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The Marrakesh Agreement Establishing the World Trade Organization defines the functions
of the World Trade Organization (WTO). One of its five functions is to achieve greater coherence
in global economic policy-making. The WTO is to cooperate with the IMF and the World Bank, to
this effect. This mandate is further elaborated in the Ministerial Declaration on the Contribution of
the WTO to Achieving Greater Coherence in Global Economic Policy-Making, which also directs the
Director-General of the WTO to pursue and develop cooperation with the international organizations
responsible for monetary and financial matters. Additionally, relations with the IMF and the World
Bank are also mentioned in the Decision on Measures Concerning the Possible Negative Effects of
the Reform Programme on Least-Developed and Net Food-Importing Developing Countries.

At the meeting of the Sub-Committee on Institutional, Procedural and Legal Matters at the
level of Heads of Delegation of 6 October 1994, the Chairman of the Sub-Committee requested the
Secretariat to prepare a note that would serve to crystallise the issues to be dealt with in matters relating
to greater coherence in global economic policy-making and closer institutional cooperation. This is
the purpose of the present document.

This document draws on the substantive discussions in the FOGS Group (see Annex 1); the
contacts between the GATT, IMF and the World Bank at the level of Heads of institution and senior
staff (both in 1989 and recently)'; and the statement by the Director-General, Mr. Peter Sutherland
to the Sub-Committee on Institutional, Procedural and Legal Matters and other recent developments.
It identifies considerations for possible future action in line with the broad categorization included in
the above mentioned statement (see Annex 2). It closes by identifying those areas where further action
is required and when such action would be appropriate.

1. New Formal Relations

Over and beyond the mandate specifically calling for closer cooperation, the present relationships
of the GATT with the IMF and the World Bank will have to be reviewed and complemented in the
light of the results of the Uruguay Round. As a first step, the IMF and the World Bank should be

¹On 12 April 1989, the CONTRACTING PARTIES, responding to a recommendation included in the Mid-Term Review decisions

of the Trade Negotiatons Committee regarding the Functioning of the GATT-System (MTN.TNC/ 11, page 36), agreed to (L/6490):
"(a) invite the Director-General to approach the heads of the IMF and the World Bank, as a first step, to explore ways

to achieve greater coherence in global economic policy-making through strengthening the relationship of GATT with
other relevant international organizations; and

(b) request him to report back by 1 September 1989, and, in his report, to take into account the views, issues and proposals
raised in the context of the Negotiating Group.

A summary of the discussions held are contained in thc Dirwctor-General's report of 20 September 1989 to the CONTRACTING PARTIES,
document MTN.GNG/NG14/W/35.
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formally informed that the results of the Uruguay Round provide for certain formal relations between
them and the WTO. The terms of reference of the fonnal relations with the IMF and the World Bank
are stated or implied by the WTO Agreement and the Multilateral Trade Agreements.

For example, the formal relationship of GATT with the IMF derives primarily from the
provisions on balance-of-payments restrictions, in regard to which a close and long-standing institutional
relationship exists between GATT and the Fund. As a result of the Uruguay Round General Agreement
on Trade in Services, relations of the WTO and the IMF with respect to balance-of-payments restrictions
will need to be extended to include corresponding restrictions on trade in services. Also, contracting
parties of the GATT which were not members of the IMF have in the past either signed a special
exchange agreement with the CONTRACTING PARTIES, or been granted a waiver of indefinite
duration. Such matters will need to be reviewed, since as of the entry into force of the WTO, all waivers
will be time bound and existing waivers will be terminated.

The basis for cooperation with the WorId Bank is less straight-forward, as the World Bank
is not mentioned specifically in any of the Articles of the General Agreement. A relationship between
GATT and the World Bank is nevertheless implicit through Part IV of the General Agreement and
more specific in paragraphs 6 and 7 of Article XXXVI which state the need for collaboration between
the CONTRACTING PARTIES and, respectively, "the international lending agencies" and "the organs
and agencies of the United Nations system"; and in paragraphs 2(b) and (c) of Article XXXVIII which
provide that the CONTRACTING PARTIES shall "seek appropriate collaboration in matters of trade
and development policy with the United Nations and its organs and agencies" and, with a view to
promoting export potential and access to markets for developing countries, shall "seek appropriate
collaboration with governments and international organizations, and in particular with organizations
having competence in relation to financial assistance for economic development". In practice, relations
are mainly maintained on an informal basis.

