P A SECRET

GENERAL AGREEMENT ON LT A
TARIFFS AND TRADE . 28 mwber 1550

ORIGINAL: ENGLISH

CONTRACTING P&RTIES

VORKING P:RTY "X" ON CONSULTATIONS
UNDER ARTICLE XII:L(b)

Statement by the New Zealand Representative at the
. Ninth Ileeting held on “ednesday, 22 November 1950 b e e
at 3 p.n,

The balance of payments situation which accounts for the discrimination by

New Zealand against imports from dollar sources has already been dealt with
fully by the representative of the United Kingdom when he explained the position
of the sterling area, as well us in the document presented by the United Kingdom
on behalf of Commonwealth oountries in the sterling area, dowever, it may be .
of inecidental interesw to representatives to knew the latest figures of reoeipts
and payments of dollars by New Zealand, For the six months from January to June,
1950, receipts expressed in terms of United States dollers, totalled L4 million
“and payments 28 million, These figures must be trested as highly confidential
as they are subjest to cheok and have not been published. r'or the first two
quarters of 1950 separately, approximate figurcs are as follows = ‘
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These figures show = aonsiderable improvement on previous years, and it is
gratifying thet New Zealond hes been able to meke this small contribution to
strengthening the position of the sterling area,

The system of import licensing in New Zecland, aos it affects dollar imports,
is as follows, In genercl; eceh application for o licence by anm iuiporter is
considered on its merits, hoving rogard to the essentiality of the product,
availability from soft currency sources, urgency of the requirement, comparative
delivery dates from various currcncy sources, ¢nd so on, For 1949, licences issued
on dollcr soure:s vere aveileble for imports ot any time during a fourteen . -
months period e¢nding on 28 February, 1950. Generclly the bulk of such licences !
was issued irmedictely ‘prior to the commencement of o licensing period, or during
the first few months of" the period, For 1950, licenccs were issued on o six-monthly |
basis, but those issued for the first six months (Jonuary - June) were made
availsble also for imports ofter 30th June., The object of this alteration was,
of course, to lessen the expenditure of dollars during the Junec year 1949/50,
80 os 40 reduce the immedicte impact on the rescrves of the sterling arec,
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~———-Fhe-reduction in doller imports-cennot, of course,-be entirely accounied
for by the effects of increased restriction and, as with other sterling area
countries, considerable importance attaches to thc ¢ffects of devaluation end
improyed availability from soft currency sources, Because of the nature of the
products conw.rmed, insreesed home production has little or no effect in our cease,

So far cs export receipts arc concerned, the mein feature has been an
approximate doubling 1n ‘the quantity of wool exvortea'to the United Stetes and
Conada, ; ;

I have given this brief survey of our bilateral dollar position not because §
it hes any direct relevance to the present consultutlon, but because other memberdl
of the working party will be intercsted no doubt, in the dollsr receipts and :
payments of New Zecland as they affect the sterling arca cs a whole,

FUND_REPORT:

%hile we do not wish to raise furthcr discussion on a point that has already
been discussed at length, my delegation regrets that the Fund should have seen
fit ito submit conclusions when consulting with the CONTRACTING PARTIES in relationf
‘to procedures under the GATT which do not call for any conclusions by the
CONTRACTING PLRTIES, acting Jjointly, themselves,

There are certain points in the Pund statement conCLrnlng New Zealand on whivg
it scems desirable to comment, Before doing so, however, I would like to- say that
my delegation quite understands the difficulty the Fund must have had in prepPoring
the statement concerning the New Zcaland position, having regard to the fact that,
as New Zealand is not = member of the Fund, the Fund staff worked from published §
information without direct consultation with officizls of the New Zecland Goverrmel:

My purpose in commenting now on ccrtein of the points in the Fund document
which are inaccurate, is to save the time of the working party by forestalling
possible qucstlons which mlvht othprw1se arise,

: Puge 2 ‘= Sentcence commencing "Second repayment of Stprllng debtas,"

There have been no limitations imposed on the use by New Zeclend of past accumu- §
lations of sterling. Appreciating, however, the importance of avoiding the strainjf
on the United Kingdom economy imposed by unrequited exports, the Government has,
since 1947, endeavoured to avoid current payments exceeding current receipts, In
any cese, this poliey has been indicoted, especially in the laost yedr or so, by the
incdequacy of our sterling reserves, This inadequacy has been increased by the ¢ |
constant rises in import prices and in the totel value of our "international trade,
while the reserves have remained more or less stable, apart from seasonal :
fluctuations.

