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CanSULT^ICLS I3HDSR ARTICLE! XII:4(b) 

Preliminary Preft Report on the Consultation with the• 
Federal Republic of Germany 

Introduction 

1. In accordance with the Decision taken at the plenary meeting of the 

CONTRACTING PARTUS on 17 November 1956, the Consultations Committee has 

conducted the consultation with the Federal Republic of Germany under 

paragraph 4(b) of ijrticle III I. 

2. The Committee had before it: 

(a) £ basic document prepared by the secretariat in collaboration, 

with the German authorities describing the systom and methods 

of the balance-of-payments import restrictions in operation in 

the Federal Republic. The document also contains a statement 

under Part II - 'effects on Trade", submitted by the German 

authorities; 

(b) documents provided by the International lïonotary Fund. 

All those documents should be deemed to be supplementary material annexed 

to this report. 

3. The present report summarizes the discussion during the consultation. 
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Consultation with tho International ïionetary Fund 

4. Pursuant to the provisions of paragraph 2 of Article XV of the General 

Agreement, tho COMPACTING PARTUS had invited the International Monetary 

Fund to consult with them in connexion with the consultation with the Federal 

.Republic of Germany. 

5. As a part of the consultation between the CONTRACTING PARTIES and the 

Fund, the latter transmitted the results and background material from its 

recent consultation with the Federal Republic of Germany concluded on 

11 June 1957. Tho results of the Fund's consultation with' the Federal 

Republic are reproduced in document QRC/4/Add,2. 

6. In accordance with tho procedure agreed upon by tho Consultations 

Committee, the representative of the Fund was invited to make a statement 

supplementing the Fund's documentation with rospect to tho position of the 

Federal Republic. The statement made was as follo-js: 

'•'The International Monetary Fund has transmitted to the CONTRACTTJ/G 
PARTUS tho results and background material from its 1956 consultation 
with tho Federal Republic of Germany which was concluded on 11 June 1957. 
This documentation has been distributed to tho members of this Committee. 

;rWith respect to Section I of the Plan for Consultations, relating 
to balance-of-payments position and prospects, the Fund draws the 
attention of the CONTRACTIUG PARTIES to tho results of its recent con
sultation with the Federal Republic of Germany under Article XIV of 
the Fund Agreement, and particularly to paragraph 4, and to paragraph 5 
which reads as follows: 

'5. The Fund believes that Germany's efforts to maintain internal 
price stability would be strengthened and balanced groxrth of 
international trade would be facilitated by the dismantling of 
its restrictions. Tho Fund welcomes the measures .taken by 
Germany to relax restrictions and reduce discrimination, including 
the reliance on bilateral arrangements. Tho Fund considers that 
restrictions on imports are no longer necessary in order to 
safeguard Germany's monetary reserves and balance of payments. 
The Fund urges Germany to eliminate its remaining restrictions 
and discrimination, other than prescription of currency, as 
soon as possible.'" 
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Opening stater.iont by the .representative of the Federal Republic of Germany 

7. In opening the discussion the Gorman representative described the 

overall development of the restrictions on imports in the past, which in his 

view showed that the facts set out in the basic document prepared by the 

sccretcriat did not reflect a static situation, but rather c phase of 

a dynamic development which ho believed had already come rather near the 

objectives of the General Agreement and would come even noarer to them. 

3. As a member of the CISC, the Federal Republic had already begun to 

eliminate quantitative import restrictions in 1948. Owing to the balance-of-

paynents crisis at the beginning of 1951, all measures taken up to that time 

had to be suspended. After this balance-of-payments crisis had been over

come, the Federal Government resumed, its policy of removing quantitative 

restrictions, always taking care to avoid, as far as possible, any new 

regress. On 8 January 1952, imports from the member countries of the OEEC 

were liberalized to the extent of 56.8 per cent of private imports in 194-9. 

Several further liberalization measures raised this percentage to 92.6 per 

cent, or to 86.2 per cent of total imports in the year of reference. 

9. The progressive improvement of the balance of payments rendered it 

possible extend the liberalization policy also beyond the OEEC area. 

In the spring of 1952, free lists for imports from 03EC non-member countries 

settling payments through the 3HJ were put into force. These free lists, 

except for a few negative items, were able to be harmonized with the OEEC 

free list in torch 1954. For countries with which the Federal Republic had 

concluded clearing agreements, quantitative restrictions wore de facto 

likewise removed, beginning in toy 1952, with the special system of "Open 

Licences"; in November 1952, a free list was for the first time put into 

force for imports from Spain. 

