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The Long-Term Arrangement provides, in Article 8(c), for a mejer review cf
the Arrangement in the light of iis cperaticn in the rreceding years. This is the
puarpose of ocur present meeting.

As we carry cut this major revicw we sh2ll cbvicusly nave very much in nind
the circumstances amd situation which led teo the negotiation of the lcong-Term
Arrangemcnt. The choice facing the intermetional trading community at that time
was between internaticnzl co-cperation in trede in cotton textiles or unilaterel
action; in other words, some resiriction on tradc unéer intcrnetionzl supervisica
and collaboration or unilateral trade restriction. In the event it was the
Judgement of the governments which ncgotizted the long-Term Arrengement that the
preferable approach was that c¢i intcrnational co-opcraticn.

When arrangements were made 2t the mocting of the Committce last year for the
major rcview, it wes understood that the review would haove to be cerricd cut on
the basis of e study of tronds in the cotien textiles scctor. It was therefore
agreed that the sccretariat, with tho assistance of experts, should prepare such
a study. Thc document containing the study has docn disiridutcd tc memders of the
Comrittee in COT/W/3Q and Addendz 1 and 2.

The subjects dealt with in the study befeore us arc complex but I think that,
with the help of experts and infermetion suppiisd bty participating goverrmments end
the Internetional Pederation of Cotten and Allicd Textile Industrics - whom I am
sure thc Cormittee would wish me to thank for their goncrous co-operation - valuable
information and fairly comparable data have been prescntec. I hope this exercise
will - to borrow a thcught exprcsscd bty 2 dclegate in the Committee's meeting
last year - =nabdble the mejor revicw tc procced without discussion beirng impedcd
by technical comnsiderations and éiffcrenccs of copinicn about figures, c<te.



Trends and dcvelopments In cotion textiles

Cortein findings cerive frem this study ond I think it would bu usclul if
I were to bring cut what, to mc, appcar to be some of the mest s2licnt of thesc.
For it is in thc light of thc devclorments in trede, producticn, consumption, anc
changes in the structure of the incdusiry that we should carry cut ocur revicw ad
plan cur work for the future. '

It is clcar from the study that the developing countries have figurcé merc
proodnently in the expansion in cotton textiles activity thon the industrializod
countrics. Neverthclcss, in the case of the less-developed countries also,
cxpansion hes slcwed down ond, during the iost decadc, has been comparatively lcess
tkan in the combined cutput of the memufzcturing industries of thesc countries.
This prompts the intercsting cbservation in the study that - contrary tc shaet may
somctimes be believed ~ thc process of Industrizlization in the less-dcveloped
cauntries has not rerrescnted = one-sided ceoncentration cn the cotton textiles
industry.

We mcy derdve scmce comfort from the fact that, a2s will be seen froa the stwly,
international trade in cotten textiles kas been cxpending. The value of world
exports, including cotton clothing, wes 1C per cent highcr in 1964 then in 1961,
most of the increzse taking place in 196&. This expansicn wes cdue to mece-up
goods ond, in particuler, to cotton clothing exports which, in 1968, were almost
50 pcr cent higher than in 1961; exports of yorn end febrics in 1964, though
higher in the prececding year, were slightly lower than the level of 1961 and much
belcw the pe=k level of 1960.

It will be noted thot therc hove been different trends as regards the export
performance of the industrialized and the less-developed countries. 1In the case
of the incdustrialized countries of Western Europe and North America the increase
in expcrts since 1961 has ccecurred in clothing, 2 éecline being recorcded in the
czse of yern and fabrics. Jzapanese exports of all cotton textiles, after heaving
fallen bty 8 per cent in 1263 ccapered with their level in 1961, showed some
reccvery in 1964 mut their value still remeined below that cf 1961. The less-
developed participzating coumtries, on the other hand, have showed o consicereble
increase in exports of all cottcn textiles, an increcse which, during the
period 1961-63, amounted to a2lmost 840 per cent in value.

Looking at the consumption picture it will be seen from the study that, while
per capita comsumstion in the irdustrislized countrics of man-mede fibre gcods has
shown a significant increase during ithe last decacde, there has been hardly any
movement in the case of cotton gecods. In the less-dovelcped countries, on the other
hand, a2lthough per capita consumption is still lcow, there hes been a considereble
Increase in consumption of cotton textiles due tc 2 steady increzse in population
and rising stendards of living and inceome levels.



