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1 The Chairman recalled that the major review of the implementation of the Agreement on
Textiles and Clothing in the second stage had been launched by the Council on 27 September 2001.
At that meeting, alist of topics for examination had been agreed, comprising four subject areas, with a
number of tirets for the specific topics. The report of that meeting was available in document
G/C/M/51. He aso recalled that, at the second meeting, held on 17 October 2001, the Council had
begun its detailed discussion on the subject areas. Specifically, the Council had addressed, in detail, a
number of topics under the subject of "The Integration Process and Other Related Issuesin Article 2",
as well as "The Use of the Transitional Safeguard Mechanism in Article 6". It had aso begun
discussion of the third subject area, "Other Articles of the ATC", taking up the first two topics:
(i) "Circumvention of Redtrictions in Article 5", and (ii) "Abiding by GATT 1994 Rules and
Discipines, as defined by Article 7'. The report on that meeting would be available in the coming
days.

2. He said that, as agreed at the last meeting, the Council would continue discussion of the
specific topics in the list, as set out in paragraph 14 of the report on the first meeting (G/C/M/51).
Therefore, at the current meeting, discussion of the six remaining topics under "Other Articles of the
ATC" continued. These were: (iii) Specia and Differential Treatment in the ATC; (iv) Article 1.5,
Autonomous Industrial Adjustment; (v) Article 1.6, Rights and Obligations of Members under WTO
and MT Agreements; (vi) Article 3, Treatment of Quantitative Restrictions Other Than Those Under
the MFA; (vii) Article 4, Changes in Rules and Procedures; and (viii) Article 8, Functions of the
TMB.

(iii)  Special and Differential Treatment in the ATC

3. The Chairman then proposed that the Council consider the topic, Specia and Differential
Treatment in the ATC. Among the provisions for special and differential treatment were those related
to new entrants and small suppliersin Article 1.2 in relation to Article 2.18, LDCs in the foothote to
Article 1.2 in relation to Article 2.18; cotton-producing, exporting Members in Article 1.4; and the
special provision for small suppliers growth-on-growth in Article 2.18.

4, The representative of Uruguay, speaking on behaf of the ITCB members that are also
Members or observers of the WTO?, considered that the manner in which these Members had
presented the issues in their submission (document G/C/W/304) was clear and self-explanatory. He
recalled that, regarding small suppliers, paragraphs 41 to 49 as well as Table 6 in their submission

! The report on the CTG meeting, held on 17 October 2001 is contained in document G/C/M/52.
2 Throughout this report, al interventions by the representative of Uruguay are on behalf of the
members of the ITCB that are also Members or observers of the WTO.
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were relevant. They considered that the implementation of Article 2.18 should have been carried out
in a specific manner, particularly using the method applied by the EC. He believed that the TMB had
recognized this to some extent, a least in respect of the least-developed country Members.
Paragraphs 50 to 58 in their document also explained their views on this question and why they
believed Article 2.18 had not been implemented as it should have been. The same applied in the case
of cotton-producing exporting Membersin paragraphs 59 to 65 of that document.

5. The representative of Bangladesh said that he would focus not only on the footnote to
Article 1.2, but aso on some other provisions in favour of LDCs which were directly related to
textiles and clothing trade. He expressed concern with the overall implementation of the provisions
related to LDCs. Bangladesh was grateful to the TMB for its assessment on the implementation of the
provisions related to LDCs. However, in his assessment of the specific provisions in the ATC, he
considered it appropriate to refer to some other decisions which had important bearing on the textiles
and clothing trade of LDCs, especially Bangladesh. He recalled that, at the last meeting, he had
mentioned how anti-dumping duty, which in one particular case had been imposed on exports of one
textile product of one Member had adversely affected Bangladesh's quota utilization rate. In this
respect, paragraph 2(iv) of the Decision on Measures in Favour of Least-Developed Countries clearly
stated that, "In the application of import relief measures ... special consideration shall be given to the
export interests of least-developed countries’. However, both in the report of the administrative
reviews of this Decision conducted in 1996 and 1997 and the sunset review conducted in 1999, he had
not found any reference to specia consideration being given to the exports of Bangladesh as an LDC,
which was supposed to be the case if Members had the desire to follow the specific provisions
regarding import-relief measures. Furthermore, Bangladesh was not convinced that Article 15 of the
Anti-Dumping Agreement had been taken into consideration during these reviews, but instead, anti-
dumping duties had been imposed on al imports of a particular product from Bangladesh by the
concerned Member. As a result, the imposition of anti-dumping duties had not only adversely
affected Bangladesh's utilization of the quota, accruing under the ATC, but had also impaired its
rights under the provisions of the Anti-Dumping Agreement and the Decision on Measures in Favour
of Least-Developed Countries. Bangladesh requested that the CTG take note of this situation and
urge that concrete actions be taken under Article 8.

