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ARR ANGEMENTS GOVERNING INTERN.TION..L TR..DE IN TEXTILES:
*
A SUMM/RY VIEW OF ISSUES ..ND PERSPECTIVES

CH/R/N W.DHV..
ViSANT MOTE

INDIAN INSTITUTE OF M.N/GEMENT, AHMEDABAD

This Study has primarily been concerncd with the issues and
perspectivaes on the historical evoluti:n and working of the arrangements
governing international trade in "textiles", particularly the latest such
arrangement, unofficially known as the Multi Fibre Arrangement (MFA). While
we havc discussed the problems of both the developed and the dev:loping '
countries in the field of world trade in textiles and their implications
for structural changss in the pattern of a morc rational intcrnational divie
sion of labour, grcater attention has been paid to'ihe problems of the
developing "textile" exporting countrics with special reference to the

Southeast .sian countricse The study has mainly concentrated on the

adjustment problems in the working of the MFA. The working of the multi-

% .
This paper presents the ' Sumary  and Conclusians' of our DRAFT REPORT
on the Study of 'International Trade in Textiles with Special Reference

to South Asia' being sponsored by the Trade Policy Research Centre,

(TRRC) Lond>n (U.K.)a The major findings of our draft roport werce presen-

ted at the International Confcronce on Proposals for a New International

Economic Ord'r organiscd by the TPRC at New Delhi during Dece. 1214, 1977,



latcral surveillonce for the implomentation of the MF. through the Textiles
Surveillance Body (TSB) has bcen cvaluated. 1In the light of tho findings,
the Study has offered a fow suggestions for renegotiating the MFA in the

near future to achievc its objectives more cffcctivelys

The study is aivided into seven main sections, Section 1
provides on introduction to the statement of the problems. to be studied
and the approach adopted by this studye. As a background to the problemg
to be studied, Section II highlights some rccent trends in the growth of
world textiles and clothing industries especially during the period
1970-75. These include a review of trends in consumer oxpenditurc,
production, employment, machincry in use and world tradee. Section III
presents the historical evolution of the arrangements governing interna-
tional trade in "textiles™s The main features of design and organisational
aspects of the latest such arrangement, namely the MER arc discussecd in
Section IV. Scction V provides an apporaisal of the working of the MFA.
Section VI outlines a few suggestions for renegotiating the MFA. /4And the
question of the desirability of the extension of the MFA approach

to somc other sectors is examinad in Section VII.

The main conclusitns of this study relating fo the appraisal

and thc future renegotiation for the MFA may be sumiarised as follows:

The basic objoctives of tho MFA like its predecossor (the

Long Term Arrangement in Cotton Textiles or the LTA) are valids These



consist of the long torm and the short term objectivess The long temm
objéctives aim at tho achievement of structural changces in th-international
textiles industry in a growing world for s-eking a morc viable pattern of
intornational division of labour and freer trade in line with the principle
of dynamic comparative advantage of all countrics of the worldy whether
developed or developinge. The short term objectives aim at a morc orderly
expansion of world trade in textiles without causing severe adjustment ;
problems during the transition either to the developad countries or to

the developing countriese.

The MFA has becnh a definite imgcrovement over the LTA in three
major wayse Thc first one relates to increasing the coverage of the products
beyond cotton textilés to wool, man-~made fibros and blends mainly to meet
the demands of the developed importing countrizs for reducing the pressurcs
in their domestic ceconomies to sharp incireas?s in impo}%s of the latter
catcgorics of productss The socond one concerns the laying down of the

guidelines for determining the threat or occurrence of market disruption

which is the main operational safeguard provision in tho MFAe. .nd the
third one consists of institutionalising tho process of multilateral
surveillance by crcating a standing body, namcly, the Textiles Suxveillance
Becy for oversecing the implementation of the MFA and particularly making
the imposition of new restraints cm imports subject to multilateral

revicwss Thus by its design, the MFA tried to achiove a balance of



interests of the exporting and the inporting member countries of the MFas
Even though most of the ceveloping countries reg:rded the MFA (and similar
carlier arcangements) as derogation from the general principles of the
G..TT, they accepted the arrangements as being a satisfactory compramise
in terms of the design sinee they provided certain benefits to them like

a predefined degreoe of access to the markets of the developed countries
and subjected the imposition of new restrictions to a process of multila=-
teral surveillance through the TSB and also linked them with the under-
taking of appropriate adjusta;nt measures in the concernad countries
towards a morc viable global production and trade structurc in 1line with

the dynamic principle of comparative advantagoes .

