ResTRY CTED
mWWu

GENERAL AGREEMENT ON % August 1070
TARIFFS AND TRADE Limited Distribution

COTTON TEXTILES CCMMITTIR -

Committee Licid
-17 December ¢060

and from 25— 27 ]

at._ the Pnldls des NatWOhhﬂfyéﬁ

Cheirman: iir. O. LCHG

Subjcet discussed: Tuture of the Coticn Textiles arrangement

1.  The Cotton Textiles Lomﬂlubce, acting pursuant to Article 8(d) of the Arrangement
Regarding Internationsl Trade in Cotton Texl,lcs, initiated discussion on t;e queq‘

of extension, modification or discontinuance of the Arrangement at its mece

8-10 October 1969.-

by the Committec at its meeting fron

2. Discussion of this issue was continue
sevtssion that many parbileipating coun-

15-17 December 1969. It was clear from the di

tries were ”ener"l v of the view that it wonld bhe necessary to extend the Srrangement
Lo o Lurthor poerled.  However, it was felt that it would not be possible tc proccoed
to o determination under paragreph-(d) of Article 8 uatil. the bilatceral negotiations
between porticipating countries concerned had ecithor been concluded or been carricd
vory much further. With a view te procceding with those negotiations expeditiously,
the Committee agreed, with the cxecption of one delegation, on a woriking hypothesiz?
bascd on a prolo vion of the irrangement in its prescont form for o perioed of %rcc
years. It wos understood that this working hypothesis would neot prejudice the qu
pOnglon of participating countrics ns to the future of tho Arrongoenont.,

@

oy o

25-27 Liny 197C, the Committee rosumed its deliberation to
ascortain whother; in the interin betwcen the last twe moetings, sufficient vrogress
had boen made in the bilateral negoticti ng, bhus peramitting o firva declsion to bv
reached as to thae nralongation of the sreangoment,

3. 4T 1ts meetin

Losummary of the diaenagion Te contodined imder Thow 3 (kr"fq (\—-//) of
docunent 1./3243

\4
o
,

2 s [
Sce CUT/W/123 and 44d.1.



COT/ B v’11

[on

the Commitiec, o protoco
nceﬂent for o furt

pre the ongatio e
years, peginning 1 Cetobor 19 ;g?°~ that ths protoco d be open
for acceptance on 15 June 197 tance, however, gave risc to difficulties
for one or more countries, th thoge circumstances, the Chairmen would call
the Committee together beforc er 1970 to deal with this sitvation.

future of the Long--Term Irrangement, the
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9. Following informal consultation, it was generally felt that it.would be
desirable to avoid prolonged discussion on textual Chuh%@S; this might, in the

view of some countries, jeopardize the extension.of the Arrangement itself. It was
pointed out that it would be difficult to reach an agr enmenb on the details of such
changes but participating countries shonld instead endeavour to see to what extent
the purpose behind the different suggestions for modification could be achieved in
bilateral negotiations. It was thersfore suggested that the Commitiee should agree
on za working hypothesis based on a prolongation of the Arrangement without change.
This would stimulate participating countries to proceed with bilateral alks and

to concentrate on specific aspects of concern instead of devoting energy: to the
whole question of the future of the Arrangement.

10. The hope was expressed that, at this meeting, &n esgrecment in principle could
be reached on the future of the arrengsment. However, in visw of the fact tha
certein pilateral discussicns among partlolpa" Zz countries had started caly

3 sta
in the neer future, it was felt

T
recently, whilc others were scheduled to comisacs A S
deal of intensive
+ T
L ~

by cervain exportinz countries that there shou_' be

i
consultations before pronouncing thomselves delinitd t

¢

a

his qu:aul on.
was, however, stated <that, although the Arran,1
30 September 1970, it would be desirazble tu reach

thus avolding any uncertainty which would advirse

cotton textiles.

ul
rly d scision on its fature,
zct internstional trade in

11. The point was alsc made that serious consideration should be g
phasing oub c¢f the Arrangenent. after an exvension had been cgreed, the Committes
should engage itself in a series of exesizinations and subseguent scussions of the
whole question of trade in cotton . textiles and of pes smble alternative action. In
this respect, it was pointed out, howucver, by importing countries, that it would
be difficult to undertake, at this stage, any comnitment on “he phasing out of
the Arrangement as discussion of this nature shoulu take place in the Committee
after the extension had been accepted.
12. Hany cxporting countries statcd that it was difficult to cgree to the idea of
an cxtensicn without changes, in the wbsonce of an assurance on the part of the

. :

importing ccuntries te liberalize snd relux exbensi voexlsting T
a2 view to thilr early climiantion. It was, uhprofvrv, suggested t
understanding sheuld be reached in the Commitice on a set of guide
both bilatoeral ncgotiations and, in the interim pericd, the progrossiv
of restrictions.

