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October 13, 1955

TO:

FROM:

SUBJECT:

Chairman of the Committee on Liaison with the CONTHACTING PARTIES
to the GATT

Director, Exchange Restrictions Department

Tenth Ses~ion of the CONTRACTTITG PARTIES to the GATT

The Fund has been invited to be represented at the Tenth Session of
the CONTRACTING PARTIES to the GA'IT which is to commence in Geneva on
October 27, 1955 (EBD/55/l01, Sup. 1). In accordance with the decision
taken at Meeting 55/5"3, the invitation has been accepted.
The Provisional Agenda for the Session has been circu12ted as EBD/55/l09,
Sup. 2. An annotated version of the Advance Agenda, and a report on the
activities of the Intersessional Committee ~~th respect to it, are con­
tained in the report of the Fund representative to the meeting of the
Intersessional Committee of September 22 - 24, 1955 (~~/55/62).

The following sections indicate Aeenda items of interest to the Fund,
the nature of the Fund's preparatory work for the Session, and the staff's
recommendations.

1. Fund/GATT Relations

During the Ninth Session of the CONTR~CTnTG FARTIBS, a Special Group
on Fund/GATT relations was established. The CONTRACTING PARTIES decided
to accept the recommendations contained in the report of the Special Group,
to refer the substance of the report to governments for cops ide ration, and
to resume discusRion of the subject at the Tenth Session of the CONTRACTTI'JG
PARTIFB (EBD/55/69, pp. 17 - 20).

Subsequent to the end of the Ninth Session, the Executive Secretary
of the CONTRACTI~n PARTIES wrote to the Fund concerning certain of these
recommendations, in accordance "Tith the decision of the CONTR.L\CTTI'm PARTIES
(EBD/55/63)o The Executive Secretary's letter of April 21 drew the attention
of the Fund to II the intention of the CONTRt-_CTTITG PARTIES to have the GATT
secretariat, in appropriate cases and villere practicable, discuss "lith the
Fund staff trade matters which have implications for exchange policy •• 011

and L'lformed the Fund that "the GATr staff would be prepared, at the req'Gost
of the Fund, to enter into similar discussions where practicable on the trade
effects of exchange matters under FUi'ld consideration. 1I ~Es letter also drew
the attention of the Fund to new arraEgements set up by 'che CONTRACTllJG
PARTIES whereby the Intersessional Committee "ras authorized to conduct such
consultations 1'Ii:t,h the Fund as might seem aPPl'op:date in pursuing the
obje~tives of Paragraph 1 of Article XV of the General Agreement; he indi­
cated that this arrangement would make consultations between the GATT and
the Fund easier and more expeditious than hitherto, and expressed the hope
that this should improve progressively the effects of consultations both
ways between the CONTRACTmG PARTIES and the Fund.
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On May 10, 19S5, the 1.1anaging Director, in replying to the Executive
Secretary! s letter, stated that the Fund shared the hope of the CONTRACTING
PARTIES that collaboration between the two parties would progressively
increase in effectiveness and in mutual be~efit to the objectives of both.
He indicated that the Fund was studying the recommendations to which the
Executive Secretary had referred, and anticipated further communications ~~th

the Executive Secretary on this subject o Meanwhile, he would be happy to
receive from the }~ecutive Secretary any further suggestions he might have.

On August 29, 19S5, the Executive Secretary to the GATT circulated a
note (EBD/S5/l39) reviewing the action taken at the Ninth Session and reporting
on the communica tions between the Fund and the CONTRACTThIG PARTIES. He
indicated that both the Fund staff and the G..A.TT secretariat were giving
f1.U"ther consideratio') to the matter, but that it appeared that more time
would be needed for consultation before the Executive Secretary could report
to the CONTRACTING PARTIES on arrangements ffi1d procedures for insuring the
maximum practicable degree of collaboration between the two staffs on r.latters
of mutual concern to the CONTRACTING PARTIES and the Fund. He furthermore
expressed the view ~~at consultations with a view to preparing a joint draft
of a formal agreement be~leen the Fund and the proposed OrGanization for Trade
Cooperation, to be considered by the CONTRACTING PARTIES and the Fund at a
suitable future date, could not successfully talee place until the entry into
force of the proposed Organization could be foreseen with a reasonable
degree of certainty. He suggested that, in view of these circumstances,
the CONTRACTING PARTIES lIlight wish to defer further substantive discussion
of GATT/Fund relations until their Eleventh Session.