However, in practice, an appraisal of the working of the MFA
provided in Section V shows that the long term objectives of the MFA
were nearly neglectced by most of the developed maember countriese As for
the achievement of the short term objeotivos, it asséars that thése WZIC
achieved leaving both the developed importing countrics and more so the
developing exporting countrics dissatisfied with the implén:ntation of

the MFA in terms of achieving the balance of interests of the exporting

and the importing countrics.

From the point of the devcloping countries, the implementas
tion of the MFA largely through the instrument of bilateral agrecments
and without sufficient powers with the TSB exposed them to a process of

negotiation among participants with unequal strength resulting in tilting



the balance of interest in favour o% the devreloped importing countries.
Through a preliferation -f the number of restrictions imﬁbsed and consi-
dering the nature of these restrictions at disagreegated level of speci-
fic products of the grcatest cxport interest to them in which they clear-
ly possessed comparative advantage and also considering the cases of the
violations of the provisions of the MFA as per the opinion of the TSB on
which no (or insufficient) action was taken by the concerned developed
countries imposing fresh restraints, the UNCI.D Secretariat has concluded
that the developing countries have felt that the implementation of the
MFA has left a lot to be desirede In addition, a number of developed
countries have not hesitated to take unilateral actions outside the provi-~
sions of the MFn a8 it suitcd them without first exhausting the possibi-
litics of consultaéions under the MFi and also not cared to pay any com-

pensation to the affected developing countriess

Some of the developed importing countrics oftéﬁe MF.\ have, however,
felt that the implementationlof this arrangcment has not enabled tham to
check sharp and substantial increcascs of imports of some of the textile
products leading to situation of markct disruption and coupled with the
recession in their domestic economies has accentuatedthe alrecady existing
special problems faced by their toxtile industrys The domestic producers!
lobby in several developed countrics has claimed that the continued inflow
of “cheap imports" during recessionary conditions has led to unbearable

position causing substantial unemployment, too high import penetration



ratios in several products lcaving vory little proportion of home market
for domestic_import-compoting industry and a substantially adverse net
balance of trade for their country comparcd to carlier situation of
surplus. They have, therefore, urged their governments to renegotiate

the MFA which should be more restrictives

This study, viewing both sides of the picture, concludes that .
there ‘have been short terms advantages of the MFA to both the developed
and the developing countries. Despite several problems with the implemen-
tation of the MFA and relative ineffectiveness of the TSB in several
instancosy. t hé developing countries could have ended up with having to
bear more restrictions than they have had to face during the period of
the MFA. In a broadér context, the TSB which might tbe regarded as a test
case as to how Article XIX of the GATT may be modified may be said to
have had some restraining influence on the dcve%&ped member countries
from intensifying new rest;ictions on imports from developing member 1

when

countries particularly / much of the period of MFA cof'ncided with the

prevalance of recessionary domestic conditions.

-On the other hand, the case for tightening restrictions on imports
of textiles from the so~called “cheap import" sources being advocated by
the protectionist lobby on the grounds of substantially adverse effects
on employment, market disruption due to very high rates of import penetra-

tion and deficit in the sectoral trade balance is being highly exaggerated.



Recognising the special difficulties of the textiles.and slothing indust-
ries in several developed countries, especially the problems affecting
structural adjustments, we hawve arguec that the currcnt campaign for
restricting imports fram some developing ccuntries has beon misguided since
increased import of these products from the developing countries is not

a major cause of the current difficulties of some of the developed coﬁntries
(like U.Ks and France) and that the concepts being deployed to muasure
adverse effects to these economies arc analytically very weake The
developed countries, espccially the EEC, should thercfore, not pay too

much attention to the case made out by the domestic protectionist lobby

‘while renegotiating the MFA.

After rcasserting the validity of tho objectives of the MFA for
the future, this Study has mad e the following suggestions for improving

the effectiveness of the renegotiated MFA:

»
~

i) The guiding principles for the renegotiation of the Arrangement
shoutd be multilaterality in sanctioning Jiscrimination in emergency
restraints with time bound exemptions for certain mgrginal suppliers
from among the lesser developed countries and fairncss in tcrms"
of a progressive system of compensatory support to the affected
partiés in case the emergency rostraints are to be continued beyond
the initially agreed period backed by a commitment on the part of

all participating countriess



ii) Evulving a consensus on th. cormon stind of tih. developing coun-
tries on the i:sues and expressing the through 2 Textile Commi-

ttee of the UNCTAD;

e
[
e

~

Attempting to negotiatc the ['Fa in torms of an integrated appro-
ach combining tariff and non—tarifﬁ barricrs under th; GALTT
iv) Seeking a system of progressive compensation from the developed
countrics invoking G/TT's Articlc XIX to affected countries