6. The representative of Bangladesh then turned to other provisions related to textiles and
clothing trade. Paragraph 2(ii) of the Decision on Measures in Favour of Least-Developed Countries
stipulated that "MFN concessions on tariff and non-tariff measures agreed in the Uruguay Round on
the products of export interest to the least-developed countries may be implemented autonomously, in
advance and without staging”. Six years had passed since the entry into force of the Uruguay Round
Agreement and no Member had advanced its implementation of the commitments made on tariff
measures in favour of LDCs. Time had passed for advancing tariff commitments and most of the
commitments, except in textiles and clothing, had already been implemented on an MFN basis. With
regard to non-tariff measures, the only sector where commitments had been undertaken was the
textiles and clothing sector. However, no initiative had been taken so far towards increasing market
access. Bangladesh considered that WTO Members had failed to give meaning to the specific
provision regarding the advancing of the eimination of non-tariff measures. He considered that there
was little scope for giving some meaning to this provision unless the quota-maintaining Members
decided to eliminate the remaining quotas on textile and clothing exports from LDCs. If Members
could not implement this provision at this time, the provisions would have no meaning because, after
2005, there would be no quotas.

7. Focusing on other provisions in favour of LDCs, the representative of Bangladesh stated that,
at Marrakesh, Ministers had agreed that al provisions for special and differentia treatment in favour
of LDCs would be implemented expeditiousy. However, Bangladesh had found that there had been
no attempt to implement the provison of Articlel.2 or its footnote. He then referred to
paragraph 2(iii) of the Decision on Measures in Favour of Least-Developed Countries, which
stipulated that "... sympathetic consideration shall be given to specific and motivated concerns raised
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by the least-developed countries in the appropriate Councils and Committees'. In this respect,
Bangladesh had specific concerns with regards to textiles and clothing trade in relation to the work of
this Council. The textiles and clothing sector occupied a central position in Bangladesh's industry in
terms of employment generation, efforts to eradicate poverty, promoting equity and empowering
women. It was through this sector that Bangladesh had succeeded in making its economy outward
oriented. Textiles and clothing had emerged as the single most important contributor to exports.
Looking at the statistics provided in Table 13 of document G/L/474, he noted that, in Bangladesh, the
share of clothing in total exports had reached 75%. The sector was vital in raising the standard of
living through employment generation which was a prime objective of the establishment of the WTO,
as stated in the Preamble of the WTO Agreement. Bangladesh expected that WTO Members would
help LDCs to achieve their goals as stipulated in the WTO Agreement and which was being pursued
by the developing country Members by taking initiatives in line with the provisions in favour of
LDCs. He urged the CTG to take note of Bangladesh's concern and to take appropriate decisions so
that Bangladesh could benefit from the rights provided under the Uruguay Round Agreement.

8. The representative of Hong Kong, China referring to the application of Article 2.18, recalled
that considerable attention had been paid to this issue during the first major review, because only one
restraining Member had interpreted "advancement by one stage of the growth rates” in Article 2.18 to
mean that the growth rate that would otherwise have been applicable in Stage 2, should be advanced
to apply in Stage 1. It was his contention that no other interpretation of this provision would be valid.
Yet, two restraining Members had implemented Article2.18 by substituting the growth factor
applicable for Stage 1 with the growth factor applicable for Stage2. This was clearly incorrect.
Article 2.18 referred to "advancement by one stage of the growth rates’ not to the advancement of the
growth increase factors. The growth rate set out in Article 2.14(a), for example, which was one of the
growth ratesreferred to in Article 2.18, that is, the growth rate during Stage 1 (i.e. including the initial
16% increase factor), increased by a further factor of 25%. Nowhere did the ATC provide for a
growth rate to be arrived at by taking the pre-ATC growth rate and increasing it by 25%. Had the
drafters of the ATC intended that the Stage 1 growth increase factor should be ignored in cal culating
this advancement, they would not have referred to Article 2.13. Another aspect of this provision was
that meaningful improvement in access should be provided, not only at the entry into force of the
ATC, but aso for the entire duration of the ATC. Whether the non-cumulative approach, as adopted
by two Members, would result in any improvement for the duration of the ATC depended on the
growth factor to be applied under Article 2.18 during Stage 3. In order for the CTG to complete its
review of this provision, he invited the US and Canada to inform the CTG what their intentions were
as regards the application of Article 2.18 during Stage 3.

