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GENERAL AGREEMENT ON mETRIOTD
TARIFFS AND TRADE :gg/;n;;ggm

Inte.,rﬁessioml ,.,Oomittae . .'
mcam) 01" ‘I'HE I‘MI‘INGS

Held at 'bhe B&timent Eleotoral, Geneve.,
on 3 and 4 June 1958

Ghaiman: Mr. Garcia OLDINI (chile)

Subjeot disoussed: Pemiah} Iinport cnarg'es (GA&'_L’/‘A,IR/ISO ; I./Ba'()
‘The GHAIRMAN stated that the meeting bad been oonvened to oonaider a
communication from the Government of Peru :concerning certain ao‘bim it moposed

to take !;o meet the. econdnio difficulties at present oontronting Paru

 The vepresentative of PERU: informed the Commitbes thet fram January 1957 te
.April 1958, Peru's foreign exchange reserves had declined from $42 million to 4
million, This adverse develomment was due mainly to a growing trade ‘deficit whioh
in 1957 had reached $70 million, -The fall in world market priees ot Peoru's
'prinoipal gxport commodities .had. led, in spite of an expansion in the volume of
prbduotion, "t0 a’deoline in foreign exchange receipts, noreaver, the. aituyation
had ‘been aggravated by a severe drought in 1956 amnd 1957 in _Southern Peru which
‘had given rise to: increased imports .of foodstuffs. .In conaultations with the
International Méhetary Fund the Fund had recommended. a soriesof correstiye
measures., In the view of the Peruvian Govermment same of 'bhe mee.sures Busgested
by the Fund implied the need to inorease oustams raoeip'be by a. rsasanablg peromtage,
partly in order to check i'oreign ourrency spending on ncn-eeaentials. .In apite of
the adoption of some of the measures proposed by the Fund, Peru oontinued to be
beset by derious difficulties which had recently been aggravated.by a. deoline,
exceeding 20 per oent, in- the free-market rate of exchange .of its. ourrency. In
omsidering means of restricting the volume and value:of. Mports and or pvaxcming
thedé - tamporary difficultiss the. Poruvian Government bad decided not to ream o
quantitative reétrictions which, ae experience showed. tould be. dirtioult ‘to0._aboliah
otice they were introducsd. Having ruled out the use Jr dipeot import. onntrols, as
was in keeping with'the liberal trade -and exchange- policy tmditionauy touowod by
Poru, ‘the Govermment: believed. that the caly precticable altemtive was the
‘impésition,  ony a: provisional -basis,-of. special suroharges to.be. oollected by the
ousteiks . authorities ‘at the time of importetion. The Peruvian Government. intended
t¢ Levy the surcharges’ generally on.all commodities including the items op. wh}oh
teriff ccnoessions hed: been. granted under. the Generel Agresment, ﬂmugh pith the
exoeption of m baaic ossontials, sj.noe only a mii'om appuoation qr the measure
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to all imperts cemld avold wnjustified diserimination in tha domestic eoonomy and
since the bound items accownted for more than 50 per oent. ‘af' Pm'é’ imgor$8i 1t was
coneidered that recourss to the procedures of Artiole XXVIII would not meet the neede
of the situation as they envisaged only the modification or withdrawal dt’eannuawna
on selested -products to be negotiated-with other contracting parties 1m’ exohnnge for
squivalent oonceasions. It appeared to the Peruvian Govermment that Article XII
previded the most appropriate bagis for consideration of the problem by the
CONTRACTING PARTIES as the need for action arose largely :l.n connection with
balance~+f~payments di:rﬁculties. :

The representative of the IM'ERNATIONAL MCNETARY FUND stated that the Fund
weuld direct the attention of the CONTRACTING PARTIES to the Fund's decision, in
its latest consultetion with Peru under Article XIV of the Fund Agreement, and
particularly to peragraph 2, which pointed out that Peru wes experiencing serious
exchange difficulties, and that the Central Bank's disposable foreign exchange
reserves had been reduced to a very low levels The Fund noted that inflatiomary
p:reasures mast be contained promptly. ' Subsequent to this consultation, Peru had

approached the Fund wif.h a stabilization programme on the basis of which a stand-by
eredit of $25 million was extended by the Fund,..The Peruvian Government hed ,:
informed the Fund that, as part of its stabilization programme, it was taking
action to reduce 'Gavérnment -expenditure and substantially to inorease revenues;
that one way in which 1t hcped to inorease revenuss was by indreasing tariff
rates and that 1t proposed negotieting with the other contracting parties to ,the
GATT omcam:lng ‘such increases, The Fund was of the opinion that substantially
hcreased Pevenues had been arnd were essential to the success of Peru's stebili-
zatien programe ‘and to theé protection of the cowntry's reserves and exchangse .
rate. l'urthemcre, the Fund was satisfied that the ingrease in revenue. likely to
result from the vairious measures proposed to:the Fund by Peru was not moreé than
was ocna.tstent +with-the suctess of that programe. In these discussions it hed
Peen made clear by the Fund that the question of obtaining approval to increase
‘tariffs in order to raise revanue ms a matter tor Pem to hke up with the
cmcma m , . . : ‘ T

