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1. The Textiles Committee held its second meeting under the extended Arrangement
on 11 December 1979, and considered the following subjects:

(2) Annual review of the operation of the Arrangement;

(b) Report of the Technical Sub-Group on textile documentation;

(¢) Analysis of the current state of world production nand trade in textile

products;

(d) Adjustment assistance measures;

(e) Membership of the Textiles Surveillance Body for the year 1980;

(f) Preparstion for the major review of the Arrangement in 1980.
2. At the outset of the meeting, the Chairman informed the Committee that forty
partiss to the MFA had accepted the Protocol of Extension, two of which (Bolivia
end Egypt) had accepted it subject to completion of internel procedures. Thus,
four former partiecipants in the Arrangement (Australia, Niesragua, Norway and
Spain) had not so far =zccepted the Protocol extending it. Furthermore, Argentine
and Paraguay had not yet confirmed their original accevtance of the MFA, nor had
they accepted the Protocol of Extension. EHEe rcferrced the Committee to
document COM.TEX/12/Rev.l giving the status of scceptances as of L4 December 1979.

(%) Anpual revi.w ~f the operation of the Arraazerent

3. The Chairman drew cttention to Article 1C, parngraph 4, of the Arrangement

under which the Cormittee was required to review its operation once a year and

report thereon to the GATT Council. This was the second snnual review to be
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conducted by the Committee under the extended Arrangement. He referred the
Committee to the report by the Textiles Surveillance Body on its activities
during the period from 21 October 1978 to 30 November 1979, contained in
document COM.TEX/SB/519 and 519/Rev.l with respect to the French text only.
This report was prepared to assist the Commititee in its review of the
Arrangement as provided for in paragraph 4 of Artiecle 10 and also in
fulfillment of the obligetion under Article 11, paragrephs 11 and 12, which
required the Body to review all restrictions and bilateral agreements entered
into by participating countries and to report annually its findings to the
Textiles Cormittee.

L. A large number of representatives expressed appreciation of the TSB's
report and raised certzin points contained therein as regards the menner in
which the Arrangement was being irplemented during the period under review.
These, for the most part, hinged on delay in notifications, growth rstes,
swing and flexibility provisions and departures from the provisions of the
IF4, as well as cert=in specific difficulties encountered by participating
countries. A summary of the statements mnade under this agenda item is given
in peragraphs 6 to 52 below.

5. In the course of the Committee’s review of the overation of the
Arrnngement, several delegations related the question of devartures with the
guostion of a2djustment assistance measures. They stressed the need for the
Cormittee tc exnmine this mntter in depth before conducting the major review.
A summery of the discussion which took place on this issue will be found under

item (d) below "Adjustment assistance measures”.
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6. The representative of Colombia said that in adhering to the MFA, all
developing countries had been confident that both the spirit and the letter
of the fArrangement would be respected. thermore, in sccepting the
Protocol extending the Arrangement, they hed been convinced that the
Understanding reached by the Committee on 14 December 1977, would be observed
in all its provisions, which .included, inter alia, the need to ensure the
expension of trade in textile products particularly for the developing
countries.
7. However, the experience of the developing countries had been far from
satisfactory. This was confirmed by the hard facts of the international
textile trade, as recflected in the documents before the Committee, and as
emanating from a perusecl of the TSB's report. The inference to be drawn
from these documents was that the MFA was being transformed, in gencral
terms, into an instrument of discrimination against the interests of the
developing countries and that there had been systematic erosion of the spirit
end the letter of the Arrcongement. Another inference was that while
adjustment programmes were not being carried out, there was 2 recrudescence
of protectionism in the form of increased restrictions, to the detriment of
developing countries.
8.  Referring to the TSB's report, he pointed out that in spite of the
provisions 1aid down in Article L4:4, there had continued to be long and
inexplicable delays in the notification of certain bilateral sgreements to
the TEB; far beyond the thirty days of their effective date, or even after
they had expired. As regnrds the consultation previsions for est~blishing

restraints under the "basket cxit’ system contained in certain bilateral
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agreements, he underlined the observation by the TSB that the consultation
mechanism must be supported by a clear demonstration of real risk of market
disruption. This, he said, was a matter of permanent concern to developing
countries.

9. He also referred to the so-called "abnormally low prices" clauses
appearing in some bilateral agreements concluded by a "major participant",
and which were found by the TSB to fall outside the framework of the MFA.
Another point he drew attention to related to the margins of flexibility laid
down in paragraph 5 of Annex B. Although in some cases the TSB had accepted,
without sufficient evidence, that the right to swing had been waived for
special considerations, it had correctly interpreted the Arrangement when it
concluded that the flexibility provisions prescribed therein represented the
minimum permissable percentage figures. This stipulaticn, although binding
to all had not been respected in many instances.

10. The way in which the "minimum viable production" clause had been
resorted to was a matter of great concern to developing countries. Clear cut
recognition by participating countries had been given to the validity of this
clause, in appreciation of difficulties, faced by those countries having
small markets, high level of imports and low level of domestic production.
But in some cases the interpretation of the clause had been stretched beyond
both the letter and the spirit of the MFA, leading tke TSB to cbserve that
paragraph 6 of the Conclusions reached by the Textiles Committee in

December 1977 could not be invoked as a general waiver.
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11. On the question of reasonable departures, Le recalled that such
departures could only be temporary, and that participants were required to
return, in the shortest possible time to the framework of the Arrangement.
The rdle of the TSB as the conscience of the MFA should be strengthened. As
the only surveillance body incorporated in a Multilateral Arrangement, it
served as an experiment to test the possibility of setting up similar bodies
for other international trade activities.
12. The representative of Indonesia said that since his country was a new
entrant in textile markets, it had a very small past performance and was a
relatively negligible supplier. Therefore, the provisions of Article 6 of
the MFA were applicable to Indonesia, as well as to other developing countries
in a similar position. Referring, in particular, to paragraphs 2 and 3 of
this Article, he pointed out that restraints on exports from such countries
should normally be avoided. However, certain countries had found it necessary
to enter into bilateral agreements with Indonesia. These, including a visa
system arrangement, did not stipulate any kind of quantitative limitations.
Nevertheless, under the consultation agreement, the possibility of introducing
quantitative limitations on exports from Indonesia was provided for.
13. 1In conformity with the spirit and letter of the MFA, Indonesia had fully
co-operated with its trading partners and had fulfilled all the obligations
required of it under the agreements it had concluded, such as "double checking”
measures, export monitoring, and export licensing. A special decrece for this

purpose had been enacted to ensure thc orderly develooment of trade with its
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trading partners. He expressed the hope that the participating importing
countries, for their part, would ensure that Indonesia's rights under

Article 6 would not be curtailed. He stressed the importance his delegation
attached to the need for a clear interpretation of market disruption with
respect to small suppliers and new-comers having full regard to their
legitimate interests.

