
V . NEGOTIATING O PTIO N S AND O B JE C T IV E S  

The N egotiating Context

79 . The M FA w ill ex p ire  at the end of 1981. Its  s u c c e s s o r , i f  th e re  is  
on e, w ill be negotiated in the co u rse  of th is  y e a r , with the May meeting of 
the GATT T e x tile s  Committee the f i r s t ,  a lb e it te n ta tiv e , step . However 
th ese  negotiations re la te  only to the term s of the A rrangem ent i t s e l f ,  and 
the P ro to co l under which it was renew ed in 1977. M ost in te re s t  cen tres  on 
the b ila te ra l agreem ents w hich, fo r the main su p p liers to the U SA  and the 
E E C , do not exp ire  until the end of 1982. It is  p o ssib le  th e re fo re  that the 
M FA  may be extended to cov er the one y e a r  o v erlap . Another p o ssib ility  
is  that the M FA  renegotiation  may be u n co n tro v ersia l and give few hints as 
to the tem per of future b ila te ra l n eg otiatio n s. But th is  paper is  w ritten
on the assumption that substantive and detailed  argument w ill take p lace  

th is y e a r .

80 . The negotiations w ill be heavily influenced by p o litica l 'fa llo u t'
from  generally  d ep ressed  econom ic conditions in W estern  co u n trie s . T able 
24 sum m arises the main tren d s in o v e ra ll GNP and employment and te x tile s  
activ ity  in the main im porting co u n tries . S tr ic t ly  speaking, the econom ic 
conditions of 1981 a re  s c a r c e ly  re lev an t to the question of future agreem ents 
designed to run from 1983 to the la te  1980s - but they non eth eless influence 
the clim ate in which negotiating p ositions a re  a rriv e d  a t. O ther than to try  
to combat th is 'r e c e s s io n  m en tality ', v ariou s points could additionally be 
made by Idc n eg o tia to rs . F i r s t  developing co u n tries ' te x tile  in d u stries a re  
alread y sharing  the burden of in tern ation al re c e s s io n . As can be seen  
from  Table 25 the production index fo r  ld cs has fa llen  behind that fo r  dcs 
sin ce  1 9 7 5 , in sharp co n trast to the e a r ly  19 7 0 s . S e co n d , th e re  is  a 
good deal of v aria tio n  as between developed cou n tries (though a ll u se the 
same argum ents'.). The position  in N orth A m erica is  a good deal le s s  
serio u s than in E u ro p e, and within Europe the B r it is h  is  w orse than the 
German o r Ita lia n . T h ird , th ere  has em erged a b e tte r  understanding of 
the cau ses and e ffe c ts  of re c e s s io n  in in d u stria l co u n tries sin ce  1977/1978 
when, faced  with a serio u s econom ic downturn fo r the f i r s t  time sin ce  W orld 
W ar I I , se v e ra l governments succumbed to p ro tectio n ist thinking. Now, 
s e v e ra l governm ents, notably B r ita in , a re  con sciou sly  pursuing tight 
money p o lic ies  fo r  anti-inflation rea so n s knowing the co st in term s of un­
employment. They a re  (or should be) w ell aw are of the ir re le v a n c e  of 
p ro tection  to th e ir  econom ic s tra te g ie s  and the lik e ly  negative e ffe c ts  on 
th e ir  an ti-in fla tio n  o b je c tiv e s .
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The P o sitio n  of the DCs

(i) The Governments

81 . The form al negotiating position of the main p a rtie s  - the U S and the 
EEC  - is  not yet agreed  and is  s t i l l  su b ject to a con sid erable  degree of 
in tern al debate about p rin cip les and ta c t ic s ,  e sp e c ia lly  w here new governm ents 
- as in the U SA  and F ra n c e  - have yet to find th e ir  fe e t. But a few 
guidelines have been estab lish ed . The US adm inistration is  tied  by a 
commitment made by its  p re d e ce sso r  to C on gress that the M FA would be 
renew ed (indeed th is was a condition fo r  co n g ressio n a l accep tan ce of ta r i f f  cuts 
under the Tokyo Round). It appears to want a qu ick , u n co n tro v ersia l, 
renew al of the M FA  in ord er to head off p re s s u re s  from  C ongress fo r even 
more r e s tr ic t iv e  m easu res. A dm inistration spokesm en have indicated that 
they wish to se e  a fu rth er r e s tr ic t io n  of quotas on the highly in d u stria lised  
NICs and, p o ssib ly , some c la r ifica tio n  of the c r i te r ia  fo r r e s tr ic t iv e
actio n . S in ce  the U S has a lread y  dem onstrated con sid erable capacity  fo r 
obtaining more r e s tr ic t iv e  b ila te ra l agreem en ts, it may w ell take the view 
that th ere  is  lit t le  point d isturbing the o rig in a l M FA .

82 . The E E C 's  position  depends upon member s ta tes  whose in te re s ts  a re
d ivergent. The Com m ission, i t s e l f ,  which negotiated the 'rea so n a b le
d epartures c lau se ' and the 1 9 7 8 -8 2  b i la te r a ls , appears reason ably  w ell
p leased  with the status quo. A p ro g re ss  rep o rt on the M FA in 1980 concluded
that "the ra te s  of growth of im ports from  the cou n tries covered  by the p o licy
have been reduced and a stab le  tren d  esta b lish e d , while the community

30global ce ilin g s have been observ ed " . V iscount Davignon noted in A pril
that "o v er the past four y e a rs  the M FA has worked v is  a v is  the developing
countries but our com petitiveness has declined with re s p e c t to other in d u stria l 