The Executive Secretary's proposal to postpone the discussion until the
Eleventh Session ,vas presented to the Intersessional Committee in September
19S5, where it met with no opposition. Ho'. ,-ever , since it had been decided
by the CONTRASTING PARTIES at their Ninth Session to discuss this subject
at their Tenth Session, the Intersessional Committee was not empowered to
delete it, and the item will appear on the Provisional Agenda. The delegate
from the United Kingdom entered a reservation to the effect that a tonnal
agreement between the COl\TTRACTING PARTIES and the Fund need not necessarily
await the coming into existence of the proposed Organization for Trade
Cooperation; however, he indicated in informal conversation that he was
thinking in ten's of some future date, should the OTC be delayed indefinitely,
and would support the proposal to postpone discussion until the Eleventh
Session. Representatives of several other countries also indicated infoI'!!'a.lly
that they would support the Executive Secretary's proposal to defer discussion.

It seems most probable, therefore, that this item "v'rill be dropped from
the Agenda in the first days of the Tenth Session.

The staff recommends that, in the event the matter does corne under
discussion, the Fund mission should be guided by the policy statements, in
the Annual Report on Exchange Restrictions and the Fund's Annual Report,
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concerning the Fund's desire to collaborate with the CONTIl~CTING PARTIES;
they might, if appropriate, call attention to the efforts vmich the Fund is
making to facilitate the work of the Cmn'R'\.CTING PARTIES, such as the prepara­
tion of special background papers for the recent consultation with Australia
and for the forthcoming consultations with Ceylon, the Federation of Rhodesia
and Nyasaland, and the United Ki.ngdom; they shoul~ report to the Board on
such discussion of the subject as may develop during the Session.

2. Consultations on the Discriminatory Applicatior. of Restrictions

In 1955 the Governments of Australia, Ceylon, New Zealand, the Federation
of Rhodesia and Nyasaland, and the United Kingdom have initiated consultations
with the CONTRACTING PARTIES under Article XIV:l(g} of the General Agree~ent

on the continuance of discrimination. In connection with these consultations;
the Fund has been invited to consult I'd.th the CONTPACTING PARTIES, pursuant to
Article XV of the General Agreement, and has accepted this invitation.
(EBD/55/57, and Sup. 1 and 2.)

In such consultations in the 0ast, the Fund has provided the CONTRACTING
PARTIES with the results of its Arti.cle XIV consulta tions with the member
countries concerned and with the background rna terial prepared in connection
'wi th these Fund consultations. The CONTRACTING PARTIES, in arranging for
their 1955 consultations, seem likely to establish a procedure slinilar to that
of previous years and have indicated that they consider that their consulta­
tions could be more effectively carried out if the Fund could make this
material available to them (EBD/55/57).

In accepting the invitation to consult with the CONTFACTING PARTIES
(EBD/55/57, Sup. 2) the Fund stated that in the case of Australia it ex­
pected that its consultations under Article xrl of the Fund Agreement would
be completed in time for the results and background material to be made
available to the CONTRACTF'G PA.HTIES before the opening of the Tenth Session.
With respect to Ceylon a:-td the United KinE'dom, and also the Fund's consulta­
tion with the CONTRACTING PARTIES in connection with their consultation 'I'd th
the Federation of Ehodesia and Nyasaland, it had not been possible to arrar:ge
for the 1955 consultatiC'ns under Article XIV of the Fund Agreement to take
plaCll in time to insure that lila terial from them would be available during .11. ...~
Tenth Session. Accordingly, it was the Fund's intention, unless a substan-i.;:"vc
change should occur in the position of the country in question, to refer the
CONTRACTTr\'G PARTIES to the results and background material from the lates-::'
Eund consu..~,:.ation with the countryJ and to 1) rovide thenl with iactu3.1 mat'3l~ial

rev:i.ev-J'ing d8velop"Jl3nts since t,ha t consultel hon" If tb:.s did not f rove to De
fea'nble in eithf>..2.' casEl l beca,l.se a s1.lbsta>,::;'Jve ct.ange !'od occurrctl in the
position of the c:)1..:.ntrJT

l) the F'l:md wonld Cc,.(,I1.Unic ..l'c,e ft~.~ ther. Wit.!.l J."espec·~

to New Zee.la.nd, as in the pas':: 9 the Fund wo:~ld contac'~ New Zealand directly.
in order to get the informatio.n necessary .for consultation with the CONTR.A.CTING
PART.GS.
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~he fund's consultation ,lith Australia is scheduled for consideration
b:r the Executive iJoard in the near future. 111e staff recorrunends that the
results and background material from this consultation be transmitted to
the CO':? Ae .. liG lAR.TI::S as soon as the aecutive ward has completed action
on tile consultation.

