
'% 

RESTRICTED 

GENERAL AGREEMENT ON Tj^vm 
TARIFFS A N D T R A D E Special Distribution 

Working Party, on Trade in Textiles Original: English 

STATEMENT BY MINISTER MARC3L0 RAFFAELLI. 
HEAD OF THE BRAZILIAN DELEGATION - 5 JUNE 1973 

To begin with I would like to bring to this Party's attention that the following 
statement is of a tentative nature, and should not be taken as engaging my Government's 
position. As a matter of fact, my delegation has not yet received definite instruc
tions, which will be forthcoming in due time. 

I beg your leave to repeat some information my delegation has brought to 
the attention of this Working Party during our May meetings. Such repetition st>cias 
desirable, however, as the previous data will be completed with information referring 
to 1971 and 1972, and comparison will be easier if we have all elements at hand. 

During the eleven-year period from I960 to 1970, Brazil's trade balance in tex
tiles with the EEC of Six, the United Kingdom, Denmark, Canada, the United States, 
Sweden and Switzerland shows a total surplus of $35 million in favour of Brazil. 

In the ten-year period from 1961 to 1970, Brazil imported $230 million of textile 
maoliinery,- the names of the Federal Republic of Germany, the United States, 
the United Kingdom, Switzerland, France, Japan and Italy, in this order, are the ones 
found most frequently among the two largest suppliers of each item. 

Let me now offer information on Brazilian textile imports from and exports to 
the United States and the nine members of the European Economic Community. I am 
including only these ten countries as they are the ones where the most severe restric
tions to our textile exports are to be found. In the United States, all Brazilian 
cotton textiles are subject either to specific limits or to consultation levels; in 
some of the EEC members, either all our cotton textiles or all our textiles - of any 
fibre and any degree of manufacture - are subject to restrictions. Besides, as the 
SEC and the United States are the two largest Brazilian trading partners, they are for 
us a source of very special concern. 
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Brazil exported in 1972, to the ten countries mentioned, the following anounts, 
in united States dollars (figures include yarn, fabrics and clothing of cotton, 
wool, linen and nan-nade fibres): 

Countries 1972 

United States 22,144,456 
F.R. of Germany 21,135,700 
France 1,611,884 
Italy 5,588,134 
United Kingdom 1,392,562 
Belgium-Luxembourg 7,736,904 
Netherlands 7,346,104 
Denmark 705,871 

. Ireland 417,241 

Brazil imported from, said countries, in 1972: 

Countries 1972 

United States 9,362,620 

F.R. of Germany 17,525,012 
... .France . 1,515,015 

Italy 1,800,009 
United Kingdom 1,981,409 
Belgium-Luxembourg 392,464 
Netherlands 1,727,101 
Denmark 10,918 
Ireland 221 

In 1971 and 1972, respectively, Brazil imported fron said countries, in 

United States dollars, the following amounts of textile iaachinery: 

Countries 1971 1972 

United States 6,719,972 10,684,659 

F.R. of Germany 22,992,255 44,013,165 
France 4,644,385 6,090,372 
Italy 3,180,291 5,637,553 
United Kingdon 11,668,485 10,187,736 
Belgium-Luxembourg 1,513,663 1,405,501 
Netherlands 920,992 3,568,410 
Denmark 44,247 30,369 
Ireland 13,219 39,500 

Total 51,697,509 Total 81,657,265 
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My next point is what we understand by the "problems that exist in 
international trade in textiles and textile goods" referred to in the 
preamble of the Council's decision of 3.0 April last (document L/3716/Rev.l). 

My delegation believes them to be the problems that each member of the 
Working Party faces because of the conditions now prevailing in the inter
national trade in textiles and textile goods. A number of members of this 
Working Party seemed to agree with this understanding, and we could mention, 
in support of such understanding, the statements made by the delegations of 
Japan, Hong Kong, Poland, Spain, India, Canada, Yugoslavia, Australia, Norway 
and Mexico, at least. If my recollection is correct, only three delegations 
did not expressly mention problems their countries faced, namely, Switzerland, 
the EEC and the United States. 

