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I. The seventh 2nnual review of tre opberation of the Arrangement

1. The Comnittee had before it documents COT/W/114 ard Addendum ll which summarize
notifications of actions so far received by the secretariat under the various
Articles of the arrangement during the seventh year of its operation as well as other
arrangements relating to trade in cotton textiles., .Also before the Committee were
documents COT/\/115 and Addenda 1-3 describing, in Farts I and II, developments in
production of and trade in cotton textiles over the poriod 1662-1968.

2. A pumber of particivating countries rade statemeints reviewing notional trends

in production of and trade in cotton textiles, conditions in their industries and
develcpments in the implementatlion of the irrengement. A summery of these statements
follows below in paragraiphs 3 to 49. :

3. The representative of the United States, in his statement which is reproduced in
full in document COT/4W/118, said that nis Government believed that the Arrangement,
at the conclusion cf its seventh year, had furctioned to the 2dvantage of all

~ countrics concerned, both exporters and importers. Cotton textile imports into the
United Ststes during the seventh Arrangement year smounted to 1.7 billion squase
yards equivalent as comparad with just over 800 million squerc yards during the base
year for the Short~Term Arrangement. Over this period, imports of cotton textiles
and apperel rose faster than domestic output. The substartial increase ir imports of

1Thesedocumentswill be attached as an annex to the f£inal version of this
report.
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‘apparel, fabrics and other goods underscored the shift toward more highly
manufactured goods for. export to the United States which had been occurring in
recent years, Between the first and seventh Arrangement year the value of
apparel imports increased by 80 per cent. This shift to more labour-intensive
goods helped the exporting countries, but it placed a greater burden on

United States labour and industry. Imports from developing countries increased
significantly. In the process of providing access for the many new suppliers who
entered the market, the United States consistently met the fundamental equity
obligation in Article 6(c} of the Arrangement. He s2id thzt the actual growth
of imports into the United States had been much higher than the annual rate ‘of

5 per cent contemplated in the Arrange . “*. This situation, further accentuated
by a declining domestic output, had prouuced an increasingly severe impact on the
United Stetes cotton textile market.

4. The representative of the United States pointed out that imports at these
high levels had produced a number of problems. The most difficult of these arose
when agreement limits were overshipped. He emphasized that a more timely
exchange of better statistical infeormation on trade and mutual adherence to the
terms of bilateral agreements would contribute to a better operation of the
Arrangement. He added, however, that in the current year some decline in the
number of administrative and overshipment problems was noted, thanks to a joint
effort to improve the administration of- the bilateral agreements.

5. As regards the importance of the textile and apparel industries in the
United States, he pointed out that these industries remained the largest employer
of labour of any menufacturing industry, and that their present and potential
contribution in providing employment for a large group of people could not be
over-estimated. . ‘ ’

6. The spokesman for the European Economic Comrunity in his statement, which is
reproduced in fuil in document COT/W/117, said that, after the sericus recession
in the Community's cotton industry during 1967, an improvement occurred only in
the second half of 1968. Reviewing general trends in the Community's consumiption,
trade and production, he said that in 19€3 apparent consumption for all cotton
textiles was at roughly the same level as the previous year. Exports registered
a further decline while imports continued to increase, thus resulting in a deficit
of the order of 5,000 tons. Production in both the spinning and weaving sectors
recorded a new decline. After analyzing certain aspects of these trends in
greater detail, he referred to prospects for 1969, In this connexion, he said
that the improvement noted in 1968 was clearly confirmed in the first three months
of 1969 when production in the weaving sector increased by almost 10 per cent.
This improvement was beneficial for exporting countries since their exports to
the Community increased substantially as compared with the corresponding period

of 1968,



cOT/W/120
Page 3

7. Referring to the implementation of the Arrangement by the Community, he said
that increases in Article 2 quotas were allocated to the exporting countries
concerned in accordance with the undertakings given by member States when the
Arrangement was renewed. The régime governing imports was further relaxed when
Italy liberalized thirteen statistical cotton textile sub-=items at the beginning
of 1969. As regards restrictions under Article 3, Italy renewed the voluntary
restraint agreements concluded in 1968 with the Republic of China ‘and the

‘United Arab Republlc.

8. In connexion v1th Article 4 agreements, he said that for India and ‘Pakistan
trade with member States had, since 1968, been governed by bilateral agreements.

~ under which India doubled and Pakistan trebled sales in-1968 as compared with
1967. A bilateral agreement was also concluded between the Benelux countries and
Hong Kong. The bilateral agreement between the Federal Republic of Germany and
‘Hong Kong continued to be applied. In addition, member States and the Commission
of the European Communities on the one hand, and Japan on the other, conducted
negotiations for the conclusion of bilateral agreements between Japan and each of
the member Stetes., He further pointed out that the bilateral agréements cencluded
with the aforementloned exporting countries involved considerable improvements in
the trading régime with these countrles as egards both quantities and
admlnlstratlon.

9. In conc1u31on, the spokesman for the Community said that, despite the
adverse circumstances with which the Community's cotton industry had had to
contend itself, the member States had continued to apply the Arrangement in
conformity with the principles underlying its conClusion.

10. The representative of J. aggn said that although some progress had been made
as' a result of his Government's efforts to improve trade relatiors with major.
‘importing countries in the field of cotton textiles, there still remained =
number of difficulties. ' Excessive fragmentation of categories and items for
cotton textiles resulted in lack of flexibility and various administrative
difficulties. Further, rcluctance on the part of importing countries to relax
"and eliminate quota restrictions hampered a sound development of trade in these
products. He therefore urged importing countries to take more positive steps in
keeping W1th the obJectlves of the Arrangement.

11. Referring to trade relatlons with somo of the major importing countries, he
said that recent negotiations betwecn Japan and the member Statee of the -
Community proved to be fruitful and it was expected that arrangements under
Article 4 would shortly come into force between Japan and member countries of
the Community, While it was regrettable that such arrangements could not have
been concluded much earlier ‘- it was hoped that thcy would prove to be conducive
to the improvement of trade relations in cotton textiles.

12, He further referred to the restrictive effects of the Noordwijk Agreement on
Japan's export trade and reiterated his appeal to the countries in the Community
to exercise their influence for an early elimination of such restrictive practice,
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13, With regard to trade relations between Japan and the United States, he
referred to the bilateral arrangement currently effective between both countries,
He added that the existence of numerous specific limits and ceilings continued to
be detrimental to the smooth and practical operation of the arrangement.

14. As for the arrangement with Canczda, he said that negotiations were currently
under way., He expressed hope that the Canadian authorities would find it
possible to lessen restraint on those items the quotas of which had not yet been
fulfilled, and also to provide a larger increase for the items which were

subject to restraints,

15. He said that i% was encouraging to note that the United K:Lngaom bad embarked
upon structural changes in its cotton textile industries, in consonance with the
recommendations contained in the report of the Textile Council. It was to be
"heped that such efforts would prove to be successful and thet the relaxation and
elimination of existing restraints would be undertveken at the earliest pos.alble

date,

.16. The representative of Canada said that his Government was in the rather
special position that Parliament had not given it the power to place any
guantitative 1imit on imports except in certain quite narrowly defined circum-
stances. However, it was found necessary from time to time to request some
exporting countries to restrain their exports of specific cotton products to
Canada, In each case, the reguest was formulated strictly in accordance with the
principles of the Arrangement and was presented to the exporting country in the
context, of a detailed anzlysis of current conditions in the Canadian market. He
emphasized that Canada had followed a highly selective approach in this matter
and had resisted the tendency to global coveragc of textile imports. Canada's
per capita imports of textiles from the developing courtries and Japen in 1967
were cuasiderably higher than any other industrialized country. Moreover, Canada
had followed and would continue to follow a policy of agreeing to the
discontinuation of restraints as soon as disruption was no longer occurring or

threatened, -

17. Throughout the life of the Arrangement Canada's policy had generally been to
agree to increases in the levels of the restraints notwithstanding the Canadian
reservation incorporated in the special protocol to the Arrangement. Bztween
1962 and 1967 imports of cotton textiles as defined by the Arrangement increased
22 per cent by volume and throughout this period imports continued to account for
almost 50 per cent of domestic consumption. In the same period, imports from
developing countries ircreassd by approximately 80 per cent whereas imports from
traditional developed sources decreased by 26 per cent. In 1968 there was a very
sharp drop in imports of cotton textile products due to the fact that textile
products of man-made fibres began to maks significant inroads into the demand in
Canzda for textiles predominantly of cottom,

18, Commenting on the arrangements that Canada had entered into with wwelve
exporting countries, he said thet in five cases the restraint was limited to.
cotton yarn ard the remesining sever were concerned cither wholly or in part with
2 total of some eight cotton products. OCanada believed that its record in this
area spoke for itself particularly when taking account of thc fact that Canadian
producers were under constant pressure from low-priced imports,
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19. He stressed that the seventh year of the Arraengement had been in some ways a
disappointing one.from Canada's point of view., This disappointment arose out of
what appeared to be a growing. unwillingness on the part of certain exporting
countries to recognize the need.to restrain their exports to.Canada of certain
products, even after they had been presented with detailed evidence of damage to
Canadian producers and of the obligations which Canzda had to other signatories
of the Arrangement who had already agreed to.restrain their exports to Canada of
the products in question. Experience had shown only too clearly that, given this
situation, consultations on requests' for export restraints could deoenerate into
confrontations between exporting and importing countries based 1arge1y on the
bilateral bargaining strength of each. Canada considered this development to be
quite contrary to the spirit of the Arrangement. o

