RESTRICTED

GENERAL AGREEMENT ON | VIR s
TARIFFS AND TRADE

Spceial Distribution -

COTTON TEXTILES COMMITTEE

Droft Heport on the Meeting of the Committes
Held at the Palais des Nations on 22 October 1968

Chairman: Mr. O. LONG

‘ Page
Subjcects discussed: I The sixth annual review of the operetion .
' of the Lrrangement 1-20
II Measures tcken or contemplated by the importing
countrics participants in the irrongement to
facilitate adjustments in their cotton textiles
irdustries 20~24,

New participants in the Arrangement

1. The Chairmen wzlcomed the representetive of Poland which had become a member
of the Cotton Textiles Committes since its last mecting.l He said that Portugal
had also accepted the arrangement, and the Protocol extending it, on behalf of its
Customs Territory of Macao?, and the Kingdom of the Netherlends had extendad the
application of the frrangement and the Protocol to the Netherlands Antilles.3

I. The sixth aruual reoview of the operation of the irrangement

2. The Committee had before it document COT/W/lOl which summarized notifications
of actions so far received by the seeretariat under the various articles of the
frrangement during the sixth year of its operation, as wcll as other arrangements
relating to trade in cotton textiles. The notifications received from the

United Kingdom on current imporl arrangements for cotton textiles from restricted
sources was becfore the Commititec in document COT/118.  ilso before the Committee

1see document COT/83.

2Seo documcnt COT/32. °

. ,
“Sce docunment COT/85. , ."

4& summvry of the notifications received nftcr the distribution of document oOT/W/lOI
will be incorporated in the relevont prrts of this document which w1ll be .

attached as sn annex to the finel version of this report.
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wes document ‘COT/4/200 snd 4dd.1 describiag developments in production of, and
trade in, cotton textiles during 1966 and 1967, and following up the analysis

containad in Chapter IT of /. _Study on Cotion Trttiles prepsred for the major
review which took placz in December 1965; T

3. The Chelrman iucgl¢ed-uhan it was ggreed last year: that in vicw of the
very extensive discussions and exarinotion of the Ar*angemupt which took place
1n 1966 and 1967, the next annuzl review of its opsration should tske place in
he latter part of 1953, but bafors the Lwenty-fifth sescion.l hs the
Gommgttee carried out the sixth annucl review, in sccordance with the
requiremerits of 4riicle &(c) of the Arrangement, it should obviously have in
mlnd the discussicns which led wo the extencsion of the Lrrangement.

L. The representa+*vc of Polrnd said that the textile industry in his country
‘-was importent to the na “ioncl ec ccﬂnom,. T:.s production of cotton textiles
represented a cons 1aeraﬁlb pacst oFf this ind LQTTV. Despite increasing domestic
consumption, Poland had always beeb a nst expor te* of cotton textile products.
His country, having due regard to the main objective of the Arrangement which
wag to provide largcr oppereinitizs for the devcloping countries to increase
their exports of cotton textiles, had started, since 1967, tc import menufactures
-and ssmi-menufactures from thesc countries. Imports in 1968 showed a
cousiderable increase ac cempoasd with 19907, particularly from the United Arzb
Republic' and Pzkistzn. Hs underlined the immortance his country, as an exporter
of cotton text11°"n attachad *o the bilateral sgrecment concluded with the .
United States and said L this egrzomant was bazed on mutual understandings in
accordance thh the priusiples ond the spiric »f the Cotton Textilcs drrangement.

5. The rﬂpr;sev,htive.of daran in his statemen®t, walch is réproduced in full

thot the irrangement was conceived as ¢ temporary measurc
d351gned to faci ;f ~ta t**ﬂﬂ cxpansion in & reasonable and orderly nonner. It
should, thereforso, O_Q_ql_b;,; as soor as pogsible with the eliminetion of
remaining restrictions oo irmorhs of covton tortilas, Having o £irm belief in
this provisional characier of the arrengcment, Japan agreed to its extension

ﬁxpuCLaWJy <n conditien tha’ its cdministration would be 1mproved . He regretted,

ce document 1/2853 and SR.24/11 pags 135.
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however, that erforts towards accelerating liberalization of trade in cotton
textiles in many countries had not brought sufficient results. It was true
that a few measures for easing tradec barriers hadbeen teken in somc importing
countries, but these were related to a limited range of products, of little
interest to his country. No striking achievements had been made since the
extension of the Arrengement in the relaxation end dismantlement of the
rersining restrictions.

6. He said that there was an increasing trend towards extending the same type

of arrangement to the field of other fibres. His Government was keeping watch

on such a protectionist trend with sericus concern and desep apprehension as, in

its view, such an approach would run counter to Article 1 of the Arrangement and
all importing and exporting countries shouid be opposed uneguivocally to it.

7. Commenting on the operation of the Arrangement, he said that the measures
taken by the European Economic Community and other countries applying Article 2
for import liberalization during the past six yeers had been slow and inadequate.
These countries maintained gquantitative restrictions on items, import of which
was negligible. He questioned the necessity of such restrictions and requested
these countries to liberalize imports as early =s possiblc. He pointed out that
the quotas z2ctually offered by the EEC were far below the figure written into
fnnex & of the Protocol extending the Arrangement and requested clarification

on this pﬁlnt Quctos were unused duc to o number of difficulties cncountered.
(iotas were divided into small units and licences were given to importers who
were not much interested in importation. Somc countries arbitszrily established
sub-quotas for specific items and restricted import licences. In their view,
flexibility of around 1C per cent in shift, carry-~over and cerry-in .should be

allowed for the effective management of quotzs. The manacgement of quotas weuld
be better handed over to exporfing countries, and his Government was prepared *o
enter into arrangements with impsrting countries on this problem. It wos mainly

because of their deep dissatisfaction with the situation that they proposed tc tue
Commission of European Communitics the commencement of negotiations, based on
Article 4 of the sArrangement.

8. He reiterated his appecl to the Governments concerned to make efforts to
abolish the Nordwick Agreement which still- constituted o serious abstacle to
their exports of cotion textiles to Europe. He was interested, in particular,
to know whether intra-EEC trade of goods covered by the Nordwick aAgreement was
now free, and also whether re-uvxports of those goods were now freely conducted.

9. - 4s for:Article 3 countries, he said that although Lustralia did not impcse
restrictions based on the Arrangement in form, it had raised customs duties of,
and meintained quantitative restrictions on items covered by the Arrongenent.

In his view: thls was a de facto na;llflcatlon of the purpose of the Arrangement.,

'
HE
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10. Referring to 4rticle /4 agreements, he said that there were some improvements
in the new agrcement with the United States; including the new provisions for
cerry-over and shift. The operation of the agreement was, however, circumscribed
by the fact that thc quotes for each group ere divided into many specific limits
“and ceilings. As a result of annual negcotiations with Cenada in recent years,
restrictions on seversl items had been removed. The nunber of items under
restriction was relatively limited as comparsd with other major importing countries,
but the rate of increcse in the quotas was very small. He therefore requested
that quotas for all items be increased regularly.