9. The representative of Guatemala also referred to Article 2.18. He thought that this was one of
the most important aspects of the review, that is, ensuring full recognition by the developed country
Members of the provisions in the ATC relating to access to markets for small supplier Members. On
other occasions Guatemala had also emphasized the importance of the provisions to increase the
possibilities for access to markets for products from small suppliers. Article1.2 provided a
clarification of how Article 2.18 should be applied, which was that Members should recognize the
digtinct interests of small suppliers and should permit meaningful increases in access during the
different stages of integration. These provisions had not been respected and in many cases they had
resulted in situations which had been critical for the development of markets in the small suppliers
exporting sectors. In fact, different criteria had been used by the restraining Members in applying the
increases in growth factors and this was not in the spirit of the Agreement. Guatemala emphasized
the fact that the draft Decision on Implementation-Related Issues, contained in Annex 2 of the
document JOB(01)/139, with regard to tirets 20, 21 and 25, stated "that when calculating the quota
levels for small suppliers for the remaining years of the Agreement, Members will apply the most
favourable methodology available in respect of those Members under the growth-on-growth
provisions from the beginning of the implementation period; to extend the same treatment to least-
developed countries; and, where possible, to eliminate quota restrictions on imports of such
Members'. He considered that the CTG should come to concrete conclusions on this particular issue.
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10. The representative of Peru noted the provisions of the ATC relating to small suppliers, in
Article 2.18 as well as in Article 6.6(b), where the objective was to increase the market access
possihilities for these suppliers and to extend specia and differentia treatment in the application of
the transitional safeguard mechanism. She referred to paragraph 289 of the TMB's report and said
that the method used by the EC in order to calculate the growth factors had been recognized as the
most beneficial for the small suppliers, because it gave greater increases for their exports than was the
case under the method applied by the US and Canada. Therefore, the method used by the EC had
fulfilled the obligations of this Article. In the view of Peru, this was the only way to follow a fair
methodology that would lead to a logical implementation of the Agreement. She considered that it
was very important for the CTG to take into account the interests of small suppliers in a disciplined
implementation of the Agreement. Finally, she recalled the comments which had been made by other
Members in this regard and said that it was for the Council to take the appropriate decisions, in
conformity with its obligations, to oversee the implementation of this Agreement.

11. The spokesman for the European Communities recalled that the EC had no quantitative
restrictions with least-developed country Members and their imports normally entered the EC market
at zero duty. In response to the comments by Bangladesh, he mentioned that in 1995 Bangladesh was
the twelfth largest supplier to the EC market and was currently the seventh largest supplier for textiles
and the fifth largest supplier for clothing. He added that the EC's anti-dumping regime took
appropriate account of the situation of Bangladesh as regards small suppliers. In the EC, two
Members had initially been considered to fal into this category in the context of Article 2.18; one had
entered into an agreement with the EC and as a result of that agreement, quotas under the ATC had
been suspended.

12. The representative of the United States referred to the provisions of the ATC related to
least-developed country Members, new entrants, small suppliers, and cotton-producing, exporting
Members. The US had taken its obligations under the ATC serioudly with respect to these groups of
Members and had implemented the relevant provisions in two ways. In the period immediately prior
to the start of the ATC, the US had held consultations with these Members, with a view to discussing
how the ATC would be implemented. Pursuant to these consultations, adjustments had been made to
the flexibility provisions relating to the quotas. Subsequently, at the start of the ATC, there had been
further consultations with Members in each of these groups on issues that had arisen in respect of the
implementation of the Agreement. The US had shown flexibility in these consultations. With respect
to the differences in the implementation of the growth-on-growth provisions for small suppliers, this
situation had begun at the time of the entry into force of the ATC, when the EC had used a different
methodology from what the US had assumed was going to be used when the ATC was negotiated. It
seemed clear to the US that the concept of advancement of one stage meant that instead of applying
the increases in the growth rates specified for Stage 1, the concerned Members would apply the
increases in the growth rates that were provided for Stage 2. There was nothing in the ATC that
required the cumulation of the two growth rate increases; rather, it was a matter of substitution. He
said that, unlike many other provisions of the ATC that had been cited by at least some of the
exporting Members as problematic in their implementation, this was one subject that was quite
specific and would have lent itself to a dispute settlement proceeding.

