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Dear Mr .Ambassador , JTIT prr-
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I have been directed "by- my -Government to inform you 
that on April 30, 1991 my Government received a request for 
consultations from the authorities of Canada in respect of 
three product categories,—Winter Outerwear, Underwear and 
Bedsheets— in terms of paragraph 29 of the Memorandum of 
Understanding (MOU) between the Government of Canada and the 
Government of the Republic of India regarding trade in 
certain textiles negotiated under the Arrangement regarding 
International Trade in Textiles (MFA) as extended by the 
Protocol of 1986. The Call Note also contained a request to 
hold the level of exports in the above product Categories 
during the 90 day period beginning April 30, 1991 to the 
formula limits as provided for in paragraph 31 of the MOU. A 
copy of the Call Note is attached herewith (Annex). 

2. The Governemnt of India responded positively to the 
request for consultation from the Government of Canada in a 
spirit of goodwill and co-operation. The factual statement 
accompanying the Call Note did not contain adequate data and 
information in terms of paragraph 29(b) of the MOU and Annex 
A of the MFA read with paragraph 6 of the Protocol of 
Extension of 1986, and, therefore, a request was made to the 
Canadian Government to supply "the latest , available and 
relevant specific factual information" before the 
consultations. However, specific information on certain 
factors relevant for assessing the existence of a situation 
of market disruption or threat thereof was not made 
available by Canadian auhorities either before or during the 
consultations. 

3. Consultations were held between the delegations of 
the Governemnts of India and Canada at New Delhi on June 
4-7, 1991. The Canadian delegation justifieid their stand on 
proposing restraints on Winter Outerwear, Underwear and 
Bedsheets on grounds that a sharp and substantial increase 
in imports of these products from India was causing 
disruption in the Canadian market and was threatening to 
impede the orderly development of trade between the two 
countries. They further alleged that the average prices of 
these products (Winter Outerwear, underwear and bedsheets) 
sourced in India in 1990 were lower than the prices of 
comparable Canadian products. 

4. The Indian delegation analysed the available data and 
information presented by the Canadian delegation and found 
that no case of market disruption or threat thereof could be 
established in any of the three categories. While 
the Canadian delegation subsequently agreed to withdraw the 
call on Bedsheets for technical reasons, they continued to 
maintain their stand on Winter Outerwear and Underwear. 
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5. Annex A of the MFA requires Canada to show " 
the existence of serious damage ...."or" actual threat 
thereof " on the basis of: 

" an examination of the appropriate factors 
having a bearing on the evolution of the state 
of the industry in question, such as turn over, 
market share, profits, export performance, 
employment, volume of disruptive or other imports, 
production,utilisation of capacity, productivity 
and investment.No one or several of the factors 
can necessarily give decisive guidance". 

Paragraph 6 of the Protocol of extension of 1986 
further enjoins on the Canadian Governemnt 

"that actions based on the existence of serious 
damage to domestic producers or actual 
threat thereof in terms of paragraph I of Annex 
A cannot be based solely upon the level of imports 
or growth thereof. Participants agreed that in 
determining a situation of market disruption, due 
consideration has to be given to the evolution of 
the state of the domestic industry in the importing 
country, including its export performance and the 
market share held by the industry". 

6. It is the contention of my Government that despite 
the foregoing clear guidelines, Canadian authorities sought 
to justify their action solely on the basis of growth in 
imports from India to the exclusion of other factors. The 
following analysis of available data will show that a case 
of market disruption or threat thereof was not conclusively 
established by the Canadian Government in the product 
categories of Winter Outerwear and Underwear on account of 
imports from India in 1990. 

WINTER OUTERWEAR 
Apparent Canadian Market 

(in '000 units) 
1988 1989 1990 

(i) Domestic Shipments 
(ii) Total Imports .... 
(iii) Apparent Canadian Market 
(iv) Exports 
(v) Imports from India 
(vi) Share of India in total 

imports (%) 
(vii) Market Shares ACM 

Canada 
Total Imports 
India.... 0.01 0.76 3.7 

3481 
4321 
7802 
152 
1 

0.02 

45 
55 

3702 
5234 
8936 
66 
68 

1.3 

41 
59 

3815 
5663 
9478 
255 
351 

6.2 

40 
60 



(a) Sharp and substantial increase in imports from India: 

It is no doubt true that imports form India increased 
sharply in 1990 in percentage terms. But this increase had 
come about from a very low base in 1989 and India is a new 
entrant to the Canadian market in this category. Despite 
"sharp" increase in percentage terms, the increase in 
absolute terms is very modest. The shares of India's 
imports in the total imports and in the ACM are 6.2% and 
3.7% respectively and these could not and did not cause any 
serious damage or threat thereof to Canadian producers. 

