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I. The seventh annual review of the operation of the Arrangement

1. The Committee had before it documents COT/W/114 and Addendum 1 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/W/115 and.Addenda 1-3 describing, in Parts I and II, developments in
production of and trade in cotton textiles over the period 1962-1968.

2. A number of participating countries made statements reviewing national trends
in production of and trade in cotton textiles, conditions in their industries and
developments in the implementation of the Arrangement. A summary of these statements.
follows below in paragraphs 3 to 49.

3. The representative of the United States, in his statement which is reproduced in
full in document COT/W/118, said that his Government believed that the Arrangement,
at the conclusion of its seventh year, had functioned to the advantage of all
countries concerned, both exporters and importers. Cotton textile imports into the
United States during the seventh Arrangement year amounted to 1.7 billion square
yards equivalent as compared with just over 800 million square yards during the base
year for the Short-Term arrangement. Over this period, imports of cotton textiles
and apparel rose faster than domestic output. The substantial increase in imports of

A summer, of the notifications.recaivedafter the distribution of documents
COT/W/114 and Addendum 1 has been incorporated in the relevant parts of these
documents which are- annexed to this report.



COT/M/10
Page 2

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 said that the actual growth
of imports into the United States had been much higher than the annual rate of
5 per cent contemplated in the Arrangement. This situation, further accentuated
by a declining domestic output, had produced an increasingly severe impact on the
United States 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 information 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 manufacturing 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 Communityin his statement, which is
reproduced in full in document COT/W/117, said that, after the serious 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 consumption,
trade and production, he said that in 1968 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.
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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 regime 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 Republic.

8. In connexion with 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 States. He further pointed out that the bilateral agreements--concluded
wish the aforementioned exporting countries involved considerable improvements in
the trading regime with these countries as regards both quantities and
administration.

9. In conclusion, 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 Japan said that although some progress had been made
as a result of his Government's efforts to improve trade relations with major
importing countries in the field of cotton textiles, there still remained a.
number of difficulties. Excessive fragmentation of categories and items for
cotton textiles resulted in lack of flexibility and various. administrative
difficulties. Further, reluctance 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 with the objectives of the Arrangement.

11. Referring to trade relations with some of the major importing countries, he
said that recent negotiations between Japan and the member States 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 they would prove to be conducive
to the improvement of trade relations in cotton textiles.

12. He further referred to the restrictive effects of the Noordwjkk 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 said 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 Canada, 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 it was encouraging to note that the United Kingdom had 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
hoped that such efforts would prove to be successful and that the relaxation and
elimination of existing restraints would be undertaken at the earliest possible
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
quantitative limit 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 request was formulated strictly in accordance with the
principles of the Arrangement and was presented to the exporting country in the
context of a detailed analysis 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 coverage of textile imports. Canada's
per capita imports of textiles from the developing countries and Japan in 1967
were considerably 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 boen to
agree to increases in the levels of the restraints notwithstanding the Canadian
reservation incorporated in the special protocol to the Arrangement. Between
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 increased by approximately 80 per cent whereas imports from
traditional developed sources decreased by 26 per cent. In 19éa there was a ver
sharp drop in imports of cotton textile products due to the fact that textile
products of man-made fibres began to make significant inroads into the demand in
Canada for textiles predominantly of cotton.

18. Commenting on the arrangements that Canada had entered into with twelve
exporting countries, he said that in five cases the restraint was limited to
cotton yarn and the remaining seven were concerned either wholly or in part with
a total of some eight cotton products. Canada believed that its record in this
area spoke for itself particularly when taking account of the 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 Arrangement 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 Canada 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 degenerate into
confrontations between exporting and importing countries based largely on the
bilateral bargaining strength of each. Canada considered this development to be
quite contrary to the spirit of the Arrangement.

20. After referring to difficulties experienced by the Canadian 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 years 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 Canadian market for cotton fabric decreased by 23 per cent from
1965 to 1968 whereas the market for polyester/cotton fabric increased by
371 per cent, In the cause of cotton shirts the 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 per 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 competitive with cotton within the terms of the Arrangement.
Unfortunately, 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 unwilling to admit the existence of specific cases of
deliberate substitute in Article 6(b) terms. It was also clear that many
exporting countries were genuinely afraid that any sign of willingness on their
part might appear to be giving sanction to an extension of the Arrange-ment into
a much wider field of man-made fibre products. As a result Canada had had to
resort to separate bilateral negotiations outside the Arrangement.

21. In conclusion the representative of Canada said that while his Government
considered. that there were certain shortcomings in the Arrangement and in its
interpretation and application by some member countries, it had served a useful
purpose.

22. The representative of the United Kingdom said that the year 1968 saw a,
further, though small, decline in Production and a further substantial increase
in imports, thus bringing United Kingdom production to a level 40 per cent below
that of 1961. The net effect had been that in the woven sector - and in this
connexion he emphasized that the United Kingdom had not restricted imports of
knitted cotton items even though imports from the developing countries had in
recent years risen very substantially - imports accounted for 53.2 per cent of
total consumption in 1968. An exceptionally high proportion of the United
Kingdom requirements came from developing countries in 1968 the proportion of
total consumption imported from the .'restricted" countries was 33.6 per cent.



COT/M/10
Page 6

23. In 1969, the overall share of imports had fallen. This was, in part, due 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
"restricted" countries was 25.4 per cent.

24. Meanwhile, 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. In the United States, by contrast, according to figures published by the
American Textile Manufacturers Institute, there had been an increase in textile
employment between 1961 and 1968. In the last decade some 1,000 mills had closed
in Lancashire. Nor had this development ceased: ninety-four mills closed during
1967 and getting on for a further fifty during 1968.

25. The representative of the United Kingdom speaking on behalf of Hong Kong said
that since the Committee last met in October 1968, Hong Kong had concluded new or
had extended existing arrangements under Article 3 with Australia, Sweden and
Canadao With regard to Article 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. Hong 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 only operation of the Arrangement affecting Hong Kong outside Articles 3
and 4 was the continued restrictions by France under Article 2. The maintenance
of these restrictions seemed to Hong Kong hardly consistent with Article 2, which
spoke of "relaxing restrictions progressively each year with a view to their
elimination as soon as possible". The Cotton Textiles Arrangement had now entered.
its eighth year of operation and Hong Kongts quota in France was still only
400 metric tons.

27. He pointed out that some importing countries pressed for conditions in
Article 4 agreements which were more restrictive than would be expected in the
light of the other provisions of the Arangement. He was thinking in particular
of growth and flexibility provisions. The exporting country must always be under
some pressure to agree, when the alternative was a series of disruptive and time-
consuming consultations under Article 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 a wide
range of products.

28. The representative of Mexico said that the bilateral agreement concluded
with the United States and which was to continue in force through 30 April 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 Government to restrain exports 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 under-
Article 3. He stressed the importance his country attached to the objectives set
out in the preamble to the Arrangement.
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29. The representative of Israel referring to paragraph 1 of Article 2, said
that the Arrangement was conceived as a stop-gap measure which would have given
time to the major importing countries to make the necessary adjustments to the
structure-of their cotton textile industries. Thus, it was never intended to
become a permanent feature of the international economic landscape. He said that
it was an open question whether the existence of the Arrangement had led to an
orderly enlargement of' the cotton textile market or whether it had brought about
a self-imposed stifling of the development of the cotton textile industry,,
especially in the developing countries.

30. It was Israel's experience that the present manner' of the application of the
Arrangement, i.e. the imposition of quotas on numerous categories sad sub-categories
of different items, forced the industry into an economic stradght-jacket and preven,
ted the normal exploitation of market opportunities, and the development of this
industry. In this connexion he expressed his Governmentts dissatisfaction with
.the inelastic manner in which the provisions of some of the bilateral arrangements
were interpreted by certain of the major importing countries. He therefore urged
that these countries should adopt a much greater elasticity in approach.

31. The representative of the Republic of Korea, after referring to the importance
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 mainly due to import restrictions imposed by some major developed
countries. Small quotas allocated to his country hindered the growth of exports.
Moreover, outlets for the newly-developed items such as garments and made-up
articles were severely restricted. He expressed concern on the fact that, at this
late stage in the life of the Arrangcment, some developed importing countries
including member States of the Community continued to maintain quantitative import
restrictions under Article 2. The quotas allocated to Korea under this Article
were not only negligible but were also sub-divided into too meany categories.
Besides, administration of these quotas was left to the discretion of the importing
countries. Some countries continued to practise a discriminatory importing licen-
sing system directed to his country. He therefore urged that these quotas should
be increased having due regard to the fact that Korea was a newcomer to the
European market. Further, these quotas should be administered by the exporting
countries. Importing countries should co-operate positively with a view to
enabling exporting countries to fully utilize the quotas.

.~~~~~~~~~~~~~~~~~~~~~~~~~~1 .-A32. Referring to Article 3, he said that consultations under this Articlehad
proved unfavrourable to the exporting countries since there was no alternative
but to accept the restraint levels as specified by the importing countries. With
respect to Article 4, he pointed out certain technical difficulties encountered
by his country because of the rigid application of the bilateral agreement
concluded in accordance with this Article. He requested that the views which he
had expressed on the various problems faced by his country be considered by the
importing countries during the remainder of the Arrangement.
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33. The representative of Austria, after reviewing developments in trade,
production and consumption of cotton textiles in Austria 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 Austria was much higher thar that recorded
by most of' the other importing countries. The share of foreign deliveries had
continued to rise, although apparent consumption dropped from 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 in the production of cotton yarn and fabrics in Lustria. There was
also a sharp decline in the production of yarn and fabrics of staple fibre. As. a
result of the increase in imports the foreign trade deficit in cotton texiles
continued to aggravate.

34. He further pointed out that in Austria, 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 fabrics of the kind produced by the developing countries

35. In conclusion, he said that despite the difficult situation prevailing in the.
Austrian market, the undertakings by Austria to expand access for cotton textiles
from the developing countries and Japan had been observed. As a result of the
bilateral agreements concluded with the exporting countries concerned, a substanti-a
growth factor was established for exports of cotton textiles from these countries.
In undertaking this growth factor, Austria had abided by the objective set out in
the preamble of the arrangement, namely that trade opportunities for the developing
countries possessing the necessary raw materials and skills should be increased.

36. The representative of Norway said 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 increased by 2 per cent. Over the same
period Norwegian imports of cotton textiles totally increased by 16 per cent with
a yearly average of -about 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 about 25 per cent in 1965 to 27 per cent in 1968.
it the same time imports from other countries increased by 13 per cent. Even if
this share of the imports to the Norwegian market was extremely high his delega-
tion was of the opinion that the Arrangement had been a useful instrument, in
securing orderly marketing of cotton textiles, and had given the exporting develo-
pingcountries a fair share of the increase in imports.

37. The representative 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 imports 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 imports and net imports to estimated
apparent consumption of all cotton goods. The figure for 1968 was higher than that
registered in 1967. On the other hand, Swedish production of cotton yarn and
cotton fabrics continued to declines
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38. The representative of the United Arab Republic said th-at cotton was the
mainstay of the Egyptian economy with its various sectorial activities. Output of
cotton yarn and fabric increased over the past seven years by about 50,000 tons or
25 per cent more than the 1962 level. The hope was entertained that this modest
rise represented by an average anumal rate of 3.f per cent would be accompanied by
a parallel increase in exports to importing participating countries. Unfortunately,
the operation of the Arrangement over the past five years had shown a negative
result of 12 per cent, despite the fact that his country had observed the provisions
of the Arrangement by accepting and adhering to the bilateral reements and quota
limitations by several importing member countries. In this connexion, however,
the liberalization of cotton imports by Denmark was very much appreciated by his
delegation. This was, in his view, a step in the right direction and he urged
that other importing countries should follow suit to honour the objectives of the
Arrangement.

39. In conclusion, he said that his delegation was concerned -bout the severe
competition from man-made fibres which had shown & disturbing effect on the market
for cotton textiles.

40. The representative of India, referring to the Preamble to the Arrangement said
that it was quite obvious by reading the intention proclaimed in this Pregamble
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 adopted by Ministers. As a result of repeated
admonition .and pointing to these main objectives, in the last two or three years
there had been a much greater tendency and willingness on the part of the
developed countries to achieve some implementation.

41. Referring to difficulties encountered by India, he mentioned, in the first
place, the problem of handloom products. The interpretation of his delegation of
Article 9 of the Arrangement was that anything made on heanlooms in the cottages
or in units with a small number of handlooms - the fabrics and anything produced
therefrom, were totally exempt from the provisions of the Arrangement. The other
view advanced by some developed countries was that article ( specifically excluded
only hanidloom fabrics of' the cottage industry and nothing made therefrom. This
was a very important point of difference and a solution should be found. Hind-
loom fabrics made on cottage handlooms, i.e. the cloth by the piece, would be
hardly a saleable item in any large quantities for reasons of competitive
efficiency. It was in particular forms where designs were unique and the articles
could be supplied only in small quantities that these pa-rticulaX fabrics had a
chance of being sold. Items made on looms such as towelling, towels, pillowcases,
bed sheets and handkerchiefs, and similar products, could hardly be called made-
up articles.

