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(i)

ABSTRACT

————— - ———

This study has bcen primarily concerned with the issues‘and perspec~
tives on the historical cvolution and working of the arrangements govern—
ing international trade in “toxtiles", particularly the last such arrange-
ment, popularly callcd Multi Fibre Agrzement (MFA). While the problems
of both the developed and the developing countries in the field of world
trade in textiles and thcir implications for structural changcs in the
pattern of a more rational intcrnational division of labour have been dis-
cusscd, special attention has been paid to the problems of the developing
"textile" exporting countrics with special reference to the Southeast

Asian countries.

The study is divided into sewven main sections. Section I provides
an introduction and the approach adopted by this study. As a background
to the problems to be studied, Section II highlights some recent trends in
the growth of world textiles and clothing industries especially during the
period 1970-75. Section III prescnts the historical evolution of the
arrangements govcrning international trade in “textiles". The main features
of design and organisational aspects of the MFA(espeoially the Textiles
Surveillance Body)are discusscd in Section IV. Section V provides an apprai-
sal of the working of MFA. Scction VI outlines a few suggestions for rene-
gotiating the MFA which cxpircd on December 31, 1977. The question
of the desirability of the extension of the MF. approach to some other
scctors is examined in Scction VIIeAnd Summary & Conclusions of the Study
are presented in Section VIII. A [*>st-gcript contains some quick comments

on the nature of the MF. which has bcen extended. for the next four yeaTrse.



INTERNATIONAL TRADE IN TEXTILES WITH SPECIAL
REFERENCE TO SOUTH 4SIA

By Charan Wadhva and Vasant Mote

1__FROBLEM STATEMENT AND 4PEROACH

Introduction

The role of international trade in the economic growth of nations
is well recognisede International trade leads to a better utilization
of resources both domestically and internationally through greater specia-
lization in products according to the principle of comparative advantag
Since the degree of specialization (or division of labour) which can
actually take place in any economy is limited by the size of the m;rket-—
considering both the domestic market and foreign markets, the degrée of
access to the markets of the world becomes a critical element in promot-
ing the growth of the national economies and in turn of the worlde By
seeking international markets for the commodities they produce, the
nations can achieve the economies of scale. This question of the degree
of access to the markets of the world acquires special importance in the
context of the current drive of the newly industrializing deveiopiqg coun—

tries of the world to promote their exports of manufactured gooas mainly

to the markets of the developed countries where the potential exists.

The textile industry has played a significant role in the national
economies of all the nations and much more so in the economies of the
developing countries. Table 1.1 shows the share of the textile and

clothing industry in the value added by manufacturing industries.

In later years though this share has declined both in developed and -

developing countries, yet it continues to be the single industry that makes
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Iable 1.1

Value added in Textiles and Clothing as compared

_with total Manufacturing (Year 1963)

066060080080 0QAUO0PDOCLBLOEIIBTTIOOCEES

P00 0068620000000 00P 08P LIERNSIBIOBOOOBGOOOLLODOOSOODS

Stores in total value added in

Area manufactures

Textiles Clothing Total
nionqoono-ooo-aoo.l..ocbu.aa-unot..oo.ooo-tlola-u...oo.l.n-n-ot-..c.co-.-ol
Vbrld 601 5.0 lle].
Developed Countries 568 ‘ 4.8 10.3
Developing Countries 13.7 6.0 19.7

600000660 0083508030V 0OO5O0DOCGO0MBOCGOOOS00O0G0CCDO0O0OSCOEDRISCODOEANNECSIOSOCIGODSGSESESOSSEMLINOS

Sources General Agreement on Tariffs and Trade; Report of the Working Party
on Trade in Textiles, Study of Textiles, L/3797, 29 December 1972, p. V-12.

"a significant céntribution to output of manufactured articles. The details

- 0f the share of the textiles and clothing industxry in terms of value added

is presented:in Table Al.1l in the Appendix for some selected countries for

1963 and 1969} We have also tried to estimate the share of value added of
texfile.and wearing apparel industries in the manufacturing sector of selected
countries for,the year 1972 which is the latest year for which we had access to
the required data. These estimates are;presented in Table Al.2 in the Appendix
fo this section. They further support the conclusion regarding the continued
impértaﬁce of these industries to the national economies of a number of deve=

loped and (more so) developing countrics.

The share of this industry in total trade has remained around 6% during
the.period 1950 1950 to 1970. 1In this sphere also this is an industry which
accounts for a significant share. Thus the share of exports of textiles and
clothing in world exports was around 6 per cent in the years 1960 and 1970.

These and other details are provided in Table Al.3 in the Appendixe

In terms of employment it provides, this industry would rank very high
both in developed and developing countries. The share of this industry
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in total industrial employment varies from 8.4% to 17% in developed coun-
tries and from 16.3% to 40% in developing countries (See Table Al.l in Appen—

dix I)- b

Considering the importance of this industry in national economies and
the significance of the international ®rade to the well being of this indus~
try, the development of the international trade in this industry is of con-
siderable interest to Governments of the nations, to the industrialists in
the industry and to the work force émployed in this industrye. Should the
development of trade in this industry be left to economic law of comparative
advantage or should other arrangements be designed to develop this trade
are some of the questions that are of interest to policy-makers all over

the world.l

The objectives of this paper, stated briefly, are to critically re=
view the arrangements that have been made so far and to suggest improvements
in these arrangements. It is hoped that such a review for the textile ard

nclothing industry would give some insights on the question whether this
type_of arrangement should be extended to international trade in some other

commodities.

A detailed statement concerniné the terms of reference set for this
study islgiven in Appendix to Section I.
2. Approach
2.1 Theme of the paper: The central theme of the paper being the review
of the adjustment problems under the arrangements that have governed the

trade in textiles, the thrust of the paper is to seek answers to three ¢
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tionss The gquestions beings
i) How well have the arrangements worked?,

ii) If they have not worked well what were the reasons that
contributed to its ineffectiveness?, and

iii) How should the arrangements be modified?

2.2 Conceptual Framework: To seek answers to the three questions posed
in section 2.1 was by no means an easy task. The main difficulty in
this effort stemmed from th; absence of satisfactory yardsticks to mea-
sure the effectiveness of the arrangements. The arrahgements that have
been made do state clearly the objectives sought to be achieved

by thece arrangements. Yet the participants in the arrangements have

not developed satisfactory criteria to measure the effectiveness of these

arrangements.

To illustrate this point, consider the "Long Term Arrangements Regard-
ing International Trade in Cotton Textiles" thch came into force on Octo~-
ber 1, 1962 and remained valid until September 30, 1973. This arrangement
was adhered to by some thirty three countriess; representing about three

quarters of world trade in cotton textiles.

The basis of this arrangement was to provide for growth in trade in
cotton textiles, particularly for the developing countries possessing the
necessary resources such as raw materials and technical skills, while avoid-
ing the disruptive effects in this sector of national economies ih both
developed and developing countries.2

The problem arises as to how to measure the effectiveness of this arranc



ment given its objectives. One of the yardsticks wused to measure its
effectiveness is the balance of trade of developing countries in the
textile trade. Table 1.2 shows the balance of trade in textile for both
developed and developing countries.

Table 1.2

Net Balance of Trade in Textiles (i) and Clothing (B)
by Main Areas (Between 1960-1970)

(In Million Dollars F.0.B.)

.I0..0‘..............O...l.l..l.‘.......'........QI...'I...DI...'.I.....

1960 1965 1970
Developed A 1022 793 1107
Arecas B 134 ~-37 =939
A+ B 1156 756 168
Developing

Areas A -1039 . -898 ~1057
B - 158 + 92 960
At B -1197 -806 - 97

Eastern Trade
Area A 117 105 - 30
B 24 -55 9
B YT 50 o

Source: General agreement on Tariffs and Trade, Study on Textiles: Report
of the Working Party on Trade in Textiles, L/3797, 29 December 197
p.11-84

With the help of this data it cap be argued that the developing coun-
tries have benefited because of this agreement since the balance of trade
qf these countries has improved during the period of this agreement and
hence the objectives of the agreement has been achieveds There are how-

ever two problems in drawing these conclusionse. First is that this data
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excludes the trade in commoditics glosely related to textile trade, namely,
textile fibrés, textile machinery and colours and chemicals. The picture
substantially changes if these werce to be included. Second is that an im-
proved balance of trade is not sufficient for the growth of an industry.
The growth of the industry will be more governed by the profitability or by

the value added by these exports. Let us examine-ecach of these aspects.

The balance of trade in textiles substantially changes if the trade in
textile machinery and textile fibres is included. Table 1.3 shows the ba-

lanceof trade after ihclusién of these items.

Unfortunately comparable data for the year 1970 is not available but
this tablc shows how misleading the exclusion of thesc items can be; In
1974 if these items were not included; the developed countrics would have
shown an import surplus of 2.66 billion U.5. dollars as compared to -438
billion_dollars which is the import surplus after inclusive of these iteﬁs.
This picture would also change if trade of colours and chemicals were also

to be included.

Conéider now the problem of value added by textile trade to the respective
countries « Data that will pemmit drawing of definite conclusions in this
arca is not available but there are pointers to suggest that value added
from eprfts by doveloping countries is lower than value added by exports
of developed countfies. There are three pointers in this directisn. First
is the unit value of main clothing articles imported in EEC. This data is
of special significance since the exports of clothing from developing countries

to developed countries has shown a sharp increase. Table Al.4 presents the data
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Table 1.3

Irade in Fibres, Textiles, Clothing and Textile Machine
between Developed and Developing Countries® in 1960 and 1974
(billion dollars)

.DBA.GI'BO'...IQ‘B.‘lﬁc.!a..lbll“l.l‘00..‘0-.6560ﬂn¢l00OOG.ODB.OBO..".B.'.Q.

Commodity SITC Exports of Deve~ Export of Export (%)
Rev.l loped to develop- developing oxr Import (-)

ing countries to develop- surplus of

ed countri-~ developed

..... . R > e - I countriecs

1960 1974 1960 1974 1960 1974

Textile fibres 26 0.37 1.68 1.15 1.88 «0.78 ~0.20
Textiles 65 1-46 4.85 0054 3050 V+0.92 +1038
Clo‘thing 84 0.30 0.82 0. 16 4,86 +0. 14 -4,04
Textile madhinery 717.1 0.28 2.43 - 0.05 +0.28 +2.38
Total of above , 2.41 9.81 1.85 10.29 +0.56 =0.48"

l.0.0..0..lQIO.lG‘l..".“.‘..'..l..o..0.0,0.‘.....I...‘B'lcll.ll..‘.l.l..lll.

*Southern European countries arc included with developing countries
Sources : UN, Monthly Bulletin of Statistics, May 1966 and Yearbook of Inter
national Trade Statistics Vol.I, 1975; OECD, Irade by Commodities
Series B, 1974; Japan, ,nnual Return of the Foreign Trade of Japan,

19603 GiTT, Rapport duc Groupe de travail du commerge des textiles
L/3797, Vole. I, 1972 and GATT, Production and Trade in Textiles an
Clothing, 1974 to 1976, COM. TEX/W/35.

it is interesting to observe that the unit value realized by developﬁpg
countries is substantially lower than that realized by developed countriesz
The GATT Study on Textiles cited earlier had observed that the "slower rise
in clothing pricc may be duec to pressures from imports which generally compete

at the cheaper end of the market where choice is detemmined mainly by the

price factor".3

A Second pointcr is that the export of textile machinery from the developed
countries to developing countries has sharply increased (about 10 times from

1960 to 1974). The value added from these exports will be very substantial.
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The Third pointer in this dircctlon is that in the developed couhtries
the value added in 1963 is about 3.7 times higher than that in developing
countries and that during the decade 1960=1970 the developed arecas received
by far the main important producing arca of textiles and clothing, although

value added increased much more rapidly in developing countries.

The foregoing discussion has highlighted difficulties involved in
assessing the benefits accrued from the agreements governing internétional'
trade in textilese. Onc of our first tasks therefore was to evolve suita-

ble yardsticks to measure effectiveness of these agreementss

Since major objectives of agrecement have becen: expansion of trade
with minimal disruptions in individual markets, yardsticks that we sought
"to develop were to measure:

l. Profitability of industry from expansion of trade,

2+ Benefits to the consumer through the established trade channels
: in the importing countries, and

3. Disruptive effects of the expansion of trade in individual market

The details of this conceptual framework will be discussed in Sectior
of this paper which deals with the appraisal of The Arrangement Regardiﬁg
International Trade in Textiles (popularly known as the Mult{ Fibre irran

ment ).

It has not been possiblce to demonstrate the efficacy of this framewo
by using real life data. The reasons are not far to seecks First is th:
the data required is not readily available in its required form. Secon

is that time and resources at our disposal<were not adequate to underta
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such a task«. We had therefore to remain content by demonstrating

that recommended conceptual framework will give better insightsfinto the
working of these agreements, will lead to better understanding of the
required modifications in these arrangements and finally will be convince
ing enéugh to the policy makers regarding the practicability of applying’

this conceptual framewoxk.

3+ Organisation of the paper

This paper is organised into eight sections. Fbilowing'this Introdug-
tory sectiﬁn (Seetion I), Section II deals with YSome Recent Trends in
the Growth of World Textiles and Clothing Industrics"; Section III presents
"Historic Background of the Arrangements inviting International Trade in
Textiles"; Scction IV is entitled “The Multi Fibre Arrangement 3 Design
..and Organisational sspects"s Scction V presents “The proposal of the working
of the MFA". Section VI deals with the "Suggested Approaches to the renegotia-
tion of the MFa; Section VII'deals with "the Question of the extension of
the MFAi to some other sectors" and VIII provides SUMMARY AND CONCLUSION. A
Post-Script has been added to take note of the decision of the Textile Committee
of December 14, 1977 providing for the extension of the MF4i for the next four
years. This oppoxrtunity is also utilised to offer some qu  comments on
the text of the press release regarding this decision to extend the life
- of the MFi. Further comments on this subject must await the release of the

relevant documents to the publice
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APPENDIX

Table Al.l

Value added and Employment Provided by Textiles and
Glothing Industry in Selected Countries _

4090006060 DSCOITOCOUCTO0O0S0QQ0CE0O00O0ODOODSAA0GDSO0A © 5 280 0000TDPOOSPOCOOT GBS DLOENCEOENOLOEBOLOES

Value added to textiles Employmentiin textiles and
and clothing as propor- clothing as proportion of

Countzy tion of value added to total industrial employment

total domestic manufac-

tures

1963(%) 1959(%)  1960() 1970(¢:)
Austria (1970) | 12.5 17.0 1646
Canada 8.1 7.4 13.3 1.7
E E C (for 1970) N 9 10.5 ' 8.8
Japan 9.9 7.9 N.A 8.9
Switzerland N.A NeAe ' B4 11.1
UssoAe 7.3 6.9 12.9 12.1
Hong Kong Moo MeAe Ny 4447 40.3
India 26.6 , 22.7 37.1 N.A.
Pakistan 39.7 2.8 N.A N.a.
Republic of Korea 1.5 18.2 15.3 23.4

B®00@0200000009060DBO6-~00D008 >0 46 92 00DPS600C0I0D:000DGS5GCOSOASG0606O0DOCGBE0C0E0600SE$E6E3DOUICIDUO

Source: Tables 53 and 54 in Addendum 1. Published by GATT Secretariat.
Ref. No. L/3797/4dd.1 of 29 December 1972
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Table Al.2

Shaxre of Value added of textile and wearing apparel industries

in_the manufacturing sector, 1972 _

¢ ———— e w— e

B e —

(1) (2) T (8) (4)=(2)+(3)
Qountry i “Eéxtilzm-“__wnié;éé;;;;;;;;;nh' Textile and
Wearing Apparel
UeS.A 3.89 3.17 7.06
Canada 4.58 3.25 7.83
Belgium 8.02 3.25 11.26
Denmazrk 4,50 2.79 7.29
France 5.42 2.58 8.00
F.R.G. 515 2.971 6,13
Ttaly 7.572 3.57° 11.142
Luxmb 0.11 0.59 0.70
Netherlands 6.97° .. 6.97°
Irelands 9.01 4.3 13.31
U.Ke 541 2.36 7,77
Eec” 4.88° 2.71° 7.59°
- Austria 6.94 3.71 10.65
Norway 2.99 2.23 5.22
aweden 2.68 1.87 4.55
Switzerland
Japan 6.48° 1.34° 7.82%
Korea, Rep. of 16.49 3.66 20.15
Pakistan 32.38 0.04 32.43
Phillippines 4.75 0.61 5.36
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Table Al.2 (contd..)

B e SmAeR B et +OA—_ T —.

(1) (2) (3) (4)
Austria 4.58 3.25 7.83
Sincapore 3.60 3.27 6.87
Malaysia test 2.86° 1.113 3,983
Poland 9.818 3.528 12.538
Hungary 6.44 2.78 9.22

- m— A~ Pot wmmms

Source: United Nations, Statistical Yearbook, various issues

Notes:

1 Wearing apparels, Leather and products and Footwear

2 1971

3 Textiles, wearing apnarels, leather and products and Footwaar

4 Expanded EEC (Nine countries)

5 While calculating the shares, first the value added of the member
countries are converted into dollars. For Italy and Netherlands,
the value added of 1971 are taken. For Netherlands, the "sector"
includes textiles, wearing apparels, leather and products and footwear.

6 1969

7 1970

8 Value added of manufacturing sector is derived by subtracting the value

added of coal mining and electricity from the value added of industrial
sector.
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Apart from analysing trends and developments in production and inter-
national trade in textiles (mainly cotton and manmade fibres), and the pro-
blems in the textile industry in both developed and developing countries,
the study would review the course of international negotiations in this
field, beginning with the Long-term Cotton Textile Agreement.of 1962 and

covering "voluntary" export-restraint agreements.

In this way the Arrangement Regarding International Trade in Textiles,
which came into force in 1974, would be put in a global and historical pers-
pective. Particular attention would be focussed on the wbrk of Textile
Surveillance Board (TSB) established under the Agreement. Thus the study
would mainly be concerned with adjustment problems. Indeed in a broader

context, the TSB is a test case on how the multilateral "safeguard" pro-

vision of ‘GiTT (Article 19) might be reformed.

The authors would be expected to prepare proposal on how 1973 arrange-

ments might be improved when it comes for renegotiation in 1977.

LR IR R
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11 SOME RECENT TRENDS IN THE GROWTH OF WORLD TEXTILES
AND CLOTHING INDUSIRIES

This section briefly reviews the background of some recent trends
in growth of world textiles under five subsections dealing with (i) Comsumer,
expenditure on (ii) production; (iii) employment, (iv) machinery-in-use;

and (v} World trade.

1) Trends in Consumer expenditure on glogglng in §Q;gg;gg gg tries
Table 2.1 gives dath ion Consumer Expenditure (total and for clothing)

on clothing for a :few selected countries for the period 1972-75.

N

Total Consumer expenditure on clothing showed an upward trend for
these selected developed countries. For the year 1972, the highest rate
of increase was shown by Japan (9%), followed by USA (7%). The rate of
increase declined for all developed countries after 1972. Most other de-
veloping countries listed in Table 2.1 also showed an increase in their
total consumption expenditure on clothing. Available evidence, as Tepor-
ted in the latest annual report by GAIT, shows that consumer expenditure
on clothing in industrially developed countrics rose more rapidly in
1976 compared to the previous year.4

The incrcase in consumption expenditure on clothing lagged behind
'the increase in total consumption expenditure for most of the developed
countries exceptions being Austria (1972) and Sweden (1973-74). Expen~
diture on clothing actually declined in Norway (1972-74), EEC (1974-75)
United States (1974) and Japan (1974). Rate of increasc in consumption
expenditure on clothing generally showed a decline for most of the

developed countrics during this period.
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The developing countries (shown in the Table 2.1) present a slightly
different pictures For all of -them (excepting Singapore) the increase
in consumption expenditure on clothing was higher than that on total ex-
penditure (for 1972-1974). The rate of increase of consumption expenditure

on clothing declined after 1972 substantially.

ii) Trends in Production

Table 2.2 shows the trends in production of textile and cléthing for
a few selected countries from 1971 to 175 - Most of the developed coun-
tries show an upward trend upto year 1973 (excepting Norwa? and Sweden),
After 1973, production of both textiles and clothing declined for all the
developed countries. The rate of decline was higher in 1975 than in 1974.
For EEC, production of textiles and clothing declined by 3.74 per cent
in 1974 and 5.83 per cent in 1975. Textile production showed a decrease
. of 4.17 per cent in 1974 and 10.43 per cent in 1975 in USA. For clothing
the decline was 6.90 per cent for 1974 and 10.19\per cent for 1975. Japan,
Austria, Sweden and Switzerland were other badly affected countries though
Japan's rate of decline slowed down in 1975, The latest picture pre-

sented in the GATT's Report on International Trade 1976/77 shows that for

1976 as_a_whole industrial countries' production of textiles and clothing
showed a "substantial recovery" from its low level in the previous year.

This holds for USA, EEC and Japan specificallye

Developing countries present a mixed picture as far as production of

textiles and clothing is concerneds. Upto 1973, the indices of production
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CONSUM:R_EXPENDITURE ON CLOTHING IN
SELEGTZD COUNIRIES

(At constant 1970 prices)

4 8050805000600 08060456€0a80680060$005G68008YG00006000C0OCE"2NDOIDOOOESOOCO0OCBO00CDO0OCEEECAO0SESI0sedos,

Index numbers, 1970=100 Percentage change
o . Qovexr previous vear
1972 1973 1974 1975 1972 1973 1974 19

G890 POOCDBO OSSR OOOOBOBOOOYODY ©ODDOOGGCOS DTS O 006 T 6cC0oD0ODOMOSAdD0O00 QG S0 D Do 0006680600 00DO30D

~~1

EEC Total 109 114 116 118 5 4% 2
Clothing 109 111 110 109 5 2 -1
" Norway Total 108 111 115 120 3 3 35
Clothirg 102 99 98 104 -1 -3 -1
Sweden Total 102 103 108 111 3 1 5
53  Clothing 95 99 110 113 1 4 11
_Austria Total 113 119 123 126 é% 5 4
' Clothing . 114 116 .10 123 75 2 3
gﬁlted4 N
tates Total 110 115 114 115 7 43 -1
Clothing 112 121 120 124 6% 8 -1
Japan Total 117 127 129 136 9 8t 1+
Clothing 114 116 114 .o 7% 2 -2
Greece Total 112 120 122 128 5¢ 7 2
Clothing 118 124 129 .. 5 5 4
Spain Total 114 122 129 .. 8y 7 6
Clothing 112 117 115 . 11 43 -1
Israel Total ‘ 116 125 125 134 8 9% g
o x Clothing 121 139 152 157 21 15 9
rea (kep.
of) Total 118 128 135 142 7 8% 5
. g Clothing 136 156 161 167 12 15 3
Singapore  Total 124 - 135 143 .- 9 8 2
Clothing 116 126 124 .. 9 s% -2

Qoooo.ual.uanuol.aannu.caot.oa.uonaoa.aoou«l--a..aleoeboaoocnou.-.un-nnao.obﬁo

1. . .
Weighted by 1970 cxpenditure (converted into units of account at official 1970
exchange rates). Excluding Ireland and Luxembourge

Including footwear
4t constant 1964 prices

At constant 1972 prices

o0 N

Including footwear and other personal effects

At constant 1968 prices

Source: OECD, Quartorly National .iccounts Bullcting EUROSTAT, National Accounts;
national statistics; Reproduced in General Agfeement on Tariffs and Tradq
Textiles Committee, Production and Trade in Textiles and Clothing, 1974
to 1976, Report by the Sccretariat, CDM.TEX/W/35, 29 0Octe1976, peS.
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for all the countries (except Indian Clothing Industry) shqw an upward

trend-increase being highest for Korea and Singapores Production of textiles
::increased by 33.06 per cent in 1972 and 24.84 pcr cent in 1973 for Koreae.