COT /53
Page 3

World production of cotton fabrics has remzined at more or less the same
level Guring the 1G60°'s but, within this overall situation, there have been
trends which are significant. A& decline in production in the industrialized
countries has been offset by a corresponding increase in the less-developed
countries' production. In the industrialized countries the general picture is
one of a2 fall in production accompanied by a reduction in exports and & concurrent
rise in imports although, as is clear from the study, there are considersble
variatlions amorng these countries as regards the ratic of imports to consumption.

One of the basic objectives of the Long-Term Arrangement is tc bring about
an expansion of the less-developed countries' export trade in cotton textiles.
The developments in imports of cotton textiles - particulerly into the
industrialized countries - are, therefore, of the greatest interest and relevance.
The study shows that, duriag the ncrind 1G681-6%, im-orts into the particizating
industrialized countries of Western Europe and North America increased by
approximately $43C million, of which about $360 million ceme from participsting
countries. Of this increase attributable to the participating countries as
a whole, a little less than half was accounted for by imports from the less-~
developed participating countries. The rest was taken up by an increase in
trade by these industrisiized countries and by imports from Japan. This increase
in value terms in imports from the less-developed countries is, to some extent,
accounted for by higher priced goods, more made-up articles, etc., and does
not per se indicate a further significant penetration of these markets by the
less-developed countries in terms of higher ratios of import volumes to consumpticn.
It might also be mentionc® kore that some less—vvsleoped perticiprating countries
experienced a drop in their exports to Asian and African countries during this
period. R

Imports from Japan and from other industrislized countries experienced a
decline over the period in terms of their share of the impert market of the
industrialized countries of Western Europe and North America, while the less-
developed participating countries increased their share from 21 to 26 per cent.

It is t0 be noted that, as a result of an increase of $70 million in Industrialized
countries’ imports from non-participating countries, the share of these countries,
in particular countries belonging tc the Ezstern Trading Area, moved up from

12 to 13 per cent.

Apart from describing developments in production and irade, the study also
offers us considerable information about the changes that are taking place in ‘
the structure of the industry. In many countries the industry has undergone great
changes so as tc adapt itself to the technclogical and trading conditions which
exist today. These have resulted in larger units through vertical and herizontal
integration and substantial capital investment, despite the relatively low rate
of return on capital. The study gives us an indication of the massive investments
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that are being made in various parts of the world; the legree to which modern
tectmology is being adopted; and the extent to which raticnaiization amd
=zodernization are being apzlied. A decline in the rucber of spindles and looms
has been compensated by higher itput per machine as 2 result of a high degree

of utilizztion ad/or improvement of autput per machine/hcur resulting from the
use of por— advanced machinery ard new techniques. The new technologies acrmelly
call for high intensity of utilization sc as tc offset the considerable
amortization costs. There ars, however, great variations as to machii.e utilization
ané cutput per machine/hour amcng toth industrialized and less-Cevelcped countrics.

_The cotton textiles industry has been essentizally labour irtersive, in the
sense ci having 2 nigh ratio of labour in relation to capital. PBecause cf the
large-scz2le investment in meny countries this ratios has changed considerably.

It is noted in the study thaet the available cats shcws thet & negn:ive
correlaticon exists between investments and both the ruzber cf machines amd
menpower in the industrizlized countriss. This imdicates clearly that invest-
zents In these cantries have been malnly geared to scrzapping surplus capacity
anc contimuing modernizatiorn and that the large capitzal spending of the last
few years has not, in generel, led tc znn increas?s in prcductionl of yarn or cloth
taken tcgether but tc the recduction of labcur cost per unit of production due to
higher labour arnd machine productivity. It should be noted, however, that while
increassC productivity cnhences the ccmpetitive pesition it may give rise to
recundancy in the incdustry's czpacity. In this situation, it is understandable
that the less~develcped cauntries might e concerned at the prospect of increascd
capacity being btuilt up in the incdustrizlized countrics behind the shelter of
trace restrictions.

The study shows thet, unlike In the casc of the incdustriaslized ccuntries, the
major part of new investment in most of the less-develozed countries is used for
acditiona} machinery which necessitates an increase in menpower requiremcnts. In
the light cf the scarcity of capital, shcrtage of speclal industrial skilis anc
lack of technoiogical knowlecge, mary less-gceveloped ccocuntri:is apply the capital
2llocated for the cdeveclopment of the ccitcn industry %o the levels of technology
which they can fezsitly adczt o theredly make sufficient use of their aburdant
unskiiled labour.