11. In conslusion, he said that the implementation of the Arrangement by the
United Kingdom, especiclly with respsct to relaxation »f restrictions and the

rate of increase of quotas, had nst been satisfactory. Many of the restricted
items werc those for which Japan's exports had been negligible and it was contrary
to the spirit »f the Arrongement for the United Kingdom to continue restrictions
on such items. '

12. The spokesman for the Buropean Economic Community and its meamber States,
cormenting on the remarks made by the Japaness rceprescnictive, confirmed that
the Community had carried out the cormitments entered into upon the extcnsion of
the Arrangement. Until such time as the Community could take a stand with
respect to Japan's request for the opening of negeotintions under Article 4, he
expressed his willingness to furnish any information concerning the methods used
in calculating the quotas allocated undcor article 2.

13. The representative of Australin, commenting on the point raised by the
representative of Japan on tariff and nther action that fustralia had taken, said
that these actions were in accordance with the provisions of the General igreement.
In fect it had been pointed sut in the Cotton Textiles Committee that the toriff
was the rescognized vehicle for protecticn.

14. The representative of the United Lrob Republic stressed the importance his
delegation attached to the principle of liberslization of international trade in-
cotton textiles. His country subscribed tc the extenaion of the Arrangement on
the understanding that it was a provisional instrument intended to deal with the
special problem of cobtton toxtiles and it should not, theref~rzs, be extended to
other suctors of the textile industry. In the course of the discussion leading
to the extension of the arrangement, his country had negotiated different '
arrengements with certain importing countriss providing principally for expanded
. .access for cotton textile imports. In this respect, a bilatersl agreement had
" been concluded with the United States amending the existing bilateral and
providing more favourzble terms »f zccess for the United frab Republic to this
market. However, this agresment had n>t yot been put into effact and they were
awziting its implementation as s~on as possible with a view to fulfilling the
contracts ccncludcd with Americen impsrters on the basis of this new agrecment.
He underlinced the importancc his country nttacacd to exports of cotton textiles
as a neans ~T increasang its foroign exchange carnings.

-*
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15. It was expected that importing countries would implement the Arrangoment
in a more liberal manncr and would -~ffer nmore favoursble conditions for access
in accordance with the extended Arrangement. However, after the extension of
the Arrangement, restrictions were imposed on experts of cotton textiles from
the United irab Republic. He, therefore, expresscd the hope that importing
‘countries would rescrt cnly tc the restrictive Articles of the Arrangement in
cases where this was justifiable.

16. The representative of the Unltud Stotes in his statement, which Is
reproduced in full in CCT/W/104, said that his Government belicved that the
record over the first six years of the .rrangement indicated progress in the
collective effort of both importing and exporting countries to solve problems of
common concern in regerd to cotton textiles. It had mognified world trade
opportunitics and had helped to curb disruption in the markcets cf participating
countrics, thus minimizing the need for resort to restrictive unilesterzl action.

17. Totzl imports of cotton textiles into the United States during the sixth
Arrengement year amounted to 1.6 billion square yerds. This represcnted an
increase of necarly 45 per cent over the Short-Term srrangement year. These
levels continued to stamp the United States as the world's largest market for
cotton textiles; it imported cotton textiles from more than ninety countries.
Imports from the develuping countries to the United States in the sixth
Arrengement year, totalling 1,044 million squere yards, accounted for 66 per cent
of totel imports, an increase of 65 per cent over the Short-Teria Arrangement year,
and 22 per cent over the average for the first five Long-Term Arrangement years.
These quantitative increnses reflected graphicully the United States contribution
to increasing trade from dcvelﬂplng markets in accordance with the objectives of
the Arrangement.

18. 1In value terms, imports from all scurces in the sixth Arrangement year, 2t
$454 million, increased by 53 per cent over thc Short-Term irrangcment year and
24 per cent above the averagc of the first five Long-Term Arrangement yeers, due
mainly to. a substanti- increase in imports ~f apparel. Inpcerts from the
devcloping countries during the sixth year at $236 million were 73 per cent more
than in the Short-Term irrangement yeer eand represented an inercase of 25 per cent
over the five-year Long-Term arrangement average: this was higher than the vealue
of imports from 21l countrics ~nly ninc¢ years =2go. mports from Japan and the
nther industrialized countrics increased morc slowly than thosc from deveioping
countries. Incrensed imports, combined with increcsing diversity and
sophistication in producing for expurit greatoer quantltlas of thosc textiles
falling within cotegories with higher unit valucs such as epparel, carried with
it increnscd foreign exchange carnings for the developing countrics.
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19. Referring to the bilateral cgrecments concluded with cightoen nations, he

said thnt the totel ceilings between the beginning of the fifth and the

beginning of the seventh Arrangenment yeers incrzesed frem 1,129 miliicn squerc yards
to 1,417 million square yards, an incrocse of 26 per cont.  This increment was

- a reflcetion of the libernlization offected by the United Stotes in connexion

with the extension «f the lrrangerment during the Konnedy Round.

20, HRevicwing trends in the domestic cotton textils industry, he said that
domestic consunption «f cotton textile products declined during the sixth -
Arrangement year. This waos oceonpenied by and might be relatca to an increase
in production of man-made fibre textiles and blends and a sharp incroase in
inports of thesce products. The ratio of imports of cotton textiles to domestic
consumption increassed during the sixth Arrangement yeer. Production ~f cotton
grey goods aend the number of loom hours worked declined. At the same tine,

- weaving nill inventorics increased and the resultant ratio of inventories to
urnfilled orders increased. Employment in the textile zand apparel industry,

" where many producars were in areas »f high and chronic unemployment, was
particularly vulnerabls to these shifts in activity.

21, After referring t~ the problems related to» rising imports of wool, man-made
fibre textiles and blends with cotton, most »f which were competitive with

" cotton textiles and were generally outside the purview of the Arrangement, he

peinted out certain shortcomings in the implementation of the Arrangement by the

- perticipating countiies. Overshipments continued tn plague the United States

.Government in acdministering levels of restraints, there had been some cases

where overshipments had nct been inadvertent. Misunderstandings often arose with
regard to classification. Effective =ffort sh:uld also be nade to avoid undue
eoncentration nf exports within short timz periods. Problems of import spacing
had in fact plagued the domestic market during the fifth and sixth Long-Term
Arrangement years, c¢ven in instanccs where the level of trzde was within the
cellings esteblished in the arrangements. Thce depressing affect wns not only felt

© by the importing country, but could 2lso have detrimental effects on the market

- for products of sther exporting countries. '

22. CGCertoin countries continued ¥ employ restrictive trede practices ranging
from cmbergoes to licensing systems vhich impeded international trade in cottion
textiles; and the United States' offorts t incrcrse its exprris. . To aviid
diversion of trzde it was essential that any restraint on imp.rts of cotton
textilzs from either participating c-untrics -r nun-partiziponts be justified
under the arrangement.

23. In ccnclusion; he seid that thc United States Govermment inv-oked the

- provisions cof aArticle 3 on cxports in certain categerics from seven non-participants
only after anclysis »f its domestic narket and after stulics hed demonstrated

the need fr the imp-sition of restraints. Failurc to impnsc necessary restraints
would threaten the cquity position f participants. 4 totel ~f five restraints
were terminated during the fifth and sixth Lrrangement ycors.
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24. The spokesman for the Europczn Eccnomic Community and its member States

in his statement, which is reproduced in full in document COT/w/lOS, outlining
developments in the Community's cottorn sector, said that between 1962 and 1966
internal consumption showed o moderate incrcase, production and exports declined
and imports werc more than deublcd. In the second half of 1964 and the first
half of 1965 the situation deteriorated scriously because of a sharp contracition
in derand in several member States. Despite some recovery in the second half of
the year und also in 1966, the cvolution of consumption, trade and production
during the sixth year of the Arrangement was strongly affected by this new
falling-off in dcmand in 1967.

