' RESTRICTE
GENERAL AGREEMENT ON ggM&;i/%gé/Corr 1
TAR”:FS AND TRADE Special Distribution

Textiles Committee
Working Groupr on Adjustment Measures
Techniczl Sub-Group

REPORT BY THE WORXING GROUP ON ADJUSTMENT MEASURES

DRAFT

Corrigendum

I. ©Pages 1-5 of document COM.TEX/W/T1l of 16 June 1980 are replaced by the
following:

.
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. At its meeting in Decemter 1973, the Textiles Committee decided that a
iorking Group Te requested to carry out a detailed examination of adjustzens
easures w7ith relerence o0 the objectives set out in paragrapn 4 of Articie 1 of

Ar*a“gnment*, and o present a repcrt therson to the Cocomittee for its
e-tzng to te held in July 1880. It was further agreed that the Wworking Group
of the Textiles ”omm.“ee would Y2 ozen to all participating countriss (see
COM.TEX/1S, Dparagragas 73 and 8L).
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2. The present report is submitted ian response to this request. The repors
nas been divided iato tae following taree sectioms:

Section I sets out the introduction and general cocments.

Section TT summarizes tae replies received from participating countr:e
classified under the following headings:

Part A - Status of the textiles and clothing irndustry
(1) A general statement on national textile industries.

(2) Data on current state of production and trade in textiles
and clothing.

(3) Information on investnent, productive capacity, employment etc.

Paragraph 4 of Article 1 reads as Sollows: "Actions taken under this
Arrangemeat saall not interrupc or discourage the autonomous industrial adjus“men:
orocesses of Darticipating couniries. ‘urtne*mo--, actions taken under this
Arrangement shculd de accompanied by the pursuit of appropriate economic and
social polici=s, ia a manner consisteq: with national laws and systems, recuired
o7 changes in ‘ho satterz of trade in textiles and in the comparative advantage of
sarticipating countries, which poiicies would encourage dusinesses which are less
nternaztionally to move zregressively into more viable lines of

into other sectors of thne eccnoxy and provide lncreased access <o
for textile products frem developizng countries.”
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Part B - Expansion and re-organization of the industry:
(1) Government and other plans for expansion.

(2) Government schemes for re-organization etc. and an
assessment of their effect.

(3) Extent to which governments plan to develop parti-
cular sectors of the textile and clothing industries.

Part C - Adjustment measures and policies relevant to Article 1:l

(1) Autonomous adjustment processes and to what extent
can they be attributed to changes in the pattern
of trade and comparative advantage.

(2) Government measures to encourage business to:
improve viability of current lines of productionm,
to move progressively into more viasble lines or
to move out of the textiles sector: an assessment
of their effects.

(3) Measures to deel with problems arising from
closures, unemployment, etc.

Part D - Increesing access to markets made possible by the impact
of the autonomous adjustment processes, as well as government
adjustment measures and policies listed in Part III above.

Section III contains the sutmissions as received from the participat%ng
countries in response to GATT/AIR/151> and 1612 of 13 March 1980. Replies
received after 11 June have been included in an addendum to Section III,
and have not been summarized in Section II, nor have they been reflected
in the analysis and the conclusions drawn therefrom.*

Annexed to this report are the texts of the airgrams GATT/AIR/1€11
and 1612 and a table on '"Exchange Rates: National Currencies to

United States Dollars, 1970-1979". '

lReplies were received afier 11 June frem Hungary and Singapore
(COM.TEX/W/T1/Add.1).
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SECTION I

3. The Working Group of the Textiles Committee on adjusiment
measures, held its first meeting on 12 February 1980, under the Chairmanship
of Mr. M.G. Mathur, Deputy Director-General.

4. For that meeting the Working Group had vefore it the last report on
adjustment measures which was made available to the Textiles

Ccmmittee for the December meeting in document COM.TEX/W/65. After a
general discussion on the type of information that ~ould respond to the
objectives set out in Article 1:4 the Working Group felt that the material
contained in this report was not adequate to emable it to carry out its

mandate.

5. The Working Group thus decided to proceed further on this matter by
settins up a Technical Sub-Group. The Sub-Group was entrusted with the
task of securing information relevant to the work assigned to the Working
Group, aad of examining such information for the purpose of the Working
Group so that the latter would submit its report to the Textiles Committee
in good time for its meeting in July.

5. As regards the composition of the Sub-Group, it was agreed that it
should remain open to all participating countries interested in this work
and those parties wishing to participate were, therefore, invited to

notify the secretariat of their desire to do so. Delegations participating
in the work of the Sub-Group were Brazil, Canada, Colomoia, Egypt, Finland,
India, Indcnesia, Japan, Malaysia, Pakistan, Peru, Switzerland, Sweden,
United ¥ingdom on tehalf of Hong Xong, United States and the EEC as well

as menoer States.

7. As a first stage in the preparation of its work, the Sub-Group held
informal consultations and discussions with respect to the type of
information to be requested from participating countries which it further
considered at its meeting on 12 March 1980. As a result of this meeting,
two airgrams setting out the points on vhich information was to be sought
were sent out on 13 March 1980. The first, GATT ' IR/161l requesting
information on adjustment measures relevant +o Article 1:4 of the MFA.

