
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

20



( 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

21



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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