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IBADE POLICY — IMPORT CONTROLS
[ A Paper by Mr. Higgine 7

Pressure fyr the UK to introduss lmport controis hes btesn
building up steadily for some time.

Thio presoure ¢omes from two direotionm, Firet, o group of
sconpmista’ « generally kmewn a8 “The Cambridge Naw Schogi™,
alihough the facee have long been familiar, - has been
advooating import cortrols as a general solutior to our econcmic
FroRlema. Seomd%{} trade unionists and othere in loular
industries - nota those where sxcessive wage o have
made them uncompetitive ccmpered with producers in other
countries ~ are seeking protectlon &3 & means of avolding
consequent unemployment.

In additlon "dQumping® of exports by other ccuntriss has
become en increasing protlem, in part becauss of the world
rsceesion, in part becauae o} tho diffioulty of defining *adwnping®
when the gocds come from the USSE end other Communist countries.

This Paper i designed to define our atiitude in these
clrcumstances sg that If the Government seems likely to sucoumb
to the combinaticn of academls ond treds union pressure we can
react mensibly.

General Controla

"The Cambridge New Schoolts" argument is compiex and soph—
istioated. (Rewearch DepAriment have a meleotion of srtiocles
for those who wieh to examine it in detail),

I myself fird it wholly wnconvinoing, although in a recent
letter to "The Timas" Professor Lord Kahn mnd ciker distinguished
econamlste appeared to be converta, In faot their letter
out the mub ¢f the question. Thse case for general import controls
reats on the gesumphien thet the Governitent will sucase
introducing an eilective prices and incomes policy and 4 sxzoess
demand .

But inoreassd production for British industry would iteeif
maka it more diffioult te prevent exceesive wage olaims, We
should beoccme less end less competitive and the introduction of
impoxrt controls would meraly put off the day of reokoning,

In eddition there ie the obvious danger of-retaliation and
wideepread adoption of begger my neighbour policies.

I tharefors rocommend that, if the Govermment attempts to
intreduce inoresssd IMport coutiols of whatever sort we should
oppoee them. A seige economy is aurely inconsistent with
Conasrvative Principles.
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Zuport Controls on Specifis Products

The other danger is thay the Gov 5 will be p ded to
glve proteciion to particular industries, Peter Shors's recent
stetementa in the House suggest he 1@ move open to persuasion on
this than he hag been. The problemm can beah be Analyeed by taldng
the two obvicus exampdes, motor-care and textiles,

Ehe Awtomobile Induatry

Civen the piete of the British car industry, =xcessive wage
claime, sirikes, restriotive practices and Goverrment involvemant
in Bribish Leyland, it is not surprising protectionist pressures
are increasing. But olearly met to protect our domssatie
car market would precipitate re: tion., If the Government risk
this I am sure we sheuld cppose them,

4 more likely outcome Ls thet they will be persuaded to $ake
action ggainst "dumping®. The cruolal problem is to dietingutsh
"cheap importe™ from “unfalr ccmpetitlien®.

Tifficultios of defindng “dumping® praesent the Jovernment and
Opposition with differont proeblemds I recommend the besic free
trade stance outlined above should be cOMGLNGd with support for
action againat “genuine dumping®, . But if there is doubt about
whether the dumping is gen“&ine, for exampla, in the case of Japaness
¢ars, we may appear to be going along with & protectionist pelicy.
Omee” on this elippery slope it would be more difficult for us to
take & clear stend egainet further import controla.

Conversely, it may be the Government will be reluctant 4o take
action againat aumping when they shoulds. Russien cars, Fia

dgeigns bullt under licence, are currently heihg impurﬁed from

the Eastern block &nd selling for about two—thirde of the price of
the comparable Flat, Similar problems arise with other goods

but the Government, committed %o tore trede with Communist ocountries
1 evidently reluctant to take metion., I Yecommend we should press
for clearer more effeotive definition of “TUEPAIDZ™ of goods

prodused in Commnint countries.

Ihe Textile Industry

8o far the Government has resisted appeals from the textile
induatry for further protection, T believe this ie right bub
agai;;i they are being too lenient on goods "dumped” from Communist
ooun B8, -

The dilemma 1s that the Multifibre Agreement with the EEC
which should result in our Buropean pariners “burden e
the curious sense that thelir consurere get more cheap textile
produote) will not come into effeot for some tims and if we
mebnvwhile increase protectionm for cur own %extils industry the
MPA 18 likely to break down.
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In addition further protecticon for en industry alresdy
heavily protected by tarifis and quotas is likely to preoipisate
retaliation e.4. Agalnet our submtentisl woollen exports to Japan.

"Poxtiles® in £a0t oovers a number of Aifferent industries
and the “ootton® problem i not the same sa the “wool® problem.
Bul there are lota of votes invelved ir each smctor,

Zhere i 8 denger that if we treat textEles & & special
case this will wmdermine our basic free trade posture. For the
moment ihe Prime Minleter's atatement of 23rd May hae made it
olear the Fovernment proposs %o give help by fimancial measures
Tother than inoreesed import ocntrola. But, perso ;rwﬁ.dad
an initiative ocomen from the Govermnent sidb I would not Tee
bound to oppose a tampos arvengenent designed to bridge the
time between now e B of the XPFA.

U Jummery
Te summayise I recommends:

1. We should strengly oppose goneral move towards
protggt.tunim in the form of quotas, port depcsits, or higher
tariffa,

2, We should alsc encourege competition and strongly opposs
protectlon for any particular industry but press for a claarer
definltien of ™ 6Rd mors rapld aotion against it, pavtiowlarly
&8 far es imports from Qommuniet occuntries ars ooncerned, - We should
not support action againgt “dumping® if this appears puapect and
aimed at "“cheap" imports rather than ™unfair® compatition.

.. 3+ We should not oppose & Government initiative for trans-
itionel protection for the texiile induetry until the MPA is
operative gmig# we are sure this will net extend beyond the
introducticn o: e MFA.

4. In the longer term as part of our oversll econemic pollicy
Bhouléd be to achieve further veductions in tariff end nonetariff .
:a.z-r.u?l-' within the ER0 and aa far &s the common external terifs

8 conuiraed,
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