14. He further drew the attention of the Committee to the problems encountered
by his country as a result of fraudulent practices; textile products not

produced in Indonesia had been exported by third parties as being of
Indonesian origin. He said that his Government had tzken necessary steps to
prevent such practices, and hoped that other governments concerned would do
the same. Furthermore, he urged importing countries not to take restrictive
measures agzinst those exporting countries victims of such malpractices.

15. The representative of Poland said that the TSB, as shown in its present
and earlier reports, had follcwed closely the implementation of the Arrange-
ment, and had noted all measures inconsistent or even in contradiction
therewith. The observations and recommendations made ty the TSB constituted,
in his view, an appreciable contribution to a proper interpretation of the
provisions of the Arrengement. His Govcrnment considered the objectives,
principles and the provisions of the Arrangement as remaining in force. Any
departure from the MFA as envisaged by the Understanding reached by the
Textiles Committee on 14 December 1977. was admissible only under special
circumstances which should be duly justified. and provided that they fell

within the framework of the Arrangement. Thus, no restrictive measures

should be instituted if not provided for in this instrument. He considered
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that in order to solve the difficult problems of international trade in
textiles, the provisions of the MFA must be respected and that the observa-
tions and recommendations by the TSB should be taken fully into account.
16. The representative of India observed that the present meeting of the
Committee was the first to be held after the CONTRACTING PARTIES had received
the results of the Multilateral Trede Negotiations, under which the textiles
sector was barely touched on the argument thet non-teriff measures in this
area were covered by the MFA. This was regrettable since the perspective of
the MINs was broader, wider and more long term than the temporary MFA. Even
in tariffs the results were disappointing. The fect that trade in textiles
wes the only sector provided with rules for selective action had resulted in
restraints being imposed on exports of most developing countries in most
developed countries, while exports of most developed countries continued to
be free of restrictionms.
17. Referring to the TSB's report, he expressed concern with certain
elenents contained therein, such s late notifications, coverage of non-¥I'A
fibres, reduction in growth rates or even cut-backs; =and reductions or
absence of swing provisions. These elements tended to introduce rigidity and
made it difficult for countries to fully utilize quotes. Minimum viable
production clauses had been invoked separate from viability of production in
the economic sense. Furthermore, the real reason for the inclusion in the
Arrangement of provisions concerning handloom products had often been lost
sight of Gue to lack of proper certification arrangements, and such tendencies

must be viewed with concern by all parties concerned.



COM.TEX/wW/68
Page 8

18. Another aspect for concern had been the crosicn of disciplines of the
MFA, thus tending to alter its basis and objectives. As in the past his
delegation emphasized the temporary nature of departures, and recelled that
it had been agreed under the Protocol thet the parties concerned would return
to the MFA as soon as possible, i.e. before the end of its life-time. The
continuction of departures had introduced elements of uncertainty, inequity
and~ambiguity. The Committec should therefore review such departures to see
how far these hed been made use of, and what steps that could be taken to
ensure that they remsined temporary.

19. The representative of Xorea said thet contrary to the spirit and the
letter of the Arrangement, its provisions had continued to be used es means of
imposing restraints on exports of textiles from the developing countries. On
the otﬁerhanddeveloped exporting countries werc not under restraints in the
developed markets, and their exports constituted the larger shars of developed
countries total textile imports. He found the contention that only imports
from developing countries could causc disruption =s hardly convincible and
inequit~ble. Thus, while reserving the right to seek a review of the concept
and criteris of market disruption =t an appropriate time, he urged that the
relevent provisions of the MFA should be strictly applied. The introduction
of the concevt of cumulative disruption by scome importing countries would
have the effect of freezing the present market shares of the developing
exporting countries, and this was inconsistent with the provisions of

Article 1:3 of the MFA.
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20. Referring to the question of departures, he underlined their temporary
nature and concluded that these provisions, as set out in the TSB's report,
had not been faithfully observed, and there had been a growing tendency tc a
generel application of such departures without distinction. Furthermore, no
party concerned had so far returned to the framework of the Arrangement.
Thus, these provisions should not be abused, otherwise the language of
reasonable departure should be reconsidered. The same theory would apply to
the so-called MVFP clause.
2l. As to the r8le of the TSB, he expressed his delegation’s appreciation of
the activities of the Body, its positive involvement in examining various
agreements, its fair judgement and its right guidance and effective
recommendations to the parties concerned. He said the TSB's responsibilities
to ensure a smooth implementation of the MFA had been growing, and believed
that this should be accompanied by an improved mechinery and authority for
the Body.
22. The representative of Brazil observed that there was = growing tendency
by parties to concentrate only on Articles 3 and 4 of the Arrangement, thus
leaving aside three provisions under Article I which stated that: (a) it
m2y be desirzble in the next few years for special measures to be applied
with the 2im of eliminating the difficulties that exist in the field of
textiles; (b) the basic objectives shall be to achieve the expansion of trade,
the reduction of bharriers; =nd (c) the principal aim shall be to further
economic and social development of developing countrics and sccure a

substantiel increase in their export carnings from textile exports.
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23. Since the drafting of this language, a Protocol for the extension of the
Arrangement had been negotisted. Now half way through the extended neriod
and before the major review, his delegation was concerned with current
tendencies. In the spirit of co-operation the concept of reasonable
departures had been accepted. This acceptance was on the understanding that
departures would be temporary, and that the basic objective of this “waiver”
was to enatle those parties to the Arrangement which were facing severe
problems. to adopt necessary structural adjustments in order to pursue the
objectives of the Arrangement. He stressed, therefore, theat it was essential
for those parties to return to the basic terms of the Arrangement. and not to
live by a “waiver®.

