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TARIFFS AND TRADE Limited Distributicn

GENERAL AGREEMENT ON

REPORT BY THE WORKING PARTY ON THE
SIXTH CONSULTATION ON TRADE WITH RUMANIA

I. At its meeting on 5-6 November 1986, the Council established a Working
Party tec conduct, on behall of the CONTRACTING PARTIES, the Sixth
Consultation with the Government of Remania provided for in paragragh 5 of
the Protocol of Accession , and to report to the Council.

2. The Working Party met on |3 November and 2 December 1987 under the
chairmanship of H.E. Mr. J.A. Lacarte f(Uruguav).

3. The Working Party had bhefore it the following deocuments containing
informaticn relevant to its work:

~ L/6237, containing staristics relating to Romaria's trade with
contracting parties in the vears 1985-1986;

- L/6127 and Addenda | ~and 2, containing notifications by
contracting parties con restvictiens on imports from Romania;

- Spec(87)51, a document relating to Romania's balance of payments
for the period 1981-1986.
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4. The
Working Partv.

»llowing report sets down the main points of discugsion in the

General statement

5. The representative of Romenia underlined the constructive ard useful
character of the biennial censultations between his country and the
contracting parties. Remania wos pursuing o pelicy of sustained growth

and of modernizaticon and improvement of its economic structure.
Industrial production had increased by 4.9 per cent in 1985 and 7.7 per
cent in 1986; agriculture and other sectors had alse had pesitive growth.
Development policy was directed al reinforcing the energyv and raw materials
basis of the economy, ensuring & more efficient utilization of national
resources, introducing of techrnical progress and modernizing of preductin-.
This policy had required ¢ensiderable efforts and the allocation of an
important part of national vevenue. It was carried out under difficult
international economic circumstances. Fconomic growth in the past few
vears had been limited to a few developed countries, while developing
countries were still facing sericus financial. monetarv and trade problems.
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6. The development and diversification of Remania's foreign economic
relations with all countries, r 1 of their social végime, was the
crnerstone of Romania’'s external policy. (f particular impertance wa
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7. Lo contracti parties haed declined bv [.8 per cent in 1985
and 9.7 per cent in | greater relativelv decline than that of
Romania's glebal exports, This was part!y ettributable te the decline in

the price of petroteum, which Lad affected revenue from exports of fuels,
2 s 2s well as chemic alb fertilizers and rubber.
exports of theve two cateszeries of products (which
racting parties) was not fully
s, which

made up the bulk of total exports to ¢

mamifectured products
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i-dumping proceed iﬁgs, the multip

8. Rewanian imports from coeprracting parties had ivereased by 8.5 per
cent in 1985, a rate higher than that of tectael imports. In 1986 imports
of machinerv and tools, ceonstruction materials and industrial consumpticn
products had continued to grow, Tmports of fuels, raw materials and

1s (which made up the bulk of imports from contracting parties) as well

s of {mports, had declined. As a result, there
At of Kemonia's totrs]l dimports from contracting

e
han that of toral importe.

9. In 1985 the servicing of Remania's foreien debt had absorbed 37.6 per
Bomania's export earnipgs in convertible currencies; in 14&6
cent, These earnings declined by R.8 per cent in 1985 (in
to 1684Y), and by 5,1 per cent in (8986 (in relation to 1983). In

d to drow on its monetary reserve, which had to be

Pomania thiad ha

stituted in 1GRA. As with other developing countries, the effort to

tb foreizn debt reduced the amcunt of convertible currencies

for impnorts (in the case of Romania by some 50 per cent).
servicing, Romanis could have svoided reducing

the burden of debr
from contracting parties and could possibiy have increased

its imports

them. The pressures of debt servicing was causing ursustainable strain.
Thus, Romania nad decided to anticipate reimbursement of a part of the debt
g0 as to reduce the interest pavments. This would evenrtnally ryesult in

availability of convertihle currencies for imports.
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1. Romania had under particularly difficult external coenditions spared -
2fforts teo encure the growth and the structural adiustment of ite econor.

iInwever, to be successful these efforte needed a faveurable intervarionna:

economic environment. Hig auvthorities heped that common efforts in the
context of the Uruguav Reund would succeed in arresting protectionist
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tendencies and establish a multilatern! trading framework which woutld
secure predictability and increased stability for internaticnal trade and
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thereby for Romania's trade with CATT member countries. More generally,
real solutions should be found te the serions monetarv and financial

problems, by establishing ruleg, mechanisms and 1nst1tutions that would
faveour the develepment of all countries, especiclly the developing
countries. Romania remained willing to pursue its co-operation with other
ontracting parties in the interest of all, and withh the view of
tren0*her1:g the muliilater:! trading svstam.