vihen resort is not taken to the MF. approachs

v) Redefining market disxuption by statistically verifiable

comparison of the affoctod parket segment which is comparables

we hive sugcested @ new information system (customs code) to
incoréorate a few broad qualitative differcences duc to varia-
tions in technical specifications and standards of cloth, mate-
rial used and finishing;

vi)Redefining the concept of "Minimum Viable Production' which is

statistically verifiable;

vii) Globalisation or Limited Globalization »f quotas when justifia-

Py

ble new rcstrictions on imports have to be imposed rescrving a
smaller proportion for the new and lessor developed marginal s P=
oiier countries in a time bound programmc; and letting impor-
tors compete freely for procurcment of imports within the

limit of the appropriately worked out overall quotas

viii) Cluarly 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 useds

(ix) Working out a five yearly adjustment assistance programme among
the countries with relative comparative disadvantage in major
‘product lines reviewed every five ycars and monitored and
reviewed annually; extending the life of the new MFA to five
years to_ facilitate . L five-year plan of

adjustment of production, investment and trade;

(x) Strengthening of the role of the TSB through voluntary accep-
) tance of thé obligation of each participant to submit all
necessary information for reviewing each of tho unilateral

actions as well as bilateral actions and also authorising the

TSB's new comnittee of professional expexrts to conduct field
enquirics within the territory of the participating country

as well as the undcertaking of payment of fair compensation to
the affected partics multilaterally negotiatoed under the codi-
fied procedurcs; and institutionalising market rescarch to
anticipatc the new devclopments in the futurc which would re-
quire immediate actiory and increasing the representation of
the developing countriecs in the membership.of the TSB in a more

effective manner; and last but not the least,
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(xi) Formally giving duc wcightage to the intorests of the consu-
> mers and distribution trade channels in thce developed import-

ing countries.

Finally, on the question of the desirability of the extension
of the MFi approach to othor scctors, this study warns against the dangers
of submitting to sucht emptations. It argucs that considering the expori- -
ence of the implementation of the MF4 and particularly the cxisting weék-
nasses of the TSB, it should be cluarly undesirable to even think about
the rcal possibilitics of oxtending the MFA or the MFistype approach to
other sectors. Since it would be ncarly impossible to do away with the
conti-nuation of the MFA for the textiles scctor keeping in viow the past
history of the arrangements in textiles, the best hope for the world would

be to renegotiate the MFi with operational improvement s some of which have

¥ o

~

been suggested in this studye.

A few tables and statements having a. bearigg on the issues and
conclusions presented in this paper arce appended to help the readers to

get a better perspectivees
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Table 1

Value Added and Employment Provided by Textiles and
Clothing Industry in Selected Countries

Value added to textiles and Employment in tex“iles and
clothing as proportion of clothing as proportion of

Country value added to total domes- total industrial employ-

tic manufactures mant

1963 (%) 1969 (%) 1960 (%) 1970 (%)
Austria (1970) N.A 12.5 17.0 1646
Canada 8.1 - 7.4 13.3 11,7
E.E.C (for 1970) NeA 9.0 10.5 8.8
Japan 9.9 7.9 N.A 8.9
Switzerland N.A NeA 8;57 11.1
UsSsh 7.3 6.9 1249 12.1
Hong Kong NeA NeoA 44,7 4043
India 2647 2247 37.1 NeA
Pakistan 39.7 .8 NeA NeA
Republic of Korea 19.5 18.2 16.3 2344

o m——

wurces Tables 53 and 54 in Addendum 1. Published by GATT .Secretariat.
Ref. No. L/3797/Add. 1 of 29 December 1972.



Table 2

—

Net Balance of Trade_in Textiles (4) and Glothing (B)
by Main Arcas (Between 1960-1970)

——— - A A m ———aira s

(In Millicn Dollars F.0.B.)

- - R e e S —t - e

1960 1965 1970

Develped A 1,022 793 1,107
Areas B 134 -37 =939
A+B 1,156 756 168

Developing A -1,039 -898 -1,057
ireas B - 158 +92 960
A+B -1,197 =806 ~97

Eastern Trade A 117 105 -30
Area B 24 - 55 9
A+B 141 50 o

v s 4 e

< —— - FANe % etem e e G b

Source: General Agreccment on Tariffs and Trade, Study on Textiles:
Report of the Working Party on Trade in Textiles, i73797,
29 December 1972, p.l1I=84
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Table 5

CONSUMER EXPENDITURE ON CLOTHING IN
SELECTED C” INTRIES
(it constant 1970 prices)