I confess I feel sympathy for the secretariat, as in the note they 
produced (document TEfyW/l6) to help us, they could not come out bluntly and 
say that some countries have presented problems while some others have 
not. Therefore, the secretariat had to resort to a solution that, frankly, 
is not a satisfactory one. In paragraph 9 of the note it is stated, and 
I quote: "It was against this background that delegates identified specific 
problems". But this approach presents a serious shortcoming: it presents 
as problems what in some cases were just comments that have not been presented 
as the problem of a given country. Therefore, such an approach cannot guide 
us as to the problems identified in connexion with each member of this Working 
Party, to which we must find solutions. 

Any solution which is not of complete liberalization must rest on a guarantee 
to those countries whose exports might be affected. Let me stress that I 
have on purpose avoided to say "a guarantee to exporting countries". It has 
already been said by a number of delegations that we may all be both exporters 
and importers} besides, when I say "countries whose exports might be affected" 
I want to make it clear that the day may come when countries now applying 
restrictions might themselves become subject to restrictions. 

To the end of having such a guarantee, no solution would be satisfactory 
if based on the present concept of market disruption and if the application of 
this concept would be carried out as it has been during the life of the Long-Term 
Arrangement. 
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Once again I shall insist on a point made by the Brazilian delegation during 
the May meetings. The definition of market disruption embodied in the Council of 
Représentatives' decision of 19 November I960 completely disregards the interest 
of the- exporting country. Bosides, as this delegation has already stated on 
2 May, the definition makes no reference at all to developing countries. 

-Even worse, the definition may have been unconsciously aimed against 
developing countries. Let us go back a few years, to the origins of the problem. 

The fifteenth session of the CONTRACTING PARTIES, in 1959, decided that the 
matter of "avoidance of market disruption" would be placed on the agenda of the 
sixteenth' session, and asked the Executive Secretary to pr'oparo a factual report 
on the question. The report, document L/116/+, examined come cases of market 
disruption, and its Annex B transcribed a note from the governments of the -
member States of the EEC concerning the problem cf market disruption. Two 
paragraphs of the raid note are relevant. 

Paragraph 3 stated- and I quote: "It should be mentioned that, as visualized 
by the Governments of the member States of the Community, the above problem 
(i.e., the problem of market disruption) pertains solely to market disruption 
caused by imports frcm abnormally low-wage countries. The present note, therefore, 
does not deal W.th problems likely to arise as a result of imports from State-
trading countries". 

Paragraph 9 of the S3T-G not? stated, and I quo he: "Historical experience Has 
shown that technical advance vhioh permits a rapid increase in the productivity 
of labour always precedes a general rire in the ."Living standard of the population 
as "awhole, which in tarn brings about*a-substantial rice in'industrial and 
agricultural wa^es. A country in process of industrialisation or of technical 
modernization enjoys, therefore, for a more or less lengthy period, the benefit 
of abnormally low costs as a resy.lt of the combined efforts of modern techniques 
on one hand and of the standard cf lr.vi.ng and wages inherited from its previous 
status on the other hand". 

These paragraphs, which, I can ̂ wâuie this Party, ara u-.<b quoted out of 
context, mean that according to the EEC of I960 the problem of market disruption 
exists ...'"because the developing countries succeed in their development efforts! 
No 'wonder that developing cc-untrie's were to suffer so much from the application of 
restrictions in the field of textiles. 

http://resy.lt
http://lr.vi.ng
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However, I960 has been over and done with for 13 years, so perhaps we can 
now go on to a more equitable understanding of market disruption and a more 
equitable application of measures to deal with its effects. 