25. Consumption of cotton textiles in the Community, a2fter a marked reduction

in 1965, showed =n increcase in 196%. However, because of the low level of
econcmic ectivity, consumption agein declined ia 1957. Since 1962 global imports
of cotton textilce intc the Cemmunity had becen increasing continuously. Although
imports in 1967 declined, thcy still rcmzined at o high level in relation to
consumption. This import decline mainly affected deliverics of woven cotton
fabrics from Yugoslavia and houschold goods 2nd made-up articles from Hong Xong.
Exports from tke Community over the scme period, porticularly of garments and
cotton fabrics other than grey, had been adversely affected by kecener competition
in third markets, principaliy from Japan znd devcloping countrics. This trend
continucd in 1967, thercby bringing nbout a further detericration in the balance
of trade in cotten textiles. Producticn wms affected by continuing high imperts
and declining experts in 1967. The recovery that had taken pluce in 1966 did not
centinue in 1967, The number of machines and persons employed had been declining
considerably since 1962,

26. Reviewing trends in 1968, he said that since 1965 the Community's

cotton textile industry had not yet rallied to o satisfactory ratc of ectivity.
The general trends in the Community's cotton situation since 1962 seemed likely
to continue. So far as imports were concerned, however, therc secmed te be =
slight pause in the upwmrd movement,

27. Referring to the implemcntation of the Arrangement, the spokesmen for the
Cormmunity said that despitc the lifficulties encountered by the Community's
cotton textiles industry during 1967, increases in the quotns had been granted
~t a rate corresponding to the initinl commitments cntered into by the Community
under Article 2 with rcspect to the four countries originally conccrned.
Furthermore, additionzl quctas had been opened by Germany and France to threc
other cxporting countrics.

28. In commexion with restrictions under Article 3, he said the provisions of
this Article werc invoked on three oceasions in 1967 and 1968:  the Benelux
countrics limited their imports ~f certain articles from Hong Kong. Bowever,

an agreoment under Article 4 wns negotiatcd and wns being provisionally applied,
pending its signnture. After consultations botween Italy nnd the
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Republic of China, it was agreed that for 1968 the Republic of China would limit
its exports to Italy. Following consultations between Italy and the United Arab
Republic, imports had been limlted to a level agreed upon between the two parties.
In addition, the agreement on export restraint between Gcrmany and Hong Kong,
which was v2lid until 31 December 1969, continued in operation.

29. During the negotiations for the renewnl of the Arrangement the Community

had offered to conclude bilateral agreements with ccritein exporting countries,

under Article 4. Following negotiastions between India and subsequently Pakistan -

on the one hand, and the member States on the other hand, bilateral agreements
were concluded with these two countries.

30. In conclusion, he seid that despife the great difficulties encountered by
the Community's cotton industries and the decline in consumption, the Community
had applied the Arrangement in a liberal manner.

31. The representative of Mexico, referring to the bilateral agreement ,
concluded with the United States, said that exports to this market were subjec
to & global quota of 75 million square yards for the twelve-month period -
beginning 1 May 1967. The level for the second year was slightly higher at
about 78 million square yards. In succecding years the levels were to be
increased by 5 per cent over the level for the preceding yezr. This agreement
was to continue in force through 30 April 1971. With respect to the

United Kingdom, the country quota zllocated tc Mexico for exports to this market
had increased to 4/9,000 square yards. In 1968, the Canadian Govermment had .
requested his Govermment to restrain Mexican imports in accordence with Article 3
to a level which wes fixed in conformity with Amnex B of the Arrangement.
Following this request, there had beon talks betwcen representatives of both
Governments with a view to reaching a satisfactory agreement on the need for the
restraint requested by the Canadian Government. At the end of these talks, his
.. Goverrment had rejected the Canadien request as; in its view, the arguments put
forward were not well founded. Thc decision of the Canadian Govermment had not
yet been notificd officially to his Govermment. '

32, The representative of Colombia said that his country participated in the
Arrangement and subscribed to its extension on the understanding that it was a
provisional instrument to regulate trade in this very important sector. In the
course of the discussion leading to the extension, his delegation seid that
the Arrangement cught to be changed in order to meet the concrete needs of
different countrics, especially those which were in the initial stages of
development, His country attached great importance to the Arrangement, since
the textile industry in Colombia was one of the mnjor industries. The high
productivity of this industry in Colombia made it possible for it to be one of
. the industrizl sectors best suited for expert. Moreover, the industry had a
capacity to increcase its exports to traditional markets. At present the main
narkets for their exports were Cenada and the United States, the only two
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countries with which Colombia had bilateral agreecments. Nevertheless, these

exports had encountered some difficulties in the last few years because of the

quota systems. Exports to the United States, though increased, fell short of the
capacity of the industry to supply this market. In so far as Canada was concerned,
his country was prepared to discuss an extension and widening of the scope of the
bilateral agreement which would expire at the end of 1968. He said that the quota
fixed by the United Kingdom for his country reduced its exports to this market

and expressed the hope that this quota would be increased, His Govermment was
prepared when -opportune, to discuss this matter with the United Kingdom.

- 33. The representative of India, in his statement which is reprocucec in full in
document COT/W/107, said that the political and social pressures and compuls1ons
under which the Short- and Long-~Term Arrangements were proposed, were recognized
and accepted by India as a temporary expedient. His country however, expressed
apprehension that the preambular provisions regarding increasing imports fron
developing countries might unhappily remain a distant vision on the horizon while
 the restrictive provisions of the Arrangement would be readily used. This proved-
true in the first half of the life of the Arrangement which had now been extended.
Several countries found it difficult to give India and other develcping countries
important large basic quotas and to allow for reasonable annual .growth in their
imports from these developing countries. Recently the Arrangement had worked very
much better and there had been very much more evidence of the preambular provisions
being recognized tangibly and practically and being implemented.

34. Outstanding negotiations between India and several countries especially the
Community countries had been satisfactorily concluded. These arrangements had
been working well; when one important country recently had to apply import
restrictions, these restrictions were not extended to the arrangements under
Article 4. In the United Klng lom, textile production had been contracted under
Government arrengements spread over several years. This had resulted in sizeatle
justice being done to developing countries and particularly to those which were
traditional suppliers to this market. Recently there had been certain difficulties
but these were the subject of mutual consultation between the two Govermments.

The United States hacd been faithfully and morally implementing the Arrangement.

35, He referred to certain difficulties which his country was still experiencing.
Exports from Indiaz to certain developed countries had divided and sub-divided into
a very large number of minor categories., This made it difficult to supply these
markets and to £ill total quotas. There were also administrative difficulties such
as licensing, delays, holding up stocks etc., but these could be settled by mutual
consultation with the Governments concernmed. :
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36. Commenting on the point made by the representative of the United States

- that categorization helped the developing countries by diversifying their protucts

“of cotton textiles to increcse the urnit vnlue of their cxports, he said this could
have o certain validity. However, some developing countricsg werc also morlernizing

- their cotton textile industries and these operations werc possible only when long

. runs of standar?d products and processes were adopted. Thus diversification and.

