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BUDGET ESTIMATES FOR 1953

ADDENDUM

Supplementary Note by the Executive Secretary

I. Income Budget

1. In each of the last two financial years it has been possible
to maintain the total contributions at a level substantially lower
than the total expenditure estimates as a result of a transfer of
part of the cash surplus of the preceding financial year. The cash
reserve has thus been used as a kind of Contribution Equalizing Fund,
and this practice has enabled the Contracting Parties to absorb sub-
stantial non-recurrent expenditure while avoiding fluctuations in the
level of contributions.The 1053 Budget, on the ether hand, does
not include substantial non-recurrent expenditure, and it would be
advisable to cover in full by current contributions and miscellaneous
income the expenditure of that year which amounts to a figure sub-
stantially less than the estimates for previous years.

2. On the basis of the present membership and on the assumption
that Korea, the Philippines and Uruguay will become contracting par-
ties in 1953 and will be assessed for that year, the adoption of the
principle set forth above would involve a slight increase in the unit
of contribution which would amount to $3,000, as compared with
$2,650.43 in 1950 $2,687.25 in 1951, and $2, 669.25 in 1952.

3. The 1953 expenditure would then be covered as follows:

Income Budget Dollars

1. 1953 contributions: 117 units at $3,000 . . . 351,000
2. Miscellaneous income . . . . . . . . . ... . 2,650

353,6 0

4. The miscellaneous income covers all income other than contri-
butions such as the net proceeds of the sale of publications, interest
on investments and bank accounts, profit (or loss) on exchange and
reimbursement for services rendered to other organisations. It is
proposed to reduce slightly this estimate, as compared with the 1952
figure of $7,000 in order to take into account the probable reduction
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in the exchange profits resulting from conversion of dollar assets
into Swiss Francs

II. 1952 Surplus

5. As indicated in the Financial Reports for 1951 and 1952, the
volume of outstanding contributions and other receivables is grow-
ing to a level not far from $100,000 and 10 to 15 per cent of the
current contributions are usually not received before the end of
the financial year. In those circumstances, it would be appro-
priate to continue the arrangement adopted in previous years and to
provide the Executive Secretary with a cash reserve to finance
approved expenditure pending the receipt of contributions. It is,
therefore, suggested that the 1952 cash surplus at 31 December 1952,
as well as contributions for 1952 outstanding on that date and other
receivables be transferred to the reserve set up on 27 November 1950.

III. Allocation of the Funds accumulated in the Reserve as at 31 December
1951

6. The appended note by the Executive Secretary on the arrange-
ments made between the Contracting Parties and the ICITO for the
repayment of services rendered contains practical suggestions which,
if they commend themselves to the Contracting Parties, will deter-
mine the allocation of funds accumulated in the Reserve as at
31 December 1951.
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ARRANGEMENTS MADE BETWEEN THE CONTRACTING PARTIES
AND THE ICITO FOR THE REPAYMENT OF SERVICES RENDERED

Note by the Executive Secretary

I.Arrangements made to repay services rendered by ICITO

1. Secretariat services for the Contracting Parties have from the beginning
been provided by the Secretariat of the Interim Commission for the Interna-

ational Trade Organization against reimbursement. Since 1951 the Contracting

Parties have budgeted in detail for their expenditure and provided resources

to meet their charges in full. Prior to that date, however, reimbursement

was made to ICITO according to a formula agreed upon with the latter.

2. The first arrangement was concluded in September 1948 (see GATT/CP.2/41);
it provided inter alia that the Contracting Parties would pay 10 per cent of the
personnel budget of the ICITO secretariat for periods between sessions and

50 per cent of that budget during sessions. This arrangement applied from

16 August 1948 to 31 December 1948. In 1952, the Contracting Parties also

repaid the expenses of the Second Session held in 1948 on the same basis.

3. This arrangement was revised in July 1949, and the Contracting Parties

agreed "to repay to the ICITO all the charges incurred on their behalf during

the year 1950". To achieve that object, the following formula was adopted:

"Although it is difficult to foresee at the present time how the work done by
the Secretariat of the Contracting Parties will compare with the work done for

ICITO, it would seem fair, on the basis of past experience, to ask the Contrac-

ting Parties to contribute 50 per cent of the ICITO personnel charges during

the period between sessions and 90 per cent during the sessions." (BUDGET/3
Rev. 1. Para. 7)

II. Practical result of these arrangements
4. In practice, these arrangements which were based on the assumption that

the ICITO would have a substantial programme of work in connection with the

preparation of the first ITO conference did not work as contemplated. Instead

of covering all expenditure incurred on behalf of the Contracting Parties, the

repayments made by them in 1950 to ICITO covered less than 3/4 of this
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expenditure. This may be illustrated by the fact that the Contracting Parties

estimated their share in the staff expenditure at about $ 90,000 on the basis

of a total ICITO staff expenditure of $130,000. As there was practically

no ICITO activity in 1950, the staff was less numerous than contemplated and

was almost exclusively engaged on GATT work. Staff expenditure amounted only
to $ 90,000 and was identical with the amount for which the Contracting Parties

would have been liable under the percentage arrangements. The Contracting

Parties in fact only paid $ 60,000 whereas ICITO had to bear the cost of the

remaining $ 30,000.