The staff has pre[.lared factual papers on developments since the last
consultation in Ceylon (SM/55/63), and the United ~Cingdom (including the
Federatioq of illlodesia and i:yasaland) (sM/55/64). (The background pa~ers

and results of the 1954 consultations '."Ii th these countries were trans­
r.utted to the C:U'!Tf:f.C'l'I:G 1"1 '":.TL.:..S early in 1955.) The staff recoffilnends
that it be authorized to send to the CJ.HU.CTI 'G ,":.ilTI,S these ne11 pal:ers,
to supplel;,ent tile Llformation presently available to th<=.,i i.l the back­
ground pa~ers and results of the 19)4 consultations, for use in connection
·gitll tileir consultations on the l.!C.L1tenance of d:'scriwinatoI'JJil.lport
restrictions.

In c::mnection ',:itil '.iew.lealand, the staff has prepared a background
paper Hl1ici1has ceen revised in the liGht of COirJl:l€nts and other information
received froi,l :'ew Zealand. (S.../5)/61). TILe staff recolllr.•ends t}:,at it be
authorized to sen<l this paper to the C-J;: -;".Ct'I!';:) ;'·h~:TE0.

3. ',':aiver consultation v:ith <eli'! L:.ealand
Durin:: their .~intil Session the c.)'T;:rltlC-, ric, .iIETI ~J voted, in a .uecision

O:L Je:.nuary 20, 1955, to Grant a 'Jaiver to lew ~ealand frOlfi the provisions of
ll.rticle ~~V: (6), v:hich ~)rovides that any contractin::; party Tli1ich is not a
ule;ilber of t..he lund silall either become a j::ewber or si~~ a .ipecial ~xchange

J.gree"i8nt with the CJ ;'L~.C;'lT:lt :'aET:LL:3. 'i'he text of the ,.ey; L.ealCi.ild l'!aiver
is set forth in Annex il. of this paper, and a discussion of the !ew 2.ealand
waiver is contained in the reoort of the -"'und ""ission to thednth Session
(-JD/55/69, uup. 2, pp. 10 - i2). In the preamble of the "iaiver the
c,~n:.,"cJ.':c.TG ':.h..i~TL.::) noted "that, owin3 to special circwCistances, "lew
2.ealand tas not joined the lund or si.:-rned an excllan.'!.e agreeJi:ent,," "that
j·;el! Zealand, in canforJuit;,' with the provisions of paragraph 4, Article
XV" has taken no exchanse action v!hich has frustrated the intent of the
General i.greement," and also .1oted lithe assurances e;iven by ..eVl Zealand
that it will continue to act in exchan'3e matters in a manl1er fully con­
sistent Vlith the Fund' s princi~les and in accordance ,·iith the intent of
the General hgreement." The operative paragrapi'ts of the Y!aiver provide,
ailong other things, that "Jev! Zealand shall be relieved from the provisi;)ns
of paraGraph 6 of Jlrticle ,.V for such limited ;..:eriocl of time aSiey! Z,ealand
satisfies the C·JiT:L2.kGTL":C l'•.J.TL,) b;v "leans of -annual consultations and such
other consultations as may be held pursuant to this Decision, together 'with
the information required therefor, that its action in exchan;'3e iilatters con­
tinues to be fully consistent v/ith the Fund's principles and v.ith the intent
of the provisions of the General ;1.gree~e!1t"; that lIiTe\l Zealand way take
action under paragraph 1 /Of Article ~:Iv7 for such time and to such extent
as SUCll action would be available if lew Zealand ilad joined the Fund or
signed the Special Exchanze .tl.::;reerf.ent ll ; and that IIt'lew Zealand shall report
to and consult with the CCJlTT;u~C:1TiG =-'j~ aLe> armually on any action taken
by it durinG the preceding year nhich ,iOuld have been required to be
reported to the C'..i;'r;l~;.CTI"iG ?1·.RTIC3 had ',\~ew Zealand signed the Special
Lxchange .h.greeILent. 1I
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