13. In the US view, the provisions of Article 2.18 were clearly meant to say one thing, but had, in
fact, been implemented in a different way by one importing Member; the US had not been
approached for consultations on this issue. Responding to the question of Hong Kong, China
(paragraph 8), he observed that the Agreement was silent on what was required with respect to
Stage 3. In the absence of guidance from the Agreement, the US intended to repeat the growth rate
from Stage 2, that is, a further 27% increase would be applied. In response to the point raised by
Bangladesh, he noted that Bangladesh's exports had moved up in the rankings in the US market. In
fact, as a result of the way that the Agreement had been structured, the growth rates for Bangladesh
were higher and were growing substantially faster than in virtually any other Member with which the
US had restraints. He added that, when the representative of Bangladesh cited the fact that its textile
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and clothing exports had increased over this period and now comprised 75% of Bangladesh's total
exports, that was an indication of the fact that, at least in this particular area, Bangladesh was doing
very well. The fact that Bangladesh's textile and clothing exports were growing, as a percentage of
total trade, smply indicated this particular Agreement was operating, with respect to Bangladesh, as
was envisaged. As regards the question of tariff rates, which had arisen in several statements, he
observed that this was not a subject that the ATC dealt with.

14. The representative of Canada recalled the comments which had been made with regard to the
difference in the increases in the quota levels which had occurred as a result of the application of the
ATC growth-on-growth provisions. He confirmed that the 19% increase in the quota levels as a result
of the ATC's growth factor that he had calculated at the previous meeting was correct. Thisillustrated
the fact that the normal growth-on-growth provisions did have, over time, a significant impact on the
levels of the quotas. That was one factor to explain why imports into Canada from developing
Members had increased by 79% over the period of the ATC. He agreed with the US view that if
Article 2.18 had been intended to have been applied on a cumulative basis, it would have specifically
required this in its provisions. On this matter, it was also necessary to consider what had actually
happened as regards the trade levels of small suppliers. In the case of Canada, when it implemented
the provisions for small suppliers, it had extended this provision to 16 exporting Members. The strict
reading of the Agreement required Canada only to apply this Article to ten Members, based on 1991
data. However, it was decided to calculate which Members would qualify as small suppliers not only
on the basis of the year set out in the ATC, but aso to include those which would have qualified in
1994. Asaresult, six additional Members had received treatment as small suppliers and their growth
rates had been enhanced. Furthermore, the small suppliers had benefited from the fact that Canada
had eliminated quotas on tailored-collar shirts in June 1997 and that when Canada had carried out
partia guota elimination on 1 January 1998, on a range of women's, girls' and children's clothing, it
had not reduced the quota levels. In this partial elimination of quotas, an action taken by Canada on
1 January 1998 under Article 2.15, small suppliers had benefited to the degree that the quotas had
implicitly increased.

15. The representative of Canada further noted that a number of small exporters had also
benefited from the fact that Canada had made a unilateral 10% increase in the quota levels of the
winter outerwear category on 1January 1998. Small suppliers would further benefit on
1 January 2002 when Canada would carry out further quota elimination, both in terms of full quota
elimination and partial quota elimination. Here again, when making a partial quota elimination,
Canada would not reduce the quota levels or adjust them as it was otherwise allowed to under the
ATC. Torespond to the question from Hong Kong, China (paragraph 8) as to what Canada would do
on 1 January 2002 with regard to the increases in the growth rates for small suppliers, Canada had
indicated in its notification to the TMB, that it would increase the growth rates by a further factor of
27%. With regard to the least-devel oped country Members, with the exception of Bangladesh, al of
these Members were qualified as small suppliersin the case of Canada. Bangladesh did not qualify
because it had become an important supplier to Canada. When Bangladesh had negotiated its original
guotas with Canada, quite high quota levels had been offered. Canada had aso given, under the
original bilateral arrangement, fairly high growth rates, 7% or better annually, with generous
provisions on swing and flexibility. Indeed, as a result of the application of the normal growth-on-
growth provisions of the ATC, Bangladesh's growth rates would increase to over 12% as of 1
January 2002. In addition, Canada had liberalized one of Bangladesh's most valuable exports,
tailored-collar shirts, and it had also benefited from the elimination of various women, children and
girls clothing in 1998 and again in 2002. Since 1994, imports from Bangladesh had increased 134%;
since 1998, they were up 25%. Indeed, imports from Bangladesh currently accounted for 3.2% of
Canadad's clothing market. In the late 1980s, Bangladesh had not been exporting significant quantities
to Canada, o it had gone from being a minor supplier to the fifth largest clothing supplier in just over
ten years. As regards the cotton-producing exporting Members, when Canada implemented the ATC,
it had consulted with a number of such Members and arrived at various arrangements. Since then,
Canada had not held any further consultations with exporting Members, nor had any Member
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approached Canada. He added that Canada did not apply quotas on afibre basis. When the quotas on
shirts were removed, this included products of cotton, poly-cotton and nylon; that is, on a non-
discriminatory fibre basis.