;.*Fbr Singapore the comparable percentages were 36.51 per cent. For clothing
the increase was even higher being 47:89 per cent (1972) and, 8 ..24 per cent

. (1973) and 52.75 per cent (1972) and 17.49 per cent (1973) for Singapore.
Affer‘i973 however the trend reversed for Singapore and rate of increase
declined substantially for Korea for the ycar 1974 for both textiles and
clotﬁing. India, Malaysia and Phillippines also showed a decliné in production

| of both textiles and clothing for the yecar 1974, The latest figures available

»..with the GATT Secretariat have led it to conclude in its report on Interna—

o tioné; Trade 1976-77 that in the developing countries as a whole, production

S ———

of textiles as well as clothing increased in 1976 at a rate higher than that

achleved in 1974 and 1975,

;. '111) Irends in Employment

Indices of employment in textile and clothing for the period 1971 to 1275
are shown for a few countries in Table 2.3. Employment indices (with base
24970) for EEC, Sweden and Switzerland declined for the period for both tex-
'i-tilesfdhd clothinge For EEC the perccntage rate of decline was two per cent
-in 1973 and 4.09 per cent in 1974 for textiles and 1 per cent in 1973 and ;'
6.07 ber cent in 1974 for clothing. Canada and USA showed a mixed trend.
'”Emblgyment in Textile and clothing industries for both the countries increa
till 1973 and declined thereafter. Thus for example, the rate of deciine
“in cmployment was 0.39 per cent‘in 1974 and as much as 11.8] per centwiﬁ

_:711975 for the Canadian textile industry. The comparable figures for USA
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Korea (kep. of)

Malaysia

Pakistan Cotton

Cloth
Cotton

Yarn
Philippines

Singapore

Countries
EEC Toxtiles
-Clothing
Norway Textiles
, 7 Clothing
Sweden Textiles
' Clothing
Austria »
Switzer-
land
Canada
USA
Japan = Textiles
and
Clothing
Hong Kong
India
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TABLE 2.2

Indiceg of Production of Textilss and

Clothing for a few selected gountries

1971 1972
103 106
97 95
96 90
97 99
89 87
108 114
105 115
101 110
101 101
115 124
108 112
102 110
100 108
101 105
96 103
4 94
121 161
142 210
107 136
109 104
111 123
125 118
134 183
146 223

9B OO eEBS DO NSROO0RCO0CUTUDIDOEBOGTTO00ODO O

1973

Oo®scoeoveoceeon

107

95
85
106
91
121
119
112
98
135
116
120
116
111

104

93
201
389
172

97

138
120

212
262

1970=100
1974 1975
103 97
93 87
81 79
104 89
. 90 83"
116 98
122 111
109 91
92 . 87
132 124
116 114
115 103
198 97
97 93
99 -
90 -
208 263
510 654
123 -
98 9
139 129
108 -
183 162
246 213

290800006 0286060¢0Teas o0

N R RN RN RN N R X

% change ovrr the previous year

1972

4600 GeDO0BOGAdOD

2.93

-2.07
-6.25
-&006
225
5.56
9.52
8.91
0
7.83
3.70
7.84
8.00
3.96

7.29
-9.62
33'06
47'89
27.10

-4.59

10.81
5.6

36.57
52.74

- 1973 3

1974 1975

060006 E0VCOBT00OCs 6000CEG ¢S

«94

. . L] [ ]

NNOWORFWONNO O
o
SEBILIRBERS]IY

97
. =1:06
24.84
85.24
26,47

~6.73

12.20

» 1069

15.85
17.49

“3-.74 "5.8
2.11 -b6.4
~4.71 =2.4
"1-89 -1404:
"1019 - 7071
4413 =15.5
+2.52 9.0
=2.68 ~16.5;
-6.12 - 5.4
2:23 <6.0i
0 =l
" =4.17 =10.4
-6.90 -10.16
~12.62 -4.12

-4081 -
=3.23 -
.4t Y2644
+31:411 28322
-28.49 -

+1103 —6013

+ n72 —7.19‘
-=10.00 -

~13.68 -11.48:
-6.11 =13.41"

|uuvla.a‘ﬂ.o.daaao.ao.o..000!‘&050.!...‘00.!0....0‘40l.lﬂ.ll.ll.ln.Cl....l..o.l.lll

Source:s

General agreement on Tariffs ancd Tradey Production and Trade in

Textiles and Clothing, COM/TEX/W/35/idd 1, Statistical Appendix I
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were 3.74 percecent and 7.77 per cent. Similar trends wore noticeable

for clothing industries.

Employment in textiles for Hong Kong showed a continuous decline till
1974 increasing again in 1975 by 15.71 per cent though still remaining
lower than the 1970 levels, Clothing industry, on tho -other hand, showed
a continuous upward trend in terms of employment excepting for the year

1974, The rate of increasc of employment for clothing industry was 9.32

 per cent in 1972, 17.05 per cent in 1973 and 26.95 per cent in 1975.

Employment indices for Singapore show a decline of 15.92 per cent
for textiles and 11.22 por cent for clothing for 1974. 1972 and 1973
' however recorded impressive rates of increase for both the industries.
~ Phillippines showed a decline for 1972. India presented the picture of

a slow increase in employment in textiles over the period 1971-1975.

Thus, on the whole the employment victure of developing countries in

textiles and clothing industries improved during this periods

iv) Irends in Machinery-in-use

Tables 244, 2.5 and 2.6 give the details of machinery in use in cotton
spinning, cotton weaving and knitting for the éeiod 1960-70 for a few selcc-
ted countries.

Between 1960 and 1§70, the number of active cotton spinning machines
declined for all the develored countries excepting Australia (for whom
the increase was a meagre figurc of 5.74 per cent over the ten years). 1In

some cases the decline was very sharp csgs in U.K. the number of active

machinery declined from 10,703 to 3,355. During the same period most
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TABI.E 203 A

Indices of Employment, Textiles and Clothing
for a few selected countries

20 B0 00328 OSDO000O0COCSEECSOSDIOOL S H00GD00000CHLODODO0AOOCNEQCO0O0EEBO0O0CEDIOBOSNNGEGEOSOGODOALIOGSGPLOAIOGRIEGEDEGEEOCAGRDOSES

Countries 1971 1972 1973 1974 1975 % changes over the previous
year

1575 T1973 1974~ T1975

000606688 0000D6660CHDDS0E0SEO0BB00D0O00050000600EGO668800D0G0COCCEE0DQOVODNDIDIIO BDO O © 0000809000000 ENCEIO SN

EEC Textiles 100 98 94 -2.0 -4.09 -
Clothing 100. 99 93 ~1.0  -6.07 '
Norw: y Textiles 100 83 142 o ...=17,00  71.0&
Clothing . ' 100 ' 115 85 ' ' +15,00 =26.09
Swaden 91 85 85 86 83 ~6.59 +1.18 O ~3.49
‘ " 86 81 79 78 78 =5.71 -2.47 =1.27 0
austria ‘ 101 101 100 93 81 0 ~1.00 -7.00 12.90 -
. 104 109 108 104 99 4.81 -0.92 -3.70 -4.81
Switzarland 96 91 85 81 4 ~5¢2]1 =059 =4.71 <14.81
97 94 88 30 69 =3.09 =6.38 -9,10 -13.75
Canada B 101 108 112 11l 99  +6.93 +3.70 -0.89 ~11.81
100 101 105 104 101 1.00 3.96 -0.95 ~2.88
US. 100 104 107 103 95 4,00 2.88 =3.74 '=T.77
- 98 98 100 96 88 0 2.04 -4.00 -8,34
Japan 100 95 88 83 =5.00 <7.37 -~5.68
N 100 100 102 107 0 2.00 +4.90
Hong Kong . 99 95 7S 79 81 =4.05 ~16.84 ~11.39 153771
‘ I 118 . 129  151.- 141 179 9.32 17.05 -6.62 26.85
India 102 104 108 110 111 1.96 3.85 1.85 .90
Korea . 100 110 125 10.00 13.64
100 114 130 14.00 14,04
Malaysia )
Pakistan
Phillippines 116 98 137 ~15.52 39.80
' 111 110 176 - 0.91 60.00 -
Singapore ‘ 128 177 201 169 +38.28 13.56 =15.92 -

133 182 205 182 +36.34 21.64 -11.22

© 2600000008006 00300BJIVBENAIO000OC0LDOOGOCG60O00G006RGCIGOBOGOSG seb a0 e

8090006000080 00P0aBROOCOCRBOILE"BOBS



Maghinery Active 3 Cotton Spinning 1960-1970
(3 and 4 cylinder only)

Unit 000's spindles

0..\400050.#!Dbu908Dhlhg.al....ﬂﬁﬁb.'.ﬁlOBGl...lc.lonln....hbOOOOOOBCOOICCCO‘ICO-Q

% nctive/In Place

1960 1970 1960 1970
australia 210 221 89 99 .
Canada 19228 lg 123 loo ]_OO
United States 16,365 18,599 97 95
European Economic Community 17,356 13,189 94 99
Belgium=Luxembourg 1,248 934 82 95
France 55154 3,396 100 100
Germany, Fe. 5,948 4,349 100 100
Ttaly 3,974 3,952 32 96
Netherlands 1,032 558 100 100
Denmark 93 36 97 92
United Kingdom 10,703 3,355 100 96
Justria 552 412 95 99
Finland 268 174 98 9%
Norway 100 83 99 92
Sweden 383 1R 93 94
Japan 11,755 11,632 89 89
Industrialised countrics 62,013 48,956 93 97
iep= of Korea 409 816 86 90
Taiwan 350 1,300 10 93
Hong Kong 490 3C2, 98 99
_ Malaysia/Singapore - ‘8 - 100
* India 11,831 14,0z &7 78
Pakistan 1,844 2,325 95 G0
Macao nea/n.c nea/nec nea/nec nea/nec
irab Rep. of Egypt 1,116 1,730 94 100
Israel 150 290 90 94
Yugoslavia 404 1,100 88 100
Turkey 772 1,300 97 100
Greece 325 415 79 86
Portugal 839 1,101 76 81
Spain 2,417 2,2(8 93 100
Brazil 3,840 3,224 100 90
Mexico 1,242 2,628 92 97
Colombia 473 636 o7 28
1

Data covers the cotton and manmade fibre spinning sector/

a)

Refers to the maximum active in each calendar year °

o

Source:z Gencral Agreement on Tariffs and Trade Study L/3797/4dd.1, p.12
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Austrdi® i

Canada

United States
European Economic Community
Belgium=Luxembourg
France

Germany, F.Re
Italy

Netherlands
Dermark

United Kingdom
Austria

Finland

Norway

Sweden
Japan/Japon
Industre countrics
Rep. of Korea
Taiwan

Hong Kong
Malaysia/Singapore
India

Pakistan

Macao

arab Rep. of Egypt
Isracl

Yugoslavia

Turkey

CGreece

Portugal

Spain

Brazil

Mexico

Colombia

argentina

Jamaica

El salvadox
Developing countries
USSR

Romania

Foland

Germany, D.R.

s Zuropean countries
Total above

YWorld Total

18-24
TABLE 2

3

308,317
367,339
23,756
102,889
120,260
87,591
32,333
1,931
171,400
11,153
6,353
1,783
7,328
340,290
1,237,229
11,221
12,900
16,000
1,558
182,203
29,000
nea/n.c
21,218
3,78
15,600
15,172
4,700
24,200
63,956
92,500
36,000
9,900
19,483
noa/noC
nea/n.c
557,842

225,000*

16,600
49,134
39,000
320,734

1970
4,429
15,911
324,750
211,457
17,800
53,383
60,812
66,965
12,497
1,150
71,200
6,280
3,695
1,073
2,503
356,956
999,404
20,728
32,000
22,776
1,558
171,524
35,000
n.a/n.c
28,000
4,330
23,000
23,000
5,930
27,424
544795
725,000
4184490
12,505
18,200
nea/risc
2,650
60+ 4520
278,000
17,200
39,400
27,600
372,200

3

2,115,805 1,975,424
2,415,384 2,470,603

6006089206000 006000a

009300800806 D8DO0COODLO0CDOE SV

20000000200 CeDEPO0O0O0REETD0ENEDIOO0NBNPOIBOELG00E000D0 8N O

o sctive/In place

1960

CoDeEO6O0GCDODT SO SO

93
100
(e) 96
94
76
100
100
385
94
93
100
94
99
100
97 -
91

63
100
94

89
97
n.a/n.c.
93
100
100
96
77
75
96
90
90
94
97
noa/nQC
Nea/nec

99
100
97
100
94
oz
95

1970

so0vac06d0009 031

95
100
92
99
93
100
100
93
86
94
95
97
98
91
97
o8

96

89

ST
78

82

94
n.a/n.c
100
100

93
100

83

72

98

90

99

98

93
n.a/n.c

96

97
99
100
99
94
94
93

000600005088
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(BLE 2.6

Machinery in place_1963-1970

(a)

Knitting machines (warp, weft and hosiery)

@500 806608300060 0¢ 800CGDBPBOOGELOODOO S E08DOO

@8 00 00 @ 0p 0&J0O0GODHLOONOD OD®SSHO6O0DDOOCDAGODSEL

Australia

Canada

hustria

Finland (b)

Sweden (b)
Japan/Japon
Republic of Korea (c)
Taiwan '
Hong Kong (c)
India _
.dirab Rep. of FEgypt
Israel )
Portugal

Mexico

$206006e060°0008000060086J9006D000002800000@060¢CEO

ag In place.on 31st Deccmber
b} active not in place
¢) Machinory active

australia
Japan

Repe. of Korea
"Israel
Portugal

Hong Kong
Mexico

e) estﬁmated—‘

1960

©ecoe 80068088 ¢ ®eco 8

10,000 (=)
16,949 .

11,937 (1955)

nea/ned
7,785
91,024
13,700
9,000
11,938
1,400 .
2,693 .
(5,421)
200 (@)

0000060606009 0V0800G606DG

_1960
n.a/ned
58,563
13,968
2,700
4,211
7,200
Nea

N.B. Data for other countries not available

@ 0846000030006 aa0>080060060803b580g 06800

1970

6 ®BAaeoAqaasod0000 0090800

12,569
19,445
11,260
(3,798)
7,238
183,569
40,136
8,368
1,200
2.,000 (e)
1,700
5,732
n-a/nod
4,164

© 60000080006 DGGCOGS

1670
10,667
140.934
36,421
5,800
nea/ned
8,960
45164
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of thesc developed éounfries showed an incieasc in the ratio of the active
machinery to machinery in place. The only exceptions were those of UK and
Norway where this ratio declined from 102 (1960) to 96 (1970)for UK and 99
(1960) to 92 (1970) for Norway. For most of the countries the ratio of ac~ .
tive machinery to machinery in place was above 90 per cent (for Italy ahd
Belgium it was 82 per cent in 1960 but it improved to 96 per cent and 95 per

cent respeétively for the two countries in 1970).

For the devcloping countries the data shows an increase in the number of
active machines betw2en 1960 and 1972, Spain and Brazil however show a de-v
cline in this respect during this period. As to the ratio of active machincs
in place, the picture is mixed. Some countries improved this ratio (e.g. Korea,
Lgypt, Israel etc), whercas it worsencd for other (India, Pakistan, Taiwan and
Brazil)e. The ratio was as low as'78 (for I-dia in 1970) and 81 (for betugal<

in 1970) and as high as 100 per cent for others.

Active Machinery in cotton weaving repcats the same story. The ngmber
of such machines for a}most all the developed countries_{cxcepting Australia and
Japan) Aeglined--UK again showing a very sharp dccline from 171,400 active
machines in 1960 to 71,200 machines in 1970. Euéing the same period most
of the countrics incrcased the ratio of ‘active' to 'in place' machinery. The
ratio however showed a decline for U.S. (from 96 to 92), Nethérlands (from 94 to &
UK (from 100 to 95) and Finland (from 99 to 98) and Norway (from 100 to 91).
Most countries show the ratio of ‘active' to in place machinery being above
90 per cent for both 1960 and 1970 (Belgium shows a low of 76 in 19t and

improved it to 93 in 19.0).
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3

The developing countries show an incrcase in the numbor of ‘active'

\ machinery in cotto weaving. The ratio of 'active' to 'inplace' machinery
shows a mixed trend--India showing a decline (from 89 to 82) and Republic
of Korca showing a substantial incrcase (63 to 96) for the period 19 0 70.
This ratio in 1970 ranged from 72 (+or.ugal) to 100 (Bgypt, Israel and Tur-
ke?).
East Euro@ean countries taken as a whole show an increase in the number

of machines and their ratio of active to in place machinery remains high

(abov’' 94 per cent) for all this period.

The data for knitting machines is more scanty than for otheré. For the
countries for which the data is given in Table 2.6 the number of knitting

- machines shows an increase except for Austria and Finland.

:v) World Trade in Textiles and Clothing

The trends in World Trade in Textiles and Clothing for the period

197C~75 may be seen from Table 2.7. Uorld Trade in Textiles and Clothing
incroased by necarly 18 per cent por annum over the ~&x ycars 1970-76.
.The incre¢ase in trade in clothing was sharper (22.00 per cant per annum)

than that in textiles (f5§b-‘per cent per annum).

Intra~-trade among developed countries ir:textiles and clothihg increased

“from .4.91 billion in 1970 tof. 7.66 billien in 1973 and to. & 9.50 billion in
1976.~ an_.incrcase of 11.607 p.r annum over. the,six ycars. During the same

"geriod intra-trade‘amongfdgveloping couptri¢5<ihc;easeﬁbe about 12.00=18.90
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i:It‘is worth noting that the rate of growth of intra~trade amongst develop-

;ing countrizs is higher than that for developed countries a fact which is not much'
;publici;ed in the literature on the arnelisis of trends in world trade, in tex

" ¢iles and clothing. However, in ébsoluto terms the intra-trade among develop-

ing countries which was of the order of $3.19 billion in 1976 was far below

that of intra-trade amongst dcveloped countries ($10.66 billion) for the

same yeare

Exborts of developed arcas to the world incrcased from $8.07 billion in
1970 to %12.94 billion in 1973 and to $17.20 billion in 1976~--an incrcase of
16440 per cent per annum for the period 1960-76. Out of this incrcase,
exports to developed areas increased by 11.60 per cent per annum and to

developing areas increased by 14.50 per cent.

During this period exports of deoveloping countrics to the world in-
creased from 4.09 billion to $14.95 billion--an increase of 24 per cent
per annum. Out of thc total increase in oxports of developing countries,
‘the rate of growth was higher (at 27 per cent pcr annum) for exports to
the developed countries compared to the rate of growth of exports to

other areas (which was 18.9 per cent )

Imports of developed arcas of textiles and clothing from all sources
‘increased from $7.80 billion in 1970 to %21.35 billion in 1976 from an
annual rate of growth of 18.3 per cent. Their imports of textiles in-
creased at a rate of 14.5 pox cent pur annum and these of clothing at
a rate of 23% por annum. Their imports from developing arcas of textiles
and:clothing increased at the rate of about 27.00 per cent per annum and

‘from developed areas at 14.10 per cent per annums The increase in imports
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by developed arcas from developing countrics was much higher for clothing
31.00 per cent per annus  than it was for textiles 21.00 per cent per

annum for this period.

Between 1970;75 imports of textiles and clothing by developing coun-
tries incrcased from 54418 billion in 1970 to ,7.29 in 1973 to .10.53
billion in 1976 —- registering an annual ratc of growth of fé.?O percent.
During 1970-76 imports of textiles by developing areas increased from {53.50
billion to "B.44 billion (a rate of growth of 15.80 per cent per annum) -
and those ofuclothing correspodingly increased from 0. 8 billion to 42.09

billion (i.e. at the ratc of akout 21 por cent per annum).

Exports of Eia of textiles and clothing incrcased from 1.54 billion
in 1970 to 34.26 billion in 1976 i.c. at a rate of 20 per cent per annum.
Its imports during the same period incrcascd from 31.72 billion to 4.53
billion (or at an annual rate of 17.5 éér cent per annum). Correspondingly,
these exports of ETh to doveloped arcas increased from 30.34 billion to
v1e19 billion (or at a rate of about 23.5 pér cent per annum and to dovelop-
ing arcas from ,0.40 billion to ,;0.92 billion (or by about 14.9 per cent per
annum}e Intra~£Ta trade in textiles and clothing curing the same period
increased from .80 billion to ,2.15 billion ('r at an annual ratc of

about 17.9 per cent).

As can be scen from Table 2.8 the developed countrics continued to do-
minatc the cxport and import tradce The share of developed countrics in

world exports doclined from 59 per cent in 1970 to 50 per cent in 1973
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. but increased slightly in 1974 to 51 per cent before going down to 49 per
cent in 1975. The share of developed countries in textile exports continued
io be highcr than that for clothing. Thc decline in the share in clotﬁing
was much sharper (46 per cont to 32 percent) for these countries than that

for toxtiles (65 per cent to 61 per cent ) during the period 1970-75.

During the same period, the devoloping countrics improved their position
;hand.incrcased their shar: in world exports from 30 per cent in 1970 fo 39
per cent in 1975. The increase was sharper between 1970-73. The sharc
' remained almost the same (38-39 per cent) from 1973 orwards. Their share
~in exports of textiles inercased at a slower rate (from 26 por cent to 29
§{per cent during 1970-75 and actually declined during the period 1973-75)
“than that for clothing. For clothing the share of developing countrics in
world exports increcasad sharply from 38 per cent in 1970 to 51 per cént
Agih 1973 to 53 per cent in 1975. As may be secen from table 2.8 the increase
in the share of clothing exports of devcloping countrics was mcuh slower

after 1973.

Eastern Trading Area maintained its share between 11-12 per cont through-

-out this periods Its position remained the same for both textiles and cloth-

/

ﬁxihg‘-- share of clothing rcemaining constant at 16 per cceint (1970—75).aftor

\

& incrcasing to 17 per cent in 1972. Sharc of toxtile increoased slightly from

9 per cent to 10 per cent during this periode

On imports side the relative sharcs of the three types of arcas (develoy

gyeloping and Bastern Trading area) rcemained ﬁearly constani between 1970
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and 1975 -~ the sharc of developiﬁg countrics incrcased by 1 per cent

(from 57 por cent to 58 per cent); that of developing countrices declined

By 1 per cent (3 per cent to 29 per cont) and for ETA remained constant

(at 13 por cent)e The share of.developed countriocs incroased to 60 per’ cent
in 1973 and declined again to 58 per cent in 1975. The share of doeveloping

arcas increased slightly after 1972.

The share of developod countrics decrcased for textiles (from 52 per
cent in i970 to 49 per cent in 1975) and increased for clothing (from 66
per cent in 1970 to /1 por cent in 1975). Developing countrics show
an incrcase in their share of imports by 1 per cont for textiles and by
4 per cent for clothing during this poriode Sharce of ETA toxtilc imports

increcased from 10 per cent to 15 per cent for 1970-75. Its-share in cloth-

* ing imports however declined from 19 pcr cent to 15 per cent for the same

period.



III HISTORICAL BACKGROWND OF THE ARRANGEMENTS GOVERNING
INTERNATIONAL TRADE IN "TEXTILES"

A i

Regulation in international trade in textiles often through bilaterally
negotiated arrangements has a long history. Billateral quotas cov.ring a
number of textile products had been ncgotiated in the 1930s betwesn France,

Germany, Belgium and Britain.

