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TO BE RETAINED AS TOP ENCLOSURE

Cabinet / Cabinet Committee Documents

Reference . Date

OD (E) (79) 48 7.12.79
OD (E) (79) 21°* Meeting Minute 2 13.12.79
OD (E) (80) 7 31.1.80
OD (E) (80) 2™ Meeting, Minutes 4.2.80

CC (80) 5" Conclusions, Minute 3 (extract) 7.2.80

CC (80) 6™ Conclusions, Minute 3 (extract) 14.2 .80

E (80) 41 20.5.80

E (80) 17" Meeting, Minute 1 22.5.80

The documents listed above, which were enclosed on this file, have been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate CAB
(CABINET OFFICE) CLASSES
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10 DOWNING STREET

THE PRIME MINISTER 27 June 1980

Dear Mr. Longworth

Thank you for your letter of 10 June about advance payments

under the Temporary Short Time Working Compensation (TSTWC) scheme.

Although there is provision under the Scheme for making
advance payments, this provision has always been intended only for-
employers facing severe cash flow difficulties. However, all
employers are advised of the availability of an advance payment
when they are notified that their TSTWC applications have been approved
(see attached form TST2, page 1 final pafagraph).

You may be interested to know that in a recent survey it was
found that, nationally, about 10% of successful TSTWC applications

had received an advance payment.

The Department of Employment confirm that there has been no
change in the procedure for obtaining advance payments since the
procedure was first introduced. However, I note that you have the
impression that there may have been some 'tightening up'; and if you
will let me have any evidence of this, I will be pleased to arrange

for individual enquiries to be made.

Yours sincerely

MT

J E Lbngworth, Esq




Telephone Direct Line 01-213
Switchboard 01-213 3000

PO 7976/1980

Tim Lankester Esq

Private Secretary

Prime Minister's Office

10 Downing Street

LLONDON

SW1 d+ June 1980

Ao Tin

As you know, the letter of 10 June to the Prime
Minister from Mr John E Longworth, Secretary of the
Oldham and District Textile Employers' Association
Ltd, has been passed by the Department of Industry
to this Department.

I attach a draft reply for the Prime Minister.

Audtore.

JOHN ANDERSON
Private Secretary
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PO 7976/1980

J E Longworth Esqg

Secretary, Oldham and District Textile
Employers' Association Limited
Thorncliffe, 115 Windsor Road

OLDHAM OL8 1RQ /Your Ref: JEL/OB

Thank you for your letter of 10 June aboyut advance payments under the
Temporary Short Time Working Compensation (TSTWC) scheme.

Although there is provision under the Scheme for making advance payments

/

b

this provision has always been intgnded only for employers facing
severe cash flow difficulties. wever, all employers are advised of
the availability of an advance yment when they are notified that their

TSTWC applications have been iyproved (see attached form TST 2, page 1

final paragraph).

f
You may be interested to knéw that in a recent survey it was found
that, nationally, about 10% of successful TSTWC applications had

received an advance payment.

The Department of Employﬁent confirm that there kas been no change in
the procedure for obtaining advance payments since the procedure was
first introduced. However, I note that you have the impression that
there may have been some 'tightening up'jand if you will let me have
any evidence of this , I will be pleased to arrange for individual

enquiries to be made.







.10 DOWNING STREET

21 June 1980

;21.4» Lord f'} 6‘-'4’\7

Thank you for your letter of 9 June, on which day I met - as
you anticipated - Nicholas Winterton and his delegation. We had a
very useful discussion and covered a wide range of problems. I
hope 1 was able to assure them that I did not underestimate the
importance of the textiles industry as a source of natioﬁal wealth
and as a provider of jobs, and fully appreciated the depth of the
present crisis.

They echoed your plea for additional Government action to
alleviate those problems which are largely outside the industry's
control - the volume of low-cost imports and the present financial
and econqmic climate. I had to explain that, so far as additional
meaSureg were concerned, the Government does not have a free hand
either.

I take your poiﬁt about the effect which the sudden introduction
of protective measures can have on the confidence and prosperity of
a particular industry, although we must also weigh the consequences
for the national economy. But I am afraidvthat we cannot, in any
case, cut back the present volume of low-cost imports without con-
tradicting our international obligations as a party to the common
textiles policy of the E.E.C. and to the agreements which the
Community has negotiated with supplier countries. We cannot renege

/ on these

(8
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on &ese agreements without losing the degree of protection which

our industry presently enjoys or, by resorting to unilateral measures,
inviting retaliation. As you say, we must think carefully about

balancing the advantages of gfeater protection against the risks

~

which we shall have to run. ° A ‘

But there do exist over 400 quotgghor restraint levels with
more than 30 countries, and new quotas are continually being in%,q:’
duced. The textiles sector enjoy a much wider degree of protec%ion
than any other manufacturing industry. Even so,“this system of pro-
tection is not nearly as watertight as we would like, and we will do
everything we can to ensure that existing restraints are implemented
as effectively as possible.

On the question of Government assistance for the téxtiles indus—-
try, I think we must be very.careful to avoid short-term measures
" which will:diminish or negate the effectiveness of our general'econo—
mic policy. ‘Special fiscal relief would mean an increase in taxation
or public borrowing, which would make it that much more difficult to
control public expenditure and inflation. You know how strongly I
feel that we caﬁnot afford to be deflected from this dourse.

‘These are the constraints with which the Government is faced,
but I do believe that we should continue to weigh our options at all
times, and in view of your very great experience of textiles I was
most grateful for your comments and advice. I am very glad that you

will soon be meeting Mr. Parkinson and have an opportunity to discuss

matters and exchange ideas with him.

Lorn e
s

P i
e BB

2

The Lord Bé.r'g%&',' C.M.G., C.B.E., M.V.O




THE
BRITISH TEXTILE
EMPLOYERS'’ 5th FLOOR,

ASSOCIATION ROYAL EXCHANGE,
(Cotton, Man-Made and Allied Fibres) MANCHESTER M2 7ED

20th June 1980
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The Rt. Hon. Margaret Thatcher MP =
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Our discussions at 10 Downing Street

—

on 9th June 1980

In my letter of the 11th June I did state that I would reply in
detail to your letter of the 3rd June on my return to the office today
after a week spent at the European Parliament and Commission. However since
that time - as I mentioned in my letter to Mr John Nott of the 13th June -
we have set up a Central Committee meeting on the 26th June when the major
subject for debate with our member firms will be your letter of the 3rd June
and our subsequent discussions. It therefore seems desirable to await the
outcome of that debate before replying fully to your letter of the 3rd June
and I hope you will agree with this suggestion. I have already taken up
the matter of the working party with Mr John Nott and I hope to have a
meeting with him shortly on this subject.

I would like to take this opportunity to thank you again most
sincerely on behalf of the whole North-West delegation for giving us so
much time on the 9th June and also for making a number of positive state-
ments which have reassured us on some aspects of our present situation.

Yours sincerely,

b Aghldjt vy

R‘ ;L]_oyd_JoneS /
Director-General
/

j‘

/

Director General: R. Lloyd-Jones
Director (Administration and Finance) and Secretary: J. Platt, M.B.E.
Director (Industrial): J. Gill  Director (Commercial): S. Rothwell  Director (Statistics): D. C. Shaw
Telephone: 061-834 7871 (5 lines) Telegrams: Employer, Manchester Telex: 666737




10 DOWNING STREET

-

s ‘ | June 1980
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Thank you for your letter of 23 May about the situation
in the wool textile industry, with which you enclosed details
of redundancies of your members notified since the beginning
of this year. |

First, let me make it absolutely clear that the Government
does view the continuing loss of jobs in the textile industry,
and the wool textile industry in particular, very seriously 4
indeed:MFNo one can be in any doubt about the contr.bution made
by the Textile and Clothing Industries to the overall level of
employment, and indeéd'to the level of industrial activity in
this country. We are also very conscious of the fact that the
textile industry is concentrated in certain areas of the United
Kingdom, so that the social impact of these redundancies is much
greater than it would otherwise be.

In your letter you identify some of the factors contributing
to the present situation: the continuing growth of imports from
low and high-cost sources, the high value of sterling, and the
present high interest rates. There are of course others.

Domestic inflation and rising labour costs over the past year have
had an adverse effect on the profitability of all companies, not
only those in the textile and clothing sectors. The wool

textile industry in particular has been hit by changes in fashion

and decreasing consumer demand. And the modernisation and

/rationalisation

G




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 55011
SWITCHBOARD 01-212 7676

/7 June 1980

Secretary of State for Industry

Tim Lankester Esq

Private Secretary to the
Prime Minister

10 Downing Street

SW] (ZA

Gt T

You wrote to Ian Ellison on the 12 June
enclosing a letter which the Prime Minister
had received from Mr John Longworth, of the
Oldhsm snd District Textile Employers'
Agsociation Ltd.

As the subject of hig letter is more
appropriate to The Department of Employment,
I have passed your letter to Andrew Hardman
in that Department.

e foerly

A kg

MIKE KENNY
Private Secretary
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rationalisation of manufacturing processes_ leading to increased
productivity, although welcome for the viability of the firms
concerned, has tgken its toll of employment.

So far as the pressure from i@borts is concerned, I think I
must emphasise that a vef} great deal is alréady being done.
Imports of textile and clothing froﬁ'low-cost sources are now
more reétricted than ever before. There are well over 400-quotas
under agreements with more than 30 countries,_and the proviséans

of these arrangements are being invoked all the time to intréduce
‘new quotas,

Théée arrangemenfs are wifhout parallel in ény other
manufacturing sector. As you know, this industry lives not
only by its domestic sales, but through its exports as well.
This trade, in both directions, is governed by our relations

with the European Comunity and the provisions of the General
Agreement on Tariffs and Trade. We cannot as a major trading
'nationlgail to.take account of- the very real likelihood-of
retaliation if we were to attempt to disregard these obligations.
The United States are already consideringgrétaliatinn against.
our wool textiles as a result of the quotas which were imposed |
on fibre imports into the United Kingdom.

Nevertheless, I must emphasise that we are committed to
making every effort within the Community to ensure that all the
existing arrangements under the Multi-fibre Arrangement are
implemented effectively and as quickly as possible, and to ensure
that whenever there are weaknesses in these arrangements they
are remedied. For example, the problem of cheap suits from
Romania has been taken up with the Romanians by the Commission
under the price clause in the EC/Romania MFA bilateral agreement ;
so far the Romanians have offered substantial increases in the
average price of their sendings to the United Kingdom, but we

are continuing to press for an undertaking that can be more

/easily enforced.
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easily enforced. Allegations that goods are arriving in

the United Kingdom and avoiding the appropriate quotas through
false declarations of origin are being actively investigated

by HM Customs Investigation Departgent. These investigations
can lead to seizures and in certaiQNCases to‘prosecutions:
proceedings have recentlyhbeen ordered againsi a United Kingdom
importer involved in the Hong Kongff%ﬂonesia_fraud case of

1978/79. And of course we are continuing to make the maximum
possible use of Article 115 of the Treaty of Rome to limit ﬂ?”
imports of third country goods via other Member States.

-l

Al

You mention the problem of public purchasing from overseas
sources. The United Kingdom is under- a Community obligation'
to advertise certain public contracts to tender in the EC Official
Journal. But within these limits, central Government purchases
of textiles and.clothing are normally made from United Kingdom
sources. Available statistics show that well over 90 per cent
of Government textile and clothing requirements are met by
United;ggngdom suppliers.  This suggests that at the central
Government'level at least, public purchasing is not a major
factor in the growth of imports. However; we do not keep
comprehensive records of overseas purchases by other public
organisations, and if your Union has evidence that this is a
major problem, then I know that Ministers at the Departments of
Trade and Industry would be glad to see it, and to see whether
there is anything central Government can do to help United
Kingdom firms win these contracts.

On the question of our domestic economic measures, the
Government does appreciate the burden placed on our exporters by
the high value of sterling, and the difficulties created "o
business in general by the high interest rates. 1 have already
made it clear that we will reduce interest rates as soon as we
are confident that we can do this while at the same time maintaining

control of the money supply; and the reduction in our contribution
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to the Community Budget will certainly make matters easier.
Without strict control over the money supply and without the
reduction in public spending on which we are planning, we will
not be able to bfing inflation down. Yet a reduction in the
inflation rate must be our first priority if we are to create
the conditions in which industry as a whole can flourish. Any'
short-term action to alleviate the effects of the Government's
economic measures in particular sectors would simplyprolong the
task of getting inflation under control. It is not in the long-
term interest of any sectors, including the textiles sector,
that this should happen.

In conclusion, let me say once again that we shall lose
no opportunity, subject to the constraints of our overzli
economic objectives and our international agreements, to do
everything we can to help the wool textile industry, and to
press the interests of the industry in the Community.

(SGD) MARGARET THATCHER

W.H. Maddocks, Esq., J.P.

Nzt O Iyens Blarhus < Textile too/ley




12 June 1980

The Prime Minister has received the
enclosed letter from Mr. John Longworth
following up the textile meeting here on
Monday. ©She would like the point about

disbursements to be followed up, and I would
be grateful if you could let me have a draft
reply for her to send.

S—

T.P. LANKESTER

I.K.C. Ellison, Esq.,
Department of Industry. -




12 June 1980

/ I am writing on behalf of the Prime
Minister to acknowledge your letter of 10
June. The Prime Minister will be writing
to you as soon as possible,

I. P. LANKESTER

J.E. Longworth, Esq.




12 June 1980

Before last Monday's meeting on textiles,
Jack Straw sent to the Prime Minister the
attached letter listing the points he would
want to make during the meeting. Most of
them were indeed discussed during the meeting,.

The Prime Minister would now like to send
Mr. Straw a considered reply on these points,
drawing on what was sadd at the meeting,and
adding anything further which can be said.

May I ask you, in consultation with the
Department of Industry, to let us have a draft
reply for the Prime Minister to send to
Mr. Straw, to reach us here by Friday 27 June?

I am sending a copy of this letter, aﬂh
its encleseure, to Catherine Bell (Department

of Industry).

m;\

Stuart Hampson, Esq,,
Department of Industry.




10 DOWNING STREET

PRIME MINISTER

Jack Straw sent you the
attached letter before the
textiles meeting last Monday.
It was intended to be an
agenda for the meeting, and
the points listed in it were

indeed discussed.

Do you want to send him

a considered reply on each of
/the points, repeating the

conclusions of the meeting;

or are you content to let it

rest?

Vs
puA il )8

Vf |

11 June 1980
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Buckingham Palace Road,
London SW1W 0QT.
Telephone: 01-834 1821.
Telex: 916821

The Prime Minister. -—
10, Downing Street. M,“’(LzﬁnL
\/4 Il
1L
\ h/é
], 3 11th June 1980.
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VISIT BY
NORTH WEST TEXTILE DELEGATION

Although I will comment ip/ greater detail on our discussions
and your letter of the 3#¢d of June when I return to my office
next wveek, I do wish to¥thank you on behalf of the whole team
for devoting so much time to our meeting on Monday last. We
vere comforted by many of your positive statements and your
obvious personal interest in our present critical situation.

Thank you.
Yours sincerely,

7

/ 4

,'.. >{bfz\(¢ »\C)()LA-.”(\ ’

Bob Lloyd-Jones.

HOTELS A division of EMI Leisure Limited Registered in England No. 578609  Registered Office: 170 Tottenham Court Road, London W1P OHA







Telephones :
061-624 3611 & 3612

Lﬁlam and District Textile Employers’Association Limited

Secretary :
JOHN E. LONGWORTH

Asgistant Secretary :
RAYMOND R. RAGGETT
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THORNCLIFFE, 115 WINDSOR ROAD,
OLDHAM OL8 1RQ

Ref: JEL/DB

The Rt. Hon. Margaret Thatcher, MP

Prime Minister

10 Downing Street

LONDON SW1 '\ 10 June 1980

DY QW@M|

[
I am writing to express my personal thanks for the way in
which you received the textile delegation yesterday and took
note of our deep concern for the future of the industry.

At one stage in the discussions, when Jack Straw suggested
advance payments in connection with the Short Time Working
Compensation Scheme, I did say that firms were able to obtain
advances if they had cash flow problems.

I have checked and confirmed this again today but there
appears to have been a tightening up within the Department
that makes it a little harder to obtain an advance payment.
This strikeés me as being one of the perfectly legitimate areas
where, without any publicity within the Community, additional
assistance could be given to firms by issuing guidelines to
regional officials administering the scheme.

Financial pressures are proving to be the final straw for many
firms who were just managing to fight the battle against low
labour cost imports and unfair competition and anything you
can do to relieve those pressures will ultimately benefit us
all.

ymm QU

//

)

A Company Limited by Guarantee Registered in England No. 75651
Registered Office as above




DEPARTMENT OF EMPLOYMENT

MPORARY SHORT- TIME WORKING COMPENSATION SCHEME

Messrs

Reference ..

| 'am pleased to inform you that your application for compensation under the Temporary Short-time Working Compensation

scheme has been approved for a period of |3 weeks from .. within the limitsof . ..

jobs which are at risk of redundancy, *and for __ workers who will work short-time but who are

not connected with the redundancy

Compensation is not payable during a period of notification of redundancy made in accordance with the provisions of the
Employment Protection Act 1975. * This approval therefore will become effective when you have withdrawn the notification
already made. A written notice of withdrawal should be sent to the office to which you sent the earlier notification with
copies to the Trade Union representative concerned and to me at this office.

A compiete review of the situation will be necessary at the end of the present period if you wish to apply for payment of
compensation for further periods of 13 weeks within the maximum period of one year allowed for under the scheme, which runs
from the beginning of the first |3 week period approved.

Your payments for the |3 week period which has been approved will be reimbursed, in arrears, in three instalments relating to
the first 4 weeks, the second 4 weeks and the final 5 weeks, that is, the periods ending On .

S S e s e s snensnsenenn e | @NCIOS @/ three claim forms on which you should
apply for reimbursement of your payments for those 3 periods. Please note that on each claim form you are asked to indicate
whether you will continue short-time working and claim compensation for a further period. On the first two claim forms (TST 3)
this period will be the next claim period, but on the third claim form (TST 3A) you are asked to indicate whether you wish to

apply for compensation for a further |3 week period (see Question 17 on TST 3A). YOU MUST ANSWER ‘““YES'' TO THIS
QUESTION IF YOU WANT TO RECEIVE COMPENSATION FOR A FURTHER |13 WEEK PERIOD.

The amount of compensation given will be based on the number of redundant jobs which you certify on the claim forms as

continuing to be maintained, * and on the number of workers whom you certify will work short-time although they are not
connected with the redundancy.

You should submit your claim forms as soon as possible after the end of the period to which they relate, and wherever possible

WITHIN 2 WEEKS of the end of that period. CLAIMS WHICH ARE RECEIVED AT THIS OFFICE MORE THAN 4 WEEKS
AFTER THE END OF THE PERIOD TO WHICH THEY RELATE WILL NORMALLY BE REFUSED.

Please note that the maximum period for which compensation can be paid commences at the date from which payment is first
authorised. |f payments are not drawn when they are due, for any reason, no back payment may be made subsequently, but

within the maximum period of compensation set out in PL 636 payments may be resumed if the conditions of the scheme remain
satisfied.

*If you are introducing short-time working under these arrangements for the first time Yyou may receive an advance payment

(normally of 2 weeks estimated compensation) which will be recovered from the final payment. The enclosed form TST 4 should
be completed and returned if you wish to receive an advance.

* Delete as necessary

TST 2




May | remind you that this is a purely voluntary scheme and you are entirely free to withdraw at any time by written notice to
this office  Your statutory obligations as regards the notification of redundancies in accordance with the Employment

Protection Act 1975 and the issue of notices of dismissal to workers on grounds of redundancy will apply once again from the
date of withdrawal from the scheme or of course on completion of the period of payment of subsidy. | would also like to
mention that the scheme is entirely within the discretion of the Secretary of State for Employment and there is no obligation on
nim to make payment in any particular case

Please do not hesitate to get in touch with me if you have any queries or require further information.

Yours sincerely




10 DOWNING STREET

From the Private Secretary 9 June 1980

I enclose a copy of the record of this
morning's meeting here at No. 10 with the
delegation from the textile industry.

I am sending a copy of this letter and
enclosure to Stuart Hampson (Department of
- Trade), Martin Hall (H.M. Treasury) and
David Wright (Cabinet Office).

T. P. LANKESTER

TSRS RGeS N s o N S o
Department of Industry.




RESTRICTED

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND A DELEGATION
REPRESENTING THE LANCASHIRE TEXTILES INDUSTRY AT 1200 HOURS ON
MONDAY, 9 JUNE 1980 AT 10 DOWNING STREET

Ce . MasXey 2L .

Present:

The Prime Minister Mr. Bob Lloyd-Jones (British
Textile Employers Association)

Mr. J. E. Longworth (B.T.E.A.)

Mr. Jack Brown (Amalgamated
Union of Textile Workers)

Mr. Ian MacArthur (British
Mr. Neville Gaffin Textile Confederation)

Secretary of State for Industry
Secretary of State for Trade
Mr. David Wolfson

Mr. Clive Whitmore

Mr. Tim Lankester Mr. Derek Nightingale (Walsden
Printing Co.)

Mr. Cyril Smith, M.P.
Mr. Jack Straw, M.P.
Mr. Nicholas Winterton, M.P.

Mr. Lloyd-Jones thanked the Prime Minister for agreeing to

see the delegation, and also for the letter which she had
written him on 3 June. In spite of the Government's apparent
concern for the industry's problems, he and his colleagues felt
that the Government's advisors still had not grasped their
significance and urgency. The situation was now so bad that
there was a real risk that the U.K. would follow the Swedish
example: our textile industry would be lost and we would be
faced with the job of recreating it all over again. In the cot-
ton and allied sector, one mill was closing each week; he had
knowledge of 40 further intended closures; over 11,000 employees
were presently on short time working; there had been over 5,000
redundancies in 1979, another 3,900 between January and April

1980; and another 5,000 were immediately in prospect.

Mr. Nightingale said that the large-scale employers were

approaching the present crisis in a way which was quite different

from previous downturns. This was exemplified by the position

of Courtaulds who had made clear that, if an operation was not

viable, they would close it down. In the past, they would have

kept their unprofitable plants going in anticipation of the upturn

RESTRICTED /oo
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to come. In his own line of activity, namely finishing, there
were 130 employers as of January 1980; 19 were now in the pro-
cess of closing down. Three out of eight roller printing works
were going out of business. This was an alarming rate of

contraction.

Mr. MacArthur said that the British Textile Confederation

endorsed the views which had been expressed on behalf of the
cotton and allied sector. The Government should not lose sight
of the large contribution which the textile industry made to

G P This was now being eroded. Once there were mill

closures, it was unlikely that they would re-open.

Mr. Brown said that the textile industry liked to fight

its own battles, and normally it would not come to Government
for assistance. But in the present crisis, its own weapons
were insufficient. The human consequences of the present clo-
sures were appalling; and the consequences for the country should
not be underestimated. He understood that the industry could
not be altogether shielded from the problems of the high
exchange rate and the high level of M.L.R.. But he hoped that
a programme could be worked out so that as much of the industry

as possible could survive.

Mr. Longworth said that the present situation for the

industry was worse than he had ever known it in many years of
lobbying. He was currently spending a huge amount of time
advising managers on such things as short-time working, redun-
dancy payments, and whether the Government was likely to take
action on the industry's behalf. Individual managers were in a
highly emotional state, for even the most efficient firms were
being forced to close, and this after they had spent large
amounts of money on re-equipping. The industry could not do any

more for itself: the Government had to help.