- categorization militated exnctly against this modernization. In India, there was
anothcr and a totally different structure of the cotton textile industry in which -
the hand-lnoom anc ron-mechonized implemenﬁs‘were used, In fact, it was the
hand-loom industry which was the bigger provider of cmployment for labour and this
factor was of the greatest importance to Indin, Therefore, categorization and
diversification greatly hindcred India's totol cxperts of mill-made textiles.

The result of this would be thot the quotas werc not fulfilled and therefore

demands for these were extravwgant

37. He rc:l’cera.te'1 that his country considered it totally unjustified that there
- should be both quaontitative restrictions and high tariffs., If quantitative .
- restrictions were accepted by mutunl agreements under the Cotton Textile Arrangement,
. then surely there was an overwhelming case for a very substantial reduction in
‘the import duty applicable to imports of textile products from developing
.countries, Thus, while this question of preferential trecatment for imports of the
" products of developing countries was being considered, cotton textiles should
not be included in the exceptions lists, and in fact, should be included in the
~application of genernl non-discriminatory preferences for the products coming
from developing countries, He thereforc urged that this matter should be very
urgently and favourably comsidered. A further reason was high prices of cotton
‘which India, being greatly short of cotton last year, had tc import. . Productivity
in the developing countries was low and wages rclated te sroductivity were very
high. If the prices ruling in the markets of developed countries were high, it
was not conceivable that the devcloping countries would sacrifice their foreign
exchange earnlngs by dumping their textiles at low prices. This would show that
- there was no legitimate fear or need for the developed countries to apply vory
high tariffs to cotton textile imports from developing countrles.

-38. In conclusion, he referred to nrtlclc 1 of the Arrangement and ssid that his
delegation and other oxporting countrics would hope very mach that this kind of
regtrictive arrangemont was nct extended further to other products and other
fields, =2nd particularly to products coming from developing countries,

39, Later in the discussion the representative of Indiu, with a vicw to removing
certnin miscconceptions said that his country had not been expanding its
profuction; this wns limited in the organized cotton textile industry to

5 billion mctres., The control on the limitation of this production was

extremely successful duc to the fact that imported cotton, ns well ns the
indigenous cotton, were pooled, and allocated to mills. . India had ~ very large
sector of the hand-loom inlustry which it fostered nnd allowedl to grow in order
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that it might produce specialized fabrics and export these. to the benefit of
foreign exchange earnings. The rate of growth of population in India was about
2.3 per cent on a base of 520 million. As standards of living were rising,

per capita consumption was and ought to be going up. Consequently there was no
serious threat to the United Kingdom or to any other importer, that India would
be unjustifiably and massively investing in highly capital-intensive machinery
and equipment in the textile industry, this, however, was not the case in his
country. His country, in order to supply the full quantity of cloth of a
quality which was acceptable, had to go in for automatic looms of a certain
sophistication for producing a standard quality product which was in demand in
the import markets, "India had been clothing the world for a merc matter of ,
- 3,000 years, and it was perhaps not an illegitimate ambition that it should at
least continue to have a share in this business of clothing the werld.

40. At a later stage, the representative of India in seeking clarification
from the representative of Canada about experting countries being reluctant to
enter into consultation, saicd that if these were Article 3 negotiations,
exporting countries being very much in the hands of the Importlng countries would
never be guilty of any delay or reluctance in the matter of negotiations. But
when a country had already exported a great decal and therefore delayed negotiations
2 tactical basis this was a uﬂfferent case. He further pointed out certain
dlfflcultlcs encountered when the quotas werc administered by the importing
countries and stated that it was important that the administration of the quota
should be in the hands of thc cxporting countries once the totel volume of
exports was agreed upon. The exporting countrics would benefit from being able
to fill the quota and would undertake the responsibility of ensuring that no more
than the stipulated quota cntered the importing country.

41. The representative of the United Kingdom said that in 1967 production fell by
about 20 per cent to a figure which was no less than 28 per cent beslow the :
1962-65 average. In spite of this the United Kingdom had increased the quotas by
1 per cent, which was the figure which had been agreed in this Committee in the
long negotiations on the ccmprchensive restriction scheme. They had conceded this.
increase in the belief that consumption would increase by 0.75 per cent per annun,
as it had done bectween 1955 and 1965. In fact consumption in the United Kingdom
fell by 20 per cent in 1967 and had since not recovered. The share of the market
taken by 1mports had increased very sharply cos a result, reqchlng a1 figure of

. 53.5 per cent in the first quarter of 1968 and 58 per cent in the second quarter.
A very high proportion came from the low-ccst countries. In 1967, for exanmple,

no less than 32,5 per cent of domestic consumpticn of cotton fabrics camc from
these countries. The corresponding figurces for the Unitel States and the EEC

were respectively 5.1 and 3.3 per cent. This meant that the United Kingdom

was importing ton times more in terms of domestic consumption than the EEC
countriecs, a difference which had resulted in very considerable pressurc being

" put on the United Kinglom Govermment to reduce imports. In 1967 no lcss than
ninety~four mills had closed down and in the circumstances thecy were looking
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to other countries to do all that they possibly could to inerease imports from
the developing countries t~ reduce the pressure on the British Government to take
further restrictive meﬁsures, otherwlse it would be extremely difficult for it
to continue to hold the line,

42, Commenting on tbe peint made by a number of representatives that the
United Kingdom quotes should be increased, he said that it would be quite
impossible for the United Kingdom to favour one country without favouring all
and that given the very high proportion of United Kingdom imports to total
consumption it was quite clearly unrealistic for the British Governmcnt to make
- further concessions, over and zbove-the 1 per cent growth.

43. He pointed out that the problem facing the British industry, and indeed the
industries of most of the developed countries, was thc expansion of different

- forms of febric.production, e.g. knitting, stitch-bonding etc. There was also
the emplcyment problem caused by the fact that productivity was 1ncrea51ng much
faster than consumptlon, and the effect that this was heving on economic
development in the geographical arcas in which the cotton industry had hitherto
played a predominant rd8le, Unemplcyment wans certainly not a problem which could
- be atiributed entirely to imports znd that should be taken into account in
considering to what extent internal restrictions on imports were justified.

4. He said that the representative of India had raised the problem of long runs
end had argued that greater access should be provided by the developed countries
to their markets for standardized products so that the developing countries could
find an outlet for this type of cloth produced on new high-speed machinery. ‘
Cormenting on this, he seid that this same argument wes used by the industry in

. the devsloped countries, and, spe~king personally, he would doubt whether it was
in fact wise for developing countries to invest in extremely expensive machinery
to use with relatively cheap labour. Indeed, the whole question of investment
in production of cotton textiles needed reconsideration in the light of the
technological changes which had been taking place in recent years. The capital
intensity of the cotton textile industry was now such that the developing
countries might be bettcr employed using their meagre investment resources to
devclop more lsbour-lnten51vc 1ncustr1es.

45. In conclusion, he said that several refercnces had been made to fibres other
than cotton. One delegation described wool and man-made fibre textiles as being
competitive with cotton textiles. This was true tc some cxtent, but it should be
‘recelled that the Arrangement was based on certain consilerations which made cotton
a gpecial cazse: the developing countries were particularly well placed to expend

- production of cotton textiles because they had their owm raw material, because they
needed cotton to clothe their own people and because technological development in
the spinning and weaving industries had remained basically the same for about
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fifty years. This gare them, with their cheap labour, such a large margin of
advantage in world trade that GATT had decided that the transitional measures
set out in the Cotton Textiles Arrangement were justified. This should be
borne in mind in the coming year.