The opposition from the domcstic producers to a sharp increase in the
“low-cost" imports of textiles from the "low-wage® countrics having disrup-
tive effects in the domesfic market was strongly expressed to the national
goverment in the U.S. against the Japancse textile goods in the 1930s, cs-
pecially after the Yen began to depreciate towards the end of 1931.6 Tin—
ports of cotton cloth from Japan into the U.S. incrcascd from 1.6 million
squarc yards in 1932 to 124 million squarc yards in 1937. The president
of the Cotton toxtiles Institute in the U.S. pointed out around that time
that the Japanesg wage-ratc was about one—sixth of that in the UsS. and
cost of préduction for cloth in Japan was 30 to 40 per cent lower than
that in the U.S. The issuc of disruptive effects of imports of Japanesc
cotton goods into the U.S. was expressed in the U.S. Scnate in March 1935.
The U.3. governm.nt was sympathetic to the pressure of the demands of
domastic éroducers recarding the noced to limit imperts from Japan to
avoid injury to domestic interostse anticipating the likelihood of the
imposition of controls on imports of the Japancsc goods by the U.S.

goverment, the Japancse voluntarily agrecd to limit their exports of
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some of the cotton goods tc the U.S. market. The Japanesc ambassador to

the U.S, formally announced in Docember 1935 that the Japanesc manufacturers
and exporters had decided to rostrict their shipments of somc cotton goods
to the U.S. This'was a unitlateral decision. Thus began the cra of “volun-
tary". restraints "in the form of voluntary quotas on the axports of fextiles

from the so-callaed "“low-wage" and “low-cost" countries.

This unilateral decision of Japan for voluntary restraint on its cox-
ports of some cotton goods into the U.S. market could not sufficiently
check the flow of the Japanesc cloth into the U.S. to silence the protoc-
tionist lcbby which was becoming stronger. Simultancously, cfforts were
on to negotiate a "guntlemen's agrcement™ by which Japan would restrict
its exports of these goods to the U.S. market to "moderate™ amounts -~
suggested at around 1935 levels of these exports. Even though the Japancse
government was agreeable in principle to conclude such a "gentleomen's
agreement” with the U.3., difficulti:s were exporienced in negotiating the
dctails such as the classification of products, and contrnl of trans-shipment
through third countries acccptable to both sides so that such an agrocment
could not be concluded. .round this time (1936), following the repcrt
of the Tariff Commission, the U.S. government increased the tériff rates
on blcached, printad, dycd, or coloured cotton cloths of certain yarn counts

(31 to 50).

Even the incrcased tariff rates wer. not sufficient to reducce the
flow of imports of cotton goods from J: san into the U.S. market and

the prot:ctionist pressure within the U.5. grow further. Through
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private negotiations among the industry representatives in the two coun~
tries, an agrcement was rcached in 1937 recgarding quota level (with some
flexibility provisions) for cxports of all cotton fabrics and separate
quotas were agrecd for two sub-categories of cotton cloth (velveteen and
'corduroy). In 1938, this "gentlcmen's agrecment” was cxtended for a fur-
ther periods  In return for such voluntary restraint agreement operatced
informally, it was understood that the Japancse roceived the assurance from
the represcentatives of the amorican cotton manufacturers that they would
not seek further government restrictions on Japanese cotton textile impoxts

into the U.S.

The trade between the U.S. and Japan continucd to be governad through
such voluntary cxport rostraint programmes until the protectionists pressure
through domestic produccrs as well as labour unions grew substantially in the
UsS. in 1950s. With the prosperity of 1950s, the Japancsc imports of cotton
toxtilos again began to show sharp incrvaspé. This time the governments of
the two countries had discussions on limiting tho disruptive imports from

)
Japan into the U.S. government through voluntary rostraints by Japan.

The first such "voluntary" rcstraint pirocramme was announced by the Japanesc
Government in 1956 followcd by similar arrangemonts fdr 1957 and for latcr

years until 1%50.

The second major casc for the ncgotiation of the voluntary export
rcstraints programme for cotton textiles was that of the Hong Kong with

the U.K. In 1958, the Lancashire cotton industry sought and ¢-* .an undcr-
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taking from the Hong Kong's textile industry to restrict exports of cotton
piece goods for three years from February 1959. Bven though the agreement
was based on industry to industry negotiations, it was enforced through a

system of export control operated by the Hong Kong government.7

The_need for multilaterally agreed international rules governing trade
in cotton textiles as a special sector was recognised by the U.S. and other
developed countries when they found that the safeguard provisions in the
Ceneral Agreement on Tariffs and Trade (GATT) were not adequate to meet
their needs for regulating the disruptive effects of increasing importsAof
cheap textile goods f;om a few low-wage developing countries« The U.S.
was convinced that a multilateral approach (rather than unilateral action
under the biiateral approach currently being practiced) outside the GATT
rules but under the auspices of the GATT would be a better approach for

" negotiating such an arrangements

With the U.S. initiative, the first such multilateral agreément known
as the "Short Term" Agreement on Cotton Textiles (or STA) was negotiated
in 1960-61. The STA ‘covered the period from October 1, 1961 to September

30, 1962. |

In 1962, the United States and several other countries cdncluded, under
the GATT, a "Long Term Arrangement Regarding International Trade in Cotton
Textiles" (or the Cotton Textiles Arrangement or simply the LTA). The

first such LTA covered the period Oct&ger 1, 1962, to September 30, 1967.
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It was extended further and expired on December 31, 1973.

The participating countries in the LTA wéres;l{' Australia 2. austria
3¢ Belgium 4. CanaAa Sa -Célombia;é. Denmark 7. Finland 8. Ffance 9. Fe=~
deral Republic of Germany 10. Greece ll. India 12. Italy 13. Jamaica
14. Japan 15. Luxembourg 16. Mecxico 17. Netherlands (also on behalf of
Surinam) 18, Norway 19. Pakistan 20. Poland 21. Portugal (also on behalf
of Macao), 22. the Rcpublic of China (Taiwan) 23. the Republic of Korea
24. Spain 25. Sweden 16. Turkey 27. The arab Republic of Egypt 28. U.K.
(also on behalf of Hong Kong) and 29. UShs ~ The European Economic Community

as such has also accépted the LTA.

The major objectives of the LTA4 were to achieve in a spirit of intei«
national cooperation the development'of world trade and to facilitate
economic expansion w;th special emphasis on the promotion of the less de- .
veloped countries poséessi;g necessary resources such as raw materialsland_.
technical skills, by providing larger access to the markets. of the world for
the products which can be efficiently manufactured by them without disrupte
ing the markets of the'developad éountrigs. Ovexr, 70 per cent of theAwofld

trade in cotton textiles was covered by the LTA.

In order to achieve the objectives, the LTa érovided for the operé—
tionalisation of a quota system, bilateral ;greements between partiéipating
countries desiring restraints and the country and produets for Which res;
traints were sought and a mechanism for dealing.with the situétion.éinclud~

ing possibilities of unilateral action) for dealing with situations where
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market disruption is feared in the markets of developed countries. The
overall rate of growth permitted for the imports of cotton textiles from

the develbping countries was 5 per cent per annum.

The LTA was a major step in promoting a regulated international tradc
in textiles. The character of worid trade in textiles changed dramatically
in favour of trade in other types of textiles such as wool and mammade fi-
bres. The problem of increasing competition from imports Qf manmade fi-
bres and products was feclt most ;cutely in the U.S5., though several othcr
developed countries experienced similar trends in their imports of textiles.
Thus, while in 1962 the U.S. and other developed countries imported a small
quantity of manmade fibre textiles or clothiﬁg items made with manmade fi-
bres or blends, their imports of these items in physical terms wgnt upto
over 1.1 billion metric tons. Mammade fibre textile imports in tge U.S,

. alone increased from 328 million square yards to 4.3 billion square yards,

bt

or by 1200 per cent betweon 1964 anc 19718.

Noticing the sharp incrcases in imports of textiles and ¢lothing oF
non-cotton materials (chiefly manmade fibres and wool )y the U.3. took
the lead and succceded in negotiating bilateral wool and manmade fibre
-and clothing (apparel) agreemcnts with Japan, Hong Kong, Taiwan and Korca

who were the lcading oxporting countries of the South-east Asia.

Even though thesc bilateral agrecmeonts had a "boneficial impact on

- the immediatc wool and manmade fibre textile import problem", the US go-
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government was convinced that these agrecments are not a complete nor
long-tcrm solution and a “"morc general international framework" was nec-
ded. Accordingly the US led in the moves towards negotiating an interna-
tional arrangement to cover manmade‘fibres and wool textile trade.9 The

US sought such an'arrangement under the auspices of the GATT.

The GAIT Council established a Working Party of internatibnal experts
to study the problems-df world trade in textiles. :Ihig Workipg,Party re-
commended thO‘negofiation of an intcrnational arrangcment to cover world
tra&é iﬁ cotton, wool, and manmade fibre textilcs and clothing. fhe GATT
Council accepted this recommendation« ' Under the G.TT's auspices, the

rcprésehtafives of 50 nations negotiated and reachod agreement on the

ﬁ;;aﬁqemcnt Regarding Intcrnational Trade in Textiles on December 20, 1973
just a few days before the expiry of the extended LTAs The /rrangement .
Regarding Intcrnational Trade (morc popularly known as the Multi Fibre Arran—
gement or the MF. denoting its coverage of multi fibre toxtiles and clothing)
was put in,forcé from Januaryvl, 1974 for a pcriod of 4 yecars and is, there-

fore, now duc for renegotiatione The next section in this paper highlights

the major provisions of the MFa.
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IV _THE MULTI_FIBRE_AGREEMENT: _DESIGN nND ORG..NI3ATIONAL SPECTS

The /rrangcment Regarding Intcrnational Trade in Textiles (popularly

. known as the Multi Fipre igreement or the MFi or simply the Arrangement)
was concluded as a multilateral legal contract under the auspices

of the General ngrcement on Tariffs and Trade (GaTT) to govern interna-
tional tradec in “textiles" covering textiles and clothing based on cotton,
wool, manmade fibres or blends therzof for a period of four years from
Jaunary 1, 1974 to Decemb.:r 31,197%. as discussed in section III, the
MFA succceded the Long Term "Arrangement Regarding International Trade

in Cotton Textiles"™ which expired on Deember 31, 1973 after its existence

for a decade.

The text of the arrangement consists of a4 Preamble, seventeen arti-
cles and two énnexures.lo

Nearly 50 countries of the world (including the individual member
countries of the PBC as independent members) are participating members
of this .xrangement and their trade covers nearly 86 per cent of world
‘trade in textiles as defined in MFA. The list of the participating

member countries of the Arrangement is given in the Appendix 1 to this

section.

Objectives

By its very nature, the MFA tries to rcconcile the interests of

- the xporting and the importing countries and is designed to strike a
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delicate balance between the rights and dbligations of these two sets of
countries in the interests of promoting "orderly expansion" of the world
trade in the products covered by it. In pracfice, this amounts to striking a
balance between the well recognised nceds and interests of the developing
countries for more liberal access to the markets of the developed countries
and the int;rests of the developed countries for avoiding actual or poten-
tial market disruption to their domestic economiecs as a result of sharp and
substantial increases in iﬁports in the case of "excessive" import liberali-

sation.

The basic objectives of the MF4 are spelt out in Article 1. .iccording
to arxticle 132, "the basic objectives shall be to achieve the expansion of
trade, the reduction of barriers to such trade and the progressive libera-
lisation of world trade in textile products, while at the same time ensuring
the orderly and equitable development of this trade and avoidance of disruptiv
effects in individual markets and on individual lines of production in both

importing and exporting countries.

Special attention is paid in the objectives of the MFA to promote the
interests of the developing countries. Thus Article 1:3 states‘that “A
principal aim in the implementation of this Arrangemtnt shall'be to further
the economic and social development of deoveloping countries and secure a sub-
stantial increasc in their export earnings from textile products and to pro-

vide scope for a greatcer share for them in world trade in thesc products®.
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Article 6 also recognises the obligation of the participating countrics to
‘"pay special attention to the needs of the developing countries and exhorts

- them to "provide more favourable temms with regard to such restrictions,
including elements such as base level and growth rates, than for other
.countriess These special considerations are to be subjected ta the condi-
tion that "there should be no undue prejudice to the interests of established

suppliers or scrious distortion in existing patterns of trade".

Among the other objectives,; the MFA in Articleé 1:3 and 1:4 clearly spells
out the temporary nature of the restrictions which may be imposed conditionally
under the specificall& approved procadure and subject to the process of ﬁulti—
‘lateral surveillance. Article 1:3 further urges that such actions should be
accompanied by measures which would promote structural chances in the “pattern
of trade in textiles and in the comparative advantage of participating countries,
thch policies would encourage businesses which are less competitive interna-
tionally to move progressively into more viable lines of production

Or: inte -other sectors of the cconomy. and provide increascd acecss o ' -

:.téltﬁeir markets for textile products from developed countries".

\ Coverage of the Products: The Arrangement defines “textiles" in article 12

és ®limited to tops, yarns, picce-goods, made-up articles, garments and
other textile manufactured products (being products which derive their

chief characteristics from their textile components) of cotton, wool,
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mammace Fibresror bl :nds thereéf in whicn any op-all of‘thess -fibrés ihtombina-
tion;repregent. either th.:chicf valuc of th: fibz:is or 50 .per sent or moe by weigh
or 17% sr-more By weight of wool) 'of the podiuct™s Howoever -in the wvent of unforese
conditions of market disruption occuring in the world trade in artificial

and synthetic staple fibre, tow, wastc, simple mono- and multi-filaments which

are otherwise not covered under this Arrangement, the safeguard provisions of

this Arrangement can be invoked.

The Arrangement specifically excludes under Article 1233 the "developing
country exports of handloom fabrics of the cottage industry, or hand-made
cottage industry products made of such handloom fabrics, or to traditional
folklore handicraft textiles products" subject to the proviso that "such pro-
ducts are properly certified under arrangements established between the im-

poiting and exporting participating countries concerned."

Congideration of Minimum Viable Production in Small Markets

A special mention is made in Article 1 of the group of importing deve-
loped countries with small markéts. While discussing the objectives of
reconciling the interests of the cxporting and the importing countries.
The agreement rccognises in Article 1:2 that in the case of *"those coun-
tries having small markets, an cxceptionally high level of imports and a
correspondingly low level of domestic productiony account should be taken
of the avoidance of damage to those countries' minimum viable production

of textiles".



18-45

Major Operational Provisions
The operafional asp..ct of the design of the MFA contains at least the

following four major provisionss

1) Phase-Out Programme: Under Article 2, the participating countries

are required to notify to the Textiles Surveillance Body (a standing body
created under the Arrangement) the details of all existing unilateral quan-
titative restrictions, bilateral agreements and any other restrictive
quantitative measurcs within sixty days or else will have to be terminéted
forthwiths These notified restrictions are then either to be phased out
justified under the provisions of the Arrangements and to be terminated
within a recommended time period of onc year and in exceptional cases
within two years. The justification procedure also includes bringing such:
restraints under the mutually agreced bilateral agreements under Article 4

of the, Arrangement.

ii) Standstill provisions: The arrangement provides under Article 3:; that
no new restrictions shall be placed in trade in textile products (as defined
in the irrangement) except under the safeguard procedurc laid down in this
article or under the justified provisions of the GATT (including its Annexe
‘and Protocols).

_iii) Safequard Proceduress The Arrangement permits the imposition of res-
traints on imports of textiles when these imports are cuasing market dism
tion as defined in Annex i (reporduced as appendix 2 to this section) suk

ject to a number of strict procedures and also subject to the process of
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multilateral surveillancee article 3.2 also emphasizes that "Participating
countries shall take into account imports from all countries and shall seck
to preserve a proper measure of equity. They shall endeavour to avoid dis-
criminatory measures where market disruption is caused by imports from more
than one participating country and when resort to the application of this

article is unavoidable, bearing in mind the provisions of Jxticle 6".

Specifically, Article 3353 states thats

"If, in the opinion of any participating importing country,
its market in terms of the definition of market disruption
in Annex A is being disrupted by imports of a certain tex-
tile product not alrecady subject to restraint, it shall seck
consultations with the participating exporting country or coun-
tries concerned with a view to removing such disruptione In its
request the impofting country may indicate the specific level at
which it considers that exports of such products should be restrain~
+ 771 edy a leveél whigh-.shall_hoet.:Be ‘lawer :han the gohcral level indi-
cated in Annex B. The exporting couantry or countries concerned
shall respond promptly to such request for consultations. The
importing country's request for consultations shall be accompanied
by a detailcd factual statement of the reasons and justification
of or the request including the latest data concerning elements
of market disruption, this information being communicated at the
same time by the rcquesting country to the Chairman of the Tex-
tiles Surveillance Body".

Article 334 to 339 lay down extensive conditions for the imposition
of restraints on the grounds of market disruption within specified time
frame and validity period in case the mutual consultation process between
the importing country seeking to imposc restraints and the affected export-
ing country does not yield rcsults which would satisfy the country secking
to imposce restraintss Tﬁroughout these procedural steps, it is emphasized

that resort will be taken to such restraints only sparingly and such res-
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traints will be limited to the precise products and to countries whose

exports of such products are causing market disruption.

The Article emphasizes that in case such restraints are applied to im-
ports from the developing countries, special and more liberal procedures
would be applicd and provisions would be made for the establishment, admi-
nistration and reqular growth by a minimum of 6 per cent per annum on the
base level for restrictions. Throughout the procedures laid down, the
greatest stress is laid on the imposition of restraints only after a due
process of mutual consultation or at least a notice of one weck to the
‘affected country in casc unilateral restrictions are to be imposed and
subjecting all restraining actions taken to the opinion of the Textiles
Surveillance Bod? regarding their consistency with the provisions of the

" Arrangement.

iv) Negotiated Restraints under Bilateral Agrecments gubject to Periodic
Reviews by the Partjes Involved and Multilateral Surveillance Procedurgs

Article 4 of the Arrangement empowers the participating countrics to

conclude bilateral agreements within the framework of a multilateral approach
on mutually acceptable termé setting product-specific quotas which may
eliminate the risks of market disruption (as defined in Annex A) in impost-
ing countries and also the risks of disruption to the textile trade of the
exporting countrics and which are in corlp-mity with the objectives of the

Arrangement.
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Article 433 specifically maintains that such bilatcral agreements will
have to be more liberal, both ™on overall tems, including base levels and
growth rates™ than measures provided for in .rticle 3 of this Arrangement.
Such agreements should also include enough prévisions for flexibility re-~
lating to "areas of base levels, growth, recognition of the increasing
interchangeability of natural, artificial and synthetic fibres, carry
forward, carryover, transfers from one product grouping to another and
such other arranéements as may be mdtually satisfactoxry to the parties

to such bilateral agreement.

All suoh bilateral.agreemcnts and modifications therein concluded under
Article 4:4 are to be communicated by the participating countrics to the
Textiles Surveillancc Body within 30 days of the data they become effec-
tives This Body will check the consistency of these agreements with the
provisions of thé Arrangemcnt and make rccommendations to the parties con-

cerned whenever necessarys

Organisational agpects of ﬁnplemggggtigg the MFA

The Arrangemtnt establishes, within the framework of the GATT (the
GATT Council), a Textilos Committee which will meet at lcast once a
year to review the operation of the Arrangement based on.the TSB's annual

review. at the end of the Third ycar of the Arrangement, the Textiles

Committee aided by the TSB and other GAIT agencies is required to undertake a
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a major review of the working of the /xrangement with a view to ascertain
the views ¢of the participants on the future of the MFA and to prepaxre

ground for required actions in this respoct.

For the rcgular work on the supervision and the implementation of the
MFA, the Textiles Committec has been empowered to establish a standing
body, namely the Textiles Surveillance Body (TSB)-» The functions of the
TSB arc mostly listed in /Article 11 of the Arrangemente These can broadly
be divided into two major catcgories. The first category relates to its
surveillance functions including the collection, review and dissemination
of information on all the actions taken by the governments under the Arrange-
ment and to check their consistency with the provisions of the Arrangenent
and to transmit the information and its observations to the Textiles Com-
mittee and to .the concerned participants. The second category of the TSB's
functions relates to the consideration of the matters referred to it by
any of the concerned participants, including cases of dispute, to lend
its good offices wherever necessary to facilitate the process of concilia~
tion between the concerncd govermments and finally to make its recommcnda-—
tions whenever necessary in the hope of resolving the issue(s) in>ques-

tione

It is undeorstood that the opinion of the TSB is recommcndatory in
naturc and its acceptancce or non-acceptance is lcft entirely to the decis
of the party in questione However, Article 11.8 of the Arrangement docs

make a gencral reécommendation that the participating countries "shall
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endeavour to accept in full the recommendations of the Textiles Surveillance
Body" and in case of noneacceptancce by a participant country to infoxm the
TSB of the factual position and to provide rcasons for the samee. In case
the problems continus to cxist between the concerned parties even after

the TSB's rccommendations, theose may be brought before the GATT Council
through the noxmal G.TT proctdures. These can be looked at by the Contract-
ing Parties to the GATT, "particularly un'giér the procedures of article

XXIII of the GaIT.
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APPENDIX IV.]l

Membership of the Arrangement

_ The Arrangement has been accepted or acceded to byr

1.
| 2.
3.
4.
5.
6.
7.
8.
9.
10,

11.
12.
13.

14,

15.

Argentina
Austrelia
Austria
Bangladesh
Brazil
Canada

Colombia@

Egypt
El Salvador

EEC

Finland
Ghana
Guatemala

Haiti

Hungary

16.
17.
18.
19.
20.
21.
22,
23.
24,

25.

26.
27.
28.

29.

India
Isracl
Jamaica
Jaéan
Korea
Malaysia
Mcxico
Nicaragua
Norway

Pakistan

*
Paraguav

Phillippines

Poland

Portugal (on
behalf of Macao)

35.

36.

- 37,

39.

40.

41.

43.

Romania

Singapore

Spain

Sri Lanka

Sweden

Switzerland
Thailand

Trinidad and Tobago
Turkey

United Kingdom

(on behalf of
Hong Kong)

Uruguay
United States
”q,qslavia
EEC

(including all
member countries)

" * -
Countries which have -not accepted or acceded to the Arrangement definitively

®o10mbia formally accepted the MFA (or officially the 'Arrangement')

on Feb.7 s 1977,

(done provisionally from March 27, 1974)
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APPENDIX IV.2

ANIEX &

I. The determination of a situation of "market disruption", as
referred to in this Arrangement, shall be based on the existenr -
of serious damage to domestic producers or actual threat ther of.
Such damage must demonstrably be caused by the factors set out

in paragraph II below and not by factors such as technologi-

cal changes or changes in consumer preference which are instru-
mental in switches to likc and/or directly competitive products
made by the same industry, or similar factors. The existence of
damage shall be determined on the basis of an examination of the
appropriate factors having a bearing on the evolution of the state
of the industry in question such ass turnover, market share,
profits, export performance, employment, volume of disruptive and
other imports, production, utilization of capacity, productivity
and investments. No one or several of these .factors can necessari-
ly give decisive guidance.