Mr. Straw said that the industry was special in two respects.

First, its current difficulties had not been caused by its own

inadequacies. On the contrary, productivity had risen, labour

HESTREGTED / relations
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relations were good, and it had adapted readily to changing
technology. Second, the industry was faced with a very high level
of import competition. The industry had a technology which was in
common use 1n many countries, and the present MultiFibre Arrange-
ment, which unfortunately continued until the end of 1981, was

inadequate. There must be a '"recession clause' in the next MFA.

Mr. Straw then repeated most of the points in his letter of
o June to the Prime Minister. First, controls recently imposed
on man-made fibres from the USA were not adequate. The quotas had
been set too high and the failure to impose any controls against
finished tufted carpets meant that the position of this sector
was now even worse than it had been before. Second, the '"gentlemen's
agreements' which purported to control imports from the Mediterranean
countries were inadequate. They could too easily be evaded. et
the Government could do more to support the industry by Buying
British. Fourth, the retailers needed to be encouraged to buy more
of their goods from British manufacturers. Marks and Spencer were
currently running into difficulties because of the unpatriotic
attitude of some of their competitors. Fifth, the industry needed
some immediate cash assistance. He regretted that the Temporary
Employment Subsidy had been discontinued. From the point of view
of industry's cash flow, this was a far better scheme than the
Temporary Short Time ~Working  Scheme; and it also had had a

beneficial effect on the balance of payments.

Mr. Longworth cited Turkish yarn as an example of a '"gentleman's

agreement” failing to work properly. In 1979, there had been a
ceiling of 2,940 tons, but in fact they had exported over 5,000 tons
to the UK. It was easy for the Mediterranean countries to get

around their agreements by free circulation within the EEC.

Mr. MacArthur said that the bilateral agreements negotiated

under the MFA in 1978 had been reasonable in the context of the
trading conditions at that time. Unfortunately, the MFA had
assumed that spending on textiles would continue to grow fairly

rapidly - and this had not happened. 1In addition the "basket

/extractor"

RESTRICTED
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extractor' system had not worked as effectively as it should have
done. Furthermore, on the question of man-made fibres, the
Commission had let the UK down. In the last few days, for example,
they had allowed 900 tons of nylon filament yarn to be imported to

the UK via the free circulation route.

Mr. Winterton said that MPs in all three Parties were concerned

about the plight of the industry, and they were not prepared to let
it collapse. The Commission's handling of the quota arrangements
had been highly unsatisfactory: he was especially critical of the
length of time they took to act in particular cases. The large
companies were now increasingly establishing their production units
abroad: he wondered whether the Government really wanted the UK to
be turned into a service economy. This was the worst crisis for the
industry in 50 years. If nothing was done, there would be no
industry left when the Government's economic policies began to work

through.

Mr. Winterton then suggested the following paliatives. First,
the Government should enable the energy industries to charge lower
energy prices to the textile industry and thereby emulate the position
in the USA. This would help offset the high level of MLR and of
sterling. If this was not possible, PRT should be increased and
the proceeds should be allocated to industry. Second, the
Government ought to act more firmly against imports from COMECON
countries. Some of the prices charged by these countries were
quite absurdly low. Third, the Government should set a better
example in its public purchasing policy: it was quite wrong that
the police had recently purchased a large consignment of raincoats
from West Germany.go%ﬁghGovernment had been very successful in
securing its objectives on the EEC Budget; it should now get the

EEC to change on the question of textile imports.

The Prime Minister said that the Government could not change

the existing MFA, and it had to operate within the EEC rules and
through the Commission. In considering the case for controls on
imports, the Government had to take into account the fact that the

UK was highly dependent upon exports and therefore subject to

retaliation, and also that controls were not always popular - for
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example with consumer interests and with producers who needed to

import materials.

However, the Government was determined to do all it could for
the industry. It intended to negotiate a tough successor to the
current MFA - taking into account experience with the latter. But

it would be damaging to our negotiating position to say in public

what were our negotiating aims at this Stage. Second, the

Government was going ahead with a requirement for origin marking.
It was not possible to promote this as an aid to the industry
because the Commission would object: the requirement would only be
acceptable if it were described as a consumer aid and this was why
the Minister of State for Consumer Affairs was dealing with it.
She was now consulting with the Commission on the details, and
draft Orders would be published shortly.

The Prime Minister said that she understood that the industry
had three kinds of complaints about the import quotas: they took
too long to be introduced; they were not set high enough; and they
were not implemented properly. On each of these scores she had a
good deal of sympathy with the industry; and the Government would

do all it could to improve matters. Mr. Nott added that the arrange-

ments for obtaining new quotas under the '"basket extractor' did take
too long, and officials would do all they could to speed things up.
However, it had to be pointed out that the delays in introducing
quotas on imports from Turkey had been due partly to the pressure
from the Germans, who had not wanted restrictions on imports to

undermine their aid programme to Turkey.

On the question of energy pricing, the Prime Minister said that
under the rules of the EEC the price of North Sea oil in the UK

market could not be lower than the price obtained from sales to our

EEC partners. As for electricity and gas prices, industry was able

to negotiate bulk tariff deals; any further assistance would have to
domestic

be at the expense of/consumers. The idea of increasing PRT and

allocating the proceeds to industry was also unattractive - PRT was

already high enough and was holding back exploration activity in the

RESTRICTED

/North Sea




RESTRICTED

- 6 -

North Sea. Mr. Brown said that, in that case, the Government

should finance assistance to the industry by borrowing more. The

Prime Minister responded that the Government could not do that since

it would simply mean higher interest rates.

Mr. MacArthur said that the industry accepted that the current

MFA could not be renegotiated. But it did contain provisions for
consultation after the first two years - the so-called '"flexibility
provisions'" - if trading conditions had radically changed. The

Prime Minister said that the Government would consider the possibility

of invoking these provisions.

Mr. Winterton said that it was very disappointing that the

Government had not managed to obtain a quota on tufted carpet

imports from the USA. Mr. Nott said that, as soon as he had

sufficient evidence, he intended to return to the Commission on this
issue. He pointed out, however, that the USA had already put 1in
substantial compensation claims, as they were entitled to, in
respect of the two quotas already imposed; and these would probably
have to be met by lowering the tariff level on EEC imports of USA
textiles. He was also trying to fend off the threat of US

retaliation on imports of wool textiles from the UK.

Sir Keith Joseph said that the Government would try to use

public procurement more effectively to the advantage of the industry,
and to avoid a repetition of the purchase of raincoats from West

Germany by the police. Mr. Smith said that the industry could

assist Government by monitoring the orders which were placed by the

public sector. The Prime Minister said that she was sure the

Department of Industry would welcome this. Mr. Winterton commented

that the public sector in the UK advertised far more than its
counterpart 1in other EEC countries: the Italians did not seem to

advertise at all.

Mr. Straw repeated his suggestion in his letter that the

Government should announce a Queen's Award for Retailers for

purchasing from British manufacturers. He also argued that payments

under the Temporary Short Time Working Secheme should be brought

forward. The Prime Minister said that she did not think this would
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be a good idea. It would be misunderstood by housewives, who

wanted to buy the best value for money. On the Short Time Working

Scheme, Mr. Longworth commented that there was already provision for

firms to obtain payments up to two weeks before short time working

began. Mr. Nott said that the idea of bringing retailers and

manufacturers together could best be pursued in NEDC and the relevant

Sector Working Party.

The Prime Minister said that she often found that the designs

of imported textiles were superior to UK manufacturers'. Much

could be done by improving our own designs.

Finally, Mr. Lloyd-Jones said that he hoped that the Government

would reconsider its position on his proposal for a working party to

consider the problems of the industry. The Prime Minister said that

she did not believe a working party would be of any advantage; but
if he wished to pursue the matter, he should do so with the Secretary
of State for Trade.

The meeting finished at 1310 hours.

9 June 1980




PRIME MINISTER

TEXTILE MEETING: 9 JUNE 1980

The Departments of Trade and Industry have provided the
brief at Flag A.

There is a lot of other material which you might like to look
at again. I have put it all in the folder, in case you want to

look at any particular paper. This includes:

Flag B: Your exchange of correspondence with
Mr. Lloyd-Jones (who will be coming to
the meeting

Flag C: Jack Straw's letter to you setting out

the points h roposes to make at the
meeting. The brier Bog Deen drawn up

taking them into account.

The correspondence from Cyril Smith -
which is extensive, and includes some
cuttings from the Rochdale Observer
which you have not seen before.

Correspondence from Nicholas Winterton.
T
The papers for the E meeting last month
on textiles, including Robert Armstrong's
brief and the Department of Trade's
"Facts Sheet'.
ErmaseaT T TS I A v T g
A letter we have just received from
Lord Peart writing on behalf of the
Retail Consortium and arguing against
increased protection.
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I attach a letter from Cyril Smith
giving the final composition oi the
textiles deputation meeting next Monday.

I am copying this letter and its
enclosure to Stuart Hampson (Department
of Trade).

N. J. SENDERS

Mrs. Catherine Bell,
Department of Industry.




DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-212 350/1
SWITCHBOARD 01-212 7676

é June 1980

Secretary of State for Industry

Nick Sanders Esq

Private Secretary to the
Prime Minister

10 Downing Street

London SW1
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T enclose briefing for the Prime Minister's meeting at
12 noon on Menday 9 June with the delegation from The
Lancashire textiles industry led by Nicholas Winterton,
Cyril Smith and Jack Straw. The Secretaries of State
for Trade and Industry will also attend.

The brief incorporates the points raised by Mr Straw in
his letter of 5 June. '

The substance of the brief has been agreed with Department
of Trade officiglse.

%Wi‘s < CQVQ/Lj

CATHERINE BELL
Private Secretary




" A

BRIEFING FOR THE PRIME MINISTER'S MEETING WITH NORTH-WEST
TEXTILE MPs, 9 JUNE 1980

The Prime Minister (accompanied by the Secretaries of Industry and
Trade) has agreed to meet a delegation representing the Lancashire
textiles industry. The delegation will comprise:

Mr Cyril Smith, MP
Mr Jack Straw, MP
Mr Nicholas Winterton, MP

- Mr Bob Lloyd-Jones, Director-General of the
British Textile Employers Association
Mr J E Longworth, British Textile Employers
Association
Mr Jack Brown, Amalgamated Union of Textile Workers
Mr Ian MacArthur, Director, British Textile
Confederation
- Mr Derck NIGHTINGALE |, Chaimman  Walsde fs.-.#.j Cs ( Fiaishing Tadustny)
A letter was received at short notice from Mr Straw listing a number
of points which he intends to raise and advising that he plans to
release extracts from the letter to the press., These points are:

i) Imports of man-made fibre products from the USA.
ii) Imports from Mediterranean Associate countries of the EEC.
iii) Public purchasing.
iv) British Retailers'! Purchasing Policy.
v) Aid to Industry.
vi) The (social) consequences of the industry's collapse.

The State of the Industry
Like other parts of the textiles and clothing industry, cotton and
eSS RIS S S TS TS

allied textiles (the "Lancashire" industry) is facing very serious
S — OIS FER T IS TR T ey L e
difficulties. Closures are mounting. Employment fell from 69,000 to
R S — #
65,000 in 1979, and the process appears to be accelerating. Fears of

a very serious collapse cannot be discounted.




Continuing pressure from imports from both high-cost and low-cost
EerswntesTY e —

sources (where Lancashire textiles were the first to feel the impact)

is a major factor. The strength of sterling is making imports more

attractive and exporting more difficult. High inflation and interest

rates are adding to the industry's problems.

Mr Straw's Points
(i) - Imports of Man-made Fibres from the USA

The UK Government was naturally disappointed that the Commission did
not accept the case for a quota on mmf tufted carpets and fixed the
quotas on polyester filament yarn and nylon carpet yarn at relatively
high levels. However, the fact that quotas exist should have a
e e T
stabilising effect on the market. And the Commission have agreed that
e RS T N S S T S LS SR T TR

(Wii‘ imports of American carpets continue on an upward trend and

d damage the industry safeguard action will be taken.

We are watching the position carefully at present. The problems of
those carpet manufacturers using US yarn will of course have been
alleviated by the level of the quotas which, as Mr Straw acknowledges,
will give them access to amounts greater than they imported last year.
On the evidence provided by industry the UK Government does not
consider that there is at present a case under the international rules
for seeking quotas on other synthetic textile products. The
Department of Industry is keeping in close touch with the industry on
this issue,

(ii) - Imports from Mediterranean Associate Countries of the EEC

As Mr Straw says, controls on the EEC's Mediterranean Associates are

less formal than the restraints oﬂ-szher low-cost sugpllers under
the MFA But the preferential tradlng status which the Mediterranean
countries enjoy as EEC Associates guarantees them unrestricted access
to Community markets for their manufactures. Under the Voluntary

B EEEEE———
Restraint Arrangements (VRA) which the Community has succeeded in




negotiating, the Mediterranean countries have agreed to forego this
right in the case of textiles and restrain their exports. Although
the levels have not always been scrupulously observed, these
arrangements were the best that could be achieved, and it will not be
possible to establish more effective controls in this area.

The preferential agreements with Mediterranean countries do provide for
the imposition of quotas in exceptionally disruptive cases. This
safeguard provision was invoked to block further imports of cotton
yarn from Turkey (for which no VRA exists) in late 1979 for the
remaining weeks of that year. We would not rule out similar action
in the future if conditions warrant it. But the need for Community
consent for safeguard action limits our powers to act independently.
So far this year Turkish yarn imports are running at a lower rate
than last and are consistent with respect for the 1limit which we

envisage (about 3000 tonnes).

(iii) - Public Purchasing of Textiles

The UK is under a Community obligation to advertise certain public
contracts for tender. But within these limits purchases of textiles
and clothing by central Government are normally (30%2_22%) made from
UK sources. Local authorities and health authorities - who also have
to have regard to Community obligations - are responsible for their
own purchasing decisions. We hope that they will use their relation-
ship with UK suppliers to improve industrial performance to the
advantage of both sides and that where ever possible they will buy
British textile products, but the Government is in no position to
require them to do so. As far as the National Health Service is
concerned the Secretary of State is about to set up a Supply Council
to establish policies over the whole range of Health Service procure-
ment. The Government is prepared to pursue any case where it can

be demonstrated that a British company has suffered because other
Member States have failed to observe Community obligations.




(iv) - British Retailers' Purchasing Policy

Retailers purchase what they can sell to the consumer, and it is

B EE—
primarily the responsibility of the manufacturer to produce the
right goods.

However the need for closer relafionships between retailer and
manufacturer in the search for import substitution opportunities has
been recognised. A Panel has been established for just over a year
under the aegis of the National Economic Development Office on which
manufacturers and retailers are represented. The Government attaches
importance to this work and the Department of Industry is represented
on the Panel. There have been one or two instances of import substitu-
tion arising from the work of the Panel but this is essentially a long
term exercise. The Secretary of State for Trade recently attended

a dinner hosted by the Chairman of the Clothing EDC at which a number

of major retailers were also present. The Chairman of the Clothing

—— Y
EDC undertook to submit to the Departments of Trade and Industry an
outline scheme aimed at helping with design, marketing and promotion.

——EECI————— A

(v) - Aid to Industry

(a) - Special Fiscal Relief for Textile Firms

B TS A
This would inevitably mean an increase in taxation elsewhere or in

public borrowing. It would thus make the task of bringing public
expenditure and inflation under control more difficult. It is in
the longer term interests of the textiles industry, as for industry
generally, that we should not be deflected on this front.

(b) - Temporary Employment Subsidy

While the EEC Commission has authority to approve schemes of aid
designed to remedy a serious disturbance in the economy of a Member
State, they took serious objection to the TES, precisely because

so much went to tg;;;;es and clothlng firms (this was not envisaged
when they orlglnally approved the scheme) and they considered that it
was distorting the pattern of trade and competition in the Community




in maintaining output at artificially high levels,which the Short
Term Working Compensation Scheme does not do. There is no prospect
that their view would be any different now if we sought to re-introduce

similar arrangements.

Since TES was discontinued, other special employment measures have
been developed and expanded and the GCovernment is already committed
to a high level of expenditure up to March 1981 when the whole
programme of measures will be subject to annual review.

(vi) - Social consequences of the industry's collapse

It is true that a large part of the workforce in the Lancashire
industry is composed of Asians.

e e PSS S SR R

Other Points Which May Arise
(vii) - Agreements with MFA Countries

Bilateral agreements negotiated under the MFA have established

effective quotas on imports of many categories of product.

These cannot be cut-back (as the Prime Minister's letter of 3 June
(attached as Annex) to the British Textile Employer's Association -
representing the Lancashire industry - made clear). The agreements

prohibit it and to renege on them would breach our intermational
e STl e aetsy

obligations.
ey,

But the Goverment is fully committed to seeking the rigorous
implementation of existing restraint measures, although it does not
l’have discretion to act independently of the Commission and its

European partners.,

(viii) - Renewal of the MFA

There will be a successor arrangement to present MFA, but
negotiations with 3rd world will be very tough.




(ix) - Respect for Quotas by MFA Countries

By and large quotas work well. Discrepancies between import
~

figures and quotas stem mainly from imports for re-eﬁgort (excluded
VRS e P S A = )
from the quotas) and permitted flexibility in quota usage.

e e e A SR S et 1o

(x) - Commission reluctance to negotiate new "Basket Extractor" quotas

Commission has unenviable task of balancing views of different Member
States, and negotiating with 3rd countries who believe the restrictions
to be unfair. But we must and will keep up the pressure.

SR M
(xi) - Global Ceilings

These apply for certain sensitive products (ie target levels for imports
from all low-cost sources). There have been breaches because of
additional access to the UK market conceded through new agreements

and quotas. But breaches have been relatively small and in some cases
imports have kept below the ceilings.

(xii) - Imports from Developed Countries

These have grown but so have exports to them. This trade is
W

vulnerable to retaliation if we sought to take action against imports

from these countries.

(xiii) - Government Commitment to Fair Trade

(a) But low-cost trade not necessarily unfair.

(b) EEC anti-dumping action on US acrylic yarn, and quotas on US
polyester and nylon' carpet yarn. But often difficult to make
a case stick. Insufficient evidence under international rules

——

to seek action on eg US carpets, fabrics and household textiles.
We are keeping in close touch with industry on this,
Fraudulent declaration or origin to evade quotas a recognised
pre;b_]_._eim. HM Customs commim to com and the
Commission have made proposals for dealing with it and encourag-
ing Member States to co-operate with each other.

(d) Government also seeking to persuade other countries to lower

barriers against our own exports but this will not be easy.




(xiv) - Origin Marking

Consultation on origin marking now underway. Could run into trouble
from the Commission (and European Court) but we hope they will accept
it as a consumer protection measure.

(xv) - Free Circulation

New Article 115 regime for monitoring imports of 3rd country goods
via other Member States does create uncertainty. Power of decision
rests with the Commission but the Trade Minister has emphasised to
the Commission the need for comprehensive monitoring under the new
regime. The amount of free circulation is small in global terms but
acute problems do arise on specific products.

’\—___———-.——/

(xvi) - Outward Processing

Some sectors of UK industry are beginning to see value in OP arrangements

but the UK continues to count OP goods agq}gg}_ng;mal_ggg&ggé_and

there are no plans to change this,
B R

(xvii) - Enlargement of the Community

For Greece, a safeguard clause will be available throughout the ) year

transitiopal period although the Commission has discretion over its
use. For Portugal and Spain (not joining before 1983) we expect to
negotiate specific transitional arrangements for textiles.

(xviii) - Loss of Assisted Area Status in Lancashire Textile Areas

Need to concentrate regional assistance on areas of the greatest

need, We accept that changes might occur in the circumstances of some
areas compared with others. Prepared to look again at the status of
affected areas if there is clear evidence of major changes in local

circumstances relative to other parts of the country.
ﬁ




(xix) - Interest Rates

To reduce interest rates prematurely risks undermining the policy

to reduce inflation. Companies and employees can safeguard

liquidity 5§_§ZEEIET; wage negotiations /Note Labour relations

in Lancashire textile agg_praditionally good. Recent wage settlements
appear to have been moderate/. Cuts in public expenditure and

the recent successful negotiation in the Community will bring forward
the prospects for lower interest rates.

(xx) - Sterling

Exchange rates are determined by the market. Intervention would be
inflationary. In any case this is not the way to improve long-term
competitiveness, which rests rather on productivity and the ability
to meet market requirements. Nevertheless the Government recognises
the problems for industry of meeting the rapidity of the rise in

sterling and is keeping the position of the company sector under close
surveillance,




JACK STRAW, M.P.
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HOUSE OF COMMONS
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5 June 1980

The Rt. Hon. Margaret Thatcher, M,P,
Prime Minister

10 Downing Street

London SWl.

NS NN

I am most grateful to you for agreeing to meet
Cyril Smith, Nicholas Winterton and myself, and for arranging
the meeting to be held promptly on Monday next, 9th June.

I thought that you might find it helpful to receive,
in advance, a note of some of the specific points which I would
wish to raise with you at the meeting.

L% Imports of man-made fibre products from the U,S.A.

John Nott himself acknowledged that the controls
established against certain U,S., fibres are not adecuate,
when he said in the House (18 Feb,1930): "I am not
wholly satisfied with the Commission's response to our
application... " (col. 31). The problem is, first,
that the quotas achieved on polyester filament yarn and
nylon carpet yarn are far too high, and have been set
at a level which will ensure that disruption of the U,K,
market will continue, The quota on nylon carpet yarn,
for example, will mean that imports for 1980 will actually
be 30% higher than in 1979.

Second, the failure to back the controls against
fibres by similar controls against finished products has
in some respects made the situation worse than it was
before 138th February. This applies particularly in the
tufted carpet sector. The U,K, Government was unable
to obtain any quotas against finished tufted carpets,
which has meant that the carpet manufacturers have been
caught both ways. They cannot compete adequately in
the finished product market = nor can they now reduce
their costs by purchasing cheaper, imported fibres.

This result is well illustrated by the present
plight of Messrs. Mossbridge Yarns, Blackburn (a
subsidiary of the William Baird Group). They spin

yarns for the tufted carpet industry: but U.S.




importers are still able to undercut them by 50p per kilo
(there are no quotas at all on spun yarn): at the same
time, two of their major carpet-manufacturing customers
are being put out of business by intense U.S. competition
in the finished carpet market. The mill is now losing
£20,000 a month.,

In mid-May, Bairds told the trade unions concerned,
in confidence, that they were going forthwith to issue redundancy
notices to all 300 employees at the works. At the union's
request, Charles Fletcher-Cooke (in whose constituency the mill
lies) and I saw the Chairman of Bairds on 21 May, and managed to
persuade him to hold off the issue of the redundancy notices
for six weeks, in the hope that meanwhile the Government would
announce stronger and more effective controls against U.S,
fibres, yarns and finished products., But a failure to implement
such controls will mean the closure of the mill. I shall
therefore be asking you for a specific commitment to more
effective controls on these U,S., imports.,

Z Imports from Mediterranean Associate countries of the
EEC

These have been highly disruptive, The continued high
level of import of cotton yarns from Turkey, for example, has
directly contributed to the closure of Courtauld's Imperial
Mill, Blackburn, with the loss of 300 jobs. Unfortunately,
unlike the controls on traditional low cost countries like
the U.S.A., those against the EEC's Mediterranean Associates
are "gentlemen's agreements'" and appear to be easily evaded,

Is the Government willing to press for more effective
controls in this area ?

