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PREPARATION OF AN ANALYSIS PAPER BY THE SECRETARIAT


WITH REGARD TO THE MAJOR PROPOSALS ON RULES OF ORIGIN


IN THE TEXTILE AND CLOTHING SECTOR

Proposal by India

The following communication, dated 29 April 1998, has been received from the Permanent Mission of India.


_____________


I am forwarding herewith a paper clarifying India's proposal for preparation of an analysis paper by the secretariat with regard to the major proposals on rules of origin in the Textile and Clothing sector.  It is requested that this paper be circulated among the Members of the Committee.


Preparation of an analysis paper by the Secretariat


with regard to the major proposals on rules of origin in the textile and clothing sector

The following is an attempt to clarify the request seeking analysis of the implications of the main proposals for the harmonization of the rules of origin for the flow of international trade in textiles and clothing and the rights and obligations of Members under various WTO agreements.


The proposed analysis by the Secretariat is not intended to seek interpretation of the provisions of various WTO Agreements.  The purpose is merely to seek clarity with regard to the implications and impact of the main harmonization proposals for free flow of international trade in textiles and clothing.


______________


In terms of Article 1.2 of the Agreement on Rules of Origin, harmonized rules shall be applied equally for purposes of all trade policy instruments including any discriminatory quantitative restrictions, origin marking requirements, anti‑dumping, countervailing duties, etc.  A central purpose of the Agreement on Rules of Origin is "to ensure that the rules of origin themselves do not create unnecessary obstacles to trade" and that "they should not themselves create restrictive, distorting or disruptive effects on international trade".


It is imperative that an analysis of the various proposals be carried out on the basis of these important premises/considerations.


Such an analysis may usefully bring out the implications of the harmonization proposals as they might affect market access in relation to discriminatory quantitative restrictions, origin marking requirements, anti‑subsidy measures, etc. as indicated in the following paragraphs.

Market Access

The textiles and clothing sector is subject to discriminatory quantitative restrictions in certain markets.


One set of proposals for harmonizing the rules of origin for textiles and clothing products does not recognize a number of processing operations as origin conferring.  It is appropriate to analyze whether the origin rules established on the basis of such proposals would or would not impede or distort trade flow/market access.


For instance, Country "A" exports unprocessed textile products to various countries, which do not apply any quantitative restrictions.  Some of these countries, in turn, process these unprocessed imported products into a variety of processed products (i.e. dyed or printed fabrics, various made‑up articles and apparel) and export them to countries applying discriminatory quantitative restrictions.


In these situations, issues such as the following require clarification:

(a)would the intermediary countries be able to continue to process these products and export them to the countries applying quantitative restrictions without any obstacle?

(b)assuming that, in view of the harmonized rules of origin, the intermediary countries are unable to claim the origin of the products on the basis of processing operations undertaken within their territory;

in such situations could the exports from the original country (i.e. country A) to the intermediary countries be faced with unnecessary obstacles?

Origin Marking Requirements

In the above scenario, assuming that the intermediary country owns intellectual property rights with respect to particular designs incorporated in the processed products.  It needs to be clarified, whether in such cases the harmonized rules which do not confer origin to the relevant processing operations, would create obstacles which would prevent it from taking full advantage of its property rights?

Anti‑Subsidy Measures

Article 11.8 of the Agreement on Subsidies and Countervailing Measures provides that:

"In cases where products are not imported directly from the country of origin but are exported to the importing Member from an intermediate country, the provisions of this Agreement shall be fully applicable and the transaction or transactions shall, for the purposes of this Agreement, be regarded as having taken place between the country of origin and the importing Member".


The implications of the harmonized rules of origin for the original exporting country (i.e. Country A) and/or the intermediary country need to be clarified.


_____________


The above are only some of the instances which deserve to be analyzed in view of their potential impact on the free flow of international trade in textiles and clothing.  For obvious reasons, they do not represent an exhaustive listing of the various issues requiring clarification.


It is hoped that the proposed analysis by the Secretariat would facilitate the work of the Committee on Rules of Origin.


__________

