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P R E F A C E

The ren eg otia tion  of the M u ltifibre A rrangem ent (M FA ) which 
e x p ires  at the end of 1981 is  now getting under way in G eneva. The next 
six  months w ill be c ru c ia l in deciding the future shape of trading in th is  
key se c to r  that accounts for a su bstan tia l proportion  of developing 
co u n tries ' exp orts of m anufactured p rod u cts. T he avowed aim of the 
agreem ent which entered  into fo rce  in 1974, w as to fa c ilita te  trade 
lib e ra lisa tio n  through the o rd e rly  growth in developing co u n tries ' te x tile  
and garm ent exp o rts to in d u stria lised  country m arkets allowing time for 
adjustm ent to take p lace  in the dom estic in d u stries  of in d u stria lised  
co u n trie s . In p r a c t ic e , how ever, the MFA has provided a system  of 
p rotection  for te x tile  and clothing m anufacturers in in d u stria lised  
co u n tries against com petition from im ports from developing co u n trie s , 
e sp e c ia lly  a fter  its  renew al in a much m ore r e s tr ic t iv e  form for the four 
y e a rs  from 1978 . W ith cu rre n t demands for an even tougher M FA fo r 
1982 onw ards, the negotiations a re  lik e ly  to prove d ifficu lt.

The in te re s t  of developing Commonwealth co u n tries in the 
export of te x tile s  and clothing has become su b stan tia l. In view of the 
im portance of th ese  negotiations to Commonwealth co u n trie s , the 
Commonwealth S e c r e ta r ia t  com m issioned D r. Cable of the O v erseas 
Development Institu te to evaluate the operation  of the cu rre n t M FA and 
provide econom ic and s ta t is t ic a l  data which it is  hoped w ill contribute to 
the negotiation of an improved A rrangem ent -  one w hich w ill promote trad e 
lib e ra lisa tio n  and take into account the in te re s ts  of the developing co u n tries 
in the expansion of th e ir  m anufactured exp orts and of the in d u stria lised  
co u n tries in the growth of th e ir  trad e with developing cou n tries and in the 
o rd e rly  growth of im ports of the products co n cern ed .

B . P ersa u d
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1. TRENDS

Introduction

1 .  We seek  h ere  to identify  those tren d s which a re  m ost re lev an t from the 
standpoint of evaluating the e ffe c ts  of the M u ltifib re  A rrangem ent (M F A ).

F o r  developing country (ldc) e x p o rte rs  of te x tile s  and garm ents, one key 
tren d  to m onitor is  that which e s ta b lish e s  w hether, in  acco rd an ce  with 
A rtic le  1 :3 ,  the A rrangem ent has provided scope "fo r a g re a te r  sh are fo r  
them in w orld trad e in  th ese p ro d u cts" . A m ore ambiguous index is  one which 
m easu res w hether the M FA  has helped Ides (a lso  A rtic le  1 :3  and pream ble)
"to se cu re  a su b stan tia l in c re a s e  in  th e ir  export earn in g s from tex tile  products " 
"S u b s ta n tia l"  is  often equated with 6 p er cent p er annum r e a l growth 
of ldc exp orts to im porting p artic ip an ts though Annex B m akes it  c le a r  that 
the 6 per cent is  applicable to re s tra in e d  ca te g o rie s  only, ra th e r  than to 
trad e o v e ra ll.

2 .  Developed country (dc) im p orters w ill be concerned  to e s ta b lish  tren d s 
which esta b lish  the su c ce ss  of the M FA  in "avoidance of disruptive e ffe c ts  
in  individual m arkets and on individual lin es  of production" (in  both im porting 
and exporting c o u n tr ie s ). 'M ark et d isruption ' has n ev er been sc ie n tific a lly  
defined fo r  u s e , in  M FA  b ila te ra l negotiations but is  taken (Annex A) to 
r e f e r  p rim arily  to "sh arp  and su bstan tia l in c r e a s e s  in  im ports . . . .  " and 
c a s e s  of "cou ntries with sm all m arkets an excep tion ally  high lev e l of im ports 
and a correspondingly  low le v e l of dom estic p rod u ction ". Su ffice  it  to say  
h ere  that dcs a re  looking fo r  tren d s in  the re la tio n sh ip  betw een trade and 
dom estic consumption and production and fo r  evidence of the lin ks betw een 
th ese  and oth er in d ica to rs  of the sta te  of th e ir  dom estic in d u stry .

3 . Even if  approp riate trend s can be id en tified , m easurem ent is  a lso  a 
problem , often s e r io u s . F i r s t , s ta t is t ic a l  inform ation is  only sa tis fa c to ry  
fo r  the f i r s t  half of the period known as M FA  II , negotiated  to run fo r  Tour 
y e a rs  from 1977-81  (e n d -y ea r to e n d -y e a r), and fo r the f i r s t  two y e a rs  of 
the five y e a r  E E C  b ila te ra l agreem ents (1 9 7 7 -8 2 ) . The period ov er which 
the M FA should be judged w ill v a ry , m o reo v er, from country to cou n try .
The main "US re s tr ic t io n s  w ere imposed in  1973 with some tightening of 
quotas in  1975 and 1979/80 while the E E C  M FA  re s tr ic t io n s  w ere not fe lt
in  th e ir  fu ll fo rce  until 1976 and 1977 and until ren egotiated  m ore strin g en tly  
as from 197 8 .
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4• Second , aggregate data is  bound to be approxim ate. T e x tile  trends 
based  on SIT C  65 w ill include jute goods, and oth er non-M FA  item s, while 
c a te g o r ie s  such as 'developed' (dc) and 'developing' (Idc) country m em bers 
o f the M FA  include some dc m em bers which do not impose quotas (such as 
Sw itzerlan d ), and exclude some ld cs dealt with outside the M FA  (e ,g 
T aiw an ). The definition of ld cs is  notoriou sly  e la s t ic .  On some definitions 
th is includes Southern European cou n tries amongst ld cs (G re e c e , P o rtu g al, 
Sp ain , T u rk ey , C yp ru s, M a lta , Y ugoslavia  and Rom ania). N aturally  th is 
co n sid erab ly  in fla tes  the fig u res of ld cs m ore n arrow ly(and  perhaps more 
m eaningfully) defined, and also  recen t growth of ldc exp orts sin ce these 
co u n tries a re  a rapidly expanding sou rce of supply. Individual ldc 
e x p o rte rs  a r e ,  fu rth erm o re , dealt with d ifferen tly  under d ifferen t 
arrangem ents and some a re  affected  m ore se v e re ly  than o th e rs . Some trad e 
flow s a re  not adequately captured in  the trad e s ta t is t ic s , such as goods 
p ro ce sse d  'o ffsh o re ' o r the su bstantial E a s t  W est, in ter-G erm an , tra d e .

5 . T h ird , the m onitoring of a system  of quantitative co n tro ls  ideally  
re q u ire s  quantitative d ata, but except fo r  a few narrow ly  defined homogenous 
ca te g o rie s  -  sa y , cotton cloth -  trad e data a re  availab le in  value term s and 
can  be reduced to volume changes only with the aid of questionable p rice  
in d ic e s . And even in  apparently homogeneous ca te g o rie s  th ere  are  subtle 
changes in  quality , and com position, from 'trad ing up' fo r exam ple, which 
crude quantity data m ask. D espite th ese  d ifficu lties  s e v e ra l fea tu res of 
re c e n t trade in  te x tile s  and clo t ling can be d isce rn e d .

Im portance of T rad e in  T e x tile s  and Clothing

6 . S e v e ra l broad tren d s can be d iscern ed  from a g en era l overview  of the 
ro le  of trade in  te x tile s  and clothing item s. F i r s t  , (T ab le  1) i t  is  becoming 
le s s  im portant in  re la tio n  to m anufactures as a w hole: 8 .9  p er cent of 
world m anufacturing trad e in  1979 as against 1 0 .4  p er cent in  1973 and 
1 1 .3  p er cent in  1 9 5 5 . T h is would p artly  be due to re la tiv e  p rice  movements 
and also  to slow er income e la s tic ity  of demand, but the m ore rapid decline 
a fte r  1973 is  probably attribu table to the e ffe c t of quotas on reducing the 
growth of world trad e in  th ese ite m s. S e co n d , within the s e c to r  th ere  has been a 

m arked and continuing sh ift from te x tile s  to clo th in g . F ib r e s  figure v e ry  
much le s s  prom inently in  trade m easured by value re flec tin g  both the re la tiv e  
declin e of the trad itio n ally  exported n atu ra l f ib re s  and the tendency tow ards 
downstream p ro cessin g  in  form er commodity e x p o rte rs . T h ird  T able 2
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brin g s out the co n sid erab le  im portance of exp orts of te x tile s  and clothing 
to ld cs in  re la tio n  both to o v e ra ll m anufactured exp orts and to n on-o il 

exp orts g e n e ra lly .

LDC Sh are  of DC Imports

7 . One of the m ost strik in g  tre n d s , and one of m ost co n cern  to ld cs , 

given the o b je ctiv e s  of the M F A , is  that a fte r  a long period in which the 
re la tiv e  com petitiveness of ldc e x p o rters  was re fle c te d  in  an expanding 
sh are  of w orld exp orts and of dc im p o rts, the sh are  of ld cs has stagnated 
sin ce  1976 and, fo r  ldc m em bers of the M FA , has fa llen  (T ab le  3 ) . GATT 
fig u res (T ab le  4) excluding in tra  E E C  trad e (a la rg e  and rapid ly growing 
component of w orld trade) show the ldc sh are  of w orld exp orts of te x tile s  
and clothing to have sta b ilised  at around 4 2 -4 3  p er cent in  the four y e a rs  
1 9 7 6 -7 9 , having r is e n  from 36 p er cent in  1 9 7 3 . T h e ir  sh are  of world 
clothing exp orts has fa llen  over the four y e a r  period from 58 p er cent to 
56 p er cent while that of te x tile s  has r is e n  from 32 to 34 p er c e n t. The 
sh are of ld cs in the im ports of dc m em bers of the M FA  (of te x tile s  and 
clothing) has s im ilarly  sta b ilised  at around 55756  p er cent o v e ra ll a fte r
a r is e  from 48  per cent in  1 9 7 6 . P re lim in ary  data fo r  1980 suggest that 
the ldc sh are  has again stagnated . But th ese  fig u res include non-m em bers 
of the M FA , p a rticu la rly  Southern European 'low c o s t ' su p p lie rs . The 
sh are  of developing country M FA  m em bers in  im ports of dc m em bers has 
fa lle n , each y e a r , from 40 p er cent in  1976 to 37 p er cent in  mid- 1980 and 
of clothing from 54 p er cent to 47 per c e n t. The d e terio ra tio n  has o ccu rred  
m ainly in the E E C  and the sm aller importing co u n tr ie s .

8 .  T h ese trend s are  thrown into sh a rp e r r e l ie f  when we con sid er 
increm ental sh a re s  of im ports by developed m em bers (T ab le  5 ) . Ldc m em bers 
achieved 62 p er cent of the increm ental sh are  of clothing im ports and 36
p er cent of te x ti le s ' im ports in  the 19 7 3 -7 6  period but only 43 per cent and 
24  p er cent re sp e c tiv e ly  in  the 1 9 7 6 -7 9  p erio d . They lo st m ainly at the 

expense of developed co u n tries (even excluding in tra  E E C  trad e) -  and to a 
le s s e r  extent to ldc and E a s te rn  trading a re a  non m em bers. Even if  we 
take the whole 1 9 7 3 -7 9  p eriod , the im port sh are of ldc m em bers is  actually  
le s s  in 1979 than 1973 (5 2 .9  p er cent from 5 6 .5  p er cent) and b a re ly  more 
fo r  te x tile s  and clothing (4 1 .1  per cent from 3 9 .5  p er c e n t). The most 
obvious explanation fo r the trend s observ ed  is  that a tightening of quotas on 
M FA  ldc m em bers in  the la te  1970s has led to p ro ce ss  of exp ort substitu tion ,
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a sw itching from re s tra in e d  Idc to n o n -re  stra in ed  dc o r  ldc su p p liers 
(m ainly the fo rm e r). Thus w hatever e ls e  may be claim ed fo r the M F A , at 
le a s t  in  its  la te r -M F A  II y e a r s ,  it  has fa iled  to r e a lis e  a g r e a te r  sh are  of 
w orld trad e fo r  those Ides which have adhered to i t .

R ea l Growth

9 .  We turn  now to the question of how su cce ssfu l the A rrangem ent has 
been in  obtaining fo r  Ides a "su b stan tia l in c r e a s e "  in  exp ort e a rn in g s .
T h is  is  an a re a  w here it  i s  e a sy  to get lo st in  the s ta t is t ic a l  and sem antic 
undergrow th. But the argum ents a re  im portant sin ce  d cs a re  seeking cuts 
in  the growth p ro v isio n . They w ill a rg u e , and be able to show , that ldc 
M FA  m em bers as a whole have been able to ach ieve 6 p er cent export growth 
at constant p r ic e s  sin ce  1973 , and c lo se  to 6 p er cent fo r  the m ore r e s tr ic t iv e  
M FA  I I .  To th is , Ides w ill need to be able to dem onstrate that constant 
p r ice  growth is  not the same as volume grow th, and that n e ith e r  adequately 
r e f le c ts  the u n sa tis fa c to ry  position  fo r ldc te x tile  and clothing e x p o rters  in  
term s of the r e a l  value of th e ir  e a rn in g s . L e t us take each  point in  tu rn .

1 0 . It is  extrem ely  d ifficu lt to obtain p rice  in d ices which a ccu ra te ly  'd e fla te ' 
the cu rren t valu es of traded te x tile s  and clothing fo r  variou s re a s o n s : the 
products a re  extrem ely  h etero g en eo u s; product com position v a r ie s  o v er tim e; 
data on unit valu es of im ports and exp orts a re  v e ry  patchy and ra re ly  
d ifferen tia te  between so u rce s  of supply o r  betw een quality and p rice  ch a n g es . 
GA TT h as tr ie d  to d eflate w orld trade in  th ese  products to constant 1973 
p r ic e s  and concluded that i t  in cre a se d  by 6 p er cent p .a .  on average in  the 
1 9 7 3 -7 6  period and 5 p er cent in  the 1 9 7 6 -7 9  period (a lb e it with very  
su bstan tia l v a ria tio n s from y e a r  to y e a r ) . Im ports into dc m arkets w ere 
ca lcu lated  at 8 p er cent and 7 p er cent p .a .  growth re s p e c tiv e ly . Ldc 
member im ports to dcs grew  by an estim ated 12 p e r  cen t p .a .  in  the 1 9 7 3 -7 6  
period, g r e a te r  than im ports as a w hole, but by roughly 5 p e r  cen t in the 
1 9 7 6 -7 9  p eriod , le s s  than fo r  im ports as a w hole, a tendency apparently 
sustained in  1980 so fa r  as cu rre n t data extend (T ab le  6 ) .

1 1 . T h ere  a re  how ever th ree  re a so n s  fo r  believing that the constant p rice
fig u res o v e rsta te  volume in c r e a s e s  fo r  ldc e x p o rts . F i r s t , a s  GATT 
acknow ledges, the crude unit value in d ices have the e ffe c t of o v er-estim atin g  

the constant p rice  valu es of ldc exp o rts sin ce  "the re ce n t p rice  in c re a s e s  
(on dc trad e flow s) appear to b e , on a v e ra g e , h igher than th o s e .......................
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(in  ldc f lo w s )" . S e co n d , the p rice  in d ices show in c r e a s e s  not only b ecau se 
of in flation  but b ecau se of monopoly re n ts  from V E R  quota contro l in  
exporting co u n tr ie s . T h is c o s t , to con su m ers, from p rotection  also  lead s 
to an overestim ation  of im port volum es. T h ird , o v er tim e, suppliers try  
to upgrade th e ir  products from  low er to h igh er p riced  item s in o rd e r to 
m axim ise gains under quotas a s  w ell as g en era lly  to improve unit v a lu e s .
N ot, of c o u rs e , that th is upgrading, o r  the monopoly r e n ts , a re  in  them selves 
unwelcome to ldc e x p o rte rs  -  on the co n tra ry  -  but n o n eth eless they do have 
the e ffec t of in flating 'co n stan t p r ic e ' d ata . S ta t is t ic s  now availab le from  
both the European Comm ission and the U SA  b e a r  out what we might have 
expected from the above: that volume im port growth from ld cs is  
co n sid erab ly  le s s  than the constant p r ice  in d ica to rs  might su g g est. The 
E E C  data show th at, in  the period 1 9 7 6 -7 9 , "low co st su p p lie rs"  achieved 
only 4  p er cent annual volume export growth to the E E C , w hile M FA  
e x p o rte rs  under b ila te ra l agreem ents achieved only 2 .4  p e r  c e n t. T o ta l 
im ports grew  5 .7  p er cent by volume and those from in d u stria l cou n tries 
by 9 .9  p e r  c e n t. The U S  data a re  m ore d ifficu lt to in te rp re t sin ce  th ere  a re  
m ajor d iscon tin u ities from one y e a r  to an oth er, but te x tile  and clothing 
volume growth o v er the period 1 9 7 1 -7 9  was an estim ated 3 .8  p er cent p .a .  
fo r a ll ld cs and volumes im ported actu ally  fe ll  betw een 1976 and 1979 (s e e  
T a b les  7 and 8 ) .

1 2 . Even if  we tre a t  r e a l  changes in  ldc te x tile  and clothing earn in g s a s  
incorp oratin g  both volume changes and unit value changes a ris in g  in 
commodity com position and quota prem ia, th ese  earn in g s need to be seen  
in  the context of what they w ill buy. F o r  th is rea so n  it  has been argued 
that a p rop er m easure of the r e a l  earn in g s of tex tile  exporting ld cs needs 
to in co rp o rate  a p rice  d efla to r fo r  ldc im p o rts; in  sh o rt, to in co rp o rate  
b a r te r  term s of trade e f fe c ts . A ll n o n -o il ld cs have exp erien ced  su b stan tia l 
term s of trad e d eterio ra tio n  becau se of h igher o il p r ic e s  but sin ce we a re  
h ere  concerned  only with d c-ld c  trad e a d efla to r which in co rp o ra tes  p rice  
changes fo r  dc m anufactured exp orts (o r  i f  obtainable sp e c ifica lly  fo r dc 
m anufactured exp o rts to ldcs) would be a p p ro p ria te . In g e n era l the unit 

values of te x tile s  and clothing item s in  in tern ation al trad e have fa llen  
con sp iciou sly  behind those of m anufactures in  g e n e ra l. If a d efla to r is  
applied which cap tu res th ese  e f fe c ts , a lb e it approxim ately , ld cs a re  seen  
to have achieved 'r e a l '  growth of exp orts of clothing to dcs of 1 4 .4  p er cent 
p .a .  in  1 9 7 3 -7 6  declining to 4 .6  p er cent p .a .  in 1 9 7 6 -7 8 . F o r  te x tile  

the re lev an t fig u res a re  -  0 .4  p er cent in crea sin g  to 2 .5  p er ce n t. T h u s,
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the p icture is  one of im port growth in  the p o st-1 9 7 6  period  being w ell 
below 6 per cent on a meaningful m easure of ' r e a l ' ch a n g es . A fu rth er 

point could be made which re in fo rce s  th is con clu sio n . A ll an aly sis  has been 
conducted so fa r  in  term s of constant U S  $  deflated with variou s in d ic e s . 
H ow ever the U S $  d ep reciated  sig n ifican tly  against o th er m ajor c u rre n c ie s  
p a rticu la r ly  betw een 1976 and 1 9 7 9 , thus a red efin ition  of the purchasing 
pow er of ldc exp orts in  term s of a weighted basket of m ajor W estern  
c u rre n c ie s  would be even le s s  sa tis fa c to ry , at le a s t  fo r  th is p erio d .

B a lan ce  of T rade

1 3 . We have co n sid ered , so fa r , tex tile  and clothing exp orts from ldcs 

to dcs in iso la tio n  from oth er trade flow s and from the balance of t r a d e .
But th ere  a re  re c ip ro c a l flow s, of te x ti le s , f ib r e s , m achinery , chem ical 
dyes and clo th in g . In die norm al run of events i t  would be a d esertio n  of 
elem entary econom ic p rin cip les to compute ' g a in s ' and ' lo s s e s ' in trade 
from  b alan ces calcu lated  from b ila te ra l flows and for p a rticu la r  products 
a r b itr a r ily  defined . The ben efits of trade a r e ,  a fte r  a l l ,  p rim arily  those 
derived  from its  in te r-in d u stry  and m u ltila te ra l c h a r a c te r . H ow ever, the 
M FA  has litt le  to do with econom ics and sin ce it  is  based  upon b ila te ra l 
regulation  of trade in  p a rticu la r  products its  own p ecu liar conventions of 
fa irn e s s  c a ll  fo r  some exam ination of tren d s in the narrow  balance of 
tra n sa ctio n s (though ldc c r i t ic s  of the A rrangem ent should n ev er ce a se  to 
point out the absurd ity  of th is enforced  b ila te ra lism ).

1 4 . As is  shown in  table  10 th ere  is  a m arked co n tra st betw een d c-ld c  
trad e in  te x tile s  and clo th in g . Dc m em bers of the M FA  run a trad e surplus 
in  te x tile s  h alf o r m ore of which is  accounted fo r by ld c s . By co n tra st dcs 
run an in crea sin g  d e fic it in clothing alm ost a ll with ld c s . The o v era ll te x tile s  
and clothing d efic it of dcs (m ostly accounted fo r  by ldc m em bers of the M FA ) 
has r is e n  from $ 2 . 1  bn in  1973 to $ 5 .0  bn in 1976 and $ 9 .8 b n  in 1979 .
V arious q u alification s need how ever to be made of th ese  fig u re s . F i r s t ,
the trade b a lan ces a re  in  cu rre n t p r ic e s  and the in c re a s e  in  the Id c-d c 

trad e d efic it between 1976 and 1979 is  halved once we apply a d efla tor which 
g iv es us a b e tte r  m easure of the r e a l purchasing power of the foreign  
exchange earn ed . Seco n d , the aggregate fig u res fo r dcs (and ld cs) and fo r 
groups such as the E E C  a re  m isleading sin ce they con cea l con sid erable  
v a ria tio n s (T ab le  1 1 ). Two d c s , Japan and Ita ly , a re  su bstan tia l net 
e x p o rters  of te x tile s  and clothing to g e th e r . T h ese two a re  m ajor b e n e fic ia r ie s
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of ' export su bstitu tion’ , from quotas imposed in  a d iscrim in atory  way on 

Idc m em bers of the M F A . B y  co n tra s t, a la rg e  p art of the to ta l dc trade 
d e fic it in  the s e c to r  is  accounted fo r by two co u n trie s , Germany and the 
U SA  which run v e ry  la rg e  d e fic its  (o v er $4  bn . each  in 1978 and 1979) 
la rg e ly  on the clothing s id e . The same broad pattern  is  common also  to 
the U K , A u str ia , the N etherland s, and S w itzerlan d . The p icture is  
completed by those dcs which run la rg e  d e fic its  in both te x tile s  and 
clothing (A u stra lia , Canada, New Zealand, Sw eden, N orw ay, Denm ark).
A third  point is  that trad e b a lan ces a re  ra th e r  a r b itr a r ily  computed on the 
b a s is  of ca te g o rie s  S IT C  65 and 84.  Not only do th ese  include some ldc 
exp orts which are  not M FA  item s ( e .g .  handknotted c a rp e ts , jute and s is a l  
products) but, m ore im portant, they fa il to in co rp o rate  inputs to the tex tile  
and clothing in d u str ie s , some of which a re  d ire c tly  consequential upon the 
exp orts of the fin al o r interm ediate p ro d u cts. In 1978 (T ab le  12) w ell o v er 
half of the ld c  surplus on clothing was o ffset by d e fic its  on te x tile s , dyes 
and tex tile  m ach in ery , the la s t  named being a m ajor item . T h u s, the dcs 

' d e fic it ' in th is se c to r  is  su b stan tia lly  o ffset by re c ip ro c a l flow s, many of 
them excluded from a crude te x tile s  and clothing ' b a la n ce ' .

M arket P en etra tio n

1 5 . Although the lev e l of m arket penetration  is  not in  its e lf  a sa tis fa c to ry  
ground fo r justify ing alleg ation s of m arket disruption (ra th e r  than the
ra te  of change of im ports in  re la tio n  to the home m arket) 'm arket p enetration ' 
ra te s  have become a c ru c ia l ingredient in developed country argum ents.
S in ce  the concept is  so widely deployed it  is  important to understand its  u s e .

1 6 . Import penetration  is  usu ally  m easured by the extent to which apparent 
consumption (production le s s  exp orts plus im ports) is  met by im p orts.
R atios a re  norm ally calcu lated  in term s of v alu e, but i f  p ossib le  in term s 
of volume since values may u nderstate the e ffe c ts  of im p o rts, if  'low c o s t ',  
on output and employment. R atios may also  underestim ate import penetration  
because of double counting in the figure fo r dom estic production. But th ere  
are  a lso  reaso n s for believing that in some re s p e c ts  import penetration ra tio s  
exaggerate the problem . F ir s t  , they deal with im ports on ly . But open 

econom ies c h a ra c te r is tic a lly  have high and growing im port penetration  r a t io s , 
and high and ris in g  export s a le s  ra tio s  at the same time and fo r  the same 
se c to rs  and b ra n ch e s . It is  not unknown to find in d u stria l b ran ch es in which 
im port penetration is  c lo se  to 100 per cent (g loves in the UK) but which
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have su cce ssfu l firm s producing e n tire ly  fo r  e x p o rt. A g re a t deal i s  often  
made of high p enetration  in p a rticu la r  su b se c to rs , such as the U K 's 60 p er 
cent in  woven men s h ir t s , but th is may mean litt le  i f  o th er su b secto rs  , le t  
alone in d u str ie s , have su bstan tia l exp o rts in  re la tio n  to s a le s .  S e co n d , 
im p o rts , exp orts and production are  assum ed to be fu lly  substitu table 
and com petitive. Even at a v e ry  d isaggregated  lev e l th is  is  unlikely to be 
the c a s e , b ecau se of sp e c ia lised  ta s te s  and fashions in  clothing and 
becau se of la rg e  d iscre p a n c ie s  in  p r ic e s  between im ports and home p ro d u cts . 
Some im ports a re  n e c e s s a ry  inputs to the next stage of p ro c e s s in g . T h u s, 
im port p enetration  ra tio s  can o v e rsta te  tru e m arket p en etra tio n . T h ird , 
i t  is  questionable w hether the ca lcu lation  should be c a r r ie d  out in  term s 
of volumes of goods ra th e r  than valu es at a l l .  P ro d u ce rs  in  W estern  
econom ies a re  not concerned  with quantity fo r qu antity 's sa k e , but a lso  
(o r  prim arily ) with value added, and th is should be re fle c te d  in  the o v e ra ll 
estim atio n . B y  co n tra s t, ra tio s  ca lcu la ted  in value w ill u nd erestim ate 

the e ffe c ts  of im port penetration  on output and employment w here im ports 
a re  highly competive with dom estic production of h igh er unit v a lu e .

1 7 . An attempt is  made, in  T able 13 , using W orld Bank d ata , to produce 
im port p enetration  ra tio s  fo r  the main OECD co u n trie s , fo r  a v a rie ty  of 
s u b s e c to rs . The ra tio s  a re  calcu lated  in  value term s (w hich may lead  to 
underestim ation) but a re  a lso  of la rg e  ca te g o rie s  (which may in co rp o rate  a 
fa ir  degree of non-com peting tra d e ) . One com parison of p a rticu la r  in te re s t  
is  that betw een the E E C  and the U SA sin ce  the sen se of g riev an ce in  the 
E E C  -  that the Community is  carry in g  an 'u n fa ir  burden' -  has been a potent 
fo rce  behind the demand fo r  tig h ter co n tro ls  in the Community. O ver the 
period 1 9 7 0 -7 7  im port penetration  from Ides to the E E C  has r is e n  from
3 p er cent to 7 p er cent fo r te x tile s  and 5 p er cen t to 19 p er cent fo r  
clothing (a s  again st o v e ra ll im port penetration  ra te s  of 21 p er cent in cre a s in g  
to 32 per cent -  te x tile s  -  and 23 p er cent to 47 p er cent c lo th in g . Import 
p enetration  le v e ls , as reg a rd s ld c s , a re  low er in  the U SA , the in c re a s e  
being from 1 .3  p er cen t to 2 p er cen t -  te x tile s  and 2 p er cent to 7 p er cen t 

clo th in g . But th is in p art r e f le c ts  a much low er lev e l of im port p en etration  

o v e ra ll; from 6 p er cent to 5 p er cent ( i . e .  a d e cre a se ) fo r te x tile s  and
4  to 8 p er cent fo r  clo th in g . It a lso  leav es exp orts out of the reckon in g , 
and as we have alread y  seen  the E E C  has v e ry  much la r g e r  exp orts in 
re la tio n  to im ports than the U S . T h ere  a r e ,  m o reo v er, im portant d iffe re n ce s  
Within the E E C . Import penetration  ra tio s  fo r te x tile s  and clothing (from  
ld cs) a re  sig n ifican tly  low er in  F ra n ce  and Ita ly  than the U SA , while the

8



ra tio s  in the UK and Germany a re  much h igher (in  1977 , im port penetration 
in the UK by ld cs was 7 p er cent fo r  te x tile s  and 19 p er cent fo r clothing 
and in Germ any 7 .5  p e r  cent and 25 p er cent re s p e c tiv e ly ). We can also  
see from T ab le  14 that i f  we take a crude o v e ra ll m easure of m arket 
penetration  -  $ 's  of im ports p er capita  o r p er $ 1 0 0 0  of GNP - that the U S 
and se v e ra l m ajor Community m em bers have re la tiv e ly  low 'burden ' lev e ls  
though B r ita in , Germ any, Denmark and Holland, like  Sw eden, a re  w ell 

above a v e ra g e .