(b) Production: It is observed that despite increases in 
total imports and imports from India, there had been no loss 
in production in 1990. On the contrary, production had been 
registering continuously steady increases from 1986 to 1990. 
The market share of Canadian producers in 1990 was also 
almost the same as in 1989. There could therefore be no 
question of the Canadian industry being subjected to any 
serious damage or threat thereof on account of either total 
imports or imports from India. 

(c) Exports: Exports from Canada went up dramatically from 
65,752 pieces in 1989 to 255,059 pieces in 1990 registering 
an increase of 288%. This coupled with the fact that 
production has also been increasing steadily reflects the 
sound health of the industry. 

(d) Price Factor: Canadian authorities had made a comparison 
of India's prices with only those of their own producers and 
not with those of other suppliers. Even here, it is not 
clear whether the comparison of the prices had been made at 
comparable stage of commercial transactions. Further, the 
products of India cater to a different segment of the 
Canadian market and are not of comparable quality. Canadian 
authorities had not been able to establish that the products 
of India are offered at prices which are substantially 
below those prevailing for similar goods of comparable 
quality in the Canadian market 

UNDERWEAR 

APPARENT CANADIAN MARKET 
(in '000 Units) 

1988 1989 1990 

Domestic Shipments 81,269 85,263 79,042 
Total imports 25,636 29,475 37,783 
Apparent Canadian 1,06,905 1,14,738 1,16,825 
Market 

Imports from India 352 704 1,239 
Share of India in 1.37 2.39 3.28 

(i) 
(ii) 
(iii) 

(iv) 
(v) 
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76.02 
23.98 
0.33 
-

74.31 
25.69 
0.61 

679.62 

67.66 
32.34 
1.06 

699.50 

(v) Share of India in 1.37 2.39 3.28 
total imports (%) 

(vi) Market Shares in ACM 
Canada 
Total imports 
India 

(vii) Exports 

(a) Sharp and substantial increase in imports from India: 
Here again, despite sharp increases in imports from India in 
1989 and 1990 in percentage terms, the increases in absolute 
terms are very modest. India's shares in 1990 in total 
imports and ACM were 3.28% and 1.06% respectively. These 
cannot be the reasons for any alleged disruption to the 
Canadian market. 

(b) Production; Domestic production shows a slightly 
fluctuating trend during the years 1988 to 1990. After 
having risen in 1989, it fell in 1990. However, there is no 
causal link between total imports/imports from India and 
domestic production. When total imports rose by 15 per cent 
in 1989, domestic production also rose. An increase of 28.2 
per cent in imports in 1990 brought about a marginal fall in 
production. The reasons, therefore, for the fall in 
production in 1990, are not due to increase in imports but 
due to other factors. Further, domestic producers continue 
to have a dominant share in the market with 68 per cent in 
1990. 

(c) Exports: That the decline in production in 1990 is an 
isolated feature is supported by the behaviour of exports. 
Exports not only maintained their trend in 1990 at the 
previous level but also increased marginally. Since this 
increase is in volume terms, it cannot be ascribed to 
inflation or currency fluctuations. 

(d) Price Factor; Here again, the price comparison done by 
Canadian authorities suffers from the infirmities and 
inadequacies as in the case of Winter Outwear. For these 
reasons, it cannot be affirmed that Underwears sourced in 
India are offered at prices which are substantially below 
those prevailing for similar goods of comparable quality in 
the Canadian market. 

7. It is the contention of my Government that in view of 
the analysis at paragraph 6 in respect of the product 
categories of Winter Outerwear and Underwear, there is no 
market disruption or threat thereof on account of the 
imports from India into Canada of these products. 

8. Despite the foregoing assessment, the Canadian 
delegation was not prepared to withdraw the calls for 
consultation including the 90 days limit. Since then, the 
90 day limits have also been converted into formula limits 
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for 1991. My Government views this development with great 
concern. The action of the Government of Canada is 
violative of the letter and spirit of the MOU as well as the 
MFA and its protocol of extension. The action of the 
Government of Canada has further caused serious disruption 
and dislocation in trade and industry in India which has 
diversified its lines of production and exports recently.The 
action has also seriously eroded the security of access 
provided for in the MOU at a time when India is faced with 
serious BOP problems and depletion of foreign exchange 
reserves. 

9. In view of the above, my Government would like to 
invoke paragraph 4 of Article 11 of the MFA and request 
prompt consideration of this matter by the TSB. 