Two sentences commencing "So far as the dollar zrea is concerned.,,"
Reference is made to agreed limits on the amount of sterling whieh can be
converted. This point was clarificd in the consultation with Australia and I do
not need to elaborate on it, beyond Suylng that the conments mede prcviously apply
equally to the New Zealend p031t1on.

Page 3 - Sentence commencing "The long-term contrasts,..."

This sentence is probably true if tonncges cre considered but, as no wool is sold
under long-term contrﬂct, only sbout half bg value of our exports are sold in this
'way.
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Conccrning the next sentenco, I have 2lrecdy pointed out the importanize
of export of increosed quontitics of wool to the dollar area which, in the
immedicte prst period, hns been of for greater importance than the rather
noderate inerease in the dollar price of wool over the 1949/50 secson,

Sentence coruiencing "At the scie time imworts were subject to control..."
It is sofe to say that despite import control the lergc increzse in value of
imports over the last few years does reflect increased demend for imports, thus
indicating thct pressures emancting from the domestic cconomy have affocted
imports to @ very great extent,

Page L — Sentence commencing "No commodities follineg within these groups
could be imported from the United Stotes and Conado,,."
The import licensing authorities have complete power to issue import licences
for any commodity from dollar sources, For certain commoditics some licences on
soft currency sources arc issued cutomcticnlly to importers and these automatie
issues (which we call basic wllocations) cre reloted to licences issued to
individuals in some previous yeor, DBosic cllocations sre not gencrally made for
imports from dollar sources. In respect of commoditics subject to basie
allocations, just as much as for commodities for which no basic allocations are
made, some dollar licences can be cnd cre usually issued. There is, therefore,
no guestion of lists of commoditics which are eligible or ineligible for import
from dollar countries, Chonges between the groups for which basic allocations
cre made on the one hand, and the group for which basic allocations are not made
on the other hand, hove, therefore, no particular signific:inee in considering
New Zerlend's policy towards dollor imports,

Page 5 = Porapgraph V,
Probably the major factor in increasing demand for imports is the increase in
wool prices, One of the major threats to our overall bolonce of payments is the
fret thet we are now only just cchicving balonce in our overall acceounts with
the assistronce of import control at a time of high expert earnings, Because of
the incdequacy of our sterling reserves we would be faced with considerable .
difficulty if our exvort rcceipts were to drop. It is to be borne in mind that,
in general, chonges in the demand for imports arising from export receipts log
approximately o yeer behind the chonges in the export receipts themselves. This
time 1lng protccts the balonce of payments in o neriod of rising prices like the
present, but is o serious difficulty in perieds of falling prices, Furthermore,
even in thc event of a guneral drop in world prices, our cxport price level may be
expected to drop more then the priccs of our imports, This comment on our
overz1ll belance of payments situntion is mnde only becruse the matter has been
declt with in the Fund report, without adequate mention of the importont foctor
to which I have referred, ‘e would not consider it appropriate, in the present
consultation on our dollar import rostrictions, to enter into any discussion on
our ovierall balance of payments nositien,

CONCLUSION:

The discrimination we exercisc rgoinst dollar imports rceflects our real
econnnic intercst in strenzthening the internetionzl position of sterling, so
that it mey become, as soon as possible, fully, securely and permanently
convertible, without the need for us to exercise any self-restraint in our damonds
for conversion, e arc convinced that this is the only lasting solution to our
own Jollar problem and, indced, an essential prerequisite to eonditions of fully
miltilaterzl trade, The views expressed by the Unitcd Kingdom repruscntative
here os to the appropriate line of setinn in pruscnt circumstances were those
ngreed by Ministers from sterling countrics of the Comonwealth at their meeting
in Septumber and are fully cndorsed by the New Zealand Governmenbe.