20, After referring to difflcultles experienced by the Cansdian textile industry
in the area -of cotton textiles, he said that these.difficulties had been
increased by the declining trend in many countries in recent yeav's in the use of
major weight cotton products. This situation had been reflected in Canadian
production as well as imports. The impact of the rapidly growing use of textiles,
of man-made fibres and of blends of these fibres with cotton became most evident
by 1968, The Canadisn market for cotton fabric decrrased by 23 per ceat from
1965 to 1968, whereas the market for polyester/cotton fabric increased by
371 per cent, In the case of cotton shirts thé Canadian market between 1966 and
1968 decreased by 49 per cent whereas the market for shirts wholly or in part of
man-made fibre had increased by 240 pcr cent. Imports had had a very significant
share of the growth in demand for these non=-cotton products. Canada had
.concluded, on the basis of the evidence, that some of these blends were directly
substitutable for and compet:. tive with cotton within the’ terms of the Arrangement.
Unfortu.nately, the provisions of the Arrangement, including Article 6(b), were not
~really adequate to cope with the problems of substitute products since exporting
countries .were generally uwilling to admit the existence of specific cases-of
deliberate substitute in Article 6(b) terms, It wes aldo clear that mady =
exporting countries were genuinely afraid that any sign of willingness on their
part might appear to be giving sanction to an extension of the Arrangement into
a much wider field of man-made fibré products. As a result Canada had had to
resort to qepara’ce b:.lu.'beral negotlatlons outs:uie the Arrangement

21. In conclusion, the representative of Canadc. said that whlle his Government
considered that there werc certain shortcomings in the Arrangement and in its
interpretation and appllcatlon by some member countrles, 1t ‘had served a useful

purpose,

22, The representatlve of the United K:Lr_xgdom seid that the ycar 1968 saw a
further, though small, decline in production and a further substantial increase
in imports, thus bringing United Kingdom production to 2 level 40 per cent below
that of 1961. The net effect had been that in the woven sector - and in this
connexion he emphagsized that the United Kingdor had not restricted imports of
‘knitted cotton items evén though imports from the developing couritries had in
recent years risen véry substantially - imperts accounted:-for 53. 2 per cent of
totel consumption in 1968. An exceptionally high proportion of the United
Kingdom requirements came from developing countries: - in 1968 the proportion.of
“total consamption impérted from the "restricted" countries was 33.6 per cent,
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23. In 1969, the overall share of imports had fallen. This was, in part, Gue to
a further small decline in home production, but more particularly because of the
very heavy fall in the volume of imports in the first six months of the year.
Even so, imports accounted for no less than 44 per cent of the United Kingdom
market in the first half of this year. The corresponding figure for the -
frestricted” coun'bries was 25.4 per cent. - .

24. Meanvwhile, employment in the industry in the United Kingdom had continued to
fall. From a total of 197,000 in 1961 the Lancashire industry declined to 125,000
in 1968, 1In the United S“ba*_bes » by contrast, according to figures published by the
American Textile Manufacturers Institube, there had been an increase in textile
employment between 1961 and 1968, Ia the last decade some 1,000 mills had closed
in Lancashire. Nor had this development ceased: ninety-four mills closed during
1967 ond ‘getting on for a further fifty during 1968.

25. The representative of the United Kingdom speaking on behalf of Hong Xong said
that since the Committee last met in October 1968, Hong Kong had concluded new or
 had extended existing arrongements under Article 3 with Australiz, Sweden and
Canada, With regard to 4irticle 4, the only new arrangement made by Hong Kong under
this Article during the year was a renewal of the agreement with Canada on cotton
fabrics to operate for one year from 1 October 1969. Eong Kong!s current bilateral
agreements with the Federal Republic of Germany and the Benelux countries would
expire at the end of this year and consultations were expected to be held very

soon to decide their future.

26, The orly operetion of the Arrangemeni affecting Hong Kong outside ixticles 3
and 4 wes the contirued resirictions by France under Article 2., The maintenance
of these restrictions seemed to Hong Kong hardly consistent with sirticle 2, which
spoke of ¥relaxing restrictions progressively each year with a view tc their
elimination as soon as possible®. The Cotton Textiles J/xrrangement had now entered
its eighth year ‘of operation and Hong. Kongls quota. in France was still only

400 metric tons.

27. He po:.nted out that some importing countries pressed for conditioms in
irticle 4 ‘dgreaments which were more restrictive than would be expected in the
light of the other provisions of the Lrrangerment. He wes thinking in particuler
of growth and flexibility provisions. The exporting country must always be under
some pressure to agree, when the elternative was a series of disruptive and time-
consuming consultetions under Lrticle 3. He therefore urged that this tendency
towards the use of Article 4 in a restrictive ‘manner should be avoided, and that
such arrangements should be made only when market disruption existed over = wide

range of products.

28. The representativo cf Mexico said that the bilateral agreement concluded
with the United. Stetes and which was to continue in force through 30 4pril 1971,
had been applied to the satisfaction of both countries. In connexion with
restrictions under Article 3, he said that in September 1969 the Canadian Govern~
ment had requested his Govermment to restrain exporis of cotton textiles from
Mexico to Canada. Following consultations, it had not been possible for his
‘Government, up to the present time, to consider this restriction justifiable wnder
Lrticle 3. He stressed the importance his country attsached to the objectives set
out in the preamble to the lrrengement.
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29, “The represen‘ca‘m.vc of Israel refermng 1o ‘paragraph .l of urticle 2, s‘.:z.d
that the eranpement was conceived &5 a stop-gap ‘measure. vhich would have given
time o’ thc miajor importing countries to make the necessary adjustments to the.
structure of their cotton textile industrics. Thus, it was naver intended to
become a. permanen'b feature of the internsational economic landscape. _ He sa:Ld ‘that
it vas an open, question whether the existence of the irrangement had led to 2n.
orderly enlargement of the cotton textile market or whether it had brought. ﬁbou‘t
a self-imposéd stlfl:.ng ‘of the.development of the cot‘ton ‘textlle mdustry,
'espec:r.ally in the developing couhtries. , '

30. It was’ "Israells exper,.ence tha‘c the oresent menner of the application of the
Arrangement, i.e. the imposition of quotas on numerous cutegories and sub-categories
of different items forced the irlustry into an econonic straight-jacket and preven-
ted the: normal- exploitation of market opportunities, and the development of this
1ndustry. In this cormexion He expre.ssed his. Government!s dissatisfaction with

'the inelastic manmer in which the provisions of some of the bilateral arrangeéments
‘were interprcted by certain cf the major imporiing countries. He therefore urged
that these countrlef should adopt. a much greater clasticity :m u.ppro...ch.

’ 31. The representative. of the Republic of Koree., «ftor refe erring to the :meor’canc=
of: the cotton textile industry to his country's economic growth, said that the rate
of expansion.of cotton textile exports from Korea had drastically slowed down since
1964. This was meinly duc to import restrictions imposed by scme major developed
countries. Small quotas cllocated to his country hincdered the growth of exports.
Moreover,‘outlets for the newly-dcveloped. items such as garments and made-up -
erticles were severely restricted. He eipresscd concern on the fact that, at this
late stage in the life of the irrangement, some developed importing countries
including member States of the Cormunity continued to maintain quantitative import
restrictions under irticle 2. The quotas allocated to Korea under this irticle
were not only negligible but were also sub-divided into tco many categories. -
Besides, administration of these quotas was left to the discretion of the. mportmg
countries. Some countrics continued to practise a2 discrimiratory importing licen=-
sing systom direéted to his country. He therefore urged that these quotas should
be increascd having due regard to the fact that Kores was a nowcomer to the ' .
European market. ‘Further, these quotas shculd be administered by the export:.ng
countries. Importing countriés should co-opcrote positively w:Lth a view to..
fenabl:.ng exportlng countries to fully utilize the quotas.

32. .Referring 't_o frticls 3, he said thet consu.ltations undér this irticle had
proved unfavourable to the cxporting countrics since there was no altcrnative

but to accept the restraint levels as specified by the importing countries. With
respect to Jrticle 4, he pointed out certain technicel difficultics encountered.
by his country tecause of the rigid epplication-of the bilatoral. “greament )
concluded in accordance with this irticlc. He- requosted thet the views which he
had expressed on the various problems faced by his country be con51dered by the
impor‘bing countries durlng the remainder of the irrangehent.
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33. The reprcsentative of Justria, after reviewing developmenis in trade,
production and consumption of cotton textiles in Lustria over the period 1960 to
1968 and the first half of 1969, stated that the share of domestic production in
apparent consumption had continued to decline, and that the ratio of imports to
domestic production and consumption in Jjustria was much higher than that recorded
by most of the other importing countries. The share of foreign deliveries had
continued to rise, althou~~ _pparent consumption dropped frcm 51,000 tons in 1960
to 47,000 tons in 1968, or by about 8 per cent. The increasing pressure exerted
by imports of cotton textiles especially during the past four years was evidenced
by the drop ir the production of cotton yarn and fabrics in sustria. There was
also a sharp decline in the production of yarn and fabrics of staple fibre. is a
result of the increase in imports the foreign tradp deficit in cotton textlles

continued to aggravate,

34. He further pointed out that in lustria, as in many other industrialized
importing countries, demand for more sophisticated end products and blended goods
was increasing. Furthermore, knitted fabrics were being substituted for woven
fabrics to an increasing extent. This tendency evidently affected selling oppor-
tunities for simple cotton fabries of the kind produced by the developing countries.