1 8 . The trad e ra tio s  can also  be used to te ll  us something about p a rticu la r  
tex tile  and clothing products in  which ld cs have been su c ce ss fu l and have 
dem onstrated a strong com parative advantage. The m ost strik in g  le v e ls  of 
im port penetration  by ld cs (T ab le  15) a re  in  ca te g o rie s  which a re  both 
obscu re and/or com prise products which a re  norm ally reg arded  as non­
competing, and fa ll outside the M F A : tex tile  w aste and f ib re s  fo r tex tile  
u s e ; clothing a c c e s s o r ie s ;  handknotted c a rp e ts ; cordage and twine ( in c l .  
s is a l  item s); le a th e r  c lo th e s . Im portant tex tile  ca te g o rie s  in both the U SA  
and the E E C  enjoy low im port p enetration  from ld cs and a re  exp orted : 
wool fa b r ic s ; m achine made c a rp e ts ; products of knitting m ills ; y arn s in  
g e n e ra l; manmade fib re  fa b r ic s ; m iscellan eou s te x tile  item s (in d u stria l 
te x tile s , bonded fa b r ic s  e tc ) .  M a jo r ca te g o rie s  in which ld cs do have a 
sig n ifican t m arket sh are  are  the main clothing item s, cotton fa b r ic s  (m ainly 
of g re y s ), and some m ad e-u p s. It is  in th ese a re a s  that ld cs can 
m eaningfully be said  to have a sig n ifican t com parative advantage, ra th e r  
than, as is  often m ore d ram atically  p o rtray ed ,in  the whole of the te x tile  and 
clothing in d u str ie s .
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II . THE WORKING OF THE M FA  SIN C E 1977 

The Extent of C ontrols

19. V irtu a lly  a ll the te x tile s  and clothing exp orts of Commonwealth ld cs  
to in d u stria l co u n tries a re  su b ject to the reg u latory  fram ew ork estab lish ed  
under the GATT M u ltifibre A rrangem ent. But th ere  a re  im portant ex cep ­
tio n s. F i r s t ,  some in d u stria l co u n tries do not operate a system  of 
b ila te ra l agreem en ts. A u stra lia  and New Zealand operate non-d iscrim inatory 
import quotas (and re ly  heavily  on ta r if fs ) . Canada operated a non- 
d iscrim in atory  global quota fo r a w hile. Norway has had quotas which a re  
p a r t-b ila te ra l and p a rt-g lo b a l (with d iscrim in ation  in favour of E F T  A and 
E E C ). Sw itzerlan d  does not impose import r e s tr ic t io n s  but it  i s  a d ifficu lt 
m arket to en ter even re la tiv e  to co u n tries operating strin gen t co n tro ls  . 
S e co n d , many ld cs  a re  not M FA  s ig n a to rie s , but the most im portant of 
th ese - Taiw an, China, Indonesia and, in the Commonwealth, M au ritiu s, 
M alta and Cyprus - have reach ed  b ila te ra l agreem ents with th e ir  m ajor 
custom ers on broadly sim ilar p rin cip les  to M FA  agreem en ts. Third , some 
te x tile s  item s a re  not covered  by the M FA  - products of ju te , fla x , s is a l ,  
s ilk  and handknotted c a rp e ts . Of th e se , the status of s ilk  and flax  is  
p ossib ly  in  doubt and the o th ers a re  a ffected  by a v a rie ty  of ta r iff  and quota 
m easu res. F in a lly , not a ll products a re  su b ject to con tro l even within a 
fram ew ork of b ila te ra l agreem ents. Some item s fo r some co u n tries a re  quota 
fre e  and o th ers  su b jec t to 't r ig g e r ' action  ra th e r  than p re-d efin ed  quotas.
But a ll a re  potentially  con tro lled  which is  perhaps m ore im portant from the 
point of view of investm ent d e cis io n s .

20 . An attempt is  made to sum m arise in T ab le  16 the most im portant 
fe a tu re s  of the main se ts  of b ila te ra l agreem ents operated  by p a rticu la r  
m em bers and as they a ffec t Commonwealth su p p liers . The main sig n ifican ce  
of th ese  agreem ents fo r  su p p liers l ie s  not, p rim arily , in  th e ir  extent but
in  th e ir  content, and the sp ir it  with which they a re  implemented: m ore of 
th is below . But v ariou s points need to be made a lso  about th eir  exten t.
The main M FA  im porting co u n tries have now achieved alm ost com plete 
coverag e of ldc su p p liers . Even flow s of apparent tr iv ia lity  ( e .g .
S r i  L an k a 's  exp orts to Canada which a re  0 .0 5  p er cen t of C anada's 1979 
im ports) a re  su b ject to quota con tro l and consu ltative agreem ents co v er 
p o ten tia l,cu rren tly  non-p roducing, su p p liers . The la r g e s t  Commonwealth 
su p p liers, as y et unaffected by quotas, a re  the C aribbean  islan d s exporting 
to the USA but the sh are  of US im ports of the most su b stan tia l, B a rb a d o s ,
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is  no m ore than 0 .2  p er cen t. T h ese  su p p liers a r e ,  in any event, affected by 
the US G SP p rov ision s and, p oten tially  the b ig g est su p p lier, Jam aica, by 
a consultation agreem ent. M o reo v er, the num bers of b ila te ra l agreem ents 
jumped sharply a fte r  1977, from 12 to 20 from the E E C  (excluding some 
reached  la te r  - a s  with M auritius and Ind onesia), from 7 to 10 fo r Sweden 
and 5 to 9 fo r  C anada. Only the U SA (17 to 13) and A u stria  (8 to 5) moved 
in the opposite d ire ctio n . Although it  is  v irtu a lly  im possible to m easure the 
extent of co v erag e within p a rticu la r  b ila te ra l flow s th is a lso  in cre a se d  
sig n ifican tly . However it  is  the sp ir it  and modus operandi of the agreem ents 
which co n cern  us mainly h e re .

M FA P r in c ip le s  and D erogations

21 . The M FA , as o rig in ally  con ceived , rep resen ted  a balan ce of competing 
in te r e s ts . Those of tex tile  exporting ld cs (and consuming in te re s ts  in the 
dcs) w ere encom passed by the 'b a s ic  o b je ctiv e ' of the M FA  (A rtic le  1 :2 )  to 
"ach iev e the expansion of tra d e , the reduction of b a r r ie r s  to such trad e and 
the p ro g re ss iv e  lib e ra lisa tio n  of w orld trade in tex tile  p ro d u cts" . T h ose of 
tex tile  in d u stries  in  importing co u n tries  w ere to be accommodated by step s 
to ensure (sam e A rtic le ) the "o rd e r ly  and equitable development of th is trade 
and avoidance of disruptive e ffe c ts  in individual m arkets and on individual 
lin es  of production in both importing and exporting c o u n tr ie s " .

22 . Ldc tex tile  e x p o rters  adhering to the orig inal M FA  saw in it a prom ise 
of "p ro g re ss iv e  lib e ra lisa tio n "  from a system  then c h a ra c te r is e d  both by 
p rotection  in  some dcs and by u n certa in ty  over the d irectio n  of trade p o licy . 
But in  doing so they accep ted  - with varying d eg rees of re lu ctan ce  - 
derogation from the GATT p rin cip le  of n on -d iscrim in ation , accepting that 
importing co u n tries could seek  r e s tr ic t io n s  on exp orts of p a rticu la r  products 
from p a rticu la r so u rces  under c e r ta in  c ircu m sta n ces . F u r th e r , they 
accep ted  one m ajor new p rin cip le  - 'm arket disruption' resu ltin g  in 's e r io u s  
damage' - le s s  tautly defined than 's e r io u s  in ju r y ', proof of which is  
req u ired  under GATT A rtic le  X IX  'sa feg u ard ' actio n , (togeth er with v ariou s 
other questionable and new p rin c ip le s  such as 'minimum viab le prod uction '). 
By accepting the M FA  p ro v isio n s, e x p o rters  a lso  su rren d ered  the rig h t to 
re ta lia tio n  provided fo r  under G A TT. That they did so was p artly  due to 
fe a r  of the p o ssib le  a lte rn a tiv e s  but p artly  becau se of ch eck s and b alan ces 
within the M FA : guaranteed minimum le v e ls  of growth, and fle x ib ility ; a 
guarantee that b ila te ra l agreem ents would be m ore lib e ra l than the minimum 

standards in the A rrangem ent; and a fram ew ork of m u ltila tera l su rv eillan ce
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under the T e x tile  S u rv e illa n ce  Body (T S B ) .  But it  could be argued that the 
M FA  was flaw ed in conception and that many re c e n t problem s faced  by ld cs  
can be tra ce d  back to the M FA  its e lf  ra th e r  than simply to the p ro v isio n , 
a fte r  1977, fo r  'rea so n a b le  d ep artu res ' from i t .

R easonable D ep artu res in P r in c ip le

2 3 . The 1977 ren egotiation  - o r extension  - of the M FA  led  to an amending 
P ro to co l which noted the u n sa tisfa c to ry  situation  in w orld trad e and renew ed 
the M FA  fram ew ork su b ject to the p rov iso  that b ila te ra l agreem ents could 
"include the p o ssib ility  of jo in tly  ag reed  reason able  d ep artu res from p a r t i­
cu la r elem ents in  p a rtic u la r  c a s e s "  (P a r a . 5 .3 )  but that "any such 
d ep artu res would be tem porary and that p a rtic ip a n ts  con cern ed  shall re tu rn  
in  the sh o rte s t p o ssib le  time to the fram ew ork of the A rran g em en t". The 
h isto ry  of the term s of the ren egotiated  p rotocol have been amply explored
elsew h ere and need no re h e a rs a l h ere1 . Su ffice  it  to say that the issu e  
a ro se  as a re s u lt  of p re ssu re  from the E E C , which co n sid ered  that a le g a l 
reform ulation was req u ired  to perm it a m ore r e s tr ic t iv e  ren egotiation  of 
b ila te ra l agreem en ts, recog n isin g  in  advance that proof of m arket disruption 
req u ired  to obtain a new se t of agreem ents accep tab le  to su p p lie rs , and to 
the T S B ,  would be too onerous and time consum ing.

24-. We do not intend h ere  to labour the issu e  of w hether p a rticu la r  d ep ar­
tu re s  can  in  any form al sen se be held to be "re a so n a b le "  o r n o t, ra th e r  to 
review  the term s of the main groups of ren egotiated  b ila te ra l agreem ents - 
with the E E C , the U S , the N ordics and Canada - and to judge th e ir  
com patibility with the M FA , both in  form and s p ir it . We do th is fo r  se v e ra l 
re a s o n s . F i r s t ,  th ere  is  no con sen su s as to what con stitu te 'd e p a rtu re s ' 
le t  alone 're a so n a b le ' ones and th is i s  re fle c te d  in the d e lib eratio n s of the 
T S B . It  has catalogued v aria tio n s in  the variou s b ila te ra l agreem ents but 
has been able to obtain unanimous agreem ent only on the point that a 
'd e p a rtu re ' is  involved in c a s e s  w here th ere  is  a reduction  of n et a c c e s s .  
Even in  th is lim ited a re a  of con sen su s th ere  a re  d iffe re n ce s  as to w hether 
the d ep artu res a re  "re a so n a b le "  and what is  implied by the understanding 
that they should be "tem p orary" o r rem oved "in  the sh o rte s t p o ssib le  t im e " . 
Second , the concept of 'jo in t agreem ent' is  open to m isin terp reta tio n  too.
T h e 'agreem ent' of a b ila te ra l may simply r e f le c t  d isproportionate bargain ing  
pow er and the fe a r  of m ore se v e re  u n ila tera l actio n . T h u s, form al statu s is  
a poor guide, e sp e c ia lly  when the EEC  has declined to accep t that the T S B

can "put into question the b ila te ra l agreem ents concluded".2 T h ird , the
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're a so n a b le  d ep artu res ' p rov ision  was a rr iv e d  at la rg e ly  a t the behest of 
the EEC  and fo r  the purposes of rem edying c e r ta in  sp e c ific  co n cern s of the 
Community. But other im porting co u n tries  - the U S and the N ordics in 
p a rticu la r  - have sought to exp loit the m ore r e s tr ic t iv e  clim ate too in ways 
that a re  damaging to e x p o rte rs  but may not have req u ired  p r io r  accep tan ce 
of the p ro to co l, a s  such. M o reo v er, in some in s ta n c e s , notably with Norway, 
consuming co u n tries  went outside the M FA , even with 'rea so n a b le  departures' , 
to achieve m ore r e s tr ic t iv e  arran g em en ts. T h u s, the 'rea so n a b le  
d ep artu res ' concept i s  not im portant so much fo r  its  leg a l connotations 
(though th ese  a re  not n eg lig ib le) but as a symbol of m ore r e s tr ic t iv e  

attitudes g e n era lly .

D ep artures in P r a c t ic e

25 . The scope and detailed  p ro v isio n s of p a rtic u la r  im porting country 
arrangem ents and b ila te ra l agreem ents a re  com prehensively d escrib ed  
elsew h ere (and a re  sum m arised in  T ab le  16) so we sh all h ere  l i s t  the main 
so u rces  of d issa tis fa c tio n  of ld cs  with cu rre n t arran gem en ts. S in ce  the 
points a re  grouped them atically  it  should be s tre s s e d  that not a ll 
n e c e s s a r ily  apply to a ll dcs a ll of the tim e.

2 6 . To sum m arise the main fe a tu re s  of the p o s t -1977 arrangem ents which 
have given most co n ce rn , by im porting country , they a re  e sse n tia lly  as 
fo llo w s:

(i) E E C : introduction of 'g lob al' c e ilin g s  fo r  se n sitiv e  p rod u cts; 
cut b ack s in a c c e s s  fo r  m ajor su p p lie rs : o v e ra ll growth ra te  of 
im ports e ffec tiv e ly  cu t; 'b a sk e t e x tra c to r ' fo r  new su p p liers; 
r e s tr ic t io n s  on sm all su p p liers under global c e ilin g s : treatm ent 

of handlooms.

(ii)  the U S : m easu res to elim inate 's u rg e s ' resu ltin g  from use of 
ca rry fo rw a rd  and swing p ro v isio n s; annual re v is io n s  of 
p re c is e ly  agreed  growth r a te s  in lin e  with m arket conditions; 

handloom s.

( ii i)  the N o rd ics: abuse of 'minimum viab le production' to red uce 
growth and fle x ib ility ; treatm ent of sm all su p p liers ; 'g lo b al' 
quotas in  Norway; net a c c e s s  red u ction s.
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(iv ) C anada: 'red u ced ' growth with sen sitiv e  c a te g o r ie s , reduced 
fle x ib ility ; treatm ent of sm all su p p liers ; handlooms.

M ajo r A rea s of LDC C oncern

(a) Reduction in A cce ss

2 7 . Under no c ircu m stan ces does the M FA  (Annex B p a ra  1) admit the 
p o ss ib ility  of cu ts in y e a rly  quota le v e ls  below the le v e l operating in  the 
twelve month p eriod  b efo re  th e ir  im position. The E E C 's  agreem ents with 
Hong Kong (and a lso  K orea) estab lish ed  1978 quotas fo r  some item s not only 
below 1977 le v e ls , but below 1976 le v e ls  (1976  le v e ls  w ere used as a b a se  
fo r  a ll E E C  ag reem en ts). T h is was c le a r ly  a d ep artu re , and reco g n ised  as 
such, but the E E C  claim ed ju stifica tio n  on the grounds that 1976 fig u re s 
w ere a r t if ic ia lly  in flated  by im ports being rushed in  to beat quotas then 
being negotiated . I t  a lso  ap p ears to be the c a s e  that the o v e ra ll Community 
ce ilin g  in  1978 was cut back below 1976 actu al le v e ls  fo r  m ens' woven 
sh ir ts  and sw eaters/ p u llo v ers . R eductions in  a c c e s s  w ere a lso  p re sen t in  
Sw ed en 's agreem ents (1978/79) with Hong Kong - involving a cut of 15 p e r  
cen t - K orea  and M acao , and F in la n d 's  with Hong Kong (though the la t te r  
cu ts w ere re s to re d  in 1980). The U S ' a n ti-su rg e ' actio n  in  1979 and 1980 
had a sim ilar e ffe c t . The Hong Kong au th o rities have ca lcu la ted  that down­
ward quota re v is io n s  in  1980 resu lted  in  a lo s s  of n et a c c e s s  equivalent to 
31 mn sq . y a rd s .

(b) Growth R ate  P ro v is io n s

2 8 . The M FA  p rovides fo r  an annual minimum growth ra te  of 6 p er cen t fo r  
each y e a r  of continuing r e s tr ic t io n s , fo r  each  item re s tra in e d  (and 
u n restra in ed  growth fo r  the rem ainder of item s). T he M FA  does provide

fo r  growth below 6 p er cen t " in  exceptional c a s e s  w here th ere  a re  c le a r  
grounds fo r  holding that the situation  of market disruption w ill re c u r  i f  the 
above growth ra te  is  implemented" (th ere  is  another exception  - the N ordic 
p rov ision  - which we shall deal with se p a ra te ly ). The 'excep tio n al' n ature 
of the sub - 6 p er cen t p rov ision  and the need fo r  'c le a r  grounds' w ere 
c le a r ly  incom patible with the d eclara tio n  of the European Community in  1977 
that "they could not liv e  up to the new commitment which would re s u lt  from  
the m aintenance of a 6 p er cen t growth r a te "  3

2 9 . The new E E C  arrangem ents give reduced growth r a te s  to those item s 
enjoying re la tiv e ly  high import p en etratio n , grouped in five ca te g o rie s
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accord in g  to se n sitiv ity . T h e idea of re la tin g  growth r a te s  to import 
p en etration  is  com prehensible on a narrow  in terp re ta tio n  of m arket 
d isruption . With im port p en etratio n  a t, say 50 p e r  ce n t, a 6 p er cen t import 
growth ra te  w ill en tail im port growth of the equivalent of 3 p e r  cent of the 
m arket in  that y e a r , w hile, if  m arket p en etratio n  w ere 5 p er cen t, re lev an t 
encroachm ent is  a  b a re ly  n o ticeab le  0 .3  p er cen t (but th is assum es one has 
abandoned a ll id eas of trad e perform ing a p o sitiv e  ro le  in  ra is in g  
e ffic ien cy  within the te x tile s  and clothing in d u stries  through sp e c ia lisa tio n  
and com petition).

3 0 . The ldc g riev an ce p rim arily  co n ce rn s the total im pact of the EEC  
m easu res. T h is  e ffec tiv e ly  confines o v era ll ldc im port growth to w ell below 
a 6 p er cen t growth ra te  o v era ll sin ce  the sen sitiv e  C ategory 1, - which has 
a 'g lo b al' ce ilin g  ( i . e .  maximum o v e ra ll) growth ra te  of 0 .2 5  p er cen t p .a .  
fo r  cotton y a rn , 1 .5  p er cent fo r  cotton fa b r ic s , 1 to 2 p e r  cen t fo r  m ost 
other item s and a maximum of 4 .1  p er cen t (fo r sw ea ters) - accounts fo r 60 
p er cent of total 'low c o s t ' im ports by w eight, while C ateg o ry  II item s which 
have growth ra te s  of 2 to 4  p er cen t account fo r  half the rem aind er. I t  is  
m erely  disingenuous of the Community to argue that i t  i s  p o ssib le  to ach ieve 
a 6 p er cen t growth ra te  by d iv e rsifica tio n  into cu rre n tly  u n restra in ed  
c a te g o r ie s . Even fo r  n o n -sen sitiv e  item s th ere  i s  a tr ig g e r  mechanism 
threatening the p o ssib ility  of quotas on any supplier of any product which 
exceed s 3 to 5 p er cen t of e x tra  E E C  im ports in  the previous y e a r , and, 
within that, another tr ig g e r  mechanism (o r  'e x it  from the b a sk e t')  when an 
individual Community member can  in itia te  p ro ced u res fo r  quotas 
u n ila tera lly , based  on sh a re s  of i ts  own national m arket. Even if  th ese 
o b sta c le s  did not e x is t , i t  i s  im probable that ld cs could ach ieve excep ­
tionally  high growth ra te s  in  item s fo r  which they cu rre n tly  have no tra d e , 
no in sta lled  cap acity  and no com parative advantage.

3 1 . What is  tru e of the g en eral is  tru e a lso  of the p a r tic u la r . Under the 
p o s t -1977 b ila te ra ls  Hong Kong had 32  item s with under 6 p e r  cen t growth 
and 5 of 1 p er cent or under; India had 12 of under 6 p e r  cen t of which 3 a re  
1 p er cent or l e s s ;  M alaysia  has re sp e c tiv e ly  10 and 2 ; S ingapore 10 and 2 ; 

S r i  Lanka 3 and 1. What is  p a r tic u la r ly  galling fo r  su p p liers is  that in  the 
d istribu tion  of growth r a te s  i t  i s ,  accord in g  to G A TT, "not p o ssib le  to 
d isce rn  a ra tio n al p attern ".4  K o rea  fo r  example has been  given higher 
growth in some sen sitiv e  item s than m inor su p p liers lik e  S r i  Lanka ( 1 .3  p e r  
cen t again st 1 p er cent fo r  Group 7 ).
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3 2 . Cuts in  aggregate ra te s  below the 6 p er cent minimum have a lso  been 
fea tu re  of many of the agreem ents of the sm aller im p o rte rs . T he N ordics 
invoked 'minimum viab le production' c r i t e r ia .  Sw eden in corp orated  
v irtu a lly  no growth in  its  1978/79 agreem ent with Hong Kong (and K o rea ), 
and its  agreem ents with India, S r i  L an k a, S ingap ore and o th ers provided 
fo r  le s s  than 6 p er cen t. F in lan d 's  agreem ents with Hong Kong, India, 
M alay sia  and most other su p p liers in corp orated  growth of under 6 p er ce n t. 
A u stria  i s  allow ed only 3 p e r  cen t growth in its  th ree  product agreem ents 
with India and in some other b ila te ra ls  including that with Hong Kong 
(though A u stria  ap p ears to have tr ie d  to ju stify  its  actio n  in  term s of the 
exceptional m arket c ircu m stan ces envisaged by the M FA ). Canadian quotas 
v ary  in th e ir  growth p rov ision  as betw een item s of varying se n sitiv ity  and 
in co rp o rate  su b -6 p er cen t growth in its  agreem ents with Hong Kong, 
M alay sia  and other su p p liers (though the Canadian situ ation  is  d ifficu lt to 
evaluate b ecau se p re -1 9 7 8  quotas w ere 'g lo b al' under G A T T 's  A rtic le  X IX ) .

3 3 . The United S ta te s  a lso  d iffere n tia te s  betw een p rod u cts. T h ere  i s ,  
how ever, a d ifferen ce  from the E E C  and N ordic agreem ents in  that, in  the 
U S ,6 p er cen t growth is  provided fo r  in  o v era ll agg regate ce ilin g s  perm itted 
to each e x p o rte r , though the ra te  may v ary  at the second t ie r  of broad 
product groups, and the th ird  group of sp e c ific  quotas. N onetheless some 
ld cs fe e l that by holding down growth ra te s  on fash ion  item s, the 6 p er cen t 
growth ra te  w ill be fru stra te d . Under 1980 re v is io n s  of b ila te ra l agreem ents, 
growth ra te s  w ere adjusted (and a re  subsequently to be adjusted annually) on 
the b a s is  of the "estim ated  ra te  of growth of the dom estic m a rk e t". In  the 
c a s e  of Hong Kong, which has over 30 sp e c ific  quotas, many of them with 
around 3 p er cen t grow th, the r e s tr ic t io n  is  of p a rtic u la r  co n cern .

(c ) F le x ib ility  P ro v is io n s  and Quota A dm inistration

3 4 . One of the m ore tech n ica l, but c r u c ia l , fe a tu res  of M FA  is  
in corp orated  in the p rov ision s re la tin g  to swing between product c a te g o r ie s , 
ca rry o v e r  from y e a r  to y e a r , tra n sfe ra b ility  betw een f ib r e s  and other 
elem ents of adm inistrative f le x ib ility . In addition to a gen eral invocation to 
'su b stan tia l f le x ib ility ' (A rtic le  4 :3 )  th ere  a re  sp e c ific  p rov ision s within the 
M FA  fo r  swing (up to 7 p er cent and a minimum of 5 p e r  cen t even in 
exceptional c ircu m stan ces) and c a rry o v e r  (of 10 p er cen t with a maximum 
of 5 p e r  cen t c a r r ie d  forw ard ). T h ese  allow ances a re  to ensure maximum 
quota u tilisa tio n  when th ere  a re  inevitably  u npredictable v aria tio n s in 
demand b ecau se  of fash ion  ch an ges.
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3 5 . T S B  has noted the la c k  of fle x ib ility  in  a la rg e  and growing number of
agreem ents r e fe r r e d  to i t ,  in p a rtic u la r  the re s u lts  of US 'a n ti-s u rg e '
n eg otia tio n s. Reopening the five y e a r  agreem ents with the th ree  m ajor
su p p liers , the U S has imposed su c ce ss iv e  cut b ack s in  th is way. In its
1980 ren egotiation  Hong Kong w as p rev ailed  upon to give up the ca rry o v e r
and ca rry fo rw a rd  p rov ision s in  ten m ajor clothing c a te g o r ie s , and to lim it
swing to 5 p er cen t. One com m entator has observed  that th ese  re v ise d
agreem ents "may prove as momentous a development as the European
Community's policy  sh ift of 1977".5

3 6 . O ther deviations a re  too numerous to mention but those involving 
Commonwealth ex p o rte rs  and identified  by the T S B  include no swing 
(Finland/lndia, Sw eden/lndia, S r i  Lanka and S in g a p o re , C anada/Singapore 
and C anada/M alaysia); swing nominal o r  sig n ifican tly  below 5 p e r  cen t fo r  
some products (Finland/Hong Kong; Sweden/Hong Kong; EEC/Hong Kong; 
Canada/Hong Kong); ab sen ce  of c a rry o v e r  and ca rry fo rw a rd  (Sw eden/lndia, 
S ingap ore and S r i  Lanka); p rov ision  le s s  lib e ra l than in  the M FA  (Sweden/ 
Hong Kong).

37 . T h ere  a re  how ever many other ways in  which adm inistrative f le x i­
b ility  can be impeded. Although the system  of member sta te  quotas in  the 
EEC  is  not unique to te x tile s  ( it  o p erates in the G SP  arran gem en ts), o r  to 
the re v ise d , M FA  I I , tex tile  arran gem en ts, i t  i s  a sig n ifican t fa c to r  in 
promoting u n d eru tilisation  of quotas. S in ce  quotas of 'se n s itiv e ' item s a re  
a llocated  to member s ta te s  on a fixed  p re-d eterm in ed  p ercen tag e b a s is , 
re g a rd le s s  of the d istribu tion  of m arket demand within the E E C , th ere  is  a 
fa ir  probability  that demand w ill be unmet in  some E E C  co u n tries but quotas 
unused in  o th e rs . When it  com es to a llocatin g  quotas in  th is way to the 
sm aller member s ta te s , e sp e c ia lly  fo r  sm all su p p liers lik e  S r i  L anka, the 
quota is  often so d e r iso ry  as to be s c a r c e ly  w orth the inconvenience of 
fillin g . U n su rp risin g ly , tiny Ire la n d 's  member sta te  quotas a re  the m ost 
u nderutilised  of any member sta te  (T ab le  17). Ire lan d  has a member s ta te  
quota of 1 p e r  cen t of total Community im ports, and can  under ce rta in  
c ircu m stan ces invoke bask et e x tra c to r  actio n  when shipments exceed  
0 .0 0 0 2  p er cen t of e x tra -E E C  im ports. I t  was re ce n tly  a llo cated  a se p a ra te  
national quota on one item from the P h ilip p in es of 3 tons ( s ic ) .  In  p rin cip le  
the Community perm its tra n s fe rs  but it  acknow ledges that it  "h as been ab le 
to  ag ree  to only some of the many re q u e sts  made fo r  t r a n s fe r s " .  The 
Comm ission its e lf  d ep lores th is , noting that quite ap art from the e ffe c t on
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su p p liers th ere  is  a lso  a "danger of a new fragm entation of the Community 
m a rk e t" .6

(d) Minimum V iable Prod u ction

3 8 . T ra d itio n a lly , the Scandinavian  co u n trie s  have been reg ard ed  as
excep tion ally  l ib e r a l on trad e m a tte rs , re la tiv e  to some E E C  co u n tries o r
the U SA , and, as a con seq u en ce, im port p en etration  is  high. But a fte r
1977, th ere h as been a strong re a c tio n . The N ordic co u n tries  have justified
th e ir  e ffo rts  to obtain m ore r e s tr ic t iv e  quotas, in  re s p e c t  of growth and
fle x ib ility , with re fe re n c e  to the c la u se  in the M FA  which s ta te s  " in  the
c a s e  of those co u n tries having sm all m ark ets , an excep tion ally  high le v e l of
im ports and a corresp ondingly  low lev el of dom estic production, account
should be taken of the avoidance of damage to those co u n trie s ' minimum
viable production of te x t i le s " .  However in one of its  m ost ex p lic it
c r i t i c i s ms of a member sta te  the GATT T e x tile  Committee has taken Sw eden
to task  fo r  abusing the MVP c la u s e , in  conjunction with the 'rea so n a b le
d ep artu res ' p ro v isio n , saying that i t  "could  not be invoked as a gen eral

7
w aiver of p a rticu la r  obligations under the A rran g em en t".

