GENERAL AGREEMENT ON CORFIDENTLAL, -
TEX.SB/%W/190

TARIFFS AND TRADE | 1 November 1979

Textiles Surveillance Body

DRAPT REPORT OF TH. FIFTEENTH MEETING (1979)l
1. The Textiles Surveillence Body held its fifteenth meeting in 1979 from

24 to 26A0ct0ber.~ The following members, or alternates replacing Jnembers. were
3

-
-

2
present during the session™: Messrs. Chau, El Gowharl . de Gouvion St. -Cyr
Kujirai 6 Patek,K Shepherd and Suarez. : RENE

Sweden/Korea

2. The TSB has received a notlflcatlon from Sweden of a new two—year Artlcle hh
agreement concluded with Korea (C) which, 1n accordance with an eariler TSB o
recommendation, only covered products of cotton wool or man~made flbres ) The
previous‘agréement (B) which contained textile products of all fibres and was
not reviewed by the TSB) succeeded an eerlier one (A). - ' iy

3. In rev1ew1ng thls agreement the ZSB noted that the carryover and cerrv '
forward provlded were less than those provided for in the prev1ous agreement.
”he TSB took note of the statement by the Swedlsh renresentatlve that these were

e

l?lnetyathlrd meetlng overall of the TSB.

2%: Valdenenas absent, alternete not avellable.

3Part attendance . - T
b o2t

For ease of comnerlson the new agreement covering the two years 1 March 1979
to 28 February 1980. and 1 March 1980 to 23 February 1901, is referred to as (C)
The previous agreement,6 covering the period 1 March 1978 to 28 Februery 1979, is
referred to es fB) The earlier agreement. covering the period 1 July 1975 to

30 June 1976. as extended through 31 December 1977. is referred to as (n).

5For the TSB conclusion that this agreement was inconsistent with

Article 12:1 of the MFA. see COM. TEX/SB/338 naragrenh 3.
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the emounts that could be provided at that juncture. Observing that the cerry
forwerd amounted only to 2.5 per cent. the TSB recalled its previous observation
that the margins of flexibility laid down in paragraph 5 of Annex B were to be
observed. The TSB expressed the view that every .effort should be made to ensure
that the flexibility provisions of future agreements are in conformity with the
provisions of the Arrangement.

4. In reviewing the new agreement. the TSB noted the absence of swing and
recalled its earlier observations that swing was one of the essential elements
in agreements under Articles 3 and 4 (CON.TEX/SB/69. paragraph 4). The TSB also
recalled its previous observation concerning cases where the exporting country
waives its right to swing as a reflection of the mutual recognition of the
minimum vieble production principle (COM.TEX/SB/365, peragreph T4). The TSB
concluded that these observations would also apply to’this case.

5. The TSB also noted that the new agreement provided for e considerably lower
rate of growth between the two annual periods in the agreement than the growth
of not less than 6 per cent prescribed in the MFA. The 'SB recognized that the
lower growth rate reflected the parties’ understanding that implementation of
the 6 per cent growth provisions of the Arrangement could contribute to the then
ekisting threat to Sweden’s minimum viable production. as foreseen in paragraph 2
of Annex B.1

6. At the time of its review of agreement (B), the TSB took note of stetements
by the Swedish and Korean representative that there were reductions in comparison
vith the preceding agreement (A). During its review of the latest agreement (C).

1The relevant words of the paragraph read as follows: In exceptional cases
vhere participating importing countries have small markets, an exceptionally high
level of imports and correspondingly low level of domestic production and the
implementation of the above growth rate would csuse damage to those countries’
minimum viaeble production, & lower positive growth rate may be decided upon
after consultation with the exporting country or countries concerned. ’

A
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the TSB noted that..in agreement (B). a quota of 900 tons had been esteblished: -
for a group of products for which the exnort performance of Korea to Sweden was-
very smell and that this @id not eappear to justify a restriction. This was
stated by the representative of Xorea. For the reasons mentionedé in parsgraph 1
ebove the TSS did not refer to these elements in its earlier report.

T. - For these ressons. comparison was only made between the levels in the new .
agreement (C) and the corresponding 1977 levels in sgreement (A). Such a-
comparison showed that the overall eggregate limits in both the first and
second years of the new agreement (C) involved conblderable reductions on the
total of the 1977 restraint levels established in agreement (A) plus the roll-
back levels w1th respect to the newly introduced items. The‘TSB also noted that
the annual aggregate limits for the two arreement years were lower than the
total of individual limits established in this asgreement (C). (i.e. Korea will °
not be able to fulfill all of its quotss).