31co u n tr ie s" .31 But the Comm ission is  under p re ssu re  from some member
sta tes  to toughen the cu rren t arran gem en ts, a lb eit w ithin an M FA  fram ew ork.
The B r it is h  government whose M in iste rs  a re  fa r  le s s  w ell d isposed , in
g e n e ra l, tow ards import con tro ls than its  Labour p re d e ce sso r  has
nonetheless committed its e lf  to the judgement that "co n sid era tio n  of a new
M FA  must take p lace against a le s s  favourable w orld trad e background and

32that a tough s u c c e s s o r  w ill needed".32 The new F re n ch  government is  
expected to be even le s s  lib e ra lly  inclined . The Commission has indicated 
that it exp ects to negotiate on the b a sis  that M FA import growth should be 
re la ted  m ore c lo se ly  to expected (low er) consumption grow th, that (like the 
U S) it w ill try  to hold back im ports from more advanced NICs to a g re a te r  
degree than the rem ainder and that ld cs should concede both g re a te r
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recip rocity  and a soc ia l c lau se . M ost of these objectives (except the so c ia l 
c lause) could probably be accom plished within tie MFA as it stan d s, even 
without a 'reason ab le  departure' provision . The Council of M in isters 
may well however make stronger demands, a s  a re su lt of employer and 
trad es union p re ssu re  on member state governments.

(ii) The Lobbies

8 3 . The m an u fac tu re rs  and  t r a d e s '  u n io n s , on one hand, and the r e t a i l e r s  

consum er g ro u p s and im p o r te r s , on the o th e r , have a lr e a d y  m o b ilised  fo r  

the com ing round o f n e g o tia tio n s . In the U nited S t a t e s  the C o n g r e s s io n a l 

T e x tile  C au cu s i s  p o w erfu l and o p e r a te s  c lo se ly  w ith the te x t ile  and a p p a re l  

m a n u fa c tu re r s , and w o r k e r s ' un ions in a  jo in t cam p aign . T h e ir  main 

o b je c t iv e s  a r e :

(a) reduced growth ra te s  fo r quotas on cotton and man-mades,to somewhere 
c lo se r  to textile fibre consumption growth(estimated at under 2% p .a . ) ,

(b) further cu ts, and possib ly  elim ination,of sw ing, carry over and c a rry  
forw ard prov ision s,

(c) ' g lobalisation ' of quotas on the European model, and w ithin the fram e­
work of global a n a ly s is , sp ecia l attention should be devoted to tru ly  
developing c o u n tr ie s .. . . i f  the newly in d u stria lised  countries a re  
re str ic ted  to import growth ra te s  somewhat below the U S  m arket 
growth33" ,

(d) rollback of quotas for Hong Kong, K orea and Taiw an.

84 . W ithin the E E C , the c o rre sp o n d in g  lo b b ie s  a r e ,  i f  an yth in g , even  

m ore p ow erfu l than in  the U S A  a s  they  d em on stra ted  in  1977 by obtain in g  
endorsem ent by the C ou n cil o f M in is te r s  o f a lm ost a l l  th e ir  dem an ds. The 

m ain v iew s (w hich a r e  c lo se ly  in terw oven ) a r e  th o se  o f C o m itex til, 
r e p re se n tin g  n atio n al te x t ile  (m an u factu rer) fed era tio n s such a s  the B r it i s h  

B T C . It i s  dom inated by m an-m ade f ib re  in t e r e s t s .  T h e re  a r e  s e p a r a te  
E u ro p ean  fe d e r a l  b o d ie s  fo r  k n itw ear and clo th in g  w hich a r e  l e s s  p o w e r­

fu l than C o m itextil but tend  to p u sh  in the sam e d ire c t io n . The unions 
o p e ra te  through  the E u rop ean  T r a d e s  Union Com m ittee fo r  T e x tile  C loth ing 

and L e a th e r , ag a in  re p r e se n t in g  n atio n al fe d e r a t io n s . The lo b b ie s  
in flu e n c e  the C om m ission  d ir e c t ly  (through  r e g u la r  w ork in g  p a r t ie s )  and v ia  

the E u rop ean  Econom ic and S o c ia l  C om m ittee, and P a r lia m e n t, w hose re c e n t  
re p o r t  on the M FA  draw n up by the Com m ittee on E x te r n a l Econom ic R e la t io n s
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r e f le c ts  th e ir  position  c lo s e ly . We may w ell see (a s  in  1977) C om itextil
o ff ic ia ls  attached to the C om m ission's negotiating team in o rd e r to stiffen
its  r e s o lv e . The demands made by C om itextil th ere fo re  a re  of con sid erable
sig n ifican ce  and a re  se t out h ere  in  some d e ta il:34

(a) an ex ten sion  of the g lobalisation  concept (con sid ered  of "cap ita l 
im p ortan ce'') to in c re a se  the number of products su b ject to global 
c e il in g s ,

(b) o v e ra ll growth of 'low c o st ' im ports reduced to re f le c t  d ep ressed  
m arket conditions (in  p r a c t ic e , by low er growth lim its within 
future b i la te r a ls ) ,

(c) to en su re that im ports from a ll low co st e x p o rters  should be co n tro lled  
and, in se n sitiv e  c a te g o r ie s , se t o ff against global q u otas. E E C  
im ports under quota should be cut back  to make room fo r in tra -E E C  
G reek  exp orts and any o th er M ed iterran ean  su p p lie rs . Lome 
co u n tries to be given a 'su b ce ilin g ' under global quotas,

(d) d iscrim in ation  in treatm ent between ldc su p p lie rs , based  upon 
'le v e l of development' on the b a s is  of re c ip ro c ity  ( i . e .  tougher 
treatm ent of B r a z il  o r  K o re a , than Hong Kong), and to ensure 
that non-M FA  sig n ato ries  under quota a re  not more favourably 
trea ted  than sig n a to rie s  (how th ese  d ifferen t p rin cip les a re  to be 
reco n ciled  and combined is  not exp lain ed ),