42. He mentioned the difficulty of categorization and sub-categorization of items
which militated against planning for production in Indian mills and inhibited
export promotion efforts. Another difficulty encountered was that in one or two
cases the administration in regard to the quantum of arrivrils was extremely harsh
and arbitrary based quite often on incorrect statistical material0 There werc
further difficulties over certain administrative procedures in regard to the
licences under th arrangements in one or two countries.
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43. He said that a new Ikind of difficulty had appeared over the horizon in the
last year or eighteen months. The economic difficulties whichsome countries were
passing through had made it necessary, for them to devise highly-restrictive
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. lio submitted that
these measures only transferred the balanceSof-payments difficulties to others
iho were in rn. much less able oooition to shoul."er these 'isabilities and
intensified. thezr balance-of-pacnaets difficulties.. e therefore appealed that
in such conting,,encies the balnce-of-p nyents diff.i0ultias of the exporting
countries - particularly if they were developin:/ countries - should be. especially
borne in mind.

44. He said that there IEwas also the evaluation problem. There was an arbitrary
valuation in some countries. On this, his delegation felt strcnglry that there
was a great deal of fallacy in regard to cheaopness. The basic objective of export
trade was to earn the maxLi possible amount of foreign e=ch1ange. ivioreover,
governments did not countenance cheap sales cf fabrics very much below what they
could fetch as a fair price on oany particular market. His Government constantly
resorted to the iJ.mposition of export duties and to expedients such as State
trading etc., in order to prevent this leakage of foreign exchange earnings.

45. The representative of' Pakistan reiterated the views. that his delegation had
been expressing in the previous meetings that the arrangement, which was of a
temporary and transitional nature should lead as quickly as possible-.to the
ultimate goal of liberalization of international trade in cotton textiles and that
necessary adjustments should be rmde to achieve this objective. Pakistan was
confronted with balance-of-trade problems which o,-bviously hampered its plans for
economic development. In this context, the growth of textile exports was. of groat
importance to his country.

46. Referring to the problems raisee. by some developed countries in the field of
non-cotton textiles, he snid tha-t his delega.tion was of thie view that cotton
textiil problems should. he tackled separately from that of other textiles not
covered by the present xrr.n-gomnont. Ir this context h_ crew attention to
!x.ticle 1 of the rran ;aont. ..s for the worlkin of thz .rrangament in its
seventh year, he said that there was some; improvemernt in utliz.a.ti'on of the quotas
du3 to revival of dean. in th2 importing countries anid some moe-sures of
simplification in import procedures agreed to by the EEC countries. Pakistan had
fully Atilized its quota for the United States market. In the United Kin-gdomn,
apart from thi ccuntruy quota which -was fully utilizcsd, Pa.kista.n shared in the
,lobal quota with other countries. Excessive fgentationcf' quotas into categories
and sub-categories continueK to pose problems -particularly in cases where the
ceilings were already low.

4.7. fie further pointed cut that the quotas iin -the EEC countries had not baen
fully utilized due to certain procedural difficulties tha~t still persisted. He
cit-d the instance of thez French quotas, the present procedures Care too cumbersome
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and had retarded exports. He therefore urged further simplification of procedure
and greater flexibility among categories to achieve better utilization of the
quotas. He mentioned that initially the quotas allocated to his country wero, on
the whole, highly inadequate and they hoped for further improvements by mutual
discussions.

48.. The representative of Greece said that the way.the Arran-g'ement had been
implemented was of great concern to his country. The restrictions imposed by the
importing countries under the Arrangement had affected adversely and seriously
the écoioimles of the developing, countries which had neither the means nor th
infra structural pre-requisites for an industrial adjustment and employment
redistribution. Those restrictions, he believed, were not in accordance with the
letter and spirit of the . HeArrangement.He drewattention. to the fact that the
modernization and expansion of the Greek cotton industry, h1a..: been achieved against
heavy expenses and serious financial burdens. This rehabilitation was motivated
by the recommendations 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 being applied hampered the development of the industry.

49. The representative of the Republic of China referred to certain difficulties
his country had experienced under the Arrangement. The quotas allocated by
importing countries to Taiwan started at very low levels; this made export
opportunities very limited. The sub-division of these small c.uotas into many
categories and the rigid application of these limits made it difficult for the
cotton textile industry in Taiwan to utilize fully the assigned quotas. He
pointed out that tile 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 was limited, not because of the Arrangemeint as such,
but because in certain cases the Arrangement was unfairly operated. He therefore
felt that an improvement in the administration, of the n.rr-nnemcnt was necessary
and he hoped that this recommendation would be taken into consideration by the
importing, countries.

50. In summing up the; discussion, the Chairmar listed some of the views expressed
by both exporting and importing countries in connexion with the. review of th..
Arrangemr--t ail, the problems ,ncount r d by thklm in its impl.-lw-ntattion.

II. Adjustments inthe cotton textile industry

5l. The Chairman re-callld that thz Cornmdittu, during its P^;t mo3eting held
on 22 October 1968, discussed adju ttnL; mensur<s notified by importing
participating countries in comolience i ith thd c;nclusions adoptd by th.
CONTRACTING PARTIES on 24 Nov.:,mbar l9,67. FollowinFg thc di.us.ic,,n in the Committee
it was agreed that additional information should b.. coll ctc d and that th
secretariat, in consultation with delegations,shouldpreparea study on
adjustment policies as well as on the adjustments that had actually 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 draln up for
this purpose and was before the Committee in Parts III and IV of document COT/W/115.
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He expressed gratitude to IFCATI for the valuable help rendered. by them, and
also to the International Cotton Advisory Committee for supplying advance data on
millConsumption of the different apparel fibres in 1968.

52. Many members of the Committee expressed appreciation of the Study on-
Adjustments prepared by the secretariat and found the factual information contained
therein most useful. 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
given in paragraphs 53 to 81.

53. The spokesman for the European Economic Communitysaid that although the
process of adjustments in the cotton industry began prior to the Arrangement there
was no doubt that, since its coming into force, this movement had gained impetus
under the influence of four essential factors: (i) growing pressure of imports
on an increasingly open market; (ii) conjunctural crises which periodically
affected the industry; (iii) technological developments and (iv) the various
measures applied in certain member States. Between 1962 and 1968 there was
.substantial contraction of overall 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 as 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 taken by the Governments of the Netherlands,
France and Italy (COT/W/115).

54. He underlined that, in addition to these specific measures, cotton textile
undertakings in all the member States -ould benefit from fiscal, financial or
social aid under provisions that were either of a general character or were
designed to promote the adjustment of less-favoured areas or the reconversion of
undertakings.

55. He pointed out that important studies were in hand at the present time in
the Community's institutions with a view- to examining in detail the actual
structure of the; various textile industries, in order to determine what measures
could te contemplated at Community level. These measures would speed up still
further the rationalization and adjustment of the sector to new economic and
technological conditions, in a harmonious way and within the framework of the
Common Market. In these studies, particular attention was of course being given
to the cotton 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
Community 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 representative of Poland referred to his statement in the Committee on
Trade and Development on 4 November 1968 (COM. TD/60/Add13). In this statement
he had mentioned that special attention had been given by his Government to
changes in certain patterns of the textile industry with a viewto enabling more
imports of semifinishe?. and finished articles from the developing countries.
Reviewing, changes in the cotton textile industry, he said that there was a fall
in overall employment from 143,300 in 1967 to 141,600 in 1 This fall was
apparent in both manual and non-manual labour. The number of firms went down
from 227 in 1960 to 212 in 1968. With respect to the number of machinery,
spindles continued to decline while looms reaini-Lied static during recent ye~rs.

58. The representative of Spain said that in view of thce sc-rious recession in
1967/68, the cotton textile industry had submitted a plan for its reorganization
to the Government which the latter had approved by the Decroe of July 1969. The
plan, which was optional for all firms, provided for the scrapping of 8,800 looms
and 300,000 spindles. It prohibited the installation of naw plants or the
development of existing production facilities. The Govornment and the remLaining
firms would finance the loss of those& firms which closed down. The plan was
mainly concerned with the social aspects such as, among others, the reallocation
of workers. It was, however, the obligation of the remaining firms to employ as
many as possible of the workers becoming redundant as a result of the
restructuring of the industry.

59. In conclusion, he said that the objective of this plan was to secure an
equilibrium between supply and demand. reduce the number of factors of production
and units. improve productivity and stimulate concentration.

60. The representative of .1-ustria said that the continuous process of adaptation
of tho cotton industry to changing market conditions and modern requirements had
brought about substantial structural adjustments in the Austrian cotton industry.
Between 1960 rand 1969 production, factors experienced considerable decline:
enterprises by 37 per cent; spindles by 27 per cent; looms by 42 per cent; and
employees by 29 per cent. This decline was refleeted in the production index.

61. These structural adjustments were the result of measures takon by the
industry itself. There were no legislative or governmental measures designed
specifically to assist adjustment in this industry, nor ware such measures under
active consideration. However, some measures had been adopted by the Austrian
Government to facilitate investments and structural adjustments in industry
generally, such as accelerated depreciation allowances, the stablishment of
investment reservos, tax relief provisions, the promotion of research and granting
of credit guarantees However, it might be assumed that the legislation in
question would not produce tangible results for the cotton industry.

62. He pointed out that no increase in production ca paccityv had taken place as a
result of the adjustments made by the Austrian cotton indiustry. He urged that
industriall.zod importing countries should likewise try to avoid any significant
increase in output so that increasing; consumption, if any, couliei ..'sc be shacad
by the developing countries. The contraction of the Austrian.an 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 haé contributed substantiall
to a solution of the world-wide problem of production capacities in the cotton
textile field.

63. The representative of Norway said that the manpower engageded 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 decre-ased by 20 per cent from 1967 to 1963, This trend had
continued so far in 1969. Most of this contraction hit regions where there were
few, if any, alternatives for other employment. The Norwegian Government had
this problema under continuous consideration in order to find solutions within the
framework of its international obligations. He added that his Government had
appointed last year a special conmisslon to study the textile industry. The
report of the commission was expectedto be published shortly.

64. The representative of the United Kingdom said that the domestic cotton
textile industry had been a continuing problem sines 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 the growing problem of imports, the :Global 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
efficiency of the industry. The Council reported earlier this year and they made
a number of important recommendations in fulfilment of their mandate. These
recommendations were addressed, some to the .industry itself and some to the
Government.

66. The Council recognized the paramount need for the industry to reduce its
costs in order to become more competative with other iridustrialized- countries.
This, they considered, meant that substantial new investment would 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 basis.

67. The recommendations which were addressed to the Government were twofold. In
the first place, the industry sought financial help for the investment which they
hrld 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. that it should become more vertical in character. While
the Govornment 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 .;ffecting amalgamations
within the industry which could lead to greater efficiency. There were already in
this section of them 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 taken certain steps to
ensure that there were to be no amalgamations between the large firms in the
Lancashire industry for a period which had not been specified. The hope was that,
.during this period, smaller firms would form themselves into the nuclei of more
efficient productive units than hitherto. The Government was not at present
putting money into this particular exercise, although the Industrial Reorganization
Corporation was available for assistance and advice.

68. The second main recommendation of the Council which was addressed to the
Government concerned the protective regime. The Council concluded that none of
the measures they had suggested would in themselves be adequate unless the question
of import penetration was tackled. In this respect they identified the system of
duty-free entry of imports from a number of sources as bein, a major contributory
cause to the underlying problem of the industry. It was recognized that the quota
system had proved inadequate, certainly to the needs of the United Kingdom
industry. As a result the Textile Council recommended that instead of a system
of quotas there should be a tariff on duty-free imports from the Commonwealth;
this would provide a more predictable and stable basis of protection. The
Government, after very careful consideration, decided to accept this recommendation
taking into account that the tariff was the normal means- of protection for
industries recognized 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 was introduced at the beginning 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 industry would have gone down by a further
40 per cent by 1975. The number of firms in the industry would have diminished by
two thirds by that date, and the number of mills by a half. Thus, the Government
was not being unduly protective, nor putting money into new investment.. It was
merely giving the industry an opportunity to compete under the protection of a
moderate tariff on equal terms with 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 marked in the United Kingdom by a new technology, new processes and new
fibres, was 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
developed countries. However, there was the particular problem of the cotton
sector. It might be that certain 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 had pertained in cotton. There would be different
factors, much greater capital intensity, different fibres, not necessarily those
produced by the developing countries themselves. Thus, dubring- the deliberations
about the future of the Arrangement, these factors should be borne, in mind.
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71. The representative of Sweden' said that developments in. the domestic cotton
textile industry continued to be characterized by. adjustments 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 considerably; further close-downs were expected.
Between 1960 and 1968 the number of spindles and looms decrea-sed 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 industry.
in Sweden was mainly concentrated in one single area where almost all inhabitants
were directly or indirectly dependent on textile production. This fact
constituted a particular difficulty for the adjustments of the cotton industry.

72. In conclusion he reiterated what he had said at previous meetings in
connexion with the difficulties encountered from the diversion of trade flows to
the more open markets. He therefore urged participating countries to keep the
problem in mind when reviewing their restrictions.