3e Public purchasing

When Barbara Castle was Secretary of State for Social
Services, she reviewed the DHSS's textile purchasing policy,
and following this review new instructions were issued in June
1975 to all health authorities to ensure that "British
alternatives to foreign goods' were more '"fairly and fully
considered", While I believe that this instruction still
stands, it is apparent that it is not working effectively.
For example, information given me by the Lancashire Area
Health Authority (their letter of 9th May 1980, attached)
indicates that, at one very large mental hospital -, 40% of
shirts and pyjamas were purchased from foreign suppliers -
Hong Kong, Portugal, Poland and the USSR,

While I understand the financial pressures on individual
Health Authorities to buy the cheapest, whatever the country
of origin, this is surely a false economy for the Government
as a whole, since any marginal savings which may be made in the




N.H.S. budget are likely to be more than offset by the
Exchequer costs, in terms of unemployment benefit,and

tax foregone, of those put out of work by such purchases,

While I am aware of certain intra EEC obligations in

respect of public purchasing, it is my very firm belief that by
a variety of informal and formal means other governments, in
the EEC and beyond, do ensure that home manufacturers are more
favoured in their public purchasing arrangements than is the
case in the U.K, (I am fortified in this belief by a
reference in the Financial Times a few months ago to the fact
that your Industry Secretary, Sir Keith Joseph, was considering
a more effective public purchasing policy.)

I shall therefore be asking you whether the Government

is willing to take more action to support the industry through
public purchasing.

4, British Retailers! Purchasing Policy

The great overall increase in import penetration in the
textile and clothing sectors has obviously been matched by
substantial increases in these goods which individual retailing
groups are buying from abroad. Some of the groups whom I have
contacted recently do say that they favour British manufacturers
wherever possible, but some others clearly do not, and excuse
their high level of imports by complaining that British
manufacturers are not as responsive to market changes and needs
as some foreign omnes. (This was part of the case made
yesterday by the Retail Consortium, ) But the shining example
of Marks and Spencer surely shows what can be done when a
successful retailer is willing to devote management time and
effort (and some of its profits) to nurturing home manufacturers.,
But there are limits to what any one manufacturer can do, and
you will know that Marks' are themselves finding it difficult to
meet the competition of firms like Littlewood and British Home
Stores, whose purchasing policies seem to ignore the national
interest. But is there not a good deal that could be domne by
your Government to cajole, bully, encourage - and maybe shame -
some of the leading retailing groups into following Marks and
Spencer's excellent example ? While the Retail Consortium
may be correct in claiming that some U,K, manufacturers could
improve their marketing, it is surely quite unfair to expect
the manufacturers - many of whom are frankly demoralised - to
take the initiative without some active encouragement from the
retailers ? Are you willing to offer tangible marketing help
in this area ? Would you, as a back-up to such a policy, be
willing to consider the establishment of a Queen's Award for
Retailers who make an outstanding contribution to British
manufacturing ?

(continued)




e Aid to Industry

Your own continued operation of the Temporary Short-
Time Compensation Scheme indicates to me that you have no
objection in principle to such aids where you consider them
justified, The problem with this scheme, however, is that
it provides compensation for firms for not working; while
the Temporary Employment Subsidy (TES) helped firms to
remain in work. Figures produced by the Department of
Employment under the last Govermment indicated, as I recall,
that T.E.S. has a nil Exchequer cost (through savings in
unemployment benefit and tax foregone) - and so added nothing
to the PSBR, and was positively beneficial to the balance of
payments,

There is no doubt that textile firms would greatly be
helped by the early introduction of a scheme similar to T,E,S,
When I have raised this in the House, however, I have
understandably been met with the response by your Employment
Ministers that T.,E.S, had to be abandoned by the Labour
Government because it fell foul of the EEC's free competition
rules, and could not for that reason alone be reintroduced,

I have looked closely at these EEC rules. Article 92
(3)(b) does in fact allow aid "... to remedy a serious
disturbance in the economy of a member state', and the EEC
Commission when T.E.,S, was originally introduced raised no
objection to it (Fifth Report on Competition Policy 1976),
accepting that it came within Article 92 (§) (b). It was
only later, as the situation eased temporarily for the
industry and as other member-states raised objections, that
the Commission imposed conditions, with the result that the
Scheme ended in April 1979. But the key point is that, given
conditions in the industry, T.E.S., was accepted as within the
EEC's rules when it began.

The situation within the textile industry is now worse
than that which obtained when T,E.S., was first established.
In the light of this the U,K. Govermment would surely have
a very strong case for the introduction of a similar scheme.
This I would urge you to do. There cannot surely be any
doubt that the industry is causing '"a serious disturbance"
in the U,K, economy, nor that a scheme of temporary employment
support would help remedy this,

~

0, The community consequences of the industry's collapse

Many of the Asians in my constituency first came to the
UK, in the 50's in response to advertisements in newspapers
in India and Pakistan from U,K, textile manufacturers who
were seeking to overcome what was then a labour shortage.
In the North West there is now a heavier concentration of
Asians working in the textile industry than in any other
industry, so redundancies fall disproportionately hard on
this community: they may also find it more difficult to
obtain alternative employment. Unemployment is a personal




catastrophe for all - whatever their race or colour -
who encounter it, But I hope that I do not need to
spell out to you the serious community consequences
that could arise if large sections of one ethnic
group remain unemployed for long periods.

I shall look forward to meeting you on Monday,

\/W
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@.ancashire Area Health Authority

Ar ministrator:  J.W Roe.,AHA, AMBIM.MRSH

EAST CLIFF OFFICES, PRESTON PR1 3JN.  Tel. Preston (STD 0772) 59344. Ext. 203

Your ref. Please ask for MNr. We.Ee. FO
Our ref.  WEF/AS Date 9th May, 19

Dear Mr. Straw,

My apologies for the delay in replying to your letter dated the

1st April, 1980 regarding the issue of shirts and pyjamas which

are manufactured in Hong Kong to patients in Brockhall Hospital,
and I regret I have only just received the information that enables
me to replye.

Decisions on which items to purchase depend on the availability of
goods on the market, price, quantity and quality. These decisions,
aimed at obtaining the best value for money for the health service,
are made after careful consideration, which includes the Government
preference for British goods to be purchased wherever possibles.

Factors which have been against purchasing British goods, have
mainly been price, but also the existing contract for pyJjamas is
lOO% polyester, whereas from the patients and laundering point of
view there was a strong preference for polyesteq/cotton mixture.
There was a substantial price advantage by purchasing the pyJjamas
made in Hong Kong. The nightshirts which are ordered from contract
are British made.

Different types of shirts are purchased for the patients at Brockhall
Hospital in order to provide some degree of variety for the patientse.

Of the 3-button casual shirt type 95% were purchased either on or off
contract from British manufacturers, as against 5% purchased over the
last twelve months of foreign manufacture, namely Russia, Portugal

and Polande Of the ordinary polyesteq/cotton men?s shirts 37% purchased
over the last twelve months were of British manufacture. The purchase
of British manufactured polyestep/cotton shirts has proved to be too
expensive for the limited budget and the purchase of the British shirts
was made chiefly to provide the patients with some variety.

Taking the above purchases as a whole over the past twelve months, 60%,
in terms of the number o f items bought were British and 40% of foreign
manuf acturee.

Tf there is any further information you require would you please write
to me agailne.

Yours sincerely,

/,/
’AZM(_,;:
Area/ Administrator

Jack Straw, Esqe, MP
House of Commons,
London

SWIA OAA




5 June, 1980

-

I attach a copy of a letter we have

received this affernoon from Jack Straw, AP, ,

about next londay's meeting on Textiles., 1

should be grateful if it could be taken into

account in preparing the briefing for the Prime
Minister and the other Ministers who will Le present.

1 am copying this letter and its enclosure
to Stuart Hampson, (Department of Trade).

N: 0: SANDERS

Mrs Catherine Bell
Department of Industry




EROM: o [CYREL SSMITNSSMBE & 5 MP

HOUSE OF COMMONS
LONDON SWIA OAA

June 5,1980 N

The Rt Hon Mrs Margaret Thatcher, MP
The Prime Minister

10 Downing Street
LONDON SW1

Dear Prime Minister,

My very sincere thanks for agreeing to meet a
deputation, re the Textile Industry. I confirm
this as being on Monday next, June ¥85 at %2 noon,

at

10 Downing Street.

The deputation will consist of :-

Mr
Mr
Mr
Mr
Mr

Mr

Mr
Mr

Eyral Smithy MBE. ,MP
Jack Straw, MP

Nicholas Winterton, MP

J Brown
Bob Lloyd-Jones

John Longworth

Ian MécArtnur
Derek Nightingzle

Amalgamated Union of Textile Workers
Director-General British Textile

Employers Association
Rocihrdale & Yorkshire Textile Employers Sec.
and Secretary Textile Industry Support
Campaign
Director, British Textile Confederation
Past President B.T.E.A,
Chairman of Walsden Printing Co
(Finishing Industry)

We look forward to a constructive discussion with you.




%MMJ&EN HOUSEOF COMONS
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TEXTILE unions and em-
ployers are poised to take
*‘drastic = and ~ unprece-
dented steps” in a bid to
avoid the industry’s total
collapse.

Rochdale is one of the

worst-hit areas with more than
1.500 jobs lost, or redundancies

& announced. since January.

By MARTYN GREEN

To explore the gravity of the
situation, I have spoken to
some’ of the industry’s top
people — employers and t:ade
union leaders — to obtain an
overall picture of the crisis.

Some say they will use the
| survey to “hammer home” the
facts at local,"Government and
Common Market (EEC) level.

agree on several points — not
least that thousands of jobs
will be -lost between now and
the end of the year if urgent
action is not taken.

‘WORST 1
HAVE
KNOWN

JOHN LONGWORTH

‘Mr John Longworth, secre-
tary and director of Rochdale
and  Yorkshire Textile
Employers’ Association," said
the situation was the worst he
had known,

He warned: “If. present
‘trends continue I predict half
of the - Lancashire textile
‘labour force will be out of
work within 12 months. This
would be a loss of about
35,000 jobs. This is how bad
things are.

“The whole of my days are
spent. advising firms how to
deal with short-time working,
redundancies and closures and
how to use existing agree-
ments to reduce labour costs
and increase productivity.”

The tragedy, Mr Long-
worth said, was that in Roch-
dale, employers had spent
something like £20M on new

and-a-half vyears.
the industry had
about £1.100M in five years.

He said: “In Rochdale, em-
ployers are filled with gloom
and despondency. In just over
two years about 3,000 textile
jobs have been lost. Despite
modernising and increasing
-efficiency, mills are closing be-
cause employers cannot sur-
Vive.” '

Why are they closing?

Mr  Longworth:  “Firstly
there is the problem of cheap
imports. If we « paid our
workers nothing we still could
not compete on price with
some 1mports.

“Some countries are deliber-
ately dumping cheap textiles
on Britain and this must be
stopned.

“Modernising - a  spinning
mill costs about £1M, and re-
payments, with interest
| charges, would be about
£10.000 a week. Interest rates
have risen from 12 to about 20
per cent, and coupled with
this, we have had a 25 per
-cent rise in the cost of raw
materials, Employers had not
taken.this into account.
. “I would support a two-tier
mmterest scheme such as
Germany’s, where industry re-
ceives preferential rates, cur-
rently between four and six
per cent, i

“Then we have imported
goods bearing false country of
origin labels. SRS

“Import levels come under
the EEC, but when it has im-
posed anti-dumping duties to

Ea

Employers and trade unions

~our backing.

machinery over the past tv/o-
Nationally,
invested

Rochdale

protect sections of our industry
they have been abused. _
“Garments can be made in
one country, which has to pay
anti-dumping duties. shipped
to another country where the
buttons are sewn on, and then
exported to Britain by that

country. : ;
“We must persuade major
stores to buy British. The

consumer buys what is on the
shelves. He does not check to
see if the goods were made
in Britain. - _

“The rot started some years
ago when stores started buy-
ing foreign. This knocked
many British producers out of
business.

“But now, if all stores
bought British, we could not

meet demand. Mothercare and

Marks and Spencer buy mainly
British and are successful.
Some others buy withount re-
gard to-the effect it will have
on the British economy.
“Now is the time for a little
patriotism, but stores will
have to make the change gr‘ad-
ually to ‘enable manufactu-
rers to build up stocks.

““T know of some British ex-
ports that have been held up
by customs officials within the
EEC for five weeks. They
asked for country of origin
certificates, which are not
needed within the EEC.

“We must now ignore the
EEC rules and restrict some
textile imports for at least six

- months until our industry sta-

bilises. We have exhausted all
possible avenues of negotia-
tion:: . :

“I think all employvers would
support an international day of
action by textile workers. It
would hurt us because of lost
production, but any action,
within reason, aimed at high-
lighting the crisis would get

- “T would like to see the
Prime Minister. come North to
show she is really interested in
our plight.

“President Carter came out
with a firm statement about
help for the American textile
industry and kept his word.
This is what we need from our
Prime Minister. '

LAST
STAGE

BOB LLOYD-JONES

Mr  Bob Lloyd - Jones,
Director-General of the E_Sri'.ns!h
Textile Employers’ Association,
fears that 170.000 of the
700,000 textile workers could
lose their jobs by the endonf
the year — because of high
interest rates, the rising £ and
cheap imports. -

He said: “At the start of the
Multi - Fibre _Agreement
(MFA) we were forced to in-
vest heavily in new tech-
nology and modernising plants.
Firms who did this have now
been caught out, mainly due to
high interest rates.

“The rising value of the
pound is also making exporting
more difficult. e

“We are renegotiating the
MFA but my main fear is that,
at the end of the day, it will
remain basically the same. The
MFA takes account of a SIX
per cent growth in demand.

“In Britain, demand has not
reached this level and the cur-
rent philosophy is one ol stag-
nation rather than growth,
sion. -

“Then we have to consider
Greece, which is to become a
full member of the EEC. Up to
now the Greeks have adhered
to export quotas, But will they
continue this attitude once
they are members?

coupled with a nati()’nal're-ces-_'

- Observer Wednesday 4

~ AN AILING INDUSTRY -

kind of

Yy s

In 1985 China will be pro-
ducing 52 M tonnes of tex-
tiles — 1M tonnes more than
the ~EEC . produces. - This

~demonstrates why we are so

worried about the implication
of massive Chinese exports.

. "Our industry is fast reach-
ing the “last resort” stage. In
general, I am opposed to any
‘day of action’ by
workers. This would only add
to the problem by hitting pro-
duction. - :

“But if it became clear that
this is the only way — the last
resort in focussing attention
on the plight of the industry
— then I would support a mass
day of action.

“But_ all is not doom and
(_lespondency; Some companizs
are operating profitably and

investing heavily in their
future,
“The difference between

Germany and ourselves comes
down to three factors. In
Germany. the -trade union
situation is easier, the Govern-
ment backs industry in many
ways and banks are pumping
funds into the industry.

“On the question of imperts,
we are not up to some of the
dirty tricks played by the
French and Ttalians.

~ “We have played everything
according to the rules. Now we
must stop playing cricket. If
survival means resorting to
some of these deplorable tac-
tics, we must consider doing
S0.

“Tha new MFA must close
inmport loopholes. It has been
proved that voluntary agree-
ments have proved useless —
Turkey being a prime example.

“There should be no volun-
tary agreements. There should
be legislation, and when the
law is broken the EEC must
act immediately and not take
months, by which time the
damage is already done.”

The BTEA hopes to meet
the "Prime Minister to discuss
the crisis. If this appeal fails,
the Asssociation has a few
more tricks up its sleeve.

Mr Lloyd-Jones would not
reveal “his hand.,” but his ulti-
mate action could well be a
ban on handling any imported
goods directly responsible for
the decline of seme sections of
the industry. _

He agreed that joining the
Common Market had been a
“massive disaster’ for the in-
dustry.

Had all member states
played the 'game. our textile
industry would not be facing
the present crisis, although it
would still have problems due
to high interest rates and the
value of the pound.”

Sir Arthur Knight, chairman
of Courtaulds, said he would
have welcomed the opportunity
to comment, but could say

M
i,

e A

June 1950

nothing . in advance of the
Group’s annual report, due to
be published soon. .

A senior executive at Cour
taulds said: *“We appreciate-
the textile industry is facing
severe problems, but we do not
consider ourselves- to be a
declining industry. :

“As far as we are concerned
all is not doom, gloom and
despondency. We are deter-
mined to keep textiles a viable
industry.

“To da this inevitablv means
contraction — closing some
nnprofitable mills. Tt is sicken-
ing when, after years of loyal
service and co-oneration from
our workers, we have to close
a mill down.

“Tn .all cases. we have kept
unnrofitable mills going as
long as possible. But inevit-
ably we have to call a halt to
safegnard other operations and
the group as a whole.

“Recent mill closures repre-
sent only a small percentage
of our overall operations. We
still have more than 300 plants
employing ~ about 100,000

pevple.

“We have to accept. that
developing: countries have tex-
tile industries and it would be
wrong to ban all imports from
these countries.

“But certainly action should
be taken in cases of unfair
competition.

“Cheap imports, high inter-
est rates and the rising value
of the pound are hitting the
industry hard. But they are
also hitting other izdustries
just as hard.

“In Rochdale we are invest-
ing heavily in new plant at the
Arrow Mill. This is a positive _
step which:- we are confident
will prove suecessful. _

“Opposite the Arrow, we
have our Northern Textile
Development Unit — a vitally
important part of our opera-
tions. 2

“So as far as we are con-
cerned it is not all doom and
gloom, although I appreciate
this is little comfort to those
workers who are being made
redundant, ' >

“If there was any way we
could have prevented these
redundancies we would have
done so. '

“As far as we are concerned,
the textile industry will not
‘die as some ‘pundits are fore-*
casting.”

Continued on next page
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55333
. + « that telephone

number rings a bell ! |
TELE-ADS

- WASTE
DISPOSAL

Phone ROCHDALE 48644
or 45447

RENT-A-SKIP
REGENT STREET -
‘ROCHDALE

A COMPUTER

WILL KEEP YOUR BUSINESS

IN FRONT
Simplify and speed up the work
of ACCOUNTS, STOCK CON-
TROL, WAGES, VAT INVOIC-
ING, STATISTICS, WORD
STORAGE

124 NEWPORT ST, BOLTON
Tel Bolton 26644

FOR | .=

b 22 2 o

Company Director

*

purposes

216 Yorlshire

(A member company

Commercial VYehicles and Fleet Risks .
Factories and Commercial Premises Cover

Public and Employers’ Liability

Pensions for the self-employed and the

_Free Surveys carried out for insurance

FOR FULL DETAILS OF THESE AND OTHE-R SéRV-I:CES

OFFERED BY RIB, EITHER TELEPHONE OR CALL
AT: . '
Street, Rochdale
- Telephone 31649 or 49033 or 48377 : ‘

of the British Insurance Brokers
Association ) '




OFFICE
FURNITURE

DESKS, FILING CABS, THAIRS,
- CUPBOARDS, LOCKERS
etc, etc
A big selection of new furniture
NEW OFFICE FURNITURE

AT TOP DISCOUNTS
Brand new double ped desks £69
Brand new single ped desks £49
Brand new 4-drawer filing

cabinets . .ianieesene £69

£56

Brand new 6ft steel cup-
boards %
Plenty of Used Bargains, Reects,
Damaged, etc
Ring or call and look around

DALE MILL, ROCH STREET

(off Albert Royds St), ROCHDALE
TEL 56097./3

--------------

i

WORK _ 2

GEOFF HEYWOOD

.

S

6l

"G &MCR

.
pn e e
(=] -

"LIFTING GEAR
MAINTENANCE

We OPEN UP our service when you SHUT DOWN
for the holidays

ALL LIFTING GEAR repaired and serviced
SITE TESTING and INSPECTIONS

We manufacture OT CRANES from
10 ton capacity — up to 55ft span

| WHITWORTH 2385

anchester~Covers
WILL COVER ANYTHING . '
Tarpaulins & Lorry Sheeis

- Market Stall Covers
Boaf Covers

- All types of work undertaken In Cotton, Flax Jute
' and Synthetic Materials

MANCHESTER COVERS

11 LODGE ST, MIDDLETON
MANCHESTER -

Tel: 061-653 9919

7 ‘ORTERN ‘FIRE' :

ALL TYPES OF FIRE
EXTINGUISHERS SUPPLIED
}7 , AND SERYICED

] ton to

We refurbish and modify existing cranes
New CHAIN BLOCKS supplied ==
Any make of HOIST supplied

ANE SERVICES

o

WHITFIELD MILL
FACIT, WHITWORTH
NEAR ROCHDALE

Telephone

Stainless steel tubes and rollers
‘manufactured for the paper and

and purposes

manufacture
 awide range of
mild steel and scainless
7 fabrications. All are products
&7 A of the technical skill and *'know
W7 ow" accumulated by our engirieers
7 L7 over the fast thirty years as a result
2 / of prolonged research and developments
; INQUIRIES INVITED

o)

2

Telophone: 061443 1961 & 2269

textile trades and all INDUSTRIES

0s&Co.Limited
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'BUSINESS AT

LITTLE JOB COMFORT —

TEXTILES WILL NOT DIE

- From previous page

‘ON WAY
TO RUIN

Mr David Cunliffe, chairman
of Carrington Viyella's Apparel
Division, warns that if infla-
tion continues to rise, interest
rates remain high and the
value of the pound continues
to rise, the textile industry —
and industry in general — will
be “on the way to ruin.”

He wants Britain to take a
tough line to curb unfair tex-
tile imports.

“We should go it alone and
take unilateral action. We
have been too soft and must
now take a tough stand,” he
said. '
Carrington Viyella would
have to take a careful look at
its operations if the economic
sitnation did not improve.
Ellenroad Mill Ltd- employs
275 people at Newhey. Mr J D
P Tanner, deputy chairman,
said the health of the company
depended on the health of its
weaver customers. :

They were not big exporters
of yvarn and had a fairly
healthy order book, although

the bone.
a recent 14 per cent pay award

to textile workers. :
“They fully deserve this. but

| we are going to find it difficult

to offset this by way of price
increases,” he said. -

Mr Tanner said weavers
were under intense pressure
and had to look for alternative
sources of supply.

He said: “Our main concern

weaving industry and how
long their suppliers can con-

| tinue before they are in the

same predicament.
“There is no doubt the

can do is to cut costs to ensure
we are as competitive as pos-
sible. ! '

“The crunch will come when
it comes to investing in new
technology. Cutting profit mar-
gins: now reduces reserves
available for new machinery
and buildings.

“What makes me nervous is
the possibility of reprisal
action if we restrict imports.”

He felt high interest rates
would not solve the counftry’s
economic problems.

“So many loan demands to
the banks are not for new
nroductive enterprises, but for
distress borrowing to keep a
company going.

“Tt will be a tough fight for
evervone in the mnext. 12
months. The Government must
decide now if it wants to retzin
a healthv textile industry.”

Mr Geoff Heywood, chair-
‘man of S A Heywood and Sons.
which emplovs 45 people at its
Passmonds Mill, said: “Part of
our success, compared with
larger firms, is that adminis-
trative costs are kept to a
minimum and account for less
than one per cent of turn-
over, :

“Our business is run ﬁy two
directors and a secretary — on
a turnover of about £500,000.

