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GIENERAL AGREFMENT ON TARTFFS AND TRADE

COMMITTEE OF CONTRACTING PARTIES ON SPECTAL
SYCHANGF AGREEMENTS

SECOND MEETING, LONDON, NOVEMBER, 1948,
NOTES ON DISCUSSIONS ON 1ST AND 2ND NOVEMB 1948,

1, ELECTION OF CHATHMAN,

Mr, Goeorge Bronz, rcprosentative of the United States, was elacted
Chairman of the -Committoe,

2, ADOPTION OF AGENDAe
The provisional agende in GATT/CEA/3 wes adopted,
3. OBSERVERS.

The Chairman welcomed Mr, C.L, Hewitt and Mr. A.E. Ritchie as

. observers for Australia end Cenada, The Committee agreed thet an :
invitation to send an observer should be oxtended to. the Governmont of
~Swoden which had expresséd a desive to be represented in view of the fact
that they would participate in the tariff negotiations in 1949 with a view
to acceding to the General JAgroement and would thereafter be expected

- gither to join the International Monetary Fund or to conclude a special
exchenge agreement with the CONTRACTING PARTIES.

Ly TERMS OF REFERENCE.

Attention was Jrawn to the Comuittee's terms of referenca contained
in GATT/CE4/1.

5 RULES OF PROCEDURE,

The Cheirman proposed that if questions of procedure should arise during
the mecting; the Rules of Procedure for Sessions'of the CONTRACTING PARTIES,
as contained in GATT/CoP.2./3 Reve2,, should be adopteds

6e TRANSLATION aND INTELPRETATION.

With the consent of tho representatives of Belgium and France it wes
agreed that documents for the meeting should bou issued in English only eand
" that the discussions would be conduoted in English without interprutation
except et the request of the representative of Belgium or Frencec.

7o HOURS OF WORK,

The Commlttec agreed that meetings would be held normally faram 10,30 el to
1 pome 80d 3 to 6 peme, but that this might be veried from lay to daye.

8  FUBLICITY.

The Jommittee decided thzat no publicity need be given to their meetings
and that the question of a press release need not be conslidered unless the
vress showed an interest in the proceocdings,

9%  PROPOSAL OF THE GOVERNMENT OF NEW ZEALAND.

The Chairmen snquired whether the Committee would wish to begin their
d&ltberat:lons by a first reading of drafts A'end B of a spegial exchangs agrecuent
/conta:lned
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‘contained in GATT/CEA/W.2, The representative of New Zealand proposed

"that an agreenent containing fewer and more flexible precvisions might be
preferable and would in any case be favoured by his Govermment in view of

the popular objection in New Zealand to membership in the Fund; he submitted
to the Committee an outline of a special agreement which was subsequently
distributed as document GATT/CEA/W.3. In reply to questions, the
representative of New Zealand stated that his Government presented this
alternative draft because they regarded it as more practicable and not from
any desire to weaken the proposed obligations to be undertaken by the
govermments which would sign thse agreement,

10, FIRST READING OF DRAFT AGRERMENT

"The Cormittee decided to proceed by an examination of the Articles of
agreenent of the International Monetary Fund which appeared in the third
column of GATT/CEA/W.2.,, and at the same time to note the corr.:ponding
provisions in drafts 4 and B in that document and in the New Zealand
proposal,

article 1 (of the irticles of the Fund):
Purposes

The observer for JAustreslia suggested that the article of a .
speoial zgreemert sutiing forth.its purposes snould contain a statement,
based upon paragreph 7(a) of Article XV of the General Agreement, '
to the offect that one of the objectives was that the General Agreeumeont
should not be frustrated as a result of the signatory goverrment's
action in exchange matters, The reprosentative of New Zealand
drew attention to the fact that this point was incorpcrated in paragraph 2
of his draft,

Article IV, Section 1, and Article XX, Section &4,
(of the articles of the Fund):
Par Velues,

As representative of the United States, the Chairman suggested
that the procedure for the initial detcrmination of par value proposed
in draft B was unnecessary and that the fixation of the par valuc &t
the time of the ccnclusicn of the Agreement, as proposed in draft A,
was preferable,

The representative of New Zealand said that there was no provisiocn
in his draft for the fixation of par value, but this was not an
essential feature of his draft and 1t could be provided if thought °
desirable,

