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Or: E n g l i s h 

DE ft FT INTERIM REPORT OF THE WORDING PftRTY 

1. The rorking Party was appointed by the- Intersessional Committee 
at its meeting on 28 June 1957, at vh ich it took note of the modifi
cations introduced by the Government of France on 17 June in its .'• 
regime of import restrictions and considered that these modifications 
constituted a substantial intensification within the meaning of 
paragrasraph <'.(b) of Article XII. The FT nch Government was there-, 
fore invited to enter into consultation within 30 days as required 
by the provisions of that ftrticle. .'.'... .-> 

2. In accordance with the instructions given to it by the Inter
sessional Committee (see IC/SR 32, p.4). the '"'orking Party met,under 
the chairmanship of Mr. L. Cozzi (Italy), on'16 end 17 July in Paris 
oo initiate., on behalf of the COFTF*CTÏÏÏG; PftETÎÈS, the consultation 
with the French Government. In the course of the consultation, the * 
Working Party heard a statement from the head of the French Delegation 
the text of which is annexed to this report (Annex II), as well as 
statements of members of the French Delegation on the various points 
covered in the "Plan for consultrtions under article XII:4" -(Annex I)' 
ft summery of these statements ie appended to this Report.as Annex III. 
The \. orking Party heard also a statement from the representative of 
the International Monetary Fund to the effect that the IldF had 
completed- the preliminary" stage of its lf'56 consultation- TwilihrFrance 
and that the results of that consultation and the related documenta
tion would be transmitted to the COPTR.ACTHTG PARTIES 'before September 
next. 

I7ATUR5 OFJTÏÏT BftLft-'CE-OF-PAYITIIITS DIFFICULTIES 

3. The forking Party noted that, according to the figures given by 
the French delegation, the deterioration ±n the balance-of-payments 
position of Prrnce in 1956 had been principally due to a substantial 
increase in the trade deficit, the deterioration on the trade account 
amounting to about ,.950 millions. It noted further that, during the 
first three months of 1S57, the deterioration had continued and had 
become even more serious than during 1956.. The Working Party agreed 
thatj to a certain extent, this deterioration was due to exceptional 
circumstances such as the effects of frost on the import requirements 
for and the export availabilities of cereals. The effects of the 
frost on the French balance- of trade in 1956 was estimated by the 
French Delegation at about 300 millions dollars. It noted, however, 
that these exceptional circumstmces did not appear to be sufficient 
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to account for the total trade deficit during 1 56 or in the aarly 
months of 1957. This was admitted by the French Delegation, which 

--rercornized that the French Government-had deliberately tried to 
maintain the rate of expansion of the productive capacity, even though 
this would involve some decline in its fore5.gn exchange reserves. It 
was pointed out by members of the orking Party that the French 
balance-of-payments difficulties appeared to be ef a domestic origin, 
the deseqfciiibrium being caused by a general extension of internai 
demand. It appeared that the rate of expansion and the rate of rise 
in the standard of" living aimed at in the policy being pursued by 
the French Government were both higher than warranted by the current 
balance-of-payments situation. The French Delegation, while admitting 
that the task of reconciling the balance of payments and economic 
considerations was a difficult one-,notedthat the French Government had 
to take into aéôount the psychology of the French public. Although 
exceptional circumstances could not explain entirely the balance-of-
payments difficulties which had been encountered, it was essential « 
to note th8t, in the French context, the indirect effects of these 
accidental factors were probably greater than they would have been 
in any other country. 

.4. The prospects for the future appeared to depend on the expansion 
of exports, particularly in certain sectors of the economy such as 
agriculture and the-chemical industry. In this connection, some 
members of the '. or king Party pointed out th?t the French Government 
should be sure that this expansion of production would be conducted in 
a context of free Competition rnd without artificial assistance on 
the part of the public authorities. The expected expansion in the 
agricultural field and in particular in the exports of cereals was 
a source of concern for certain delegations. The French Delegation 
-.ndiceted that the French Government did not contemplate to foster 
&n artificial expansion of agricultural production and export, but 
to encourage a shift in production towards products such as meat, 
which could be produced competitively in France, ^s regards wheat, 

...some time would be needed before reconversion to other types of 
production took place, but there was no intention of developing an ixo 

; increased export surplus of cereals. 

