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INTRODUCTION

1. The Working Party was instructed by its terms of
reference : : | _

"to consider quetions arising out of the
conclusion of special exchange agreements,
including procedural arrangements for their
implementation.":

Taking into account the views expressed in the plenary
session of the CONTRACTING PARTIES at their l4th meeting,
the Working Party first of all reviewed the position of
those contracting parties not members of the International
Monetary Fund (Ceylon, Burma, Pakistan, Haiti, Indonesia
and New Zealand), to which paragraph 6 of Article XV of
the General Agreement applied. It also examined the position
of those Annecy acceding Governments not members of the
Fund (Liberia and Sweden), to which, upon their accession
to the General Agrecement, the same provision would te
applicable. -Its conclusions and recommendations in this
respect are embodied in PART ONE of the Report.

2. The Working Party alsc considered the procedural
arrangements for the implementation of special exchange
agreements concluded pursuant to Article XV:6 of the
General Agreement. This aspest of its deliberations is
covered by PART TWO of this Report.
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 PART ONE
REVIEW OF THE POSITION OF INDIVIDUAL CONTRACTING PARTIES

I, THE IMPLEMENTATION OF THE SPECIAL EXCHANGE AGREZMENT WITH
CEVLON '

3. . The Working Party noted that the Government of Ceylon had
deposited an instrument ot acceptance in respect of a special
exchange agreement on March 3y 1950 and that the agreement

would enter into force on April 2, 1950, Ceylon had also
notified the CONTRACTING PARTIES of 1ts intention to avail
1tself of the transitional arrangements of Article XI of the
Special Exchange Agreement for the malntenance of restrictiocus
on payments and transfers for current international transactiors,

4, In this connection the wWorking Party roted that there
would be certain administrative aztions to be taken by the
CONTRACTING PARTIES when the Special Exchaage Agreemeni came
into force, The Working Party suggests that the Chairman be
authorized (a) to.transmit to Ceylon the Fund's regulation on
the margins permlssible for transactions in gold pursuant -
Article IV:2 of the Fund Agreement, which would be binding ou
Ceylon by virtue of Article III:2 of the Special Exchange
Agreement; (b) to transmit to Ceylon in acccordance with the
provisions of Article II:3 of the Special Exchange Agréemenh
a schedule of the par values «f the currencles of othen
contracting parties, and (e) to take other similar actions

an administrative nature.

5, The provisions of paragraph 37 of this report apply tc
Ceylen as they do to all contracting parties which are not
members of the Fund.,

€, However, the Working Party was informed by the represei.
tative of the Fund that Ceylon had applied fcr mewntis™ip of
the Fund and was ‘likely to become a member in the near future.
The Fund had suggested that the CONTRACTING PARTIES might defex
the submission w0 Ceylon of a request under Article II of the
Special Exchange Agreement for an indication of the par value
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of its currency nntll quch tire as the Fund might so advise.l/

74

In view of ‘the degirahility of av01d1ng unnecessary dupli-

cation of work. between the CONIRACTING PARTIES and the Fund, the
WOrking Partiy rec .ommends that the CONTRACTING PARTIES defer,
sl

such bime as they wight consider appropriate in the light

«f amy advice received from the Fund, ‘the action under Article

IX

2f the Swvacilal. Exchange Agreement relating to Ceylon.

