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Restrictions 28 November 1955

 CONFIDENTIAL

EA S

NOTES ON THECON&JLTA’E‘IQ&S'WTH NEW ZEATAND UNDER ARTICLs XIV:l(g)

New Zealand Statement

1. 1In conducting this consultation the Working Party had before it a
background peper on the Néw Zealand economic situation and restrictive
system which had been prepared by the International Monetary Fund especially
for the OONI'RACTING PARTIES ae & part of its consultation with, them under
Article XV of the’ General Agreement, In addition, detailed factu.al data
concerning the system of New Zealand's restrictions had been supplied by
the New Zealand Government in its reply to the questionnaire relating to the
preparation of the Sixth annuel Report under Article XIVil(g).

2, In opening the’ discussion* " the New Zealand representative observed
that New Zealand's continued resort to discriminatory measures was not of
its own' choosing and ‘that the ‘policy was being liberalized as rapidly as
circumstances permitted. New Zcaland's overall balance of payments was in
an adverse position,: there being a substantial overall deficit as well as
the deficit with the dollar area, In spite of this, the New Zealand
Government had made:.notable efforts to move towards a liberal policy. A
substantial reduction in the discriminatory element of the import restrie-
tions had been made in the past year, through the following meeans:

" ' (a) continuation of thé more:liberal gttitude which had beemn
""" adopted sineé 1954 in licensing imports of . eaaential )
- 'plant and’ equipment and industrial raw mater:lals rrom '
" the dollar area- : _

e

(b) 'erbension of t.he World Exemption List so that more :I.t:enmf'_‘“i'1
were now cxempt from licensing requirement ‘whon imported -

from any source; a-mejor. increase had beon made' to that
list end it now included many importa.nt items- :

(e¢) .reduction of the list of "schoduled oount 1es." These .
countries now comprise mainly the dollar area and .Tapan. '

3. The New Zealand Government considered that it was moving away from
discrimination as fast as the sensitive and precarious bal_&nce-pf-peyments
position allowed, New Zealand was also conscious of its responsidbility in-
‘this matter as a member -of the sterling area..

- r' .i_

Spec/376/55



Spec/376/55
Page 2

Trade and Péﬁxﬁnt s Position

4, The New Zealand ropresentative referred to the statistics on merchandise
trade in the background papers preparcd by the Fund, which provided an
indication of the developments in New Zealand's trade with each of the mein
currency areas, The figures showed -

(a) that the United Kingdom continued to take the largest.
proportion of New Zealand's exports; in 1954 about &7
per cent of New Zealand's exports went to that country; -

(b) that the second most important merkets for New Zealand's.
exports were the OEEC countries, whose share in 1954 was
about 16 per eent of the total; exports to OEEC countries

'had grown continuously 1n recent years;

(e) ehiefly owing to reduced exports of wool to the United
States, the value of totel exports to the United States
and Canada had fallen substantially, New Zealand's export.
of wool to the United States in the past four years being:

W !Lﬂélliﬂa-
1951 19,9
1952 ! 16,3

. ‘1953 9.8
1954 6o4

These ﬁgures reflected a decline in United States wool imports generelly,
Anothcr faetor was that the market for.dairy products in the United States
was now virtually closed to New Zealand except for a limited amount of cheese,
Efforts had been made to promote the ssle of other Neéw Zealand exports to

thc United Statos, namely hides and skius , easein, ~erayfish and seeds, bJ.t
the prospects of an increase in the total returns remained slight.

5. On the import side, the New Zealand rep‘résentative'noted that a substantial
increase was shown in 1954 and that this hed: continted to 1955. While the
general pattern of imports from different sources remained substentially
unchanged there had béen an increase in the proportion of imports from the
United States and Canada, from 8.8 per cent in 1953 to 10.2 per cont in 1954,
This increase in imports both absolutely and relatively from the United

States and Canada should be taken note of against the declining New Zealand
exports to those oou.ntries.