10. A new decisive step was the putting into force on 17 February 1954 of the 

first dollar free list. The Federal Government had since that time continuod 

gradually to relax quantitative restrictions on dollar imports and had, in 

four further stages, increased dollar liberalization to approximately 93.4 per 

cent, on 24 toy 1957 (computed on the basis of imports in 1953). This policy 

of progressive and gradual dollar liberalization had stood the test and 
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experience had shown that it was justified. It had not only left sufficient 

time for the economy to adept itself to changed conditions, but had also 

prevented the liberalization measures from having prejudicial effects on 

dollar reserves, on domestic production and on imports from other partner 

countries. Furthermore, imports from the dollar area had been progressively 

allowed to compete on the German market and trade mth that part of the world 

had increased steadily. This favourable experience, which had recently also 

been recognized by the CLKC "Torking Party No. 6 on dollar liberalization -->. 

measures, had reinforced the intention of the Federal Government to carry on 

tho policy it had followed hitherto. 

11. The representative of tho Federal Republic then said that the short survey 

he had made had shown the permanent progress of German liberalization measures. 

The procedure which had been applied was merely empirical, and could not 

prevent certain discriminator;**- effects, but it had the advantage of permitting 

full utilization of the regionally and individually existing possibilities of 

liberalization. 

12. With the measures carried through in May 1957, the Federal Government had 

initiated a new phase in its liberalization policy. The so-called harmonization 

of tho free lists aimed at gradually putting the present liberalization 

measures on a uniform and worldwide basis, in accordance with the provisions 

of the General Agreement end the xj?ticlos of the International Monetary Fund. 

In this action his Government was guided by two principles: (l) The 

desired harmonization should, as far as possible, not be accompanied by 

regressions in the present degree of liberalization of imports from certain 

areas and countries, but should rather (2) from tho outset, lead to an 

extension of the existing measures. In accordance with the new policy, with 

effect from 4 May 1957, a uniform import free-list had been established for 

the countries of the partl-r convertible currency area as a whole (specified 

in the footnotes on pege 4 of the basic document) and considerably extended 

as compared with the free list hitherto in force; concurrently with this 

measure, the dollar free list had been extended by the inclusion of some 

500 new items. 
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13. Apart from the extension of the liberalization measures, the first 

result of the new policy was a unification of the free-lists and, thus 

a clear division into three import areas. The three free-lists currently 

in force had been established in accordance with this geographical division, 

i.e. the OSSC negative items were automatically non-liberalized also vis-à-vis 

the other 'countries of the partly convertible currency area and vis-à-vis 

tho dollar area, and, vice versa, there was no commodity liberalized vis-à-vis 

the dollar arec which was not liberalized also under List I and List II. 

The representative of tho Federal Republic stressed the fact that it was and 

would remain the basic aim of his Government to remove at the earliest 

possible date the difference which still existed between tho throe free*lists 

and to grant all trade partnors a uniform treatment by the application of 

one free -list of worldwide validity. 

14. Concerning the non-liberalized commodity sector, as far as tho Federal 

Government had agreed upon bilateral quotas with its trade partners, the 

quotas were generally considered only es minimum quotas and treated as such 

in practice. In many cases also the establishment of bilateral quotas 

corresponded to the wishes of those trade partners themselves. The licensing 

authorities had been directed automatically to admit the quota limits to be 

exceeded by 15 per cent. Even beyond that level, licences wore granted in 

the most liberal way in accordance with the situation of the market, so that 

licensing quite often considerably exceeded tho agreed quotas. This could be 

demonstrated in detail by many practical examples. For commodities for 

which no general import possibilities hsd been established, interested im

porters had the right to apply for licences. In such cases, simplified 

licensing procedures applied to import applications of a value not ex

ceeding DM 10,000. 

15. A particular procedure hed recently been adopted for imports of 

non-liberalized commodities from the dollar area. Global import possi

bilities were being established from time to time for entiro groups of 

commodities, in order to ascertain real import needs and thus gain ex

perience for further liberaliaction. The practical results so far obtained 

by this procedure had led the Federal Government to consider the possibility 
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of proceeding in a similar way in the future as regards imports from non

dollar countries. There was no doubt that such global quotas applying 

without limitation to all countries of the same currency area offered 

certain advantages not only because of the simplification involved for 

the administration but mainly because of the elimination of certain 

restrictions inherent in any bilateral quota system. The establishment 

of global quotas might be considered a suitable stage of transition to 

full liberalization and their application could be extended. 

1 

n 
16. In concluding, the representative of the Federal Republic wished to 

repeat that his Government considered the reduction of quantitative restrictions 

and the full re-establishment of freedom in trade and payments to be 8 bas? c 

iand lasting aim of its foreign trade policy, and would attach a fundamental 

importance to the principles of GATT and to the recommendation of the 

International Monetary Fund. 

