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REPORT OF WORKING PARTY 3

ON_CONSULTATION PROCEDURE TINDER ARTICLE XII, 4(a)

I, Introduciion

suimitied by the Working Party in accordanco
ot retfercence, wiich reguires the

1. This wreport s
with paragreph 2 of 153 Yewms

~Working Parity "%0 maks praciti.al reccmmendations to the CONTRACTING

PARTIES for the efriciels working of ihe procsdure for consulia’ions
provided for in Article XIX, <&(a)l",

2o Having in mind the present arrang menthe for adminlstering
the provisions of tho General Agrcement, =ih. Working Party -considered
that its atten®ion shouild be focussed on the %Hask of designing a
simple and flexible procedure which could bYe expeocted %0 sgrve the
prohable necds of the CONTRACTING PARTIES during *the immcdiatée
futurec. ince at the pressent junciure, 1% is noi considered advis—
able %o formulate & permancnt proccdure, the Working Party recdom-~
mends the adopiicn of interim azrangements which should be reviewed
at a subscquent scssion of the CONTR4ACTING PARTIES,

II. Meaning and scops of consultavicn
3o In crder to achieve the purpose of consultation, the
Working Party fecls that there should be a ge and frank exchange

fr
of views between The CONTRACTING PARTIES =nd a contraciing party
which either :
a) 1is cons 1de=‘13 she insuviteiion ¢of lmporiy vestriovions! h_ior

R e

congulvavicn, or 4
b) Teas jusy imposed such rosirictions (posh consult au;gg)

As set forvh in paragrapn 4(n) of Article XII; this .
exchange of vicws -0or Leasultatica- would cover the nature of tho
balancc-of-payments ditfficulties, Hhe alternative corrective
measures which may .o availavle; and the possibls effect of such
messures on tho coomomics of other sontrasiing parties, In the

case of a pricr cons ul““mlp“, paragraph 4'a) does nob requirc a
contracting parly "o indicate in advaunce vhe choice or timing of
any particular mesasurces wnich it may ultimately dcevermine To adopt™,
In the oasc of post nUﬂbultﬂtiQng the same quali fications would
apply to any altserrative measuvrcs or modificatioans of existing
measures whioch a scavracting parsty may determing o adopt following
the consuliation. '
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Although recognizing that ciroumstances will undoubtedly
vary, the Working Party oconcluded that in general a mutually
satlisfactory exohange of views would only occur when, in the ocace
of prior oonsultation, the discussion began sufficiently in edvenoe
of the institution of the measures, and when; in the case of both
prior and post consultetions, an adequate disclosure of information
wes made to the CONTRACTING PARTIZS.

III. The vrooess of consultation.

1. The Working Party enviscged the first stoges in consultatio
to be :

a) a request by & contraoting party to the Cheirmen of the CONTRAC-

TING PARTIAZS for either prior or post consultction;

b) refercnce by the Cheirmen of this rcequest to the CONTRACTING o

-

PARTIES.

This prooecdure should not present spcecial diffioulty when the
CONTRACTING PARTIES arc in session but the Working Perty recodgnized
thet &% other times the prooess of consultation would be difficult,
The ereation of clabornte oconsultative meohinery has eponeared to be
unwarranted at the prescnt timu‘ It has been recognized, however
thet the CONTRACTING PoRTILS have 2n obligation to esteblish SOmb
proeecdure for consultation during the inter-scssion period. It is

therefore desirable thoct she FONTRACTING PARTIES should meke the ne.

oessary ,1inistrative arrangemcents to establish such prooedure.

_Secreay and proeedure for prior consultation

Paregraph 4 (¢) of Artiele XII loys on the CONTRACTING
PARTIﬁb an obligetlon to mcke provision Hr the utmost secresy in
any consultation under the Article. The Working Perty, in the
oourse of the -onsultation with the recpresentctive of South Afl;@&
has been imprcssod with the wisdom of this rcquirement and records
its opinion that, in default of suiteble provisions for secrecy,
prior oonsultatian with & oountry which was faced with a orisis
would become virtunlly ilmpossible.

6. The Werking Porty considered thet this need to obscrve the
utmost seoreocy rmekes it desiranlc that the CONTRACTING PARTIES
authorize their Chairman, whenever he reoeives a request for prior
oonsultation under Article XI1 4 (a) during a session of the
CONTRACTING PARTIES, to call a seoret meeting of the CONTRACTING
PARTIES to disouss ways and meens of facilitating the oonduet of
such prior oconsultation, and to tcke the ncoessary steps to presoer-
ve scorecy in the -2urge of consultaticza.