5. It was also pointed out that the development of the • chemical 
industry in France, in particular the production of synthetic or 
artificial textile fibres, might create difficulties for countries 
exporting natural fibres. The French Delegation explained that the 
intention was not to stimulate artificially the production of such 
fibres, or to reduce imports of natural fibres, but simply to 
stabilize such imports at their present levels while developing the 
use of synthetic fibres to the sane extent as other .neighbouring 
countries. These synthetic mpterials, such as fibres and "rubber, 
would be utilized by exporting indurtri-̂ s and it "would not be in the 
interest of the French economy if t: •; •:oro produced at non-compe 
titivc prices or qurj.it i-s. It \: a noted bV the Forking Party that 
the objective- was not-the only thing of interest to other'governments; 
the means employed to achieve that objective were also of importance. 

J 
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ALTERNATIVE MEASURES TO RESTORE EQUILIBRIUM 

6. The Working Party noted the statements made by the French 
Delegation- concerning the intern-'-! mer sures which hrd been introduced 
in order to restore the equilibrium in the balance of payments and 
the measures which have been taken by the French Government since 
1(> 55 to improve productivity and export capacity. The forking Prrty 
was of the opinion that it would be in a better oosition to examine 
these problems when it hrd before it the documentation to be supplied ' 
by the International Lonetcry Fund and the G£TT Secretariat. The points 
on which rneibers of the. "..'orking Prrty would welcome further information 
included the extent to which the French Government was prepared, to 
demand its general ou' lie to forego the benefit of a rapid increase. 
in its stendrrd of living, and its industry, to slow down its r^te 
of expansion.. It would: also be useful for the \ orking Party to have 
:n esti-vte, in more "precise and quantitative terms, of the cumula
tive effects of the nee sures t^ken by the French Government to restore 
equilibrium. Certain doubts were expressed as to the feasibility of 
restoring equilibrium within the time-limit of 18 months as contemolatec 
by the French Government and the question was asked whether the French 
Government v/ere prepared to introduce further measures if the measures 
now-in force proved to be insufficient to achieve that purpose» The 
F: encii D legation indicated thrt the French Government would heve. to 
consider this question when the 1S58 budget would be prepared on the 
basis of a stabilisât..on of the French economy on the level to be 
reached by the end of 1C57. " 

KlTUR-3 /.IT) SCOPS OF TH"~ HIT" FSIFICTION 

.7. ...Several members of the : "orking Party oointed out that the snecial 
compensation tax which the French Government had introduced at the. 
time when imports were liberalized and which was inconsistent with 
its commitments under the G-/TT could hardly be maintained after- the 
libéralisation measures had been repealed. The French Representative 
pointed out that there had been no ch-nge in the application of the 
tax as a result of the-new restrictions and that-the French Government' 
considered thrt this tax could not be. treated as a purely commercial 
measure. If the French Government should extend the scope of that 
tax, this would ~be part of the general scheme for remedial measures.'/• s 
the "orking Party was of the opinion that it would be in a better 
oosition to consider these rcredial measures at a later date, it 
appeared more logical to defer until that time the examinationoof the 
temporrry tax. The -/forking Party further noted that, under the terms 
of a decision, taken by the" COi-TT"-ACTING P/F.YISS at their last session, 
the French Government was expected to submit a report on the '"ax by 
1 oentember next; this renort would be examined by the Intersessional 
• omir.it tee which could determine whether the consideration of the 
measures taken by the French Government î ould take place in the 
"orking Party on Consultation with France or in another place. 