3. The TSB was informed by the Swedish authorities that the reduction in
access, es:well as other elements of this agreement were'agreed‘to by the two
perties pursuant to the relevant prov151ons of the Arrangement end the Protocol
of Exten51on 1n partlcular paragraph 6 thereof

9. While fully recognlzlng Sweden s rlvht to nrotect its. mnnlmum v1able _
preduction, the LSB held that naragranh 6 of tne Understandlng reached by the
Textiles Committee on 1! December 1977  could not be invoked as a general waiver
of particulsr oblirstions under the”Arrenbement and recommended that. if the
agreement (C) was to be extended. mod1f1ed or renewed both parties thereto
should adhere to this Drlnclple '

10. 'he TSB, in maklng the observatlons c1ted above noted that Sweden hac
negotiated an agreement with yet another country which represented a reductlon in
access for the exporting countries co_ncerned,l The TSB also noted, however. that

lSweden/Honp; Kong;. COM. T;X/SB/h29 paracreph 24; Sweden/Macao.
COM."EX/SB/UTT. paragraph 12.
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nominal growth was provided between the first and second years of the new
agreement (C). The TSB recommended that if the new agreement (C) were to be
extended. modified or renewed. both varties concerned should take fully into
account all the observations cited above. The TSB especially recormencded that
some growth be contained in any future agreement.

11. After concluding its examination. the TSB agreed to transmit the text of
the agreement to the Textiles Committee see COM.TEX/SB/LTS.

Sweden/Hong,Koég

12. The TSB has received a notification from Sweden of a new two-year Article k4
agreement concluded with Hong Kong. The agreement supersedes a previous fifteen-

month agreement ending 31 March 1979.;

13. In reviewing this agreement the TSB noted thet the carryover and carry
forward provided were less than those provided for in the previous agreement.
The TSB took note of the statement by the Swedish representative that these
were the amounts that could be provided st that juncture. Observing that the
caxrry forward smounted only to 2.5 per cent. the TSB recalled its previous
observation that the margins of flexibility laid down in paragrapﬁ 5 of Annex B
were to be observed. The TSB expressed the view that every effort should be
made to ensure that the flexibility provisions of future agreements are in

conformity with the provisions of the Arrangement.

1k, The TSB also noted that the new agreement provided for a nominal rate of
growth between the two annual periods in the agreemént_ i.e. 1 April 1979 to
31 March 1980, and 1 April 1980 to 31 March 1981, considerebly lower than the
growth of not less than 6 per cent prescribed in the FA. The TSB recognized
that the lower growth rate reflected the parties’ understanding that

lFor previous agreement. see COM.TEX/SB/L22; for the TSB comments thereon
see CO{.TEX/SB/429. paragraphs 24 to 26.
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implementation of the & per cent growth provisions of the Arrangement could
contribute to the then existing threat to Sweden s minimum viable production. as

foreseen in paragraph 2 of Annex 5.t

15. The TSB also noted that whereas the restraint levels established for those
products previously under restraint in the preceding agreement were increased
approximately by 1 per cent K new products have been brought under restraint as
well as‘prdducts which were previously subject to an export authorization system.
When comparlng the overall aggregete limit in the new agreement with the aggrevate
11m1t of the precedlng one. plus the rollback levels with respect to newly—
introduced items. the TSB noted that contrary to its predecessor., there was ﬁ

nominal growth in the present one.

16. The TSB took note of the statements by the representatives of both parties
concerned, that the increase referred to in varagraph ! accommodated some swing
with respect to most of the categories under restraint and that given the
nominal rate of growth, the built in swing could be lower than the 1 per cent

swing accorded in the previous sgreement.

17. The TSB recommended that if this agreement were to be extended. modified or
renewed. both parties concerned should take fully into account all the observations
cited above. The TSB especially recommended that some futher growth be contained
in any future agreement.

16. After concluding its examination. the TSB agreed to transmit the text of the
agreement to the Textiles Committee see COM.TEX/SB/LT9.

LThe relevant words of the paragraph read as follows: In exceptional cases
where participating importing countries have small merkets., an exceptionally high
level of imports and correspondingly low level of domestic production and the
implementation of the above growth rate would cause damage to those countries’
minimum viaeble production. a lower positive growth rate may be cdecided upon after
consultation with the exporting country or countries concerned.:
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Article 3:5 notification

19. At the end of the meeting, the Chairman informed the Body that he had
received a notification from Canade_. under Article 3:5 of the Arrangement,
concerning the imposition of quantitative restrictions on shirts with tailored
collars for men and boys, on blouses and shirts for women and girls., and on
skirts and dresses. when imported from India during the period 1 October 1979 to
30 September 1980. The TSB would conduct its examination of the matter within
thirty days of its receipt of the notificetion as required under Article 3:5(iii)
of the MFA.