3 9 . Although the Sw edish and F in n ish  ren egotiated  agreem ents have both 
made exten siv e u se of the MVP p rin c ip le , the g re a te s t  d ifficu lties  have 
r is e n  with Norway. Its  attem pts to ren eg o tia te  m ore r e s tr ic t iv e  a rra n g e ­
m ents a fte r  1977 w ere fru stra te d  by the unw illingness of Hong Kong to 
accep t cu tbacks in  term s of a c c e s s ,  though India and se v e ra l ASEAN 
co u n tries had se ttled . Norway then re s o rte d  to GATT A rtic le  X IX  actio n , 
using global quotas outside the M FA . Hong Kong has now (e a r ly  1981) 
reach ed  a b ila te ra l agreem ent - with cu tback s - and a re tu rn  to b ila te ra l 
agreem ents is  p o ss ib le .

(e ) ' G lobalisation ' of 'Low  C o st' Im ports

4 0 . One of the m ore im portant d ep artu res in the new se t of tex tile  a g re e ­
ments i s  r e je c t io n  of the p rev io u s, c le a r ly  understood, p ro v isio n s of the 
M FA  that m arket 'd isru ption ' re la te d  to "p a rticu la r  products from 
p a rticu la r  so u rc e s"  (Annex A) and that action  should be s im ilarly  sp ecified . 
The EE C  has gone fu rth est in  departing from th is p rin cip le  through the 
introduction of the concept of 'cum ulative m arket d isruption ' to ju stify  
global quotas on a ll 'low c o s t ' im ports of 's e n s itiv e ' (Group I) item s. T h is  
i s  offensive to ld cs fo r  se v e ra l re a s o n s . F i r s t  i t  rem oves from the
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im porting country the onus of dem onstrating 'd isru p tio n '. S e co n d , the 
'g lob al' quotas a re  d iscrim in ato ry  ag ain st ld cs as a ca te g o ry , sin ce  im ports 
from 'developed' co u n trie s  a re  not included within the global c e ilin g s , 
how ever la rg e  o r 'd isru p tiv e ' they may be in  c o n tra s t to ldc su p p liers .
T h is  is  a b rea ch  of the sp ir it  of M FA  p rin cip le  that im porting co u n tries 
should "provide m ore favourable term s (fo r ld cs) with reg a rd  to such 
re s tr ic t io n s  . . . .  than fo r other co u n trie s"  (but, s in ce  th ere  a re  no r e s t r i c ­
tions on dcs excep t o cca s io n a lly  on Japan a sophist could argue that the 
c lau se  is  s t il l  honoured in law ). T h ird , i t  tends in  p ra c tic e  to squeeze out 
new and sm all su p p lie rs , sin ce  i f  c e ilin g s  a re  p laced  n e a r  cu rre n t actual 
le v e ls  and if  im porting co u n tries  honour th e ir  obligations not to cau se 
"undue p re ju d ice  to the in te re s ts  of estab lish ed  su p p liers" (A rtic le  6 :1 )  
th ere  w ill be lit t le  room le f t  fo r  new com ers. The sm all supplier problem  
a r is e s  a lso  in  o ther contexts and we sh a ll deal with i t  below .

4-1. 'G lo b a lism ', the tendency fo r  im porting co u n tries  to try  to get away 
from the p a rtic u la r  to the g en era l in  dealing with 'low c o s t ' su p p liers, 
appears in a d ifferen t way in  other se ts  of agreem en ts. Norway and (fo r a 
w hile) Canada have re s o r te d  to global r e s tr ic t io n s  under GATT A rtic le  X IX  
because of an in ab ility  to re a ch  b ila te ra l agreem ents quickly enough. In  the 
USA 'g lobalism ' o p era tes in d ifferen t way. T h ere  a re  no global ce ilin g s  
fo r  groups of ld cs but c e ilin g s  fo r  broad product c a te g o r ie s . T h u s, even 
i f  a supplier fa ils  to encounter sp e c ific  quotas imposed to prevent p a rticu la r  
c a s e s  of m arket d isrup tion , i t  can s t i l l  be r e s tr ic te d  if  it exceed s ce ilin g s  
fo r  broad product c a te g o r ie s  o r fo r  te x tile s  and clothing a s  a whole. 
'G lobalism ' (in  the E E C  sen se) is  a lso  a m ajor fe a tu re  of lobby demands in 
the U S at p re se n t.

(f) Sm all and New S u p p liers

4 2 . A rtic le  6 :2  sp ecified  that the c r ite r io n  of p ast perform ance "sh a ll not 
be applied in  the establishm ent of quotas fo r  exp o rts of products from those 
te x tile  se c to rs  in re s p e c t  of which they a re  new en tra n ts . . .  .and a higher 
growth ra te  sh all be accord ed  to such e x p o r ts " , and a lso  that " r e s tr a in ts  on 
exp orts from p articip atin g  co u n tries  whose total volume of te x tile  exp orts is  
sm all in com parison with the total volume of exp orts of other cou n tries 
should norm ally be avoided. . . . ” (A rtic le  6 :3 ) .  T he f i r s t  p rov ision  is  
im portant fo r  estab lish ed  su p p liers seeking to d iv ersify  into new se c to rs  and 
the second fo r  co u n tries which a r e  new to te x tile  exp ortin g , though in  p rac­
t ic e  "new en tra n ts" may a lso  be "sm all su p p lie rs" . M onitoring of th ese
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p ro v isio n s i s  how ever made d ifficu lt by the absen ce of any agreed  definition 
of "s m a ll" .

4 3 . The E E C 's  agreem ents now include re s tr ic t io n s  on some c a te g o r ie s  
with "sm a ll"  su p p liers having, in  1978, w ell below 1 p e r  cen t of EE C  
te x tile  and clothing im ports, notably S r i  Lanka ( 0 .1  p er cen t), Indonesia 
(0 .1 5  p er cen t), Colom bia (0 .2 5  p er cen t), M exico ( 0 .2 0  p er cent) and P e ru  
(0 .2 5  p er cen t). T h ere  a re  a lso  'co n su ltation  agreem en ts' w ith, in te r  a lia , 
Bangladesh (0 .0 0  p er ce n t). In addition, as a re s u lt  of the so ca lled  
'b a sk et e x tra c to r ' m echanism , action  can be in itia ted  once im ports from
a "new " supplier exceed  a predefined th resh old . T h is  can be as low as 
0 .2  p er cen t of e x tra  - EEC  im ports in Group 1 p rod u cts. The threshold  
lim itation can be applied by individual community m em bers as w ell as to the 
w hole. D espite a ssu ra n ce s  that the bask et e x tra c to r  would be used 
' sp aringly ' th ere  w ere 66 new quantitative lim its imposed by E E C  m em bers 
in  the f i r s t  h alf of the five y e a r  period  of the M FA  II b i la te r a ls . M ost of 
th ese  w ere by individual community m em bers, notably the UK (1 9 ),
Benelux (16) and F ra n c e  (1 2 ) . Many oth ers w ere slow to be rep orted  to the 
E E C ; by the end of 1980, the UK had accum ulated 4 0  quotas . The th resh o ld s 
on the "new " su p p liers have in p ra c tice  fa llen  m ainly on low income coun­
t r ie s  with a la rg e  u n rea lised  com parative advantage which a re  seeking to 
d iv ersify  th e ir  range of p rod u cts; exam ples a re  the P h ilip p in es, Thailand 
and India (which betw een them have a ttra cted  over 4 0  p e r  cen t of such 
quotas so fa r )  - see  T ab le  18.

4 4 . The United S ta te s  has been somewhat kinder to "sm a ll"  su p p lie rs , 
actu ally  getting rid  of some previous sm all quotas. N on eth eless, th ere  
a re  re s tr ic t io n s  on products from some sm all su p p liers having, in  1979, 
le s s  than 1 p er cen t of the volume of U S tex tile  and clothing im ports;
M alay sia  (0 .6 5  p er cen t), S r i  Lanka ( 0 .5 5  p er cen t) and, v ia  a consu ltation  
agreem ent, Jam aica (0 .1 6  p er cen t). The U S agreem ents a re  le s s  sa tisfactcry  
fo r  "new " products from estab lish ed  su p p lie rs , th ere  being a 't r ig g e r ' 
mechanism to bring quotas into play b ased  on "co n su lta tio n " le v e ls .

4 5 . The problem  of "sm a ll"  su p p liers is  perhaps w o rst in  the sm aller 
im porting co u n tries  sin ce  h ere  absolute amounts can be v ery  sm all and 
th ere  i s  a m ajor d isin cen tive to en ter a m arket fo r  which s a le s  a re  going to 
be v ery  lim ited . A u stria  fo r  example has agreem ents with India (0 .4 8  p e r 
cent of 1978 im p orts); Fin land with M alay sia  (0 .0 6  p er cent) S ingap ore
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( 0 .0 5  per cen t) and India (0 .9 8  p er cen t); Sw eden with S r i  Lanka (0 .2 7  p er 
cen t); and Canada with S r i  Lanka (0 .0 5  p er cent) S in gap ore (0 .2 2  p er cent) 
and M alaysia  (0 .3 5  p er cen t).

(g) Handlooms

4-6. The M FA  quite sp e c ifica lly  exem pts "e x p o rts  of handloom fa b r ic s  of 
the cottage industry  o r handmade cottag e industry  products made of such 
handloom fa b r ic s , o r . . .tra d itio n a l fo lk lo re  han d icraft te x tile  p rod ucts, 
provided such products a re  p rop erly  c e r tif ie d  under arrangem ents e s ta b ­
lish ed . . . " In  p ra c tice  m ost handloom products a re  now su b jec t to quota co n tro l in  

the E E C , the U S and Canada as a r e s u lt  of the in ab ility  o r unw illingness 
of these co u n tries to accep t (mainly Indian) c la s s if ic a tio n  and c e r tif ic a tio n  
of handmade item s. The tech n ica l is s u e s  h e re  a re  complex and a re  dealt 
with sep arate ly  in  an appendix I .

(h) Cotton T e x tile s

4 7 . The M FA  re co g n ise s  (P ream ble) "th e  sp ecia l im portance of trade in 
tex tile  products of cotton fo r  many ld c s"  and (A rtic le  6) u rg es  that "s p e c ia l 
con sid eration  w ill be given to the im portance of th is t r a d e " . I t  i s  d ifficu lt 
to se e  any evidence in  M FA  II that im porting co u n tries  have done so . In the 
E E C 's  quota system , two cotton item s, y arn  and the fa b r ic , a ttra c t  the 
low est perm itted growth r a te s  and th ere  is  no evidence of any sp ecia l 
con sid eration  fo r  cotton te x tile  ex p o rte rs  g en era lly  (Hong Kong and India 
within the Commonwealth).

(i) O rd er and the F ix ity  of A greem ents

4 8 . One of the re a so n s  why ld cs  have accep ted  an M FA  fram ew ork is  that 
b ila te ra lly  agreed  quotas, even if  r e s tr ic t iv e ,  seem ed p re fe ra b le  to the 
u n certain ty , even an arch y, of u n ila tera l m easu res which has in variab ly  been 
posited  as the lik e ly  a lte rn a tiv e . A greed quotas can re p re se n t minimum as 
w ell as maximum m arket a c c e s s .  T h e re  has how ever been a d rift tow ards 
m ore u n ila tera lism  and a rb itra ry  actio n , even under the M FA , leaving asid e 
those m easu res taken outside i t ,  lik e  N orw ay 's. F i r s t , the u se of 
'th re s h o ld ', or tr ig g e r  m echanism s as in  the E E C 's  'b a sk e t e x tra c to r ' 
in trodu ces a m ajor elem ent of u n certain ty  as to w hether, and i f  so when, 
quotas w ill be sought. S e co n d , and potentially  much m ore se r io u s , the 
breaking by the USA of p r io r  agreem ents (as in  1979 and 1980), in  an e ffo rt
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to  demand m ore co n ce ssio n s from e x p o rte rs , rem oves much of the s ta b ility  
and p red ictab ility  - and tenuous leg a l status - which th ese  agreem ents had.

The E ffe c ts

4 9 . The cum ulative e ffe c ts  of th ese  variou s m easu res can , in p rin c ip le , 
be m easured quantitatively , though we only have one o r two y e a r 's  data so 
fa r  on which to make judgem ents. The re a l s ig n ifican ce  may, m oreover, 
become apparent a fte r  a period  of y e a rs  when the confidence and d is in cen ­
tive e ffe c ts  on potential e x p o rte rs  have worked th e ir  way through. The 
s ta t is t ic a l ev id en ce , such as it  i s , has been alread y  introduced in S e c tio n  I 
and w ill be pursued in other se ctio n s but two points can  be made at th is  
stag e . F i r s t  th ere  is  overwhelming evidence that as a re s u lt  of m ore 
r e s tr ic t iv e  m easu res the growth ra te  fo r  ldc exp orts has slowed significantly. 
F ig u re s  fo r  the EEC  show that annual volume growth of im ports of ldc 
origin  in  the period  1 976-79  was 4 .0  p er cen t and 2 .4  p er cen t fo r  im ports 
under b ila te ra l agreem ents (T ab le  7 ). Ldc exp orts to the U S moved 
e r r a t ic a lly  in  the 1 9 76-79  period (T ab le  8) but the to tal shipped from Id es 
was le s s  in  1979 than in  1976 , with a su bstan tia l drop fo r  m ajor su p p lie rs . 
Second  th ere  has been a c le a r  trend  tow ards trad e d iv ersio n  with im ports 
from ldc (and other 'low c o s t ')  M FA  su p p liers being supplanted by goods from  
e lsew h ere , m ain ly d cs, but a lso  by non-m em bers. T h is is  m ost evident in  
the E E C , w here the growth of uncontrolled  U S im ports is  w ell documented, 
but a sim ilar p ro c e s s  seem s to have o ccu rred  m ore g e n era lly , excep t in  the 

U SA .
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III . TRA D E L IB E R A L ISA T IO N , PRO TEC TIO N  AND TH E 

E E F E C T S  ON D E V ELO P E D  C O U N TRIES

Employment

5 0 . One of the more emotive argum ents connected with te x tile  im ports into 
in d u stria lised  co u n tries co n ce rn s the lo ss  of jo b s . W ith unemployment now 
at p o st-w ar peak le v e ls , and g en era lly  r is in g , th is co n sid era tio n  w ill be 
c e n tra l to the coming n eg otia tio n s. The co n cern  is  given added edge when,
as is  often the c a s e , jo b s lo st a re  con cen trated  in  d ep ressed  a re a s  o r  amongst 
p o o rer s o c ia l groups. S p e c if ic a lly  the argument co n cern s the extent to 
which 'low c o s t ' im ports 'ca u se ' th is unemployment. The European 
Community p ro ceed s from an an a ly sis  o f trad e trend s to ob serv e " as a re s u lt  
o f a ll th is (our em phasis) th ere  has been  a co n tractio n  in  the Community
te x tile  s e c to r . Betw een 1973 and 1978 , 7 0 0 ,0 0 0  jo b s  w ere l o s t . . . " . 8 M ore 
sop h isticated  a n a ly s is , including that c a r r ie d  out by dc governm ents, 
accep ts the inherent absurdity  o f attribu ting  cau se and e ffe c t in  th is way, 
when se v e ra l in te rre la te d  fa c to rs  influence employment le v e ls  in  p a rticu la r  
in d u stria l b ra n ch e s , le t  alone in the economy as a w hole. Thus the European 
Community (ad d ressin g  a G A TT, ra th e r  than a dom estic audience) acknow­
ledges that the "e s s e n tia l c a u s e s "  of declin ing employment in the se c to r  
a re  not only the impact of im ports but a lso  "im proved productivity" and
"th e  p attern  of household expenditure which has changed to the detrim ent o f
c e r ta in  p u rch a se s , in p a rticu la r  t e x t i le s " .9 The UK m in ister resp o n sib le  
fo r  tex tile  negotiations acknow ledges m oreover that "th e fa llin g  w orkforce 
(in  the UK industry) can  be shown to be p rin cip a lly  a re f le c tio n  of a 
tech n ica l advance of in cre a se d  p rod uctiv ity . 10

5 1 . T rad e flow s, c le a r ly , a re  not the only fa c to r  which influence the le v e l 
of employment in te x tile  and clothing in d u stries . Improved methods o f 
production, lab o u r-sav in g  investm ent to re p la ce  d ep reciated  cap ita l sto ck , 
and the shedding o f underemployed labour a ll have the e ffe c t of reducing 
the number o f w o rk ers employed p e r  unit produced. T h ere  is  a  good d eal o f 
evidence to suggest that although the demand fo r  te x tile s  (broadly defined) 
in c r e a s e s , in g e n era l, slo w er than the o v e ra ll income growth in most 
W estern  econom ies, productivity growth has been h igher than in  industry 
g en erally  implying th at, even if  th ere  was no tra d e , th ere  would be a 
tendency fo r  th is  s e c to r  to lo se  employment to o th er p a rts  o f the economy.
In B r ita in , productivity growth o v er the la s t  decade in  both te x tile s  and 
clothing has outstripped the m anufacturing a v e ra g e . S in ce  1973 th is has
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been tru e fo r  o th er OECD co u n tr ie s : Denmark, Sw itzerlan d , Finland,
11A u stria , and Canada. A ca lcu la tio n  by GATT o f the implied prod uctivity

growth in the EEC  o v er 19 7 3 -7 9  gave an annual av erag e  of 4  to 4.5%  fo r
12te x tile s  and cloth ing . T h is is way in e x c e s s  of the growth in demand 

(as  indicated by consumption growth fo r  clothing) of 1.1% , implying that even 
i f  th ere  had been no trad e balance d e terio ra tio n  the industry could have lo s t  
jo b s  at a ra te  o f around 3% p . a . , o r  1 2 0 ,0 0 0  jo b s p . a ,  which goes a long 
way to exp lain  the 7 0 0 ,0 0 0  jo b s lo st a lto g eth er in the EE C  in th is five y e a r  
p eriod .

5 2 . P rod u ctiv ity  growth can  o ccu r fo r  s e v e ra l re a s o n s . In a co n tractin g  
industry the le a s t  e ffic ien t firm s and the le a s t  productive w o rk ers within 
firm s tend to go f i r s t ,  ra is in g  average industry p rod uctiv ity . But th ere  is  
a lso  stron g evidence in  th is industry o f "ca p ita l deepening" -  producing the 
same output with more m achinery and le s s  labou r. C ap ital stock  p er man -  
in  constant p r ic e s  - has r is e n  by around 200% in the UK and Germany sin ce  
19 6 0 , fa s te r  than in  m anufacturing as a w hole.13 T h ere  is  evidence that 
w hile investm ent, in r e a l  term s, has declined in the 1970s (in  the EEC  but 
not the U SA ) th ere  has been a sh ift tow ards investm ent in labour saving, 
fa s te r , automated equipment. It has been estim ated that the employment p e r 
unit of output in new te x tile s  plant is  betw een a th ird  and a h a lf that in 
m arginally  p ro fitab le  p lan t. The main rea so n  is  the co n sid erab le  in c re a se  
in  spinning and weaving speeds in new m achines. F o r  example the fa s te s t  
s h u t t le - le s s , m ultiphase, looms have a weft in se rtio n  ra te  o f 1700 yard s 
p e r  minute and a speed of 500 p icks p e r  minute as again st 370 and 130 
re sp e c tiv e ly  in high speed conventional loom s. 14 Employment fa lls  as new 
technology is  gradually  diffused. New technology has had a p a rticu la r ly  big 
impact on jo b s  in the UK. T h e re , tw o-th ird s of looms w ere non-autom atic 

in 1965 and a neg lig ib le  number w ere sh u ttle le ss , but by 1979 th ree  q u a rte rs  
w ere autom atic and over 20% sh u ttle le ss . Advances in  clothing a re  
so fa r  le s s  fa r -re a c h in g  but most p hases of garm ent assem bly have seen  
changes -  automated cutting and improving sewing speeds - in  the d ire ctio n  
of g re a te r  ca p ita l in ten sity . The poten tia l fo r  fu rth er job  lo s s e s  due to 
productivity  growth is  g re a t, p a rticu la r ly  in those co u n tries like Ita ly , 
which have a la rg e  number o f low w age, low productivity , ou tw orkers, 
many o f whom a re  not o ffic ia lly  reco rd e d . Indeed, th is exp erien ce  pinpoints 
one of the underlying ca u ses  of lab o u r-sav in g  tech n o lo g ica l advance in o th er 
d c s : a wish in most of them to s a c r if ic e  jo b s p er se  fo r  h igh er w ages and 
b e tte r  conditions.
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5 3 . The employment exp erien ce  of p a rticu la r  b ran ch es of tex tile  and 
clothing is ,  fu rth erm ore , stron gly  influenced by changes in fib re  demand, 
p ro c e s s  technology and fashion  ch a n g es . Thus, the 'knitting rev o lu tio n ", 
has accentuated the p re ssu re  on the old estab lish ed  tex tile  in d u stries with 
a la rg e  weaving s e c to r , as in the UK and F r a n c e . W ithin kn itw ear, th ere  
has been a sw itch from h o sie ry  to knitted garm ents (and from stockings to 
tig h ts). The w oollen s e c to r  (with which ld cs a re  r a r e ly  com petitive) has 
declined re la tiv e  to o th er tex tile  fib re  u s e r s .  In e a r l ie r  days, the r is e
of the ready-m ade clothing industry resu lted  in  se rio u s adjustment problem s 
fo r  se a m stre ss e s  and bespoke ta i lo r s .

Quantifying Job L o s s e s  Due to Imports

5 4 . A wide range o f methods have been  applied to quantify the employment 
e ffe c ts  of import grow th. The most w idely used a re  the s o -c a lle d  "accou n t­
ing p roced u re" attem pts to quantify the f i r s t  round impact on employment o f 
changes in dom estic demand, im ports, exp orts and labour productivity .
S e v e ra l v arian ts of the method have been employed in  studies cov erin g  most 
M FA  member co u n trie s , and th ese have been sy n th esised  by the ILO  which 
concludes that "the em p irical evidence in d icates that th is ('cheap  im p orts') 
is  not the most important fa c to r  and that fluctuations in aggregate demand
and productivity in c re a s e s  a re  much more im portant so u rce s  of unemployment."15 
One recen t study, by de la  T o r r e , and B a rch e tta  which pulls tog eth er in a 
co n sisten t way the evidence fo r  clothing fo r the EEC  ov er 1 9 7 0 -7 6 , a period 
o f rapid  import growth (T ab le  1 9 ) 16 concludes that productivity changes 
w e re , o v e ra ll, m ore than th ree  tim es more im portant in  th e ir  influence on 
jo b s  than changes in net tra d e , with a much la r g e r  d iffere n tia l (ov er eight) 
in  the c a se  of the le a s t  open economy, F ra n ce  (and with Ita ly  gaining 
employment from a positive trade, b a la n ce ). Only in Holland was a d eterio ­
ra tio n  in  the trad e balance su fficien tly  important fo r  it  to exceed  the 
influence of productivity grow th. Much m ore d isaggregated  studies by 
Anna K reu ger o f the U SA  (T ab le  2 0 )17 and by the B r it is h  governm ent, 
show that th ere  is  a g rea t deal of v a ria tio n  at a  detailed  product le v e l, but 
th at, even at th is  le v e l, labour productivity tren d s a re  in v ariab ly  more 
pow erful. A study of A u stra lia  sim ila rly  concluded, fo r  1968/9 to 1975/6, 
that "the reduction in employment due to in c re a s e s  in  the sh are  o f im ports
is  shown to be g en era lly  le s s  than h a lf the reduction  due to productivity 

19in c r e a s e s " .
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5 5 . It should be acknowledged that m ost o f th ese  stu d ies a re  methodolo-
20g ica lly  cru d e.20 They exclude in d irect e ffe c ts  (eg  from  clothing on 

te x tile s )  which may be of the o rd e r  of additional one jo b  lo s t  fo r  ev ery  four 
lo s t  d ire c tly . M ore im portant, they a lso  ignore the in tera ctio n  betw een 
one fa c to r  and an oth er. It is  argued fo r  example that m ore in tense import 
com petition in c re a s e s  the p re ssu re  on firm s to seek  labour saving methods 
of ensuring th e ir  econom ic su rv iv a l. T h is is  p lau sib le but the opposite 
phenomenon is  a lso  documented: p ro tectio n  fa c i l i t ie s , through higher 
p ro fits , new investm ent, often of the ca p ita l deepening, jo b  destroying , 
kind. As it happens, the most open econom ies (Norway and Sweden) had 
the w o rst productivity  growth re c o rd  in textiles and cloth ing of any OECD 
country in the post 1973 p erio d . F u rth erm o re , in tera c tio n s  can  w ork in 
ways which m inim ise the job  d isp lacing  e ffe c t  of im ports (low er p r ic e s  may 
r a is e  o v e ra ll demand fo r  clothing fo r exam ple). T hu s, th ere  is  no re a so n  
to accep t that the g en era l th ru st of the an a ly sis  is  invalidated by academ ic 
c r it ic is m , though n eith er th ere  should be too dogmatic an attachm ent to 
the arithm etic d e ta il.

5 6 . Two main con clu sion s need em phasis. The f i r s t  is  that as a re la tiv e ly  
labour in tensive industry facin g  re la tiv e ly  low growth o f demand, and a 
cap acity  fo r  average o r  above average labour productivity  im provem ents, 
the tex tile  and clothing s e c to r  (co n sid ered  tog eth er) is  bound to ex p erien ce  
su b stan tia l lo ss  of employment, re la tiv e  to o th er p a rts  o f the econom y. Even 
if  the trade balan ce could be fro zen , jo b  lo ss  would s t i l l  go on at a  ra te  not 
g re a tly  le s s  than at p re se n t. Second th ere  is  som ething inherently  
u n sa tis fa c to ry  about d iscu ssin g , le t  alone trying to m easu re , 'c a u s e s ' o f 
unemployment in term s of one s e c to r  in iso la tio n . Unemployment -  o th er 
than fr ic tio n a l -  is  'cau sed ' by d iseq u ilib ria  at the m acro econom ic le v e l. 
Consequently it  is  in the fie ld s o f m onetary and f is c a l  p o licy , o r r ig id itie s  
in  wage le v e ls , o r  m easu res to e a se  the movement of labour from  one jo b
to an oth er, that rem edies need to be sought, not in  in d u stry -sp e cific  tra d e  
r e s tr ic t io n s . The u se by W estern  governm ents of tra d e  p ro tectio n  as a 
device fo r  c re a tin g  employment and a llev iatin g  reg io n a l and so c ia l problem s 
is  an extrem ely  in effic ien t method of tack lin g  d ifficu lties  which have o th er 
ca u ses  and b e tte r  c u r e s .

Inflation  and the E ffe c t of T rad e P o licy  on P r ic e s

5 7 . It is  one o f the two m ajor c r i te r ia  fo r  defining m arket disruption 
(Annex A P a ra  2 (ii))  that import p r ic e s  a re  "su b sta n tia lly  below " those o f
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sim ilar home produced goods. A n e c e s s a ry  c o ro lla ry  is  that the attempted 
rem oval of 'd isru p tiv e ' cheap im ports from  the m arket w ill r a is e  the av erag e 
p r ic e  of goods so ld . Such  actio n  is  not without s ig n ifican ce  fo r  e f fo r ts , to 
which most W estern  governm ents give o v e r-r id in g  p r io r ity , to reduce 
in flation .