46.  The representative of the United Kingdom for Hong Kong said that he would
like to make a few comments on the material in COT w7101, especially in relation
to the arrangements affecting Hong Kong. The information there set down was
broadly correct but there were some arrangements which were not included in the
document, mainly because they had not yet been notified to the Committee,

47. In the case of Canada there had been further talks between the Canadian
and Hong Kong Governments in July of this yeer, the results of which had been
circulated to the Committee in COT/109. The agreement concluded referred to the
seventh year of the Arrangement and had therefore not been included in CCT/W/101.

48, Secondly, a bilateral agreement under Article 4 had been concluded between
the Federal Republic of Germany and Hong Kong at the end of 1966. 4 reference
had been made to this by the spokesman for the EEC, The agreement concluded was
for three years and it covered seven types of cotton textiles, namely grey
fabrics, outerweasr, overalls and slacks, shirts, nightwear (including infants
nightwear), handkerchiefs and towels. The restraint level for all these items
in the calendar year 1968 came to just over 68 million sguare yards. dAnother
bilateral agreement under Article 4 had also been resched in the surmer of this
year between Hong Kong end the Benelux countries, As the EEC spokesmsn had said
this was still on & provisional basis pending signature. It provided for the
restraint by Hong Kong of a number of categories of cotton textiles over an
eighteen-month period beginning in July 1968 and the total ceiling would come to
somewhat over 3,000 metric tons. ‘

49. ILnother Article 4 agreement, concluded in September 1968, was between Norway
and Hong Kong., This covered several other items of cotton textiles in addition

to the nightwear category which was already under restraint and was mentioned in
COT/W/101. Finally, an arrangement had also been reached with Sweden cdurin _
the summer under Article 3. The details of this had been circulated in COT/100 and
they were also contained in Teble I of COT/W/101.

50. The representative of Hong Kong said that he would also like to comment on

two matters which had been raised earlier. The first was the tariff versus
quantitative restrictions issue referred to by the representative of India, He

did not agree with the thesis that, because of the sxistence of the Cotton Textiles
‘Arrangement, high tariffs should bc reduced, if possible on a preferential basis

to developing countries. The natural method of protection for any product was.

the tariff and if tariffs were reduced on items which were subject to

quantitative re:traint, it became that much more difficult to get the

quantitetive restrictions removed.
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51. Secondly, on the question of technological advence and cspital-intensive
industries, ke agreed that this could have some effect in reducing the
-comparative advantage of developring countries in yarn and fabric production.
This had been the experience of Hong Kong in recent years, But the garment
making industries were more labour intensive and for this reason developing
countries should retain their competitive advantage in this field. That was,
of course, providing the countries concerned kept up with the fashion and
related their production to market demand. Indeed, in some cases the pattern
of -the future could well be for cloth to be exported from the developed countries
for making up into garments in developing countries and subsequent re-export to
developed countries. - ' '

52. The representative of Sweden said that the value of total Imports into
Sweden of cotton textiles had risen from $93 million in 1966 to about

$113 million in 1967. Imports from perticipating countries at $96 million in
1967, were 85 per cent of total imports of cotton textiles. Also, the shere of
imports from participants in relation to estimated consumption in 1967 was

68 per cent. The increase in 1967 was mainly attributed to Group 2 countries
whose exports to Sweden since 1961 had incressed by as much as 190 per cent.
Since the last annual review, Swedish production of cotton yarn and fabrics had
continued to decline as in previous years whereas imports had continued to rise.

53. He reiterated what had been continucusly stressed by his Govermment that
countries with more open markets encountered considersble difficulties in
maintaining their liberal import policy under conditions where import restric-
tions continued to be widespread and consequently a diversion of trade flows
to the more open markets wes inevitable. His Goverrment, as a result of this
diversion, was forced recently to negotiate an arrangement with Hong Kong
restraining imports of certain cotton items. He, therefore, expressed the hope

that participating countries would keep this problem in mind when reviewing their
restrictions. '

54. The representative of Canade said that he would like to make = few comments
on the statistics in document COT/W/lOO/Add;l. Table VI of this document .
indicated that Group 2 countries were shown to have quite substential proportions
of the Canadian imports in 1967 running from 22 per cent in the caze of fabric
and as high as 57 per cent in the case of yarn. Similerly, in Table III there
was an indication of the proportion which imports from participating countries
had of the Canadian market for cotton goods, the estimate for 1967 was

40 per cent. L breskdown between Group 2 and other countries for 1967 was not
available but they had since been able to develop some figures which indicated
that, in fact, the share of Group 2 countries in Canadian imports had continued
to grow. The share of these countries in the overall market for cotton textiles
had equally been growing throughout the course of the irrangement.

55. He pointed out that in some cases - end this was particularly true in the
case of Canada - the number of agreements that were entered into was really more
a function of the number of countries exporting to Canada rather ther any change
in their policy. The increase in the mumber of countries exporting to Canada had
taken place duc, among other reasons, to lack of alternative outlets for their
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exports. The .Canadian policy remained unchanged throughout the validity of the
Arrengements; the administration of all the sgreements reached was left to the
exporting countries because his Govermment felt that this was the most flexible
way of dealing with a question of this kind. However, this was only workable to
the extent that countries were prepared to teke action when presented with
evidence of disruption of markets. There had been reluctance on the part of
certain countries in reaching timely sgreements on export restraint over the
past year and this was a matter of concern to his Government.

56. The representative of Canada in clarificetion of this point as requested

by the representative of India, said that in certain requests which had been

made by his Govermment under the Jlrrsngement, there had been unjustified delay
before agreement could be reached on the sort of restraints to be spplied despite -
what appeared to be a clear case of market disruption. As to thé administration
of the quota, he fully agreed with the representative of India and said that this
had been the raticnale for which Canada had procceded in matters under the :
Arrangement. Lo

57. The representative of Finlend said that all the remaining quantitative
restrictions maintained by his country in the industrial sector were abolished
on 1 January 1968. Imports of cotton textiles within multilateral trsde were
thus entirely free from restrictions. Furthermore, in connexion with the new
Tariff Act of 1 July 1968 Finland put most of the offers on cotton textiles
agreed upon in the Kennedy Round into effect in one single stage. In addition
to this, Finland made further reductions in the duties on cotton textiles in

some cases, e.g., certain cotton fabrics, these were up to 30 per cent below the .
cuts made in the Kennedy Round. These latter unilateral duty reductions should
be of considersble interest to the developing countries.

58. The representative of the Republic of Koreas said that the annual increases

in the quotas were not satisfactory to his country which was expanding the volume

of exports of cotton textile products. Restraint on exports hindered this

* expansion. He thercfore requested that existing barriers on cotton texiiles
should be eliminated graduelly and that no new restrictive measurcs should be

introduced by the importing countries. :

59. Referring to the difficulties encountered by his country, he said that as

a result of restraints on the basis of item by item, some of the quotas wers not
being used due to the fact that certain items could not be produced efficiently.