Romanian Experts and lmpcoits

ta.  The representetive of the FEC said rthat his delegation also took a
constructive approach to the biennial consultoation between Romania and the
contracting parties. Tn 1984-1985 and 1985-1986 Romanian exports to the
Community had dropped bv 17 per cent (3 bhillien to 2.5 billion ECU).
Community exports to Romania had dropped by 25 per cent (1.99 billion to

iy

.3 bilidion ECUN. The trade deficit between the Community and Romania had

heen consistently in Rerania's faveur since 1983, increasing from 1983 te

1285 by oabcur U0 per cent. The deficit was iust under 1.5 billion ECU in
86. Indicaticns for the first guarter of 1987 were that imports and

declined, with exports more than imports. It
¢f the tigures available for 1987, that the
nagnitude as the previous year or slightly
BF tommvﬂl““S statistics and those provided by
a decline in Komania's trade with contracting parties

EOTAN LA DOLI

te the CATT.

which Romania received from the Community represented

15. The GSP bereflits
a considerable tariff advantage. Romania had taken good advantage of it
and was the third largest user of the scheme. Sixtv-one per cent of

Romanian exports had penefited fiom the Community GSP scheme in 1985 and
aithouch this figure (on a provisional basis) appeared to be less in 1986,

the record was still good. However, it should be noted that it was
considerably better for petroleum products than it was for manufactured
products, sc that there was room for improvement in certain sectors. In

response to remarxks made by the Romsnian representative, he said that the
Community did not use the G5P as a political instrument. To put
EffC-Romania tvaae in perspective since the last censultation, he cited the

PRLN

following figures:

Deficit in
Romanian exports community exporis favour of Romania

ECU bilidion

1985 2,911 1,158 - 1,753
1986 2,484 87 - 1,497
1987 550(740) 126(270) - 424 (=470)*

(Jan-March)

1986 Januarv to March,

The deficit remeined ir favour of Romania.
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16, With regard to the progress made on the elimination of quantitatiwve
restrictions pursuant to in particular paragraph 2{(a) of the Protocol .

said that since the last consultation on which the Commurity had reporte-
(gas of 1 January 1985), the number of NIMEX positions liberalized had

amounted to 117, with a value of nearly 25 million ECU. In addition, -
of I September 1987, on 156 pesitions worth 72 million ECU, restrictions
had been suspended. There were furthermore 63 positions in various membe-

States where Romania could export without effective quantitative
restrictions (the so-called '"Testausschreibung” or 'tcutes licences
accordées'", i.e. without ceiling). The remaining quantitative
restrictions represented less than 5 per cent of Remanian exports to the
Community or onlv 2.5 per cent of the tariff positions which Romania used.
As for the introduction of new quantitative restrictions due to the
accession of Spain and Portugal to the Community, these had been made i:
order to align those two countries’ trade régime with the rest cf the
Community. The Community would continue to work towards the progressi:
eliminatien of quancitative restrictions, including those of Spain ane

Portugal.

17. Referring to anti-dumping measures, the representative of the
Community said that it was EEC practice to investigate every complaiunt
before applving measures. In 1986 there had been six cases of
anti-dumping proceedings against Reomania by the Communitv: pla
ball bearings, carbenate of soda, polvester fibres, acrvlic fibr
electric motors; in 1987, three cases of herbicides and again po
and acryvlic fibres. Romanian authorities had been co-operative
investigation of these cases, which were carried out in accordance w
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GATT provisions.

18. The representative of Sweden sought clarification of the dramatic di.
of Romanian imports from contracting parties in 1986, He noted from tl::
Remanian submission in deocument 1./b237 that the share of Romanian imports
from contracting parties had fallen from 43.7 per cent in 1983 to 35.8 1
cent in 1986 which represented ¢ bigger decline than that of total impev’
He pointed out that the commitment by Romanis in its Proteccl of Access
"to increase its imports from the contracting parties as a whole at a
nct smaller than the growth of total Romanlian imports provided for in i

5-vear plans' applied equally when total trade decreuased.

19, The representative of the United States asked how the decline in
Komania's imports from contracting partges related to its commitment ur-”
the Protocel of Accession, and what views Romania had of the likelv
developments of its trade with contracting parties for 1987 and 1988.