In the view of the Brazilian delegation, the following elements should be 
included among those taken when assessing whether a case of market disruption 
exists: 

a comparison between the imports and production of the country claiming to 
suffer market disruption; 

a comparison between the exports of the country accused of provoking market 
disruption and the production of the country claiming market disruption; 

the balance of trade in textiles of the country claiming to suffer market 
disruption; 

the trend of production in the textile sector of the country invoking market 
disruption; 

the trend of employment in the textile sector of the country claiming to 
suffer market disruption; 

the trend of investment in the textile sector of the country claiming to 
suffer market disruption; 

the profitability of the textile sector of the country claiming to suffer 
market disruption; 

the sales of textile machinery by the country claiming to suffer market 
disruption to the country it accuses of provoking market disruption. This 
should cover a period of five to ten years, for instance. 

the indexes of productivity in the textile sector of the country claiming to 
suffer market disruption. 

These elements together with other pertinent indicators should be submitted 
an appropriate body, which would ensure that: 

consultation, previous to the application of any restriction, takes place 
between the country claiming market disruption and the countries whose 
imports the former wishes to restrict; 
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(b) restrictions are applied only after said body has recognized the 
existence of market disruption and has approved the imposition of restrictive 
measures; 

(c) due compensation is given to the countries affected by the restrictions; 

(d) readjustment measures are foreseen and there is reasonable expectation 
that they will be implemented in the near future; 

(e) the measure enters into force with a definite time-limit, after which 
it would not be renewed; 

(f) if the solution approved is the imposition of quotas, a liberal rate of 
increase shall be foreseen. 

If the country to which restrictive measures are to be applied is a developing 
one, the whole procedure of assessment, as well an eventual restrictive solution, 
should take this fact into account. 

Some of the above-mentioned criteria seem self-explanatory, but perhaps a 
few others would need some elaboration. 

Why imports should be compared to production, and not to consumption, is 
clear; the comparison to consumption is not valid when the country claiming 
market disruption is also a sizable exporter. Let us take, for instance, thé 
case of cotton fabrics in the Netherlands; in 1970 the Netherlands exported 
an amount equivalent to 61.9 per cent of its production, while its imports of 
the same good amounted to 56.2 per cent of said production. The Netherlands was, 
therefore, a net exporter of cotton fabrics. But, since that country only kept 
38.1 per cent of its production for domestic consumption, its imports amounted to 
60.1 per cent of apparent consumption, which is of course a staggering figure, 
but not as staggering as the 65.7 per cent referring to the ratio of exports over 
apparent consumption. 

The purpose of the second indicator in the list of criteria is to compare 
the amount of the exports which are supposed to be disruptive to the production 
of the country claiming market disruption. For instance, in 1971 Brazil exported 
to the United Kingdom about 1.5 million pounds (weight) of cotton yarn, fabric 
and clothing, but in 1972 received a quota of some 900,000 pounds, or 4.05 metric 
tons. This weight equals 0.002 per cent of the United Kingdom's production of 
cotton yarn in 1970, or 0.003 per cent of the United Kingdom's production of 
cotton fabrics in 1970. How much did the United Kingdom's economy benefit from 
a cut of 600,000 pounds in its imports from Brazil? 
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The .balance of "textiles trade of the covin try claiming market disruption 
could be an element of both economic and political significance. Politically, 
it could serve governments of countries where the textile sector is claiming for 
protection to recall to that sector that trade is a two-way street. 

The trend in employment should be complemented, as my delegation has already 
suggested in its 4 May statement, by data on foreign workers and specially foreign 
workers with temporary permits, as in Western Europe many countries now rely 
mainly on temporary foreign labour for the textile sector and thus the problem 
is much less of a political nature, and rather less of a social nature, than it 
is sometimes suggested. 

