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REORT OF THE COMMITTEE ON BALANCE-OF-PAYMENTS RESTRICTIONS

O EXTENSTON OF THE URUGUAYAN WAIVER ON IMPORT SURCHARGES

1. ' The Committee, in the course of its consultation with Uruguay under

Article XVIII:12(b), reported upon in document BOR/R/45, also examined the
Uruguayan request for a further extension of the waiver of 8 May 1961 relating to
Uruguay's import surcharges. This report should be read in conjunction with that

document.

2. . The Committee noted that the waiver had originally been granted by a Decision
of 8 May 1961 and had been successively renewed by Decisions of 20 July 1963,

31 January 1964, 23 March 1965, 14 September 1965 and 26 July 1968 until the end
of the last regular session of the CONTRACTING PARTIES in 1969. At their
twenty-sixth session, the CONTRACTING PARTIES, in response to a request by Uruguay
for a further extension and on the recommendation of the Council, decided on

20 February 1970 that the Government of Uruguay be authorized to maintain the
surcharges then applied by it until 1 August 1970 (L/3357). The CONTRACTING
PARTIES considered at the same time that a careful and detailed examination of the
surcharges and of the balance-of-payments reasons for their meintenance was
essential, which could most advantageously be carried out in conjunction with
Uruguay's consultations under fArticle XVIII:12(b) in 197C.

3. At the meeting of the Committee on 18 June 1970, the representative of Uruguay
reiterated the necessity for his Govermment to continue maintaining, for a limited
period of time, the import surcharges to take carc of the transitional period while
a comprehensive review of the import régime was being carried out and while a
stringent stabilization plan was being implcemented with a view to reducing
inflationary pressurcs and redressing the balance-of-payments disequilibrium (sec
statement in Annex II). The Cormittce also noted the written communication which
the Uruguayan authorities had submitted 2 February 197C arl which had formed the
basis of the CONTRACTING PARTIES' action at the twenty-sixth session (L/3345).

4+«  In the context of an Articlec XV consultation betwcen the CONTRACTING PLRTIES
and the International Monetary Fund the Fund advised that "in regard to the import
surcharges, the Fund expccts that the balance-of-payments and fiscal needs for
import surcharges of thc magnitudes presently maintained will be considcrably
diminished as the policies framed by the Uruglt ran authorities prove successful’.

5. In discussing the Uruguayan request, members of the Cormitteec recalled various
points which had been raised in previous discussions of the waiver, in particular
the excmption from the import surcharge for goods transported to Uruguay in Uruguayan
bottoms which, in the view of some contracting parties, was contrary to tho terms of
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the waiver and prejudicial to their economic intercst. Some members pointed out”
that this dlsposltlcn was economically unsound as the rcsultant diversion from the
cheapest means of transport meant hig .er prices and an additional burden on the
balance of payments. Incsmuch as Uruguayan ships were not availeblce on all sea
lanes, certain supplying countrics might find thomselves at a disadvantage for
having to_use non-Urugutyan ships and thus having to bear the additional incidence
of the surchﬂrge. Some menbers redalled that-they-had been-unable to support the
extension of thé waiver in the past on account of this discriminatory clement in
the surcharges legislation., They still held the view that this element ought to

be raduccd or eliminated.

6. The reprcsentative of Uruguay reaffirmed his Government's consistent position
that the practicc involved no contradiction with Uruguay's obligations under the
Gencreal Agrecnent which, indcied, had nothing to do with shipping. Uruguay was
nerely exercising its logltluate right to promote the development of a particular
branch of the cconomy, and its right as a developing country to protect its shipping
industry had been reccognizcd, inter alia, by the Shipping Committec of UNCTAD. .In
support of thc Uruguay contention, a member of the Committee pointed out that in the
GATT context, in so far as oxporting countries to the Urucu"yan markct enjoyed equal
treatment, thyre could be no question of "discrimination™ in terms of Article I or

Article XIII of the Agrooment.,

7. In responsc to the criticisms regarding the possible discriminatory effects
arisin~ from thc lack of Uruguaynn shipping on particular routes, the Uruguayan
represenvitive thought that the point had, to a large cxtent, becn taken care of
in the relevant legislation, the present situstion of which he described os follows:

(a) With a view to improving the legal provisions undcr which, since 1963, goods
carried in ships flying the Uruguayan flag had becn exempt from surcharges,
the Exccutive promulgnted a Decree (Wo. 539/69) on 30 October 1969 under
which all imports carricd by sca, river or lake nust cnter the country in
ships flying the nationzl flag ( xticlc 1). Where therc is no national ship
in *the traffic or wherc such a ship has nc availablc cargo space, goods may
enter the country in other ships subject to =2n additionzl surcharge of
5 -per cent (irticle 2). If they enter thc country in o foreign ship when a
Uruguayan ship has available spdce, the additional surcharge will be at the
rate of 10 per cent (4rticle 3). Articles 5~6 of the Decrcc provide for
releases from the above provisions in specificd cases, viz:

(1) whcrc ~greconents or conventions exist with tho countries of orlgln of
-the goods, in the percentoges indicated therein;

(ii) where national ships pﬁrtIClpﬂtp in Linecs Conferences, in which casc
foreign ships belonging to the Confecronce are also eligible to carry

-~

imports 2s if they were ships bel.n:siv:s 4o Urucw:oy tings,
(iii) where the imports arc covered by provisions of diplomatic law;

(iv) where duly ratified treatices of international law are in cxistence.
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(b) On 13 November 1969, it was announced that opsration of the sbove-mentioned
Decree (No. 539/69) wes suspended until 4 December 1969 because of the need
to analyze the effects of the Dccree on +no scctors affected by its

provisions.

