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RESTRICTIONS BY AUSTRALIA ON T.POETS
FROM THE DOLLAR AREA

(To te read in conjunction with the submission
ty the United Kingdom Government describing
the deterieration in the Sterling Area do¢lar
position prior to July, 1949).

1. " The reccmmendatlons of the Conference of Br tish Commenweslti
Finance liinisters held in July 1949 were formally approved by the hAustralian
Gevernient on 20th August, 1949.

2. . As a Pirst step towasrds implementing the reccmmendations rclating
te dollar import expendltures, the previocusly approved dellar impert liccnsing
budget, which cevered all dollar‘'gcods otner than petroleum products, was
carefully reviewed and cut to the lowest figurc practicable without r;pullating
couimitments already cntercd into and without reducing the ratc of ‘issue of
doliar import licences so stecply as to causc disruption of Australian industries

3 . In announcing thesc decisiens in his Budget Speech on 7th Scptember,
1942 (the relevant eéxtracts from which arc attached as Annex 4), the Australion
Treasurer said that although the full cut in dollar mqport expenditure couwid nci
be achieved immediately, the issue of' dellar import licences would be tapered off
in ‘ensuing months so as to reducc the level of liperts of geods included in the
dollar vudget to not mcre than 755 by value of the 1948 level as socn as possziblc.

L He announced, at the saime time, that the Government nad alsc decided
to explore the possibility of sccuring additicnal dollar finance cutside the
resources wnich were counted upon in the review of the Sterling Arca dollar
position wade Adring the July 1945 Finance .linisters' Confercnce.
5. ' In October, 1949, thne¢ Australian Gevernuwent arranged o draving of
$20. Troa the International ..onctary Fund. in extract froa the statewxnt ade
by the Australian Prime .iinister in the house of Ropresentatives on 20tii Cetober,
l%&,mmmmdn‘w¢<wdumjﬂoxtutmwzmduuﬁdnmglhsm¢Mmmﬁuototm
recouendations of the July 1949 Conference is attached as dnnex E,

6. . L furtner stateiwnt attacned as .omex C ruproduccs the toble cen-
taining estiuetes of Austraiia's raloance of payuents with the Dollar Arca viuich
has becn suppiicd to the International .ionctary Fund in connecction with the
consuitation with the Contracting Partics, A footnote to the table gives tiac
f.o.b. value of iaports into Australia fro. the Dollar Aren in the first and
sceond quartcrs of 1550,

7. 1u1:)@ortant point to b¢ borne in nind in considering tne level of
hustralia's dluports fro. the Dollor Area since July 1549 is that, apart froa any
decisions to reduce the rote of issue of import licences, the flow of dellicr i~
ports would -in any case heve been affected by

(a) the price cnanges resulting fron the Supt»mbbr
gxchange rate movcmcnts; and

(v) the inercasing availability of cssential goods
frou Lustralian production, the Uaited Kinpdo:.
and scft currency sourcces of supply.
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EXTRACT FROM 1949/50 BUDGET SPEECH BY THE LUSTRALILN
TREASURER IN HOUSE OF REPRESENT..TIVES ON 7th SEPTEBER,
1949

B e PN

Under the (uzrshall) Plan.y lugble orogruss RS Been made by the
countries concerned and this could be expected to continue. But special
difficulties have arisen. ilthough they have more goods to export,
participating countriess have not been eble.to sell as much as they had
hoped, either dirsct to the dollor arca or to aeuntries which can pay in
dollars. The position has becn worsened by the business recession in
the United States, which has made selling there more difficult, and in
varbticulzr by smaller earnings firom sales of raw materials, such as
wool, cocoa, rubber and'un from which dollars. arc norﬂally obtained. .

