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- &t the close of Wedncsdey's session, the Working Party concluded its
development of the facts bearing on the rﬁttur of the consultations between
the Contractin~ Partics and the United Kingdom, e arc indebted to the
reprcsentative of the United Kingcdom for the lucid statement which he meade
at the opecning of. thc consultation. - e arc also greatly indebted to the
International Monetary Fund for the comprehensive analysis: of the rclevant
factors which it has nade aveil:oblc to the Contracting Partics. . We believe
that our task has been madc much easicr ond our labours have been greatly
shortencd by  the ‘excellence of thc report —Ath which the: Pund has provided
us and by the fact that the Pun’ 7ms not content to present merely a mass. -
of stotistics, but geve us thc benefit of an ord@rly analysis of thosc
statistics and the benefit of its judgnent as te their significance in many
respects, I belicve that this hos materia lly‘ﬁlacd ry Delegation ané I
em sure Will materially eid the othcor Contracting Perties in coming to
their conckusions in thcve cons ult twon s :

The delegtte of the Unitcd Kingdsn nointed. out t.the onening of

Tucs”"y s meeting that this is a2 consuliction between the hited Kingdom

and the Contractlnv Parties and thot one of its princinal purposcs is to
find cut vhat is in each other's minds, = Thereforce, I would like to
lay before the "orking Party what is in: the ming of my Delegation as a - -
result of the facts which have been prescenteld to us and the views which have
been expressed in our last two days of mcetings, as well as of the careful
consideration which ny Government have civen to this problem in the weeks
prior to this conference. : :

Flrst of all, let me say that wec very much welcome the marked
improvenent, whlch has occurred in the financial position of the United
Kingdeom, in its foreign exchanne position pgenerally and 3urtlcu1“rly in
its forelyn exchange position vis-a-vis the dollar arca, né may I say
at this point that when I sweak of the United Kingdom I mean the United Kingdom
as o GAIT member which, of course, includcs its dependent overscas territorics,

We are very glad to see the situation of the United Kingdom change from
onc of sharp deficit in current dollor accounts for over ten years, accentuated
by a deterioration in its position in mid=1949, to onc of a consistently
improving gold and dollar position, with an actual surplus developed in the
first half of 1950, which is opperently increasing. We arc glad to see that
the United Kingdom's gold pnd dollar rcserves have doubled from September 1949
to September 1950, to reach the highest {igurc in over ten ycars.

Let us run over some of the fir surcs &f the gaét.fcw years. to get 2
:sp801f1c indication of the trend in the United Kingdon's current balunce of
payments, o
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For the Jear 1947 TheTe Was s defi '% of’S? 3’b111i6ﬁf In i9£8 this
deficit had dropped to $900 million, In the first quarter 6f 1949 it had’
dropped to an annual rate of 8460 million, In the sccond quarter of 1949
it suddenly jumped to!#};3 .bill¥on, and 1n the thlra ‘quarter remained
high at an annual rate of gl billier, . T

The gold and dollar reserves of the United Kingdom, which reflect
transactions of the whole sterling area, alsc showed a sharp deterioration
in mid-1949, drcgplng from #1,9 billion at the end of the first quarter to
#1,3 billion on September 18, 1949,

In mid-1949 the United Kingdom tock certain measures for further
reduction of imports by intensifying restricticns, with which we are all
familiar, - It redopbled its efforts tc increase exports.to the dollar area,
and  on September 18 1949, devalued the pound sterllng 1n terms of gold

Since that time, the story has been quite dlfferent "By the end of
1949 the gold and dollar reserves had reachéd #1,6 billion, by the end of
March 1950 had surpasseéd their level of a year before, and by September 30
of thls year reached #2, 7 bllllon, the highest figure in over ten years.