73. The representative of Canada, after referring to the information on
adjustments in the Canadian textile industry set out in COT/W/115, informed the
Committee that his Government had initiated a full-scale review of the: Canadian
textile industry. This review was designed to examine the present situation and
future prospects for the industry.

74. The representative of India recalled what Ihe had said at last year's
meeting, that:. "the structural. adjustments seemed to be happening very gradually.
However, the information notified in COT/105. and addenda would need careful
examination because these structural adjustments might be illusory. The
contraction in production which was apparent in somc 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 ev-n more markedly in what -ad been said this year. There was a certain
amount of pleasure expressed by deveA.oped countries that man-made fibre
production was on the increase in some of these countries whereby further
investment in this field had becan undertaken.

75. He recalled that, in the objective of the Arrangement, 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 attenbeen had been given to
this factor, It was regrettable to She government action being taken in the form
of abruptly and suddenly changing an existing system, abolishing the quota,
introducing tariffs where there wcore none, etc. which could but. lead to fresh
investments not only in the cotton field but in the fields which could be
substitutes 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 that protective regulation by tariff should
be possible, certainly in most circumstances, rather than a regulation by quota.
However, there were special circumstances which should be considered in this
context. For thirty-seven years the production and marketing methods in India had
been geared to the United Kingdom market on the basis of duty-free entry. For
India to be told that in only two years from now they would pay a tariff of
15 per cent was unsettling, while some developed countries would enjoy duty-free
entry. This created a 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. Turning to the problem of cotton and substitute fabrics, he questioned the
rationale behind government action taken to encourage further new investment in
fields which could but affect cotton textile find man-made fibre blended fabrics
exported from less-developed countries. The rationale of the argument whereby the
developed countries wished to protect themselves against man-made fibre fabric
imports (for instance under Article 6 of the Long-Term Arrangement) should also
similarly be used for the assistance of the developing countries, by not taking
government action which might reduce the intake of imported cotton fabrics but
increase the production of man-made fibre fabrics inside the importing countries
themselves. He said that 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. conclusion he said that the problem was a complicated one and needed a
great deal more informal discussion and, at a later stage, formal discussion,
before any satisfactory solution could be found.

79. The representative of Japan said that the Japanese textile industry had
suffered for a long time from structural problems such as the existence of a
number of small-scale firms,-delay in modernization and the existence of excessive
out-dated equipment. This situation was further aggravated by a sharp rise of
wage rates of the order of 15 to 18 per cent annually in the past three years and
the rising increases of cotton textiles imports from developing countries.

80. To cope with such a situation, the Government had enacted theLaw on
Provisional Measures for Structural Reorganization of Specified Textile Industries
and was currently carrying out five-year modernization programmes of the industry.
The five-year programmes started in.1967 regarding the spinning and weaving
industries. These progresses. which were carried out upon the initiative of
enterprises with the assistance of the Government, aimed in the first place at
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 specifies standards establIshed by the Government for
this purpose. Thirdly, the scrapping of outdated surplus equipment. In the
spinning sector, a certain number of spindles had been simultaneously scrapped by
concerted action of all the enterprises belonging to the industry in accordance
with the guidance and standards given by the Government; the finance of this
programme was shared by enterprises. In the weaving sector, the public loan was
only extended to those weavers prepared to scrap surplus equipment.

81. The representative of Japan said that these structural reorganization
measures were still in process and were being carried 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.

ITI. Discussion concerning the future of the Arrangement

82. The Chairman said that the Committee was required to discuss, pursuant to
Article 8(d), the question of the extension, modification or discontinuance of
the.Arrangement. On the basis of the debate the Committee had had on the revive
and on adjustments, it would inaugurate the discussion on the future of the
Arrangement, thus proceeding with preliminary exchange of views. He recalled
that the last tine the Committee fulfilled its obligations under Article 8(d), it
initiated discussion on this issue and then adjourned until a later date to
allow for bilateral consultations between the participating countries concerned.
After these bilateral consultations were satisfactorily 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 a similar
procedure on this occasion. This was agreed.

83. The spokesman for the European Economic Community,, in his statement, which
is reproduced in full in document COT/W/119, 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
possibility of renewing 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. He pointed out 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.; Statisties- revealed that between 1960 and
1968 the developing countries increased considerably their machinery and
production in both the spinning and weaving sectors, while developed countries
experienced falls in machinery as well as in output. Cotton' textile exports
from the developed countries increased by only 21 per cent, whereas developing
countries had achieved an increase of 96 per cent.

86. Commenting 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, equitable solution that would avoid isolated or
bilateral action.

87. The representative of Japan said that the Arrangement, as laid down in
Article l, had been regarded as an exceptional and provisional measure in order
to give a. breathing-space to the cotton textile industries in the advanced
importing countries 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 view, a danger of perpetuating an
exceptional and provisional measure.

88. He further stressed that, although the Arrangement aimed at a reasonable
and orderly development of cotton textile trade by placing an obligation on
participating countries which maintained residual restrictions on cotton
textiles to progressively relax them with a view to their elimination, the
efforts for the relaxation of these restrictions were still far from sufficient.
Moreover, the actual operation of the Arrangement had tended to be extremely
restrictive because of the establishment of excessively small quotas, minute
categorization, limitations on flexibility, etc.

89. In conclusion, he said that in the light of the above-mentioned factors,
the Government of Japan had felt and continued to feel that the extension of
the Arrangement was, as a matter of principle, not desirable for the healthy
development of trade in cotton textiles.

90. Later in the discussion, the representative of Japan suggested that the
Committee should meet within a short time to continue its discussion of this.
issue. At that meeting, he would expect to hear the reasons why certain
countries supported an extension of the Arrangement. Referring to the
suggestions made by the EEC and the United Kingdom concerning the problem of
non-cotton textiles, he said that he was not in a position to respond
immediately to their suggestions. He would, however., report the matter to his
Government.
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91. The representative of the Republic of Korea said that his country had acceded
to the Arrangement on the understanding that it was merely a transitional measure
and that importing countries would liberalize the trade in cotton textiles by
adjusting their cotton textile industry as soon as possible. He regretted,
however, that progress made in the liberalization had been far from satisfactory.

92. In an effort to contribute to freer world trade, his country liberalized
import régimes in 1967 by adopting Negative List Systems, even under advers
positions of balance of payments and despite the various unfavorable economic
and social conditions at that time. He believed that, in discussing the future
of the Arrangement, the principles of world trade liberalization should be kept
in Find. He reiterated that the liberalization of trade in cotton textiles should
be realized at the earliest possible date and, therefore, further extension of
the arrangement was no longer necessary.

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

94. The representative of the United Kingdom said that by September 1970, when
the Arrangement would have been in force for eight years, they would certainly
be bound to conclude that imports from the developing countries still accounted
for a very small percentage of consumption of cotton textiles in most developed
countries. There seemed to have been at least two reasons for the Arrangement
not to have achieved the expectations which were held out to the developing
countries in 1962. The first related to the concept of marrket disruption.
Importing countries had. shown that they had no uniform or harmonized standards
by which they judged whether the level of imports was such as to cause serious
damage of the kind described in the Arrangement. At the same time, it was clear
enough from the statistics of relative market penetration by imports, that the
major importing countries had very different views about their obligations under
the arrangement. The second shortcoming was that the operation of the Arrangement
offered little prospect that there would ever be any equlization in the performance
of the sporting countries.

95. There was a further and vital point which should be kept in rind in the
coming months. That was the changing nature of the problem which faced the
cotton textile industry in the developed countries. Since 1966, the switch to
woven man-made fibre and knitted goods had resulted in a tremeundous decline in
the demand for cotton goods, which, combined with rapidly increasing productivity
in the industry, had in turn resulted in a more than proportionate decling in
employment. Adjustments had been reported to have taken place in the cotton
industries of the developed countries but, bearing in mind that in at least some
cases the proportion of imports front the developing countries was of the order
of 5 per cent or less, it was obvious that the difficulties of the industry were
not going to be solved by the regulation of imports.
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96. In fact, the problem was the continuing one of an increasingly less important
sector of a large and prosperous textile industry. The problem which the
Arrangement set out to solve was one in which a number of developing countries
were able to compete very strongly in the market of the developed countries, in
circumstances where many of their European competitors were making use of an
outdated technology. In these conditions, low wages in the developing countries
were necessarily decisive.. However, these conditions no longer obtained to any-
thing like the same extent. There was still a problem of adjustment. Tho easiest
measure was for the cotton industry to switch to the use of Lian-madé fibres. Th
United Kingdom had not- been very successful at this.

97. The representative of the United Kingdom, referring to the question of non-
cotton textiles, said that although it was arguable whether this question was one
for discussion in this Committee, it was quite clear that, in the view of some,
there was a problem in this field. The United Kingdom had taken the view from
the facts at present available that tha problem, if it existed, was not on a
scale to warrant action on the lines of what was being done in the field of cotton
textiles. Nevertheless, if some contracting parties thought that there was a
problem, some opportunity should be found in GATT for discussing its scCpé an
significance. If a proposal was made for such discussion, they were not going to
dismiss it out of hand. Secondly, it was feared that arrangements securing
restraints negotiated outside the framework of the GA.TT rules would inevitably
produce important side effects and might lead to adverse developments in the
field of trade liberalization.

98. Turning to the future of the Arrangement, he said that since the United
Kingdom was proposing to rely, as from 1 January 1972, on the tariff for protection,
they would be content to see the Arrangement come to an end in 1972. In any
event, they believed that thinking should now be directed towards the eventual
termination of quota restrictions and, if the Arrangement was to be extended for
a further period, the intention should be, in their view, to work towards its
termination in two or three years and to take steps, during any period of
extension, to progressively relax the Arrangemnt's provisions.

99. The representative of India said that the Arrangement had been looked upon,
firstly, as a means of developing world trade and promoting economic expansion
positively, with particular reference to the development of less-developed
countries; secondly, as a means of assisting in necessary adjustments in the
industry. Thus, the Arrangement had been regarded as a transitional device.
Whether the period of transition was over and whether the Arrangement had to
continue in the same or in a modified form was a very complex matter, calling
for judgment of.a political nature, taking into account all relevant social and
economic factors.

100. It was the view of his delegation that the adjustment weas not proceeding in
the way in which the idea had been conceived, It seemed that in several developed
countries the cotton textile industry was not only reviving itself to produce
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mixed fabrics and man-made fibre fabrics, but actually expanding, in spite of
grave labour shortages in many of those countries. It. seemed, therefore, that
the purpose for which the Arrangement 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 keeping a restraint on the textile industries. of the
developing countries. Under this restraint, the domestic industry in the
developed countries had diversified itself in such a way that the opportunities
for the developing countries of diversifying themselves, producing what they
could with their raw materials and skills and exporting anid earning ulorm :foreign
exchange; had been hampered rather than helped. If the Arrangement had not
served the purpose for which it had been negotiated, the remedy would obviously
not be to leave the developing countries to their owm resources in a world of
changing technology. It would, therefore, be his submission, which he maintained
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 administering the working of the Arrangement, if necessary,
in a newly-negotiated form so that the objectives would be fulfilled and not
frustrated.

101. In India's view, tariffs and quotas should be discussed.-together because
both had a bearing on the capacity of the developing countries to diversify
their exports and increase their earnings of foreign exchange Thus, after
tangible protection had been given to the domestic industry of the developed
countries through a system of quotas under the Arrangement, high tariffs should.
certainly be brought down very considerably and, if possible, eliminated in the
context of the general scheme of preferences for developing countries or other-
wise. In this connexion, he recalled what he had said at the last meeting and
urged that developed countries should not include cotton textiles in the
exceptions lists but should, in fact, include them in the scope of the application.
of the general scheme of preferences. He added that the reduction in tariffs
obtained during the Kennedy Round was in many- cases small and not satisfactory.

102. Referring to the question of growth rates under the Arrangement, he said
that developing countries which had a small base in certain marrkets were not
satisfied with the rate of growth granted to them in the negotiations. There
should be a much larger growth of trade permitted to developing countries than to
competing developed countries. With regard to the procedures of implementation,
the problems of categorization, import deposits, licensing procedures flexibility
between groups, carry-overs, etc., these needed to be satisfactorily resolved.

103. In conclusion, he said that it might well be that, after duo consideration
and after improvement and modification, some regulating arrangement could bo
continued for a limited period and be reviewed after a short time. However, it
was the view of his Government that, taking into account all of these aspects, a
great deal of intense informal consultation was necessary before reaching a
definitive. standpoint in regard to the question of the future of the Arrangement
after 30 September 1970.
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104. The representative of Spain said that he was of the opinion that the
Arrangement had not been fully satisfactory. He was not opposed to a certain
order in international trade of cotton textiles as long as there were efficient
guarantees for exporting countries. If a decision were to be taken to extend the
Arrangement, he thought it advisable to introduce some modifications which would
mean, for the exporting countries, better guarantees for the safeguard of their
interests as well as more flexibility and improvement in the application of
restraints imposed by the importing countries.