16. The representative of Bangladesh appreciated that the EC had provided duty and quota-free
access for imports of textile and clothing products from his country. The example of the EC should
be adopted by other restraining Members. He understood that the initial quota growth rates had been
negotiated at higher levels for Bangladesh: however, this was not the matter under discussion.
Rather, since there were provisions in favour of LDCs in the ATC, the Council should consider how
these provisions had been implemented. Were the restraining Members giving full meaning to these
provisions? If not, these provisions would be invalid and would have no meaning. He understood
that this might not be the right place for discussing anti-dumping duties, but this issue, for Bangladesh
mainly concerned textile products, so it decided to raise the issue in this meeting to express concern
and to request the CTG to take note of that concern.

17. The representative of the European Communities referred to the situation regarding the
cotton-producing exporting Members. The EC had had consultations with these Members at earlier
stages of the Agreement and had invited further discussion prior to the implementation of the
third stage of integration. One major cotton producer had recently taken up the invitation of the EC to
hold consultations. Concerning the small suppliers growth-on-growth provisions, he noted that the
ITCB members had drawn negative inferences as a result of some WTO Members not applying the
methodology used by the EC. The ITCB members had not concluded that the methodology used by
the EC was the correct one, but as far as the EC was concerned, it was in full compliance with
Article 2.18.

18. The representative of India stated that it had an interest in Article 1.4 and endorsed the
statement made by Uruguay and a number of ITCB members. He questioned if the consultations
mentioned in that Article had taken place before the implementation of the ATC, could that be
considered to be valid for the entire period. Times changed and the trade patterns changed; therefore,
this was an on-going obligation. India also wished to comment on the broader subject-matter of
special and differential treatment. This was actually a matter which the Appellate Body had recently
commented upon in relation to the efficient interpretation of any agreement. Basically, it had said that
there could not be redundant expressions in an agreement; where there was a sentence using the term
"shall" or "should", it could be said that the levels of abligations in an agreement were different. He
went on to say that, if there was a requirement which provided for 16%, 17% or 18% of products to be
integrated at the respective stages, that was one matter, but the ATC was not, at the end of the day,
about maths; it was about trade and exports. So in Indias view, when the Agreement provided for
integration of 16%, 17% or 18%, this was, of course, an obligation. That did not, however, mean
there were not other things in the Agreement which did not involve such basic obligations and rights
for Members and he found it disturbing that Members were overlooking these. Whenever developing
Members said that integration was not commercialy meaningful, the restraining Members said that
the deal was the 16%, 17% or 18% integration. Although he was willing to acknowledge that some
other provisions in the Agreement might be less binding, these provisions were, nevertheless,
obligations and it could not be said that they did not matter. Similarly, the ITCB members
submission said that Members had to give full meaning and effect to al the expressionsin the ATC.
Certainly, there were some things that were central, such as integration and growth rates and they had
been expressed in mathematical terms and that was the basic minimum that was needed to be done
because that was a commitment which Members had undertaken. But it did not mean that other
provisions could basically be reduced to redundancy.

19. The representative of Paraguay appreciated the report of the TMB and questioned if it was the
lack of information from Members which had made it difficult to arrive at conclusions on the
implementation of Article 1.4. He referred to paragraphs 584 and 585 of the TMB's report. He noted
that several Members had requested information on the implementation of Article 1.4 and that there
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had been consultations during the period prior to the implementation of the Agreement and that
consultations remained open for those countries which were cotton-producing Members. His
delegation had had consultations with some delegations, but in some cases, not only had consultations
not been held, but indications were negative. He said that for some exports to the US, there were
requirements concerning the origin of the raw material so that exporters might benefit from more
favourable treatment; however, these provisions were not in favour of the cotton-producing exporting
Members. On the contrary these requirements went against them and Paraguay, as an exporter of
cotton, had been adversely affected in its relations with other countries in the region. About 70% of
Paraguay's cotton was exported to the countries falling under the scope of these agreements with the
US. He concluded that it would be useful to have the Council ook into the matter.

