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ACCESSION QF FARAGUAY

Questions andé Replies

The contracting parties were invited (L/4159) to submit to the secretariat anj
)
questions they might w1sh to put concerning the matters dealt with in the Memorandum
on Foreign Trade Rézime submitted by the Government of Paraguay.

In response tc that invitation, a number of questions were receilved and
transmitted to the Government of Paragzuay. The questions and the replies are set
out below.
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L, General questions

l. Is there any nandatory national legislation which might run counter to or
be inconsistent with the provisions of the Generel Agreenent?

Revly:
There is none.

2. Which are the governnental and quasi-governmental bodies and institutions
which orient, direct and cncourage Paragusy's foreign itrade?

Reply:
INSTITUTIONAL STRUCTURE OF PARAGU.AY'!'S FOREIGN TRADE

{(a) Bodies with responsibility for for:"atln and implenenting trade policy

1. Netional Council for Economic Co-ordination

The Council was estatlished bty Law No. 47 of 16 November 1948. It functions
under the chairmanship of the President of the Republic, its members being the
Ministers of Flnanﬂe, Industry and Commerce and Agriculture, and the President
of the Central Bank of Paraguzy.

ts functions include the following:
- to direct economic policy and the planning thereof;

- to co-ordinatc the financial managenent of the country's economic
develornent;

- to deal with banking, credit and nonetary nzatters.

2. Ministry of External Relations

The Ministry has responsibility for determining the character of International
Trade Policy.

2.1 The Nztional Council for Foreism Trade

The Council was establisned by Decree No. 22699 of 8 May 1962, as an advisory
body to the Nationzl Government in orienting international tradc, and reviewing
treaties, conventions 2nd agreements thst have been or may be signed by Paraguay
in its relations with other countries.
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The Council comprises representatives of public sector bodies and private
enterprises: the Ministries of External Pe”ations, Finance, igriculture,
Industry and Commerce; the Central Bank of Paragusy, the National Development
Bank, -the Federation of Production, Industry and Commerce (FEPINCO), and the
Paraguayan Indusirial Union.

3. The Ministry of Industry and Coriierce

Established under Legislative Decree No. 1368l of 4 August 1950. Its
functions were established by Law No. 904 of 30 August 1963, with implenmenting
regulations provided under Decree No, 996 of 18 Octcber 1963.

This body playse an important rdle in the institutional structure of foreign
trade; it is responsiblie for promoting industrial output and the growth of
domestic and intermational trade.

3.1 The National Gounc;;'for Export Promotion

The Council was established under Decree No. 711G of 28 August 1969 as an
advisory and co-ordinating body for internationsl trace.

Its functions are to recommené the adoption of the trade policy
appropriate for export promotion, and to propose the adoption of adequate
machinery to encourage foreign sales.

3 2 Export Promotion Centre {CEPEX)

The Centre was established under Decree No. 7119 of 28 August 1969 under
the authority of the Ministry of Industry and Comnerce.

The objectives of CEPEX sre:

- to co-ordinate the work and activities of officizl and private bodies in
order to promcte exports of Paragusyan products;

-

- to encourage export firms to participate in the development process.

- to co-operate with a view to incraasing output, diversifying export
lines, iuproving and expanding narket outlets.

Its functions include the following:

- to propose approprizte measures for optimu: implementation of the
recommendations niade in develepmenl plans.
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- to identify exportable products and suggest appropriate measures for
, expanding preduction;

- to organlze and pronote dlspl""s and -exhibitions of Paraguayan products
abroad, and encourage Paragusy's participation in international fairs.

3.3 National Institute for Technolozy and Standardization

Esteblished under Law No. 862 of 26 June 1963.

The Institute carries out research and studies for the 1mprovement of
techniques for the processing of raw naterizls and the application thereof.

It proposes methods and standards for verlf‘ylnc and re~ulat1ng the quality
of raw materials and processed vroducts.

Its Board of Directors comprises five members appointed by the Executive,
on the basis of proposals by the Ministry of Industry and Commerce, the
National University, the National Develcpnent Bank and FEFRINCO.

e Miniétfv of Finance

The Ministry has responsitility for deternining the tariff régime for both
imports and exports and the country's tax pclicy.

Under the authority of the Ministry of Finance, certain other bodies have
responsibility for 2pplying the instruments of trade policy; these are:
The Technical Secretariat; Generzl Directorate of Customs; Directorate of
Internal Taxes and Charges; and Directorate of Income Tax.

5. Central Bank 5f raraguay

The Bank was established under Lezgislative Decree No. 18 of 25 March 1952.