2L. His delezation further ncted that restrictions were being inposed on

n increesed share cf the

[$]

imports from developing countries eni 28 a result
domestic markets in importing countries was being taken up by imports from
other develcped ccuntries.

25. The revresentative cf Hong Kong, ccmmenting on some of the agrecments
notified and reviewed by the TSR, said that in certaln cases whare agresments

kad no rrevisions for swing, the T8B had assumed that the two varties had

any inecentive feor tho experting country concernzd to Jo so.
" e (= v

The acsence ol cerry over znd carry forward in certain a2greements had nct led

she 758 to the conclusicn that they were not in conformity with the Arrangs-—

mint. Furthermors. some agreoements with restreoint limits reoprecenting sovers

cutbans had been justified on the grounds that they were jointly agreed
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reasonable departures. Thus, heving reached the mid-point of the extended
period, it was time for the Committee to take stock of what provisions of the
MFA had been “waived" or “ignored”, and what was left of the checks and
balances so painstakingly built into the MFA.
26. Referring to paragraph 5:4 of the Understanding reached by the Committes
on 14 December 1977. he said “the return in the shortest possible time' could
not mean the lifetime of the extended MFA. It was thercfore pertinent now to
ask when the participating countries which had had rccourse to the departure
provisions intend to return to the fremework of the MFA. It would not be
unreasonable to expect those participants to start taking steps towards the
goal of returning to the framework of the MFA. The steps taken, and how fast
these would have the effoct of returning to the MFA, would certainly have a
bearing on how the develeoning exporting countries, against which the
departures had been invoked, see the future of the Arrangement. It was by no
means & foregone conclusion that a further renewal of the MFA would be
supported, particularly by those from whom depertures had been exacted; wnuch
would depend on the steps taken by importing countries.
27. Tinally, he agreed with the delegate of Indonesia, thet the question of
fraud end circumvention of the Arrangement should be examined by the Committee.
28. The representative of the Philiopinecs, referring to the difficulties of
the parties to the Arrangement to live by its terms and conditions, wondered
that they still managed to conclude bilateral agreements thereunder. He
suggested. therefore, that in the rcmaining period of the extended MFA, the

TSB should give more attention to the requircments of equity in the
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implementation of the MFA. In his view, the best course of action would be
for participating countries to move awey from rigid to more imaginative and
flexible interpretation of the MFA. In the implementation of the MFA,
parties should be guided by the principle of equity, having due regard to
the abilities of the individual importing countries and the indivicdual needs
of' exporting countries.

29. The representative of Singopore observed that the report of the TSB had
shown ecrosion of certain benefits which developing countries had hoped to
derive when subscribing to the Arrangement, perticularly in respect of swing
and flexibility provisions. Given a trend of low growth rates in ccrtain
bilateral egrcements, the importing countries concerned should at lezst
attempt to keep their departures to a basic minimum and should avoid, at all
costs, reductions in net access. He further thought that to the oxtent
possible, the rSle of the TSB should be strengthencd.

30. The representative of Malgysia, referring to the extensive list of

measures taken under the Arrargement and the variations therefrom, as set out
in the TSB's rsport. expressed concern over how far reasonable departures

had been stretched, Mot only growth raotes and flexibility provisions zs
prescribed in the MFA hed 211 becn curtailced, but 2lso there hed becn
increasing attempts to move towards the grey areas and moking it mere diffi-
cult for developing countrics to air their gricvances in the TSB. FHe
recalled that paragraph 5:3 of the Understanding rcoched by the Committee on
14 December 1977, was accepted in good faith as 2 short-term mcasure to

enabl: one major participant to solve its pressing probloms. As evidencad
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in the TSB Report, other importing countries had invoked parsgraph 5:3. This
parsgraph had been accepted by his country in the light of the assurance given
by the importing countrics to newcomers and small producers and in the light
of paragreph 5:4 stipulating the return to the framework of the MFA.
31. The multi-variety of ways in which the flexibility requirements hed been
treated in bilateral agreements indicated the probable areas of violation of
the letter and spirit of the MFA provisions. He cxpressed concern that the
swing provisions did not oscillate any more in many cases and supported the
TSB's vicw thet “'swing’ was one of the essential clements in agreements made
under Articles 3 and 4 of the MFA. As regards the minimun viable production
concept, he associated himsclf with othcr delegates who had spoken of the
unreasonable manner in which this concept had been resorted to. He under-
lined the observation by the TSB that the MVP provision could not be invoked
as a general waiver of particuler obligations urder the Arrongement, and said
that those countries which had used the MVP excuse to curtail flexibility
shculd rcturn to the provisions of the MFA. He stressed that it was time for
the Committee to consider how those participants who had utilized departurecs
woere attempting to return to the framework of the MFA, and to cnsure that
there was a genuine resolve to such a return.
32. Referring to the point made by the representative of Indonesia regarding
the question of fraudulent practices in textilc experts, he said thet this
was 2 metter of concern for all parties, and should be taken up by the
Coermittee. In this connexion he pointed out that such practices were only

possible if there was connivance between importers and cxperters.
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33. The spokesmen for the EEC, commenting on the remarks made by exporting
countries, said that the Community had no reason to believe that the MFA had
been implemented without due regard to the interests of the developing
countrics, whose exports to the Community had continued to grow appreciably
under bilateral agreements which werc less restrictive than some cxporters

had feared. General policy was determined by the situation in the Community's
textile industry which remained critical. In present conditions. and in the
absence of any evidence of liberalization in the rest of the world, either in
importing countries or in a number of traditional exporting countries which
were beocoming increasingly important merkets, a general change of policy could
nct be envisaged.

