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Conservative Research Department

24, Old Queen Street, London SW1H SHX Talephone 01-930 1471

Chalrman:  ANGUS MAUDE, TD, MP Conpulnt Dirmcter: JAMES DOUGLAS, ORE

Dirsctor:  CHRISTOPHER PATTEN Dwpucy Dirsctar: DAVID DEAR, CBE

MRS. THATCHER

I enclose & paper on import controls by Terence Higgins
which, as you will see from the formal covering note, has
also been sent to Sir Kelth Joseph and the “economic
Shadows™, It was not possible to put this paper on the
Shadow Cabinet agenda today because Terence Higgins, as I

think you may know, las an (obviously) important meeting with
the textile Industry.

If it proves necessary to hold a meeting of the economic
Shadows (or a wider weeting) to discuss any Government pre-
Chrfstmas economic packaﬁe, I imagine you will want this
paper on the table,

CHRIS PATTEN
10th December, 15975
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MRS, THATCHER

I atrach a paper on import contrels by Mr, Higgins,
He would be grateful for any comments you may have.

Perhaps you could let me know tf you would like this
paper put on the agenda for the Shadow Cabinet meeting on
17th December,

CHRIS PATTEN
10th December, 1975 .

c.¢. The Rt. Hon. Sir Keith Joseph Bt. M.P.
The Rt, Hom. Sir Geoffrey Howe Q.C. M,P.
The Rt. Hon, James Prior M,P.
Michael Heseltine Esq. M.P.
Mrs, Sally Oppenheim M.P,
John Nott Esq. M.FP.
David Howell Esg. M.P.




IMPORT CONTROLS /

(4 Paper by Mr, Terence Higrins MP)

Slnce colleagues agreed Wy paper on import controls of
25th June, 1975, pressures on the Government from the Trade Unicns
and Labour Party have greamtly increased, Thelr demanda are no
lenger for action againgt "dumping™ but for widespread protection,

Oyr ‘policy has been to embine oppogition to any restraint
on falr competition with support for faster, more effective action
against "dumpingh.

I am convinced this ia pight. Inport controls (other than
on "dumped® geooda) would:

1) Invife retaliation. Protectibnist pregsures overseas are great,
and there 1s.a resl danger of a irade war with "beggar my neighbourh
policy 'cu:ning the ‘present warld .depression into o slunp.

' 2} Reduce consumer cholge and make infletion worse; imported gooda
havi exerted a downward pressure on prices and inflationary wege
claima.

3) Not provide 'a breathing space® in which Britlsh industry was
reganerated; but meduce corpetition and lead to degenerstion.
Eventuelly incressing costs would create the umierployment which
rrofectionists assert they are seeking to cure.

4)' Take ug a pignificant s't'.ép cleeer to a soclalist slege economy.

It seema likely the Government statement on import controls,
forophadowed st Budiness queations, will attempt to reduce Trade
Union and Labour Party pressures for widespread controls by the
introduetion of "eelective! Wemporary" controls. Recent
Mindsterlal Speeches have failled to make clear whether such cction
is only to be taken againgt "dumped" goods. They have inplied it
will be wider than this.. . .

We need to deeide how to react both in gemeral and in apecific
cased to any Government steteuent. In general, I recommend we
should not chenpe our presenmt position, but press strongly for
faster, effective measures against "dunping®,

The Government's attempt to introduce a new clasg of protec-
tion for industries which are viable when trade is good bub not
when 1t is depressed,. cannot be Justified, There i3 never o
problenw reslsting protectionist pressures in a boom. The whole
point of GATT is to prevent increased import econtrols fronm endanger-
ing trade further when it 1s depressed and turning a depresalon
inte a slump.

‘Even if.the Government hos succeedéd in géttin- EEC/US egree—
tent to limited neasures at, or followinm, Rruibouillet se that the
derser of iumedinte retzlintion is renoved r such notion 1a bound
to jJeopardise the sucoess of the present round of nultilatersl
tr;ugg nepgotiations,y Objections 2 to 4 above would nlgo remoin
valid, .

Detailed implications. for apecific industries and ¥ recon-
L.e tiore are set out in the mppendices. They cover the nain
sensltive itens: textiles and clothing, footweer, motorears and
televieion tubes.




Import Controls — GATT Repulations

The General Agreement contains at lemst nine safeguard
clauses, the most relevant being Article 19 on "energency acticn
on certein imports®. It outhorises emergency import-restricting
measures on the conditiona that:

a) actual or threatened injury to dorestic industries, due tc
unforeseen developments and to.the effect of obligations under the
GATT, is shown, : - .

-b) the countries concerned consult each other, ond

¢) the import restraints are imposed~in a non-diseriminatory
fashion.