It has responsibility for defining the country's monetary, credit and
exchange policy in co-ordination with the Governnent's economic policy.

Within its structure, the Econonic Studies Department and the Exchange
Department participate in establishing the instruments of the country's trade
policy.

6. Ministry of Azriculture

The Ministry was establisihed under Legislative Decree No. 13681 of
4 fugust 1950 to orient, protect and safesuard agricultural and livestock
production,
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For the formulation and application of the instruments of trade policy, its
organic structure comprises inter ali.., the Cotton and Tobacco Tax Office, the
Directorate for Agriculturasl and Livestock Marketing and Economy, the Phyto-
sanitary Departmnent and the Veterinary Department.

7. Technical Secretarizt for Economic and Social Development Planning

Established under Legislative Decree No. 312 of 6 March 1962, =s a body
under the authority of the Presidency of the Republic with responsibility for
carrying out surveys of the economic and socizl situation and future trends;
on the basis of these studies the Technical Secretariat establishes general
developnent objectives and general, sectoral end regional plans for the country's
social and economic development. In addition, the Technical Secretariat gives
advisory assistance to the Nationzl Council for Econonic Co-ordination.

(b) Other bodies
1. Within the framework of their responsibilities, the National Development
Bank and the Rural Welfare Institute participate actively in the formulstion of

the. instruments of Paraguay's trade policye.

2. Organization of procduction and trade sectors

1. TFederation of Production, Indusiry and Commerce (FEPRINCO)

2, Paragueyan Industrial Union '

3. Chanber of Exporters

4. Chomber of Commerce and Trade Exchange
3. What are the major national policy guidelines established by Legislative
Decree No. 2373 and which specific foreign trade operations are encouraged or

discouraged by it?

Reply:

Decree No. 2373/73, approving the BIN-based structure of the customs tariff,
estabtlished an essentially dynamic instrument within the framework of the plan
for accelerated economic developnent which the Government is imnlementing. It
is reflected in the following aspects of international trade:
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Ipports

Pramotion of domestic industry, in particular products intended for export
or for import substitubtion.. At the same tinme, the customs tariff mechanism is
designed to safeguard the inl.rests of domestic industry against connet:.t;.on
fram like fore gn products..

Exvorts
Fiscal incentives are established to promote exports of Paraguayan products.

These incentives consist of tariff rebates and exemptions on raw materials,
seni -manufactures and manufactures. .

In additiorn, imported raw materials and intermediate products intended for
the producticn of exportable semi-manufactures or manufactures enjoy certain
advantages under the temporary admission régine,

e Does Paraguay maintain mechanisns for applying safeguards, anti-dumping
duties or countervailing duties? If so, how do these mechanisms work?

Revnly:

Paraguay's legislation does not provide for the application of such
nechanisms. Nevertheless, the right to apply "safeguard clauses" is expressly
recognized within LAFTA (Articles 23, 24 and 26 of the Treaty).

A review of later conference resolutions would be necessary in order to
verify the applicability of the other mechanisms mentioned.

The quesiion that appears to be .f interest to GATT is whether the

application of the "safeguard clause” within LAFTA would affect 3.mports from
third countries,

5. With which countries does Paraguay maintain bilateral %rade agrcements?
Does Paraguay intend to continue a system of bilateral trade agreements after
current agreenents expire?

Reply:

Peraguay maintains bilateral tradc agreements with the followings
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Great Britain
Portugal
Switzerland
Yugoslavia

China

Japan

Law No.

Law No.
Law No.

Law No,

330 of 23.3.1956

9.11,1878
118 of 12.9.1969
522 of 10.7.1958

81). of 13.7.1962

Law of 31.12.1919

Page 7
COUNTRY Legal provision and date Coverage -
Argentina Legislative Decree No. 143 of 30.3.1957 Trade
Bolivia Legislative Decree No. 109 of 3.,1.1957 Petroleun
17.12.1954 Modus vivendi
Frontier trade
Brazil = Legislative Decree No. 127 of Cenerel trade
Lezislative Decree No. 126 of Frentier trade
Chile Legislative Dezree No. 125 of 9,3.1957 Trade
‘United States  Legislative Decree No. 17,854 of 10.2,1947 Trade
Uruguay 13.3.1961 Payments
26,12,1938 Trade and navigation
BENELUX Law No. 1175 of 25.3.1966 Trade and navigation
Germeny,7.R, Law No. 317 of 28.10.1955 Peynents
Trade
Denmark Law No. 1231 of 13.6.1967 Trade and navigation
18.5.1957 Payments
Spain Law No. 87 of 4.6..951 Trade and payments
N.R. of 11,8.1958 Amendment
France Law No. 462 of 27.8.1957 Trade
Italy Law No. 778 of 17.5.1962 Payments
Law No. 779 of 17.3.1962 Trade