IT. The factors causing market disruption referred to in paragraph
I above and which generally appear in combination are as followss

(i) & sharp and substantial incrcasc or imminent
increase of imports of particular products
from particular sourccs. Such an important
incrcase shall be a measurable one and shall
not bz determined to exist on the basis of
allegation, conjecture or mcre possibility
arising, for example, from the existence of
production capacity in the exporting countries;

(ii) these products are offered at prices which

are substantially below those prevailing

for similar goods of comparable quality in

the market of the importing country. Guch

prices shall be compared both with the

price for the domestic product at comparable

stage of commercial transaction, and with

the prices which normally prevail for such

products sold in the oxdinary course of

trade and under open market conditions by

other exporting countrics in the importing

countzry.
IIT  In considering questions of “market disruption™ account shall be
takeén of the intercsts of the exporting country, especially in regard
to its stage of developmaent, the importance of the textile sector to
the economy, the employment situation, overall balance of trade in tex-
tiles, trade balances with the importing country concerned and overall
balance of payments.
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V _APIRAISAL OF THE WORKING QF THE MFA

The Multi Fibre Arrangement (MFA) represented improvements over its

, predecessor in at least three distinct ways. Firstly, its coverage was
more comprehensive covering both cotton and certain none cotton textiles
and clothing products thereof, mainly, wool, man-made fibres and blends.

. Secondly, the MFA provided a set of guidelines defining the phenomenon of
market disruption. Thirdly, it explicitly provided for the process of
multilateral surveillance through the institution of the Textiles Survei-

llance Body.

Now that the life of the four year MFA is going to end on December 31,
19?7, it would be worthwhile to provide an appraisal of the major issues
in the working of this Arrangement. This section is drvoted to this task.
In this connection, two major studies on the review of the working of the
first three years have been completed, éne by the GATT's Textiles Committee
~as was required of it under the provisions of the MFA and the other by the
United Natiora Conference on Trademénd Development.ll Divergent perspectives
"of the participating countries on the deficiencies in the working of the
' MFA and need for amendments are also coming to the fore in several discussio
at various fora since December 1976 when the Textiles Committee of the GATT
formally initiated discussions on the guestion of the renegotiation of

the MFA and now when the formal negotiations among participating countries

on the futura of the MFA are currently in progress in Geneva and Brussels.
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The validity of the objectives of the MFA as stated in Artiqle 1
(and ¢ ‘sussed in Section IV in this paper)»remains unquestioned by all
the developing as well as developed countries. It may be recalled that
the MFA represented a reconciliation of the rights and obligations of
the exporting and impoxri ‘nyg; :ountries in the field of international trade
in "textiles" as a somewhat unique‘sector with special problems requiring
a framework different than the Safeguard provisions regulating imports pro-
vided under the GATT. In this sense, it attempted to represent a deiic&te
balance of intercsts of the developing countries as exporters of textiles

and the developed countries as importing countries of textiles. The real

question is whether in the implementation of the MF4, this balance has been
maintained as set forth particularly in Article 1:2 towards an orderly ex-
expagsiqnjsf the world trade« It is here that the perspectives of some

of the developed as well as developing countrics widely differ.

Before going to the discussion of some of the major points of defi-
cienciés in the working of the MFiduring the last four years of its
existence from the points of view of the develobing as well as developed
countries, let us reviéw the statistical picture relating to changes in
the situation on the front of production and trade in textiles for both
the groups of developing and the developed participating countries under
the MFA with special refcrence to the exports of developing countries of
Southcast Asia to the developed member countries of the Arrangement. In
this conhection, it must be pointed out that the data available to us re-

late to the period upto 1975 and in some cases for part of 1976. One
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should also keep in mind the difficulties in drawing firm conélusions from
such data which may re~ ect the effect of several other factors (like changes
in tastes or technology or product mix) than the pure impact of the opera-
tion of the MFA. The most important complicating factor in drawing
inferences about the likely impact of the MFA is the e conomic recession
which has generally prevailed in a number of developed countries in the

years of the operation of the MFA.

In Section II, we had reviewed some of the trends in the gTowth of tex~
tiles and clothing industries in the world during the period 1970-75. Against
this back drop, we provide additional Tables V.l to V.5 for highlighting de-
velopments in the trade of the participating countries of the MFA with special

geferénpe to sone of the important countries of the Southeast Asia.

During the period covered for the operation‘of the MFA, as shown in
Section II, production of both textiles and clothing in the developed coun-
tries declined in 1974-75 before recovgring in late 1975 and 1976. In the
case of developing countries, the production of textiles levelled off in
1974 and increased only slightly in 1975 whereas the production of clothing

A continued to increase in 1974 and 1975.

World trade in textiles and clothing, as may be seen from the data
presented in Section II, increased substantially during the period of the
MFA, with some fluctuations. It increased by about 20 per cent in 1974

decreased slightly inm 1975 and then revived sharply in the first half
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)

of 1976. Trade in clothing expanded both in 1974 and 1975 whereas

trade in textiles decreased between 1973 and 1975.

Table V. 1 shows the substantial growth of a number of developing
member countries of the Arrangement through the period 1970-75 which
includes part of the period of the operation of the MFA. The
newcomers among these developing countries have experienced a very
rapid growth of their exports of textiles and clothing during the
period 1970-75. Thus, compared to India and Pakistan among the older
Asian suppliers who recorded increases of.only 100 per cent and 26 per
cen# iespectively in these exports, the comparable rates of growth for
thé period in question were: Hong Kong: 170 per cent, Singapores 191
per cent, South Korca: 501 per cent, Thailand 1,290 per cents Phillip-
pines:.780 per cent Brazil: 966 per cent;Mexicos 450 pur cent, (8iombia:
914 per cent. Romania from the Eastern Trading Area also recorded a high
growth rate of 914 per cent for the period under discussion. Value-wise,
the three largest exporting countries of Southeast Asia were Japan, Hong
Kong and South Korea.

Table V.2 presents the picture relating to the Developed MFA
countries® imports from selected developing countries during the period
1973-75. Hong Kong and South Korea emerge as the two largest countries
supplying textiles and clothing from the group of developing countries
to the developed MFA countries.: This may be seen more clearly from Table
V.3 which gives the ﬁercentage share of selected developing countries

in the developed member countries! imports of textiles and clothing for



(9261 ¢az
") L1YD) LZ PIqELl ‘BUTYROTO Pue SoTIXe]

Y16 + By ol €L 8c vI  B*u 4 61
%9+ tevd 06T 8e1 LTT 16 0T 16 98
¥0Str 4+ Bru 2eu 861 6L 9¢ B'u  eeu 19
%6+ geu 8¢ 961 LT 9T ®su gy 62
WLIG  + 062 £Le L8T 00T Ly 021 g8 G
%637 + el cZe . 0lE (6]5%¢ 8T 162 692 062
996 + €LE ey gle 1 Ge ¢l g2T 68
BCET  + ¢t Tce €8¢ gve G691  voT 6wl GYT
%0CT  + 1€5 L9 LZG €9¢ e 61z 9rZ g6l
%08L + *e°y P Ge 11 g ey v 11
2BL3T  + ‘esu 29 Gy GT 91 e:u 6C 12 |
%9GC  + *By 68 L ¥ GZ ®eru 3 oL _
%06T°T + eeu 6€T el 17 ol eeu Gt Ge ¢
WNI6T 4+ LT 9T  eLT ]! ¢8 LIT 121 QfT
%92 + 60~ To17 9G¥ (3T  GzE 1 0€ LT _
%86: + "BU 986 6L 839 L6b e*u €97 10T
B106 + L6L*T  6bv¢T ¥8I¢T 619 66 €V1¢I 166 6VL ¢
%Lt + 929¢C TTv*T 160°C €91 L6 €£0°2.689°T H2h°T 6L
BLY + GGZE €ove 6I8°C 919°T L0ZT ZXE~ BTE 69 68V
GL-0L6T dbueyoy GL6T  vL6T €L6T TL6T (OL6T GLOT 16T €461 TL6T OLc
BbuTyz019 snid a113xX9L butyzod -
AN 9U2 .
Xopun $9TIjun0) Butdoreaag IdoyjlQ pue SOTIJUNOC) UBISY 3SEIaYINOS WOIJ SITO0

T°A 37191
1581



18-5¢€
V.2

Developed MFA Countries' imports from
developing countries

®00 0046038000080 000.0C00CQOD0O00CHEEOCOSE9#»#07a00004060000DBLGEE60O50P0009G600600000600OCOS000CECEEOIS

(Usy million) Textiles & Clothing Textile Clothing
absolute Absolute absolute
Change change change

From 1975 1973~75 1975 1973-75 1975 1973-75
All developing
countries in MFa 6,812 +1,540 1976 =34 1,842 +1,574
of which
Hong Kong 24290 + 597 284 -18 2,006 + 615
South Korea 1,399 + 452 339 +56 1,040 + 396
India 497 - 1 309 -109 188 + 108
Yugoslavia 411 + 63 32 -40 379 + 103
Spain 313 + 90 150 +44 163 + 46
Mexico 28 + 78 109 +10 174 + 68
Brazil 236 + 5] 187 +46 49 + 5
Pakistan 195 = 20 168 -29 27 + 9
Romania 194 + 44 41 -5 153 + 49
Turkey \ 176 + 52 94 +19 82 + 33
Israel 120 + 11 - 28 -4 92 + 15
Philippines 114 + 36 17 - 97 + 36
Singapore 114 -~ 28 19 - 8 95 - 20
Macao 114 + 36 4 -1 110 + 37
Thailand - 92 + 15 45 -1 47 + 16
Colombia 90 + 35 52 +14 38 + 21
Malaysia 62 + 39 25 +12 37 + 27
Haiti 33 + 15 10 + 4 23+ 11
Egypt 21 - 19 21 -19 - -
El Salvador 21 + 10 6 +1 15 + 9
Argentina 15 - 10 2 -8 16 ~ 2
Jamaica 7 - 1 - -1 7 -
Guatecmala 5 + 2 2 3+ 2
Nicaragua 5 + 4 3 +3 2+ 1

LJomlanka 3L 1 ¥ 2+, .1
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o

Kthe years 1973 and 1975.

n'pate during this period surpassing the value of imports from other deve~
é«.( *

lioped countries in 1974, Imports from the Eastern Trading Area also regis-

tered a substantial increase during this period.

Prima facie, it does appear that the MFA did not stand in the way of

;empansion of the exports of textiles and clothing from the developing coun~

. tries, especially the countries of the Southeast Asia, to the developed mem~
;fbér countries of the worlds As a case in pointy Hong Kong was able to pur~

;sue the model of labour-intensive export-oriented industrialization in which
5;the development of clothing industrx\played a significant parﬁ. The textile
Eiipdustry in Hong Kong in 1975 accounted for about 44 per cent of Hong Kong's

1exports and a significant proportion of labour force was employed in it.
%

The Development Research Institute at Tilburg (Netherlands) in a research
;ustudylz has concludeq that the "model of labour-intensive export—oriénted
;#ndust:ialization", of which exports of clothing was a very significant part;l
-ﬂ“has undoubtedly, from an economic point of view, yielded a number of sub-\

. stantial’ successes". It lists that the growth rate of Hong Kong's GNP in

% the period 1959-70 averaged more than 9 per cent per annum or almost double
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Share of Individual Countri.s in Developed Member
Countrics' Imports of Textiles & Clothing from Deve-
loping member countries

.co.o.--on..auoo-uouo.ooono.l-oloo.-uo.lononouu-iooeabno-oo.olo.l..oo....o-.

*In 1974 value was 2407 mill &

Origin Textiles & Clothing Textiles Clothing
, 1973 1975 1973 1975 1973 1975

Al1l Developing 5272 6812 2004  1970% 3268 4842
countries . . ‘

(5 mill coiof.)

of which:

lo_ HOng Kong 32.1 3306 , 15.1 14.4 42 .6 4144
2D Korea 1800 20.5 15-1 1802 1907 2105
3. India 9.4 T2 20.9 15.7 2.4 349
4. Yugoslavia 6.6 640 3.6 1.6 845 7.8
5. Spain 4.2 2.6 5.3 7.6 3.6 3.4
6. Mexico 349 ' 442 5.0 5.6 3.2 3.,‘6\;
7q Brazil 3.5 3.5 7.0 945 - 13 100
8.. Pakistan 401 209 908 8.5 0.8 0.6’;
9. Pakistan el 1.7 0.9 0.9 1.9 2.0|
10. Singapore 2.7 1.7 1.3 1.0 3.5 2.i
11. Thailand 1.5 1.3 2.3 2.3 1.0 l'd
120 7 Egypt C.7 0-3 109 1.1 - -

- Sources
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Impoxts of taggglcs and clothing by

doveloped countries in MFA

R % rise in annual
' : . 1976 rate

- (Us % 1970 1972 1973 1974 1975  1lst half 1970-76
million)

@905 0DNOCOCGDOGO@®EEDOOSSOOASD 00D

OﬂOocncoowoaananaooooncooeoauwoooeloonaonou.oeeoocboonnoo.oon.\.atn-;..lotoo..l

From other _

developad

countries 4,623 5,939 7,226 (,458 0,106 3,677 +59%
From

developing _ :

countrics 2,750 4,933 7,551 9,399 9,535 6,040 +339%
From Eastcrn

trading

area P25 638 1,010 1,247 1,225 588 +262%
Total = 7,700 11,510 15,357 19,109 18,918 10,305 +165%

L
V0PSO 00680DG00EIGOGOOB0DBOGO00DE0IEEEAOCB000B000000IEDRDOIEE 08FS ©0NSDASGIOGIOINSEE G

Ve5
Net tradc in toxtilos and clothing of
doveloped countri:s in MFA

#0560 0CC00D3ISACSNEO0O0NEC0E8000C0C0G600D00000000G0ERC0NCO0OC0VOCEDOOOCE®E0O0O0CSI0O00D008E000F§EC0000D

U5 » million)

1970 1972 1973 1974 1975 1976(1st

EEC +1,506 +1,044 +956 +699 -402 -815 half)
Finland - 5 = 21 4] 45 - + 24 + 15
Norway - 223 . 257 ~346 =427 502 -264
Sweden _ - 427 . 516 ~505 . =774 -871 -453
Austria - 3 - 9 - 66 - 70 ~147 nea

" 3witzerland - 70 - 150 233 @ -267 ~164 - 68
Canada 21,80 - 147 -040 -1,097  -1,104 =738

353 . + 1,692 .1-2,382 ~2.236, ~=1,739 -1,739 -1,218
Japan o _ apg *2,068  +1,112 +1,578 41,942  +1,003
Australia , , - 427 ~ 680 1,046 - 719 Neas

Sourccs Production and Trade in Textiles and Clothing, 1574, te
1976 (GAIT Com. Tex/W/35 of 29 October 1976, p.2S)
Notes

e

Exports (f.o.b) minus inports (cif), unl.ss otherwisc stated
2

“Bxports (f.o.bs) minus imports (f.0.b.)



18=62

the comparable rate of growth achieved on an average in the OECD countries.
It also lists the rapid growth of employment especially in the 1950's

high population growth and large scale immigration as a second successe.

bl

The study by the Development 3esearch Institute at Tiiburg cited
earlier acknowledges that the rapid growth of the clothing sector in
Hong Kong has contributed to “some fairlywimportant>mutations in the Qorid
market, which inturn were conducive to drastic readjustment processes
in the clothing industry of several industrialized countries®. The study
assérts that the Hong Kong clothing industry benefitted from the quota
system on imports of fextiles and clothing impoged by the developed importf
ing country more so because similar restraints were maintained by these
importing countries on imports féoﬁ»Hong Kongfs competitors among the de-
veloping countries thus pres?;ving the competitive position qf Hong Kong
with a sort of guaranteed‘access to the markets of the developed countries.
This factor was especially relevant before the Hong Kong's textiles and
clothing industry started feeling the impact of competitition from still
cheaper sourcés of supply of these products using similar modern techno-
logy like South Korea due to advantages of still lower wage rates. An
official review prepared by the Department of Commerce and Industry on
the history of quota controls also accéptg that the "development of Hong
Kong's domestic exports of cotton textilecs in the decade beginning 1950
was facilitated to a very considerable degrce by the access rights availa-

ble in-the markets of the main importing countries...which were not enjoyed
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to the same extent by Hong Kong's competitors“_.13 Hong Kong's industry

also took advanta;c of the non.inclusion of manmade fibrcs in LTA to re-
cord rapid growth in its cxports of clothing bascd on imported manmade
fibres and cottons Under the prevailing market conditions, Hong Kong
emerged as a sub-contractor for western trading houses and capitalists

of the industrial and commeycial capitals of the developed countrics.

The study cited above prepared by the Deveolopment Rescarch Insti-
tute at Tilburg poscs some serious quastions on some of the economic and
social implications of the Hong Kong's experience of the development of
the clothing industrye. These include, among others, significant concen-

A tratiﬁn of exports in a single sectOf, the cextremc dependence of Hong
Kong's industry on tho Western trading houses and industrialists (especia-
lly the Japanese multination#ls who invected in this industry in Hong

5 Kong) for dcsigns as well as orders for keeping its industry going, possi-
bilitics of exploitation of logcal chzap labour in terms of not letting the
wage rate as well as social security benefits to increase sufficiently
especially after the crisis situation of 1973-74, and setting up produc-
tion abroad by several Hong Kong manufacturers.l4 This stugy therefore
urgés further study of Hong Kong's cxperience to throw mors light on the

<$case for restructuring of the world economy based on "new international

T,

gidivision of labour".

Majority of the developing countries exporting textiles and clothing

;,(uniike Hong Kong, South Korea and Taiwan) concentrate on exports of rela



tively low=-value added»items (such as grey cloth, cotton yarn) for fur-
ther processing in the developed countries. And this pattern rgpeats it-
self year-after-yvar under the quota system established under the various
arréngements governing the international trade in textiles. The experience
of countries like India and Pakistan in the mill-mada textile products may
be cited as examples of this phenomenon. Under this system there is very
little incentive for the industrial units in the developing countries opera-
ting under sheltered market conditions in their domestic economies for
innovation, quality improvement and diversification of production and ex-
ports in items of highcr value added items cven whenh the potential for such
exports may existe This illustrates a type of “monopoly effects" of the

prevailing system of country-specific and product-specific quotase.

The developing countries of the MFA, through the UNCTAD forum, have
often voiced their concern that the balance of interests sought to be achieved
through the objectives of the Agrcement has‘in practice been heavily tilted
in favour of the developed importing countries and against the developing

countries.

The MFA (like its predecessor, LTA) is T egarded by most of the develop-
ing countries as "derogation" from the principles of the GATT. Despite the
fact that all restrigtions on imports from the developing countries under

the MFA (and its predecessor, LTA) are supposcd to be temporary in nature
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ramoved as early as possible with the help of adequate measures

towards structural adjustment in the importing developed countries in

line with the principle of comparative advantages in reality, the sys-

tem of such discriminatory restrictions has been institutionalised moxe

or less permanently on roll over basis for incrcasing number of products

and countries. According to a recent study by the UNCTAD's Secretariats

"The developing countrics accepted this derogation from the GATT

principles to avnid unilateral restrictions by impoxrting coun-
tries on. their exports of textiles-which might have been imposed
in certain circumstances in the absencé of a multilateral disci-
pline -and as a trade~off in the hope of certain advantages from
the MFA. The advantages related to adherence of the internatiora’
community to certain basic¢ trade and development objectives of
the developing countries in so fer as the textile sector was con-
cerned in an operative clause of the Arrangement and the undcr<
standing that appropriate economic and social policies would be
pursued as required by "c¢hanges in the pattern of trade in tex-~
tiles and in the comparative advantage of participating coun-
tries, which policies would encourage busingsses which are less
competitive internationally to move progressively into more via-
ble lines of production or into other sectors of the economy
and provide increased access to their markets for textile pro-
ducts from developing countries." Also among the advantages

for the developing countries were certain features of the MFA
relating to detemmination of market disruption, the minimum
level of quotas, growth rates, flexibility provisions and a

new machinexry for multilateral surveillance of international
trade in textiles and implementation of the provisions of the
Arrangement* 15 '

The above cited UNCTAD's study cites several difficulties faced by

the developing countries in the course of the implementation of the MFA

which lead to the conclusion that some of the basic objectives of the

Arrangement frqm the point of view of the developing countries were far

from being achieved.
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A few of the major difficulties faced by the developing countries in
the implementation of the MFA will be highlighted in the following para-

graphs.

The developed importing countries took meticulous care to resort to
the provisions of the MFA as well as restrictions inside and outside the
framework of the GAIT to ensure the avoidance of perceived market disrup-
tion whenever they desirede Being in a superior bargaiﬁing position,
uhder the procedures for consultations and negotiations for bilateral
agreements under threat of unilateral actions authorised for imposing
import restrictions under the various articles of the arrangement, ; num-
ber of developed importing countrios resorted to invoking these “rights®
and in the prdceés violated several provisions of the articles of the
ATangeneint ang iﬁ a nuaher  of cas.s have goﬁtan\‘awéy vty
such‘violations even when the Textiles Surveillance Body obgerved some
of thesé actions of the concerned developed impoxting cpuntries as “"not
being iﬁ'conformity“ with the provisions of the Ag;eement. .The history
of the virtual proiiferation of restraints imposed by the developed import-
ing countries on several textile products of the developing exporting
countries under various articles of the Arrangement during the period
April 1974 to September 1976 and the observations of the TSG on'the consis-
tency or otherwise of most of the actions nétified to this Boay is fully

recorded in a recent document by the TSB.l6 Looking at the unequal strength



e e

Sl

18- 7

of the negotiating parties, it is necessary to point out here that there
are hidden pressures which reduce the willingness of the affected develop-

ing countries to cven refer the cases of "injustice" suffered by them to

the stage of secking opinion of the TSB. Even so, this Report makes an
* instructive reading on the number and nature of new restrictions faced by

* many of the developing countrics .from a large number of participating de-

veloped member countries during the first 2§ years of the ﬁorking of the

MFA. It appears from the reading of this Report that in operation, the

MFA, has turned out to be on balance more restrictive than liberal in providing

additional access to the markets of the developed importing countries to the
extent originally designed in the bilateral agreementss From the recent news-
paper,accounts of the unilateral restrictions imposed by some developed im-
porting countries (such as Australia, Cunada, U.S.As, France and the ZEC)
in a number of cases confimms that the rise of protectionist lobby in the
face of economic recession during the period of the MFA, especially in the
latter half of its period, has succeeded in reducing the access of the de-
veloping exporting countrics of textiles and clothing to the markets of

the developed importing countries.

The chief difficulty faced by the develop;ng exporting countries in

- the implementation of the MFA has related to the non-quantification and
v lack of systematic demonstration of "harket disyuotion" whenever restraints

;wgre sought by the developed importing countries under Article 3 of the
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Arrangement. Restrictions on the grounds of “market disruption" (or im-
minent threat thereof) have been. invoked by a number of developed import-
ing countries in the case of "non-comparable" products where the direct
subétitution effect with import- competing domestic product would appear

to be negligible.

Severél points of logic need to be reasserted here lest their rele-
vance is forgotton under the political pressure of protection lobby within .~
the developed importing countriess It needs to.be emphasized at the
outset that rising imports need not hurt the interests of the domestic pro-
.ducers and what would be most relevant comparison for measuring alleged
"market disruption® woﬁld be a comparison of the imported products with
diréctly import-competihg domesfic products "end-use" wise. A marketing
approach is required for clarifying "directly competing products" taking

"into the consumer behavicur towards comparable imported and domestic

products according to the end-use of consumption.