Mogt of the numercus import restrainte imposed in various
countries over the last decade for the purpose of preotecting
industries against injurious externel competition ~ the very
rurpose for which firticle 19 in the GATT trenty was ordginally

- lntendrd ~ were impoaed elther under the more permissive
Arranpgement Kegarding Internationsl Trade in Cotton Textlles or
without any GATT approval at all, Advocates of import contrals
have argued that in these cases they have not provoked retaliation,
But the controls have been either of ghort duration or imposed by
less significant treding nations than the UK,

Once import controls avre justified under the GATT, there ig
no machinery for enforcing their removal when conditions change.
Apparently contrele may endure as long as they are necespary to
prevent or remedy Injury to indumtry.

A cle 1% alse refers to Many product being Imported in such
inereesed quantities .... as to cause or threaten sericus injury'.

8 iz & sine qua non in the Justification of protection. In
Jan-Sept 1975 totel Imports of textiles were down by 3.4% in cash
terms, of radios by 5.3%% end 1n the case of T.V. tubes the industry's
figures show that penetration levels at 52% on the first half of
this year were well dewn on the 1975 lével of 65%. In these arcas
the Government could not justify actlon umder the GATT, Mlothing
inports in the first nine months of 1975 over the same peried of
1974 frog all countries are up 16,19 . Trem Hon~ KonT the increase
s 12.8%; from Kores 60%,9% in nioney ternms.’ .hile Iabour could not
"legally" proceed against textiles 25 & whole, it could select
certain fields for "legitimate" bridging action under GATT and
could certainly knock together a ease for action on clothing. It
seens likely that this is the course of eetion that the Sovernment
will take.

Artiecle 12 of the GATP?, the other nmain safeguard clause, permits,
under eertain circumstances, protrotive measures to defend & nation's
balance of paymente arainst damagr by imports. Dut Britain's hon-
oll trading belance has not of late been in serious erough condition
to warrant invoking this article and the Government does not appear
inelined to do so. .

Even action within the GATT mey provoke retaliation if the
country against which action is taken feels that insufficient
consuliation has taken place. They can then retaliate in
diseriminatory fachion to the extent of the injury sustained. This
retaliation can be ngaingt whatever preducts, the Injured country
selects. Tt appears ¥r. Wilson faces difficultles from the IMF
and our trading partoers in Europe and Americn who feel they have
been consulted inedequately about ths proapect of inpert controls
and certainly less fully then- he .claimed after Rambouillet,
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Quotas, Teriffs or Imrort Deposits

A Bill is only required for import deposits. Tariffs or quotas
could be enforced by order. The Labour Governnent of 1964-70
introduced import surcharges in the periocd 1964-66, and in
Novenbar 1968 Introduged the Gustoms (Import Deposit) Aot 1968,
which imposed an import deposit sgheme which lapsed in 1970. Both
experinents, in particular the surcharge, were rarkedly unsuccessful.
glifl(}nvenment is neot likely to be enthusiastic about another such

Oppertunity to debate guotas or tariffs could only arise on
. statutory instrunents but no doubt we could press for extra time
to debate such measures.

i

Under Artlcle 13§ of -the Treaty of Accespion the UK nust
apply to the ormission . for- authorisation for emergency rrotect=
ive measures against imports,. The Commissien's duty is then to
"Jetermine without delay the protective weapures which 1t conslders
neclasary. e

Britain would not have to.prove that dan&'.((e to a sector of
industry was caused ess &-result of Jolning the Cormon Market, or
even thot the damage wae caused by THO nembers, but she would need
Comaiesion approvel. The Governnent eprears to have kept the
Cormiesion informed of ite plans, but opposition amoug our parsners
to any import control measures has been Increasin;;. If there were
a disagreement betwsen member natlons the iseue would be decided
&t the Turopean Court, but 1t arpeares likely that the Commission
might concede certaln controls-under stringent conditions and tine
linits. This line would probably be accertable to the IMF which
would insiet on siriilar strict conditions in the event of any
congesgion on inport contrels. -



Appendix 1

Textiles and Clothing

This ia the most difficult case. It is important te
dietinguish between cotton and synthetice on one hand and wool on
the other. Action on cotton and synthetics could have adverse
repercusslons on wool exports, UK import restriction on finighed
products could reduce exports of £ibre and cloth, The size of the
cotton and synthetics industry is for smaller than 1t was 20 years
ago. It has long been highly protected both by quotas snd fariffs.
Despite rationalisation and heavy inveatment it is atill not
competitive when trade is derressed,

The contirued negotiation of the multifibre agreements under
which other countries will take more cheap imports and exporting
countries will agree to self=-limitation of exports should help UK
industry. At the end of Fovember the EEC wag condueting negotiations
with South Korea, Brazil, Mexico, Columbie and Japan; apgreements
were awalting signature with Hong Kong, Slngapore, Malaysia and
Maeao; preperatory movees towards agreetlents with Yugoslavia, Rumenia,
Hungary and Poland were being rade, Talwan, which no longer haa
official relaticns with the EEC, i1 subject to aubenomous EEC
restrictions.