Yours sincerely, 
<— 

( B.K. Zutshi ) 

H.E. Ambassador Marcelo Raffaelli, 
Chairman, 
Textiles Surveillance Body, 
GATT Secretariat, 
Geneva 
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The Canadian High Commission presents its compliments 

to the Ministry of Externa.! Affairs and has the honour to refer 

to the arrangement regarding international trade in textiles 

(MFA) and to the Memorandum of Understanding between Canada and 

the Republic of India regarding trade in certain textiles (MOU). 

Pursuant to paragraph 29 of the MOU, the Canadian authorities 

hereby request consultations with Indian authorities in respect 

of experts from India of winter outerwear: underwear: and 

bedsheets. 

A sharp ami substantial increase in imports of thesi 

textile products from India is causing disruption in the Canadian 

market and is threatening to impede the orderly development of 

trade between our two countries. 

The Canadian market for winter outerwear has been 

disrupted as a result of increased imports from India. Domestic 

shipments have essentially remained flat in 1990 rising by only 

3%. During that period total imports rose from 5.579 million 

units in 1989 to 6.120 million units in 1990, an increase of 
f 

9.5X. This has led to a drop in the market share held by 
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Canadian producers from 40% in 1939 to 38% in 1990. This follows 

a drop in market share from 44% in 1988. As a result the 

percentage of the Canadian market held by importers has risen 

from 56% in 19S8 to 60% in 19S9 and 62% in 199G. 

In the twelve months to the end of January 1931, 

imports from India uere 354,322 units. During this twelve month 

period, India was the largest unrestrained low-cost supplier to 

Canada and the fourth largest low-cost supplier overall. Imports 

from India exceeded the restraint levels negotiated with fifteen 

other countries. In 1390, imports of winter outerwear from India 

were 331,123. This is an increase of 409% over 1989 when imports 

from India totalled 63,925 units. lSZ'i imports were 1,000 units. 

India accounts for 41% of all unrestrained low-cost imports of 

winter outerwear. 

The average price for winter outerwear sourced in India 

in 1990 was Cdn S16.00 per unit. The derived Canadian_warehouse 

door price was Cdn 317.61. This compares with Cdn S56.92 per 

unit. The increase in low-cost imports has resulted in plant 

closures and a reduction in orders and capacity utilization among 

remaining manufarturers. Not including plant closures, lay-offs 

have amounted to 275 people, with further lay-offs of 125 

anticipated in 1331. As well as plant closures, low-cost imports 
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have caused price suppression in the Canadian market, preventing 

manufacturers from passing on price increases and depleting 

earnings. 

In 1990, net Canadian shipments of underwear declined 

by 7% (i.e. from 85 million units in 19S9 to 79 million units in 

1990). During this same period total imports increased by 23% 

(i.e. from 30 million units in 1989 to 38 million units in 1990). 

As a resuit, the share of the Canadian market, for underwear 

supplied by domestic manufacturers declined sharply from 7-1% in 

1989 to only 6S% in 1990. This represents the lowest domestic 

market share to date for this sector. Advance orders are almost 

non-existent. In 1990 alone employment fell by some 17"i (i.e. 

523 jobs). Capacity utilization, which was 80% as recently as 

1929, was only 60% in 1990. 

In 1990 imports of underwear from India vsere 1,234,763 

units, an increase of 75% over the 193.9 level of 704,374 units. 

In 1938 imports were 352,000. As a result India has emerged as 

the largest unrestrained low-cost supplier to the Canadian market 

and the fifth largest loi>-c:>st supplier overall. During this 

period imports from India exceeded imports of seven of eleven 

restrained sources. 

. . .4 
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The import price for underwear sourced in India in 1990 

is Cdn SO.47 per unit. The derived warehouse door price is Cdn 

SO.71 per unit. This compares with Cdn S2.53 per unit for the 

Canadian-made product. 

'In 1990 net domestic shipments of bedsheets declined by 

5%; this follows a decline of 7.5% in 1989. Imports of bedsheets 

rose by 9% from 8.8 to 9.6 million units. As a result the share 

of the market held by Canadian manufacturers, .fell from 39% in 

1989 to 26% in 1990. This has resulted in a reduction of 

capacity utilization to 66% and lay-offs of over 200 people in 

the first 9 months in 1990. 

Impcrts of bedsheets from India rose rapidly from a nil 

level in 1989 to 260,000 in 1990. India has become the second 

largest unrestrained low-ccst supplier of bedsheets to Canada in 

1990. 

The average price of bedsheets from India in 1990 was 

Cdn S3.66. The derived warehouse price is Cdr. S5.49. This 

compares with the price of Cdn S7.85 for the Canadian-made 

product. 