5 8 . M FA r e s tr ic t io n s  a ffec t p r ic e s  in s e v e ra l w ays. F i r s t ,  quota co n tro l 
c r e a te s  econom ic re n ts  deriving from  re la tiv e  s c a r c ity . R ents a re  appro­
p riated  by ex p o rte rs  in  the form of quota prem ia under the cu rre n t exp ort 
adm inistered system  and the co st p assed  on to con su m ers. T h ere  is  a  highly 
sen sitiv e  and v o la tile  m arket in quotas in  those Ides which perm it one to 
o p e ra te . One re c e n t su rvey  showed that the premium ty p ica lly  added (mid
1979) 70p to £ 1 .5 0  to the landed p r ic e  of a p a ir  of je a n s  and 65 to 80p. p e r

21blo u se. The most re c e n t (1980) re c o rd  o f quota prem ia in  Hong Kong
suggested that the average fo r  the y e a r  had been  fo r  a knitted sw eater in
the following ra n g e : £ 1 .7 0  (sold  in Germ any), £ 1 .2 0  (Ita ly ), £ 1 .2 5  (B en elu x ).
Second , quota r e s tr ic t io n s  o ffe r  an incentive to e x p o rte rs  to 'tra d e  up' to

m axim ise unit v a lu e, leading to a re la tiv e  s c a r c ity  o f ch eap er item s. The
e ffe c t of th is  is  to r a is e  the p r ic e s  o f ch eap er lin e s , ty p ica lly  by 25% to 30%
as against 5% fo r h igher quality products av ailab le  under the same quota.
A German study shows that im ports m eet 60 to 70% of the s a le s  requirem ents

22in  the low est band o f garm ents and h ou seh old s.22 Thus th ere  a re  income 
d istrib u tio n al as w ell as in flation ary  e f fe c ts . T h ird , im port r e s tr ic t io n s  
not only r a is e  the p r ic e s  of im ports but a lso  import su b stitu tes to the exten t 
that p rice  com petition is  l e s s .  A m ajor so u rce  of p re ssu re  fo r  p rotection  
is  from m anufacturers eag er to take advantage of a  tig h ter m arket to r a is e  
p r ic e s  and th ereb y  r e s to r e  p ro fit m arg in s.

5 9 . S e v e ra l p ie ce s  of an a ly tica l w ork have been  done which se ek  to give 
g re a te r  p re c is io n  to the consum er c o s t of p ro tectio n . A re c e n t study of 
Canada, by P r o fe s s o r  Glenn Jen k in s, estim ates that import quotas have 
'sav ed ' 6000 jo b s but c o s t (consu m ers) C $ 3 3 0 0 0  p e r  jo b  (cu rre n tly  C $ 1 .20= 
U S $ 1 ) .23 The to ta l c o s t  to consum ers of tex tile  p ro tectio n  is  put at 
C $ 4 7 0  mn of which C $ 2 0 0  mn is  attribu ted  to the quota system  and C $ 9 2  mn 
being lo st to Canada in w aste of r e s o u r c e s , lo s s  of consumption and quota 
prem ia. He a lso  ca lcu la te s  that the c o s t to low income cons Timers is over 
th ree  tim es as much, re la tiv e  to th e ir  incom e, as to high income groups 
(confirm ing the German r e s u lts , that the p o o re r  buy a g re a te r  proportion
of th e ir  c lo th es from  quota item s). A su rv ey  in the U SA , by the Council
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of Wage and P r ic e  S ta b ility  (C O W PS) ca lcu la te s  that the c o s t  to consum ers 
of a system  of quotas growing at 6% pa would be $ 7 9 0  mn in the fifth  y e a r
and fo r 3% grow th, $ 1 0 6 0  mn. 2 4 The c o s t to consum ers of saving jo b s  as 
a re s u lt  of moving from 6% to 3% 'could be as high as $ 8 1 ,0 0 0  p er jo b ' 
(s e v e ra l tim es the average wage of a clothing w o rk er). F in a lly  an A u stra lian  
study by the Industries A ssistan ce  Comm ission estim ated that A u stralian  
clothing consum ers w ere paying A $925  mn a y e a r  becau se of p ro tection  
(A $ 0 .9  = U S $ 1 ) ,  o r A $200  p er h o u seh o ld .25 The c o s t of p ro tection  paid 
by consum ers (or in su bsid ies by tax  p ay ers) w ill c le a r ly  v ary  depending 
upon the w ages and conditions of those kept in  employment. It is  inherently  
u nlikely  how ever that so cie ty  w ill continue "to  pay an ev er-g ro w in g  p rice  
fo r  keeping w o rk ers on substandard jo b s at standard e a rn in g s" .26 R ath er, 
th e re  w ill be p r e s s u r e , even in a p rotected  economy, to econom ise on th is 
c o s t , by intensifying p re ssu re  to red uce labour in ten sity  and employment o r 
by a spread  of 'ou tw orker' low wage m anufacture su b ject to few co n tro ls  
on conditions.

6 0 . Two qualifying rem arks need to be made. The e ffe c t of in crea se d  
p ro tectio n  is  one of many fa c to rs  operating on p r ic e s .  It i s ,  th erefo re  
p e rfe c tly  p o ssib le  that o th er fa c to rs  could be predom inant, and th at, as in 
the UK, the p r ic e  of clothing could s t i l l  r is e  le s s  rap id ly  than o th er item s. 
W ere th ere  no, o r  l e s s ,  p ro tectio n , p r ic e s  would have r is e n  even more 
slow ly, o ffsettin g  h igher p r ic e s  e lsew h ere -  as of en erg y . Second the 
an a ly sis  above r e la te s  p rim arily  to the w holesale le v e l. R e ta ile rs  may 
choose not to p a ss on to consum ers the value of 'cheap im ports' but, at 
le a s t  in p a rt, to com posite p r ic e s  of home and fo re ig n  goods. T h is does 
not invalidate the argument about the consum er co s ts  of p ro tectio n  (which 
a re  re fle c te d  in  h igh er com posited p r ic e s )  though e ffe c ts  may be in v isib le  
to the fin al consum er.

W ider Economic C onsequences

6 1 . The d ire c t e ffe c ts  of trad e on employment and p r ic e s  in one se c to r  
a re  su rfa ce  m anifestations o f the w ider and deeper e ffe c ts  of tra d e . The 
main ra tio n a le  fo r  in tern ation al trad e is  that it r a is e s  the o v e ra ll e ffic ie n cy  
of the economy, and the underlying ra te  o f grow th. C o n v ersely , p ro tectio n  
can  impede th is p r o c e s s . Support fo r  the industry through trad e and 
oth er m easu res has had the e ffe c t o f a r t if ic ia lly  ra is in g  the re tu rn  on 
ca p ita l above what it  o therw ise would have been . T h is is  one fa c to r  
(bu sin ess m iscalcu lation  o f trend s in  o il p r ic e s  being another) which helps
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to explain  the co n sid erab le  e x c e s s  cap acity  in  'u p -strea m ' te x tile s  activ ity , 
notably manmade fib re  production. T h ere  has a lso  been , sin ce  the M FA was 
strengthened , some evidence of new investm ent (in  the p e rip h era l a re a s  of 
the UK fo r  exam ple) in fa c to r ie s  which have been a ttra c te d  to a g re a te r  
extent than would have been w arranted  by m arket fo r c e s .  T h e re  a r e , 
th e re fo re , c o s ts  in term s of what the same investm ent could have produced 
e lsew h ere , in the economy, without p ro tectio n . It could a lso  be the ca se  
that p rotection  engenders the wrong kind of consumption and production 
p attern  within the indu stry . U nfavourable co n tra s ts  have been  made betw een 
the UK (and F ra n c e ) and Germany, the form er having opted fo r  m ass m arketing 
o f standard item s, seen  e s se n tia lly  as a downstream  outlet fo r  man-made 
f ib r e s , while the la t te r  opted fo r  a m ore sp e c ia lise d , quality, production o f 
te x ti le s , often fo r  o ffsh ore assem bly .

Developed Country Adjustment M easu res

6 2 . The M FA  is  quite ex p lic it (A rtic le  1 :4 )  on the need fo r  the A rrangem ent 
not to in terru p t o r  d iscou rage the autonomous in d u stria l adjustm ent p ro c e s s e s  
of p articip atin g  co u n tr ie s . F u rth erm o re , "a c tio n s  taken  under th is 
A rrangem ent should be accom panied by the pu rsu it o f approp riate econom ic 
and so c ia l p o l i c ie s . . .re q u ire d  by changes in  the p attern  o f trad e in 
te x tile s  and in  the com parative advantage of p artic ip atin g  co u n trie s , which 
p o lic ie s  would encourage b u sin esses  which a re  le s s  com petitive in tern atio n ally  
to move p ro g re ss iv e ly  into m ore v iab le  lin es  of production o r  into other 
s e c to rs  of the economy and provide in cre a se d  a c c e s s  to th e ir  m arkets fo r  
te x tile  products from  developing c o u n tr ie s " .

6 3 . M em ber s ta te s  a re  obliged to rep o rt re g u la r ly  to the T e x tile s  
Committee on th e ir  'adjustm ent p o lic ie s '.  What em erges from  th ese re p o rts  
is  a g re a t d ea l of confusion as to what 'ap p ro p ria te ' p o lic ie s  actu a lly  a r e .  
Governm ents in  dcs in te rp re t 'a p p ro p ria te n e ss ' in  th is  context in  v ariou s 
w a y s:

(i)  'autonom ous' adjustm ent; allow ing the m arket to w ork fre e ly
without impediment.

( ii)  'p o s itiv e ' adjustm ent; in terven tion  of a g e n era l, n o n -se lec tiv e
kind , designed to w ork with the g ra in  of the m ark et, including 
su b sid ies fo r  re tra in in g , in cen tiv es fo r  new investm ent and R & D 
and generous treatm ent of redundancy.
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( i i i)  se le c tiv e  program m es o f a 'p o sitiv e ' kind; support fo r  in d u stries  

faced  with(in te r  a lia )trad e adjustm ent p ro b lem s,in  the form of 
com pensation to labour and cap ita l an d ,p o ssib ly , support to move to 
new a c tiv itie s  within the se c to r  o r outside i t .

(iv) s e c to r a l  support program m es; inducements through new in vest­

ment and oth er in cen tiv es to improve perform ance to r e s to re  com­
p etitiv en ess in  in d u stries  threatened  by decline b ecau se of ad v erse  
trad e fa c to rs  (with im port co n tro ls  giving a ’breath ing sp ace ')  ,

(v) 'r e l ie f  m easu res ' ; no s tra te g ic  ob jectiv e  but designed to post­

pone, o r slow down, by se le c tiv e  o r  g en era l su bsid ies fo r  employment
o r fo r  vulnerable e n te rp r is e s , painful in d u stria l ch an g es,

6 4 . A ll of th ese  a re  at v ario u s tim es d escrib e d  as 'adjustm ent p o lic ie s '
though only ( i) to ( i i i )  could m eaningfully be d e scrib ed  as su ch . To confuse
m atters fu rth er many 's e c to r a l  program m es' tend to have elem ents of both
( i i i )  and Civ) and often (v) and the balance betw een them is  difficult to assess. It

must be said  that the demands often made by UN a g e n cie s , and oth er bod ies,
fo r  in d u stria l co u n tries to engage in adjustm ent a ss is ta n c e  p o lic ie s  probably
do m ore harm  than good. T hose co u n tries (like Sw itzerlan d , Germany and,
u n til the m id -1970s, the Scandinavians and the UK) which ad justed  most
fre e ly  to Idc im ports did so p rim arily  by accepting a p ro c e s s  of 'autonom ous'
m arket adjustm ent. P o lic ie s  o f "adjustm ent a s s is ta n c e "  even if  in itiated
with adm irable sentim ents seem  "in  p ra c tic e  often designed to b o ls te r  the
d efen ces again st im ports ra th e r  than to c le a r  the ground fo r  th em ".27 A 
b r ie f  summary of the main schem es is  in Appendix II .
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6 5 . The M FA  d e c la re s  that "a  p rin cip a l aim of th is  A rrangem ent s h a l l  be 
to fu rth er the econom ic and s o c ia l development o f developing cou n tries and 
se cu re  a su b stan tia l in c re a se  in  th e ir  exp ort earn in g s from  te x tile  products 
and to provide scope fo r  a g re a te r  sh a re  fo r  them in  w orld trad e in these 
p rod u cts" (A rtic le  1 .3 ) .  In con sid erin g  qu estions of "m arket disruption" 
(Annex A) "accou nt sh a ll be taken o f the in te re s ts  o f the exporting country, 
e sp e c ia lly  in re g a rd  to its  stag e of development, the im portance of the 
te x tile  se c to r  to the economy, the employment situ atio n , o v e ra ll balance of 
trad e in te x tile s , trad e balance with the im porting country concerned  and 
o v e ra ll balance of paym ents", and e ffo rts  sh a ll be taken to en su re "the 
avoidance of disruptive e ffe c ts  in individual m arkets and on individual lin es  
o f production in both im porting and exporting co u n trie s" (A rtic le  1 .2 ) .

B e n efits  of T e x tile  and Clothing E xp orts to LDCs

6 6 . The ben efits to ld cs from being able to in c re a s e  th e ir  exp ort earn ings 
from  te x tile s  and clothing should be s e lf -  evident, but perhaps need 
re s ta tin g  sin ce  th ere  has grown up in W estern  co u n tries  a cr itiq u e  of 
development s tra te g ie s  which r e ly  on a su b stan tia l labour in tensive manu­
factu rin g  exp ort s e c to r . T h ese  c r it ic is m s  u su ally  re p re se n t a somewhat 
odd fusion of sp e c ia l pleading by W estern  te x tile  m anufacturers and unions 
and M a rx ist o r  'dependency' development th e o r is ts , to the e ffe c t that 
p ro tectio n  in  dcs safeguards not only the in te re s ts  of W estern  w o rk ers 
(and m anu facturers) but a lso  the people of ld cs who would be b e tte r  serv ed  
by 's e l f - r e l ia n c e ',  and 'freedom ' from  'dependence' on tra d e , tran sn atio n al 
co rp o ratio n s e tc . To th is  th ere  a re  variou s r e p lie s . F i r s t ,  the m ajority  
o f ldc members of the M FA  a re  not 'e x p o rt-o rie n ta te d ' ld cs in the Korean/ 
Taiw an mould. T hey  include co u n tries with a la rg e  v a r ie ly  o f s ize , econom ic 
stru ctu re  and guiding ideology - from Romania to Hong Kong, from Communist 
China to Uruguay - which nonetheless have a common in te re s t  in the expansion 
o f th e ir  export earn in g s (and th e re fo re  import cap acity ) and employment 
opp ortu n ities. Second, it  is  tru e that the bulk of te x tile  and clothing 
exp o rts by value do orig in ate in the sm all number of 'exp o rt o rien tated '
ld cs (K o rea , Taiw an, Hong Kong), but the development exp erien ce  of th ese 
co u n tries (e sp e c ia lly  the two form er sin ce  they have la rg e  a g ricu ltu ra l 
s e c to r s )  is  both re lev an t and encouraging fo r  o th e rs . O ther ld cs -  the 
ASEAN co u n trie s , S r i  Lanka, and in varying d eg rees most o th ers -  have 
moved in the same d irectio n  with g en era lly  favourable r e s u lts .  T h ird ,

IV. THE EFFEC T S OF RESTRICTIONS ON LDCs
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W este rn  dominated, agen cies like  the IM F a re  urging upon th e ir  Idc c lie n ts  
(o ften  making it a condition fo r  a s s is ta n c e )  that they adopt exchange ra te  and 
exp ort prom otion p o lic ie s  to fa c ilita te  m anufactured e x p o rts , including 
te x tile s  -  on the grounds that such p o lic ie s  make econom ic se n se .

6 7 . The most tangible b en efit derived  by Ides is  in term s of employment.
T h is is  p a rtly  becau se cloth ing , e s p e c ia lly , is  a , re la tiv e ly , v e ry  labour
intensive industry but a lso  because a given quantity of output w ill gen erate
more employment than in  dcs w here le s s  labour in tensive methods a re
employed (including the u se  of le s s  a n c illa ry  s ta ff) . An OECD su rvey
su gg ests that a spinning o r  weaving m ill in India o r  K orea  w ill ty p ica lly
have around tw ice as many w o rk ers p er unit of output as a com parable
establishm ent in the U S o r  Germ any, and ra th e r  m ore in  the Indian than

20the K orean  c a s e .  W here handloom te x tile s  a re  co n sid ered , the labour 
in ten sity  i s ,  n atu ra lly , g r e a te r : perhaps ten  tim es that in the m ill s e c to r  
and th ree  tim es that in  powerloom s (in  re s p e c t  of output -  the labour 
in ten sity  with re s p e c t to ca p ita l is  v a stly  g re a te r ) .

E ffe c t o f R e s tr ic tio n s

6 8 . The e ffe c t  of r e s tr ic t io n s  on e x p o rte rs  c le a r ly  v a r ie s  depending 
upon (in te r  a lia ) the im portance of clothing and te x tile s  in the econom y, on 
the stage of o v e ra ll development, on the se v e r ity  of r e s tr ic t io n s  and the 
cap acity  of the industry to ad ju st to changing quota and m arket cond itions. 
T a b le s  21 and 22 try  to cap ture the main fe a tu res  o f te x tile s  and clothing 
exp o rts in  re la tio n  to the v ario u s ldc econom ies. T h ere  are  co u n tries which 
a re  m ajor net e x p o rte rs  o f both te x tile s  and clothing (K o rea , Taiw an, India 
and T hailand), o th ers  which a re  predom inantly te x tile  e x p o rte rs  (B r a z i l ,  
P a k is ta n , Egypt and T u rk ey ), and o th ers  which export clothing in corp oratin g  
im ported fa b r ic s  (Hong Kong, P h ilip p in es, S in g ap o re , most of the new er 
e x p o rte rs  such as S r i  Lanka and Indonesia and o th ers  engaged in o ffsh o re 
p ro ce ss in g  -  T u n is ia , M alta  and C yp rus). It is  a lso  p o ssib le  to c la s s ify  
co u n tries in  term s of the im portance of the te x tile s  and clothing in d u stries
in  re la tio n  to m anufacturing as a whole (it is  p a rticu la r ly  high in  Hong Kong 
and to a le s s e r  d egree in low income ld c s ; P ak istan  , Egypt and India) and 
o f exp orts in re la tio n  to production and o v era ll, exp o rts  (both high in Hong 
Kong, Taiw an and K orea  and to a le s s e r  extent in  India and P ak istan ).
T h ese  d iffere n ce s  a re  re fle c te d  in the c la s s if ic a tio n  below .
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( l )  M ajor NIC Su p p liers

6 9 . T h ree  co u n tries -  Hong Kong, Taiw an and K orea  - a re  reg u larly  
sep arated  out fo r  sp e c ia l treatm ent as 'm ajor s u p p lie rs '. T h is is  done 
e x p lic itly  fo r  Hong Kong, Taiw an and K orea  in the U S while the EEC  and 
o th er importing co u n tries have adopted p a rticu la r ly  r e s tr ic t iv e  m easu res 
fo r th ese co u n trie s . T hus, in the U S , p a rtly  as a re s u lt  o f m easures taken  
in 1979, exp orts in that y e a r  from th ese  th ree  co u n tries w ere low er than in 
any y e a r  sin ce  1975 and litt le  h igher than in 1972 . In exp o rts to the E E C , 
Hong Kong, despite having perhaps the most adaptable industry of a ll the 
e x p o rte rs , could only r e g is te r  2.2%  r e a l  growth p .a .  in the 19 7 6 -7 9  period  
(se e  Table 2 3 ). The co n cern  of th ese  co u n tries (and we a re  h ere  p rim arily  
concerned  with Hong Kong) is  that sin ce  exp orts of te x tile s  and clothing 
form  such a la rg e  component of n ational econom ic a c tiv ity , any sharp slow 
down in perm itted exp orts could have se rio u s re p e rcu ss io n s  fo r  the economy 
as a whole. Exp orts form 75% of the output of Hong K ong's tex tile  and 
clothing in d u stries , while the industry accounts fo r  36% of a ll  e x p o rts (l9 7 9 ) 
and employs 42% (1979) of the co lo n y 's  labour fo r c e . T h e re  appears to have 
been a sharp slow down in growth in 1980 and 1981 a fte r  a su cce ss io n  o f 

y e a rs  in which quite sp e cta cu la r growth had been reco rd e d  (from  17% in 
1976 to 7% in 1979). The com bination of r e s tr ic t io n s  on te x tile  and clothing 
exp orts and a la rg e  influx of V ietnam ese and Chinese: re fu g ees re p re se n t a 
co n sid erab le  problem  in the n ear fu tu re.

7 0 . H ow ever, r e s tr ic t io n s  a re  not without some com pensating ben efits
fo r  th is group of co u n trie s . F i r s t ,  th e re  is  a s c a r c ity  ren t to e x p o rte rs .
S in ce  Hong K ong's products u su ally  face  demand in  e x c e s s  of perm itted
exp orts under quota, the premium is  p a rticu la r ly  la r g e . T h is was m easured
in 1976 at 15 to 25% of re s tra in e d  te x tile  exp ort value, o r  at le a s t  4% of
Hong K ong's GDP (though 're n t ' w ill fluctuate with demand and could even

29be negative in a re c e s s io n  y e a r ) . W hile 'r e n t ' can  be seen  as a national 
gain fo r the economy - turning the term s of trad e in  its  favour -  it does 
have d isadvantages: engendering among s t  businessm en a speculative ra th e r  
than productive m otivation; widening income m ald istribution  in favour of 
manufacturers (and quota sp e cu la to rs) and again st w o rk ers whose r e a l  wages 
a re  affected  by a stan d still o r  declin e in exp ort volume. S e c o n d ,th ere  is  
a stron g incentive to move 'upm arket' into h igher quality lin e s  within quota 
ca te g o rie s  and to sp e c ia lise d  products fo r which p ro tectio n  is  le s s  of a 
th re a t. Such a move is  p a rticu la rly  approp riate in Hong Kong which is 
seeking su cce ssfu lly  to e s ta b lish  a reputation fo r  quality fa b r ic s  and
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fashionable product design . T h ird , r e s tr ic t io n s  in ten sify  p re ssu re  on th ese 
econom ies to d iv ersify  out o f clothing (in  p a rtic u la r ) and te x tile s  into more 
ca p ita l intensive in d u stries (heavy engineering , s te e l, chem icals and c a r s  
in K o rea  and, to a d e g ree , in T a iw an ), more income e la s t ic ,  and technolo­
g ica lly  sop h isticated  in d u stries (e le c tro n ic s , in  each  o f the co u n trie s), and 
traded  s e r v ic e s . R isin g  wage co s ts  a r e , in any event, prom oting the 
re lo ca tio n  of cloth ing production to low er labour co st econom ies in  A sia . 
R e s tr ic tio n s  on e x p o rts , while they may a ffec t the sm oothness of th is 
adjustm ent, should not fundamentally a lte r  the long term  econom ic p ro sp ects  
o f th ese  co u n tries -  though Hong Kong is  lik e ly  to have an ab ility  to supply 
quality te x tile s  and clothing fo r  a long tim e, quotas perm itting, and is  
cu rre n tly  more sp e c ia lise d , and th e re fo re , v u ln erab le .

(2 ) Sm all Su p p liers

7 1 . At the o th er extrem e are  su p p liers whose ex p o rts , u su ally  of clothing, 
a re  at p resen t so m inor in re la tio n  to w orld trad e that one might question 
why they are  a ffected  by co n tro ls  at a l l .  At f i r s t  sig h t, the M FA  has some 
a ttra c tio n s  fo r sm all su p p liers whose position  is  reco g n ised  within it in 
g en era l term s, and se v e ra l o f which w ere drawn into exporting in  the f ir s t  
p lace  by com panies seeking  to escap e from quota co n tro l in  m ajor su p p liers 
(eg  Hong Kong businessm en settin g  up in S r i  Lanka and M a u ritiu s). T h is is  
in  addition to s e v e ra l new su p p liers which have benefitted  from offshore 
p ro ce ss in g  (O P) trad e - M a lta , T u n isia  and Cyprus - though in those c a s e s  
geograp h ical proxim ity and the sp e c ia l p re fe re n tia l a c c e s s  o ffered  by the 
E E C  to M ed iterran ean  co u n tries a re  im portant co n sid e ra tio n s . But the 
ben efits o f being sm all su p p liers - re fle c te d  in  sp e cta cu la r growth ra te s  
ren d ered  by S r i  Lanka and Indonesia in the f ir s t  two o r  th ree y e a rs  of 
exporting -  have now been cu rta iled  by quota actio n , long before  the 
co u n tries con cern ed  w ere exporting su b stan tia l q u an tities. T h ese  
r e s tr ic t io n s  th rea ten  se v e re ly  to lim it the development p o s s ib ilit ie s  of 
p otential tex tile  and clothing exporting co u n trie s .

7 2 . Of the Commonwealth sm all su p p lie rs , S r i  Lanka has had co n sid erab le  
d ifficu lties  as a re su lt o f quotas imposed in the E E C , the U S , Canada and 
Sw eden. The EEC  imposed a quota lim it in 1978 on five item s of approxi­
m ately lim n  p ie ce s  (in  a four y e a r  agreem ent) and the U S imposed a one 
y e a r  r e s tr ic t io n  of 17.5m n p ie ce s  co v erin g  7 item s. With roughly h alf of 
exp orts going to th ese  co u n trie s , the quotas amounted to le s s  than h alf of 
the 1978 cap acity  o f the F r e e  T rad e Zone (quite apart from the su bstan tia l
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industry outside it) and a sm all fra c tio n  of that o rig in a lly  planned (ov er 500 
mn p ie ce s  cap acity , some of it under co n stru ctio n ). H ith erto , garment 
exp o rts played a u sefu l ro le  in liftin g  S r i  L an k a 's h itherto  unim pressive 
exp ort grow th; garment exp orts ro se  in value from $ 3 .3 m n  in 1975 to 
$ 7 0 .8  mn in 1979 (alm ost h a lf of the to ta l exp ort in crem en t). Export growth, 
in  turn , contributed much to improved o v e ra ll econom ic grow th. The S r i  
Lankan ecaiom ic rev iv a l is  now threatened  by se v e re  ex te rn a l financing 
problem s, with a cu rre n t account d efic it o f $ l2 5 m n  (1978) lik e ly  to have 
r is e n  to $ 6 9 5 mn in 1980 (o ffic ia l estim ate ; some estim ates a re  c lo s e r  to 
$ l ,0 l 3 m n )  and expected to r is e  o ff ic ia lly  to $ 8 l5 m n  in 1984. Even these 
future p ro jec tio n s a re  based on fa ir ly  optim istic assum ptions about export 
grow th. If th ese a re  fru stra te d , as they may now b e , the e x te rn a l p ro sp ects  
o f S r i  Lanka a re  not b rig h t.

7 3 . M auritius provides a s im ila r  s to ry  on a sm all s c a le .  A fter a long 
period  of stagnation caused  by alm ost to ta l dependence on su g ar, M auritius 
em erged, in the 1 9 7 0 s , into a period  of im pressive econom ic growth (ov er
7% in the 1 9 7 0 s). One fa c to r  in th is su c ce ss  was d iv e rs ifica tio n , p a rtic u la r ly  
into m anufactures fo r ex p o rt. B y  1977/78 an exp ort p ro ce ssin g  zone accounted 
fo r  20% of ex p o rts , with te x tile s  w ell to the fo re . M auritius h a s , how ever, 
now been h it by tex tile  re s tr ic t io n s  in the E E C  despite the provision  within 
the Lome convention o f fre e  a c c e s s  (su b je ct to sa feg u ard s). The F ren ch  
held up shipments of knitw ear at p o rt, by adm inistrative m eans, in 1979 
until the seaso n al peak was p a st, and then introduced qu otas. A ction by the 
UK led to agreed  quotas fo r  1980, 25% below previous shipment le v e ls . Both 
co u n tries have quotas o r  inform al understandings on mixed fib re  garm ents 
a ls o . The e ffe c ts  of a slow down in exp orts o f n o n -trad ition al item s are  
se rio u s  for an economy otherw ise dependent on one product, su g ar, which 
faced  a d ep ressed  world m arket and little  opportunities fo r  volume 
expansion. T h ere  is  a  backlog o f 3 0 ,0 0 0  unemployed in a population of 
under 1 m illion with 1 0 ,0 0 0  en tran ts to the labour m arket ev ery  y e a r . Only 
the employment opportunities in m anufacturing have h itherto  kept the 
problem  m anageable.

7 4 . A sim ilar situ ation  to that now faced  by M auritius would face  any 
Commonwealth ACP country try in g  to exp ort to the E E C . The EEC  has 
sought, so fa r  u n su ccessfu lly , to in corp orate  an ACP global ce ilin g  into 
its  la rg e r  global c e ilin g s . Though th is has been r e s is te d , it is  c le a r  that 
action  w ill in any event, be taken b ila te ra lly . S im ila r  r e s tr ic t io n s  would
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fa ce  oth er p oten tial su p p liers, such as Bangladesh -  which has been 
serv ed  notice by the EEC in the form of a b ila te ra l agreem ent - although 
fo r  that country, with its  immense problem s of surplus labour and se rio u s 
e x te rn a l im balance, the p o ssib ility  of m anufactured exp orts is  one of the few 
options available of reducing dependence on fore ign  aid . (B an glad esh 's 
P lan  su ggests that by 1985, even with an optim istic 11% growth in non- 
trad itio n al e x p o rts , p ro jected  im ports w ill exceed  exp orts by $ 3 .4 4  bn. 
to $ 1 .0 7  b n . , and the cu rre n t account d efic it w ill in c re a se  to ov er $ 2 b n .) .  
Although problem s fo r  sm all su p p liers have so fa r  mainly concerned  the 
E E C , the U S has been more accommodating tow ards sm all su p p liers in the 
C aribbean  and C en tra l A m erica (p o ssib ly  fo r  s tra te g ic  re a so n s) but the 
ex iste n ce  of a consu ltative agreem ent with Jam aica, and quotas fo r H aiti 
and the Dominican Republic suggest only lim ited fle x ib ility  in th is re s p e c t .