Relations ofthe WTO with the IMF and the World Bank will however encompass a much larger
range of issues than in the past. Firstly, they are to cover coherence on global economic policy-making
as provided for in Article III:5 of the WTO Agreement which states that "with a view to achieving
greater coherence in global economic policy-making, the WTO shall cooperate, as appropriate, with
the International Monetary Fund and with the International Bank for Reconstruction and Development"
and in the Ministerial Declaration on Coherence. Secondly, relations between the institutions are also
implied through the Decision on Measures Concerning the Negative Effects ofthe Reform Programme
on Least-Developed and Net Food-Importing Developing Countries.³

In 1948, immediately after the entry into force ofthe General Agreement, the CONTRACTING
PARTIES and the Fund agreed, by means ofan exchange of letters, to an arrangement for co-ordination
and consultation. It would seem appropriate and timely to prepare revised arrangements covering
relations with both the IMF and the World Bank. This could take the form of an exchange of letters;
the letters should be sent by the Director-General of GATT to his counterparts in the IMF a e

¹Recently, in his report to the Development Committee in October 1994 in Madrid, the President of the World Bank noted that "Presen:
assessment indicates that the array of investment and policy-based lending in the Bank and the Fund are adequate to help countries reap
the potential benefits of the post-Uruguay Round world. Existing financing facilities also appear adequate to meet financing needs that may
arise in individual countries from the negative impactofthe Uruguay Round". The Managing Directorof the IMF stated at the same meeting:
"We are mindful of the possibility that some countries may experience transitional costs in the implementation of the Uniguay Round, due
to the erosion ofpreference margins and possible higherpricesforfood imports. We have established a work program to monitordevelopments
in individual countries carefully. Ifbalance-of-payments needs arise, the Fund stands ready to provide financial support for policy adjustments
under existing Fund facilities. in conjunction with support from donors. For a comprehensive structural reform agenda, our medium-term
facilities - the Extended Fund Facility and the Enhanced Structural Adjtstrnent Facility -- seem particularly well suited."
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World Bank¹. The ideal timing would be after the Implementation Conference but before the entry
into force of the WTO, so as to ensure that relationships are operational as from the WTO's entry
into force.

2. Global Coherence and Consistency of Recommendations

The 1989 Report of the Director-General noted that while there may be inconsistencies iii
international economic policies, policy co-ordination begins at home. The most direct way for national
trade and finance ministries to ensure the coherence of policies lies in co-ordinating the efforts of
ministries in their own capitals. Nevertheless, the Report notes that efforts to promote co-ordination
at the international level should serve as a stimulus to governments to achieve closer co-ordination
of policies at the national level. At their 1989 meetings. the three Heads of the organizations agreed
on the need to exchange views on a continuing basis and to help draw the attention of their constituents
in the trade and financial communities to policy interlinkages. Regular contact between the Heads
and staffs of the IMF and World Bank, on the one hand, and the Head and Secretariat of GATT on
the other, should also help to alert each side to national trade, financial and monetary developments
that may have an impact on the economic and trade interests of other countries.

While specific proposals were not adopted during the Uruguay Round, Ministers reaffirmed
their decision to pursue matters related to coherence in global economic policy-making. This is stated
in the WTO Agreement itself, which defines the achievement of greater coherence in global economic
policy-making as one of the five functions of the WTO, as well as in the Ministerial Declaration on
Coherence. In addition to calling for greater cooperation between the WTO and the two Bretton Woods
institutions. the mandates deriving from the WTO Agreement and the Ministerial Declaration on
Coherence:

- invite the Director-General of the WTO to review with the Heads of the World Bank
and the International Monetary Fund the implications of the WTO's responsibilities
for its cooperation with the two organizations, as well as the forms such cooperation
might take with a view to achieving greater coherence in global economic policy-making:

- invite the three organizations to follow consistent and mutually supportive policies,
taking into account the interlinkages between the different aspects of their mandates
and areas of activities; and,

- call on the WTO to pursue and develop cooperation with the Bretton Woods institutions
while respecting the mandate, the confidentiality requirements and the necessary
autonomy in decision-making procedures of each institution, and avoiding the imposition
on governments of cross-conditionality.

During the discussions leading to this result, many countries consistently attached great
importance to the avoidance of cross-conditionality; this remains a fundamental concern in any
interaction between the WTO and the two Bretton Woods institutions.

(i) Global Coherence oftrade, finance and monetary policies, while receiving considerable
attention in the Uruguay Round negotiations and results, was never defined nor was its scope clearly

³In this instance. the GATT Director-General will be acting as the future ad-interim Director-General of the WTO, in accordance with
Article XVI:2 of the WTO Agreement which states that "To the extent practicable, ... the Director-General to the CONTRACTING PARTIES
to the GATT 1947, until such time as the Ministerial Conference has appointed a Director-General in accordance with paragraph 2 of Article
VI of this Agreement, shall serve as Director-General of the WTO".
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established. The substance ofwhat constitutes the interlinkages of trade, monetary and finance policies

therefore needs to be further discussed and all relevant issues identified. Some areas have been identified.

Coherence in trade and finance policies relates, inter alia, to the need for the three institutions to identify

difficulties in the external account of a country that may result from the implementation of the Uruguay

Round results and to work towards resolving the difficulties.4 Similarly, coherence on the trade-money

linkage may refer to an improved collective interface on the causal relationship, in both directions,

between exchange rates and trade performance and policies.