General Discussion 

17. The representative of Canada stated that his Government regarded the 

consultations with the Federal Republic as a matter of very high importance. 

From a bilateral point of view, Canada was concerned by the existing situation. 

The Federal Republic had become Canada's third largest export market where r^ 

it traditionally, and also in the recent past, sold substantial quantities 

of agricultural products and a wide variety of industrial products. His 

Government was perturbed by the fact that two-thirds of Canadian exports 

to the Federal Republic were still under control of one sort or another; 

it could not accept such a situation with equanimity. On the multilateral 

plane, these consultations had a considerable significance because the 

work of GATT and the relations between GATT and the Fund were at stake. The 

issue before the Committee was a test case, in much more than a formal sense 

of the term. 

18. In the course of the previous fortnight consultations within the agreed 

framework had taken place with seven countries still maintaining restrictions 

to safeguard their balance of payments under Article XII of the Agreement. 

il-
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In the opinion of the Canadian representative, it had to be recognized 

at the outset that the consultation with the Federal Republic must, by 

its nature, be somewhat different from that with the other contracting 

parties which had so far been examined. For the position of the Federal 

Republic was unique amongst the countries which had until then been 

maintaining restrictions for balance-of-payments reasons. 

19, One could not but be impressed with the very remarkable progress which 

the Federal Republic had made in recent years. There had been a steady and 

progressive growth of production under conditions of relative price stability. 

In the past two years the Gross National Product had expanded by not less 

than 18 per cent in real terms. On the external side, both exports and 

imports had shown a continuous expansion and the Federal Republic had been 

running a surplus on trading account, which in the previous year amounted to 

some $700 million. It was true that in 1956 there had been a considerable 

trade deficit with the dollar area but according to the paper prepared by 

the IMF a good part of the rise in dollar imports could be attributed to the 

fact that many dollar goods previously purchased through third countries 

were bought directly during this period. Furthermore, supplies from the 

dollar area proved to be cheaper or more easily available, as was for example 

the case with coal, scrap iron and, after the Suez crisis, oil. Actually 

taking all current transactions in dollars into account there had apparently 

been a rough payments balance during the year, 

20. In considering the capacity of a country to do without restrictions, one 

had, of course, to look not only at the current payments position and outlook, 

which in the case of the Federal Republic was very favourable, but also at the 

adequacy of the central reserves. So far as Germany was concerned there had 

been a remarkable and continuous increase of gold and foreign exchange. By 

the end of 1956 German holdings had attained a level of about $4.3 billion, 

equivalent to about eight months' imports. In effect Germany had a stronger 

reserve position than any major trading country other than the United States. 



Spec/72/57 
Page 8 -

21, In the circumstances one was inevitably led to the conclusion that there 

was no need for the Federal Republic to restrict the quantity or value of 

merchandise imported in order to safeguard its external financial position 

and balance of payments. So far as these consultations were concerned it 

was clear that the Federal Republic was not experiencing a very low level of 

monetary reserves and that no action was called for to forestall the imminent 

threat of, or to stop, a serious decline in its monetary reserves.. The 

Canadian representative quoted the recent decision of the IMF that "RestrictionsO 

on imports are no longer necessary in order to safeguard Germany's monetary 

reserves and balance of payments". Surely, he thought, most members of the i 

Committee would endorse this judgment and agree that the report on the con

sultation should leave no doubt on that question. 

22, It was a matter of surprise and somewhat of regret that the German 

representative had not accepted this position unequivocally along with the 

clear implications for the immediate future. The review he had made of 

past relaxations of restrictions had been of considerable interest, and the 

liberalization of trade referred to had certainly accounted for the substantial 

rise in imports that had taken place. Unfortunately, regarding the future 

the opening statement had not been very encouraging. The German representative^ 

had spoken of modifications of existing arrangements, of harmonization of 

several free lists, of feeling the way forward in one direction or another. 

The Fund's decision had been referred to as a matter of fundamental importance 

but no suggestion had been made by the representative of the Federal Republic 

of its immediate relevance or of the new situation which it created. 

23, The Canadian delegation expected that the Federal Government would proceed 

to remove its remaining restrictions"on imports as soon as possible and would 

in so doing bring its position into conformity with the spirit of the General 

Agreement, It was appreciated that there were a number of problems which the 

Federal Republic"would have to deal with in proceeding rapidly in that direction 

and which at an appropriate time it might wish to discuss with the COMPACTING 

PARTIES, This Committee was exclusively concerned with Article XII and 

restrictions maintained under it. 
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24-. The Canadian representative then suggested that the Committee, instead 

of following the four headings of the" plan for consultations, as it had 

done in the case of other countries -, should be concerned primarily if not 

solely with the first point, i.e. balance-of-payments position and prospects. 