Trade and payments

Trade

. Trade

Trade and payments

Trade and economic
co-operation

Trade

As regards the second sentence of question 5, the answer is Yes.
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B. Export récime

6. Does Paraguay subject any products to export resnr:.ct:mns" 11 S0, what
J.\.ems are restricted and why?

7. Cen the Paraguayan Government furnish additional details concerning the
export restriction measures that the Paraguaysn Government has introduced, in
particular those mentioned in paragraph 1.5 of its memorandum?

8. Anong the broad rang- of provisions designed to promote exporis, what ere
the "other direct measures and regulations" nentioned in paragraph 3.1.4 of the
nenorandun?

Reply:

In reply to questions 6, 7 and 8, the various legal provisions that prohibit
or restrict the export of Paraguayan products are enumerated below:

Export prohibition
-~ Decree No. 21 of December 1953
It is prohi‘bited to re-export in their original state goods and effects

imported from abroad which are moved to the frontier zones, in order to avoid
fraudulent dealings within the framework of the law.

- Decree No. 2410 of 16 January 1964

It is prohibited to re- export crude palmetto shoots, in order to preserve
Paraguay's naturzl reserves of palmetto which cons u:.tute a source of raw material
for establish:d industries. '

- Legislative Decrese No. 402 of 31 March 1965

It is prohibited to export red quebracho in the form of logs, blocks or
"pitocos", all supplies being carmsrked for the domestic extraction and
processing industries.

- Decrse No. 13256 of 16 aAugust 1965

It is prohibited to export crude ailigator skins, becazuse Paraguay's domsstic
industry has modern tanneries for processing zlligator_skins.
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- Decree No. 17729 of 19 February 1971.

It is prohibited to export or re-export scrap of iron, copper, broaze
2luminium and duraluminium, in whatever s*tate, because of the need to praserve
raw material resources for the metallurgical and construction industry.

- Decree No. 22579 of 27 October 1971.

t is prohibited to export bone meal and compounds containing it, within the
limits of domestic coasumption requirements, in crder %o immrove pasturage and
fodder for animal feed.

- Decres No. 24179 of 2 February 1972.

In furtherance of the industrialization policy tor Paraguay's forest
resources, it is prohibited to expert wood in the form of "torax" or "pitocos" of
any size or kind.

- Decree No. 24489 of 18 February 1972.

It is prohibited to export woed in the form of logs and beams of any kind or
measurenent, in order to ensure sufficient raw material supplies in the context
of the wood industrialization policy with a view to the export of manufactured

products.
Export_restrictions
- Decree No. 11499 of 24 May 1955.

The indication "Industria Paraguaya" must be stamped on all cans of palmetto
produced by iie domestic industry fo: export, in order .o safleguard the quality
and prestige of the product in foreign markets.

- Resolution No. 29% of 7 December 1970 of the Ministry of Industry and
Commerce.

A régime of prior export permits has been established in order ic ensure
raw material supplies for domestic industry and consumption in respect of the
following products: wheat bran, sugar, industrial tallow, cattle {at, coffee,
untanned hides and skins of wild animals, not processed.

- Law No. 268 of 30 July 1971 and Decree No. 26067 of 10 May 1972.

Under this export régime for essential oil of petit-grain, not more than
60 per cent of the unrefined or crude essence may be exported and the remaining
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40 per cent must Iirsv 3e ref'ined, aeuerpengted or sesquideterpenated in order to
improve the aquality of exports of this product.

- Decree lLio. 28963 of 20 October 1972 and Decree No. 15641 6f 13 Jﬁne 1975.

4 régzime of marketing control is established for crude leather based on 2
system of tenders, price bide or direct sales to domestic tanning industries, in
order to enconrage more advanced industrial processing of the product.

~ Resolution No. 5& of 30 Marcn 1974 of the Minisiry of Industry and
Commerce.

system of prior certification was introduced rer i
as in respect of the following products: oilsceds
oiz, including vegetable cils, meal, oillcake, expellel

Under ,A_g Rego:uti n

and productg de ved vheref’
and pellets.

9. Would the Paraguayan Gover Jment clarify the provisions of Resolution No. 3,
Act No. 40 of 10 Mareh 1972 of the Sentral Bank of Paraguay? Does this
Resolution provide for concessionary firancing of exports?

