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1. GATT Tntersessional Committee Meeting (including consultation with
fic 7 Zentand)

vl Cormitles considered the staff's recommendations with regard to
Pund proporstion for the forthcoming meeting of the GATT Iunterseaslional
Cownnsttee (EB/CGATT/58/3). The Chairmen noted that, in addition to the
consultatior with New Zealand, the principal items on the agenda were
(i) tne further consideration of the Treaty establishing the European
Beonomic Comaunity, (2) import restrictions maintained by the Federal
Rzpublic of Germany and (3) a report by the Member States of the European
Coel and Steel Community (EBD/58/48). FHe agreed with the staff view that
the only watter which appeared to require action by the Committee or the
Boacd at this time wes the comsultation with New Zealand. If it ‘sbould
become necessary for the Fund's representatives to comment on the other
items 1n the course of the meeting, 1t seemed reasonable that with respect
to the Treaty establishing the European Economic Community they should
gtate that the Fund had no comments since 1t had not formally studied the
Treaiy. If asked for amy commen's on the German import restrictions, the
rund's representatives should indicate the status of the Fund's present
Article ¥iV consultation with Germany and refer to the decision transmitted
1o the CONTRACTING PARTIES last June. As regards the Ewopean Coal and
Steel Community matter, there seemed no reason for anticilpating any need
for the Fund representative to make any remarks.



With respect to the item relating to German import restricitions, ‘
Mr. Adarkszr pointed out that the Federal Government, had taken the position
that in accordance with the Torquay Protoccl it was justified in applying
the import controls required under its market organization laws (EBD/58/49)
an argument which was not lioked to Cermany's financial condition. As he
understood .it, the on]y question for the Fund was whether German restric-
tions were or were nct necegsary for balance of paynents reasons. He
agked the uataff to Cla*lij the position it would take if asked for any
Fund comments.

A stafT representative recalled that in comnection with the June 1957
GATT consu'tation with the Federal Republic of Germany the Fund had trans-
mitted its decision of June 11, 1957 ( EBM/57/°C 1tem 1) and drew perticular
attentlon to paragraph 5 rﬂading as follovs:

The Fund believes that Cermany's efforte to maintain internal
price stability would be strengthened and balanced growih of
irternational trade would be facilitated Tty the dicmantling of its
resirictiona. The Fuad welcomes the measures taken by Germany to
relax restrictions aud reduce discrimination, iucluding the reliance
on bilateral arrangements. The Fund considers that restrictions oa
imports are no longer necessary in order to safeguard Germany's
nonetary resgerves and balance of payments. The Fund urges Germany
to clirinete it remaining restrictions and discrimination, other
than prescription of currency, as soon as possible,

The GATT Consultation Committce had reported the resulis of its ccusultation
in winich the Chairman, concluding the discussion, stated that the general
feeling of the Committee was that the import reatrictions applied by the
Federal Republic did not fall under Article XII of the GATT. The COWIRACTING
FARTIES adopted this report but deferred consideration of further action until
the fortheoming meeting of the Interseesional Committee. The steff took

the position that the question whether the 'Torgquay Protocol applied to

certein Geiman restrictions was a matter for the CONTRACIING PARTIES. The ‘
giarf felt that the oniy question the Intersessional. Committes might ask the

Funa's representatives would reiste to the Fund's attitude toward German
restrictions and that, if asked, the Fund's represeuntatives should indicate

the preseat status of the Fund's current Article XIV consultation with

Geruany, I1f appropriate, they might recall the Fund's decision of last June
provided to the CONTRACTING PARTIES and state that it was to be anticipated

that the und's decision on the current, consultation would be transmitted

to the CONTRACTING PARTIES if they so desired.

,Mf. Hanemann s2id he was in agreement with the position outlined.
Mr. Adarkar concurred. In reply to a question by Mr. Callaghan, Mr. Adarkar
added that his earlier question had not been intended to imply that he
endorsed the Federal Government's ‘position or the justification for it; he
had merely restated its argument.

