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1. In accordance with its terms of reference, the Working Party
examined the questicn of the Cuban textile industry. In support
of its case, the Cuban Delegation supplemented the statement
contained in GATT/CP.3/23 by additional statements, factual
information and statistical material on the textile protlem,
Individual members of the Working Party asked the Cuban
representatives to answer specific questions on the struoture of
the Cuban industry, the type of articles produced and the volume
of preductieon broken down by categories, the number of workers
employed, the import figures for the types of textiles produoced
in Cuba, the cost structurs of the Cuban textile industry and the
efforts made to reduce the cnst of production, and to provide
informatisan on other similar points, including statements af

sales and profits and losses of the Cuban textile mills and other
information of a highly confidential neturse, The Cuban represenw
tatives submitted to the Working Party detailed replies in writing
on all those questinns, except in thnse cases where the information
was not available either in Annecy or in Cuba, The Working Party
also Yeceived statements from the U.S. Aelegation which contained
Aetailed factual information nn the question of Cuban textiles.

2, At un early stage in the discussions, the Cuban Adelegation
indicuted that, in its view, the Aifficulties enccuntersd by the
Cuban textile industry could best be solved if the Cuban Gevernment
were allowed to increase the rates on the following tariff items
which have been bound as a result of the Gensva negotiations

in 1947: 134 to 117, 119 to 122, 127, 132 to 135, 137, 138, 141,
1942 and 147, The Cuban delegation also indicated that it was the
intention »f the Cuban Government that the rates on those tariff
items be bnund at a level consistent with the legitimate
requirements of the demestic textile industry, if such action were
approved by the CONTRACTING PARTIES,

(1)

The Cuban representatives took part in the first stages of the
drafting nf the report but, as the Cuban delegation had deecided
to withdraw from the Third Session befnre the report was cun-
sidered hy the Working Party, the Cuhan representatives were nnt
present in the finalstages of drafting or when the Report was
approved by the Working Party.
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3. The Working Porty gave ecrcful cpnsideration to the

statements submitted by the Cuban ond Unitcd Stotes reprcscntatives.
It ®nsidercd that, beforsc cxamining the applicability of any
provision of the Gencral Agrcoment to the Cuban cease, it had to draw
conclusions o8 to the faets of tho situation and the causcs of tho
difficultics pointcd out by the Cuban dclegation. The Chairman ask d
the members of thc Working Party other than the U,S. and Cuban
rceprcscntatives to attempt te draw conclusions on thosc qucstions

cn the basis of a questionnnirc drnwn up by him in consultation with
the two dclecgations prineipally conccerncd. Howcver, thcse members
exprossed the feclin. thot the ¢videncs prescnted by the Cuban and
Unitcd States dolcgations wag, in part, conflieting, that it would

bec neaeessary to clucidate important points of fact in the light of
adcquatc informntion, and that the matter under consideration
prcacntcd certoin tecchnical cspcets in whioch thesc members werc not
verscd. In ccunsequencc -they considercd that, in spitc of all ths
inform~ntion suvpplicd, they werc unablc to reach = dcfinitc conolusion,

4, On 6 July, aftcr having.hcld cizht moctings, the Working Party
docidcd to suspcnd its mcctings and, at its suggcestion, the

Cuban and United States dclegntions agrecd to enter into

cxploratory conversations with a vicw to finding whether thore
cxistcd o sautisfootory basis for nmcgotiations looking towards a
rcvision c¢f some toriff itcms on tecxtilc products containcd in
Schcdule IX of the Gencrel Agrcemcnt against adcquatc compensation
for thc Unitcd Stetcs and, simultancously, whether the two dclcgations
could cgrec on o limited waiver of obligations which the

CONTRACTING PARTIZES nmight grant to Cuba undcr Article XXV 5 (a), also
against adequatc compecnsation for the Unitced States. This waiver
would bc opcrative pcnding the outcome of an indcpcndcent tcechniecal
anquiry which would bec mnde on the situetion cf the Cuban textile
industry with a view to clucidating a number of points of fast.

5. On 1 Augaist 1949, the Cuban and United States Dslcgations
reportcd tc the Working P-rty that thcy-had failed %o agrcc on a
possible bagis for re-ncgotiations, as thc Cuban reprcscntatives
maintaincd that their proposals’ ceonstituted such a basis, whilc
the Unitcd States' rcprescntatives hcld the opposite vicw.