Apart from the substance of the interlinkages, the manner in which they are to be dealt with

requires consideration. For example, this could be through the Heads and the staffs of the three

institutions cooperating in accordance with their respective mandates either bilaterally or trilaterally.

Cooperation could also be between the governing bodies of the organizations at the Ministerial and/or

Permanent Representative/Executive Director levels.

The Director-General's 1989 discussions with the Heads of the IMF and World Bank on bringing

together Trade and Finance Ministers to encourage development of more coherent policies suggested

that, at that time, possibilities of joint Ministerial meetings appeared to be limited (see Annex 3 for

a description of Ministerial involvement in the IMF and World Bank). It seemed difficult to see how

the meetings of Finance Ministers in the IMF's Interim Commitee, the World Bank/IMF's Development

Committee, and the (plenary) Annual Meetings of the IMF/World Bank Boards of Governors, could
be combined with meetings with Ministers responsible for GATT. The possibility of finding a way
to create a fully representative Ministerial group in the GATT, ofanalogous size to the IMF/World Bank

Committees, was discussed in the FOGS Group, and could perhaps be reconsidered.

(ii) Consistency and mutual support in policies from each of the organizations was another

matter which Ministers referred to specifically in the Uruguay Round results. This may be linked
to a perceived lack of consistency which in specific instances has arisen between trade policy

recommendations made by the Bretton Woods institutions and the GATT system of obligations.

While the thrust of trade reforms under programmes supported by the IMF and World Bank
has been towards liberalization, it would be useful that the WTO Secretariat be given the opportunity
to comment on trade policy reform programmes before they are formalized. The WTO Secretariat
could consult if and when appropriate, and under suitable guidelines, in the light of the country's
commitments under the WTO. The specific modalities to put this into effect need to be examined and
reflected upon, in the GATT/WTO itself and with the Bretton Woods institutions. As noted above,
a paramount criterion guiding any such interaction clearly will be the avoidance of cross-conditionality.

3. Strengthened Cooperation between WTO, IMF and World Bank at Staff Level

The Marrakesh Agreement Establishing the WTO calls for strengthened ties between the WTO

and the two Bretton Woods institutions, over and beyond the formal arrangements referred to in section 1
and the coherence and consistency as presented in section 2 above. A number of ideas that have been

considered in the FOGS Group or in staff contacts - which take into account the different roles and
character of each organization - are identified and briefly commented below (see Annex 1 on relevant
discussions in the FOGS Group, and Annex 4 for a note on the roles of the institutions). Some of
these may well be covered in subsequent formal Agreements with the Bretton Woods institutions, in
addition to those arrangements described in section 1 above, while others can best be developed
informally.

¹The Heads of the World Bank and the IMF have recently stated (see reference above) the readiness of theirinstitutions to befully supportive
in this respect.
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(i) Documentation and data

GATT, the IMF and the World Bank already exchange a great deal of information. Most official

documents of GATT are available to the IMF and World Bank staffs. The GATT secretariat receives

many unpublished reports and other documents from the IMF and Bank; data bases maintained in

each organization are also ofmutual interest. Requirements governing the transmission of confidential
information set limits on what the three orgarnizations can share.

(ii) Research and staff exchanges

Proposals in the FOGS Group included increased cooperation through the sharing of research

efforts and exchange of staff members. Both suggestions were favourably received. Concerning

research, one suggestion was that the three organizations could produce a biennial joint report on

coherence between trade, monetary and financial policies, and another that theyjointly analyze specific

problems of interdependence among policies, with each organization analysing the question from its

point of view. It was suggested that there could be cooperation in the preparation of trade projections

and joint research projects on subjects of common interest.

(iii) Staff contacts

It has been proposed that staff contacts be increased at all levels. Regular meetings of staff

of the three organizations, both bilaterally and trilaterally, could be held. This could be, for example,
at least annually at the level of Deputy Heads or appropriate senior management reporting to the Heads

of the three institutions, accompanied by senior staff responsible for major relevant areas. This

suggestion has been recently pursued by senior staff of the three organizations at the Madrid Meetings
of the World Bank and International Monetary Fund, where it was agreed that such meetings should
be initiated in the early part of next year and followed by regular periodic meetings. Such meetings
could provide a forum for the examination of matters of common interest. Closer contacts in specific
activities could also be envisaged, such as exchange of appropriate data and information in the preparation
of Trade Policy Review reports.

(iv) Joint execution of technical cooperation projects

Some countries, and especially the least-developed, have a need for a strengthened capacity
to conduct trade policy. GATT itself has for many years been providing assistance for this purpose
both through its training programmes in trade policy and its technical assistance activities (national
and regional seminars, technical missions, provision of data on trade flows, etc.). According to the
Report by the Director-General mentioned above. the Bank, which regards institution-building as an
important element in its lending, stood ready to finance technical assistance to build up the capacity
of governments to comply with WTO mules and to analyze multilateral trade policy issues. In this respect,

there is scope to further consolidate this shared interest by establishing joint technical cooperation
projects.5

(v) Reciprocal representation

The IMF and World Bank already have observer status in virtually all official meetings ofGATT
bodies. They are also invited to follow certain meetings of a negotiating character. The future regular
Ministerial-level meetings of the Ministerial Conference will offer particularly suitable occasions for
interventions by the IMF and World Bank Heads. The Director-General of GATT is able to attend

5One current example is the execution by the GATTSecretariat ofa World Bank project to assista contracting party establishing a structure
for safeguard, anti-dumping and countervailing duty investigations.
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the meetings of the Interim and Development Committees. As from this year, the GATT has observer
status at the Annual Meetings of the IMF and World Bank.