(3 ) M a jo r Low Incom e, Expanding, P ro d u cers

7 5 . The th ird  ca teg o ry  of co u n tries is  perhaps the most se r io u s ly  affected  
by the p ro sp ect of se rio u s r e s tr a in t . T h ese a re  Ides with re la tiv e ly  low 
incom es, a c le a r  long term  com parative advantage in the most labour 
intensive form s of production and with su b stan tia l exp erien ce  alread y in 
exp orting . India is  the main Commonwealth country in th is ca teg o ry . India 
has in the p ast seem ingly been fa ir ly  to lera n t of quotas on its  re la tiv e ly  
uncom petitive cotton tex tile  goods (in 1980 , only 60% of its  p iece goods 
quotas w ere used and, in the U S , only 22%). But the e ffe c ts  on India of 
the M FA system  have re ce n tly  changed fo r the w o rse , fo r  s e v e ra l re a s o n s . 
F i r s t ,  as India has sta rted  to r e a lis e  its  com parative advantage in labour 
intensive garm ents production, it has been co n stra in ed  by quotas on women's 
b lo u ses , s k ir ts  and men's s h ir ts .  M o reo v er, as it has d iv ersified , it has 
been caught - by the EEC  - in the 'b ask et e x tr a c to r ',  more tim es than any 
ldc except the P h ilip p in es. Second India h a s , uniquely, a w ell developed 
handloom s e c to r  whose fa b r ic s  form an important input to the garment 
industry , generating hundreds of thousands of jo b s . The treatm ent in 
p ra c tice  of handlooms under the M FA  has been a se r io u s  problem  fo r  India. 
T h ird , India fa c e s  a growing problem  of e x tern a l disequilibrium  having 
w eathered the f i r s t  o il c r i s i s  reaso n ably  w ell; a trad e d efic it o f $ 6 .6  bn 
in 1980/81 -  which is  not su stainable fo r  more than a few y e a rs  without 
im probable le v e ls  of aid and of o th er e x te rn a l re so u rce  flows -  could w ell 
widen even fu rth e r , n e ce ss ita tin g  a more intense e ffo rt to develop ex p o rts .
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(4) Middle Income LD Cs

7 6 . The fin al group is something o f a m ixed hag. It includes the Communist 
b loc co u n trie s , the L atin  A m erican and some of the M ed iterran ean  co u n tr ie s . 
In the long term , most a re  unlikely  to be able to compete on p r ic e  with the 
re a lly  poor ld cs fo r standard item s o r  with the sp e c ia lise d  e x p o rters  (lik e  
Hong Kong o r  Italy) on item s of fash ion . But, in the sh o rt run, clothing 
exp orts (and le s s  frequen tly , te x tile s )  a re  a u sefu l sou rce of fore ig n  
exchange and of d iv e rs ifica tio n . S in g a p o re 's  exp orts a re  row beginning to 
d eclin e , le s s  becau se of quotas than becau se o f high w ages causing a 
stru ctu ral shift in  the econom y. M alay sia  h as g re a te r  cause for co n ce rn . 
Despite its  re la tiv e ly  high p e r  cap ita  income M alaysia  is  heavily  
dependent on commodities fo r  exp o rt. M anufactures have played a grow ing 
r o le , and te x tile s  and clothing firm s, based on Export P ro c e ss in g  Z ones, 
succeeded in in crea sin g  exp orts from M $52m n in 1971 to M $452m n in 1978 
making a u sefu l contribution to o v e ra ll grow th. T h is growth has now 
la rg e ly  been capped by quotas in the main m ark ets .

7 7 . T h ere  is  a d ifferen t problem  fo r some of the M ed iterranean  su p p lie rs , 
M alta and Cyprus (and also  Portugal and T u n is ia ). T h ese  u se a high 
proportion of EEC  fa b r ic s  in clothing ex p o rts , e ith e r  form ally  under OP 
p ro v isio n s, o r independently of them. It should be e a s ie r  fo r  the im porting 
country to accep t such trad e without r e s tr ic t io n s , though th ere  has been 
p re ssu re  from clothing in te re s ts  to cu rb  it .  W here actio n  has been taken  
(with M alta fo r  exam ple) th is is  p a rticu la r ly  damaging fo r  ex p o rters  s in ce  
they a re  la rg e ly  tied  to sp e c ific  m ark ets .

C onclusions

7 8 . A few g en era l points can be made about the conseq uences of te x tile  
p rotection  fo r  ld cs in g en era l quite apart from the e ffe c t  on sp e c ific  
co u n trie s . F ir s t  the system  introduces extrem e rig id ity  into an in tern atio n al 
m arket which should be c h a ra c te r is e d  by f le x ib ility . As a re s u lt , em erging 
tren d s in both com parative advantage and disadvantage, as between 
sp e c ific  products and as between te x tile s , clothing and the r e s t  of the 
economy, a re  s tifle d . R e s tr ic tio n s  inevitably fa ll  mainly on the m arginal 
en trep ren eu r who is seeking to become esta b lish e d . T ighter r e s tr ic t io n s  - 
and the th rea t of o th ers -  a re  a m ajor d isincentive to h is  taking r is k  
investing o v er and above those a lread y  inherent in the tra d e . Secon d , 
adm inistrative co n tro ls  in troduce, in e v ita b ly ,p o ssib ilities  fo r  ca r te lisa tio n
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amongst ex istin g  e x p o rte rs , favouritism  in the aw ard o f exp ort l ic e n c e s , 
corru p tion  and sp eculative hoarding o f qu otas, a ll  o f which are  damaging 
to the development o f sen sib le  in d u stria l and trad e p o lic ie s  and dem oralising 
fo r  e ffic ie n t and com petitive b u s in e sse s . T h ird , the rem oval of much 
com petition from in tern ation al m ark ets, as it  a ffe c ts  M FA  su p p lie rs , rem oves 
fo r  m ost new com ers to tex tile  o r  clothing exp orts the v ita l elem ent o f 
'lea rn in g  by doing' -  that o f being fo rced  to adapt to design and consum er 
ta s te  and p rice  com petition through productivity improvement -  which was 
av ailab le  to m ajor M FA  su p p liers as they become estab lish ed  and s t i l l  is  
to d c s .
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V . NEGOTIATING O PTIO N S AND O B JE C T IV E S  

The N egotiating Context

79 . The M FA w ill ex p ire  at the end of 1981. Its  s u c c e s s o r , i f  th e re  is  
on e, w ill be negotiated in the co u rse  of th is  y e a r , with the May meeting of 
the GATT T e x tile s  Committee the f i r s t ,  a lb e it te n ta tiv e , step . However 
th ese  negotiations re la te  only to the term s of the A rrangem ent i t s e l f ,  and 
the P ro to co l under which it was renew ed in 1977. M ost in te re s t  cen tres  on 
the b ila te ra l agreem ents w hich, fo r the main su p p liers to the U SA  and the 
E E C , do not exp ire  until the end of 1982. It is  p o ssib le  th e re fo re  that the 
M FA  may be extended to cov er the one y e a r  o v erlap . Another p o ssib ility  
is  that the M FA  renegotiation  may be u n co n tro v ersia l and give few hints as 
to the tem per of future b ila te ra l n eg otiatio n s. But th is  paper is  w ritten
on the assumption that substantive and detailed  argument w ill take p lace  

th is y e a r .

80 . The negotiations w ill be heavily influenced by p o litica l 'fa llo u t'
from  generally  d ep ressed  econom ic conditions in W estern  co u n trie s . T able 
24 sum m arises the main tren d s in o v e ra ll GNP and employment and te x tile s  
activ ity  in the main im porting co u n tries . S tr ic t ly  speaking, the econom ic 
conditions of 1981 a re  s c a r c e ly  re lev an t to the question of future agreem ents 
designed to run from 1983 to the la te  1980s - but they non eth eless influence 
the clim ate in which negotiating p ositions a re  a rriv e d  a t. O ther than to try  
to combat th is 'r e c e s s io n  m en tality ', v ariou s points could additionally be 
made by Idc n eg o tia to rs . F i r s t  developing co u n tries ' te x tile  in d u stries a re  
alread y sharing  the burden of in tern ation al re c e s s io n . As can be seen  
from  Table 25 the production index fo r  ld cs has fa llen  behind that fo r  dcs 
sin ce  1 9 7 5 , in sharp co n trast to the e a r ly  19 7 0 s . S e co n d , th e re  is  a 
good deal of v aria tio n  as between developed cou n tries (though a ll u se the 
same argum ents'.). The position  in N orth A m erica is  a good deal le s s  
serio u s than in E u ro p e, and within Europe the B r it is h  is  w orse than the 
German o r Ita lia n . T h ird , th ere  has em erged a b e tte r  understanding of 
the cau ses and e ffe c ts  of re c e s s io n  in in d u stria l co u n tries sin ce  1977/1978 
when, faced  with a serio u s econom ic downturn fo r the f i r s t  time sin ce  W orld 
W ar I I , se v e ra l governments succumbed to p ro tectio n ist thinking. Now, 
s e v e ra l governm ents, notably B r ita in , a re  con sciou sly  pursuing tight 
money p o lic ies  fo r  anti-inflation rea so n s knowing the co st in term s of un­
employment. They a re  (or should be) w ell aw are of the ir re le v a n c e  of 
p ro tection  to th e ir  econom ic s tra te g ie s  and the lik e ly  negative e ffe c ts  on 
th e ir  an ti-in fla tio n  o b je c tiv e s .
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The P o sitio n  of the DCs

(i) The Governments

81 . The form al negotiating position of the main p a rtie s  - the U S and the 
EEC  - is  not yet agreed  and is  s t i l l  su b ject to a con sid erable  degree of 
in tern al debate about p rin cip les and ta c t ic s ,  e sp e c ia lly  w here new governm ents 
- as in the U SA  and F ra n c e  - have yet to find th e ir  fe e t. But a few 
guidelines have been estab lish ed . The US adm inistration is  tied  by a 
commitment made by its  p re d e ce sso r  to C on gress that the M FA would be 
renew ed (indeed th is was a condition fo r  co n g ressio n a l accep tan ce of ta r i f f  cuts 
under the Tokyo Round). It appears to want a qu ick , u n co n tro v ersia l, 
renew al of the M FA  in ord er to head off p re s s u re s  from  C ongress fo r even 
more r e s tr ic t iv e  m easu res. A dm inistration spokesm en have indicated that 
they wish to se e  a fu rth er r e s tr ic t io n  of quotas on the highly in d u stria lised  
NICs and, p o ssib ly , some c la r ifica tio n  of the c r i te r ia  fo r r e s tr ic t iv e
actio n . S in ce  the U S has a lread y  dem onstrated con sid erable capacity  fo r 
obtaining more r e s tr ic t iv e  b ila te ra l agreem en ts, it may w ell take the view 
that th ere  is  lit t le  point d isturbing the o rig in a l M FA .

82 . The E E C 's  position  depends upon member s ta tes  whose in te re s ts  a re
d ivergent. The Com m ission, i t s e l f ,  which negotiated the 'rea so n a b le
d epartures c lau se ' and the 1 9 7 8 -8 2  b i la te r a ls , appears reason ably  w ell
p leased  with the status quo. A p ro g re ss  rep o rt on the M FA in 1980 concluded
that "the ra te s  of growth of im ports from  the cou n tries covered  by the p o licy
have been reduced and a stab le  tren d  esta b lish e d , while the community

30global ce ilin g s have been observ ed " . V iscount Davignon noted in A pril
that "o v er the past four y e a rs  the M FA has worked v is  a v is  the developing
countries but our com petitiveness has declined with re s p e c t to other in d u stria l 

31co u n tr ie s" .31 But the Comm ission is  under p re ssu re  from some member
sta tes  to toughen the cu rren t arran gem en ts, a lb eit w ithin an M FA  fram ew ork.
The B r it is h  government whose M in iste rs  a re  fa r  le s s  w ell d isposed , in
g e n e ra l, tow ards import con tro ls than its  Labour p re d e ce sso r  has
nonetheless committed its e lf  to the judgement that "co n sid era tio n  of a new
M FA  must take p lace against a le s s  favourable w orld trad e background and

32that a tough s u c c e s s o r  w ill needed".32 The new F re n ch  government is  
expected to be even le s s  lib e ra lly  inclined . The Commission has indicated 
that it exp ects to negotiate on the b a sis  that M FA import growth should be 
re la ted  m ore c lo se ly  to expected (low er) consumption grow th, that (like the 
U S) it w ill try  to hold back im ports from more advanced NICs to a g re a te r  
degree than the rem ainder and that ld cs should concede both g re a te r
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recip rocity  and a soc ia l c lau se . M ost of these objectives (except the so c ia l 
c lause) could probably be accom plished within tie MFA as it stan d s, even 
without a 'reason ab le  departure' provision . The Council of M in isters 
may well however make stronger demands, a s  a re su lt of employer and 
trad es union p re ssu re  on member state governments.

(ii) The Lobbies

8 3 . The m an u fac tu re rs  and  t r a d e s '  u n io n s , on one hand, and the r e t a i l e r s  

consum er g ro u p s and im p o r te r s , on the o th e r , have a lr e a d y  m o b ilised  fo r  

the com ing round o f n e g o tia tio n s . In the U nited S t a t e s  the C o n g r e s s io n a l 

T e x tile  C au cu s i s  p o w erfu l and o p e r a te s  c lo se ly  w ith the te x t ile  and a p p a re l  

m a n u fa c tu re r s , and w o r k e r s ' un ions in a  jo in t cam p aign . T h e ir  main 

o b je c t iv e s  a r e :

(a) reduced growth ra te s  fo r quotas on cotton and man-mades,to somewhere 
c lo se r  to textile fibre consumption growth(estimated at under 2% p .a . ) ,

(b) further cu ts, and possib ly  elim ination,of sw ing, carry over and c a rry  
forw ard prov ision s,

(c) ' g lobalisation ' of quotas on the European model, and w ithin the fram e­
work of global a n a ly s is , sp ecia l attention should be devoted to tru ly  
developing c o u n tr ie s .. . . i f  the newly in d u stria lised  countries a re  
re str ic ted  to import growth ra te s  somewhat below the U S  m arket 
growth33" ,

(d) rollback of quotas for Hong Kong, K orea and Taiw an.

84 . W ithin the E E C , the c o rre sp o n d in g  lo b b ie s  a r e ,  i f  an yth in g , even  

m ore p ow erfu l than in  the U S A  a s  they  d em on stra ted  in  1977 by obtain in g  
endorsem ent by the C ou n cil o f M in is te r s  o f a lm ost a l l  th e ir  dem an ds. The 

m ain v iew s (w hich a r e  c lo se ly  in terw oven ) a r e  th o se  o f C o m itex til, 
r e p re se n tin g  n atio n al te x t ile  (m an u factu rer) fed era tio n s such a s  the B r it i s h  

B T C . It i s  dom inated by m an-m ade f ib re  in t e r e s t s .  T h e re  a r e  s e p a r a te  
E u ro p ean  fe d e r a l  b o d ie s  fo r  k n itw ear and clo th in g  w hich a r e  l e s s  p o w e r­

fu l than C o m itextil but tend  to p u sh  in the sam e d ire c t io n . The unions 
o p e ra te  through  the E u rop ean  T r a d e s  Union Com m ittee fo r  T e x tile  C loth ing 

and L e a th e r , ag a in  re p r e se n t in g  n atio n al fe d e r a t io n s . The lo b b ie s  
in flu e n c e  the C om m ission  d ir e c t ly  (through  r e g u la r  w ork in g  p a r t ie s )  and v ia  

the E u rop ean  Econom ic and S o c ia l  C om m ittee, and P a r lia m e n t, w hose re c e n t  
re p o r t  on the M FA  draw n up by the Com m ittee on E x te r n a l Econom ic R e la t io n s
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r e f le c ts  th e ir  position  c lo s e ly . We may w ell see (a s  in  1977) C om itextil
o ff ic ia ls  attached to the C om m ission's negotiating team in o rd e r to stiffen
its  r e s o lv e . The demands made by C om itextil th ere fo re  a re  of con sid erable
sig n ifican ce  and a re  se t out h ere  in  some d e ta il:34

(a) an ex ten sion  of the g lobalisation  concept (con sid ered  of "cap ita l 
im p ortan ce'') to in c re a se  the number of products su b ject to global 
c e il in g s ,

(b) o v e ra ll growth of 'low c o st ' im ports reduced to re f le c t  d ep ressed  
m arket conditions (in  p r a c t ic e , by low er growth lim its within 
future b i la te r a ls ) ,

(c) to en su re that im ports from a ll low co st e x p o rters  should be co n tro lled  
and, in se n sitiv e  c a te g o r ie s , se t o ff against global q u otas. E E C  
im ports under quota should be cut back  to make room fo r in tra -E E C  
G reek  exp orts and any o th er M ed iterran ean  su p p lie rs . Lome 
co u n tries to be given a 'su b ce ilin g ' under global quotas,

(d) d iscrim in ation  in treatm ent between ldc su p p lie rs , based  upon 
'le v e l of development' on the b a s is  of re c ip ro c ity  ( i . e .  tougher 
treatm ent of B r a z il  o r  K o re a , than Hong Kong), and to ensure 
that non-M FA  sig n ato ries  under quota a re  not more favourably 
trea ted  than sig n a to rie s  (how th ese  d ifferen t p rin cip les a re  to be 
reco n ciled  and combined is  not exp lain ed ),

(e) quantitative ce ilin g s  on OP tr a d e ,

(f) extension  of product coverage to include fla x ; cut back s from 
"a r b itr a r ily  high" le v e ls  of quota ca te g o rie s  including handlooms,

(g) tougher adm inistration of the quota system ; le s s  f le x ib ility ; 'b a sk e t 
e x tr a c to r ' to op erate autom atically , even if  no agreem ent, and with 
quotas fixed  at the sp ecified  tr ig g e r  le v e ls ; more c a te g o r ie s ; tig h te r  
co n tro l ov er phasing of d e liv e r ie s  during the y e a r ; s t r ic te r  action  
against fraudulent lab e llin g ,

(h) quota management to r e v e r t  to importing co u n tries (a s  in  the E E C - 
China agreem ent) w here the quota system  is  'abu sed ' ,

(i) E E C  member sta te  quotas to rem ain,

( j)  a 's o c ia l  c la u se ' re la tin g  a c c e s s  to the observ an ce of ILO convention 

on working conditions(in  e f fe c t , supporting tra d e s '  union dem ands).
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T h e re  a re  of co u rse  d iffere n ce s  of em phasis -  the tra d es  unions go 

even fu rth er in  th e ir  demands than the m anu facturers. T h e re  a r e  a lso  
o ccasio n a l d iscord ant n o te s , from  those who want M FA  treatm ent to be 
extended to the U SA  e x p o rts , though Com itextil is  de-em phasising th is  
so u rce  of aggravation in the in te re s ts  of a common fro n t, with the U S , on the 
M FA  (and sin ce  the U S exp orts a re  now becom ing m ore expensive with higher 
energy p r ic e s  and d o llar rev alu ation ).

85- The other dcs a re  le s s  in flu ential at th is  stage but such p re ssu re  as 
is  being exerted  is  in  a sim ilar d irectio n . Although the Trudeau government 
in Canada is  eag er to play a m ore co n stru ctiv e ro le  in  'N orth -Sou th ' 
n eg otia tio n s, it is  a lso  under p re ssu re  from  the industry whose view s have 
been echoed by the T e x tile  and Industry B oard  of the Department of Industry. 
The Board is  seek in g , in ter  a lia ,

(a )  r e s tra in t  le v e ls  based  on past p erform an ce, not r e s tra in t  le v e ls  

in  the previous p e rio d s,

(b) cutbacks in  sw ing/ carryov er and ca rry fo rw a rd ,

(c ) re s tra in t  on a seaso n al as w ell as an annual b a s is  to prevent 
sudden 'm arket d isru p tio n ' ,

(d) g re a te r  su p erv ision  of the co n tro l apparatus and tex tile  policy by 

' e x p e rts '  and ' s p e c ia lis ts ' .

Not a  g re a t deal can r e a lis t ic a lly  be expected from the lobbying activ ity  

of im porters and r e ta i le r s  who a re  p o litica lly  le s s  pow erful than m anufacturers 
and unions. But the fed eration s play a u sefu l function in providing a critiq u e 
of the industry lobby 's argum ents and highlighting the fa c t that the te x tile  
lobby re p re se n ts  a s e c tio n a l, not a n ation al, in te re s t . The (Germ an based) 
F o re ig n  T rad e A sso cia tio n , the U K -based  R e ta il C onsortium , Im p orters' 
F ed eratio n  and C onsum ers' A sso cia tio n , and the U S N ational R e ta il M erchants 
A sso ciatio n  have a ll re ce n tly  published re p o rts  c r it ic a l  of the M FA , arguing 
fo r  g re a te r  lib era lisa tio n ,an d  strongly  opposing m easures to tighten the term s 
of the M F A .35
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LDC In te re s ts  and the M ain N egotiating Issu e s

8 6 . Ldcs have alread y  taken the f ir s t  step s to form a coordinated p o sition , 

with the m eeting of te x tile  and clothing ex p o rte rs  in  Bogota in N ovem ber.
W ith this and subsequent m eetings it  should be p o ssib le  to go some way to 
rem edy the w eakn esses in  the Idc negotiating position which w ere apparent 

in  1 9 7 7 . T h ese  a re  e s se n tia lly :

(a) apparently  d ivergent in te r e s ts . The dcs have openly appealed to 
the apparent s e lf - in te r e s t  of the m ore num erous (o r  poorer) ld cs  
in  th e ir  e ffo rts  to obtain cutbacks fo r  the m ajor su p p lie rs . A ction 
taken in  the la s t  few y e a rs  against num erous sm all exporting 
co u n tr ie s , h itherto  not concerned  with te x t i le s , h a s , how ever, made 
the issu e  much m ore one on which th ere  is  c le a r ly  p erceived  

' South' in te re s t.

(b) the b e lie f amongst im porting co u n tries that ld cs have no a ltern ativ e  
but to se ttle  on w hatever term s are  demanded of them . The p re sen t 
arrangem ents d o , c le a r ly ,c o n fe r  some advantages o v er a wholly 
p ro tectio n ist system : export quota adm inistration at source with 
a sso c ia te d  b en efits from quota prem ia and opportunities for trading 
up; some elem ent of grow th; a guaranteed a c c e s s  up to agreed  
lim its in  quota ite m s. The system  has how ever become so eroded 
that r is k s  for ld cs of a retu rn  to m ore u n certa in  non-M FA  would
be correspondingly less(and a lso  contain dangers for dcs ,  notably 
b ecau se of the r is k  of the E E C - U S  c o n flic t) . M o reo v er some ld cs 
have shown that they can re ta lia te  against u n ila tera l action  (notably 
by Indonesia again st the UK) and achieve co n cessio n s th e re b y .

8 7 . T h u s, the position of ld cs i s ,  while d ifficu lt, fa r  from hop eless .T h e  main 

is s u e s  of co n cern  to them a r e , b ro ad ly , as fo llo w s:

(1) R easonable D epartures

88 . T h ere  w ill be stron g demands from  ld cs that the 'rea so n a b le  d ep artu res ' 
c lau se  in the 1977 p rotocol of renew al be rem oved from  any future M FA 
agreem ent. S in ce  the c la u s e , fo r  a ll its  am biguity, was c le a r ly  drafted
to cover a short period  it  is  d ifficu lt to se e  how th is req u est w ill be re fu se d . 
The is s u e , th en , w ill be w hether to renew  the M FA  as in the 1974 v e rsio n  
o r to negotiate a more p re c is e  rep lacem ent fo r  the 'rea so n a b le  d ep artu res ' 
c la u se . Ld cs w ill want a much c le a r e r  and m ore detailed  sp ecifica tio n  of 
th e ir  rig h ts  and of the 'ru les  of the game' than is  cu rren tly  provided in 
A rtic le  4 . Dcs w ill, on the other hand, want e ith er another lo o se ly  worded
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w aiver or e ls e  sp e c ific  exemption from growth ra te s  and fle x ib ility  undertakings. 
But the issu e  may prove irre le v a n t sin ce  the U S and EEC  appear sa tis fied  
that they can achieve th e ir  o b je ctiv e s  without red ra ftin g .

(2) Growth R ates

89 . It is  the 6% growth commitment (ra th e r  than the form al ' reaso n ab le  
d ep artu res ' argument) which may w ell be the key issu e  in  the coming 
n eg otia tio n s, given the em phasis p laced on it  by U S and EEC  industry 
spokesm en. The issu e  may p resen t i t s e lf  in  variou s fo rm s: a d ire c t a ttack  
on the 6% fig u re in the M FA  its e lf ;  through b ila te ra l agreem en ts; in c re a s in g  
(in the E E C ) the number of sen sitiv e  ca te g o rie s  su b ject to low growth r a te s  
and 'g lobal' c e ilin g s ; (in the USA) sca lin g  down the growth ra te s  fo r broad  
product groups as has a lread y  happened fo r w oollens.

90 . The dc argument is  that the 6% fig u re was ag reed  a fte r  a long p eriod  
when the trend  GNP growth of in d u stria l co u n tries was much higher than it 
is  now or is  expected to b e . T h u s, the M FA  growth ra te  should be ad justed  
to take account of changed m arket conditions. To th is , th e re  a re  v ariou s 
r e p lie s . F i r s t , the argument is  somewhat academ ic in  the EEC  w here the 
r e a l  (volume) growth re a lis e d  under the la te s t  b ila te ra l agreem ents was a 
m ere 2.4% and, by a ll Id e s , 4%. Seco n d , it is  not n e c e s s a r ily  lo g ica l to 

respond to slow growth by slow ing down change. The th ru st of 'supply 
side eco n o m ics ', not o ffic ia lly  endorsed in the U S and the UK as w ell as 
other OECD countries and by G A TT, is  that in p eriod s of slow growth it  is  
p a rticu la rly  n e c e s s a ry  to str ip  away non-com petitive reg u la to ry  b a r r ie r s  
which a re  an o b sta c le  to productivity growth engendered , in ter  a lia , by 
competing tra d e . T h ird , the assum ption is  that im ports from  non M FA 
so u rces a re  given. E x p erien ce  under M FA I I ,in d icates that th is is  invalid . 
F o u rth , th e re  is  no sc ie n tific  b a s is  fo r  p red ictin g  what o v e ra ll GDP growth 
w ill be lik e  in OECD countries in the next f iv e , le t a lo n e , ten y e a r s . To th is , 
some in te re s t  groups rep ly  that what is  needed is  an MFA ' re c e s s io n  c la u s e ' 
permitting annual re v is io n  of quotas, ra th e r  as the U SA  has done sin ce  1979.
But such annual rev is io n s  could destroy  what lit t le  ce rta in ty  th ere  cu rre n tly  
i s .  And exp erien ce  suggests that a 'r e c e s s io n  c la u se ' would provide fo r  
downward ra th e r  than upward re v is io n s . In any event th is idea seem s to 'have 
been dropped from  the l is t  of negotiating demands (in  favour of more cov ert 
mechanisms fo r  cutting import growth).
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(3) R e-d istrib u tio n  Under G lobal Quotas

91 . L d cs w ill be faced  with a demand that any le s s  i l l ib e r a l  treatm ent of 
sm all, or p o o r, su p p liers (v ario u sly  defined) should be o ffset by tougher 
re s tr ic t io n s  on m ajor su p p liers . The a ttra c tio n s  of th is approach fo r  the 
dcs a re  obvious. It  helps to head off the p o litica l ob jectio n s to the M FA 
from  the 'development lob b y '. It d ire c ts  h a rsh e st co n tro ls tow ards those 
co u n tries -  Hong Kong, K orea  and Taiwan - which (being heavily  export 
orien tated  and a lso  without p o litica l 'c lo u t')  have lit t le  cap acity  to r e ta lia te .
It draw s some leg itim acy from  the ' graduation' concept incorp orated  into 
G A TT. It could c re a te  a sp lit in  the ranks of e x p o rters  in the co u rse
of n eg otiatio n s. And it  perm its the im porting cou n tries to make a lib e ra l 
g estu re  to some cou n tries while m aintaining global quotas on ld cs as a w hole.

92 . The cen tra l ob jectio n  which p oorer (and/or sm all) ldc ex p o rters  should 
have to th is negotiating ta c t ic  is  that under the system  of ' global' quotas 
operated by the E E C  , and to a d egree by other dcs, the m ajor ben efits of 

squeezing the m ajor su p p liers a ccru e  to n on -ld cs o r cou n tries outside of 
M FA  con tro l. Under a schem e such as that obtaining in the E E C , sm all
ldc su ppliers (th ere  is  no sp e c ia l arrangem ent fo r  poor ld cs) a re  in a fa r  
w o rse  position  than sm all dc su p p liers sin ce  they a re  prevented by the 
'b a sk e t e x tra c to r ' from  building up sig n ifican t volumes of exp ort. The 
'co n ce ss io n ' of above 6% growth ra te s  is  not p a rticu la r ly  u sefu l if  the base 
quality is  v ery  sm all.

