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(Japanese Note)

Washington, September 27, 1974

Sir:

I have the honor to refer to the Arrangement
regarding International Trade in Textiles done in
Geneva on December 20, 1973 and which the Govern-
ment of Japan accepted on March 15, 1974 and which
the Government of the United States of America
accepted on January 2, 1974.

I have further the honor to refer to the recent
discussions held between the representatives of
the Government of Japan and the Government of the
United States of America concerning trade in
cotton, wool and man-made fiber textiles between
Japan and the United States and to confirm, on
behalf of the Government of Japan, the under-
standing reached between the two Governments that,
pursuant to the provisions of Article 4 of the
Arrangement regarding International Trade in
Textiles and with a view to providing for orderly
development of trade in cotton, wool and man-made
fiber textiles between Japan and the United States,
the arrangement attached hereto will be applied by
the two Governments.

I have further the honor to request you to be
good enough to confirm the foregoing understanding
on behalf of the Government of the United States
of America.

Accept, Sir, the renewed assurances of my highest
consideration.

AHP
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(Signed) Takeshi Yasukawa
Ambassador Extraordinary and
Plenipotentiary of Japan

The Honorable
Henry A. Kissinger
Secretary of State of the
United States of America
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Arrangement between the Government of Japan
and the Government of the United States of
America concerning Trade in Cotton, Wool and
Man-made Fiber Textiles between Japan and
the United States

Pursuant to the provisions of Article 4 of
the Arrangement Regarding International Trade
in Textiles permitting bilateral agreements
consistent with the basic objectives and
principles thereof "on mutually acceptable
terms in order, on the one hand, to eliminate
real risks of market disruption in importing
countries and disruption to the textile trade
of exporting countries, and on the other hand,
to ensure the expansion and orderly development
of trade in textiles...", the following provisions
will be applied by the two Governments.

In accordance with the provisions of this
Arrangement, Japan will conduct her exports to
the United States of cotton, wool and man-made
fiber textile products to see to it that an
aggregate annual increase in exports of such
products will not be in excess of the levels
provided for in this Arrangement, and the United
States will give consideration in implementing
this Arrangement to assuring the full utilization
of such levels by Japan.

1. (a) The provisions of this Arrangement will
be implemented by the two Governments in accordance
with the laws and regulations applicable in their
respective countries.

(b) The Government of Japan will apply the
restraints provided for in this Arrangement to
exports of cotton, wool and man-made fiber textiles
to the United States for the period of three years
and three months beginning October 1, 1974.

RHR
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2. The two Governments recognize that their
rights and obligations under the General Agreement
on Tariffs and Trade are not affected by this
Arrangement.

3. The respective aggregate limits for cotton
textiles and for wool and man-made fiber textles
and limits for groups of categories for the
first twelve month period beginning October 1,
1974 and extending through September 30, 1975
(hereinafter referred to as "the first arrangement
period") are set forth in Annex A(1).

Within the applicable limits set forth in
Annex A(1), limits for specific categories and
sub-limits for specific products for the first
arrangement period are set forth in Annex A(2).

4, (a) For the second twelve month period
beginning October 1, 1975 and extending through
September %0, 1976 (hereinafter referred to as
"the second arrangement period") and the third
twelve month period beginning October 1, 1876
and extending through September 30, 1977, the
respective limits and sub-limits will be increased
by 6 percent over the applicable limits and sub-
limits for the preceding twelve month period,
provided, however, that the respective limits
and sub-limits for wool textiles (Group VI) will
be increased by 1 percent.

(b) For the three month period beginning
October 1, 1977 and extending through December
31, 1977, the respective limits and sub-limits
will be one-fourth of the applicable limits and
sub-limits for the third twelve month period
multiplied by 106 percent, provided that the
applicable limits and sub-limits for wool textiles
(Group VI) will be multiplied by 101 percent.
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(c) For. the purpose of smooth administration
of export restraints, hcwever, the third twelve
month period and the last three month period will
be treated as one restraint peried (hereinafter
referred to as "the third arrangement period").
Both Governments agree to consult promptly at
the request of either Government with respect
to any problems arising out of the provisions
of this subparagraph, and to give sympathetic
consideration to any proposal by either Government
for the resolution of such problems.