(vi) Establishing a WTO liaison office in Washington D. C.

The possibility of establishing a Washington office of the GATT has been discussed at various
times since the creation of GATT. It was, for example, discussed in the FOGS Group, with limited
enthuslasm. Its usefulness would largely depend on the access the WTO representative would have
to meetings of the IMF and World Bank.

4. Action Required

With respect to priorities for early action to be assigned to the various issues indicated in
sections 1-3, it is clear chat the area that calls for immediate attention is the one described under the
heading ofNew Formal Relations. As noted, the ideal timing to deal with the formalization of relations
arising directly out of the Uruguay Round results would be after the Implementation Conference but
before the entry into force of the WTO.

The next order of priority for early action could be assigned to strengthening the cooperation
between the WTO, IMF and the World Bank at the staff level. In fact, consideration of a number
of the issues identified above is already under way as a result of continuing contacts between the Heads
and staffs of the three institutions - most recently at the Annual Meetings of the World Bank and IMF
in Madrid earlier this month - and this work should proceed. Some of the initiatives aimed at
strengthening the ties between the three institutions can be dealt with by the Secretariats. Others would
require consideration by governments as they may, for example, have budgetary or political implications.
While such matters can also be addressed immediately by Governments, they should first be clearly
identified before any action can be proposed.

As noted above, no specific proposals were adopted in the Uruguay Round to meet the objectives
ofcoherence and consistency in policy recommendations, although Ministers re-affirmmed their decision
to pursue these matters. Specific initiatives could therefore now be developed. While issues should
be discussed in the immediate. a longer time period would be envisaged for the carrying out of any
such action to fulfil the mandate of the WTO.
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ANNEX 1

The FOGS Group: Uruguay Round Discussions on GATT Cooperation with the IMF
and the World Bank and Greater Coherence in Global Economic Policy-Making

The Punta del Este Declaration which launched the Uruguay Round had as a central objective -

"to ... increase the responsiveness of the GATT system to the evolving international economic
environment, through ... enhancing the relationship oftheGATT with the relevant international
organizations..." and "foster concurrent cooperative action at the national and international
levels to strengthen the inter-relationship between trade policies and other economic policies
affecting growth and development, and to contribute towards continued, effective and determined
efforts to improve the functioning ofthe international monetary system and the flow of financial
and real investment resources to developing countries".

Within the Uruguay Round negotiating structure, the Functioning ofthe GATT System (FOGS)

negotiating group was given as negotiating objective "to increase the contribution of the GATT to
achieving greater coherence in global economic policy-making through strengthening its relationship
with other international organizations responsible for monetary and financial matters".

In the preamble to the Montreal decision on FOGS6, Ministers stated as a "general orientation"
for improved institutional relationships that these "can be developed so as to promote a dialogue, within
the sphere of competence of each institution, to facilitate policies and actions which enhance the

complementarities that exist between them so as to improve the coherence of global economic policy-
making".

The proposals made in the FOGS Group followed two approaches. One emphasized the substance
of present problems of lack of coherence in global economic policies and in economic policies at the

national level. and thus called for discussion of the policy prob!ems themselves as a first requirement

for any action. The other approach focused on practical arrangements to strengthen the relationship
between GATT and other international organizations responsible for monetary and financial matters;
in particular, the International Monetary Fund (IMF) and the World Bank.

This Annex provides background to the discussions held during the Uruguay Round on coherence
in global economic policy-making and on strengthening the relationship between the GATT, the IMF

and the World Bank by addressing the various elements discussed by delegations in the FOGS Group.
It summarises the discussions held in the FOGS Group, but it does not in any way assign priority to

the issues addressed, or comment on their relevance in the present circumstances. While the issues
addressed were extensive and in some cases far reaching, all substantive discussions were held prior

to 1990. Similarly, while the outcome of the discussions between the Heads of the GATT, IMF and

World Bank are reported on (in the light of the report of the Director-General to CONTRACTING
PARTIES), the views expressed are not in any way intended to represent the current thinking of

governments, the Heads of the institutions or the Secretariat.