A = s < an AU~ 8 a7 e U Al TN ——t———p . bt - A 6 N e e . mm——

Indox numbers, 1970=100 Percentage chenge
....QVer previous year

1972 1973 1974 1975 1972 1975 1974 1975

————— 0 e BT Rt e im A wm A m AN wemme - mmimem o o= e - —— e [ . - —

gect Total 109 114 116 118 5 4 2 2
Clothing 109 111 110 109 5 2 -1 -1

Norway Total , 108 1il 15 120 3 3 3% 4
Clothing 102 99 98 104 -1 =3 =1 6

Sweden Total 102 103 108 111 3 1 5 3
Clothing 95 99 110 113 1 4 11 3
Austria® Total 113 119 123 126 6 5 4 2
, Clothing 114 116 120 123 75 2 3 2

United Statcs Total 110 115 114 115 4y -1 1
Clothing® 112 121 120 124 6 B8 =1 3

Japan Total 117 127 129, 136 9 8 1r o
: Clothihg 114 116 114 .. 75 2 =2 e
Greece Total 112 120 122 128 55 7 2 5
Clothing 118 124 129 .. 5 5 4 e

Spain Total 114 122 129 .. 8y 7 6 e
Clothing 112 117 115 .. 11 45 =1F ..

Isracl Total , 114 125 135 134 8t 9% g 1
Clothing 121 129 152 157 2115 9 3

Korea (Rep.of) Total 5 118 128 135 142 7 8y 5 5
6 Clothing 136 1% 161 167 12 15 3 4
Singapore Total 124 135 143 .. 9 29 6 .-

C o m— B R VI SR

— - W e wTe 4 aata e s o wea e

1Weighted by 1970 expenditure (convertec into units of account at official 1970
exchange rates)s Excluding Ireland and Luxembourge.

Including footwear

At constant 1964 prices

At constant 1972 prices

Including footwear and other personal effects

o b W N

At constant 1968 prices
-Source : OECD, Quarterly National Accounts Bulleting EUROSTAT, National Accountss
‘national statistics; Reproduced in General .grecment on Tariffs and Trade,
‘Textiles Committee, Production and Trade in Textiles and Clothing, 1974
1o 1976, Report by the Secretariat, COM.TEX/W/35, 29 Oct. 1976, ped
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Table 6
INDICES OF PRODUCTION OF TEXTILES ..ND

CLOTHING FOR .. FEW SELECT =D COUNIRIES
1970=100

et w m s w UrTma. SR . e eE—nee 6 S TERE . ke Tt L e wee - e e e — - = —area- ~ —— S

% change over the previous year
1971 1972 1973 1974 1975 1972 1973 1974 1975

v rp——— et

Countries

EEC Textiles iU3 16107 103 97 2493 94 =374 =583

Clothing
Norway Textiles 97 95 95 93 87 =2.07 0.00 =2.11 =b.46
Clothing 96 90 85 81 79 =625 =5.56 =4.T71 =247
Sweden Textiles 97 99 106 104 89 42,06 7.07 =189 =14442
Clothing 89 87 91 90 B3 =2.25 4.60 =110 =7.78
Austria T, 108 114 121 116 98 5456 6414 ~1.13 =15.52
Ce. 105 115 119 122 111 9¢52 3448 $2,52 =9.02
Switzer- o
land Te ) 101 “110 112 109 91 8.91 132 =268 =16451
Ce 101 101 98 92 87 0.00 =2.97 =6.12 = 5.43
Canada T. 115° 124 135 132 124 732  8.87 2.23 =6.07
C. ‘108 112 116 116 114 3470 3.57  0.00  «=le72
UeSeA T 102 110 120 115 103 7e¢84 9.09 =4417 =10,43
C. 100 108 116 108 97 800 7441 -6.90 -10.19
Japan Textiles 101 _ 105 111 97 93 3696 5,71 =12.62 = 4.12
and ST
Clothing .
Hong -
Kong
India T. 96 103 104 99 - 7.29 97 =4.81 -
C. 104 94 93 90 - =9.62 =1.06 =3.23

Korea (Rep. of) T. 121 161 201 203 263 23,06 24,84 +3.48 +26.44
C. 142 210- 389 510 654 47.89 85,24 +31.11 28.24
Malaysia T& ¢ 107 136 172 123 = 2710 26447 =28.49 -

Pakistan Cotton
cloth 109 104 97 98 92  «4.59 =6473 +1.03 =6.13

Cotton
Yarn 111 123 138 139 129 10481 12.20 +0.72 =7.19
Philippines T. 125 118 120 108 = 5.6 1.69 =10.00 -
Ce 113 115 145 137 - 1.77 26.09 =5.52 -
- Singapore T. 13 183 212 183 162 36457 15485 =13663 11448