(e) quantitative ce ilin g s  on OP tr a d e ,

(f) extension  of product coverage to include fla x ; cut back s from 
"a r b itr a r ily  high" le v e ls  of quota ca te g o rie s  including handlooms,

(g) tougher adm inistration of the quota system ; le s s  f le x ib ility ; 'b a sk e t 
e x tr a c to r ' to op erate autom atically , even if  no agreem ent, and with 
quotas fixed  at the sp ecified  tr ig g e r  le v e ls ; more c a te g o r ie s ; tig h te r  
co n tro l ov er phasing of d e liv e r ie s  during the y e a r ; s t r ic te r  action  
against fraudulent lab e llin g ,

(h) quota management to r e v e r t  to importing co u n tries (a s  in  the E E C - 
China agreem ent) w here the quota system  is  'abu sed ' ,

(i) E E C  member sta te  quotas to rem ain,

( j)  a 's o c ia l  c la u se ' re la tin g  a c c e s s  to the observ an ce of ILO convention 

on working conditions(in  e f fe c t , supporting tra d e s '  union dem ands).
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T h e re  a re  of co u rse  d iffere n ce s  of em phasis -  the tra d es  unions go 

even fu rth er in  th e ir  demands than the m anu facturers. T h e re  a r e  a lso  
o ccasio n a l d iscord ant n o te s , from  those who want M FA  treatm ent to be 
extended to the U SA  e x p o rts , though Com itextil is  de-em phasising th is  
so u rce  of aggravation in the in te re s ts  of a common fro n t, with the U S , on the 
M FA  (and sin ce  the U S exp orts a re  now becom ing m ore expensive with higher 
energy p r ic e s  and d o llar rev alu ation ).

85- The other dcs a re  le s s  in flu ential at th is  stage but such p re ssu re  as 
is  being exerted  is  in  a sim ilar d irectio n . Although the Trudeau government 
in Canada is  eag er to play a m ore co n stru ctiv e ro le  in  'N orth -Sou th ' 
n eg otia tio n s, it is  a lso  under p re ssu re  from  the industry whose view s have 
been echoed by the T e x tile  and Industry B oard  of the Department of Industry. 
The Board is  seek in g , in ter  a lia ,

(a )  r e s tra in t  le v e ls  based  on past p erform an ce, not r e s tra in t  le v e ls  

in  the previous p e rio d s,

(b) cutbacks in  sw ing/ carryov er and ca rry fo rw a rd ,

(c ) re s tra in t  on a seaso n al as w ell as an annual b a s is  to prevent 
sudden 'm arket d isru p tio n ' ,

(d) g re a te r  su p erv ision  of the co n tro l apparatus and tex tile  policy by 

' e x p e rts '  and ' s p e c ia lis ts ' .

Not a  g re a t deal can r e a lis t ic a lly  be expected from the lobbying activ ity  

of im porters and r e ta i le r s  who a re  p o litica lly  le s s  pow erful than m anufacturers 
and unions. But the fed eration s play a u sefu l function in providing a critiq u e 
of the industry lobby 's argum ents and highlighting the fa c t that the te x tile  
lobby re p re se n ts  a s e c tio n a l, not a n ation al, in te re s t . The (Germ an based) 
F o re ig n  T rad e A sso cia tio n , the U K -based  R e ta il C onsortium , Im p orters' 
F ed eratio n  and C onsum ers' A sso cia tio n , and the U S N ational R e ta il M erchants 
A sso ciatio n  have a ll re ce n tly  published re p o rts  c r it ic a l  of the M FA , arguing 
fo r  g re a te r  lib era lisa tio n ,an d  strongly  opposing m easures to tighten the term s 
of the M F A .35
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LDC In te re s ts  and the M ain N egotiating Issu e s

8 6 . Ldcs have alread y  taken the f ir s t  step s to form a coordinated p o sition , 

with the m eeting of te x tile  and clothing ex p o rte rs  in  Bogota in N ovem ber.
W ith this and subsequent m eetings it  should be p o ssib le  to go some way to 
rem edy the w eakn esses in  the Idc negotiating position which w ere apparent 

in  1 9 7 7 . T h ese  a re  e s se n tia lly :

(a) apparently  d ivergent in te r e s ts . The dcs have openly appealed to 
the apparent s e lf - in te r e s t  of the m ore num erous (o r  poorer) ld cs  
in  th e ir  e ffo rts  to obtain cutbacks fo r  the m ajor su p p lie rs . A ction 
taken in  the la s t  few y e a rs  against num erous sm all exporting 
co u n tr ie s , h itherto  not concerned  with te x t i le s , h a s , how ever, made 
the issu e  much m ore one on which th ere  is  c le a r ly  p erceived  

' South' in te re s t.

(b) the b e lie f amongst im porting co u n tries that ld cs have no a ltern ativ e  
but to se ttle  on w hatever term s are  demanded of them . The p re sen t 
arrangem ents d o , c le a r ly ,c o n fe r  some advantages o v er a wholly 
p ro tectio n ist system : export quota adm inistration at source with 
a sso c ia te d  b en efits from quota prem ia and opportunities for trading 
up; some elem ent of grow th; a guaranteed a c c e s s  up to agreed  
lim its in  quota ite m s. The system  has how ever become so eroded 
that r is k s  for ld cs of a retu rn  to m ore u n certa in  non-M FA  would
be correspondingly less(and a lso  contain dangers for dcs ,  notably 
b ecau se of the r is k  of the E E C - U S  c o n flic t) . M o reo v er some ld cs 
have shown that they can re ta lia te  against u n ila tera l action  (notably 
by Indonesia again st the UK) and achieve co n cessio n s th e re b y .