35. In conclusion, he said that despite the difficult situation prevailing in the
sustrian merket, the undertakings by iLustria to expand access for cotton textiles
from the developing countries and Japan had been observed. .is a result of the
bileteral agreements concluded with the exporting countries concerned, a substantial
growth factor was established for exports of cotton textiles from these countries.
In undertaking this growth factor, iZustria had abided by the objective set out in
the preamble of the lrrangement, naomely that trade opportunities for the developing
countries possessing the necessary raw naterials and skills should be increasecd,

36. The representauive of Norway scid that from 1965 to 1968 the Norwegian
consumption of cotton yarns decreased in weight by about 13 per cent while cotton
fabrics and made-up household textiles increasecd by 2 per cent. Over the same
period Norwegian impcrts of cotton textiles totally increased by 16 per cent with
a yearly average of zbout 5 per cent. Imports from exporting, participating
countries showed an increase of 27 per cent; <their share of total imports of
cotton textiles increased from ebout 25 per cent in 1965 to 27 per cent in 1968,
Lt the same time imports from other countries increased by 13 per cent. Even if
this share of the imports to the Norweglan market was extremely high, his deloga~
tion was of the opinion that the irrangement had been a useful instrument in
securing orderly merketing cf cotton textlles, and had given the exporting develow
pingcountries a fair share of the increase in imports.

37. The representaiive of Sweden said that imports of cotton textiles increased
from $113 million in 1967 to $122 million in 1968. The developing participating
countries increased their exports to Sweden by as much as 222 per cent during the
years 1961 to 1968. Their share of total importo increased from 14 per cent in
1961 to 26 per cent in 1968, Furthermore, in 1967 Sweden had the highest propor-
tions among Group I countries as regards imporits and net imporits to estimated
apparent consumption of 211 cotton goods. The figure for 1968 was higher than that
registered in 1967. O1 the other hand, Swedish production of cotton yarn and
cotton fabrics continued to decline.
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38.  The representative of the United Arab Republic said thaot cotion wes the
mainstay of'the Egyptian economy with its various sectorial cctivities. Outpuu of
cotton.yarn 1nd fabric increased over the past seven years by about 50, 000 tons or
25 per. ceat more ‘than. the 1962 ‘level. The hope was ‘entertained that this. modest
rise rﬁpresented by an average annuel rate of 3.5 per cent would be accompanled by
a parallel increase in exports to. 1mport1n~ perticipating countriegs. Unfortunately,
the operation of the Arrangement over the past five years Ao shown' & negatlve
result of 12 pet cent desplte the fact that hnis country had ‘observed the provisions
of the Arrgn sement by accepting and MQhe:rlng to the bilatercl &sreements and quots
1imitetions by several 1mport1nv Hember countries. In this connexion, however,

_the 1iberalizotion of “eotton imports by Deniiork was very much appreciated by his
delegation. -This was, ir his view, o step in the right dircéction and he uraed

that other importing countries should follow suit to honour the objectives of the
Arranrement. ‘

39: In conclu31on, He said ‘that his delegation wes’ concernad cbout the severe
competltlon from man-mode fibres which had shoun a disturblnu effect on the market
_for cotton textlles

40, " The: representatlve cf” Indla, referr:m'T to the Preamble to the &rrangement said
that it wos quite obvious by readin: the intention procleimed in this Preamble
that the basic objective was expansion, with particular reference to assisting

the developing countries and keeping in mind the declaration on the promotion of
trade of less-developed countries acopted by Ministérs. 4is = result of repeated
admonltlonvand _pointing to these main objectlves, in the last twc or three years
there hqa been a much greater tendency and w1111nvness on the part of the
developed countrles to, achleVe some implementatlon.

AN Referrlng to difficulties encountered by India, he ‘mentioned, in the first
place, the problem of handloom products. The 1nterpret~tlon of hls delegation of
irticle 9 of the irrangement was that anything mnde on handlooms in the cottages
or in units with a small number of handlooms - the febrics and snything produced
therefrom, were totally exempt from the provisions of the Arrangement. The other
view advanced by some ‘developad countries was that Artlcle 9 specifically eéxcluded
only handloom fabrics of the cottage industry ~nd nothing dnde therefrom. This
was o very important point of difference and a solution should be found. Band-
loom fabrics made on cottage handlooms, i.e. the clcth by the piece, would be
‘hardly a saleable 1tem in any large quantities for reasons of competitive’
efflclency. It was in porticular forms wherc’ designs were unique and the articles
could be supplled only in small quentities that these particular fobrics had =.
chance of being sold. Iteéms made on looms such o8 towellinz, towels, plllowcases,
bed sheets 'and handkerchlefs, and similar products, could hardly be calléed made-
upt artxcles. n

42. He meniioned the dlff*culty of categorization and sub-catevorlz tion of items
which militated azninst plenning for production in.Indian m~lls end inhibited
export promotlon cfforts. ‘Ancther difficulty encountered was that in one’ or two
cases the wdministration” in regard ‘to the ‘quantum of arrivals was extremely harsh
-and ‘arbitrary based quité often on incorrect statistical materinl. There were
further difficulties over certain administrative procedures in regard to the
llcences under the arrangements in one or two countries.
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43. He said that a new kind of" dlfflculty ‘had-appeared over the horizon in the
last year or eighteewn months. The economic difficulties which some countries were
p“sqlnu through had made it necessary for them to devise hlfhly-restrlctlve'
measures, for instance, covering imports with a large value deposit. 'In one
such case, largely because of the impact and the effect of this measure, India
had been able to sell only half its quota in this market. He submitted that
these measures only transferred the balance~of-payments difficulties to others
who were in o much less able position to shoulder these disabilities and
intensified their balance-of-payments difficulties. He therefore appealed that
in 'such contingencies the balance-of-payments difficulties of the exporting
countries - partlcularly if they were developing countries - should be especially

borne 1n mlnd

44. He said that there was also the valuztion problem. There was an arbitrary
valuation in some countries. On this, his delegation felt strongly that there
was a great deal of fallecy in regard to chsrpness. The basic objective of export
trade was to earn the maximum possible amount of foreign exchange. Moreover,
governments did not countenance cheap sales of fabrics very mich below what they
could fetch as a fair price on any particular market. His Government constantly
resorted to the imposition of export duties and to- expedients such as State
trading’ etc., in order to prevent this leakage of foreign exchange earnings. -

'45. The reprasentative of Pakistan reiterated the views that his delegation had
‘been: expre351ng in the previous meetlnge that the Arrangement, which was of a
temporary and transitional nature, should lead as quickly as possible to the
wltimate goal of liberalizaticn of intérnctionzl trade in cotton textiles and that
necessary adjustments should be made to achieve this objective. Pakistan was
confronted with balance-of-trade problems which obviously hampered its plans for
economic development. In this context, the crowth of textile exports was of great

1mportunce to his country.

46 Referrlnb to the problems raised by some developed countrles in the field of
non-cotton textiles, he said that his delegation was of the view that cotton
textlle problems should be tackled separately from that of other textiles not
covered by the present irrangement. In this context he drew attention to

Article 'l of the irrangement. As for the working of the irrangement in its
seventh year, he said that there wes someé improvement in utilization of the quotas
:due to revival of demand in the importing countries and some measures of ’
simplificction in import procedures azrced to by the EEC countries. Pakistan had
fully utilized its quota for the United States market. In the United XKingdom,
apart from the country quota which wos fully utilized, Pokistan shared in. the
‘global quota with other countries. Excessive fragmentation of quotas into categories
and sub-categories continued to pose problems particularly in cases where the

celllnbs wera a;ready low.

47. He further p01nted out that the quotas in the EEC countries had not been
fully utilized dus to certain procedural difficulties that still persisted. He -
" cited the 1nstance of the French quotas, the present procedures are too cumbersome
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.and had retorded cxports. He.therefore urged further simplLfianion of procedure
~and gneater flexlblllty among catezories to achieve better utiligation of the
quotas. He mentioned that initially the quotas allocated to his country were, on
the whole, highly inadequete and they hoped for further improvenents by mutual
discussions.

