GENERAL AGREEMENT ON S 1965
TARiF FS AND TRADE Specizl Distribution

COTTOH TE(GILES COATTIZE

Statement by the Represeantative of Pakistan at
the keetinz of 7 December 1965

May I at tne outset join other members of the Committee in expressiag cur.
warn appreciation for ihe Study o Jctton Taxiiies prepared by the GATT secretariat

- -

Tor the use of this Committec (COT/W/EC cated 17 November 1965), together with

the factual analysis of the Long-Tem w&"‘e‘«ea.u in the first tb*ec years of its
existence contained in secrvtariat document CUTAAY/51 dated 6 Decem 1865, As

you very righily pcinted oui in your opem.n: s.,atw&.t yesterdzy, these two deocu-
ments together provide a great deal of ctual and statisticzl data on the cotten:
textiles industry toth in developed and in develcoping countries. They 2izc reveal

the broad irends and policy directions in this {icld and provide the bas.c materi
for the Commitiec to evaluate The operation of itnie Longz-Tom Arrazngenont.

My Government has not had encugh time to situdy and analize in Jdetall the
statistical data contained in this repori. I would, however, wish tc mekxe 2 small
comment on the grouping of countrics for statistzcal purposes. Parazraph 22 of
the Study shows that the countries zerticipating in the Long-Term Arranc cerent have
been grouped inte three main categories, namely, Group I eonsisting of
countries applying restricticns on impormis of conis
Arrangement, Group II consisting mainly of i
textiles are the sutject of those -ostricticms, and Grou
There is nc doubt that this method of grouping has o certain

]

e <Xports of

statistical point of view, bui its dirawback is that = numbeor of comparaiively
developed ccuntrics are lumped zlonig with developing scuntrics in Group I¥. It
would be helpful if in future the soeretariat could rrovide 2 separate znalysis of
statistics with ro :gard Lo eXperts of cotion textiles of doveleping countrics.

As the Study was undertakon to foeci 1T2Te thio T cf the Long-Term
Arrangement, onc expected it to include a detsiled malysis ':1“ the working of the
Long-Term Arrangement. This was missing from the document sirculated on
17 November 1965. Wec arc glad, howwever, to note thot this omiss

tc same extent by ths supslomentary anie circulst : :
tncughtful remarks at the first sessioan of this Commut
criticism of the protectiosnist measures -depted ©F 1nd <
somewhat ruted. The roluctance of the sceceteriat o h; '“:_-.v\.,. in coniroversy
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is understzndable, but we hope that this iphibition will not extend to the
contracting parties anc that the members of the Cotton Textiles Committee will
feel free to express their views frankly, though without rancour.

My delezziion is in full agreem nt with your suggestion that, in reviewing
the operation =f the Long-Tera Arrangement cduringz the first three years of its
existence, the Committee should welizh up how the treads and policy directions
which the developments imply match the underlying objectives of the Arrangements
and the hopes and expectations expressed at the time the Arrengement wes
negotiated.

It will be recalled that the Long-Term Arrangement Regarding international
Trade in Cotton Textiles was esizblished in October 1962 at the instance of the
United States ané other incdustrially advanced countries which expressed deep
concern regarding the disrupticn of their markets and the sericus injury to their
own cotton textile irdustries as a2 result of increasing imports of textiles fram
the developing counirics. It was represented by them that the cotton textiles
market constituted 2 special oproblem cziling for special treatment. It was
recegnized that rastricticns on imports of cotton textiles constituted a major
departure from the provisions of the Generzl Agreement, but the developing
couniries were assured that the restrictions would be 2pplicd only for a limited
pericd of time and that tnis would facilitate necessary edjustments in the textile
industries of the incustriaily advanced ccuntries.

The Long-Term Arrangement came intc force on 1 October 1962 and is valid
only for 2 period of five years. Article 8 of the Long-Term Arrangement provides
for an anmual review of the Arrangement. The review to be carricd out during the
third year was described 2s "a mzjor review", Article 8(d&) enviseges a meeting
of the Cotton Textiles Ccrmittee, not later than cne year before the expiry of
the Arrangement "in order to consider whether the Arrangoment should be oxtended,
modified or ciscantinued”.