CONTHACTING PARTIES REQUIRING AN EXTENSION
THIN WHLGH T0 COMPLETE ACTLION UNDER
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The Working Pafly soted that the Cuvernment of Pakistan,

order 1o cemply with the ternz of Resoliton Mo, 1 adopted
e

izd Jess’ oi; shieuld either nave become a member of the

Fund on nave enteved into a special ekchaqga agreement before
tae fivst day oi the present session, The Working Party tock
note ¢f vae statemeat made by vthe representative of Pakistan
that e Covergmenjy had @xpeuted,to accep’ Fund membership
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yre the commencemsnt <f the present sessiorny bLt that this
on niad been delayed Wy legislative r”ocedu“egn The Working

ty alsd took account ol wrie racv *ha% the. CONTRACTING PARTIES,

ir view cof -the advanced"stege vf the arrangements for Pakistan'!s
admissicn Lo thie Fund, had already agreed in principle to the
extens 304, Tor avout six wmunthse of the tTinme limlt for the
concliusion by that counitvy of a special ekchange agreement,

Haiti
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In the case of Haiti, onie workliung Farty noted that the

clrcumstences were similar vo those pertaining tn Pakistan, The
. .
representative of the Fund confirmed that the Fund, upon appliw

catio by Haiti; had deue;m*ned gondltions of membership for

&
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Thr relevant sectlon of a letter, of FJM*MM,; %, 1950, from

the Maneging Di'eft,L of the Pund reads
Mrticle IT of the specilal exchange ag*eement requires Ceylon

-~

to communicate tu the CORTRACTING PARTIES within 30 days

after the CONTRACTING FARTIES so request; the par value of
its '*ﬂrency hased on 1he rates of excnangp ‘prevailing at
the timo4 50 that an initial par velue of its currency may
he egcat i°ned

)

"The F Faacd will, of course; cocperate iln the establishment of

an initial pa" vaiue in accorcdance with the special exstiange
agreement ., However, gincen Ceylon has made an application
to become a membar oOf the Func, I suggest that the trans~
mj\tlng ol a request tv Ceylen, tu commnunicate the par value

of its vun:onby, ve deferred vnill such time as the Fund may
so advisa,? -
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for Haltl and that Haitl was expected to accept membership in
the very near future, but that the Fund had extended, until .
S:ptember 30, 1950, the time 1limit set for this purpose,

10, On these groun¥s, the Wecrking Party considered that 1t
would be approprlate to grant to Haiti an extension of time
similar to that set f'er Pakistan.

Burma

11, With respect to Burma -the Working Party was informed that
the Government of that.ccuntry contemplated joining the Fund 1n
the near future and that 1t, accordingly, desired to secure an
extension »f the prescrised period for 1ts acceptance cf a
speclal exchange agregment. '

12, The representative of Burma further-bdrought tn the notilce
~f the wWorking Party the abnormal conditlons prevailing 1n
his country which had given his CGovernment preeccupations of
considerable urgenecy.,

13, Having regard tr the exceptional circumstances prevailing
in Burma, the W»rrking Party agreed, to recommend that an exten-
siorn of time be granted to that couatry-:fer the action under
Article XV:6 of the General Agreement.

III. THE POSITION OF CONTRACTING PARTIES FOR WHICH A TIME
LIMIT HAS TO 5E FIXED WITHIN WHICH TO COMPLETE ACTION
UNDEK_ARTICIE XV:6

New _Zealand

14, At the Third Session the CONTRACTING PARTIES resolved
that, notwithstanding the provisions of the Resclution Nc. 1
adopted by them on June 20, 194y, fthe Gevernment of New Zcaland
would not be required to enter inte a speclal exchange agreement
until it had had an 6ppnrtunity at -the first meeting of the
CONTRACTING PARTIES subsequent te Novemrer 1, 1849, tc make
prbposals designed tc meet certain speclal difficultles raised
fer the New Zealand Government by the text of the special
exchange agreement adopted at that session, and until the
CONTRACTING PARTIES had fixed a date by whick that Gevernment
should enter into a specilal exehange agreement, The Working
Party was imformed by the representative of New Zealand that
his Government had decided not to propose any amendments to

the draft text of the speclal exchange agreement approved by

the CONTRACTING PARTIES at the Third Session and that New Zealand
would decide in due course whether to become a member of the