The United Kingdom, which h=s lui the way in poste-war recovcry and
has herself given substantial 2id to countries in Furope and elsewhere,
has felt the full impact of thcse dCVulOPﬂ“ntS so that, despite great
progress in her overall trade position, her dollar 0051t10n in the post
few months has seriocusly detcriorated. Both the velueund the volume
of her sales to dollar countrics have fallen end so too have scles of
certain raw materials from the Colonies which ore on important source
of carnings for the dollzr pool. -

When these adverse chenges had become apparent, the Prime Hinister
of the United Kingdom, kir. sttlee, invited Ministers from the Sterling
area countries of the British Comsonwealth and from Canada, to attend a
Confercnce in London in July ot which the position would be reviewed.
Follow1ng this invitsztion but beiore the Corference, there were discussions
in which United Kingdom ond Cancdicon ilinisters and . the Secretary to the
United States Treasury, sr. Snyder. had a nart.

at the London Conferunce, where wustralis was representced by the
Minister for Defence =nd Post~iar Roconstruction, ilr. L,J. Dedman,
longéterm aspcets of the problem v.cre considercd and agreement was reached
25 to major objectives which should be pursucd., In particular, it was
thought that the central aim of 2ll countrics should be the achievement of
2 pattern of world trode in which the dollar and non-dollar countries should
be able to overate within a singls multiliteral system, and that the
strength and stability of sterling 2s 2n international currency should
be 2 major goal.

The Conferencc 2lso considerwd the imaediate problem of stopping thc
drain on the gold and dollor resur-ves of the United Kingdom which are
the central reserves for the whole sterling area. The United Kingdom
Government had orleously cnnounced its intention to cut expenditurc on
dollar imports in 1949-50 by 25 per ccnt. as comprred with the 1948
level. Representatives of the other sterling ares countries agréed to
rccormend to their respective Goverraents astion designed to achicve
comparable results,
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The Government has decided to adopt the recommendations. of the
London Conference,;nd, 2s-already announced, has reduced allocations
of licences in the Septcmbor quarter: for imports of goods from. the - -
dollor areas :The..2im is -to- reduce aollar experditure on imports to
75 pe’ cent. of the 1948 level as-guickly as pos51blee This means that
there will have to be a substantisl reduction in dollar expenditure by
Govermment Departinents as well as cuis .in practically all the major
.categories of commcrélgl dollar imports. Dollar imports were already .
severely restricted in 1948. The reductions in the Septembcr quarter
“were thé largest which could be qppllga immediately wlthout causing
. severe disruption in sustralion 1ndustrlcsq

But the full 25 per cent. saving in dollar import expenditurec

will not be possible of achicvement in 1949-50 Tecause of the commit-
ment rbpresonted by outstanding licences. Justrslia must play its full
part in avoiding a further drain on the limited gold and dollar reserves
of the Unitéd Kingdom and the Goverrment is ¢xamining the possibilitics
of borrowing as o means to provide additional dollars. The Government
recognises ‘that this course may »rescnt difficulties. Generally, it has
~-been adverse o 1ncrea51ng the long-verm dollzr comaitments of -wstraliz..
There are vorious poss1ble sources of dollar borrowing, and the matter
will - be decided in the light of 21l the circ.mstances.
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AUSTRALTA'S DRAWING ON INTERNATIONAL MONETATY '"UND

Extract from Statement by Prime Minister in House of Rep&esentatives
.on 20th October, 1949,

When Marshall Aid began in 1948, the gold and decllar reserves of the
United Kingdom which are also the central reserves cf the sterling area as a
whole were $2,000,000,000, It was the declared objective of the United Kingdom
Government to ralrtaln reserves at about that level throughout the Marshall Aid
pericd, = Hewever, during the June quarter of this year, there was a sharp in-
creasec 'in the sterling area dollar deficits, By the 30th June, the reserves had
fallen tc about 81,650,000,000,