Discussions under heading's II, III and IV might confuse the issue. Indeed, 

the position was one which called for a general removal of quantitative 

restrictions. 

25. The representative of the United States in the first instance expressed 

his appreciation to the delegate of the Federal Republic for his thoughtful 

and precise statement on the measures being taken by the German Government 

to eliminate quantitative restrictions. He then referred to the decision 

of the IMF that "restrictions on imports are no longer necessary in order 

to safeguard Germany's monetary reserves and balance of payments" and pointed 

out that that decision formally recognized a new level of achievement in the 

economic progress of the Federal Republic. The growth of her economy and 

trade had been sc notable that there was no need to repeat the details 

already mentioned by the delegate from Canada. His delegation extended their 

congratulations in the friendliest of terms to the people and the Government 

of the Federal Republic on their achievement. 

26. The economic progress of the Federal Republic might be ascribed to a 

number of factors. Without minimizing the human and natural contributions 

to the expansion of production, productivity, and trade, the constructive 

policies of the German Government might also be cited as being of particular 

importance. The policy of providing a sound financial basis for the German 

economy appeared to have been a most significant element contributing to 

.economic expansion. The encouragement of free enterprise internally and the 

establishment of a liberal trading regime externally had also been crucial, 

27. The representative of the United States believed that a consideration 

deserving special emphasis was the international environment. The existence 

of the General Agreement on Tariffs and Trade and the Articles of Agreement 

of the IMF, and the principles,of economic freedom and friendly international-

collaboration which they were designed to promote, had provided opportunities 
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for the Federal Republic's development that would not otherwise have been 

available. In addition, the fcrward-looking policies of individual 

governments represented at the Consultations Committee should be recalled; 

policies which assuredly the Government of the Federal Republic would be the 

first tc commend in analyzing the progress it had made. 

28, In congratulating the Federal Republic in that forum, he felt they 

might at the same time give recognition to the contributions tc German O 

economic progress of the contracting parties to the General Agreement -

and of the other members of the community of friendly nations, 

29, It was well known by members of the Committee that the Federal Republic 

had progressively achieved a high degree of trade liberalization and had 

substantially reduced its discriminâticn against the dollar area. The 

distance to be covered before the objective of full liberalization was 

reached might not appear great in conventional statistical terms but it 

was of real importance to the United States and to the CONTRACTING PARTIES 

in terms both of substance and of principle. A considerable number of items 

in the Federal Republic's import, schedule, particularly agricultural products, 

but also many raw materials and manufactured articles, were of interest to the 

Federal Republic's trading partners over the world, yet remained unliberalized 

for any area or liberalized, only for certain currency areas. Against this 

situation, the Committee had before it the indisputable facts of the Federal 

Republic's strong balance of payments and monetary reserves, both present 

and prospective, which the IMF had summed up in a simple and clear-cut decision. 

The decision made it plain that the Federal Republic no longer had a low level 

of monetary reserves and had the ability to remove import restrictions without 

inviting a threat of a decline in its monetary reserves, 

30, The United States representative was of the opinion that in a senoe the 

present discussion was a critical moment in the history of the General Agreement 

and in the evolution of trading relations among nations. It was a point at 

which the foundations of the structure of international trading relations 

were being subjected to a critical test. The response of Germany to this 

test would tell how well this 

<3' 
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structure had been built and hew well it would serve the international 

community in the.future. If it had been soundly built, and it was the 

belief, of his delegation that it; had, and if it was kept in good repair 

it would provide benefits net only to the Federal Republic's trading 

partners but tc the Federal Republic herself since she, as a large exporting 

nation, .would re.ap the benefits that flowed from adherence to fair and 

liberal world trade rules. If these benefits were tc be achieved, the 

Federal Republic would have to resist inevitable internal protectionist 

pressures and take a stand in terms of the long-run national interest 

in expending trade. Particularly when the Government of the Federal 

Republic was on the point cf entering a regional trading arrangement of 

unprecedented and historic significance, it was of special importance that 

it demonstrated in concrete terms its devotion to the principle of multi

lateralism which underlied the General Agreement. 

31. The United States representative stated that his Government welcomed 

the decision of the IMF and the favourable developments that it reflected. 

It was considered by his delegation as essential that the Federal Republic 

take early and forthright action to meet its responsibilities under the 

General Agreement, in consonance with its external financial position as 

reported by the MF. In the opinion cf his delegation the Federal Republic 

could meet its responsibilities to the CONTRACTING PARTIES only be removing 

the import restrictions it had been applying to safeguard its monetary 

reserves. Such action would net only add to the vitality cf the German 

economy but would also contribute additional strength tô the joint endeavours 

of the contracting parties under the General Agreement. In conclusion, the 

representative cf the United States said that in view of. the unique position 

of the German economy his delegation would associate itself with the suggestions 

on procedure outlined by the delegate cf Canada. 

