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COVTRACTING PARTIES

Committee on'Special Exchangs Agreements
Second . Segsion :

STATEMENT OF THE NEW ZEALAND DELEGATION

For the convenience of other committce members the following
statement of its viecws concerning procedures involving prior approval
has been preparcsd by the New Zealand Delegation.

New Zecalond's views on this mattor arc not based on any opposition
to prior approva 1 as such, nor do w¢ consider that any such question of
principlc ariscs. We do however consider that such 2 procedure is inap-
propriate to the purtlculpr circumstanccs of o Spcci°l Fxchange
Agrecment. Our view is based ¢n the practical ccnsequunces likely to
rcsult from .ottempting to apply the prccedure to 2ctual situations, and
on thc rols tlynshlp of thc Speeizl Exchange Agreemant tc the General
Agreoment dtsclf. .

1. The New Zezland Delegation considers thet it 1s inccnsistent with
the precedent esvablishod »y the General agrecment to provide in ¢
Spocinl Exchange agrecment proeedurcs for pricr approval.  Such proce-
dures, whil found in thc articelus of agrocment -f tho Monetary Fund,
arc not gencrally cmployed in the Genoral Agrecment itsclf. In aeccor-
dance thercfore with cur vicw that thc Speeial Exchonge Agrcement
should whercver possiblce tske tho Gonoral agrcement 2s its model, we

acneidcer that priosr appraval should be avsided in the Specinl Exchange
Agreemcnt. Particularly rclevant in this connectisn are the provisicns
¢f Lrticle XII cf GLTT which relatec ts the imp:ositicn and meintenance
of quantitativc regulaticn «f impcrts beecausc of balanec IFf payments
difficultics. Thc subjcct matter of this article is morc closcly zna-
lagous than that <f any other article c¢f GATT to the subject matter of
the Special Exchange agreement and thercfurc article XII prcecdures
shculd, we considor, be adapted to cover matters within the sccpe cf
the Spcc1 1 Exchangc iagrecment.

2. In faet, to follow any different procedurc wculd give risc tc a
serious anomaly. Under article XII of thoe Genersl Lgrcecment a ccontrac-
ting party faccd with balance f payments difficultics is able to
imposc, withcut pricr approval, import restrictions to protect its
mcnetary rcserves. Therce may well bc circumstances in which exchange
contrels could be cmployed sc 1s tc achicve tho same effcet; this 1is
implicitly recogniscd in article XV (5) of G.TT. Uader the London
draft of the Speseial E?changc Asgreecment, however, 2 contracting party
would not bc able to imposc such exchange contrcls withiut prior
approval, It seems tc us that this situaticn clearly shows that the
present draft of the Special Exchange agreciicnt goes beyond ensuring
that a non-nember of the Fund will not frustrate the cbjectives of GATT;
it imposes furthcr impertant procecural ubligati 'ns on the. contraecting
party ccnecrned.

3. Not only do we. c:nsider that pricr appreoval is ccntrary to ths
prececent of tho Genercl Lgrecment; wo alsc econsicdor that it is a pro-
cedurc which cculd n:t be cdarried cut in pragtioc even if provisicon
woroc made for 1t in the Speei~nl Exchangce agrcoomcnt.
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The London draft of the Special Exchange Acreement and the ste;
report prcpared by the Committee assume that the Intsrnational Monet:
Fund has ccrtain powsrs in relation to the Spscial Exchange Agrssment
which we consider should rcmain splely in the hands of the CONTRACTID
PARTIES. This assumption is that the Monetary Fund will determine foi
instance wheth.r a proposcd change of par valu:zs is to be approved ar
whether the imposition of cxchange controls is to bec permitted. This
assumption is made clear both in paragraph 8 of the report itself and
in Article XIIT paragraph 5 of thc draft annexed to the report. New
Zs212nd docs not consider thal such powers undsr the Special Exchange
Agreement should be in the hands of the International Monetary Fund.
It is unrcasonable to expect 2 oountry to surrcndecr to an inteérnatior
organisation of which it is not 2 member power to make decisions on &
important matters. We would stress that this is 2 matter of principle
and our objcction does not arise veczuse the MNonetary Fundiis the or-
ganisation, thec objesction is to zny organisation of which we ares not
member having power to dcecidc suech matters in relation to our exchang
actions.

