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I would at the outset express the gratitude of my delegation to you,
Mr. Director-Generai, and your sccretariat, for the exhaustive informeation made
available to the members of this Committee. We arc generally in agreement with
the conclusions on the working of the Long-Term Arrangement rcached by my
distinguished collcague from Pakistan. We wouid like to exemine the data
presented to us with 2 view to ascertaining how far the following obJjectives of
the Long-Term Arrangement, which has been in force for full three years, heve
been fulfiiled, namely:

(2) promoting exports of less-developed countries possessing the
necessary resources such as raw materials and technical skills, and

(b) ensuring that this development proceeds in & reasonable and orderly

manner so as to avoid disruptive =ffects in individuzl markets and

on individual lines of production in both importing and exporting

countries.

The second cbjective mentioned above is not so much an otjective as a

procedure which, with the agreement of exporting coumtries, was made available
to importing countrics, sc that whenever the fulfilment of the objective of the
promotion of exports of less-developed countries led to a disruption of their
markets, they could remedy the situation. ‘A study of the data contained in
deocument COT/W/49 and the two addenda attached to it clearly brings out that this
procedure has been liberally used even in situations when it was not called for,
The result is that the textile industries of importing countries have not only
Peen a2blc to protect themselves fully against dislocation, but have succceded in
preserving their production structurc and strengthening it, not with a view to
accommodating imports from lcss-deveiopoed countries, but with the aim of
frustrating these imports even during a pcricd whon the procedure under the
Long-Term Arrangement may not be avallable to them. No wonder then that the R
Long-Term Arrangement has caused unadultcrated satisfaction to importing countries
and unrelieved and growing gloom to the textile industries of the exporting
ccuntries. The report brings out that Jue to large-scale investments and
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modernization, the textile indusiries of Group I countries hawve increased
their strength =2nd competitive capacity on 2 sczle which threatens the very
export potentisl of Group II countries.

In the developed countries, there has been a pronounced shift from cotton
to men-made fibres and the so-called contraction in the cotton textiie sector
of the developed countries is really the .menifestation of such a shift from
cotton to man-made fibres. In fact, taking consumption of cctton, rayon amd
other man-made fibres together, the textile industries of the develcped
countries have made substantial progress throughout the period of the Iong-Term
Arrangement. Their cconsumption of these fibres has gone up from 4.70 million
metric tons in 1953 to 5.17 million metric tons in 1950 and 5.06 million metric
tons in 1968. The statistical report further notes that cellulosic and :
synthetic fibres give more yarnm or cloth per unit weight than cotton and that
the factors for converting men-made Tibres into cotton equivalent usually very
from 1.1 to 1.8. Even if we use ths ratio of only 1.5 for rayon and other
men-mede fibres, the consunption by the develcoped countries in 1953 is
equivalent to 5.36 milliion tons, the corresponding figures for 1960 and 1964
being 6.06 and 7.43 million tons, which show an increase in 1964 of
A0 per cent, over 1953 and 22 per ceat over 1960.

¥ile thus the second objective hzs been more than fulfiljed, the progress
in regard to the promotion of exports of less-developed countries has been
very souch disszppointing. ’

As may be obscrved from Toble S in COT/W/39 the exports of Group II
countries exparded from 192,000 metric tons in 1960 to 222,000 metric tons
in 1953, an increase of 15.6 per cent. Figures of Group I countries in this
table as well 2s in Table 8 zppear to have been vitiated by some confusion in
regard to intrz-EEC and intra-EFTA trale. But COT/STAT/38 submitted by
the EEC brings out the fact that T~C exports to the world ircreasct froem
1,128 milifon dollars in 1952 to 1,458 million dollars in 1964, 2 rise of
320 per cent in two years slome. Quoting, however, from the GATT publication
®international Trade 19647, we can sce from Table 16 thereof that the EEC
exnorts of textiles and clothing to the world rose from 2,599 rillion dollars
in 1960 to 3,879 millfon dollars in 1968, a risec of 49 per cent. The intra-EEC

trade more than doubled in that period, from 909 million dollars to 1,982 million
dollars. In the same pericd EFTA expcrts increased from 1,517 million dollars to