32. The representative cf the United Kingdom stated that the views expressed 

by the delegates for Canada and the United States represented an attitude 

which other contracting parties should adopt not only from the point of view 

cf their own particular interests individually but mere importantly in the 
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light, of the provisions and functioning of the General Agreement. The 

crucial and fundamental point was the essential- changes that had taken place 

in the situation of the Federal Republic as reflected in the results of the 

Fund's 1956 consultations. His delegation, therefore, shared the disappointment 

that had been expressed as a result of the representative of théf Federal 

Republic not having made a clear and explicit recognition of that fact in his 

opening statement. Against the background of- the findings by the Fund and 

cf the provisions of Article XII of the GATT, and having regard to the facts 

of the present situation of the Federal Republic, his delegation felt that ^ 

the Federal Republic could nc longer claim balance-cf-payments justification 

for the restrictions it maintained. He hoped that the Federal Republic would 

recognise this fact, and would remember the precedent established by Belgium. 

Given that clear recognition the question then remained of examining how the 

Government of the Federal Republic would proceed in dismantling the remaining 

restrictions. It would, of course, be unrealistic not to recognise that such 

action by. the Federal Republic would create certain difficulties in some fields. 

To deal with such problems, however, the Federal Republic might approach the 

CONTRACTING PARTIES for a "hard core" waiver under the Decision cf 5 March 1955. 

He recalled that the delegation of the Federal Republic at the Review Session 

had themselves fcreseon the type cf problem that gave rise to the adoption of 

the Decision and had taken part in the negotiation of the terms and conditions rcj, 

laid down in it. He expressed the hope that the problems new envisaged would 

net mean that the hard core list would net bo as extensive as the present 

restricted list, and that there wculd be an area where the Federal Republic 

authorities could proceed rapidly with their elimination, or at least relaxation. 

Such action would be particularly warranted in view of the Federal Republic's 

overall external credit position which had been causing other countries a great 

deal of concern. In conclusion the representative of the United Kingdom 

expressed the hope that the Federal Republic would give a clear and unequivocal 

recognition of its position in relation to the provisions of the General 

Agreement. 
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33» The representative cf Denmark stated that his delegation had listened 

with great interest tc the opening statement of the representative of the 

Federal Republic, He thought that no clearer conclusions could be drawn 

frcm all the factual information at the disposal cf the Committee than what 

was stated by the Fund in paragraph 5 cf the document QRC/4/Add,2, His delegation 

alsc share! the view of the, Canadian representative on the situation of the 

Federal Republic and the procedure outlined by him for dealing with the 

remaining German restrict!ens, 

34. As the Committee was aware and as was also seen in the documentation 

before them, liberalization cf agricultural products was expected to give 

rise to special ixrcblems. These problems ought clearly to be dealt with 

under previsions or devices ether than Article XII. The Danish delegation 

welcomed the mere liberal import policy in agricultural products which had 

been folicwed by the Federal Republic in the past year, although Danish exports 

had net benefited from it tc the same degree as they would have wished. One 

of the reasons for this had been the agricultural policy of other countries, 

which had dislocated trade in these commodities. Nevertheless the import 

regime in Germany for agricultural products still had all the features of what 

was called restrictive state trading. The main characteristics were that 

imports did not take place unless permitted by price developments on the home 

market or a shcrtage of the goods in question. There were, therefore, only 

occasicnal importations and then often in rather large quantities which 

as a rule were to be delivered within a very short time. He pointed out that 

a heg could be produced within nine months only and that sudden additional 

demands for beef or butter similarly cculd not be met en a day-to-day basis. 

During the present round of consultatifs it had been stated at several 

meetings that a liberal import policy did not give the same certainty for 

exporters as formal liberalization. This was even more true in regard to 

agricultural products since there was a considerable time-lag between the 

preparaticn cf production and delivery. 
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35. The Danish represent?tive pointed cut that in spite of the more liberal 

imprrt pelicy in Germany fcr agricultural products the Aussenhandelsstelle 

had maintained a difference between imports and the latent demand for imported 

agricultural products so that the prices on the internal market had remained 

on a high level. This had given to the agricultural producers the protection 

which was mentioned in the basic document. As an illustration, he mentioned 

a few examples. Exports to the Federal Republic from Denmark of beef cattle 

in the autumn months was usually limited to a period of 6 - 8 weeks due ^ 

to the greater seasonal supply in the German home market. The export of 

sows for slaughtering to the Federal Republic following a German request 

had in long periods of past years been limited to certain quotas the allocation 

of which were checked by Denmark. As long as only importations of marginal 

quantities was allowed German farmers had no inducement to reduce costs of 

production and the cost of living in the Federal Republic would remain 

relatively higher than in those European countries which were mainly dependent 

on agricultural exports. The Danish delegation had noted that the increase 

in the cost of living had given concern to the Federal Republic authorities 

and that credit policy had been tightened. He expressed the opinion that a 

further liberalization of agricultural imports might be a better method to 

solve part of that problem provided that such liberalization was accompanied ^v 

by a liberal tariff policy on agricultural products. 