34. On thc question of reasonable departures, he rccalled that in 1976 the
Community had found Itself in a position where some limited and temporary
departures from the MFA as originally conceived had becomc ineviteble. This
was beccuse the rate of imports into the Comnmunity from certain ccuntries had
reached a level incompatible with the orderly ond equiteble developicent of
trade. In this respect, he noted that one of the basic objectives of the
Arrangement was not only to achieve the expansion of trade, but also to ensure
the orderly and equiteble develomment ¢f this trade and the avoidance of dis-
ruption. Thus, the Community had to nmake o cne~-time adjustment of these
imports, bearing in mind in particulsar the expectations of newconers and the
linited czpacity of the Community merkets for further ebsorption of low-cost
imports.

35. The Community recognized the danger <f drift in the interpretation of
the exterded !FA. The limited use made by the Commaunity of paragreph 5:3 of

the Understanding reached by the Cormittee in 1977 had becn clearly defined
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and demonstreted in the TSB report. The Community's "departures” were con-
ceived as necessary measures to correct an aberration in the development of
'its textile trade relations with developing countries. This had been achieved,
and the Community remained committed to the position taken in 1977 with regerd
tc the temporary character of “reasonable departures’.
%. With regard to the comments made on delays in notification, he said that
despite the complexity of the Community's internal procedures, progress had
been made to speed up such procedurcs and that the bulk of the agreements had
already been notified to the TSB. Referring to the peints raised with respect
to fraudulent expeorts, he said that this was a matter of greet concern to the
Community. It was important that all trading partners should respect the
provisions of bilateral agreements cconcluded under the Arrangement. The
Comrunity was locking for close co-operation with the exporting cocuntries
which had been abused, with a view to preventing fraud.
37. The reprcsentative of Pokistan recalled that the Arrangenent was designed
as a temperary instrument, to provids in a short period of time for a return
to a nornal réginc in internaticnal trade. The interests cf imperting and
exporting countries had been carefully balanced ir the iLrrangement. However,
in practice it had been used as an instrument to provide a legal basis for
discriminatcry restraints against exports from develcping countries.
Bilateral agreements, or unilateral actions roported to the TSB had hardly
ever referred to exports from developed cxporting countries; intra-trade of

developed ccuntries remained untcouched by this instrument.
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38. Experience with the renewed MFA had been even less satisfactcry then
the MFA in its original form. Whet had been thought to be a special dis-
pensation to one major developed importing perticivant, created 2 climate
whereby all major end ninor developed importing countries imposed agreements
on their developing trading partners. which &id not correspend to the WFA
neither in spirit nor in substence. Developing countries cculd not refuse
such agreements, since the alternatives were worse. He endorsed the pcints
previously made that one cf the adverse cffects of the Arrangement, was the
exclusion of the textilc sector from the MINV, and that the results of the
operaticn of the extended MFA would greatly influence the position of

devcleping countries regarding the future of trade in textiles and the MFA.

39. The representative of the United States said that neither in the letter

n instruncnt which operated in

[l

nor in the spirit could the MFL be viewed as
a never-changing situation. The United States had coptinue i ond would con-
tinue to offcr the coprmertunity to share eny growth in the domectic niorket

with its trading partners. He peinted cut however, that it aprcarced that
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his country was meving ints a new cra for textiles; the pe
growing cnly slightly, toxtile conswniption was already the highest in the
world, and thoere was a decline in real incone. These elements were
unfaveursble to both the demestic industry and the trading partners for the
years cheed. lils delecgetion was; however, of the view that the MFA had,
within its provisions, to rccognize these basic changes.

LO. ile concurred with other delegates that = strong TSB was neccssary for
the cffective cperaticn of the MFA. His delegation would like te bs asso-

iated with the views oxpresscéd by several cthers on the impertence of
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sclving the problem of circumvention. This fundamental task, essential for
the preper end effective operation of the MFA, must seriously be eddressed

to by all participeting partics.

L1. The represcntetive of Sweden said that his Government had consistently
tried to refrain from taking trade restrictive measures. This liberal policy
had led to 2 very high degree of import penetraticn in some sectors particu-
larly with regard to textiles, wherce impert penetration had now recached

76 per cent, and for scverel impertant products, it surpassed 9C per cent.
Sweden's producticn of clcthing had zone down very ranidly as shown in

Table 1 of document COHM.TEX/W/€3, giving prcducticn indices with 1973 as
base year (100). The figurc for Sweden fer 1978 was S1. bty far the lowest
Tigure for ony country in that tatlc.

42. In thc negotiaticns leading to the prclongation of the MFA. the Nordic
countries had sought a greater understanding within the Arrangenent cof the
difficultics cneountercé by them. This was reflected in poragrarh 6, of the
Understanding reached by the Cermittec in 1977, which confirned the so-called
ferdic clause in the MFA. It was evident that Sweden, beins in o nore
Gifficult situaticn than any of thc other imperting particidants, had to ask
for the understanding cf a few of its trading partners, in the form of
departures accerding to the Prctocol cof Extension; understanding which it
had 2lso goct. The possibility of making mutuclly agreed departurcs. was in
fzct a prerequisite for Swoden to adhere to the extoended MFA, which it had

signed cnly aftor long and serious consideration.
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43, As far as Sweden had been able to ascertain, the main concerns of the
TSB, when examining agreements entsred into by Sweden and its trading
partners, had related to the question of fibre coverage and flexibility.
Steps, to the extent possible at this juncture, had been taken by Sweden to
meet such concerns in spite of the difficulties experienced in the textile
sector. Referring to document COM.TEX/W/53, he pointed out that Sweden, in
terms of per capita, was the world's biggest importer of textiles and clothing
from develoring countries.

