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PREPARATION OF AN ANALYSIS PAPER BY THE SECRETARIAT


IN REGARD TO THE MAJOR PROPOSALS ON RULES OF ORIGIN


IN THE TEXTILE SECTOR

Proposal by India

The following communication, dated 6 April 1998, has been received from the Permanent Mission of India.


_____________


Following India's intervention at the informal meeting of the Committee on Rule of Origin on 27 March 1998 which was duly supported by Pakistan and Sri Lanka, India had formally proposed in the formal meeting of the Committee on Rule of Origin on 27 March 1998 that the WTO Secretariat should prepare an Analysis Paper in regard to the major proposals in the Textiles Sector.  It may be recalled that at the formal meeting, the proposal of India was supported by Pakistan, Dominican Republic, Sri Lanka and Malaysia, while there was no opposition from any other Member to the Indian proposal.


In the informal meeting of the Committee held on 1 April 1998, the Chairman suggested that the proposal should be sent to the Secretariat in writing quickly so that the work can be done by the Secretariat without any delay.  Accordingly, I am forwarding herewith the proposal for preparation of an Analysis Paper by the WTO Secretariat for appropriate action.


India's proposal for preparation of an analysis paper by the WTO Secretariat


in regard to the major proposals on rules of origin in the Textile sector

In terms of the Agreement on Rules of Origin, harmonized origin rules shall be applied equally for purposes of all commercial policy instruments as set out in Article 1.2 of the Agreement, i.e. the application of:

(a)MFN treatment under Articles I, II, III, XI, and XIII of the GATT

(b)Safeguard measures under Article XIX of the GATT

(c)Anti-dumping and Countervailing duties under Article VI of the GATT

(d)Origin Making requirement under Article IX of the GATT

(e)Any discriminatory Quantitative Restriction of Tariff Quotas

(f)Government Procurement and Trade Statistics


The Agreement also provides that the harmonized rules of origin should be administrable in a consistent, uniform, impartial and reasonable manner, and should be coherent.


In respect of the textiles sector, a number of proposals have been referred by the Technical Committee on Rules of Origin to the Committee on Rules of Origin for its consideration.  While there are a number of important differences in these proposals, the major ones differ from each other in the sense that while one set of proposals recognises processing of yarns and fabrics (e.g. by bleaching, dyeing or printing, etc) as origin conferring, the other set does not do so in respect of some or all of these processes.  Likewise, one set of proposals recognises conversion of fabrics to made up articles as origin conferring, the other set of proposals does not recognize such conversion as substantial transformation and therefore, origin conferring.  In relation to garment sector also, one set of proposals recognises assembly as origin conferring, the other set recognises cutting and designing operation as origin conferring.


During bilateral as well as plurilateral discussions, there appeared to be a certain lack of clarity  as to the impact of implication of these major proposals in so far as their practical application was concerned.  Likewise it was not clear as to how the origin rule on the basis of either of the two sets of proposals would impact on the flow of trade and/or the rights and obligations under various WTO Agreements and instruments referred to in the Agreement on Rules of Origin.  There also appeared to be a substantial ambiguity and uncertainty with reference to the utilization of access under the Agreement on Textiles and Clothing.


In the interest of building consensus for transparent and neutral rules of origin which can be applied in an impartial, predictable and consistent manner, it is proposed that the WTO Secretariat may prepare an analysis bringing out the aforesaid implications, and present it for consideration of the Members of the Committee so that the rules are prepared in a reasonable manner and in accordance with the purpose and objectives of the Agreement including, most importantly, that the new rules do not create unnecessary obstacles to trade or nullify or impair the rights of Members under the GATT.


It is hoped that the proposed analysis by the WTO Secretariat will be available for consideration of the Members sufficiently in advance of the next meeting of the Committee.


__________
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./.


./.