1,659 million dollars, i.e. by 25 per cent. The increase in exports from
North America, though lower at 19 per cent, are still higher than the Group II

countries"’ figure of 15.6 per cent. What is even more remerkzble, the exports ef

non-participating countries according to Table 5 of COT/W/43 went up from

122,000 metric tons in 1960 to 134,000 metric tons in 1968, a rise of 18 per cent

28 against a rise of 15.6 per cent for Group II countries. Table 7, however,
reveals a different picture. The imports of cotton textiles into Group I
countries from the Eastern Trading Arez went up from 345 million dollars in
1961 to 81 million dollars in 1964, a growth of 80 per cent in three years.
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The conclusions to be drawn from these observations are that an exporting
participating country is worse off than 2 non-participating exporting cowntry.
A developing participant is perticularly worse off, as the restrictive )
arrangements are not applied to the developed countries, but they are epplied
to the less-developed countries. So far as EEC is concerned, the
less-developed country is exposed to two-fold discrimination, whereas for
intra-EEC trade, there are no guotas and the tariffs have been reduced, a
less-developed couniry is bound by quotas and has to face high tariffs. As
a matter of fact. this should have been the other way zbout, i.e., there should
be no tariff when the import is restricted to z quota.

Turning tc the aspects of structural zdjustments, Artiele 1 visueliises
that special practical measures of interrmational co-operaticn should be applied
so as to assisl in any adjustment that may bs required by changes in the
pattern of world tracde in cotton textiles. This meant thet structursl
adjustment in the industries of the Group I countries was expected to proceed
in the direction of enabling a2 progressively larger access to the kiné of goods
which less-developed countries sre in 2 position itc export. Actually, however,
the structural adjustment has proceeded in the opposite direction, i.e. the
production and exporis of Group I countries have increasingly shifted to the
area in which Group II countries were supsosed tc heve a better potential.
Their average count has gone ~carser and they have incressingly resorted to
exports of greys.

The operzation of the Long-Ter: Arrangement has created a climete in which
an increasing resort is being wmade to restrictions inconsistent with the
objectives of GATT, th2 result of which iz to impede the efforts of
less-developed countries t¢ invest in and build their industries in sectors
where increasing export opporitunitics would be available. ¥™en the exporting
countries subscribed to iong-TuTw Arvengement. they believed that if the
expansion of the exportc of iess-developed countries caused any difficult
problems to the textile indusiry of an importing country, thet country would
resort only to the remedial measurces provided for in “‘he Long-term Arrangement.
wWhat sppears, however, te rave happened, s that the imperting countries
viewed the Long-T..z Lrrangement as giving them a carte blanche for imposing
whatever restrictive measures appeared to them to be feasible and effective.
There is no other explanation which occurs t2 our delegation for the widespread
use of tarif{ znd non-iariff barriers %o checkmte ciports from less-developed
countries.

We hed entered into a voluntary arrengemert with the United Kingdom long
before the Long-+<7Tm Arrangement s thought of. E=d the refreshing example sel
for larger intske of cotton textiles by this countyv been emuleted by other
Sroup I countries, these annual meetings of the Cotton Textiles Committee could
have been converted intc social geatherings which are so useful for promoting

3

internmational e«cnonlce co—operaticn ond 2ssistance. In tze wake of the
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Long~Term Arrangenment 2nd the climete creatad by the Arrangement, however, the
subjection of ocur imports inte this country to categorizastion has resulted in
some set-back in our capacity to maximize foreign exchange earnings from
exports to this important merket. Furthermore, while the countries cbserving
voluntary Quota restrictions remained where they were, others have substentially
expanded their exports to this merket. Nevertheless, we are hopeful that these
aspects of the problem would be settled in 2 spirit of understanding and
appreciation of the needs of a developing country like ours.

In the EEC countries, the administrative procedures adopted by Germeny
and France for operating the quotas have greatiy hompered us in the fulfilment
of even the meagre quotas. As poisted cut in the report before us., Germeny
and France would be more helpful if they consider itransferring the zdministration
~ of the quota arrangements to the exporting countries. Continued operation of
the Nordjwik Agreement 2nd the CEEC preferences. given on non-commercizl grounds,
have severely restricted access for our exports, particularly our greys, to
the EEC countries.

faother developed country is making increasing resort to tariff protection
and still another has adopted a valuztion procedure which hes had a telling
eifect dh our export performence in that merket.