“We have been able to keep
price rises to a minimum and
so remain comvetitive, thanks
mainly to'a 25 per cent in-
crease in productivity. :

“There is no doubt the cloth
market is under intense pres-
sure. Even in the varn market
the situation is getting worse.
Tn the nast month we have
foomd trading conditions more
difficult. i

“But whereas major firms
have spent millions on re-
equinping and modernisation,
we have not. It takes manyv
years to recoup the cost of
modernising, particularly if
cash has to be borrowed at
hich interest rates. .
“Also, the directors have
taken verv little out of Hey-
.wood’s. The money has been
plonohed back in.

“This is now paying divi-
dends. considering the present
cost of borrowing.

“We have been helped tre-
mendously by the Small Firms
Advisory Unit of the Cotton
and Allied Textile Industry
Training Board. |

“We are going through the
worst and longest recession in
my 30 years’ experience. But
we have to have a grain of

optimism.”

selling prices had been cut to .

The company was faced with !

is the depressed state of the

| |short-term future of both is -
~textremely dangerous. All we

waits months, by which time

patches before and something
has usually turned up. Last
time it was the Government
Temporary Employment Sub-
sidy which saved us.

“As a major industry, a
great deal of our future will
depend on the terms re-
negotiated under the MFA.

- “The new MFA must include
a recession so that quotas can

‘NOT ONLY
IMPORTS
70 BLAME’

Mr William Fielding, senior
e}ﬁec%tive Iof Besco Baron,
which employs more than 300 yary a i £
people at Summer Street, feels _mfarslfd.aciqtrd%r;%sggm };%Iéleﬁ&a
cheap imports are not solely is based on a gfm'Wiﬁh factoniof
responsible for the declining six per cent when, in fact, the
textile industry. UK growth demand is nowhere.

He said: “Retailers and pear that figure
wholesalers are cutting back . T
on stocks as the public are
simply not buying. This is no
doubt due to the overall eco-
nomic depression.

“For the first time in our 30-
year history we are cutting
back on our workforce, not by
redundancies, but by natural
wastage.”

TEXTILE
DAY OF
ACTION

~ EDMUND GARTSIDE

Mr Edmund Gartside,
chairman and managing
director of Shiloh Spinners, has
for many years led a campaign
to protect the industry.

He has led a number of
national and international or- |
ganisations connected with the
textile industry and is cur-
rently vice-chairman of the
International Textile Manu-
facturers’ Federation.

He foresees more firms
going out of business, but feels
the industry will reach a stable
level. When it does, those firms
still left should reap the
benefits. .“ )

For this to happen, the
Government should act now on
a number of issues.

“From a strategic point of
view, we have reached the
stage where British manufac-
turers could not even supply
our armed forces in the event
of an emergency. ,

“T would welcome and sup-
port a half-day or full-day of
action by textile workers to
highlight the plight of the in-
dustry.” ;

The Prime Minister, he said,
should adopt a tough line on
cheap imports and insist on
stronger anti-dumping mea-
sures. _ “ehik

“The EEC should be able to
act quickly in cases of dump-
ing and unfair competition. It
does not. It drags its feet and

the damage is done,” he said.

“T do not know of any
zoning system operated by the
EEC but I have certainly heard
about a black list in operation.
where the goods of certain
member countries are being
blacked.

“I do not think the pound
should be devalued, even
though it is partly based on
our oil assets. OK, when its
value rises our  exports are
dearer, but by the same token
our cotton imports are cheaper
and on the whole I think tlese
two balance out.

“I think Mrs Thatcher
should have introduced a
wages policy rather than dras-
tically increased interest
rates.” : .

He said reducing interest
rates should be the Govern-
ment’s priority. The rate, I
believe, should be in the re-
gion of 12 per cent, with lower
rates for industry if possible.
~ “But I have to be optimistic.
We have gone through rough

“Total imports of yarn cloth
are between 15 and” 20 per
cent but last year America
reduced its textile imports by

about 15 per cent to protect

its industry. -
“I also feel import quotas

‘should be reviewed quarterly

or half-yearly, not annually as
at presemt. _ o
“To remain viable, textile
firms must diversify. If they do
not, given .the present
(:ﬁ:onlormihc situation, they will
: e'ﬂ

Continued on next page
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Krom previous page

Mr Fred Dunkerley, chair-
man of Standard Mill (Roch-
dale) Ltd, is possibly the most
emperieemced textile employer
in the town, having served on
many local, national and in-

ternational textile organisa-
tions, — .
He said: “The position in

the spinning and weaving sec-
tion of the industry is catas-
trophic. I cannot see many
mills surviving.

“I have been inveolved in
this industry for 50 years and
this is the worst recession 1
have seen, a recession which,
in my opinion, could have been
avoided.

“Fachh successive Governs
ment claims it has given pro-
tection to the industry through
the Multi-Fibre and Bilateral
Agreements. These agreements
are being exploited.

“In addition, the market is
being flooded by imports from
LW SOUrces.

“The Government could stop
the decline almost overnight, if
it had the will to do so, sunmply
by stopping imports for three
months and then reducing all
quotas by 10/15 per cent “and
inserting a recession ¢lause in
all agreements.

“This would harm no one,
but it would save thoubamds
of- jobs in Lancashire. The
argument here is that it
would cause retaliation, but T
for one do not believe that it
would,

“In any case, one has to de-
cide whether we have unem-
ployment on a huge scale just
to please importers, or whertlher

WORK _

&

Recession that could have

we take a slight risk of retalia-
tion.

“We have heard the argu-
ment that if importers were
controlled the public would
suffer. This is not so as the
cheap prices are not passed on
to the public.

“When one considers that
mark-ups of 100 to 150 per
cent are added to the impor-
ted, made-up fabrics, it brings
them almost to the same price
as home-produced goods.

“In the case of ‘dumping’ of
yarns and fabrics the Govern-
ment says, ‘prove it,” whereas
our competitors abroad de-
mand that we prove we are
not ‘dumping.’

“The upshot of this is that
it takes a year to prove a
dumping case in this country,
while in some countries to
which we export, such as
America and Canada, it takes
only a few days for them to
stop our imports.

“Every attempt to gain ac-
cess to foreign markets where
tariffs are high brealks down.

The result is that we are faced .

with high tariffs and our com-
petitors have almost free entry
of goods into the UK.

“Why are those that are left
on short-time? To stop a mill
of average size could cost up
to. £10,000 per week Is it any
wonder mills go out of busi-
ness when faced with massive
losses while the Government
stands idly by and does n:s%a-
ing.

“The question 1s, can our
Government do anything? Or
are we so emmeshed in
the Common Market that we
can no longer decide what
happens to our unemployed.

“If we have to reply on the
European Commission, God
help us, because it took them
a year to decide to take mini-
mal action on the question of
imported polyester yarns.

“As chairman of a company
which has provided 300-400
jobs in this town for nearly
oG years and which has a re-
putation for -nstarllwnsg the
latest equipment, it grieves me

| greatly to have to ta*]k in this
{way, but the facts are there

fm eéveryone to see.”’

W arnmgs n
deaf ears

ARNOLD BELFIELD

Mr Arnold Belfield, Roch-
dale secretary of the Nalmonal
Union of Textile and Allied
Workers, warns that the day of
reckeoning has now arrived.

He said: “Mill after mill is
closing and the Government
had ample time to take firm
measures to prevent the thou-
sands of redundancies over the
past 12 months. We warned
time and again what would
Lappen but our warnings fell
on deaf ears.

“It would appear the Gov-
ernment is prepared to sit back
and watch the industry die.

“If it is not, why has it not
acted before now? Delegation
after delegation has met top
civil servamts and ministers
appealing for action to stop
the fiood of cheap imports.

“The time has now come
when the workers themselves
are determined to take steps
which will make the Govern-
ment sit up and take notice.

“The time for words is over.
Strong action is now needed as
all possible avenues of nego-
tiation and discussion have
been exhausted.

“I have absolutely no doubt
that my members would fully
support a massive one-day
campaign to protect their jobs.
We are traditionally a
moderate union but tempers
are reaching boiling point. We
will no longer sit back and
watch thousands of our mem-
bers thrown out of work.

“If the EEC will not take
action to curb unfair imports,
and our Government continues

ling

been

tfaking a soft line, the textile
industry in Rodhdale will vir-
tually disappear within two
years. .

“Has our Government gone
soft? Other EEC countries
have taken unilateral action
when one of their industries
is threatened by imports and
have adopted the attitude ‘to
hell with the EEC, we are pro-
tecdting the jobs of our wor-
kers.” This is what Britain
must do,

“Our Government appears
to have lost the power to
govern. This power has been
handed to the EEC. In the old
days we would have talen im-
mediate action and imposed
heavy import duties to protect
our industry.

“Make no mistake, we will
soon reach the stage where our
workers will react with action
— and strong action,

“As more and more become
unemployed and job prospects
worsen, the situation will ex-
plode. We have already seen
Rochdale textile workers in
angry mood when they were
laid off because drivers re-
fused to handle cotton held up
at the docks.

“Now their jobs are per-
manently threatened and anger
is slowly turning to fury. The
warning signs are there and
the Government must heed
them.

} L ]
Persuasion,
and if that
fails

Mr Jack Brown, Rochdale
based general secretary of the
Amalgamated Textile Wor-
kers Unmn the UK's biggest

textile union, said future action

by more than 500,000 textile
worlkens t be ll].e.ld out.

He said: “If is tmﬂeman-
dable that our members — not
knowing from one day to the
next how long their mill will
remain in business — are cal-
for more to be done,

“Whatever we can do will be
done because when persuasion
fails protest must take over.
But this protest can no more
highlight the crisis in the in-
dustry than the representations
made so far.

“A mass protest has to be
made bug it has to be of such
a significant nature that it 1s
newswowhv and has es neces-
sary impact.

“My central executive coun-
cil at a special meeting called
to consider the plight of our
members, decided not to call
our members for a day of pro-
test — at least not yet.

“There was a belief that to
take such action would at least
make the Government stop and
contemplate the destruction of
the textile industry. It would
also, I hope, make consumers
re-examine their buying habits
and persuade them to buy Bri-
tish textiles.

“However, for the time be-

avolded

ing, a day of action is ruled
out.

The executive council will
invite senior management re-
presentatives within the Lan-
cashire section of the mdwsntry
to meet them “as union offi-
cials” as a forerunner to a
joint representation to the
Government

Mr Brown said: “This is
something that has not been
done before except through
official organisations. We be-
lieve if we can enrol the sup-
port of semior management in
their roles as individuals we
may, even at this late stage,
secure positive action.

“I have wused the word
‘crisis.” The present state of
the industry is so serious that
it calls for an agenda for sur-
vival to be accepted by the
Government and the EEC.

Mills are closing at the rate
of more than one a week —
and this has been going on for
several months. Unless the
Government reverses its
economic policies many more
jobs will be lost.

“There must be an im-
mediate reduction in imports
even though this would mean
reneging on our inter-
national commitments for ex-
ample the MFA which in prac-
tice has been shown to have
been too generous. It provides
for an annual six per cent in-
crease in imports yet domestic
consumption has been going
up by only two per cent. This
means importers have a guar-
teed market, a guarantee our
own producers do not have,

“There would be nothing
dishonest in taking this action
after all political parties and
Governments change policies
as circumstances cdhange. Un-
less measures of the kind I
have referred to are taken
urgently, then within 12
months much of what is left of
the Lancashire spinning and
weaving mdusrtry will disap- |
pear. In s Ssector alome
300,000 jobs have been. lost

over the past 30 years.’

Mr Brown also makes an
alarming prediction which, if
proved correct, means hun-
dreds of Rochdale textile wor-
kers are to lose their jobs.

He said: “At present 22,000
are employed in weaving and
17,000 in spinming in the Lan-
Cc:ISh'].le area. Unless actiomn is
taken by this time next year
the weaving industry will em-
ploy about 15,000 and the
spinning sector 10,000 — in
other words a further 14,000
North West textile jobs will
disappear.”

Mr Brown added: “The sum
total of all our activities in
terms of benefits has been vir-
tually nil. I doubt very much
if they have prevented a single
mill from closing.”

Mr Brown supports a two-
tier interest rate system G He
would like the big banks to
give industry loans at about
six per cent interest with the
Government paying the banks
the difference between the six
per cent and the current Mini-
mum Lending Rate.
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10 DOWNING STREET

From the Private Secretary 4 June 1980

I am writing to confirm that the Prime Minister will be
meeting with a deputation from the textile industry at 12 noon
on Monday 9 June. The meeting will take place at 10 Downing
Street and those attending will be as follows:

Secretary of State for Industry
Secretary of State for Trade
Mr. Cyril Smith, MP

Mr. Jack Straw, MP

Mr. Nicholas Winterton, MP

Mr. Bob Lloyd-Jones, Director-General of the
British Textile Employers Assocation

Mr. J. E. Longworth, British Textile Employers
Association

Mr. Jack Brown, Amalgamated Union of Textile
Workers

Mr. Ian MacArthur, Director, British Textile
Confederation

I would be grateful if your Department could submit a brief,
X in consultation with the Department of Trade, to reach this office
by 1800 on Friday 6 June.

I am sending a copy of this letter to Nicholas McInnes
(Department of Trade).

CAROLINE STEPHENS

Mrs. Catherine Bell,
Department of Industry.




THE PRIME MINISTER 3 June 1980

/BU-« Q L(;j.t . Gom‘

Thank you for your letter of 15 April enclosing a
memorandum in which you spell out the problems facing the
textiles and clothing industry and the measures you think
necessary to resolve them. I assure you that we have given
your detailed proposals the fullest possible consideration,
and fully appreciate the serious difficulties facing the

industry, and the cotton and allied sector in particular.

I am impressed by the underlying efficiency and product-
ivity of the industry, and its record of investment. The
Government would certainly not wish to suggest that greater
application by the industry would alone be sufficient to surmount
the current difficulties. There is no disposition either on the
part of the Government to underestimate the importance of a strong
textile and clothing industry - including cotton and allied
textiles - to the €economy. We are determined to do all we can,

within the framework of our international obligations and our

broad economic objectives, to help the industry in the difficulties

which it faces.

You identify two basic problems: the import of foreign and
especially low-cost competition, and the effect of domestic

economic policies.

On imports, we are bound by EEC arrangements for textiles
trade under the Multi-Fibre Arrangement and associated procedures,
and by the general provisions of the General Agreement on Trade

and Tariffs to which, through the EEC, we are a party. We

/cannot disregard
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- 'nnot disregard these obligations, nor can we, as a major export-

ing country, fail to take account of the possibility of retaliatory

action if we did so.

It would be misleading if I did not make clear that against
this background there is no prospect of cutting back the volume
of imports of textiles and clothing on the lines you suggest. It
is just not practicable to renegotiate the present MFA and the
associated restraint measures in this way. But while I recognise
that the existing package of restraints on imports from low cost
sources is not as restrictive as the industry would like, the
fact remains that there are over 400 quotas under agreements
with more than 30 countries and the provisions of these agreements

are continually being invoked to secure new quotas,

However, I must emphasise that the Government understands
your concern. We shall continue to make every effort within the
EEC to make sure that the existing arrangements under the MFA are
implemented as effectively and as swiftly as possible, and that

where there are weaknesses these are remedied.

We do press for vigorous action where fraud in relation to
origin is established, or dumping or other unfair trading practices
are found to be taking place. And we have made it clear that we
shall seek a continuation of effective restraints when the MFA

comes up for renmegotiation at the end of next year.

As far as domestic economic measures are concerned, I appreciate
that inflation, high interest rates, the strength of sterling and

the cost of energy are bearing hard on many firms in textiles as

in other industries. But as you recognise, we are determined to
bring inflation under control and to create the right basis for

an efficient and competitive economy. I know this will take time,
but it would be wrong to jeopardise this overriding objective with
measures which would erode the effectiveness of our general economic
policies. Special fiscal relief for textiles firms, for example,
would inevitably mean an increase in taxation or inm public borrowing,
which could only make the task of bringing public expenditure and

inflation under control more difficult. It is in the longer term

/interests of




interests of the textiles industry, as for industry generally,
that we should not be deflected on this front,

A note on the other matters raised in your memorandum is
attached. On the question of the need for origin marking, so
that the public has the fullest opportunity of Ybuying British",
you will no doubt be responding to the invitation you have
recently received from the Minister of State for Consumer Affairs

seeking your views on this subject.

In conclusion, I can only repeat that we shall continue to
do all we can to help the textiles industry within the con-
Straints I have mentioned, and we shall continue to press the
industry's interests as vigorously as possible in the Community.
I do not think that a working party on the lines you propose
would help but I know that Ministers from the Departments of
Trade and Industry are prepared to meet you at any time to

explain the Government's policy in greater detail.

w7

R. Lloyd-Jones, Esq.




1. Special fiscal relief for textiles firms

In his Budget speech, the Chancelior of the Exchequer explained
that a reduction of taxation on industry could only be achieved
at the expense of higher personal taxation or higher borrowing,
which would increase interest rates still further. Instead he
has given priority to the task of reducing the public sector
borrowing requirement, which will in time act upon interest rates
and be of more service to industry than subsidies which disto:t
competition. Nevertheless, the Chancellor did announce a change
in stock relief arrangements and textiles firms should be in a

position to benefit from this, as well as the continuing tax

incentives for investment.

2. A change in anti-dumping procedures

A change in anti-dumping procedures is not feasible since these
are established by international treaty and Community legislatiOnl
However, the onus of proof does not strictly rest with the home
industry, but with the investigating authorities who must draw
information from all sources. The home industry is required only
to supply reasonable evidence to support allegations that dumping

is taking place and causing or threatening material injury.

It is true that certain countries, particularly the USA and
Canada, do require exporters to declare the domestic price of
imported gobds. They make this requirement because, due to their
particular valuation system, they establish ordinary import
duties on the basis of the domestic value of the goods concerned.
But this requirement is unrelated to anti-dumping action and it
does not reverse the burden of proof. In the event of an anti-
dumping investigation, independent enquiries into exporters'

domestic prices still have to be made.

3. Pricing policies of public utilities

Pricing policy is essentially a matter for the commercial judgement
of the corporations concerned. Any sensible pricing policy must
reflect costs and market conditions, including in the case of gas

and electricity the need to safeguard finite resources of energy,

/which are




which are of course likely to become more expensive in real
terms. Our North Sea supplies do not insulate us from the

wider prevailing forces. But vigorous competition is essential.
This normally does far more to contain prices than government
interference, and the recently passed Competition Act will
enable the Director General of Fair Trading and the Monopolies
and Mergers Commission to investigate practices which limit com-
petition in both the public and private sectors. Under the
terms of the Act, the possible abuse of a monopoly position can

be referred to the Monopolies Commission for investigation.

4, Public purchasing of textiles

The UK is under a Community obligation to advertise certain
public contracts for tender. But within these limits central
Government purchasers of textiles and clothing are normally
made from UK sources. The same obligation applies equally
throughout the EEC and we shall pursue any case in which it can
be demonstrated that a British company has suffered because

other Member States have failed to observe it.
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THE PRIME MINISTER 2 June 1980

Dear Mr. Smith,

Thank you for your letter of 22 May about vour request
that I should meet a deputation to discuss the problems of
the textile industry in the North West. In view of the further
representations which you and Nicholas Winterton have made to
me, anc¢ the exchanges which you and others have already had
with the Secretary of Statce for Industry and the Secretary of
State for Trade, I would be prepared to meet a delegation to
discuss the difficult prcblems now facing the textile industry.
My office will be in touch with you and the others concerned

to marxe the necessary arrangements.

I am copying this letter to Nicholas VWinterton and Jack

Straw.

Yours sincerely,

MT

Cyril Smith, Esqg., M.B.E., M.P,
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ASSOCIATION ROYAL EXCHANGE,

(Cotton, Man-Made and Allied Fibres) MANCHESTER M2 7ED

Cyril Smith Esq MBE MP
House of Commons
LONDON SW1A O0OAA

'\L‘/’
John Longworth has just alerted me to a discussion you had with
him and we both feel most strongly that, after several discussions with the
Department of Industry and various Ministers, only a meeting with the Prime
Minister herself will provide the sort of discussion and benefits that we
require at this time. In order to demonstrate our strength of feeling on

this we have both signed this letter to you and agree that you may make

whatever use of it that you wish.

I am certainly anxious personally to be involved in any

deputation but clearly we must not waste further time when the situation is

as grave as it is.

We look forward to hearing from you and wish you every success on

our behalf.

Yours sincerely,

ooooooooooooooooooooooo

J. E. Longworth

Director General: R. Lloyd-Jones
Director (Administration and Finance) and Secretary: J. Platt, M.B.E.
Director (Industrial): J. Gill  Director (Commercial): S. Rothwell Director (Statistics): D. C. Shaw

Telephone: 061-834 7871 (5 lines) Telegrams: Employer, Manchester Telex: 666737




10 DOWNING STREET

From the Private Secretary 29 May 1980

As I told you on the telephone today,
the Prime Minister has now agreed to meet a
delegation representing the textile industry
in the Nerth West and led by Nicholas Winterton,
Cyril Smith and Jack Straw. I attach copies
of some further letters the Prime Minister
has received from Nicholas Winterton and
Cyril Smith.

As I told you and Hugh Bartlett, the Prime

Minister weculd like your Secretary of State

anc¢ the Secretary of State for Trade to be

present at the meeting. We will be in touch

with you to find a date. When we have that

qate Wi send you a formal request for
cofficials concerned might
advance notice so that they
preparations.

I am sending a copy of this letter and
enclosures to Hugh Bartlett (Department of
Trade).

N. J. SANDERS

Mrs. Catherine Beli;
Department of Industry.
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ROCHDALE OBSERVER

ABC WEDNESDAY 28 MAY 1980
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Battle weary

WHEN is a “last resort” a No 1 pricrity? The question
went through the minds of three MPs a fortnight ago
when they asked the Prime Minister to meet a depu-
tation from the Lancashire textile industry.

Mrs Thatcher’s willingness to meet a deputation
personally was expressed in the House of Commons
as a response to a question by Rochdale’s MP, Cyril

Smith.

Her words *. . . i the last resort T am always willing
to receive deputations representing industries as im-
portant as textiles” was seized on by Mr Smith and
interpreted as a promise.

Mr Smith, in collaboration with Tory MP Nicholas
Winterton and Labour’s Jack Straw, immediately
wrote to Mrs Thatcher saying the “last resort” stage
had been reached and asked for a meeting.

Mrs Thatcher has not yet met a deputation. Of
course these things take time to arrange. But a fort-
night is a long time in the life of the Lancashire textile
industry these days.

Mrs Thatcher had been told that three mills had
shut down in Rochdale in the last 10 days. That was
before the announcement this weekend that John
Bright's Moss Mill and Healey Mill would close —
bringing the total of textile mill closures in Rochdale
this year to seven.

Will more mills close before Mrs Thatcher fulfils
her promise to meet local textile leaders? Or — the
more important question — will more mills close
before she acts to halt the textile decline? Textile
unions, managements and workforces are battle weary.
We hope they are not all ready to surrender.

——




10 DOWNING STREET

From the Private Secretary 28 May 1980

I am writing on the Prime Minister's
behalf to thank you for your letter of
22 May about the textile industry. TSEw il
place your letter before the Prime Minister
and you will be sent a reply as soon as
possible.

Cyril Smith, Esq., M.B.E., M.P.