8 7 . T h u s, the position of ld cs i s ,  while d ifficu lt, fa r  from hop eless .T h e  main 

is s u e s  of co n cern  to them a r e , b ro ad ly , as fo llo w s:

(1) R easonable D epartures

88 . T h ere  w ill be stron g demands from  ld cs that the 'rea so n a b le  d ep artu res ' 
c lau se  in the 1977 p rotocol of renew al be rem oved from  any future M FA 
agreem ent. S in ce  the c la u s e , fo r  a ll its  am biguity, was c le a r ly  drafted
to cover a short period  it  is  d ifficu lt to se e  how th is req u est w ill be re fu se d . 
The is s u e , th en , w ill be w hether to renew  the M FA  as in the 1974 v e rsio n  
o r to negotiate a more p re c is e  rep lacem ent fo r  the 'rea so n a b le  d ep artu res ' 
c la u se . Ld cs w ill want a much c le a r e r  and m ore detailed  sp ecifica tio n  of 
th e ir  rig h ts  and of the 'ru les  of the game' than is  cu rren tly  provided in 
A rtic le  4 . Dcs w ill, on the other hand, want e ith er another lo o se ly  worded
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w aiver or e ls e  sp e c ific  exemption from growth ra te s  and fle x ib ility  undertakings. 
But the issu e  may prove irre le v a n t sin ce  the U S and EEC  appear sa tis fied  
that they can achieve th e ir  o b je ctiv e s  without red ra ftin g .

(2) Growth R ates

89 . It is  the 6% growth commitment (ra th e r  than the form al ' reaso n ab le  
d ep artu res ' argument) which may w ell be the key issu e  in  the coming 
n eg otia tio n s, given the em phasis p laced on it  by U S and EEC  industry 
spokesm en. The issu e  may p resen t i t s e lf  in  variou s fo rm s: a d ire c t a ttack  
on the 6% fig u re in the M FA  its e lf ;  through b ila te ra l agreem en ts; in c re a s in g  
(in the E E C ) the number of sen sitiv e  ca te g o rie s  su b ject to low growth r a te s  
and 'g lobal' c e ilin g s ; (in the USA) sca lin g  down the growth ra te s  fo r broad  
product groups as has a lread y  happened fo r w oollens.

90 . The dc argument is  that the 6% fig u re was ag reed  a fte r  a long p eriod  
when the trend  GNP growth of in d u stria l co u n tries was much higher than it 
is  now or is  expected to b e . T h u s, the M FA  growth ra te  should be ad justed  
to take account of changed m arket conditions. To th is , th e re  a re  v ariou s 
r e p lie s . F i r s t , the argument is  somewhat academ ic in  the EEC  w here the 
r e a l  (volume) growth re a lis e d  under the la te s t  b ila te ra l agreem ents was a 
m ere 2.4% and, by a ll Id e s , 4%. Seco n d , it is  not n e c e s s a r ily  lo g ica l to 

respond to slow growth by slow ing down change. The th ru st of 'supply 
side eco n o m ics ', not o ffic ia lly  endorsed in the U S and the UK as w ell as 
other OECD countries and by G A TT, is  that in p eriod s of slow growth it  is  
p a rticu la rly  n e c e s s a ry  to str ip  away non-com petitive reg u la to ry  b a r r ie r s  
which a re  an o b sta c le  to productivity growth engendered , in ter  a lia , by 
competing tra d e . T h ird , the assum ption is  that im ports from  non M FA 
so u rces a re  given. E x p erien ce  under M FA I I ,in d icates that th is is  invalid . 
F o u rth , th e re  is  no sc ie n tific  b a s is  fo r  p red ictin g  what o v e ra ll GDP growth 
w ill be lik e  in OECD countries in the next f iv e , le t a lo n e , ten y e a r s . To th is , 
some in te re s t  groups rep ly  that what is  needed is  an MFA ' re c e s s io n  c la u s e ' 
permitting annual re v is io n  of quotas, ra th e r  as the U SA  has done sin ce  1979.
But such annual rev is io n s  could destroy  what lit t le  ce rta in ty  th ere  cu rre n tly  
i s .  And exp erien ce  suggests that a 'r e c e s s io n  c la u se ' would provide fo r  
downward ra th e r  than upward re v is io n s . In any event th is idea seem s to 'have 
been dropped from  the l is t  of negotiating demands (in  favour of more cov ert 
mechanisms fo r  cutting import growth).
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(3) R e-d istrib u tio n  Under G lobal Quotas

91 . L d cs w ill be faced  with a demand that any le s s  i l l ib e r a l  treatm ent of 
sm all, or p o o r, su p p liers (v ario u sly  defined) should be o ffset by tougher 
re s tr ic t io n s  on m ajor su p p liers . The a ttra c tio n s  of th is approach fo r  the 
dcs a re  obvious. It  helps to head off the p o litica l ob jectio n s to the M FA 
from  the 'development lob b y '. It d ire c ts  h a rsh e st co n tro ls tow ards those 
co u n tries -  Hong Kong, K orea  and Taiwan - which (being heavily  export 
orien tated  and a lso  without p o litica l 'c lo u t')  have lit t le  cap acity  to r e ta lia te .
It draw s some leg itim acy from  the ' graduation' concept incorp orated  into 
G A TT. It could c re a te  a sp lit in  the ranks of e x p o rters  in the co u rse
of n eg otiatio n s. And it  perm its the im porting cou n tries to make a lib e ra l 
g estu re  to some cou n tries while m aintaining global quotas on ld cs as a w hole.