To renedy this situation, cerry-over and swings between items should be more
generously allowed for to enable his country to utilize fully the allocated quotas.
There were also problems of classification, over-shipments and embhargo. These
should be settled on the basis of closer co-operation between the govermments
concerned. The quotas fixed by some EEC and Nordic countries were negligible,

and the administration of these quotas by the importing countries caused many

difficulties to his country. He urged that these quotas should be administered
by his country.
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60. The representative of lustralias, referring to the statistics in ‘
document COT/W/100/idd.l, said that Lustralia was well up on the list, if not
on the top of the list of countries when the proportion of imports to consumption
was to be considered. He also referred to document CQT/W/IOl and said that, as’
the document showed his Govermment requested consultation under &rticle 3 with

. two countries ané following this, it was agreed not to pursue the matiter any
further. He mentioned this to raise a point of procedure as regards notification
requirements. In his view, the importing countries should nctify the request for
consultation to the members of the Committee because it was a metier of interest
to all of them. It seemed, however, that this practice had not always been
followed and that importing countriecs notified only the agreement reached at the
end of the consultetion. If this was then the practice, his Govermment would
of course not have notified these two instances and iustralia would not have
appsared in the document at all. He therefore sought clarification from the

© Cheirman about the notification procedures. '

- 61. The Chgirman, in reply to the question put by the representative of lustralia
as regards the notification procedurcs, said that during the first meeting of the
Cormittee, it was recognized that the Committee should be informed as soon as
possible both of requests for restraints and all details of the arrangements. )
resulting from these requests. It was then felt that the notification requirements

- might appropriately be met in two stages. First, at the time a request is made

. and secondly at the conclusion of the comsultation. This was along the lines of
paragraph 1 of Lrticle 3. ' -

62. The representative of the Republic of Chins, said that the importing
. countries should adhere to the equity provisions of the irrangement and should
Y apply a stendard classification for imported goods. Trans-shipment should not
=bo counted against the quotas allocated for exporting countries.

f63.' The representative of Pakistan in his stetsment which is reproduced in full
%in document COT/W/106, recalled that the understanding, from the very inception.
HE the conclusion of the irrangement ir 1962, had been that the restrictive
végime permitted by the irrangement was of a transitional and temporary nature.
Ee sa2id thet his country did not find itself in the happy position of one
developing country which imported part ¢f its requirement of raw cotton and was
considering curteilment of the level of production of its industry in certain
fields. Most of the cotton-producing developing countries were in the same ‘
position as Pakistan. His country produced raw cotton in surplus, and therefore,
the growth of the cotton textiles industry and of foreign exchange earnings from
‘the export of cotton textile made-up goods were of vital importance.

64. He pointed out that, at the moment the trade policies of the developed
countries restricted the trade opportunities for Pakistan in spite of the fact
that it had a heavy adverse balance of trade and payment with some of these
countries. . The situation, therefore, called for more rapid relaxation of these
restrictions cach year than hitherto with a view to their elimination as soon as
' possible, as se% out in paragraph 1 of Irticle 2 of the irrangement. Orderly
increases in exports were sometimes termed as "disruption of market", on this
ground restrictive decisions under irticle 3 of the irrangement were resorted to
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without making any other rational efforts to correct the situation. The
irrangement should not be considered as a permansnt solution otherwise it would
weaken the hands of govermments of the importing countries in relation to
domestic pressures, even of those govermments which otherwise would heve followed
liberal trade policies. ‘

65, - Referring to the bilateral agreements concluded with the United States and

a number of countries in the Buropean Economjc Community, he said that

‘negotiations were held in an atmosphere of goodwill, co-operation and understanding.
Some increases in the quotas had been agreed to. However, the quetas fixed are
small and ridden with many conditions about categorization and other difficulties
including complex import licensing procedures. s a result, exports of cotton
textiles from Pakisten continued to be restricted and remained small compared to

the size of industry and the country's cspacity to export on & competitive basis.

66. In spite of the fact that export quotas from Pakistan to the United States
were to increase progressively under the bilateral arrangement, Pakistan!s exports
- to the United ‘States registered a decline in 1967-68 although there was an increase

in exports from Pakistan to other markets. Pakistan thus presented no threat of
disruption. : ,

67. His delegation fully asgreed that the policiecs of the United Kingdom in
allowing access to cotton textiles had been more libersal compared to certain
other countries. However, in the United Kingdom market the combined quots for
two countries was approximately three fourths of the total import quota allowed
to the developing ccuntries. The remaining one fourth hed been allocated to
Pekistan along with about thirty~two other countries. He said that Pekistan was
in a position to sell much more to the United Kingdom if there were 2 global
quota in which all developing countries could compete freely on merit and
expressed the hope that bilateral consultotions between both countrics would
result in some improvement of this pesition.

68. Under the bilateral agreement with the Federal Republic of Germany, Pakistan
was allowed a modest quota and was given to understaond that if it utilized the
quota in any particular year this quota would be increcsed. s the quota was
utilized in the first eight months of the year, Pakistan requested an increase in
the quota and hoped to have a favourable response for the Federal Republic of
Germany. Pakistan had also some difficulty inthe utilization of the quota agreed
to in the bilateral agrecement with France. The provision in the bilateral
agreement about administering the quota on a fifty-fifty basis by the French-

and Pakistan authoritics hed been presenting some problems. '

69, 1In conclusion,ihe stressed that these restrictions had seriously been
hampering the opportunities available to his country to carn foreign exchange
which it needed despcrately for the economic development.

70. The representative of Ipdig, said that it had been made to appear in the
last intervention that India was a considcrable importer of cotton and that,
therefore, India's problems wore different from those of developing countries
which produced cotton and thereforec wished to cxport cotton textiles. This was



COT/W/108
Page 18

very far from the truth. Historicel factors led tc a certain division of the
country in which, in 1947, rew materials sueh as cotton and jute were produced

in one part of the sub-continent which became a new political entity, and the
industry was located in the other part. In 1951, India was producing only

2.7 million bales of cotton, whilst its requirements were at least

4.2 million bales. Indiz 6id as well as it could and imported cotton from the ‘
newer pert and from other perts of the worid and somchow kept its cotton industry
going.

71, By Septembar 1952, India was able to remove controls on cotton textiles
very substantially, and adequate arrangements for obtaining sufficient cotton had
been made. Now, India was producing &.5 million bales of cotton; this increased
production represented = tremendous effort. The mill industry which had been
frozen at nearly 5 billion metres of production and the power-loom and hand-loom
industries which were allowed to expand in order to provide more employment had
been using some imported cotton along with domestically-procduced cotton. This

" was in conformity with the general philosophy of international trade. In the
situation in which India was producing sbout 3 million bales of cottcn, it
imported somewhere about 400,000 bales in 1951. Its imports remained of that

~ order, although because of the increase in population, and the increase in
output of the hand-loom and power-loom industry its requirements of cotton had
became very much greater - the bulk of the requirements being met by their
considerably larger current production - viz. 6.5 million bales.

72. With e population of 520 million, of whom 95 per cent lived, at best, at
the level of subsistence, India had limited resources and there were severe
limitations to the form, the content and the quantum of the incentives it could
give ﬁo the industry for exporting cotton textiles and many other products.

73. When the limitation on cotton imports commenced in the United Kingdom in
1950, India agreed that countries which had, at thet moment, & very small base
of exports should be given a sizeable margin and that any quotas fixed for them
should not be based on their current performence but on their potential, His
Govermment, particularly in rcgard to the other half of the sub-continent, would
dc everything possible to see that they prospered and this was already top
priority in what it attached importance to, that is the development, the
prosperity of the rest of the developing world.