C. 146 223 262 246 213 52474 17449 =6.1]1 ~13.41

- n marsin e wr— -

Rt S L WRAAAS M dm 2

_Sourcet General Agreement on Tariffs andTradey Production and Trade in
Textiles and Clothing, COM/TEX/W/35/Add 1, Statistical Apwendix I
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Takle 7

—— L m—. )

INDICES OF EMPLOYMENT, TEYTILES .ND CLOTHING FOR .. FEW
SELECIEL _OWNTLIES

Countrics

t—— N - pemm A ———

EEC
Norway
Sweden
Austria
Switzerland
Canada
U.S.A
Japan
Hong
Kong
India
Korea

Malaysia

Pakistan

Philippines

Singapore

Textiles
Clothing
Textiles
Clothing
Textiles
Clothing
Textiles
Clothing
Textiles
Clothing
Textiles
Clothing
Textiles
Clothing
Textiles

Clothing
Textiles

Clothing
Textiles
Te tiles
Clothing

Textiles
Clothing
Textiles
Clothing

.970=1.0
1971 1972 1973 - 1974
100 98 94
100 99 93
100 83
100 115
91 85 86 86
86 81 79 78
101 101 100 93
104 109 108 104
96 91 85 81
97. 94 88 80
101 108 112 111
100 101 105 104
100 104 107 103
98 98 100 96
100 95 88
100 10C 102
99 95 79 70
118 129 15! 141
102 104 108 110
100 1i0 125
100 114 130
116 98 13/
111 110 176
128 177 201 169
133 182 920= 182

e - —eT e

1975

142
35
83
78
81
a9
69
69
99

101
95
38
83

107
81

179

111

)
% change over the

1972

»

-15-52
- 0.91
"%8 e28
‘736 -84

=5.00

caxr
1973A 1c74

~17.00
+15.00

+1.18 0,00
=247 = 1.27
-l.OO — 7-00
=0.92
—6059 -
=6.38 ~
+3,70 -0.89
3,96 =0,95
2.88 =3.74
2.04 =4.00
=7.37
2,00

4071

0.00

¢05 =16684=11.39

17.05 ~6.62
3¢85 1485
7600 13464

14.00 14,04

39.80
60.00
13456-15.92
12.64=11422

- 3.70

9.10

previous
1975

PR T ——— W w—— 3 ¢

71.08
=-26.09
- 3449

0.00

12.90
- 4 081
-14081
—13.75
=11.81
- 2.88
- 7077

-8.34
- 5.68
+ 4.90
~15671
126495

0.90
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Table 1

DEVELOPED MFA COUNTRIE3' IMPORTS FROM

DEVELOPING COUNTRIES

(U.Se $ million)

- me— . - L IS

From

All developing

countries in
MFA

of whichs

Hong Kong
S.Korea
India
Yugoslavia
Spain
Mexico
Brazil
Pakistan
Romania
Turkey
Israel
Pillippines
Singapore
Macao
Thailand
Colombia
Malaysia
Haiti
Egypt

El Salvador
Argentina
Jamaica
Guatemala

Nicaraguna
Sri Lanka

Textiles & Clothing Textiles

Absolute Absolute
change change
1975 1973-75 _.3.975 1973-75

64312 +1,540 1,976 - 34

24290 + 597 284 - 18
14399 + 452 359 + 56
497 - 1 309 =109
411 + 63 R - 40
313 + 90 150 + 44
283 78 109 + 10
236 + 51 187 + 46
195 - 20 168 - 29
194 + 44 41 - 5
176 + 52 94 + 19
120 + 11 28 -4
114 + 36 17 -
114 - 283 19 - 3
114 + 36 4 - 1
92 + 15 45 - 1
90 + 35 52 + 14
62 + 39 25 + 12
33 + 15 10 + 4
21 - 19 21 - 19
21 + 10 6 + 1
19 - 10 2 - 8
7 - 1 - - 1

5 + 2 2
5 + 4 3 + 3
3 + 1 1 -

e

e

Clothing
Absolute

change

1975 1973=75

44342

2,006
1’040
188
379
163
174
49

27
153

(e}
(&)

92
97
95
110
47
38
37
23

15

=
NN WO

+1 ;574

+++++1l ++++

+

+ 4+ +

[

Source 8 Production and Trade in Textiles and Clothing, Table 27 (GATT Com.
Tex/W/35/add«1,29 October, 1976)
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Table 12_

SHARE OF INDIVIDUAL COUNTRIES IN DEVELOPED MEMBER COUNTRIES!
IMPORTS OF TEXTILES & CLOTHING FROM DEV=LOPINF HMEMBER COUNTRIES

