
GENERAL AGREEMENT ON TARIFFS AND TRADE RESTRICTED 

Committee on Balance-of-Payments Restrictions -

DRAFT REPORT OF THE COMMITTEE ON BALANCE-OF-FAYMENTS 
RESTRICTIONS ON THE CONSULTATION WÏTH GREECE 

1. In accordance with its terms of reference the Committee conducted the 
consultations with Greece under paragraph 12(b) of Article XVTII. The 
Committee had before it: (a) the "basic document" prepared by the secretariat; 
and (b) a document provided by the International Monetary Fund. In conducting 
the consultation the Cpmmittee followed the "plan" recommended by the 
CONTRACTING PARTIES. The discussion with the Committee was completed on • 
17 May 1960. The present report summarizes the main points discussed during 
the consultation. 

Consultation with the International Monetary Fund 

2. Pursuant to the provisions of Article XV of the General Agreement, the 
CONTRACTING PARTIES had invited the International' Monetary Fund to consult 
with them in connexion with this consultation with Greece. As a part of the 
consultation between the CONTRACTING PARTIES and the Fund, the latter trans
mitted background material prepared in connexion with the current consultation 
of the Fund with Greece. In accordance with the agreed procedure the repre
sentative of the Fund was invited to make a statement supplementing the Fund's 
documentation concerning the position of Greece. The statement made was as 
follows: 

"The International Monetary Fund has transmitted for the information 
and use of the CONTRACTING PARTIES a background paper on Greece, dated 
May 3, I960. 

"In connexion with the consultation with Greece under Article 
XvTII:12(b) of the General Agreement, the"general level of restrictions 
of Greece which are under reference does not go beyond the extent 
necessary at the present time to stop a serious decline' in its monetary 
reserves. The Fund expects to complete a consultation with Greece in the 
near future, and the decision relating to that consultation will be 
transmitted to the CONTRACTING PARTIES. ' Pending the conclusion of that 
consultation, the Fund does not wish to comment on possible alternative 
measures to restore equilibrium, or the system and methods of the 
restrictions." . 
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Balance-of-Payments Position and Prospects 

3. In opening the discussion, the representative of Greece outlined'the"'" 
development of his country's foreign trade and the changes in the foreign 
reserve position since 1957 when Greece had last consulted with the Committee. 
As a result of the generally lower levels of economic activity in many countries 
during the first half of the period under review and the decline in world 
market prices for many of Greece's major export-products, together with a 
decline in domestic agricultural production, there had been a marked reduction 
in the rate of growth of the Greek economy during these years. As a consequence 
of these developments the trade deficit, particularly with the QSËC area, had 
shown some substantial increases in 1957 and 1958. The deterioration of the 
trade balance had been accompanied by a fall in the gold ;and foreign exchange 
reserves of the Bank of Greece from $198.6 million at the beginning of 1957 
to $153.2 million by the end of 1958, or a decrease of $45.4 million. If 
account were taken of the $50 million of outstanding short-term exchange 
obligations, net gold and foreign exchange reserves at the end of 195,8 had 
amounted to only $100 million. In these circumstances, and in vie¥: °^ ^e . 
difficulties encountered in the export markets for agricultural products, on 
which Greece was primarily dependent as a source of export income (in 1958 
agricultural exports had accounted for about 73 per cent of total export 
earnings of about $242 million), the Greek Government, in April 1959, had-
introduced quota restrictions for a limited number of commodities when imported 
from OEEC countries, the United States and Canada. As a result of the 
restrictive measures taken in 1958 and 195.9, but primarily because of a 
reduction in inventories and a slackening of economic activity in Greece during 
1959, the reserve position showed some improvement during the year. Exports 
stayed at a relatively low level during 1959; in fact they fell further, by 
12.5 per cent from the- level of the previous year, also the terms of trade, 
which had shown some improvement in 1958, deteriorated. The reduction in the 
trade deficit from $293 million in 1958 to about $267 million in 1959 must 
therefore be largely attributed to the decrease in imports. 