""These reserve movements reflected a sharp and steady improvement in the
current balance of payments of the United Kingdom, In the last quarter of
1949 the sharply reduced trade deficit of the metropolitan United Kingdom
was almost balanced by the surplus of the dependent overseas territories
and gold purchases from the sterling area, sc that the unfavorable balance was
down to an annual rate of 812 million, In the first half of 1950 the
United Kingdom ran a surplus on current account at an annual rate of
$390 million, which probably represents a higher rate in the latter part of
that period., Since then there is every indication that this surplus has mounted,

While the reserve figures I have cited reflect the extraordinary financial
assistance provided to the United Kingdom by the United States, Canada and
others, the balance of payments figures which I have given represent 'current
transactions alone and do not include such assistance,

On Wednesday, the Presicent of the Board of Trade had durther encouraging
news in reporting on the export and import figures of the United Kingdom,
exclusive, in this case, of those of the dependent overseas territories,

He revealed that the exports of the United Kingdom as such for the month of
October were the highest in hlstory, both in total and to the dollar area,
For, I believe, the third time in almost a century the United Kingdom alone
had & visible surplus in overseas trade, Exports-to the dollar area in
October significantly exceeded the average for the third quarter of 1950
and substantially exceeded the average for the first six months of 1950,
thus'continuing the upward trend,

. This is indeed a magnificent effort by the United Kingdom Government and
people, They are to be congratulated on having accomplished such results in
face of the many dlfflcultles which we all know had to be met and overcome,

We are also glad to note that the Drlnc1pal favorable factors which have
contributed to this result dc not appear-to be tran31tory, but rather to be
of a fundamental character which may be expected to continue, To name a few
of these favorable factors, we would call attention to the substantial increase
in productive cabacity in the United Kingdom home market; the hlgh prices for
many of the mejor exports of the dependent overseas territories; increasing
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availability of needed imports in soft-currency areas at prices increasingly
competitive with prices in the dollar area; the high level of demand in the
dollar area, with the prospect that this will continue for a considerable
period; the effect of devaluation upon the competitive position of United
Kingdom exports in dollar markets; and the effects to be anticipated from

the investment of time and effort which has been put into the United Kingdom's
dollar export drive,

On the other hand, we must not be unmindful of the fact, to which the
United Kingdom delegate has quite properly drawn attention, that many
uncertainties lie ahead, The exact consequences of the rearmament effort,
in which the United Kingdom is participating with other Contracting Parties
as a result of the Korean war, are uncertain, This effort has introduced both
favorable and unfavcrable factors into the situation, The cxact extent of
the program and thc exact nature of the role which the United Kingdom will
play in it are not yct definitely known., Therefore, our Delegation would
agree that we are not decaling with a one-sided jicture, and that the
conclusion to which we come as a rcsult of the consideration of the favorable
factors to which we have referred must be tempered with the recognition that
real pcasitilities of difficulty also exist,

We have watched with interest the leadership which the United Kingdom has
taken in carrying out a liberalization of restrictions against imports from
certain soft=-currency countries, We have recognized this action as a step
in progress towards a worldwide multilateral trading system and convertibility
of currencies, We have felt that it was taken in conformity with the spirit
in which all of us have entered into the GATT that restrictions, particularly
discriminatory restrictions, are the exception to the rule and should be
relaxed as the situation which led tc their imposition improved and should be
removed when the circumstances which led to their imposition have been
corrected,

We have been locking forward to the lday when a beginning might be made
in the same spirit in the relaxation of the restrictions which the United
Kingdom has felt it necessary to impose on imvdorts from the dollar area,

On the basis of our study of the problem, of the facts presented to us
by the representatives of the United Kingdom and of the Internatlonal Monetary
Fund, we believe that that day has come,

Our study of the facts lead us to the conclusion that there are
certainly restricticns which are now no longer really effective nor necessary
because of changed circumstances of price and supply, We are convinced,
with respect to thcse which are now effective, that the degree of the current
gold and dollar surplus of the United Kingdom and thc prospects for the
future as they can be estimated, with due regard to the admitted serious
uncertainties in the picture, are such that a significant measure of
relaxation of restrictions against imports from the dollar area is now
feasible, We recognize that thc defensc programs mey become a highly important
factor bearing on the net dollar carnings of the United Kingdom and, of coursg,
that priority under today's circumstances must be given to defense con51dera-
tions, Caution in the degree and rate of relaxation is therefore Justlfled
Nevertheless, my Government is convinced that, with all due caution, it is
possible for the United Kingdom now to begin the progressive relaxaticn of
its restrictions ageinst imports from the dollar area,