Article IV, Section 2 (of the Articles of the Fund):
Gold Transactions,

The reprosentative of Bolgium suggested that the prescription
of margins ebove an’d below par values for transactions in gold should
be applicable only to transactions by governments and not to private
transactions,

The representative of New Zeeland said that he would prefer to
nave the margins fixed by the CONTRACTING PARTIES as provided in
draft B, rather than to stipulote that the margins shall be those
prescribed by the Fund for its members, The Chairmen said that 1t
would be necessery to consider what possibility there would be of tho
CONTRACTING PARTIES fixing mergins for transactions by country "X"
which were not the same as the margins prescribed by the Fund for its
nerbers,

The representative of the United Kingdom said that his Government
would not wish thero tc be more then one authority fixing such margins,
Article IV, Section 3 (of the articles of the Fund) : |

Foreipgn Exchange Decalings,

There was no comisnt on the proposal in drafts A and B 1/:0
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incorporate a paragraph similar to Section 3, It was noted thot draft B
referred to rates for transactions between the currency of the signatory country
and the currencies of other contracting parties which are members of the

Fund or have coificluded special exchange agreements with the CONTRACTING PARTIED,
thus excluding a contracti_ng party which was not a membor of the Fund and had
not yot concluded a special exchange agreements; The representative of the
United Kingddm expressed agreement with this provision as it appeared in
paragraph ), and also in paragraph 5(t) of draft B,

article IV, Section 4 (of the articles of the Fund):
Obligations regarding excha.nge stability,

It was noted that whereas a paragraph correspond:mg to sub=paragraph (a),
roquiring a member of the Fund to underteke to collzborate with the Fund to
sromote exchange stability eote., appeared in draft B, the same provision had
Leen placed in the first irticle in draft A,

There was no ‘coument on sub-paragraph (b).

article IV, Section 5 ( of the Art:u.,les of the Flmd)
Changes in par value

In the discussion of this Article it appeared that members of the
Cormittee were generally .’x.n agreement with the provisions proposed in drafts’
A and B,

A ropresentative of the Fund enquired whether the Goverrment of New Zealand
would agree to a provision requiring prior approval for chenges in par values,
In reply the representative of New Zealand said that he thought his Government
would not object to that provision and he thought that this might be deemed
> be covered by the second sentence of paragraph 3 of hls proposal,

The representative of the United Kingdom drew attention to Section 6
of Article IV of the articles of the Fund entitled "Effect of unauthorised
~ changes", and suggested that a corresponding condition should be included
in spoecial exchange agreements,

Article 1V, Sections 7 and 5 (of the Articles of the Fund):
Changes in par value,

The representative of the United Kingdem said that he would prefer the
corresponding paragraph of draft A which provided that in the cvent of
uniform changes country "X" "will change its par value proportionately" instezd
of "___X_ Gh&nge escsesssasssn ’ as in draft Be

A reprosentative of the Fund explained that Section 5(e) which provides
that 2 member may chenge the par value of its curency without the concurrence
of the Fund if the change doss not affect the internationel transections of éther
mombers, had been incluled in the Articles of Agreement at the request of the
Russian representatives a2t the Bretton Woods Confernane; no ocorresponding
provision had been included in draft A since it was considered to be an exceptional,
provision and onc whick could be inserted in eny perticular agreement if found
to be necsessary,

Article IV, Section 9 (of the articles of the Fuﬁd):
Separate Currencles.

It was noted that the question of scparate currencies within the territories
of a signatory country would not arise ln connection with any of the agreoements
contemplated except possibly for New Zealond; therefore, it was thought
unnecessary to include a provision corresponding to Section 9 in the draft
naster agreement,

/Article VIII
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Article VIII, Section 2 gof the articles of the M!;A
Restrictions on Current Paments.

The representative of New Zealand said that his Government would wish
to 1limit the applicability of & provision corresponding to this Section to
restrictions on payments for trade; thus the four sub=peragraphs of . . .
veragraph 1 in the New Zealand draft roferred specifically to "trade" and this
tern was meant to include shipping and other related services; but not tourist
travel, etc, The second part of paragreph 3 of the New Zezalend draft was
prompted by paragraph 7(a) of article XV.of the General Agreement which
required that a special exchange agreement should provide that the objectives
.f the General Agreement would not be frustrated by action of the signatory
covernment in exchange matters, The representative of the Fund said that if
5 provision dealing with the avoidance of restrictions on current payments
wers to regulate only thosc transactions directly connected with irports and
exports, a large ssctor of paymentscand transfors would remein unregulated;
the articles of the Pund covered all current transactions and, therefore, the
Iraft proposed by New Zealand would have to be carefully examined to see whether
there would be a weakening of the obligations compared with those assumed
by nembers of the Fund, -