105. The representative of Portugal recalled that exporting countries had
accepted the Arrangement as a temporary and painful solution to assist in the
required adjustments. It was in this spirit that his Government had accepted.
the Arrangement and the Protocol extending it. With respect to adjustments, he
said that it was opportune that the relevant steady had been prepared and thought
it. would be useful if this information could be supplemented, He stated that the
efforts which had been made by certain countries in the field of adjustment, and
the problems which had arisen in this connexion,, had his Governmént's full suppo:o'
and comprehension. Nevertheless, it was not admissible, in his view, to subscribe
successively to extensions which would have the effect of rendering an exceptional
situation definitive. To recall that seemed particularly opportune at a time when
new developments were to be feared in the textiles sector.
106. The representative of the United Kingdom, speaking on behalf of Hong Kong,
said that eight years should be long enough for a temporary Arrangement to last
and for the required adjustments to be made. However, if the general consensus
should prove to be that the Arrangement should be extended, Hong Kong would hope
that some consideration might.-then be given to the question of whether th3
Arrangement could be improved. A priori it would seem that after eight years'
experience of the operation of the Arrangement quite a number of ideas on
possible improvements should have emerged.

107. He reiterated the two points he had previously made. The first point was
that Article 2 had had its day; it was essentially even more temporary than the
Arrangement itself. The second point was that more precision should be given to
article 4 to secure that the arrangeraents under this Article wore not less
favourable than those which would have been provided for by Article 3.

108. He emphasized, however, that, in mentioning these points,Hong Kong was
not suggesting any wholesale amendment of the Arrangement. No formal document
could provide in detail for every case. 11 great deal depended on the spirit
in which bilateral consultations were held, on the willingness of both sides
to see each other's points of view and, when the consultations had been
concluded, the setting up of administrative arrangements ensuring that the
maximum possible use was made of the trading opportunities provided for; Never-
theless, he believed that some modifications to the benefit of bothimporting
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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 Denmark said that his Governent believed thatt a modest
protection of the, Danish textile industry was still necessary. The Arrangenentq
in their view, had served a useful purpose and a fLunction which was needed also
in the immediate future.. His Government was therefore of the opinion that the
Cotton Textiles arrangement should be prolonged for another three-year period.

110. The representativeof the United Arab Republic said that his Government
had accepted the Arrangement on the understanding that it was temporary in
nature, in the sense that it had to serve, inter alia, as an instrument to
assist in adjustments. By the end of the fifth year, his Government also
subscribed to its extension as it had then been found necessary to give a
longer span of time for the importing countries to achieve thé require
adjustments.

111. Contrary to what had been expected, cotton textile exports from the United
Arab Republic had worsened. under the extended Arrangement, where non expansive
quotas were either maintained or pursued by certain countries together w"ith the
imposition of severe restrictions.

112. He stressed that the Arrangement, in its present form, had fallen short. of
all expectations and urged that importing countries should adopt a more liberal
attitude towards the cotton textile trade which represented great hopes for
developing countries. Thus, his delegation found themselves in a position where
they could not agree to a further extension of the Arrangement in the form in
which it had been applied.

113. The representative off Norway said that his Government would favour a
prolongation of the Arrangement and would like to take part in the negotiations
which might be hold in this connexion.

114. The representative of Sweden said that his Governmnt considered it
advisable to extend the Arrangement approximately in its present
character and form. He expressed hope that agreement on an extension of the
Arrangement would contribute to a better balance between importing countries.

;15. The representative of Jamaica referred to two points as being -the most
importezit that had emerged from the discussion. The first was the effort of.
the Arrangement on trade in cotton textiles, and the second related to
adjustments.



COT/M/10
Page 25

116. Commenting on the first point, he thought it was true that the Arrangement
had provided a set of guidelines for the functioning of world trade in cotton
textiles during the last seven years and had permitted a reasonably orderly
development of this trade. Thus, it could be said that the Arrangement had
served a purpose over the last seven years,. However, the declared intentions
in the Preamble to the Arrangement had not been met to anything like the extent
that was indicated when the Arrangement was first negotiated. Many importing
countries had reported increases in imports but it was not certain that 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 the desire or the need of developed countries
to offer a significant market for the exports of developing countries. It seemed
to him that there must inevitably be fear that the Arrangement, or an extension
of it, could only give the developed countries the breathing space they needed
to counter the market advantages which the developing countries had. It seemed
to him that it might be necessary for the Committee to meet again in the near
future to deal with this particular question.

118. The representative of Austria said that his Government was of the opinion that
the Arrangement had been a useful instrument for the orderly development of
world trade in cotton textiles, and that it should be extended in its present form.
Difficulties arising from the implementation of the Arrangement should be settled
through bilateral negotiations. He added that his Government was prepared. to
enter into bilateral consultations with exporting countries, if contacted, with
a view to determining mutually acceptable conditions for the continued
application of the Arrangement.

119. The representative of Finland considered that the Arrangement had contributed
to the orderly development of trade in cotton textiles and thus had benefited
both importing and exporting countries. In his opinion, it would continues to do
so in the future, if import restrictions were applied with moderation and if they
were gradually relaxed. His Government, therefore, would favour the prolongation
of the Arrangement.

120. The representative of. Poland said that his delegation had not yet
determined its definitive position and that bilateral consultations had to be
continued before taking a stand on the future of the Arrangement. However; in
their view, the Arrangement provided for a code of conduct and had been useful.
It seemed to him that the important question was not really whether the
application of the Arrangement had or had not fully lived up to its objectives
but rather what would have been the situation in the absence of the Arrangement.
Thus, v the importance of the issue under review needed serious consideration and,
therefore, he would support the suggestion that the Committee should meet again
in the near future to continue the discussion on this subject.
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121. The representative of Pakistan 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 temporary measure should not be
converted to a permanent one. The best course would still be to terminate the
Arrangement. However, if continuation of restrictions 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 the
provisions of the Arrangement that had impeded its satisfactory working. He
suggested that these modifications should be on the basis of better access to the
markets of the developed countries and further liberalization of the
restrictive provisions of the Arrangement with a view to early attainmentof 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 proposed improvements should not pose any >.:Xoblems
for their industries.

123. The representative of the United States., in his statement which is
reproduced in full in document COT/W/118, referred to the changes which had taken
place in world trade and production of textiles, and the emergence of today's
multi-fibre industry. He expressed his Government's major 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 existed 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 channeling exports to the United States' unrestricted market. This
situation, therefore, required an international solution.

_24. The representative of the United States said that his Government fully
recognized the importance of this trade to the exporting countries but,
while it was prepared to accept a reasonable 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 billion in 1968 and 1.5 billion in 1964.

125. There were many people in the United States who felt that the only viable
solution 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 market 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 Textile Arrangement beyond 30 September 1970.

127. At a later stage, the representative of the United States said that he
did not believe that the objective facts of the situation confirmed the
statements which had been made by some exporting countries that the Arrangement
had failed to work out in a generally satisfactory manner. Examination of
import statistics had revealed an impressive increase in imports by importing
developed countries since the- coming into force of the Arrangement. In
addition, adjustment measures reported to the Committee represented a major
effort by most importing countries to adapt their industries in such a way as
to provide more access for cotton textiles from exporting countries.

128. With respect to the future of the Arrangmment, he pointed out that most
importing countries had serious problems in the very sensitive textile sector.
In case of the abolition of the Arrangement, these countries would be forced
to resort to other devices. The possibility of resorting to a unilateral
restriction would certainly be less favourable than the present Arrangement
which provided for a code of general conduct for participating countries
in the field of cotton textiles.

129. Referring to the suggestions which had been made by some delegations
to improve the Arrangement, he said that if the Arrangement was to be
modified the United States would have some suggestions to offer, particularly
in connexion with the growth formula which many producers and labour
organizations considered to be too liberal. However, it seemed to him
advisable to avoid opening up the Arrangement to major changes which could
involve difficult and protracted negotiations. As had been suggested, a
more appropriate approach would be for exporting and importing countries to
discuss their respective problems bilaterally.

130. He referred to the point which had been made that cotton textiles should
not be included in the exceptions lists when considering general non-
discriminatory preferences for the products coming from developing countries.
Commenting on this, he said that the Cotton Textiles Committee ought not to be
involved in this subject in view of the fact that the whole question was under
serious consideration by other international organizations.

131. As regards the question of non-cotton textiles, he said that it might be
useful, as suggested by the United Kingdom and the EEC, to study this
problem within the framework of the GATT. It was clear that cotton textile
problems could not be isolated from problems of other fibres and perhaps such
an examination could point the way to an overall solution. However, the
study of these problems was likely to be difficult and time-consuming. He
therefore hoped that the question of non-cottons, at least for the present
time, would be kept separate from cottons. The future of the Arrangement
should first be dealt with and then, in the not-too-distant future, the
question of other fibres might be examined by GATT.
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132. The representative of Canada said tUhat, 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 respects 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 theircoligations,their responsibilities and even their rights.
under the Arrangement.

133. He said that, in his statement under review, he had pointed out two
respects in which Canada would wish to see some discussina of possibleamendments.
if the Arrangement was tobe extended or modified.

134. A number of ot-her important issues had been brought out at this meeting
which, in his vriev-, ncedes discussion anl clarification. In this connecdion, he
mentioned, for ilLu.straticn of a general difficulty, the point made by the
representative of Korea that.t. as a late entrant, the quotas allocated to his
country wrere oft~enl cwuteloa The .Porc- of th s argument had been considered by
Canada but it was faoulnd :sFh1e tc' ar. *at what might be regarded as an
equitable distribution of the import share of the Canadian market, simply because
earlier entrants had gainedalready avery substantial portion.

135 In conclusion,hesaid that his delegation believed that the objective of
theArrangementwould be bettermet if the Arrangement was renewed for a limited
time but in a formmodifiedincertain respects to take account ofsomef some
difficulties thathad arisen and to bring about a somewhat greater harmonization
of attitudes towerds responsibilities and rights.

136. The representativeofTurkeysaid that certainmodification to the
Arrangement were needs to take account of the important rôle of the cotton
textile industries,both in theindustrialdevelopmentand inthe foreign exchange
earningsof thedeveloping countries. He added that, provided certain easements
of the application of the Arrangement were made and thatquotaswere distributed
in a more equitable manner, hisGovernment could accept that the Arrangement would
continue as a temporary measurefor an additionalthree years with a view to
working out. J.i.L e DnX'opriat tiscabnism,,

137. The representativeofIsrael said that there should be some serious practical
steps in the implementation ofArticle 2, paragraph 1. In this connexion, he
welcomed the decision by the UnitedKingdom to abolish thequotas system by
January 1972. In hisview,if theArrangement was discontinued, exporting
countries might beimmediately faced with a rush of unilateral restrictions.
Thus, his Government was in favour of an extennsion of the Arrangement for a
definitive period with a view to bringing about its complete phasing out and the
return to a 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 Government's 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 thedeveloped
countries of the problems. of the developing countries would ease the working of
the Arrangement. He stated that his Government would favour an. extension of the
Arrangement.

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

140. The representative of Colombia said that, in his view, certain modifications
of the Arrangement 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
Arrangement 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 Arrangementhadnot-
been satisfactory to his country. However, if it was extended, there should be a
new approach to the problems of the developing countries so that better access to
the international markets for their exports of cotton textiles could be secured.

142. Theobserver from Ceylon informed the Committee that. his country was a recent
entrant into the cotton textile industry and, at presen'., was becoming export
oriented. It was, therefore, necessary.for them to sese market access in
developed countries. His Government thought that the Arrangement had been of
benefit to developing countries and therefore would frD-our its extension, a.
least for a limited period. Thus, if a decision was takn to extend the Arrangement
it should be modified so as to take into account the needs of these new entrant
countries.

143. At the conclusion 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, the 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.
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Seventh Annual Review of the Operation of theOperation oftheArrangement
Regarding InternationalTrade in Cotton Textiles

Note bythe Secretariat

1. This note has baen drawn up by the secretariat to assist the Committee in
the seventh annual review of the operation of theArrangement Regarding
International Trade in Cotton Textiles pursuant to the provisions of Article 8(c)
of the Arranggetrent. It deals with participation and action taken or contemplated
under Articles 2, 3, 4 and 6 of the Arrangement as notified by participating
countries as well as summarizing other notifications received in connexion with
trade in cotton textiles. For detailed information on specific points, reference
should be made to the documents quoted.

I. Participation1

2. At the beginning of the seventh year of the Arrangement, i.e. 1 October l968,
the following countries were party to the Arrangement: Australia, Austria,
Belgium, Canada, Colombia, Denmark, Finland, France, the Federal Republic of Germany,
Greece, India, Israel, Italy, Jamaica, Japan, Luxembourg, Mexico, the Netherlands
(for its European territory, Surinam and the Netherlands Antilles), Norway,
Pakistan, Poland, Portugal (also on behalf of its customs territory of Macao),
the Republic of China, the Republic of Korea, Spain, Sweden. Turkey, the United
Arab Republic, the United Kingdom (also in respect of Hong Kong) and the United
States.