{d) Additional smount for man-made fiber
textiles arising out of the application of the
above growth rate to wool textiles referred to
in subparagraphs (a) and (b) above will be
applied pro rata to the limits and sub-limits for
man-made fiber texiles.

5. (a) Within the applicable aggregate limits
as set forth in Annex A(1), the group limits
for Groups I and IV may be exceeded by 7 percent,
the group limits for Groups II, III and V may
be exceeded by 15 percent, and the group limit
for Group VI may be exceeded by 1 percent.
Within the applicable aggregate and group limits,
as they may be adjusted pursuant to this subpara-
graph, any limits and sub-limits as set forth
in Annex A(2) may be exceeded by 7 percent for
categories and products in Groups I and IV, by
10 percent for those in Groups II, III and V,
and by 5 percent for those in Group VI.

(b) (1) Exports in Groups I - V may exceed
the limits and sub-limits applicable thereto,
as they may be adjusted pursuant to subparagraph (a)
of this paragraph, by amounts of up to 5, 6 and
7 percent of such limits and sub-limits for the
first, second and third arrangement periods

R |
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respectively, provided that there is an equivalent
square yard shortfall in exports in the comparable
groups, categories or products during the same
arrangement period. Exports in Group VI may
exceed the limits and sub-limits applicable
thereto, as they may be adjusted pursuant to
subparagraph Amw of this paragraph, by amounts

of up to 1 percent of such limits and sub-limits
for each arrangement period, provided that there
is ap equivalent square yard shortfall in exports
in the other groups or comparable categories or
products during the same arrangement period.

(2) The respective aggregate limits
for cotton textlies and for wool and man-made
fiber textiles will be adjusted pursuant to the
application of the provisions of subparagraph
(b) (1) above.

(3) For purposes of the provisions of
this subparagraph, Group I and Group IV, and Groups
II and III and Group V are deemed to be comparable
groups respectively. The two Governments will
consult periodically to resolve any questions
that may arise as to the comparability of various
categories and products.

(¢) Within the aggregate limit for wool
and man-made fiber textiles, as it may be adjusted
pursuant to subparagraphs (2) and (b) of this
paragraph , exports in categories 20C. 201 and
202 will not be subject to the limit for Group V.
In addition to the foregoing, and withovt regard
to the aggregate limit for wool and man-made
fiber textiles or to the provisions of paragraph
7, exports in categories 200-205 may be increased
by up to 54,000,000 square yards equivalent in
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the first arrangement period, 57,400,000 square
yards equivalent in the second arrangement
period, and 77,200,000 square yards equivalent
in the third arrangement period, provided that
there is an equivalent square yard shortfall

in exports under the aggregate limit for cotton
textiles during the same arrangement period.

(d) Shortfalls in the categories subject
to specific limits may be used for exports in
categories not subject to specific limits in the
applicable groups.

6. (a) In any arrangement period, exports may
exceed by a maximum of 11 percent the limits and
sub-limits by allocating to the limits or sub-
limits for that arrangement period an unused
portion of the applicable limit or sub-limit
for the preceding arrangement period (carryover)
or a portion of the applicable limit or sub-limit
for the succeeding arrangement period (carry
forward).

(b) Carry forward will be limited to a
maximum of 6 percent of the applicable limits
and sub-limits of the arrangement period in
question and will be charged against the same
limits and sub-limits of the succeeding arrangement
period. Notwithstanding the foregoing, carryover
of shortfalls into the first arrangement period
will be not more than 5 percent of the applicable
limits and sub-limits for the one year period
ending September 20, 1974 provided for in the .
Arrangement between the two Governments concerning
Trade in Cotton Textiles of January 28, 1972 and
in the Arrangement between the two Governments
concerning Trade in Wool and Man-made Fiber Textiles
of January 3, 1972.