t was this development waich lud to the culllng of the conferenocs of
British Commenwealth finance ministers in London in July, This conference dis-
cussed the longer-term measurss, which would be needed to correct the balance in
trade and payments between the 'sterling arcea and the dollar aresa, The delegates
of all countries represented rccognised, however, that in the short-term the only
means of checking the drain cn rescrves was to cut sterling area dollar cxpen=i.
diturs to 2 lcvel which could be financed from the dollar receipts currently
available, The statistical survey made at the confcorence indicated that in 194L3-
50 the dollars curr cntly aveilable for the purchasc of 1mports would not be suf'-
ficient to tuy more then 755 by value of ‘ths goods bought from the dollar arca in
the calerndar ysar 19L8 "The United Kingdom Govermment announced its decision to
cut dollar imocrts into the United Klngdom in 18949-50 to 75 per cent of the 1948
level, and the revresentatives of other sterling area countries agreed tc re-
commend to their r“S-eCthu governments that action be taken to achieve
comrarable results,

Yhen introducing the budget on the 7th September, I informed Honourable Mem-
bers that, in view of “the extreme gravity of the position, the Government had ac-
cepted thut recommendation., It was also accepted by zll the other sterling coun-
tries of the British Commonwealth, However, as I alsc explained in the budwbt
speach, 2 full 25 ner cent saving in expenditure on dellar imports into Austrulla
will nect bve po°s1b1e of achievement in 1943-50 because of the commitment represen-
ted by cutstanding licences. To have attempted to achieve so steep a reduction
during ths remaining months would have involved severe disruption to Australian
industries, Given 2 somevhat longer period in which to make the necessary adjus$-
ments, however, it is considersd that it will be practicable to reduce the ratc of
expenditure on dollar import to 75 5 of the 1948 level without serious damage to

our sconomy, rarticularly as = result of the increasing availability of ruppllua
from the United Xingdom o2nd other non=dollar sources.

ther British Commonwealth countrics ars, of course, confronted with some-

what similar difficuliies, and it was agreed that any country which wished to do so
could seek a dollar loan &3 an thcrnntlve to applying the full cut of 25 7 in
dollar import expenditure in 1349-50, Accordingly, the Govermment decided to ex-
plore the possiblility of obtaining ~dditional dollars from scme source walch would
reduce our call on th: gold znd dollar resources of the United Kingdom, Various
possibilities were considored, %w-thc Government finally decided that, in all the
circumstaneces, ths most approvrizate course would be to purchase from the Interna=-
tional Monetary #mnd the dOllare required to mect a proportion of our current com=
mitments. The Fund has agreed to on initial drawing by Australia of 20,000,000
vhich will be made availzble lumedictely to mect comnltmentg falling duc, Tho
‘precise ocmount of additicnal dellar finance, vhich will be needed during the cure
rent financial year, vill depend on the resulta which are actually achieved in
limiting expenditure on dollar imports during the remaining months of the year,

The position will te kept under clese review hy the Government and the question

of further drawings will be considered as necesstry,
; I emphasize that the purchase of dollors from the Fund will do no more than
enable us to mect commitments arising from the present restricted dollar import
programme, Although it is proper to smploy the dollars drawn from the Fund to pro=-
vide témporary assistance while we are ndjusting ourselves to greater dollar econo-
mies, we cannot regard them as perwitting the purchase of additional dollar goods
beyond those alreedy provided in our present proyramme,
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LINNEX C
LUSTRALLA'S BALANCE OF BAT.EWTS WITH
THY DOLLAR LRoA
U.S. ¥ =iiilions
1947 1948 _ 1949

I I IIT IV  Tctel
Tuports f.o.b. % 289 182 55 50 52 40 197
Other Payments 116% 95 18§ 22 L2 2 106
Exports f.o.b. 135 152 35 30 22 39 126
Othur Receipts 52 31 19 8 9 9 45
Deficit 218 93 19 3L 63 i6 132
Gold Saies to U.K. 27% 32 8 7 9 8 32
L.« Fy Drawings - - - - - 20 20

g

1950 Imports f.o.b., have been as follows: -~
ist Quarter - ®39 niliion

2nd Quarter - gL2 willion

X Includes ¢i2m. gold shipped to United
Kingdoia to mect 1l..é.F. and I.E.R.D.

obiigations



