
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
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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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