13. On the working hypcthesis that the srrangument should be oxtended in i
prosent form, the repriosentetive of the Uuited kingdonm, speaking on tehuld of

Hong fong, sungested certain waderstandings Lo be agreed upon feor the fulure
operation of the arrangoment. Thouse suggestions, logether with th rs put forward

by the reprusentatives of spein and the h;puDch of norba, have been distributea
to the Cowmittee in docuwnent CUi/h lfk. Sone other points were cloO mention.a by
certain uiporting countries. While it was pointed oubt hy some exporting countries
that there were differences, both in views and in interests, whong cxporting
countries, the suggestions contained in this docunent could generally serve as
guidelines for conducting future negotiations.
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17. The spokesman for the European Economic Community declared that, since this
vorking hypothesis would open the way for a multilateral discussion in the very
near future on the basic problems encountered, the Community could see no reason
why, in the meantime, any additional restrictions should be intrcduced in a field
which was very close to that of cotton textiles.

MEETING FROM 25-27 MAY 1970

18, The Committee resumed ite discussion under Daracraph (d) of Article 8 =

meeting held from 25-27 May 1970. It was generslly felt that the Committee ohould
reach a decision on the future of the Arrangement at this meeting, if confusion
were tc be avoided and order maintained in international trade in cotton textiles.
In this connexion, it was pointed cut by an important importing country that
uncertainties were affecting the forward plans of importers, production plans of
mills, sales contracts as well as shipping schedules of exporters.

19. :zjor importing countries, in reporting on developments in the consultation
and negotiations they held with exporting countries concerned, stated that they
had complied with the working nypo*he51s evolved in the Dcoorbor meeting. They had
offered increased export opportunities and more flex;blc conditions in the opera-
tion of the bilsteral agresments concluded. Likewise, they were prepsred to extend
the .same treatment and offer similsr conditions to tnose countries with which they
had yet to negotiate. They therefore urged an extension of the Arrsngement.

20. For ‘their part, meny exporting countries stated that bilateral negotiations
had led to broad azgreements being reached with the importing countries concerned.
Some cf these countries which had completed their bilateral fevot¢uu10r~ stated

that they were in a position te pronounce themselves firmly in fs a decision
on the extension of the Lrrangement. A major exporting country stated that,

elthough it had not completed bilsteral negotiations with one important imperting
country, ther were ready to convey t! dr acquiescence i1 the extension of f1L

Arrangement for z period of threc performing an act of faith in the
would give fullest copqideraiion to

hope that the importing ccuntriec

their needs and difficultiocs having ard tc the objectives set out in the
Preamble to the Arrangement. other ing countrics in a2 similar position zlso
conveyed their readiness to support the extension, ou the seme understanding. Sem
other exporting countries which had yet to negotiute, while joining the general

consensus For an extensicn, stressed that adegquate vonsideration should he given to
the special problems, perticulurly those rclating te the cquitable distribution of

quotas for the new e’ﬁortﬁnﬂ countries. One important Importi t

assurance that they would give adequate and every possiblce consi
problems and the rmqao ts made by exporting countries during the cou
biloteral negotiations. '

1. Atteation was again drawn in the Committec to ihe transitional and.t>m““”%ry
nature of the &rvangemcnt. It was poimted out thet this Arrangement ful‘Ji ed,
in 1ts eurly phase, an dlmportant Munciion as an exceptional and a stop-gu

aasure.