(¢) By Decree 290/970 of 18 June 1970, the provisions of Articles 1 and 4 under
(a) of the Decree of 13 June 1963, as modified, were reintroduced with
retroactive effect from 13 November 1969; tnus the 10 per cent surcharge
on imports transported in foreign ships was restored; and

(d) By Decreec 311/970 of 30 June 1970, the exemption from surcharges previously
applicable to ships belonging to netional lines was cxtended to ships
belonging to foreign shipping lines participating in Line Conferences in
which Uruguay tock part.

In reply to questions, the representative of Uruguoy seid that the retroactive
effect of the Decrec of 18 June 1970 could involve the refunding of surcharges
levied since 13 November 1969 on goods imported on ships flying Uruguayan
flags, and that the extension of the exerption on 30 June 1970 would not apply
to imports transported on ships other then those belenging to the Conference
Lines as deseribed in (d) above. :

8. Some menmbers of the Committee referred to the fact that exemption from the
surcharges also extended to imperts of LAFTA origin, and stated that this
differential treatment for imports from different sources could not be justified
on balance-of-paynents grounds, on which the waiver had been granted. In fact
the waiver of 1961 specifically required that the surcharges be levied in =a
nanner consistent with the provisions of Article I of the Gencral Agreement.
This obligation should take precedence over any cbligaticns that Uruguay might
assume in any regional context.

9. In response to questions, the Uruguayan representotive stated that the
increase in the rcvenue derived from the surtax from Uré4.l billion in 1969 to
Ur%5 billion in 1970 reflected an inecrease in imports subject to the surcharges
and that therc was no change in the ratcs. As regards the rotes of the sur-
charges, the Decision of 8 May 1961 containcd an cnnex specifying; the maxiium
rates that might be applied under the waiver. The waiver, however, had been
enended by a Decision of 14 December 1965 which authorized the mointensnce of
the surcharges as uedified by the Uruguayan Decrec of 24 Novenber 1964 which,
camong other things, provided for higher rates for the surchargos (L/2352). it
present the rates ranged from 10 to 300 per cent c.i.f., the hizhest rate being
applicable only to a very fow items. There had been no change in the rates
since the last consultation in 1968.

10. In reply to enguiries tha Urugunynn representative coniirned that the
special import tax, which had been incressed from 15 to 18 per cent »d veloren
by & Decrce nf 21 December 1967, was in fact not and would not be levied on
imports from any GATT country, and conscquently could be regerded as of no
concern to the CONTRACTING PARTIES.
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1l. Members of the Committee requested information on the methods and criteria
used in fixing the aforos and on any changes in the aforo system or rates since
the adoption of the Decision of 25 March 1965. They pointed out that available
records did neot indicate clearly the status cf the changes described in
docunent L/2879 of 31 October 1967 in rclation to Uruguay's GATT obligations.
The represcntative of Uruguay undertook to supply details on these points at a
later tinmc,

12. For the various reasons adduced in the coursc of the Article XVIII:12(b)
consultation (BOP/R/45) =nd in the light of the statement of the International
Monetary Fund quoted in parogreph 4 above, the Committee considered that the
Uruguayen CGovernment should be urged to begin the process of removing the sur-
charges but that the CONTRACTING PARTIES might justifiably agree to a further
extension of the waiver for a limited period. The attached draft decision
extending the waiver until mid-1971 subject to the terms and conditions stated
therein was prescnted to the Cormittee and is prescnted hercwith to the Council
for consideration. '
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Draft Decision

Considering that the CONTRACTING PARTIES, by Decision of 8 May 1961 waived,
subject to specified terms and conditions, tho provisions of paragraph 1 of
Article II of the General Agreement to the cxtent necessary to allow the Govern-
ment of Uruguay to apply the inport surcharges provided for in its Decree of
29 September 1960, as a temporary measurc, taken as part of and in conjunction
with its stabilization and development prograrme, to thosc items specified in
Schedule XXXI enumerated in the tablc annexced to that Decision on the understanding
that the surcharges be lovied in a manncr consistent with the provisions of
Article I of thc General Agrecment;

Considering that the above-mentioned Decision was successively extended by
Decisions of 20 July 1963, 31 January 1964, and 18 March 1964; cxtended and
amendod by Decision of 23 March 1965 and further cxtended by Decisions of

14 Deccmber 1965, 17 November 1967, 20 July 1968 and 20 February 1970 until

1 fugust 1970;

Considering thet the Govermment of Uruguay hos roquosted o Zwither oxtonsion
of the cbove-mentioned D90151on on the grounds of continuing balunCp-of—p"ympnts

difficultiocs;

Having carricd out a carcful and detailed exomination of the surcharges
applied by Uruguay for balancc-of-paymonts reasons in conjunction with Urugudy's
‘consultation with the CONTRACTING PARTIES pursuant to /rticle XVIIT:12(b); and

Having consulted fully with the International Monut"ry Fund and tuken lnto
account the cssessnent provided by the Fund, .