(¢) For purposes of this Arrangement, a

el
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shortfall occurs when exports from Japan to the
United States during any arrangement period are
below the applicable aggregate limits and limits
for the applicable groups and catefories as well
as sub-limits for the applicable products in
this Arrangement or, for the first arrangement
period, below the limits and sub-limits for the
one year period ending September 30, 1974 provided
for in the Arrangements referred to in subpara-
graph (b) above. Exports may exceed the limits
and sub-limits by the amounts in subparagraph
(a) of this paragraph by carryover of shortfalls
in the following manner:

(1) The carryover will not exceed the amount
of the actual shortfall in either the
applicable aggregate limits or limits
for the applicable groups or categories
or sub-limits for the applicable products;
and

(2) In the case of shortfalls in the cate-
gories (or combination of categories)
subject to specific limits, the short-
fall will be used for exports in the
same category (or combination of
categories) in which the shortfall
occurred; and

In the case of shortfalls not attribut-
able to categories (or combination of
categories) subject to specific limits,
the carryover will te used for exports
in the same .group in which the shortfall
occurred.

(3)

(d) The limits and sub-limits referred to
in subparagraphs (a), (t) and (c) of this paragraph
applicable to Groups IV-VI are without any
adjustments under this paragraph or paragraph
S above, while those applicable to Groups I-III
are, for purposes of this paragraph only, as
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adjusted pursuant to paragraph 5(a2) above.

(e) The total adjustemnt under this
paragraph will be in addition to the adjustments
permitted by paragraph 5 to the limits and sub-
limits for any arrangement period.

7. (a) If, during any arrangement period, the
Government of the United States of America
considers that imports from Japan in any category
not set out in Annex A (2) are increasing so as
to cause a real risk of market disruption in
the United States market, the Government of the
United States of America will request consultations
with the Government of Japan.

(b) (1) Pending a mutually satisfactory
solution between the two Governments, the Govern-
ment of Japan will limit exports at annual levels
for that arrangement period in the category to
which such consultaions have been requested to
the greater of:

(i) 110 percent for man-made fiber and
cotton textile categories and 103 percent for
wool textile categories of the level of imports
into the United States from Japan of such cate-
gory during the most recent twelve-month period
preceding the month in which the request for
consultations was made for which relevant data
are available to the two Governments, or

(ii) Levels of the average annual imports
into the United States in such categories from
Japan during the period beginning October 1, 1971
and extending through September 30, 1974
compounded for each year of this Arrangement by
10 percent for man-made fiber and cotton textile
categories and by 5 percent for wool textile
categories.

RKH
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(2) If, in requesting the consultations
referred to in subparagraph (a) above, the
Government of the United States of America
considers that unusual and exceptional market
conditions exist in the United States where
imports in the category in question will cause
serious disruption, the Government of Japan will,
notwithstanding the provisions of sub-paragraph
(b) (1) above, limit exports at annual levels
for the arrangement period in question in the
category in question by applying the provisions
of sub-paragraph (b) (1) (i) above, pending a
mutually satisfactory solution between the two
Governments.

(¢) Consultations under this paragraph
will not be requested for any category not set
out in Annex bmwv when imports from Japan in
such category are at annual levels not more
than 1,000,000 square yards equivalent for each
man-made fibre or cotton textile category other
than apparel, 700,000 square yards equivalent
for each man-made fiber or cotton apparel
category, and 100,000 square yards equivalent
for each wool textile caetory.

(d) Any consultations provided for in this
paragraph will be held ard corcluded promptly.
The Government of the United States of America
will provide a detailed factual statement of
the reasons and justification for its request
for its request for consultations, including
data similar to that contemplated in paragraphs
I and II of Annex A of the Arrangement Regarding
International Trade in Textiles as well as
relevant data or imports from third countries.
The Government of the United States of America
will make similar consultation requests to the
governments of other countries whose exports to
the United States of cotton, wool, or man-made
fibre textiles are subject to restraint in cases
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where imports from such countries in the same
category are increasing.