They furthcer reported that thoy had beon unablc to agres on the SOOpeﬂIIb
of a temporary waiver which might be grantcd tc Cuba. At that
meceting, thc dclcgaticn of Cuva supplicd thc list of incrcases
prcposcd in ccrtain ratcs of duty on tcextilc produsts as wcll as
dopica ¢f additicnal cvidcenee and information, alrcady furnishcd

to thc dclcgation of thc Unitcd Statcs during the courss of the
bilatcral conversations, on scme points which had not becn

guvercd proviocusly. The Werking Party took note of the rcpert of

the two dclcgations on the c¢xploratory cunversations and suggcsted
that they make onc morc c¢ffort tec agrcc om & merce limited list of
items fer which Cube would be afforded a temporary waiver of
c¢bligations and cn the tempeorary compcnsation to which the United
Stotecs would be cntitled, if the waiver wcre grantcd by tho
CONTRACTING PARTIES., At thc rcquest of the Cuban rcprcscntatives

for an indiention c¢f what such e list might ineludc, the

United States rceprcescntatives said that a tomperary waiver could be
grantcd on thosc¢ typcs of cotton and rayon fabrics whieh arc

produccd in Cuba, waich arc included im 11 tariff sub-itoms, with the
undcrstanding that if the prcolimincry rcesults of the technical

cnquiry showed@ the nced for a tcmporcry waiver on additional sub-itcems
or produets, thc United States would give sympathctic ecnsidceration
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t to a roquest by tha Cuban Governmcnt for a longer waiver list, this
. additional waivcr to bceome effcetive immedictely after succossful
ncgctiutlon with Cuba without rofcrcncec back to the Working
Porty or the CONTRACTING PARTIES, if the CONTRACTING PARTIES
approvcd of that procecdurc.

6. On 4 Auzust 1949, thc Cuban and United States Delcgations
rerertcd to the Worklng Party that thcy had been unablc to agree cin
a common prcpcsal. Thc Cuban Delcgation bascd its rejeeticn of the
Workinz Party's preposcl to restrict thc temporary waiver tc a mcre
limitced number of toriff sub-items mainly cn the fcllowing grcunds:
it reprcsantcd, in its vicw, net cven a minimal solution to the
Cuban toxtilc crlsis* it woula bs casy tc nullify the incrcases
obtaingeé through the wailver end dcfecat its purpcse by substltutlng
onc group of textilc fabrics (on which the ‘utics weuld remain
unaltered) for the products on which the dutics would be inoreascd;
oanCé sinec the waiver wculd be grantcd ageinst ecmpensation, Cuba
oulé bs paying by mcans of thc compensation for something which
w uld prove incffeetive in practice end would cnly result in a
gerious unbalancing of its customs tariff on textilecs. On the
other hand, the Unitel Statcs Dclogation indicatelC that the demand
of the Cuban Delogation for an emcrgeney walver. on cight items
covcrcd 54 sub-items in the Cuban tariff in which morc than 80 per
ccnt of all United Stetcs textilc cxports tu Cuba were involved,
including a largc numbcr of typcs of textile products not prd‘uoed
in Cuba. In addition, the requeosted weiver would involve inersases
in ratcs of duty ranging from 50 to 130 perccnt in most cascs.

7.” In the coursc of its considoration of the questicn of the Cuban
textilce incustry, the fellowing suggcstions werc made either by the
Chailr or by indivicual mcmbers of the Working Party which they
oonsidcrcd@ might have afforded a solution to the problem submittcd

for their consiacration ha¢ they proved acoeptable tc both the Cuban
and the Unitel Stotes Dologations., Thesc suggostions were as follows:

Jl a) that the CONTRACTIKG PARTIES woull authorize their Chairman
0 arrangce focr an cnquiry to bc condueted as tc the nature and extent
of thc difficultiecs c¢ncountcred by the Cuban textile industry, such

cnquiry tc be completcd not later than 30 November 1949, and to
sonvcene the Working Party after the ccmplcetion of the cnquiry to
examine the ccnelusions of that cenquiry and tc submit reccmmendations
tc the Governmcents of Cuba and the Unitecd States for settlement of
the question raiscd by Cuba.

