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INTRODUCTION

1, The Working Party was instructed by its terms of reference:

"to consider queétions arising out of the conclusion

of special exchange agreements, including procedural

arrangements for theilr implementation."
Taking into account the views expressed in the pleﬁary session
of the CONTBACTING PARTIES at their 14th meeting, the Working
Party first of all reviewed the position of those contracting
parties not members of the International Monetary Fund (Ceylsn,
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 Anneéy acceding Govern~
mer:ts not members of the Fund (Liberia and Sweden), to which,
upon their acéession to the General Agreement, the same provi-
sion would be applicable, Its conclusions and recommendations
in this respect are embodied in PART ONE of the Report.

-2, The Working Party alse considered procedural arrangements
for the implementation of special exchange agreements concluded
pursuant to Article XV:6 of the General Agreement. This aspect
of its deliberations is covered ky PART TWO af this Report,

1l/ See GATT/CP..4/SR,2}.
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PART ONE
REVIBW OF THE POSITION OF TINDIVIDUAL CONTRACTING PARTIES

I: THE IMPL TATION OF THE SPECI CHANGE AGREEMENT
WITH CEYLON ,
3¢ The Working Party noted that the Government of Ceylan
had depnsited an instrument of acceptance in respect of a
special exchangé agreement on March 3, 1950 and that the
agreement would enter into force on April 2, 1950. Ceylpn
had also notified the CONTRACTING PARTIES «f its intentinn
to avail 1tself of the transiticnal arrangements <f Article
X1 of the Special Exchange Agreement for the maintenance of
restrictions on payments and transfers for current inter-
natlional transactions,

U In this connection the Working Party noted that there
would be certain administrative actions to be taken by the
CONTRACTING PARTIES when the Special Exchange Agreement came
into force« The Working Party suggests that the Chairman

be authorized (a) to transmit to Ceylan the Fund?$ regulations
on the margins permissible fcr transactions in gold pursuant
to Article IV:2 of the Rind Agreement, which would be binding
¢n Ceylon by virtue of Article III:2 of the Special Exchange
Agreement; (b) to transmit to Ceylon in acccrdance with the
pgoviéions of Article II:3 of the Special Exchange Agreement
a schedule of the par values of the currencies cf ohler
contracting parties, and (c¢) to take other simidar actions 'of
a0 adninistrative naturé. ' §

5. The Working Party was informed by the representative
er the Fund that Ceylen had applied fcr membership of the
Fund and was likely to become a member in the near future.
The Fund had suggested that the CONTRACTING PARTIES might
‘defer the submission to Ceylon of a request under Article II
of the Special Exchange fLgreement for an indication of the
par value >f its currency until such time as the Fund might

so adviseSl)

1) The relevant section af a letter, of February 24, 1950, frem
the Managing Director of the Fund reads: , '

"Article II of the special exchange agreement requires
Ceylon to communicate to the CONTRACTING PARTIES within
30 days after the CONTRABEING PLRTIES so request, the par
value ¥f 1ts currency based on the rates af exclhange
prevailing at the time, so that an initial par value cf
its currency may be established.

(cont. on next page)
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6s In view pf the desirability of avoiding unnecessary duplica~
tion of work between the CONTRACTING PARTIES and the Fund, the
Working Party recommends that the CONTRACTING PARTIES defer,
until such time as they might consider appropriate in the light
of any advice received from the Fund, the action under Article

IT ¢f the Shecial Exchange Agreement relating to Ceylone.

7: The provisions of paragraph 37 of this report apply to
Ceylcn as they do to all contracting parties which are not
members of the Fund. ‘

II. THE PCSITION OF CONTRACTING PARTIES REQUIRING AN FXTENSTON
OF TIME LIMIT WITHIN WHICH TO COMPLETE ACTION UNDER
W

ARTICLE XV:6.
Pakistan
8!  The Working Party noted that the Government of Pakistan,
in order to comply with the terms nf Resolution No. 1l adopted
at the Third Sessirn, should either have become a member of the
Fund or have entered intr a special exchange agreement before
the first day of the present session. The Working Party tock
nbte of the statement made by the representative of Pakistan
that his Government had expected to accept Fund membership
before the commencement of the present session, but that this
action had been delayed by legislative prccedures. The
Working Party also took account of the fact that the CONTRALCTING
PLRTIES, in view of the advanced stage of the arrangements for
Pakistan's admission to the Fund, had already agreed in prin-
ciple to the extension, for about six months, of the time
limit for the conclusion by that country of a special exchange
agreementf
Hadtd
9, In the case of Haiti, the Working Party noted that the
circumstarices were similar to those pertaining to Pakistan.
The representative c¢f the Fund confirmed that the Fund, upon
applicatinn by Haiti, had determined conditicns of membership-.

