'GENERAL AGREEMENT ACCORD GENERAL SUR

CONFIDENTIAL
ON TARIFFS AND LES TARIFS DOUANIERS TEX.55/210/4dd. 1
TRADE ET LE COMMERCE 15 April 1977
Textiles Surveillance Body Organe de surveillance des textiles

ARRANCEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES

Information received from India

Note by the Chairman

I attach a report received from India in connexion with the TSB'!'s request
contained in document COM.TEX/SB/ZQS. For reference see documents TEX.SB/167,
184 and 184/Add.1.

ARRANGEMENT CONCERNANT LE COMMERCE INTERNATIONAL DES TEXTILES

Renseignements communiqués par 1'Inde

Note du Président

Les membres de 1'0ST trouveront ci-joint un rapport recu de 1'Inde, au sujet de
la demande de 1'0ST qui figure dans le document COM.TEX/SB/225. Les documents &
‘consulter portent les cotes TEX.SB/167, 184 et 184/Add.1.




D 1 ooC 1SS D

e 29

Voooro s

: T : PERMANENT MISSION ORJINPIA
InALE VST 1 ; i : TO THE UNITED NATIONS OFFICE
! 9, RUE DU VALAIS
|

1202 GENEVA
TELEPHONE : 3208 69

. No .GEN/PMI/ 204/18/ 76 April 1@, 1977
hit . .

G tnt’, T\;b ) X

CrFile CF DG
C.tauhit
Conk v

|
The Permanent Mission of India to the GATT in Geneva
presents its compliments to the Textiles Surveillance Body
(TSB) established under the Arrangement regarding Inter-
national Trade in Textiles, 1974 and presents the following
report in pursuance of the decision of the TSB dated the
20th December, 1976 in the matter concerning certain
unilateral quantitative restraints imposed by the Government
of Sweden on the import of woven blouses of all fibres
(BTN 61.02.505) and bedlinen of cotton (62.02.110) with
effect from July 1, 1976, In the decision of 20 December
1976 under reference, the TSB had recommended to both the
partieis to resume negotiations and had also suggested that
Sweden should 1ift the unilateral restrictions before the
opening of the consultations. The TSB had requested the two
parties to inform them of the result of these negotiations
by 10th March, 1977.

24 In pursuance of the above decision, the Swedish
Government expressed its willingness to revoke the unilateral
quotas during the period 16th January to 15th February 1977
and instead to apply the quotas during this period worked
out according to the average recommended by the TSB. They
also suggested the holding of consultations in Delhi during
20th to 25th January, 1977. In addition to the consultation.
on blouses and bedlinen, they also requested for consultation
on exports to Sweden of woven shirts of cotton and men's
and boys' wear also, Although itdid not appear to be the
intention of the TSB that during the pendenc{ of consultations
any quotas should be administered by Sweden but that only
. India should cooperate in ensuring that shipments during

this period do not exceed certain limit in the nature of an
auto limitation, the Government of India agreed to the interim
arranggment suggested by Sweden so that consultations may
proceed.

3. One round of consultations was held in New Delhi on
January 20 to 24, 1977 but no agreement could be reached.

The Swedish side also made available during these consultatims
data concerning shirts on which they were relying Government
of India agreed to study these. By a Note Verbale dated 14th
February, 1977, the Swedish Government pointed out that
although no agreement could be reached in the first round

and there were substantial differences of principles, it

would be willing to resume consultations. In an endeavour

to find in a cooperative spirit a mutually acceptable solution
to the problems, the Government of India agreed to resume
consultations. Since the resumed consultations could be held
a 1little after the time limit prescribed by the TSB, the TSB
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was also request~d to grant an extension in the time limit

for submitting the report. The second round of consultations
took place in Geneva on 21st and 22nd March, 1977. The
Government of India regret to inform the TSB that no agreement
could be reached between the two sides during these
consultations.