~t 
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8. The .orkinp Pprty felt.that the introduction of two seoerete import 
prorrremes for essential r?w matériels. on the ons hend, rnd other 
products (consumer or eq? ipmeht foods, agriculture1 oroducts and semi- ' 
manufactures) on the., other hee.d, introduced a complication end make it 
difficult to see clearly hov; the system would work, until the amounts of 
the quotas beca.» known, end the view was expressed thet, although the 
iiitei-tipn of the French Government was to reduce discrimination, the 
new system might introduce new discriminetory features. The French 
Delegat ion agreed thrt the position would become clearer when the 
announcements concerning the import programme becsme available; it 
pointed out, however, that the new system would not be modified as fer 
.as contractuel comnitments or eutonomous quotas were concerned, end 
thèt .the. main., change-would be thet the former liberalized products for 
the OZEC' or for' the Q3EC and the dollar erea would be merged, respect
ively, with the global quotas for the EPU end the transferable franc *̂) 
r.ree, or with the global quotas for the oPU, the trensférable frenc area 
end the doller erea, es fa:? es programme ." is. concerned» /s regards 
the vrrious categories of liberalized products included in programme B, 
the new system would be. th8t of rlobe.l quotes open to ell the countries 
for, which such imports were formerly liberalized. 

EFFECTS 0iT TF.ADE 

9. . The ""or king Pert}?- noted thet, for the commodities included in 
programme A, the imports would be limited to about 545 billions for the 
second half of 1157, as compered with actual imeorts of 500 billions 
.francs in the second half of 1S56, rnd thet for the commodities included 
in Cvroup B, the average reduction would be of the magnitude of 30 %. 
The figure of 545 billions francs was errived et after considering the 
needs of the French economy end the stock position for the individuel 
commodities, whereas the reduction with respect to programme B 
was a result of a uniform rate of reduction on the vrrious .categories 
of goodsj which would bring down the total imports under that 4 
prorremme to the 1S55 figures. 

10. It appeared difficult to estimate the effects of the new measures 
on the different currency areas, as the wider use of global quotas, 
including various currency Teas would give a wider choice of sources 
of supply to the importers end commercial considerations might effect 
the geographical distribution of suppliers. It should.be added, hove ver', 
that, insofar as contractuel commitments had been entered into,there 
would be no change in the le^al position or in the amount to be 
imported. 

11. ". ith respect to the maintenance of discrimin'tory measures vis-à-vis 
the dollar area, it was pointed out that the French Government might 
find it advisable to husband its limited exchange reserves 1: el loving 
its importers to buy in the cheapest market, irrespective of the 
currency of settlement. The French Delegation pointed out that the 
discrimination vould only exist v/hen goods were available uider the 

, seme terms from two or more currency rrees but thet the reasons which 
justified the maintenance of such limitation before 17 June were still 
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relevant at the present time. The products under programme B for which 
imports from the dollar area will bo admitted were listed in...tho-Notices 
to importers issued in the course of February 1£57. Moreover, the new 
regime would, in many respects, reduce the scope and intensity of the 
discriminatory measures which were in force orior to the suspension of 
liberalization measures-

12c Some doubts were expressed by members of the Working Party concerning; 
the adequacy of- the measures taken by the French Government to. conform r. 
to paragraphs 2 and 3 of the code of "Standard Practices" approved by 
the CCi'TJ'/-CTIÏ!'G P.IIMÏ JS in 1£50. The French Delegation pointed out that 
zz regards goods which had been paid for a substantial part or were 
covered by an irrevocable letter of credit, these goods would have been 
covered by an import document at the time of the pa3Tiiont and that no 
problem should arise. As regards goods ;ien route", the Customs Authori
ties have been instructed on 1 July to clear them if the accompanying 
transport documents gave sufficient evidence that the goods had been 
shipped before the date of suspension. 

15. As rt-gards prior contracts or orders for which no licence had been . 
issued, the position was more difficult. The French Authorities did not 
expect difficulties in connection With the products included in Program-
mo A, in view of the nature and habits of the trade. For the products 
c Vcred by programme B, the French Government expected that the adoption 
of a system on past performances of the importers similar to that applied 
satisfactorily by the United Kingdom authorities to determine easily ' 
whether the importers, while keeping a check on imports effected by 
direct users or non-traditional importers. The statements made in 
writing and orally by the French authorities should provide the necessary 
assurances that the French Government would t?ke due account of the isgxfci 
legitimate interests of the exporters. The application for licence 
related to prior contracts would receive priority within the- limits of: 
the quotas for the second half of 1957. The French Authorities would also 
take into consideration the needs cf seasonal trade, as well as 
individual cas-s ôf hardship in the application of the 50 % rule. 