Reply:

Resoluticn Iio. 3, act Ho. 40 of 10 March 1972 of the Cent ral Bank of Farasui]
provides for concessicnary financinz of cxports, since the measures adopted by
the Bank were 3esigred %o ensure a regular flow of credit toward those sectors o
the economy that produce agriculiural and industrial goods intended primarily
for export. &iccordingly, the Centiral Bank decided that credits for the promotlon
of agr*culturc and of industries pirimarily engaged in the production of export
goods, and likewise, credits intended for export flnanc1ng, would be the sub;e,u of
special peri 's of validity, intsres’ rates and commisslion rates.as follows:

Annual interest Annual bank
rate commi ssi.on

Credi.t rot exceedinz 240 days 10% 2%

Oradit frumn 240 dzvs e one year 10% : 2.5%

. - L !
Credit #for one yez2r or mere 105 3%
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C. Import régime
10. Would it be possible to obtain the Paraguayan customs tarifi?

Replys
* A copy of the tariff in force is being sent.

11. What is the average level of protection afforded by the Paraguayan customs
tariff, if possivle by general product categories?

Reply:
Information not available.

12. What taxes, fees, levies or charges are aprlied to imports in addition to
normal import duties? What are the rules governing application of such charges?

Reply:

There are no such charges.
13. In addition to customs duties, does Paraguay impose any supplementary charges
on imports such as additional duties, consular fees, exchange surcharges, prior
deposits? If so, what is the justification for these measures? To which products

do they apply? What proportion do these products represent in relation to the
total value of imports?

Reply:

The customs charges applied on irmports are:

Specific duties

Additional ad valorem duties
Complementary ad valorem duties
Compound duties - specific - ad valorem

Ixchange surcharges

Exchange surcharges are applied on the c.i.f. value of imports, although
there is no remittance of foreign exchange. A 36 per cent surcharge is applied on
nost general imports. On goods imported from LAFTA countries and included in the
national schedule the rate varies between 3 and 30 per cent, while for certain
other goods from LAFTA countries (mainly pharmaceutical products included in a
special list), the rate is 8 per cent.
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Fuel derived from petroleum is subject to a 15 per cent surcharge (10 per’
cent for nei~hbouring countries and "ruguay). An additional 5 per cent surcharge
is applied on imports fram all sources of telephone and telegraph equipment,
television receivers, radios and record players and parts and accesscries therefor.
Articles that are execmpt from the surcharge are generally also exempt from the
prior deposit. Exchange surcharges are collected by the banks at the time of
issuing the necessary documents for customs clearance or when payment is made for
the import, whichever is the earlier. The principal products exempt fram the
surcharge are the following: wheat, crude petroleum, equipment for petroleunm.
prospection and extraction, sgricultural tractors, govermment imports, imports for
religious, charitable, cultural or educational purposes, imports by foreign
diplomats and certain intermational organizations, Spanish agricultural and
industrial implements and industrial machinery imported into Paraguay through the
Spanish free zone, agricultural machinery and implements for the national wheat
programme, books and periodicals, and imports for investment under the régime
established by the Investment Law o, 216/70. Imports of investment goods and
raw materials for export industries are exempted on a case-by-case basis.

Prior deposit_on imports

Inports of certain goods ars subject to a prior deposit of 100 per cent on the
f.o.b value. The deposits are mads in authorized banks before the goods are
embarked; if, however, the deposit is made after the date of embarkation, it is
held for 180 days. For non-exampt products imported into Paraguay through the
Spanish free zone, the retention period is ninsty days.

The following are exenpted from the prior deposit: imports by the State
or other public institutions, independent enterprises, mixed-economy enterprises;
imports by nembers of the diplomatic snd consular corps accredited to the
Paraguayen Government, foreign personnel with special functions whose services are
governed by i ternational agreemcnts; imports of wheat, petrolewn-based fuels;
imports of certain specified machinery, agricultural equipment, newsprint and
printing ink for periodicals sexclusively, and imports intended for specific use
by private institutions offering cultural or religious instruction; gifts and
Qonetions therefor; imports of medals and trophies and of equipment for leisure
activities or for public ancd theatre performances, machinery sent abroad for
repair, imports of goods included in the national schedule and originating in
other LiFT4 countries,

14. Does the Paragucyan Government apply any import prohibition measures? If so,
what is the justificction for these measures? To which products do they apply?
What proportion do these products represent in relation to the total value of
imports?
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Reply:

The general prohibitions on imports are mentioned in guesticn 15.
There are certein special prohibitions established by law, such as Article Nc. 9
of Decree No. 26729/72 which prohibits the inport of certain articles in ordsr to
protect domestic industry.