20. The representative of Romania said that his countrv's declining
imports from contracting parties was not a unique case; the trend wa:
common with manv developing countries. It resulted from weak demand i
contracting parties' markets for certain categories of products exportod
Romania as well, it reflected the result of existing quantitative

restrictions and pressures on Romanian financial resources due to heavs
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debt servicing which absorbed the bulk of convertible foreign exchange.
Romania's foreign debt was owed to contracting parties and in convertible

currency. The onlv wav of tinancing importe ifrom contracting parties for
Romania was its proceeds from ewports irn convertible currencies. As
Romania's exports declined and the deht service abscrbed about 40 per cent

of convertible currency, imports from contractlng parties also declined.
The decline was not due to anv discrimination on the part ot Romania, but
to insufficient tinancial means in convertible currencies. Romanian
exports toe non-couvertible currencies' countries did pot face the same
difficulties and their increase allowed Romania's imports from these
rollow a somewhat different path as compared to that of the

countries to
lmports from contracting countries. Romanian authorities had endeavoured
te repav its debt. While it was in favour of a global sclution to the
world debt, it had decided {or its part to effect an early repayment of

particulariv leans with high interest rates, thus
iry convertible currency resources for increased imports from
ties. The representative of Romania recalled that, though
contracting parties decreased in 1986, the imports of
¢f goods from those countries (such as machine tools,

ui e and consumption industrial products) continued to increase.

Zi. Regardinuy the decline of Remanian exports he recalled that market
avcess centinued to be hindered by various obstacles, including
guantitative restrictions, whether discriminatory or not. de mentioned in
particular quantitative restrictions applied by member States of the EEC
against Romanian exports of metal, light industry ard chemical products;
restricticns applied by Canada, Norway and Sweden on textiles, knitware and
apperel; and restrictions opplied by the United Stetes on textiles,
knitware, apparel, svnthetic fibres as well as by Finland on apparel and
knitware and other productas. Expert markets had been turther limited by
the fact that quotas had not been increased sufficiently. While the
details of particular quotas would be discussed in other fora, he
nevertheless wizhed o appeal to Romania’s trading partners to show greater
consideration fovr Romania's export pessibilities. Romania was
particulariv interested in the l“t1A]1/ut ion of trade in textiles and
appare! through the elimination of quantitative restrictions which limited
Hnmania’s crports tc developed contracting parties. In the context of the
Fourth Muleoifibre Arvangement, Romarnia had had to renew bilateral
agreements with certairn P{anLTS and had had te accept on a temporary

basis au increase of DFCtGCCIU ist measures. Romania shared the view of
orher developing countries that tre 6 in textiles should be integrated into
the rules and disciplines of the GATT as soon as possible. Other measures
of veolurtary export restraints had also affected Romanian exports of steel

products to the I'nited States and the LEEC,

27. He drew the Working Party's attention to recent developments in the
epplication of certain CG3P schemes and m.f.n. treatment which were of

concern tce his authovities In Romania's view the United States, on the
basis of non-ecencemic criteria and evaluations which were net consistent
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with Romanian realities, had excluded Romania from its list of countries
benefiting f{rom the GSP and a proposal to suspend application of
most—-favoured-nation treatment to Romaniz was currentl!y under consideration
bv the U3 legislative authority. Such developments were conducive to
negative effects on bilateral trade relaticns and tended to
institutionalize recourse to non-—economic criteria in order to introduce
new obstacles to trade.

23. The representative of Hungary expressed his authorities' concern
regarding the slow progress in the elimination of quantitative restrictions
under paragraph 3(a) of the Rcmanian Protocol of Accession. These
restrictions were not consistent with Article XITII of the GATT and should
be phased out without delav. He pointed out that paragraph 3(a) of the
Protocel of Accession provided that no new discriminatory element should be
introduced. However, the accession of Spain aund Portugal to the EEC had
resulted in the introduction of new restrictions. His delegation cculd
not accept the FEC's contention that these new restrictions had been
introeduced to ensure an alignment of the import régime betweea all member
States of the Communitwv.

: The representative of Sweden said that he understood the remarks by

74
the representative of Romznia to mean that Romania's decline ia imports
from contracting parties was due primarily to pressures on Romania's
balance-of-pavments. He therefore invited Romania to bring its import
restrictions maintained for balance-of-payments reasons before the
appropriate GATT forum. He also asked whether Romania would consider
publishing the contents of its bhilateral trade agreements with CMEA
countries. In his authorities' wview this would be in conformitv with

Romania's obligations under Article X of the CATT.

25. The representative of the United States remarked that the
representative of Romania had ncot addressed the question of its commitment
under the Protocol of Accession. She alsc noted that a number of comments
had strayed beyond the terms ot reference of the Working Party. She
cuggested that if Komania had balance-of-payments constraints, it should
consider giving a more extensive report to the Working Party on its
balance-of-payments. With respect to the GSP she szia that this was a
temporarv and unilateral grant of preferences. The United States scheme
gave ample opportunity for comments and consultation as requiced under the
Enabling C(Clause. With regard to the granting of most-favoured-nation
treatment, she said that the terms under which this was extended to Romani:a
was a matter of US legislative procedure and was outside the scope of this
Working Party. She pointed out that the United States did not maintain
any discriminatorv quentitative restrictions against Romanian imports as
provided under paragraph 3 of the Protccol of Accession, and added that
those coeountries still applying such restrictions should be encouraged to
phase them out as soon as possible. Referring to document L/6155, she
noted that the EEC had invoked for the first time the safeguard provision
of the Protocol of Accession of Romania.