(%)
Origin 'Textiles & Clothing Textiles Clothing
1973 1975 1973 1975 1973 1975
All Developing 5,272 6,512 2,004 1970 3,268 4,842
Countries ’
( mill ceief)
of which 3
1. Hong Kong .1 33.6 15.1 1444 4246 41.4
2+ Korea 18.0 20.5 15.1 1842 1947 2145
3s India 9.4 7.3 2049 1547 24 3.9
4+ Yugoslavia 6.6 - 6.0 3.6 1.6 5.5 7.8
5. Spain 462 446 5.3 7.6 346 3e4
6+« Mexico 3.9 442 5s0 ... 5.6 32 3.6
7+ Brazil 345 3.5 7.0 9.5 1.3 1.0
8+ Pakistan 441 2.9 9.8 8.5 0.3 046
9. Phillippines 1.5 1.7 0.9 0.9 149 2.0
10+ Singapore 2.7 1.7 1.3 1.0 35 2.0
1ls Thailand 1.5 1.3 2.3 243 1.0 1.0
12. Egypt 0.7 0,3 1.9 1.1 - -

KA R e v i - s e S Y e Aty ¢ o e 5 —. - - . N ———
—— —— D e~ “ - e

Source: Production and Trade in Textiles and Clothing, Table 27 (GATT GCom.
Tex/W/35/add. 1,29 October, 1976)

*
In 1974, value was 2,407 million U.S. §
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Table 13

IMPORTS OF TEXTILES ..ND CLOTHING BY DEVELOPED
COUNTRIES IN MFA

(U.S@million)

From other developed
countries

From developing
countries

From Eastcrn
trading area

Total

1970

4,623

2,750

325

7,700

1972

5,938

4,933

638

11,510

1973 1974 1975

7,326 8,458 8,106
75351 9,399 9,585

1,010 1,247 1,225

- -~

A TS S e A v SR -

15,857 19,109 135918 10,305

-

e Y

Source t Production and Trade in Textiles and Clothing,
Tex/W/35/add. 1,29 October, 1976)

%rise in
annual
rate
1976. 1930=76
1st
half
3,677 + 59%
640410 +339%
588 +2527
+168%
.. (GATT Com.
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Table 14

1 IN TEXTILES .10 CLOTHING OF DEVELOPED

QOUNTRTES IN MFA

NET TR..DE

—— T 8 L M b St B | S ot A s o Pl = i W AR s @ Asim -

(U.S. $ million) 1970 1972 1973 1974 1975 1976
= lst half
EEC +14785 41,044 + 956 + 699 - 402 - 815
Finland - 56 = 21 = 41 - 45 + 24+ 15
Norway - 223 = 287 = 346 -~ 427 - 502 - 264
Sweden - 427 = 516 = 585 = 744 =~ 871 - 453
Austria - 3 - 9 - 66 = 70 = 147 nea
Switzerland - 70 - 150 = 238 ~ 267 - 184 - 68
Canada? - 475 ~ 747 = 840 =1,097 =14104 ~ 738
U.8° “1,574 =2,382 =2,236 =1,739 =1,739 =1,218
Japan +1,4892 42,068 +1,112 +1,578 +1,942 +1,003
Australia’ - 338 - 427 - 680 =1,046 = 719  neas
Notesz2 ‘ tf
1

Exports (f.o.b.) minus imports (c.i.f.), unless otherwise stated

2 Exports (f.o.b.) minus imports (f.o.b.)

Sourcest Production and Trade in Textiles and Clothing, * . 0 (GATT Come
Tex/W/35/adds 1,29 October 1976)
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Table 15

AERAGE PRICES OF WOVEN SYNTHETIC FIBER /AND COTTON SHIRTS IMPORTED INTIO AUSTRIA
R SO in Austrian Schillings-

SYNTHETIC OOTTON
April March
1972 1973 1974 1975 1976 1972 1973 1974 1975 1976 .
H4Se heSe A LeSe AeSe neSe AeSe HreSe HeSas AeSe

German 8l.71 92.32 81.10 86.68 94474 " 75495 9840 123.9 121.6 1364

Federal ”

Republic A
Italy 72489 103.71 98,20 99,59 53429 114,10 156.40 129.35 177.R 87.08
Switzer- .

land 110,04 136.29 109,40 129.62 158.12 89.9) 13780 121.62 150.60 176473

Portugal = 35472  43.31 42.31 60.01 69.33 35650 36.8B0 45.45 41.90. 47.73
Yugoslavia 34402 44481 23,74 34430 45,75 82430 108.90 111.75 93.30 54.81