4, Many of the basic arguments put forward by the Swedish
side were common to their case on blouses (BTN 61.02.5Q5)

and bed linen (62.02.110). The cases of the two products
were, however, not similar historically and in several other
respects. The basic argument put forward by the Swedish

side was that while they have taken measures to grant
adjustment assistance to the textile industry for re-training
workers and effecting other structural adjustments, the
import penetration has been increasing, and they have to
maintain a certain minimum production capacity for defence
and emergency preparedness. It is a part of the general
philosophy of neutrality followed by their country that in
order to sustain such a policy a certain production of
essential goods and skills should be retained in the country -
as distinct from the concept of viability of an industry on
considerations only of economics of operation and efficilency
of factors of production. The Swedish Board of Economic
Defence has come to the conclusion that in textile sector a
level of penetration has been reached to go beyond which
would not be desirable for their economic defence and therefore
they have to impose restrictions on imports. Secondly, for
certain product lines the import penetration has become very
high "The rules in the MFA were not tailored to situations

of this kind". Annex 'a' to MFA appeurs in general to have
been designed to meeting the market
disruption of a different kind. Since import penetration is.
high, there is a good and adequate ground for restraint
action.

S As regards blouses (BTN 61.02.505), the Swedish side
indicated that the import penetration was miore than 90%. The
blouse industry was also engaged in production of other
ladies! garments and du= to high import penetration in many

of these product lines there existed a situation of disruption
to domestic industry.

6, The Indian side pointed out that the concept of
"minimum viable productlon" on account of considerations of
economic defence was.extraneous to the MFA, The concept of
minimum viable production of textiles, in case of countries
having a small market and high level of imports would be
relevant in terms of economic viability of the industry but
this was one of the several equally valid objectives referred
to in Article 1 of the MFA. That Article also refers to
economic and social development of developing countries as a |
rincipal aim of the Arrangement. It calls simultaneously |
?or policies to be implemented which would encourage businasses
which are less competitive internationally to move progressive-
ly in the more viable lines of production or the other sectors
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of the economy and provide increased access to their markets
for textile products frow develoing countries. If a country
claims that its murket has been disrupted to such an extent
that a minimum viable level ol escouonic production cannot be
maintained (without conceding that such a situation existed
in the instant case and maintaining that adjustment
assistance should be an appropriate solution to such problems)
the importing country would have to look at total imports
so as to leave room for a minimum economic domestic production
whereas Sweden had left the iield free 7or imports from many
developed countries., The data provided by the Swedish side
showed that some of these countries have over the last few
years increased their exports considerably which could as
much affect the viability of domestic production, rhirdly,
market penetration alone is, and can be, no indicator of
market disruption as a country may plan the supply of
textiles in such a manner that it may have to rely on imports
to a large extent, or its exports may also be high. The
Swedlsh side had provided statistics of production, import,
‘ export and supply of blouses for the full years 19’}2 to
1974 only and for first six months of 1975. The production
of blouses had in fact gone up from 875,000 in 1972 to 956,000
in 197% while her own exports had gone up from 437,000 to
45,000 in these years. During the corresponding period,
India's exports declined from the figure of 1.3% million in
1972 and 1.4 million in 1973 to as low as 483,000 in 1974,
Bven for January-September, 1975 the [igure was %84%,000. In
the face of such a steep decline in exports from Inéia and
‘ increased production there could be no question of market
4 oo pead Atsh o} digruption[as dei‘ined in Annef uis:' to the MFA anci Ingé.g could
. - not be causing it. The imports frow EFia countries gone
mrfal divvuplion up from 536,000 in 1972 to 1.38 million in 1974, It is
understood that there is some interlinking between Swedish .
industry with some EFTA countries,

7 8till, in order to find a mutually acceptable solution
to the problem, India proceeded to discuss the question of

' levels of restraints ad-referendum. It would be recalled that

' there was a bilateral agreement between India and Sweden

conoluded early in 1974 which provided for restraint on export
of blouses. The agreement was concluded before the MFA had.
been ratified and, therefore, the agreement on quantitative
limits was without prejudice to the rights and obligations
of the parties under the MFA, Under this agreement as extended
from time to time there _was a quota of 1.27 million blouses
for the period March 1974 to February 1975 but the restraint
was lifted with effect from 1lst March, 1975 because of the
decline in India's exports. This was in recognition of the
fact that India was not threatening injury to the Swedish
market and the product was kept under surveillance. It was
argued by the Indian side that if a product is subjact to
rastraint for a period and, thereafter, the restraint is
removed in view of the fall in exports and again if there is
a slight tendency for the exports to rise quotas are re-
imposed, it should not be less than the earlier quotas.
Otherwise, an anomalous situation would develop wher-by it
would have been 1n India's interest to insist on continuation
of restraints., The second submission made by the Indian side
was that "hand-made cottage industrg products of handloom"
as defined in aArticle 12.3 of MFA should not bes subject.tlo

restraint. Neither of the two submissions was acceptable
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to the Swedish  ie, uho pronosed a guota lavel of 884,000
piecaes which the wers will.ng to raise to 950,000 pieces but
inclusive of h.ncloom produzts. No basis for this figure

was provided. Tne Indian side argued that if handloom
products in terms of !’F.. are kKept out they would te willing
to find a mutual.y acceptable 1level but tnis was zlso not
agreed to by the Swedlsh side.

