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With your permission, I should like to make some general observatiocns on the
subject of the administration of the Long-Term Lrrangement Regarding International
Trade in Cotton Textiles.

At the outset, it would be useful to recall that, when the original Long-Term
lrrengement was concluded in 1962 by imrorting and exporting countries, it was
conceived as a temporary measure designed to facilitate trade expansion in a
reasonable and orderly manner so as to avoid-disruptive effects on individual markets
and on various lines of production.

In other worde, the Lrrangement was and is to be considered provisional in
character which should be cbolished as soon as possible with the elimination of
remeining restrictions on imports of cotton textiles.

Having a firm beljef in this provisional character of the Lrrangement, our
country sgreed last year to its extension for a period of three more years ending
30 September 1970, especially on conditions thet-the administration of the irrangement
by the importing countries would be improved with a view to carrying out further
liberalization and to removing technical obstacles still existing in the way of
increesed access to the markets for cotton textiles.

To my regret, however, I mist state thet efforts towerds accelerating liberali-
zation of trede in cotton textiles in many countries have not brought sufficient
results until this time. It is true that a few measures for easing trade barriers
have been taken in some importing countries, but I must draw azttention to the fact
that these are related to z limited range of products, in the exportetion of which our
country is little interested.

Phrtheﬁnorc, it should be pointed out that no striking achievements have been
made sincc the extension of the «rrangcmcnt in the relaxation and dismantlement of
the remeining restrictions.

What is more important, there is an incrcasing trend seen recently in one of the
biggest importing countries, towards extending the same typc of arrangement to the
field of other fibres. Our Govermment is now keeping watch on such a protectionist
trend with serious concern and deep apprchension. It is the view of our Government
that such an approach would run counter to the spirit and principle of Jrticle I of
the irrangement and that all importing and exporting countrics should be opposed
unequivoceally to it.



CUT/ /103
Page 2

Rogarding ths question of the future of the present irrangement, .l would
like to point to the fact that it wos oxtended in 1967 only with an aim of
ellowing = Turthor brecthing space for structursl adjustacnts of the cotton
textile industry in the importing countrics

In this ceonnexion it should be menticned that the Japohese cotton textile
industry, witih the co-cperation of the aovyrnru“t, hes been devoting itself to
modernizaticn of its producticn fzeilitics ond egquipnent. :

Judging from the rscent reports on adjustment mecsures subnitted to the
secretariat by the imperting countrics we fecl that we must regretfully state
that no remerkablc advances have becn cchisved in the direction of sclving
problems of the cotton textile industrics through adjustment ncasures instead of
trade restriction. '

Let me now turn to the operation of the Long-Torn Jrrengenent.

4s for irticle 2 countries, we regret that measures for import liberalization
teken during the past six years in the Buropean Commwrity and other countries, in
our view, have been slow and inadequate. We also rcgret the fact that those
countries still maintzin guentitative restrictions on items whosec import were
negligible and that thcsc restrictioqs ore still kept without any satisfactory
explanations or without g limit of serious appraiszl, as far as we know, of the
necessity of suca restrictions.. We would like tc ask those countries to
liberalize imports as carly as possiblec.

Lceording to paragraph 3 of the Protocol for the extcnsion of the Long~-Term
Lrrangement, the Europcan Economic Community quotas for the year 1970 should be
increased by 154 per cent over 1962. The quotas actually offcred by the EEC,
which arc mentioned in Table D of the sscrotariat papsr COT/W/101, are far bclow
this figure, and we would like to sezk clarification on this point.

In case of Irticle 2 countrics, restrictions are meaintained on many items
whose quotes are unused due to the fact that quotas arc dividad into too amall
units to be practical for business transactions; the procedurc of issuing import
licences is not clear; or licences are given teo importers who are not much
interested in importation. These expericnces show that the management of quotas
would be better handed over to exporting countries, and ny Goverment is prepared
to enter into arrangements with importing countries on this proklen.

Scme countries have increascd quotas in accordance with the provisions of
Irticle 2 only in appearance, but in substance quotas have just nominally been
inersased only for thos: items in which Jepanese exporters do not have a keen
interest. In short these nominal increases of quotas result in unused quotas.

We regard this sort of practicc as beinz contrary tc the spirit of the irrangement.

Some other countries arbitrarily set us sub-quotas for specific items within
the quotas for made-up goods and restrict the issuance of import licences. This,
we believe, is a violation of the provicsions of paragraph 2 of irticle 2 of the
irrangenent.
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With regard to Jlrticle 2 countries, there is not enough flexibility in
shift, carry~-over and carry-in. It is our view that flexibility of zround
10 per cent should be allowed for the effective management of quotas.

Lis you recall, we have asked govermments concerned, on every occasicn, to
make efforts to abeclish the Nordwick .greement which still constitutes a serious
obstacle to the exports of our cotton textiles to Buropc. (iccording to an
unofficial explanation given by the EEC, the problem is now dissolved by the
abolishment of customs duty as from 1 July as far as intra-EEC trade is concerned.
On this occasion we would like to know the prosent situaticn. We are inverested,
in particular, in knowing whether intra-EEC trade of goods covered by the
Nordwick igrecment is now free, and also whether re-exports of those goods are
now freely conducted.)

It is mainly because of our deep dissatisfaoction of the situaticn which I
have just explained and in strong expectation of the immedizte betterment on the
part of the govermments concerned of the practice of the irrangement, that we
proposed to the Commission of the European Communities the commencement of
negotiations based on the irticle 4 of the irrangement.

I now turn to problems about irticle 4 countrics. Under the new Jgreement
with the United Stetes which covers the period 1968 through 1970, therc are some
improvements including the new provisions for carry-over in addition to the
previous provisions for shift. We should point out, hewever, that the operation
of the lgreement is circumscribed by the feact that the quotas for each group are
divided into many specific limits and ccilings. .

48 a result of annual negotiations with Canada in recent yoeors, restrictions
on several items have been removed. The nunber of itoms under restriction is
relatively limited as compared with other major importing countries. However,
restriction is still mainteined for items whose quotas have not been adequately
used. More important, it should be pointed out that the rate of inerease of
quotas is very small. We know that Canada made rcservation regarding the rate of
increase of quotas mentioned in innex B to the Long-Ternm arrangement, but we would
like %o request that quotas for all items will be increased regulerly.

ilthough the United Kingdom is in a specizl position regarding the Long~Term
Jrrangement, its operation of the Arrangement, cspecially with respect to the
relexation of restrictions and the rate of incrcase of quetas, has not been
setisfactory. The number of items of cotton textiles restricted ageinst Japan is
larger than in any cther major Juropean country. Morcover, many of theso
restricted items arc those for which Japan's export results have been negligible,
or occupy & negligible share within the total import of the items concerned.
We are of the vicw that it is contrary te the spirit of the Long-Term Lrrangcment
for the United Kingdom to continuc restriction on such items.

i4s for irticle 3 countrics, although lustralia docs not have restrictions
based on the Jrrangement in form, it has raised customs duty of, and mointains
quantitative restrictions on, items covered by the irransemcnt. In our view
this is o de facto nullification of the purpose of the srrangement.