The CONTRACTING PARTIES, acting pursuant to the provisions of paragraph 5 of
Article XXV of the General Agrcement and in accordunce with the procedures adopted

by then on 1 November 1956,

Decide that the Govermment of Uruguny be authorized to maintain the surcharges
at present applied by it, subject to the relcvant torms and conditions of the
Decision of 8 May 1961 and the successive decisions mentioned above until the end
of the first rcgular scssion of tho CONTRACTING PARTIES in 1971, or until
30 Junc 1971 whichever is the carlicr, it being undorstood that the Government of
Uruguay will submit before 30 March 1971 & report on action taken to reduce or
¢liminatc the surcharges maintained under this Decision.

1BISD, Tenth Supplanent, page 51
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ANNEX 11

Sta.ement by the Representa.ive of Uruguey on if June 1970
on_the Extension of the yaiiver- on Import Surcharges

1. By Decision of 8 May 1961, the CONTRACTING PARTIES authorized the Uruguayan
Government to apply import surcharges as a temporary measure and in-the context of
its stabilization and develorment progrerme, in the form and within the limits
established by that Decision. This authorization was extended by the Decisions of
20 July 1963, 31 January 1964 and 18 March 1964, The last of these was subsequently
extended and amended by Decision of 23 March 1965, which was further extended by ..
Decision of 1/ December 1965 until the end of the first regular session of the

CONTRACTING PARTIES in 1967.. : A

2. At the twenty-fourth session of the CONTRACTING PARTIES the Uruguayan Government
requested an extension for six months of the waiver in force at that time (1/2880 of
2 November 1967). The CONTRACTING PARTIES by Decision of 17 November 1967- {SR.24/11,
Pages 147-148) agreed that the Government of Uruguay "be authorized to maintain until
30 June 1968 the surcharges at present applied by it, subject to the relevant terms
and conditions of the Decision-of § May 1961". Thereafter thé authorization was
further extended by the Decision of 26 July 1968 (L/3051). :

3. On 9 February 1970 the permanent delegation of Uruguay sent a communication to
the Director-General which has been distributed as L/3345. On 19 February 1970 the
Council of Representatives approved a draft decision and recommended to the
CONTRACTING PARTIES that the authorization granted to Uruguay be extended for five: -
months, that is to say until 1 August 1970, on the understanding that meamrhile
consultations would take place in the Committee on Balance-of-Payments Restrictions.

4. In the consultation now taking place, the present balance-of-payments situation
of Uruguay has been described. Within a broad and comprehensive set of economic
measures adopted since November 1967, tl.: Govermment has r.uvoked all import prohibi-
tions (decrees of 6 November aad 1 December 1967 and 9 January 1968) and, as the
Committee has already been informed, there is no unlawful discrimination of any kind.
It has nevertheless been necessary, as will be readily understood, to maintain for
the time being a system which, through e rational application of import surcharges,
takes account of the present balance-of-payments situaticn and prevents it from

deteriorating. -
5. Immediate prospects do not point to any substantial improvement of the balance

of payments in the short term, and in order to maintain the development and stabiliza-
tion policy which has yielded such good results, it is necessary to retain the existing
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régime as a temporary measurc. In these circumstonces the Government connot at
present contemplate eliminating the surcharges which constitute the sole regulating
clement maintained in conjunction wivi the consignatiorn régime in Uruguay's import
sector, based on freedom to import without cny prohibition or diserimination. I
repeat, however, that the maintenance of the surcharges is temporary and this has
been expressly stated by the Uruguayan Government in the financial and economic.
programme for the forthcoming period. They will be ¢liminated when circumstances
permit, but today they still correspond to an undenicble reality and to a need

that cannot be disregarded. )

6. In present circumstonces, my Government considers that application of these
import surcharges is strictly in accordance with the rules of the General igree-
ment., Furthermore, the legal hasis for the surcharges - the law of 19 December 1959-
hos already been examined in consultations with the Committee on Balance-of-Payments
Restrictions in 1960, 1962, 1965 and 1968.

7. Having regard to the situation tc which I have rcferred and taking into account
the elements resulting from these consultations, my Government, through my inter-
nediary, requests an cxtension for an appropriate period of the authorization to
apply import surcharges, on the understanding that such authorization would be
granted, subject to the same conditions established by the Decision of 8 Moy 1961.