36. In conclusion the Danish representative stated that it was the hope of 

his Government that the Federal Republic would continue to pursue a policy 

of increasing imports also in the field of agricultural products and that 

it would see its way clear to solve the remaining special problems in that 

field in accordance with the principles and aims of the General Agreement 

and with the specific provisions laid down in regard to such problems. 
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37, The representative.Of Australia said he had observed in the IMF background 

paper that exports from the Federal Republic had risen 20 per cent in 1956 

compared with a 14 per cent rise in imports. As pointed out by the rep

resentative of Canada the Government of the Federal Republic was indeed in 

a fortunate position to have reserves at the end of 1956 equivalent to eight 

months''' imports. Furthermore the favourable trend in the external financial 

position had continued in the current year. While the Australian Government 

recognized and appreciated the recent very considerable liberalization measures 

taken by the Government of the Federal Republic, it felt that the progress 

in liberalization was not as rapid as it could be in the light of the provisions 

of the General Agreement. 

38, The Australian Government was particularly concerned about the development 

of its own export trade in an endeavour to surmount its balance-of-payments 

difficulties. In view of the present economic and financial position of the 

Federal Republic his delegation was in agreement with the conclusions of the" 

IMF i-h its last consultations with Germany. He referred to the statement in 

the basic document to.the effect that "In the agricultural sector> the pro

tection which producers receive owing to quantitative restrictions is more 

strongly felt" and drew attention to the fact that it was recognized that 

such restrictions constituted a barrier to trade* Moreover, in the opinion 

of his delegation the restrictions in force could not in fact_be justified on 

balance*of-payments grounds. His delegation, therefore, hoped that the 

Government of the Federal.Republic would take action for their rapid removal. 

While it was recognized that such action would create difficult problems for 

the Federal Republic authorities the representative of Australia pointed out 

that they could be overcome within the existing machinery of the GATT. 

39, Furthermore, in the light of the proposals for a common market, in which 

the Government of the Federal Republic had played a leading role, the present 

policy pursued by that Government raised another important question. The 

Australian delegation was anxious to help ensure that the common market was 

founded on a liberal trade policy. The achievement of such a policy would be 

difficult if individual members themselves were not wedded to a similar policy. 

In conclusion ho associated himself with the proposal made by the representative 

of Canada concerning the procedures to be followed for the consultation. 
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40, T h e representative of Belgium joined with previous speakers in expressing 

satisfaction at the results of the considerable economic progress that had been 

' made by the Federal Republic and the resultant attainment of a high level of 

monetary reserves which would enable the authorities to envisage further 

liberalization measures. His Government recognized the particular and special 

problems with which the Federal Republic was confronted and which had not yet 

permitted the achievement of full liberalization. The Belgian delegation, 

nevertheless, expressed its confident view that any future action which the 

Federal Republic would take in eliminating quantitative restrictions would ^ 

be in accerd with its commitments under the General Agreement. 

> . ;: 

41. The representative of the Federal Republic of Germany thanked the 

preceding speakers for their frank and forthright statements. He -pointed 

out that in principle there was little difference between the opinions 

expressed by them and the views held by his delegation. ' Referring to the 

specific problem that the Committee had addressed itself to he stated that 

there were"'two aspects to :be taken into consideration; firstly, the formal 

and legal aspect of the conclusions and recommendations of the Fund, and 

secondly, the practical one of how to draw conclusions from those findings. 
i He agreed'with the views expressed that the Federal Republic was confronted 

with a bésically new situation but nevertheless when the various points of the 

Fund1s findings were read in conjunction with each other the impression was £ 

given that the part of the findings referred to by previous speakers was not as 

unequivocal as they had assumed it to be. He referred to the statement to the 

effect that "The Fund urges Germany to eliminate its remaining restrictions 

and discrimination, other than prescription of currency, as soon as possible"; 

his interpretation of this was that the Fund itself had recognized that 

Germany had regional balance-of-payments difficulties and that it.felt that 

the .prescription of currency should not be eliminated so that the Federal 

Republic would be able to contend with such difficulties. Even though the 

overall balance-of-payments position had shown marked improvement there had 

been a substantial increase in discrepancy by currency ,area. According to 

forecasts made by the Federal Republic authorities the import surplus from the 

dollar area would increase to at least HI. 4.5 billion in the current year. 