1) _conts "The Fund will, of course, cooperate in the
establishment of an initial par valve in accordance
with the special exchange agreement. However,
since Ceylon has made an applicaticn to become a
member of the Fund, I suggest that the transmitting
uf a request to Ceylon, to communicate the par value
cf its currency, be deferred until such time as
the Fund may sc advise,"
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for Haitl and that Haitli was expected to accept uembership in
the very near future, but that the Fund had extended, until b
B2ptember 30, 1950, the time limit set for this purpose.,

10, On these grounis, the Working Party considered-that it
would be appropriate to grant to-Haitl an extension of time
similar to that set feor Pakistan,.

Burma .

11, With rezpect to Burma the Workling Party was informed that

the Government of that ccuntry <ontemplated joining the Fund in
the near future and that 1t, accordingly, desired to secure an

extension of the prescrlbed period for 1ts acceptance cf a

.=.@special exchange agreement,

12, The representative of Burma further brﬂught t- the o tice
of the Working Party the abnormal conditlons jrevaillno in

his country which had given his Government prer.ccupations »f .
considerable urgency. '

13, Having regard tc the exceptional circumstarces prevailing
in Burma, the Working Party agreed to recommeud that an exten-
slen of time be granted to that country for evid o wdioy
Article XV:% i the General Agreement.

" III, THE POSITION OF CONTRACTING PARTIES FOR WHICH A TIME
LIMIT HAS TO BE FIXED WLTHIN WHICH TO COMPLETE ACTION
UNDER_ARTICLE XV:&

" New Zealand : :

14, At the Third Session the CONTRACTING PARTIES resolvel

that, notwithstanding the provisions nf the Resclution Ne. 1
adopted Ly them on June 20, 194y, the Government of New Zealand
wuuld not be required to enter intc a special exchange ag;eement'
urtil 1t had had an cpportunity at the first meeting =f the
CONTRACTING PARTIES subsequent te November 1, 1% hv, to make
propzsals designed to meet certaln special diffisultles raised
fur the New Zealand Government by the text of the special
eXchange agreement adopted at that sessiei; ard until the
CONTRACTING PARTIES had fixed a date by whilecl tliat Gecvernment
should enter into a special eichange agreement, The Working
Party was irformed by the representative of New Zzaland that

his Government had decided not. to propose any amendments t:

the draft text of the special exchange agreement approved by

the CONTRACTING PARTIES at the Third Sesslon and that New Zealand
would decide in due course whether to become a member of the
Fund ~r tc accept a special exchange agreemeut as approved | y
the CONTRACTING PARTIES at the Third Session.
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13, As regards the time limit to be set for this purpose,
the New Zealand representative proposed that the CONTRACTING
PARTIES adopt a date which would allow his Government approxi~ -
mately six months within which to ecomplete the necessary action,

Indonesisa | '

16, The reprcsentative of the United States of Indonesia
stated that hls Government was making preparations to join the
Fund and that it expected to commence negotiations for Fund
membership within the next four months, As the status of the
Onited States of Indonesia as a contracting party in its own
right was not established until February 1950, the Working
Party considered that the only action required of tho
CONTRACTING PARTIES at this session was to fix a date pursuant
to the provisions »f Article XV:6 for ihe oompletion of the
~action te be taken under that paragraph.

7’

IV, THE POSITION OF THE ANNECY ACCEDING GOVERNMENTS

Liberia ‘ '
17, In so far as Liberia was concerned, the Working Party
noteds
(a) that the Fund had determined the conditions for
membership for Liberia and that Liberia was expecyed
to become a meiber within a short time, and
(b) that Liberia appeared to be covered by the provisiong
of Resolution No,3 of the Third Session,. '

k)

18, The Working Party concluded that no action was needed

in respect of Liberia at the present session but that if
Liberia, after its accession to the General Agreement, claimed
to be covered by the provisions of Resolutlon-+ No, 3, the
CCONTRACTING PARTIES ~ should consider the applicabillty of that
Resolution %o Liboria.