Fund or to accept a special exchange agreement as approved Ty

the CONTRACTING PARTIES at the Third Seession.
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15, As regards the time limit to be set for this purpose,

the New Zealand represent:tive propcsed that the CONTRACTING
PARTIES adopt a Gate whicn would allow his Government approxi-
mately six montas within which %o -omplele the necessary actlon,

;gdoﬁesia'

16, The representativas ¢ the United States of Indonesia
stated that his Coverimeur was making preparations te join the
Fund and that it expected to commence negotiations for Fund
membership within the next four months. Ac the status of the
DUnited States of Indonesia as a contracting parcy in ive own
right was not estvabiishad uantil February 1550, the Working
Party considered that the 2nly action required of th-
CONTRACTING PARTISS at this session was T0 £iz & dats pursuant
to the provisions of &riticie XV:i$ for ‘he zcmpletion ~f the
action to be taken under that paragraph.

IV, THE POSTITION OF TIE ¢uNECY ACCEDING GOVEHRUIMAULS
Liberia

17. In so far as Liberia was concerned, the Working rarvy
noteds
(2) that the Fund h2d determined the conditlons for
membership for Liberins and thai Liberiz was expe:ted
to become a‘ member within a sfaors time, end
(b) that Liberia appeared %o he coversd by the provisions
of Resoluticn Mo,3 of the Third Ssegion.

18, The Working FPar¥y ccuncluded *3iat nc action was needed

in respect of Liberia at iie present session but that if
Liberia, after its accession t~ thLe Geneval Agreement, claimed
to be covered by the provisions of - Resoluili:n No, 3, the
COLZT..BTING PauTiIUs should consider the appliicalilifty of that
Resolution tn TLikziia.

Sweden

19, In the case . f Sweden, the Working Party ncied that that
country!s accession o the General Agreemert and I1ts application
for Fund membership were a% preseut receiving the consideration
of the Swedish Covernment. Tt therefore concluded that there
was no need at th'c stvage to make any reccmmerdation iln view of
the fact t»oi Swedea would; usder Resciution No, 1L of the

Third Sessiuvn, nave four months after its accesszion to the
General Agreement within which either to join the Fuad or to
accept a special exchange agreement,
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v, GENERAL REMARKS AND RECOMMENDAT IONS

20, The Working Party considered that it would be apprOpriate
to determine a single date fer all contracting parties to which
Article XV:6 applied. It was though desirable to fix a calendar
date and in view of practical considerations it was agreed to
recommend to the Contracting Partles the date of /November 9,
1950/, the opening date of the Fifth Session.

- 21, ~ In recommending that Aﬁbvember Ty l95ﬂ7 be eétablished ag
the date by which Burma, Pakistan, Haitl, New Zealand and Ind~-
nesla snould elther become members of the Fund or emter into
special exchange agre=ments, the Working Party agreed that
individual ccentracting partles should not be led to believe that
further extensions of this time limit would be lightly granted
at the next session of the CONTRACTING PARTIES, It was recog~
nized that exchange and financial actions complemented‘the

trade matters covered by the General Agreement and that contrac-.
ting parties must all abide by common standards of conduct in
the exchange fleld, 1f the General Agreement was to achleve
maximum effectiveness, The Working Party believed that the
CONTRACTING PARTIES should adupt these proposals with the
understanding that the date would only be extended at the next
sesslon in exceptional cases, such as that in which a contrac~
ting party is 1n an advanced stage of 1ts negotiations with

the International Monetary Fund so that it appears reasonable

to expect that the contracting party will become a member of the
Fund within a few months.

