
CONFIDENTIAL 
GENERAL A G R E E M E N T TEX.SB/2047* 

2 March 1994 
ON TARIFFS AND TRADE 

Textiles Surveillance Body 

ARRANGEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES 

Notification under Article 3:4 

Interim agreement between Canada and Costa Rica 

Note bv the Chairman 

Attached is a notification received from Canada of an interim agreement concluded with 
Costa Rica for the period 1 December 1993 to 30 June 1994, with respect to exports of underwear 
from Costa Rica. This agreement superseded an Article 3:6 measure.1 

Also attached is the notification made by Canada under Article 3:3. 

'Notification of the Article 3:6 measure is contained in TEX.SB/2037. 

'"English only/Anglais seulement/Inglés solamente 
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37-10-3-3-LATAM 

February 21, 1994 

Ambassador Marcelo Raffaelli 
Chairman 
Textiles Surveillance Body 
General Agreement on tariffs and Trade 
Centre William Rappard 
154 rue de Lausanne 
1211 Geneva 

Dear Ambassador Raffaelli, 
/ 

%i 
I writing to you further to my letter of November 11, 

1993, concerning the imposition of temporary restrictions on 
imports of underwear from Costa Rica to Canada. I am pleased to 
inform you that Canada and Costa Rica have concluded an interim 
agreement, pursuant to Article 3:4 of the Arrangement Regarding 
International Trade in Textiles (MFA). This interim agreement 
provides that Costa Rica will limit its exports of underwear from 
Costa Rica to Canada from December 1, 1993 until June 30, 1994, 
to a level of 1,165,000 units. 

The agreed 7-month restraint level of 1.165 million units 
represents an increase of over 29% above the 12-month level 
provided for in Annex B of the MFA. Since this is an interim 
measure, the agreed level is without prejudice to any further 
discussions between the two parties in this matter. Enclosed, 
please find copies of the Agreed Record of Discussions concluded 
between Canadian and Costa Rican negotiators and of an exchange 
of diplomatic Notes confirming the Agreed Record. 

Yours sincerely, 

'Jean Saint-Jacques 
Counsellor 
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DIPLOMATIC NOTE FROM THE CANADIAN EMBASSY» SAN JOSE 

Canadian authorities wish to refer to the agreed record 

of discussions signed by representatives of Canada and Costa Rica 

in San Jose on December 17, 1993 regarding the establishment of 

an interim measure to restrain the volume of imports of underwear 

from Costa Rica into Canada for the period December 1, 1993 to 

June 30, 1994 to a limit of 1,165,000 units based on the date of 

shipment without prejudice to any further discussions. 

The Canadian authorities wish to confirm their 

acceptance of the agreed record and propose that this note, 

together with the reply from the Costa Rican authorities 

confirming acceptance by their government, give effect to the 

agreement outlined in the agreed record. 
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R t r U B L I C A OK COSTA RICA 

MIHISTHIO OC IEUCIONES EXTERfORES Y CULTO 

PE/SRECI/098-94 

El Ministerio de Relaciones 

Exteriores y Culto - Direcciôn General de Politica Exterior -

saluda muy atentamente a la Honorable Embajada de Canada y tiene el 

O honor de hacer aviso de recibo de su attenta Nota No.01 de feeha 4 

de enoro de 1994, mcdiante la cual se haco referenda a las 

conversaciones sostenidas el pasado 16 y 17 de diciembre sobre la 

catégorie 9.0. 

Este Ministerio informa a eaa 

Honorable Embajada que, EL GOBIERNO DE COSTA RICA esta de acuerdo 

con el establecimiento de la medida temporal para restringir 

nuestras exportât:iones de ropa interior hacia dicho pais» a un 

nivel de 1.165.000 unidades, para el periodo comprendido entre el 

1 de diciembre de 1993 y el 30 de Junio de 1994. 

El Ministerio de Relaciones 
£ Exteriores y Culto - Direccidn General de Politica Exterior 

aprovecha la ocaeidn para rénover a la Honorable Embajada de Canada 
les expresionea de la mes alta y dietinguida consideracidn. 

San José, 08 de febrero de 1994 

A l.A HONORABLE 
EMBAJADA DE CANADA 
CIVPAPt-



Costa Rica - Canada Textile Product» Conaultatiogj 

Agreed Record of Discussions 

1. Delegations representing the Government of the Republic of 
Costa Rica and the Government of Canada met on December 16 and 17, 
1993, in San José, to discuss the export from Costa Rica of 
underwear (Category 9.C) for import into Canada. 

2. The two delegations had detailed discussions on the June 1993 
request for consultation en underwear from Costa Rica into Canada. 
No agreement was reached regarding this call for consultations. 

3. However, both sides put forth proposals to reach a mutually 
agreed solution and each delegation agreed to pursue the 
discussions at a mutually convenient date in 1994. 

4. They were able to reach agreement on the establishment of an 
interim measure to restrain the volume of imports of underwear 
originating in Costa Rica into Canada for the period December 1, 
1993 to June 30, 1994 to a limit of 1,165,000 units based on the 
date of shipment without prejudice to any further discussions. 

5. Delegations further agreed that in administering the-interim 
measure Costa Rican authorities would issue export licences to 
accompany each shipment of underwear originating in Costa Rica for 
export to Canada. 

6. The delegations agreed that their respective authorities would 
communicate to each others their responses to the ad referendum 
agreement at an early opportunity. 