However, in the view of some exporting countries, certoin disadvantages s
the rigid sdministration of the guotas and sub-quotas, the distortion fto ths

growth und diversiﬁ'mwtion of the cotton textile indusitries in the develeping
countries, vhich seemed Lo be coused by the Avrangement itself, hud long since
begun to outwelch the short-tern advantoges. Altenbleon was alee drawn to certein
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difficulties which arose for some cther exporting countries from the liberal
interpretation of the criteria of market disruption and the fixing of restraint
levels as provided for in Annex B. In this connexion, it was pointed out that
participating countries' exports were more severely restrained than the exports of
non-participants. The point was also made, by :exico, that the application of
paragraph 1 of Annex & should not be interpretasd in such a way as te invalicdate

or modify previous bilateral agreements concluded. SR

22. The view was oxpressed that it would be undssirsble to give the present
Arrangement a routine prolongation of life and it was the task of the Committes,
therefore, tc determine the best manner of phasing it out as speedily as possible.
In this connexion, it was menticned by other countries, that this further extension,
while not excluding increased axport opportunities, would be the best way to
provide itime to wo q for the phasing out of the Arrangement after the completion

od. :

of its exteaded peri

23. As r

that & fiv a

that, hed _ey besn certain that S

Arrangement, they would have sven opte

than th*ee. Or the othcr hand, other part

chorter than three yesrs. However, thess cow
re

egards the periocd of extension, it was stated by an importing country
ve-yesr extension was desirabls, while an exporting country remarked

o be the last extension of the
prolongation of four years rather
ating countries favoured a periocd
tries jeined the emerging consensus
rs, as set out in the working

in favour of an extension limited to threc yea

hypothesis.

24, Particular eumphesis was put, by a number of countries, on the need for the
Committes to prccesd, as soon as possible, with a dlscus=1on on the state of
iutbrnatloral trade in cotton textiles snd thes longer-term development of such
trade beyond the period of extension of the Arrangement.

Arrangement
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Consideration of the Protoco

25. The bo mmittee procssded to consider a draft proiccol, drawn up along the
lines of the Dr"*ous ong, providing for zn exisnsion of the Arrangement for a
further pericd of thres years, i.z2. until 30 September 1973.

The spokesman for the Buropean iconomic Community informed the Gommlttbe
tne tﬂanq1+lonwi reriod provided for in the Treaty of Rome expired on

ceemn
i

g
[}

or 1969 and that the Comeissicn, on behalf of the Community, had since
in ¢ 1argc of ﬂorJuctlnS the negotiations to oxtend the Arrangement. This
tement was reflected in the clause at the ond of paragraph 4 of the Protocol.

of Austris and the Nordic countrics submitted the
figures to be included in Annex A for their respective
4 : validity of the Arrangement. The spokesman for the
oncmic Communi atated that the Community was proceeding towards the
conclusion of bilateral agresments under Article 4 in lieu of Article 2 restric-
tions. The Community, thercfore, held the view that the modalities for the
implementztion of Article X ware no ]onger relevant in their casc. In the light
of this declaration, the Con munlty 5 zxeluded from Annex L and a footnote to
this effect wos inserted in the Frotocol.
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28. The representative of Norway said that, should the Community continue to be
included in Annex A, he assumed that the percentage increase for it as a whole
would have been 220 per cent. On this assumpiion, he would confirm the figure o?
33 per cent for Norway. In response, the spokesman for the Community said that it
vas their intention to negotiate Article 4 agreements with expcriing countries,
thus eliminating any quantitative restrictions to be impcsed during the pericd of
validity of these bilaterals. However, if it was deemed preferable for the one or
two countries with which they had yet to negotiate to continue the application of
Article 2 quotas, the pe%ceptagc increase had to be calculated in the light cf this
gituation. This would be either by the incluslon of the increas ranted to other
suppliers which had opted for Article 4 agreements or by re- canulatlns the rate.
The representative of Norway put a rescervation concerning the percentage indicated
agzinst his country with the hope of lifting it as scon as possible.

29. The Committee adopted the Protocol. It wss agreed thet it would be open for
signature on 15 June 1970. In case, however, acceptance would give rise to
difficulties for onc or more countries then, under those circumsiances, the
Chairmsn would csll the Committee to deal with the situation pricr to

1 October 1970.

C
“+
(Y]

Other matters

30. The representative of India pointed out that %  problem of made-up handloom
articles to which they had repcatualy referred in lne discussions in the Ccmmitiee
over the last years, stlll remained unresolved. The necessity of exclusion of
these goods fromn the operation of the Arrangement was stressed and hope was
expressed that importing countries, and more cspecially the United States, would
agrec to such eXﬁlu51on, not only in the context of evolving new bilateral
agresments but even during the current period which was duc to expire on
30 September 1970.