10 DOWNING STREET

PRIME MINISTER

You have already seen
Cyril Smith's private
letter to you about the
textile industry's wish to
send a delegation to see
you. Here 1s his more
formal response to your
letter turning him down.

/1

e

28 May 1980




PRIME MINISTER

wqu. Nat}in\-', My
g !
Here are two personal letters from Cyril Smith and

Nicholas Winterton asking you to reconsider your decision
about meeting their delegation on the problems of the

textile industry. I have also attached the earlier corres- '

S i

pondence.

What would you like to do? You know from the discussion
in E last week that there is little that such a meeting could
do to prevent further closures of mills in the North West
and elsewhere. Do you want to reply by repeating your
earlier advice that they should see Keith Joseph and John
Nott first; or do you want to chair a meeting, at which
Keith Joseph and John Nott would presumably be present, to

hear about the industry's problems yourself?
I should draw your attention to the separate correspondence
we have had from the Northern Group of Labour MPs, also asking

you to see their delegation.

We are going to get a large number of requests of this

sort over the next few months, and I doubt that you will be
R e e B e e W e W izt e T

able to see them all personally.
m

27 May 1980




27 May 1980

I am writing on the Prime Minister's
behalf to thank you for your letter of
23 May about the textile industry. I will,
of course, place your letter before the

Prime Minister at once.

Nicholas Winterton, Esq., MP.




27 May 1980

I am writing on the Prime Minister's
behalf to thank you for your letter of
24 May about the textile industry. I will,
of course, place your letter before the
Prime Minister at once.

Cyril Smith, Esq., MBE, MP.
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NICHOLAS R. WINTERTON, M.P. C'c/
(Macclesfield) -

23rd May 1980 NRW /cmh

Rt. Hon. Mrs Margaret Thatcher MP
10 Downing Street
LONDON SW1

\& ( \'(&aﬂ\*ﬁ/‘:

[ am very disappointed to learn from the letter which you
have sent to Cyril Smith MP dated 21st May, that you
would appear unwilling to meet a deputation from the
textil e industry at this time and you have suggested that
the industry should make approaches to John Nott and
Keith Joseph initially. ;
[ am sure that you must be aware that the industry, both
direct and through Members of Parliament concerned, has
made strong representations both to the Secretary of State
for Trade and the Secretary of State for Industry, to date
without any significant and constructive response. Like
Cyril Smith, I am very disappointed at the answer you have
given in your letter. The textile industry at this time is
facing serious problems. Mills are closing each week,
hundreds of redundancies are occurring each week, and if
the present trend continues for very much longer the
industry, which is one of the largest in our country, will
become no more than a rump and its future viability will be
in doubt.

[ therefore appeal to you, as Mr Cyril Smith has done, to
reconsider your reply as the industry, both employers and
workers, would get a tremendous boost if they knew you

were receiving a deputation and giving personal consideration
to the plight of an industry which has a history of high
investment, rationalisation and good industrial relations as
well as a fine record of productivity and export achievement.
Purist views of our economy and market trading must not be
allowed to undermine the industrigd base of this country and
particularly of an industry whic our country well.

o
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FROM :  CYRIL SMITH, MBE.,MP ﬁ/ X

HOUSE OF COMMONS
LONDON SWIA OAA

May 22,1980

The Rt Hon Mrs Margaret Thatcher, MP
The Prime Minister

10 Downing Street

LONDON SW1

Dear Prime Minister,

Thank you for your letter of May 21, in response
to one from Nicholas Winterton, Jack Straw and
myself.

I confess I am very disappointed. The Textile Industry
is in a very bad way - another 70 redundancies this
veek in Rochdale - and I really cannot over-emphasise
the problem. I am certain it would be a tremendous
help if you, personally, agreed to meet a deputation,
and I appeal to you to reconsider your reply. We

vant to see YOU!

Psychologically, it would be a tremendous boost to the
morale of textile workers if they knew that you wvere
receiving a deputation - and I can tell you that that
is the view of many M.Ps on your own side of the House.

PLEASE think again, and agree to see us.

ours sificerely,




P3G

10 DOWNING STREET ok

THE PRIME MINISTER | 21 May 1980

Dear Mr. Smith,

Thank you for your letter of 13 May., which was also signed
by Jack Straw and Nicholas Winterton.

What I said in the House was that I hope that any such
deputation would go, in the first place, either to the Secretary
of State for Industry or the Secretary of State for Trade. I do
not under-estimate the difficulties which the textile industry is
now facing, bput I think it would be best tor you to make your
approach to John Nott or Keith Joseph.initially. I am sure that

they would both be happy to meet you and ycur delegation.

I am copying this letter to Jack Straw and Nicholas Winterton.

Yours sincerely

MT

Cyril Smith, Esq., M.B.E., M.P.

jfh
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Problems of the Textile and Clothing Industries aAaat w,/‘3 IW‘_M
(E(80) 41 and 43) lr,> Dol sttt
BACKGROUND L

You asked the Secretaries of State for Industry and for Trade to put a
joint paper to E on the problems and prospects of the textile and clothing
industries, the measures that are currently being taken to assist them, and any

pp— v

further measures that might be introduced. The paper by the Secretary of State

for Trade on Britain's international trade policies, E(80) 43, has been put on the

agenda as relevant to this item because it makes some particular references to
eI

the textile industry. But discussion of its main theme - the need to preserve the
e

open trading system - is for a later meeting when it can be taken alongside a

promised paper on non-tariff barriers to trade.
2k The problem is simply stated. Employmentin textiles and clothing has
fallen from 926,000 in 1974 to 760,000 now. This contraction is accelerating.

[ T TS RN SRy m

The industry is regionally concentrated in the North West, and is also important
D

in Northern Ireland. There is an increasingly negative trade balance.
R T

5. Our industry is highly protected, as are its competitors. Nevertheless
EEEpesE ST e IR S M S i g
it cannot compete with the low labour costs of the developing countries and is
also losing markets to other developed countries. It complains of general

R T e i B § Ty T = e e S A A e T,

difficulties - interest rates, the exchange rate and VAT, Butits main

complaints are directed against the inadequacy of controls over imports and
against "unfair'' trading.

4, The main protection for the industry against low-cost imports from
developing countries is provided by the Multi Fibre Arrangement (MFA) and
associated restraint measures. The industry criticises these measures as
inadequate and ineffective because of cheating by others. However, the MFA

e o A WA o P v
agreements run to the end of 1982 and it is judged impracticable to renegotiate
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them before then, Moreover the MFA is negotiated by the Commission on behalf

of the Community as a whole, and there is no prospect of general agreement to any
changes yet.

), The Secretaries of State differ on the tactics for stating the Government's
policy now to the successor to the MFA - see paragraph 14 of E(80) 41. The
Secretary of State for Trade argues thatitis bad negotiating tactics to commit
ourselves to any detailed position now. The Secretary of State for Industry feels

it might improve confidence if the Government could state firmly that its aim would

[ ===

be to ensure that the next MFA would link access more closelyTo actual market

conditions (i.e. allow for changes duringperiodsof recession).

6. Any changes in the arrangements with developed countries are also
constrained by GATT and Community obligations. Seventy per cent of our imports
from developed countries come from EEC countries and any unilateral restrictions

PSS DT “
would be illegal., Paragraph 9 notes that the Italians are believed to be giving

secret subsidies to textiles, and that the United States synthetic textile industry is
T e T

benefiting from cheap feed stocks as a result of energy price controls, In his
e B e e s e
wider paper, E(80) 43, the Secretary of State for Trade concludes that the controls

on imports work better than the industry claims. He also implies that the root

cause of the industry's problem is its own inefficiency.
s —
it For the rest the paper notes (paragraph 15) other measures under

consideration, notably the possibility of compulsory origin labelling to encourage

e e
customers to buy British, and greater efforts by Customs and Excise in enforce-
e =

ment of origin rules. But action here would require more staff. Various

financial measures are discussed in paragraphs 16 and 17 but no new proposals are

made.
HANDLING
8. You might open the meeting by explaining - if you agree - that general

discussion of the Secretary of State for Trade's paper on international trade

policies should be deferred until after Whitsun when it can be taken with the papers
SR —

on non-tariff barriers. You might then ask the Secretary of State for Industry to

introduce the paper, and the Secretary of State for Trade to follow him. The
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Foreign and Commonwealth Secretary will wish to comment on the international

implications and the Chancellor of the Exchequer on the financial. The Secretary

of State for Northern Ireland has been invited to attend or be represented and will

want to comment on the Northern Ireland aspects. Mr. Ibbs would like to comment

on the problem of subsidies to the United States synthetic textile industry.
W
9%k In discussion you will wish to cover the following questions:

(i) What should be our line on the renegotiations of the Multi Fibre
Agreement? |

You might first establish that no-one disagrees with the proposition that
there can be no substantial changes in the MFA until new agreements are
introduced after 1982, Subject to this the Committee will wish to come to
a view on whether the Government should declare its negotiating objecti{fes
now - as the Secretary of State for Industry proposes - or not - as the
Secretary of State for Trade recommends.

(ii) Can any more be done to clamp down now on unfair trading?

In the absence of other immediate measures this seems the main
possibility. Departments are already doing what they can to prompt the
Commission to enforce existing restraints rigorously. Itis unsatisfactory
that they have sm challenging the Italians on their
covert textile subsidies. The paper does not discuss in any detail why

more cannot be done to counter the Americans' subsidies to their

synthetic textile industry. Mr. Ibbs will be able to comment from

experience.

(iii) What other measures can be taken?

The Chancellor of the Exchequer might wish to comment on the suggestion

that Customs and Excise should be strengthened to devote more effort to
the enforcement of origin rules and so help check fraudulent trading. The
obvious difficulty here is that it conflicts with the objective of staif
reductions.

CONCIUSIONS

10. In the light of the Committee's discussion you will wish to record

conclusions:

=3
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(i) Settling the question of whether the Government should make known now its
objectives for renegotiation in 1982 of the present Multi Fibre Agreement.
(ii) If possible, giving guidance on the acceptability of an extra effort, and

extra staff, by Customs and Excise in enforcing existing agreements.

ROBERT ARMSTRONG

2lst May, 1980

CONFIDENTIAL
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Fromthe Secretary of State O~ TE& NLEX
Tim Lankg¢ster Esq P
10 DownIng Street
Whitehall
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TEXTILES B

My Secretary of State has suggested that in connection with ’ﬂL
the discussion on textiles at E tomorrow the Prime Minister

and other members of the Committee may wish to be aware that

this Department and the Department of Industry are currently
working on a "factsheet" on textiles. This will be published

as part of the campaign to reassure the industry that the
Government appreciates its importance and the problems 1t

faces but also to broaden the awareness of the action the
Government is already taking.

ofae; I attach a copy of the latest draft.

I am copying this letter to the Private Secretaries to other
members of E Committee and to David Wright (Cabinet Office).

N

aftater

S HAMPSON
Private Secretary
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THE GOVERNMENT AND THE TEXTILE INDUSTRY

KEY FACTS AND ISSUES

The textile and clothlng industries make up Britain's second 1argest manufacturlng
 sector. Together they employ around 750,000 and are con81stently successful

exporters accounting for five per cent of our overseas sales. Yet their future *

is the subject of widespread concern.

-
-

Much of this concern is,reﬁated to the competition faced by the industries from
imports. This booklet sets out to assess the extent of the textile import problem

and to sketch out the role the Government plays in providing a substantial measure of
protection.

Since the VWar, the two industries have been constantly adapting to new technologies,

fibres and fashions. At the same time they have had to cope with the assault by

producers in low-cost countries on many traditional domestic markets.
M

As 1in other major ndustrlal countries these changes have led to a substantial

reduction in textlle and clothing jobs - more than a million since 1950. Recently,

the situation has been made more difficult by a strong pound and by a high rate

e = e \

of domestic inflation. ; fp s TR
— : : _ :

The Government sees its central role as gettlng the economic climate right for

industry to flourish. The challenge of change is something only industry 1tself

can meet.

- As a crucially important and succeéffﬁl sector of our economy, and as a sector with
e —— e —

special problems, however, textiles and clothing have long commanded special
“—

(1_____‘ consideration which is unique in Britisn manufacturing industry. Because of the

m

continuing threat from low-cost imports, the two industries have been given an
e e s gt eSS AT
unprecedented degree of protection - nrotection not to stop imports but to

control their growth.

\

These restraints on low-cost competition are at the heart of the discussion. Are

a
they too generous? Are they observed? Do they leak? Are they being added to

quickly enough?
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One In total, there are formal control® “or restraints on 41 low-cost producing

countries. These include 27 bilateral agreements, running till the

RIS T BRI LSS eamES, T

end of 1982, negotiated under the Multifibre Arrangement (MFA). In

STy

1979, this meant that 83% of low-cost imports to the UK came in under

i
quota or restraint arrangements. Taking account of further potential

controls under the MFA - through the '"basket extractor' provisions - the

AT

coverage extghds to over 9% of low-cost imports. In fact, it is

normally possible to contain sudden surges of low-cost imports across

virtually the whole field.

Two In 1977 "global ceilings' were sct in the European Community covering
imports in eight textile and clothing product areas regarded as extremely

H—_'\
sensitive to the domestic industriese. There has been concern that those

ceilings have been breached-.
EE‘urther negotiations 51nag119?7 or instance, with the Mediterranean

producers and China - have(led to new quotas and restrﬂﬁﬁﬁﬂkﬁyels which,

in total, have overshot the ceilings. The overshoots are/small; betweep
.ﬁ - U ) ik 5 - = e x
11 and 5.7%._ However, actual imports, for sale in the UK, have not been

breaching the ceilings because there is almost always some wastage of quotas.

: Y =

Three It is sometimes pointed out that quotas for new products and sources, set

under the MFAs 'basket extractor' procedure, are much higher than the

e m————y

trigger levels wh}Fh set off the procedure. - St
— owever

The trigger levely simply indicate the point at which negotiations can

begin but are not meant to indicate a level of guota. The Government

will continue to put cases of this type to the European Commission and
- will press for speedier action whenever possible.

Four There has been criticism of the time taken, after 1977, to secure
arrangements with the Mediterranean producers and other countries not
coveredfby the MFA. These negotiations were complicated by the special
trade relationships which these countries enjoy with the Community and
which do not allow for the tight quota agreements reached with MFA
countries. However, restrairt arrangements with the Mediterranean

producers are now with the exception of Turkey, in place. The

Government intends to see that these arrangements are continued and

will invoke their safeguard provisions where justified.

et
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Six

Seven

Eight

Nine

Surges of impofts from countries acceeding to the Community are feared.

S

At present'there are restraint arrangements with Greece, Spain and

Portugal. There is a safeguard provision for five years after Greek

accession at the end of this year and similar provisions will be

jncluded in the Treaties with Spain and Portugal. In addition, the

Government is aeeklng, through the Community, provision for a phased

movement to open traue in textlles and clothlng with these countrles

after their accession.

There is anxietj that quotas or restraints are evaded by false
B s i e e ]

declarations of origin. The Government is concerned about *hese. -

allegations a F has already approached a number of suppiying countries

where abuses have been clalmed._ Heasures to combat.fraud in the
Iextlle sector are. belno con51dered on a Gommnnlty wide ba51s anthhe
UK w111 play.g full part in seeklng an intensification of’preventatlve

efforts. L) e e

It is sometimes claimed that the free movement of goods within the
Community (free circulationy ledds to large-scale quota evasion.
H_—m—u—

There is no real evidence of this but the Government does act

to control free circulation imports, where apnroprlate, under Artlcle 115

of the Treaty of Rome. However, the Government has expressed its

concern about a new Commission decision on free circulation which

may reduce our ability to monitor and seek new restraints on free

girciia aenjsetcs: G

Outward processed goods - for example, British cloth send abroad for

making up and re-importation into the UK - 2eunt against British guota

or restraint levels. Other European Community states have different

arrangements which can mean more imports entering their countries
o :
under additional quotas for outward processed garments.

There are no general controls on imports from other Community states
and other advanced industrial countries from which come 5% by value
of our textile and clothing imports and, excluding fibres and filament

yarns, about 50% by weight. However, disruptive and unfair competition

from countries outside the Community can be checked. For instance, the
Government, this year, acted through the Community to control damaging
surges in imports of some man-made fibre yarns from the USA. Action 1s

often taken against 'dumped' products, including textiles. The




e

-
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Department of Trade maintains an anti-dumping unit to help and ad‘l'ﬁ
firms preparing cases to be put to the Europeam Commission. Within

the Community, the competition and state aid rules of the Treaty of Rome

apply to ensure fair trade.

Ten The textile and clothing manufacturers often complain that advanced
f ‘developing countries (though not Hong Kong) impose very high tariffs
g : . and severe import controls against our exports. The Government also
‘believes that these tariffs and controls must begin to come down.

- It exerts pressure both directly and through the Community, which takes

the same view, and will continue to press for better opportunities for

exporters. | e | sepa uems

-t

-

. The Government is now beglnning to consider the future of the MFA which expires

| ~ at the end of 1981. The |British Textile Confederation and other trade bodies
; have published proposals for a successor arrangement. The Government will not
reach decisions on negotiating detail yet though it is clear that there must be

: a new MFA.

! In the meantime, the Government is concerned that the policies which underlie the
present controls are not fully understood and that misapprehension may itself be
undermining confidence in the teztile and clothing industries. This booklet

is a response to many requests to put the record straight. "

. - - i

4 -
T -

I : % Rl SN ' -
It attempts to describe what is being done. It recogrses> the problems and

~ shortcomings of the controli but also demonstrates that, overall, their effects

have been of considerable benefit to the industries concerned. -

p————
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ONE - THE BACKGROUND =

The textile and clothing industries today account for about two per cent of

our gross domestic product, five per cent of our exports and 10 per cent of

< -
-

employment in manufacturing industry.

}4 e £
"f&éﬁ. are two highly diversified industries with many branches - man-made fibre
production, spinning and weaving, knitting, carpet manufacture, dyeing, printing
and the making up of clothing and other products. .. ;Companies range from the
massive multinational groups down to the tiny clothing firms employing only a
handful of workers. Thus the many problems faced by the industry are seldom,

PN TIATE s

if ever, common to all its components.
The: 1ndustry has lost more than a million Jobs since 1950. In 1979 alone, the
Department ‘of Employment was notified of 170 closures - and closures have
continued into 1980. But, while manpower has fallen, so productivity in the
industry which remains has improved significantly over the years,; through
technological changes and good industrial relations.

As well as“the rapid growth in man-made fibre production, the last thirty years have
seen the introduction of many new techniques to spinning, weaving and knitting

as well as the development of non-woven fabrics. Much of the industry is now

hlghly automated.
All of thls has been brought about through a high level of 1nvestment Capital

spending in the textile industry in the years 1973 to 1977 totalled nearly
£1000 million while that in clothing reached £170 million.

While technological change has led to increasz4d productivity and labour
shake-outs, fashion changes have also had their eficct. The industry has had
to keep up with frequent and often unpredictable changes in the high volume

fashion markets. The emphasis  has shifted to casual dress, lighter clothing,

informal knitwear - jeans and T-shirts have become the uniform of the young

-c.
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But the strains and pressures faced by the British textile industries are by

no means unique. There are large textile industries throughout the developed

world.

In the European Community the textiles and clothing induztries ﬁfovide around

10 per cent of wage-éagﬁing industrial jobs. In the United States they represent
-

the largest single source of jobs in manufacturing industry with over Gt}

- " m , e
million employees. _

The one problem which all textile industries in the developed world face, and

are having to come to terms with, is that of low-cost imports.

-
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BRITAIN'S TRADE IN TEXTILES AND CLOTHING : v

The UK textile industry is a major exporter. In 1979 textile and clothing exports.
T e e R e e R o

excluding fibres, reached some £2;1OO million or 22% of the industry's output.

—

As a comparison, in 1979,US clothing and textile exports were worth £1,750m -

or about 22% of total US exports of goods.

UK exports from the textlle and clothing sectors have been 1ncrea51ng both in
value and in volume—for many years now. However, that steady rise ‘has been

largely overshadowed by increases in the level of our imports..

(See charts)

~ For particular products the proportion of imports from low cost countries can be

much higher. For example, two thirds of knitted shirts are imported from

e S e A O P B
developing countries, &and over a third of all jeans sold in Britain come

from Hong Kong. YRR

M _ —

Textiles and clothlng_trade balance

The textile and clothing industries are currently running a comblned annual trade

deficit of nearly £800 million. For textiles the deficit is in the region
. - .

of £350 million and for clothing about £450 million. If‘the countries which
export to the UK are divided into high and low cost suppliers, then the picture
looks like this: | '

/r ' -, --'

High cost countries For most of the 1970s the balance of trade in textiles

with high cost countries was in surplus. In 1978 this
R e ) (s
surplus started to decline sharply to a deficit of £230

P S

million in 1979. The UK's balance of trade in clothing

with high cost countries has remained in surplus for

the whole of the last decade, rising well above Z100

million since 1977.
,———-f-____-—-—'
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Tow cost countries: tie are runnlng a small but lncrea51ng textlle def1c1t
| w1th low cost countries (mlzo mllllon in 1979) i the

clothing sectors the plcture is one of magor deflclt o

(£56O mllllon in 1979)
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CHAPTER THREE
UK TRADE IN TEXTILES AND CLOTHING WITH LOV-COST SUPPLIERS

The growth of international trade in textiles with low—cost countries has been

accompanied by increasing controls bﬁ this tradee.

TWenty'one years ago the UK secured restraints on imports of cotton textiles

from India and Hong K?ng. This was followed shortly after by the GATT* Short

Term Arrangement on cotton textiles. In the early sixties a Lonz Term

Agreement for trade in cotton textiles was introduced within the CATT.

. MULTI-FIBRE ARRANGEMENT (MFA)

A successor to the Long Term Agreement, which had applied only to cotton
textiles, was introduced in 1974 — the Fulti-Fibre Arrangement (MFA). The
first MFA ran from 1974 to the end cf 1977 and was'subsequently renewed for

: SRRy ——
a further four years with much tighter conditions.

The. objective of the MFA is to promote the orderly growth of trade in textiles,
balancing the interes-t? of supplim
countries, In practice this means that low—cost suppliers accept restrictions
j_on théiﬁléxports in return for 6ertain guaranteés dboﬁt access to developed

marketS.u

MEFA Bilaterals
Around 60% of the UK's low cost textile and clothing imports is now governed by

27 bilateral agreements negotigﬁpd by the EEC Commission under the A,
‘_-_———- 7 — ___{

The bilateral agreements rurs for five years (1978-82 ) and each includes quotas
L S )
on all products exported to the Community in significant quantities by the low—

cost suppliers concerned. This gives the UK some 465 quotas in all,

i

—




COUNTRIES WITH WHICH EEC HAS CONCLUDED IFA OR MFA-TYPE ACREDIENTS: ARCENTTVA,
BANGLADESH, BRAZIL, BULGARIA, CHIVA, COLOMBIA, EGYPT, GUBTTIALZ, HATTI, HONG
KONG, HUNGARY, INDIA, INDONESIA, MACAO, MALAYSIA, MEXICO, PAKTSTAN, PHILIPPTNES,
PERU, POLAID, 'ROMANTA, SINGAPORE, SOUTH KOREA, SRI LANKA, THATLAND,  LRUGUAT,
YUGOSLAVIA A B et S R -

MFA agreements include the following points:

o T
-

Limited growth rates for imoorts. The 6% per year growth rates allowed

~under the previous arrangement were mostly amended downwards in 19T in

some cases to as little as 0.5%.