Althouch the initial objective o the Loag-Term Arrangement was to regulate
international trade in cctton textiles in such a wey as not to “cause or threaten
to cause” disruption of the warket for cotton textiles, in order to make these
restrictive measures palatable to the exporting countries and te¢ make the Long-
Term Arrangement more prescnteble to world public opinion. The preamli-le to the
Long-Term Arrangement emphasized that the cbjective of the Arrangement was
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"to facilitate cconomic oxpansion and promote the development of less-developed
countries pcssessing the necessary rescurces, such as raw materizls and technical
skills; by providing larger cpportunities for increasing their exchange earnings
from the sale in world markets of procucts they can efficiently manufacture".

The Committee should consider whethoer the fears of industriziizsd coumiris
with regard to the disruption of their markets were well founded, whether the
import restrictions imposecd unger the cover of the Long-Term Arrangement were
Justified, and whether and to what extont the importance and objectives c¢f the
Long-Term Arrangement, particularly with rezard tc orderly cxpension of the cotien
textiles exporis of developing countries, have been achieved in cctuzl practice.
To be more precise, the Committee should consider whether, on the basis ¢f the
Study prepared by the GATT secretariat,

(i) there was or there is any "serious damage ic domestic preducers”
of cctton textiles in industrially advanced countries, cr threat
thereof, as 2 result of imports of cotton textiles from developing
countries;

{(ii)} the industrially advanced ccuntries have carried out the necessary
adjustments in their own textile industries so as to cbviate the
nead for continued restrictions on imports of coiten textiles as
was promised at the time the Long-Term Arrangement was negotiasted;

(1:i) the Long-Term Arrangcment has provided the growing opportunities
for exports of cotton textiles from developing ccountries which
was promised to them whon the Long-Term Arrangement was negotiated.
Finally, we must decide whether in the light of the conclusion
reached cn thesc three issues, there is any Jjustificaticon for the
continuance of th: restrictive previsicns of the Long-Term

Arrangement.

The fear of disruption of the markets of develcped ccuntries was primarily
based on the argument that the cotton textile industry was a labour intensive
incdustry, that labour being pleatiful in the developing countries and wages
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comparatively low, ithe cost of production in develcoping countries was considerably
less than in the developed countries. It was, therefore, argued by the indus-
trialized countries that if steps were not taken to restrict imports of cotton
textiles from developing ccumtries, their own domestic industries would get into
serious Gifficulties ané that this would result in a steep fall in production
and large-scale unemployment. The secretariat Study shows that these fears were
unfounded. Even before the Long~Term Arrangement czme into force, there was ne
fall in the prcoduction of yarn or cottcn fabrics in the Group I countries,
certainly there has been nc reduction in producticn of these commodities since
October 1962. The secretariat Study shows that production of yarn in Group I
cocuntries continues to Le hzalf times more than the production in Group I
countries, and that it has increased by about 20 per eent between 1953 and 1964
(vide Table 5 at page 12 anc paragraph 106 of the secreteriat Study COT/W/49).
As a matter of fact producticn of yarn in Greup I countries has increased more
rapidly between 1960 and 1964 than between 19535 and 1960. The rate of increase
during the years 1353 and 196C was 7.6 per cent while the increase curing 1960
and 1964 amounted to 11.3 per cent. In the case of coiton fabrics production
in industrialized countries has been, more or less, stablzs between 19535 and
1964.

Ir the light of this evidence, it is clear that the emergence of less-
developed courtries as producers and exporters of cotton textiles has not led
to any fall in producticn either of cotton yarn or cctton fabries in SGroup I
countries; either before cor after the coming into operation of the lLong-Term

Arrangement.

There is also no cvidence to show that there hes been any ncticeable decline
in employment in the cotton textiles incusiry of developed countries due to
increased imperts of cotton textiles from developing countries. Such Treduction
in the number of workers cmployed in the cotion textile industry in Grouvp I
countries as might have taken place during the last decade has been due
primarily to the introcuction of automatic machines and other labour-saving
devices. As has been pointed out in paragraph 154 of the GATT Study "there
appears to be a negative correlation between investments and both the number
of machines and man-power".
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On the evidcnee now zvoileble the need for restriction on impert of cotion
textiles from develcping countrics was questionable even in 1962. There is
still less Justification today for spccizl protectisnist meazsures for the cotion
textile industry of developed countries in the light of cdevelepments curing the
i=ast three ycars. The secrctariat Study shows that, whilc there has been 2
considerable overall gecrease in textile mochincery in place in Grouwp I countries,
this has been acccmpanied by the replaccemcnt of obsclete low capocity, mechinery
by new equipment capzble not only of meintaining, but even of roising the ievel
of production previsusly attained. Thcere has been 2 striking improvement in
-machine production in terms of sutput per spincic or per loom in Group 1
countries. Between 1955 and 1964, ocutput per spindle in Group I countrics
increased by 30 per cent, and ocutput pcr icom increascé by mere than two thirds.
The machine utilizaticn-has also increased substantiaily irn the Group I countries
during this pericd.