Tﬁe relevance of the marketing approach based on consumer behaviour
in the tektiles and clothing market was recognised. in the GATT's Study
on Textiles of 1972. This study pointed out that the "main development
in marketing techniques was the establishment of the consumer identity,
in the sense that the te#tile and the clothing industries are becoming
more market oriented".17 This study went on to clarify that the "“consuming
market is;no longer one large,homonenebuﬁwéé%t?;exgept fpr‘some.e§§gntigls,

'e.g., hosiery, underwear, but instead a series of distinct segmental markets®
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The point of using segmcntation analysis for comparing products for
measuring the markst disruption effect may be illustrated with reference to
the latest market data made avgilable-to us on the average priccs of woven
synthetic}fibre and cotton éhiffs imported into Austria from various coun-
tries. This data is prosented in Table Ve6e It needs to be amphasized
from this data that even for a product of a given fibre, say OCotton shirt,
at any point of time, say 1973, the shirt costing 51.20 Austrian schillings
impoxrted from Koreca or say the shirt costing 55.87 Austrian schillings
importedtfrqn India would be a poor: substitute for the consumer for fhe
shirt costing 156.40 Austrian schillings importéd from Italy. The same
thing is likely to apply to a domestically produced shirt in the higher
end of price and quality spectrum. It is highly unlikély that the
customer for the imported good in the higher price range with diffcrent

expected standards would directly be competing with the shirt in the
much lower end of the pride and quality spectrum. Thus, the point

v= wish to make is that it would be misleading to believe that "a

shirt is a shirt" and lump together all imported shirts and compare them
>with the sale of a domestically pﬁoduced shirt or to computec an

averagé ratio of imports of shirts from ail developing countries to

the tofal consumption of shirts in the domestic economy ééékingﬁto
justify restrctions on imports of cheap shirts from the developing
countries. What is required for this purpose is a segment by scgment
analysiss We shall return to this point iﬁ Section VI dealing with sue

ggested approaches for the renegotiation of the MFA.

Yet another point reinforcing the above conclusion of misleading i
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Average Prices of woven synthetic fibre and

tion shirts imported into sustria _
TUUTe72 1073 1974 1975 Ardl 1972 1973 1974 1975 Mar. 1976
HeSa A.S. Hede neSe 1976 e neSe “.S_. “.S! a-S.
’ A-S-
German
Foderal &

Republic 81.71 9232 81.10 86.08 94.74 75.95 98.0 123.9 121.6 13644
Italy - 72.89 103471 98.20 99.59 53.29 114,10 156.40 129,35 177.32 87.08

Switzer-
land 110.04 136.29 109.40 129.62 158.12 86.95 137.80 121.62 150.60 176.73

Portugal 35.72 43.31 42.31 60.01 69.33 35.50 36.80 45.45 41.90 47.73

Yugosla~
Via 34,02 44,81 23.74 34,30 45.75 82.30 108.90 111.75 93.30 54.81
Romania 30436 31.24 40,75 32.70 28.49 32.1 50.0 - - -

Hong.Kong 32.57 43.59 50.70 41.33 39.78 36.75 52.30 63.70 56.75 58.85

Singapore 37 64-07 »:‘3070 37060 39 046 - e - 41050 38014
Israel 42.17 30.80. - - - - - - -
TimOI'/ - . 47.34 35.10 ' 32.83 - - 63.15 53.40 42.36
Macao N

India - - - - - 52.90 B55.87 63,60 57.10 56.88

Malaysia 37.0 53.70 43.50 -39.20 35.03 49.10 54611

Korea E

cho of 30.50 31-66 40,50 30.80 3].048 - 51-20 - . - 83033
Sri

Lanka - - - - 42.69 - - - - 46493
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of using the increase in the ratio of import to apparent consumption
_ for measuring market disruption relates to genuine changes in consumers"
preferences. This point was also stressed in the GAIT's Study on Textiles

in the following wordss:

“The expansion of the younger age group of population has reversed
the traditional flow of fashion, and this has, to some extent,
influenced the more older, more affluent, age levels. Moreover
the rising purchasing power of the young people has been reflected
in a more pronounced fashion consciousness which  has been instru-
mental in the emergence of leading designer of clothing to satlsfy
the growing needs of the mass market"19

In addition, several developing countries have felt that the re has not
been adequate adherence to the concept of ¥ proper measure of equity” (Arti-

cle 342) in cases where market disruption is supposedly caused bybimports

from more than one participating countrye.

Similarly, the concept:of "cumulative market disruption” has created
serious musunderstandings in the implcementation of the MFA. The recent
Report by the UNCTAD Secreyariat cited earlier has the following to say
on this subject:

YThe concept of "cumulative market disruption™ is extraneous to

MFA and is being used by the importing countries to overcome the
rigorous criterion laid down by paragraph 2 of article 3 which
restricts action"™ to the precise products and to countries whose

exports of such products are causing market disruption as defined
in Annex A." 20

The major expectation under the provisions of the MFA towards appro~
priate steps to be taken by the developed importing countries seeking to

impose temporary restrictions S0 as to remove them over time through
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appropriate long term measures for adjustment assistance under Article

134 has been beliede. Several studies on the problems of adjustment
assistance in the developed countrics such as by Caroline Miles, UNCTAD,
Marvin Fooks Gerhard Pels, (Institut fur Welwirtschaft (Kicl) and the
Development Research Institute at Tilburg are agreed that the adjustment
assistance programmes have generally not been gndertaken in most developed
countries specifically to mect the response to increased imports from .

the LDOs2!

+ The main exceptions to this statement are: the Us5. Scheme
under PL 93-618 of the earlicr United Kingdom Cotton Industry Scheme

and the more recent scheme for assistance to the textile and ship building
industries in the United Kingdoh} NMcst of these export studics are agreed
that wherever such adjustment schemes have been put into action, they have
achieved a result which is oppositu to the desired restructuring of indus—
tries in favour of industxries oxr products within the sama industry whsre
the concerned developed country has clear longer lasting comparative

cost advantag: over developing countries for similar activities. The
following excorpt from the Kici study referred ta carlior for the caée of.
Federal Reﬁublic of Germany (FRC) is cited to illusﬁrate this point: "The
structural policy instruments used in the FRG ietard structural chan9051'
more than they support it. This applicd also fér those édjus£meﬁt reduine-
ments which are causcd by increased imbor%s from LDCs; Sb far, the availa-
ble structural policy instruments haye served mainly to conserve existing
structuress withcut ex&eption, it has been neglected to initiate
anticipatory mcasures in time so as to induce the factors of produc-

tion to transfer to these sectors ‘in which the FRG will enjoy locational

advantages in the long run22.
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The TéB has been a unique experiment in ﬁultilateral surveillance
and international economic cooperation in the field of supervising the
MFA governing international trade of participating countries in "toxtiles".
There is in fact "no precedent or parallel in international trade rela-
tions for a Body of this kind“.23 In the absence of the MFA, the developed
countries with surpluses in their balance of payments in theif'capacity
as CONTRACTING PARTIES to the GATT could take emergency action on impdrts -~
of emergency action on sharp and substantial imports of particular prs-
ducts only under the safeguard procedure laid down in the Article XIX
of the General Agreement on Tariffs anc Trade in a Aon—discriminatory
manner. The text of this Article is given in Appendix V.1 to this
sectione ' Jan Tumlir has conmented-on:the procedurai requirements of this
Article as "™too exacting® in that the countxy invokiﬁg it risks retalia—
tion subject to the approval of the CONTRACTING PARTIES ri%ks'paying
too much in the form of compensation which is regarded as ejuivalent con=
-cessions whiéh satisfy the affected participating countries and at the
ame ?ime "too lénient" which would allow emérgency ﬁrdtection to become
mQreior less permanent.24' The specific provisions o} imposition of dis-
criminatory resfrictions on the specific sector of "textiles" in case of the
fear of market digruption due to sharp and substaﬁtial increasés in imporxts

subject to justification procedures under multilateral surveillance through
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a standing body like the Textiles Surveillance Body without giving up
the GATT rights were designed to meet the problems with the safeguard
procedures laid down in Article XIX of GATT. In fact, this was the
prin¢ipal reason why the developed countries were keen to negotiate such -
inﬁernational agreements as the MFA (and its predecessors LTA and the
STA) at least for onc of the most sensitive sectors of world trade
("textiles" ). Thus, viewed in a broader context, the TSB was to be a
Test Case for experimenting with the modifications of Article XIX of the
GATT which would allow discriminatoxry treatment of disruptive imports
soﬁrce—wise and product-wise subject to multilateral surveillance which
would not give unlimited powers to tha country invoking such restraints
to make them pgrmanent. Viewed in this light, the TSB has not been able
to function as effectively in its surveillance and refereeing roles as.
would be desirable from the point of view of the ;ffective implementa-
tién 6f the MrA in lotter and spirit. The main reason for this has been
the léék of effective power with the TSB to enfoice the implementation

of'its decision or impose any penalties for non-compliance with the recom-

mendations of the TSB in cas¢ of disputes referred to it by any participat-

ing country. 1In several cases, as has béen pointed out in the Report
of the TSB to the Textiles Committee cited earlier, participating coun-
tires have not even provided full information on the issues falling within

the provisions of the TSB.
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The work of the TSB has also been affected to some extent by the

. composition of the TSB. The TSB adobted the guiding principles of “impar-
tiality and the pursuit of conciliation" for its work and laid down that
even though the members of this Body.will be representatives of countrics
nominated by their.respeétiQe goverments, they will also be expected to
act independently in their personal capacity and may not vote on a case

in which the members own govermment is directly involveds 4s can be seen,
it has not always been casy to achicve such a balance in the judgement

exercised by the memberss

The country-wisc representation of the members of the TSB for the
years 1974 to 1977 is listed in Appendix V.2 to this section. Over time,
the general procedure involved in constituting the membership of the
Committee haétbeen such so as to give permanent seats to three countries,
namely, EEC, Japan and USA, one scat to other Western Europcan countries
(especially the Nordic countries), one seat to be shared between Hong
Kong and South Korca, 1 seat to be shared among Egypt, India and Pakistan,
1 scat to be given to a Latin American country and 1 seat to be shared by“
3 to ~ countries by rotation over a yoar;: The Chairman has been a per-
manent member since the inception of the TSB. The choice of the Textiles
Committee of the GAIT for the Chairmanship has been a former Ambassador
of Switzerland, Mr. D. Wurth. The ailotting of three permanent scats to

the EEC, Japan and USA has led to some criticism about the biases imparted
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to some of the decisions. The abscnce of representation of Australasia
on the membership of the TSB in any of the four years is strikingly no-
ticeable wben oné cdnsiders the pattern éfygeographical representation
of £h¢ major tektiles producing and tréding"countries.

veloped Countries' Pogition on the Working of the MFA

When the developed countries negotiated MFA towards the end of 1973,
they did not forecast that a recession in tﬁe eéonomies of most of the
devel oped ecgqanies'which was to last for much of the period of the
lifo of the MFA was round the corner. The continuation of stagflation
with rising unemployment and declining output in the textiles aﬁd cloth-
ing industrics and increased inflow of imports in the textiles and cloth-
ing products as permlttud 1n thn various bllateral agrecements concluded
under the prov151ons of the MFA into the markets of the part1c1pat1ng
developed countrles led to the emergence of a strong protect1on15t lobby,
especially 1n the LhC which is the largest slngle market in textiles and
clothinge Under the market condltlons provalllng in an otherw1se old and
“eick" domostlc industry fac1ng economic difficultics in a number of
.countrles, the polltlcal presguro of protbctlonlst lobby has led the
governments of a number of developod countr1 s towards the view that the
working of the MFA has not been able to be sufflclently effective in
preserving the interests of thasc countries for avoiding sherp and sub-

stantial increases in imports from the low-~wagc and low cost countrics
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from the developing couhtries as welltas Eastern Trading Arca.

" The case:for increased strlctlons on Ychecap imports" of tex-
tiles and clothing in some of the EEC countrics is being argued by the
domestic industry (or the associations of employers to the European x
Textile and ClothingAInduétries), the trﬁdo unions (and the associations \
related to the European Trade Union Committee) on the grounds of serious
disruptive effeccts of increcased imports from the developing countries
(as also some of the countries of the Eastern Trading Area) maiﬁiy
on the grounds of thc1r harmful LfoCtS on employment, market penctration
and the share of the markct left for domestic 1ndustr1es, dlsproportlonate ’
burdcn shar1ng of 1mports from developlng countrles into the developed
countxies and benefits reaped by a few dLVQlOplng countries and balance
of trade in this sector. Wo will briefly summarisc the position on eabh
of these issues and offer some critical comments on the validity of the
positions.
1. Effect on Unemployment: According to the Cooxrdinating Committae of
the Textile Industries of the EEC (COMITEXTIL), between 1971 and 1975,
the number of workers employed in the textile 1ndustry in the EEC coun-
tries was rcduced from 2 mllllon to about 1.7 mllllon (or by about 17 per-
cent) and in the clothing 1ndustry from about 1.3 million to about 1.1
million (or nearly'13 per cent). The picture of'unemployment ih these

industries of course varies from country to country with U.K. and France
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facing the greatést difficultieé in thisirespect. The Buropcan Trade

Union Commitiec in a recent position paper. (dated October 20, 1976) on
the rene&al of the Multi Fibre Agreement categorically stated that "There
is no doubt that this rocession 1s—mainly due to theevolution of foreign

s

trade ‘and, more specifically, to the pressurc of cheap impoxts.”™ Both

. -t

a

the Trade Unions and the manufacturers are agreed on the harmful effects
of continuation of the policy of cheap imports from the developing and other

countries

In addition to the problem of .numbers,. thHerc are a few other aspects,

ARV e

‘of the unemployment prqplem in the textiles and the clothing indusfr?ps,;‘“
These relateAto the work force constituted to a largé extent>by femalé wgrkgrs
or minority worke;;Aor imﬁigrantsAand workers with relatiQely low qualifica-
tioqs; These indﬁséiies are also concentrated in certain regions of the coun-
trics where they are th:o major source of employment of the+local work forcé.
These charactcristics make it Qery difficult. to move labour force to other
activities. Therc is the additional problem of the political® force of the

workers thrown out of their jobs which no democratically elected government

can afford to ignore.

While thg'qualitativc;y,different naturc of the unemployment problem
can well be apprcciated, it is our contention that the inflow of imports

from the developing countrics are not the major cause of the increasing
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unemployment problem in these industries:;hich have been experiencing
economic difficulties for quite some timejnow. \Analytically_speaking,

the rate of ¢ rowth of ﬁnemplcyment can largely be explained by the operatioé
of cconomic recession, increases in the productivity of labour biought
about larguly by the use of .labour s§ving technology and changes in the pa-
ttern of consumsr expenditure duc to changes in tastes at a tiﬁe when ine

creasing unemployment and inflation plague the domestic economys

saveral research studies carried out by the economists of the developed
countries support the hypothesis that increased imports of textiles and clow
thing from the low cost developing countries (not just low wage countries)

ar> not mainly responsible for the woes of these industries in the develop-

ed countries in rccent years and in fact such a competition helps in the o
cess of long torm rcadjustment of these in&ustries‘in the devcloped éouhtxiéﬁ
towards the product-mix with comparative advantage. The followiné excefpﬁé:
from a study of the Buropean Clothing Industry by the Development Research

Institute at Tilburg would throw light on some aspeccts of the prdblen

. . 2
under discussions 5

"Compared to the industry as a whole the growth of productivity in the
Europcan clothing industry has lagged behind alarmingly.. The discre=
pancy between the growth of productivity and costs of wages is un-
doubtedly one of the clements that has affected the cost price.une
favourably and has bcen detrimental to competitiveness on an inter-
national levcl... A great deal of imports are coming from subsi-
diaries or sub-contractors abroad, especially in Germany and in
the Netherlands... : -

Concerning imports from low wage countrics, it "eppears incorrect
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to earmark these as primary problem: raisers in the clothing industry;
rather they served as the proverbial straw which - because of the
structurally unhealthy condition of the clothing industry - breaks
the camel's backe In one sense the accelerated growth of imports
could even be seen as consequential to the problems, so far as the
international orientation of the clothing trade has created a snow-
ball effect. All this does not alter the fact that these imports
have a definite significance at the moment. Larger and financially
more substantial companies use the imports from low wage countries
to safeguard their positions within the sector at the expense of en-
terprises which are smaller and less secure financially. Because
of this the tendency to concentrate and centralise will be forti-
" fied and the breakdown process will accelerate”.

Resea;ch studies of the effect of import growth in the U.S. énd West‘Ger—
many cqﬁfirm that on balance, unskilled workers do tend to suffer in.some
sectors like the textiles and clothing industries but the economy-wide
effects of such a move are smalls If one fakes into account additiosgll'
exports generated as a result of increaséd imports permitted, the net
effect on'jobs lost is negligible. Frank Walter's study for West Ger-
mqny,indicates that in all.manufacturing industries combined, the.direct

displacgment of labour between 1962 and 1975, by causes, was as follows:26

uge : Direct Displacement of labour
(in_thousénds)
(i) Changes in labour

productivity . 6,531.1

(ii) Growth of imports . ‘
from all sources : 1,684.4

(iii1) Growth of imports ‘
. from LDGCS . 132.8 -

In one set of projections in the study being citeﬁ, the displgcemepy

L
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of labour from sustained rapid growth of increasing imports'of LDCs
between 1973 and 1986 was estimated -at 846,200 offset partly by
406,200 additional jobs directly due to increased exports to LDGCs.
The net loss of 446,000 jobs in a period of 13 years was likely to be
much less than the average displacement in this period as a result of

technical progresse.

Yet another ;tudy of selected characteristics of ten West German
industries exposed to the competitive pressure of imports by Gerhard
Fels throws light on some of the related issues in the cas; of textile
industry as well as clothing industries. W2 have presented these
aspects for these two industries and comparative picture for the manu-
facturing sector as a whole in Table Vele A few surprising results can ba

seen from this Table.
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JABLE V.1 _

Selected Characteristics of West German
Textiles and Clothing Industries Exposed

to Competitive pressure of Imports

Period Textile Clothing Mahufacturing

Total‘

Sharc of total
increase of imports

From LICs®@ ‘ 196270

Regionag Concen-
tration 1970

Share of Female
employeés in
total . 1966

Effective rate
of tariff -
protection 1970

Value added per
employee 1970

Wages and salaries
per employee® 1970

Rate of Return on
physical capital® 1970

Labour saving
effect of gross
fixed capital

formation¢ 1964-70

13.70

0.53

54470

21.20

84.20

78.10

103.80

0.95

8430

0.43

82.20

21.50
58,40
62450

162.90

0.77

100.00
0,719
29.80

11.90°%
100.00

100.00

100,00

0.57
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TABLE V.1 (Contd...)

Manufacturing total 100

Coefficient of Variation for industry shares in manufacturing
employment by regions

Relation between the rate of increase in physical capital per
employce from 1964 to 1970 and the rate of gross fixed capital
formation as given by the ratio between the accumulated capital
formmation vintages, 1964~70, and gros’s fixed capital stock-in
the base year 1964.

.Weighted mean
Does not include food, beverages, and tobacco.

Sources Abridged from Table 2 in Gerhard Fels, "Adjustment Assis-
tance to Import Competitiony® in Hugh Corbet and Robert
Jackson (eds.), In Search of a New World Economic Order,
Ope Cites Ps252
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The data provided in Table V.1 shows that both the textile industry
and more so the clothiné industry are regionally more evenly distributed .
than total manufacturing. The shriﬂking of these industries m;y,
therefore, lead to é ﬁoré unéqual regional distriﬁution of industry.
The share of female workers quite expectedly is P¥cher in both these
industries compared to the manufacturing secter as a whole. }It
should be noted that the effective rate of tariff protection is much
higher for both these industries compared to the manufacturing,
sector as a wholes The wages and salaries per employee in both’'clo-
thing and (ro=: sc fer) textile industries is below the average for
the manufacturing sector. However; for both textile and (more so far)
clothing industriés, the rate of return on physical capital is above <.
the average for the ﬁanufacturing sectore It i3 also clear that
the pattern of investment in both the textile and clothing industries

was more concerned with labour-saving than is normal.27

Even though comparable data is not available on all the related
aspects of the impact of increased imports of textiles and clothing,
the pieces of information presented above lead us to hypothesize
that the hammful effects of increased imports of textiles and
clothing from the developing countries on the employment situation
in these countries are being exaggerated, particularly when the

impact of likely increase in exports from the developed countries
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to the developing countries is also to be taken into accdunt.

In fact, a relevant question in conngction with shutting off
imports of textiles and clothing from the developing countriespis
whethér‘the industry in the developéd countries will find it worthwhile
to ?r&duce such low-contribution iteﬁs és were being imported earlier.

Rocueing such imports may not improve employments -

In feot, if oqe‘fhihks of the hénnfu; effects of curtailment of
the exports of teifi;es and .clothing, especiaily handloom based ex~
» porfs, from ﬁhe developing countries on the employment situation, one

will easily rationalise that there must be some truth in the state~
.ﬁent that one job saved in the debelqped countries through restraints
on tﬁe imports from developing countries would mean 100 jobs in the
developing countries.28 There is moreover a further consideration.
Rzgession spread to a fgw developed countries rﬁrts developing coun=
tries; pexrhaps more severaiy, and they are not as well equipped to

cure the impact of such a recessions

Th. dorwestic sales difficulties of'textiles and clothing appear

~ to have been primarily of a cyclical nature. A relevant question

in this respect relates to how trade and structural adjustment toWaids '
long run comparative advantage lines will be conducted in future when
cyclical ﬁbturn gains momentume In this respect, the Kid study cited

éarlier gi#es the followihg advices
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"1t would probably be of little sense if during the course
of a cyclical uptush new jobs were created in these branches
which in the long run w111 be 3eopard1zed again for structu-
ral reasons."” Ti:is szhudy in fact goes further in temms of
advice on policy relatlng to this issue to say that there is °
"much to be said fex then seizing the opportunity of the mo~
ment and satisfying cyclically rising demand as far as pos-
sible through additional imports by e}iminating still exist-
ing bér:ig;ﬁ to trade®. (it-lics ours;29

2 aate of Growth of ts from the Dcvalooinc

and Tnport Pongtration Rafios

The provisions relating to the growth of 1mports from the countries

with whlch bllateral agreements’ on restraints were to be concluded 7
under. the MFA; the importing country was normally obliged to continue

to allow imports of "L xtiles" at tlia luvel of such products during

the 12 month period prior to the Feginning of consultatlons on the
agreement. It was further stipulated that should the period of the agree-
ment go beyond a year, the exporting country was entitled to increase'

its exports of its products to the 1mport1ng country by not less than

6 per cent annually.

These growth provisions under the bilateral agreements‘clearly;V
bring out the impqrtance of the "base line" from the point of,view of
the reéeiving countriess To illustrate, a 6 per cent growth rate cal-
culated by reference to a 50 per cent import penetration represents
growth in the first year of 3 per cent in the domestic market whereas

f

a 6 per cent growth rate calculated by reference: to a 5 per cent level

of import penetration represents growth in the domestic market of the



18-87

importing country of merely 0.3 per cent in the first'year. Citing

this example, a recent Background Report of the EBuropean Communities
\Cbmm;ssionldated March 30, 1977, declares that "Even the first situa- |
tioﬁ'c;n be handled in aﬁ expanding markets The trouble in the Com-
munity has been a stagnating market because of economic recession,

while foreign goods have continued to follow in' (p.2).

-

The u.s,; realizifg the importance of controlling the base 1ine,
had quickly negotiated bilateral agreements. The EEC could not do so

due to the need for harmonization of the policies of all -the member coun-
tires. Accordingly, some of the developing countries (duch as Thailand)
concentrated their efforts of ingreasing export§ of textiles and clothing
to the EEC markets before bilateral agreements could be negotiated with

them.

) Britgin and France strongly feel that the EEb has absorbed a dig-
proportionately larger proportiop of increased impoxrts from the develop-
ing counfrics(notably Hong Kong, South Korea and Taiwan) to the deve-
loped MFA' countries. Thus, between 1972 and 1975, the Community absor-
bed neérly 72 per cent of the total growth in textile imports of all

industrial countxries.