T~ The Working Farty also rcached the conclusion that the only
satisfaotory meens of meeting the problem of a request for consul-
tation rcceived by the Chealrmen betwecn sessions under Artiole XII
4(a) wes to authorize him to inaugurate cnd, if necessery, %o
modify the terms of the consultation and to tcke the neocessary
steps to facilitate the conduct of such comsultation.
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Tn that effect, ths Chairman should. as scen as'practicable :

a) simvitansously notify all other contracting parties through a
representative dssignated by sach of them Hf the fact that he
has received such a request {in case of prior consultation,
he shouid also request that the utmdst secrecy bs observed
and

b) determine in the light of informaticn available to him that tho
oonsultation is

"f-e(i) to take place at the next srdinory sesegion of the
CONTRACTING PARTIES, or

(11) Yo take place at a special 'sessicn of the CONTRACTING
PARTIES which the Chairman would te authorized o
convene as quickly as practicable;, sr -

(1ii) %o be first entrusted to an ad hoe Committss.

¢) transmit to the International Monetary Funl notice of tho
raquest for consultation for consideration in accordance with
the arrangements agreed upon ty the Chairmaa of the CONTRACTING .
PARTIES and the Managing Director of the International Monetary -
Fund., ' )

8. The general view of the Working Party was that, in order to
implement the recommeniat;on set out in paragraph 7 (b) (1ii) abow,
the CONTRACTING ?ARTI shouLi authorize their ChaLﬂman to nomi-

be a representative sample of the CONTRAGTING ’DARI‘IES) in order

to facilitete the conduct of comsultation under paragraph 4 (a)

of Article XII, Some members of the Working Pariy, however, fa-
vourel another method fcr the selection of the ad hoc Committee.

In their view the CONTRAGTING PARTIES

a) shoule nominate at the pre)enu session an ad hoc committee of
not more than 10, or not less than €, occntracting parfies, which
should be repreésentative of the CONTRAOTING PARTIFS in the
sense of Article 78 of ths Havena Charter, This (Committee could

" be convened by the Chairmsn to facilitate the oconduct of any
consultation under paragreph 4 (a) of Artiocle XII requested by
a contracting party. Contracting Parties accepting memberahip
in the agd d_hoo Commitiee woull be expected to facilitate the
work of conwultatioq by oroviding, on sno“t notic e, appropriate
representatives,’ and.

b) shoull authorize the ghairman, generally on ths advice of this
ad hoc committee, exzceptionaily to inviic any con tracting
parsy which 1is not directly represented on “he committee but
apoears likely to be particularly seriocusly affested by the
Propozals. to Join the committes. Any ovontracting party which
considers itself likely to ve seriously affected end waich is
noc member of the committee would, on its reprecéntation, be
giveq an opportunity tc partiecipate in the consultation as an
Qbserver. X o : s By ’ oL

9. If the Chalrman decides to refer the matter to an ad hoo
Committee; he should notify the contracting parties ir),L_ﬁ To send

. representatives when and whera the rcnreseneawivﬁx Wi 11 ve requi-:
red to méeto : :

Prodedure for poqt consuTtatL@

10, In the opinion of ‘the WurkLng Party, the sams procedure
should apply in the case. of post consultatlion, but it is probdble
that in most _caseg-mun question would be plaeed on the agenda for
the next- session of the Co “WWAGTING PARTLES, :

A\\'V
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Functions of the ad hoc Committee

11. The Working Party recommends that an ad hoc committee be
authorized to act in matters of consultation, under Article XII 4(a)
until the next session of the CONTRACTING PARTIES, when its authority
may be renewed.

12, The Working Party desires to draw the attention of the CONTRAC-
TING PARTIES to the fact that acceptance of the recommendations set
out in the previous paragraphs involves:
a) . a necessary extension of the powers of the Chairman of the CON-
. TRACTING PARTIES, and
b) since any consultation initiated under paragraph 4(a) of Article
: XIT is with the CONTRACTING PARTIES jointly, a willingness by
: the CONTRACTING PARTIES to authorize a representative sample of
their number to engage in any consultations on their behalf
referred to them by the Chairman of the CONTRACTING PARTIES. i,

13. The powers thus extended to the Chairman of the ad hoc
Committee would, however, not include the right to conclude consul—
tation on behalf of the CONTRACTING PARTIES, which would normally
do this at their next session.

Consultation under other provisions

14, The terms of reference of the Working Party were limited to
consultations under paragraph 4(a) of Article XII. These consultation
would usually involve consideration of import restrictions imposed

or to be imposed for balance-~of-payments reasons and would normally

be undertaken by representatives familiar with such problems. Con~
sultations involving similar problems might however arise under other
provisions of Article XII or might refer to provisions of Article

. XIV and the Working Party suggests that it would be convenient to make |

use of the procedure outlined in this report for such consultation
where the need for this is urgent. Similarly it might be convenient
to take advantage of that procedure in related consultations betwcen {ji
CONTRACTING PARTIES and the International Monetary Fund under the )
relevant provisions of Article XV.