The second, GATT/AIR/1612. requesting information on production, trade and
adjustments in the textiles and clothing sectors as required by Article 10:2

of the Arrangement.l

lThe relevant words of Article 10:2 read as follows: The Committge
" _ .. shall undertake an analysis of the current state of world production

and trade in textile products, including any measures to facilitate

adjustment ...".
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8. The Sub-Group welcomed the fact that the information requested pursuant
to paragraph 2 of Article 10 would be made available for its work, and
urged that the information called for in the two alrgrams should be
provided as soon as possible and, in any event, not later than the deadline

set out therein, i.e. 15 May 1980.

9. Since the Sub-Group had to work to a fairly tight timetable,
participating countries were requested, on several occasions, to expedite
their submissions. However, very few participants were in a position to
meet the deadline of 15 May. As at 11 June, replies had been received
from the following parties to the Textiles Arrangement: Austria, Brazil,
Canada, Colombia, Egypt, EEC, Finland, Hong Kong, India, Indonesia, Israel,
Japan, Korea, Macao, Malaysia, Peru, Sweden, Switzerland, Turkey and the

United States.

10. The Sub-Group noted that as of 11 June information had not been
received from a number of participants (i.e. Argentina, Bangladesh,
Bolivia, Dominican Republic, E1 Salivador, Ghana. Guatemala, Haiti, Hungary,
Jamaica, Mexico, Pakistan, Philippines, Poland, Romania, Singapore,

Sri Lenka, Thailand. Trinidad and Tobago, Uruguay and Yugoslavia).™

1. The Suc-Group noted and welcomed that the replies received nad pro-
vided substantially larger amo.ats of informetion taan had previcusly
een made available in respect of adjustment measures.

12. A summary of the replies received is compiled under the four main
parss of Section II. In this connexion., it is to be recalled that
information under Article 17:2 was sought from all participating countries
in the Arrangement (see GATT/AIR/1612). This informatior falls generally
within Parts & and 2 of Section II; Parts C and D cover thre information
relevant to Article 1:4 on adjustments and access to markets requested from
tne participating countries concerned under GATT/AIR/1611.

3. Following its preparatory work, the Sub-Group met on 17 June 1980 and
drev up a draft report for consideratios by the Working Group. At its
second meeting held on 23 June 1980, the Working Group adopted this report
for submission to the Textiles Committee fur its meeting to be held on

8-9 Suly 1980.

1%, In ccasidering the material thus collected it was recalled that the
task of the Group was to carry out & detailed examination of adjustment
Teasures in the context of the objectives set out in Article 1:L, and to
report to the Textiles Conmittee accordingly.

-

“As noted zbove. reriies were receivsi after 11 June Fronm HEungary ana
Singapcre (COM.TEX/W/TL/A34.1).
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15. Or the basis of information so far supplied, it can be seen that
production in most of the importing developed participants has improved in
the first two years of the extended phass of the MFA, although the production
indices remain below the level of 1973. While this development in production
was taking place, employment and the uumber of production units had continued
to decline. World trade in textiles and apparel, as well as the limited

data currently available on production indicate that this improvement had
occurred in varying degrees world wide and that it paralleled the general
economic growth patterns for 1978 and 1979.

16. The changing ratio between production and employment in the developed
countries would suggest that the industries of these countries had improved
their competitiveness and had taken advantage of technological innovations.
However, it was not possible *o establish a direct link between changes in
production and trade figures and adjustment processes or measures that have
taken place or are being undertaken.

17. In the context of Article 1l:4 of the Arrangement, it is even more
difficult to relate the information available on adjustment processes and
measures to the provision of increased access. It was pointed out that
governments concerned have found that there are inherent provlems in evolving
a suitablie methodology which would establish this relationship.

18. In iterms of data needs, it is clear that an in-depth analysis would
require that information on autcnomous adjustment processes and government
adjustment policies be supplemented where applicable and available, e.g. by
greater details concerning the amount and distribution of expenditure among
the different individual measures of assistance, industry specific compre-
hensive vlans, develoomen:t of more viable lines of production, scrapping of
capacity, development of alternative industries, etc. More informetion would
also be needed as tc assessment by the governments concerned of the effect of
their adjustment measures, and to what extent the textiles and clothing
industries had benefited from general as well as sectoral related programmes.

19. It was noted that a comprehensive analysis would also require information,
where applicable and available, from those participants which had not yet
replied o the Working Group's request, e.g. data and information relating

to the expansion, modernization or diversification of industries in parti-
cipating countries; government policies and measures having a bearing on
liberalization of trade in textile products; etc.
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20. In the light of these considerations, it was generally felt that this
particular report, based as 1t i1s on information so far available, would
necessarily be limited in scope, given the variations in the degree of
completeness of the data supplied by different participating countries, and
frequently the lack of quantification or other basis for comparison in the
information presented. The Working Group thus Dresents this report to tae
Textiles Committee as the vest compilation of material possible in terms of
the submissions by participants, and the methodological aspects involved.
The matter is submitted to the Textiles Committee for its consideration as
to such further action as it may wish to take.

II. The attached pages should be inserted in Section III after pages 103
and 109 respectively.
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