92 . The cen tra l ob jectio n  which p oorer (and/or sm all) ldc ex p o rters  should 
have to th is negotiating ta c t ic  is  that under the system  of ' global' quotas 
operated by the E E C  , and to a d egree by other dcs, the m ajor ben efits of 

squeezing the m ajor su p p liers a ccru e  to n on -ld cs o r cou n tries outside of 
M FA  con tro l. Under a schem e such as that obtaining in the E E C , sm all
ldc su ppliers (th ere  is  no sp e c ia l arrangem ent fo r  poor ld cs) a re  in a fa r  
w o rse  position  than sm all dc su p p liers sin ce  they a re  prevented by the 
'b a sk e t e x tra c to r ' from  building up sig n ifican t volumes of exp ort. The 
'co n ce ss io n ' of above 6% growth ra te s  is  not p a rticu la r ly  u sefu l if  the base 
quality is  v ery  sm all.

93 . A system  w hereby low er income ld cs w ere given v e ry  much more 
favourable treatm ent than the minimum provided fo r  in the M FA  would, 
of c o u rs e , other things being equal, be an a ttra c tiv e  one, though it is  
d ifficu lt to se e  how ld cs as a group could take the p rop osal in iso la tio n .
It could form  p art of a package in which ld cs M FA sig n ato ries  as a whole 
w ere guaranteed b e tte r  a c c e s s  conditions than oth er (including dc) su p p lie rs , 
and in which m ajor su p p liers w ere at le a s t  p ro tected  from  cutbacks in net 
a c c e s s .  S im ila rly  th e re  is  a danger of trea tin g  the problem  of sm all 
su p p liers in  iso la tio n , esp ec ia lly  i f  'room ' under quotas w ere to be crea ted  
simply by cutting back on other ld c s . But a regim e which exempted v ery  
sm all su ppliers and reco g n ised  that ex p o rters  as w ell as im p orters have a 
righ t to a 'minimum viab le  production' would meet one m ajor cu rren t g riev an ce .

(4-) F le x ib ility

94 . Developing cou n tries w ill want to se e  in the next M FA  something which
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snore effectiv ely  guarantees fle x ib ility  p rov ision s (sw ing, ca rry o v e r and

ca rry fo rw a rd ), p a rticu la r ly  in view of the serious ero sio n  of f le x ib ility ,
p a rticu la rly  in  the U SA . The dcs w ill be pushing in the opposite d ire ctio n ,
arguing that the cumulative e ffec t of a ll th re e  fle x ib ility  m argins can be
su bstantial in  some products in any one y e a r . The rep ly  to the c r itic ism
is  th a t, by defin ition , any ca rry o v e r o r carry fo rw ard  o r  sw ing, can only
be at the expense of another quota. In p ra c tic e  th e re  is  a much g re a te r
problem  of u nderu tilisation  of quotas o v e ra ll (and the m ore r e s tr ic t iv e  the
p ro v is io n s, the g re a te r  the u n d eru tilisation ). A ca re fu l study was re ce n tly
made of the u tilisa tio n / flex ib ility  question in the UK a s  it a ffected  1979 tra d e ,
by the R eta il Consortium . It found that in  the 's e n s it iv e ' ca te g o rie s  4 to 8
fo r  which to ta l assign ed  quotas w ere 169. lm n  item s, 5 .4  mn needed to be
added fo r  carry ov er/ forw ard  p rov ision s and re -e x p o r t  (it is  not p o ssib le
to sep arate  out r e -e x p o r ts , fo r  which the M FA  perm its no r e s tr ic t io n s ) .
But th is was more than o ffse t by the sh o rtfa ll due to u n d eru tilisation . O v erall
UK underutilisation  appears to have been 20 mn garm ents in 1978 and 12 mn
in 1979. The government acknow ledges th a t, at p re se n t, in the m ajority of

37c a s e s ,  the quotas have been u n d eru tilised . The main re a so n  fo r m aintaining 
at le a s t  the p re se n t, M FA , lev e ls  of fle x ib ility  is  n ot, in  any event, to 
in c re a s e  quota le v e ls  by the backdoor but to provide r e t a i le r s ,  w h o lesa lers 
and th e ir  ldc su p p liers with some scope fo r  m eeting the demands of rapid ly 
changing consum er ta s te .

95 . T h ere a re  other ways in which the system  could be made more fle x ib le  
without s a c r ific in g  its  b a s ic  o b je c tiv e s . The member sta te  quota system  
in the EEC  probably does m ore damage to the Community's own in tern al 
cohesion than it does to ldc ex p o rters  but it  i s ,  on both acco u n ts, an 
u n n ecessary  b u re a u cra tic  o b sta c le . The number of product ca te g o rie s  is  
e x ce ss iv e  in most se ts  of b ila te ra l agreem ents.

G ) R ecip ro city

96 . The EEC have decided to make an iss u e  out of the n o n -re c ip ro ca l 
nature of m arket a c c e s s  in te x tile  p rod u cts, and, in  p a r tic u la r , high 
ta r if fs  and other b a r r ie r s  in such countries as South K orea  and B r a z il .
T h is is  a legitim ate issu e  to the extent that some of the most developed 
M FA  ex p o rters  have - a fte r  the Tokyo Round - a commitment to 'graduate' 
(though the operation al im plications of th is  concept a re  s t i l l  v e ry  u n clear). 
But it  is  not easy  to see  what re le v a n ce  it  might have to most ld cs which 
have nev er been expected to o ffer  form al re c ip ro c ity  in  trad e negotiations.
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97 . M o reo v er, the u se of 're c ip ro c ity ' by Id es as a debating point 

(it is  doubtful if  they reg a rd  the issu e  any more profoundly) gives Ides 
an opportunity to make se v e ra l points in rep ly . F i r s t , two m ajor 
Commonwealth su p p liers with open econom ies - Hong Kong and Singap ore - 
would be v e ry  happy to 'co n ced e' that the EEC  and th e ir  own m arkets fo r  
te x tile  im ports should be equally open to each  oth er on a re c ip ro c a l b a s is . 
Seco n d , ld cs have an opportunity to point to the w ider asp e cts  of 'r e c ip r o c ity '.  
M ost (se e  Table 26) run trad e d e fic its  with the U S and the E E C , and even 
w here they do n ot, th e re  a r e ,  except in the c a se  of the 'b ig  th re e ' su p p lie rs , 
trad e d e fic its  on m anufactured goods.