Romania 30.36 31e24 40475 &0_70 28449 el 50.0 - - -
Hongkong  32.57 43,59 50.70 4le33 39.78 36,75 52430 63.70 56475 58.85
Singapore 37.00 64.07 43.70 37060 39.46 - - - . 41450 38,14
Timor/ ,
Macap - - 4T.34 35410 33.83 - - 63.15 53.40 42.36
India N 59.90 55.87 63.60 57,10 56488
MalaYSia 37.0 53.70 43.50 39.20 35.03 - ) - - 49,10 54.11
Korea '
Rep. of 30,50 3le66 40,50 30,80 31.48 -~ 51.20" = - 83.33
. Sri -

, Lanka - - - - 42,69 - - - - 46,93
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Table 16

SELECTEL CHARACTERISTICS OF WaST GE M. TEXTILES »ND CLOTHING INDUSIRIES
EXPOSED TO COMPETITIV: MRESsWRE= OF IMPCRTS

Period Textile Clothing Manufacturing
e - - ___Jotal

le Share of total

increases of im= )

pérts from LDCs  1962-70 13.70 8¢30 100,00
2. Regional Concen-~

tration® 1970 0.53 0.43 0.719
3« Share of Female

employecs in total 1968 54470 82.20 29,30
44 Effective rote of R

tariff protection 1970 21.20 2150 11.90
5« Value added per

employe~ 1970 84.20 58.40 100,00
6+ Wages and saéarles

per employee 1970 78.10 62450 100,00
7« Rate O0f Return on _

physical capital® 1970 103.89 162,90 100,00
8. Labour saving

effect of gross .

fixed capital <

formation® 1964=70 0.95 0.77 0.57

- —

@ Manufacturing total 100
Cowefficient of Variation for industry share in manufacturing
employment by rogion. :

¢ Relation between the rate of increasc in physical capital per employee
from 1964 to 1970 and the rate of gross fixed capital formation as given
by the ratio between the accumulated capital formation vintages, 1964-70, an
and gross fixed capital stock in the base year 1964.

d Weighted mean

€ Does not include food, beverages, and tobacco.

Source s Abridged from Table 2 in Gerhard Fels, “Adjustment Assistance to
Import Competition," in Hugh Corbst and Rabert Jackson (eds. ),
In Search of a New World Economic Order. .

Londons Croom Helm, 1974, p.252
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‘Tabie 17

BOLY

COUNTR Y=WISE REPRLSENT..TION

(in addition to the Chairman, Mr. Wurth )

1974
EEC

Japan

U.S.A.
Sweden

Pakistan

epublic of
Korea

Yugoslavia

Tripartite.
Seat

(i) Mexico

(April-July)

(ii) Austria
(Aug=Seps )

(iii) Spain
(Oct=Dec. )

1.
2.

3

4o

Se

6o

Te

Be

AN

1975 1976 1977
EEC l. E=C l. EEC
Japan 2+ Japan 2+ Japan
U.S.A. 3- UOSOAC 30 UQS./\.
Canada 4o Finland 4. Norway
Brazil 5. Egypt Se Colounbia
India 6. Jamaica 6. Hong KXong
Hong Kong 7. Rep. of L
Korea 7~ Pakistan
Tripartite 8+ Tripartite 8 To be sharcd (for
Seat Seat 3 months each) bys:
(i) Philii- (1) Jamaica Malaysia
phinas (Jan=ipril)
(Jan=april)
(ii) Austria (ii) .wustria Hungary
(May-Aug) (May=-Aug)
(iii) Turkey (iii) Singapore
(Sep-Decs ) (Sep=Dac. ) Turkay

- w

Sourcet The Textiles Surveillance Body Neports
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Statement 1

ESTIMAIE OF EFFECT OF CHEaP IM.ORTS OF (ZXTILLS Of EMPLOYMENT SITULTION

According to the Coordinating Committe of the Textile Indus=
tries of the EEC (COMITEXTIL), botween 1971 and 1975, the number of
workers employed in tho textile industry in the EBC countries was reduced
from 2 million to about 1.7 million (or by about 17 per cent) and in the
clothing indust;y from about le3 million to about lel million (or nearly
13 per cent). The picturc of uncmployment in these industrics of course
varies from country to country with U.K. and France facing the greatest
difficulties in this respect. The European Trade Unicn Comitice in a
recenf positicn paper (dated Octobor 20, 1976) on thc renaowal of the
Multi Fibre Agreoment categorically stated that "Thore is nn doubt that
this rcccssion is .mainly due to the evolution of forpsign trade and
more specifically, to the pressure of Ycheap imports":? Both th. Trade
Unions and the manufactur:®s are agracd on tha harmful -~ Focts of conti-
nuation of the policy of cheap imports from the developing and other

countries,

In addition to the problem of numbers, thore arc z few other
aspects of the unemployment problom in the textiles and the clothing
industricse These relate to the work force constitutod to a larga exﬂcnt
by female workers or minority workers or imwigrants -nd workcrs with

_ relatively lowqualifications. These industrics arc also concentrated

“-in certain regions of tho countries vhere they are the major source of
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employment of the local work forcc. Tese characteristics make it very
difficult to move labour foice to other activities. Theré is the addi-
tional problem of the political force of the workers thrown o of their

jobs which no democratically elected govermment can afford to ignore.