(@iv) Article 1.5 — Autonomous Industrial Adjustment

20. The Chairman then turned to the next subject, Article 1.5. This Article stated that in order to
facilitate the integration of the textile and clothing sector into the GATT, Members would alow for
continuous autonomous industrial adjustment and increased competition in their markets.

21. The representative of Uruguay referred to document G/C/W/304, paragraphs 111 to 121, and
noted that there seemed to be little information available to actually evaluate the extent to which the
implementation of the ATC, in particular by the restraining Members, might or might not have
produced industrial adjustment in their markets. He considered that the TMB had reached a similar
conclusion in paragraph 617 of its report, "All in all..., the TMB does not have sufficient information
at its disposal to make a more thorough analysis and assessment on the extent to which autonomous
industrial adjustment and increased competition in Members markets, in the sense of Article 1:5, has
been achieved...". The information provided by Canada, the EC, Japan, Turkey and the US, in
paragraphs 607 to 611 of the TMB's report, was not what had been required, because it was not
sufficient to assess the contribution that ATC implementation might or might not have made to
facilitating the integration process.

22. In his view, the information provided did not, in itself, justify a conclusion that autonomous
industrial adjustment had been allowed or promoted in the sense of Article 1.5. The information,
reported to the TMB and contained in its report, was largely confined to figures on purported
increases in imports or losses in employment. But few, if any, indications were given as to the
sources of import increases, or the contribution of factors such as technological change in the lossesin
employment. Moreover, no data had been made available on trends or changes in domestic
production; changes in the shares of the market held by domestic producers, and the factors
responsible for such changes, including, asthe TMB aso points out in paragraph 615 of its report, the
effect of offshore assembly operations induced by non-ATC policy instruments. He suggested that
more meaningful and comprehensive information, to assist in assessing the extent to which
implementation of the ATC might have contributed to producing autonomous industrial adjustment
and increased competition in their markets, should be provided, particularly by the restraining
Members.

23. The representative of Uruguay sought some clarification with respect to the data provided to
the TMB, as reflected in paragraphs 607 to 611 of the TMB's report. First, the data in respect of
imports did not seem to tally with that provided in the WTO document G/L/474, Background
Statistical Information, with respect to trade in textiles and clothing. Second, the reliability of the
figures in respect of changes in employment was questionable because, according to a survey
conducted by the ILO, the shifting of small assembly operations to part-time household employment
generally escaped being captured in employment numbers. Third, the ITCB had analyzed the import
data of the restraining Members on the basis of the product coverage of the ATC and in a common
currency unit, i.e., the US dollar, which was the norm in the WTO for such statistical information.
This was necessary to have adequate comparability and analysis. In the case of Canada, the share of
developing countries in total ATC imports had declined from 48.62% in 1990 to 45.71% in 1999,
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wheresas the share of the US had increased from 33.59% to 45.34% during the same period. It was
also interesting to note that the US had managed to double its share of Canadian clothing imports
from 8.24% in 1990 to 16.83% in 1999. It also had increased its share of Canada's textile imports
from 51.19% in 1990 to 61.66% in 1999. These shifts in relative shares of imports could not be
attributed to the implementation of the ATC.

24, He noted, in the case of the EC market, that the yearly rates of increase in total ATC imports
between 1990 and 1994, i.e., in the immediate pre-ATC period, amounted to 6.08% (on the basis of
data for EU-12 members). On the other hand, the comparable rate during 1995 to 2000 (i.e., the ATC
period) had been only 1.64%. This took into account the fact that the EC membership had increased
to 15 members from 1995. Imports from 17 restrained suppliers had increased at the annual rate of
6.42% in the pre-ATC period, but only by 2.43% during the ATC period. The share of ten countries
to whom the EU had extended preferential treatment had increased from 20.64% in 1990 to 31.65% in
2000, an increase of 11%. These countries were mainly from Eastern Europe, and also included
Malta, Morocco, Tunisia and Turkey. The share of imports from countries subject to quota
restrictions had increased from 42.52% in 1990 to only 44.62% in 2000, an increase of just 2%. He
concluded, therefore, that it did not appear to be the implementation of the ATC to which these
increases could be attributed.