Relations with the International Monetary Fund (1>

15. Consultations under paragraph 4(a) of Article XII involve

very close C\operatlon with the Internstional Monetary Fund, in view
of the provisions of Article XV of the General Agrecment. On monetary
matters, the CONTRACTING PARTIES are rcquired to rely upon the Fund's
findings on statistical and other facts, and indeed, on the Fund's
judgment as to certain of the basic determination involved in the
resort to import restrictions. It is therefore recommended that the
Fund be brought into consideration of the matter at the earliest
possible moment, particularly in view of its resources of information
and personnel for assisting the CONTRACTING PARTIES in such consul—
tatloqsc _

16, A contracting party which is a member of the FUnd would normally
consult with the Fund on matters affecting that contracting party.

In vicw of the important functions of the Fund, under the General
Agreement, a contracting party which is not a member of -the Fund

may also d931re to consult dircetly with the Fund. It is therefore
recommended that agreement should be sought with: the Fund to the
effect that it will accept requests from the Chairman of the CONTRAC-
TING PARTIES to facilitate such direct consultation.

See GATT/CP.2/L4%4 and GATT/CP.?/HH/Add.l (1)
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7> Tioe Working Pavty's study of the Suuth African case indi-
ated the 11 ke"hood that a contracting party oonsidering resort to

# ‘ctions might want to vse exchange restrictions at the
thGL as an additional administrative safeguard or as
ve., Bxchange measurcs of Fund newbers fall within the
ot the Fund. But frequently tvhe nature aad form of
ezthcng“ trietions raise lmportant questions of trade policy on
wihlch %the CuNTR“uTING PARTIES could ve of essistance to the Fund,
nnd the Fuad may wish %0 conzvlt the CONTRACGTING PLRTIES on these
metsers, This pessibility has bazn contempl&ted in the letter ad-
dresset vy “he Chairman of the SONTRALCTING TARTIES to the Managing
2lrector of the International Monetery Fund on 9 September l94§
(GaTT/oP.2/44) which oonteins the following Qo ot ¢

"The Fupd oay Trom time o time wish %o reqwe st oonsultation with

the CONTRHeCTING PARTIES on maitvers of common interest, and, in such
casen, the CONTRLOTING PARTIES will be preparved to uon;u*m upon such

The Mabpnging Director of ihe Internaticnal Moretary Fund hes
expregsad %greemenb with thls arrangement in his reply ox 28 Septeober
1948 (CATT/CP.2/44 A63.1)

i7, Reporis to 1 the CONZRASTING TARTIES and ooumunicgtions to the

Oy e e e

16, As %he consultetions under paragreph 4 () of Arsicle XII
have %o take place with the CONTRACTING FARTIES, the Working Party
feecle Thot it would be dsslrcble “that a fall reyoru should be
submitted to the CCNIRACTING TARTIES ou all the facts and stat ements
examincd by the ad hoo commitiee or any working party appointed to
acllitnte the oonclubion of ary consultevion. The report should be
treaueu es e secret document. 1t is suzgested hcwevcrj that the
need for abSOLutG sgcorecy may only be tc“p““a y» Without prejudice
to the right of the CONTRACTING PART*h% 5O organjgo the disuiribution
of their documentg, it is recommencéed thet the Chairmon mey suthorize ©
‘L"thp digtrisution of the report or parts of the report as a restrice-
~ Yed docunent, provided tlat the contracting purty which requested
the ounuul,ucion haes ao dbjgkti«n to such a distributiocun, The facts
and statements ocommunisatved by the Interpational Monetcry Fund will
be kept secret as far and as long =28 the Fund so desives,

(\-’

~

19, Taking into account the fact that import restrictions are a
matter @f genecal interes®t and that they wmyst in any case be
published under Arxrticle X of the General Agrecreut, the Working .
Party 1s of opinion that 1t may be aﬁvieable to inrform the public at’
a suitabL; tine that = prior ocongultevion hes taken viace and to
gilve aome general ipdicavion of tho rcsuxts of suchh conguliatiom,
To that effect, the Working Farty suggests thet it thht be ad&vlsable
to contenplate when appropricte the issue of spaci~l unvestricted
reports or press releascs clong these lines. lhﬂso repor v should
not rveveal any iaformation supolled in confidence by any contracting
varty end would be released by the Chalrman aiter consultation with
the contracting party requesting consultation. The Working Party
vnderstands morcover that the Cheirman of the CONIHADTING PARTIES
and the Internsational Monetvary Fuind intend to develop & cormon
policy regardimg the issue of public anniumee~n,uts relating to
patters involved in. ca;sukt“t‘-n with the Tond; it 1es assured that
the rulss adopted oy them would also apply to the special reports
or wress releasces referred to above,