6See .TN.TNC/7(MIN), page 34.
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1. Lack of Coherence in Policies

From 1986 to 1990, the FOGS Group provided a forum for governments to identify the
"contradictions" or "inconsistencies" which may exist between the objectives of monetary, financial

and trade policies. The broad inconsistencies which governments identified at the time included7:

(i) the simultaneous deployment of international efforts to overcome the debt problem
and of trade measures that limit the opportunities of the indebted countries to pay their
way through export earnings;

(ii) the extension to developing countries of structural adjustment loans which favour

measures to reduce, inter alia, the anti-export bias of their economies at the same time
that limitations are applied on market access for their exports;

(iii) exchange rate fluctuations which inhibit trade liberalization because ofthe uncertainties
which they generate regarding conditions of competition; and,

(iv) the reliance by governments on trade restrictions to resolve economic difficulties for
which the proper medium or long-term remedy lies in adjustments in macroeconomic
policies.

As regards issues directly linked to the operations of GATT and the international financial
institutions, governments identified:

(a) a need for procedures by which developing countries reducing their levels ofprotection
in the context of IMF or World Bank programmes could obtain, in return for these
market-opening efforts, concessions in GATT negotiations from their trading partners;

(b) a need for assurance to developing countries that if they join in multilateral efforts
to liberalize trade they can count on support to overcome financial pressures which
may arise while their economies adjust to the trading shifts which follow;

(c) in certain instances, a perceived lack of consistency between trade policy
recommendations made by the World Bank in the context of lending programmes and
GATT requirements; ard,

(d) more generally, the roles of the GATT, the IMF and the World Bank in assisting
governments to achieve a better coherence of their policies at the national level, as
a precondition for a better global coherence of economic policies.

2. Contribution to Greater Coherence involving Ministers

A fact which was generally accepted in the FOGS Group was that greater coherence starts
at the national level, and that governments should encourage increased cooperation between different
ministries.

Proposais in the FOGS Group included regular discussions between trade and finance Ministers
to encourage greater coherence ofeconomic policies internationally in order to improve the international

7This section of the document draws on the report of20 September 1989 (referred to above) by the Director-General to the FOGS Group,
document - TN.GNG/NG14/W/35.
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environment for trade liberalization. It was suggested that in addition to broad exchanges of views
on policy trends, such meetings between GATT Ministers and Ministers responsible for the Fund and
Bank might provide a source of political leadership for initiatives on achieving greater coherence in
global economic policy-making. It was reasoned by a number ofdelegations that any future institutional
arrangements could be based on arrangements similar to those for Ministerial-level meetings existing
in the IMF and the World Bank. Under the IMF and World Bank arrangements, Ministers from all
member countries take part in the Annual Meetings of the Boards of Governors, and Ministers from
smaller but representative groups of countries take part in the meetings ofthe IMF's Interim Committee
and the IMF/World Bank joint Development Committee.

3. Contribution to Greater Coherence through strengthened Cooperation between GATT, IMF
and the World Bank

In accordance with the mandate referred to above, discussions at senior level took place in
the period from May to September 1989 between the GATT Secretariat and the staffs of the IMF and
World Bank, both in Geneva and in Washington. The Director-General of GATT also had meetings
with Mr. Michel Camdessus, Managing Director of the IMF, and Mr. Barber Conable, at that time
President of the World Bank. The views and proposals put forward in the FOGS Group regarding
a strengthened relationship between GATT and the other two institutions provided the basis for these
discussions.

The results of the discussions were summarized in a report by the Director-General of GATT
to the FOGS Group (see MTN.GNG/NG14/W/35). The relevant aspects include:

(i) The international context of trade liberalization

According to the Director-General of GATT, there was a virtual identity of view among the
Heads of the Organizations about the interconnections between trade policies on one side, and financial
and monetary policies on the other. The Heads of the IMF and World Bank underlined the risks that
resort to protection poses for attempting to resolve debt servicing problems and for successful structural
adjustment. The Director-General drew attention to the concern of those in charge of trade policies
with the impact of currency instability on business planning and investment, as well as on the process
of trade liberalization.

(ii) Links between national trade policy and the multilateral process of trade liberalization

Many of the specific proposals made in the FOGS Group for closer GATT cooperation with
the IMF and World Bank recognized that each of the three institutions had a legitimate concern about
areas of policy which fell mainly within the field of responsibility of the others. The Director-General
of GATT and the Heads of the IMF and the Bank agreed that they should strengthen their cooperation
to ensure that trade reforms under IMF and World Bank programmes should be prepared with full
consideration of the requirements of the GATT; that in supporting trade programmes, current and
prospective problems in international trade relations were taken into proper account; and, that they
should assist governments to obtain recognition in GATT for the reforms they have undertaken. To
this end, the three institutions should intensify their contacts at the working level to ensure that IMF
and World Bank staff are more fully aware ofGATT rules, and that GATT staff were better informed
of the trade policy content of programmes supported by the IMF and Bank.
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(iii) Multilateral resources available to support the process of trade liberalization

The Managing Director of the IMF indicated in his meetings with the Director-General of GATT
that the IMF already provided financial support for trade liberalization measures adopted by members
in the context of its overall programmes, and had special facilities to deal with various contingencies
including temporary shortfalls in export earnings and excesses in cereal import costs. The President
of the World Bank assured the Director-General of its readiness to consider financing adjustment needs
resulting from the Uruguay Round; in particular, those arising for a country as a result of undertaking
significant tariff reductions, or from the need to encourage a supply response in food-importing countries
affected by higher world prices for previously subsidized agricultural products.
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ANNEX 2