25, Turning to the ITCB members analysis of the US data, he noted that total imports had
increased at an annua rate of 9.38% during 1990-1994. Over the ATC period (1995-2000), they
increased to 10.24% annualy, i.e., less than 1% faster. For textiles, the rate of increase had been
9.06% in the ATC period, compared to 9.4% in the pre-ATC period. These rates of import increases
in the US aso needed to be viewed in the context of a strong dollar and a robust expansion in demand
during a period of sustained economic growth. He further noted that the share of restrained suppliers
in the US market had declined from 82.19% in 1990 to 80.15% in 2000. Also, Canada s share had
increased from 1.73% in 1990 to 4.67% in 2000 in overall textiles and clothing imports; from 5.21%
to 11.09% in textiles; and from 0.78% to 3.05% in clothing.

26. He emphasized that very few quota restrictions had been eliminated during the first two
stages of the ATC implementation as shown in the tables which ITCB members had circulated earlier.
Therefore, the small changes in imports could not be attributed to the integration process under the
ATC but were due mainly to marginal augmentations in quota growth rates.

27. In conclusion, he stressed that the question to be addressed in the context of Article 1.5 was,
first and foremost, whether the restraining Members "alow for continuous autonomous industrial
adjustment” in their markets in order to facilitate the integration of the sector into GATT 1994.
However, few meaningful efforts could be shown in that direction. It would seem that the
postponement and deferral of the integration of so-called sensitive products until the end of the
transitional period and the policy to use quotas as a bargaining chip to secure additional access in
developing Member markets, would seem to suggest that the integration process might in fact have
been hindered. He urged the Council to address the issue and decide that immediate positive steps
needed to be taken to facilitate the integration process.

28. The representative of India commented that the key points in relation to the implementation
of Article 1.5 had been made in the submission of the ITCB members and the facts and figures had
been reproduced. He recalled the language of Article 1.5, "in order to facilitate the integration of the
textiles and clothing sector into GATT 1994", and noted that Article 9 also stated that "the textile and
clothing sector shall be fully integrated into GATT 1994". Therefore, this integration of the textiles
and clothing sector into GATT 1994, which aso figured in Article9, essentialy concerned the
restrictions thereunder standing terminated. This made it clear beyond a shadow of doubt, which
Members were to allow continuous autonomous industrial adjustment, as the reference was to
restraining Members, because others did not maintain quantitative restrictions under the ATC.
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Article 1.5 applied to those Members which maintained quantitative restrictions and they had an
obligation to ensure that this sector was integrated into GATT 1994.

29. He then addressed what, in his view, was meant by continuous autonomous industrial
adjustment. It had to do with a number of points already mentioned, including allowing for increased
competition and demonstrating it through the changes that might happen in the market. But, more
importantly, and since integration under the Agreement was basically back-loaded, autonomous
industrial adjustment had to do with actions that Members might not be obliged to take, but which
were required, and there was a difference between being obliged to do something and required to do.
One important area where he considered autonomous industrial adjustment could be achieved was
through the application of Articles2.10 and 2.15. There was nothing in the Agreement which
prevented Members from early integration and advancing quota elimination which would then
provide for autonomous industrial adjustment. He urged restraining Members to reflect upon this.
These Articles could not be viewed in isolation as ultimately there was an objective in their
application. Autonomous industrial adjustment was not an end in itself, it had to lead to something
and the final objective was basically to make sure that the restrictions under this Agreement stood
terminated, so that the sector could be integrated into GATT 1994. It created an obligation on those
Members which were primarily responsible for the lack of effective integration of the sector. There
was no point in trying to argue that developing country Members were equally obligated under this
Article, as they did not maintain quantitative restrictions. They were not the ones which were
implementing the integration of the sector into GATT 1994; the burden was exclusively on those
Members maintaining restraints and they needed to demonstrate that there was autonomous industrial
adjustment which could be done by relying on the provisions of the ATC which alowed for increased
imports and provided for competition.

30. The representative of Hong Kong, China said that continuous autonomous industrial
adjustment and increased competition, as mandated in Article 1.5, was one area where there was
serious doubt that the ATC was delivering what had been expected. Article 1.5 of the ATC called for
continuous autonomous industrial adjustment and increased competition in markets for a very specific
purpose; namely, to facilitate the integration of the textiles and clothing sector into GATT 1994. For
the vast mgjority of Members, no such facilitation was necessary, all that was required from them in
order to integrate their textiles and clothing sectors was to forego their rights to the transitional
safeguard mechanism under Article 6. It followed, therefore, that Article 1.5 was addressed to the
three remaining Members which had carried over MFA redtrictions. In the case of those three
Members, integration certainly did need to be facilitated if a smooth transition was to be achieved by
2005.