As regzards weges in the incdustry these in gensrzal have riscn in btoth the
developed anc the develcring countries over the iast decade arc it seems that the
Z2r between textile carnings in some of the developing countries and thos< in
some European countries 1s now less than the gagp tween carnings in those
Eurcpean countrizs a2nG in the United States. Rowever, as low wages do rnot
neccssarily result in low wage costs, wages per unit of prcducticn rather than
wage rates shauld be consicered 2s 2 basis for internationzl ccmparison; precise

“Includes also yarn and fabrics of man-made fibres produced in the cotton
incdustry.
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comparisons of this kind are, however, regarded as almost impossible for various
technical reasons. When reviewing labour productivity in some of the cotton
textile producing countries it scems, however, that there are great variations
between countries, both within the group of less-developed couniries and within
the group of industrialized countries.

The review of industrial policy measures irn the study reveals that the
structural changes which have taken place in the cotton textile industry in the
industrialized countries are in most caeses only to a limited extent the result of
industrial policy measures, while in the less-developed countries the exvansion
of this industry is 2 significant element of national industrial policy. Trade
policy measures of a restrictive kind unfortunately seem to be the major policy
measure used by industrialized countries. Commercial policy measures, however, boin
on the importing and exporting side, do not fully explain the deveiopments in the
direction of trade; in order to get 2 full understanding of 213 the aspects of
trade in cotton textiles more attention should perhaps be given to the rdle of
international marketing and prices. All trade restrictions on cotton textiles
are not fully notified by participating goverrments and, in my view, the work of
the Committee would be greatly facilitated if the countries ccncerned could make
@ renewed effort to help 1ift the haze which still rests over this subject.

The study for cbvious statistical reasons confines itself to the developments
up to ana including 1964 only. I am sure that delegations, in their statements,
will complete the picture with regard to developments in their respective countries
during the present yeer. :

It was not possible at this stage to include a projecticn or assesswent of
future trends in the study, =lthough some material for the spinning and weaving
sectors fcr a number-of countries will be found in the survey on productive
capacity in Addendum 2.

If one looks to the future, however, it would seem o me that the following
generali points could reasoncbly be made:

{1) The less-developed countries will continue their expansion in the cctton textile
field. Despite the movement towards higher capital requirements, the cotton
textile industry can still provide employment opportunities for people with
little education mere easily than many other manufacturing industries;
investments in the cotton industrr, therefore, tzking into sccount expanding
home markets in the less-developed countries, will continue to be an important
part of these countries' prugramme for thc full utilization of resources and
the earning of foreign exchange.

(2) Tne market in industrialized countries for cotton goods can e expectied
to grow onily siowly due to competition from man-tmae {ibre textiles.
It is reascnable to believe that the domestic industry in many industrialized
countries will contimue to increase in efficiency and that competition in
these markets will continue to be strong.



COTM/E3
Page 6

{3) As more less-developed countries develop their cotton textiles industry and
become zelf-sufficient it will evidently beccme more difficult for the
traditionzl exporters among less-developed countries to export to other
less-developed countries. A gradual liberalization of trade between these
countries would lead tc greater competition thereby centributing to
increased efficiency in their cotton industries.

(4) Internaticnal trade in made-up articles will probably continue to grow
faster then trade in yarn and fzbrics. The labour content in the production
of garments will continue tc be high and less-developed countries will,
provided they have export cutlets, undoubtedly try toc benefit from the
comparative sdvantage they have with their abundance of cheap labour to

- expand the clothing industry. At the same time, one can expect a ccntinued
increase in trade among industriszlized countries In novelty goods and
specialities. Trade expansion and inecreased competition in the field of
men-made fibre textiles, especially among the industrialized countries, is
likely to continue.

Operation of the Lcng-Term Arrangement

It is impossible to assess precisely the exzct extent and degree to which
the developments which are described in the study have been due to the existence
of the Long-Term Arrangement. What we shzall 211 be doing, I am sure, however, is
to weigh up how the trends and policy directions which the developments imply
match the underlying objectives of the Arrangement and the hopes and expectations
expressed at the time the Arrangement was negotiated.