98 . The question of 're c ip ro c ity ' can m oreover be turned to p ra c tica l 
advantage in  the n eg otia tio n s. T h ere  is  one a re a  of in tern ation al trad e 
between dcs and ld cs w here re c ip ro c a l exchange within the te x tile  se c to r  
tak es p la ce : 'o ffsh o re  p ro c e s s in g '. T h ere  is  a stron g  ca se  fo r  guaranteed 
a c c e s s  fo r  OP goods under the M FA  outside of quotas w here im porting countr; 
fa b r ic s  w ere being used (ie  EEC  fa b r ic s  used in garm ents imported under 
OP to the E E C ). Some dcs a lread y  op erate such schem es and would be 
expected to support th e ir  extension  (though th ere  is  a danger fo r  ldcs that 
the argument could be turned to give OP goods p re fe re n ce  within ex istin g  
quotas). A rtic le  6 .6  of M FA in d icates that OP should be given p re fe re n c e , 
and th is could be am plified.

(6) S o c ia l C lause

99. T h ere  has been mounting p re ssu re  from  tra d e s ' unions in W estern  
countries to make a c c e s s  (or aid) conditional upon o b serv an ce of labour 
standards in ld c s . Such an attempt was made, fo r  exam ple, in the 
negotiations over the Lome Convention. T h ese demands have, in the p a s t , 
been d ism issed  by ld cs as a b a re ly  disguised  form  of p rotection ism , 
and an attempt to impose standards which a re  inapp ropriate in coun tries 
with a re la tiv e ly  sm all urban w orking c la s s  and re la tiv e ly  low living 
standards in g en era l.

100. However valid  ld c s ' com plaints may b e , they w ill be hard to
su stain  in p re sen t conditions. The main union fed eration s (1CFTU and 
ETU C) have moved away from  the s i l l ie r  and more extrem e demands (which 
a re  d irected  at low wages p er se) tow ards o b serv an ce of a sm all number 
of 1LO Conventions which have been widely ra tifie d  and cover ra th e r  b a s ic  
standards ( e .g .  child  labour in fa c to r ie s ; p ro tectio n  against in ju r ie s  and
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health  r is k ) . Even th ese  may be problem atic in  poor co u n tries . M oreover 
tra d e s ' unions in some m ultiparty dem ocratic co u n tries in the Commonwealth 
(India, S r i  L an k a, M alaysia) a re  known to favour a 's o c ia l  c la u s e '.

101. The demand may th e re fo re  prove d ifficu lt to r e s is t  in p rin c ip le .
Ldc attention n eed s, in stead , to be d irected  tow ards ensuring that any 
's o c ia l  c lau se ' is  lim ited in  scope and is  not a d isguised  attack  on the 
inevitably low wages of ld c s . The main negotiating points a r e :

(a) W estern  unions ( e .g .  I C FTU ) have argued that a so c ia l c lau se would 
be a m eans of in crea sin g  a c c e s s  and removing trade b a r r ie r s . In an 
M FA  con text, accep tan ce of a c lau se  could th e re fo re  be a means of 
ex tractin g  m ore l ib e r a l treatm en t.

(b) the only ILO Conventions which could be con sid ered  in th is context 

a re  those that a re  accepted  and ra tified  by both p a rties  to b ila te ra l 
agreem en ts, and which co v er b a s ic  hum anitarian o b je c tiv e s , not 
those which a re  p o litica lly  co n tro v ersia l (such  as tra d es  union
re  cognition) or which seek  to penalise ld cs because they are  poor,

(c) i f  dcs in s is t  on making an o b serv an ce of labour standards m andatory, 
it  should be c le a r ly  understood that the same m andatory p rincip le 
should apply outside of the narrow  te x tile s  context ( e .g .  to W estern  
companies in South A fr ic a ) .

102. It should be said  in conclusion  that the 's o c ia l  c la u se ' (like the 
're c ip ro c ity ' issu e ) is  probably lik e ly  to fig u re  in negotiations more as a 
debating ra th e r  than a substantive is s u e , to throw ld cs on the d efensive.

(7) Handlooms

103. One m ajor so u rce  of grievan ce fo r India (and P ak is ta n  outside
of the Commonwealth) is  the fa ilu re  of the M FA  to safeguard  the position of 
handloom p ro d u cts , which a re  a m ajor so u rce  of labour in ten sive ru ra l 
employment and which a re  th reaten ed , in the ab sen ce of some sp e c ia l 
p ro v isio n , with ero sio n  of th e ir  position  by m achine-m ade item s employing 
a sm all fra c tio n  of the to ta l labour fo r c e . The Indian government p ro tects  
the handloom se c to r  in tern a lly  but looks to the M FA to safeguard  its  position  
e x tern a lly . Y e t, at p re se n t, a ll m ajor im porting cou n tries have a common 
quota fo r  handloom and m achine-m ade item s in im portant product ca te g o rie s .