4, Imports during the first quarter of 1960 had amounted to $111,8 million 
while exports had reached a value of only $57,0 million (as compared with 
figures of $104»8 million and $57.5 million for the corresponding period in 
1959) and the trade deficit had been larger by about $7.0 million than in the 
same period in 1959,. It was expected that the unfavourable factors affecting 
Greek exports would continue in 1960 and no improvement was as yet visible. 
In these circumstances it had not been possible to relax import restrictions. 
It was the Greek Government's hope, however, that further economic growth and 
rising levels of prosperity in the world economy would result in increased 
trading facilities for Greece. An improvement in export possibilities was 
essential for the further economic development' of the country and a pre
requisite for a reorientation of the Greek commercial policy. . The Greek 
Government hoped to be able to revert to its traditional liberal trade policy 

as soon as this was possible. Only with great reluctance and after considerable 
losses in the reserve position had his Government imposed even the limited . 
number of restrictions required to protect the country against a further 
deterioration in the balance of payments. 
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5. In the following discussion the representative of Greece re-emphasized 
the problems resulting from the disparity between merchandise exports and 
imports. The improvement in 1959 in the overall balance of payments could not 
be considered a factor of strength as it was primarily the result of a decline 
in imports (on a c.i.f, basis from ^525 million in 1958 to $473 xriUiau in 1959). A 
continued low level of imports could not remain without serious repercussions 
on the development of the country. Another factor contributing"to the improve
ment in the balance of payments in 1959 had been an increase in economic aid, 
to %67 million compared with $42 million in 1958. Although foreign aid was 
highly welcome, it could not in the long run be a substitute for a satisfactory' 
balance on trade account. Furthermore, there had been a modest increase in 
invisible export earnings (from about ^54 million in 1958 to $66 million In 
1959) and an increase in private donations, mainly emigrants' remittances 
(from ft77 million in 1958 to ̂ 89 million in 1959). It was mainly owing to 
these developments and to drawings on a loan from the Federal Republic of 
Germany that the gold and foreign exchange reserves of the Bank of Greece had 
risen by some f50 million in 1959, to ̂ 204 million at the end of the year. 

At the end of the first quarter of 1960 the gold and exchange reserves of 
Greece stood at ̂ 219.8 million. The representative of Greece, however, pointed 
out that the increases were not based on any fundamental improvement in the 
balance of payments and considered that the present level of reserves, though 
higher than in the previous year, was still too low to justify a substantial 
liberalization of trade, having regard to the sustained and increasing trade 
deficit. 

6. In reply to several questions concerning the prospect for increased 
foreign exchange earnings from tourism, transportation, insurance and other in
visible exports and from private donations, the representative of Greece 
pointed to the volatile nature of some of these items. Foreign exchange receipts 
from tourism, for example, were particularly sensitive to changes in the 
political environment and economic conditions abroad and were therefore 
highly unpredictable. Income from transportation, mainly shipping, and • 
emigrants' remittances, were also highly dependent on a favourable economic 
climate abroad. Although it was hoped that continued high levels of economic 
activity abroad would prevent a reduction in these exchange receipts there 
could be no certainty of significant increases in exchange earnings from 
shipping or tourism even though, as had been noted by a member of the Committee, 
net income from tourism was, as yet, at quite a low level. 

7. In view of the very heavy dependence of Greece on exports of a few 
agricultural commodities and raw materials, namely tobacco, currants and 
raisins, cotton, minerals and ores, olives and olive oil, wines and fresh 
fruits, members of the Committee enquired about the export prospects for these 
commodities and about any measures which had been taken or were envisaged to 
promote their export. They also enquired what measures had been taken for 
diversifying and increasing the range of available export products. The 
representative of Greece explained that one of his country's basic problems 
was, indeed, the large influence of agricultural production and incomes on the 
general level of economic activity'in Greece and more specifically the still 
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very large dependence on agricultural exports as the main source of foreign 
exchange receipts. While it was difficult, if not impossible, to predict 
developments on international markets for agricultural products, there had. 
been particular concern that the establishment of regional economic groups 
might have adverse effects on Greek exports, thus further aggravating the prob
lem of the trade imbalance which had been experienced with many Western 
European countries. Similarly, a significant expansion of exports to countries 
with which Greece had bilateral clearing arrangements was unlikely in view of 
the limited capacity of Greece to_absorb larger quantities of the types and 
qualities of goods offered for export by these countries. As regards indus
trialization and diversification, some considerable progress had been made in 
recent years in diversifying the economy, and the output of almost all branches 
of industry had been increasing up to 1959, In 1959 the increase in the output 
of manufactures had been insignificant and textile production had even shown a 
substantial decrease. It was expected, however, that the rate of growth in the 
industrial, sector would recover and a substantial increase in industrial capa
city was provided for in the current Five-Year Development Plan , now in its 
initial phase. Despite the expected progress in industrialization, Greece 
would continue to depend for some time to come for a large part of its foreign 
exchange earning ability on traditional exports, mainly agricultural products.; , . 