At the same time, however, the export surplus to the EPU area would reach the 
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level of something like EM 6 billion as compared with EM 2.5 billion in 

1956. No doubt sach facts had decisively influenced the Fund's finding 

concerning the maintenance by Germany of prescription of currency. 

42. The representative of the Federal Republic then quoted the part of the 

Fund's finding which read as follows: "The Fund urges Germany to eliminate 

its remaining restrictions .... as soon as possible". This, he stated, was 

a recognition by the Fund that it would be unrealistic to expect import 

controls to be dismantled overnight. Moreover, if the Government of the 

Federal Republic did take such action it would give rise to severe internal 

political, social and economic problems with respect to the food'and agri

cultural sector. He pointed out to the representative of Canada that the 

greater part of Canadian exports of agricultural produce to Germany were not 

subject to restriction for balance-of-payments considerations, but rather in 

accordance with national legislation in conformity with GATT. The food and 

agricultural sector gave rise to special problems within the Federal Republic, 

as' indeed was the case with most European countries and many other contracting 

parties; the removal of these restrictions would be particularly difficult 

since it would entail the elimination of the whole system of German agri

cultural policy. As pointed out by the representative of Denmark imports of 

agricultural products were facilitated but nevertheless it would be a step 

of considerable consequence to advance from that stage to one of full liberal

ization. 

4-3. In the light of all these factors, therefore^ he stated it was clear 

that some transitional period would be necessary to enable the Federal Republic 

to abolish quantitative restrictions and eliminate discrimination. The 

representative of the Federal Republic then referred to the point on 

multilateralism raised by the representative of Canada and stated he was in 

agreement with him; but there was another aspect of the problem to be 

considered; for many years before the post-war period Germany's policy had 

been non-liberal, with efforts to establish an autarchy, isolation and a 

directed economy, with rigorous exchange control. In the post-war years 

Germany had succeeded in rebuilding the economy quickly with the aid of all 

European countries and particularly as a result of Marshall Aid from the 

United States of America. 
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44t These new developments had enabled the Federal Republic authorities 

to adopt a more liberal commercial policy than hitherto and, as he had 

pointed out in his opening statement, a permanent process of liberalization 

and the establishment of a free trade policy were in the course of development. 

These measures had been carried througr confidently and purposefully in order 

to bring trade policy into conformity with the provisions of the General 

Agreement. 

45. The Chairman then referred to the proposal by the representative of 

Canada on procedures to be followed by the Committee in its consultation with 

the Federal Republic of Germany. He stated that if the Committee accepted, 

as indeed it was bound to do by Article XV of the GATT, the findings of the 

IMF, the point of procedure taken by Canada and supported by the other 

delegates who had spoken must be sustained since it would follow that Germany's 

restrictions did not fall within Article XII. It would therefore, be 

inappropriate to proceed on the basis of the plan for Article XII consultations. 

If some contracting parties nevertheless wished to obtain information from the 

representative of the Federal Republic they could base their discussions on 

other provisions of the GATT, such as Article XXII. 

4-6, The Canadian representative referred to the statement by the representative 

of the Federal Republic that restrictions relating to a substantial proportion 

of Canadian exports to Germany were justified on the basis of existing legis

lation. In view of that claim he stressed the necessity to separate the 

restrictions maintained by the Federal Republic in order to ascertain exactly 

which of them could eventually be maintained under GATT and which of them must 

be eliminated. 

47. In reply the representative of the Federal Republic stated that the basic 

document made this distinction sufficiently clear, and gave a full description 

of the marketing laws. He then referred to the reservation in the Torquay 

Protocol which provided that Part II of the General Agreement need only be 

applied to the fullest extent not inconsistent with legislation in force.on 

21 April 1951 and would still be operative even if the Revised Agreement entered 

into force. The Canadian representative then stated that since the Committee 

was not the appropriate forum to discuss the provisional application of the 

Agreement, this point would have to be taken up with the CONTRACTING PARTIES. 
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The United Kingdom representative stated that the matter should certainly not 

be regarded as settled, and he would not like the representative of the 

Federal Republic to feel that it was not a subject that would require examin

ation in the near future. The question of the connexion between certain 

legislation and the Protocol of Provisional Application had arisen before and 

he was under the impression that there had been little doubt in most minds, 

at that time, that there was no justification for the restrictions under that 

Protocol. However, as stated by the representative of Canada it would be more 

appropriate for the CONTRACTING PARTIES to examine the matter. 