48, The<representﬂt1ve of Greece saic that the way the lrrangement had been
implemented was of ; 'reﬁt .concern to his country. The restrictions imposed by the
importing countries under the irra ngement had affected adversely and seriously..
the economies of the developing countries which had neither the means nor the -
infra-structural pre-requisites for an industrial adjustment and employment
redistribution. These restrictions, he believed, were not in accordance with the
letter and spirit of the irrangemunt. He drew attent-on to the fact that the
modernlzgtlon and expansion of the Greck cotton industry, hod been achieved against
heavy expenses and serious financial burderns. This r=hab¢11tﬂt10 was motivated
by the rccommendatlons of international economic bodies that the developing
countries should diversify their production by ‘making every possible use of their
natural resources and domestic raw: material.: However, the restrictive measures
which were still beln; cpplied hampered the development ‘of ths industry. '

/9. The representa ative of the Republic of Gth“ referred to certain dlfflculties
" his country had .experienced under the Arrangement. The quotas cllocated by :
importing countries to Taiwan stanted at very low levels, this made export
oppértunities very limited. The sub-division of these small quotas into many
categories and the rigid epplication of these limits mzde it difficult for the.
cotton textile industry in Taiwan to utilize fully the assigned quotas. He-
pointed out that the quotas fixed to some other countries were ten times greater
than that allocated to his country if calculated on the same number of spindles.
He said that the exportation wes limited, not because of the rrangement as such,
but because in certoin cases the rrangement was unfairly opercted.” He t.ereforc
felt thet:an improvement in the adm_nlstratlon of the Mrrhn/ement wWasS necessary
and he hoped that this.recommendation wculd be taken into 00ﬂ31deratlon by the
1mportin; countries. -

II. idjustments in the cctton textile industry

50. The Chairman recalled that the Gommittee, quring its last meeting held on

22 October 1962, discussed adjustment-measures notified by importing participating
countries in compliance with the conclusions adopted by the CONTRACTING PARTIES on
2/ Wovember 1967. Following the discussion in the Committee it was agreed thht
additional information should be collccted and thot the secreteriat, in
consultation with delegations, should prepare o study on adjustment pdélicies as
well as on the adjustments that had actunlly occurred in the cotton textiles
sector. This study had been prepared by the secretariat on the basis of replies
by participating countries to the questionnaire drawn up for this purpose ond was
before the Committee in Parts III and IV of document COT/W/115.
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51. He expressed gratitude to IFCATI for the valuable help rendered by them, and
also to the International Cotton Advisory Committee for upplylng advance data on
mill consumptlon of the different apparel fibres in 1968. _

52. Many members of the Committee expressed appreciaticn of the Study on
Adjustments prepared by the secretariat and found the factual information contained
therein most mseful. It was, therefore, suggested that participating countries
should continue to report to the secretariat on development in the field. A -
summary of the discussion, which took place in the Committee, on adjustments is.

civen in paragraphs 53 'bo 8l.

53. The spokesman for the Buropean Fconomic Communltx said that although the
process of adjusiments in the cotton industry began prior to the Arrangement there

- was no doubt that, since its coming into foree, this movement had gained impetus
under- the influence of four essential factors: (1) growing préssure of imports
on an increasingly open market; (ii) conjunctural crises which periodically

~affented the industry; (iii). technological developments and (iv) the various
measures- gpplied in certain member States. Between 1962 and 1968 there was
substantial contraction of overali employment from 500,000 workers to less than
350,000. As regards equipment, spindles declined from 18 million to 14 million
and. looms from 369,000 to 243,000. - These figures revealed that the equipment
contraction effort made in the Community ‘was by far the most important because, _
for the period considered, it reached: for spinning, 24 per cent ss against
17 per cent for Group I as a whole, and for weaving, 28.2 per cent as against
25 per .cent. This result was attributable to the action taken by the governments
of the member States. In this connexion; he mentioned the essential features of
the specific adjustment measures teken by the Governments of the Netherlands, -

France - and Itely. (COT/W/115).

54. He underlined that, in adchtlon to these Spec:hlc measures, cotton textlle
undertald.ngs in all the member States could benefit from fiscal, financial or
social aid under provisicus that were eéither of a general charactar or were
designed to promote the adjustment of less-favoured areas or the reconvers:.on of

undertakings.

55. He pointed out that important studies were in hand at the present t:Lme in
the Commmity's institutions with a view to examining in detail the actual
structure of the various textile industries, in order to determine what measures
could be contemplated at Community level. Thece measures weuld speed up still
further the rationalization and adjustment of the sector to new economic¢ and
technological conditions, in a harmonious way end within the framework of the
Common Market. In these studies ’ parti ula.r attention was of course being given

to the catton industry.

56 In conclusion he said that although the process of adjusting this sector to
new world conditions was already well under way, it was not yet completed. The
Commmnity and national authorities, as well as those responsible within the sector
concerned, were firmly resolved to do everything possible in order to attain that

objective.
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57.. The representnt1Vp of Poland referred to his statement in the Committece on
Trade and Development on 4 Novemver 1968 (COif.TD/60/4dd.13). In this statement
he had mertioned that special attention had been gziven by his Government to
chonges .in cortain patterns of the textile industry with a view to enabling more
imperts of semi-finished and finished articles from the developing countries.
Reviewing chenges in the cotton textile industry, he said that there was & fall
in overall eémployment from 143,300 in 1967 to 141,600 irn 1$68. This fall was -
apparent in both monual and non-manuzl labour. The number of fxrms went down
from 227 in 1960 to 212 in 1968. With respect to the number of machinery,
splndles contlnued to decllnc while looms remslned static duxlng recent yehrs.

58. Tne reprcsantgtlvp ‘of Spain Sald that in' view of the ‘scrious recession in
1967/68, the cotton textile industry had submitted a plan for its reorganization
to the Government which the latter had opproved by the Decrce of July 1969. The
plan, which was optional for 21l firms, provided for the scrapping of 8,800 looms
and 300,000 spindles. It prohibited the installation of new plants brAthe
development of exlst+n production:facilities. - The Government and the remaining
firms would finance the loss of thosé Firms which closed ‘down. The plan Was
mainly cencerned with the social aspects such as, among others, the reallocation
of Horkers It was;, houever, the obligation of ‘the remaining firms to employ as
many as possible of the workers becdmlng redundant as a result of the

restructuring ‘of the industry.

59. I conclu51on, he said that the objective of this plﬂn was to Secure an.
cqulllbrlum between supply and demrnd; reduce-thc number of factors of productlon
and units, ;mprove produbt1v1ty “nu stlmulhte conccntrat‘on. .

60. The represéntative of “ustrim snld thmt uhu contlnuouo process of adaotatlon
of the cotton industry to chan*lnu market condiiions aand modern requlremeyts had
brought about, substantial sitructural adjustments in the Austrinn cotton industry.
Between .1960. 2nd 196% productlon factors experienced considercble detlire:
enterprises by 37 per cent; spindles by 27 mer cent; looms by 42 per cent; and
employces by 29 per cent. Tth decllne was reflcctua in the productlon index.

6l. Thése structural adjustmonts viere thb result of measures tuh n by the¢
industry itsclf. Thorc were no legislative or governmentcl measures designed
spocifically to assist adjustment in this industry, nor were such mcasures under
aetive consideration. However; some measures had beasn adoptcd by the iustrian
Govermaent to facilitate investments and structural adjustments in industry
generally, such as accelerated deprecintion allownnces, the estoblishment of
investment reserves, tax relief provisions, the promotion of rcsearch and granting
of credit guarcnices: However, it might be assumed that the legislation in
question would not producc tangitle results forﬂthe cotton ﬁndustry. |

62. Hc p01nted out that no incresse in producticn capacity had taken place as a
result of the adjustments mrde by the Austrian cotton industry. He urged that
industrizlized importing countries should likewise try fo avoid aﬁy significant

irercase in output so that increasing consumption, if any, could zlsc be shared

by the developing countrics. Thoe contraction of the lustriaon cotton industry
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related mainly to enterprises producing fabrics of the kind produced by weaving
- mills in developing countries. In this way Austria had contributed substantially
to a:-solution of the world-wide problem of production capacities in the cotton

_textile field.

63. The representatlve of Norway said that the manpower enzaged in the Norwegian
textile industry had decreased steadily during the last years; from 1966 to

1968 the decline was 12 per cent. In the cotton textile industry alone the
number employed decreased by 20 per cent from 1967 to 1968. This trend had
.contimued. so far in 1969. Most of this contraction hit rezions where there were
few, if any, alternatives for other employment. The Norwezian Government had
this problem under continuous consideration in order to find solutions within the
framework of its international o‘oligations. He added that his Government had
appointed last year a special commission to study the.textile industry. The
repart. of the commisgion was expected to be published shortly.

~ 64. The representatlve of the United Kiggdom said that the domestic cotton
textile industry had been z continuing problem since before the war. Over the
years various policies had been tried to deal with this situation. In 1959 the
Government tried a major scheme of scrapping and re-equipment. Then in order to
‘deal with tue growing problem of imports, the Glcbal Quota Scheme was introduced.
However, imports had increased, especially from developing countries.. .

65. Following the introduction of the Global Quota Scheme, the Government invited,
in 1966 the Textile Council to examine means of improving the productivity and
effic'lency of the industry. The Council reported earlier this year and they made
a number of important recommendations in fulfilment of their mendate. These
recomendations were addressod, some to the industry iiself and some to the

. Government,

66, The Gounczl recogm.zed the paramount need for the industry to reduce its
costs in order-to become more competitive with other industrialized countries.
This, they considered, meant that substantial new investment weculd be required in
plant and machinery in the industry between £100 million and £150 million by 1975.
-They also considered that this new machinery must be operated on a 168-hour multi-

shift bas:Ls .

