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1. Trade in Textiles
(a) Report of the Textiles Committee (COM.TEX/53)
(b) Report of the Textiles Surveillance Body (COM.TEX/SB/1181 and
Add.1)

Introducing this item, the Director-General, Chairman of the
Textiles Committee, recalled that at its meeting in October, the Council
had adopted the reports of the Textiles Committee (COM.TEX/49 and 50)
concerning the renewal of the Multifibre Arrangement (MFA), and had taken
note of the 1986 Protocol extending the Arrangement until July 1991. The
Council now had before it the Textiles Committee's report (COM.TEX/53) on
its first review of the operation of the Arrangement as extended by the
1986 Protocol. In conducting its review, the Committee had had before
it a Secretariat survey on demand, production and trade in textiles and
clothing (COM.TEX/W/186) as well as textiles and clothing statistics
(COM.TEX/W/187), an oral report by the Chairman of the Sub-Committee on
Adjustment, and a report by the Textiles Surveillance Body
(COM.TEX/SB/1181 and Add. 1) which was also before the Council. The next
report would provide the Committee, for its second annual review of the
Arrangement in December 1987, a comprehensive picture of the Body's
activities as of the entry into force of the 1986 Protocol. He added
that at its meeting in December 1986, the Committee had agreed upon the
membership of the TSB for 1987. He also informed the Council that as of
4 March 1987, the 1986 Protocol had been accepted by 31 signatories,
counting the European Economic Community as one signatory.

The representative of Hong Kong, referring to his delegation's
statement in the Committee (COM.TEX/53, paragraph 29), noted Hong Kong's
view that the new MFA was more restrictive, had been renewed for a longer
period and with wider coverage, and was an inevitable compromise between
opposing interests concluded at a time of great protectionist pressure --
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based more on politics than on economics =-- in one of the major trading
entities. He had also made reference in the Committee to the production
statistics recorded on page 24 of COM.TEX/W/186, which clearly
demonstrated the healthy state of the US textile industry.
Unfortunately, there was a new manifestation of protectionist pressure in
the United States in textiles, i.e., the Textile and Apparel Trade Bill
of 1987 which had been introduced in the US Congress on 19 February.
This Bill purported to determine that imports of all textiles and textile
products and of non-rubber footwear, as a whole, were causing serious
injury to US domestic producers. On the basis of that blanket
assessment, the Bill provided for quotas on imports from all sources
under each and every category of textiles and textile products and
non-rubber footwear. The textiles quotas would grow at one per cent per
annunm, but the footwear quotas would remain at 1986 trade levels. The
duration of these measures would be indefinite, but there would be a
review after ten years. Compensation to affected foreign suppliers was
envisaged, but only in the form of textile and footwear tariff reductions
limited to 10 per cent and phased over five equal annual stages. The
US President would be precluded from negotiating textile and footwear
tariff reductions under any other US 1legal provision. This blatantly
protectionist bill was claimed by its sponsors to be in accordance with
Article XIX of the General Agreement and was already gaining support in
Congress under the claim that it was a more reasonable and moderate
measure than the Jenkins Bill, on which the Presidential veto had been so
narrowly sustained in 1986. 1In fact, almost nothing about the Bill could
be regarded as in any way consistent with either the GATT or the  MFA.
Article XIX provided for emergency action on imports of particular
products. Not only was there no emergency (profits in the textile
industry had almost doubled in 1986 and a further 20 per cent increase
was predicted for 1987, and increased domestic shipments were predicted
for 1987 by the US textiles industry itself), but Article XIX did not
provide for long-term blanket protection to whole industries producing
several hundred different products, each with quite a different market
situation. The Bill would even include product categories in which there
was no US production and never had been; it would also include products
where the US industry was doing exceptionally well, such as cotton
sweaters, where domestic production had increased in 1986 by six fold
over 1980. As Hong Kong had already indicated in the meeting of the
Surveillance Body on Standstill and Rollback under the Uruguay Round,
this bill, if enacted, would have very serious implications for the
Uruguay Round. First, it clearly violated the standstill commitment
because it was inconsistent with GATT. It was also inconsistent with the
MFA, as none of the existing MFA bilateral agreements providing for
higher than one per cent growth could be honoured under the régime
envisaged by the Bill. Second, the Bill would forestall any attempt to
negotiate liberalization of world trade in textiles and a return of this
sector to the GATT, in accordance with the Ministerial mandate, by
legislating for increased protection for one of the largest markets on an
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indefinite basis and in contravention of the GATT and the MFA. Finally,
and perhaps most damaging for the Uruguay Round, the Bill would
effectively remove US textile and footwear tariffs, which were among the
highest remaining tariff peaks, from the scope of the Uruguay Round
negotiations. If the United States were to do that, what would there be
to prevent other countries from removing their measures from the table,
such as on services and intellectual property? For this reason, the Bill
could only be regarded as a recipe for the collapse of the Round. His
delegation recognized that the Bill was neither proposed nor supported by
the US Administration, that in 1986 the President had vetoed the Jenkins
Bill, an equally dangerous piece of legislation, and that the
Administration had also this year introduced a generic trade bill
designed to promote US competitivity and not to promote sectoral
protection. Hong Kong wished the US Administration continued success in
this latter direction, but observed nevertheless that the Council should
be aware of the dangers posed by the Textile and Apparel Trade Bill;
there was not just the danger that it might be enacted, but also that it
might not, in which case some price might be exacted in terms of promises
to take some other type of protective action on textiles. The Bill
reflected one such promise which dated from the run-up to the election of
the present President -- that future import growth should be restricted
to the level of growth in the domestic market as perceived by the
domestic industry, i.e., one per cent. The most dangerous aspect of
the Bill was its misrepresentation as GATT-consistent. Hong Kong
believed it was important that the Council be aware of the true nature of
this proposed legislation and of the threat it posed both for the GATT
and the Uruguay Round.