93 . A system  w hereby low er income ld cs w ere given v e ry  much more 
favourable treatm ent than the minimum provided fo r  in the M FA  would, 
of c o u rs e , other things being equal, be an a ttra c tiv e  one, though it is  
d ifficu lt to se e  how ld cs as a group could take the p rop osal in iso la tio n .
It could form  p art of a package in which ld cs M FA sig n ato ries  as a whole 
w ere guaranteed b e tte r  a c c e s s  conditions than oth er (including dc) su p p lie rs , 
and in which m ajor su p p liers w ere at le a s t  p ro tected  from  cutbacks in net 
a c c e s s .  S im ila rly  th e re  is  a danger of trea tin g  the problem  of sm all 
su p p liers in  iso la tio n , esp ec ia lly  i f  'room ' under quotas w ere to be crea ted  
simply by cutting back on other ld c s . But a regim e which exempted v ery  
sm all su ppliers and reco g n ised  that ex p o rters  as w ell as im p orters have a 
righ t to a 'minimum viab le  production' would meet one m ajor cu rren t g riev an ce .

(4-) F le x ib ility

94 . Developing cou n tries w ill want to se e  in the next M FA  something which
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snore effectiv ely  guarantees fle x ib ility  p rov ision s (sw ing, ca rry o v e r and

ca rry fo rw a rd ), p a rticu la r ly  in view of the serious ero sio n  of f le x ib ility ,
p a rticu la rly  in  the U SA . The dcs w ill be pushing in the opposite d ire ctio n ,
arguing that the cumulative e ffec t of a ll th re e  fle x ib ility  m argins can be
su bstantial in  some products in any one y e a r . The rep ly  to the c r itic ism
is  th a t, by defin ition , any ca rry o v e r o r carry fo rw ard  o r  sw ing, can only
be at the expense of another quota. In p ra c tic e  th e re  is  a much g re a te r
problem  of u nderu tilisation  of quotas o v e ra ll (and the m ore r e s tr ic t iv e  the
p ro v is io n s, the g re a te r  the u n d eru tilisation ). A ca re fu l study was re ce n tly
made of the u tilisa tio n / flex ib ility  question in the UK a s  it a ffected  1979 tra d e ,
by the R eta il Consortium . It found that in  the 's e n s it iv e ' ca te g o rie s  4 to 8
fo r  which to ta l assign ed  quotas w ere 169. lm n  item s, 5 .4  mn needed to be
added fo r  carry ov er/ forw ard  p rov ision s and re -e x p o r t  (it is  not p o ssib le
to sep arate  out r e -e x p o r ts , fo r  which the M FA  perm its no r e s tr ic t io n s ) .
But th is was more than o ffse t by the sh o rtfa ll due to u n d eru tilisation . O v erall
UK underutilisation  appears to have been 20 mn garm ents in 1978 and 12 mn
in 1979. The government acknow ledges th a t, at p re se n t, in the m ajority of

37c a s e s ,  the quotas have been u n d eru tilised . The main re a so n  fo r m aintaining 
at le a s t  the p re se n t, M FA , lev e ls  of fle x ib ility  is  n ot, in  any event, to 
in c re a s e  quota le v e ls  by the backdoor but to provide r e t a i le r s ,  w h o lesa lers 
and th e ir  ldc su p p liers with some scope fo r  m eeting the demands of rapid ly 
changing consum er ta s te .

95 . T h ere a re  other ways in which the system  could be made more fle x ib le  
without s a c r ific in g  its  b a s ic  o b je c tiv e s . The member sta te  quota system  
in the EEC  probably does m ore damage to the Community's own in tern al 
cohesion than it does to ldc ex p o rters  but it  i s ,  on both acco u n ts, an 
u n n ecessary  b u re a u cra tic  o b sta c le . The number of product ca te g o rie s  is  
e x ce ss iv e  in most se ts  of b ila te ra l agreem ents.

G ) R ecip ro city

96 . The EEC have decided to make an iss u e  out of the n o n -re c ip ro ca l 
nature of m arket a c c e s s  in te x tile  p rod u cts, and, in  p a r tic u la r , high 
ta r if fs  and other b a r r ie r s  in such countries as South K orea  and B r a z il .
T h is is  a legitim ate issu e  to the extent that some of the most developed 
M FA  ex p o rters  have - a fte r  the Tokyo Round - a commitment to 'graduate' 
(though the operation al im plications of th is  concept a re  s t i l l  v e ry  u n clear). 
But it  is  not easy  to see  what re le v a n ce  it  might have to most ld cs which 
have nev er been expected to o ffer  form al re c ip ro c ity  in  trad e negotiations.
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97 . M o reo v er, the u se of 're c ip ro c ity ' by Id es as a debating point 

(it is  doubtful if  they reg a rd  the issu e  any more profoundly) gives Ides 
an opportunity to make se v e ra l points in rep ly . F i r s t , two m ajor 
Commonwealth su p p liers with open econom ies - Hong Kong and Singap ore - 
would be v e ry  happy to 'co n ced e' that the EEC  and th e ir  own m arkets fo r  
te x tile  im ports should be equally open to each  oth er on a re c ip ro c a l b a s is . 
Seco n d , ld cs have an opportunity to point to the w ider asp e cts  of 'r e c ip r o c ity '.  
M ost (se e  Table 26) run trad e d e fic its  with the U S and the E E C , and even 
w here they do n ot, th e re  a r e ,  except in the c a se  of the 'b ig  th re e ' su p p lie rs , 
trad e d e fic its  on m anufactured goods.

98 . The question of 're c ip ro c ity ' can m oreover be turned to p ra c tica l 
advantage in  the n eg otia tio n s. T h ere  is  one a re a  of in tern ation al trad e 
between dcs and ld cs w here re c ip ro c a l exchange within the te x tile  se c to r  
tak es p la ce : 'o ffsh o re  p ro c e s s in g '. T h ere  is  a stron g  ca se  fo r  guaranteed 
a c c e s s  fo r  OP goods under the M FA  outside of quotas w here im porting countr; 
fa b r ic s  w ere being used (ie  EEC  fa b r ic s  used in garm ents imported under 
OP to the E E C ). Some dcs a lread y  op erate such schem es and would be 
expected to support th e ir  extension  (though th ere  is  a danger fo r  ldcs that 
the argument could be turned to give OP goods p re fe re n ce  within ex istin g  
quotas). A rtic le  6 .6  of M FA in d icates that OP should be given p re fe re n c e , 
and th is could be am plified.

(6) S o c ia l C lause

99. T h ere  has been mounting p re ssu re  from  tra d e s ' unions in W estern  
countries to make a c c e s s  (or aid) conditional upon o b serv an ce of labour 
standards in ld c s . Such an attempt was made, fo r  exam ple, in the 
negotiations over the Lome Convention. T h ese demands have, in the p a s t , 
been d ism issed  by ld cs as a b a re ly  disguised  form  of p rotection ism , 
and an attempt to impose standards which a re  inapp ropriate in coun tries 
with a re la tiv e ly  sm all urban w orking c la s s  and re la tiv e ly  low living 
standards in g en era l.

100. However valid  ld c s ' com plaints may b e , they w ill be hard to
su stain  in p re sen t conditions. The main union fed eration s (1CFTU and 
ETU C) have moved away from  the s i l l ie r  and more extrem e demands (which 
a re  d irected  at low wages p er se) tow ards o b serv an ce of a sm all number 
of 1LO Conventions which have been widely ra tifie d  and cover ra th e r  b a s ic  
standards ( e .g .  child  labour in fa c to r ie s ; p ro tectio n  against in ju r ie s  and
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health  r is k ) . Even th ese  may be problem atic in  poor co u n tries . M oreover 
tra d e s ' unions in some m ultiparty dem ocratic co u n tries in the Commonwealth 
(India, S r i  L an k a, M alaysia) a re  known to favour a 's o c ia l  c la u s e '.

101. The demand may th e re fo re  prove d ifficu lt to r e s is t  in p rin c ip le .
Ldc attention n eed s, in stead , to be d irected  tow ards ensuring that any 
's o c ia l  c lau se ' is  lim ited in  scope and is  not a d isguised  attack  on the 
inevitably low wages of ld c s . The main negotiating points a r e :

(a) W estern  unions ( e .g .  I C FTU ) have argued that a so c ia l c lau se would 
be a m eans of in crea sin g  a c c e s s  and removing trade b a r r ie r s . In an 
M FA  con text, accep tan ce of a c lau se  could th e re fo re  be a means of 
ex tractin g  m ore l ib e r a l treatm en t.

(b) the only ILO Conventions which could be con sid ered  in th is context 

a re  those that a re  accepted  and ra tified  by both p a rties  to b ila te ra l 
agreem en ts, and which co v er b a s ic  hum anitarian o b je c tiv e s , not 
those which a re  p o litica lly  co n tro v ersia l (such  as tra d es  union
re  cognition) or which seek  to penalise ld cs because they are  poor,

(c) i f  dcs in s is t  on making an o b serv an ce of labour standards m andatory, 
it  should be c le a r ly  understood that the same m andatory p rincip le 
should apply outside of the narrow  te x tile s  context ( e .g .  to W estern  
companies in South A fr ic a ) .

102. It should be said  in conclusion  that the 's o c ia l  c la u se ' (like the 
're c ip ro c ity ' issu e ) is  probably lik e ly  to fig u re  in negotiations more as a 
debating ra th e r  than a substantive is s u e , to throw ld cs on the d efensive.

(7) Handlooms

103. One m ajor so u rce  of grievan ce fo r India (and P ak is ta n  outside
of the Commonwealth) is  the fa ilu re  of the M FA  to safeguard  the position of 
handloom p ro d u cts , which a re  a m ajor so u rce  of labour in ten sive ru ra l 
employment and which a re  th reaten ed , in the ab sen ce of some sp e c ia l 
p ro v isio n , with ero sio n  of th e ir  position  by m achine-m ade item s employing 
a sm all fra c tio n  of the to ta l labour fo r c e . The Indian government p ro tects  
the handloom se c to r  in tern a lly  but looks to the M FA to safeguard  its  position  
e x tern a lly . Y e t, at p re se n t, a ll m ajor im porting cou n tries have a common 
quota fo r  handloom and m achine-m ade item s in im portant product ca te g o rie s .

49



India re co g n ise s  that th ere  is  d ifficu lty  of id en tifica tio n , and p o ssib ility  
of ab u se , fo r  c e r ta in  fa b r ic  types (such as cre p e ). But problem s of 
specify ing 'handmade' item s have been exaggerated  in ord er to ju stify  th e ir  
being brought under quota co n tro ls . Given some w illingness on the p art 
of im porters to tr e a t  th is as a hum anitarian issu e  (which would be helped 
by o rch estra ted  campaigning in the d cs) it should be p o ssib le  to obtain 
agreem ent to the establishm ent of a committee of tech n ica l experts under 
GATT which could sp ecify ;

(i) those handloom fa b r ic s  which can be c le a r ly  identified  from  m ill o r  
power item s,

(ii) those p ro c e s s e s  in garment assem bly which do not sig n ifican tly  
d e tract from  the c h a ra c te r  of a cottage industry,

(iii)  a system  of c e r t if ic a tio n , if  n e c e s s a ry  involving insp ection  by 
GATT - nominated o ff ic ia ls , which could guarantee that handloom 
item s a re  of fa b r ic s  agreed  under (i) and assem bled in p ro c e s se s  
defined under (ii) .

(8) Product C overage

104 . T h e re  may be attem pts within the next M FA to widen it to include 
s ilk  (which would, a f fe c t  T hailand , Ind ia, China and K o re a ), and fla x . A 

counter-m ove by Ides might be to try  to obtain the exclu sion  of some product 
c a te g o r ie s . One lin e of a ttack  is  to try  to exclude te x tile  products (though 
th e re  is  lit t le  chance dcs w ill accep t th is ) . The argum ents a re  se v e ra l.
F i r s t , ld cs r a r e ly  have a com parative advantage in te x tile s  p er se  which 
is  now a g en erally  m echanised p r o c e s s . As a consequence th e re  is  re la tiv e ly  
lit t le  d ire c t com petition in te x tile s . The one a re a  in which ld cs do have a 
su bstan tia l ro le  in  dc m arkets is  fo r  (mainly grey) cotton cloth  but it is  th is  
se c to r  which has been longest p ro tected  (under the LTA  as w ell as the M FA ) 
and those firm s which have not now succeeded in  adapting to meet com petition 
at w orld m arket p r ic e s  a re  never lik e ly  to . M o reo v er, cotton cloth does not 
th reaten  'upstream ' manmade fib re  p rod u cers who a re  a potent so u rce  of 
p ro tectio n ist p re s s u re . S e co n d , a policy  of lib e ra l a c c e s s  fo r  te x tile s  helps 
to in c re a s e  the effic ien cy  and red uce the co sts  of clothing production. It 
would help to com pensate the clothing industry fo r  lo ss  of p ro tection  implied 
in OP p rov ision .
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(9) Duration

1 0 5 . A fu rth er g en eral issu e  is  w hether a commitment should be made to 

to a 4/5 or 10 y e a r  agreem ent. The in stin ctiv e  re a c tio n  of ld cs w ill be to 
favour a short period  in o rd er to m aintain the polite fi ction that the MFA 
is  a  tem porary arrangem ent b efo re  fr e e  trad e  can be re s to re d .
C o n v erse ly , the U S and E E C  industry lob b ies favour a longer period  fo r 
's ta b ility ' with a m id-point review  (presum ably to tighten up the system , 
if  n e c e s s a ry ). What is  certa in ly  more im portant fo r  ld cs is  to in co rp o rate  
w ithin the arrangem ent a d e g ressiv e  c lau se  which commits s ig n a to rie s  to 
phasing out sp e c ific  r e s tr ic t io n s  by agreed  stag es over a fixed  period  of 

tim e.

(10) N egotiating M odalities

106 . The dc n eg otia to rs w ill approach the coming ta lk s  with two overrid ing 
o b je c tiv e s : one, to re a c h  agreem ent on an M FA  exten sio n ; tw o, to p re se rv e  
th e ir  ex istin g  freedom  to in terp re t the M FA  at v a ria n ce  with its  lib e ra l 
s p ir it . They could ach iev e th ese  o b je c t iv e s , e s se n tia lly , in  one of th ree  
w ays.

(a) to ren egotia te  the M FA  to in co rp o rate  new p rin cip les  (lik e a 's o c ia l  
c la u se ') ,n e w  p ro d u cts , repudiation of old undertakings (the commitment 

to minimum 6% r e a l  import growth under b i la te r a ls ) , and form al 
in corp oration  of 'rea so n a b le  d ep artu res ' (though i t  may be called  
something e l s e ) .

(b) to accep t the M FA  as it  stands but to seek  g re a te r  fle x ib ility  of 

actio n  through additional p ro to c o ls .

(c) to accep t the M FA  without 'rea so n a b le  departures* o r  other 
additional prov isions but to aim fo r  a tougher se t of b ila te ra l 
agreem ents next y e a r , widening the scope of r e s tr ic t iv e  m echanism s 
introduced under the E E C 's  la s t  se t of b ila te ra ls  o r  the U S  'ro llb a c k ' 

p ro v is io n s .

107. Of th ese  the EEC  ap p ears at p resen t to favour (a ), and the USA (b).
If one o r  both ta c t ic s  f a i l ,  (c) re p re s e n ts , fo r  them , an adequate fa llback  
p osition . F o r  the ld c s , the negotiations a re  lik e ly  to be defensive in 
c h a ra c te r  though p ossib ly  le s s  so than in 1977. It is  im portant however that 
ld cs a re  not le ft  defending a (none too sa tis fa c to ry ) status quo but a re  able to 
make p ositive demands. This could be divided into new p rin c ip le s  and tig h ter 
ru le s  to reg u late  ex istin g  p r in c ip le s . One new p rin cip le  which ld cs might
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w ish to con sid er is  a 'r e g r e s s iv ity ' c la u se . To en su re that tem p orary, 
em ergency , actio n  is  not allowed to become perm anent th e re  should be a 
commitment by sig n a to rie s  to b ila te ra l agreem ents to en su re that conditions 
of fle x ib ility , and grow th, should be eased  with each  su c ce ss iv e  y e a r  and from  
one agreem ent to another as p art of an agreed  programme of phasing out 
r e s tr ic t io n s . Seco n d ly , sm all (and new) su p p liers w ill want more ex p lic it 
p ro tectio n  than provided fo r at p re sen t. One p o ssib ility  is  a 'minimum v iab le  
production' c lau se fo r  sm all ex p o rters  (as w ell as im p o rters).

108. The main preoccupation  w ill, how ever, be with the sm all prin t of any 
amending p ro to co l. L d cs have se v e ra l points of co n cern  h e re , to s e e :

(a) Annex A defining 'm arketing d isruption ' o r  'r e a l  r is k  of m arket 
d isruption ' su bstan tia lly  c la r ifie d  (both fo r  u n ila tera l action  under 
A rtic le  3 and b ila te ra ls  under 4 ) .  The main ob jectiv e  is  to en su re  
that op eration s of the M FA  re ta in  the c le a r  intent that quotas should 
be to deal with p a rticu la r  c a s e s  of 'd isru p tion ' and should not be 
allowed to co v er 'cum ulative' d isrup tion .

(b) tig h ter ru les  (under Annex B )govem ing the minimum conditions of 
a c c e s s  under b ila te ra l agreem en ts, lim iting d ep artures in term s of 
f le x ib ility  and grow th.

(c) a tightening up of the 'minimum viable production' clause to preclude 
its  use on a d iscrim in atory  b a s is  again st ld c s .

(d) strengthening the pow ers and re sp o n sib ilit ie s  of the T S B  under 
A rtic le  11 so th at, fo r exam ple, m em bers should be requ ired  to do 
m ore than "endeavour to accep t (recom m endations) in fu ll"  (A rt 1 1 :7 ) ;  
should be req u ired  in  the co u rse  of annual rev iew s (A rt 1 1 :1 2 )  to 
show that the o rig in a l grounds fo r m arket d isruption a re  s t i l l  v a lid , 
should submit rep o rts  on adjustm ent m easu res (under A rtic le  1 0 :2 )  
which a re  c le a r ly  designed to promote the "p ro g re ssiv e  move into 
m ore viable lin es  of production" as envisaged in  A rtic le  1 : 4 .

(e) a c le a r e r  sp ecifica tio n  of A rtic le  8 c lau se 3 to en su re that quotas do 
not operate to disadvantage M FA  ex p o rte r  sig n ato ries  but guarantee 
them an in crea sin g  sh are  of o v e ra ll im ports in any country imposing 
the qu otas.
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P O S T S C R IP T  TO CH APTER V

S in ce  th is  paper w as w ritten  the European Com m ission's 
prop osals have been published,and they r e f le c t  the influence of the p rod u cer 
lo b b ies, notably C om itextil. The ce n tra l p rin c ip le s  a re  a) to m aintain as 
a "fundamental o b je ctiv e " the b ila te ra l agreem ents as the b a s is  of the M FA , 
b) to  r e s tr a in  'low c o st ' su p p liers on the b a sis  of 'cum ulative m arket 
d isru p tion ', c ) to cut import growth ra te s  to n e a re r  the E E C 's  m arket 
growth of 1% than the 6% provided fo r  in the M FA , d) d iscrim ination  
betw een m ore and le s s  developed (low co st) co u n trie s , e) d iscrim in ation  
between those w ealth ier Ides w illing to o ffer re c ip ro c ity  w ithin b ila te ra l 
agreem ents, f) re se rv a tio n  of p a rt of the quotas of some m ajor su p p liers for 
outward p ro ce ss in g , g) use of quotas to obtain improvement of a c c e s s  to 
the m arkets of the sta te  trading co u n trie s , h) cu tbacks in 'sw ing' by 
eliminating underutilised  quotas and elim ination of c a r r y  over and 'c a r r y  
forw ard' fa c il it ie s  in some b ila te r a ls , i) re ta in  exem ption for handloom and 
handicraft p rod ucts, j)  in crea se d  fle x ib ility  in 'burden sharing ' between 
member s ta te s .

Of th ese  recom m endations only i) and j)  a re  at a ll co n cilia to ry  to 
ldc in te r e s ts , the la tte r  for re a so n s  en tire ly  in tern al to the Community. 
T h ese a re , of co u rse , only Commission p rop osals and req u ire  to be 
approved by the Council of M in iste rs  b efo re  being adopted as a negotiating 
p osition . The ind ications a re  that se v e ra l member s ta te s  reg a rd  them a s , 
if  anything, inadequately r e s tr ic t iv e .  F o r  example the B r it is h  Government 
spokesman in a p arliam en tary  debate on 18 June s tre s s e d  that they would 
give high p rio r ity  to ensuring that national ra th e r  than Community quotas 
would be reta in ed  and that d evices maximising the scope for national 
p ro tectiv e  action  such as the 'b a sk et e x tra c to r ' would be strengthened .
At a Council of M in is te rs ' meeting on 25 June no agreem ent w as reach ed  on 
the Community's jo in t position  other than that the M FA should be extended 
on a tem porary b a s is  fo r five y e a r s . Germany, Denmark and Holland a re  
rep orted  as opposing the demand from B r ita in , F ra n c e  and Ita ly  for tougher 
m easu res.
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A PPEN D IX  I - HANDLOOM PRO D U C TS

( a ) M FA  Treatm ent of Handlooms and Hand-Made Item s

1. The M FA  c le a r ly  intended that hand-made products should be traded 
fr e e  from  r e s tr ic t io n s . The M FA  also  rep re sen te d  an improvement and 
c la r if ic a tio n  of the sp e c ia l treatm ent given under the previous LTA  which 
confined it s e lf  to handloom fa b r ic s . A rtic le  1 2 :3  s ta te s :

"T h is  A rrangem ent sh a ll not apply to developing country exp orts 
of handloom fa b r ic s  of the cottage in d u stry , or hand-made cottage 
industry products made of such handloom fa b r ic s ,  or to trad itio n al 
fo lk lo re  handicraft te x tile s  p ro d u cts, provided that such products a r e  
p rop erly  c e r t if ie d  under arrangem ents estab lish ed  betw een the 
im porting and exporting p articip atin g  cou n tries co n ce rn ed ".

2 . V ariou s problem s have however a r ise n  in in terp re tin g  handloom 
exemption in the variou s b ila te ra l agreem ents. The most se rio u s is  within 
the E E C . The Community accounts fo r  over 40% of the o v e rse a s  m arket fo r  
Indian handloom goods (the main so u rce ). In 1977 , a dispute a ro se  over 
Indian s h ir ts ,  b lou ses and sh ir ts  ce rtifie d  as ' handloom ', some of which w ere 
c le a r ly  not, but u tilised  power loom fa b r ic . A part from  ab u se , and c a r e le s s  
lice n sin g  p ro ced u res, th e re  w ere genuine d ifficu lties  in  id en tification . A 
m ission  of Community exp erts  led by Com m issioner Haverkamp to the 
subcontinent d eclared  i t s e lf  unable to accep t that th ere  was a su fficien tly  
c le a r  c at d istin ction  betw een handloom and powerloom fa b r ic s  fo r  the 
au th o rities to  be able to guarantee sa tisfacto ry  c e r tif ic a tio n . T h ere  was a 
sep ara te  (and v e ry  much le s s  convincing) complaint that the lim ited u se of 
foot operated  (sew ing) m achinery in garment assem bly fa c to r ie s  invalidated 
the handloom p rov ision .

3 . Follow ing u n ila tera l actio n  by the UK and F ra n c e  on Indian p rod u cts, 
the E E C  its e lf  institu ted  Community quotas in  A pril 1977 fo r  co n tro v ersia l 
item s (s k ir ts  and b lou ses) from  India and P ak istan  w hich, in e ffe c t , subsumed 
handloom and m achine-m ade products within the same quotas. The Indian 
government r e fe r r e d  the m atter to the T S B  on the grounds that the E E C 's  
actio n  breach ed  the exemption fo r  handloom item s, was e x ce ss iv e ly  
r e s tr ic t iv e  in re la tio n  to growth tren d s and cap acity  in sta lled  fo r the y e a r , 
and was u n ila tera lly  im posed, not b ila te ra lly  ag re ed , and export adm inistered . 
The T S B  upheld the Indian complaint arguing that the E E C 's  action  was 
'i l lo g ic a l and il le g a l '.  But the Community made no attempt to ob serv e the
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recom m endation and its  n egotiator d eclared  "no doubt India has a v ery  strong 

leg a l p osition . But fo r the Community it  is  not a leg a l situ ation . It  is  an 
unusual and n o n -ra tio n al situation a r is in g  out of the unemployment situ atio n "38.

4 .  In the second phase of the M F A , the Community sought to  re g u la r ise  
the situation through b ila te ra l agreem en ts. Quotas w ere introduced fo r 
Indian d re s s e s  and sh ir ts  (and s k ir ts  fo r  P ak istan ) in co rp o ratin g  handloom 
item s. In addition the b ila te ra l agreem ents sought to rem ove the elem ents 
of ambiguity in  the definition of handlooms which ex isted  in  the f i r s t  se t of 
agreem ents (for those item s fo r  which c e rtifie d  products w ere s t i l l  exem pted); ie ,

(a) m ore rigorou s definition of hand-w orking to em brace m aking-up 
o p e ra tio n s. H ith erto , ce r tif ic a tio n  was designed to ensure that it  
was the th ree prim ary actio n s of weaving -  p icking , beating and 
shedding -  which should be provided by hands o r  fee t without p ow er. 
M ade-up item s and fo lk lo ric  item s w ere included in  the exem ption.
The definition has been narrow ed down to one requ irin g  that garm ents 
and other products should be made by hand, denying the use of hand 
o r  foot operated m ach in es. An exemption w as made of S r i  Lankan 
b a tik s .

(b) se v e ra l co u n tries w ere excluded a lto g eth er from hand made product 
exemption (including Egypt, B r a z il  and G uatem ala).

(c) the p rotoco ls of many of the b ila te ra l agreem ents (other than India) 
envisaged consu ltations "with a view to finding a quantitative 
solu tion" -  should exempted products "cau se  d iffic u ltie s "  to the E E C .

5 . A sim ilar combination of quota r e s t r a in t s , m ore r e s tr ic t iv e  definitions 
and exclu sion s have been introduced in o ther im porting co u n trie s . The U SA  
introduced , and India accep ted , re s tr a in ts  in 1976 but th is  was an em ergency 
m easure and subsequently withdrawn. Im position and withdrawal had a g reat 
deal to  do with fashion  demand. Quotas w ere withdrawn in  m id -1977 a fter  
evidence that the upsurge in demand fo r  In d ia 's  handloom item s, exp erienced  
in the Sp rin g  and Summer of 1976 , had fa llen  away; quotas w ere in  fact 
su bstan tia lly  u nderu tilised . T h ere  w ere how ever, subsequently , fu rth er 
r e s tr ic t io n s  which make handloom and machine made goods su b ject to the 
same quota and a m ore r e s tr ic t iv e  definition of exemption products ("value 
added to a p a rticu la r  handloom item  by hand that i s ,  in the c a se  of garm ents, 
h an d -stitch in g  and a ll other such lik e  p ro c e s s e s  should be done by hand").
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T h ere  a re  defacto co n tro ls on handloom item s as p art of quotas on garm ents 

in Canada and in  other im porting co u n tries . T here have been problem s with 
p a rticu la r ly  r e s tr ic t iv e  definitions of handloom item s in the N ordic cou n tries 
and th ese  a re  a lso  the only cou n tries which impose sig n ifican t trad e b a r r ie r s  
on fa b r ic s  (ta r iffs  on coloured item s) and non-garm ent made ups (quotas fo r  
bedlinens and tow els).

6 . As fo r  the fu tu re , the a c c e s s  position  of handloom products could be 
th reaten ed  by variou s developments which extend the m easu res alread y 
introduced:

(a) cutbacks in the quotas fo r 'm ixed' ca te g o rie s  covering handloom 
and machine made ite m s. C om itextil in  the E E C  argue that they are 
p resen tly  "artific ia lly  h ig h ",

(b) extension  of existing  quotas to more item s and m ore importing and 
exporting co u n tr ie s ,

(c) attem pts to tighten the conditions fo r cu rre n tly  exempted ite m s . 
F o r  exam ple, 'fo lk lo re ' item s, which have hitherto  presented  few 
problem s, a re  now being put under much c lo s e r  scru tin y  and in the 
UK shipments of such 'Indian item s’ as K u rta s , and g a ra ra s  have 
been refused  adm ission outside qu otas. Even cou n tries such as 

Finland define fo lk lo ric  item s tightly (to exclude zip fa s te n e rs
fo r  exam ple).