67 ." The ‘recommendations which were addresved to the Government were twofold. In
the first place, the industry sought financial help for ths investment which they
had identified as being necessary. This the Government had refused. The Council
‘had also recommended that there should be a substantial restructuring of the
industry, and particularly tnat it should become more vertical in character. While
the Goverrment was not specifically asked to assist in this respect, it had in
fact taken certain measures. : It had, therefore, in the year under review,
appointed two consultants to advise on the best methods of effecting amalgamations
within the industry which could lead to greater efficiency. There were already in
this section of the industry some very substantial firms by world standards. It -
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was not expected that the answer to the industry's problems would lie in the
creation of more large firms. In fact the Government had talen certain steps to
ensure that there were to be no amalgamations between the large firms in the
lLancashire industry for a period which had not been specified. The hope was that,
during this period, smaller firms would form themselves intc the nuclei of more
efficient productive units than hitherto. The Government was not at present
putting money into this particular exercise, although- the Indu.:trlal Reorganization
Corporatloh was avallable for assistance and advice.

68. The gecond main recommendation of the Council which was addressed to the
-Government concerned the protective régime. The Council concluded that none of
the measures they had suggested would in themselves be adeguate unless the question
of import penetration was tackled. I:i this respect they identi fied the system of
duty-free entry of imports from a number of sources as beinz a major contributory
cause to the underlying problem of the industry. It was recognized that the guota
system had proved inadequate, certainly to the needs of the United Kingdom
industry. As a2 result the Textile Council recommended that instead of a system

of quotas there should be a tariff on duty-free impoerts from the Commonwealth;

this would provide a more predictable and stable basis of protection. The
Goveérnment, after very ca areful consideration, decided to acceptv this recommendation
taking ‘into account that the tariff was the normal means of protection for ’
industries rcocognized by the GATT.

69. From enquiries made within the industry in-the United Kingdom the Government
- had satisfied itself that investment would be more readily forthcoming if a

tariff ‘wes ihtroduced at the begimming of 1972, when the quotas would disappear.
Despite the new investment, the industry would continue to decline in size. It
was expected that employment in the .L*zdustry would have zone down by a further

40 per cent by 1975. The number of firms in the mdustry would have diminished by
two thirds by that daté, and the *mmber of wills by a half. Thus, the Government
" was not beu\g unduly protective, nor putting money into new invesiment.. It was
merely givinZ'the industry an opportunity to compete under the protection.of a
moderate tariff on equsl terms w:Lth other developed countries.

70. He said that they felt able to take these decisions in the British industry
because the situation in textiles was changing so rapidly. The textile industry,
which was merked in the United Kingdom by a new technolozy, new processes and new
fibres, wes by and large a prosperous industry and a growth industry. He believed
that this was the same in a large number of other countries, certainly in the
develeped countries. However, there was the particular problem of the cotton
sector. It might be that certaein elements of this problem would spill over in
time to other sectors, but he believed that the considerations there would be quite
different from those which hzd pertained in cotton. .There would be different
factors, much sreater cepital intensity, different fibres, not necessarily those
produced by the developing countrics themselves. Thus, during the deliberations
about the future of the Arrangemcnt, these factors should be borne in mind.



COT /MW /120
Page 16

- 71. The representative of Sweden-said that developments in the domestic cotton
textile industry continued to be.characterized by adjustments through mergers and
close~downs. ‘International competition as a result of Sweden's liberal trade
policy had forced the industry to such structural adjustments. In the 1960's the
number of units declined comsiderably; further close-downs were expected.

Between 1960 and 1968 the number of spindles and looms -decreased by about

55 per..cent and likewise production of cotton yarn went down by about 45 per cent.
The number of employees had followed the same course. The cotton textile inmdustry
in Sweden was mainly concentrated in one single arez where almost all inhabitants
were directly or indirectly dependent on textile production. This fact
constltuted a pa.rt;r.cu.‘mr diﬁ‘icu.lty for the adjustments of the cotton 1ndustry.

720 : In conclus:.on he rel’cerated what he had said a‘c. prev:-.ous meetings in-
connex:.on w:,th the difficulties encountered from the diversion of trade flows to
the more open.markets. He therefore.urged participating coun‘br::.es to keep the
problem in m:.nd when reviewing their restrictions,

73. The representat:.ve of Canada, after referring to. the 1ni‘ormatlon on
adjustments in the Canadian textile industry set out in COT/W/115, informed the
Commitiee that hlS Government had initiated a full-scale review of the Canadian
textile industry. ~ Thig review was designed to examine the present s:.tuat:.on and
future nrosnects for the industry. A :

74.. The representative of India recalled what he had said at last year's
meeting, that "the structural ad;;ustments seemed to be happening very gradually.
However, the information notified in CCT/105 and addends 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.” He said that his fears of last year seemed only to be
borne out even more markedly in what had been said this year. There was & certain
emount of pleasure expressed by developed countries that man-made fibre
production was on the increase in some of these countries whereby further
investment in this field had been undertaken.

75. ‘He recalled that, in the obj ective of the Arra.nganent s Special emphasis was
put on promoting the development of less-developed countries possessing the
‘necessary resources such.as raw materials, technical skills, etc. It seemed to
him that, in the process of adjustment, not enough attention had been given to
this factor. It was regrettable to sece govermment action being taken in the form
of abruptly and suddenly changing an existing system, abolishing the quote, -
introducing tariffs where there were none, etc, which could but lead to fresh
investments not only in the cotton field but in the fields which could be - .
subs_titutes ‘for cotton fabrics. He stressed that this was of major concern to
his country and needed to be carefully examined.
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76.. .He accepted- the general principle thet protective regulation by teriff should
be possible, certainly in most circumstances; rather than a reguletion oy quota.
However, there were special circumstances which should be considered in this
.context. For thirty-seven ycars the production and marketing methods in India had
been geared to the United Kingdom market .on the basis of duty-free eutry. For
India to be told that in only two years from now they would pay a turiff of

15 per cent was unsettling, while some developed countries would enjoy duty-free
entry. This created situation which was and continued to be considered
seriously in bilateral discussions between both Governments. He hoped that
jointly they would find an equitable solution.

77. Turnlng to the prob’ea of cotton and substitute fabrics, he questloned the
rationele behind goverrment action takxen to encourage further new investment in
fields which could but affect cotton textile and man-made fibre blended fabrics
exported from less-Ceveloped countries. The rationcle of the argumentalhereby the
developed countries wished to protect themsélves against man-made fibre febric
imports (for instance under Article 6 of the Long-Term Arrangement) should also
similarly te uszd for the essistance. of the developing countries, by not teking
govermment action which might reduce the intake of imported cotton fabrics but
increase the production of men-made fibre fabrics inside the importing countries
themselves. He said thcet it was regrettable to hear of the declining importance
of cotton and added that it would be in the joint interest of all participating
countries that cotton should be given a few years of time yet to reign in this

.world.

78. In concluslon ‘he said that the problem was a complicated one and needed a
great deal more informal discussion and, 2t a later stage, formal discussion,
before any satisfactory solution could be found.

79. .The representative of Japan said thcot the Japanese textile industry had -
suffered for e lcng time from structural problems such as the existence of a’
number of small-scaie firms, delay in modernization and the ‘existence of excessive
out-dated equipment. This situetion was further aggravated by a sherp rise of
wage rates of the order of 15 to 18 per ocent annually in the past three years and
the riszng increases of cotton textiles imports from deve10ping co_ntrles.

8C.~ To cope with such e situation, the Governmeat had enacted the Act on™
Provisional Measures for Structural Reorganization of Specified Textile Industr;es
and was currently carrying out five-year modernization programmes of the industry
The. five-year programmes started in 1367 regarding the spinning and weaving
industries. These programmes, which were carried out upon the initiative of
enterprises with the assistence of the Govermnment, aimed in the first place 2
modernization of equipment., The Government provided certain adjustment assistance
measures, such as public loans, to firms which attained certain specified guide-
lines, namely the shift to higher capital intensity and sophisticated end products.
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The second aim was to optimize the scale of firms through mergers or groupings of
small-scale firms below the specified standards established by the Government fer
‘this purpose. Thirdly, the scrapping of out-dzted surplus equipment., ‘In the
spinning sector, a certain number of .spindles had been simultaneously scrappsd by
concerted action of all the enterprises belonging to the industry in accordance
with the guidende and standards given by ‘the Government; the finance of this
progrzmme was shared by enterprises. In the weaving sector, the public loan was
only extended to those weavers prepared to scrap surplus equipment.

8l. The representative of Japan seid that these structural reorganization
measures were still in process and were being cerried out fairly smoothly. He
~drew the attention of the Committee to the necessity and desirability of
adjustments and urged that the utmost effort should be made in this respect.

IIT. Discussion concerning the future of the Arrangement

82. The Chairman said that the Committee was requdred to discuss; pursuant to
Article 8(d), the question of the extension, modification or discontinuance of
the Arrangemert. On the basis of the debate the Committee had had on the review
and on adjustments, it would insugurate the discussion on the future of the
 frrangement, thus proceeding with preliminary exchange of views. He recalled
that the last time the Committee fulfilled its obligations under Article 8(d), it
initiated discussicn on this issue and then a2djourned until a leter date to
allow for bilateral consultations between the participating countries concerned.
After these bilatersl consultations were saticfactorily completed, the Committee
resumed its discussion and arrived at its final decision on this question. He
said that it might be that the Committee would wish to follow & similar
" procsdure on this occasion. This was agreed.