1875 has seen a drop in fibre importe, reflecting the reduced
level of activity in The textile industry. TImports of textile yarn
end fabriecs have also fallen away, The valug of exports has
declined gven more than imnorts. Exports of continuous filanent
yarn have failed to approach the record levels of Jan-June 1574
and corpet exports are nerkedly devwn, Reduetlons in ilports of
cotton yarn and cloth both in value and quantity were offset by
Incresses in imperts o¢f woollen and men-made woven fabrics and
Imitted fabrics,

The multifibres agreement can have a beneficial effect throug)
the legltinately nesotiated restriction of inports. We have
su-ported 1t and the wntnued surveillance of textile imports.

If the Government intreduces additional restrictions unileter-—
ally they could endanger the multifibres agreements. But demands
from the British textlle and clothing industries for protection
apainst real or lmagined foreimn "dumping" have been widespread,
partiewlerly from manufacturers of certaln finished articles of
clothing.

T recormend that we should not surpert further centrnls on
textiles. I seck ny colleagues' agresment to this line, plus 2
demand fer a full Governnent enquiry into the alleged "dumping" of
textiles. The alternative would be not to oppose the Government
1f they only take action egainst certein textile imports which is
i) within GATT i1) with the agreement of our tradin~ partners and
iil) shown to involve serious injury to the industry. Wiether
they can do this without destroying the multifibre agreement is
very doubtful.



Appendix 2

Footwear

The footweor industyy which has seen soms 8,000 jJobs disappear
in the last year 1z also very anxicus about forelsn penetration
levels., In volume terms imports have Inerensed from 347 of the
merket in 1974 te just-under 407 in the early part of 1575.

{Jan-Sept) - £1000 Exports Tmports

1973 . ‘ 24,407 62,272

1974 34,304 84,682 .
1975 : 37,152 94,337

The industry hes for a yeer been pressing for shert term
controls and desires 2 blanket quota system. Reports indicate
that the Government may demend pre-entry licensins under which
importers must produce evidence of crders recelved. This iz a
purely theoretical control on importa whose effects are peycholog-
Ical; this should not provokr our oppositicr. Iarge scale controls
might again affegt. our exports which though fsr behind cur import
levels have been increasing at a similar rate.

Here again we could eall vigorously for investigations into
"durping®. In particular we should prese for Government investis—
ations into the Increcsed iuports from Comnunist countries;
although fotol Inrerts have declined somewhat this yeor in
vg%:.me terns they are well up on 4973 and up on money terme on
1974,

I recommend we should teke the w-line aa that proposed fer

textiles. -
I&M
v
LV_ .




Appendix 2

Motor cars

The SMMT have expresased themselves opzosed to the idea of
extensive import controls. Thehr an-ti—dumpE £ application

against Japan 1a proving éifficult to substantiate. Care are the
weakest ‘point in s motor sector ctherwise healthy ir trade terms.
Imports in the firast 10 months of 1975 are wp to 2425.4 million
en inerenge of over 45 an 1974 in money terms. Exrorts et
£406.8 million were up over 157 on 1974. Imports frow Japan in
the first nine months more then doubled over 1974,

Inport controels on cars clearly cannot be diverced fror the
Leylond and Chrysler Igaues, - But their problems are certzinly not
ilikely to be solved by reducing cempetition, siven the effect of
this on woye levels and costs. Mereover, Leyland's recent problems
have been caused by lack of cars rather than lack of snles.  Impor
controls would not help and could well endanser Leyland's important
export rarket.. In the Uriited Stotes, in particular, there hns been
much evidence of o desire to control car imports.

T pegormend we ehould net suppert Import controls on cars but
colleagued wWill want to conslder this in the light of broader
consilderations on Ieyland and Chrysler.




Appendlx 4

I.¥. Tubes

The main firms invelved support the prinecirle of free trade
ut in antieipation of Inereased imports Feel +$hat some action is
necessary to check further Japanesec nenetration.

The market iz depressed as a rrsult of 255 VAT =nd astricter
hire purchase terms. Home market deliveries are dewn 29¢% on leat
year. 4 Department of Trade investization into alleged "dumping”
this year was Inconcluelve, buj import surveillance is being
maintalned. Phe industry wishes any import quotas to be extended
to colour sets to avoid evmsion of tube quotas. The companies have
& real fear of retaliastion if the Governnent does not handle the
ratter with delicacy.

Ap the import share of the UK market in the firet six momths
of 1975 (51.7%) was well down on the 1974 fipure (65.3%), there is
1little prima facie justification for a cledm for proteetion and
inposition of controls would be e major breach of GATT regulations.

T regommend we should oppose import controls on television
tubes and rress for & more intensive Goverpment investigation inte
"dumping", I—



his is a paper
I uill: eventually -
ome’ to Shadow. | you
" have gut time Mr Biggihs
= would 14k !your- vieus
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