(e) This paragraph will be implemented in
such a manner as to achieve the principles and
OTJmOﬁH<qm mmd out in the Arrangement Regarding
International Trade ir Textiles, and will only

be resorted to sparingly.

8. If the Government of Japan considers that
as a result of the w@@HHodeob of this Arrange-
Emﬁw, Japan is, or is threatened to be, placed
ir an inequitable position vis-a-vis a third
country whose exports to the United States of
cotton, wool and man-made fibre textiles are
subject to restraint, or that Japan is, or is
threatened to be, put in a substantially dis-
advantageous position compared with any other
exporting country because of such factors as
a remarkable increase of exports by such
country to the United States, the Government
of Japan may request consultations with the
Government of the United States of America.
Such consultations will be held and concluded
promtply with a view to taking appropriate
remedial action such as a reasonable modification
of this Arrangement. The Government of the
United States of America will take such
appropriate remedial measures as may be deemed
satisfactory by the two Governments in the
consultations.

(a) During the period of validity of this
Arrangement, experts of the Ministry of Inter-
national eumam and Industry and of the Depart-~
ment of Commerce and of other competent
authorities of the two Governments will meet
as frequently as may be necessary to exchange
current data on exports and imports between
Japan and the United States of the textiles
covered by this Arrangement, to review in detail
the implementation of the Arrangement, and to

RKP
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consider any problems arising thereunder

including flexibility problems and including
classification questiors. The Government of

the United States of fmerica will consider

such problems with the Government of Japan in

a reasonable manner consistent with the principles
set forth in the preample.

(b) The experts will also consider hardship
situations in either Japan or the United States
which may be related to the operation of this
Arrangement or the trade conducted thereunder
and may make appropriate recommendations to
their Governments for the resolution of such
situations.

10. Representatives of the two Governments will
meet at the request of either Government and at
least once a year for a general overall review
of this Arrangement ard its implementation.

Such review will include consideration of changing
conditions in the industries, markets and trade

of the two countries in the textile field, as

well as any particular proposals which may te

made under paragraph 17 Adw.

11. The Government of Japan will endeavor to
space exports as evenly as practicable on a
quarterly basis throughout each arrangement
period, taking seasonal factors into account.

12. Mutually satisfactory administrative
arrangements or adjustments may be made to
resolve minor problems arising in the imple-
mentation of this Arrangement including
differences in points of procedure or operation.

13. (a) For the purposes of this Arrangement,
the expression "Textiles" is limited to tops,
yarns, piece-goods, made-up articles, garments
and other textile manufactured products (being
products which derive their chief char icteristics
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from their textile components) of cotton, wool,
man-made fibers, or blends thereof, in which any
or all of those fibers in combination represent
either the chief value of the fibers or 50 per-
cent or more by weight (or 17 percent or more
by weight of wool) of the product.

(b) In the implementation of this
Arrangement, the system of textile categories
and the rates of conversion are set forth in
Annex B. The assignments of products to
categories listed in Annex B will be determined
in accordance with the United States Customs
classification and definitions, subject to
further clarification where necessary.

(¢c) Any question arising out of the
implementation of the provisions of this
paragraph will be subject to consultations
between the two Governments which will be
promptly held with a view to finding a mutually
satisfactory solution. These consultations will
take into account the marketing of the textiles
in question in the United States.

(d) Experts of the two Governments will
meet as necessary to discuss the application
of the above definitions for cotton, wool and
man-made fiber textiles to certain articles
which the Government of Japan considers to be
products of industries other than the textile
and apparel industries, and not to be textile
or apparel products.