II. action taken or contemplated under Articles 2. 3, 4 and 6 of the Arrangement

3. The following paragraphs summari. e the provisions cf Articles 2, 3, 4 and 6(b)
and (c) of the Arrangement, including the notification procedures contained in
these Articles, and give references to documents describing the action taken or
contemplated under each of these Articles as notified by participating countries
during the seventh year of the Arrangement (1 October 1968-30 September 1969).

eor details of acceptances and accessions see documents L/1811 and addenda,
COT/2 and addenda, COT/42 and addenda and COT/60 and addenda, COT/70, COT/77/Add.1,
COT/82, COT/83, COT/84, COT/85 and COT/l17.
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A Notifications under Article 2

4. Article 2, paragraph 1, of the Arrangement provides that "those participating
countries still maintaining restrictions inconsistent with the provisions of the
GATT on imports of cotton textiles from other participating countries agree to
relax those restrictions progressively each year with a view to their elimination
as soon as possible". Paragraph 3 of this Article and Annex A as amended contain
detailed provision's designed to expand access for cotton textiles subject to
import restrictions while paragraph 7 lays clown that "Ithe participating countries
shall notify the Cotton Textiles Committee as early as possible and in any case
not less than one month before the beginning of the licensing period of the
details of any quota or import restriction referred to in this Article".t

5. Notifications under Article 2, paragraph 7, received from Austria, Denmark,
Norway, Sweden and from the Commission of the Euopean Communities, as well as
notifications received from Australia, Canada, Finland and the United States are
reproduced in COT/140.

(a) Austria notified details of the quotas effective as of 1 October 1969
on imports from Japan, the Republic of Korea and MeOxcc (see attached
Table A). On 1 October.1967, Austria. concluded arrangements under
Article 4 with India, Israel, Pakistan, the United Arab Republic in lieu
of the quotas on imports from these countries.

(b) Denmark notified that the bilateral arrangement with Japan (COT/25)
has expired without being replaced by a new arrangement. Furthermore,
imports of cotton textiles from Colombia and the United Arab Republic
have been liberalized as from 1 January 1969 and 1 July 1969
respectively. Thus the quota fixed for imports of cotton yarn from the
United Arab Republic has been abrogated. Imports of cotton textiles
from the Republic of China are subject to import licensing. Imports of
grey cloth from the Republic of Korea are subject to free licensing.
while imports of other cotton textiles from. this country are limite to.
a quota of DKr 0.45 million. With the exception of these quotas,
imports from the two countries have in practice so far not been -
restricted.

(c). Norway notified restrictions and quotas on imports of certain. types of
cotton. textiles from Japan and the Republic of Korea during the
seventh year of the Arrangement as well, as items which have been
liberalized. during the same year. Changeinrestrictions for imports
from Japan during the remainder of the: rrangemLnht are agreed ui:cn in
the annual trade nia;-tiations which will take place in
Octcber/November 1969 (see attached Table B).

1See page 38.
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(d) Swedennotified that Japan is the only participatig country with
repeat to which Sweden maintains import restrictions; a quota
of SKr 3.5 million for cotton textiles imports front Japan. is at
present maintained and no change in this quota has taken place.

(e) The Commission oftheEuropean Communities transmitted information
on the quotas opened in the period from 1962 to 1969 oz.caeh member

Statefor imports of cotton textiles subject to- restrictions from
Hong Kong, India., Japan, Pakistan, the Roepublic of China, the
Republic of Korea and the United Arab Republic. In 1968 the quotas
for India and-RaIkcistan have been replaced by bilateral agreements
concluded in accordance with Article 4. Negotiations with Japan
are continuing for concluding bilateral agreementscundr Irticle 4
The Commission has also transmitted information regarding changes
in quotas envisaged fcr the remainder of thes Arrangement (see attached
Table C).

6. Australia notified that it has no quotas or import restrictions to 1hich
Article 2 applies. Canada does not maintain restrictions under Article 2.
Finland informed the secretariat that the global quotas and. other rcstrictions
on cotton textiles maintained for balance-of-payments reasons were abolished
on 1 January 1968. The United States, notified that it does not maintain any
restrictions under Article 2.

B. Ntifications undol Articles 3 aid I- c)-~~ 2

7. Article 3, p-naragraph I, provides that "if imports fron a participating
country or countries into another participating country of certain cotton
textile products not subject to import restrictions should causc or threaten
to cause disruption in the market of the imrorting cclnt r, that country may
request the participating country or countries whose exports of such products
are, in the judgment of the importing country, causing or threatening ts cause
market disruption to consult with a view to removir- or avoiding such disruption.
In its request the importing country.,will, at its discretion, indicate the
specific level at which it considers that exports of such products should be
restrained, a level which shall not be lower than the one indicated in Annex B.
The request shall be accompanied by a detailed factual statement of the reasons
and justifications for the request; the requesting country shall communicate
the same information to the Cotton Textiles Committee at the same time".
Paragraph 6 lays down that "Aparticipating country having rocour3e to thu
provisions of 1Wticle 3 ... will report from, time to time and in any case once
a year, to the Cotton To-ctilos Gommittee otl thc progress m.ade in thc relocation
or elimination of such mensures."

8. Article 6(b) lays down that "it is not the ftatention of the participating
countries to broaden the scope of this Arrangereont beyond cotton textiles but,
when thcre exists a situation of threat of market disruption in an importing
country in termni of Axticle 3, to prevent the circumvention of this Arranger.-eint

19.91See Pages 39-41.



COT/M/10
Page 33

by the deliberate substitution for cotton of directly competitive fibres.
Accordingly, if the importing participating country concerned has reason to
believe that imports of products in which this substitution has taken place
have increased abnormally, that is, that this substitution has taken place
solely in order to circumvent the provisions of this Arrangement, that country
may request the exporting country concerned to investigate the matter and to
consult with it with a view to reaching agreement upon measures designed to
prevent such circumvention".

9. Article 6(c) provides that "participating countries agree that, if it
proves necessary to resort to the measures envisaged in Article 3 above, the
participating importing country or countries concerned shall take steps to ensure
that the participating country's exports against which such measures are taken'
shall not be restrained more severely than the exports of any country not
participating in this Arrangement which are causing, or threatening to cause,
market disruption".

10. During the seventh year of the Arrangement, the Governments of Australia,
Canada, Italy, Sweden and the United States took actions pursuant to Articles 3
and 6(b) and (c). These actions consisted of renewal of previous restraints,
imposition of new restraints, and removal of restraints; these are summarized
below on a country-by-country basis. Further details on the items restrained
during the seventh year of the Arrangement are given in the attached Tables.D
to H.

11. In view of the fact that some of the restraint actions which were transmitted
to the Committee during the sixth year are still in force, for part or whole. of
the seventh year, they are included in the following analysis in order to provide
the Committee with as complete a picture as possible.

AUSTRALIA

Hong Kong

The Government of A.ustralia requested the Government of Hong Kong to enter
into consultation with a view to limiting exports of cotton drills, denims,
dungarees and jeans. Following consultations, the Govcrr.ment of Hong Kong agreed
to restrain exports of cotton drills (other than grey) for the twelve-month period
beginning 1 July 1969. The Australian Government decided not to pursue at this
stage its request for restraint on the other items (COT/104/Adds.1-3).

(a) Colombia

The Government of Colombia agreed to limit exports of cotton yarn to Canada
during the period 1 November 1967 to 31 December 1968 (COT/86).
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(b) Greece

Following consultations between the Governments of Greece and Canada, the
Government of Greece agreed to ensure. that exports of cotton yarn to Canada during
the period 1 January 1969 to 30 September 1970 will not exceed specific levels.
These levels included an increase over the preceding yeas's levels (COT/96/Add.1).

(c) Hong Kong,

The Government of Hong Kong agreed to restrain exports to Canada of certain
cotton textile products during the twelve-month period ending 30 September 1969
(COT/109 and Add.1).

(d) Israel

The Government of Israel agreed to restrain exports of cotton yarn to Canada
during the calendar years 1969 and 1970. The level of restraint for 1970 included
an increase over the preceding years level (COT/37/Add.8).

(e) Portugal

In COT/54/Add.3 Canada transmitted the information that Portugal had agreed
to restrain its exports of cotton yarn to Canada in the calendar years 1968 and
1969. The level for each year was subject to adjustments set out in the,
agreement.

(f) Malaysia1

Following consultations between the Governments of Canada and Malaysia, in
accordance with the provisions of Article 6, the Government of Malaysia agreed
to limit exports of cotton and polyster/cotton shirts and trousers to Canada
during the three-year period beginning 1 September 1968 (COT/127).

(g) Republic of China

The two-year arrangement between the Governments of Canada and the Republic
of China concerning limits to be applied on exports to Canada of certain cotton
textiles items was renewed in July 1968 to continue in force through 30 June 1969.
Following further consultations between both Governments pursuant to Articles 3
and 6(b), the, Government of the Republic of China agreed to apply restraint on
exports of certain polyester/cotton garments to Canada during the three-year
period beginning 10 October 1968 (COT/lll).

'Not party to the Cotton Textiles Arrangement.
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(h) Republic of Korea

The Government of the Republic of Korea agreed to restrain exports of certain
items-of cotton textiles to Canada during the calendar year 1968.' The 1968 levels
generally provided for an increase over the 1967 levels (COT/64/Adde2).

(i) Singapore

Following consultations between the Governments of Canada and, S gapore,
pursuant to Articles 3 and 6(b), the Governrment of Singapore agreed to restrain
exports of cotton knd poly-.ister/cotton shirts and trousers to Canada during the
th-r -year period eridi`u 31 December 1970 (COT/110)

.COT/139 reproduced the request addressed by the Canadian Government on
28 February 1969 to the Govermnent of Spain to restrain exports of cotton yarn to
Canada during the calendar year 1969. A statdent in justification of the
restraint action was provided.

ITALY

(a) Republic of China

As a result of consultations held between the Governments of italy -and the
Republic of China, it was agreed to renew for the year 1969, the validity of the
1968 agreement on exports of grey and bleached cotton fabrics from the Republic
of China to Italy. In accordance with this agreement the Government of the
Republic of China undertook., among others, to reduce significantly their exports
and to maintain export prices not at undue variance with those of other
exporting countries (COT/87/Adds.l and 2).

(b) ,The United Arab Republic

On 30 October 1965 the Governments of Italy and the United Arab Republic,
concluded an arrangement on trade in cotton textiles. Under this arrange-ment
the Goveronent of the United Arab Republic agreed to limit exports of cotton
fabrics, grey, bleached and printed to a specific level during the calendar year
1969 (COT/94/Add .2)

1Not party to the Cotton Textiles Arrangement.
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SWEDEN

(a) Hong Kong
In COT/100, the Government of Sweden notified a restraint on exports of

certain cotton garments from Hong Kong for the twelve-month period ending
31 May 1969. Following consultations between the Governments of Sweden and
Hong Kong, it was agreed that limits are to be applied by Hong Kong on exports
of certain cotton goods and towels for importation into Sweden during the period
from, 1 May 1969 to 30. June 1970 (COT/100/Add. 1).

(b) Japan

In response to GATT/AIR/733, Sweden notified that after the request addressed
on 8 July 1966 to the Japanese Government to restrain its exports of industrial
sewing cottoll to a level . of 34 tons (COT/67), it has been agreed to increase the
quota in accordance with. Annex B of the Arrangemuent.

UNITED STATES

(a) Argentina1
In COT/107/Add.l the United States Government transmitted2the information

that the existing restraint on Argentine exports of category 9 was renewed for
a further twelve-month period beginning 19 July 1969. The new level included
5 per cent growth over the Drevious years level.

(b) Brazil1
In COT/137 the United States Government notified a restraint on exports of

categories 31 and 64. from Brazil for the twelve-month period beginning
27 14arch 1969. In addition the restraint on Brazilian exports of sub-category 26
(duck only) was renewed for the twelve-month period beginning 9 June 1969. The
present level is 5 per cent above the level for the previous year. The restraint
on category :2 which' expired 8 June .969 was, however, .not renewed.COT/131
reproduced the restraint inLosed on cotton yarns (categories 1-4) imported from
Brazil for the twelve-month period beginning 14 December 1967. This restraint
was renewed for a further twelve-month period with a growth factor of 5 per cent
over the previous year's level. In response to GLTT/bJR733, the United States
notified that the restraint on category 9 (sheeting) expired on 27 October 1968.

(c) Honduras1
The United States Government placed imports from Honduras in category 61

under restraint for the twelve-month period beginning 31 October 1968 (COT/133).

Not party to the Cotton Textiles Lrraaienment.

2A list of United States categories is annexed to this document.
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(d) Hungary1
Following consultations between the Governments of the United States and

Hungry, it has been agreed that Hungary will limit its exports of category 19
for the twelve-month period beginning 1 April 1969 (COT/135).