4. TWc further ¢onsider thet the sllocation of sueh powers to. the
Mone tary Fund would be contrary to the provisions of the Gencral
Lgreement, Articl: XV paragraph 2 of the Generil Agrcement states
that the "CONTRLCTING P.RTIESY shall &accept the determinstion of
the Fund as to whether action by a contracting party in exchange
matters is in accordance..,» with the terms of a speciacl exchange
agrecement.. s". Ncw Zecalend considers that the epprovel or
disapprovael of & change in per velues or inposition of exochange
controls gocs beyond determinings whether action is or 48 not in
accorcézncc with the tcrms of an sgreement, It is a detcrmination
as to the desirnbility or nceessity of an action irn the light of
econ-mic conditicns. Thercfore we consider that the CONTR.CTING
PARTI™S cre not ontitled to accept without question the opinion of
the Fundé on such mcotters. They nust thcuselves consider and

give ¢ dceision cn cny such coses as they arise,

5. Lny application for prior cpproval must thereforc be dealt
with by thc CONTRLCTING P..ATIES themselves., That requires either
a spceicl session of the CONTX.CTING P..RTILS or postponcment of
decision until the next resular session. The CONTHLCTING P.iTIES
neet only at feirly lencthy intcrvals, hence considerable delay
nry be involved before & decision is obtanined, end sericus damage
ncy be eaused to the eeornomy of the csuntry eoncerncl, Moreower,
the longer remedicl ecticn is delayed, the morc scriocus will the
situation beeonc, and the morec drestic will bce the action whiceh
will eventually hove to be tcken.

Even if the CONTR.CTING P..RTIES happoned tc be in session at
the time when the necd to5 tekc action crosc, & none-member of the
Fund requiring to obtain the prior epprsval of the (QONTRLCTING
P.RTIES would wtill be subjecot to the likelihocd of greater and
more donaging dclcy than ¢ member of the Fund would be in similar
circunstznoes. In the first placc, deley would oocur for
consultaticn between the Fund end the CONTRLCTING P.RTILS; only
one organizetion is involved in tho ocsc of 2 member of the Fund,
Seeondly, during the poriod of ccrsultati-n e Pund nembor may cover
& dcficlt in its balonce of current peyments by drawing on the
resources of the Fund. Those resourecs are not avelilable to a
non-mczber of the Fund, ss that the necd for quick aetion 1s even
grocter, Thirdly, ‘there is probadbly & naturrl renection on the
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part of thc Fund to protcet its res-nurces cgainst heavy drawings
by civing early approval t2 such ncasurcs as may be necessary o
ensure the continucd viability of the epplicant. There can be no
certainty of an equivalent favaurable predisposition towerds e
non-menber of the Fund cither on the part of the Fund nr of the
OONTRLCTING P.iTIES. We therefore consicder thet some procedure
other than that at procsent propnsed would be more appropricte to
--actual conliticns under o speecicl exchonge agreenent,

6. Ln aclitional reason for deleting provisicns involving prior
approval is the nccd for the prescrvation of scerecy. It is
generally recognised that the effectiveness of Governmental action
in exchance matters is likcly to be frustrated if edvance informe-
tion of the Governnent's intcntion lecks out. It is important in
-this oonnection to remember that prior considerction under a
Spceial Exchenge Lerecnment may well involve a creater risk

of leczkege thon prior consultation under Fund agreer.ent, becouse
two groups of representatives and of staff are involved.

D Ncew Zeelant therefore considers thot proccdures involving
prior approvcl should be deleted from & Speciel Exchange icreement
for three particuler reasons:; -

(ag The Prscedent of the General .greement.

(b) The improcticubility of the pracedure in the perticuler
circumstonces of the Special Exchange Lgrecnent,

(6) The necd for seercey.

8. Instcald =2f providing for prior approvel we would propose
provision for prior c-nsultetion wherc practicable, aéopting &
wording somewhat similar %o that of paragraph 4 (z2) >f GLTT
Lrticle XII. 1In addition therc would be a considercble
safefuard acainst unnecessarily hornful aetisn in exchcnee
matters throush & comploint procedurc which c~ulé be initiated
by any other contracting party whose trade wes injurcd by the
action, Such a c.npleint procecdurc would, we consider, be very
effective in av-iding wrongful acetions by ¢ non-neriber of the
Func. Such & contracting perty would always have to consider
the pcssibility that the COBTR.LCTING P.RTIES would authorise
other contracting pertics to take compensatory ection of creat
severity acainst it, cither under this special conmplaint
procedure or uncer irticle XXIII of the General igrecnment.