Flexibility. Limited transfer of quotas between categories.is permittéd.-

Supplier countries may also anticipate by borrowing from the following
year's quota. They may also carry forward unused quotas to the next year.
However, there is an overall limit on the extent to which these flexdibility

provisions may be used to enhance the basic quota.

- Common classification dividing textiles and clothing products 1nto L23

categories. (as opposed to souwe ~.7ty in the earlier MFA).

5 g g i - o
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pEe ‘ r‘;fﬁg Double control of oproducts under auotu. Under thls

”sfétem an 1mport 1lcence is issued by the importing country only agalnst
a valid export licence from the supplier country, When the quota has been
fully licensed the importing countiry concerned has the power to suSpend the

issue of import llcences.

it ._
Once negotiated, MFA quotas cannot be broken. (Goods are not admitted in

excess of quotas. However, actual imports in a given year may vary
considerably from the quota level as a result of y, for instance, free
circulation, anticipation and carry forward and goods imporied outside the

quota for re-export. Also, because quotas apply to shioments in the quota

year, overhang can upset the figures considerably as the previous year's

shipments arrive in the early months of the new year. Some quotas are

not fully used.
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PREFERENTTAL SUPPLIERS

The EC has not sought to negotiate formal MFA—tyPe bilaferal'arrangemepts with

those countries with which it has a preferential trade agreement. These include

most Mediterranean countries, Portugal, and those countries which are signatories

to the Lomé Convention.ﬁ The Community has instead sought less formal voluntéry
restraint arrangements ngAs) with these suppliers. The EC has concluded seven

such arrangements. ' 8

MEDITERRANEAN COUNTRIES WITH WHICH THE EC HAS CONCIUDED VOLUNTARY RESTRAINT
ARRANGEMENTS (Date of conclusion of  agreements in brackets)

e e

EXPIRE END 1980 | o EXPIRE END 1981
Spain " (20/2/79) | | | i Mbrqcco- (29/1/79)
Tunisia (19/3/79) @ & o i T ~ Portugal (22/1/79)
Cyprus. (15/10/79) - . mimiuense it - Malta o (26/9/79)

2l

- e ; 2 e

The only significant supplier in the Mediterramean area not cover ed by

an MFA agreement or a voluntary arrangement is Turkey.

During 1979 imports of Turkish cotton yarn into the UK rose at an
unacceptable rate. As a result, at the UK's request, the EC Commission
imposed a quota on imports into the UK for bart of the year. This
action was taken under the safeguard provisions of the EC-Turkey

Association Agreement.




GREECE, SPAIN AND PORTUGAL

The three most_ihportant Mediterranean suppliers to the UK market - Greece;ﬂ T'
Spain and Portugal - are.expected to become full‘members of the EC during thé””
1980s. (Greece signed her Treaty of Accession last year and will become a full
member of the Community on January 1 1981). The Government is éohsidéringywithin
the Community,.the most éétisfactory means of staging the adjustment from
voluntarf restraints to genuinely free access. =

The Greek Accession Treaty contains a safeguard clause which could be 1nvoked in
- cases of sudden surges of imports and it is 1ntended to negotiate 31m11ar clauses
in the Spanish and Portuguese treaties. In the case of Spaln and Portugal, the
Government is seeking to negotiate within the Community special transitional

arrangements for textiles and clothing additional tec the normal safeguard clause.

2T

-

At the end of/;a"trénsitional period, however, all three countries will have free

access to all community markets.

MAURITIUS

A e dh

Only Méuritius - out ; of the 58 Afrlcan, Carlbbean and Pac1f1c countrles Whlch.ar-
smgnatorles to the Lomé Convention is currently a major textile exporter. In
January 1980 the EC Commission concluded a two-year voluntary restraint arraneement
with Mauritius, under which restraint levels were set for their exports of
jérseys, T-shirts, blouses and acrylic fibre. Further voluntary restraint

"/

arrangements will be negotiated with Lome countries if the need arises.

AUTONOMOUS ARRANGEMENTS

Autonomous arrangements restrict textile imports from most of the state-trading

countries. The exceptions are Romania, Hungary, Poland and Bulgaria, all of

which have initialled MFA bilateral agreements. China has concluded a similar

agreement with the EC. There are also autonomousarrangements for Taiwan.




These arrangements generally allow for some growth in trade but for the non-MFA
type neither the base quotas nor the growth rates are as liberal as those
allowed under MFA bilateral agreements.

Double-control systems - similar to those operated in the MFA bilateral agreements -
are used by the UK in textile and clothing.trade with all state-trading

countries except Vietnam!d

GENERALISED SCHEME OF PREFERENCES

In addition to being subject to the various quantitative controls set out above

3
Jlmports from most developlng countries are also subject to the communlty taraff
A small proportion however (about 10%) come in duty free nder the GSP. For

”;F textiles the Communlty-wlde -1imit—in~1980 . 15 set at 115,000 tonnes.)
, . .= For most of the

St : 4 ""\._H_‘ e

products, each supplying country has been given an individual preferential limit
in advance. The system is designed so that the poorer and less competitive
countries have a proportionately greater entitlement to preferences than those at

a higher level of development and competitiveness.
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THE “BASKET EXTRACTOR'

There is an important provision in the MFA for controlling imports of new

products not already under quota, if these become disruptive in their turn.

. ST ;
When they are unrestrained these products are said to be in a "basket™.
s R PR R T A
The bilateral agreemen%s contain trigger points, set on the basis of past trade

flows. If imports of a new product exceed the trigger level we can - depznding

on the degree of disruption they are causing - ask the European Commission to

"extract" them from the basket and negotiate a new quota with the supplier

\-____- . PR T R —\
concerned.

—

-

The Commission can also negotiate basket extractor quotas for the Community as
a whole at its own initiative. In most cases it is for the UK industry, as
the injured party, tc request the Department of Industry to put forward basket

extractor cases, but the Department has agreed that it will automatically pursue

17 sensitive categories.

The MFA vastly simplifies the process of obtaining a quota. But the fact remains
Sz 8 BREE - _W'_ - " quotas normally must be negotiated,

not imposed. The trigger levels are points beyond which we may begin necotiatinz

b

bug, as the table below illustrates, they have no direct correlation with auota
levels. * e : The level of a quota depends in large
part on the strength of the casé we, and our industry, can make. In a few
instances the quota levels negotiated have représented a substantial percentage

of our low-cost imports of the category concerned. But in total these ex

(v y

ra

quotas do not constitute 2 major agdition to the Community import commitment,
something over 2% i

only amounting to / of - total low-cost textile imports. Our main concern is

that 'basket extractor' cases should be handled quickly and effectively by the

Commission.
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BASKET EXTRACTOR CASES SINCE 1/1/78

Category and Product Country Trigger Quota First Year
Level Level covered
50 Wool Cloth (tonnes) Argentina 37 60 Last 5 months 1873
6 Woven trousers (00Opieces) Philippines 67 172 1978 ‘
28 Knitted trousers (000pes) Singapore 16 300 1978
6 Woven crousers (000pcs) India 66 110 1878
8 Woven shirts (000pcs) Philippines - 34 265 1979
7S Tracksuits (000pcs) Taiwan 33 150 113) 768
46 Wool tops (tonnes) Argentina 223 280 1979
32 Pile fabric (tonnes) Hong Kong 259 3,600 1979
46 Wool tops (tonnes) Brazil 223 104 Last 5 months 1879
46 Wool tops (tonnes) Uruguay 287 500 18783
17 ' Men's jackets (000pcs) Poland 36 120~ 1979
20 ~Bed Linen (tonnes) Korea 56 100 1980
21 Parkas (000pcs) Thailand 116 50 Last 2 months 1978
11 Knitted gloves (000pairs) Pakistan 299 1,500 1979 o
71 Babies undergarmts (tonnes) Philippines 11 36 1380 i
80 Babies undergarmts (tonnes) Philippines 12 100 1980 -
3 Synthetic fibre. (tonnes) Brazil Shil 364 1978 :
7 Blouses (000pcs) Brazil 47 105 1973 |
158 Women's coats (000pcs) Taiwan 42 42 1979
80 Babies clothes (tonnes) Pakistan 16 115 13980 .
14B Men's coats (000pcs) Hungary 12 47 1980 ;
21 Parkas (000pcs) Philippines 116 450 1980 i
17 Men's jackets (000pcs) India 36 325 1980 i
68 Babies undergarmts (tonnes) Hong Kong 4 250 1980 !
82 Adults undergarmts (tonnes) Hong Kong 5 150 1380 f
17 Men’'s jackets (000pcs) Philippines 29 | bls 1980 i
7 Blouses (000pcs) Indonesia 57 150 First 5 months 1980
50 Wool cloth (tonnes) Uruguay 43 165 1980 :
21 Parkas (000pcs) China 145 145 1880 |




GLOBAL CEILINGS

During 1977 the UK urged the European Community to set 'global ceilings' on
the eight potentially most damaging categories of imports. The products are:
cotton yarn, cotton and woven spun synthetic cloth, knitted shirts, jerseys,

trousers, blouses an?,woven ShHirtse

- The ceilings were an| indication by the Community of the total levels of access

it is prepared to alﬁow for all low-cost countries together.

In fact new arrangements negotiated since 1977, particularly those with China
Cyprus and Malta, have resulted in the ceilings being slightly exceeded. For
the UK the extra allowances have ranged from one per cent for woven shirts

to 5.7 per cent for woven spun synthetic cloth.

It .should be remembered that the ceilings refer to the total potential access
rather than‘actual imports in any year. Actual imports have fallen
below the global ceilings since quotas for many countries remain substantially

under-used.

The foilowing table illustrates this for 1979. The figures exaggerate the
2 ;
extent to which the ceilings have been filled since they exclude exports for

re-export - immediately or after simple processing. There are no statistics

for imports retained for sale in the home market.

o
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OTHER ISSUES AFFECTING LOW COST IMPORTS

1 FREE CIRCULATION

" Under the Treaty of Rome, once goods have entered the Community,
they may be circulated freely within it. This means that goods
Froh, say, Taiwap impbrted into France or Holland could be

R s

exported to The BK without further restriction.

P SO TR

Under Article 115 of the Treaty of Rome, however, a Member State

can apply to the Commission for permission to refuse to admit

e e ]

from other Member States goods originating in a particular

third country in cases where these gcods would have been subject
EE-EEEEP if they had been impcrt?d directly. For example,

if the number of Malaysian tee-shirts entering Britain via

other EEC countries reached a significant proporticn of the tee-
shirt quota which we have agreed with Malaysia, then the UK
could apply to the Commission for permission to refuse to allow
any more Malaysian tee-shirts into Britain via other Member
States.

. The European Commission has absolute discretion in the application
of Article 115. However, Article 115 cannot be used where no
formal quota exists (eg for goods from the Mediterranean countries

covered by voluntary restraint arrangements).

-

- —— Sy

-

-

The Government makes regular use of Article 115 although 1t has
to be selective about cases it puts to the Commission which, in
turn, does not always sanction a "stop” to further imports. In
1979, for instance, the Department of Industry received 704
applications from importers seeking to import Formaily quoted
goods throuzh free circulation. o T naBl N o R these
cases (covering 54 country quotas) the Government sought

authority from the Commission under Article 115 for "stops”

on further imports. The Commission gave authorisation in




32 cases (25 country quotas). For 1978 the corresponding figures
were 367 applications, 98 cases forwarded to Brussels and 24

"stops" (13 country quotas]).

In 1979 there were only two categories_where,indirect trade of

Ehis kind relating to goods under formal quota, amounted to

more than 1% bF_direct low cost imports of any particular

category of goods.

f

ORIGIN RULES|
i

If the MFA with [its agreed quotas and the voluntary restraint

agreements with Mediterranean countries are to work, then
Customs Ufficeré throughout the EEC must be able to establish
clearly the country of origin of imported goods. For this
ﬁurpose the Community has drawn up a set of origin rules.

In general, if goods have been through one complete process in
a country, then for quota purposes they are considered to

originate in that country.

?or imports from any source the importer is required by Customs

to declare the-couhtry of origin of the goods. In addition, for
most categories of textiles and clothing, documentary evidence
of origin has to be produced for all commercial imports from
outside the Community, whether or not an import -licence 1is

required.

It is an offence to make a false declaration of origin when

importing goods into the UK.

In 1978 to get round UK quotas certain goods of Hong Kong origin
were declared to be of Indonesian origin. The British authorities
began immediate investigations and there were subsequently
prosecutions in Hong Kong. The part played by the UK importers

is still being investigated.




ORIGIN MARKING

The textile and clothing industries have frequently advocated
that the marking of the origin of goods for the consumer should
be made compulsory. As part of a wider review DF'policy in this
area, detailed discussions are being held with representative
organisations on the implications of extending the present
origin marking requirements under the Trade Descriptions Act

1972

-
-

1% o ‘However, -. origin marking is being
considered as a consumer information and protection measure
and not as a measure to discourage imports. Any measure which

impeded imports would run counter to the Treaty of Rome.

East European Suits

Imports of East German suits into the UK are subject to quota,

as are imports of suits from most other East European countries.
There is, at the same time, complete freedom of trade betwesn
East and West Germany. Allegations have come from the British
textile industry that West German' traders are importing suits fron
East Germany free of duties and tariffs and then re-exporting
them to the UK.

- —

The legal position in cases like this would depend on what claims

were made as to country of origin:

East German origin admitted: East German suits are subject
to quota if exported to the UK direct. An Article 115
application would be made to restrain imports if they were

entering the UK in significant quantities via West Germany.

Community origin claimed: a false declaration of origin of
this kind would be a Customs offence. If the goods were
falsely labelled as well, then this would be contrary to

the 1968 Trade Descriptions Act. The UK importer could be
prosecuted i1f it could be proved that he was involved in the
fraud. The British autheorities could also alert the West

Germans and invite them to take action under their own law.




But the Government cannot act on the basis of allegations (!me.
Its resources are limited and it has to concentrate on those

cases where allegations are backed by hard evidence.

4 OUTWARD PROCESSING

Outward Processing (0OP) is the procedure whereby, for example,

- cloth is exported from the Community to another country (perhaps
a Mediterranean or East European country) tolbe made up 1into
garments which are theﬁ re-imported. Some EEC countries have
special-quotas for OP trade on top of restraints for non-0P

goods. The UK counts OP trade against normal restraidt levels.

B

A proposed new regulation relating to OP trade with Mediterranean
countries is under discussion in Brussels. It will deal mainly
with the allocation of licences where there are special OP
restraint levels. Progress has been slow. Some EEC countries,
where OP is well established, are opposed to much more restriction

on the grounds that their own industries benefit from it.

The proposed regulation, in its existing form, would have no
‘direct effect upon UK industry; its main provisions relate to
the allocation within each Member State of special quotas for
outward processed goods. The UK operates no such QUotas and

will not be obliged to do so.




" FIVE: TRADE WITH THE DEVELOPED WORLD

o =1 . - = a3 = .
- : ' rather less by weight

Nearly two-thirds by valuedof the textiles and clothing imported
into the UK comes from developed countries. By weight the

'Figures would be rather less. -The rules of GATT and EC/EFTA are

however built around the principal that there should be the minimum of

interference in trade between developed countries.

Dumped or subsidised imports

Actﬁon can be taken against dumped or subsidised imports if

they can be shown to be causing material injufy to a home industry
Dumping is the Jfactice of selling abﬂiad at prices below

"normal value”. Normal value is usually taken to be the price

an exporter charges for goods in his own country. If he charges
lower prices for comparable sales abroad, then he is dumping.

If there are no home sales, as would be the case for goods
produced for export only for example, then normal value 1is

taken as:

. the foreign supplier's price to bdther markets, OR

* the foreign supplier's cost of production, plus a reasonable

amount for administration etc and profits.

i - in the case of any developilng countrieé, the supplier's
costs may well be extremely low by UK standards. This makes
imported goods from these countries cheap; but it does not

necessarily make them dumped.

Complaints procedures

The UK authorities cannot take independent action against

dumped or-subsidised imports. Responsibility for controlling

- these practices now lies with the European Commission in Brussels.

Requests for action can be made either through the Department

of Trade or else direct to the European Commission.



The Department of Trade has a specialist anti-dumping unit to
help UK industry prepare and submit complaints to.the Commission.
An explanatory booklet is also available. Department of Trade
 officials attend meetings of the EEC Anti-Dumplng Advisory

Committee, where cases are discussed before action is taken.

The Commission has given assurances to British Ministers .that it , will pursue

- - !I -
anti-dumping cases with vigour.

Action against dumping or subsidy

If, after a full investigation, it can be shown that:

* dumping or subsidy has been taking place and this 1is

harming a Community 1industry and action would be in the

= Community interest (including the consumer interest)
then the Commission may impose a duty. These duties are
levied throughout the Community and not just in the Member

State which has.cdmplained.

i¥, during or after an investigation, the foreign

supplier agrees to stop exporting,'of to sell at a price
which would not harm the domestic industry concerned, his
undertaking may be accepted and the investigation closed.
Undertakings may apply only to imports into the state which

Vs

has complained. -

* To prevent serious injury to an industry while an
investigation is taking place, the Commission may impose
provisional duties for a limited period, not exceeding

four months in the case of subsidy and six months for dumping




Anti-dumping duties and undertakings currently in force (textile anq textile

products)

DUTIES

Acrylic fibres from the USA

=
Discomtinuous acrylic_fibre 13.7%
Con:tinuous filament tow 17.6%

(Imposed as definitive duties on 3 May 1980)

-

Ladies rubberized raincoats from Hong Kong £1.50 per raincoat

(Imposed under UK legislation in May 1976)

UNDERTAKINGS

Acrylic fibres from Japan and Spain

(The European Commission have accepted;undertakings which have

eliminated the margih of dumping found).

-

Polyamide (nylon) yarn from USA (price undertaking accepted in 1979 from

US exporter).




e e | i—— —

= 7 B WS d it s
- = e S e = ) S =] — ) o

Unfair Competition from the EEC

For trading purposes, the EEC Member States form a single market.
Anti-dumping action cannot be taken by one EEC Member against
another since, in theory at least, dumping cannot exist within

the Community.

If a UK industry considers that it faces unfair competition from
Community producers, it can complain to the Commission under thos
Articles of the ﬁreaty of Rome which deal with Competition Policy
Complaints of this kind are best made with the help and advice

of the Department of Industry.

Italian woollen fabrics

Italian woollen fabrics are an example of the kind of import prob!

that can arise within the Community. Two-thirds of the total

UK imports of woollen fabrics come from Italy. The home industry

has alleged for some years now that their Italian counterparts,
based in Prato, benefit from hidden subsidies. It is claimed,
for example, that they avoid paying social security charges by

employing a large number of home workers. The problem has

‘twice been referred to the European Commission (1975 and 13879).

The Commission, however, has not been able to establish that
unfair trading is taking place. The Government is, however,

continuing to press the issue.




TERTWLES

CLOTRA\N &

e

,.-—.—1.-.—___
: 1
i

D S

2 a6 1 o G < o

ot AL e S 1 153 a0 e i e




UK Textiles — Imports | UK Clothing — Imports

£ million
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Source: Overseas Trade Statistics
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PRIME MINISTER

This is another letter of dissatisfaction
from the Wool Textile Industry. I can simply
acknowledge on your behalf since the substance
of the letter is not addressed directly to you
but to Mr. Nott. |

We have arranged to take policy towards
the textile industry at E next Thursday. I will

let you have a redraft of the long draft
provided by the Department of Industry, which

you did not like, in the light of the discussion.

-

16 May 1980

X Sparate £l Confedoalin
0) Bl Wook Texd s




FROM : CYRIL SMITH, MBE.,MP

R

HOUSE OF COMMONS
LONDON SWIA OAA

May 13, 1980

The Rt Hon Mrs Margaret Thatcher, MP
The Prime Minister

10 Downing Street
LONDON SW1

Dear Prime Minister,

You indicated in (Question Time today that, '"in the
last resort" you would be prepared to receive a
deputation from the Lancashire Textile Industry.

Mr Jack Straw, the Honourable Member for Blackburn,
and Mr Nicholas Winterton, the Honourable Member for
Macc lesfie ld, and Chairman of the All Party Textile
Group, together with myself, are now hereby formally
requesting you to meet such a deputation, which we
vill be happy to organise.

We do consider that "the last resort" has now been

reached in this industry, and we are of the agreed opinion
that a meeting with you will give the industry the feeling
that it so desﬁg?ziz%ﬁrheeds, that the Government is
concerned about - its plight.

We would intend that the deputation would be led by 6 Members

of Parliament of ali three Parties, together with employers

and Trade Unionists from the Textile Industry, and we would
assure you that the object of the meeting would be constructive.

e

We look forward to hearing from you that you will carry out your
promise of this afternoon, by advising us to contact your
Private 0Office in order to arrange an agreed date.

Tk Sl a0

RIL SMI JACK STRAW,MP NICHOLAS WINTERTON, MP

e

Yours sincerely,
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10 DOWNING STREET CS HMT
CO
12 May 1980

From the Private Secretary

SR, A

The Prime Minister 1is becoming
increasingly concerned about the

difficulties of the textile and
clothing industry. She would therefore

like to have an early discussion in
E Committee about the industry's
problems and prospects, the measures
that are currently being taken to
assist the industry, and any further
measures that might be introduced.
She would be grateful if your
Secretary of State and the Secretary
of State for Trade would circulate

a paper to the Committee by the Whit
weekend for discussion as sSoOn as
possible thereafter.

I am sending copies of this letter

to Private Secretaries to members oOf
E Committee and to David Wright (Cabinet

Office).
AP
) W\_u
{lm:

I.K.C. Ellison Esq
Department of Industry




‘newsflash

from the WOOL TEXTILE and CLOTHING
INDUSTRY ACTION COMMITTEE

12,000 Textile Jobs Safeguarded

Following representations by the Action Committee, Jim Prior, Employment
Secretary, has announced that the Government's Temporary Short Time Work-
ing Compensation Scheme is to be continued beyond 31 March, 1980.

Commenting on the announcement Mr George Park, Action Committee chairman,
said that he was very encouraged by the Government's decision, which will
safefuard 12,000 textile jobs in West Yorkshire, but pointed out that this
was only one of many objectives being pursued by the Action Committee.

Anti-dumping Scheme Rejected

The Action Committee has suggested a scheme whereby Customs and Excise Officers
could detect cases of imported garments which are being dumped in the UK.

The scheme would entail the Wool Industry Research Association (WIRA) building
up a catalogue of inescapable costs for the manufacture of various products.

Application has been made to the Garment and Allied Industries Requirements

Board (GARB) within the Department of Industry to finance 50% of the project
costs, estimated at £75,000. The balance of finance would be obtained from

the industry and local authorities.

But Sir Keith Joseph Secretary of State for Industry, has said it is the industry's
responsibility, not the Governments, to produce evidence of dumping and GARB has
accordingly refused to support the project. This is yet another example of the
Government's lack of concern towards the crisis facing the textile industry.

Over 2,000 redundancies

Decline of textile jobs

Comparison of job losses

What’s your origin?

Misleading labels

EEC Commissioners visit

The_WooI Textile and C_Iothing Industry Action Committee comprises representatives of management and unions, Members of Parliament and the European
Parliament, together with representatives of local authorities in West Yorkshire.

Chairman: A. G. Park, chairman and managing director, Hield Brothers Ltd., Bradford.
Secretary: R. M. Barlow, County Hall, Wakefield, West Yorkshire WF1 2QW. Telephone Wakefield 67111, ext. 2228.




