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1959 CONSULTATIONS IL1DER ETIOLE LSI: 4(b) 

Results of the 1958 Consultation between the IMF and 
France, concluded on 29 April 1959 

1. The Government of France has consulted the Fund under Article LŒV, 
Section 4» °f the Fund Agreement concerning the further retention of its 
transitionr.1 arrangenents. 

2. Largely as a result of the credit, fiscal and related measures taken at 
the end of 1957 and beginning of 1956» inflationary pressures were substantially 
reduced during'1958. A further increase in investment was accompanied by a 
considerable rise in savings deposits while consumption remained practically 
stable, AS the demand for consumer durable goods declined, the increase in 
industriel output slowed down considerably. Credit to the private sector 
increased slightly. The Treasury deficit in 1958 was substantially smaller 
than a year earlier and was financed with only minor recourse to direct 
advances from the central bank. The elimination of many subsidies, higher 
charges for most public utilities, and shortages of some food products were 
among the important reasons for large price increases in the first half of 
1958, but by May of that year prices had been largely stabilized, although 

this was in part achieved through the reintroduction of some subsidies. 

3. A reduction in the trade deficit, mostly as a result of lower imports, and 
in the deficit on services resulted in a substantially smaller deficit in the 
franc area's balance of payments on goods and services in 1958. This deficit 
was financed through the utilization of foreign credits granted to France in 
January 1958. The increase in central reserves in 1958 was mainly due to gold 
sales by French residents to the Exchange Stabilization Fund. 

4» In late 1958 and early 1959 the Government took a number of new measures 
designed to strengthen further the economy. Certain government expenditures were 
cut anè taxes increased, subsidies were reduced or eliminated and public 
utility charges were increased, while most escalator clauses were abolished. 
The restrictive credit policy pursued in 1958 was maintained with minor 
modifications. At the seme time the franc was devalued and a par value 
established; non-resident convertibility of the franc with some exceptions 
was introduced; certain capital controls were relaxed; and imports were 
liberalized on a large scale together with a reduction in discrimination. The 
Fund welcomes the measures taken to stabilize the economy aad feels that 
implementation of the new programme will go far toward restoring external and 
internal equilibrium on an enduring basis. 

5. The Fund welcomes the steps taken by France and other European countries 
at the end of 1958 to make their currencies convertible in the hands of non
residents, and the great improvement in the French foreign payments position. 
In the light of these circumstances, while the Fund notes with satisfaction the 
steps already trken by France to reduce discrimination and the level of 
restrictions, it urges France to take further steps which would progressively 
eliminate discrimination, including that arising from bilateralism. The Fund 
does not object to the minor iiultiple currency practice which remains in the 
exchange system. 

6. In concluding the 1958 consultations, the Fund has no other comments to 
m?ke on the tr°neition°l °T-T>annpments maintained by France. 
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