The scerctarict Study makes thz Interesiing cicervation Tint e
cotton textile industry is incercosingly becoming & capitzil intensive industry,
and 1s consequently in a better position to competc with the coticn textile
industries of thce develxzing countrics.

The secretoriat Study has 21iso Crown aticntion to the large and growing
amount of investment in the cotton textile indusiry in incustrially advanced
countries. For instance, the Unitcd States invested &80 million in new plant
and equipment in 1964 and new investments in 1955 zore estimated ot approximetely
$1 dbillion. In Conada, totel now czpiicl spending in the cetion textile
industry during the periocd 19%6 and 1665 was of the order of $£195 million for
new construction and $135 millior on repeir and maintenance.  Investments in
the EEC countrics in this industry totalled cpproximetoly $158 miilion in 1963
(vide peragraphs 1349 and 152 of documxnt COT/W/49).

To sum up as a rosult of the modernization of the cotiton textile industry
during the last decade, the introductisn of more automatic mechines and other
technological advances in the cotton textiles industry in most of the industrizlly
advanced countrics is strong enoush to compete on even torms with the textile
industry of less-developed countrics. It is not in nced of specicl measures
of protection such as were proviced in the Long-Teorm
Industrizlly advanced country focls thet its texti
special assistonce, the corrcet romedy is not the
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Pakistan asrced to the Long-Torm Jarangement in the hope that the
industrially advanced countries would vocate a part of the cotton textile fielid
tc the developing countrics and would themselves concentrzte oa the more
specialized high priceé, variety of goods. It was 2isc our hope that this quld
meke possible z substantizl incressc in cur exports of cotion soods and inereased
earnings of foreign cxchange to help ts finance cur econcmic develcpment and
growing imports of capitzal goods and mechinery. We have to sbserve with regret
that these hopes have not materialized. .

I d like now to turn to the gquesticn of changes in the pattern of trade,
to see whether the Long-Term arrangement hos led o & reasoncble and orderly
growth in the expcerts of lcss-develcped countries or it has arrested the expansion
of their trade. Let me say, quite frankly, ihat the rate of growth of exports in
the yarn and cotton fabrics from Group ITI countries, as a whole, has declined
considerably during the .,em.od of the operzation of the Long-Term Arrangement

- = - ~ + ~——— - ) .. ~ = .
cmpared to thiz v 2t LSl thor =xoomoe of thes: products were srowing during
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1953 and 1960.

It will be seen from Tzble 5 of the sceretarict report that, while the
exports of yarn ond fzbrics of Group II countries increased frem 136,000 metric tons
in 1953 to 294,000 metric tons in 1960, thot is, increased a2t 2 rate of
spproximately 15 per cent anmually, during 1960-1964 the increase amounted to
&7,00C tons only, or abocut & per cent per yoar. This is surely not consistent
with the objectives of the Long~-Term Arrangcement which was designed to provide
growing opportunitics for exports of these procucts from Group 11 countries.

The problcezm mey 2lsc be looked ot in another way. Let us examine the ratic

- of imports of Group I countrics to their domestic consumption between 1953-1960
and between 1960 and 1964, We find that in the United States the ratio in respect
of cotton fabrics increzsed from 0.2 tc 2.6 betwecn 1953 and 1660, but declined

to 1.4 in 1961 and stood at 2.5 .. 1964. In the case of the EEC, this ratic
moved from 0.8 to 2.2 during 195360, but declined to 1.2 in 1962 and 1.9 in

1963, but rcgistered a2n increase tc 3.1 in 1964. In the case of the United
Kingdom the ratic of imports of cotton fabrics from Group II and Jepan rosc from &
in 1953 to 28.2 in 1960; but registered nc improvement during the years 1961-64