(e) Malaysia1
On 28 February 1969, the United States Government requested consultations

with the Government of Malaysia on exports in categories 49 (coats) and 55
(dressing-gowns). Since no alternative solution was mutually agreed upon, the
United States imposed restraints on both categories for the twelve-month period
beginning 28 February 1969. The. United States also renewed the restraint on
category 22 for the twelve-month period ending 23 May 1970 with an increase of
5 per cent in the restraint level (COT/136). Imports into the United States from
Malaysia in categories 9, 45, 4.6, 50 and 51 were previously restrained and renewed
under therms expiring during the seventh year of the arrangement (COT/102 and 108).
In COT/130 the United States notified that the restraints on categories 19, 26
(ducks), 31 and 60 were also renewed for a further twelve-month period beginnIng
27 December 1968. The new restraint level provided for a 5 per ccnt growth over
the previous year. In response to GATT/AIR/733, the United States notified that
restraints on categories 9, 46 and 51 expired on 27 April 1969, 22 February 1969,
20 March 1969 .respectively. In COT/108/Add.l, the United States transmitted the
information that the restraint on category 45 exported from Malaysia was renewed
for a further twelve-month period ending 29 august 1970. The newt restraint level
included a growth factor of 5 per cent over the previous year's level. The
United States further placed restraint on category 53 (dresses) for the twelve-
month period commencing 30 July 1969 (COT/142).

(f) Romania1

On 23 November 1967 the United States Government requested the Government of
Romania to enter into consultation with a view to limiting exports in category 55.
This restraint, was discontinued on 20 Novemaber 1968 (COT/128). Existingrestraints
on categories 34 and 49 were both renewed for a further twelve-month period
(ending 13 August 1969 and 8 January 1970 respectively) with an increase of 5 per
cent in the level (COT/106 and COT/98/Add.1). The United States Governmaent renewed
its control on the importation from Romania of Category 34 (carded cotton sheets)
for the twelve-month period beginning141, 1uguct 196;). The new level is 5 per cent
higher than the level previously in effect (COT/106/,cid.1).

(g) Trinidad and Tobago1
In COT/134 the United States transmitted the information that imports from

Trinidad and Tobago of category 52 were limited during the year beginning
24 December 1968 to a specific level.

1
(h) Tunisia1

Through an exchange of notes between the Governments of the United States and
Tunisia, it was agreed that exports of cotton ducks from the latter should not
exceed a specific level for the calendar year 1968. This restraint was, however,
not renewed for the calendar year 1969 (COT/132).

1Not party to the Cotton Textiles Arrangement.
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C. Notifications of Action under Article 4

12. Article 4 provides that "nothing in this Arrangement shall revent the
application of mutually acceptable arrangements on other terms not inconsistent
with the basic objectives of this Arrangement. The participating countries shall
keep the Cotton Textiles Committee fully informed of such arrangements, or the
parts thereof, which have a bearing on the operation of this Arrangement".

13. During the seventh year of the Arrangement the Governments of the
Benelux countries, Canada, Norway and the United States concluded bilateral
agreements with a number of exporting countries. These agreements have been
notified in accordance with Article 4. and are sumarized on a country-by-country
basis hereunder. The bilateral agreements which were concluded during previous
years by the Govern^ments of Austria, the member States -.f the European Economic
Community and the United States, and which continued in force during the
seventh year, are also dealt with in the summary. In response to GATT/AIR/733,
the Commission of the European Economic Community has notified th^ t negotiations
are continuing with a view to concluding bilateral agreements between member
States and Japan. Further details are given in Tables I to M.

AUSTRIA

(a) India

Under the bilateral agreement concluded with India, which is to continue in
force from 1 October 1967 to 30 September 1970, India limited exports of grey
goods, terry towels and towelling, cotton yarn, finished fabrics and miscellaneous
for the year beginning 1 October 1967 to an aggregate limit of 275 tons. This
was to be increased to 300 tons in the second. year and 325 tons in the third year
(COT/114 and Add.1).

(b) _

In accordance with the bilateral agreement concluded with Israel,, exports of
cotton textiles to Austria are limited to 12 tens for the twelve-month period
beginning 1 October 1967. The levels for the second and third year of this
agreement are 13 and 14 tons respectively (COT/114 and Add.l).

(C) Pakistan

In the bilateral agreement concluded with Pakistan, which is to continue in
force for a period of three years commencing on 1 October 1967, exports of cotton
textiles to Austria are fixed at 100 torns for each twelve-month period
(COT/114 and Add.l).

(d) United Arab Republic

Under tne bilateral agreement concluded with the United xrab Republic which
is to continue in force from 1 October 1967' to 30 Scptember 1970, exports of cotton
textiles to Austria are fixed at 50 tons for coach twelve-month period
(COT/114 and Add.1).
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CANADA

(a) Japan

Under the bilateral arrangement concluded between the Governments of Canada
and Japan, restraint levels on exports of eight items of cotton textiles during
the calendar year 1968 were to be applied by Japan. Some of the items whicl Ã

been under restraint during the previous years were deleted. The 1968 levels
provided for an increase over the preceding year's level (COT/51/Add.3).

(b) United Arab Republic.

In accordance with a bilateral agreement concluded between the Governments
of Canada and the United Arab Republic, the latter agreed to ensure that its
exports of cotton yarn to Canada during the twelve-month period ending 30 June i969
will not exceed 1,200,000 pounds (COT/88/Add.l).

MEMBER COUNTRIES OF THE EUROPEAN ECONOMICCOMMUNITY

The Benelux countries, Italy, the Federal Republic of Germany and France
have concluded bilateral agreements, based on a model agreement drawn up by the
EEC, with the Govermaents of India and Pakistan. These agreements apply to
cotton textiles; no limitation shall be applied to transactions concerning hand-
loom cotton fabrics if these are certified by the exporting country and recognized
by the importing country. The total quantity for imports into each of the member
States is sub-divided into two main groups of categories; within these two groups
specific ceilings are to be applied. These agreements provide for an annual
carry-over of 10 per cent and advance deliveries within a limit of 5 per cent of
each of the ceilings established for the following twelve-month period. No
transfer may be made between the quantity fixed for the two main groups, but
within the ceilings by groups the unu-sed portions of the specific ceilings may be
used for the other categories of the group which are not covered by specific
ceilings.

The levels and the periods during which these agreements are in force are
given below on a country-by-country basis:

BENELUX

(a) India

The bilateral agreement between the Benelux countries and India was concluded
on 15 February 1968, with retroactive effect as from 1 January 1968 for a period
of three years. The total quantity for imports into the Benelux countries from
India agreed upon for each year is 1,300 metric tons (COT/121).

(b) Pakistan

The bilateral agreement between the Benelux countries and Pakistan was
concluded on 3 May 1968, with retroactive effect as from 1 October 1967 for a
period of three years. The total quantity for imports into the Benelux countries
from Pakistan agreed upon for each year is 500 metric tons (COT/122).
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(c) Hong Kong

The Goverrments of the Benelux countries and Hong Kong have concluded a
bilateral agreement to replace the limitation under Article 3 on exports of certain
cotton textiles products from Hong Kong to the Benelux countries. The new
bilateral agreement is to continue in force from 1 July 1968 to 30 September 1969.
It provides for the restraint by Hong Kong of a number of cotton textiles items.
The total amount agreed upon for the period of this agreement is 3,153 metric tons.
Within this aggregate t-tn group ceilings are to be applied and specific ceilings
are to be agreed upon. CAN unused portions of the specific ceilings may be used
for the other categories of the group not covered by specific ceilings (COT/129).

FEDERAL REPUBLIC OF GERMUNY

(a) India

The bilateral agreement between the Federal Republic of Germany and India was
concluded on 18 June 1968, with retroactive effect Ã¡s from 1 January 1968 fo
period of three years. The total quantity for imports into the Federal Republic
of Germany from India agreed upon for each year is 2,725 metric tons (COT/123).

(b) Pakistan

The bilateral agreement between the Federal Republic of Germany and Pakistan was con-
eluded on 2 August 1968, with retroactive effect as from 1 January 1968 for a period of
three years. The total quantity for imports into the Federal Republic of Germany from Pakistan
agreed upon for each year is 500 metric tons (COT/l24)e

(c) Hong Kong
A bilateral agreement has been concluded between the Governments of the

Federal Republic of Germany and Hong Kong. Under this agreement, which is to
continue from 1 November 1966 to 31 December 1969, Hong Kong is to limit its exports
of seven cotton textile items to 77 million square yards for the period from
11 November 1966 to 31 December 1967, For the calendar years i968 and 1969, the
levels are fixed at 66.65 and 67.65 million square yards respectively. The agree-
ment provides for the transfer of unutilized quotas (COT/125).

F.ANCE
(a) India
The bilateral agreement between France and India was concluded on 24 April 1968

with retroactive effect as from 1 October 1967 for a period of three years. The
total quantity for imports into France from India agreed upon for each year is
3,125 metric tons (COT/119).

(b) Pakistan
The bilateral agreement between Franco and Pakistan was concluded on

8 August 1968, with retroactive effect as from 1 October 1967 for a period of
three years. The total quantity for imports into France from Pakistan agreed upon
for each year is 600 metric tons (COT/120).
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ITALY

(a) India

The bilateral agreement between Italy and India was concluded on.
30 April 1968, with retroactive effect as from 1 January 1968 for a period of
three years. The total quantity for imports into Italy from India agreed upon
for each year is 650 metric tons (COT/112).

(b) Pakistan

The bilateral agreement between Italy and Pakistan was concluded on
24 May 1968, with retroactive effect as from 1 Octoberx 1967 for a period of
three years. The total quantity for imports into Italy from Pakistan agreed upon
for each year is 1,100 metric tons (COT/113).

NORWAY

Hong Kong

The Governments of Norway and Hong Kong have concluded a new bilateral agree-
ment to replace the 1967 agreement. In accordance with the new agreement which is
to continue in force from 1 October 1968 to 30 September 1970, Hong Kong is to
limit its exports of certain cotton garments to an aggregate of 143,000 dozens
during the first agreement year. The level for the second year. will be increased
by 4 per cent. During each period, exports may exceed the limits for any category
by 10 per cent, provided that corresponding reductions are applied in other
categories. Any short-falls occurring in the first period may be used in the
second period in a specific amount and manner provided in this agreement
(COT/115/Add.1).

UNITED STATES
(a) Colombia

The Governments of the United SÃ¡tes and Colombia have concluded a
bilateral agreement, to replace the 1965 agreement, as amended (COT/50/Add.2).
The new agreement is to continue in force from 1 July 1968 through 30 -June 1971.
During the term of this agreement Colombia limits its exports of cotton textiles
to aggregate, group and specific limits. The aggregate limit for the first
twelve-month period is 32.5 million square yards equivalent. In the second and
succeeding twelve-month periods, the level shall be increased by 5 per cent over
the preceding year's level. Within the aggregate limit, the limits for two groups
may be exceeded by 5. per cent -:and for the other by the amount by which imports in
the two groups are less than the sum of the limitation applicable (COT/126).

(b) Greece

The 1964 agreement concluded between the Governments of the United States and
Greece, as amended, was further amended as of 1 September 1966. This agreement
shall continue in force through 31 December 1970. In accordance with the new
amendment exports of cotton textiles from Greece are to be limited for the
sixteen-month period beginning 1 September 1966 and extending through
31 December 1967 (first year) and for the twelve-month period beginning
1 January 1968 (second year). The aggregate levels for the second year are
1,420,125 pounds of yarn, 1,157,625 square lards equivalent of fabric and made-up
goods and 231,525 square yards of apparel. In succeeding years an increase of
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5 per cent over the corresponding level for the preceding year shall be applied.
After 31 August 1966, the annual limitation on yarn may be exceeded by the amount
of shortfalls in other cotton textiles for the year in question. Within the
ceiling for fabrics and made-up goods specific ceilings are to be maintained.
The United States will annually accede to requests by Greece, for permission to
raise the yarn ceiling for any agreement year after 31 December 1967 to
2,000,000 pounds without Growth factor for the succeeding year. The amended agreement
provides specific amounts and manner in accordance with which shortfaLls 'may be
carried over (COT/33/Add.2).

(c) Hong Kong

COT/73/Add.1 set cut an amendment to the bilateral agreement concluded between
the Governments of the United States and Hong Kong. The new agreement is to
continue from 1 October 1965 through 30 September 1970, During the third year
beginning 1 October 1967 the aggregate limit is 371,306,250 square yards equivalent.
For the fourth and fifth years the level shall be increased by 5 per cent over
the corresponding level of the preceding year. Within tile aggregate limit, limits
for four groups and specific ceilings within the groups are to be applied; the
limits for three groups may be exceeded by 10 per cent and for one group by
5 per cent. Following a year of shortfall Hong Kong may permit exports to exceed
the limits applicable in specific mounts sand manner provided in this agreement.
Within the aggregate and other applicable group limits, any shortfalls in exports
in categories which are not subject to specific limits may be used in categories
which are not subject to specific limits.

