
GENERAL AGREEMENT O N 
TARIFFS AND TRADE 

BALANCE-0F-PAYMENT3 CONSULTATIONS, JULY 1966 
OPENINO STATEMENT BY NEW ZEALAND 

When New Zealand last consulted with this Committee, in Ootober of last 
year, an adverse change was reported in our balance of payments. Since that 
time, the position has further deteriorated. 

Strong pressure on available resources characterized our economy during the 
past year. Rising domestic expenditure with the consequent increase in. demand 
resulted in a rising level of imports, and a large ourrent deficit on external 
account. Despite substantial external borrowing, the net overseas assets of 
New Zealand's banking system at the end of March 1966 amounted to £58 million, 
nearly £20 million lower than the previous year. 

Favourable features of New Zealand's economy were the rise in production 
and the high rate of investment expenditure in export industries. However, the 
full benefits of the large-scale investment which had occurred in the past three 
years will not be reflected in the short term in an improved balance-of-payments 
position. 

Overseas exchange transactions 

Following marked increases in 1964 and 1965, export receipts have tended 
to level off while import payments in the year to March 1966 rose 14 per cent 
compared with the 3 per cent increase the previous year. 

This caused a very substantial reduction in the trade balance from 
£56 million to £16 million. The deficit on invisible transactions was 
again higher than in the previous year increasing by £7 million to £75 million. 
Increases in expenditure on freight, transport, insurance and travel, as well 
as the remittance of investment income, are largely responsible for this 
growing deficit on invisibles and in spite of efforts to swell receipts from 
these items, such as the promotion of tourism, the rate of increase of the 
deficit is not expected to lessen appreciably. 
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As à result of the deterioration in the trade balance and the increase, in 
the "invisibles" deficit the overall current account showed a deficit of 
£59 million compared with a deficit of £12 million the previous year.' 

The deficit was fincnced by external borrowing - from the United Kingdom, 
the United States and the World Bank - by drawing on overseas reserves and by 
exercising drawing rights on the International Monetary Fund. In I965/66 
loans raised overseas totalled £28 million, £19 million of which was used to 
repay maturing loans. In addition, New Zealand made its first drawing from 
the IMF of £25 million as a short-term measure to meet the decline in overseas 
reserves. The alternative to this would have been to cut essential imports 
and disrupt the implementation of plans for increasing production. 

It is of serious concern to note that at the beginning of June this year, 
the usual seasonal high point for the overseas exchange reserves, these reser
ves stood at £62 million (including the IMF drawing) which is £19 million lower 
than at the same time last ^ear and £38 million lower than in 1964. With the 
prospect of the seasonal heavy end-of-year importing still ehead, furthar 
externe1 borrowing will be needed to prevent an undue drain on the reserves. 

As explained in the basic document, New Zealand is, however, finding it 
increasingly-difficult to raise finance overseas. The lower level of importing 
provided for in the I966/67 Import Licensing Schedule was, therefore, essential 

Export prospects 

As regards the outcome for the June year 1966/67* on present estimates, 
export receipts are expected to rise by about 4 per cent. This estimate must 
be regarded as subject to a wide margin of error because of the difficulty in 
making reliable forecasts of future price trends for our principal exporb 
products. 

New Zealand wool production is expected to rise by 6 per cent for the 
second consecutive year, and it is estimated that there will be a corres^ 
ponding increase in receipts for wool exports. World demand for wool in 
I966 appears reasonably strong and we expect prices to remain firm at about 
current levels. 
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Meat production for export in the first six months of the current season 
(October to April) declined by 11 per cent compared with the same period in 
the previous year, a consequence of the continuing expansion of herds which is 
part of our agricultural development policy. In the 1966/67 season, export 
production is expected to increase by about 10 per cent. We expect lamb prices 
to fall, mutton prices to remain firm and beef prices to rise. On balance, it 
is expected that our total meat export receipts will grow only slightly 
(about 1 per cent) over the remainder of the current season and during the 
1966/67 season. 