5. As regards 1948/49, the payment made by the Contracting Parties was

admittedly of the nature of a token payment and covered only a small fraction

of the expenditure incurred on their behalf.

6. The following table shows how the cost of the combined ICITO/GATT

activities was covered by resources provided by the Contracting Parties, by

casual income of ICIT0 and by advances of the UN Working Capital Fund:

Combined Coverage by
Expenditure Repayments by ICITO casual Advances fromICITO/GATT Contracting income UN Working

Parties Capital Fund
including~~including.
casual income

Apl/Dec '4 .51,449,17 13,., 566,70_ 4-37 882,47
19498 829,482,10 428,398..0 8,067.25 393,01605

1950 710,58112 513,890.27 15,480.99 181,209 86

TOTA.L 1,991,512..39 955,85577 23,54824 1,012,108.38
1951 __ 6,397.53 1,005,728.85

952 --- . 77,082.80 85386 927,792.19

1,991,512.39 1,032,938..57 30,781.63 or $26,773,87
1.-- .I _
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7. In effect practically all ICITO activities during 1948/50 were devoted
to the servicing of the Contracting Parties, but the Contracting Parties only
paid about half of the expenses incurred during that period.

8. In the result the ICITO has been placed in a difficult position vis-a-.
vis the General Assembly of the United Nations which authorised advances out
of the United Nations Working Capital Fund to finance the Inteimr CmmissionoAmplob
pending the establishment of .the ITOI The ICTO is at present not in a

position to repay the balance due in respect of these advances and has no

prospective income. If, therehfore, tings cointinue n their present state
ICTO, at the fmorthcovng Session of the General Assewmblly, ullhave to

default onb igatts oliions. It is clearly ndmsost ueirable that such a

situation shousld arie.

9. It is, therefore, desirable both on groundsl of poicy and of equity to
consider whether the Contracting sPartie,c by reognising that the arrangements
Undr which they enjoyed secretariat services provided by.CITO were unduly

favorable, ncouldot relieve Cthe IITO oembarrassmentef th with which it is

confr.onted
III Practicggestionsal Su

10. It would uof corse be possible for the ICITO to ask for tvhe reision
of the arrangements concluded, but in view of the difficulties which would
remain for the ICITO, if it were to default even for a small part of its
debt to the United Nations, it is suggested that the Contracting Parties

might consider the possibility of making to the ICITO as and when practicable
such additional repayment as would enable it to reimburse the full amount of

the UN advances. If the Contracting Parties agreed to make such repayment,
the total average yearly cost of the GATT operation (including the servicing
of the Annecyand Torquay Conferences in 1948 and 1950) would work out at

less than $170,000, a figure which cannot be considered as excessive when

compared with the cost of other international conferences.

11. It is expected that these repayments would not involve any additional

burden for the Contracting Parties if they were prepared to meet this liaybilit
out of apast nd future savings. They might authorise the

Executive Secretoary t apply the cash surpluses which
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had been accumulated in previous years, as well as those which may be accumu-
lated in 1952 and the following financial years to payments to ICITO until
the ICITO debt is repaid. The Executive Secretary would see to it that the
reserve set up in 1950 remains sufficient to cover expenditure pending the
receipt ofcontributions and to meet extraordinary expenditure.

12. On 30 June 1952, the liquid assets of that reserve amounted to about
$167,000. If the 1953 budget is fully covered by current contributions, and
if the Contracting Parties agree as they did during the past financial year
to leave in the hands of the Executive Secretary the cash surplus of this
year, the amount of $167,000would be available for repayments to ICITO in
the course of 1953. The outstanding debt to the United Nations would then
be reduced to about $60,000, and it is expected that this amount could be
repaid out of savings during the next two or three years.

13. If an arrangement along these lines could be approved by the Contracting
Parties at the Seventh Session, the Executive Secretary of the ICITO would be
in a position to inform the Assembly of the United Nations which will meet
in October of his plans for repaying the ICITO debt, and it is highly probable
that such a practical method of solving this delicate problem would command
itself to the United Nations.