The reprcsentative of New Zealand stated further that he believed his
Goverment would agree to the condition of prior approval for restrictions on
current payments, The representative of the United Kingdom drew attention to
the fact that Section 2 of the Articles of the Fund provided for "the approval
of the Fund", whereas the corresponding provision of draft A regzired
"express prior" approval,

article VI, Section 3 (of the Articles of the Fund):
Capital Transfers.

No cooment,

Article VIII, Section 3 (of the articles of the Fund):
DMsceriminatory Currency Eractlces.

The representative of New Zealand suggested that a provision in the specicl
agroement corresponding to the first sentence of Section 3 should refer only
to "discriminctory currency arrangements" and "mltiple ocurrency practices" which
affect international trede; he said that a practice which is intended only fur
the rolicing of import controls should be allowed,

referring to the second sontence of Section 3, the representative

of the Fund stated that no corresponding provision had been included in draft 4
bocause, so far as it was known, none of the countriss which would be signing a
special exchange agreement. had such prectices in operation which it would wish
te rotain and which were not already covored by the transitionel provisions;
in special exchange agreecments it was not necessary, as it had been in the
Rretton Woods Agreements to deal with hypothetical cases and to meke provision
for the unknown circumstances of the future; thus, whereas the second pert
¢f Section 3 allowed arrangements and vraot:lnes which were engaged in when tho
agrecnent came into force, 1,3, in’ December, 1945, 1t was not now necessary
to include this provision in the draft master agresment, but it could be
inserted in any particular agreecment if found desirsble, The represeatative
+f the United Kingdom thought that a special egrecument wwu'l.d appear to be morae
restrictive than the Articles of Agreement of the Fund if no sorrespondiing
Lrovision weorc included anl, thorefore, it should be inserted even though it

sppeared unlikely that it would sarve a usseful purpose, The réyrosentativo of
,c,lgium said that a provision corresponding to the first part of Section 3,
i, 6, the prohibition on such arrangements and prectices, should not operate
sulddenly ancl that where such practices were engaged in there should be a
transitional period for their cessation,

/irticle VIII
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Article VIII, Section 2(b) (of the Articles of the Fund):
Exchﬁge Contra.cts.

© It was noted that drafts A and B include a provis:.on corresponding to
. that of the Articles of the Fund dealing with the enforcitility of contracts
“which involve the currency of a member of the Fund and are contrary to the
éxchange comtrol reguletions of that member, but that the provision in
draft A placed an obligation on the signatory govermment, while that in
draft B placed obligeations on the other contracting parties, The
' representative of the United States said that he had no suthority to agree
to the assumption of new obligations on behalf of his Government and
. acceptance of the provision in draft B might require new leglelation, The
representative of the United Kingdom said that his Government might also
require special legislation but presumebly this could be cbtained at the
same time as the definitive acceptance of the General Agreement and the
retification of the Havane Charter, The representative of New ‘ealand sail
thet draft B had been found acceptable to his Government, but he had
received no instructions concerning draft A The representative of France
remarked that if the governments which were to sign the agreements should not
e k for obligations to be assumed by the other contracting parties the prcble.
‘would fall away,

The representative of the Fund mentioned the question of whether
obligations assumed under the special agreement would be binding upon the
signatory govermment during the period of the provisionszl application of the
General Agreement and whether executive approval of the specizl agreement
would be regarded as binding in the courts, The Chairman said that the
signatory governments when entering speclal agreements might meke statements
concerning their binding effect on the Executive, and the representative cf
New Zealend mentioned that thelr Parliament had already ratified the Gensrzl
agreement and had, therefore, accapted the provision requiring a contracting
- party which is not a member of the Fund to enter into a special exchange
agreement,

Article XIX- gof the .Articles of the Fu.ndz

@1anation of Terms,

'The representative of the Pund said that he had no objection to
inserting in the agreement a reference to Article XIX of the Articles .f
the Fund ‘as had been done in dreft B, instead of solecting for incorporation
only the definition of payments for current transactions as had been done
in draft A