Since the beginning of last year, the price of New Zealand butter on the 
London market has fallen by £50 per ton, standing now at £300 per ton. In view 
of the high level of stocks in the United Kingdom, the expected level of 
domestic production and the total authorizations for imports, there seems to be 
little prospect of any marked improvement during 1966/67 in thé present level 
of butter prices. Cheese export production is expected to increase by 4 per cent 
to 100,000 tons in 1966/67 and export prices are likely to remain firm. 

Increasingly successful efforts are being made to diversify our export 
markets but access for our major products continues to be hindered by 
protectionist agricultural policies. New Zealand, like other trading nations, 
has placed considerable hopes on the Kennedy Bound but unfortunately progress 
in respect of agricultural products has been most disappointing. 

Internal policies 

New Zealand's reserves are running down to a dangerously low level. 
Appropriate measures have been taken to restrain consumer and development 
demand. These include - restraint on bank overdrafts and lending by other 
financial institutions, building programming, a savings campaign, hire purchase 
restraints, internal borrowing and the repayment of Reserve Bank advances and 
the limiting of Government's own expenditure. 

Further measures annoimced in the recent Budget were the suspension of 
the 10 per cent taxation investment allowance, extension of control over capital 
issues to borrowing in New Zealand by rubsidiaries and branches of overseas 
companies, and tightened exchange control regulations. At the same time, in 
harmony with this action, it was necessary to put some measure of restraint on 
the level of importing. 
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Import licensing system 

A detailed explanation of the current import licensing schedule and the 
recent changes made to it is contained in the basic documents which members of 
the Committee have received. 

The New Zealand Government's stated policy is to move stoadily towards a 
relaxation of import licensing, and in the process to provide more flexibility 
and freedom within the system. We have already mado considerable progress 
towards this objective. Over one third in value of New Zealand's private 
imports are now exempt from import licensing, and much more flexibility has 
been introduced, for example, in the industry group, in aggregation schemes, 
and decentralization. 

The effect'of the extensive liberalization in the 1965/66 Licensing 
Schedule is shown by the value of private imports exempt from licensing which 
in the ten months to April 1966 totalled £107 million compared with £48 million 
in the same ten months in 1964/65. 

Hie advances already made in import liberalization have been retained as 
far as possible in the new schedule. 

Conclusion 

The past year has been marked by substantial increases in investment and 
production and by high levels of activity throughout the New Zealand economy. 
Expansion has been particularly notable in the agricultural sector and should 
be reflected in a growing volume of exports in future years. Overall, however, 
the level of internal expenditure exerted excessive pressure on available 
resources and required the introduction of additional measures to reduce 
liquidity, domestic expenditure, and the demand for imports. 

The New Zealand Government fully recognizes that economic development, 
employment and living standards are all dependent on a continued flow of 
imports. Accordingly, New Zealand will continue to import goods and services 
up to the full limit permitted by our overseas exchange resources. 
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TABLES 

C 

(Mai*ch years) 

Exports 

Imports: 
Government 
Private 

Trade balance 

Trade Account 

1963 

325.4 

24.5 
236.3 

260.8 

la6! 

365.2 

27.3 
286.5 

313.8 

+64.6 +51.4 

Deficit on Current Account Invisibles 

v_ 

March years 

1962 

1963 
1964 
1965 
1966 

March years 

1962 
1963 
1964 
1965 
1966 

Net deficit 
on invisibles 

-51.4 
-57.4 
-59.2 
-68.0 
-74.6 

Balance on Current Account 

Surplus 

7.2 

1961 
1962 
1963 
1964 

1965 

Overseas Reserves of the Banking System 

June 

62.0 
72.4 

95.7 
101.0 
80.4 

£ 

1265. 

384.5 

32.6 

295.9 

328.5 

+55.8 

£ 

£ 

1 £ 

(million) 

1966 

387.1 

36.3 
334.9 

371,2 

+15.9 

(million) 

Annual 
Increase 

• 4.6 
6.0 

1.8 
8.8 
6.6 

(million) 

Deficit 

23.6 

7.9 
12.2 
58.8 

(million) 

December 

49.1 
61.6 
60.4 
63.9 
51.3 