22, The Working Party recommends that the CONTRACTING PARTIES
adopt the resolutions annexed to this Report, which have been
drafted in the light of the considerations set ferth above,
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PART TWQ
PROCEDURAL ARRANGEMENTS

23. The Working Party considered the procedural arrangements
necessary for the implementation of special exchange agree-
ments entered into by 1nd1v1dual contracting parties under
paragraph é of Artlcle XV of the General Agreement.. In this
. connection it had before it the Draft Regulations proposed
- by the United States delegation (GATT/CP.4/24).
24,  The Working Party's review disclosed general agreement
..oon a number of important matters especially in respect teo.
the. subjéct matters to be covered. by-.the proceduress It
~also focussed attention on certain.other issues which remain
- unresolved. :
25« In discussing the implementation of spec1a1 exchange
agreements the Working Party agreed that the most important
steps in the'monétary fieid‘requiring positive action on the
part of the CONTRACTING PARTIES would bet~

(a) agreement on an. initial par value;

(b) changes in par value;

(¢) approval of reledses from theé obligations
of convertibility of balances held by
. other contractlng part;es, ‘and

(d) approval of restrictions. on payments inclu-
ding multiple currency and discriminatory
practices, (apart from trensitional
arrangements) .

It was also recognised that addltlonel procedural arrangements
might have .to be made,:whether by regulations or gtherwise,
covering such matters asAfelationships between the CONTRACTING
PARTIES and  the International Monetary Fund, the execution of
special exchange agreements, the furn"shlng of information,
etce : _

26, It was agreed that‘ywo~essential criteria for procedures
for the hendling of these matters, pa}ticularly‘ﬁhose set
forth in 25 (a) - (d) =above, are that they should proude for
prempt consultation with the International Monetary Fund, for
speedy action thereafter by the CONTRACTING PARTIES, and for
the utmost secrecy‘until the eriv1dual contracting party 1s
prepared %o announce the action ploposedo

27. It was clear. to the Working Party that special diffi-
culties arose in satisfying thepe'reQuirements during periods
when the CONTRACTING PARTIES are not in session. Any
procedure designed to submit all questions arising under
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special exchange agreements to the CONIRACTING PARTIES as
a whole elither through the calling of a special session or
threugh a telegrapdlc pell would faill to meet one or both
of these criterias From this it follows that the authority
of the CONTRACTING PARTIES to act on these questions needs
to be delegated during inter-sessional periods. o
28. Article XV of the General Agreement requires the :
CONTRACTING PARTIES to accept the findings and determinations
of the International Menetary Fund on the financial and '
exchaunge matters specified in that Article. The CONTRACTING
PARTIES, however, are the principals in the special exchange
agreements and have the responsibllity for decisions taken
in connection with the implenentation of the agreements.
The form and nature af prpcedures for the administration of
special exchange agreements should reflect this situation. '
29, To overcome the difficulties arising Prom the absence
at the present time of a suitable ocrganisation capable of
handling exchange matters with speed and secrecy between
sessions »f the CONTRACTING PARTIES, two propesals were put
before the Working Partye The first propcsal (which is the
basis of the proposals in the Draft Regulations submitted
by the United States delegation) envisaged thati the Chalrman
. of the CONTRACTING PARTIES would act on behalf of the
CONTRACTING PARTIES in administering special exchange agree-
ments and would be guided in the decisions which he would
take on behalf of the CANTRACTING PARTIES by the advice ef
the International Menetary Fund. Some believed that such a
delegation of authority to the Chairman offered the mpst
practicable method for expeditious handling of matters of
urgency s
30, Certain objections were expressed by some ::iciibers of
the Working Party to this proposals In partieular, ‘the
objection was made that this proposal did not take adequate
-account of the considerations referred to in paragraph 28
abdves  Scveral members of the Working Party also expressed
objection to the form of regulations proposed by the United
States delegation, but some agreed with the United States
representative that this objection could probably be overcome
by suitable redrafting of the detalled provisions of the
United States proposals.
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31: In order to provide for satisfactory administration cf
special exchange agréements whilst, at the same time,

weeting these objections, a prrcedure along the following
lines was propcsed by the New Zealand representative and
received some support: There should be established a
Committee of contracting parties able to be convened at very
short notice arnd located conveniently to the headquarters of
the Internaticnal Monetary Fund. The CONTRACTING PARTIES
would delegate to this Committee their functions under
special exchange agreements. The establishment of such a
Committee would, it was urged, obviate the necesslty for
detailed rules and regulations of the type suggested by the
United Nations representativei

