
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 ,
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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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