I have nc doubt that in their preparztions for this review the governments
which are parties to the Long-Term Arrangement have been giving serious thought
to the question of the operation and administraticn of the Arrangement during the
three vears of its existence. The gover =nts of developing countries will
certainly have been meking a judgement as to the value to them of the type of
commercial co-existence and cc-operation which the Arrangement represents. For
their part I assume the industrizlized countries have been giving serious thought
as to the extent to which their policies respond to the purposes for which the
Arrangement was negotiated. :

In the two a2nnual reviews which we have zlready had, very serjous anxieties
were expressed as to the way in which the Arrangement had been operated. In
these two reviews we have heard from both exporting and importing countries of
the difficuliies they have experienced in conrexion with the aperation of the
Arrangement; and certain steps were agreed in order to try and improve the
situation in this respect. I have the feeling that similar ccmplaints and
concerns are likely to be expressed on this occasion.
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Despite a general increase in esports
operation of the Long-Term Arrangement has
tries ané Japzn in cericin catorories of cotion textiiles. Furiner, contrary o v
was the hcpe and expectation when the Arrcaserrent was negoticted, it is cliear ina
exports of cotton textiles frem the less-develcped countries ore still mainly
cencenirated on the same markets in the industrializcd arezs as they were beicre
the Arrangement.

S reasonable to zssumx: st the
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As members »f the Cocmmittee a2re aware, and s wiil be eprarent from the note
by the secretariat in cocument COT/W/51. there has been extcnsive use of the
restrzint provisicns cf the Arrangement. These provisicns have not been used
sparingly os was envisaged when the arrongement vas negetizted. However, cne can
see thot there may well be a practicz) @ifificuliy in using such previsions
sparingly. Internetionzi trade in ceotton textiles is highiy corganized inveiving
a2 world-wide market with 22 growing degree cf intercdepcniencs vetween individuzl
countries. One conscquence of this Is that, waen 2 major importing country teokes
action to restrict the flow cf imports frem 2 particular scurce, cr when a cuota
for 2 particular exporting country is uscd up. the flew of goods is very soon
diverted tco another importing country. Likewisz. sfien exports from one country
are restiricted it Is possible for importers, in 2 short period cf time, to finc
other suppliers in respect of whick restraint mezcsures have not yct been impesed.
This moy, to somc extent, explain wiy there have been so meny restraint actions
anf mey, in fact, be taken =2s on cxamplc of how restoictions breed restrictions.

Attention shoulé 21so be focussed cn the guotes rcferred tc in Article 2 of
the Arrangement. These quotas have, in rmany cascs, more or less, only motchod
the minimum obligeticns undertaken when the Long-Term Arrangement was negatiated
and, I understend, even these have not in scne cascs bcen tzxen up for verious
reasons.

As will be seen, thec problems in tradc in cotion textiles are ecmplex and
interrelated and = lot still remains .o be donc in this sceic » of internaticnal
trede. The current trade negotiztions - the Kermeldy Found - wcuid seerm to offcer
thc oppertunity tc negoiiate on these rroblems wiih 2 view to bringing about 2
higher cdegree of libeprzlization in trode in coton textiles. The intermelated
elements which might be an appreonriate basis for such negotiation would appear
to be the greatest possible reducticn of cariffs cn cotten “extiles, the
maintenance for some further time of the safcguards acainst the sudden disrupticn
of existing patterns of producticn prcovided for in the Long-Term Arrongement. and
2 more liberz2l administration of the Long-Term Arrangcment irn orxder to provide
expanded access to markets for tne exporting countries - in particular less-
developed countries.
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At the Committce's meeting last year, 2 member 2of the Committee expresscc the
view that our task should be seen as f2lling into two parts. The first part -
which shcuicd now be locked upon a2s being more or less ccompleted - would have secn
the internzational trace pcsition brought intce scme semblance of order through
restraint acticns ard s¢ on; the mejor review itself should be locked upcn as
the beginning of the secon? thase of our task which is tc give effect tc the
long-term and positive zims cf the Arrangement. It would be my hope - and 1
assume the hope of 2ll of us - thet the tencr and directicn of our deliberations
at this meeting will clearly demonstrzte that the Cotton Textiles Committee is
piaying ar active and constructive réle in this Qifficult field.