In view of the market disruption caused by imports from 

India and the equity provisions in Canada's arrangements with 

restrained suppliers, Canadian authorities request consultations 
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with Indian authorities with a view to reaching a mutually-

acceptable conclusion in this matter. The Canadian authorities 

propose that consultations be held in New Delhi on June 4-7, 

1991. Pursuant to paragraph 31 of the MOU, Canadian authorities 

request that during the 90-day period beginning on April 30, 1991 

Indian authorities hold exports to Canada to a level not greater 

than 35% of the level of imports for the 12-month period ending 

in January 1991. These levels are (a) for winter outerwear: 

124,034 units; (b) for underwear: 527,961 units; (c) for 

bedsheets: 91,798 units. 

Tiie Canadian Hiih Commission avails itself of this 

opportunity tc renew to the Ministry of External Affairs the 

assurances of its highest consideration. 

NEW DELHI, April 30, 1391 



APPARENT CANADIAN MARKET WINTER OUTERWEAR (000 UNITS) 

1988 1989 1990 

Domestic Shipments 

Low cost imports 

Indian imports 

Total Imports 

Apparent Canadian Market 

Domestic ACM Share (%) 

.Import ACM Share ( % ) 

INDIA:MFA TADLES FOR WINTER OUTERWEAR IMPORTS (UNITS) 

BY DATE OF ENTRY FOR 1939. 1990 AND 1991 

1989 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

ENTR.IJJL 

0 

0 

24,112 

2,430 

38,412 

1,975 

1,796 

200 

3,481 

4,153 

1 

4,321 

7,803 

44 

5c 

3,702 

5,434 

69 

5,579 

9,281 

... 40 

60 

3,815 

5,969 

351 

6,120 

9,915 

33 

62 

12 MO TOT 

68,925 

Y-T-D 

0 

0 

24,112 

26,542 

64,954 

66,929 

68,725 

68,925 

o 
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1990 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

1991 

0 

60 

9,000 

22,224 

10,212 

37,806 

55,572 

102,351 

56,937 

37,131 

17,390 

2,440 

68,925 0 

68,985 60 

77,985 9,060 

100,209 31,284 

110,421 41,496 

148,227 79,302 

179,687 134,874 

279,508 •• 237,225 

298,133 294,162 

333,289 331,293 

348,833 348,683 

351,123 351,123 

JANUARY 3,319 354,382 3,319 



APPARENT CANADIAN MARKET UNDERWEAR (OOP UNITS) 

1988 1989 1990 

Domestic shipments 

Low cost imports 

Indian imports 

Total imports 

Apparent Canadian Market 

Domestic ACM Share (%) 

Import ACM Share ( •/. ) 

81,269 

22,477 

352 

25,636 

106,905 

76 

24 

85,263 

25,722 

704 

29,475 

114,738 

... 74 

26 

79,042 

30,550 

1,239 

37 ,783 

116,825 

68 

32 

INDIA: MFA TABLES FOR UNDERWEAR IMPORTS (UNITS) 

BY DATE OF ENTRY FOR 1989. 1990 AND 1991 

1989 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

ENTRIES 

32,029 

101,400 

48,097 

102,000 

102,000 

67,760 

96,000 

42,400 

12 MO TOT 

704,374 

Y-T-D 

144.717 

246,117 

294,214 

396,214 

498,214 

565,974 

661,974 

704,374 
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1990 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 

OCTOBER 

NOVEMBER 

DECEMBER 

36,000 

600 

97,500 

111,042 

134,690 

107,373 

135,580 

134,550 

204,404 

73,260 

195,000 

1,764 

1 

1 

1 

1 

1 

1 

698,819 

652,379 

729,290 

836,828 

939,489 

945,462 

,032,945 

,065,495 • 

,167,899 

,173,399 

,275,399 

234,753 

1 

1 

1 

36,000 

36,600 

134,100 

245,142 

379,832 

487,205 

622,785 

757,335 

961,739 

,034,999 

,232,999 

,234,763 

1991 

JANUARY 303,696 1,508,459 309,696 



APPARENT CANADIAN MARKET BEDSHEETS (OOP) UNITS 

Net Domestic Shipments 

Low cost imports 

Indian imports 

Total imports 

Apparent Canadian Market 

Domestic ACM Share (%) 

Import ACM Share ( 5i ) 

1988 

6,228 

7,538 

0 

8,790 

15,019 

41 

59 

1989 

5,760 

6,193 

0 

8,784 

14,544 

39 

61 

1990 

5,458 

6,946 

262 

9,590 

15,048 

36 

64 