74. He further stressed that India was not a cotton-importing country in the
sense in which it had been mentioned, i.c. its problems were different from those
of other developing cotton-groving countries. India was a developing country,

it grew cotton, it had made cotton textiles for 3,000 years and it should continue
to do so without dlsruptlng any markets. »

75. In conclusion, the representatlve of India said, from several interventions
he wes left with the conviction that there was much good will, howover, there
were also difficulties and it was only by mutual understandlng, co~operation and
compromise that progress could be made.
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76. The representative of the Federal Republic of Germany, commenting on the
point raised by the representative of Pakistan that if his country utilized the
quota in any particular year it would be increased, said that this was nov provided
for in the bilateral agreement with Pekisten. His Govermment could not agrece te
any increase in the quota without consultation with other member States. It

should be noted, however, that in accordunce with this agreement Pakistan should
spread the quota over the whole year. He, however, was not aware of any request
made by Pakistan to increase the quota. The only request which had been made was
in connexion with a shift for certain categories within the quota and this was
~agreed to. ' '

77. The representative of the United Kincdom, commenting on the peint made by
the representative of Pekistan that his country should have a larger share of the
United Kingdom market, said that Pakistani exports to the United Kingdom were
subsidized by between 40 and 50 per cent. Their exports cculd not compete over
a wide area if these were not subsidized. Many of the coarse type of grey goods
were no longer produced in the United Kingdom; they were supplied entirely by
Pakisten and India. Indian exports were not subsidized to anything like the szame
extent. Novertheless, its exports of fine cotton goods in which the

United Kingdom still had a producing interest were subsidized, but not by a very
large amount.

78. -He also referred to the subject of foreign exchunge earnings and said. that
the preamble to the irrangement récognizéd that the developed countries should
provide larger opportunities for the developing countries to increase their
exchange earnings. His country found itself in a situation where it had no
tariff against these major supplying countries and yet exports tc the

United Kingdom market were largely subsidized.

79. The representative of Pakisten, commenting on the remarks made by the
repcosentative of India, said that certain observations made in this statement had
bcen construed in a manner which was far from what he hed wanted to convey. He
wanted to keep his statement within the limits of the actual problems which his
country encountered during the life of the Cotton Textilc frrangement. He said
that the Indian delegate had definitely raiscd the point of imperts of cotton

into his country and said that they were perheps, to a certain extent, thinking of
curtailing the level of production. What he wanted to emphasize was thet he did
not agree with the representative of India on the position where satisfaction had.
been expressed by him over thc present situation or the implemcntation of the
Arrangement. Beyond that there was nothing in his mind. The only point he made
was that India had e system in force which it preferred to a kind of global system
within the limited quotas allowed to developing countries by the United Kingdom.
This question had been under consideration betwsen the Govorrments of the

United Kingdom and Pakistan for some time and progress had been achieved. It was
unfortunate that there was misunderstanding of what he had meant. His cndeavour
was to meke specific and actual contributions, pointing out certain difficulties
that his country had been facing in tho working of the irrangement. His couniry
attached great importance to the provisions of the .rrangement relating to its
temporary nature. He said this on behzlf of all the developing countries, not
only on behalf of Pakistan.
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80. Referring to the point made by the representative of the United Kingdom
regarding the question of incentives, he said that in his view reference to
incentives was irrelevant in this context. The case should be established
whether the export was mede at a dumping price or at the reasonable international
price. The industry in Pakistan had some temporary handicaps.  Power was very
expensive for the industry; it had to import certain raw materials:from other
countries for finishing grey goods at a high cost.  He added that the cotton
textile industry for the purpose of import was also on the bonus list. The
deficit in forecign exchange was more accentuated by imports at vcry'dlsadvanta-
geous prices. However, this qpeatlon of incentives was discussed in differcnt
forums, i.e. the Lnternational Monetary Fund, the World Bank and the GATT and
his Govermment had to explain what it was d01ng and had 10 Justify theqe
measures. It wes a question of analyzing the various elements in the cost of
production, examining and finding out whether what had been done was in order or
not. For that reason an action which wae not justified under the provisions of
the GATT and which was of a temporary nature should not be justified Just because
someone was subsidizing. First, the level had to be determined and some-
examination of that should be made. He further said that his remarks would be

considered in the context where they had been made and 1t was a very constructlve
context. .

11, Mggﬁg;eg taken or contemplated by the 1muort1ng countrleg gartlcanantg in ng
arrapgement to fecilitate adijugtments 1n tbe;r cottgn text le_indugtries -

81, The Chg;rmgg recalled that, in their eonclusions adopted on' 2/ November 1967,
the CONTRACTING PARTIES invited the importing countries, participants in the ‘
frrangement, to report to the Committec in advance of this meeting the steps .
taken by them to facilitate adjustments in their domestic industry during the:
period ¢f special protection provided by the Cotton Textiles urrangement. In
compliance with these conclusions, importing countries. were requested in
GAET/MIR/640 to notify such steps to the secreteriat for the information of the
Committee. It was felt by the secretariat that the best way to report to the
Committes the notifications received from the countries concerred was to :
‘reproduce them in full in documents COT/105 end idds. 1 and 2. The Chairman
invited the Committee to examine *the measures of adjustments which had taken place
in the textile industries of the developecd countrics.

82. The representative of Poland said that his country onvisaged, within the
framework of the national plan, adjustments in-the gtructure of the textile
industry with a2 view to promoting imports from developing countries. 4s in the
case of other countries these structurai changss faced many problems of & technicel
end sociel nature and, therefcre, their implementation could not be effected
within a short poriod. His country had grented technical oid to this sector of
industrial activity. Since 1967 Poland had organized training programmes in the
field of technological organization and administration and technical equipment.
Represcntatives from tHLqu dcveioplng countrics bcnefltted from this progrqmmc.
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83. The representative of Japan said that the Arrangement was extended. to allow
~for a further breathing space for structural adjustments in the cotton textile
industry of the impecrting countries. In this connexion it. should be mentioned
-that the Japanese cotton textile industry, with the co-operation of the
‘Govermment, had been devoting itself to modernizing production facilities and

. equipment. ' ~ '

84. Referring to the recent reports on adjustment measures submitted to the
secretariat by the importing countries, he stated that no remarkable advances
had been achieved in the direction of solving problems of the cotton textile
industries through adjustment measures instead of trade restriction.

85. The representative of Ipdis, said that the structural adjustments seemed to
be happening very gradually. However, the information notified in COT/105 and
Addenda would need careful examination, because these structural adjustments
~might be illusory. The contraction in production, which was apparent in some
developed countries, might have been taken over by substitutes which were gravely
threatening the exports of developing countries. For the first time, certain
adjustment assistance measures had been notified to participating countries.
Between now and the next meeting of the Committee it might be worthwhile to .
think whether it would not be desirable to study these adjustment measures through,
perhaps a study group, or some such device, so that this analysis might be
available for the next review. This suggestion would be confined not only to
cotton textiles, but.also to other adjustment assistance measures evolving a
re-structuring of the industries of the world in order to fulfil and achieve the
objectives of both the General .igreement and the Cotton Textiles irrangement.

86. The representative of Sweden, said that developments in the domestic

~ textile industry continued to be characterized by adjustments, mergers, fusions
and close-downs. The severe competition from abroad resulting from Sweden's

liberal trade policy had forced the indusiry to embark on such a continuous

process of structursl adjustments.