The point on exports of textile machinery by the country claiming to be 
suffering m.d. has a rather simple explanation. Since in international trade one 
must export in order to import, as well as import in order to export, those who 
sell a machine must be ready to buy what it produces. This is not a moral 
obligation, just common sense. If we all wanted to import only what we do not 
produce, imagine what this would mean to international trade. However, there 
is a faint moral element in this suggestion, specially in the case of developing 
countries: no developed country should be ready to sell a machine to a developing 
country either with the idea that it will not buy the goods issuing from the 
machine or with the hope that some third country will provide a market for them. 

That some developed countries actually behave in this manner is only a sore 
example of how some of GATT members interpret the ideals of international trade 
and co-operation... 

I arrive now at the so-called "appropriate body". I heard from a fellow 
delegate, in a private conversation, his doubts about a sort of textiles tribunal, 
which, in the opinion of this delegate, should not have the last word. Also, 
some believe that restrictions should be applicable without previous consultation, 
in cases of urgency. 

But in this case "plus ça change,, plus c'est la même chose".' 
What is the difference between the situation just described and the one obtaining 
today? 
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Who would judge the urgency of the situation? The country claining to 
suffer market disruption. Who would do as it pleased if there was no multi-
lateral recognition of a situation of narket disruption? The country invoking 
it, as it could always stop shipments from the other country before they left 
customs, even if the so-called "disruptive" country did not agree with the 
restrictions. Is this an improvement on today's situation? And, in this case, 
what is the difference between today1s situation and a so-called new solution, 
such as a multilaterally supervised safeguard clause? If the multilateral 
supervision remains on paper, where is the improvement? 

This is why the Brazilian delegation wholeheartedly agroes with the 
distinguished representative of the Commission of the European Communities, when 
he says that we should have reasonable and honest supervision; supervision 
a posteriori, after the house has been broken into, would be neither honest nor 
reasonable, and it is the kind of solution we do not need. 

Brazil would not be satisfied with a solution the sole 
purpose of which is to lend a tinge of legality to illegal actions. We would 
not accept a so-called solution if its sole purpose were to give an excuse for 
certain countries to take care of their interests as if GATT did not exist. 

We. have presented our problem; the solution we want for it must be serious, 
equitable and enforceable by mutual consent. Otherwise, it would be a token 
solution, not a real one. 

There are three further points I would like to make. The first is on ftie 
matter of new entrants in the field; an equitable solution should be found for 
these cases, a solution that takes adequately into account the interests of the 
new entrant, while treating with fairness other countries. 

The second point refers to the performance of countries that have been 
restricted by unilateral decision of the country applying the restriction. For 
instance, for a number of years Brazil has had in a certain European country 
a quota which is ridiculously small. Let us say the solution we reach here is 
one of gradual liberalization, with annual increases in present quotas. Should 
the present quota for Brazil be regarded as an adequate starting point? 
Evidently not, because were it twenty or thirty times larger, it would still 
be irrelevant in regard to all elements previously pointed out. So, again, this 
matter of countries restricted by unilateral decisions of other countries should 
be a matter decided upon in the context of any solution we might arrive at. 



TEX/W/21 
Page 9 

The third point has to do with the link between the textile problem and the 
MTN's. A number of countries, mainly the united States and the EEC, have been 
saying that we should solve this problem of what to do with the international 
trade in textiles before the MTN's start. Taking this matter out of the way of 
the MTN's would greatly facilitate the mandate they are going to receive for the 
new round of trade negotiations. 

However, a solution to the textile problem which is satisfactory to the 
countries now imposing restrictions on textile imports probably would not be the 
ideal one for countries suffering restrictions, Brazil among them. So, it would 
be naif on our part to close a deal on textiles and risk to have a similarly 
unsatisfactory solution in the MTN's. Therefore, whatever solution if arrived 
at for textiles - unless it is complete liberalization - should be considered 
as temporary and conditional to the results of the MTN's. 

I apologize if I have spoken at such length. But, as we have said before, 
Brazil is too interested in this question of international trade in textiles, 
and we wish both to contribute to and to participate in the search for a 
satisfactory solution. 