7 . So  fa r  the Indian au th o rities have tr ie d  to p ro tect the p osition  of 
handloom w eavers by guaranteeing them a fixed  sh are  of the 'm ixed' quotas 
(66 2/3% fo r the U S and 50% fo r other co u n trie s , including the E E C ). This 
system  has not been easy  to op erate  s in ce  fashion  a ffe c ts  the re la tiv e  
demand of power and handloom items and that fo r  handlooms is  cu rren tly  
in su fficien t to f i l l  the quota a llo ca tio n . Thus unused handloom quota has 
had to be sw itched in the la s t  few months of the y e a r . T h ere  is  a lso  a 
problem  of 'crow ding out' of handlooms by powerlooms fo r  th ese  fa b r ic s  
w here c e r t if ic a tio n  by the au th o rities is  im perfect and w here power loom 
items can be p assed  off as handmade. At the time of w riting however the 
balan ce was sh ifting back tow ards handlooms.

(b )  The Im portance of Handloom E xp o rts

8 . The re s tr ic t io n s  potentially  affected  a v a rie ty  of countries which have
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a trad ition  of handweaving (M exico , Guatemala) o r handprinting, or with 

B atik s (Ind onesia, M a la y sia , S r i  Lanka). But they fa ll with g re a te st 

se v e rity  on India (and to a le s s e r  extent P ak istan ) which have a su ffic ien tly  
la rg e  handweaving se c to r  to be able to produce su bstan tia l volumes of 
fa b r ic  fo r making up by the garment e x p o rte rs .

9 . The cu rren t sig n ifican ce of handloom exp orts fo r  the Indian economy 
can be d escrib ed  in se v e ra l w ays. F i r s t , handloom goods provide a useful 
so u rce  of export earn in g s. The follow ing fig u res give a rough breakdown 
(given that the boundary betw een handloom/powerloom item s is  a murky one).

1977/78 1978/79 1979/80

A. Handloom te x tile s  exp o rts: 2 .5 8
(b n . R s . )  

3 .0 3 2 .8 8
of which (fa b r ics 0 . 82 0 .6 3

cotton (made-ups 0 .3 5 0 .2 9 0 .2 6
(garm ents 1 .0 9 1 .6 9 1 .5 1

silk  item s 0 . 32 0 .4 0 0 .4 7
other item s 0 .0 1 0 .0 2 n. a .

B . T otal te x tile  and clothing
(cotton and silk ) 4 .8 4 6 .7 2 7 .7 3

C . T otal exports 5 4 .0 8 5 7 .2 6 6 4 .2 7

S o u r c e : Monthly S ta t is t ic s  of F o re ig n  T ra d e , fo r  O v era ll F ig u re s . 
H E P C , fo r  handlooms.
1979/80 data p ro v isio n al.

10. The contribution of the handloom se c to r  (of approxim ately 5% in th ese  
two y e a rs )  is  however ra th e r  u nderstated  by the fig u re s . The import content 
of exports is  v e ry  low (in co n tra st with im portant exp orts such as engineering 
goods and cut-diam onds). T h ere  is  lit t le  opportunity co st in term s of other 
trad eab le  item s (as is  the c a se  with m ajor cash  cro p s).

11. Seco n d , and more im portant,there is  employment. To get some 
ap p reciation  of rough o rd e rs  of magnitude we need estim ates of the sh are  of 
exp orts in handloom production and of to ta l handloom employment. R s . 11 bn 
of goods was produced by the handloom se c to r  in  1978/79 and around R s .3  bn 
exported . But the garm ents component (R s . 1 .7  bn) has only a 70% fa b ric  
content. On th is b a s is  exports contribute 22% of production by value though 
th is is  alm ost ce rta in ly  an over estim ation sin ce  values of exports a re  g re a te r  
than of goods m arketed d om estically . In p r a c t ic e , 15 to 18% of production is  
probably exp orted , in term s of volume. T h ere  a re  cu rren tly  somewhere 
between 3 to 4  m illion looms - probably 3 .8  mn - though 1979/80 output fig u re s 
suggest that the equivalent of only 2 .2m n a re  op eration al 300 days p er annum.
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The governm ent's own estim ates a re  that each  loom provides the equivalent 
of fu ll time (300 days a y e a r) employment of 2 .4  p erso n s p er loom. T hu s, 
th e re  is  the equivalent of 5 .3m n  jobs of which perhaps 9 0 0 ,0 0 0  fo r  ex p o rts .
In fa c t  the situation  is  a g reat deal m e s s ie r . Many looms work fo r only p art 
of the y e a r  and th e re  a re  ra th e r  more a n c illa ry  fam ily w o rk ers than those 
indicated by the th e o re tic a l co e ffic ie n ts . Thus the number of people dependent 
on handloom exp orts fo r  th e ir  livelihood could be n e a re r  to 1.5nm . In v ery  
few c a s e s  a re  th e re  opportunity co sts  in term s of labour in other a c tiv itie s .
At the m argin the investm ent req u ired  p er additional job  is  c lo se  to zero  s in ce  
th ere  is  so much sp are  cap acity . Even w here investm ent is  involved, the 
av erage cap ita l p er w orker is  cu rre n tly  around R s . 150 as again st R s . 1 4 ,0 0 0  
in the m ill se c to r  and su bstan tia lly  m ore in much of the modern s e c to r .

12 . The b en efits in term s of employment and fo re ig n  exchange a re  alm ost 
en tire ly  of re c e n t o rig in  and a re  so fa r  under-developed, with only a 
narrow  range of item s so fa r  produced fo r  w orld m arkets. In 1979/71, the 
value of handloom exp orts was under 10% of the la te  1970s: exp orts of 
handloom garm ents w ere n eg lig ib le  and volumes of handloom fa b r ic s  
perhaps a q u a rte r , in  volum e, of todays -  m ostly fo r  A fr ica  and S .  E . A sia . 
Given some indication  th e re fo re  of the p otential as w ell as the actu al le v e ls  
of employment and earnings it is  u n su rp risin g  that high p rio r ity  is  given 
to m aximising s a le s . M arket a c c e s s  b a r r ie r s  a re  one m ajor constrain ing  
fa c to r  when 80% of sa le s  a re  to  Europe and the U SA ; 40% to the EEC  (of 

which 70% a re  garm ents); 25% to the U SA  (of which 63% a re  garm ents).

( c ) N egotiating a Way Forw ard

13. The main appeal in negotiating b e tte r  treatm ent fo r  handlooms is  bound 
to be a hum anitarian one sin ce  u n restra in ed  com petition between machine 
made and handmade fa b r ic  item s is  lik e ly  to be at the expense of the la tte r  
fo r  a ll except a lim ited range of com plex fa b r ic  designs and sp e c ia litie s  
which the handloom w eaver can produce m ore cheaply . W hile the p rin cip le  
of u n restra in ed  im ports may seem  th reaten in g  to import competing in d u stries 
the p o ten tia l, le t alone the a c tu a l, exp orts of the handloom se cto r  in world 
trad e a re  n eg lig ib le  in  re la tio n  to  the to ta l and it  re q u ire s  only a lit t le  
ingenuity and co n cern  to devise means of accommodating them.

14. Im porting cou n tries have, how ever, a p e rfe c tly  legitim ate in te re s t  
(mingled in p ra c tic e  with cru d er p ro tectio n ist sentim ents) to en su re that 
the system  is  not abused as it  undoubtedly was in  1976/77 as a backdoor
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method of im porting m achine-m ade quota item s. T h e re  a re  e sse n tia lly  th ree  

d ifferen t le v e ls  at which problem s of management a r is e ;

(i) id en tification  of fa b r ic : fo r  some fa b r ic s  when made-up into 
garm ents (and some oth er item s) it  is  extrem ely  d ifficu lt to d ifferen tia te  
the w eaves. The d iagnostic hand-weave c h a r a c te r is t ic s  -  tem p leholes, 
uneven p ick in g , b a rs  -  a r e  c le a r ly  d etectab le  in  p ie ce  clo th  and in item s 
made of ce rta in  kinds of fa b r ic s ,  notably th ose c h a ra c te r is e d  by high 
d ensity . M o reo v er, fa b r ic s  with many colour changes and check 
designs a re  not made on m achines. On the other hand, ch eeseclo th  and 
crep e  item s a re  genuinely d ifficu lt to d iffere n tia te . I f  the T S B  could, 
with exp ert ad v ice , identify a standard l is t  of th ose products fo r  which 
problem s of id en tification  do not a r is e  th is  could g rea tly  improve the 
p resen t in d iscrim in atory  approach of the main b ila te ra l agreem ents.

(ii) garm ents m anufacture: although it  is  a side iss u e  from  the question 
of quota ab u se, im porting cou n tries have tr ie d  to impose stringent 
conditions on the u se o f, even , sim ple pedal operated sew ing m achines 
in garm ents assem bly. T h is is  ab su rd , sin ce  the nature of the fin a l 
assem bly stage does not d e tract from  the handloom c h a ra c te r  of the 
te x tile  p ro c e s s  which actu ally  g en erates the r u ra l  employment. (No 
doubt it could be argued , taking the argument to its  lo g ica l conclusion 
that handlooms should u se only handspun, not (as now) m ill cotton , o r  
be tran sp o rted  from  A sia  by mule in stea d , of by a ir  and ship).
N onetheless one can imagine the co n cern  if  handloom garm ents w ere 
made (to take an extrem e example) by la s e r  con tro lled  cutting m achines.
One way of dealing with th is  la rg e ly  a r t i f ic ia l  problem  is  fo r  the T S B ,
as in (i) to comp ile a  l i s t  of garm ents p ro c e s s e s  which might be incom patible 
with its  'co ttag e  industry' c h a ra c te r .

( iii)  fo lk lo r ic  item s: although not yet a se rio u s is s u e , the re ce n t behaviour 
of EEC  governm ents su ggests that th e re  may be mounting problem s over 
c la ss ific a tio n . The same b a s ic  approach as adopted in (i) and (ii) might 
help re so lv e  such p rob lem s.

15. In re tu rn  fo r dcs accep tin g  that handloom products be given genuinely 
u n re str ic te d  a c c e s s  su b ject to a m u ltila tera lly  defined sp ecifica tio n  of 
c e r tif ia b le  products and p ro c e s s e s  the ex p o rters  could, in  tu rn , o ffer  the 
re c ip ro c a l co n cessio n  of insp ection  rig h ts  to nominated o ff ic ia ls  in ord er 
to en su re that abuse does not o ccu r.
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A PPEN D IX  II - A D JU STM EN T P O L IC IE S

1. T h ere  a re  e sse n tia lly  th re e  schem es fo r  which tra d e  re la te d  adjustm ent 
a s s is ta n c e  is  on o ffe r . The United S ta te s  provides fo r  'adjustm ent 
a s s is ta n c e ' under the 1974 T rad e A ct. T ech n ica l o r fin an cia l a ss is ta n c e  
is  provided to firm s in in d u stries w here im ports have "contributed  im portantly" 
to reduced s a le s . The stated  ob jectiv e  is  to fa c ilita te  the o rd e rly  tra n s fe r  
of re s o u rc e s  to a ltern ativ e  u ses but th e r e  is  no mechanism to ensure that 
a s s is ta n c e  is  so d ire c te d , ra th e r  than to r e l ie f  actio n . O ther U S m e a su re s , 
to supplement the incom es of redundant w o rk ers and to help job  s e a rc h , tra in in g  
and re lo ca tio n  do a s s is t  w o rk ers leaving the industry . The 1979 W hite P a p er 
(which led to in ten sified  'an ti su rge ' m easures against ldc im ports) provided 
fo r m easures to step up adjustm ent a ss is ta n ce  much of it designed to r a is e  
productivity and to get a s s is te d  firm s involved in an export d riv e . The U S 
government includes among the objectives of th ese  industry policy  m easu res 
"to  improve the v iab ility  of cu rren t lin es of p ro tectio n " as w ell as to 
d iv ersify  (with the re la tiv e  weight of th ese  o b je ctiv e s  le ft u n cle a r). One 
c r it ic a l  ap p ra isa l of the U S schem e - w hile acknowledging its  ambition - 
concluded that it was "flaw ed in conception and execu tion , as is  c le a r

39from the fa ilu re  to s t i l l  the r is in g  chorus of p ro tectio n ism ".39

2. The Canadian T ex tile  P o lic y , introduced in 1970 , p ro v id es, under 
the G eneral Adjustment A ssista n ce  Program m e, fo r  help to firm s fo r  r e s tr u c ­

turing out of ex istin g  l in e s , fo r  payments to w o rk ers whose jo bs 
a re  a ffected  by import com petition, and fo r re s tru c tu r in g . The Canadian 
au th o rities have sponsored an "upgrading of production and the vacation  
of low p r ic e  c a te g o r ie s " ; indeed it  is  one of the conditions fo r  recommending 
p ro tectio n  in  en q u iries held by the T e x tile  and Clothing B oard  that s e c to rs  
should submit plans fo r  such re s tru c tu rin g . But se v e ra l of the so u rces of 
sp e c ia l in cen tiv es to the industry - F e d e ra l aid fo r  productivity a ss is ta n ce  
and reg io n al a s s is ta n c e  - a r e  not focu ssed  in th is way. The Board  
m oreover has no executive power and is  in crea sin g ly  c r it ic is e d  as leaning 
to the industry lobby. As in  the U SA  the main em phasis of industry p olicy  
is  now on helping firm s to compete in tern ation ally  and becom e 'm ore v iab le ' 
without, n e c e s s a r ily , any 'p o sitiv e ' adjustm ent. F in a lly , the Dutch 
programme of 'adjustm ent a s s is ta n c e ' has a ttra c ted  a good deal of in te re s t 
not le a s t  becau se it was co n cern ed , to a much g re a te r  degree than the o th e rs , 
with ld cs and with an in terv en tio n ist form  of com prehensive stru ctu rin g .
The schem e is  however now consid ered  to have been a fa ilu re  having 
d isbu rsed  only 5% of its  sm all ($85m n) budget in the f i r s t  four y e a r s .
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The em phasis in  Holland has sh ifted  to stra igh tforw ard  a s s is ta n c e  to the 

te x tile  industry to make it more com petitive, and to p ro tectio n .

3 . S p e c ia l re fe re n c e  needs to be made to the UK which has perhaps 
the most exp erien ce  of se c to ra l adjustm ent program m es in the te x tile s  
in d u stry , aimed at ra tio n a lis in g  and m odernising a se c to r  of the economy 
with problem s of declin ing in tern ation al com p etitiveness. The UK governme 
notes that " it  is  not p o ssib le  to d istinguish  between m easu res to improve 
v iab ility  of ex istin g  lin es of te x tile  production and th ose designed to 
encourage a move into more v iab le  lin es of p rod u ction ".4 0  Both o b je c tiv e s  
have been involved. The Cotton Industry A ct (1959) set out to re -eq u ip  
and re o rg a n ise  the industry with an ambitious programme of scrapping 
cap acity , encouraging redundancy, promoting company m erg ers and 
re-equ ip p ing  rem aining firm s . C aro lin e  M iles  noted that "th e Act fa iled
to achieve its  stated  o b jectiv es of re s to r in g  the indu stry ’ s com petitive
position  o r its  p ro fitab ility  and the p re ssu re  fo r import co n tro ls  w as.............
in ten sified "4 1  It is  too e a r ly  to judge subsequent schem es fo r  w oollens
and clothing (and the government in power now has a d ifferen t outlook to
in d u stria l in tervention  from  the one which introduced them) but they had
a sim ilar mix of o b je ctiv e s  and p o lic ie s  of which K eesing  and W olf
concluded: "the aim has never been simply to com pensate those leaving
the industry o r con tractin g  th e ir  output, while giving the m arket the ro le
of determ ining what production and in d u stria l stru ctu re  would be v iab le .
On the co n trary  the aim was to c re a te  a fin an cia lly  v iab le  industry in  sp ite
of the fa c t that it was u n clear whether a p ro fitab le  industry could be createc
without perm anent p ro te c tio n ".42

4 . S e v e ra l oth er cou n tries - F r a n c e , Belgium , have a lso  had p o lic ie s  
which a re  concerned  - in a not d issim ilar way - with te x tile  industry 
re s tru c tu rin g . Belgium , which u ntil re ce n tly  had a modest programme of 
scrapping and re-equ ip m en t, is  cu rre n tly  con sid erin g  a 're s tru c tu rin g ' 
plan to co st B F r .3 5  bn ($ 2  bn) which has amongst its  objectives the 
p re serv a tio n  of employment at the lev e l of 1 0 0 ,0 0 0  w o rk e rs ; T his kind
of 're s tru c tu r in g ' and 'adjustm ent a s s is ta n c e ' appeals con sid erably  to 
te x tile  firm s and unions, not only in  Belgium .

5 . T h ere  is  another group of in d u stria l countries which have tr ie d  as 
fa r  as p o ssib le  to avoid being drawn into sp e c ific  s e c to r a l ,  'ad ju stm en t', 
program m es. T h ese include Germany - though th ere  a re  su bstantial
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su bsid ies from  Land governm ents, and reg io n al grants to te x tile  firm s - 

Denmark and Sw itzerlan d . By and la rg e  th ese  a re  a lso  the cou n tries whose 
governm ents act as lib e ra lis in g  fo rc e  in an M FA  context. T h ere  is  a lso  the 
sp e c ia l ca se  of Japan which does not m aintain import quotas (though import 
penetration le v e ls  a re  low by OECD standards) and which has had an activ e 
in d u stria l re s tru c tu rin g  policy  designed to be 'p o sitiv e ' in the sen se  used 
abov e.

C onclusion

6 . In g e n e ra l, industry  sp e c ific  adjustm ent a ss is ta n c e  program m es have 
not been stron g o r  c le a r ly  focu ssed  enough to head off p ro tectio n ist p re s s u re . 
W here they have been stron g in  p rin cip le  and c le a r ly  focu ssed  (as in Holland) 
they have not been taken up by firm s. It is  perhaps tru e  a lso  that sp e c ific  
program m es have generated  b e lie fs  in the industry that the government 
can 's a v e ' i t .  The em phasis within such program m es h a s , seem ingly 
in ev itab ly , shifted  tow ards p re serv in g  the branch  or industry and tow ards 
re-equ ip p in g  firm s whose new investm ents then have had to be p rotected  
fro m 'lo w  c o s t ' competition.
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Table 1 - W orld T ex tile  and Clothing E xports

Value (b n .$ ,  f . o . b . ) 1955 1963 1973 1975 1977 1978 1979

M anufactures ( 1) 4 9 .0 8 1 .0 347 .0 501 .0 64 8 .0 788 .0 94 1 .0
T extiles  and clothing (2) 5 .5 9 .2 3 6 .0 4 3 .5 5 7 .6 6 9 .2 83 .7

T extiles (3) 4 .7 7 .0 2 3 .4 2 9 .6 3 4 .0 4 0 .7 4 8 .8
Clothing (4) 0 .8 2 .2 12 .6 16.7 23 .6 2 8 .5 3 4 .9

T extile  fib res (5) 5 .3 6 .1 11 .6 1 0 .2 1 3 .6 1 5 .3 n .a
2 + 1 (%) 11 .2 11 .3 1 0 .4 8 .7 8 .8 8 .9 8 .9

(2  + 5) + 1 (%) 22 .0 18.8 13 .7 10 .7 11 .0 10 .7 n .a

S o u rce ; GATT N etworks of International T ra d e .
N ote; M anufactures are SITC 5 to 8 minus 68; 

T extiles are SITC 65;
C lothing is  SITC 84;
F ibres are SITC 26.

Table 2 -  Trade in T extiles  and Clothing as a Share o f W orld  Trade (1979)

Value (b n ,$ ) W orld
Exports

DC
E xports

DC
Imports

E xports 
LDC (non o il) 

(1978)
DC to LDC 

LDCCnon oil) to DC
Total 1 ,6 2 5 .0 1 ,0 3 5 .0 1 ,0 8 8 .0 159 .6 151 .0 13 2 .0

Commodities le s s  fuel 331 .5 190 .3 231 .8 6 9 .3 2 3 .2 5 6 .8
Fuel 323 .5 59 .7 243 .9 2 3 .2 2 .8 2 3 .2
M anufactures 941 .0 768 .0 599 .3 63 .9 120 .8 5 1 .0

T extiles  and clothing 83 .7 5 2 .3 5 9 .8 1 8 .5 5 .5 1 5 .2
T extiles  and clothing as 

% o f; 
total 5 .1 5 .1 5 .5

(1978)
1 1 .6 3 .6 1 1 .5

non fuel 6 .4 5 .4 7 .1 1 3 .6 3 .7 1 4 .0
manufacture s 8 .9 6 .8 1 0 .0 29 .0 4 .6 2 9 .8

S o u r c e ; GATT International Trade 1 979 /8 0 .
N ote ; D eveloped countries (DCs) include Southern European countries including T urkey,

Y ugoslavia  and M alta but not C y p ru s, and exclude A u stra lia , New Zealand and S . A fr ica .

Table 3 -  S h are  o f  LDCs in W orld Trade in T extiles and Clothing

Value (%) 1955 1965 1975 1976 1977 1978 1979
LDC share of w orld exports 
LDC share of DC im ports

1 3 .4
1 0 .2

1 7 .2
1 5 .8

2 2 .8
21 .7

2 6 .8
2 6 .8

2 5 .8
25 .6

26.1
26.1

n .a
2 5 .4

S o u rce ; G A T T .
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Table 4 -  Share o f  Imports by V arious Suppliers (%)

(i)  A ll D .C . M em bers (E xcluding intra EEC trade)

1973 1976

T extiles

1977 1978 1979

1st
half
1980 1973 1976

C loth ing  

1977 1978 1979

1st
half
1980

DCs 60 56 56 55 54 54 31 24 25 24 24 24
LDCs o f w hich 35 38 38 39 40 40 64 71 69 70 69 69
MEA members 

E astern  A rea
20 23 23 23 24 23 47 54 51 51 50 47

of which 6 6 6 6 6 7 6 5 5 5 6 7
MF A members 2 2 2 2 2 2 4 3 3 3 3 3

(ii)  The EEC (E xcluding intra EEC trade)

DCs 39 37 37 38 39 n. a. 15 12 13 13 13 n. a.
LDCs o f w hich 54 55 56 55 54 n. a. 74 79 78 78 78 n. a.

M FA members 25 31 31 28 29 n. a. 56 59 56 54 53 n. a.
E astern  A rea 8 7 7 7 7 n .a . 11 9 9 9 8 n .a .

(i ii )  The U SA

DCs 67 54 57 57 52 n. a. 27 16 16 15 12 n. a.
LDCs o f w hich 31 43 40 39 44 n. a. 73 83 82 83 84 n. a.
M FA members 25 34 32 31 35 n. a. 53 63 62 63 64 n. a.

E astern  A rea 1 4 3 4 4 n. a. 20 19 20 20 20 n. a.

(iv) Canada

DCs 84 83 84 82 82 n. a. 44 31 34 30 28 n. a.
LDCs of which 11 12 12 13 12 n. a. 50 62 59 64 61 n. a.
M FA members 9 9 9 9 9 n. a. 33 46 42 43 42 n. a.

Eastern  A rea 5 5 4 5 6 n. a. 7 7 6 6 10 n. a.

S o u rce s : G A T T ; Demand, P roduction  and Trade in T extiles and Clothing since 1973
(C o m  / t e x  /w /8 4 . ).

Note: DCs exclude S . E urope (including Spain, G reece  and P ortu gal). Eastern A rea
includes China but excludes Romania and Y ugoslavia . LDCs are the rem ainder.

68



Table 5 -  Import Increm ents, Developed Country M em bers of the MFA

1973-76
$bn. Share (%)

1976-79
$bn. Share (%)

T extiles
Total 1 .77 100 6 .3 4 100

DCs (excluding intra EEC) 0.76 43 3 .1 5 50
LDCs (m em bers) 0 .64 36 1 .5 4 24

(non mem bers) 0 .2 4 14 1 .15 18
E . A rea (m em bers) 0 .0 4 2 0.10 2

(non members) 0 .0 9 5 0 .3 6 6

Clothing
Total 4 .7 7 100 7 .6 4 100

DCs (excluding intra EEC) 0 .7 5 16 1 .92 25
LDCs (m embers) 2 .9 8 62 3 .31 43

(non members) 0 .8 2 17 1 .74 23
E . A rea  (m em bers) 0.16 3 0.28 4

(non members) 0 .7 7 1 0 .3 4 4

S o u r c e : GATT S tatistics on T extiles and Clothing (C O M /T E X / W /7 6 ). 
N ote ; As in Table 4 .

Table 6 -  Growth in Textile and Clothing Imports into D eveloped Country M embers
at Constant P r ic e s  ($  bn: 1973 p r ic e s )

%
 Annual 

A ll Growth
LDC

members

%
Annual
Growth

DC
members

%
Annual
Growth

%
 Annual 

° thers Growth

1973
1974

13 .6
14 .2  4 .4 )

4 ,4
4 .6  4 .3 )

6.0
6 .1  1 .7 )

3 .2
3 .5  9 .4 )  

1975 14 .0  - 1 . 4 )  7 .9 4 .9 6 .5 )1 2 .4 5 .8 - 4 .9 )  2 .9 3 .3  -5 .8 )1 0 .3
1976 16.9  2 0 .7 ) 6 .2 2 6 .5 ) 6 .5 1 2 .0 ) 4 .2  2 7 .2 )
1977 16 .9  -  ) 6 .3 1. 6) 6 .9 6. 1) 3 .7  -1 1 .9 )
1978 18 .4  8. 8) 6.6 6 .7 6. 3 ) 5 .1 7 .0 1 .4 )  5 .8 4.7 2 7 .0 )1 0 .9
1979 20 .4  1 0 .9 ) 7 .2 7 .5 ) 7 .7 10. 0 ) 5 .5  17. 0)

1979 ( 1st half)
1980 ( 1st half)

(2 0 .4 )
(21. 8) (5 .9 )

( 7 . 1 )   
(7 .5 )  ( 7. 0)

( 7 .8)
(8.1 ( 3. 8) (5 .5 )  (1 0 .9 )(6.1)

S o u r c e : Approxim ations based on GATT estim ates (COM /T E X /W /8 4 ).
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Table 7 -  Volumes, and Volume Changes, of Imports to the EE C  (19 7 6 -7 9 )

MFA G roups A ll M FA Group I Group II Group III Group IV Group V
C o u n t r ie s products items items items items items

(1) A verage Annual Change, 1976-79 %

A ll extra -E E C 5 .7 2 .4 3 .8 16 .8 0.0 12.4
Countries co v e red  by 2 .4 0 .8 1 .9 14.1 0.4 4.2

b ila tera ls
LDCs 4 .0 1 .9 5 .5 1 5 .3 0.7 2.5
E. Europe 0 .3 0 .0 9 .4 4 .6 0.7 4.3
M editerraneans 7 .9 4 .6 8 .1 2 1 .2 4.9 3 8 .0
Lomé 8 .8 4 .7 9 5 .2 3 3 .3 16.7 -

(2) '000 tonnes in 1979
Extra EEC 1697 836 280 405 75 102
Countries cov e red  by 697 390 146 99 45 20

b ila tera ls
LDCs 667 389 123 101 40 14
E. Europe 176 60 44 42 10 18
M editerraneans 447 274 63 72 22 17
Lomé 20 16 3 0 .4 0.3 -

S o u rce s : EEC Com m ission.

Table 8 -  U SA Imports of T extile  P rodu cts by S ou rces , 1971-79
(mn . equivalent sq . yards)

O rigin  o f Total

Year Clothing A ll H. K on g /K orea /T a iw an L. A m erica Other LDC

1971 2098 5951 1762 293 383
1972 2226 6236 1810 369 559
1973 2090 5125 1523 453 635
1974 1937 4410 1475 422 571
1975 2070 3828 1599 362 432
1976 a 2578 5138 2134 463 708
1977 2466 4977 1978 418 552
1978 2905 5740 2247 605 776
1979 2671 4648 1930 512 872

Annual Growth 
1971-78 4 .8 - 0 .5 3 .5 1 0 .9 10 .5
1971-79 2 .7 - 3 .0 1 .1 7 .2 9 .8

S o u r c e ; D. K eesing & M. W olf T extile  Quotas Against Developing C ountries. 
N ote ; a Changes of m inor kind in con v ers ion  factor
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Table 9 - Growth of Imports of Industrial C ountries of T extiles  and
Clothing from  D eveloping Countries

Growth of rea l purchasing pow er (% p .a . )

1973-76 1976-78

T extiles
Clothing
Total

7 .2  4 .6  
2 0 .9  4 .8  
14.1  4 .8

S o u r c e : K eesing and W olf.
N ote: Real purchasing pow er ca lcu lated

using UN index fo r  exports of 
m anufactures from  developed m arket- 
orientated econom ies.