Similarly, the U.S. has managed well to keep the ratio of imports
for consumption to apparent domestic market for textile and apparel

(clothing) products in the range of 14 to 15 per cent for cotton based
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s

products, in the rahgé of 26 to 20 (actually declining) for wool-based
products and 7 to 6 per cent (again slightly declining) during the

period 1973 to 1975.%

However,the import penctration ratios fox se= -
lected_groups of products were much higher. The European Communities
Commission Background Report daféd March 30, 1977 cites the foilowing
figures for the share of the Community Market accounted for by imports

from third countries in 1975 for selected products:

(1) Cotton fibre 20 per centf
1) C&scoptinuous man-made fibre . - 24 per cent
<(iii Ladies" topg and blouses 40 per cent

tiv) Sweaters and pull-overs 25 ‘per cent

(v) Cotton Cloth 40 per cent

(vi) Men's shirts E.. per cent
(vii) Trousers _ 30 per cent

We have already pointed out in this section that the impbrt pene-
tration ratios of the type listed above should not be used as a guide

for detexrmining “market disruption."

It should also be noted here that the participating countries in
the MFA with which the Community had agreements represented only one sig-
nificant portion of the Community's total textile imports. A signifi-

cant proportion of the Community's total textile imports came from coune



18-89

tries outside the MFA (for example, countries of the Eastern Trading Areé)
and more importantly from thoée countries with which the EEC has a special
relationship (for example, ACP countries under the Lome Convention). Im-
ports from these associated countries are difficult to control and are
likely,s in some cases, to have greater potential gf "market disxruption"
than products imported from the MFA developing countries. Yet another
danger in this direction can come from subsequent unrestricted fransfer
of goods subject to quotas between member countries where scope exists
for private parties to beat the complex rules of origin laid down for

this purpose.

The U.K. already had high import penetration ratios when it entered
the EEC due to its preferential treatment of the goods of the Common=—
wealth Countrieé. The EEC has speeial preférences for countries of the
ACP and Medeterrean area. Considering these set of factors and the mecha-
nic;\of the growth rates of imborts from the MFA éountries, it is not unne-
tural that the import penetration ratios should héve turned out to be
higher than, for example, in the U.S. situation. Thus there are further
grounds to argue that higger impoxt penetration ratios should not be used
as an argument for imposing additional restraints on impoxrts from the
developing countries just because the scope for reducing imports from
other sources is limited and the poor developing countries are completely

at the receiving end.
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3. Net Balance of Trades unother argument advanced, especially by the
European Textile Clothing Industries Associations £or further restraints
on the imports of textiles and clothing from low=cost sources of supplies
relates to the net balance of trade for this sector. As may be seen

from figures in Takble V.5 that the net balance of trade in textiles

- and clothing which used to be in surplus in the early 1970%s ($941 mil-

lion in 1971) turned into a deficit of $846 million by 1975.

We have already pointed out to the mislecading nature of this concept
of net balance of trade in S:ctor I. Vo wuld like to restate that if
net trade in other products closely rclated to "textiles" industry is
taken into account, the picture could well be reversed even for 1975.
Here we would like to assert that the concept of sectoral trade balance
such as net trade in textiles and clothing (unlike the concept of over-
all balance of payments) is irrelevant for formulating public policy

and its use would only put clock backward to an era éf mercantilisme

4e _The privileged Agge;glto thg Markets Yet another argument cited

by some of the trade negﬁtiators and businessmen in a few devéloped CcOUn~
tries justifying reversal of liberalism in the new circumstances of
recession relates to the belief that the developed countries have
politically granted the privilege of relatively liberal access to the
developing low-cost textile producing countries in the lucrative markets
of the developed counfries. According to this argument, easier access

to these markets is not a matter of right for the developing countries.
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The latter, in fact, continuing this line of reasoning, are benefifted
by the guota system of imports of textiles and clothing by gainiﬂg a
degree of certainty of the size of the market whicﬁ will be available
to them in the markets of the developed countries. Thus, it is argued
that given a reasonable choice of accepting more restricted access to
the markets of the developed countries under the rgcessionary condi-
tions the developing countries are likely to aécept it é&pecially in
view of the “guaranteed" size of the market cﬁmpared to the alternative

of uncertaiﬁty and probably more restrictive quotas.

| It must be pointed out here that the "privileged access" argument
has political overtones which put it beyond the scope of purely gconomic _
rationale for free trade system. It smacks of stronger political and
Veconomic'power of the developed countries in dealing with the develop-
ing countries even in matters of enlightened self-interest such as
trades I: ;ursged further, this argument is l;kely to sharply add to
divisive eleﬁents into interhational politics and lead to'further dis=
criminatory pattern of trade which is most likely to reduce the eco-
nomic welfare of the worlde Ti's trond eould very well lead to a game
theoretic situation in which trade favours would be exchanged for other
favours-~both economic and non-economice In the end, the biggest casua-
lity of such a power g;me would be the gconomic rationald for trade

among countries of the worlde That would certainly take world suffi-

ciently backward in terms of economic progress. The existing bower
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relationship betwgen the developed and the developing countries, admnittedly
being between unequals, must not be exploited by the stronger party in
pursuing such policies which would ultimately hurt their own enlightened
self-interest as well as the Iong~texm economic interests of the world

as a wholes

CONCLUSION: We would conclude this section by observing that the-
basic objegtives of the Multi Fibre Agreement are valide Compared to
its prédecéssor (LTm), the MFA has certainly represented an improvement
in regulating world trade in "textiles". However, progress towards the
kdhg temm abjectives &4f achievihg strvctvraf changes among developed
and aeVeloping.countries in line with the pattern of comparative advantage
through appropriately designed and administered adjustment measures has

not been muche

There have been indeed several problems in the implementation of the
MFA. In general, the problemns perceived by a number of developing as
well as developéd countrias have been somewhat exaggeratede. These pro-
blems are difficult but not insolvable. The next section suggests
a framework of the guiding principles for renegotiating the MFA with a'
view to improve its working keeping in mind the interests of both ex-

porting and importing countries.

R IR B R R
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APPENDIX V.1

TEXT OF ARTICLE XIX OF THE GENERAL AGREEMENT ON TARIFFS AND
TRALE .

Emergency Agt;on on Imports of Particular Products

1, (a) If, as a result of unforeseen developments and of the effect

of the obligations incurred by a contracting party under this Agree-
ment, including tariff concessions,; any product is being imported igto
the territory of that contracting party in such increased quaﬁtities
and under such conditions as to cause or threaten serious injury

to domestic producers in that territory of like or directly competi-
... tive products, the contracting party shall be free, in respect'of such
product, and to the extent and foxr such time as may be necessary to
prevent or remedy such injury, to suspend the obligation in whole ox

-in part or to withdraw or modify the concession.

(b) If any product, which is the subjéct of a concession with res-
pect to a preference, is baing imported into the territory of a contract-
ing party in the Eircumstances set forth in sub-paragraph (a) of this
paragraph, so as tb cause or threaten serious injury to domestic pro-
ducers of like of.directly competitive products in the texrritory of a
contracting party which receives or received such preference, the
importing contracting party shall be free, if that other contracting
party so requests, to suspend the relevant obligation in whole or in
part or to withdraw or modify the concession in respect of the pro-

duct, to the extent and for such time as may be necessary to prevent
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or remedy such injury.

2. Before any contracting party shall take action pu;suasi to the
provisions of paragraph 1 of this Article, it shall give notice ?n"writ—
ing to the CONTRACTING PARTiES as far in advance as may be practicabie
and shall afford the CONTRACTING PARTIES and those contracting parties
having a substantial interest as exporters of the product concerned an
opportunity to conéﬁlt with it in respect of the proposed action. When
”sugh notice is given in relation to a concession with respect to a pre-
feéénée, the notice shall name the céntracting party which has reques=
ted the action. 1In critical circumstances, where delay would cause da-
mage which it wo@ld be difficult to repair, action under paragraph I

of this Article ma§ be taken provisionally without prior consultation,
on the condition that consultation shall be effected immediately aftexr

taking such éétion.

3. ‘(a) If ag}eement améng’the interested contracting parties with res-
pect to the action is not reached, the contracting party which pro-
poses to take or‘continue the acfion shall, nevertheless, be free to

do so, and if such action is taken or continued, the affected con-
tracting barties shall then be free, not later than ninety days after
such action is taken, to suspend, upon the expiration of thirty days
from‘the day on which written notice‘of such suspension is received

by the CONTRACTING PARTISS, the application to the trade of tﬂe contract-

ing party taking such action, or, in the case envisaged in paragraph



18-95

I () of this Article, to the trade of the contracting party request-
ihg such action, of such substan£ia11y equivalent concessions or
other obligations under this Agreement the suspension of which the

CONTRACTING PARTIES do not disapprove.

(b) Notwithstanding the provisions of sub—paragraph (a) of this para—.
graph, where action is taken under paragraph 2 of this Article without |
prior consultation and causes or threatens serious injury in the territory
of a contracting party to the domestic producers of products affected by
the action, that contracting party shall, where delay would cause damage
difficult to repair, be free,fo suspend, upon the taking of the action
and throughout the périod of consultation, such concessions or othexr

obligations as may be necessary to prevent or remedy the injury.

P
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APPENDIX V.2

The Composition of the Textiles Surveillance Body:

Country-wise Rgpresentation

(in addition to the Chairman, Mr. fWurth)

2974 1975 1976 1977
1. EEC 1. EEC 1. EEC 1. EEC
2. Japan 2. Japan 2. Japan 2+« Japan
3- USA 3» USa 3-_ USn 3. USI’\
4. Sweden 4. Canhada 4, Finland’ 4. DNorway
5. Pakistan 5. Brazil .5+ Egypt 5. Columbia
6. Republic of 6. India 6. Jamaica 6. Hong Kong
Korea
7. Yugoslavia 7. Hong Kong 7. Rep. of 7. Pakistan
Korea
8. Tripartite Seat 8. Tripartite 8. Tripartite 8. To be
Seat Seat shared
(for 3
months
cach) bys
(i) Mexico (i) Pnilli- (i) Jamaica Malaysia
(April-July) ppines (Jan-april)
(Jan-April)
(ii) Austria
(iug-sept. ) (ii) Austria (ii) .wustria Hungary
(May-nug) (May-aug)
(iii) Spain (iii) Turkey (iii) Singapore Turkey
(Oct-Dec) (Sep-Dec) (Sep-Dec)
Source: The Textilecs Surveillance Body Reports
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VI SUGGESTED APPROAGHES TO THE RENEGOTIATION OF THE MFA

In the context of the plethora of breaches observed in the working
of the General Agreement on Tariffs and Trade (GATT) during thirty years
of the operation of this Agreement covering many aspects of the interna-
tional commercial system, Hugh Corbet had remarked that "GAIT principles
do not need to be reformed as much as they need to be reasserted".31
The same remark can also be made with respect to the question of the
reform ;f the Multi Fibre Arrangement. As we have observed in the
last section, the basic objectives laid down in Article 1 of this Arrang-
ment still are equally valid objectives as they were at the time of its
negotiation. At this time when the‘negotiations for the renewal of this
Arrangement are in full progress, what needs to be ensured is that suffi-
cient improvements are made in the operationalisation of the basic ob-
jectives which ensure better fulfillment of these objectives in the future.
The renewed MFA must devise clearer guidelines backed by more effective
multilgteral surveillance for reconciling the delicate balance of the
intereSts of the developed as well as developing countries consider-

ing both the short term and the long term objectives of the Arrangement.

To reasscrt the basic objectives of the Arrangement governing inter-
national trade in “textiles", we may more clearly state that its long run
objectives would be the achievement of a mor: rational international divie

sion of labour and more equitable distribution of gains from freer-trade
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in this sector while its short term objectives would be the -achievement :.
of an orderly expansion of world trade in this sector without causing
undue hardship on the individual economies of both the developed and

the developing countries of trade with speciél regard being paid to the

difficulties'of“the lesser developed countriess

The guiding principles for the renegotiatiﬁﬁ of the Arrangement should
be multilaterality in sanctioning discrimination in emergency res-
traints with time bound exceptions for certain marginal supplicrs from
among the lesser developed countries and fairness in terms of a progressive
system of compensatory support to the affected partics in case the emer-
gency restraints are to be continued beyond the initially agreed pe-
riod backed by a commitment on the part of all participating countries

to make multilateral surveillance more effective.

In renegotiating the MFA and the bilateral agreements under the pro-
visions of the agreement, the developing countries must unitedly voice
their concerns, say, under the forum of the United Nations Conferance
on Trade and Development (UNCTAD). A permanent textiles committee
consgisting of the representatives of the governments of the developing
member countries of the MFa (possibly their carefully selected chief tex-
tile negotiators) should thrash out the various issues concerning the
problems of their countries and resolve internal differences and take a
united stand in line with the guiding principles mentioned above to the

negotiation table under the auspices of the GATT. The UNCTAD's Tex~
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tile Committee should be authorised to the new MFA and negotiate on behalf
of the developing countries. Now is the time when the developing coun-
tries must voice their unified concerns over several issues relating

to tariff as well as non-tariff barricrs. The developing countries should
demonstrate their political will for cooperatioq within themselves by re-
so’ving their conflicting interests through internal negotiations apd not
allow the developing countrics to exploit their weaknesses on or behind

the scene while renagotiating the MFA.

The developing coun?ries will be better off trying to negotiate the
MFA in terms of an integrated approach negotiating for tariff as well
as non-tariff barriers simultaneouslye. The developed countries have
successfully avoided bringing in discussion of non-tariff barriers on
"textiles” within the scope of the negﬂliations on non~-tariff barriers
under the various rounds of the Multilateral Trade Negotiationse. Even
if it is recognised that "textiles" as one of the most sensititive
items is somewhat unique having a history of over 16 years of operations
of specially negotiated arrangements governing internationéi trade in
these commodities, it can easily be seen that whatever litfle concessions
they might gain on the front of mnre liberal quotas under renewed MFA
can easily be lost to them through higher tariffs or tairf*ff-quotas
which might be imposed by the developed countries in ‘future (especially

under the G S P scheme) and vige-versa.
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It is well known that the developed countries have been adopting
a system of "double protection" by hitting imports of textiles from
the developing countries through higher than average rates of tariffs
applied to the prbducté of all industrial sectors and also through a
relatively tight system of import quotas. Thus, for example, a recent
Report of the U.S. Tariff Commission to its Senate Finance Committee re-
vealed the following figures of the average tariff rates being the trade

rated MEN rates, present ad valorem equivalents32

U‘So EEC Canadé JaEan
Textiles 25.0 13.2 . 23.8 12.7

All Industrial -
SeCtOI‘S 8.8 8.1 14-1 ll 56

Being average tariffArates, the rates of tariffs on textiles actually
conceal much higher tariff rates on many textile products. The UNCTAD
Secretariat's Report on International Trade in Textiles and Developing
Countries (cited earlier in Section V) points out that a 200 per cent
tariff rate has been imposed by a developed country on imports of cer-

tain textile item since it had an unbound tariff structuree. -

The time for integrated negotiations on the tariffs and non-*ariff
barriers for trade in textiles is most appropriate now since negotia-
tions for the future of MF.. and the MIN both under the auspices of the
GATT are simultaneously proceeding. If action is not taken now, the

developing countries' case for negotiating effcctive barriers to their
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textile trade may easily go by default keeping in mind the attitudes of

the developed countries.

We may discuss one more aspect of the GAIT since this has had ﬂiréct
relevance in the case of the working of the MFA. The developed countries
have interpreted their GAIT rights to be supplementary to their rignts
and obligations under the MFA., As pointed out in Section V, a number of
developed countries have_unilaterally applied Article XIX restriction on
"theip imports Qf textiles thus obviating the need for going thfough~the

consultation and justification procedures laid down for iﬁposing new
restrictions on textiles under the MrA. This Eaé suddenly hurt the tex-
tile industry in a number of developing countries. The developing coupn~
tries must protest against the raw treatment meted out to them under

the ?nonudiscriminﬁtoryh treatment oflemergency restrictions on sharp
“and substantial ﬁncreéses in imports of ﬁroducts causing or threatening
market disruption without being verified by an international surveillance
body. The Textiles Surveillance Body was designed as a test‘cése how
Article XIX of GATT may be modified by subjecting the country seeking to
impgse new restrictions oh the grounds of ' market disruption ? to the
pressures of multilateral surveiilance. In view of the fact that the de-
yeloped countries have been imp.sing restricfﬁons on imports of textiles
in several casces under Article XIX iafher than under the provisions of
the MFA, the developing countries must seek reform of the Article XIX.

This article needs to be modified from the point of developed countries
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not only in the interests of making the MFA a more effective inét}ument
but also from general considerations. However, the latter aspect is be-
ydnﬁ the scope of‘tﬁis paper. The only aspect of the GATT .irticle XIX
which concerns us immediately reclates to the need for enforcing the

' compensation' provisions of this article by insisting that the aeVeloped
countries imposing unilateral restrictions on impOrtéﬁof textiles under
this article should provide adequate compensation to the affected de-
veloping countries in the form of opportunities for equivalént export
earnings to the latter countries by liberalising imports of other Pro=
ductse Such a condition could explicitly be incorporéted in the revised

MFA.

One of the most important revisions required in the MFA relates
to the redefinition of the concept of market disruption. As pointed out
in Section IV, the lumping of various products in broad categories like
"shirts" etc. and citing thevstatistical evidence reéarding "high" import-
penetration ratio to justify the oocurrénce or threat of market disruption
as is being currently advocated by the representatives of industry in the
EEC is analytically on very weak grounds. We would suggest that relevant
cbmparison for measuring market disruption from so-called cheap impoxrts
shodld be to compare imported products with comparable import-competing
domestic products by each individual segment of consumer demand (end-
use)s Since this would not be practicable immediately, we would like to

suggest that the NIMEX coding procedurs be suitably modified to make
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it practical to collect data on some surrogate measurees of the fend-

- use'.

The Surrogate measures which we would like to suggest for measuring
market disruption are based on technical specificationsland standards of
quality of cloth and of finishings The technical specifications would
include indicators like (i) material used (cotton, Polyester, filament) and
percéntage of eaph of the materials used in case of blended prdducts
(ii) count of yarn used; (iii) .type of construction measured by reed/
picks or threads per squarc inche The standérds of quality cah be based
on measures like (i);abra;ive:re§istence (ii) terstrength; and\(iii) de~
tails of the tolerance limit§ ;nnflaws. These comparisons wouldlroughly
indicate the hgrket segment for which the textiles and clothing products

are meant fors

To make this méasure operationalg'the revised customs code would
be eﬁlarged to ;ncorporate the above surrogate measures to indicate the
br&ad'leyél of differences in the expected performance of these products.
Comparable data on import~competing ﬁrodubts will have to be produced by
the developed country secking to impose” restraints oh imports to justi-

fy the threat of market disruption.

Another concept where there is a need for a techno-economic verifica-

tion based on market information data to improve the measurement relates

to the concept of Minimum Viable Production. The countries seeking to

invoke this concept for restraining the growth rates of imports
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must provide data to the Téxtiles Surveillanée Body ‘so”-
tnat an expert cxamination of the brcak-even point of the minimum via-
ble size of the unit of production can be made and comparison withlactual

size of operation undertaken to justify or reject the claim.

To overcome the short term problems of adjustment in the markets
of the developed~economies where the existence or immediate threat of occu-~
rence of market disruption is justified (as per criteria laid down above),
we would favour the globalization of quotas detemmining the overall 8ize
of imports of the product in question which can safely be allowede This
exercise should explicitly take into the so+called "cumulative market
" disruption" cffects of imports of directly comparable producté from all
sources, including imports from other developed as well as developing coun-
tries whether they ar> other members of a customs union or a frec trade
area or 5therr associate countries who have been granted special pre-
ferencés as a result of political or economic reasons. The implications
of treating toxtiles as a unique sector on the required modification of
the concept of “customs union" or a "free trade areca" must be clearly
brought home to all the countries of the worlde The country-specific
quotas then need not be emphasized except for exempting certain extremely
marginal supplying countries for a limitéd period of time who would face
undue hardship to their economies. The imports will be allowed on first~

come~first served basis on the basis of marketing competitiveness of the
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products of various countrics within the limit of a truly global quota.

If such a serious modification cannot b2 acceptable, the second

best approach would be the limited olobalizatjon of such quotas product

by product for the overall level of imports to be allowed under temporary
emergency protection from all the developing countries and letting all
major supplying countries compcte within/the negotiated overall limite—
the only exceptions being reserving a smaller proportion (say 25 per cent)
and determining differential country-specific quotas for the new and the
lesser developed among the developing countries who have planned increases

in industrial capacity specifically geared to export markets.

It is also essential to clarify that such globalized quotas should
not be allocated to manufacturing or import trading firms within the
developed countrics on any g;g:ig;g basiss The importers should equally
compete among themselves for procuring imports from the sources of'supply
for whom the global 1limit has been set.\ This is likely to yield better

prices for the supplicrs from the countries who arc beingjy subjected to

such a global quotas

Specifically imports of garments made out of certified handloom cloth
whether by use of "hand—%@bout“ or "machine based hand labour"™ should not
be restricted for imports since they cannot directly disrupt the market
for garments made in the deyeloped countries undexr the criteria suggested

by use The certification procedures undoubtedly need to be strengthened
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in this respecte.

While the above proposals would mect the shoxt-term objectives of
the renagotiated MFA in a bettér way than its predecessor; they would
need to be supplemented Qith a major reform towaras in agreed and super-
vised programme of longer term adjustment assistance programmes in de-
Qelopéd countrics seeking to renew temporary emergency measures 6n selec-
ted products beyond onc to two years. A4s pointed out in Section V, the
major wcakness of the MFA has been neglecct of the long-term objgctiﬁes of

the MFAs This needs to be rcoctified under the renegotiated MFA.

Since we would also explicitly like to incorporate the long term
objectives of the MFA, the life of the MFA shoyld be extended to five
ycars or mores An expert'study_should be undertaken in the last yeai
of the life of the MFA to review the dynamic comparative advantage of
location of textile and indu§ﬁrx product by product and location by
location in each of the participating countries of the MFA. A five year
plan of action of relocation of industrial activity should be formulated
for ensuring shifts in patterns of investment production and trading at
least at the level of cach of the developed member countries versus the
group of developing countrics as a wholel Restriq;ions should not be put
on the transfer of technology from the developed to the developing coun-
tries in this sector for whi;h ;‘special international agreement is

supposed to be working for the long term benefit of the world as a whole.
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By and large, the adaptability of the entrepreneurs of the developed
countries to clearly defined and firmly scheduled programmes of structural
adjustment have been demonstrated in their efforts to adjust to the pre-

ssures of import competititon from the other developed countries.
ingéniousness of the "textile" trade negotiatorslwould lie in negotiating
a2 time-bound workable plan of adjustment assistanqg measures subject to
follow up action under the sUpe:Qision oan multilateral surveillance :

body such as the TSB.

«

The 'above suggested approaches to the renegotiation of the MFA cleafly
bring out the most important réquirenenf of strengthening ﬁhe role of the
Textiles Surveillance Bodye = More powers of thorough enquiries in the coun-
tries séeking to impdééEtémporaryfenergency restrictions on textiles and cloth-
ing should be conceded by the concerned member country to justify ;ts claims
for the validity of such actions.  The country seeking such actioné should
aécept the obligations to submit all necessary information within a sqffi-
cient period of time, say 30 to 60 days. To assist the TSB in the examina-
tion of each case on its merits, a standing advisory committee of profe-
ssional experts drawn internationally should be constituteds The core staff
of this Committee should consist of a few economists, marketing management
experts and technologists and necessary supporting staff with a provision
to coopt a few others if necessary. Besides the case-by-case reviews, this

Committee should review all major developments in the field of “textiles"

and initiate anticipatory thinking on the likely problems in this sector
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which will have to b faced by the international community in the near

future.