8. With regard to export promotion measures, the Government had set up a 
Marketing Office to facilitate export marketing; notably this Office had 
acted to channel credits to the packaging industry for modernization and 
expansion of plant and equipment, and had rendered other services such as 
giving advice on packaging and product design. There was also a Quality Control, 
Board whose function was to assure a uniformly high quality for export products. 
The Government was pursuing a policy of favouring the production of goods which 
could find a ready export market or which were still in relatively short supply. 
Measures had been taken to restrain the production of certain products which 
had encountered difficulties in export markets, but these measures were limited 
in scope, principally because demographic and climatic conditions made it 
difficult to find suitable alternative production. For example, about 1.2 mil
lion people, out of a total population of about 8.5 million, were dependent for 
a large or major part of their incomes on the production of tobacco in areas 
where no suitable alternative cultivation could be found. Nevertheless, 
measures affecting output had had to be introduced despite the not inconsiderable 
hardships which these measures caused, especially for large families. 

9. Members of the Committee noted that the export difficulties experienced by 
Greece in 1958 and 1959 .had been aggravated by farm price support measures, and 
enquired whether the Government had given consideration to measures to adjust 
agricultural prices so as to make Greek products more competitive in inter
national markets. The representative of Greece explained that it had been his 
Government's policy not to fix prices in excess of world market prices, the 
major exceptions to this policy being the support prices for wheat and tobacco. 

See the statement annexed to this report. 
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Out of social considerations it had been necessary to support an internal 
price for wheat and bread, the cost of production of wheat in Greece being 
higher than, for example, in the United States and Canada. No wheat was being 
exported and the volume of wheat production was still below domestic consump
tion requirements. Subsidies at present paid to wheat growers would gradually 
decrease while at the same time the shift to certain other agricultural crops 
such as cotton and feedstuffs was being subsidized. The price support policy 
followed by the Government with respect to tobacco did not seem significantly 
to affect the market prospects for this commodity. Tobacco was not a fast-
selling product, and the stock and supply conditions in international tobacco 
markets were related closely to the' timing of large-scale purchases by State 
monopolies and large*firms. Furthermore, raw tobacco had a low price elasticity 
because of the relatively low share of the cost of the raw material in the 
selling price of the final product and because of the dictate of consumer taste 
and blending formulae. In reply to a question, the representative of Greece 
stated that unsold stocks by the end of the 1959/60 export season (June 1960) 
had been estimated at about 20,000 tons or about 20-25 per cent of average 
annual production in recent years. 

10. In discussing the governmental measures relating to sultanas, the Greek 
representative stated that the deterioration in 1959 in the international 
market for this product had made it necessary for the Government to intervene 
and to purchase substantial amounts of sultanas at the set support price. 
When these purchases were made the support price was in excess of the world 
market price although at the time when the minimum support price had initially 
been fixed it had been well below world market prices. The major part of the 
official stocks accruing from these purchases had had to be sold at a loss 
despite some improvement in world market prices for the product early in 1960; 
the remaining stocks continued to be a problem. 

Alternative Measures to Restore Equilibrium 

11. Members of the Committee welcomed the success achieved by the monetary and 
fiscal policies pursued by the Greek Government in maintaining relative price 
stability and in preserving confidence in the currency. Noting that some 
progress had been made in the development of a capital market in Greece they 
enquired whether and what measures were taken by the Government to stimulate 
the inflow of private capital from abroad. The representative of Greece 
explained that the Government had enacted a law establishing an Industrial 
Development Organization which was to begin operations in the near future. It 
was hoped that this Organization would induce the public to convert existing 
liquid assets into long-term investment capital and would further stimulate 
the domestic capital market through the opening up of advantageous investment 
opportunities. The establishment of the Industrial Development Organization 
was an additional measure in the Government's efforts to provide incentives to 
investment capital. Other legislation favouring investment in public enter
prises had already been enacted in 1957 . 