Table 10 - Net Balance of T ra d e ; D eveloped Country M FA M em bers
with D eveloping C ountries

1973 1977 1979

All D eveloped M FA M embers ( bn. $ )
T ex tiles
Clothing

+ 1 .14  
-3 .2 8

+2.05
-7 .0 5

+1.23
-1 1 .0 5

Total -2 .1 4 -5 .0 0 -9 .8 2
EEC

T extiles
Clothing

0 .2 3
-1 .2 9

+ 0 .02
-3 .0 7

-0 .7 7
-5 .1 5

Total -1 .0 6 -3 .0 5 -5 .9 2
USA

T extiles
Clothing

-0 .0 5
-1 .2 6 -2 .6 9

+0.23
-3 .9 1

Total -1 .3 1 -2 .6 9 -3 .6 8
Canada

T extiles
Clothing

-0 .0 6
-0 .1 5

-0 .0 9
-0 .3 3

-0 .1 2  
-0 .4 1

Total -0 .2 1 -0 .4 2 -0 .5 3
Japan

T extiles  
Clothing

+ 1 .34
-0 .2 0

+3 .02
-0 .3 3

+2.38
-1 .2 1

Total + 1 .14 +2.69 +1.17

S o u rce : GATT S ta tistics  on T extiles  and Clothing.
N ote : If the balances are deflated by the p r ice  index o f developed

country manufactured exp orts , the resu lts  fo r  1977 and 1979 
are fo r  all developed M FA m em bers:

1977 1979
T extiles +2.44 + 1 .25
Clothing -4 .9 3 -6 .1 1
Total -2 .4 9 -4 .8 6
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Table 11 - Trade Balances of Developed Countries; 1973 and 1979 
(bri.US$; exports f.o.b. and imports c. i f .  except where noted)

1973 1979

Textiles
Exports Inports

Clothing
Exports Imports

Net
Balance Textiles

Exports Inports
Clothing 

Exports Inports

N it
Balance

E E C a 11.02 9 .05 4 .91 5.80 +1.08 22.26 21.43 12.81 17.73 -4 .0 9
Italy 1.53 0.91 1.30 0.19 +1.73 4.15 2.33 4.39 0.53 +5.68
Belg/Lux 1.69 1.01 0.57 0.56 +0.69 2.72c 1.75c 0 .80c 1.35c +0.42
Netherlands 1.29 1.10 0.41 .0 .8 6 -0 .2 6 2.19 2.09 0.78 2.71 -0 .8 3
France 1.69 1.40 1.04 0.59 +0.74 3.21 3 .84 2.02 2.19 -0 .8 0
W. Germany 3 .04 2.74 0.91 2.54 -1 .3 3 5.98 6.36 2.61 7.34 -5 .1 1
UK 1.45 1.26 0 .44 0.82 -0 .1 9 2.79 3.57 1.59 2.54 -1 .7 3

Finland 0.07 0 .26 0.21 0.06 -0 .0 4 0 .15 0.53 0.56 0.16 +0.02
Norway 0 .06 0.23 0 .03 0.20 -0 .3 4 0 .10 0.41 0 .06  . 0 .59 -0 .8 4
Sweden 0.19 0.51 0 .14 0.40 -0 .5 8 0.37 0.90 0 .26 1.14 -1 .4 1
Austria 0 .45 0 .48 0.16 0.20 -0 .0 7 0 .94 1.03 0.51 0.80 -0 .3 8
Switzerland 0 .64 0 .50 0 .12 0.50 -0 .2 4 1.39 0.99 0.32 1.25 -0 .5 3
USA b 1.22 1.58 0.29 2.17 -2 .2 4 3.18 2.11 0.96 5.73 -3 .7 0
Canada 0 .15 0.78 0 .12 0.33 -0 .8 4 0 .24 1.35 0.17 0.73 -1 .6 7
Japan 2.45 1.13 0.37 0.57 +1.12 4 .00 2.03 0 .35 1.80 +0.52
Australia 0 .04 0 .62 0.02 0.11 -0 .6 7  ' 0 .11 0 .99 0 .02 0.32 - 1.18
N . Zealand 0.03 0 .20 0 .00 0.01 - 0.18 0.08 0 .34 0.03 0.02 -0 .2 5

S ou rce : UN Commodity Trade Statistics.

Note: a Includes intra-EEC trade, 
b Imports f .o .b .  
c 1978.

Table 12 - Balance of Trade Between Developedk and Developing Market Economies

1975 1978

SITC 26 Textile fibres + 268
( $ mn)

+ 143
65 Textiles -1 ,274 -1 ,426
84 Clothing +3,395 +7,603
531/532 Dyes a - 600 - 674
717 Textiles Machinery a -2 ,561 -2 ,805

S ou rce : Compiled from UN Yearbook of Trade Statistics 1979.

N otes: a Approximations based on average of developed and
developing country trade balance with market economies 
as a whole.

b Developed market economies include G reece, Malta, Spain, 
South A frica , Yugoslavia, Israel and Portugal, but exclude 
Cyprus and Turkey.

+ = LDCs export surplus.
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Table 13 - Import Penetration Ratios (Imports Divided by Apparent Consumption, %)

1970 1973 1976 1977 (Change)
1970-77

EEC
CD Textiles

All 21.4 28.5 31.8 32.1 10.7
LDCs of which 3 .1 5 .1 6 .6 6 .8 3 .7

S . Europe 0 .5 0 .8 1.1 1.1 0 .6
DC s of which 17.9 22.9 24.5 24.5 6 .6

Internal EEC 14.6 18.7 19.5 19.4 4 .8
E. Bloc 0 .3 0 .5 0 .7 0 .7 0 .4

(2) Clothing
All 23.4 33.9 46.1 46 .7 23.3
LDCs of which 5 .2 11.2 19.0 19.0 13.8

S. Europe 1.6 4 .0 6 .0 9 .0 7 .4
DC s of which 17.2 20 .6 24.3 6 .2 -1 1 .0

Internal EEC 14.8 18.0 21.1 25.1 10.3
E. Bloc 1.9 2.1 2 .8 2 .6 0 .7

USA
(1) Textiles

5 .8— 5.9 5.1 4 .9 -0 .9
LDCs 1.3 1.6 2 .3 1.9 0 .6
DCs 4 .5 4 .2 2 .7 2 .9 -1 .6
E. Bloc - - - 0 .1 0 .1

(2) Clothing
8 .1All 4 .0 4 .3 7 .5 4 .1

LDCs 2.1 2 .9 6 .2 6.7 4 .6
DCs 1.9 1.3 1.2 1.3 -0 .6
E. Bloc - - 0 .1 0 .1 0 .1

Japan
(l5 Textiles

All 5 .4 11.0 9 .2 8 .8 3 .4
LDCs 3 .1 7 .5 5 .9 5 .4 2 .3
DCs 2 .3 3 .5 3 .3 3 .4 1.1

(2) Clothing
10.0 5 .6All 4 .4 9 .9 10.3

LDCs 3.1 8 .1 8 .4 7 .6 4 .5
DCs 1.3 1.8 1.9 2 .4 1.1

S ou rce ; W orld Bank Import Penetration P ro ject.

Table 14 - P er Capita Imports and Imports P er $1000 pf GNP 
(Textiles and Clothing) 1979 - US $

P er Capita Imports Imports per $1,000 of GNP
All sources LDCs All sources LDCs

USA 31.7 23.4 2.85 2.16
Canada 84.7 24.7 8.75 2.52
Japan 26.2 15.0 2.98 1.70
Australia 90.8 41.8 10.0 4 .62
New Zealand 112.5 45.1 18.70 7.51
West Germany 223.8 64.8 19.08 5.51
United Kingdom 109.4 32.8 18.89 5.67
France 113.5 25.1 11.41 2.53
Belgium/Lux. 303.4 25.8 27.68 2.35
Italy 50.3 9 .4 9.60 1.75
Denmark 272.5 52.0 22.86 4.38
Netherlands 342.8 53.4 33.63 5.05
Austria 230.4 25.8 26.70 2.99
Finland 140.6 20.8 16.92 2.42
Sweden 230.5 60.4 19.40 5.08
Switzerland 328.2 49 .2 23.01 3.45

S ou rce : Imports from OECD Trade by Commodities B & C Series 1979.
Population and GNP from 1980 W orld Bank Atlas.

Note: SITC includes non-MFA items. 73
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Table 16 -  Commonwealth Supplying Countries .Affected by Quotas in Developed MFA Members

E xp o r te r s

Im p orters
Hong
Kong India S in g ap ore M alay sia S r i  Lanka M au ritiu s M alta

E E C

Import V a lu e d 979) 
te x t ile  & clothing $m 1 ,9 5 5 781 166 122 41 74 183

%  of im ports 1 1 .6 4 .4 1 .0 0 .8 0 .2 5 0 .4 5 1 .1

A greem ents (Jan) (D ec) 
1 9 7 8 -1 9 8 2

Can) (D ec)
1 9 7 8 -1 9 8 1  1 9 7 8 -1 9 8 2  
(extend able by 
one y e a r )

1 9 7 8 -8 2 1 9 7 8 -8 2
Non M FA
agreem ent
1 9 8 0 -1 9 8 2

Non M FA 
agreem ent 

a fte r
u n ila te ra l action

N atu re of 
R e s tr ic tio n

4 4  p rodu cts 18 produ cts
su b je ct to
b ila te ra l
agreem ents
plus 'b a sk e t plus 'b a sk et 
e x tr a c to r ' e x tra c to r ' 
action  by 
E E C  m em bers

17 products

plus 'b a sk et 
e x tra c to r '

11 produ cts

plus 'b a sk e t 
e x tra c to r '

5 products 4 produ cts 5 products

U SA
Im port V alue 1 ,7 1 2 382 148 38 24 1 1
% of im ports 2 4 .4 5 .4 2 .1 0 .5 5 0 .3 5 - -

A greem ents (Jan) (D ec) 
1 9 7 8 -1 9 8 2  
F iv e  m ajor 
amendments

1 9 7 8 -8 2 1 978-81 1 9 7 8 -8 0
(M ay) (M ay) 
1980- 83

C onsultation
only

N atu re of 
R e s tr ic tio n

A ggregate A ggregate 
lim its lim its 
4  group 2 groups 
lim its lim its 
31 s e le c t iv e  A greem ent 
lim its plus amended 
co nsu ltation  to include 
lim its se v e ra l

sp e c if ic  items

A ggregate 
lim its 
3 groups

10 s e le c tiv e  
lim its plus 
consu ltation  
lim its

3 groups

5 se le c tiv e  
lim its plus 
consu ltation  
lim its

No group o r
ag g reg ate
lim its

9 s e le c t iv e  
and

consu ltation
lim its

CANADA
Im port V alue 144 33 6 10 1 -

%  of im ports 6 .7 1 .4 0 .2 5 0 .4 2 0 .0 4 -

A greem ent (Jan (D ec) 
1 9 7 9 -1 9 8 1

(Jan) (D ec) 
1 9 8 0 -8 1

(July) (June) 
1 9 7 9 -1 9 8 2

(Jan) (D ec) 
1980 - 81

(July) (D ec) 
1979 - 81 -

N ature of 
R e s tr ic tio n

26 c a te g o r ie s 9 c a te g o rie s ;
su p erced es
u n ila te ra l
action

6 ca te g o rie s 3 ca te g o rie s 2 ca te g o rie s

SW ED EN
Im port V alue 
% of im ports 
A greem ents

101
6 .3

1 9 7 8 -7 9
19 7 9 -1 9 8 1
(M ar)(A p r)

27
2 .6

1 9 7 8 -  79
1 9 7 9 -  1980 
(July) (D ec)

11

0 .7
(M.ar)(Nov)
1 9 7 8 -7 9
E xten sion  not 
yet notified

10
0 .6

(Jan)(July) 
1 9 7 8 -7 9  

 E x ten sio n  rot 
y et no tified

4
0 .0 2 5

1 9 7 8 -  79
1 9 7 9 -  8 0  
(Aug)(ju ly )

0 . 4  7
0 .0 2  0 .4  

Two Two 
Non M FA  Non M FA 
agreem ents agreem ents

N ature of 
R e s tr ic tio n

17 item s p lus 
ag g reg ate  
lim it fo r  
o th ers

11 item s plus 
ag g reg ate  
lim it fo r  
o th ers

8 item s plus 
ag g reg ate  
lim it fo r  
o th ers

5 item s plus 
ag g reg ate  
lim it fo r  
o th ers

4  item s and 
ag g reg ate  
lim it fo r 
o th ers

NORWAY
Im port V alue 41 7 3 2 - - -
%  of im ports 4 . 6 0 .8 0 .3 0 .2 - - -
A greem ents U ntil e a r ly  1981 a global quota (on 25 item s) op erated  fo r  a ll su p p lie rs , excep t E EC  and E F T A  and 

inclu ding th o se  co u n tries  with b ila te ra l  agreem ents :S in g a p o re , M a la y s ia , India and S r i  Lanka.
FIN LAN D

Im port V alu e 11 5 0 .2 0 .4 - - -
% of im ports 2 .3 1 .1 0 .0 4 0 .1 - - -
A greem ent 1 9 7 8 -8 0  

1 9 8 0 -1 9 8 2  
(Aug) (July) 
4  item s

1 9 7 8 -8 2  
(Jan) (Jan) 
3 item s

1978-81
(June) ( Dec)
1 item

1 979-81  
(M ar)(D ec) 
1 item

A U ST R IA
Im port V alue 41 5 2 2 - - -
%  o f im ports 2 .8 0 .3 0 .1 0 .1 - - -

A greem ents 1 9 8 0 -1 9 8 1  
(F e b ) (Jan) 
5 item s

1 978-81  
(Jan) (D ec) 
5 item s

N ote: C yprus a lso  has a non-M FA  agreem ent w ith the E E C .
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Table 17 U tilisation  of EEC  Global Quotas in S en sitiv e  Items (Group I) -  %

C ategory Y ear EEC
utilisation

C ountries with u tilisation  
substantially g rea ter  >  o r  le ss  < 
than the EEC average

1 1978 8 2 .8 >  W . Germany <  Ireland , Italy, F ra n ce
1979 9 4 .8 >  W . Germany <  Ireland

2 1978 6 3 .5 >  Denmark < .  Ireland, Benelux
1979 7 4 .4 >  Ita ly , Denmark <  Ireland , Benelux

3 1978 8 0 .2 >  Italy <  Denmark, Ireland
1978 75 .1 > U K ,  Italy < W .  Germany, Denmark, 

< Benelux

4 1978 7 6 .0 > W .  Germany, Ireland < F rance
1979 73 .1 >  UK < Ireland, Italy

5 1978 7 3 .9 > W .  Germany, UK <Ireland, F ra n ce , Denmark, 
Italy

1979 79 .1 Germany, UK Ireland , Benelux, Italy , 
< F rance

6 1978 8 4 .4 >  Benelux, W . Germany < Ire lan d , Denmark, Ita ly , UK
1979 93 .6 >  F rance <  Ireland , Italy

7 1978 96 .7 > W . Germany, B enelux, D enm ark<C lta ly ,Ireland , UK
1979 93 .7 > W . Germany, Denmark < I t a l y ,  Ireland

8 1978 8 5 .4 > Denmark, Benelux < Ireland , UK
1979 9 1 .3 >  B enelux, Denmark < l r e l a n d ,  Italy

S o u rce : Based on European Com m ission docum ents.

Table 18 - Number o f Basket E xtractor' A ctions notified  to EEC in fir s t  half o f
1977-82 B ilatera l Agreem ents

Imposing 
A ffecte d

Joint 
_ EEC UK W . Germany F ran ce Italy Benelux Denmark Ireland Total

S ingapore 1 1 2
Argentina 1 1
Philippines 3 5(2) 2 2 2(2) 14(4)
M alaysia 1 1 2
India 2(1) 1(1) 2(1) 3 8(3)
Romania 2 1 4 7
Thailand 1(1) 2 1(1) 3(2) 7(4)
M acao 3 1 4
Hong Kong 3 4
B raz il 1 2 1 4
Uruguay 2(2) 1(1) 1(1) 4(3)
Poland 1 1 2
South K orea 1 1(1) 1(1) 3(2)
Pakistan 2(1) 2(1) 4(2)
Indonesia 1 1
Hungary 1 1

7 19(7) 12(2) 6(2) 18(3) 4(3) 2
B rackets indicate number o f actions taken by m ore than one EEC country.
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Table 19 -  Job l o s s e s :  The Impact of Changes in Demand, Productivity and Trade,
Selected West European Countries , 1970-76

T ota l employment 
0000) Belgium

W est
F rance Germany Italy Netherlands UK T otal

1970 77 322 374 207 49 333 1,362
1976 70 280 276 206 21 291 1,144
D ifferen ce -  7 -4 2 -9 8 -  1 -2 8 -4 2 -2 1 8
Net change % -  9 .7 -1 2 .9 -2 6 .2 -  0 .5 -5 7 .7 -1 2 .6 -  16
E ffects  (% of 1970) on

employment o f changes in 
Demand + 38 .6 + 8 .0 + 0 .5 + 7 .3 + 17 .6 +20.6 + 11
Labour productivity -3 3 .2 -1 8 .7 -1 9 .0 -1 8 .7 -3 7 .0 -2 3 .7 -  2 1 .4
Net trade -1 5 .1 -  2 .2 -  7 .8 + 10 .9 -3 8 .3 -  9 .5 -  5 .6

S o u r c e : Jose de la  T o r r e : D ecline and adjustment: European p o lic ie s  towards their clothing 
industries (1979) p .8 8

Table 20 -  S ou rces  o f Labour Displacement in the US Appare I ndustry, 1970-76

SIC
Code Demand Labour

growth productivity  Imports Employment
2311 M en 's and b oy s ' suits and coats 
2321 M en 's  & b oy s ' sh irts
2327 M en 's  & b oy s ' pants
2328 M en 's  & b oy s ' w ork clothing 
2341 w om en's &  ch ildren  underwear 
234-2 C orsets  and a llied  garments 
2369 Children's  clothing
2386 Leather and sheepskin clothing 
2392 House furnishings

0 . 85 -1 .7 3  - 1.21 -3 .7 9  
5.06 -2 .5 5  - 2.38 0.25 
0 .3 5  - 2.76 O.65 - 1 .76 
6.32 -1 .4 7  -1 .4 5  3.41 
0 .2 3  -3 .0 5  -0 .0 3  -2 .8 4  

-0 .3 0  -7 .2 0  - 1.33 -8 .8 4  
8 .3 0  -5 .0 8  -4 .4 7  -1 .1 5  
9 .0 3  1 .49  - 6 .8 l  3.72 
O .69 - 2.01 - 0.12 - 1.45

S o u rce : Anne K ru eg er: LDC M anufacturing P roduction  and Im plications fo r  OECD 
Com parative Advantage (1979) p .3 4 .
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Table 21 - Trade Balances of LDC Exporters Latest Y ear Available)

Year Textiles (Balance)  
Export Import (Balance) Clothing ( B a l ance) O verall 

Export__ Import ____ N e t  Balance
M ajor Suppliers

llong Kong 1979 1,363 2,354 (- 991) 4,180 393 (+3,787) +2,796
Korea 1979 1,828 448 (+1,380) 2,855 a (+2,855) +4,235 b
Taiwan 1978 1,162 196 (+ 966) 1,746 7 (+1,739) -2 ,7 0 5

Substantial Low Income 
Suppliers
India 1977 882 a (+ 882) 340 a (+ 340) + 1 ,222 b
Pakistan 1979 731 l8 l  (+ 550) 78 a (+ 78) + 628 b
Thailand 1978 262 117 (+ 145) 148 a (+ 148) + 293 b
Philippines 1978 44 92 ( - 48) 160 a (+ 160) + 112
Egypt 1979 261 47 (+ 214) 23  6 (+ 17) + 231

Middle Income LDCs
Malaysia 1979 35 237 (- 202) 120 27 (+ 93) 109
Singapore 1979 360 761 (- 401) 373 c 111 (+ 262) - 139 c
Malta 1978 3 96 (- 93) 141 11 (+ 130) + 37
Cyprus 1979 8 89 (- 81) 64 7 (+ 57) - 24
Turkey 1979 321 46 (+ 275) 99 a (+ 99) + 374 b
Tunisia 1978 30 148 (- 118) 202 5 5 (+ 147) + 29
Brazil 1979 608 73 (+ 545) 119 a (+ 119) + 664 b
Uruguay 1977 27 9 (+ 18) 118 a (+ 118) + 136 b
Argentina 1978 53 26 (+ 27) 146 a (+ 146) + 173 b
Colombia 1977 84 21 (+ 63) 50 7 (+ 43) + 106
M exico 1977 116 35 (+ 81) 30 d 29 (+ 1) + 82 d

New Entrants
Sri Lanka 1979 a 130 (- 130) 71 a (+ 71) _ 59 b
Mauritius 1976 4 32 (- 33) 31 5 (+ 26) + 7
Barbados 1978 2 14 (- 12) 21 12 (+ 9) _ 3
Indonesia 1979 52 217 (- 165) 66 a (+ 66) - 99

S o u rce : UN Trade S ta t is t ic s .
N otes:a. Too small to be record ed .

b. Does not include items too small to be record ed  sep a ra te ly ,
c, Inflated by trans-shipm ent to Indonesia.
d Excludes bord er ind u stries (U S imports of clothing on this b asis  were $ l66m  in 1976)

Table 22 -  Importance to V arious C ountries of T e xtiles  and Clothing Exports

a )
Sector

VA as % of industrial 
VA (1976)

(2)
Sector Exports 

as % of G ross Output 
in Sector (1977)

(3)
Sector Exports as 
% of total exports 

(1979)
llong Kong 98 74 36
Korea 25 55 31
India 25 17 20
Pakistan 35 a . 20
Brazil 10 13(1974) 5
Turkey 23 11 19
Mexico 13 n .a . 3
Singapore 5 8 5
Malaysia 8 8 2
Philippines 13 17 4
Thailand 17 n .a . 10
Indonesia 16 0 1
Sri Lanka 23(1975) 1.5(1974) 7
Egypt 34(1975) 20 15
Italy 14 35 12
UK 9 18 5
Japan 7 11 4
France 6 20 5
W .Germany 7 28 5
USA 8 4 2.5
N otes: Concept of ' g ro ss  output' v a ries  from one country to an oth er.
Source.: Value added and g ro ss  outpint from UN Y earbook of Industrial Production S ta t is t ic s ; 

exports and im ports from UN Commodity Trade S ta t is t ic s .
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Table 23 - Growth Rates for M ajor Suppliers to EEC M arkets; All MFA Products

Country '000 Tonnes (1979) 1975- 79
Average Annual Change %

Bilateral Agreements
Hong Kong 134.9 2 .2
S. Korea 8 0 .O 7 .6
India 74.5 0 .9
Taiwan 60.8 2 .3
Brazil 58.0 6 .6
China 40.7 3 .8
Pakistan 35.1 3 .6
Malaysia 13.8 1.0
Singapore 13.8 0 .7
Sri Lanka 2 .2 (333.3)

Preferential Countries
Greece 100.8 7 .2
Portugal 81.0 15.9
Spain 58.0 7 .7
Malta 11.4 11.4
Cyprus 2 .2 (333.3)

Industrialised
USA 211.5 13.4
Austria 78.5 8.9
Switzerland 71.1 10.8

Source: European Commission.

Table 24 - Indicators of Economic Activity in Industrial Countries
I = Index of Industrial Production, 1975 = 100 
U = Rate of Unemployment, %

1973 1974 1975 1976 1977 1978 1979 1980
1st

1981

Australia I 105 108 100 106 104 103 112 114 ( 116)
U 1.9 2 .3 4 .4 4.6 5.6 6 .3 6 .2 6.1 (6 .4 )

Canada I 102 106 100 106 109 117 121 116 ( 116)
U 5.7 5 .5 6 .9 7.1 8.1 8 .4 7 .5 7 .5 (7 .3 )

USA I 110 110 100 111 118 124 129 125 (129)
U 4 .9 5 .6 8 .5 7.7 7.1 6 .0 5 .8 7.1 (7 .3 )

Japan 1 116 112 100 111 116 123 133 142 (145)
U 1.3 1 .4 1.9 2.0 2 .0 2 .2 2.1 2.0 (2 .1 )

UK I 108 105 100 103 108 111 115 107 (101)
U 2 .6 2 .6 3 .9 5.3 5 .8 5 .8 5 .4 6 .8 (9 .5 )

France I 105 108 100 109 110 113 118 119 118
U n. a .

W. Germany I 107 106 100 107 110 113 119 119 -

U 1 .3 2 .6 4 .7 4.6 4 .5 4 .3 3 .8 3 .8 5 .4
Italy I 106 110 100 112 112 114 121 128 -

U 6 .4 5 .4 5.9 6.7 7 .2 7 .2 7.7 7 .6 -

Sweden I 96 100 100 98 93 92 99 100 -

U 2 .5 2 .0 1.6 1 .6 1.8 2 .2 2.1 2.1 2.5

S o u rce ; OECD In d ica to rs .
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Table 25 -  In d icators of T ex tile  and Clothing P rod u ction , 1975 = 100

W orld D eveloped D eveloping
(M arket) N .A m erica A sia  and 

Japan EEC

1970 8 4 .5 9 3 .5 6 9 .9 9 7 .4 5 9 .3 9 6 .9
1975 100 100 100 100 100 100
1976 106 .4 107.1 105.2 112 .9 110 .4 1 0 2 .5
1977 1 0 8 .5 108.2 104.1 117 .2 109.2 1 0 0 .4
1978 110.7 108 .8 107.8 117 .9 111 .5 9 7 .4
1979 112 .5 108 .8 111.2 115 .5 112.2 9 9 .2
1980 Jan-M ar 115 .8 109.2 102.9 114 .4 103.1 106 .7

Apr-June - 105.6 - 115 .3 - 9 3 .8

S ou rce : UN M onthly Bulletin o f S ta tis tics .

Table 26 -  B ilatera l Trade B alances (O vera ll Trade) 
with. C ountries Subiect to Restraint

(bn.$)

C ountiy
with which balance 1976

EEC
1977 1978 1976

U SA
1977 1978

U SA 9 .2 -  6.2 -  -6.0 - - -

Japan 4 .0 -  5 .2 -  6 .3 - 5 .8 -  9 .7 -1 3 .6
O il exp orters  (total) - 20.2 - 1 4 .3 -  . 8 .4 -1 4 .4 -1 1 .7 -1 6 .3
Non o il  LDCs (total) + 0 .4 + 1.1 + 2 .9 - 2.1 -  7 .5 -  7 .2
Hong Kong 1.16 -  0.98 -  0 .7 9 - 1 .5 2 -  1.81 -  2 .1 4
K orea _ 0.50 -  0.70 -  0 .51 - 0 .6 3 -  0 .7 9 -  0 .9 3
Taiwan 0 .4 3 -  0 .6 7 -  0.70 - 1 .6 4 -  2 .2 4 -  3 .3 6
India 0 .2 9 -  0.30 + 0.78 + 0 .3 3 -  0 .0 9 -  0 .1 3
M alaysia 0 .71 -  0 .8 5 -  0.72 - 0.18 -  0.36 -  0 .8 7
Singapore + 0.26 + 0 .2 8 + 0.48 + 0 .2 4 + 0 .2 5 + 0.38
S ri Lanka 0.01 -  0 .0 5 + 0.06 - 0.01 -  0.02 -  0.01
Bangladesh + 0.02 + 0 .0 9 + 0.16 + 0 .0 3 + 6.08 + 0 .0 7
Philippine s 0 .0 5 -  0 .1 3 -  0 .0 5 - 0 . l 8 -  0.36 -  0 .3 0
Thailand 0 .3 5 -  0 .2 5 -  0 .4 4 - 0 .0 4 + 0 .1 3 + 0 .1 5
Pakistan + 0.28 + 0 .4 5 + 0 .4 5 + 0.32 + 0 .2 3 + 0.40
Cyprus + 0.11 + 0.16 + 0.21 neglig ib le
M auritius 0.11 -  0.11 -  0.12 - 0.01 -  0.01 -  0.02
M alta + 0 .1 4 + 0 .1 3 + 0.21 + 0.02 + 0.02 + 0.01
Egypt + 0 .9 3 + 1.11 + 2.08 + 0.70 + 0 .8 0 + 1.0
B ra z il 0 .5 0 -  1 .39 -  1.21 + 0.92 + 0.10 -

M ex ico + 0 .6 7 + 0.42 + 1 .1 3 + 1 .2 5 + 0 .0 5 + 0 .4 9
Indone sia + 0.52 + 0.28 + 0.12 - 2 .2 4 -  3.00 -  3 .1 3
China + 0 .3 3 -  0 .0 9 + 0 .6 9 - 0 .0 9 -  0 .0 5 + 0 .4 7
Poland + 0.86 + 0 .4 7 + 0.30 + 0.28 + 0.08 + 0.20
C zechoslovak ia + 0 .2 7 + 0.22 + 0 .1 5 + 0.11 + 0 .0 3 + 0 .0 4
Romania - + 0 .1 9 + 0.42 + 0 .0 3 - -  0 .0 5
Y ugoslav ia + 1 .48 + 2.30 + 2 .6 5 - 0.11 -  0.01 + 0 .0 5
Spain + 1.02 + 0 .7 5 -  0.38 + 1.08 + 0 .8 5 + 0 .5 9
Turkey + 0.58 + 1 .5 3 + 0 .9 3 + 0.21 + 0.26 + 0 .1 7
P ortugal + 0 .8 0 + 1.08 + 0 .9 5 + 0 .2 5 + 0 .3 9 + 0.32

S o u r c e : IM F , D ire c tio n  o f T r a d e .
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