Last, but not the least,'each country seeking to impose restric-
tion on the imports of "textilés“ under any of the provisions of fhe\
renegotiatéd M%A‘must pay due‘consideration‘tovthe iﬁterests of the coﬁ-
sumexrs especially as an anti-inflationary measurec to reduce the cost
of.“textiles“ as wage goods. At present, in the absence of organised
lobby of' the consumers in the developed countries and the persistence
of an unproven belief that traders do not sufficiently pass on the
advantage of cheap imports either to the consumers in the developed
countries or to the producers in the exporting developing countries,
sufficient weighf is not given to the interests of the consumers and
trade channels in the countries seeking to-protect the interests of

domestic producers of "textile"™ productse

* * 3 * R
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VII THE QUESTION OF THE EXTENSION OF THE MEA - APPROACH TO SOME OTHR
SECTORS

The negotiation of the special arrangement for governing inte:na7
tional trade.in textiles in 1960's as explained in Section III was at
the initiative of the Uﬂited.States backed by a few otéer developed
countries to cope up with the special difficulties of the cotton tex~
tile industry in these countries. The spokesmen for £hese countries
swore by the temporary and selective nature of such arraﬁgements and
justified the negotiation of the safeguard measures for restrainihg im-
ports on somewhat "unigue" problems faced by the cotton textile indus-
try as a sector outside the general principles governiﬁg safeguard pro--

visions under the CATT.

The temporary nature of the special safeguard measures for the “tex-
.tile“ sector on 'selective basis was underlined in the L T A. The Multi
Fibre Arrangement made the coverage of products quite comprehensive (to
include products based on wool and manmade and blends) but still main-
tained that the safeguard provisions were of temporary nature and would
only be applied to "textiles" sector as an excebtion. Article 117 of
the MFA proclaims that the “participating countries recognize that, since
measures taken under this Arrangement are intended to deal with the spe-

cial problems of textiles products, such measures should be considered

as exceptional, and not lending themselves to application in other fields"
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Yet, the precedent of gectoral arrahgement having been set and having
been in operation for over 17 years now, fﬁe tehptations'ére greai fhat
consige;;ng the recent recessionary conqitions the domestic‘ﬁxoducei;
of ofher»labour-intensive products in the developed countrie§ like
leather and ieather‘products including footwear might pressurize their
governments in future to seek the extension.of MEA to such products or
to seek new sectoral arrangements like the MFA to goverﬁ international

trade in such sectorse.

Nothin@ coﬁld be mor2 dangerous to the interests of long term eco-~
nomic welfarc of the world as a whole than the extension of the MF}
orkMPArtype arrangements to other sectors becadse it can trigger a ‘chain
reaction process of further restrictions on the growth of world trade
thereby limiting the potentials of gains from trade to both developed

and more so to the developing countries of the world.

Tre experiepce of the working of the arrangement governing inter-
national trade in "tex@iles“ from 1960 to 1975 confirms the hypothesis
that world tradg in textiles has érown at a much smaller rate than
the fate of growth of world trade in all ménufactured productss As shown
earlier (section I), the share of world trade in textiles in the world
trade has been nearly constant (around é per cent) throughout this period.
Furthermord, the share of exports of “textiles" in the total world exports

has been sta-gnant throughout the period of the MFA (around 38 per cent).
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In fact, restrictions placed on, exports of textiles during the period

of the economies of ssme of the developing countries and affected the
progress of structural change in "textiles" industry in some of the coun-
tries -- for example by discouraging investment in manmade fibre indus-
try in some developing countries after the inclusion of man made fibres
in the MFA even when these countries fvssessed the other requsite resour-
ces.34 Any tightening of the restrictionsupn the exports of certain clo-
thing products from the developing member countriess is likely to reverse
the patterh of comparative advantage demonstrated by them in the market
pla-te. On balance, as pointed out in Section'v, the MFA (and ifs pre-
decessors) have paid scant attentlon to the long temm obJectlves of pro-
moting a more viable pattern of international division of labour through
world trade in “textile;“. Moreover, the review of the functioning of
the Textiles Surveill;h;e Body brings out glaring inadequacies of the
performance of this Body for very éooq ieasons as éhoﬁn»in Section V.

As has been pointed out earlier, the TSB may be viewed as a test case

as to how Article XIX of the GATT may be modifieds The experience of
multilateral surveillance for institutionalising review of the discrimi
natory restrictions under a sectoral approach has not been very satis-

factoxrye.

Yet another problem with the MFA has been that it has reduced
international trade in textiles among developed and déveloping member

countries to a virtual state of bilaterally agzccd trade governed by
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multilaterism only in names This is clear fr&m the fact that a number
of bilateral agreements negotiated under the MFA extend beyond the date
of expiry of the MFi. Yet anothor pointer:in this direction is the ne-
gotiation of bilateral agreements among major developed importing:coun-
tries and the developing expofting countries before MFA has been renewed.
The EEC is in fact reported to have made up its mind to first negotiate
the bilateral agreements with major exporting-developing countries and
to negotiate renewal of the MFA with or without modifications only after
seeing the results of the bilateral negotiationse The U.S. is reported
to have already concluded a bilateral agreement with Hong Kong for the
next year assuming that the MFi will be renewed. Thus multilateralism

is clearly taking the back seat in favour of bilateralism in the negotia-

tions for the future of the MFi representing a very dangerous trend!

"Considefing all the points listed above we would not be in fawvour
of extending the MFA or negotiatipg MFA type arrangements to other sectors
of world trade. Since the arrangements governing international trade
in textiles have now come to stay, there is perhaps very little that the
developing countries can ao to force the developing countries to let
the MFA lapse and revert back to the safeguard clauses of the GAIT in
case of sharp and substantial increases in the imports of ™textiles".
The 'only thing they can do is to Qoice their common concern and assexrt
their stand on improving the working of the MFA. Unless the experience

of the working of the renegotiated MFa proves the effectiveness of the
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Textiles Surveillance Body to supervise and achieve both the long temm
and the short term objectives of the Arradgemept in a sufficiently
effective manner, the developed countries should curb any temptafion

to experiment further with the sectoral approach to discrimination of
the MFA—type. As responsible paréners in progress of the international
community, the deve]rbed countries should refféin from forcing the de-
veloping countries to negotiafe any morc sectoral arrangements. in inter-
national trade under the ever-existing real threat of imposing unilateral

restrictions as it suits the former countriese.

Jan Tumlir anticipated the danger of more sectoral arrangements due
to the continuous existence of the precedence of the textiles case. He
has fherefcfe emphasized the need for generality in the desirable safe-
guard clause for coumteracting the effects of suddenly sharp and substan-
tial increases in imﬁorts for any particular product. He states fhat
in the context of dynamic growth of world trade, "the only guarantee of
order™ in such a system "lies in the trading countries'acceptance of ge-
neral principles of emergency protection, letting where necessary - only
the modalities vary from industry to industry."35 We could not agree

more with him on this general conclusion.

L I A
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VIII

SUMMARY AND CONCLUSIONS

This study has.primarily been concerned with the issues and pers-
pectives on the historical evolution and working of the arrangements
governing international trade in "textiles", particularly the latest
such arrangement unofficially known as the Multi Fibre Agreement (MFA).
While the problems of both the developed and the developing countries
in the field of world trade in textiles and their implications for struc-~
tural changes iﬁ‘ﬁhé pattern of a more rational int;rnational division
of labour have been discussed, special attention has been paid to the
problems of the developing “textile" exporting countries with special
reference to the Southeast asian countries; The study has been mainly
concentrated on the adjustment problems in the working of the MFA.

The working of the multilateral SUrveillgnce for the implementation
of the MFA through the Textiles Surveillance Body has been evaluated.
In the light of the findings, the Study has to offer a few suggestions

for renegotiating the MFA in the near future to achieve its objectives

more effectivelye.

The study is divided into scven main sections. Section I provides
an introduction to the statement of the problams to be studied and the
approach adopted by this studye As a background to the problems to be
studied, Section II highlights some recent trends in the growth of world
textiles and clothing industries especially during the period 1970-75.

These include a review of trends in consumer expenditure, production,
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employment, machinery in use and world trade. Sect;on III presents
the historical evolution of the arrangements géverning international
trade in “textiles". The main features/of'design and organisational
aspcects of the latest such arrangement, namely the MFA are discussed
in Section IV. Section V provides an apprisal of the working of the
MFA. Scction VI outlines a few suggestions for renegotiating the MFh.
And the question of VIII-2 the desirability of the exﬁension of the

MFA approach to_sdme other sectors is examined in Section VII.

The main conclusions of this study relating to the appraisal and

the future renegotiation for the MFa may be summarised as followss

The basic objectives of the MFa like its predecessor (the LTA)
are valid. These consist of the long term and the short tgrm objectives.
The long term objectives aim at fhe achievement of st:ucturai changes
in the international textiles induétry in a growing world for seeking
a moxre viable pattern of international diyision of labour and freer
trade in line with the brinciple of dynamic comparative advahtage of
all countries of the worlds whether developed or developing. The
short torm objectives aim at a more orderly expansion of world trade
in textiles without causing severe adjustment problems during the trane
sition either to the dcveloped countries or to the developing coun-

tries.

.The MFA has been a dgfinite improvement over the LTA in three major
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ways. The first one relates to increasing the coverage of the proddcts
beyond cotton téxtiles to wool, maﬁmade fibres and plends ma?nly to meet
the demands of the developéd impbrting countries for reducing the pressures
in tﬁeir domestic economies to sharp increases in imports of the latter
categories of p;oducts. The second one concerns the laying down of the
guidelines for determining the threat or occurrence of market digruption
which is the main operational 'safeguaxrd prbvision iﬁ the MFA. And the
third one consists of insﬁitutionaliéing the process of muitilateral sur-
Veiiiance, by creating—é standing body, nimely, the Textiles Surveillance
Bogrd'for oversceing the implementation of the MFA and particularly mak—
?Pg the imposition of new restraintg on impbrts subject to a multilateral
reviews. Thus by its design, the MFA tried to achieve a balance of in-
terests of the exporting and the imporfing member countries of the MFA.

. Bven though most of the deveiop;ng counfries regarded the MFA (and si-
milar earlier arrangements) as dérogation fromAfhe generél principles

of the GAIT they accepted the'arfangements as being 5 satisfactory
compromise in terms of the design since fhey provided certain benefits

to them like a predefined degree of access to the markets of the de=
veloped countries and subjected the imposition of new restrictions to

a process of multilateral surveillance through the TSB and also linked
them~with the undexrtaking of appropriate adjustment measures in the con-

cerned countries towards a more viable globe production and trade struc-
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ture in line with the dynamic principle of comparative advantage.
How;ver, in practice, an-appraisal of the working of the MFA ﬁro—
vided in Section V shows that the long term objectives of tﬁé MFA were
nearly neglected by most of the developed member countries. As for
the achievement of the short térm objectives, it appears that these
were achieved leavipg both the developed importing countries and moxre
so the developing éxporting countries dissatisfied_with“the implementa-

tion of the MFA in terms of achieving the balaic: of interests of the

exporting and the importing countries.

From the point of the developing countries, the implenentatiQn\
of the MFA largely through the instrument of bilateral agreements and
without sufficient powers with the TSB exposed them to a process of
negofiation among participants with unequal strength resulting in tilt-
ing the balance of interest in favour of the developed iﬁEOrting coun—
tries. Through a proliferation of the number of restrictions~imposea /
and considering the nature of these restrictions at disaggregated level
of specific products of the greatest export interest to them in which
they clearly possessed comparative acdvantags and also considering the
cases of the violations of the provisions of the MFA as per the opi-
nion of the TSB on which no (or insufficicnt) action was taken by the
concerﬁed developed countries imposing fresh restraints, the UNCTAD
Jecretariat has concluded that the developing countries have felt that

the implementation of the MFA has left a lot to be desirede In addi-~
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tion, a number of developed countrizs have not hesitated to take uni-
lateral acfions outéide the provisions of the MFA as it suited them
without firé:exhauéting the possibilities of consultations under the
MFA and also not cared to pay any compensation to the affected develop-

>

ing countriese.

Some of the developed importing countries of the MFA have, however,
felt that the implementation of this arrangement has not enabled them
to check sharp and substantial increases of imports of some of the
textile products and coupled with the recession in their domestic eco~
nomies has accentuated the already existing special problems faced by
their textile industry. The domestic producers lobby in several deve-
1’ ped countries has claimed that the continued inflow of "cheap imports"
_during racessionary conditions has led to unbearable position causing
substantial unemployment, too high import penetration ratios in
sevéral products leaving'very little proportion of home market for
domestic¢ import-competing industry and a substantially adverse net ba-
lance of trade for their country compared‘to earlier situation of sur-
pluse They have, therefore, urged their governments to renegotiate the

MFA which should be more restrictive.

This Study, viewing both sides of the picture, concludes that
there have been short term advantages of the M. s to both the developed
and the developing countries. Despite several problems with the imple-

mentation of the MFA and relative ineffictivenoss of the TSB in several
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instances, the dev»loping countries could have ended up with having '
to bear more restrictions than they have had to face during the period

of the MFA. 1In a broader context, the TSB which might be regarded as

a test case as to how Article XIX of the GATT may be modified may be

said to have had some restraininé’ihfluance on the developed member
countries from intensifying new ;estrictions on~import§»from develop-

ing member countries pafticularly when much of the pe;idd of MFA coin-

cided with the prevalance of recessionary domestic conditions.

On the:othor hand, the case for tightening restrictions on imports
of textilcs‘ffom the so ¢alled “checap import" sourc2s being advocated
by the protectionigt‘lobby on the grounds of substantially adverse effects
on employmént, market éisruption du. to very high rates of import pene-
tration and deficit in the scctoral trade balance is being highly exa-
gcerated. Récognising the special difficulties ofnthe textiles and
clothing industries in sgyg;al developéd countrics, espccially the pro-
blems pf.éffecting structural adjustments, we have argued th;t increased
imports of these products from the developing countries is not a major
cause of the current difficultiés and that the concepts being deployed .
to meésUre adverée-effects to the economies of the developed countries
are analyticelly very wcak resulting in misleading campaigne. The
developed countries, especially the EEC, shoulé not pay too much atten-

tion to the case mace out by the domestic protectionist lobby while
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renegotiating the MFA.

This Study has made the following suggestions for improving the effec-
tiveness of the renegotiated MFA (reasserting the general objectives as

under existing MFA):

i) The guiding principles for the renegotiation of the Arrange-
" ment should be multilaterality in sanctioning discrimination

in emergency restraints with time bound exemptions for certain
marginal suppliers from among the lesse¢r developed countries
and fairness in terms of a progressive 'system of compensatory
support to the affected parties in case the emergency restraints
are to be continued beyond the initially Tagreed period backed
by a commitment on the part of all participating countries.

ii) Evolving a consensus on the common stand of the developing coun-
tries on the issues and expressing them through a Textiles
Committee on the UNCTAD;

iii) Attempting to negotiate the MFA in terms of an integrated
approach combining tariff and non-tariff barriers under
the GATT; -

iv) 3eeking a system of progressive compensation from the developed
countries invoking GATT's Article XIX to affected countries when
resort is not taken to the MFA approach:

v) Redefining market disruption by statistically verifiable
comparison of the affected Market segment which is comparables
we have suggestzd a new information system (customs code).to
incorporate-a few broad qualitative differences due to varia-
tions in technical specifications and standards of cloth,
material used and finishing;

vi) Redefining statistically verifiable concept of Minimum Viable
Production ‘

vii) Globalization or Limited Globalization of quotas when justifiable
new restrictions on imports have to be imposed reserving a smaller
proportion for the new and lesser developed marginal supplier
countries in a time bound programme; and letting importers. com-
pete freely for procurement of imports within the limit of the
appropriately worked out overall quotas
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viii) Cloarly exempting garments made out of handloom cloth
whether by hand-labour or a combination.of hand and
machine labour at the final stage of conversion but
simultaneously strengthening the certifying procedure
for the basic cloth used;

ix) Working out a five yesarly adjustment assistance programme
among the countries with relative comparative disadvantage
in major product lines reviewed every five years and moni-
tered and reviewed annually; extending the life of the
new MFA to five years to facilitate five years to facili-
tate five~year plan of adjustment of production, invest-
ment and trade;

x) Strengthening of the role of TSB through voluntary acceptance
of the obligation of each participant to submit all necessary
information for reviewing each of the unilateral actions as
well as bilateral actions and also authorising the TSB's
new committee of professional experts to conduct field en-
quiries within the territory of the participating coun-
try as well as the undertaking of payment of falr compensa-
tion to the affected parties multilaterally negotiated
under the codified procedures; and institutionalising
market rescarch to anticipate the new developments in the
future which would rcquire immediate action; and last but
not the least

xi) Formally giving due weightage to the interests of the consu-
mers and distribution trade channels in the developed import-
ing countries.

Finglly, on the question of the desirability of the extension of the
MFA approach to other sectors, this study warns against the dangers of sub-
mitting to such temptations. It argues that considering the experience
of the implementation of the MFA and particularly the ekisting weaknesses
of the TSB, it should be clearly undesirable to even think about the rcal
possibilities of extending the MFA or the MFA type approach to other sec~
torse Sincc it would be nearly impossible to do away with the continua~

tion of the MFA.-for the textiles sector, the best hope for the world would



18-122

be to renegotiate the MFA with operational improvements some of which

have been suggested in this studye

* ¥ At #
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FOST - SCRIPT

The long drawn-out diplomatic process of negotiations for the futurec
of the Arrangement Régarding International Trade in Textiles (mors pcpular-
ly known as the MFA or simply as the Arrangement) beyond Deéembcr 31, 1977
culminated with the agreement among the member countries of the Arrange-
ment at the meeting of the Textiles Committee on December 14, 1977 to
renew this arrangement for the next four years: ‘The General Agreement
on Tariffs and Trade announced this agrcement in a Press Relcase on

December 15, 1977. The full toxt of the Press Release is reproduced in

the Appendix to this Post=Script.

As may bc seen from the toxt of this Press Rclease, the extension of
the Arrangement will be legalised through signatures by the concerned governps
ments of the member countries. It is provided in the Protocol that the
extended MFa Will,come into force on January 1, 1978 for ali tﬁe member
countries whose govermments accept it by this date. It will become effec~
tive for other mamb.r countries who accept it late from the date their

governments communicate their approvale.

It may be noted that while ns changes have bcen made in the original
text of the Arrangement, raeference has however been made in the Protacol
to certain understandings which are recorded.in Comclusions adopted at
the Meeting of the Textile Committec on December 14, 1977. The Press
Relcasc reproduced in the Appendix to this Post-Script contains the

text of the protocol and the Conclusions referred to in this paragraph.
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The preface to the text of the said Protocol and Conclusiong
highlights threce facets of the renewcd MFA. First, it emphasizes the
fact that the 42 presant signatories of thce MFA, counting the Nine-
nation EEC as onc¢ signatory, according to the latest avallable esti-
matcs (for 1976), account for well over four-fifths (more than $40
billion out of cstimated §50 billion) of world trade in textiles and
clothings The prcsumption is that this position will continue to
largely hold within the life span of the extended MFA.. . The secoﬁd
point highlighted in this preface relates to the reaffirmation of the
basic objectives of the MFa by all the members of the Textiles Committecs
Spccificallyy the "primary aims® of the Mia4 are "to ensure the expan—
sion of trade in tuxtile products particularly for the developing coun-

and progressively to achicve the reduction of trade barriers and the

libsralization of world trade in textile products while, at the same time,
avoiding disruptive effects on individual markets and on individual lines
of productiog in both importing and exporting cantries".36 The third
and thce final point highlighted in this Press Releasc relates to the
uniqueness of the Textilus Surveillanc. Body which supervises the imple-
mentation of the MFA which would continue to function within the exten-

ded lifetime of the MFA.

As of January 14, 1978, 23 countries {(counting EEC as 9 countries)
had signed the protocol extending the MFa with full commitment or pro-

* visionally subject to due process of governmental approvale ' The
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signatories, so far arc:

1. Hong Kong; 2. Indiaj 3. Japan; 4. Brazil (subject to final
govermment approval); 5. U.S.i3 6. EEC (representing 9 coun-
tries); 7. Colombia; 8. Mexico; 9. Thailands 10. Spj Lanka;
11. Singapore; 12. -Romania; 13. Austria, (subject to comple-
tion of Constitutional procedures); 14. Switzerland (subject
to completion of Consitutional procedurcs); and 15. Guatomala
(pending governmental approval)e i}

-

A roading of the 'Conclusions of the Textiles Committee adoptcd on
14 December 1977' would leave a distinct impression rcgarding the unshaka-
ble faith in~the spirit of mutual cooperation and understandiné in resolv-
ing through negotiations-multilaterally and specifically bilaterally-what-
ever problems rcmain or might\crop up in the implemeﬁtafiﬁn of the MFAi.
The Textiles Committee, therefore, agrecd that there was no épecial necd
to change the text of the original MFA and the MFA in its'preggni foim
should be extended for the next four\years kéeping'iﬁ ﬁiﬁd the 'Cbﬁéiu-

sions! adopted at the meeting wherce this decision has been takens

While the text of the said Protocol and the ‘Conclusions' have been
drafted with skill and reaa very well and therefore are likely to be
least controversial, they do not bring out the facts regarding the pro-
cess of negotiating a number of biiateral agreements for 19f8 téking
prccedence over the multilateral negotiations for the fufhre of the MFA.
It is an open secret that both the U.S.A. and the EBEC, particularly the
latter completed bilateral agrecemcnts with a number of so-called low- .

cost developing countries regarding permissible imports of textiles and
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clothing into their markets for 1978 which were generally far more res-
trictive than the agreements for 1978. ‘hile the U.S. was in favouf of
extending the MFa as it is, the trade negotiétbr of the EEC openly
announced that conclusion of bilate;al agrcements with low-cost tex—
tiles gupplying devcloping countries within a deadline unilatcerally

set by it to its satksfaction was a prc-condition toAthe EEC's agree-
ing to extend the Méﬁ as is« The EEC was able %o “sqccessfully" com~-
plete bilatcral agreements with 20 such countries (including Hong Kong
but excluding India, Brazil, Egypt and Pakistan) within the time-limit
set gy the mandate given to the trade negotiators by the European Eco-
nomic Commission. Following this lead other deveiOping countrics are
most likely to accept "“tougher" and "morc restrictive" bilateral agree-

ments with thoe EEC fox tha next year.

The EEC has also succeeded in getting agreement from a number of low-
coét textiles supplying developing countries in bilateral agreements re-—
garding the introduction of a “trigger mechanism" based on “statistical
monitoring®” of imports of a wider net of textilcs and clothing items where
the EEC would reserve the right to negotiate import restrictions in case
imports of specific items in .future show an upsurge to levels anacceptable
to the EEC. The EEC has succeeded in getting incoiporated into the
'Conclusions of the Textiles Committee adopted on 14 December 1977 an

explieit consideration of the “evolutionary and cvclical nature of trade
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in textiles" for detemmining future policies of importing and export-

ing countries for trade in thesc products.

The EEC has learnt, though later than the U.S., that by controlling
the base line and the que—tas on spacific products from specific coun~
tries primarily through bilateral agreements which are permitted and
now further encouraged in the. approach adoptedlby the Tektile Committee
on the extension of the MFi, it can ecasily allow thu theoretically high-
sounding annual growthvrate of 6 per cent fgr imports of textiles
ard clothing from the deQeloping member countrics of the MFA? The
déveloped countrics, esp;cially the EEC, have rcason to be happy with
the manner in which theAMEn has been renewcd without opening the bandoia's

box of attempts to modify the text of the. original agrecmenht.