7&UJÏ/ ^ P 
for the cuveinment of for the Government of the 
Republic of Costa Rica Canada 

San José» Costa Rica 
December 17, 1993 

« 
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(ÏÏfyr P t r tnanrn t <£ftiast'wn of (Canada 

to ty* y&nïïeà ^nt'wnsf 

|Ga Jft'usaian ^ermnnerttc au (ènnaàa 

zuiprcg beg ^nïiana fânïest 

1, rue du Pré-de-la-Bichette 
1202 Geneva 

September 20, 1993 

37-10-3-3-LATAM 

Ambassador Marcelo Raffaelli 
Chairman 
Textiles Surveillance Body 
General Agreement on Tariffs and Trade 
154 rue de Lausanne 
1211 Geneva 

Dear Ambassador Raffaelli: 

Attached, for your information, is a copy of a diplomatic 
note that was delivered on 30 June, 1993, to the Government of 
Costa Rica through the Canadian Embassy in San Jose. 
Unfortunately, through an oversight, a copy of this note had not 
apparently been forwarded to you. 

In the note, the Canadian authorities proposed that 
consultations be held between the two governments, pursuant to 
Article 3 of the Arrangement Regarding International Trade in 
Textiles, with respect to the export of underwear from Costa Rica 
to Canada. Included with the note are tables containing 
supporting information. 7rM„--./. . 

rfo 

1 Yours sincerely, 

/£/** fas* ^f+~ 
Jean Saint-Jacques 
Counsellor 

• - /* 
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DIPLOMATIC NOTE FROM THE CANADIAN EMBASSY. SAM JOSE 

The Canadian authorities wish to refer to the 
arrangement regarding International Trade in Textiles (MFA). 
Pursuant to Article 3/3 of the MFA the Canadian authorities 
hereby request consultations with Costa Rican authorities in 
respect to exports of underwear from Costa Rica to Canada. 

There has been a sharp and substantial increase in 
imports of underwear from Costa Rica which is causing disruption 
in the Canadian market and is threatening to impede the orderly 
development of trade between Canada and Costa Rica. 

Canadian manufacturers of underwear have experienced a 
significant decline in domestic shipments as a result of 
increased import competition. Domestic shipments fell from 78.8 
million units in 1990 to 64.1 million units in 1991, a decline of 
18.6 percent. In 1992, domestic shipments declined again by 8 
percent to an estimated 59 million units. The decline in 
domestic shipments during the 1990-1992 period amounted to 19.8 
million units, an amount equal to 25 percent of the 1990 shipment 
level. 

Imports of underwear increased by 29 percent between 
1990 and 1992, from 37 to 47 million units. During the first 5 
months of 1993, imports reached 26.37 million units, equal to 
almost 55 percent of the level of imports for all of 1992. As a 
result of the faster growth of imports over domestic shipments, 
the share of the Canadian market held by Canadian manufacturers 
declined from 68 percent in 1990 to an estimated 55 percent in 
1992. This represents the lowest domestic market share to date 
for this sector. 

From a level of 172,861 units in 1990, imports of 
underwear from Costa Rica rose to 744,171 units in 1992. The 
surge in imports of underwear from Costa Rica between 1990 to 
1992 represents an increase in volume of approximately 331 
percent over a 2 year time span. Shipments of underwear from 
Costa Rica to Canada have continued to surge in 1993 reaching a 
level of 1,221,646 million units for the first 4 months of this 
year, an increase of 64 percent over the entire level shipped in 
1992. As a result of this significant and continued surge, Costa 
Rica has emerged over the twelve-month period ending March 1993 
as the third largest unrestrained low-cost supplier of underwear 
to Canada. Imports of underwear from Costa Rica currently exceed 
15 restraint levels Canada has in place on imports of underwear 
from other exporting countries. 

The low prices at which underwear from Costa Rica is 
offered in the Canadian market also contributes to the market 
disruption being caused in this sector. The average FOB import 
price of underwear sourced in Costa Rica in 1992 was dlrs Cdn 
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0.84 per piece, compared with an average price of underwear 
imported from all countries of dlrs Cdn 1.16 per unit. The 
warehouse price for underwear from Costa Rica is equivalent to 
only 53 percent of the price of Canadian made underwear. 

The loss of sales to low-cost imports has severely 
affected the Canadian industry, leading to reduced capacity 
utilization, lay offs and plant closures. Two plants were forced 
to cease operations in 1992, leading to the loss of 300 permanent 
jobs. The remaining plants are operating at 70 percent capacity. 
Competition from low-cost imports has also prevented Canadian 
manufacturers from increasing prices to reflect higher costs, 
thereby severely depleting the earnings of Canadian underwear 
manufacturers. 

The attached annexes provide further details regarding 
imports of underwear from Costa Rica, in particular for the 12 
month period ending in March 1993, which is the reference period 
referred to in Annex B of the MFA. Also included is data on the 
evolution of the apparent Canadian market for underwear for the 
period 1990 to 1992. 

In light of the disruptive situation facing Canadian 
manufacturers as a result of these imports, Canadian authorities 
propose consultations at a mutually convenient date and locale. 
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1.31 
0.71 
048 
6.88 

1341 
0.68 
0.00 

4.37 

2.08 
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1.0» 

1*02 

0.52 
2.4* 
0.00 
0.07 
0.00 
0.00 
1.20 
2.13 
0.00 
1.00 
0.00 
0.34 
0.34 
0.83 
0.60 
1 . * * 
8 4 * 
1.8* 
0.*1 
0.43 
6.7» 
648 
8.06 
1 4 * 

8 1 4 * 
7.29 
0.71 
0.4* 
040 
1.68 
1.44 
0.7* 
0.80 
6.83 
6.60 
0.00 
0.68 

4.41 

2.22 

1.47 

1.1* 

MOTtt 'Met 
pfleaa far aaai 

calaulatlana 
U auamltlaa Mill 
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