV the CONTRACTING PARTIES are required.to
consult with the IMF on the points spe01f1ed in that paragraph. As soon as the
programme of consultations for the year is drawn up and teken note of by the’
Council, the Director-General should send a commication to invite the IMF to
congult with the CONTRACTING PARTIES in connexion with each of the GATT consultae
tions. In each case the GATT-IMF consultations will take place in the Committee
on Balance~of~Payments Restrictions prlor to the GATT consultatlon.

9. The material supplied by the IMF as part of a consultation between the Fund
and GATT should be circulated to the members of the Committee as soon as possible
after it is received by the secretariat., A copy may be supplied to any other
contracting party which requests it. . '

The Committee on Balance-of-Payments Restrictionsg

10. It hes been intended that the composition of the Committee on Balance-of-
Payments Restrictioms, which conducts the consultations on behalf of the
CONTRACTING PARTIES, should reflect-as far as possible the characteristics of -

the contracting parties in general in terms of their veographical location,
external financial position and stage of economic development; ond that the size
of the Committee should be suited to the nmature of its work. The present member-
ship and terms of reference of the Committee are shown in Annex III.

1l1. Mémbere of the Committee should designate as their representatives persons
of adequate competence and acquaintance with the problems to be dealt with by the
Committee. Efforts should be made to ensure continuity in the representation on

the Committee.

12. In zccordance with the rules and procedures of the CONTRACTING PARTIES, any
contracting party which is not = member of the Committee but which is 1nterested
in one or more of the consultations, may be represented at the meeting on the
Cormittee and participate fully in the discussion.

Reggfts oﬁ the consultations

13. At the conclusion of cach consultation, the Committee should draw up 2
_report, which should provide a succint record znd summing up of the important =
points discussed. It has not been considered useful to give a detalled renderlng

of 1nd1v1dual 1nterventions.'

14. The reports should be circulated to all the contracting parties as and when
they are completed by the Committee, and should be submitted to the Council for
approval and for forwarding to the next session of the CONTRACTING PARTIES.
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Annex I

PLAN OF DISCUSSION FOR CONSULTATIONS
UNDER ARTICLFS XII:4(b) AND XVIII: 12§ )

Balance~bf~pévménts position and prospects

Balance-of-payments 51tuatlon and lpvel of monetary reserves.
BaWance-of-puyments prospects and expected movement in reserves.

Speclal considerations affeccting the vallablllty of or the need for
monetary reserves.

Fqcbors, elther externel or 1nterna1, affeCulng the various elements of the
balance of payments, such as exports and imports.

Effects of the restrictions on the balance of payments and expected duration
of the restrictions.

Prospects of relaxetion or elimination and likely effsct of such action on
the balance of payments.

Alternative measures to restore equilibrium

Internal monetary end fiscal situation and other relevant matters which may
effect the balance of payments.

Internal action to preserve or restore equilibrium ineciuding long-term
measures such as those designed to raise productivity and export ce pECIty

or to reduce structural disequilibrium or rigidities.

Other measures which may help to restore the country's balance of payments.

System and methods of the restrictions

Legal and administrative basis of‘the”restriptions.,
Methods used in restricting imports, including the categories of goods and
proportion of imports covered by each method.

Treatment of imports from different countries or currency areas.

The use of State trading or governmental monopoly in imports and the

restrictive operation, if any, of such régimes.
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IV. Effects of the restrictions
Protective effects o:f""_bhé' restrictions on domestic production. Difficulties
or hard_shipA that .mé.y be éxbectéd ﬁpon‘ relaxation or elimination of the
restrictions.
Steps taken to reduce incidental protective effects of the restrictions.
Steps taken to mifiimize the difficulties of transitioﬁ‘"to"the stage where
belance-of-payments restrictions may be eliminated.
Steps taken in the light of Article XII:3(c) and the proviso to
Article XVIII:1O.
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Annex IT

BASIC DOCUMENT FOR A CONSULTATION:

Points. to_be Covered .

Legal and administrative basis of the import restridtion.

Methods used in restricting imports.

Treatment of imports from different sources including information on the use
of.bi;gteral agreements.,

Commddities, or groups of commodities, affected by the various forms of
import restrictions.

State trading, or government monopoly, used as & mea@ure to. restrict imports
for balance-of-payments reasons.

Measures taken singé the:laéffconsultationAin }elaxing or otherwise modifying

import restrictions.

-

Effects of the import restriction on trade.

General policy in thc use of restrictions for balancefof-payments reasons.
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-Annex IIT
COMMETTEE" ON BATANGE-OF-PAYMENTS RESTRICTIONS
Cheirmen: Mr. F.R. PETRIE (Conada)

Vice Cheirman: Mr. Roderick E. Abbott (United Kingdom)

Membership:

Auctralie Finland Sweden

Brozil -Ghanz. United Kingdom
Ceneada India United States
Buropean Communitics Japan- Uruguey

and member States
Terms of References
To conduct the consultations under.Article XII:4(b) and.

Article XVITII:12(b) as well as any such consultations as may be initiated
under Article XII:4(a) or Article XVIII:12(z2).