The renewal of the MF. in a practical sense, therefore,\curfen£;y me-
ans the triumph of protectionism over liberalism in the immediate future
of world trade in textiles for the devcloping countries. The shift in po-
licy of the EEC within a relatively short period of time from that of
possibilitics<of encouraging structural change in world trade in tex-
tilus and clothing in favour of developing countriesvover time to that
of giving preccdence to its domestic short and medium term economic ob-
jectives can be distinctly observed.aa The EEC and é‘few other developed
countries have succumbed to pressurcs of domestic protectionist lobbices
and chosen to ignorc the observations of international bodics like the

GATT and the International Monetary Fund regarding the dangers of in-
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creased protectionism in world trades

The developing countries have in this process missed this crucial
opportunity coming at the end of four'years to get modifications of the
MFA which would while taking negotiated solutions to solve the currently
short;term probléms of mutual trade in textiles would also sccure a
phased out time bound plan of relocation of this industry among the
developed and the developing countries for meeting the long term ob-
jectives of the MF.. Tim §wn. diate futurce of expansion of cxports of

textiles and clothing from developing countrics looks bleake

On clone .y a2 per current reckoning, the mere fact of renewal of
the MFA c:mbined with the bilateral agreements securcd by developed coun-
tries like the EEC, Céss peL nake it é step forward towards the objective
of establishing a new and just international economic order. Much, how-
ever, cdepends, on how the rgnewgd MFA 1s implemented during the next fbur
yearse Ore hopes that having arméd them;elves with additional power§ of
restricting imports of textile products from the developing countries,
good sensc will prevail and the developed countries will not pursue more
and more restrictive policies in this respect year-after<year. Equally,
the developiﬁg countries on whom the majoxr burden of adjustment has been
cufrently thrown, woula do their best by more skillfully negotiating
bilateral agreements with the developed countries and encourage the

exporting units to appropriately change the product-mix in this sector to

»
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take advantage of whatever opbort;hitieé éie!avilable to them for expanding
théir trade with the devoloﬁedAcountries'Wiihip the framework of the extended
MFA. Of critical importance in gotting the bost out of the extended MEa

for the ngxt four years would be the strengthening of the Textiles Sur-
veillance Body for achicving its objectives. The focus now for multila-
tergl'negotiations must shift to finding workablec plan.tb strengthen this
institution. It may not be inappropriate to clese this Post-Script by draw-
ing attention to the relevant recomﬁendations presented in this Study for
strengthening of both tﬁe systems and organisationél structure of the Tex-
tile Surveillance Body. These may be considered by the policy maké:s as

an input for improvement in the implementation of the rencwed MFA.
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APPENDIX TO ROST-SCRIFT

"MULTIFIBRE ARRANGEMENT EXTENDED FOR FOUR MORE YEARS"
TEXT OF THE PRESS RELE..SE BY THE GENER.L AGREEMENT ON
TARIFFS AND TRADE, GATT[;ZOQiD“TED DECEMBER 15, 1977

The irrangement Regarding International Traditional Trade in Tex-
tiles-widely known as the Multifibre .irrangement - is to be extonded for
a_further four ygars, beginning on 1 January 1978.

The degision to extend the nrrangement was taken at a meeting on
14 Decembor of the Textiles Committee, the governing body of the Arrzang-
ment, on which all_its signatories arc represented..

Extension of the arrangement will be by a legal Protocoly which is
now open for signature by governmentse. No changes arc being made in the
Arrangement's text. However, reference is made in the Protocol to cer-
tain understandings which are recorded in Conclusions adopted by the
Committee on 14 December. The texts_of ithe Protocol and the Conclusiops
arc gjven belows

The arrangement was originally negotiated in late 1973, and entered
into force for a four-year period on 1 January 1974. Its 42 present
signatorics (counting the 9-nation European Community as a single sig-
natory‘ account for well over four-fifths - more than 40 billion - of
world trade in textiles and clothing. The aim of the Arrangement is
reaffirmed in the Conclusions just adopted as being "to ensure the
expansion of trade in textile products, particularly for the developing
countrics, and progressively to achieve the reduction of trade barricrs”
and the liberalization of world trade in textile products while, at the
same time, avoiding disruptive effects on individual markets and on indi-
vidual lines of production in both importing and exporting countries".

A unique feature of the Arrangement is the Textiles Surveillance
Body which superviscs its implementations It consists of an independent
Chaizman and eight members so chosen as to constitutc a balanced repre-
sentation of participating countries.

PROTOCOL EXTENDING THE ARRANGEMENT REGARDING
INTERNAT ION. L IRADE IN TEXTIIES

THE P.RTIES to the arrangement Regarding Intexrnational Trade in
Textiles (hercinafter roferred to as "The Arrangement™).

ACTING pursuant to paragraph 5 of Article 10 of the Arrangement, and

REAFFIRMING that the terms of the Arrangement regarding the competence
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of the Textiles Committee and the Textiles Surveillance Body are main-
tained, and :

CONFIRMING the understandings set forth in the Conclusions of the
Textiles Committee adopted on 14 December 1977, copy of whlch is attached
herewlth,

HEREBY AGRZE as followss

1. The period of validity of the Arrangement, set out in Article 16,
shall be extended for a period of four years until 31 December 198l.

2. This Protocol shall be deposited with the Director-General to the
CONTRACTING PARTIES to the GATT. It shall be open for acceptance, by
signatur< or otherwise, by the parties to the. Arrangement, by other
governments accepting or acceding to the Arrangement pursuant to .the
provisions of Article 13 thercof and by the European Economic Community.

3. This Protocol shall enter into force on 1 January 1978 for the coun-
tries which have accepted it by that datcs It shall enter into force
for a country which accepts it on a later date as of the date of such
acceptance.

A Done at Geneva this fourteenth day of Decémbor one thousand nine
hundred and seventy-seven in a single copy in the English French and
Spanish languagesy each text baing authentic.

Conclusions of the Textiles Committee adopted on_l4 December 1977

1. The participants in the /rrangement exchanged views regarding the
future of tho Multifibre Arrangement (MFA).

2. It is clcar from the annual and major roviews of the MFA undexrtaken
by the Textiles Committee that c¢ertailn importing and several experting
countries havc encountered practical difficulties in the implementation
of the provisions of the MF.. Discussions in this respect covered a wide
range of arcas of satisfaction as well as dissatisfcation. These dif‘i-
culties, some of which are of a long-standing nature, affect seriously
the trade and economic development of developing countries.

3¢ Membirs of the Textiles Committee rccognized that there continued
to be a tendency for an unsatisfactory situation to exist in world trade
in textile products, and that such a situation, if not satisfactorily
déalt with, could work to the detriment 0f countries participating in
intcocnational trade in textile products, whother as importers or expor-
ters or boths It could adverszly affe#ct prospects for intcernational
cooperation in the trade field and could have unfortunate repercussirns
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n trade relations in general, and the trade of developing countries in
»articular.

4. Some participating countries, importing as well as exporting, felt
that there was a need for modifications to be made to the text of the MFA.
Others were of the opinion that any difficulties that may have arisen were
due to problems of implementation, and that the provisions of the MFA are
adequate to deal with such difficulties. It was agreed that any serious
problems of textile trade should be resolved through consultations and
negotiations.

5s1e As regards that was described by one major importing participant
in its statement to this Committee as its pressing import problems, the
Textiles Committee recognized that such problems should be resolved bila-
terally under the provisions of Article 4 or Article 3, paragraphs 3 and 4.

5.2 The Committee noted one major importing participant's statement con~
cerning the basis upon which it intended to. achieve its stated objectives

by bilateral consultations and negotiations and noted the expression of
goodwill and flexibility made by certain exporting participants now pre-
domifiant in the exporting of textile products of all the three fibres covered
by the Arrangement. . :

5.3 The Committee agreed that within the framework of the MFA, any such con-
sultations and negotiations should be conducted in a epirit of equity and
flexibility with a view to reaching a mutually acceptable solution under
Article 4, paragraph 3 or Article 3, paragraphs 3 and 44 which does include
the possibility of jointly agreed reasonable departures from particular ele=
ments in partlcular casese

5.4. It was agreed that any such departures as mentioned in sub-paragraph 3
above would be temporary and that participants concerned shall return in
the shortest possible time to the framework of the Arrangement.

5.5 ‘The Committee also urged all participants concerned to move promptly to
negotiate mutually acceptable solutions in the spirit of the MFA.

5.6 The Committee affirmed that, in seecking such solutions, the interests
of the developing countries, new entrants, and small supplicrs shall be
recognized, and the provisions of Article 1, paragraph 4, would be fully
kept in view.

6. The Committee recognized that countries having small markets, an ex-
ceptionally high level of imports and a correspondingly low level of do-
" mestic production arc particularly exposed to the trade problems mentioned
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in the preceding paragraphs, and that their problems should be
rasolved in a spirit of equity and flexibilitys, 1In the case of
those countriesy the provisions of Article 1, paragraph 2, should
be fully implementeds

7. The Committec reaffirmed that the two organs of the Arrgngement,
the Textiles Committee and the Textiles Surveillance Body should ,
continue to function effectively in their respective areas of oM
petence.

8. It was relterated that in the future 1mplementation of the MFA,
the special problems of developing countries shall be fully taken into
account in a marner consistent with the provisions of the MFA, in par-
ticular .irticles 1, paragraph 3 and 6 thereof.

9. All participants saw mutual cooperation as the foundation of -the
Arrangement and as the basis for dealing with problems in a way Whlch
would promote the obJectlve5 and aims of the MFA. Participants‘

phasized that the. primary aims of the MFA are to ensure the -expansion

of trade in textile products particularly for the developing ‘countries,
and progressively to achleve the reduction of trade barriers and the
liberalization of world trade in textile products while, at the same time,
avoiding disruptive effects on individual markets and on individual lines -
of production in both 1mport1ng and exporting countries. In this con-
text, it was felt that in order to ensure the propar functisning: of
the MF/, all participants would zefrain from taking measures on tex-
tiles covered by the MFA outside the provisions therein before exhaust-
ing all the relief measures provided in the MFA.

10. Taking into account the evolutionary and cyclical nature of trade

in textiles and the importance to both importing and exporting countrics
of prior.resolution of problems in a constructive and equitable manner
for the interest of all concerned, and on the basis of the elements men-
tioned in paragraphs 1 through 9 above, the Textiles Committee considered
that the MFA in its present form should be extended for a period of four
years subject to confirmation by signature as from 1% Decembexr 1977

of a Protocol for this purpose.

#* e k% #
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FOOT MOTES

Research on this papcr has been sponsored by the Trade Policy
Rescarch Centre, London, U.K. under its Programme of Studies for
the New International Economic Order. We are grateful to Mr. Hugh
Corbet, Director of the Trade Policy Research Centre and his collea-
gues for providing us various facilities including travel around
the globe and research assistance. Ms. Rosalyn Jackson of the GATT
Sacretariat and Ms. 2ri Nicolaides of the Trade Policy Research
Centre have provided useful rescarch asslstance to us which we
would like to acknowledge here. During the course of our work
on this paper, we have had the benefit of discussions with several
people in a number of countrics and it is not possible to list
all of theme .mong them, we would like to make particular men-
tion of Dr. Tumlir, Chaltman Wurth of the Textiles Surveillance
Body, Drs Nurul Islam, Em. Syed i. Abbas, Mr. B.D. Jayal,
Mr. William Dorward, Mces Kayser Sung and Professor .Amartya K. Sen.
We would also like to ackmowlidge the special help received from
various officials of the Govermment of- India, the Govermment of
UK., the Government of U.Sesi., the Govermment of Hong Kong, and
International bodies including the GATT, the UNCTAD, the PLO, the

** World Bank, the European Economic Commission and Commonwealth Sc-

cretariat in undertaking this research. The preliminary.findings
of this study werc presepted at the International Conference on
'Proposals for a New International Economic Order' in New Delhi
during December 12-14, 1977. The observations of Professors
Alsdair I. Macbecan, Robert Baldwing Max Corcden, Dr. K.B. Lall

and others on our draft paper at this Conference have helped us
in revising the paper in its present forms Needless to add that
we alone are responsible for any errors and ommissions which might
be found in this paper.

Mlchad.Meacher,\Member of the British Parliament observes "4 major
question. on future of world trade is being hammered out at Geneva
and elsewhere which yoes well beyond its immediate subjecct of tex-
tiles. The renewal of the Multi~Fibre Arrangement (MFi) which
governed international trade in last three years is important

in its own right given the special problem of the textile indus-
try in UK. and elsewhere in the West. But it also reflects wider
issues that may increasingly dominatc the world trade scene over
the rest of this country." From the speech as reported in the
Guardian (London), May 11, 1977.

"We cannot stand silently watching our own industry's decline”
says a statement issued by Burlington Industries. It further
addsy "We are therefore compalled to speak out publicly to alert



18-135

”

all those who are affected by this danger - employecs, share-
holderss supplicrs, legislators, customers and friends in the
communities wherz we operate". The Financial Times, Wednesday,
april 13, 1977.

See GATT: Study on Textiles, L/3797.0op. cit., p. VII-12; For
an evaluation of the objectives and achievements of the LTA, see

the International Trade in Cotton Textiles and the Developing

ountriess Problems and Progpects, Report by the United Nations
Conference on Trade ahd Development Secrﬂtanat: New York, 1974,
TD/B/c.Q/ll'?/Rev.

Study on Textllc.s, QE g;t., p.IV-34

General .xgr_ement on Tanffs and Trade, International Trade 12 6/17,
Genevay 1977, p.61

For a detailed analysis of the trends in world trade in textiles
and clothing during 1970-75, with spccial rcference to the re-
lative performance of the developed countrics and the develop-

ing countries in this %trade, the readcrs arc referred to Syed

e fbkass "Review of International Trade in Textiles from the
Standpoint of Developing Countrics", paper presented at the Semi-
nar on Multi Fibzre ;wrangem’-\nt organisec by the Commonwealth Secre-
tarlat in Hong Kong in May- 1977.

The follow1ng account of the history of the commercial pollcy of
the United Statzs and Japan relating to the arrangements negotia-
ted for the rcgulation of the Japanese exports to the U.S. is
largely bascd on a study by Warren Hunsberger. For further de-
tails, see Watren Hunsberger, Japan and the U.S. in the Woxld
Trade, (Study prepared for the Council on F ccign Ralations),

N-w Y;ek, Harper & Row, 1964

For a general analysis of the currently prevailing quantitative
import restrictions (.» non~teriffs measures) espncially of the
nature of "V:luntary export restraints " in world trade in the
present series of papers sponsored by the Trade Policy Research
Centre, London (U.K.) under its Programme of ‘Studies for propo-
sals for a New International Economic Order.Vijay G. Pande," Quan-
titative Import Restrictions, "Voluwmtary Export Restraints" and
Emergency- Protection®, Papcr No.l4.

These data arc cited in "New GATT Textiles .rrangement aims at
Oxderly Trace Expansion," Commerce Today, (Office of Textiles,
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.Coftmorce Todays, Vol. IV No.9, February 4, 1974, op.cit.

100 General Qgreement on Tariffs and Trade, Arrangement Regarding

11

. 12.

13.

14.

15

16.

International Trade in Textiles, Genevay 1974. Our purpose
in this section is to highlight only a selected provisions of
this nrrangement.

There are three related studies on this subject prepared under
the auspices of the General agreement on Tariffs and Trade.
(i) GaTTt Textiles Committee: Production and Trade in Textilocs
and Clothing 1974-763 Report by the Secretariat, COM. TEX/W/35,
29 Octobexr 19763 (ii) G.TT: Textiles Committce: Repoxt on
jjustment_Assistance Mecasuress Note by the Secretariat, OM.
TEX/W736 29 October 19765 and (iii) GKTT, Textlles Survelllance
Bodys  Report of the Textiles) @uyve el By e »
@omBlttitoe, October 1976, COM. TEX/SQ/HRS, 5 November 1976.

“The other study is United NationslConference on Trade Develop-

ment: Internationgl Trade in Textiles an veloping Countries,
Report by the UNCTAD Sccrctariat, ID/B/C.2/174, 12 May 1977.

Development Research Institute, Hong Kongs Develogmgntiang
Perspective of a Lothing Colony, (Translated Summary of Progress
Report No.6 under the Research Project on Industrial Re-adjust-
ment and the Intcrnational Division of Labour), Tllburg (Nether-
lands ), March 1977.

Government of Hong Kong (Department of Commerce and Industry),
'Export of Textiles from Hong Kong: ., History of Quota Conw-
trols from theiriinception upto 30th September 1971' p.l.

The adaptability of the Hong Kong'¢ industry to the commecrcial
policics of the main importing countries is remarkable indeed.
During our pc¢rsonal discussions with some of the industrialists
in Hong Kong, we wera told that the industry was more concerned
about the need for an carly decision of the developed countries
on the future of the MFA so that they could plan their business
for the future before the changes become effective. We were
also informed about some of the Hong Kong's manufacturers of
clothing setting up production in countries like Macao largely
to take advantage of more liberal and underutilized quotas of
exports of textiles and clothing from such countries.

Intcrnational Tiade IQ,TextilegAanddgqgglgglgg_ untrics, op.cit
Re7

GATT. Textiles S :velllgnge Bodyy Report of the Textiles Surveil-
lgggg Body to the Textileg Committeg,op.cit.
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Study on Textiles, ops cite, p.IV-41, Para 1
Ibid, peIV-43, para 3
Study on Textiles, Op. cite, p.IV-39

International Trade in Textiles and Developing Countrigg. op.cit.,
p.10

Some of these studies ares
Carolin Miles, "Employment in the Ihdustrialised Countries;

UNCT .iD, Ag]ustment Assistance Heas_;e_g, Report by the UNCTAD
Secretariat, TD/121/Supp.1, Gencva: United Nations, 1972;
Gerhard Fels, ".djustment Assistance to Import Competition"

in Hugh Corbet and Robert Jackson, (eds.), In_Seapch of a New
World Economic Order, Londons Croom Helm, 1974, Chapter 14;
Institut fur Wezwirstchaft (Kiel), Structural idjustments in the
German Economy, Summary of Main Report (Transltated by Gotz
Schreiber, Washingtory, D.C.; ilorld Bank, March 31, 1976° and
Development Research Institute, Industrial Re-adgustme_nt in

Developed Countries and Imﬂne@g
Translated Summary of Progrcss Report No.3.

Tllburg Netherlands)

Institut fur Welwirtschaft (Kiel), S
German Economy op. ¢ite, p.4

GiTT, Textiles Surveillance Body, Report of the Textiles Survei-'
llance Body to Textiles Commit;ge;e_._, Op. cit., p.4

Jan Tumlir, “Emergency Protection against Sharp Increases in
Imports® in Hugh Corbet and Robert Jackson (eds.), In Sgarch of

a_New Economig Order, Op. c:.t., Pe262

Devclopment Research Institute, e _European Clothin Industrys

Problems and developments, Tilburg (Nethorlands); Translated
summary of progress Report Nos4

Frank Wolter, "Mjnating fooImpotte froh BevBlappn, couabricin
The-Evitente Fygh : fbminaOapsbel Rich-Rcosources Poor Country,®
paper presented to a Sympdsium at Kiel, Dccember 8-9, 1976,
Table i-6. Cited by De Keesing in a mimeographed study on
“Trade Liberalization and Export Promotion" prepared at the
Worl: Bank, Washington DeC. (U.S.4.)
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F. Baro explains that the ™constant incrcase in labour cost -
and the reluctance of many workurs to perform boring and
repetitive work have ‘engaged toxtile and machinery manufactur-
ers in scarch of advanced solution which find thcir expression
in the automation &f Inkerscctings, High Draft Finishers and
Spinning Frames as far as prcparation and spinning of fibres
arc concerned.s" F. Baro, "automation on Preparatory aodc
. Spinning MaChinuIY“, Canacian Textile Journal, September
1976, P.119.

as roportod in a news item in Guarcian (London), July 7, 1977

Institut fur Welwirstschaft (Kiel), S ural Adjustments

in the German Econamy to JIncreasing Mgnufactu;ed Goods Import
frgm LDCs . gglg;t., peb

These flgurcs“arc taken frdm the U.S. Department of Commerce,
Cotton, Wool and Manmade Fibre Textilesg anc Apparel, U.S.
Production, Imports and hnpor£7§ioguction Ratios, Washington
D-C., December 1976

Hugh Corb t, "Global Chabdénge to Commercial Diplomacy",
Pacific Community (Tokyo), October 1971, 9.223

Cited by 3« Narasimhan in his paper on "The Multi-Fibre
Arrangements and the MIN', prcs ented at a seminar on "Multi
Fibre .xrrangement' organised by the Commonwealth Secretariat
in Hong Kong from May 9 to 13, 1977

Jan Tumlir has statcd this fact in the following words:
“"European experience shows, though, that industrics faced
with an irrevocabls schedule of trade liberalisation pour
all their cemergy into adjustment and achieve it quite
quickly" and clarifics that in car ¢ of an agreement on
safoguaro clauses, "pressurc on governments from their own
1imdugbEies  demanding ﬁwto&tldm L Iik.él?i‘bd’%@lamt consclaorably”

L¥e Jan ‘Fumiiz, “Emergefity Peotection against’ c
sharp increases in imports™, op. 01t. ‘

The UNCTAD Secrctariat's Report on International Tracde in
Textiles and Developing €cuntrics has also made this point.
To Quotcs "“The broacdening of cowerage of the Arrangement
Regarding International Trade in Textiles to include man-
mace fibrces has discouraged investors from establishing
manmacde fibre industry even in developing countries which

* possess the requisite financial, technical and raw material

resources to do so," op. cit.
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Jan Tumlir “Bmergency Protcction against Sharp Increasec
in Imports". op. cit. p. 264

From the 'Conclusions of the Textiles Committee adopted
on 14 Decemben 1977!' reporduced in the appendix to the
Post-Script.

Reuter's News Bated January 14, 1978 as printcd in the
Financial Express (Bombay) dated January 15, 1978.

For substantiation of this statement, see Rhys David, "WK
Textiles: & new Lease of life," in the Financital Times
Survey (Loncdon), dated January 27, 1978.

The General Agreement on Tariffs and Trade noting the
growing tendency towards protectionism in international
trade £L 1976-77 commented that protcctionism *has be-
come a dangerous political force". It furthey stated that
the "spread of protectionist pressures may,well prove to
be the most’important currcont development in international
gconomic policies, for it has rcached a point at which
the continued existence of an intornational order based
on agreed and observed rules may be said to be open to
question®. The General .,greement on Tariffs and Trade.
International Trade 1976-77, op. cit., ps1l and p.22, The
latest annual repert of the Intuornational Monetary Fund
has made the following obssrvation on the emerging trend
of protectionism in international traces “The domestic
and external cdifficultics being experienced by many coun-
trics, particularly with respect to the problem of unemploy~-
ment, have given risc te pressures for protectionist mea-
sures. On the whole, such pressures have been resisted,
and there hav: been relatively few instantes of recourse
to trade restricticns by major trading nations. Neverthe-
less the persistonce of such pressurcs, as evident from
rising protectionist sentiments in particular industries
in some industrieal countrics, continues to be cause for
scrious concern". This Report has gone on to give a stern
warning in this connection in the following wordss “If
the forces of protectionism are not resisted the resort

to restrictions on tracde would harm the open international
trading system; It would not provide any rcal solution
to the esconomic problems confronting the industrial eco-
nomics and could have effccts destructive of prosperity

in the world economy". Sce, the International Monetary
Fund, Annual Report 1977, Washington D.C. 1977, p.2.
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