31. He noted that the ATC did not mandate precisely how continuous autonomous industrial
adjustment and increased competition was to be achieved. It was left to the Members concerned to
decide how to implement this provision; however, that did not mean that these Members were free
not to implement this provision at al. Some attention, though arguably not enough, had been paid to
continuous autonomous industrial adjustment and increased competition in markets in the first major
review by the CTG, the conclusions of which had noted that further information in this regard would
have facilitated the review of progress. To judge by the responses from the restraining Members to
the TMB's request for comments on this aspect, the conclusion of the first major review that further
information was required, had not been heeded. He considered that, from the limited information
provided, the TMB could not arrive at any judgements at all. In one case the information suggested
that there had been no progress, while in the other cases the information available was insufficient.
The restraining Members responses had generally pointed to the fact that some adjustment was taking
place in their markets with multilateral trade playing a large role. He commented that there would,
indeed, be something very wrong if this was not the case as in any progressive economy, adjustment
in markets was the norm. And under the normal GATT 1994 regimes, the growth of multilateral trade
had led economic growth, so it should be a matter of course that multilatera trade played a large role
in markets.
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32. He said that one restraining Member had compared the rate of growth of textiles and clothing
imports to the rate of growth of non-oil imports into its market. This was quite a useful comparison;
however, what it showed was decidedly unsatisfactory. The two rates of growth were virtually
identical, that is, 9.95% versus 9.79% per annum. That would have been acceptable if this Member’s
textile and clothing market had been starting from a position of equilibrium. But if that had been the
case, there would have been no need for the ATC. The situation for the restraining Members was that,
before the advent of the ATC, their textile and clothing markets had been protected under an
exceptional regime of highly discriminatory measures. Import growth rates for textiles and clothing
needed to be significantly higher than the norm, if they were to make any contribution to the
adjustment required to move to a market that would be protected only under the normal GATT 1994
rules when the ATC terminated on 1 January 2005. He recalled the discussion at the previous
meeting when two restraining Members had provided some details about the adjustments taking place
in their markets, which they claimed fully satisfied Article 1.5. However, as Uruguay had pointed
out, datain the public domain suggested that all was far from satisfactory with the adjustment process
in the three restraining Members markets. In the case of Canada, the share of developing countriesin
itstotal ATC imports had declined since 1990. In the case of the EC, the growth rate of ATC imports
from the 17 restrained suppliers had declined markedly since 1995. In the case of the US, dthough
the growth rate of ATC imports had not declined under the ATC, the share held by restrained
suppliers had. These indicators, though not necessarily conclusive, at least demonstrated that more
assessment was heeded if the CTG was to have a clear idea whether this provision was being properly
implemented. He recaled that the first major review had concluded that more information was
required on this subject; however, the TMB had been unable to provide anywhere near sufficient
information about the progress of continuous autonomous adjustment and increased competition in
markets to arrive at a proper assessment of this provision. It would be a contribution to the review
process if restraining Members were to provide meaningful information to the TMB on aregular basis
in the remaining three years of the ATC.

33. The representative of Brazil observed that although Article 1.5 of the ATC was a very short
one, it was of extremely high importance. This importance was to be found in the signals that the
actions which were required to be taken would send out, first, concerning the pace of the integration
itself and second, on the future functioning of the restraining Members' markets and their ability to
operate in atotaly free condition. He agreed with India that actions were to be taken by restraining
Members. These Members had presented some variables in their submissions to try to demonstrate
that there was autonomous industrial adjustment and increased competition in their markets. These
variables were set out in the report of the TMB, for instance, decreased employment levels, closures
of plants and so on. However, these variables could have some shortcomings if they were analyzed in
the context of the broader picture. Uruguay had mentioned some of them. Factors such as the
employment and closure of plants could not be attributed solely to structural adjustment. They could
be the result of numerous other factors such as technological changes as had been reflected in the
TMB's report. He believed that the most important element of Article 1.5 was the two words "alow
for". He could see little indication from the submissions presented by restraining Members that they
had been taking actions to allow for autonomous adjustment and increased competition. The
increases in imports that had been shown could have severa reasons, as indicated by Uruguay. He
considered that the need for greater improvement in the implementation of the provisions of
Article 1.5 should be recognized in the Council's conclusions.

34. The representative of Canada agreed with Brazil that the most important issue in the
implementation of Article 1.5 was to alow for autonomous industrial adjustment. However, if the
exporting Members were saying that they wanted the restraining Members to look at every single job
that had changed in the textiles sector since 1994 and to attribute it to technological change or to
imports, they could never fulfil the obligation as t