/Although, the French Government was not preparod to releaso to the 
public the detailed instructions given to the comoetent authorities, 
it intended to touch on this ooint in its future announcements to 
importers, and would have no objection if this Peport and the documents 
attached.on this point were communicated, on a confidential basis, to 
exporters/. 

14. Several members of the Working Party wished to draw the attention 
cf the French Government to the practical disadvantages of the issue of-
licences valid for only three months instead of six as formerly. The 
French Government was pr^ap ed to consider issuing new licences on a 
six-months basis; As regards the licences issued prior to the 18 June, 
it would be desirable for the imports covered by such licences to Ve 
effected as soon as possible, in order to determine as early as possible 
the needs of the French economy* The French authorities, however, would 
bo preparod to consider hardship cases on an indi' .dual ad hoc basis. -

15. The members of the. Working Party wished to have further information 
on the part to be pfeyed by the Technical Comr/.ittees in the consideration 
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of applications for licences. The French Delegation indicated that 
from a legal point of view, the role of t'heso committees remain without 
change, hut'that, in effect, their influence would bo greatly reduced 
in view of the introduction of the system of global quotas and of the 
•distribution of licer.\ces among' importers of products included in 
programme B on the basis of the imports made by each importer during 
a représentative period. The task of these committees would be confined < 
to relatively secondary questions such as the granting of quotas to 
now comers or of priorities to contracts entered into before.18 June. 

13. The attention of the French Government was drawn to the desirabili-
tj of communieating to the other contracting parties the text of the 
administrative measures which it might t'ke in order to implement 
the import programme. Such a communication would give the .contracting 
parties some indication of the spirit in which ;the principles set f ortfcf ; 
by the French Authorities in their, communications and statements to the^ } 
Working Party are in fact being applied. —; 

CONCIuDIITG REMARKS 

17. The Working Party considers that the preliminary exchange of views 
which had taken place betT,veen the French Delegation and the other 
members has been very useful and has enabled it to have a clearer view 
of the French economic and financial situation. It was particularly 
gratified in having the opportunity of discussing in a free and frank 
manner all the points covered in the plan for consultation with the I 
high officials whom the French Government had designated to participate 
in these discussions, and it was confident that the views expressed by 
the members of the Working Party would be taken into account by the Frond 
Authorities in the framing of their future policy. The French Delegation 
expressed its appreciation of the frank and co operative spirit inwhichlho 
ooncultation had been conducted and assured the other members of the 
Working Party that their views would be.duly transmitted to the ^ronch 
Government. 

13. The Working Party is however of the opinion that, because of the ^ j 
rime-limit imposed by the provisions of the General Agreement, this 
preliminary exchange of viows could not be considered as having covered 
• he entire field. The Vt'orking Party had not yet received from the 
International Monetary Fund the necessary documentation on the nature 
of the balance-of-payments difficulties of France or their views on 
the remedial measures proposed. The information so far available did not 
entirely dispel the doubts which some members might be entertaining on 
certain major points. It was not clear for instance, whether the recent 
difficulties would not have been avoided if the French Government had Ï 
taken earlier certain more vigorous measures to face the situation, or 
whether the remedial measures applied or under consideration could be 
expected to restore equilibrium within a. reasonable time-limit. Some 
nepers also felt that the French Government was pursuing various .; 
objectives which might be difficult to reconcile and that the French 
internal policies might not take sufficiently into account the effects j 
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which thoy might have or fail to have on the French balrnce-of-payments 
situation. 

l-« The French Deletetion had given to the Working Party detailed 
inscription concerning the import policy to be followed in the immediate 
future, but, in the absence of the actuel quotas which would bo included 
ii- that import programme, the Working Party felt that it was difficult 
for it to have a clear picture of the operation of the now policy. It 
would bo therefore necessary for it to examine at a later stage the 
Cote: Is of that programme when it has been approved by the French Govern
ment, and it might bo more useful to resume its discussion when this 
proa;r~mmo had been in operation for some timo. 

20. ïhc V/orking Party recommends that the consultation with Franco 
which has been initiated on the 16 and 17 July shou'd not be considered 
as hcvia been concluded and that it should reconvene in the autumn of 
this year,'when fuller documentation is at its'disposal. The Working 
Party would then complete the consultation and submit a final report 
to tlio Intersessional Committee. 

Annexes to be added. 
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