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CONTRACTINGPARTIES
Fifth Session

'WorKing Party "K" on Consultation under Article XII:4(b)

RESTRICTIONS BY CEYLON ON IMPORTS FROM THE DOLLARAREA

(Note by the Ceylon Delegation to be read in conjunction with the
Statement submitted by the United Kingdom concerrning the

Sterling Area)

Ceylon has normally a favourable balance of payments with the dollar area
but occasionally it has been in deficit in dollars. As a member of the sterling
area, Ceylon has contributed, in common with other members, its surplus dollar
earnings to the central reserves of thc group.

The following table sets out the balance of' payments between Ceylon and the
dollar area since 1947:-

Ceylon's balance of payments with the Dollar AIrea

1947 1948 1949
1st Qr. 2nd Qr. 3rd.Qr. 4th Qr.

$ million.

Imports
f.o.b. 49 23 5 5 9 5

Other 8 6 1 2 3

Exports
f.o.b. 55 64 14 10 9 12

Other - - 1 - - 1

Deficit 2 - - 3 -

Surplus - 35 9 3 - 8

It should be noted that the above cstimates, -which have been compiled fromdata
available in Ceylon, may not necessarily agrer with th the ostiirateos suppIlied by the
United Kingdom authorities as the coverage and the source of the data, differ in
ccrtain respects. Ceylon was deficit in dollars in 1947 when the balance of
payments with the dollar area was adverse by $ 2 million. But Ceylon had a
favourable balance of $ 35 million in 1948. The surplus of $ 9 million realised
in the first quarter of 1949 was at the quarterly rate of the previous yearl;
however, it declined to $3 million inthe second quarter. The agreement
reached by the Conference of Commonwealth Filnance Ministers held in London in
July 1949 to restrict imports from the dollar area during 1949/50 to 75 per cent
of the level in 1948 anticipated this recessive trend in the balance of payments.
The attached table compares dollar imports into Ceylon during 1949/50 with those
in 1948 and shows the extent to which they were affected byJ import restrictions
introduced after July 1949. As a comlbined result of the cuts on dollar imports
and of the revival of export prices after devaluation, the balance of payments
with the dollar area improved in the fourth quarter when a surplus of$8 million
was recorded.

With the establishment of the Central Bank of Ceylon, the Ceylon Govern-
ment's policy is to build its own independent gold and dollar reserve to
strengthen its currency, and partly because ofthis policy and partly because
of Ceylon's membership of the sterling area,Ceylon has continued to restrict
dollar importsalthough its balance of payments with the dollar area has been
favourable since devaluation.
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