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LINKAGE BETWEEN TRADE, MONEY, FINANCE AND DEVELOPMENT

Commuhication from Peru

The following communication, dated 6 October 1988, has been received
from the delegation of Peru with the request that it be submitted for
consideration to the Trade Negotiations Committee at its next meeting at
Ministerial level in Montreal in December 1988.

OUTLINE PROPOSAL TO IMPROVE THE TRADING ENVIRONMENT
OF INDEBTED DEVELOPING CONTRACTING PARTIES

I. The debt crisis and the Uruguay Round

1. The negative effects of the prolonged external debt crisis have turned
many developing countries into net exporters of capital, with consequent
effects on their social and political stability. The solution to this
serious problem, which constitutes a threat to the international financial
system, requires en integrated strategy involving, inter alia, a substan-
tial improvement in the international trading environment.

2. With suitably improved access to the market, the indebted developing
contrecting parties would be better able to meet their international
financial obligations. They would also be able to allocate resources to
increasing imports, improving the standard of living and contributing to
the expansion of international trade.

3. With the aid of adjustment programmes set up in co-operation with the
International Monetary Fund and the World Bank, indebted developing coun-
tries have undertaken a liberalization of their external trade. This
liberalization has neither been negotiated with other contracting parties
nor entailed indebted developing countries receiving reciprocal conces-
sions, but has been entirely unilateral.

4, Eminent persons from among the contracting parties, as well as from
the World Bank, the IMF, UNCTAD, the General Assembly of the United Nations
and other organizations have endeavoured, drawing in their respective
fields to find an answer to the debt crisis. GATT cannot remain on the
sidelines, and has a central rfle to play in improving the international
trading environment for indebted developing contracting parties, in
accordance with the Ministerial Declaration on the Uruguay Round.
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5. The preamble to Part I of the Ministerial Declaration on the Uruguay
Round states: "Mindful of the negative effects of prolonged financial and
monetary instability in the world economy, the indebtedness of a large
number of less-developed contracting parties and considering the linkage
between trade, money, finance and development".

6. The CONTRACTING PARTIES also agreed, as stated in Objective (iii) of
the Negotiations, to increase the responsiveness of the GATT system to the
evolving international economic environment and to aim for an improvement
in the trading environment providing, inter alia, for the ability of
indebted countries to meet their financial obligations.

7. In the interests of implementing Objective (iii) of the Ministerial
Declaration on the Uruguay Round, there follows an outline proposal aimed
at establishing a linkage between the ability of indebted developing
contracting parties to meet their international financial obligatioms and
an improvement in the trading environment through the Uruguay Round
negotiations.

IT. Principles governing modalities of negotiating with indebted
less-developed contracting parties

1. Temporary recognition of the status of "indebted developing
contracting party", on the basis of an objective classification elaborated
by the international financial organizations and the United Nations, in the
various relevant negotiating subjects and groups and solely for the pur-
poses of Uruguay Round negotiations.

2. Priority and urgent nature of requests for concessions from indebted
developing contracting parties.

3. Special attention for least developed indebted countries.

4, Joint responsibility between developed creditor contracting parties
and indebted developing contracting parties.

5. Differential and more favourable treatment for developing countries
and total exclusion of reciprocity from indebted developing contracting
parties for concessions received.

6. Concessions granted to indebted developing contracting parties should
not be discriminatory against unindebted contracting parties, in accordance
with general most-favoured-nation treatment.

III. Aim

To achieve real expansion of exports of indebted developing contrac-
ting parties to enable them to meet their obligations through increased
access to markets, thus contributing to a greater liberalization and
expansion of world trade and the stability of the international financial
system.
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IV. Ways and means to improve the trading environment

When a developing contracting party experiences serious problems with
its finances, trade and development, owing to the burden of servicing its
debt, it may request one or more of the creditor developed contracting
parties to improve its trading environment in accordance with the
Ministerial Declaration on the Uruguay Round, by, the following modalities,
inter alia: ' :

1. The indebted developing contracting parties will present lists of
products of interest on which they wish a creditor-developed contracting
party to grant them tariff concessions and remove quantitative restrictions
and other non-tariff measures and obstacles without discrimination against
other GATT contracting parties.

2. Particular urgency and priority will be given to the granting of
concessions on the lists of products of interest from indebted developing
contracting parties under the most-favoured-nation clause.

3. The formula to be applied for tariff concessions should be the zero
binding of tariffs applied to products of interest from indebted developing
countries.

4. Non-tariff concessions should include the removal of quantitative
measures, licences, taxes and administrative and other measures which
affect access for the products of interest of indebted developing contrac-
ting parties.

5. The GSP should be improved for the products of interest of indebted
less-developed countries through the provision of improved conditions of
access and undertskings not to remove preferential tariffs during a fixed
period, together with the progressive removal of any non-tariff or other
measure, with a view to increasing the predictability and stability of the
preferential treatment.

6. Indebted developing contracting parties will grant non-reciprocal
concessions in return if and when their trading, financial and development
requirements permit. In no case will they grant concessions for the
removal or reduction of restrictive measures incompatible with the General
Agreement.

7. These negotiating modalities will be employed to achieve agreements in
the following negotiating groups: natural resources, textiles and
clothing, agriculture, tropical products, tariffs, non-tariff measures and
and any other relevant group.

8. Agreements reached in order to improve the trading environment of
indebted developing contracting parties should be implemented in adwvance,
either on a provisional or on a definitive basis, from July 1989 in accor-
dance with Principle B(ii) of Part I of the Ministerial Declaration on the
Uruguay Round.
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V. Implementation and follow-up

1. The GATT secretariat should assist the indebted developing contracting
parties in the negotiations in respect of the implementation of the modali-
ties described above or any others which may arise in this connection.

2. The Trade Negotiations Committee shall examine and evaluate the
implementation of Objective (iii) of the Ministerial Declaration on the
Uruguay Round with reference to the improvement of the trading environment
in order that indebted countries may meet their financial obligations and
shall take the necessary measures for its implementation.

VI. An indicative list of products of interest for Peru, as an "indebted
developing contracting party", with regard to which it wishes creditor-
developed 'contracting parties to improve its access to their markets, is
given in the Annex. Each indebted less-developed contracting party may
provide its own list.
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ANNEX

Indicative list of products of interest for Peru, as an indebted
developing contracting party, with regard to which it wishes developed
creditor contracting parties concerned to improve its access to their
markets:

I. EEC

II. United States

III. Canada

IV. Japan
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Explanatory Note

Column BD refers to binding and should be read as follows:

a blank space indicates a tariff wholly bound at the prevailing
rate;

"1l" indicates a tariff partly bound at a maximum rate;
"2" indicates an unbound tariff;

"3" indicates a tariff bound partly at the prevailing rate and
partly at a maximum rate,
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