83. The spokesman for the European Econcmic Community, in his statement, which
is reproduced .in full in document GOT/W7119, said that the European Economic
Community had not yet determined its definitive position as regards the future
of the Arrangement. At the present time, its position was entirely open to the
pogsibility of rerewing the Arrangement. :

84. He said that the Arrangement had enabled the European Economic Community to
progressively increase possibilities of access to its market. In this connexion,
he referred to quota increases in pursuance of Article 2, and to the conclusions
of bilateral agreements under Article 4. He also recalled that the first
extension of the Arrangement had enabled the Community to grant tariff -
concessions in the textile sectors where tariffs were already low.

85. EHe poinﬁéd__qut that developments in production of and trade in cotton
textiles showed that the-objectives set out in the preamble to the Arrangement,
designed in particular to promote the development of trade of less-developed
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countries, had been largely observed. Statistics revealed that between 1960 and
1968 the develop:mg countries increased cons:.c[era’bly their machinery and
production in both the spinning and weaving, sectors, while developed couatries
ezperienced fzlls in machinery as well as in. cutput. Cotton textile. expor'bs
from the developed countries increased by only 21 per cent, whereas develop:.ng
’countrles had achieved an increase of .96 per cent.

86. Comment:.ng on the problem of ',non-cotton ‘textiles, he said that if detailed
examination showed that problems existed, then it might be opportune to study,
in the context of the GATT, equ:.table solutions that would avoid isolated or
bilateral action. .

87. The representative of Jamn sa_id that the Arrangement, as laid down in.
Article 1, had been regarded as an exceptional and provisional messure in order
to give a breathing—space to the cotton textile industries in the advanced
importing coun’ries for their industrial adjustment. This measure was put into
effect in 1962 for a period of five .years, and was extended in 1967 for an
additional three years. There was, in their yiew, a danger of perpetuating en
exceptional and provisional measure

88. He further stressed that, although the" Arrengement aimed at a reasonable
and orderly development of cotton textile trade by placing an obligation on
part..c:.pating countries which maintained res:.dual restrictions on cotton
textiles ‘to progressively ‘relax . them with a view to their elimination, ‘the
efforts for the relaxation of thesc restrictions were still far from sufficient.
Mcreover, the actual operation of the Arrangement had tended to be extremely
restrictive because of the establishment of excessively small quotas, minute
ca‘begor:.zation, lmz_tatlons on f1 em.b:.llty, ete.

89. In conclus.hon, he said that in the light of the above-mentioned factors »
_the Government of Jepan had felt and continued to feel that the extension of
the Arrangancnt was, as a matter of principle; not desirable for the healthy-
.‘geﬁzyoslqpment oij tracie in cotton textiles,

90. Later in the discussion, the representative of Japan suggested that the
Committee.shonld meet within a short time to continue its discussion of this
igsve. At that meeting, he would expect to hear the reasons why certain
countries =apported an extension of the Arrangement. ‘Referring to0 the
suggestlons made by the EEC and the United Kingdom concerning the problem of
non-cotton textiles , he said thet he was not in = position to respond S
immediately to their suggestions. He would “however, report the matter to ‘his

Goverrment.
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91. The rcprescntative of the Republic of Korca said that his country had acceded
to the irrangement on the understanding that it was merely = transitiornal measure
and that importing countrics would liberalize thec trade in cotton textiles by -
adjusting their cotton textile industry as soon as possibie. He regretted, o
however, that progress madec in the liberalization had been far from satlsfacto?y.

92. In an cffort to contribute to frcer world trade, his country llberallzed
import régirmes in 1967 by-adopting Negative List Systens, even under adverse:
positions of balance of payments and despite the various -unfavourable econcmic
and socicl conditions at that time. Hc belisved that, in discussing the future
of the .rrangenent, the principles of world trade liberalization should be kept
in nind. He reiterated that the liberalizetion of trade in cotton tcxtiles should
be realizsd at thc earliest possible date and, therefors, further extension of

the arrnngsment was no longer necessary.

93. In conclusion, he expressed deep concern about the statements made by certain
representatives concsrning the trade in non-cotton textiles and added that it was
hoped that any new move which would adversely affect frece trade would not be made.

94. The reprcscntative of the Unitcd Kingdom said that by Ssptember 1970, when

the arrangement would have been in forcc for eight years, they would certainly

b bound to conclude that imports from the developing countrics still accounted
for a very smnll pcrcontags of =onsumption of cotton textiles in most developed
countrics. There seemsd to have been at least two reasons for the Lrrangement

not to have achicved the expectations which were held out to the developing =
countries in 1962. The first roleted to the concept of uwarket disruption.
Inporting countries had shown that they had no unifornm or hormonized standards

by which they judged vhether the level of imports was such as to cause serious

d: nage of the kind described in thc isrrangement. .t the same tinme, it was clear
endugh from the statistics of relative nerket penetratlon by inports, thet the
major importing countriss had very different views about their obligetions under
the irrangement. The second shortcoming was that the operation of the .irrangemcnt
offered little prospect that therc would ever be any cqulization in the performancec
of the inmporting countries, .

95. There was a further and vital point which should be kept in nind in the
coning months., That wes the changing neture of the problem which faced the
cotton textile industry in thc developed countries. Since 1966, the switch to
woven man-nade fibre and knitted goods had resulted in a tremcndous decline in
the demand for cotton goods, wkich, combined with rapidly increasing productivity
in the industry, had in turn rcsulted in a nore than proportionate decline in
cmployment., Adjustments had been reported to have taken place in the cotton
industries of the devcloped countries but, bearing in mind thet in at least some
cases the proportion of imports from thos dsveloplng countrises was of the order
of 5 per cent or less, it was obvious that ths difficulties of the industry were
not going to be solved by the regulation of imports.
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96, In fact, the problen was the continuing onc of an increasingly less important
sector of a- 1urgp ‘and prospcrous textile industry. The problen which the
brrungement set out to solvc WaS. one¢ in which a number of devcloping countries
were ables. to competg very otrongly in the market of the develoved countries, in
circumstances where many of . ‘their EurOpcan cowpetltors were riaking use of an
outdated tbcnnology. In thesec conditions, low wages in the dsveloping countriss
were nceessarily deeisives, Howcver,'these,conditions no longer obtainéd to any-
thing like the same extent. Therc was still &« problem of adjustment. The sasiest
neasure wes for the cotton industry to switch to the usc of nun~made IlbrCS. The
United Kingdom had not been very succcssful at this. © - '

97. The repres»ntatiVC of the Ursted Aingdon, rcferring to the question of non~
cotton textiles, said that ulth ugh it was argueble whethsr this questlon wos one
for discussion in this Committes, it was quitc cléar that, in the view of’ _sone;
there was o problen in this fisld. Thb United Kingdor had taken the v*eW'from
the fact§ at present availdblu that the problen, if it evisted, was not on o -

" scale to werrant actioni oh the lines of what was bcing done in the field of cotton
textiles. " Neverthecless, if somé contrgctlné pertics thought that thers was a
probler, soms opportunity should be found in GATT for discussing its Sccpe and
significance. If a propeszl was made for such discussion, they were not going to
dismiss it out of hand. Secondly, it was feared that arrangenments securing -
‘restraints negotiated outside the framework of the GATT rules would inevitably
produce important side. effects and might lead to odverse dcvelopments in the’
field of trads liberalization.

o8. Turnlng to the future of thu nrr“ngement he sz2id that 31nce ths Unltcd

Kingdon was proposing to reély, as fron 1 January 1972, on the tariff for protectlon,
they would be content to sec the ..rrengement come to an cnd in 1972. In any “f
cvent, . they belisved that thinking should now be dirécted towards the sventual
terninhtion of quota restrictions and, if the srrangement was tc be extended for

a further period, the intention should bc, in their view, to work towards its
termination in two or three years and to teke steps, during any period of
extension, to progressively relax thg Arrangament'" provisions.

99. Thc *qpruscntatlve of 1nd1" sald that the srrangcnent nad been. lookcu upon,
flrstly, as.a means of dpvvloplng world trade and promoting. econonmic expansion
pOSIthCl“, with partlcular reference to the development of less-developed ™
Acountrles,’ secondly, as a mcons of assisting in nocessary adjustnents ih the
1ndustry.. Thus, the “rrungcmcnt had been regarded as a transitional device.
Whether the eriod of transition was over and whether thé iirrangement had td'
continue in the sane or in a modified forn wes o very complex matter, calling
for Judgrsnt ‘of .a polltlcal n:turu, “taking’ 1nto account th rulevant oOClal ‘and”

cconouic ¢actors.

100. It wos the view of hlS delegatlon that the udgustmcnt wos not proceeulng in.
the way in which the 1dcg had bosn conceived. It scemed that in several dcvelopbd
countries the cotton textile industry was not only reviving itself to nroduce'
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mixed fabrics and man-made fibre fabrics, but actually expanding, in spite of
grave labour shortages in many of these countriss. It seemsd, thercfore, that
the purpose for which the irrangement had been negotiated and put into force
had not been fulfilled. In fact, the implementation had been working in a some-
what negative way of kegeping a restraint on the textile industries of the
developing countries. Under this restraint, the domestic industry in the
developed countries had diversificd itself in such a way that the opportunities

- for the devweloping countries. of diversifying themselves, producing what they
could with their raw materials and skills and exporting and carning more foreign
exchange, had been hampered rather than helped. If the irrangement had not -
served the purpose for which it had been negotiated, thec remedy would obviously
not be to leave the devesloping countries to their own resources in a world of
changing technology. It would, therefore, be his submission, which he mzintained
strongly, that the objectives should be kept in view with the idea of finding
out what could be done to help the developing countries, perhaps by modifying
the way of thinking or administsring the working of the Arrangement, if necessary,
in.a newly-negotiated form so that the objsctives would be fulfilled and not
frustrated. _

101. In India's view, tariffs and quotas should be discussed together because
both had -4 bearing on the capacity of the developing countries to diversify
their exports and increase their earnings of foreign exchanges. Thus, after
tanglble protection had been given to the domsstic industry of ths developed
countries through a systen of quotas under the irrangement, high tariffs should
certainly be brought down very considerably and, if possible, eliminated in the
context of ths general scheme of precferences for developing countries or other-
- wise. In this comnexion, he recallsd what he had said at the last mesting and
urged that developed countries should nct include cotton textilcs in the '
exceptions lists but should, in fact, includc them in the scope of the applicaticn
of the general schemc of prcferences. He added that the resduction in tariffs
obta,ined dur:mg the Kennedy Round wes in meny cases small and not satisfactory.