32, Some members of the Working Party, however, crnsidered
that the establishment of such a committee would create a
cumbersome mechanism, and would prcbably delay action and
duplicate unnecessarily the werk of the International Monetary
Fund,

33, In an efiort to find a solution to these difficulties
it was suggested that it might be possible to devise a
praéedure under which the CONTRACTING PARTIES would only be
called upon to enter actively into the administration of
spe¢ial exchangc -zgreements in cases where the International
Monetary Fund disagreed with action taken or proposed by a
contracting party opecrating under =2 spccial exchange
agreement. This suggestion was not considered in detail,
but it is possible that this line of approach if found prac-
ticable might simplify the problem of administering special
exchange agreementsi

3ke On the genefél ouestion of the delegation of functions
by the CONTRACTING PARTIES, the view was expressed that the
CONTRACTING PARTIES could not delegate their responsibilities
under a special oxchange agreement to any person or persons
without an amendment to Arficle XXV of the General Agrcecement.
Others expressed the view that an amendment of the General
Agrecment would not bc neccssary. It was generally agreed
that this question would rcquire further studyo

35 The difficulties which give rise to these differing
opinions will of course be greatly reduced, 1f not entirely
eliminated, when a permanent International Trade Organization
i1s established. In this connectlon the view was expressed
that it weuld be undesirable to finalise arrangements for
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inter-sessional action unless there is urgent need, while
there remains the prospect that a permanent International
Trzde Organisation may ccme into existence in the near

future, in view of the danger that such interim arrangements
might prejudice future action in a permaneit organis~tion.
Others belleved that experience "rith interim arrangements might
asiist in developing more satisfactory procedures in conneus
tion with a permanent organisation.

365 Because of these divergent views, it appeared that
conslderable discussion would be required before a satisfac-
tory solution to these problems could be found. Although

it was recognised that the adoption of procedural regul~tions
would assist contracting partiesconsidering the alternatives
2% secking membership in the Fund or signing a speclal
exchange agreement, the Working Party considered that in the
absence cof any urgent proactical problem, it would not be
justifiable to extend the present session of the CONTRACTING
PARTIES to enable this discussion to be concluded. , The
Working Party considers, however, that the agrcements.reached
at this session and the clarification of divergent views will
assist the CONTRACTING PARTIES in resolving the outstanding
issues. In recommending to the CONTRACTING PARTIES that

this matter be postponed until the next session, the Working
Party has taken into account the likelihood that no contracting
party will be cperatingiiuider a special exchange agrecment

for any significant pericd prior to the next session, and

also the fact that the position in respect of the possible
entry into force of the Havana Charter may then be clearer.,
37. The Working Party wishes to draw attention to ‘paragraph
8 of the Final Report of the Committee on Special Exchange
Agreements (GATT/CP.3/44). The Working Party recommends

that the Chairman discuss with the Fund working arrangcments
of an administrative nature which will aim at avoiding duplica=~
tion in the collection éf statistics and ensuring the effcc-s
tive application of Article XV:8 of the General Lgreement.

383 Finally, the Working Party considered the letter of
February 27, 1950, addressed. to the Chalrman of the
CONTRACTING PARTIES by the Managing Director of the Intcrnational
Monetary Fund enclosing draft rules of procedure slor dircct
consultation betweenian individual ccntracting party and the
Fund on“the monetary aspects of problems arising in the course
of the application of the General iAgreement. The Working
Pérty has no observ~ntions to make on these draft rules and
recommends that the Chairman of the CONTR.LCTING P.RTIES be
authorized to inform the International Monetary Fund that the
rules are satisfactory to the CONTR.CTING PLRTIES,
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ANNEX