UNITED KINGDOM

PORTUGAL

Announced Redundancies in textiles and clothing in West Yorkshire for the six

week period covering December 1979 to mid January 1980

Eldon Combing Co Ltd

Joseph Lumb and Sons Ltd
Associated Weavers

G Garnett and Sons Ltd
Greenwood Stell and Sons Ltd

Homfray Carpets Ltd

Faxall Products Ltd

H and M Textiles

Star Sportswear

William Denby and Sons
Marshfield Dyeing Co
Bradford Patent Dyeing Co

John Crowther and Sons

HUDDERSFIELD

HUDDERSFIELD

BRADFORD

BRADFORD

MYTHOLMROYD

HALIFAX

BATLEY and

BIRSTALL

HALIFAX

HUDDERSFIELD

WAKEFIELD

BRADF'ORD

BRADFORD

BRADFORD

HUDDERSFIELD

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

Redundancies

TEXTILE AND CLOTHING EMPLOYMENT IN EUROPE (1366-1877)

STEEL, TEXTILES AND CLOTHING EMPLOYMENT

IN THE EEC

TEXTILES AND CLOTHING

Forecast

Forecast

1966 1968 1970 1972 197, 1376 1978 1980 13682 1984 1986

Sources: Department of Employment, EEC Commission and Financial Times.

: EEC Commission and Department of Industry,

Sources




What’s your origin?

Patriotic consumers wishing to buy British garments frequently have a difficult
task identifying where the product was made. The Action Committee are pressing
the Government to introduce legislation requiring all imported garments to
clearly state their Country of origin

Misleading labels

The West Yorkshire County Council has purchased samples of textile products over
the last few years and analysed the fibre content for comparison with that
stated on the garment label. In the last 3 years, of 283 garments tested, 25%
were found to have the incorrect fibre content on the label. A substantial
proportion of the articles tested and found to be incorrect, originated from
Italy. The County Council has prosecuted in appropriate cases.

The Government has been exhorting the industry to provide the evidence so that
it can take corrective action. In this case the Action Committee has forwarded
the evidence to the Department of Trade suggesting Customs and Excise Officers
should closely monitor fibre content labelling and take effective action to
prevent garments being imported with misleading labels.

EEC Commissioners visit

The EEC Commissioner responsible for Industry is to visit West Yorkshire and

meet the Action Committee on the 28 March following a request from Barry Seal,

MEP for Mr Davignon to see for himself the crisis facing the wool textile
industry. As well as pressing on Mr Davignon the need for the European Commission
to adopt a positive EEC textile policy, to renew and strengthen the MFA, the
Action Committee will be seeking quicker action by the Commission on misleading
labels, dumping and other unfair trading practices.

About the Action Committee

The Wool Textile and Clothing Action Committee was created in December, 1979, with
the object of helping to secure the future of the Wool Textile and Clothing
Industries in Yorkshire and where necessary seek the help of other bodies on a UK
basis.

Membership of the Committee totals 11 and is made up of leading industrialists
and trade unionists from the two industries together with one MEP, one MP and
two local authority representatives.

The Committee is to issue a regular News Bulletin to inform the Government,
European Commission, MP, MEPs, the media and management and unions of developments
and attitudes in the wool textile and clothing industries of West Yorkshire




10 DOWNING STREET

THE PRIME MINISTER 18 March 1980

Thank you for your letter of 13 March.

I am of course very concerned about the
difficulties which the wool textile industry
is currently facing. I have asked the Secretary

of State for Trade to consider your letter and

the memorandum which you enclosed with it, and to

write to you direct.

F B Murgatfoyd Esq k/ QHZ)fLOL/iijL~FC\,
Vice Ureindlonk | o
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10 DOWNING STREET |

THE PRIME MINISTER | . \ | 13 Méfch 1980

Do Dot

Thank you very much 1ndeed for your letter of 4 March concerning
the British Textile Industry.

Although I am natufally pleased to read the sentiments you
express at the beginning of the second paracraph of your letter, I
do understand that you and your colleagues in East Lancashire are
facing enormous pressure from rising import competition from low—cost.
countries and elsewhere. | |

As you are aware, John Nott has negotiated Lhe 1mp081t10n of
quota levels against the Unlted States on polyester filament yarns
and nylon carpet yarns. At the Same tlme you will have been pleased
to see that we have extended the Temporary Short Tlme Working
Compensation Scheme for another twelve months which w111 relieve the
pressure which the industry is facing at the moment.

The Government ié5very anxious to confirm that-we wish to see
the continuation of 2 viable textile lndustry and as an illustration
of that commltment I would draw your attentlon to our support of the
ex1st1ng MFA and our pledge to press for a continuation of effective
restraints when the current MFA expires in 1981. Full account will
be taken of the problems of the industry. | |

We are, of course, duty bound by community regulations to

advertise certain public contracts for tender. We comply fully with

these. Departments in practice buy almost all their requirements for

[textiles

@




textiles and clothing from UK firms because they are generally

competitive and offer best value for money.

I am well aware of the efforts which you and your colleagues
in East Lancashire have made on behalf of the industry. The
Government will do all it can to ensure that the 1ndustry enjoys

conditions of fair trade with its competitors overseas.

)

pr

(g

Py

D A Trippier, Esq, JP, MP.




Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

House of Commons Hansard, 18 February 1980, columns 30-45
“Synthetic Textiles (Imports)”

Signed (Z:Jé\\}aj) (anrd Date é N bq 2D0lo

PREM Records Team




STATEMENT

THE House MAY BE AWARE THAT THE EURoPEAN COMMISSION ANNOUNCED
THIS MORNING THEIR DECISION ON THE UK APPLICATION FOR IMPORT
QUOTAS ON CERTAIN SYNTHETIC TEXTILES. |

},

My Hon FRIEND THE MINISTER FOR TRADE AND I, TOGETHER WITH OFFICIALS

OF MY DEPARTMENT. HAVE HELD EXTENSIVE TALKS WITH THE Commrssrom

i aii e e e T e

TO STRESS THE URGENT NEED FOR ACTION TO STABILISE IMPORTS OF

—

THESE PRODUCTS IN ORDER TO CHECK FURTHER FACTORY CLOSURES AND

REDUNDANCIES IN THESE THREATENED SECTORS.

e T i B
— ...uw-.., v—-

FOR “THETRT PART, THE COMMISSION HAVE BEEN ANXIOUS TO AVOID THE UK's
APPLICATION LEADING TO A BREACH IN THE OPEN TRADING RELATIONS WITH

OUR MAIN PARTNERS. THE UK wiTH ONE THIRD oF 1TS GNP SoLD IN EXPORT
MARKETS., SHARES THIS INTEREST IN AVOIDING AN OUTBREAK OF RETALIATORY
ACTION AND DAMAGE TO OUR WIDER TRADING INTERESTS. MOREOVER, THE

UNITED KINGDOM IS ITSELF A MAJOR TEXTILE EXPORTER. [HE COMMISSION

HAS THEREFORE BEEN CONCERNED TO ENSURE THAT ANY ACTION TAKEN IS

STRICTLY WITHIN THE TERMS OF ARTICLE AIX oF THE GATT,

AGAINST THIS BACKGROUND, THE COMMISSION HAS AGREED QUOTAS ON BOTH

???'?“: POLYESTER ANb N#LON cAhPET YAhN AT THE FOLLOWING-LEVELS FOR- THE__:”?€@1
= Sely - Feen e s -




- FOR POLYESTER FILAMENT YARN, 9,100 TONNES., COMPARED WITH
IMPORTS IN THE FINAL QUARTER OF 1979 RUNNING AT AN ANNUAL

RATE OF 15,600 TONNES:

““ - FOR NYLON CARPET YARN, 7,500 TONNES, COMPARED WITH A

1979 FiINAL QUARTER RATE oF 9,150 TONNES.

‘i? o s
j

'THESE QUOTA LEVELS WILL CUT IMPORTS BACK FROM THE VERY HIGH LEVEL

REACHED AT THE END OF LAST YEAR, BUT IT IS OUR VIEW THAT THEY

”;;”“"3H0uﬁ5"N0T'EEHso SEVERE AS"}S“EEOVOKE RETAL]ATOﬁ? ACTION ON THg:?::%;w
ONE HAND, NOR ON THE OTHER TO CREATE DAMAGE .TO THE DOWNSTREAM TEXTILE
AND CLOTHING INDUSTRIES WHICH DEPEND ON THE AVAILABILITY OF LOW
COST FIBRES FOR THE COMPETITIVENESS OF THEIR OWN END PRODUCTS.
IS DU ———— e
_HiTH REGARD TO MAN-MADE FIBRE TUFTED CARPETS OUR CONCERN HAS BEEN
beAQOID THE QUOTA ON NYLON CARPET YARN DAMAGING THE INTERESTS OF
THE UK CARPET INDUSTRY: FOR THIS REASONIWE FELT THAT QUOTAS ON
BOTH PRODUCTS SHOULD BE INTRODUCED. THE COMMISSION HAS, HOWEVER,
HAD TO EXAMINE OQUR APPLICATION AGAINST THE DEFINITION OF “SERIOUS
INJURY”, SINCE OTHERWISE A NUMBER OF OTHER EUROPEAN COUNTRIES
MIGHT ALSO SEEK QUOTAS FOR THEIR PRODUCTS LEADING TO AN ESCALAT]ON
OF PROTECTIONISM, WHILST THE INCREASE IN IMPORTS OF MAN-MADE FIBRE
.. CARPETS HAS BEEN SUBSTANTIAL DURING 1979, GROWING FrOM 1, 085,000
i%fﬁifw::SGU&RE?HETRE%ﬂ4m“?HE»FT”S?“@UﬁRTER@To 102,080~59UARE ﬁETé'%'fﬁﬁﬁﬁéﬁit
;fj;;;:;ihgiEbuaTuqQUARth FROM-NON =EEC.OR- P?cFEmENTIAL QOUQCES, IN EACT =

. THE PENETRATION 0k THE UK'MARKET FRO THESE SOURCES AMOUNTED TO

- . i S 3 g --'-"-' S .

ONLY 8 57 IN_IHE FINAL QUARTEaﬂQ£‘1979 IN THE COﬂMISSION s VIEHw*,“;f

—
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THIS LEVEL OF IMPORT PENETRATION WAS INSUFFICIENT TO WARRANT A
QUOTA BASED ON SERIQUS INJURY AT THIS STAGE; DESPITE THIS wE
HAVE OBTAINED A STATEMENT TO THE EFFECT THAT THE CoMMISSION
ﬂTLL MONITOR IMPORTS VIGILANTLY AND RECOGNISES THE NECESSITY OF
IMMEDIATE RECOURSE TO SAFEGUARD ACTION IF PRESENT TRENDS CONTINUE
AND LEAD TO SERIOQUS INJURY .

&

[ AM NOT WHOLLY SATISFIED WITH THE COMMISSION S RESPONSE TO OUR

éafm:::zAPPLFckTraN;:rBUT—wE HAVE TO ACKNOWLEDGE THE OVEPRIDING IR —
© THE COMMISSION NOT TO PROVOKE A SUDDER SURGE OF PROTECTIONISM,
ON BALANCE, THEREFORE, | THINK THE OUTCOME IS A REASONABLE ONE,

WITHIN THESE CONSTRAINTS THE GOVERNMENT WILL DO'ALL IN ITS POWER

L TRl — ...-.-._.-1,_........_ -

_TO_SAFEGUARD THEdiy‘EREbTS OF THE UK TEXTILE AND CLOTHING INDUSTRIES,.

. I e R s N per et
~ e T g - - - e

I HOPE THAT THESE QUOTAS AND THE VERY FIRM STATEMENT ON CARPETS
HILL GO A CONSIDERABLE WAY TO STABILISING THE EXCEPTIONALLY
'IDIFFICULT TRADING CONDITIONS WHICH THE INDUSTRY HAS FACED DURING

THE PAST YEAR.
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CONFIDENTIAL

Fromthe Secretary of State @
f- -
Paul Lever Esq ;
Private Secretary to the
Secretary of State for Foreign &
Commonwealth Affairs
Downing Street
Whitehall B
SWA1 |© February 1980

SYNTHETIC TEXTILES

AN SR T

Following the formal consultations yesterday with other Member States
on the UK and Italian requests for import controls (UKREP Brussels
Telegram No 946) we have now advance notice of the Commission decision.
This is: e e

polvester filament yarn:

a quota based on the average of sendings in 1978/79 -

which amounts to 9,100 tonnes for the restricte
SOUTECES., —

nylon carpet yarn:

a quota of 7,500 tonnes for the restricted sources.

This high faigure reflects the difficulties we had in
getting a positive decision out of the Commissioners.
Both the¥, =md & number ol Member states, ifelt that the
difficulties here stemmed from the structure of the
industry and not from imports. Finally, on political
grounds, they agreed to a quota, but wanted an annual
rate equivalent to sendings in the last guarter of 1%%§f_

This has been reduced in the final Iigure by about
1,500 tonnes.

mmf tufted carpets:

the application was rejected on the grounds that the
import penetration levels (at 17% overall in 1979 and
5.8% from the US and Cansada); and the increases in
domestic production, market and sales did not Jjustify
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2

Fromthe Secretaryof State

action. In fact, since the UK application on this
product was announced, Ministers in this Department
have received very forceful representations against
its validity from the importers, the distributors and
the retailers. Moreover, representations both from
the US and Canada have concentrated on this sector.
However, in recognition of the fact that a quota on
nylon carpet yarn could adversely affect the carpev
industry, the Commission will be giving us the
following statement:

"In the sector of man-made fibre tufted carpets

the Commission considers that the introduction

of import restrictions 1s not justified at the
present time. Although imports have increased,

it i1s far from clear that the British carpet
industry's difficulties arise only from this
increase. However, the Commission recognises

that, although import penetration from restricted
sources on carpets, at less than 10% in the second
half of 1979, is much below the penetration

(25% or more) on the two yarn products covered by
import restrictions, the rate of growth of imports
of mmf tufted carpets 1s very rapid. The Commission
recognises, therefore, that there 1s a potentially
serious situation in this sector, which might call
for restrictive action if current trends continue
and 1f restrictions on imports of yarns aggravate
the carpet industry's problems. Accordingly, the
Commission states its intention of monitoring imports
and trends vigilantly, and recognises the necessity
of immediate recourse to safeguard action 1if present
trends continue and lead to serious injury.!

Article 115 and diversion through other Member States

The Commission will give us the following formula:

"To the extent that diversion of trade occurs, the
Commission will take appropriate action."

The quotas will operate as for whole calendar year 1980 and will
come into force on 19 or 20 February.
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 Fromthe Secretaryof State

There are obvious disappointments in the outcome. But my Secretary

of State thinks we must accept the Commission decision; they have,
after all, given us quotas on two "liberalised products" where we
cannot maintain an import restriction for longer than .six weeks 1n

the absence of a Commission regulation or Council approval. This 1is
very relevant in the balance. We cannot be certaln that The Germans
will not take us to the Council on the nylon carpet yarn and on the
basis of the consultation discussion we could not then be certain that
there would be the necessary qualified majority in favour. But it
will be the Commission who will have to plead for their Regulation i
and they stand a much better chance of bringing everybody into line
than we would.

I should add that the Commission have not yet decided what to do on
the Italian applications; but the chances are that they will be
rejecteds.

The Commission will be announcing their decision at theilr press
briefing at noon on 18 Februarﬁ. The Secretary of State proposes to
make an oral statement 1n the House that afternoon. A draft 1is

abtacheds & T

I am copying this letter to Tim Lankester (No 10), the Private
Secretaries to members of OD(E), to Ian Ellison (Industry), Michael
Hopkins (Northern Ireland), John Stevens (Chancellor of the Duchy),
Richard Prescott (Paymaster General) and David Wright (Cabinet Office).

S HAMPSON
Private Secretary

£ LarT LTI
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DRAFT STATEMENT

The House will be aware that the European Commission
announced this morning their decision on the UK application

for import quotas on certain synthetic textiles.

My Hon Friend the Minister for Trade and I, together with
officials of my Department, have held extensive talks with
the Commission to stress the urgent need for action to
stabilise impprts of these products in order to check
further factggy closures and redundancies in these

threatened sectors.

For their part, the Commission have been anxious to avoid

the UK's application leading to a breach in the open

—

- : —
-

third of its GNP sold in export markets, shares this interest

! ? trading relations with our main partners. The UK with one

in avoiding an outbreak of retaliatory action and damage to

our wider trading interests. Moreover, the United Kingdom

ig itself a major textile exporter. The Commission has
therefore been concerned to ensure that any action taken 1s

strictly within the terms of Article XIX of the GATT.

Against this background and in the knowledge that the UK

Government was, if necessary, prepared to take unilateral
action, the Commission has agreed quotas on both polyester
and nylon carpet yarn at the following levels for the

calendar year 1980:

P TPy i




for polyester filament yarn, 9,100 tonnes,
compared with imports in the final quarter of

1979 running at an annual rate of IS, 600 tonnes;

—~ for nylon carpet yarn, 7,500 tonnes, compared

with a 1979 final quarter rate of 9,!59dtonnes.

These quota levels will cut imports back from the very
high level reached at the end of last year, but 1t 1is our
view that thg§ should not be so severe as to provoke
fetaliatory action on the one hand, nor on the other to
create damage to the downstream textile and clothing
industries which depend on the availability of low cost
fibres for the competitiveness of their own end products.
The Governments does not see these gquotas as a permanent
measure but as a means of giving the British industry
time to adjust to latest conditions.

man-mada fibe
With regard to z===e= tufted carpets our concern has been
to avoid the quota on nylon carpet yarn damaging the
interests of the UK carpet industry; for this reason we
felt that quotas on both products should be introduced.

Commission has, however, had to examine our application

The

against the definition of "serious injury'", since otherwise

a nunber of other European countries might also seek quotas

for their products leading to an escalation of protectionism.

Man - onadz quht_
Whilst the increase in imports of ms2== carpets has been




substantial during 1979, growing from 1,805,000 square

metres to 2,162,000 square metres from non EEC or preferntial
sources, 1n fact the penetration of the.UK market from these
sources amounted foonly 8.5% in the final quarter of 1979.

In the Commission's view this level of i1mport penetration
was insufficient to warrant a quota based on serious injury

at this stage. Despite this we have obtained a helpful

statement to the effect that the Commission will monitor

lv-.

imports vigilantly and recognises the necessity of immediate

recourse to safeguard action 1f present trends continue and

lead To serious 1njury.

I am not wholly satisfied with the Commission's response to
our application. But we have to acknowledge the overriding
duty of the Coumilission not tTo provoke a sudden surge of
protectionism. On balance, therefore, I think the outcome is
a reasonable one. Within these constraints the Government
will do all in i1its power to safeguard the interests of the

UK textile and clothing industries. I hope that these quotas
and the very firm statement on carpets will go a long way to
stabllising the exceptionally difficult trading conditions

which the industry has faced during the last year.
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Fromthe Secretary of State & 2

The Rt Hon The Lord Carrington KCMG, MC .

Secretary of State for Forelgn and ‘\v
Commonwealth affairs ]

Foreign and Commonwealth Office | 7[1/

Downing Street /

London, SWI1A 2AL ¢ february 1980

Dee. Dt

IMPORTS OF Us SYNTHETIC TEXTILES

As agreed at OD(E) on Monday, I have told the Commission that unless
- they are prepared to issue a Regulation restricting imports of
polyester filament yarn, nylon carpet yarn and mmf tufted carpets

into the United Kingdom, within 5 days of a formal UK request for

such action, the UK will have no option but to take unilateral action.

Before the Council, I had a brief discussion with Vice-President
Haferkamp who offered understanding in general terms. I then dined
with Commissioner Davignon. He did not insist on his previously
reported line of action on polyester filament yarn only - nor did
he specifically agree to any other action. I believe that he will
do his best to help us with the three products and to let us have

a definite response on Thursday morning. Part of the reason for
the apparent delay was his visit to Bonn and his wish to inform the
German Trade Minister (Lambsdorff) of the UK's intentions.

i
Discussion in the Foreign Affairs Council yesterday was low-key.

If anything it failed to reflect adequately my statement that the
UK situation was one of pressing urgency in particular cases (see
UKREP telegram 694 of 5 February). In agreement, therefore, with
the Commission my officials subsequently informed the Italian
Presidency, the French and the Germans that the UK expected to apply
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Fromthe Secretary of State

on Thursday for action on the 3 products. (I thought it only right
to wait for 2 days in view of the Council conclusions.)

I agreed to await a final Commission response tomorrow morning.

I intend that, regardless of the Commission response, the UK should
on Thursday submit a formal application on all 3% products and that
I should announce this tokthe House at the same time on the terms
of the attached statemenf.

If the Commission do not agree to the 3% products, in my view we have
no option but to take unilateral action next week.

I am copying this letter to the Prime Minisfer, all colleagues on

" OD(E), to Sir Keith Joseph, Humphrey atkins, Norman St John-Stevas,
Angus Maude and to Sir Robert Armstrong.

sy LA

S
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WRITTEN STATEMENT

The UK Government has today applied to the European Commiésioa
undar the relevant Community instruments for restriction by quota
of imports into the United Kingdom of polyester filament yarn, |
nylon carpet yarn and tufted carpets of man-made fibres. Tkhese
restrictions will not_apply to countries with which the Community

has preferential trading agreements, or bilateral agreements under

the Multifibre Arrangement. The Commission are required by the

terms of the Community instruments referred to to gilve a decilision

on this application within five working days. I have deliberately
confined our present application to the Commission to those cases

in which the level of import penetration and injury is, in my view,

causing serious injury to our domestic producers.

T had hoped that the GATT Article XXTTT discussions, which the
Foreign Affairs Council on 5 February agreed should be pursued
vigorously, would by now have produced a satisfactory solution to the
problem as‘a whole. But as this has not proved possible I have no

alternative but to take thilis course.

(A
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CONFIDENTTAL Fromthe Secretary of State ' V™ M v,

T | /
Tim Lankester Esg J/Lﬂﬂ(itﬁ& wz{%&

Private Secretary
10 Downing Street
London, SW~ | February 1980

—
IMPORT OF US SYNTHETIC TEXTILES FROM THE USA

We spoke about the problem of imports of US
synthetic textiles. I attach a further note
on this from my Secretary of State for the
Prime Minister.

b SPENER SOLN NG Y
AA— L 3t
H W BARTLETT

Private Secretary

CONFIDENTIAL




CONF IDENTIAL

IMPORT OF US SYNTHETIC TEXTILES FROM THE USA

Mr Nott, who has just returned from the Far East, has not yet had
an opportunity of discussing the situation with Mr Parkinson who
has been handling the matter throughout. The political arguments
for our taking unilateral action are as follows. Since i1mports
started rising dramatically in May/June 1979 the Department has
strenuously avoided the pressures from British industry generally
and in particular from the textile industry to take unilateral
action. In front of repeated delegations and 1n Parliament

Mr Parkinson and Mr Nott have said that for action to be effective
it should be based on a Community wide response. When the Commission
decided that 1t was necessary to take firm action on the problem we
were persuaded at the November Council meeting which Mr Nott attended
to allow them to open negotiations under Article 2% of the GATT with
the Americans. Mr Nott made i1t clear at the time that failing a
satisfactory voluntary agreement with the Americans (which never
seemed likely) the United Kingdom would be forced to press the
Community for an Article 19 response. At the December Council

Mr Parkinson pressed for firm proposals to be put forward by the
Commission at the February Council. We hoped that the Commission
might impose a Community wide tariff but the Commission now say
that they can only contemplate action on behalf of the UK alone

and then on a quota basls and possibly limited only to one major
product line. Of course, 1t 1s the case that whatever action is
taken either by the UK or the Commission unilaterally the textile
industry will be dissatisfied. Nevertheless the UK Government
will, in Mr Nott's view, look exceptionally weak if after seeking
to act through the Community for eight months and following the
firm words spoken as long ago as December the UK was to return from
the meeting on Tuesday the 5th with inadequate Community action
particularly as 1t would solely relate to the UK and not to other
EEC countries.