In the market in which Indi2 h2s been subJected to Article 3 restrzints,
restrictions have been placed precisely in those categories where we have an. -
2bility to expand exports much faster because of the nature of raw coiton
and technical skills with which my country is endowed. Further, in placing -
such restrictions, the base year approach and the period chosen for the
determination of our quotas, have resulted in the guantities being fixed at an
unduly low level. The importing country should place before itseif the
objective of making necessary structural adjustments with a view to discarding
Article 3 restrzints, zs 2arly as pessible, and not perpetuating them as
is happening a2t preseai. The categorization should not 2isc be narrow and
detziled.

We are fully in agreement with the point mede by the disiisguished
delegate from Japan, nemely. that with regard to pre-existing restrictions
inconsistent with the provicions of GATT, littie or no progress-has Deen made
towards rejaxing them progressively each year with a2 view to their elimination.
i reference has already been made to the continued operatiem of the Nardjwik
Agreement and the operation of the quotas by France z2nd Germany. There hes
not been the same amount of pressure for removal of these illegal restrictions
which, but for the Iong-Term Arrangement, would have been generated.
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- .My country has been particularly hit oy the operation of the ILcng-Term
Arrangement and it is .unfortunate that the results which our cclleagues from
developed countriss during the long negogiations preceding the Long-Term
Arrangement led us to believe would accrue to Indiz by Jjeining the Arrangement,
have not been fuifilled. OCur example is of significance in view of the fact that
we have been exporting cotton textiles from times imremorial. We are particularly
fitted to earn foreign .exchange by exports of cotton textiles as we grow our own
cotton. .We have cne of the oldest textile industries of the world. We mainiy
cater for.the requirements oI our own domestic consumers and export oniy a small
percentage of our production in order to earn the much needed foreign exchange.
We have been hoping that because of cur naturel endowment, we can easily increese
cur foreign exchange earnings from this iter and thus build up our import capacity
for purchasing more sophisticated items from industrialized countries tc whom our
increased exports would be directed. We thought that the Long-Term Arrangsement
would help us to bring about that internzational division of labour, of which we
have talked s¢ much, and would help industrialized cocuntries to bring about an
orderly shift frcm less remunerative to more remunerative employment of labour
and capital. The fact that we have failed to increase cur expert ezrnings and the
industrial countries have failed tc bring about this desirablie shift, proves
conclusively that the Long-Term Arrangement has not achieved the purpose for which
not only we but representatives of ihe industrialiized countriés subscribed to the
Arrangement. .

I would regquest Jyou, Mr. Chalirmen, to permit me $0 taXs certain observations
on the provisions contained in soms of the key srticles of the Long-Term '
Arrangenment. .

: Article 1 prompted. less-devslcped countries to become signatories to the

. Arrangement in the hope that structural adjustments would be carried out in tho
industries of the importing countries with 2 view to giving progressively larger
access to exports of less-develcped countries. Contrary to this expectation,

the period of the Long-Term Arrangement has been utilized by industries of the
importing countries not only to modernize and change the character of their
industries from labour-intensive to capitei-intensive, but aisc to shift-their
production precisely to those areas in which the jess-developed countries. expected
to have a progressively larger access. The productivity of Group I countries.

has made a very rejiid progress during the period of the Long-Term Arrangement.

In 1953, yarn production per spindle hour was Q121 kg for. Group I countries

and .0137 kg for Group II countries showing only 2 marginel difference between the
productivities of the two Groups. In 1964, the corresponding figures were C.186 kg.
and .0136 kg., which show how far ihe Group I countries have technologically
advzopooc cover the Group IT countrics. The mreamess has bown porticuissly
spectacular between 1960 and 1964 and one may expect that within the next two or
three years, productivity of Group I countries will outstrip that of Group IT
countries by more than 50 per cent. As regaerds productivity in weaving, a

similar trend is visible. The machinery utilization has alsc shown spectaculer
growth in Group I countries. Their average count has aiso gone coarser.
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So far as Article 2 is concerned, its first paragraph has remained almost a
dead letter. Besides that, I have already referred tc the difficulties created
by the adrministration of guotas by the importing countries. VWhile the importing
country claims that it has given the growth which it was required to give under .
the iLong-Term Arrangement, the exporting country dces not derive any benefit
from this so-called growth. I would like to leave it to this Committee to Judge
whether the fault for this lies with the method of operation of Article 2 or its
structure. Furthermore, it has given rise to 2 clim=te in which increasing
resort is being made by the developed countries to tariff, commercial 2nd non-
commercial poiicies which 2re calculated tc shut out their markets to less-
developed countries.