102. Referrmg' to the question of gz'owth rates under the .rrangement, he said
that developing countries which had a small bese in csrtcin merkets were not
satisfised -with the rats of growth granted to them in the negotiations, Thers
should be a much lurger growth of trade permitted to developing countries than to
_competing developed countries. With regard to the procedurss of implementation,
the problems of categorization, import deposits, licensing procedures, flexibility
between -groups, carry-overs, stc., thesec needed to be satisfactorily resclved.

103. 'In conclusion, he said that it might well be that, after due consideration
and after improvement and modification, some regulating arrangement could bc
continued for a. limited pericd and be reviewed after a short time. However, it
was the view of his Government that, taking into account zll of thess aspects,
great deal of intense informal consultat:.on was necessary before reaching =
definitive standpoint in regard to the question of the future of the Arrangenent

after 30 September 1970.
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104. The representative of Spain scid that -he was of the oplnlon tHat the
Lrrangement had not been fully satlsfactory. He was pot - opposed 1o a certain
order in internetionzl trade of cotton textilcs s long as there wers "efficient
guarantees for exporting countrics, Ifa ‘decisicn wers to ‘be taken to extond the
Arrengement, he thought it adviszble to 1ntroduce sonc modificatiorns which would
ricen, for the exporting countrics; better guar“ntces for the safeguard of their
interests as well as nore flcx1b111ty and inprovuJent in the epplication .of -
restraeints Imposed by the 1mport1ng COuntr165~-

105. Thse representntlve of Port rtugzl recalled that exporting dotitries had .
accepted the irrangement 2s a temporary and palnful solution to essist.in the
required adgustmsnts. It was in this spirit: that his Government had aoccepted

‘the arrangement and the Protocol extending. it. . dlth‘respsot tc ad;ustmsﬁts, he
said that it wes opvortune that the relevant study had been prepored a¥id thought
it would be useful if this information could be’ supplamcnted. He stated thet the
efforts which had been made by’ certaln countries in the field of adjustment, and -
the problems which had ariscn An this connexion, had his Governuent's full support
and comprehension. WNevertheleéss, it was not admissible, in his view, to subscribe
succecssively to extensions which would have thc effect of renderlng 2’ temporary
situation pe“manent S .

106.- The repressntative of the United Kingdom, -speaking on behz1f of Hong Ko
.said that eight years shouid bs long snough for & temporary irrangement - to lhst
and for the required adwusuments to be made. However, if the general.consensus
should prove to bs that ths hrrangenent should be extended, Hong Kong: would hope
that some considerction aight then be given to the question of whethcr the - -
Arrongenent could be improved. 4 priori it would scen that aftcr eight years!
experiencs of thc operation of ths-.irrangencnt; qu;te a number:of ideas on
p0931ble improvemsnts should have anerged. ‘

107. He relteratsd the tuo: po.nts he had prev1ously m“dc.~’Thg £irst peint was -
that irticle 2 had had its day; it was essentially evon buls} I tsmporary'than ths
arrangement itself. The second point .was that more prscision should.be given to
article 4 to sccure that the arrangsnentis under this irticle wore not less
favoureble then those whlch would have been provided for by'nrtlcle 3. .

108, He smphasized, howev°r, that, in: mcntzon;ng thoSb p01nts, Hong hong was
not suggesting any wholeszle ahcndmsnt of the iarrengeiacnt.” No formzl document
cculd provide in dctail for svery case. & groat deal depended on the spirit:

in which bilateral consuli~tions wsre held, on the willingne¥s '6f both.sides

to see each other's points of* wiew end, when the ubnsultatlons had been. ‘
concluded, the setting up of' administrative arr:ngements snsuring that the
maximm possible use wes made of the treding opportwiitics provicded for. Never-
theless, he bélicved that some modificatlons to the bsnefit of both importing
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and exporting countries, might be worth considering so long as such modifications
were consistent with the aims of the Preamble of the Arrangement.

109. The representative of Demmark said that his Govsrnnent believed that a modest
-protection of the Danish textile industry was still necessary. The Arrangement,
in their view, had served a useful purpose and a function which was neesded also
in the immediate future. His Government was therefore of the opirion that the
Cotton Textiles arrangement should be prolonged for another three-year period.

110. The representative of the United 4rab Republic said that his Governnment
had accepted the Lrrangement on the understanding that it was tenporary in
naturs, in the sense that it had to serve, inter alia, os an instrument to
agsist in adjustments. By ths end of the fifth ysar, his Goverament also
subscribed to its sxtension as it had then been found necessary *to give a
longer- span of time for the :l.mporting countries to achieve the required

adgustments.

lll Contrary to whet had been sxpected, cotton textile exports from the United
Areb Republic had worsened under the extended irrangsment, where non-expensive
quotas were elther maintained or pursued by certain countriss togsther with the

imposa.tion of severs restnctions.

112 He stressed that the Arrangement, in its present form, had fellen short of
all expectations and urged that importing countries should adopt a mors liberal
attitude towards the cotton textile trade which. represented great hopes for . .
-developing countries. Thus, his delegation found themselves in a position whers
thsy could not agree to a further extension of the Arrangement in the fom in

which it had been a.ppl:.ed.

113.: The reprosentative of Norway said that his Government would favour a
prolongation of ths irrangement and would like to take part in the negotiations

which might be held in this connexion. .

114. The representative of Sweden said that his Government considered it
advisabls to extend the Arrangement, without too many changes in its present
cheracter and form. He expressed hope that agreement on an extension of the .
mangement would contribute to a better balance between importing countries.

1i5.- Ths representative of Ja.maica referred to two points as bcing the most
importent ‘that had emsrged from the discussion. The first was the effoct of
the Arrangement on trade in cotton textiles, and the second related to.

adjustusnts.
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116. Commenting on the first point, he thought it wvas true that the Arrangement
hed provided o set of guidelines’ for the functlonlng of world trode In ectton
toxtiles during the last seven years and had permitted a reasonably orderly”
development~of this trade. Thus, it could be said that the urranpement hed"
served o purpose ‘over the last seven years. However, the declared intentions
in the Presmblc to the Arrangement had not been met te anything like the extent
that was indicated when the arrangement was first regotiated. Many importing
countries hed repcrted increcses in imports but it was not certain thet this
would continue as a firm and positive intention.

117. Referring to the adjustments which had been made, he questioned what effect
these adjustments would have on theé desire or the need of developed countrie

to offer a significant morket for the exports of develuplng countries. It scemed
to him that there must inevitably be.feésr that the frrengement, or an extension

of it, cogld,onlv give the developed countries the breathing space they needed
to counter the market advantoges vhich the developing countries had. It seemed
to him that it might be -necessary for the Committee to meet ag_ln in the near
future to denl with this particular question.

!

118. The represehfative“of'hustria said -that .his.. Gd#ernment was of the'op1n10n that’
the Arrangement had been a useful instrument for # ne orderly aevelopment of
world trade in cotton textiles, and that it ‘should be -extended in its present form.
Difficulties arising from the implementation of the irrangement should be settled -
through bilateral negotiations. He added that his Government was preparsd to
enter into bilatéral consultotions with' exporting countries, if contacted, with

a view to determining mutually "cccpt°ble condltlons for the contlnued "
appllcatlon of the Lrrangement.

119, The rcvresentatlvv of Finland considered that the Arrongament had contributed
tc the orderly development of trade in cotten textiles and thus haod benefited
both importing and sxporting countrivs. In his opinion, it would continue to do
sc in the future, if import restricticns were epplied with mederztion and if they
were gradunlly relaxed. His Govermment, therefore, would favour the prolongatiocn
of the Arrangement. ‘

120. Ths represenn tive- of Poland -seid that his delegution had not yst |
determined-its definitive 0031t10n end that bilsteral consultations had to be
continued before taking o stand on the future of tlic Arrangement. : However, in”
theoir view, the Arrangemént provided for a code of conduct and had been useful
It seemed to him that the impertant questicn wes not really whether the
application cf the srrangement hod or had not fully lived up to its objuctives
but rathsr what would hove beon the situation in-the cbsence of the Arrangement.
Thus, the importance of the issue under review noeded sdrious consideration ard,
therefore, he would support the suggestion thot the Committee should meet again
in the near future to continue the discussion’ on-this subject.
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121. The representative of Pgkistan recalled that the Arrangement had been
conceived as a temporary expedient. When considering its future, the basic
objectives should not be lost sight of and this temporery measure should not be
converted to 2 permanent one. The best course would still be to terminate the
Arrangement. However, if continuation of restricticns for some time more

was felt to be. .necessary, he would concede reluctantly to the idea of a further
extension for a limited period of time.