The representative of Indonesia, speaking on behalf of the ASEAN
contracting parties, said they had thought that international trade in
textiles would for the next five years be governed by the MFA and the new
Protocol, and that their only worries would be to ascertain that the
few gains they had achieved in those difficult negotiations would be
faithfully recognized in the bilateral agreements. They were therefore
dismayed to see that in one of the major member countries -~ and the
first signatory of the 1986 Protocol -- efforts were being made to
introduce a law to regulate trade in textiles which was not in conformity
with the MFA and its Protocol of Extension. While they realised that
the Bill was not final, and that a number of amendments might be
introduced which might move it in an entirely different direction, they
wanted to make two points. First, the Bill, if enacted, would do away
with MFA IV, the Protocol of Extension, and the bilateral agreements,
thus making of no use, for textile trade with the United States, the
agonizing hours of negotiations of the summer of 1986. Second, the Bill
had been drafted on the assumption that it would be in accordance with
Article XIX of the General Agreement. While the Bill seemed to treat
imports from all sources without discrimination and also mentioned
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compensation, the compensation envisaged would take the form of a 10 per
cent tariff concession within five years in annual stages, on products
under import restrictions. In ASEAN's view, this was not a compensation
in the sense of Article XIX. Their major worry was that the Bill's
sponsors seemed to be giving an entirely new twist to Article XIX, which,
if accepted, would have far-reaching effects on the whole GATT system.
Article XIX could be applied as emergency action on imports of particular
products; 1t was not meant to protect an entire industry for an
indefinite period of time. If the Bill became law, and was implemented,
and if GATT did not challenge its legitimacy, entire industry lines might
come under this kind of protection, not only in the United States, but in
other major trading countries as well. The ASEAN contracting parties'
objective in raising this matter at this stage was to put on record,
without going into other details, that the US Bill's interpretation of
Article XIX was very harmful to the international trading system.

The representative of Turkey associated his delegation with the
views of previous speakers and shared their concerns over the Bill,
While its proponents presented the Bill as an attempt to return to
Article XIX, its elements were far from achieving this aim. He hoped
that the US Administration would make every effort and would succeed in
resisting this proposal, thus eliminating the need to bring this issue to
the Council or any other GATT body.

The representative of Uruguay recalled his delegation's views
(COM.TEX/53, paragraph 26) concerning the important decisions recently
adopted by participants in the MFA and by the CONTRACTING PARTIES in the
textiles field, namely the Protocol of Extension of the MFA, the
Understandings on standstill and rollback in the Punta del Este
Declaration, as well as the decision to undertake negotiations aimed at
the eventual integration of this sector into the General Agreement. His
delegation also attached great importance to surveillance in this area.
Uruguay shared the concern expressed by Hong Kong and Indonesia, and
maintained that whatever altered the balance achieved through the
decisions adopted in 1987 in the field of textiles trade would have
unforeseeable consequences, not only for many countries' economies, such
as his own, but also for the normal development of GATT's activities and
the Uruguay Round negotiationms.

The representative of Pakistan referred to his delegation's
statement at the Textiles Committee's December meeting (COM.TEX/53,
paragraphs 19 and 20) and expressed concern at the timing and substance
of the process to which the previous speakers had alluded. Pakistan
supported Hong Kong's statement. In particular, the proposed US
legislation was not only against the spirit and substance of the Uruguay
Round standstill and rollback commitments, but was being presented in a
way which contravened Article XIX, on which it was purported to be based.
This did not augur well for the Uruguay Round. The Bill had all the
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elements and potential for trade harassment in a sector vital to Pakistan
and to a large number of developing countries. He hoped, therefore, that
the standstill commitment would be observed faithfully in the textiles
area by resistance to any present or future protectionist measures.

The representative of the United States said his delegation had no
objection to the adoption of the two reports. As to the draft
legislation which had been referred to, he noted the US Administration's
opposition to the Bill in the US democratic process, and said that the
legislative process in each country followed its own pace.

The representative of Brazil recalled his delegation's statement at
the Textiles Committee's December meeting that protectionist pressures
had not disappeared despite the favourable prospects for trade in
textiles and clothing in the United States. The Bill was another attempt
to break the rules of the system in a manner totally inconsistent with
GATT. He hoped that the US delegation would report all the arguments put
forward at the present meeting and in this way resist protectionist
measures at home and make good its MFA and Uruguay Round commitment.