49



India re co g n ise s  that th ere  is  d ifficu lty  of id en tifica tio n , and p o ssib ility  
of ab u se , fo r  c e r ta in  fa b r ic  types (such as cre p e ). But problem s of 
specify ing 'handmade' item s have been exaggerated  in ord er to ju stify  th e ir  
being brought under quota co n tro ls . Given some w illingness on the p art 
of im porters to tr e a t  th is as a hum anitarian issu e  (which would be helped 
by o rch estra ted  campaigning in the d cs) it should be p o ssib le  to obtain 
agreem ent to the establishm ent of a committee of tech n ica l experts under 
GATT which could sp ecify ;

(i) those handloom fa b r ic s  which can be c le a r ly  identified  from  m ill o r  
power item s,

(ii) those p ro c e s s e s  in garment assem bly which do not sig n ifican tly  
d e tract from  the c h a ra c te r  of a cottage industry,

(iii)  a system  of c e r t if ic a tio n , if  n e c e s s a ry  involving insp ection  by 
GATT - nominated o ff ic ia ls , which could guarantee that handloom 
item s a re  of fa b r ic s  agreed  under (i) and assem bled in p ro c e s se s  
defined under (ii) .

(8) Product C overage

104 . T h e re  may be attem pts within the next M FA to widen it to include 
s ilk  (which would, a f fe c t  T hailand , Ind ia, China and K o re a ), and fla x . A 

counter-m ove by Ides might be to try  to obtain the exclu sion  of some product 
c a te g o r ie s . One lin e of a ttack  is  to try  to exclude te x tile  products (though 
th e re  is  lit t le  chance dcs w ill accep t th is ) . The argum ents a re  se v e ra l.
F i r s t , ld cs r a r e ly  have a com parative advantage in te x tile s  p er se  which 
is  now a g en erally  m echanised p r o c e s s . As a consequence th e re  is  re la tiv e ly  
lit t le  d ire c t com petition in te x tile s . The one a re a  in which ld cs do have a 
su bstan tia l ro le  in  dc m arkets is  fo r  (mainly grey) cotton cloth  but it is  th is  
se c to r  which has been longest p ro tected  (under the LTA  as w ell as the M FA ) 
and those firm s which have not now succeeded in  adapting to meet com petition 
at w orld m arket p r ic e s  a re  never lik e ly  to . M o reo v er, cotton cloth does not 
th reaten  'upstream ' manmade fib re  p rod u cers who a re  a potent so u rce  of 
p ro tectio n ist p re s s u re . S e co n d , a policy  of lib e ra l a c c e s s  fo r  te x tile s  helps 
to in c re a s e  the effic ien cy  and red uce the co sts  of clothing production. It 
would help to com pensate the clothing industry fo r  lo ss  of p ro tection  implied 
in OP p rov ision .
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(9) Duration

1 0 5 . A fu rth er g en eral issu e  is  w hether a commitment should be made to 

to a 4/5 or 10 y e a r  agreem ent. The in stin ctiv e  re a c tio n  of ld cs w ill be to 
favour a short period  in o rd er to m aintain the polite fi ction that the MFA 
is  a  tem porary arrangem ent b efo re  fr e e  trad e  can be re s to re d .
C o n v erse ly , the U S and E E C  industry lob b ies favour a longer period  fo r 
's ta b ility ' with a m id-point review  (presum ably to tighten up the system , 
if  n e c e s s a ry ). What is  certa in ly  more im portant fo r  ld cs is  to in co rp o rate  
w ithin the arrangem ent a d e g ressiv e  c lau se  which commits s ig n a to rie s  to 
phasing out sp e c ific  r e s tr ic t io n s  by agreed  stag es over a fixed  period  of 

tim e.

(10) N egotiating M odalities

106 . The dc n eg otia to rs w ill approach the coming ta lk s  with two overrid ing 
o b je c tiv e s : one, to re a c h  agreem ent on an M FA  exten sio n ; tw o, to p re se rv e  
th e ir  ex istin g  freedom  to in terp re t the M FA  at v a ria n ce  with its  lib e ra l 
s p ir it . They could ach iev e th ese  o b je c t iv e s , e s se n tia lly , in  one of th ree  
w ays.

(a) to ren egotia te  the M FA  to in co rp o rate  new p rin cip les  (lik e a 's o c ia l  
c la u se ') ,n e w  p ro d u cts , repudiation of old undertakings (the commitment 

to minimum 6% r e a l  import growth under b i la te r a ls ) , and form al 
in corp oration  of 'rea so n a b le  d ep artu res ' (though i t  may be called  
something e l s e ) .

(b) to accep t the M FA  as it  stands but to seek  g re a te r  fle x ib ility  of 

actio n  through additional p ro to c o ls .

(c) to accep t the M FA  without 'rea so n a b le  departures* o r  other 
additional prov isions but to aim fo r  a tougher se t of b ila te ra l 
agreem ents next y e a r , widening the scope of r e s tr ic t iv e  m echanism s 
introduced under the E E C 's  la s t  se t of b ila te ra ls  o r  the U S  'ro llb a c k ' 

p ro v is io n s .