Heads of Delegation Meeting
Sub-Committee on Institutional, Procedural and Legal Matters

6 October 1994

Statement by the Director-General

The Marrakesh Agreement Establishing the World Trade Organization defines the functions
ofthe WTO. One of its five functions is to achieve greater coherence in global economic pol icy-making.
To this effect, the WTO is to cooperate, as appropriate, with the IMF and the World Bank. Similarly,
the Ministerial Declaration on the Contribution of the WTO to Achieving Greater Coherence in Global
Economic Policy-Making, directs the Head of the WTO to pursue and develop cooperation with the
international organizations responsible for monetary and financial matters. Additionally, relations with
the IMF and the World Bank are also mentioned in the Decision on Measures Concerning the Possible
Negative Effects of the Reform Programme on Least-Developed and Net Food-Importing Developing
Countries.

I have in the past twelve months met on various occasions with the President of the World
Bank and the Managing Director of the IMF. On Tuesday of this week, I returned from the Annual
Meetings ofthe World Bank and IMF in Madrid where these contacts were further pursued. Mr. Seade
also held high level discussions with representatives of these institutions. I would like to report to
you the outcome of these meetings in the light of the mandate given to the WTO to cooperate with
the World Bank and the IMF.

Before I go into any detail, I would say that the most important outcome of the meetings held
to date has been that the types of issues that are to be dealt with have been clarified.

It would appear to me that the issues to be addressed can be classified into four groups as follows.

First, the formal relationship of the GATT, now of the WTO, with these institutions will change
as a result of the Uruguay Round, over and beyond the mandates specifically calling for closer
cooperation. For example, the relations with the IMF with respect to balance-of-payments restrictions
will be extended through the provisions of the General Agreement on Trade in Services. After the
creation of GATT, arrangements for cooperation, consultation and co-ordination were made with the
IMF by means of a formal exchange of letters indicating the specifies of such relations between GATT
and the IMF. Their content will need to be reviewed in the light of the Uruguay Round results and
complemented as necessary. These should be sent by the Director-General ofGATT immediately after
the Implementation Conference, but before the entry into force of the WTO.

Second, at the very operational level, and to fulfil the mandate for greater cooperation, the
Secretariats should start work towards strengthening their ties in order to periodically exchange views
and information and avoid duplication of work. A number of possibilities have been discussed in the
past and were further pursued in Madrid. There was a broad recognition that it would be an advantage
to increase staff contacts at all levels; thus, it would seem appropriate that to achieve the objective
of closer cooperation, regular meetings of the staffs of the three organizations, both bilaterally and
trilaterally, should be held. This could be, for example, at least annually at the level of Deputy Heads
or appropriate senior management reporting to the Heads of the three institutions, accompanied by
senior staff responsible for major relevant areas. Other examples include the exchange of research
and information, or even the exchange of staff members for fixed periods of time, such as six months
or one year, in order to have first-hand experience with the working environment of the other institutions.
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An understanding of what could be done to avoid duplication and achieve greater cooperation could
be drawn up between the Secretariats, and terms of reference could be agreed to. This, of course,
would be quite different to the formal responsibilities that follow from the Uruguay Round which I
have already referred to.

Third, because of the interlinkages between the different aspects of the mandates and areas
of activity of the three institutions, the Declaration requires that they follow supportive and consistent
policies. In particular, appropriate mechanisms should be established to ensure that policy reforms
undertaken in the context of IMF and World Bank programmes do not result in measures which are
inconsistent with WTO obligations. The objective of the mechanism would be to ensure consistency,
while, as specifically mentioned in the Ministerial Declaration, and I underline, avoiding the imposition
of cross-conditionality.

Fourth, Ministers invite the Director-General of the WTO to review with the Heads of the
other institutions the implications of how the three organizations should relate and cooperate with a
view to achieving greater coherence in global economic policy-making, concerning the interface of
trade, finance and money matters. While this mandate is given to the Director-General of the WTO,
and therefore would only be operational after 1 January next year, any such initiatives require careful
preparation.

In this respect, in my exchanges with the respective Heads of the Bretton Woods institutions,
I have set the ball rolling in terms of encouraging them to start thinking, as we need to do ourselves,
on the kinds of initiatives that might be explored. One initial and constructive example to this effect
was provided during the recent meeting of the Joint Development Committee of the WB and IMF.
Mr. Camdessus specifically referred to the readiness of his institution to monitor developments in
individual countries carefully. as they adjust to the new trading environment that will follow the
implementation ofthe Uruguay Round results, and to provide financial support ifand where appropriate.
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ANNEX 3

Institutional Arrangements for Ministerial Involvement
in the Work of the IMF and the World Bank

The Board of Governors of the Fund "consists of one Governor and one Alternate appointed
by each member in such a manner as it may determine".8 In practice, the Governor is typically the
Minister of Finance of the country concerned, and the Alternate is the Head of its central bank. Members
of the Board of Governors of the World Bank. defined identically9 to the Governors of the Fund, may
also be the same persons as for the Fund, although Ministers responsible for development questions
are often appointed instead. The Boards meet concurrently each autumn, usually over four days. The
majority of meetings are held in Washington D.C., the headquarters of both organizations, but every
third year they are generally held, by invitation, in another member country.