Li, The representative of Colombia in responding to the point made by the
Swadish delegate concerning the liberality of his country’s commecrcial trade
policy, rcferred members to Teble 10 of COM.TEX/W/63. BRetwaeen 1973 and 1978
it could be seen that the sharc of developing countries in Sweden'’s imports
of clothing had declincd in contrast to imports from developed countrics
which had increased. This had lcd him to conclude that such literal trade
rolicy had not been directed towards developing, but towards develcped
countries.

45. The representative of Egypt said that for developing countries, the
textiles sector which provided employment to the abundant labour available,
represented by far the most important sector in the industrial fieid.
Therefore development programmes and rate of growth in these countries
depended to a larze extent on the expert earnings from textile preducts.
This sector in fact demonstrated the benefits of international division of
labour c¢monating from the principle of comparative advantage. Application
of this ecoromic and simple principle would nc doubt benefit developed and

dceveloping countries alike.
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46, He recalled that the MFA was designed as an instrument to further the
expansion and liberalization of trade in textiles. It was thus evident that
the provision of reasonable departures should be applied only under very
exceptional circumstances and for as short a period as possible. Any
departure from the provisions of the MFA should be temporary, and his dele-
gatior was against the perpetuation of a transitional solution.

L7. The report of the Textiles Surveillance Body was useful in that it
reflected, to a large extent, the state of affairs which prevailed during
the yeor under consideration. He shared the concern expressed by nany
delegetes over certain elements contained in the report.

L3. The representative of Mexico expressed his country's concern over the
current situation of internetional trade in textiles, as could be inferrsd
from the documentation before the Committee. The TSB's report had shown a
nunber of negative elements contained in the bilatersl agreements notified to
it, He recalled that in 1977 when participating countrics had accepted the
Protocol extending the MFA, the Understanding then reached by the Committee
contained a series of provisions, constituting a balanced package. During the
first two years cf the extended Arrangement it seemed that only paragraph 5:3
had been taken into zccound exclusively, leaving cther paragraphs aside.

49. In this connexion, he pointed out that paragraph 3 of the Understanding
stated that if the situation regarding trode in textiles was not dezlt with
satisfactorily it could work to the detriment of countries participatin: in

international trade in textile products, whether as importers or exporters or
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both. Paragrarh 9 emphasized mutual co-operation as the basis for promoting
the objectives of the MFA. Half-way through the life of the Arrangsment 2
extendea, the situation was grave and serious. It was therefore essential
that the major review to be undertaken by the Committec in 1980 should be a
serious exercisc with an in-depth preparation.

50. The representative of Japan said that his country believed that the MFA
cantinued to nlay nn effective rdéle in the stable development of world textile
trade, thus providing the means for reconciling the interests of exporting
countrics with thosc of the importing countries in o spirit of co-overation.
Without the Arrangement. textile trade might have deteriorated. In this
connexion, it was the belief of this delegation that flexibility end growth

=5 stipulated in the provisions of the MFA should te had AQue regard to as far
s possible in Its apwrlication,

S1l. The revresentative of Switzerland poirnted out that his country 4id rot
fiqure in the TSE report 2z conc maintaining quantitative restrictions. ik
rzenliled thnt the MPA was designed to provide co-cperative and constructive
action within a multilateral framework, so as to deal with the textile
situation in such o way as to premote on ~ sound basis the development cf
production ané the expansion ¢f trad:., In this respect, his delegation
understood the preoccupation expressed with regard to departures. and the

55 achioved in the MTii for the textiles sccter. Nevertheless.

it ghould te borne in mind that the restrictions in question censtituted. in

most eanos, derogntions from impert r@gimes which were in orinciplc open.
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exceptions, were closed, cud the multilateral trade negotiations revealed
that dispositions to start liveralization in the textile sector remained very
limited. Thus, it would be difficult for a country like his own to maintain
its policy of an open market, where its industry in the face of increasing
competition had made the necessary and often painful adjustments, and still
to be denied the possibility of competing with products for which it had
made such adjustments.

52. He therefore appealed to exporting countries, nct only to seek increased
access for their products in the export merkets, but a2lso to make every effort
with a view to facilitating access to their own merkets. This wowld enhance
their competitive position in the long term. In this domain, they could start
with those items which were not produced domestically for technological or
gconomic reasons.

(b) The Report of the Technical Sub-Group on Textile Documentation

53. The Chairman recalled to the sttention of the Committee that, at its last
nuating fn Cetober- 1278, it hat  agreed that the Technical Sub-Group on Textilc
Documentation would mect early in 1979 to review the operation of the
statistical reporting scheme and to consider the question of reporting on
adjustment assistance mecsures. Following this, the Sub-Group h2d met on

22 Merch 1979 and the report by its Chairman on the discussior which took

place in the Sub-Group had been circulated to the Cormittee in document

COM.TEX/1lL of 8 May 1979.
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Sh, In introducing the report, & member of the secretariat on behalf of the
Chairmen of the Technical Sub~Group, referred to the moin points that had
arisen from the deliberations of the Suwb-Grour. Firstly, he vwointed out that
regarding the striisticel reporting scheme, the Sub-Group had been of the
opinicn that improvement in the content 2nd coverase of the scheme could be
achieved, and that the statistics should be regularly circulnted to mermbors
of the Textiles Committee. In connexion with the statistical reporting, the
question of whether handloom fabrics and products should be includzd in the
reporting scheme had been raised. However, ro consansus could bz reached

on this matter ond it had been agreed that it would be put before the
Cormittee for further considornticn.

55. Sccondly, conceraing the analysis of developments in production and
trade, he noted that at the last meeting of the Textiles Committee it had
bezn suggested that this task be consigned to the Sub-Croup or to a special
working group. During the discussion of this point in the Sub-Group hovever,
some doubt hnd been roised concorning its competence to drcide the mattuer and
it agrecd to recommend thet the Textiles Committee reconsider whether its

mandate be extznded to include this analysis.