Turning to Article 3, market disruption is claimed only on the basis of 2
narrow statistical exercise of comparing imporis of one periocd with those of
anotker. As stated by me earlier, the study contained in document COT/W/49 h=s,
far from establishing any market disrupticn in the last three years, revealed a
substantial growth in the textile industries of Group I countries, taking cotton
and man-made fibres together., therever 2 promising ocutlet was discovered by the
less-developed countries, it was promptly plugged not for 2 temporary nerilod as
envisaged, but on a2 iong-term basis. While exercising the unilateral Jjudgement
given to the importing countries to place restraints under Article 5, some
objective criteria should be laid down for concluding that 2 threat of: disruption
has, in fact, arisen. In doing this, full consideration ought to be accorded to
the ratio of imports tc cornsumption in the imperting country. In this comnexion
we heard the distinguished delegate from the United Kingdom say yesterday that
nearly 20 per cent of the total consumption of cctton textiles in his country was
met ty lmports. The importing country should z2lso be reguired to examine whether
it is not possible for it to accommodate increasing imports through z shift of the
locel production to more sophisticated goods. Or z2lternatively, the liberal use of
the provisicn for the grant of adjustment assistance provided for in the Trade
Expansion Act of the Unlited States and prowotion of similar legislation by other
developed counitries would take care of the zdjustments which shifts in demand may
cail for. If at all restrzints under Article 3 become inevitzble, in fixing the
levels of gquotas, only the level of exporis in the previous year is teken into
account, disregarding the export performance of previcus years, as also the fact
that in the nrevicus years the importing counitry had heern able to accommodate
larger imports without causing any disruption. Best year performance rather than -
hase year performance as also the export notential of the particular exporting
country and its needs for earning foreign exchange should all be taken into account.
The categorization shnuld also not be to0 narrow and detailed. But for such
imorovement in the wvorking of Article 3, =fforts made by the developing countries
%W build up entrezrensurial tzlent and mz2ke investments in those particuler sectors
where they have an export poltentizl, wiil be completely Jjeopardized.



CCT/w/62
Page 7

Textilc products menufactured out of hand-made fabrics in the cecttage
industry should be treated on par with hendloom fabrics on the basis of
certification procedures in the exporting countries. Such exemption should zisco
be extended to other categories of textile products of particuler exgort
interest to the developing countries.

A review of the working of the Long-Term Arrangement discloses that the
concept of orderiy growth by departure from GATT principles has faziled. 1In
this context, we fully share the diseppointment so eloquently voiced bty the
distinguished delegates from Jamaica and the United Arab Republic. To us the
concept kas come to mean legalization of illegal restricticns a2nd discriminatory
action to frustirate rather than promote growth of exports of less-Gevelcped
countries. There has been a proliferation of restrictive practices which, we
believe, would not have come intc being but for the climete creatsd by the
Long-Term Arrangement. We would like to end by pointing cut that non-participents
have enjoyved =z much betier rate of growth than the participants and experts of
handloom fzbrics not subject tc the icng-Term Arrangement restrainis have shown
2 commendable progress. This is not a very happy reflection on the working of
the Long-Term Arrangement. The putlic cpinicn in our ccuntry mekes it virtuzily
impossitle for our Governmernt tc continue to lend its suppert tc this concept.
Cur delegation is, howsver, aware that important importing countries desire this
concept to be maintained for 2 period even longer than the ons prescribed in
the Long-Term Arrangement. The responsibility rests heavily on them to indicate
to this Committee, the steps they proposc tc take during the year 1966, so that
it may be possible to view this concept more sympatheticzlly than the actuzl
operation to date Jjustifies. I would like to suggest that in corder tc give an
opoortunity to developed countries tc let us have their fully considered response
to this appeal, a meeting ¢f this Commiitee be convened in the =arly part cf 1968.
Such a meeting would also z2ppear to fit in with the timc schedule indicated
in Article 8(d).

-