._l\

ng countries expr

31. Some exporting 35
0 d Outy—fl ee access

endeavour to ac

as long as quan’ 7i It d
that tariffs and quotwo on “Ou+(ﬁ u“VTWLeb ohcvln he discussed togeticr us both
had a bewr.m# on the capacity of developing countries te diversify thelr cxperts
and incresse their earnings of foreign exchange. In NG 1t was hopod
that dubV‘L rez zccess to experts of cotton Tcxu1¢us from developing countrics
would be extended under the General Scheme of Prelerences.

32. The representative of Canada informed the Committee of
formulated by hig Gevernment in the field of textile and clothiy
statement hus been circulated to the members of the Committee
ulﬂ)&buﬂ'd7 for the Buropean feonemic Community aleo reported
o the process of elaborating industrial nolicy which weuld
industry, it being an important scotor.

1

The secretariat has been informed thot this rescrvation is withdrown.
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Future work

33. Participating countries stressed the importance they attached to the
forthcoming discussiocn cn the strte of internotional trade in cotton textiles and
the longcr-term dcvmlo~ﬁ of such 'tr.de. It was felt that careful consideration
znd thought shculd be Ll\; as t¢ how the Committee cught to proceed with this
discussion. Participating countrics werc, therefore, requested to reflect on
these important problems sc thot proper preparation could be mede. It was
suggested thot the secretariat, in conbult;tion with cdelegations, would be
entrusted with the task of proposing guidelines for the discussion. These guide-
lines might toke into account, among other factors:

(a) technolegicel market and product changes;

(b) the inter- tic policies and the terms on which

(c) oxeminotion of possibilitiocs of ameliorating the impact of these
policics with o visw te bringing then more closely into line with the
objectives of the General Jgrcement;

and promcting the development of
the necessury resources such as raw

countries which are not participants.

o~

form the sceretoriat of eny idecs they might have

seting of the Comaittes will be held some time in October/
i ¢ snauet the snnu:l Tuvicw ond initinte

e
"'lJ_.L Ti fun

wvolopnents.
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Annex

PROTOCOL EXTENDING T.4E ARRANGEMENT REGLRDING
INTERNATIONAL TRADE IN COTTON TEXTILES OF 1 OCTOB&R 1962

The COUNTRIES PARTICIPATING ir the Arrangement Regarding International Trade
in Cotton Textiles (hereinafter referred to as "the Arrangement!).

Acting pursuant to paragraph (d) of Article & of the Arrangement,
HEREBY AGR:E as follows:
1. The period of validity of the Arrangement, set out in Article 14, and extended
by a Protocol which entered in%o force on 1 October 1967, shall be further extended
for a period of three years, i.e. until 30 September 1973.
2. The last sentence in paragraph 3 of Article 2 shall be amended to resd:
"It would, however, be desirsble that the overall increase should be
distributed as equally as possible in the annuel cuotas to be applied
over the period of validity of the irrangement.!
3. immex A shall be amended to read:
. 1

NANNEX 4

For purposes of Article 2 the percentages referrced to in paragraph 3
thercof shall be:

For Austria 209 per cent
For Denmark 33 per cent
For Norway . 3, per cent
For Sweden 33 per cent"

s This Protocol shall be open for acceptance, by signature or otherwise, by
governments participating in the Arrangement and by other governments accepting or
acceding to the Arrangement pursuant to the provisions of fArticle 11 thereof. It
shall be open to the European fconomic Community as such to accept this Protocol.

5. This Protocol shall enter intoc force onn 1 October 1970 for the countries which
have accepted it by that date. It shall enter into force for a country which
accepts 1t on a later date 2s of the date of such acceptance.

DOHE at Geneva this fiftecnth day of June one thousand nine hundred and seventy
in a single copy in the English and Trench languages, both texts being authentic.

1. . . I :

Having undertaken te proceed towards the concliusion of bilateral agreesments
under Articlc 4, the Buropean Bconomic Community holds the view that the medalities
for the implementation of Article 2 are no longer relevant in its case.