Sweden

19, In the case of Sweden, the Working Party noted that that
eountry!s accesslon to the General Agreement and its application
for Fund membership were at present receiving the consideration
of the Swedish Government. It therefore concluded that there
was no need at this stage to make any recommendation in view cf
the fact that Sweden wruld, umnder Resolution No, 1 of the

Third Session, have four months after its accession to the
General Agreement within which either to join the Fund or to
accept a speclal exchange agreement, ‘
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V. GWNERAL REMARKS AND RECOMMENDATIONS

20, . The Working Party considered that it would be appxop iates
to determine a single date for all contracting partles to which
Article XV:%5 applied. It was tnough desirable to fix a ca’endar
date and in view of practical consideration= 1t ‘was agreed to
recommend to the @ EHIA Pl 10N e the date ~F [Novemcer 9,
1507, the opening date of tne Fifth Sessior.,

21, In recommending that /Nnvember.9, 1552/ le established a=
the date 1y whilch Burma, Palzlztan; Hzitl, New Zealand ard Trang
nesia should either become merters of the »und cr enter _nt“
special excharge agrezments, the Wﬂrking Dar*y agreed'that'
individual contractiug parties she uld n:t be led to telieve that
further extensions of this tirme Limit w:suld be lightl; granted
at the sext sessionof the CONTRACTING PARTIES, IS was Tec o
nlzed that sxchange and financial actions complerented the

trade matters cevered by the Gererzal Agreerent ard tuat concras=-
ting parties must all abide »y csmmon standards of condust in
the exchange field, if the General Agiecre~t was t3 achdeve
maximum effectiveness, The Wnrking Party relieved that tlie
CONTRACTING PARTIES should adopt these proposals with tho
gnderstanding that the date wsuld only lte extended at the next
session in exceptional cases, such as that in which z contrac.
ting party is in an advanced stage :f 1ty regrtliatlore with

‘the International Monetary Fund so thet it aprears reasonable

to expect that the contractiig party -willl become a rewber ~f the
Fund within a few months.

22, The Working rarty recommends that €he CONTRACTING PARTIES
2dopt the resolutions annexed to this Repuiu%, whic!. have beeu
drafted in the light of the consideration:; set furth above,
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PROGEDURAL ARRANGEMENTS

23. The W.rking Party considared the procedural arrangements
necessary for Rhe implementation =f special exchange agree-
ments entered into by individual contracting parties under
*®paragraph 6 of Article XV of the Genéral Agreement. In this
connection it had befoPe it the Draft Regulations proposed
by the United States delegatirn (GATT/CP.4/24).
Tol, The Working Party's review disclosed general agreement
on a num%er of 1mbcrtant matters especially in respect te
the subject matters®to be covered by the procedures. It
also focussed attentio® on certain other issues which remain
unresolved. :
250 In dlscuss1ng the implementation cf special exchange
egreements the Working Party agreed that the most important
steps in the m%netary field requiring positive action on the
part of the TONTRACTING PARTIES would be: -
(a) agreehent on an initial par value;
(v) chahges in par value;

(e) apyreval of releases from the obligations
¢f convertibility of balances held by
Lther contracting parties; and

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

It wag alsn recognised that additional procedural arrangementy
might have tqsbe made, whepher by regplations cr atherwise,
covering such matters as relationships between the CONTRACTING
&%RTIES and the International Monetary Fund, the execution of
special exqpange agreements,.the furnlshing of 1nformatlon,
etce

a‘

26 It wag agreed that two essential criteria for proaedures
fior the handling of these matters, partlcularly those set
forth in 25 (a) - (d) abcve, are thnt they should proude for
prompt olnsultation with the Intern.tional Monetary Fund, for
pSpeedy action thereafter by the CONTRACTING PARTIES, and fer
the utmest secrecy until the individual contracting party is
prepared tc announce the action proposed.

27; It was clear tc the Working Party that special diffi-
cultieg arcse in satisfylng these requirements during pericds
when the CONTRACTING PARTIES are not in sessione Any
precedure designed to submit all questions arising under
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spocial exchange agrecments to thg CONTRACTING PARTIES as

a whele eithar thrcough the calling-of a special sessien er
thrcugh a telegraphlc poll would fail te meet ene eor beth
sf these criterias From this it fellews that the autherity
of the CONTRACTING PARTIES te act on these questions needs

~ to be delegated during inter-gessicnal perieds.,

28 Article XV cf the General Agreement requires the
CONTRACTING PARTIES to accept the findings and determinatiens
of the Internatlonal Menetary Fund on the financial and
exchange matters specified in that Article. = The CONTRACTING

~ PARTIES, héwever, are the principals in the special exchange

agreements and have the responsibility for decisisns taken
in connecti*n with the implementation of the agréements.