107. Of th ese  the EEC  ap p ears at p resen t to favour (a ), and the USA (b).
If one o r  both ta c t ic s  f a i l ,  (c) re p re s e n ts , fo r  them , an adequate fa llback  
p osition . F o r  the ld c s , the negotiations a re  lik e ly  to be defensive in 
c h a ra c te r  though p ossib ly  le s s  so than in 1977. It is  im portant however that 
ld cs a re  not le ft  defending a (none too sa tis fa c to ry ) status quo but a re  able to 
make p ositive demands. This could be divided into new p rin c ip le s  and tig h ter 
ru le s  to reg u late  ex istin g  p r in c ip le s . One new p rin cip le  which ld cs might

51



w ish to con sid er is  a 'r e g r e s s iv ity ' c la u se . To en su re that tem p orary, 
em ergency , actio n  is  not allowed to become perm anent th e re  should be a 
commitment by sig n a to rie s  to b ila te ra l agreem ents to en su re that conditions 
of fle x ib ility , and grow th, should be eased  with each  su c ce ss iv e  y e a r  and from  
one agreem ent to another as p art of an agreed  programme of phasing out 
r e s tr ic t io n s . Seco n d ly , sm all (and new) su p p liers w ill want more ex p lic it 
p ro tectio n  than provided fo r at p re sen t. One p o ssib ility  is  a 'minimum v iab le  
production' c lau se fo r  sm all ex p o rters  (as w ell as im p o rters).

108. The main preoccupation  w ill, how ever, be with the sm all prin t of any 
amending p ro to co l. L d cs have se v e ra l points of co n cern  h e re , to s e e :

(a) Annex A defining 'm arketing d isruption ' o r  'r e a l  r is k  of m arket 
d isruption ' su bstan tia lly  c la r ifie d  (both fo r  u n ila tera l action  under 
A rtic le  3 and b ila te ra ls  under 4 ) .  The main ob jectiv e  is  to en su re  
that op eration s of the M FA  re ta in  the c le a r  intent that quotas should 
be to deal with p a rticu la r  c a s e s  of 'd isru p tion ' and should not be 
allowed to co v er 'cum ulative' d isrup tion .

(b) tig h ter ru les  (under Annex B )govem ing the minimum conditions of 
a c c e s s  under b ila te ra l agreem en ts, lim iting d ep artures in term s of 
f le x ib ility  and grow th.

(c) a tightening up of the 'minimum viable production' clause to preclude 
its  use on a d iscrim in atory  b a s is  again st ld c s .

(d) strengthening the pow ers and re sp o n sib ilit ie s  of the T S B  under 
A rtic le  11 so th at, fo r exam ple, m em bers should be requ ired  to do 
m ore than "endeavour to accep t (recom m endations) in fu ll"  (A rt 1 1 :7 ) ;  
should be req u ired  in  the co u rse  of annual rev iew s (A rt 1 1 :1 2 )  to 
show that the o rig in a l grounds fo r m arket d isruption a re  s t i l l  v a lid , 
should submit rep o rts  on adjustm ent m easu res (under A rtic le  1 0 :2 )  
which a re  c le a r ly  designed to promote the "p ro g re ssiv e  move into 
m ore viable lin es  of production" as envisaged in  A rtic le  1 : 4 .

(e) a c le a r e r  sp ecifica tio n  of A rtic le  8 c lau se 3 to en su re that quotas do 
not operate to disadvantage M FA  ex p o rte r  sig n ato ries  but guarantee 
them an in crea sin g  sh are  of o v e ra ll im ports in any country imposing 
the qu otas.
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P O S T S C R IP T  TO CH APTER V

S in ce  th is  paper w as w ritten  the European Com m ission's 
prop osals have been published,and they r e f le c t  the influence of the p rod u cer 
lo b b ies, notably C om itextil. The ce n tra l p rin c ip le s  a re  a) to m aintain as 
a "fundamental o b je ctiv e " the b ila te ra l agreem ents as the b a s is  of the M FA , 
b) to  r e s tr a in  'low c o st ' su p p liers on the b a sis  of 'cum ulative m arket 
d isru p tion ', c ) to cut import growth ra te s  to n e a re r  the E E C 's  m arket 
growth of 1% than the 6% provided fo r  in the M FA , d) d iscrim ination  
betw een m ore and le s s  developed (low co st) co u n trie s , e) d iscrim in ation  
between those w ealth ier Ides w illing to o ffer re c ip ro c ity  w ithin b ila te ra l 
agreem ents, f) re se rv a tio n  of p a rt of the quotas of some m ajor su p p liers for 
outward p ro ce ss in g , g) use of quotas to obtain improvement of a c c e s s  to 
the m arkets of the sta te  trading co u n trie s , h) cu tbacks in 'sw ing' by 
eliminating underutilised  quotas and elim ination of c a r r y  over and 'c a r r y  
forw ard' fa c il it ie s  in some b ila te r a ls , i) re ta in  exem ption for handloom and 
handicraft p rod ucts, j)  in crea se d  fle x ib ility  in 'burden sharing ' between 
member s ta te s .

Of th ese  recom m endations only i) and j)  a re  at a ll co n cilia to ry  to 
ldc in te r e s ts , the la tte r  for re a so n s  en tire ly  in tern al to the Community. 
T h ese a re , of co u rse , only Commission p rop osals and req u ire  to be 
approved by the Council of M in iste rs  b efo re  being adopted as a negotiating 
p osition . The ind ications a re  that se v e ra l member s ta te s  reg a rd  them a s , 
if  anything, inadequately r e s tr ic t iv e .  F o r  example the B r it is h  Government 
spokesman in a p arliam en tary  debate on 18 June s tre s s e d  that they would 
give high p rio r ity  to ensuring that national ra th e r  than Community quotas 
would be reta in ed  and that d evices maximising the scope for national 
p ro tectiv e  action  such as the 'b a sk et e x tra c to r ' would be strengthened .
At a Council of M in is te rs ' meeting on 25 June no agreem ent w as reach ed  on 
the Community's jo in t position  other than that the M FA should be extended 
on a tem porary b a s is  fo r five y e a r s . Germany, Denmark and Holland a re  
rep orted  as opposing the demand from B r ita in , F ra n c e  and Ita ly  for tougher 
m easu res.
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