Article VIII, Sections’ and of the Articles of the Fund):
Scarce Currencies,

The representative of New Zealand said that his Governmment would wish
to add a further provision to subeparagreph (&) in draft B as follows:=
"Such limitations may also be imposed 1If a currency is scarce to country "X"
without having been declared scarce by the Fund,"

With reference to Section 5 and the inclusion of & corresponding
provision in draft B, the Chairman drew attention tc the fact that this
agein ralsed the questlon of the contracting parties being required to
essune obligations in respect of country "X",

Article VIII, Section 4 (of the irticles of the Fund):
Convertib:\.li‘l_:x

The Chairman said.that the Committee would have to decide whether o
corresponding provision providing for the purchase of foreign held bhalances
should be omitted altogether as. in draft B, or whether it should be included
without the finel exoception (b)(v) as in dreft i; he said this agein

/raised
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raised the question of 2 parallel set of obligations -for the signatories
of special agresments and for the other contracting partiss, The
representative of New Zegland said that his Govermment might agree to the
proposal in draft A on certain conditions, but it might be better to
omit ite The representative of the United Kingdom thought that the
provision proposed in draft A would have no immediate application to

New Zealand, but it might be of interest to 2 country like Sweden and,
therefpore, 1ts inclusion would have to be carefully considered,

Article X.'IV (of the articles of the Fund)
Tra.ns-! tional Perioa.

The Cha.,.zm.n drew attention to the note in draft A, paragreph 1,
to the offect that an agreement ‘concluded with a contracting psrty whose
territory was occupied by the enemy in tho last war would have to include
~ a provision for the introduction, as well as the maintenancs, of
restrictions on payments and tremsfers for current transactions; it
appeared that such a provision would be of intercst only to Burme and,
therefore, neecd not be included in the master agreement,

Referring to the =2lternctive, based upon Article XTI (2)(a) of the
General igreement, for the first part of the corresponing articls in
draft 4y the representative of the United Kingdom sald thaet he would prefur
“to retain the phraseoclogy used in the Articles of Agreement of the Fund as
provided in the corresponding paragraphs of draeft Be :

'  The reprosentetive of New Zealend said that his Government had
oxpressed & preference for draft B,

article XII, Section 8 (of the articles of the Fund)
Commmunications to Members, ‘

It was noted thet draft A included an article corresponding to.
article XII of Section 8 of the Articles of the Fund and that the latter .
should have appesred on page 9 of GATT/CEA/W.2.

The repfescntative of the Fund said that members had sometimes
objected to the submission of views to them by the Pund and that ~
Section 8 had thus been of value in giving cuthority for such submissions.

The Cheirman said that the provisions of paragraph 5 of the
New Zezlend Jraft suggested that the relations Letween the
CONTHACTING PARTIES and the Fund might require elaboration beyond that
containcd in the exchange of letters of September = October, 1948, and -
possibly on the linses of the draft relationship agreemcnt between the
I.T,0s 2nd the Fund,

article VIIT, Seotion 5 (of the Articles of the Fund):
Inforuation,

The Chairman drew attention to the fact that paragraph 8 of
article XV of the General agreement requires a contracting party which:
is nct a member of the Punl to furnish such information, within the o
general scope of this Scction, as may be rognuestsed by the CONTRACTING
TaRTIES. In view of this provision, the representative of New Zealand
suggested that the special sgreements might require no provisions
correspon.ling to this Sections

Article XI, Soctions 1 and 2 (of the Articles of the Fund):
Relations with non=nembers,

It was noted that a corresponding provision had besn included
in draft B, but none in draft A, and the Chairman suggested that the
applicability of this provision to various categories of countries,
whether or not members of the Fund, contracting parties or signatories
of special agreemonts, would have to be carofully considered,

Article XVI
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Article XVI, Section 1 (of the Articles of the Fund):
Temporaxy Suspension, -

No comment,

article VIII, Section 6 (of the Articles of the Pund):
Existing Intornational Agreements, .