1. RESOLUTICN RELATING TO HAITI. PAKISTAN AND EURLA

The CONTRACTING PLRTIZES,

CONSIDERING that it was resolved on June 20, 1949 at
the Third 3ession that each existing contracting party which
on the first day after November 1, 194S when the CONTRACTING
PLRTIZS are in session was not a member of the International
Monetary Fund should enter into a specizl exchange agreement,
in the terms of the text adopted at that Session, and that
each Government which became a contracting party after the
date of that resolution should likewise enter into a speciel
exchange agreement within four months after its becoming a
contracting party if it was not then a member of the Fund,

CONSIDERING that the Guvernments of Haiti and Pakistan
have reached an advanced stage in their arrangements with the
Fund for membership and both are likely to become‘members‘in
the near future,

CONSIDERING that the Government of Burma, which has been
prevented by abnormal and difficult circumstances from taking
action pursuant to the above mentioned resolution, has expressed

the likelihood of i1ts applying for Fund membership at the
earliest possible  date, and

HAVING CONSULTED with the International Mongary Fund
in accordance with the provisions of paragraph 6 of Article
XV of the General Arreement, T

RESOLVE that, notwithstandihg the provisions of the
Resolution N° 1 adopted on June 20, 1949 at the Third Session,
én instrument of acceptance of a special exchange agreement
deposited by the Governments of Pakistan, Burma end Haiti,
if received by the Sncretary-General of the United N:-tions
on or before / November 9, 1950_/, shall be deemed effective

for all the purposes of the Resolution N° 1 adopted at the
Third Session.
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2. RE30LUTION REL..TING TQ NEW ZELLAND

The CONTRACTING PARTIES,

CONSIDERING that it was resolved on June 20, 1949,
at the Third 3ession that the Government of New Zea;and
would not be regquired to enter into a special exchange
agreement until it had had an opportunity at the present
- session to make proposals desifned to meet the special
difficulties raised for that Government by the text of
the spécial exchange agreement approved by the CONTRACTING
PARTIES, and until the CONTRACTING PARTIES had fixed a date
by which the Government of New Zealand should enter into
a.special exchange agreement if it were not then a member
of the International Monetary Fund,

TAKING NOTE of the fact that the Government of New
Zealand has decided not to make any proposals with respect
to the text of the special exchange agreement approved by
the CONTRACTING PARTIES at the Third Session, and

HAVING CONSULTED with the International Munetary
Fund in accordance with the provisions of paragraph 6
of Article XV,

RISOLVE that the Gevernment of New Zealand shall
enter into a special exehange agreement in the terms of
the tcxt approved at the Third Séssion, by depositing an
instrument of acceptance on or before [7November 9, 1950;7,
if by that date it is not a member of the Intcrnational
Monetary Fund.
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3. RESOLUTION RELATING TO THE REPUBLIC OF
THE UNITED STATES OF INDONESTIA

THE CONTRACTING PARTIES,

CONSIDERING that paragraph 6 of Article XV of the
General ALgreement provides that any contracting party not
8 member of the International Munetary Fund shall, within
a time to be determined by the CONTRACTING PARTIES after
consultation with the Fund, become a member of the Fund
or, failing that, enter into a special exchange agreement
with the CONTRACTING PARTIES,

CONSIDERING that the text of the special exchange
agreement has been approved by the CONTRACTING PARTIES
for the purpose of giving effect to the above mehtioned
provisions of the General ALgrecment, and

HAVING CONSULTED with the International Monetary
Fund in accordance with the provisions of paragraph 6 of
Lrticle XV of the General Agreement,

RESOLVE that the Government of the Republic of the
United States of Indonesia shall enter into a special
exchange agreement in the terms of the text approved at
the Third Session, by depositing an instrument of acoceptance
on or before / November 9, 1950_/, if it is not at that
time a member of the International Monetary Fund.