The Commlttee then considered the staff's recommendetions with respect to
the consultation with New Zealand. "Mr. Callaghan stated that on its face the
staff's background paper (SM/58/31) appeared to conform with his understanding
of the New Zealand situation, ‘and he-agreed with the recommendation that 1t
be transmitted to the CONTRACTIRG PARTIES. s




The Chairmen asked the staff whether in the process of New Zealand's
intensification of restrictious there had been any increase in discrimina-
tion. The Dircctor of the Exchange Restrictions Department explained that
it wag A1fficult to make any firm judgment because enforcement of the new
regulatiors would be based cn adminietrative discretion. So far as the
gtaff had beeun able to learn it seemed clear, however, that there was no
intention to increase discrimination. :

After some further discussion of other aspects of the new system, the
Committee agreed to recommend that the background paper be forwarded to the
CONTRACTING PARTIES. The Committee also agreed to recommend that, if the
Fund's representatives should be called upon to ‘make a statement supplement-
ing the Fuad's documentation, they should be guided by the followirg:

The general level of restrictions of New Zealand which are
under reference does not go beyond the extent nscessary at the
present time. o stop a serilous decline in its monetary reserves.

It being the opinion of the Committee that none of the other ltems on
the agenda for the forthcoming Intersessional Committee meeting required
actlon'bj {he Executive Board at this time, it was agreed to recommend +hat
the FTund's revresentatives follow these items and report thereon to the Fund.

2, Hendling of Routine GATT Matters

The Chairman reviewed the existing procedure for handling relatively
routine watters arising in connection with the Fund's reiaticns with the
CONTPACTING PARTIES, pointing out the duplication of paper work in cases
which did uot call for meetings of the Committee or the Board. He Jrew atten-
tion to the suggestions for simplifying this procedure (EB/CGATT/56/4),
which he fouud accaeptable, provided that in the instance of background
pepers, the stalf recommendations would also be discussed with the Executive
Diractor most directly concerned before submission to the Executive Board.
Af'ter mome discussion, the Committee accepted the proposed changes with
the axasudrert suggested by the Chalrman and agreed that the Secretary of the
Fuad should be asked to inform the Executive Board of the folliowing new
procedure:

Whan the Fund is called upon to deal with (1) invitations to
CATT meetings, (2) invitations to consult with the CONTRACTING
PARTIES extended pursuant to Article XV:2 of the General Agreement,
(3) the transmittal of background papers to the CONTRACTING PARTIES
in those cases not covered by the arrangements contained in EBD/56/102,
and (4) the derestriction of GATT documents, a document containing the
incoming letter, if any, and the management and staff recommendations
would normally be issued directly to the Executive Board. 1In all
cases, recommendations wouid be discussed by the management with the
Crairman of the Committee, and in the instance of background papers
with the Executive Director most directly concerned, and the ratter
would be sent to the Executive Board unless the Chairman or that
Executive Director requested that it be first considered by the



Committee. The opportunity for Board discussion would be provided
either by the circulationof ‘the document on & lapse-of-time basis
or by scheduling its consideration for a Board meeting. Furthermore,

" any wenber of the Committee on Liaison with the CONTRACTING PARTTES
to the GATT could request a Comuittee meeting on any matter. No
change would be made in the existing procedure for the disposition
of matters arising in the Fund's relatious with the CONTRACTING.
PARTIES to the GATT other than those enumerated above.

3. Classification of Fund Papers Sent to GATT

The Director of the ExXchange Restrictions Department stated that, unless
the Coumittee had some objection, the staff proposed to label the New
Zealaud background paper (SM/58/31), and subsequent background papers sent
to GATT, "Confidential" rather than "Secret" as in the past. Papers not
for cirCulation_to.GATT_delegations would be labeled "Confidential - Yor
Use of the GATIT Secretariat Only".. The proposed practice would conform with
that tised for papers sent to OEEC and would facilitate the operations of
some GATT delegations with burdensome procedures with respect to pspers
marked "Secret" On the understanding that the New Zealand authorities
would be adviqed the Committee expressed no objection to the proposed pro-

ccdure.,

Approved: Ap.ril"‘Qh , 1958