(d) India

A new bilateral agreement (COT/92) has been concluded between the Governments
of the United States and India to replace previous agreements. The termof this
agreement is from 1 October 1966 through 30 September 19'1J. In accordance with
this agreement, India is to limit its exports of cotton textiles to an aggregate
limit. This aggregate limit is sub-divided into two major groups; specific
ceilings are to be applied; within the group limits. The aggregate limit for the
second agreement year constituting the twelve-month period beginning 1 October 1967
is 88.2 million square yards equivalent. The level for each subsequent year shall
be increased by 5 per cent over the preceding year'slevel. Within the aggregate
limit, a limit for one group may be exceeded by 10 per cent and for the other by
5 per cent. Any shortfalls occurring in exports in the categories given specific
limits may be used in any category not given a specific limit. India, following
a year of shortfall, may permit exports to exceed the aggregate, groups and
specific limits in specific amounts and manner provided in this agreement.

(e) Israel

The Governments of the United States and Israel have concluded a new..
bilateral agreement (COT/75/Add.1) to replace previous agreements. The term of
this agreement is from 1 October 1966 through 30 September 1970. Under this
agreement annual exports of cotton textiles from Israel are to be limited in the
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first year to an. aggregate level of 23 million square yards equivalent. In the
second and succeeding years, the levels shall be increased by 5 per' cent over the
preceding years level. Within the aggregate limit, limits for two groups and
specific ceilings within these groups are to be applied; the limit for one group
may be exceeded by 10 per cent and for the other by 5 per cent. Any shortfalls
occurring in exports in tho categories given specific limits may be used in any
category not given a specific limit. Following a year of a shortfall, Israel may
permit exports to exceed the limits by carry-over in specific amounts and manner
provided in this agreement.

(f) Italy

The Governments of.the United States and Italy have concluded a new bilateral
agreement (COT/76), to replace the Cotton Velveteen Fabrics Agreement, effective
retroactively to 1 January 1966 and shall continue in force through 31 December 1970.
Fer the first year of this agreement, constituting the twelve-month period beginning
1 January 1966, exports of cotton velveteen fabrics from Italy are to be limited to
1,703,363 square yards. In succeeding years, the level is to be increased by
5 per cent over the level for the preceding year.

(g) Jamaica

The Governments of the United Statos and Jamaica have concluded a new bilateral
agreement to replace the 1963 agreement as amended. The new agreement is to continue
in force from 1 October 1966 through 30 September 1970. During the term of this
agreement annual exports of cotton textiles from Jamaica are to be limited to
aggregate and specific limits. For the first year the aggregate is 21,416,063 square
yard's equivalent. In the second and suceeding years, the levels are to be
increased by 5 per cent over the corresponding level for the preceding twelve-month
period. Within the aggregate limit, specific limits may be exceeded by 5 per cent.
Following a year of shortfall, Jamaica may permit exports to exceed these limits
by carry-over in specific amounts and manner provided in this agreement. nmy
shortfalls occurring in exports in the categories given specific limits may be
used in any category not given a specific limit COT/5/Add. 2)

(h) Japan

The Governments of the United States and Japan have concluded a 'new bilateral
axrangentcrit (CCT/95) 'concerning trade in cotton textiles. This arrangement is to
be applied by the two Governments for the period of three years beginning
1 January 1968, taking the place of the 1963 arrangement. Under this arrangement,
Japan maintains aggregate limit for exports of cotton textiles in 196S of
373,077,000 equivalcnt sauaro yards. This aggregate limit is sub-divided into four
major groups... Within those major groups ceilings for?, .specific -products are to be
plied. Within the annual aggregate limit, the limits for three groups may be
exceeded by 10 per cent and for one group by 5 per cent. The aggregate limit for
the year 1969 and for each subsequent year shall be increased by 5 per cent over
the preceding year s level. This incease shall be applied to the major groups
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and the ceilings within the groups. Following a year of shortfall, Japan may
permit exports to exceed the aggregate, groups and ceilings by carry-over in a
specific amount and Ianner provided in this agreement. Exports of. uniquely
Japanese products called "Japan items" are not to be included in this agreement.

(i) Korea., the Republic of

The Governments of the United States and the Republic of Korea concluded a
new bilateral agreement (COT/93) which supersedes the 1965 agreement. This
agreement is to continue in force from l January 1967 through 31 December 1970.
During the tern of this agreement, the Republic of Korea limits exports of cotton
textiles in 1967 to aggregate limit of 32,l216,250 square yards equivalent;., for
1968 the limit is 35,070,000 square yards equivalent. The limit for each
subsequent year shall be increased by 5 per cent over the preceding year. This
aggregate limit is sub-divided into two major groups; specific ceilings are to be
applied within the groups. Within the aggregate limit, the limits for one group

ay be exceeded by 10 per cent and for the other by 5 per cent. Specific limits
within the group may be exceeded by 5 per cent. Tho shortfall occurring in exports
in categories given specific limits may be used in any category not gEven a
specific limit. For any agreement year immediately following a year of shortfall,
the Republic of Korea may permit exports to exceed the aggregate, group and
specific limits by carr-y-over in specific amounts and manner provided in this
agreement.

(j) Malta1

On 14 June 1967, the United.States and 11alta concluded a bilateral agreement
concerning trade in cotton textiles. This agreement runs from 1 January 1967
through 31 December 1970. During its termr, MIalta is to limit annual exports'to
aggregate, three groups and specific limits. For the year 1967, the aggregate
limit is 12.7 million square yrrds equ ivalent. In the -Ocond and succeeding years
this limit is to be increased by 5 per. cent over the previous yc.rt s level.
Within the aggregate limit, the limit for two groups nay be exceeded by 10 per cent
and for the third group (apparel) by 5 per cent. ;ny shortfall occurring in
exports in the categories given specific limits may be used in any category not
given a specific limit. Following a year of shortfall, Malta may permit exports
to exceed the aggregate, group and specific limits by carry-over in. specific
amounts and manner provided in this agreement (COT/8O).

In accordance with a bilateral agreement (COT/78) concluded between the
Governments of the United States and Mexco, annual exports of cotton textiles
from Mexico are to be limited for the first agreement year beginning 1 May 1967
to an aggregate level of 75 million square yards equivalent. This agreement is

1Not party to the Cotton Textiles arrangement.
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to continue in force through 30 April 1971. Within this aggregate limit, three
group limits and specific limits wit-in the groups are to be applied; the limits
for two groups may be exceeded by 10 per cent and for one group by 5 per cent.
In the. second and succeeding year, the levels shall be increased by 5 per cent
over the level for the preceding twelve-month period. Following a year of a
shortfall, Mexico may permit exports to exceed the aggregate, group and specific
limits in specific amounts and manner provided in this agreement. Within the
group limits any shortfalls occurring in exports in the categories given specific
limits may be used in any category not given a specific limit.

(1) Pakistan

The Governments of the United States and Pakistan have concluded a new
bilateral agreement to replace the 1966 agreement. The term of thi, agreement is
from 1 July 1966 through 30 June 1970. During this period annual exports of
cotton textiles from Pakistan are to be limited to aggregate, two major groups and
specific limits. For the first agreement year, the aggregate limit is
57.5 million square yards equivalent and for the second year it is
68.25 million square yards equivalent. In succeeding years, the levels shall be
increased by 5 per cent of the corresponding level for the preceding twelve-month
period. Within the aggregate limit, the limit for one group may be exceeded by
10 per cent and for the other group by 5 per cent. Any shortfalls in exports in
categories with specific limits may be used in those categories which are not
subject to specific limits. For any agreement year immediately following a year
of shortfall, Pakistan may permit exports to exceed the aggregate, group and
specific limits by carry-over in specific amounts and manner provided in this
agreement (COT/89).

(m) Philippines, the Republic of1

The Governments of the United Slates and the Philippines have further amended
the bilateral agreement of 24 February 1964 (COT/23/Add.2) to cover the period
from 1 January 1968 to 31 December 1970. During the calendar year 1968, exports
of all categories of cotton textiles, with the exception of the traditional items
produced by the Philippines cottage industry, are to be limited to-an..aggregate
limit of 22.3 million square yards. In the second and third agreement year the
limitation on exports and the levels of traditional trade categories shall be
increased by 5 per cent over the corresponding level. for the preceding year.
Within the aggregate limit, two group limits and specific limits within the groups
are to be applied; the limit for one group may be exceeded by 10 per cent and for
the other byr5 per cent. Following a year of shortfall in non-traditional
categories, the Philippines may permit exports to exceed the limits by carry-over
in specific amounts and manner provided in this agreement. Within the group
limits, any shortfall occurring in exports in the categories given specific limits
may be used in any category not given a specific limit.

1Not party to the Cotton Textiles Arrangenment.
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(n) Poland

In accordance with a new bilateral agreement (COT/91) concluded between the
governments of the United States and Poland, the annual exports of cotton textiles
from Poland are to be limited to aggregate, two major groups and specific limits.
This agreement replaced as of 'March 1967 the previous agreement and is to
continue in force through 28 February 1970. The aggregate limit for the first
year beginning 1 March 1907 is fixed at 5 million square. yards equivalent. In
the second and succeeding twelve-rmonth periods this level shall be increased. *vy
5 per cent over the preceding year's level. Within the aggregate limit, the
IL-nit for one group may be exceeded by 10 per cent and for the other by 5 per cent:
the shortfall occurrl-ng in exports in the categories given specific limits may be
used in any category not given a specific limit.

(o) Portugal

The Governments of the United States and Portugal have concluded a new
bilateral agreement to replace the interim agreement of 19 December 1966,
(OCT/241/AMd.3). In accordance with this agreement, Portugal i: to maintain, for

the period of four years beginning 1 January 1967, an annual aggregate limit for
exports of cotton textiles, and annual limits for three groups and categories.
The aggragate limit, at 102,300,000 square yards equivalent for 1967, is to be
increased in each succeeding year by 5 per cent over the corresponding level for
the preceding twelve-month period. Within the aggregate limit, the limits for
two groups may be exceeded by 10 per cent and for one group by 5 per cent;
with-- the groups, specific ceilings may be exceeded by 5 per-cent. Any shortfall
in the-. categories given specific limits nay be used in those categories which are
not subject to specific limits. COT/2/dd.4 sets out an amendment to this
bilateral agreement in accordance with which the aggregate limits, for the years
1967 and 1968 are fixed at 103,425,000 and. 108,990,000 square yards equivalent
respectively. All specific limits on yarn categories are deleted. The amendments
also provide that Portugal, following a year of shortfall, may permit exports t'o
exceed these limits by carry-over in specific amounts and manner.

(p) Singapore1

On 30 August 1966, the Governments of the United States end Singapore
concluded an arrangement to be effective as of 1 April 1966 and to continue in
force through 31 March 1969. Under this arrangement the Singapore cotton textile
industry voluntarily restrains its exports to the United States in accordance w.-th
Restraint cheduie. For the first year the aggregate limit is fixed at
30 million square yards, In each succeeding year this limlt is to be increased by
5 per cent over the corresponding level for the preceding year. Within the
aggregate limit, two group limits and specific limits art to be applied, and may
be. exceededd by 5 per cent. She aggregate and the group limits on non-apparel
categories may be exceeded by certain Tunounts specified in this agreement
(COT/74).

1Not party to the Cotton Textiles Arrangement.
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(q) Spain
The 1963 United States/Spain bilateral agreement, as amended, was replaced as

of 1 January 1967 by a new agreement which is to continue in force through
31 December 1970. During the term of this agreement, Spain limits its annual
exports of cotton textiles to aggregate, two major groups and specific limits. For
the first year the aggregate limit is fixed at 37,911,000 square yards equivalent,
for the second year the level is 40,34,19300. In succeeding years, the level shall
be increased by 5 per cent over the previous year's level. Within the. aggregate
limit, the limit for one group may be exceeded by 10 per cent and for the other by
5 per cent. Any shortfalls occurring in exports in categories not given specific
limits may be used in any category not given a specific limit. Following a year
of shortfall, Spain may permit exports to exceed these limits in specific amounts
and manner provided in this agreement (COT/90).

(r) Turkey

Effective as of 1 July 1964, the original agreement between the United States
and Turkey was amended on 30 June 1967 to continue in force through 30 June 1970
instead of 30 June 1967. Under the original agreement exports from Turkey during
-the first year are limited. to a level of 2;750,-000 square yards equivalent for
apparel. These levels are to be increased in each subsequent year by 5 per cent
over the levels of the immediately preceding t~relve-month period (COT/32 and Add.l).

(s) United Arab Republic

The 1963 bilateral agreement concluded between the Governments of the United
States and the United Arab Republic has an expiration date of 30 September 1967.
After that date it has been extended four times to cover the periods: 1 Octoberto
31 December 1967, 1 January to 31 March 1968, 1 April to 30 June 1968, 1 July to
31 December 1968. On 6 November 1968 this agreement was further extended to cover
the period 1 October 1968 through 30 September 1969; the new extension supersedes
the preceding one in regard to the regulation of trade for the period 1 October1968
through 31 December 1968. These extensions provide for the continued regulation of
trade in cotton textiles in accordance with the terms applicable to the corresponding
quarters ofthe last year (51,000,000 square yards equivalent for the last year
beginning 1 October 1966) of the 1963 agrccmcnt (COT/20/Add.1-5).