Between the Annual Meetings of the Boards of Governors, responsibility for the conduct of
the operations of each organization is vested by its Articles10 in a Board of Executive Directors (at
present twenty four). Some Executive Directors are appointed by the governments which (in the case
of the Fund) are its largest quotaholders or contributors or (in the case of the Bank) are its major
shareholders; the remainder are elected by the other governments. The elected members each represent
a "constituency" of countries, so that ail member countries, either directly or indirectly, have a voice
through an Executive Director. While Executive Directors are not Ministers, the structure of the
Executive Boards has been replicated in the make-up of the more recently established Ministerial-level
Interim and Development Committees.

The interim Committee of the Board of Governors of the International Monetary System was
established by Resolution of the Board ofGovernors of the IMF in October 1974." As its title indicates.
it was set up as an interim and advisory body, pending an envisaged amendment of the Fund's Articles
of Agreement to establish "a permanent and representative body with appropriate powers". It advises
and reports to the Board of Governors with respect to the Board's functions in supervising the
management and adaptation of the international monetary system, considers proposals by the Executive
Directors to amend the Articles of Agreement, deals with sudden disturbances that might threaten the
system, and advises and reports on any other matters on which the Board may seek its advice.

The Joint Ministerial Committee ofthe Boards of Governors ofthe Bank and the Fund on the
Transfer ofReal Resources to Developing Countries, generally known as the Development Committee,
is, as its formal name indicates, a joint body of the Bank and the Fund. Established, like the Interim
Committee, in October 197412, its terms of reference require it to maintain an overview of the
development process, to advise and report to the Boards of the Bank and Fund on the transfer of real

resources to developing countries, to make suggestions for the implementation of its conclusions, and
to review progress in fulfilment of its suggestions.

8Articles of Agreement of the International Monetary Fund. Article XlI:2.

9Articles of Agreement of the International Bank for Reconstruction and Development, Article V:2.

10Article X11:3 for the Fund and Article V:4 for the Bank.

¹¹Sec Summary Proccedings of the IMF Annual Meeting, 1974. pp. 364-367.

¹²The Resolution establishing it, approved by the Boards of both the Bank and the Fund, is in IMF, Summary Proceedings. 1974. pp.
367-372. An account of the Committee's work is given in The Development Committee: Its first ten years. Washington D.C.. 1984.
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There are miner differences in both the composition and procedures of the two Committees
(for instance, Interim Committee members are to serve "until a new appointment is made", whereas
Development Committee members are "appointed in turn for successive periods of two years by the
members of the Bank and the members of the Fund"). The main features, however, are identical.
Members of both are to be Governors of the parent institution, Ministers, or of comparable rank, and
in practice many Ministers are members of both Committees. Membership parallels that of the Executive
Board, with each government that appoints an Executive Director having the right to appoint a member
of the Committee concerned, and each group of governments which elects an Executive Director
appointing a member of the Committee to speak for that constituency. As up to seven associates can
be appointed for each member, ail governments which are members ofconstituencies have the possibility
of participating in the meetings. The two Committees have developed a practice of meeting partly
in formal session and partly informally; in the latter case observers may or may not be admitted.
Each Commitiee generally holds two one-day meetings a year: once in the Spring, and again immediately
before the Annual Meetings of the Fund and Bank Boards of Governors in the autumn. They can meet
more frequently if necessary.
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ANNEX 4

A Background Note on the Relative Roles and Natures of the GATT. IMF and World Bank¹³

Any fruitful discussion of possibilities for strengthened relationships between GATT, the IMF
and the World Bank must take account of their differing roles and character. Even at the risk of over-
simplification, it seems worthwhile to underline some of these differences.

The GATT is both a contract - the General Agreement and related undertakings - and an
institution. As an institution, its principal tasks are to ensure respect of the contract, and to offer a
multilateral framework for negotiations on international trade issues. In looking at the trade policies
and practices of individual governments, its central concern is with their impact on the multilateral
trading system as a whole. The GATT secretariat's role is to service the institution's efforts to ensure
that the GATT rules and commitments are respected and that the trade policies of governments are
kept under review, and to give substantive support for negotiations among governments on trade policy
questions. Ministerial involvement in GATT work has in the past been intermittent and adhoc in nature:
this situation has changed following the Mid-Term decision to hold Ministerial-level Sessions of the
CONTRACTING PARTIES every two years14. The Ministers concerned in providing policy guidance
to GATT differ considerably from country to country in their positions in government: responsibility
for trade policy (as distinct from export promotion) rests sometimes with trade ministers, sometimes
with economy, foreign or finance ministers, and almost always touches on the interests of other
departmental ministers as well.