15. We undersitand that Paraguay does not meintain a system of import licensing
for normal commercial transactions and that prohibited imports consist primarily
of such things as obscene literature, switchblade knives, weapons of war and a
number of goods customarily prohibited by most countries. Does Paraguay have
any prohibitions or quantitetive restrictions on geods other than those falling
within this category. If so, why are these goods restricted?

Reply:

Paraguay has a system of import licensing for certain products, such as
motor vehicles under Law Wo. 231/59.

16. Are any Government agencies involved in the importation of specific
agricultural or industrizl commodities intec Parasguay? If so, what imports are
affected, what Government agencies are responsible and what is the nature of such

involvement?

Reply:

There is involvement solely in the case of purchases of wheat and petroleum.
In such case, imports are cffected by the Government through the Ministry of
Industry and Commerce (Commodities Depariment).

17. Vould the Paraguayan Government clarify and comment upon the cperation and
purpose of the temporary admission régime? How does this régime function as an
incentive mechanism?

Reply:

Articles 202, 203, 204, 205 and 206 of the Customs Code, approved under
Legislative Decree No. 18.199/47, establish the following provisions concerning
the temporary admission régime:

Article 202 - Drawback and tem afnission. The Executive may organize
and grant the benefits of drawback and of teuporary admission in respect of
materials and goods imported for industry and which are to be ro-exported in due
course.

The same régime may likewise be applied in respect of packazing and non-
packaged processed products.
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Article 203 - Definition. Drawback is whera the rolevant charges are paid
on the import of produCua and are refunded, in whole or in part, when the products
are re-exported, whether in the state in which they were imported or after
industrial processinz. Temporary admission is where certain articles or goods are
admitted duty free, in whole or in purt, subject to their being .re-exported
vithin 2 ceriain pericd. . ' '

irticle 204 -- Ixtencsion of tomporary admissica. Temporary admission may also
be granted in respect of apparatus, machincery end tools for scientific,
historical or archeceological ressarch or for public works; vehicles of whatever
category or system; pure-bred, draught or riding animels; gorments,
installations and tclls for public spectacles; material and aniazls for
exhibitions.

Lrticle 205 - Conditions for exemption. Ixemption shall be granted whers
the goods to be inported are not normelly and adequately produced in the country.

then grenting exemption, the Ixecutive may fix the sales price for the
finished product whsre the development of the protectcd industry permits, and may
izpose on the processed products an internal charge propertioncl to the customs
advanitage granted.

r
3

irticle 206 - Formelities and zuthorizetion. .ny conditional or duty-free
adnmission must be the subject of en cpplication presented to and approved by the
Ministry of Finance, except whcro excmpted from this requirement under this Code,
the Lew, the Tariff, or rezulctions in force. In such cases the Mlnlstry shell
likewise determine thz azou .t of the gusrantee an¢ the form in which it is to be

made.

Under Decree ilo. 22,403 of 28 May 1962, conteining implementing provisions
for irticls .22 of the Cuctoha Code, a2nd Decres YNc. 8,450 of 9 December 1964,
noulds and Lubrices for industrial use werc included anong the goods eligibls to

tenefit under the tenporary admission régine.

18, ould ths Government of Parzgusy explain the operation of the ‘fiscal
incentives® administered by the Hational Development Bank to promote importation
of industriszl machincry and equipment.

»

hep 1 ¥

Imports of czpitzl goods financed from loan: by the Inter-inerican Development
Bonk (IDB) and the Xrzdistanstelt Fur Wisderaufbau of Germany (KF¥) are
autonaticelly exerpted from the follovwing charges:

Txenption from custans duties (Lew No. 667/24);

Ixemption fron szdditional dutics (chislativc Decree No. 19,360/43);
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Exemption from complementary duties (Law No. 1224/67);
Exemption from exchange surcharges (Law No. 1334/67);

Exempvion fron the prior deposit required under regulations of the Central
Bank of Paraguay.

The above-mentioned fiscal treatment derives from special legislation enacted
on the occasion of the establishuent of each credit line. In each case, sub-
borrowers must apply to the Ministry of Finance and the Central Bank of Paraguay
for exemption from customs duties and cxchange surcharges, on the basis of a
certification from the Naticnal Development Benk.

De Customs formaiities

19, Has the Paraguayan Government considered the elimination of consular invoice
requirements in favour of allowing nornal commcreial imvoices to be used for
importation?

Reply:

The Paraguayan Government has not yet considered the elimination of consular
invoice requirements in favour of allowing normal commercial invoices to be used
for importation.