It was noted that the inclusion in draft B of a provision
corresponding to this Section again ralseld the question of the
assumption of obligations by other contracting parties which might
have prior engagements with the signatories of special agreements,

The representative .of New Zeeland said that this provision might be
oitted anld the representative of the United States said that he would
prefer to sec it omitted,

oL JFINEONT Tl ,

Article V, Section 1 (of the ardicles of the Fund):
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It was noted that a provision corresponding to SectionZ(-g)
would not be required excsept possibly for New Zealand and, therefore,
need not be included in the draft master agreement,

Article XVIT (of the irticles of the Fund): : .
Aoendments, - - :

The observer for australila suggested that the corresponding articlc
in a special exchange agreement should provide, as in draft 4, that
amendnents of the agrecment may bte proposed by thc CONTRACTING PaRTIES
as well as by the signatory government,

irticle XVI, Section2(b) (of the Articles of the Fund):
Termination,

Mcmbers of the Committee expressed the view that provision should
bo made , as in draft 4, for tocrmination of the agreement when the
signatory govermment either joins the Fund or withdraws from th.
Gencral aAgreement, and that no mention need bo made of the possibility
of the Fund boing liquidateds '

.+, Miscellancous Provisions.

The Cormittee also considered paragraphs 1 and 3 of Article XIV of

draft A containing prawisions which did not correspond to articles of thoe

'1";15&]::-:&': 18] %;hj_l, " 'Phe ‘Chairman ‘suggested that-it would be.-unnécessé.lxj' to
i -_-ﬁglprvf* v

_ at & special agreement woull constitute & part of the signatory
govermmoni's obligations under the Generel Agroumént, in viéw of the

fact thot this was specifically provided for in peragrovh 6 of Article XV
of the General Agreement, .

raragraph 3, The Chairman suggested that a provision for the -
CONTRACTING PARTIES to declare thot the signatory govermasnt had violatod
the agreemont and its obligations under the Genmorcl Agreement appeared

to be unecessary and that the complaint procedurc of the Genersl Agrecnont
was adequate, The representative of the United Kingdom thought that

tho declaration of violation was & useful concept and was proferable to

/the
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11, ACTION BY THE CONTRACTING PARTIES,

The representative of the United Kingdom mentiohed "the gensral problem
of how the CONTRACTING PARTIES would teke action or reach decisions during
the long intervals between sessions; concerning consultations with the Fund
in netters arising under & special agreement, he suggested that arrangements
iight be made, for cxampls, for the Chairmen to proceed with consultations
with the Fund upon receiving a2 request from e contracting perty, o, on the
other hand, the signatory govermment might. be given the option of bringing tho
question to the notice of the Chairmaln or referring it directly to the Fund,
This suggestion was supported by the representative of France, who.said that
a signatory govermment might prefer to refer direct to the Fund for reasons
of security and oxpedition,

12, COMMENTS ON THE NEW ZEiLaND PROPOSAL

* The representative of New Zealand said that it was his desire to
inform his Govermment of the views of the Committee on the proposal presented
by hin in GATT/CEA/W.3; in particular he would like to know'whether the
proposal for 2 much shorter agreement than that envisaged in drafts A and B
would be acceptable, .

The following comments were made;=

UNITED KINGDOM It will be necessary to avoid creating two classes of
.+ contracting parties and wezkening the obligations corresponding to tho
Articles of the Fund; thus the obligations on members of the Fund should
be preserveld intact in the provisions of the special agreements,

UNITED STATESe The obligations in the Articles of thé Fund are 4ll
thought to be essential and, therefore, special agreements based on drafts 4
and B would be preferred, :

FRaNCE, The text of a short draft such as that submitted by New Zealand
would require very lengthy and careful study, The Pund Articles were. prepazrol
bty technicians and should, therefore, be accepted as a basis for the
wrovisions of the special agreements; it might, however, be possible to

eveid specific mention of the Fund s6 as to meet the political problem

sf the New Zezland Government, B

BELGIUM, Precise commitments would be preferable so as to avoid different
Interpretations of obligaticns by signatory governments and the Fund,

CEYLONe The Government of Ceylon expects to entcr the Fund in the near
future; drafts A and B would seem preferable, '

£oKISTaN, The Government of Pekisten expects to enter the Fund in the near
future,

BUKi4, No instructions have boen received,
The representative of New Zealand then enquired whether it.might

be possible to have a short agreement on the lincs proposed and a set/of rulos
for
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for interpretation as a separate ‘document, The Chairman and members
of, the Committee agreed that this proposal might be considered,

13, FAOOEDUER

The Committee agreed with the proposal of the Chairman that the
Committee should recess for two days, to give members zn opporttm:l.ty to
prepare definite proposals in the light of the discussions in
Pirst Reading, and that the meeting should be ‘resunmed at 10, 30 By
on November 5th, ,