The form and nature »f prﬂcedures for the administration of

special exchdnge agreements should reflect this situatione.
29. To overccme the difficulties arising frem the absence
at the present time cof a suitablerrganisatibn capable of

_handling ex~hange matters with Speed and seerecy between

sessions »f the CONTRACTING PARTIES, twe prepesals were put
befcre the Working Party. The first propesal (which is the
basis of the propnsals in the Draft Regulatiens submitted
by the United States delegstion) envisaged that the Chairman

. ~f the CONTRLCTING PARTIES would act on behalf of the

CONTRACTING PARTIES in administering special exehange agree-
ments and would be guided in the decisions which he weuld
take on behalf sf the CONTRACTING PARTIES by the advice eof
the Internaticnal Monetary Fund. Some believed that 'such a
delegation of authority to the Chairman offered the most
practicable methrd for expeditious han#ling ef matters of
urgency. ‘ ’

30. * Certain cbjections were expressed by seme ::ciibers of

‘the Working Party te this propesal, . In bartieular, thie

cbjectiern was made that this prepnsal did not take adequate
acecunt of the ~onsiderations referred te in paragraph 28
above. Scveral members of the Werking Party also expreessed
objection tz the form of regulatirns propesed by the United

‘States delegation, but grme agreed with the United States

representative that this objection could prebably be evereeme
by suitable redrafting of the detailed previsions nf the
United States pr-pésalsa -
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31; In order to provide for satisfactory administration of
special exchange agreéements Whilsi, at the same time,

meeting these objections, a prccedure aiong the following
lines was proposed by the New Zealand representative and
recelved some suppart: There should be established a
Committee of contracting parties able to be convened at very
short notice and located conveniently to the headquarters of
the International Monetary Fund. The CONTRACTING PARTIES
would delegate to this Crmmittee their functions under .
special exchange agreements. The establishment of such &

, Gommittee'WUuld, it was urged, «bviate the necessity for
detalled rules and regulations of the type suggested by the
United States = representat:.ve;

32. Some members of the Working P“rty;howcver, coasidered
that the establishment of such a ccmmittee would create a
cumbersome mechanism, and would prcbably delay action and
duplicate unnecessarily the work of the International Monetary
Fund. _
33: - In an-effort to find a solution to these¢ difficulties
it was suggested that it might be possible to devise a
precedure under which the CONIRACTING PARTIES would only be
called upon to enter actively‘into the administration of
special exchange -agréements in cases where the Internatinn?l
Monetary Fund disagreed with action taken or propocsed by a
contracting party operating under a special exchange
agreement. This suggestion was not considered in detail,
but it is pnssible that this line of approach if found prac-
ticable might simplify the problem of administering special
exchange agreementsf

34; On the genecral gquestion of the delegation of Zunctirns
by the CONTRACTING PARTIES, the view was expressed that thec
CONTRACTING PARTIES could not delegate their responsibilities
under a special exchange agreement to any person or persons
without an amendment to Article XXV 6f the General Agreement.
Others expressed the view that an amendment of the General
Agreecment would not be necessary. It was generally agreed
that this question would require further studys:

354 The difficulties which give rise to these differing
oplnions will of course be greatly reduced, if not entirely
eliminated, when a permanent International Trade Organization
is establisheds In this connection 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 prispeet that a permanent International.
Trede Organisation may ccme into existence in the near .
future, in view of the danger that such interim arrangements
might- prejudice future acticn in a permane:t organisation.
Others believed that expericnce with interim arrangements might
assist in developing more satisfactory procedures in connecw.
tion with a purmanent organisation.

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

it was rccognised that the adoption of procedural regulations
would assist contracting partiesconsidering the aliernatives
=% sccking membership in the Fund or signing = spcecial
exchange agrecement, the Working Party considered that in the
absence cof any urgent practical problem, it would not te
justifiable to extend the present session of the CONTRACTING
PARTIES to ecnable this discussion tn be concluded. The
Working Party considers, however, that the agrbements reached
at this session and the clarification of divergent views will
assist the CONTRACTING PARTIES in resolving the outstarnding
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 operating:iuader a special exchange agrecment |
for any significant period prior to the next session, and
also the fact that the position in respect of the 'piissible
entry into force of il tiavana Charter may then be cluonror:
37. The Working Party wishes to draw attention tu paragraph
8 of the Final Report of the Committee on Speclal Exchange
hgreements (GATT/CP.3/44). The Working Party recommends

that the Chairiuman discuss with the Fund working arrangements
of an administfative nature which will aim at avoiding duplica-
tion in the collection of statistics and ensuring the effecw
tive application of 4rticle XV:8 of the General Ligreement.