The IMF is concerned with the impact of national policies on the international monetary system
of which it is the guardian, and on other countries as well as with the global economic environment.
But in addition. and to a much greater extent than has up to now been the case for GATT, it is involved
in the policies of its individual member countries. Its responsibilities as regards these countries are
centred on the short- and medium-term. The IMF is also more operational in character than GATT,
particularly in the sense that its staff and Executive Directors are largely engaged in consultations or
negotiations with individual governments on the structure and management of national economic policies.
The IMF is answerable to a governing body make up principally of finance ministers and central bank
governors.

The operations of the World Bank, to a much greater extent than those ofGATT and the IMF,
are directed towards the developing world. Its lending, like the development programmes for which
its loans are made. is long-term. Like the IMF, and unlike GATT, it is essentially an operational
institution, whose staff and Executive Directors are largely engaged in working with individual
governments. It is answerable to a governing body consisting mainly of finance and development
ministers and central bank governors.

The World Bank has resident representatives in many countries; the IMF in several. GATT
has none: all its activities are served from its headquarters in Geneva.

One special feature ofGATT arises from the fact that some major trading countries have gone
much further in integrating their trade policies than they have in the financial and monetary areas.
Because they have a common external trade policy, the twelve members of the European Community.

13This Annex draws on document MTN.GNG/NGC14/W/35.

`Now superseded by the creation of the WTO's Ministerial Conference.
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accounting for a large proportion of world trade, are represented in GATT by the European Communities
Commission. In the IMF and the World Bank, the twelve countries are represented individually.

Against these differences, however, must be set large areas of common concern. The work
of all three institutions is deeply affected by what happens in the field of responsibility of the others,
and particularly by issues of the kinds mentioned above. Each is inevitably drawn to see its own activities
in the context of the work of the others.

These linkages are inescapable at the levels of both international and national policy.

In the case ofGATT, the CONTRACTING PARTIES have year by year been drawn increasingly
to examine in their annual sessions how trade policies - and thus the rights and obligations of individual
countries under the General Agreement - interact with the evolution of international monetary, financial
and other economic policies. This interaction has been tracked over the years in the GATT secretariat's
annual report on international trade. The twice-yearly special sessions of the GATT Council have
necessarily placed international trade policy developments in their macroeconomic context; the same
is true for the annual global review of trade policy introduced in the Council as part of the new Trade
Policy Review Mechanism.

Nor can GATT ignore the monetary and financial policies of individual contracting parties
when these policies are critical to an assessment of national trade policy. Such assessment is central
to the procedures forconsultations with contracting parties invoking the balance-of-payments provisions
(Articles XII and XVIII:B) of the General Agreement.15 The Trade Policy Review Mechanism widens
GATT's need for background information about national macroeconomic policies, even though the
review assessments focus on trade policies as such.

From their side, the IMF and World Bank, through the Ministerial-level Interim and Development
Committees and through statements and reports of their executive heads and staffs, have frequently
spoken out about the effects of inappropriate macroeconomic and structural policies in generating demands
for protection and about the dangers which misguided trade policies, and particularly protectionism,
pose for the effective operation of monetary and financial policy. Both the IMF and the World Bank
are also heavily engaged in advising their individual member governments on those aspects of trade
policies which have an impact on economic policy as a whole.

In the case of the IMF, all its member governments are subject to regular and searching reviews
of their policies under the terms of Article IV of the IMF's Articles of Agreement. In addition, when
the IMF makes resources available to a member country facing balance-of-payments difficulty, it is
concerned that that country should follow macroeconomic and structural policies which will help to
correct the problems encountered, and will usually set specific policy conditions to this end. Review
of trade policies is an integral part of Article IV consultations. In IMF-supported programmes, trade
policies generally constitute an important element of the policy package. All programmes have a standard
"standstill" clause on avoidance ofnew, or intensification ofexisting, import restrictions for balance-of-
payments purposes. and many programmes incorporate trade reform and liberalization. Policy
commitments of the member in this (and other) respects are usually monitored through selected
performance criteria, benchmarks, or review clauses. In some cases, trade liberalization measures
are implemented as prior actions before the programme is approved by the IMF Board. Moreover,
the trade policies of the member country's trading partners are of obvious relevance to its prospective
export earnings.

15In these consultations, the IMF has an established status, based on the provisions of Article XV, as the source of specific findings
and determinations.
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In the case of the World Bank, trade policies are an important focus of its structural adjustment
loans. Trade policies, both of the borrowing country and of its trading partners, are also relevant to
project loans by the Bank, where these are directed to export-oriented or import-competing projects.

These differing roles, but shared concerns, shape the response which the IMF, the World Bank
and GATT itself can make to the specific proposals put forward in the FOGS Group for closer
cooperation.