&~

56. TFinally, 2s regards the reporting on measures to facilitate adjustment,
he poirted cut that the Sub-Group hzd agreed to circulate the 2irgranm

orepared by the seeretariat requesting the undeting of the information
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contained in the report on adjustment assistance measures (COM.TEX/W/36 and
Add.l). However, the Sub-Group éoncluded that it was up to the Committee, if
it so decided, to instruct the secretariat to prepare an analysis of this
informetion.
57. The Chairman of the Textiles Committece then invited members to address
themselves to the points which hnd arisen from the deliberations of the Sub-
Group. Concerning the question of handloom fabrics and products and whether
they should form part of the dota base of the reporting scheme, no agreement
on vwhether these products were covered by the Arranpement =2nd thus could be
included in the statistical scheme was reached. A compromise propos=l put

Torward by the spokesman for the EEC and supported by the United States

representative thoat the Sub-Group be instructed to look into the technical
feasibility of collecting statistics on handlooms was not accepted, =and the
motter was allowed to rest wntil further consideration was called for. Con-
cerning the question of entrusting the Sub-Group with the task of analysing
developments in production and trade, it was generally agreed that the present
arrongement was satisfactory and that there was therefore no need for the

Sub~Group to undertakez the matter.

(¢) Anclysis of the current state of world nroduction and trade in
tuxtii: nrocucts

58. The Chzirman drew the attention of members to Article 10, paragraph 2,
of the Arrangement under which the Textiles Committee was required to under-

take an anslysis of the current state of world production and trade in textile
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products. For this task the Committee had before it a report prepared by the
secretariat on Recent Trends in Production and Trade in Textiles and Clothing
(COM.TEX/W/66) and the statistical data contained in COM.TEX/W/63 and
Revision 1.

59. The representative of Japan stated that the Japanese textile irndustry had
been undergeing a long-term recession since the 1973 oil crisis. Production
had fallen sharply in 1974 and 1975 and although there had been modercte
growth in recent yenrs, it was still below the 1973 level. Imports had
increased sharply and cxports had declined because of the weakening in Japan's
international competitiveness. Japan's export surnlus had frllen from

$1.5 biilion in 1978 to #0.3 billion for the first nine months of 1979.
Employment in the industry had been falling steadily, and in 2ddition, the
textile industry had been jointly writing off machinery at o rate of

15-25 p=2r cent depending on the sector and the Government was encouraging the
development of new textile tecimiques to help the structursl reorganization
of the industry.

60. The spokesman for the EEC bosed his analysis of production, employment
and trnde of the Community on the statistics contnined in COM.TEY/V/53.

He pointed out that production in the Community in 1973 wrs still below the
level of 1973. For the first quarter of 1979 there had been an improvement
in the situation which wns confirmed in the second gquarter. However, he
noted that the latest statistics were pointing to 2 wenkering in cetivity in
the second half of 1979, and thot for 1960 industrinl cnjuiries were indi-

cating o nev slowdown in production. Between 1978 -nd 1979, employrmert had
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declined even more markedly than production. Concerning foreign trade, he
steted that from en anzlysis of the statistics contained in COM.TEX/W/63 two
main points had emerged. Firstly, the share of the developing member
countries of the Arrangement in the Communities' imports had risen between
1973 and 1973 and secondly, in 1978 as compared to 1977, imports from the
scme area had increased. The trade balance which for textiles and clothing
together had been positive in 1973 had been in deficit since 1975. By 1978,
this deficit wes nearly $1.5 billion, and for the first six months of 1979
compared to the same period in 1978 the trade deficit h~ad doubled. Whereas
the EEC h2d increased its export surplus with developed countries, he pointed
out that its import surplus with developing countries had increased markedly
between 1973 and 1973.
61. The representative of India put forward a number of suggestions aimed
at improving the documentation provided by the secretariat in order to
further assist members of the Cormmittee in their task of enalysing develop-
ments in production and trade. These included the provision of trade data in
volume: more information on the extent of restraints cgrinst developing
countries; the intra-trade sspect of developed country trade and the evolution
of export earnings of developing countries and their share of werld exports
of textiles and clothing.
62. The representative of Mzlaysin drew the attention of members of the
Committee to the fact that developing countries had been absorbing an
increasing sharc of developed country exports of textiles and clothing between
19273 and 1978 and that many developing countries had import surpluses in

textiles (Tables 5 and 9 of COM.TEX/W/63 refer).
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3. The representative of Pakistan called for the preparation of statisties
on the size of the market in participating countries and the participation cf
domestic producers and suppliers from developed and developing countries in
those markets. This suggestion was supnorted by delegations from several
countries. During discussion the secretariat stated that comprehensive data
cf this nature were not available and it was suggested that the matter should

te further studied.

fL. In summing up the discussion of this agenda item, the Chairman stated

that once more the need for improved statistices had become apparent as could
te seen from the fact that several delegations had felt it nrecessary to appeal
to all participating countries who had statistics to provide them.

.

(4} Adjustment assistance measures

The Chairman recalled that the Textiles Cormittee at its last meeting
in Netsber 1073, had addressed itself to the guestion of adjustment

ating countries had been

try

assistance measures. In this connexion, rarticl

ed to undate the nrevious revort contained in COM.TEX/W/38 and Add.l,

]
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and to submit information not conly relaiing to measures taken, but also to

policizs adonted, naving full regsard to the previsions of Articls 1,

rs previously menticoned, the Technical Sub-Group 2greed that an alreram

alone the lines indicated by the Cormittec should he sent to all nartici-

1
.

matinT countries. Accordinzly, marticivants hnad been invited 1.