8. As regards bad-linen, apart from the argument relating
to minimum viable production and market disruption basad on
the fact of mark-~t penstration alone, the discussion in the
consultations ranged mostly over the question of quota lavel
and growth rate bacause a bilateral quota arrangement was in
operation till February 1976, (extsnded till June 1976).
Specific attention of the T33 is drawn to theafact that
according to the data supplied by the Swedish side, the
production of bted-linen of cotton in 1972 was 1291 tonnes
which want up to 1474 tonnes in 197% and 1637/in 1975.

Under what concept is an industry considered to be injur=d in
the face of rising production? If th»~ employment has declined
the explanation may lie in increased productivity per unit of
labour. As for blousss, the imports during this p~riod had
also gone up from %FT4 countriss from 347 to 609 tonnes. 1In
the bilateral restraint arrangemsnt between Sweden and India,
during the p~riod 1lst March 1975 and 29th February 1976, the
agreed quota lesvel was 650 tonnes. This was treated by the
Swedish Govt. as being composed of abasic level of 551.2 tonnes
and an 'ad-hoc quotu' of 98.8 tonnas. The Swedish side
initially offered an increase of 10 tonnes in the qmota which
gave a growth rate of 1.8%. It is against equity that while
some developed countri~s are not being restrained at all and
their exports ar2 increasing, some developing countries should
be asked to accept virtually no growth rate. The Indian
side also maintained that it was catering to a diiferent lower
price range market. On Indian side pointing out that while
India had accepted a rsstraint level and had gained at her cost
by reaching or aven axceaeding India's axport lavel, the
Swedish side stated that they had restrained one country after
another, year by year, so that now most of the (developing
countryf suppliers who in thieir opinion had a high penetration,
were restrained.

9. In an effort to find a pragmatic solution to the
problem, the Indian side was willing to discuss an overall
quota for the period 1lst July, 1976 to 31st December 1977 since
considerable damige to her export interest had already been
caused in six to nine months p~riod of unilateral restraint
particularly due to the manner of operation of quota., After
prolonged discussions, the two sides worked out a level of
exports for the 18 months period (1lst July 1976 to 31st
December 1977) that could b= accepted by the two sides, even
though it did not provide for the minimum growth rat=s to which
India was entitled. The Indian side, however, insisted that
the quotas must not be divided into the so-cailed regular

and ad-hoc quota and the quota administration should remain

at the export end because of their extremely unhappy experienc:
with the administration of quota at the import end when many

of the parties not importing bed linen from India received




quotas which re.uained unutilised., They even offered that
at least the quotas wihich had not yet been allocated should
be agr-ed to be administerad by the Indian side but none

of these proposals were acceptable to the Swedish side and
therefore no agreement could be reached.

10. There was only a brief exchange of views with regard
to shirts in thes first round of consultations because the
basie issues were the same as those in case of blouses.
Apart from other considerations, India, which had exported
1.4 million shirts in 1972 and 1.82 million shirts in 1973,
had exported only 304,000 in 1975 and in such a situation
could not be considered by any reasoning to be causing
market disruption should it be assumed that a situation of
disruption exists which also was not proved.

11. The Permanent Mission of India in Geneva has,
therefor~, to report the matter to the TSB and once again
requ~sts for its considered intervention in the matter with
a view to securing an equitable decision. The TSB is
requested to consider the matter, if necessary, after hearing
both the parties and decids suitably. The Government of
India would requnast the TSB to use its good offices to get
the unilateral restraints on both the items lifted by the
Swedish Government and to restore the restraint-free
conditions of trade in the products in reference between
India and Sweden.

The Permanent Mission of Indiz avzails of this
opportunity to ren~w to the TSB its assurances of highest
consideration,

AL /_/ e P

(N.C. H2'RAJANI)
THIRD SZCRWTARY

Ambassador P. wurth,
Chairman,

Textiles Survelllance Body,
GENWVA.,
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