2 Since coming into Office and indeed in Opposition Mr Nott has
made 1t absolutely clear that the new Government believes in the

open tradi system but 1t will act vigorously and with determination
on "unfair %raglng”. The extent of unfairness in US competition is
in dispute but the present surge of textile imports represents full
entitlement to action under the GATT. The UK is entitled to act
alone subject to subsequen ommunity endorsement and the question
really is whether this 1s appropriate at this stage. The Americans

are extremely unhappy about any action by the UK or the Community
as they are lobbylng against us for all they are worth.

3 Mr Nott and Mr Parkinson will be discussing this matter over
the weekend and 1t will arise_at Iy Monday. Both of them are
of the view- however that the Government would look weak if it was NOW

CONFIDENTIATL
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CONF IDENTIAL

impossible _ to gecure an adeguate Community regpomse. There are
even arguments at this very late stage for the UK exercising its
rights under the GATT and under Community arrangements to act
independently in any event, given that the Commission is not now
prepared to impose a Community wide tariff. IMr Nott 1s of the
view that if we were to act unilaterally it would be necessary for
either him or Mr Parkinson to fly to Washington at_Qx Dbefore the
announcement to speak personally to the secrekary of Commerce in
order to explain the impossible predicament in which the country
finds itself. By a personal approach of this kind Mr Nott would
attempt to limit the possibility of retaliation by the Americans
pending some arrangements under which the American industry might
voluntarily reduce its exports and thereby enable us to lift the
quotas.

a Pending a full discussion and a decision on this matter lMr Nott
is strongly of the view that the UK's response to this situation ls

extremely important for the Government's future relations with
British industry generally and in particular with the trades unions.

For us to shirk the necessary political action at this stage, having
shown great patience up till now, might look like an act of weakness
and would undermine the Government's often declared determination to
protect jobs against such sudden surges of imports where the rules
of GATT were relevant and could be applied. Clearly if the Government
were to take the risk of acting on its own behalf (and the risk
amounts to orrending the Commission on the one hand and possibly
leaving us marginally less protected against American retaliation
on the other) it would certainly look like a firm sand decisive

act of Government towards the outside world. If on the otNe€T hand
we were merely to ask the Commission to act for us it might well

be regarded as a feeble response when we have failed to secure

our objectives of a Community wide response.

CONF IDENTTAL
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‘ NOTE FOR THE RECORD cc Mr. Alexander
Mr. Franklin (Cabinet Office)

The Secretary of State for Trade called on the Prime

Minister at 1845 last evening., Mr. Nott said that he was faced

with a very difficult decision on the question of imports of
synthetic textiles from the USA. He had been trying to get the
EEC to act for 8 months, but they had so far done nothing. In
the meantime, factories were closing as imports continued to grow.
Big political pressure was building up 1n favour of firm and
effective action against US imports, A decision was needed on

Monday in time for the EEC Foreign Affairs Council on Tuesday.

There were three options (which were set out in OD(E)(80)7):
do nothing, ask the Commission to take action on behalf of the
UK, take unilateral action. He had still to make up his mind
which of these to go for. He would be discussing the matter with
Mr. Parkinson over the weekend. His officials were inclined to
the second course, but he was given to the view that unilateral
action would be preferable, This was because he believed that
action by the Commission would be totally inadequate: this
belief was strengthened by information that the President of the
Commission was backing away from the idea of tough action., He
was well aware, however, that there were serious objections to
this course: in particular, it would upset the Commission, and
probably increase the likelihood of US retaliation, But on the
whole, he did not think the US would retaliate. In reaching a
view on which of the options to go for, he was concerned that
OD(E) would not take sufficient account of the internal political
considerations. He therefore hoped that the Prime Minister would
be willing to consider the matter if OD(E) were unable to reach

agreement.

The Prime Minister said that one way or another effective

action must be taken. She would of course be willing to consider

further if OD(E) were unable to reach agreement.

[

1 February 1980
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~ From the Private Secretary 12 December 1979

SYNTHETIC TEXTILE IMPORTS

As you know, your Secretary of State called on the Prime
Minister this morning to discuss with her the problem of the
increasing scale of imports into this country of synthetic
textiles from the United States, He was accompanied by the
Minister of State,

Mr. Nott told the Prime Minister that the increasing level

of imports of United States synthetic textiles had been a
growing problem for the last six months. Not only had demand
been falling off, but imports from developed countries, notably
the United States and FEurope, had been increasing. The implica-
tions for the domestic textile industry, particularly in Ulster,

- were obvious. Jobs would inevitably be lost. The Minister of
State had been spending much of his time dealing with people
affected by the situation.

Mr. Nott said that imports this year would be worth about
£700 million. ©Of this figure, imports to the value of £200

million would come from low-cost producers. Protection against
them had been substantially increased in recent months: some
90 per cent of these imports were now under restraint. The

other £500 million of imports came from the United States and
from Europe. There was particular difficulty with imports from
the United States. United States exporters were benefiting
from low feed stock prices, from the present relationship
between the dollar and the pound; and from new technology. The
latter factor was in fact the most important. The Americans
were at present better than us at producing synthetic fibres.
The feed stock problem was significant, but secondary.

Mr. Nott said that nonetheless action would have to be taken
on the feed stock problem. It would have to be taken through
the Community and not unilaterally. The timing would be critical
since there was a threat that the United States would impose

countervailing duties on Rolls Royce, on British Steel, and on
wool textiles. The Commission were being very helpiul. The
/ proposal

: s A& ; '
CRICRRIF S pr s goompy B
ARSI RR S S S i P 5 | { B & %

i Ry s e &y g LK

- i L -+
MR RS R Lear B N

: }" ,L B F:-'--'-;‘; 8

LS S

4
L
. TN

CA A~

7




8

B ot N . o ‘eTrRE @ OO
| bttt 1A
'. r::‘_;g‘;fa.»}mg..,..‘_
'+ iR 7l - x-
b i

A bE G

‘proposal under discussion (to be taken by the Council of Ministers
on 18 December) was that unless the United States was prepared

to take action under Article XXIII of the GATT, the Commission
should speak to the producers and request them to raise their

prices. If they refused, the Commission would impose duties under
Article XIX of the GATT (which deals with . disruption of the
market). The timing of such action would remain under British
control. If, as was possible, the United States were to impose

countervailing duties on British Steel on 1 January or on Italian
shoes later in the month, it would make action against their
synthetic textiles easier to defend. But even if the United States
did not take any action, the Commission would probably have to act
against the textiles by the end of January. ‘

The Prime Minister enquired which firms were principally hit
by the problem. Mr. Nott said that it was ICI, Courtaulds and
certain carpet firms. It was pointed out that limiting the import
of cheap United States fibres might damage the weaving trade.

Mr. Nott agreed but said that the Government would be forced to
take action because of the potential jcb loss in textile firms
and by the difficulty of defending inaction in the House. The
Prime Minister agreed that there was no choice but to pursue the
course of action he had described.

I am sending copies of this letter to the Private Secretaries
to the members of OD(E) and to Martin Vile (Cabinet Office).

' y Al VY ANDE =
Mn o D- B. ;‘\.a...s.....;'u’\i\ai..e&.a!\

Stuart Hampson, Esq., .-
Department of Trade.
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< cussions on this issue. She has

10 DOWNING STREET

From the Private Secretary

4 December 1979

The Prime Minister has seen your letter
to me of 28 November containing a progress .

report on the question of US synthetic textile
exports.

b

The Prime Minister remains unhappy about
the rate of progress in the Community's dis-

commented that
it seems as though it is always the UK which

has to suffer and which receives no help from
its Community partners.

I am sending copies of this letter to
Ian Ellison (Department of Industry),
Michael Richardson (Foreign and Commonwealth

Office) and Jim Buckley (Lord President's
Office).

"&

Miss Vivien Thackeray,
Department of Trade.
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Mr M Alexander /thﬁx
Private Secretary to >

The Prime Minister

No 10 Downing Street
331 s 3' November 1979
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In your letter of 7 November to Stuart Hampson you asked for a
progress report on the question of US synthetic textile exports
after the Foreign Affairs Council on November 20.

You explained that the Prime Minister had expressed surprise that
more progress had not been made. We have in fact been pressing the
Community very hard, on the matter since July and Mr Parkinson has
made it clear on more than one occasion thaf _we were not satisfied
with the rate of progress. However, despite this strong pressure
f¥om the UK, this has not been going as quickly as we would have
wished. There are two reasons. First, the question of the precise
extent of the price advantage US producers derive from their access
to cheap feedstocks is genuinely complex, and took a little time

to resolve. Second, the Commission are not enthusiastic about
taking measures which could have far-reaching consequences for
Community trade as a whole in order to deal with what is, so far,
very largely a UK problem.

Nevertheless the |fact-finding exercisqd is now effectively complete.
It shows a US final price advantage in the range of 10-20% for a

number of 1mportant products. And there is no doubt that imports

of some of these products into the UK have increased very rapidly
during 1979. Import penetration of polyester filament yarn, for
example, was 24% in the third quarter of this year, as compared
with 7% in the whole of 1978. The corresponding figure for nylon
filament was 11%, as compared with 6.4% in 1978. The Americans
(with whom the Commission have had preliminary discussions) agree
that there is some advantage from the differential pricing, but have
so far offered

Discussion in the November Council which my Secretary of State
attended took place against this background, and the Commission
proposed the opening of formal consultations with the US authorities
under Article XXIII of the GATT. They also (though this is really

a separate issue) proposed the imposition of anti-dumping duties on

US exports of acrylic staple fibrés. We welcomed these proposals.
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Opening of Article XXIII consultations will mark the formal move

e fact-finding to the political stage, and will put the Americans
firmly on notice that we expe offer a-solution. At the
same time it invites the Americans to proceed by agreement, as an
alternative to the Community's taking unilateral action against them.
It is important that we should take this road, both to minimise the
damage to our general trade relations with the United States and
also because we need to carry the Commission and the rest of the
Community with us - and for obvious reasons they too would much
prefer an agreed solution.

We need however to recognise that the Commission may well fail To
reach an agreed solution with the Americans, if only because the Us
anti-trust laws offer a serious obstable to the kind of voluntary
restraint arrangement we would like to see. We need also to ensure
that the Article XXIII consultations do not drag on indefinitely.
My Secretary of State therefore made it clear at the Council that
if these consultations did not offer a very early solution to the

problem then we must be ready at the December ! il to adopt alter-
native measures. These would moST IIKely take the form 61 imposition
by the Community of quantitative restrictions under Article XIX of
the GATT. But it is unlikely that we would in fact get agreement to
thi® as early as the December Council, and given the very plain
reluctance of other member states (none spoke in our support on
November 20) and the Commission there can be no guarantee that we
wouIa'%et it even at a Tatér date. We would then need to consider
the possibility of action by the UK alone (thiswould still need at
least the tacit agreement of the Commission and the rest of the
Community). But this is a course we would very much hope to avoid,
since it would isolate the UK from the rest of the Community and
almost certainly lead to US retaliation. Indeed, at a time when we
are also discussing the Protection of Trading Interests Bill, and
when the USA has so many other problems, it would be an_unfortunate
moment for the UK, as friends of America, to appear to be launching
an attack on her. For the moment, we feel that we must continue to

press for a Community solution, and should consider unilateral action
only as a very last resort.

Given the serious implications of any move to restrict trade with
the United States, we think it would be useful to have a discussion
with colleagues before the December Council, and this is being
arranged.

I am sending copies of this letter to the Private Secretary to SOS
Industry and the Lord Privy Seal and the Lord President.

S50 Sc}xcﬁjt*jyi

VIVIEN THACKERAY
(Private Secretary to the

Minister for Trade)




10 DOWNING STREET

From the Private Secretary 7 November 1979

P)ﬁm o lweh

United States Synthetic Textile hxports

You will wish to be aware that the Prime Mipister
is taking an interest in the work going on
in the Community on this subject. ©She has
seen an account of the discussion at the
Foreign Affairs Council on 29/30 October and
has expressed some surprise that more progress
has not been made. She would be grateful to
receive a progress report after the November
Foreign Affairs Council.

I am sending copies of this letter to
Paul Lever (Foreign and Commonwealth Office)
and Martin Vile (Cabinet Office).

o in

(ldact o S

Stuart Hampson, Esq-,
Department of Trade.




MR. VILE
CABINET OFFICE

EEC Commercial Policy

The Priwme Hinister has seen your
minute to me of 6 November on this subject,
and has read the enclosures. 1 have written
to the Department of Trade.

MICHAEL ALEXANDER

7 November 1979
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When the Prime Minister last saw Mr. Roy Jenkins she referred to two

2 The first was the Community's arrangements to restrict imports of
textiles about which the Prime Minister had read in '""Which?'. I attach a back-
ground note based on information obtained from the Department of Trade. I think
it is fair to say that the previous Government (with strong support from the
French) was most active in pressing the Commission to negotiate strict limits on
the imports of sensitive textiles from the low=-cost exporting countries,
especially from South East Asia and the Mediterranean area, The present
Government has supported the maintenance of these arrangements and the
Department of Trade in exploring the possibility of maintaining voluntary
quantitative limitations on exports by the applicant countries - Greece, Spain and
especially Portugal - after accession. We have however agreed to some
relaxation in the previous limits on imports from Malta and Cyprus.

518 Secondly, the Prime Minister referred to the unfair competition facing

United Kingdom manufacturers of synthetic textiles due to lower oil prices in the

USA. Mr. Jenkins promised to speak to Commissioner Davignon. The Prime
Minister may wish to have the attached note which reports on the latest discussion
in the Foreign Affairs Council on 29th/30th October. You may wish to let the
Department of Trade be aware of the Prime Minister's concern and call for a

report after the November Foreign Affairs Council,

YO

~

M.J. VILE

6th November, 1979




- IMPORTS

TEXTILES : THE MULTIFIBRE ARRANGEMENT (MFA) AND RESTRICTIONS ON LOW-COST

The first MFA ran from 1974 to 1977 and its successor runs until 31 December
1981. The United.Kingd:;—;;.a}Eg;g;; of the MFA through the EEC, which signed
on behalf of all Member States. The other parties to the Arrangement are

the other developed members of GATT and most textile supplying countries,

The Arrangement is based on a balance between export restrictions and guaranteed
jevels of access. Originally, these guarantees included an ammual growth rate
of 6 per cent but, when the MFA was renegotiated in 1977, "reasonable departures
in particular cases" were permitted; such "departures" have since becomé the rule
rather than the exception, at a rate lower than 6 per cent. In most cases,

the "reasonable departures" have been specified in formal bilateral agreements,
of which the EEC has now negotiated 26, covering around 70 per cent of the
United Kingdom's low-cost imports. All the agreements are based on a common
categorisation of products and a common base year; all allow for growth, though
the rates are low for the most sensitive products; all provide for unrestricted
products to become restricted if trade levels subsequently become dangerously

high., While individual supplier countries might -account for only a few per

cent of imports each, the real threat to EEC domestic industry was their

combined effect, and the Commission were therefore also given overall global

ceilings, for the 8 most sensitive categories, within which to fit the import

total of the quotas negotiated for each of the separate supplying countries.

The Mediterranean countries which have preferential trade agreements with the EEC

were not prepared to accept formal bilateral agreements and the Commission

nego%iated less formal voluntary restraint égreements with them. Where not

even this was possible, the Commission simply notified the governments concerned

of import levels below which safeguard action would not be taken. These i

arrangements were recognised as potentially the weakest link in the MFA

system and significant problems arose with a number of suppliers during 1976,

forcing the Community to take safeguard action to protect the global ceilings. 1
Nevertheless, the rate of growth in the value of United Kingdom imports from |

Mediterranean countries in 1978 exceeded that from any other group. The 3
all three %

most important Mediterranean suppliers are Spain, Greece and Portugal,



of whom are Ilikely to become full EEC members during the 1980s; we have begun
to prod the Community into trying to find a way of staging the ad justment

from voluntary restraint to genuinely free access, but the acceding states

can safely be expected to resist strongly the idea of any post—accession

restraints.

The textile and clothing industry is the third largest employer of labour in

the United Kingdom. The two sides of the indusiry have a highly developed

lobbying network to get their point of view over to the Government and the

many MPs with textile consiituencies. Both the MFA agreements and their
operation are closely monitored by the pressure groups and MPs alike. There

has been a marked contraction in the textile and clothing industry in the United

Kingdom and employment has fallen by over 140,000 since 1973. Low-cost imports,

together with significant productivity improvements, have contributed to this, |

while further rationalisation had been hampered by the lack of alternative

employment opportunities in the traditional textile areas, The essential elements

of Governmment policy towards the textile industry for some years have been to

provide resources for investment on the one hand and a more stable market

behind the protection of the MFA on the other. Its object has been to enable the

United Kingdom industry to make the sotial and economic adjustments to the

inevitable growth of low—cost imports at an acceptable pace.

The present MFA is due to end on 31 December 1981, though most of the bilateral

R —————— T

agreements under it in fact last until 31 December 1982. Although the current |
arrangements are nominally only temporary aids to adjustment by the developed |

countries, international trade in low—cost itextiles has been governed by

| o T ——

restrictive arrangements of some Sort for nearly 20 years and it is unlikely
that there will be complete liberalisation after 1982. While being careful
not to commit themselves to the renewal of the MFA in its present form, Ministers

have said that the Government sees the need for "orderly marketing arrangements™

RS T S IR T TSR

beyond 1981. We are unlikely to be the only members of the Community 1o see

such a need; nevertheless there is likely to be a disposition on the part of
EEEEETEEETEIT T I

the Commission and some Member States to be a good deal more generous than

T — = gy e

under the present MFA. .
M




UNITED STATES SYNTHETIC TEXTILE EXPORTS

Since 1973 it has become increasingly apparent that the growing divergence
between controlled US oil and gas prices and those applying in Western Europe,
as they affect petrochemicals feedstock, could distort competition in favour
of US producers. With world oil prices rising while US prices are kept down,
the advantage to US synthetic fibres textile producers is becoming significant.
Though a number of other influences, such as the Syi movement and the greater
output scale and higher efficiency of the US producers, may well be at work,
there is little doubt that artificial feedstock prices account to a significant
extent for the recent increasing inroads made by US exporters into the United
Kingdom (and to a lesser extent Itdian) market. A working party of Member
States, chaired by the Commission, was set up to examine the facts behind

the US competition and estimated at a meeting in September that the US price
controls gave a significant advantage — ranging from 10-20 per cent depending
on the product — to their producers. The increasing damage to the United
Kingdom industry is eroding confidence and could lead to major closures.

The already serious market position, to which US competition is contributing,
is already resulting in the loss of some 1100 jobs in Northern Ireland (ﬁhere

much of the United Kingdom fibre industry is situated).

In April, in the context of its discussion on the outcome of the GATT MTNs,

the Foreign Affairs Council agreed that if, overseas producers of synthetic

A e M TN % b . i e s v, R

fibres (and the Council had in mind US producers)htook ad%éntégenbf_artificial

differences in energy and feedstock prices to disrupt the Community markets

for textiles, appropriate action would be taken under GATT. In view of increasing

US import penetration, the Commission instituted anti—dumﬁing proceedings

in June 1979 and have had a series of discussions, still continuing, with the
Wy,

Americans and the Europeén fibre industry.

At the Foreign Affairs Council on 29/30 October, the Commission were at pains to

demonstrate that they were taking the difficulties in the synthetic textile

sector very seriously. They will be carrying out an on-—the-spot investigation
TN

in the US on 5 November and were working on the facts and figures, and on
possible remedies. The matter is due to be raised at the next EEC/US high
1é;;I_:;R§ﬁIT§%ions on 19/20 November. The Commission came under some pressure




from some Member States, including ourselves, to inject greater urgency

into the handling of the case. They pointed out, with some justice, that the
number of different factors affecting US performance meant that it was

important to try to isolate the effect of artificial feedstock prices; nevertheless,

they have undertaken to present Member States with options for decision at

the November Foreign Affairs Council.

The Italians have supported our pressure on the Commission, as have the French,
though the latter are not yet under such serious pressure., Other Member States— _

and to some extent probably the Commission — are more lukewarm about pursuing

the matter too forcefully on the grounds that the US performance is not
demonstrably accounted for by its feedstock advantages alone and, more
significantly, that if, as is likely, we do not secure voluntary restraint
by the Americans, they ‘do not relish the risk of the trade war with the
Americans which might result from unilateral GATT action by the Community.

We ourselves view that prospect with considerable misgivings.
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We have heard from ICI that their Chairman, Sir Maurice
Hodgson, 1s expected to see the Prime Minister at a lunch
next Monday, and that he is likely to raise on that occasion

~ the question of the impact on the UK market of cheap man-made
74Qquﬁiguna,products from the USA. In case this subject is raised,
T attach a short delensive brief for the Prime Minister's

use 1f necessary.
\/ Wre/g

PETER MASON
Private Secretary




IMPORTS OF MAN MADE FIBRE PRODUCTS FROM US

Background

There is growing concern about rapidly rising and disruptive imports of
certain synthetic fibre products from the US. These benefit from US

price control on their gas and oil ingredients whereas the UK and
Community producers depend on uncontrolled (and OPEC determined) al
prices. Par ticular concern is being felt in Northern Ireland: redundan
cies (Courtaulds, ICI) are being attributed partly to this problem.

A number of steps have been taken. In April, in the context of the MIN
tariff negotiations, the EEC Council said that it would take appropriate
measure under the GATT if world synthetic fibre producers took advantage
of artificial differences in energy and feedstock prices to disrupt,or

threaten to disrupt, the Community market for textiles.

I)UK Ministers have drawn attention to this growing concern at the Council

in July and September. hv-(. ) ld:(DWﬁﬂ
\r

The EEC Commission in consultation with Member States and the European
industry is examining the rgasons for the growth in imports with parti-
(ﬂ? cular reference to the extent of the US producers' advantages deriving
er"\tﬁE"EE§§f§8£%?EiEi_ A Commission team discussed the problem with

The Americans in Washington on 2 October, and in Brussels on 10 October,

when the Americans undertook to provide their own calculations of the
price benefit. Once the full facts have been established, the next
stage should be to consider what action, if any, should be taken.

LINE TO TAKE ‘-‘A~'L .

We are pressing hard within the Community for the whole question to be

dealt with as quickly as possible " in view of the situation which is

developing. -~ 4* = Wik ek — e
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POSSIBLE SUPPLEMENTARY

Q Does not the problem go wider than fibres, eg US imports of
synthetic fibre carpets are rising sharply, and petrochemicals generally
may be hit?

A Yes. The fibre problem is being looked at first by the Commission




but this does not rule out an examination later of the position in
relation to other textile and petrochemical products where US exporters
may gain a significant advantage and disrupt the EEC market as a

result of artificial energy and feedstock prices.