6 The overall balance of Apa'yments of New Zcaland ehanged from & surplus of
L25,2 million in 1953~54 to a deficit of %42 million in 1954-55, end tremsactions
with the United States and Canada had resulted in a dollar defieit of &13.7
million in 1954-55, compared to a deficit of only %4,3 million in the previous
year,
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7. 4 member of the working Party, referring to the statistics in the Fund
paper which showed a sharp drop in imports frow dollar sources between 1952
and 1953 and a continued low level of imports in 1954, -wished to know the
causes of the decline and the prospects for the current year, The New Zealand
representative explained that the fall in imports in 1953 was largely due to
the measures which were introduced in 1952 when the balance-of-payments
pusition began to deteriorate, and which became fully effective in 1953,

In 1954, when measures of liberalization were taken, dollar payments began to
rise, and in fact import payments to the dollar area in the year ending June
1955 had risen to uore than 30 m compared ith $20 m in the previous year,

8. The Working Party discussed with the New Zealand representative the effects
of borrowings from abroad on the country'!s balance of payments with various
currency areas, The hew Zealand representative stated that the borrowings
from abroad had not bevn directly. related to the balance-of-payments position.
Their purpose had been to.assist capital developuent projects, many of which
required a substantial import of capital goods. The pressure on the balance
of payments arising from ucvelopment programmes was certalnly partly relleved
by the capltal inflow, .

Level snd riovement of Reserves

9, The représentative of New Zealand stated that as a result of thes overall
deficit position icseribed above, the external reserves of New Zealand
declined from £139 m tdé some £103 m in the twelve months ending June 1955,
Seasonal factors were expected to cause a further iecline in the second half
of the year 1955, New Zealund's external reserves were held virtually all
in sterling and the country isaintained no reserves in dollars or other non-
sterling currencics separately from the reserves of the sterling area as a
WhOle .

General Observations on the Need for Discrimination

10, The New Zealand representative stated that the provision of the agreeasent
under which the discrimination was aposlied was paragraph 1(c) of Art.cle xIV,

The reason for continued resort to discrimination was apparent from New Zealand's
trade and pajments position vis-3-vis the dollar area and from New Zealand's
membership of the sterling area whereby New Zealand shared the responsibility
for action which woulu safeguard the collective balance of payments of the
sterling area,

11, 1In answer to questions, the representative of Mew Zealand further
explained that surplusecs earncd by New Zealand in its transactions with some
non-sterling countries hclped to offsct its ceficit with the sterling area,
but such surpluses, inclucinz those with the 0iL:C countries, could not be
used to finance imports fro.. the dollar area beczuse the currenciss received
were not fresly convertible into dollars, Jayments for New Zealand exports
to OELEC countries were made through £PU on sterling account,
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System and Method of Discriminatory Restrictions

12, The representative of New Zealand referred to the written data supplied
by his Government ona the Fund, which provided a cetailed description of the
system and metho: of restriction in New Zealand, Under that system most :
imports were admitted free from licensing requirements from 21l countries
except those listed as "Scheduled Countries", which at present comprised -
mainly the dollar area anc Japan,  ixcept for those items which were on the
world Exemption List, all imports from Scheduled Countries required licences,
Discrimination therefore occurred in respect of these Seheduled Countries.,,
The list of Seheduled Countries was reduced in July 1955 by the removal of
eleven countries (none of which, however, was a contracting party to the
General Agreement).

13. The representative of Japan nentionzd to the working Farty that despite
the fact that payncnts between Japan and hew Zealand were nade in sterling,

Japan was still included as a Scheduled Country, The Japanese representative.

expressed the wish of having an opportunity of discussing with New Zealand
the possibility of modifying that situation, as the General igreement was
not being applied between thé two countries, the Japanese representative was
aware that such discussion might have to take place outside the meetings of
the CONTRACTING fiRTIES. The New Zealand representative replied that dis~
cussions had taken place from time to time between his Government and the
Japanese Government, and that these could be pursued as appropriate,

He added that sincc the world Zxemption List applleu to 1mports from Japan,
discrimination in rospcct of that country had been reduced, ‘