38 Finally, the Working Party considered the letter of
February 27, 1950, addressed to the Chairman of the
CONTRACTING PARTIES by the Managing Director of the International
Monetary Fund'enclosing draft rules of procedure #or direct
consultution between an individual ccntracting party and the
Fund on the minetary aspects of problems arising in the crurse
of the application of the General Agreement. The Working
Party has no c¢bservrtions to make on these draft rules and
recommends that the Chairman of the CONTR.LCTING PLRTIIES be
authorized to inform the International Monetsry Fund that the
rules arc satisfactory to the CONTR.CTING P\RTIES;
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- ANNEX

1. RESQLUTION RELATING TO HATTI. PAKISTAN AND BURMA

The CONTRACTING PARTIES,

CONSIDERING that it was resolved on June 20, 1949 at
the Third 3ession that each existing contracting party which
on the fifrst day after November 1, 194% whern the CONTRATTING
PARTIZES were in session was not a member eof the International
Monetary Fund should enter into a special exchange agreement,
in the terms of the text adopted at that Session, and that
each Government which beceme a contracting party after the
date of that resolution should 1ikewisetenter into a special
exchange agreement within four months after its beecoming a
contraceting party if it we'e not ﬁhen a member of the Fund,

CONSIDERING that the Guvernments of Halti and Pakistan
have reached an advanced stege in thelr arrangements with the
Fund for membership and woth are likely to tecome members in
the near future,

CONSIDERING that the Government of Burma, which has béen
prevented by avnormal and dAifficult cireumstances from taking
action pursuant to the abové mentioned resolution, has expressed
the likelihood of 1ts applying for Fund membership at the
earliest possible date, and

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

RESOLVE that, notwithstanding the provisions of the
Resolution N* 1 adopted on June 20, 1949 at the Third Session,
Instruments of aceeptance of a speciel exchange agreement

deposited by the Governments of Pakistan, Burma and Haiti,
if received by the Secretary-General of the United N.tions
on or before _ November &, 1550 /, shall be deecmed effective

for all the purposes of the Resolution N° 1l adopted at the
Third Segsion.
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2. Rz30LUTION REL“TING‘TO NoW Z75, LAND

The CONTRACTING PALRTIES.

COﬁSIbERING that it was resolved on June 20, 1949,
at the @hi;d Session that the Government of New Zealand
would not be required to enter Into a special exchange
agreement until it had had an opportunity at the present
session to make proposals desizned to meet the special
difficulties raised for that Government by the text of
the speclal exchange agreement approved by the CONTRACTING
PARTIZS, and until the CONTRACTING PARTIES had fixed a date
by which the Government of New Zealand should enter into
a speclal exchange agreement 1if it were not then a member
of the Internationgl Monetary Furd,

TEKING NOTE of the fact ‘that the Government of New
Zealapd has decided not to make any pfoposals with respsct
to the text of the spocial exchange agreement approved by
the CUNTRACTING PARTIZLS at the Third 3Session, and

HAVING CONSULTZED witﬁ the International M.netary
Fund in accordance with the provisions of paragraph &
of Article XV,

RE3SCLVE that the Government of Now Zecaland shall
enfer into a special exchange agreement in the terms of
the tuxt approved at the Tuird Session, by depositing an
instrument of acceptance on or before November 2, 1950
if by that date it 1s not a member of* the Intirnational
Monetary Fund.

’
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3. RESOLUTION RELATING TO THE REPUBLIC OF
THE UNITED STATES OF INDONESTA

THE CONTRACTING PARTIES,

OONSIDERING that paragraph 6 of Article XV of the
General hgreement providss that any contracting party not
a member of the International Munetary Fund shall, within
a time to be determined by the CONTRACTING PARTIES after
consultation with the Fund, becoms a member of the Fund

~or, failing that, enter into a special exchange agreoement
with the CONTRACTING PARTIES,

CONSIDERING that the text of the special e;change
-agreement has been approved by the CONTRACTING PARTITS
for the purpose of giving effect to the above mehtioned
provisions of the General Agreement, and

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

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 deposlting an instrument of acoeptance

on or before November &, 1950 , if it is not at that
time a member of the International Monetary Fund.