. In the discuuim that :tonmec the repreamtatives of ERAZIL, GANAm, swmmv,
the’ UNI’I'ED KINGDOM: and ‘the UWNITED STATES' expressed sympathy and understanding for
the grave difficulties with which Peru was confronted and alsc appreciation . of the
Govozment'u desire to-avoid restrictive: ‘measures and to-continuc to adhere o
traditlml 1iberal trade and exchange policies, However, while. recpmizm the
need $o £ind a solution for the problem under consideration, :they could.not. agrea
that a sontultation in the ocontext ef Article XII would be an: appropriate. . ..
precedure; Article XII déealt only with the epplication er intensification Af.
impert restrioticns, and the Gemeral Agreement: oontalnsd: no: provision . which. would
peimit a eontmct:lns party unilaterelly to increase bound rates. of:duty.to:meet
Mmgwwmms digficulties, But 1f the use of Article XIIL procedures were
mmoprmte and might oreate an unwids: precedent, there was. no. reason why, 1n
‘eonsidering action that night be appropriate in the circumstances, due acsoumt
sheuld not be taken of Peru's balance—of-peyments and monetary reserves problems.
During the discussion it was pointed out that the choice ¢f a remedial measure
412 net 146 only ‘bétween & unilateral inoremse of bound dubies and the: introdustion
¢f quantitative restrictions: other possibie measures, consistent with the Generel
Agreement, such as internal tazes levied on both domestic prod.ucta and imports,
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profit taxes, credit restriotions, etc., should be given coneideration and some
of these might be used effectively for the purposes referred to by the Peruvvian
representative B

The representative of the UNION OF SOUTH AFRICA considered that the Peruvian
measure under discussion, like the French special temporary compensation tax on
imports, was inconsistent with the provisions of the General Agreement. Although
tarift adJustments arfeoting bound rates could not , under the Agreement, be
docepted as a ‘legitimate substitute for quantitative restrictions, he could not
but feel sympathetic with the contention that a temporary increase in all duties
might be not only a. more efficient means than quantitative restrictions for .
dealing with balance~of-paymenss difficulties but also a less harmful one for
the trade of other contracting parties. However, if the Peruvian Goverament were
authorized to increase its bound duties for a limited period of time, it should
be ‘i'.e’quiited to consult yeriodically. Consideration might be given to the
delirability'of clafrifyiﬂg the raxige of 'meaeuree’ permisaible under Artiel'e E[I.

The representaf.ive of Peru reiterated the view of his Government thet
nothing in Article XIIX prevented its provisions from being interpreted as per-
mitting the imposition of a surcharge on all imports to deal with balancs-of-
payments difficulties. The use of quantitative restrictions, apart from not
being in 'line with Peru'’s traditional policy and GATT's philosophy, would have
more de.naging effocts on the trade of other contracting parties. Hie Government,
however, was prepared to conaider any suggestione which the comn:lttqe might wish
to make., 1In fact ’ though the law and regulation relating to ‘the suroharges on
1mports were in force, his' Government hed suspended for the time being the
applioation of the" increaeea to items covered by Art:lcle II of the General
Asreement- .

A% the meeting on 4 .'hme the Comittee considered e.nd approved the following
recommendationz _ ’ :

"‘I!MILR} NOTE "that the Government of Peru, as part of its stabilimt.ion
programme designed 'to overcome acute belence-ot-paymente difficulties , considers
it neceeeary eubetantially to augment :I.te tiscal revenuss end to’ reetr;l.ct the
volume and value of it8 imports'and has proposed to achieve these ends by the
tenporary :l.mpoa:l.t‘.lon or eupplewntary charges on :unporte,

"NOTING rurther that in the view-of the Peruvian Government 'such ohergee
mst apply generelly to all tarifs items meluding those whioh are the eubjeot
of eoneeeaione in GA‘IT Schedule xxxv “

. WHAVING EEEN momm by the Internctionel Mornete,ry Fund of the balance-of=-
payements and. monetary reserve position of Peru and noting the Fund®s opinioh that
substantially increzsed revenues are essential to the suceess of Psruis stabili-
gation programme and to the protection of the country's reserves and exchange rate;



A5

IC/SR,39
Pagoe 4

"The Intersessional Commlttee

"1, EXPRESSES the hope that the Government of Peru will reccusider the
measures proposed with a view to levying these supplementary charges in a manner
csistent w:l.th the provisions of the General Agreement; ; :

"2, REO(MHEN]B that the CONTRAOTING PARTIB at the Thirteenth Session
examine the situation, as it obtains at that time, with a view to arriving at a
genemlly aoceptable Bettlement°

"3, REQUESTS the Peruvian chemmant to furnish a detalled report to that
Session; and - .

"4, URGES that, if in the meantime the Government of Peru should feel
canpelled to take action which other contracting parties consider mcmaia’oent
with the provisions of the General Agreement, these contracting parties, pending
the examination referred to above, should, in view of the acute economic

difficuities with which the Peruvien Government is confronted, refrain from
seeking compensatory adjuetmems.“

Several members of the Camittee expressed the hope that the Government o:r
Peru, in reccnsidering the measures proposed, would. explore the possibility ot
using measures consistent with the provisicns of the General Agreement. Scme
members thought that the Governmént of Peru, while pu:rauing its programie of
econanic stabilization, should give due regard to the desirability of introducing
suitable internal measures in the mcnetary and financial, including the :tisoal
and credit, fislds.

With regard to paragraph 3 of the Reconmendation, some members said that
they wished to be informed a8 soon as possible end in full detail of the. nature
and extent of any measures which might be introduced, so a8 to avoid uncertainty
for their exporters; the present meeting of the Oummittee was itself handicapped
by the lack of exuct information. The representative of the 'UNITED STATES.
polnted out that, whereas Article I of the Gemeral Agreemen’ permitted the g
FPeruvian Govermment to grant prefcweutial tariff treatment to certain noighboﬂring
sountries, any increase beyond the preferential margin existing on. 10 April 1947
would be incansistent with the Agreement and would require sanction by a waiver
wkich the present circumstances did not seem to warrent. . :

The represemtative of mm underbook to convey f.he suggeutims resard:lng
alternative measures to the attention of his Govement, and said that a '
detailed report would be sutmitted to the Thirteenth Session,

Tha<.met1n§ roBe at S‘p.m.r. a4 J‘uﬁe.