GATT/AIR/1554 of 2 fpril 1979 to send such information. and thern further

(a8

T

rerindad both in July and !evember in GAIT/AIR's 1570 and 1501 respectively.
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The relevant information had been received from those countries which were
listed in paragraph 4 of the report before the Committee in document
COM.TEX/W/65. It was regrettable, however, that a large number of parti-
cipants, as set out in paragraph 6 thereof had not submitted the required
information.
67. In this respect. the Chairman recalled that when the Cormittee had
discussed the question of reporting on adjustment measures in April 1975,
the general character of this obligation was stressed. Thus, while materizl
must be provided by all participants, it was expected that the informetion
to be supplied by developing countries would relate in general to such
matters as plans for the expansion of their textile and clothing industries,
schemes adopted or contemplated for the rehabilitation, reorganization and
modernization of such industries, as well as any measures or policies that
would be of interest to the work of the Committee.
€8. The Chairman then reverted to the point raised in the report of the
Technical Sub-Group as tc whether or not an analysis should be undertaken by
the scecretariat of the information on adjustment measures. The Committeec
did not pronounce itself on this question, since it had decided to sct up =
Working Group for this purpose (see paragraph 78:2).
69. Several delegations expressed appreciation of the report and stressed
the importance they attached to adjustment measures and the need for more
detailed information on this subject. As menvionasd above, this question was
linked by many with the question of departures from the provisions of the
trrangement. A summary of the discussion which took place under this item,

2s well as of the relcvant parts of the statements made under the review is

given below.
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70. The representative of India said that the basic reason why his
delegation had previously requested such a report on adjustments was to
ensure that conditions were created to induce industries to pursue struc-
tural changes so that restraint régimes d4id not become a permanent featurs
of the trading system. It was not, however. possible from the report to
ascertain to what extent those sensitive areas under stringent protection
were receiving the necessary assistance which would, in time, Pfacilitate
the dismantling of protective barriers.

71. He suggested that a Werking Group should be sot up to examine this
"question, together with the question of departures, and remort back to
the Committee for an in-depth review. He said that this was rnecessary
because pericdic reports from imnorting countries indicated that the
objectives for which restrainis had been impmosad had often not becn
fulfilied. A repert from an importing country concluded that the =ffects
of bilateral textile agreenments had probably contributed to inflation, ha
not storped a rise in unorplovment, and had led to increased immorts

from other sources. He wondered, therefore, whether the solution te tha
problem might lay not with restraining imports from develovping countries,
but rather in immrovad technology and in incentives to attract new
investment. He further vointed ocut that the snalysis of the rerorts on

adjustment assistance moasures should demonstrate achicvements in terms o

Artiecle 1:L of the Arrangement.
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T2. Many representatives of developing countries supported the suggestion
put forward by the representative of India. They thought that such an
exercise would enable the Committee to see when and how those participants
vho had invoked departures intended to return to the framework of the MFA.
73. The representative of Brazil said that the main objective of the
Understanding reached by the Committee on 14 December 1977 was to enable
those parties to the Arrangement facing severe problems to adopt necessary
structural adjustments. His delegation was concerned by the lack of any
visible progress of adjustment measures, and results thereof, in those
countries which had resorted to reasonable departures. He feared that
sometimes these measures helped to prop up uncompctitive industries, rather
than to promote such reconversion as would be necessary for a return to
the Arrangement.
T%. The representative of Pakistan noted that the main purvese of the
Multifibre Arrangement, and even before it the Long-Term Arrangcment, was
to allow importing industrialized countries to have the necessary tinme
for their industries to rationalizc and reorient their production, with
the minimum of social and political problems. and to pnermit them to compete
internationally without a protective umbtrella. So far. the special régine
fer trade in textiles had failed in this purvose; protection had hindered
adjustment, and had supported outdated production processes. Adjustment

measures could be considercd successful only if accompanicd by progressive

éismantling of trade barriers.
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75. The representative of Korea said thet developed countries should” adopt
positive and effective a2djustment assistance measures to encourage less
competitive industries to move into more viable lines of production or

into other sectors of the economy.

T€. The representative of the Philiprines said that his delegation was
particularly impressed by the submission of the Netherlands; this type

of information was useful to developing countries. He suggested that in
subsequent discussions particivating countries should try to find some
concordance between the reality of z2djustment measures and increased access
for exmorting countries.

77. The representative of the United States said that his delegation
considered a stronz TSB to be a vital and necessary part cf a strong MFA.
Trhis Body was uniquely qualificzd to »rovide a review of the question of
denarturcs. As far as adjustnment processes were concerned., the real
vrotlem, he said, was not analysis, but a lack of reports from participating

countrics.

As o result of the ensulng informal discussions 2nd consultations

[aa}

T

among delegations, the Chairman put forward the following nroposal:

1. The TSE be asked to prenarce 2 catalogue of all cases where the
provisicns of agrecments entered into invelve variaticns from the

nrovisions of fnnex B of the Textiles Arrangement.

A

A Working Group of the Textiles Committec be reguested to carry
out a dotailed exemination of adjustrent measures with reference
)

to the objoctives set out in parazraph b of Article 1 of the

Arrangenmnont.
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79. The represertative of Pakistan in endorsing the first provosal by

the Chairman, pointed out that the catalogue of denartures prepared by

the TSB should be linked to paragraph 5:4 which required a return to the
MFA within the shortest period of time. Since half the lifetime of the
extended MFA had passed, this aspect should form an essential part of any
evaluation to be undertaken with respect to departures. DNecessary informa-
tion on this should be required from the parties concerned. As regards the
proposal on adjustment measures, he hoped that the Working Group would
elabecrate on the intentions and expectations of the MFA in this regard,

and would also &nalyze the value and the relationship of the measures
reported to these expectations. He also hoped that the Group would be

able to identify any evident progress made towards the elimination of trade
barriers, resulting from such measures.