14. The two Governments recognize that the
successful implementation of this Arrangement
depends in large part upon mutual cooperation
on statistical questions. Accordingly, each
Government agrees to supply promptly any
available statistical data requested by the
other Government. In particular, the Government

AKR
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of the United States of America will supply the
Government of Japan with data on monthly imports
of cotton, wool and man-made fiber textiles

from Japan as well as from third countries, and
the Government of Japan will supply the Govern-
ment of the United States of America with data
on monthly exports of cotton, wool and man-made
fiber textiles to the United States.

15, Matters concerning trade in cotton, wool
and man-made fiber textiles between Japan and
the United States which are not governed by
this Arrangement will bd governed by the provi-
sions of the Arrangement Regarding International
Trade in Textiles. The Government of the United
States of America agrees that insofar as the
exports from Japan of the products falling

within the scope of this Arrangement are conducted

within the framework thereof the Government of
the United States of America will not invoke
Article 3 of the Arrangement Regarding Inter-
national Trade in Textiles with respect to such
products.

16, If the two Governments are unable to
reach a mutually satisfactory solution within
a reasonable period of time on problems which
have been the subject of consultations under
this Arrangement, either Government may, after
notification to the other Government, refer such
problems to the Textiles Surveillance Body in
accordance with Article 11 of the Arrangement
Regarding International Trade in Textiles.

17. (a) This Arrangement will continue in
force through December 31, 1977, provided that
either Goverrment may terminate this Arrangement
prior thereto effective at the beginning of an
arrangement period by giving sixty-days' written
notice to the other Government.
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(b) Each Government may at any time propose
modificaticns of this Arrangement. The other
Government will give sympathetic consideration
to such proposal.

ANNEX A (1)

(a) The following aggregate limits and limits
for groups of categories will apply for the first
arrangement period:

Square Yards

Equivalent
Cotton Aggregate 536,482,000
Group I Cotton apparel 218,041,000
- Group II Cotton cloth 226,427,000
Group IITI Cotton made-up goods 92,014,000

and miscellaneous
cotton textiles

Wool and Man-made Fiber Aggregate 1,154,790,000

Group IV  Man-made fiber 291,311,000
apparel

Group V Other man-made fiber 819, 348,000
textiles

Group VI Wool textiles 44,131,000

(b) Each group set forth above will be deemed
to contain the following categories which are
defined in Annex B:

Categories 39 through 62, and part
of category 63

Group I

R+ 1
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Categories 5 through 27 and part of
category %2 (i.e., dedicated hand-
kerchief cloth)

Group II

Categories 1 through 4, 28 through
31, 33 through 38 and parts of
categories 32 (i.e., except for
dedicated handkerchief cloth), 63
and 64

Group III

Group IV  Categories 214 through 240 and 243
(i), and 243 (ii)
Categories 200 through 213, 241

Group V
through 243 and 243 (iii)

Group VI omdwmouwmm 101 through 128, 128 (i),

128 (ii), 128 (iii), 131 and 132

(c) With regard to Categories 63 and 64 referred
to in paragraph (b) above, the following items or
products as identified by TSUSA numbers (January 1,
1968 edition) will be included:

CATEGORY 63 (To be included in Group I except
as noted otherwise)

302.1040 (Scarves)L/2/ 172/
272.1540 (mufflers, modemmVH\N\
372.1560 (mufflers, scarves)~
373.0540
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373.1045
380.0040
380.0043
380.0046
380.0052
380.0055
380.0070
380.0073
380.3000
380. 3300
380. 3600
382.0052

382.0054
382.0056
382.0072
382.0080
382.0082
382.0084
382.0086
282.0088

382.2700
382. 3000
382.33%34
282.3336
382.2338
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38243340
382.3%42
382.3%44
702.1020

PART OF:

2/
380.007
umo.w@ommw
38039945/,
ey
wmm”wuommx

I.E.,

Pulovers
Aprons
Alter cassocks
Beachwear sets
Swim wear
Baseball uniforms
Sleeping bags

for infants
Halters
Men's and boys'

coveralls and overalls

Diaper sets
Dress shields
Sash belts