4-2. The representative of Canada drew the attention of the Committee to the 

expression "as soon as possible" in the Fund's recommendation to Germany to 

eliminate the remaining restrictions. His delegation certainly expected thai; 

the phrase would be interpreted as meaning a few months. He agreed, however, 

that there were many administrative and other difficulties in the way of the 

immediate removal of the restrictions and that a transitional period would be 

necessary; nevertheless that period should certainly provide for an early 

removal of the restrictions. Indeed, as stated by the representative of the 

United Kingdom, the Federal Republic might approach the CONTRACTING PARTIES 

for the granting of a waiver in respect of those particular groups of items 

for which a longer transitional period was required. With regard to the 

interpretation of the Fund's findings by the representative of the Federal 

Republic he enquired whether the representative of the Fund himself could give 

an opinion. Further, he quoted the sentence of the Fund's findings which 

stated that: "The Fund considers that restrictions on imports are no longer 

necessary in order to safeguard Germany's monetary reserves and balance of 

payments" and pointed out that when this was read in conjunction with the next 

sentence: "The Fund urges Germany to eliminate its remaining restrictions 

and discrimination, other than prescription of currency, as soon as possible" 

one could arrive at the conclusion that the situation envisaged by the Fund 

was one where all restrictions could be eliminated except for the continuance 

of some supervisory control on imports from particular currency areas. 
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.̂9. The representative of the IMF stated that he preferred to reply on 

technical grounds, AS he understood it the question of the Canadian delegate 

was whether a country could maintain a non-restrictive trade policy while at 

the same time prescribing the currencies in which imports from various areas 

should be paid. This appeared to be entirely feasible. It was true that some 

system of certification, or otherwise establishing a record, might be necessary 

to ensure that the Government's policies on prescription of currencies were 

being complied with. However, such control over imports need not be restrictive. ! 

That is, it need not limit or restrict the freedom of any individual to import ̂ > j 

any goods from any foreign country or countries as long as these simports were 

paid for in accordance with the prescription rules which had been laid down. 

i 
50. The representative cf the United States said that his delegation was aware 

of the economic and political problems confronting the Federal Republic and 

he agreed with previous statements that the immediate removal of the restrictions 

would create certain difficulties for the Government *f the Federal Republic. 

The United States delegation expected, however, that there would be an early 

review of the remaining restrictions in which the considerations brought to the 

attention of the delegation of the Federal Republic by this Committee would be 

fully taken into account. The representatives of both the United Kingdom and the 

United States together with the representative of Denmark stated that there 

should be a more precise definition of the Federal Republic's position vis-à-vis^ 

the provisions of GATT, in particular Article XII, since the CONTRACTING PARTIES ' 

would want to see that position quite clearly when they came to look at the 

results of the Consultation. In addition, these members said that it would 

be useful to the Committee if the representative of the Federal Republic could 

give a statement of intention concerning future internal and external policy, 

of a more precise nature than that given hitherto. Such a statement would 

add a constructive note to the consultations by the Committee. 

51. The representative of the Federal Republic of Germany replied that his 

Government had taken note of the findings of the Fund concerning its balance-of-

payments situation. It was recognized that they were of basic importance to 

the future policy of the Federal Republic in the field of quantitative restrict

ions. His Government would carefully examine the new situation and consider 

the measures which in consequence must be taken. However, he expressed the 
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hope that the Committee would understand that at the present stage, so short a 

time after the consultation with the Fund, and in view of the imminent German 

elections, his delegation could not make any binding declaration as to a further 

liberalization programme. He hoped, however, that as soon as the new Govern

ment was instituted it would decide on the measures to be taken in order to 

conform with the Federal Republic's obligations under the GATT in the light 

of this new situation. He thought that at the Twelfth Session his delegation 

would submit to the CONTRACTING PARTIES a programme of their future commercial 

policy. At this stage, nevertheless, he was in a position to state that in the 

near future further liberalization measures would be taken and the differences 

still existing between the three free lists would continue to be eliminated. 

His delegation confidently believed that all the difficulties still existing 

in some fields would be overcome after a certain period of transition. 

52, Members of the Committee expressed their appreciation to the delegation 

of the Federal Republic of Germany for their valuable contribution to the 

discussions and in particular for the reassuring concluding statement they had 

given J;o the Committee. The representative of the Federal Republic in turn 

expressed his thanks for the free and fair interchange of ideas which had 

taken place in the Committee on so friendly a basis. It had given his delegation 

the opportunity to explain to the Committee the situation of and the measures 

taken by the Federal Republic in the field of quantitative restrictions and 

accordingly, he hoped, had enabled the Committee to appreciate the measures and. 

intentions of his Government. '-, 

y ^ 