14, As revards changes in the past year, ths Lew Zealand representative
stated that the @main relaxation of discrimination hac taken place in the form
of increasing the range of zoois subject to global exemption. During the
1955 licensing period the rnumber of items thus released from all import
regulations had increased from 95 to 153, inclucing many items which were
important in lew Zealand's import trade. The policy, adopted in April 1954,
to accord more libersl treatient to apglications for licences for essential
plant and equipment and industrial material from the dollar area has been
continued in 1955 and in some cases liccnces were being issued viptually
without restriction. . The adoption of these policies had been responsible
for the substantial increase in iuports from th@.dollar area in 1955,

15, In discussing the rslationship betwecn these measures and New Zealand's
general commercial policy, the lew Zecaland representative stated that the
reduction in discrimination in the application of its import restrictions
was in line with-the Governuent's lons-term policy of moving away from dis—

crimination as soon.as circumstances permitted. Thé liberalization of dollar’

imports in the past year had a2lso taken place at 2n appropriste time in
relation to current economic coniitions of New Zealand,

16, 1In discussing the factors which were taken into account in determining the

discriminatory clement in licensing policy, the wew Zealand representative




Spec/376/55
. Page 5

observed that price was not the imnjor consideration in Jdetermining diserimira-
tion policy, tlore important considerations includea the essentiality of the
goods-in -question anc thc availability of supplies from other sources,

However, ‘the price factor was not ignored, especially since the price of
imported goods was an important element in New Zéaland's internal cost structure.

17. On the question of discrimination between non-dollar imports, the liew
Zealand représcntative noted that no distinction was drawn 4in the applieation
of import restrictions between the United Kingdom and other members of the :iPU,
and when licenees were granted or exemptions made for imports from non- -
scheduled countries they applied to imports from =1l the countries within
that category,  Sowe items remained uncer licence when imparbed from non-
scheduled countries, but this treatment was applied to imports from all such
countries without Jistinction, No bilateral agrsements were entered into by
New Zealand, In this connexion, the New Zealand representative remarked
that the operation of bilateral agreements between other countries often
hindered New Zealand's exports to thoss countries, and that this was a matter
of concern for the New Zcaland Government .

wffects of the Discriminatory hestrictions

18, The New Zealand representative stated that the effects of diserimination
had been reduced during the past jear by the measures described above,

New Zealand did not operate a token import scheme but the system had enough
administrative flexibility to avoid any serious daiage to the commercial or
economic interests of other contracting parties when cases were brought to
notice, In some cases where goods from the dollar area were prevented from
entering New Zezland, it was oftsn open to the exporters concerned to main-
tain their interests in the New Zealand market by investing in subsidiary
companies to procuce siuilar goods locally., Juring the past year, the

New Zealand Governmcnt hal taken a number of steps to encourage such invest—
ment including more liberal provision for the repatriation of capital and the
reuittance of profits to the dollar area. s for the protective effects of
the restrictions, the hew Zealand representative observed that as imports from
non-scheduled countries were zenerally freely adimitted, the discriminatory
margin in the restrictions could have but little protective effect on local
production, 4ilthough it might be contended that the possible exclu8ion of
goods from a cheaper source coull have some protcctive effect on domestic
production, any sueh effect would be overshalowed by the general policy
pursued by the governmcnt in consistently moving away from discriminatory
restrictions as fast as circumstances permitted,

Prospects for the Elimination of the Bestrictions

19, Questions were asked by members of the ‘orking Party concerning the
substitution of tariff protection for quantitative restrietions, The New
Ze2zland representative repliec that while there were meny aspeets of the
tariff review, these were guestions of a complex nature and involved internal
and other policies which seemed to be beyond the scope of the present
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consultation, The competent bocdy dealing with these problems, namely, the
New Zealand Board of Trace, which had en advisofy.capacity both on.tariff
questions and on import licensing mattzrs, was fully aware of the problems
concerning discrimination and its effects, - Consequently, questions of
discrimination and its various effects were certainly taken into account

by the New Zealand Government in the formulation of the zeneral commercial
policy of the country,

20, 'In concluding the discussion, the Lew Zealand representative reaffirmed
that his Government had taken major steps in the reduction of discrimination
during the past year., Further progress would, however, depend not only on
New Zealand'!'s own position but on much wider considerations such as develop~
ments in the collective approaeh to eonvertibility.

.



