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GENERAL AGREEMENT ON T TY T —
TARIFFS AND TRADE St £

 CONTRACTING PARTIES

FRED
WORKING _PA.RTY "K' ON CONSULTATIONS UNDER
- ARTICLE XIT:4(b)

Statement by the Unlted States Delegate at the Elghth
Meeting of the Working Party, held on Tuesday,
- 21 November, 1950 at 2 p.m

Mr. Chairiién,

The time has now come when we have concluded the developnent of
the facts with respect tu Australia and for the express1on of v1ews by the
members of the Working Party. .

We are indebted to the representative of fLustralia for the clear
and helpful statement which he made at the opening of our consultation with
his country. We welcome the Australian decision to enter into these consul-
tations, as of the current situution,'in a spirit of frank and open interchange
of views. This is a further expression of an attitude which his. govermnment
has always shown in its partlcinatlon in the operatlor~ of the Gener&l

agreément.g

As in- the case of the United Kingdon consultetlon and the Southern
Rhodesian consultation, we are also iadebted to the International Monetary
Fund for the comprehensive analysis of relevant :factors which: it has made
available to us. We have at various times in this consultation expressed
our views as to the entire appropriateness of the comments by the Fund
contained in its reports. In connection with the United Kingdom -consultation,
I colled attention to the universal agreement around this table that we were
indebted to the Fund for not just giving us a mass of undigested statistics,
and that when an international institution is asked to participate in a full
and frank consultation, the form in which it expresses its views is a metter
for it to decide. As the representative of the Fund told us yesterday, this
matter was fully debated in the Fund and the report nov-before us represents
the con51dered Judgmeﬁt of a large magorlty of its Executlve Board.

I have 2also pointed out that by cnterlng into the Genenml Agreement
we have all accepted the principle established in Article XI that, as a
trade matter, quantitative import restrictions are not an acceptable method
~of trade control, and that what we were considering in this Working Party
were import restrictions based not on any trade basis but on the basis of
overriding financial necessity, for which provision is made in Article XII
of the GATT. Quantitative import réstrictions under Article XII, which are
the sole subject of discussion here, are only acceptable under the General
Lgreement to the extent that they can be justified by financial necessity.
The judgment of the Fund on the question of the extent of this necessity
isy in our view, clearly a flnancmal Judgment whlch is entlrely'w1th1n the
prov1nce of the Fund. s :

The views that I expressed in connection with the United Kingdom
“consultation apply with equal force to the consultation with Australia.
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In theé course of his able discussion of the situation of Lustralia,
the Australian delegate called attention several times to the fact that
Australia keeps 1ts|r¢serves for:-the most part in. sterllny, and he, as did
the delegate from the Unitéd Kingdom, urged tie-Working Party not to
overlook the ex1stence and ‘the relevnnce of the sterllng area.

,qqssura the delqgate from Australx@. In reaching
T-Eﬁf?@y“ X 'axian"*we were well

) ' ﬂéxtstéﬂrE‘of*the sterling area,
‘The report of the Fund- 1nd16‘f§§'ﬁhdf”%ﬁ*~?ﬁﬁd #1so is entirely aware of the
relationship and, in faﬁt, has devoted many pages:of its detailed factucol
submissions and a constderable portion of the -supmmary . report to describing
the relationship of the consulting Contracting Partles (other than Chile)
to the sterllnglarea.wh~~ i i s o R :

s k. WOpld_llke

g With thls awareness on the psrt of everyone aroun thls table of
"the existence of the sterling area, I am sure we can’ a1l agree ‘with the’

. delegate of the United Kingdom:'in his statement. on Friday .that we need not
_enter here into-a dlscusslon.of the merlts or. demsrlts of the s#er11ng areo.,

A . But, ‘along with this.: awareness of the exlstence of fh 'sterllng

" area, I think the members of the Werking. Partyfwnuld also agree that’ we
must not overlook: the existende of the‘fact that each of the ‘countries
which are now engaged in consultation around this table, except for Southern
Rhode51a, is an independent sovereign state, that each of them participates
“:in-'the General Agreement in its own right and has .assumed the:obligations

?h f‘De1egat1on have glven to the problem befors us.f} .

v and is enjoylng the benefits. of the Agreement in }ts:own: rlght. . Southern
Rhodesia is independént.in her’external commercial- affalrs and 1s an 1nﬁe—
fpendent Gontractlng Party. Thls 15 to be a centrul fact, 35, .

. With thls brlef restatement of the attltude with whgch Ty Dele-
“ gation approaches’ this. problem, I would now like to comment brlefly upon

i the conclusions to which we have .come as a result of ‘the Lnformatlon ‘which
i ‘has:been provided to the Working Party, the views which have beén expressed
incitsd dellberatlons, and the independent: study wplch my‘Government and

: The factual data put bcﬁore us in thls consultatlon shcw clearly 3
the sharp and steady improvement in the current balance-of-payments p051t10n_

- -of Australia since the last quarter of 1949. - This position is- indicated

,nwst‘clearly by the table on page 5 of the, paper submitted by Australia,
' LGATT/CRJ5/K/2, as it has been brought up to. thc mlddle of 1950 by ‘the oral
~~..,:s*l:a.temenrl: of: the Australlan_Delegate. gt L I t{:_‘

BN RS . If we: take the 11ne in this table oalled "deflClt" "@ subtract

b from +these figures the gold. salos to. the Un;ted ‘Kingdom. (slnce the gold

.~ is a current asset available for. dollar 1mp0rts)‘and convert all. these,

. “figures to'an annual basis, we find that An 1947 Australia ran a dollar
deficit of $191 million. In 19@8 this.-deficit had dropped to $61 million

- vand in the first quarter of 1949 to the ‘annual rate of 44 million. In

the second quarter of 1949, the deficit Jjumped to an.annual rate of. $104
million, and in the third quarter to an annual rate of $216 nillion.
. From then on the picturé was reversed... In.the fourth quarter of 1949,
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the deficit was at the rate of only $32 million per year - a better result
than the best previous period mentioncd, the first quarter of the year. TFor
the first half of 1950, a surplus at the rate of $76 million per year has
developed. The deficit in the one quarter of the year in which wool is not
shipped is very small and leaves the figure for 1950 still in substantial
surplus. The wool shipping season is Jjust beginning, and reports on current
prices at the wool auctions certainly indicate a sustained favorable dollar
position for fLustralia for the foreseeable future.

We have also been told that Australia is finding an increasing
availability of supplies from soft-currency oreas of things which it needs
which are increasingly competitive in price and delivery date with goods of
dollar origin. We are eware of thc beneficial effect of devaluation of the
Australian pound upon Austrnlia's dollar earnings. We have noted the very
high demand in dollar areas for fustralia’s principal export products, nota-
bly wool, and of the declining domestic production of wool in Australia’s
mein dollar market referred to in the Fund’s report, We are ‘also aware of
the fact that there arc uncertainties in the picture - for example, that
periods such as the present normally involve higher prices for capital and
consumer goods, as well as higher prices for raw materials, and that the
exact interrelationship of these prices cannot be reliably foretold. This
is an important uncertainty’ There arc others which the fustrclian delegate
has mentioned which must also be taken into account.

Looking at the totality of the picture as we understand it,
however, our Delegation has concluded that the time has now come when a
progressive relaxation of restrictions by .ustrelia on impats from the
dollar area can begine We recognize that caution in the nature and extent
of the relaxation is justified, but we think that the circumstances justify
a significant beginning of the relaxation process.