(t) Czechoslovakia1
The Government of the United States and the Czechoslovak Socialist Republic

have concluded a bilateral agreement concerning trade in cotton textiles. In
accordance with this agreement which is to continue in force from 1 May 1969 to
30 April 1971, annual exports of cotton textiles from Czechoslovakia are to be lImi-
ted for the first agreement year beginning 1 May 1969 -to an aggregate level of
2.5 million square yards eoulvlrent. Within this aggregate li 7ni seifci-mito
are to be applied. The limit for each subsequent year sharl be increased by 5 per
cent over the corresponding level for the preceding year. For any agreement year
immediately following a year of shortfall, Czechoslovakia may permit exports to
exceed the limits by carry-over in specific amounts and manmer provided in this
agreement (COT/141)).
III. Other noti fications

In response to GATT/AIR/733. the following notifications have been received
from Australia., Canada., Denmark, Finland, Norway and the United States:

Australia notified that it mail Pains no restrictions on trade in cotton tex-
tiles not already notified under the various requirements and procedures of the GATT.

1Not party to the Cotton Textiles Arrangement.
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Canada notified that it nintains no other restrictions on trade in
cotton textiles.

Denmark notified that under the existing trado arrangement between Denmark
and Poland a quote to on amount of DKr 15,375..,O00 has been fixed for the year 1969
covering imports from Poland of various textile products, which may consist fully
or partly of cotton fibres.

Finland notified that imports from Poland are covered by the bilateral
import treatment. Imports of certain cotton textiles from, the Republic of Korea
are subject to individual licensing.

Nor-y notified that quotas for
for the following countries:

import of textiles have been established

The import quotas which Norway maintains in her ade agreements with State-
trading countries, comprise also other textiles than cotton products.

Imports of cotton textiles from the following countries are subject to
licensing:

lilbania -

The Peoplets Republic
of China

Republic of China
MacaO

Mongolia
North Korea
North Viet-Nen
Soviet Union

The United States notified that it maintains no restrictions on trade in
cotton textiles outside the provisions of the Arrangement not already notified
under the various GIT requirements and procedures.

Qutas for various
Country textile goods

in 19631- in IE-r 7000

Bulgaria
Czechoslovakia 9,180 + 35 tons of towels

eastern Germany 2,950 + 20 tons of towels and
70 tons of floor cloths

Hungary 3,4-15 + 10 tons of towels

Poland 6,600

ioimania 560
,____ ___ _ __ __ __ __
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The United Kingdom notified a suznary of the arrangements as at 25 July 1969
for the control of exports of cotton spun, or woven textile goods for retention
in the United Kingdom, during .1969 (COT/l38), This information is given below
in a sumrnarized form. The United Kingdom Government intends to replace their
existing general quota systera at the end of 1971 and to introduce a tariff on
cotton textiles fror Cormionwealth countries as fror 1 Januarr 1972, The
abolition of quota control will not, however, apply to Eastern European countries
and Ktainland China.

(a) Hong- Kong

Exports of cotton textiles from Hong Kong to
limited to the following amounts:

Yarn (lb,)
Cloth and zmde-ups (sq.yds.)

(b) India

Reports of cotton textiles from India to the
to the following amounts:

Yarn (lb.)
Cloth and made-ups (sq.yds.)

the United Kingdom will be

6.5 million
193.0 million

United Kingdom will be limited

ll. million
200.9 million

(c ) Japan,

Under the present arrangements, imports from Japan are restricted to:

Cotton yarn (lb.) 102,010
Textile secondary products

whollyr or mainly of cotton
(sq.yds.) 820,000

Woven cotton fabrics (sq.yds.) 7,926,177
Industrial goods of cotton

(sq.yls.) 606,000
O tergarn.ents (including gloves),
underwear, handerchiefs,
shawls, scarves, mufflers of
woven cotton fabric £392,500 (subject to

negotiation)

(d) Eastern area countries and the Peoples' Republic of China

The Unitcd Kinrrdom 1nirt -imports of cotton yarn, piecegoods and nade-un
goods from the USSE>, Foland, H-unggryl., Roia1, Bulgaria1,9Estern Geylg
Czechoslovakia1 nd the(l:"obplesT Rdpublic of China-' to annuiual quotas, the total
of which anount to about £2j- million.

iNot party to the Long.-Term Arrangement..
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(e) The following countries have been allocated country quotas and/or special
country quotas: Algerial, Brazil1, British Honduras1, Ceylonl, Colombia, Cyprus1,
Gibraltai, Greece, Iran1, Israel Jamicaa Kenyal, Lebanonl, Macao, Malaysia1,
Maltal, M4exico, Morocco1, Nigeriai, Pakistan Senegall, Singapore1, South Africa
Spain, Surinam, Syria1, the Republic of China, the Republic of Korea, Thailand1,
Trinidad and Tobago1, Turkey, the United Arab Republic and Yugoslavia.1 Details
are given in the following table:

Finished 1 ~Special
! Co |Yarn | Grey cloth Fish,-d |Made-ups country

Country Yr Grycoh cthquota

'000 lbs. '000 sq.yds. 100O sq.yds. '000 sq.yds. '00O sq.yds.

Algeria
Brazil
British Honduras
Veylon
Colombia
Cyprus
Forxnosa
Gibraltar
Greece
Iran
Israel
Jamaica
Kenya
Lebanon
Macao
Malaysia
Malte.
Mexico
Morocco
Nigeria
Pakistan
Sonegal
Singapore
South Africa
South Korea
Spain
Surinam
Syria
Thailand
Trinidad and Tobago
Turkey
United Arab Republic
Yugoslavia

2

8

278

707

3

146

292

2,559

4

375

3,306

472
14

2,232

55

10
337

2,658
26

484

21.,601

400

5,173
A 667

30

2,406
1,700
2,992

155

82

625

430

1,725

286
889

135
381

1,455
26

210

259

2,579
364

2,711

109
______________________________________________________ ____________________________ _________________________________

91
79

110
343
386
64
10
515
515
10

515
515
433

31
64

515
10
515
515
205
515
Nil
21
43
10
515
515

Long-Term Arrangement.11Notparty to the Long-TermArrangement.
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(f) In addition to the preceding individual country quotas and special
country quotas, all countries, with the exception of Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Federal Republic of Germany, Iceland1, Italy,
Liechtenstein1, Luxembourg, the Netherlands, New Zealandl, Norway, Sweden,
Switzerjand1 , United. States, Hong Kong, India, Japan,.Portugal,.. the Republic of
Ireland , and the Eastern area countries may participate in a global quota of:

Grey cloth
Finished and piece-goods
Made-up goods

4,.389,598 lb.
54,163,954 sq.yds.
5,107,717 sq.yds.
8.708,104 sq.yds. equivalent

Within these group totals certain category limits will apply.

1Not party to the Long-Term Arrangement.



COT/M/10
Page 52

Table A

AUSRIA
Quotas

I

exporting C Twelve-;nonth period beginning
country Category 1.10.67 1.10.68 1.10.69

, . , I i

Grey goods
!Terry towels and towelling
ICotton yarns, finished fabrics,
I etc.

Isreal Cotton textiles

Japan ,Cotton yarn (ex Chapter 55)
'Grey cotton fabrics

(ex Chapter 55)
Finished cotton fabrics in the
piece (ex Chapters 55, 58, 59)

Knitted goods of cotton
(ox Chapter 60)

Clothing and other made-up
articles of cotton
(ex Chapters 58, 59, 61,

Mexico Cotton fabrics

Pakistan Cotton fabrics

62)

Cotton textiles (Chapters, 55,
58, 59, 60)

Made-up cotton textiles
(Chapters 61, 62)

Cotton yarn
Cotton fabrics

205
66

US$ 49,500

I

1/

1/
80tons

209tons
66 tons

$49, 500

88 tons

228 tons

72 tons

US$54, 600

US$71,500 US$77,000
10 tons

1/ i
1/

23.5 tons,
US$10, 500

1/

1/ tons

1/

27 tons

US$12, 000

1/
1/

1/

96 tons

247 tons

78 tons

US$59,700

US$82, 500

12 tons

30.5 tons

US$13, 500

1/

1/Arranggement under Article 4.

India

Rep. of
Korea

United
Arab
Republic
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Table B

NORWAY

Quotas

Exporting
country

Japan

Republic
of Korea

Category

Yarn, .woven fabrics and various
other articles n.e.s.

Garments (including knitted and
crocheted goods)

Woven fabrics

(US$'000)
Twelve-month period I

1.10.68

1,149.5

121

100

beginning

1.10.69

1,178

124

1.1.68 1.1.69

103

- - z-
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Table C

MEMBER COUNTRIES OF THE EUROPEAN ECONOMIC COMMUNITY
(tons)

I. Quotas Effective-During 1968 end 1969

Hong- Kong

India

Japan.

Pakistan

Rep. of C:
(Taiwan

Rep. of Korea

UnitedArabRepublic

1.-.. 1968
1969

* 1963
1969
_1968
1969
1968
1969

China 1968(Taiwan) 1969
Rep. of Korea 1968

1969
UnitedArab Republic 1968

1969

France

- 375
400

Art. 4
Art. 4

2,343

Art.44
Art. 4

80
90

Italy Germany, F.R. BeneluxI 11 -~~~~~~~~~~~
.... .._

KI.i/Art. 4

1,790

Art. 4

160
185

Art.
Art.

2,783

Art.4

Art.

114
132

354
377

141
160

4

4

4
4

F.. -

Ji Art.

1,263- -

1/
Art. 4
Art. 4

- II. Changes -Envisaged During-the Remainder of the Arrangement

Hong Kong 1970 425
Japan 1970

Rep. of Chian 1970 150
(Taiwan)

Rep. of Korea 1970 100 400
United .Arab Republic 1970 210 180

__ _._

1-Negotiations are continuing for concluding bilateral agreements
under Article 4.

Total

:375
400

Art. 4
Art. 4

8,179
1/

Art. 4
Art. 4
114
132

434
467
301
345

_ . __ _
II

.1.t

I

I

I
I

r

I

I
I

I
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UNITED STATESCOTTON TEXTILE CATEGORIES

Category

Cotton yarn, carded, singles, not ornamented, etc.
Cotton yarn; plied, carded, not ornamented., etc..
Cotton yarnr singles; combed, not ornamented: -etc'.
Cotton yarn, plied, combed. not ornamented, etc

Ginghams, carded yarn
Ginghams, combed yarn.
Velvetcens;
Corduroy
Sheeting, carded yarn
Sheeting, combed yarn
Lawns, carded yarn
Lawns, combed yarn
Voiles carded yarn
Voiles, combed yarn
Poplin and broadcloth, carded ycn
Poplin and broadcloth, combed yarn
Typewriter ribbon cloth
Print. cloth type shirting, 80 x 80 type, carded yarn
Print cloth type shirting, other than 80 x 80 type", cardedyarn
Shirting, carded yarn
Shirting, combed yarn
Twill and sateen, carded yarn

Twill and sateen, combed yarn
Yarn-dyed fabrics, except ginghams, carded yarn
Yarn-dyed fabrics, except ginghams, combed yarn

Fabrics, n.e.s., carded yarn
Fabrics, n.e.s. combed yarn
Pillowcases, plain, carded yarn
Pillowcases, plain, combed yarn
Dish towels
Towels, other than dish towels
Handkerchiefs

damasksmanufactures of.
Sheets. carded yarn.

Sheets, combed yarn
Bedspreads
Braided and woven elastics
Fishing nets

-ded yarn

3

5
6
7

9
10
11
12
13
14
15
16.
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

34
35
36
37
38

I

I

;

.i
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Annex (cont'd)

Category Description
number
39 Gloves and mittens
40 Hose and half hose
41 Men's and boys' all white T. shirts, knit or crocheted
42 Other T. shirts
43 Knit shirts-other than T. shirts and sweatshirts (including infants')
44 Sweaters and cardigans
45 Men's and boys' shirts, dress, not knit or crocheted
46 Man's and boys' shirts, sport, not knit or crocheted
47 Men's and boys' shirts., work, not knit or crocheted
48 Raincoats, 3/4 length or 'over49 All other coats
50 Men's and boys' trousers, slacks and shorts (outer), not knit or

crocheted
51 Women's, missees and children's trousers slacks and shorts (outer),

not knit or crocheted
52 Blouses, and blouses combined with skirts, trousers, or shorts
53 Women's, misses, children's and infants' dresses (including nurses'

and other uniform dresses) not knit or crocheted.
54 Playsuits, sunsuits, washsuits, creepers rompers, etc. (except

blouse and shorts, blouse and trouser, or blouse, shorts and'
I skirt sets)

55 Dressing gowns, including bathrobes and beachrobes, lounging gowns,
dusters and housecoats, not knit or crocheted

56 Men's and boys' undershirts, (not T. shirts)
57 Men's and boys' briefs and undershorts
58 Drawers, shorts and brief's (except men's and boys' briefs), knit

or crocheted
59 All other underwear, not knit or crocheted
60 Nightiwear and pyjamas
61 Brassieres and other body supporting garments
62 Other knitted or crocheted clothing
63 Other clothing, not knit or crocheted
64 All other cotton textile items

_ _ _ _ _ _~1I -_ _ _