87. The representative of Austrias said that the changes which had occurred in
the pattern of world trade in cotton textiles had brought about certain structural
adjustments in the lMustrian cotton industry. A4s compared with the twelve-month
period preceding the coming into force of the Short-Term Lrrangement, the number
of cotton spindles dropped by about 20 per cent, cotton looms by 36 per cent,
‘and employees by about 24 per cent. Between October 1960 and September 1967
consumption of raw cotton fell by 24 per cent, production of cotton yarn by

25 per cent, whercas imports rose by 115 per cent. This decreasc in capacities
and in the numbor of emplcyees was almost entirely due to the closing down of
spinning and weaving mills. The decline in production was not limited to
processed cotton, but applied also to all processed textile fibres. Since this
contraction had not yet comc to an end, additional cotton spinning and weaving
mills would have to shut-down. As the production of those mills consisted mainly
of fabrics of the kind produced in developing countrics, this would improve sales
- opportunities for identical cotiton textiles from those countries.



~ COT/w/108
Page 22

88. The strv~tvral adjustments which had occurred in this industry were the
result of measures taken by the 1ndustry itself., There were no legislative or
governmental regulations specifically in respect: of the lustrian cotton industry.
However, some measures had been adopted by. the instrian Govermment to facilitate
investments and structural adjustments in all iustrian industry, e.g. by allowing
a faster write-off in the first year of investments. Reserves might be formed
for future investments up to 20 per cent of profits made, whereas on profits
subject to corporaticn taxes half the normal rate of dssessment was spplied. A1l
these measures were effective only to the extent profits were realized. Inasmuch
as most of ‘the Justrain cotton industry had operated at the break-even point or
even less for meny years, the govermmental regulations mentioned above had not
produced the desired effect, and 2 large number of spindles and looms had to be
 scrapped. Through this reductlon of capacity the iustrian cotton industry had
contributed substantially to a solution of the international problem existing in
the cotton textiles field.

\ :
89. The representative of Pakigtan, referrini to documents COT/105 and

Zddende 1 and 2, said that these documents presented a useful report on the
subject of adjustments in the cotton textiles industry of developed countries -
during the period of special protection provided by the frrangement. The report
to a certain extent made sketchy reading but it revealed that while certain
countries had made a little progress no tangible action had been teken by others.
His delegation therefore considered that it was necessary to make a study of this
aspect of the matter to achieve one of the most important objectives of the -
Arrangement, namely the relaxation of the present régime of restrictions to
allow increased access to imports of cotton textiles from developing countries.
Lppropriste action for relaxing these restrictions should be taken before the
.expiry of the present Arrangament. B

80. The representatlve of the United States said that his delegation agreed %o
the suggestion made by the representatives of India and Pakistan that it would
be useful to prepare a study on adJustment measures before the next mesting of
the Committee. He did not beliuve it necessary, however, that a working group
be set up for this purpose. He thought thot the members of the Committee should
tranamit $o the secretariat further and up-to-date information on what they had
been doing-in this area, thereby amplifying the sort of submissions they had made
this year. This would provide =m adequate basis for the secretariat to prepare
a meaningful study. He hoped that the secrctariat study could be circulated well
in advance-of thc next meeting with 2 view to enabling careful examination in
different capitals. Further comments or suggestions put forward should be. taken
into account by the secretariat before flnallzlng the study.

91. xhe representative of the United Kingdom, referrlng to the proposal made

for a study group on adjustment measures, szid that his country had for the past
two years been studying the future of the British cotton textile industry and
that this report would scon be made. One consideration was whether the

. exporting countries, having such o large stake in the United Kingdom market,

were prepared to leave go, however efficient the industry beceme. He further said
that if there was to be a study group, the question of fair competition should
equally be looked at.
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92. Later in the discussion, the representa’tive of the United Kingdom said

that if the purpose of the study was to enable the Committee to draw. conclusions
as to what the balance of advantage was in producing cotton textiles in developed
and developing countries and what sort of measures should be taken from an
international trade point of view, this was nc easy task. This needed-to be
carefully thought about and if it was felt that it should be pursued, the =
Committee should examine the terms of reference. On the other hand, if it wes
felt that the information alieady circulated should be brought up to date and
further completed he thought that all members of the Committee would agree to
that. . e : oo

93. The wrepresentative of India said that it was well known that the

United Kingdom had gone about the re-planning of its cotton textile industry in
a very systematic and plammed way. It was also noticeable from the figures in -
the secretarialt papers on adjustments that several other countries had reduced
their production of pure cotton textiles. However, although there had been talks
for a long time about the re-structuring of the textile industry with a little
more shift towerds, and in favour of, the developing producers of cotton and of
countries which had the traditional skills and the natural endowments to be
producers of cotton textiles, no systematic stock of the situation had been
taken. He did not suggest that a study group should be immoediately appointed.
He only suggested that between now and perhaps the next meeting of the Committee
further thought might be given to tabulating.and putting into = report what
different countries were doing in order to desl with these problems. It would
be useful to know whether there was a reel trend towards a re-structuring of
industries, or whether this was only a diversion of the seme kind of capacity
from cotton to a mixture of cotton and synthetics. It was, he said, from this
point of view that the situation might be examined so that the Committee could
get some idea as to what it wanted to do about it and how it might procsed.

94. The representative of Canads said that the problem of adjustment of the
industries in importing countvies was o vitel element in the review that might
be carried out in accordenc: with the tcrms of rersrence of the Committee next
year. He supported the suggestion made by the representative of India that it
was important to know whether the adjustment, which on paper seemed to have taken
place, was not a shifting sideways rather then a shifting out of a particular
line of production. He pointed out that there had been a considerable impact
both in terms of production and marketing of fabrics and products which instead
of being 51 per cent cotton were 49 per cent cotton and which in use were
sufficiently the same as cotton. .any study of adjustments should thorefore take
into account the impact of these problems.

95. The Chairman, at the conclusion of the discussion, said thet the points made
and the views expressed in the course of the general discussion on the adminis-
tration and implementation of the irrangement during its sixth year would be
fully recorded in the Committee's report to the CONTRACTING PARTIES at their
twenty-fifth session. In connexion with the discussion of the materisl on
adjustment measures notified by the importing countries, it was felt by some
‘delegates that this material should be further supplemented to enable more compre=
hengive discussion at the next review which would be an important one.
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96. The Chairman therefore suggested that in preparation fcr the next review

the secretariat should be entrusted with the task of collecting the relevant
information in consultation with delegations and, if need be, with experts to
help and advise the secretariat in preparing the necessary study. The study
should be made availeble in July 1969, if possible, so that participating.
countries would be in a position to examine it well in advance of the next
meeting of the Committee. The secretariat, as was the case in previous years,
would prepare papers summarizing notifications received on actions taken under
the various lrticles of the Jrrangement and describing developments in production
of, and trade in, cctton textiles.

97. &s for the time of the next meeting, the Chairmen said that Zrticle 8(d) of
the Zrrangement made it mandatory for the Committee o meet not later than one
year before the explry of the frrangement in order to consider whether the
Arrengement should be extended, modified or discontinued. The Committee,
therefore, should meet some time before 30 Sgptember 1969 to conduct the next
review and alsc start its deliberations with regard to the future of the
irrangement.

This was agreed,