The representative of India referred to his delegation's views
(COM.TEX/53, paragraph 23), which included disappointment at the turn of
events which had led to the negotiation of the new Protocol of Extension
and to protest regarding the extension of fibre coverage. 1India had also
expressed concern that the forces of protectionism which had cast a
shadow on those negotiations had still not diminished; the present
situation needed careful surveillance., His delegation supported the
statements by previous speakers and urged continued careful surveillance
of developments.

The representative of Yugoslavia shared the concerns expressed by
previous speakers over the US Bill. She appealed to the TSB and to the
US Administration to observe all criteria in MFA IV in applying its
provisions, particularly to indebted developing countries. Those
bilateral agreements were more restrictive than had been expected when
agreement was reached on the Protocol of Extension. She emphasized the
need for careful review of those agreements by the TSB, and said that ome
year was probably too long a period on which to report to the Council on
protectionist pressures, such as those in the United States.

The Council took note of the statements and of the report of the
Textiles Surveillance Body (COM.TEX/SB/1181 and Add.1) and adopted the
report of the Textiles Committee (COM.TEX/53).
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2. United States - Caribbean Basin Economic Recovery Act (CBERA)
- First biennial review under the Decision of 15 February 1985
(L/5779)

The Chairman recalled that under paragraph 7 of the CONTRACTING
PARTIES' Decision of 15 February 1985 (L/5779), the United States is to
submit an annual report on the implementation of the trade-related
provisions of the Act, and the CONTRACTING PARTIES are, two years from
the waiver's entry into force and bhiennially thereafter, to review its
operation and consider if in the circumstances then prevailing any
modifications to or termination of its provisions are required.

The representative of the United States said that his Government
expected to submit in the near future its second annual report on the
Caribbean Basin Economic Recovery Act (CBERA) in keeping with the terms
of the waiver. This report would contain an assessment of the impact of
the trade-related provisions of the Act, as called for by the waiver,
based on trade through the end of 1986.

The representative of Cuba said that her delegation had expected at
the present meeting a thorough analysis of the operation of the Act, and
asked that such biennial reviews be carried out with sufficient advance
notice. She said that Cuba's position on the Act was reflected in the
report of the Working Party (L/5708) and in the Council minutes. Cuba,
as a Caribbean country, had obtained scant results from the Act; this
contrasted with the Act's objective which was to develop the economy of
the Caribbean region. A number of protectionist features had appeared,
covering products of interest, such as textiles and leather, to
beneficiaries of the Act and causing a decrease in trade between this
area and the United States. She quoted statistics to this effect from a
1981 study by the US Department of Commerce.

The representative of Nicaragua said that his delegatiom, too,
deplored the fact that the United States had not submitted a complete,
exhaustive report in writing on the results of the implementation of this
Act, Nicaragua had made clear in the Working Party its position that the
Act was discriminatory in character, and had sent a letter to the SIECA
Secretary-General pointing out its negative effects.

The representative of the United States said that the second annual
report on the Act was in the final stages of preparation and would be
submitted to contracting parties very soon. The main reason for the
delay was to include data for the full year 1986, not available until
mid-February, so as to make the report more complete and more useful.

The representative of Australia said his delegation considered that
the question of the review of the operation of the waiver should be
addressed when contracting parties examined the US report. He proposed
that this item be deferred until the next Council meeting.
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The Council took note of the statements and agreed to revert to this
item at its next meeting.

3. Customs unions and free-trade areas; regional agreements
- Third Lomé Convention (L/6109 and Add.l)

The Chairman drew attention to document L/6109, containing
information on the Third ACP-EEC Convention of Lomé, which had entered
into force on 1 May 1986. Very recently, delegations had received copies
of the text of the Convention, which was circulated with document
L/6109/Add.1.

The representative of the European Communities said that while the
Convention was voluminous, the main differences between it and the
previous Convention did not involve trade matters.

The representative of Canada said that while his delegation
appreciated the basic objectives of the Lomé Convention, Canada reserved
judgement as to its compatibility with the legal requirements of the
General Agreement, and maintained the view that the Convention could in
no way be considered as affecting Canada's rights under the General
Agreement. ’

The representative of Colombia sajd that while his delegation
welcomed the renewal of the Lomé Convention, it would nevertheless
propose that a working party be established to study its compatibility
with the General Agreement.

The representative of Jamaica referred to the discussion at the
February 1987 Council meeting on the European Economic Community's
Agreements with Austria, Finland, TIceland, Norway, Portugal, Sweden and
Switzerland, and asked if different treatment was accorded to such
regional agreements between the Community and other industrialized
countries, than was accorded to agreements such as the one presently
before the Council,

The representative of the European Communities said that the earlier
discussion referred to by the representative of Jamaica had related to
Agreements which had already been examined in working parties in 1973 and
1974 and which had not changed, whereas the Third Lomé& Convention was, in
form at least, a new Agreement.

The Chairman said that the views expressed at the February Council
meeting on the applicability of the biennial reporting requirement had
been statements of individual positions which had not been put to the
Council for endorsement. He then proposed that the Council take note of