This proposal was acsceptable to the United States
dolcogation but the Governmcnt of Cuba indiecated that this procedure
would bc acccptable only if, baferc the ond of the session, the
CONTRACTING PARTIES “uthorlsed the Cuban. Governmcnt under the
previsions of Articlc XXV 5 (a) to take some emergoney moasurecs
to mcot the immcdietc requircments of the Cuban textile
industry, pending the outecome cf the cnquiry. As no agreement
could bc rcachcd rcgarding the scope of such a tecmporary waiver,
the Cuban governmcnt felt that suoh an enguiry would not
SCrvec any uscful purposc since they werc prepared tc furnish
all the information rcquired in the coursc of bilatcral
acgetiaticns with the United S;“tes. :
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b)

that the Yorking Party should rceommenl thot thoe

CONTRACTING PARTITES azcccrd sympathctic consgilgraticn to a rcoqucest
submitted by Cuba for a waiver undcr Artiolc XiV 5 (a), provided

that thc

geopc cf such waivcr and tho compensaticn tu be grantcd

to thce Unitc? Statcs were agresd to by the two delczations
conscrncl.

Fer

the rcasons sct cut in paragraph-6,” Thosc (clegations

wers unablc to agrcs on a Joint preposal tc that effcet.

c)

that the CONTRACTING PARTIZS grant %< becth partics a

temporary waivcr of obligations withewt 4atcrmining cither the scope
of the rclcasc grantcd tc¢ thg-Owban Government or the compcnsation

ke whieh

b .

the Unitcd Statcs -would be cntitlcd.

- Thc partics conecrnc’” did not eonsiler this proposal

a propcr solution of the immediate Ciffiocultics and the
Working “Party as a wholc fclt that such a relcasc of
ncgotiated commitments wecull cstablish a regrettable
prcoedcnt, as it weould impair thc bencfits derived from the
Gencral Agreoment and introducc an element of inscourity
which thc Asrcemcnt was inuscndeé to romove from intcrnatiocnal
trade rclaticas,

8., Aftcr oinsilering the visws of thc twe dolcgations prineirally
songcrned the W.urking Party rcports to the CONTRACTING PARTIIS as

follows:’

-~

&)

b)

c)

[

In ordcr to rccommcnd a sclution, the Werking Party had to

cstablish the facts of thc cass, cither on the basis of an
agrecment baetween the two partiss ccnecrnel or on the
bagis of its cwn Julgmecnt. ‘

Thc Working Party notc that thc two partics concerned had
not agrecl on the facts of thc ocasc, an? thc Working Party
itsclf was not in a position to asscss the nature, causes
an® extcnt of the C¢ifficultics cnecountecrcl by the Cuban
textile industry.

Under thesc circumstanccs, thc memdbors of the Working
Party, cxccpt tho Cuben roprcscntctives, ccnaidcred that
no solution eculé be rcached unless substantial agrcemcny
were arrived at betwecen the two partice mainly concernc’,
For the rcesons cutlingd chove the Working Party sugzests
that the CONTRLCTING PARTILES, tcking. notc of the assurance
given by the Unitcd Statcs delegation that sympathctic
gonsiferation will be accordcd tc a rcquest by Cuba for
rcncgotiation of sc¢mc of the Jutics on textilc products,
rccommend thaet the two goveraments procecc wn the above
basig as soon 28 poggibla after the terminciticn ol ithe
prossnt segsion. If any agrecment is foruvhooming '

L
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from any sugh ncgotiations, thc rcvised cGuties

whioch thc two partics concerned would rcoommend be
inscrtcd in the GATT Schedulcs would b6 communicatced
by thc Chairmon tc all contracting partics and if no
objooticn is roiscd within 30 cays by any contracting
party matcrially affoctcd, the rcvised dutics wculd
bcoome cffecctive on the sxpiraticn of a further

30 days. Tie necessary modifications in the text of
the Schedules would formally bec rcoorded in a Protcecol
to bec agrced et the first scssion held by the
CONTRACTING PJARTIZS aftcr thc cexpiraticn of the first
time-limit,