90 o
[29]
oo
o

o
[N
D
[02]

ZA. The representative of the HEC expld‘ued that the safeguard clause of

+he Romanian Protocol of Accession had becun invoked concerning a matter of
urea; however, it was 1nnppropr1ate te %1s(u€° it her.. In respcnse to

remarks made by the representative of Remania, he sgaid that the EET was
aware of the Romanian efforts te honour its debt ligaticns to banks and
recognized that this was an important eliement in the overall picture. The
vepresentative of the FEEC expressed doubts about the effactiveness of
antlﬁipate4 reimbursements of deht in reSUIVing trade problems and in
acilitating Romania's trade with contracting parties. Fegarding trade in
textlleo he said that the EEC shared the concerns of Romania regarding the
ezintegration of this trade in the GATT, this was the ultimate goal but
only after a period of readjustment. However the Working Party was not
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the appropriate forum to discuss the matter.
Pl P

27 The Working Partv should be aware that the FEFC and Romania had

- .

accasion to discuss bilaterally some of these probliems. A new hilateral
aureoement hatween the twe countries was heing negotiated and such matters
as rules of crigin and the question of progressive elimination of

quantitative restrictrions were heiag actively discussed. Tne ELC would
continue the ﬁrncre<ine reduction of guantitative restrictions. Tt was
i1 under the Protocol, but recalled that Romania also

1;9—3—\15 other contracting parties, which were set out in

Protocol.

"8, The lewvel ot restrictions which had resulted from the accession of
Spain and Portugal to the Community were minimal and were in accordance

with CATT rules on customs unions. These accessions had also brought
benefits to third countries; their tariffs had been aligned to the lower
ERC rariff. Finally, he supported the view expressed by some members of

the Working Party that if Romania had balance-of-pavments difficulties, the
matter should be taken up in the appropriate CATT forum.

26, The representative of Hungary said that Article XXIV of the GATT did
wt  allow anv contracting party the introduction of restrictions

Ll

inconsistent with Articie NXIIIL.

o

30, The representative of the Uniteus States <cuggested that in the meantime
i S5&

Romania could previde additional information to this Working Fartv on the
measures taken for balance-of-pavments reasong. Sha alsc enquired on the
present status of the FREC's invecation oif the safegunard provisions of the
Protocol of Accession concerning ured.

1. The representative if the EFEC expliained that some member States had
taken selective action against Homanla, as well as against other countries

within and outside Europe, concerning urez. Cepsultations had followed
and at present an anti-dumping regulation was being considered by the

Courcil of the EEC. TF that regulation came inte force, the EEC would
have to consider what action to take. The question did not concern urea

onlv, but also its substitutes.
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32. The representative of Canada said she had noted the Romanian comments
regarding the reduced availabilitv of convertible currency hut this peint
had not been addressed in terms of its eifects with respect to

countertrade. In her opinion, Remania's requirements for counterrrade had

also affected its trade.

33. The representative ¢t Romania said that, in his cpinion, the document
1L/6237 ss well as his statemeut presented the main relevant factors
underlving the evolution of Romania's imports from contracting parties in
1985 and 1986, He also said that his autherities did not consider it
necessary at this stage to resort to the CATI's bhalance-of-pavments

provisions since thev had not introduced anv restrictions to limit imports

from contracting parties. As to the balance-oi-pavments situation the
appropriate information has been provided to the working pavty in document
1./6237, as sreciflied bv the Protoccl. He recalled that early repavment

amounted to a betfter management of the external deht since increasing

repavments of the principal, namely of loans with particularlv High

interest rates, woeuld enable Remanian authorities te spend less convertible

currencies o interest pavments. He alsc said that he did not think
countertrade was affecting exchanues with contracting pavties. With
respect to the gquestison of wired be seid that DI consultations had
nat resulted in o garisfactory sclution, apd it was hopned that a soletion
conld he found wi PoCommission, if not, che matter might be
bronght to the CONTRACTING PARTELES, as provided for in paragraph 4(c¢) of
the Frotecel of Accessicen, Romania might alse consider the possibility of
requesting a consultation under Article .5 ¢ the Anti-Dumping Code.

940 Two members of the Working lavtv reiterated their questions on the

rublicacion of Reomaria's bilateval agreements with CMEA countries as
recuirec by Article X of the GATY, znd on the import structure for
19871988 in the light of Romania's impert commitment under the Protecol.
35. The representative of Romania said that [isures on trade for 1987 and
V98B werve not o vet available. In respect o traneparency requirements

Avticle ¥ efforts Lad been wmade te improve statistical information on
1

a' s trade and other commercial information and the Remanian
He

authoritice were prevared to further improve wuzh information.
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