The inescapable conclusion is %that, fzr from producing a substantial expansicn
in the exports of cotton textilc of Grcup II countries, the Long-Term Arrangement
has in fact, arrested the growth of these exports and showed no noticeable
improvement in the ratis of imports to consumption of cotton textiles in Group I
countries.
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We have so far reviewed the effect of the Long-Term Arrangement on the exports
of Group I countriecs, as a whole. ~8 far as Pakistan is ccncerned, we have
explzined in the previous two anmual rcvicws that the cotion textile incdustry is
the largest industry cf Pzkistan and hes to play 2 very important rdle in earning
the forcign exchange required for the excecuticn of Pakistan's development
Drogranmme . The implementation of the current Third Five-Ycor Plan of Pakistan
requirces thot export earnings of cotton manufacturcs should increase to
BRs.30 millicn by 1965-70. However, there zrc mony obstacles in the way of the
expansion of our trade in cotion textiles. The United Kingdom continues to
maintain quantitative restrictions on oxperts of Pzkistan cven though those
restrictions are inccnsistent with its obligaticns under tho General agreenment.
We are also faced with guantitative restrictions in France, Germeny, Itely and
fustria. The French quota amounts to 300 metric tons, ond the guota fixed by
the Federal Republic of Germany is bareiy 155 tons. We have several times in the
past requested thc Governments of Franco and Germeny to enlarge our quotas
significantly but we have met with no success. These guotas are nct only very
small in size but they arc also categerized in such 2 way that it becomes
impessible for us to utilize then. Several categories of our textiles are
subject to quantitative restrictions in the United States as weli. A1l these
quotes do not take into account cither our capacity to export cotion textiles or
our pressing need for mcre foreizn ocxchange. fccording to cur cstimates, we
could export 175 million square yords of cloth to the United Kingdom and the
United States, but our exports to thesc morkets, where therc is consiceirable
expressed demond for Pakistan cloth, arc restricted tc about 68 million square yards.
We are, therefore, losing an oppsrtunity to cxport over 100 miliion sguare yards
to these two countries alonc.

The brief rcvicw of the Long-Toerm sirrangement which I have just attempted
brings out the following broad conclusions:

(1) Exports of cotton textiles from less-developed countries do nct

LAy - BN 3% xS XL LT s TN teee S 4= .}
consiitute & th.uat to the eation toxitilis Talustry of devalo A

countries.

(11) 1In vicw of the modcrnization and rationslization of the cotton textile
industry in Group I countriecs, special protective measures are no
longer necessary.

(iii) The Long-Term Arrangement has not led in practice, to 2 substantial
and orderly growth of the ectton textile exports of less-cdeveloped
countries. In fact, It has considoerably restricted their trade
opportunitics in these goods.
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If these conclusions are valid, we wonder, if we have not reached the point
where we should begin a return tc freer trade in cotton textiles and more strict
adherence to and honest application of the General Agreement.

We zgrece with your observation that the current trade negotiations, namely,
the Kennedy Round, might offer an oppertunity to negotiate on all the problems
relating tc internationzl trade in cotton textiles with a view to achieving
greatest possible reduction in tariffs on cotton textiles, removal of non-tariff
barriers, and promotion of trade in textiles of less-developed countries without
serious damage to the textile incustry of the developed countriecs. We were glad
to have participated in the informel exchange of views which took place recently
between the countries having an important interest in tracde in cotton textiles.
We would reacdily join in any further discussions which might take place on this
subject. W= must, however, reiterzte our stand that if the review envisaged 1in
Article 8(3) of the Long-Term /rrangement is to be combined with ncgotiations
of tariff recductions in the Kennedy Round, all elements of the problem should bte
equ2lly spen to discussion and aesctiaticn. My Government could not surrender
its right to examine the question of extension, modification or discontinuation
of the Long~Term Arrangement in the vague hopc that access for its cotton textiles
will be substantially enlarged through recduction of tariffs and " more liberal
administration of the Long-Term Arrangement”.

The Committee has been asked to consider the Aide Memoire on cotton textiles
imports in the United Kingdom circulated in secretarizt document COT/S59 dated
3 December 1965. This is an important document and is of vital interest to
Pakistan. Whilc the United Kingdom's proposals do have an important bearing on
the Long-Term Arrangement, we feel that it would be more conveunient to deal with
these proposals after we have concluded our major review of thc Long-Term
Arrangement. In these circumstances, we will defer our comments on the proposals
of the United Kingdom.