80. "he representative of Honz Xong said that the TSB should be given a
wide definition to draw up such a catalogue, so that those variations
which the TSB itself did not consider to be departures might also be
ineluded. Once the catalogue nad been drawn up, it would be up to the
Committee to determine which variations constituted departurcs. and to
moke necessary recommendations, to ensure that the reouircments of
paragraph S:l were fulfilled. In emphasizing the urgent nature for such
an exercise, he suggested that the Committee should mect in July 1980

for this purpose. He also suppcrted the Chairman's proposal of sctting up

a VWorking Groun to cxamince adjustment measures.
N T
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81. The representative of Indis concurred with the interpretation of the
representative of Hong Kong with regerd to the rdle of the TSB vis-&8-vis the
ultimate authority of the Textiles Committee, and supported the two proposals
by the Chairman.
82. He pointed out that both the variations and the adjustment measures were
related, and said that the Committee wonld have to take cognizance of the
findings on the two subjects in order to take decisions on them in an
intograted manner. He considered that this dual exercise was of crucial
importence, and should be carried out before the major review scheduled for
the auvturn of 1980. EHe therefore supported the suggestion that the Textiles
Committee should meet in July 1980 to exemine these two items.
83. The representative of the Puailipnines said that when an analysis of
the variations was made, the lareer purpose of the Protocol should be zept in
mind, and should avoid all nominal concepts of what constituted reascnable
departures. He agrced that the exercisc should not eonly determine departures
and the participants involved, but should also see how the participants could
return to the framework of the MFA. TFor this, it was neccssary to sce where
improvements, if any, had resulted from adjustment measures. He also agreed
that the twe exercises should result in integrated conclusions.
84, The Chairman, in summing up the discussicn on this issue stated the
following:

1. The two proposals he had put forward (see parazgraph 78 above) had

been endorsed by the Comrmittec.
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2. The Committee would meet scme time in July 1980, to examine the
report cn variations and the report on adjustment assistance measures
as agreed to under 1 above.
3. The Working Group of the Textiles Committee would be cpen to ell
participating countries, and that the date zor its first meeting would
be fixed by the Chairman in consultation with delegations.
85. The delegate of India said it was the understanding cf his delegation,
that the results of the July meeting would constitute an impcrtant input for

the najor review in October 1980.

(e) The membership of the Textilcs Surveillance Bedy for the year 1980

86. The Cheirmen said thet since the current term cof membership cf the TSB
was due to expire on 31 December 1979, the Committee was required to consider
at the present meeting the compositicn of this Body fer the year 1980. 1In
this connexion, the Chairman stressed the importance he attached to regular
attendance by the members to be designated. He reiterated whet he had
previcusly s2id on such occasions that the TSB was a standing Bedy. and
given the important tasks conferred upon it, and in particular for the
coning year, its members shiculd be conversant with textile and trade maticrs
and be elways availeble to devote much, if not all, of their time te the
activities invelved. Rcferring tc the reports cf the TSB, he ecxprossed

regret that during certain nectings scmc members 4id not attend, nor did

10
0
ct
2

their alternates. He hoped that this situaticen should be redressed sc
ensurc that the delicate balance arrived 2t after lengthy negotiaticons be

raintained to the common interest of all participants in the MFA.
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87. A4s 2 result of the consultations and discussions which had been held
regarding the membership, the Chairman prcposed that the TSB for the yeer
1980 shculd be ccmposed of members designated by the following parties:
Brazil, EEC, Finland, Indonesiz, Japan, Kcrea, Pakistan and the United States.
This proposal was endcrsed by the Committee,

86. The representative of the Philipvines observed that annual rotation
among these members designated by develcping countries would reducs the cumu-
lative expertise acquired by them. Thus such disproperticn in the character
and constructicn of the representation made by develeped countries vis-d-vis
develeping countriecs would affeet the required balance cn the Boedy; such a
balance cculd not be achieved on the basis cf episcdic moembership in the TEB
for developing ccuntries. He, thercfore, suggested that perhaps this metter
be reviewed by the Committee at its next meeting.

(f) Prevaration for the majcr review cf the Arrangcment in 1980

o
e

The Chairman drew the attention of the Committee to Article 10:4 which
-tates that the review during the third year, which would be the next year
wmder the extended Arrangemant, saculd be a major review of the Arrangement
in the light of its operation in the preceding years. Based or past

axperience thne Chalrman proposed that the following documentation be prepared

with a view 1o assisting the Committee in conducting the major review:

o

{i) A detailled analysis of the operaticn of the Arrangement in the firsst
thrce vears of its extension

2. The Chairman recallad that the Toxtiles Surveillance Body was reguired
under Article 10:L4 to submit a report to the Textiles Cemmittec on tihis maticr.

Thus, two reports would be expectad from this 2ody, the first for the July

riceting (scce paragraph 78:1 above), and the second Tor the major review.
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(ii) A survey of developments in production of, and trade in, textile
products covered by the Arrangement during those three years

91. The Chairman referred to the discussion which took place under items (b)
and (c¢) above with a view to improving the stetistics required, and to meking
them available to the secretariat.

(iii) More detailed information on adjustment assistance measures

92. In this connexion, the Chairman stressed once again that a2ll partici-
pating countries should supply such information in sufficient detail so as to
provide the Committee with as complete a picture as possible.

Reference is to be made here to paragravh 76:2.

Da*~ of next mecting for the major revicw

93. The Chairman said that, in addition to the July mceting. the Committee

would have to mcet again to conduct the mejor review and also, as regquired by

o

Article 10:5, to initiate discussion on the future cf the MFA. Such a meeting
should normzlly bz held as latc as possible in the third year of the extended
Arrangeument. However, bearing in mind the suggestion put Torward that the
annual meetings of the Texiiles Cemmittce should take place before the session
of the CCWTRACTING PARTIES, the Chairmen proposcd that the next meeting for
the major review would be held in Octcber 1980, in good time for the
CONTRACTIKG PARTIES to have the benefit of receiving the report of the
Committee on the review. This was agreod to by the Committee.

Statemment by the Chzirman at the cnd of the meeting

94%. At the end of the meeting. the Chairmen observed thet the Committee was

alrecady locoking towards the future of the Multifibre Arrangement. Hez,

therefore, felt that he should stress the importance of nreparing for the
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future in a positive and constructive spirit. Participating countries had
had behind them in the relatively brief lifetime of the Textiles Committec,

a very troubled period in the field of textile relations, and still had with
them grave protlems end difficult situations. It wes, therefore., his perscnal
btelief that no effort must be spared to bring about a better future for the
textile trede, and that this was the spirit in which from now on all partici-

pants should cnvisage the futurc of the Arrangement.