122. He urged, however, that suitable modifications should be made of some of ths
provisions of the Arrangement that had impeded its satisfactory working. He
suggested that these modifications should be on the basis of better access tc the
markets ol the developed countries and further liberalization of the

restrictive provisions of the Arrangement with a view to early atteinment of the
free trade objectives. With the technological developments and the adjustments
which had and continued to improve the competitive position of the industries

of the developed countries, the propcsed improvements should not pose any problems
for their industries. :

123. The representative of the United States, in his statement which is
reproduced in full in document 00T/W7118, referred to the changes which had taken
place in world trade and production of textiles, and the emergemce ci today's
multi-fibre industry. He expressed his Govermment's majoir concern on the
tremendous surge of man-made fibre and wool textile imports. In their view,
the. dramatic growth of these imports, which had far out-paced the growth of the
United States market, carried with it the same serious problems of market
disruption that exdsted for cotton textile products at the time the
Arrangement was negotiated. Action taken by a number of importing and
exporting countries to regulate the flow of trade in these goods had the effect
of channelling exports to the. United States' unrestricted market. This
situation, ﬂmerefore,' requii'ed an international solution.

124. The representati e of the United Stztes said that his Govermment fully
recognized the importance of this tresde to the exporting countries but,

while it,was prepared to accept a ressonable growth in textile imports, it was
determined to ensure that this must be on an orderly basis and that the growth
in the United States market was shared equitably by both domestic and foreign
manufacturers. = Overall United States imports of cotton, wool and man-made
fibre ‘textiles were at an annual rate this year of 3.7 billion square yards,
compared with 3 3 bill:..on in 1968 and 1.5 billion in 1964.

125. There were many people in the United States who felt that the only viable
splution to the textile problems they faced should be attained through import
quotas enacted in legislation. However, the United States Government was of . the
opinion that it would be a more appropriate alternative to negotiate. an
acceptable international arrangement which would establish a reasonable and
orderly basis for the development of the United States textile markst and for
the continued growth of United States textile imports.
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126. In conclusion, the representative of the United States supported the
continuation of the Cotton Textlle Arrangement beyond 30 September 19’70

127. At a later stage, the represennatlve of the United States sald that he
did not believe thet the objective facts of the situation ccnfirmed the '
statements which had been made by some exporting countries that the Arrengement
had failed to worx out-in e general.x.v satisfactory manner.  Examination of
import statistics had revealed an impressive increase in imports by mport:.ng
develcped countries since the coming into force of the Arrendement. In -
aeddition, adjustment measures reported tc the Committee represented a mejor
effort by most importing countries tc adapt their industries in such 2 way as-
to- prov:.de more access ior cobton textiles from experting countries: .

128. With respect to the future of the Arrangmment, he po:r.nted out that most
importmg countries had serious problems in the very sensitive téxtile sector.’
In"case of thé abolition of the irrangement, thess countries would be forced
to resort to other devices. The possibilily of resorting to a unilaterel
restriction would certainly be less favourabls than the present irrangement
which provided for a-code of general conduct for participating countries

in the field of cotton textiles.

129, Referring o 'Lhe c!uggestn.ons which had been made by some delegations

to improve the Arrangement, he said that if the /rrangement was to be
modified the United Stetes would have some suggestions to offer, partlcularly
'in connexion with the growth formula which many producers and labour.-
organizations considered tc be too iiberal. Hcwever, it seemed %c him
advisable tc avold opening up the Arrangement to major charges which could
involve difficult and protracted negotiations. As had been suggested, e

more appropriate approach would be for exporting and importing coun*v'n.es to
discuss their respective problems bilaterally.

130. He referred to the point which had been made that cotton textiles should
not be included in thc exceptions lists when counsidering gemeral non-
discriminatory preferences fcr the products coming from devaloping ccuntries.
Commenting on this s ke said that the Cothton Textiles Curmithee cught nct to be
involved: in this subject in view of the fact thaot the whois question was under.
serious consideration by other international orgarizations.

131. 4As regards the question of non-cottcn textiles, he s\..:.d that 1t might be
useful, os suggested by the Uniied Kingdom and the EEC, to study this

problem within the framework of the GATT. It was clear that cotten textile
problems could not be isolated from problems of other fibres and perhaps such
an examination could point the way to an overall -sclution. However ,» the
8tudy of these problems was liksly %o be difficult and time~-consuming. He-
therefore hoped that the question of non-cottons, at least for the present
time, would be kept separate frow cottons. The future of the Arrangement
should first be dealt with and then, in the not-too-distant futwre, the
question of other fibres might be emm:ned by GATT.
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132. The representative of Canada said that, in considering the. future of the
Arrangement, the key question .was whether the objectives of the Arrangement would
be better served by its continuation or by its demise. It seemed that, by and
large, the Arrangement had so far provided better access to the markets of
developed countries as a whole. Thus, in his view, -some form of arrangement
along the lines of the present one would probably continue to provide better
access than the absence of such an arrangement. In the light of some remarks :
made by certain exporting countries, he believed that the Arrangement was in

some regpects an imperfect instrument for carrying out the objectives.and that,
over- the course of time, substantial differences had emerged in the views of
participants as to their obl:.gations s their responsibilities and even their rights

under the Arrangement.

133. He said that, in his stetement under review » he had pointed out two
respects in which Canada would wish to see some discussion of possible amendments
:i‘ the Arrangement was to be extended or modified.

134. A number of other important issues had been brought out at this meeting
which, in his:view, needed discussion and clarification. In this connexion, he
men'bioned, for illustration of a general difficulty, the point made by the"
representative of Rorea that, as a late entrant, the quotas allocated to his
ccntry were often quite low. The force of th::.s argument had been considered by
“Canada but it was found impossible to drrive at what might be regarded as an
equitable distribution of the import share of the Canadian ma.rket, sinply because
earlier entre.nts hed gained already a very substantiasl porticn. S

135. In conclusion, he said that his delegation believed that the obj ectives of
the Arrangement would be better mei if the Arrangement was renewed for a limited
time but in a form modified in certain respects to teke account of some

difficulties that had arisen and to bring about a somewhat greater haz'mon.zation
f att:.‘budes towa.rds respons:.bill‘bles and rights.

136 The representa'bive of Turkey said that certain modifications to the
Arrangement were needed to. take account of the important r8le of the cotton
textile industries, both in the industrial development and in the foreign exchange
earnings of the developing countries. He added that, provided certain easements
of the application of the Arrangement were made and that quotas were distributed
in a more equitable manner, his Govermment could accept that the Arrangement would

continue as a temporary measure for an additional three years with a view to
working out, -in the meantime, a more appropriate mechanism.

'137. The representat::.ve of Israel said that there ehould be some serious practical
steps in the :melanentation of Article 2, paragraph 1. In this connexion, he
‘welcomed the decision by the United Kingdom to ebolish the quotas system. by
January 1972. ‘- In his view, if the Arrangement was discontinued, exporting
countries would be immediately faced’ with & rush of unilateral restrictions.

' Thus, his Govermment- was in favour of an extension of the Arrangement.for a - |
definitive period with a view to bringing -about its complete phasing out and the
return to & normal system of trade where the tariff remained the sole means of

protection,
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138. The representative of Mexico said that, in his Govermment'g view, the
Arrangement had introduced order in an industrial sector of paramount importance.
It seemed to him that a better understanding on the part of the developed
countries of the problems of the developing countries would ease the working of
the Arrangement. He stated that his Govermment would favour an extension of the
Arrangement. '

139. The representative of fustralia said that his Govermment was a supporter of
orderly marketing in international trade and, therefore, would favour an extension
of the Arrangement which had provided for thls.

140. The representative of Colombia said that, in his vicw, certain modifications
of the Arrangexsent might be necessary to bring about a better balance between
exporting and importing countries. More favourable conditions for developing
countries should be provided for. His.Government was of the opinion that the
Arrengement should be extended for a limited period of three years. During this
.period, a more adequate solution could probably be found.

- /

141, The representative of Greece said that the working of the Arrangement had not
been satisfactory to his country. However, if it was extended, there should be 2
new approach to the problems of the developing countries so that better access to
the international merkets for their exports of cotton textiles could be secured.

142. The observer from Ceylon informed the Committee that his country was a recent
entrant into the cotton textile industry and, at present, was becoming export
oriented. It was, therefore, necessary for them to seck market access in

developed countries. His Government thought that the Arrangement had been of
benefit to developing countries and therefore would favour its extension, at

-leagt for a limited period. Thus, if a decision was taken to extend the Arrangement,
it should be modified so as to take into account the needs of these new entrant

countries.

143. At the conclucion of the discussion, the Chairman suggested that the Committee
should meet towards the middle of December; he would fix the exact date after
consultations with delegations. The interval between the two meetings would
provide the opportunity for bilateral consultations between participating countries.
At the next meeting, “he Committee would continue its discussion under Article 8(d)
to see what progress had been made in the bilateral consultations. It would then
be possible to judge whether, in the meantime, consultations and reflection had
permitted certain essential points to emerge, thus furthering constructive
discussion on this issue,

This was agreed.