Cf. also the annexed statement. 
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12. Members of the Committee noted the successive reductions in interest 
rates effected in recent years by the monetary authorities in order to 
encourage productive investment. As to whether the Greek authorities contem
plated a possible increase in interest rates as an alternative measure to 
restore equilibrium, and to counteract the inflationary effects of the 
Development Plan, the representative of Greece affirmed that the Greek Govern
ment had taken and was willing to take all possible monetary and fiscal measures 
in appropriate circumstances. However, it appeared that an increase in interest 
rates, affecting economic activity in general, would not be the most suitable 
policy to deal with the present economic problems of Greece. 
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System and Methods of the Restrictions 

13. In discussing the import control system of Greece, members of the Committee 
expressed the view that, although the intention appeared to be to apply import 
restrictions to only a small part of imports, the import regulations and pro
cedures were exceedingly complex, and could not but be an impediment to trade 
oven in the sectors wheie no restrictions were intended. The discriminatory 
application of the restrictions was a matter of particular concern and, having 
regard to the advent of external convertibility of many currencies, it was to 
be hoped that Greece could dispense with the discriminatory element of the 
restrictions at an early date. A member of the Committee referred to the 
statement made by the Greek delegation at the last session (L/1114, pr.ge 3) in 
which reference was made to paragraph 2 of Article XIV as the basis of discrimina
tion, and noted that the invocation of that provision required the consent of 
tho'COwïRACTIÎTG PARTUS, which did not seem to have been obtained. 

14. In reply, the representative of Greece explained that the discriminatory 
application of restrictions, which vruvo in accordance with the appropriate 
provisions of the General Agreement, had been necessary owing to the abnormal 
circumstances prevailing in the post-war jrears requiring exceptional transitional 
period arrangements; apart from the limitations on currency convertibility, 
account had also to bo taken of special factors affecting the country's external 
rcserves, such as the availability of specirl external credit facilities. • The 
Greek delegation confirmed that, as had been duly noted in GATT documents including 
the Tenth Annual Report by the CONTRACTING PARTIES on Discrimination (BISD, Eighth 
Supplement, page 67)', the discriminatory application of Greek restrictions was 
based on paragraph l(b) of Article XIV. It was likewise acknowledged that in 
spite of the reference to Article XII in the statement circulated by the Greek 
delegation at Tokyo (L/1114) the Greek balance-of-payments restrictions wore 
particularly covered by Section B of Article XVIII. 

15. The Committee noted that one of the reasons invoked by Greece for the intro
duction of new restrictions in April 1959 on imports from the"-EMA area, Canada and 
the United States (of timber, coal, iron and steel sheets, sewing machines, 
electrical equipment, wood pulp, newsprint and tyres and tubes) had been'the con-
tinuous and progressive tr.-de deficit with the countries of the EMA area. Some 
members doubted the appropriateness of applying the new restrictions only to im
ports from these particular countries, especially Canada and the United States. 
Greece's balance of payments vis-à-vis the United States, in contrast to that 
vis-à-vis the OEliC countries, had been a favourable one. Another member ob
served that- by the seme token there appeared to be no justification for excluding 
countries such as Japan from the automatic authorizations treatment of certain im
ports under Procedure S, and especially for according special treatment' to the 
four Japanese products included in List A. 

16. The representative of Greece referred to the various decisions taken by OEISC 
exempting Greece from obligations pursuant to the Code of Liberalization and per
mitting such restrictions as the quotas introduced in April 1959 for OEEC countries. 
The decision to extend these quota restrictions also to imports from the United 
States and Canada had beon taken in order to ensure adequate protection for the 
balance of payments. As for the area with respect to which the Procedure S was 
effective, this procedure applied to imports from (a) Canada and the United 
States, (b) the "EMA countries" in the sense of the signatories to the European 
Monetary Agreement and all countries in the currency areas linked with them, and 
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(c) countries with which Greece had bilateral agreements. Imports from Japan, 
except for a few products included in List A and•requiring a special licence, had 
until recently been authorized under Procedure 2. Since the termination of the 
trade and payments agreement between Japan and Greece, imports from Japan had been 
subject to Procedure D authorizations, although in practice they were freely 
admitted. 

17. Members of the Committee noted that for the import of goods subject to quota 
restriction from the EMA countries, the United States and Canada, quotas for the 
last three-quarters of 1959 bad been fixed at an amount equivalent to an annual 
rate of 043 million, and the quotas for the first half of i960 were equivalent to 
an annual rate of 038,9 million. These represented intended reductions of 22 and 
30 per cent respectively from the level of imports of those products from those 
sources in the preceding year. These restrictions affected some countries more 
than others. The switching of imports of restricted items from this group of 
countries to other sources would have a more thrn proportional effect on the 
countries exporting these products. In view of the disproportionate incidence of 
these restrictions on certain industries in the countries affected it was little 
comfort for affected producers and exporters to learn that the restrictions taken 
as a whole were not excessive. It was hoped therefore that these discriminatory 
restrictions would soon be abolished so as to avoid future damage to trade that 
would be caused by a deliberate switch of purchases from one source to another» 
Such discriminatory restrictions seemed to have already served their purpose, now 
that Greece's bilateral clearing be.lances had already been considerably reduced. 
The representative of Greece stated that his Government would revert to its tradi
tional policy of liberalization as soon as this was feasible. In the view of the 
Greek Government, however, the quota restrictions imposed last year had not sig
nificantly affected trade. Although it had first been thought necessary to reduce 
the imports in question by $14.4 million, actual importation of those products in 
1959 was only 02.7 million lower than in the previous year. Not more than 