40030000088 <& 9§ B 6 & O B > o o P a & & v € o o & s s e & v & = oo

® 6 e o 6 e ® 3 o0 0 & 6 s a 6 &+ & B 2 @ ¥ & © - &6 » ¥ e ©® = 6 & s o o2

Several research studies carried out by the cconomists of
the gewal#ped~count:ies subport the hypothesis that increascd imports of
textiles and clothingvfrom Fhe low cost developing countgies (not just
low wage countries) are not mainly rcsponsible for the woes of these
industries in the developed countries in recent years and in fact such a
compgtition helps in thz process of long temrm .readjustment of thesc indug=
tries in the developed countriés towards'the proQuct-mix with comparative
- advantagee The following excerpts from a study of the European Clothing
Industry by the Development Research Institute at Tilburg would throw light

, » ;
on some aspects of the problem under discussions -

" A
. Development Research Institute, he European Clothing Industrys Problems

and Developmentss Tilburg (Netherlands); Translated Summary of Progress
Report No.4, December 1976
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"Compared to the industry as a whole the growth of productivity
in the European clothing industry has lagged behind ‘alamingly
esee The discrepency between the growth of productivity

and costs of wages is undoubtedly one of the elements

that has affected the cost price unfavourably and has been
detrimental to competitiveness on an international level eeee
A great deal of imports arc coming from subsidiaries or sube
contractors abroad, especially in Gurmany and in the kKether-
lands ¢.." \

Concerning imports from low wage countries, it "appears in-
correct to earmark these as primary problem raisers in the
clothing industry; rath:r they sorved as the prov:rbial

straw which = because of the structurally unhealthy condi-~
tion of the clothing industry -breaks the camel's backe.

In one sense the accelerated growth of imports could cven

be scen as censequential to the problems, so far as the intere
national 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 morc substantial companigs use the
imports from low wage countries to safe guard their positions
within the sector at the expense of enterprisces which are smaller
and less secure financiallye Because of this the tendency to
concentrate and centralise will be fortified and tho breake
down process will accelerate™
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Statument 2

SHARE OF COMMUNITY MARKET FOR SCT.Z3770 ITEwa ACCOUIED
nY IMeTo FROo TRIDD CLUNTNIRS

The Europ:zzn Communiti—s Comais~isn Buckorosund Rewsrt dated
“March 30, 1977 citus tho followine figuoes far th. slre »nf the Comaunity

" Market accounted for by imports 2rom thizd countirics in 1975 for selected

productssé
(1) Cotton fibru 20 per cent
(ii) Discontinuous man-madc fibios 24 per cent
(1ii) Ladics' tops and bl:usus . 40 per cont
(iv) Swooters and pull-ovews 25 per cent
(v) Cotton Cl th 40 per cunt
(vi) Hen's shirfs 5. per cent

(vii) Trouscrs 30 p X cent
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FR..NK VIALT=Si'S BE31IILIE OF 1..: odIgF ©.USHS OF DIRECT
DiSPLACEMENT OF L/ABUU: IN UEST GIMailY DUIING 1962-75%

Causc Direct Displacement of labour
' (in thousands)

(i) Changes in labour
productivity 6453141

(ii) Growth of imports from
all sourcecs 1,6C% %

(iii) Growth of imports
* from LDCs 132.3

In oﬂo st of projecticns in the study being citod, the
displacement of labour from sustain < rapid ‘growth of incrcasing
imports of LDCs bectween 1973 and 1985 was eostimatoed at 546,200 ofisaot
partly by 400,200 additional jobs dircctly duce to incr .scd cxports
to LDCss The not loss of 446,000 jobs in a period of 13 yecars was

likely to be much less than the average displacament in chis period

.as a result of technical progress.

#

Frank Walteor, “idjusting to Imports from Developing Countiiess The
Evidence from a Human Capital Rich ~ Resource Poor Country", paper
presented to a Symposium at Kiel, December 8=-9, 1976, Table /4-6.