05 million of the reduction in imports from these countries in 1959 was attribu
table to the new restrictions (the reduction in automobile tyres and tubes accoun
ting for about 0l million end there was a reduction in imports of sugar) or about 
1 per cent of total imports. 

18. In reply to other questions concerning the restrictions on List A products 
(luxury items, textiles, and automobiles and parts), the representative of Greece 
stated that licensing targets for 1959 hûd been set initially at 80 per cent of 
actual imports of these products in 1958. In fact, licences granted had proven to 
be sufficient to meet all applications. Import applications had in effect been 
granted in every case for the full amount applied for. For example, in the case of 
textiles, licences had been granted to the amount of 0l4 million, but actual im
port credits opened had only amounted to approximately .^11.2'million. Licences 
granted for the importation of motor cars had amounted to 02.4 million while im
porters credits had onLy been opened to the amount of $1.7 million. Members of the 
Committee pointed out, however, that even though licences for these products were 
issued to full amount of applications, imports could in no sense be regarded as free 
of restrictions, since they were subject to other restrictive requirements, in
cluding those of advance deposits and pricecontrols; textiles imports, for exampLo, 
were subject to advance payments of 280 per cent of the c.i.f. value. 

19. Concerning the nature and purpose of the licensing restriction applied to 
imports of machinery and sparu parts under List B, the representative of Greece 
explained that this licensing requirement of long standing was intended to ensure 
an adequate and reliable supply of such goods to domestic users, the policy being 
to regulate imports in the light of availabilities from domestic production and 
under foreign aid programmes. 
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20. The Committee was informed by the Greek representative that the licensing 
restriction of rice imports, introduced in December 1959, had been partly for 
the purposes of facilitating the Government's farm improvement programme and 
of encouraging the production of higher quality grades of rice, which had so 
far mainly been imported from the United States and Canada. 

21. Members of the Committee enquired whether the bilateral clearing arrange
ments which Greece had with a number of countries provided for the settlement 
of final balances in convertible currencies. The representative of Greece 
replied that the bilateral payments agreements entered into by Greece did not 
as a rule provide for settlements in convertible currency, and that the few 
payments arrangements which did provide for such a settlement, notably those 
with some WLA. countries, had been accepted by Greece mainly because of the 
swing credit facilities provided. The only significant exceptional case was 
the bilateral clearing arrangement with the United Arab Republic (Egyptian 
Region) which once involved the settlement of an outstanding balance partly in 
convertible currencies. Concerning the proportion of trade conducted under 
barter or private compensation arrangements, the representative of Greece 
stated that the proportion of trade effected under such transactions had been 
very small, about $2.5 million or 0.5 per cent of total trade in 1959, and had 
only been used to liquidate special bilateral balances, mainly those with Egypt. 

General 

22. The Committee thanked the delegation of Greece for its co-operation in 
engaging in the consultation and welcomed the information supplied by the 
delegation which threw light on the functioning and purposes of the import 
and payments restrictions system. Members of the Committee expressed 
gratification at the assurance given by the Greek delegation that the restric
tions would be progressively reduced to the fullest possible extent permitted 
by the balance-of-payments position of the country and that the traditional 
policy of avoiding governmental interference in the flow of trade would be 
followed as soon and as fully as circumstances permitted. Members of the 
Committee noted with satisfaction that the drain on foreign exchange reserves, 
which had been particularly marked in 1958, had been stopped and that there had 
been an improvement in the overall balance of payments in 1959. It was hoped 
that a continuation of the present trend would lead to a situation where the 
policy and aims noted above would be given expression in practice. There was a 
general concern among members of the Committee regarding the discriminatory 
features of the Grodc import control system; there was also concern about the 
complexity of Greek import procedures. Members of the Committee considered 
that it would be highly desirable for Greece as rapidly as possible to establish 
a non-discriminatory régime and to simplify the procedures. 

23. The representative of Greece expressed satisfaction at the proceedings of 
the consultation and assured the Committee that all the views put forward by 
members of the Committee would be conveyed to his Government for careful 
consideration. 


