We really live in a dichotomous world: Muyanja Ssenyonga
As the attention of the world community focuses on the spiraling petroleum prices that seem to gone feral, another development of no lesser importance, at least to  the developing world, is currently making  rounds in ‘town’. Yet the issue isn’t new. It all started some years back, during the GATT talks to be exact , the conclusion of which led to the birth of a new world trade organization, WTO. In its provisions on trade in textiles, members agreed to abandon the quota system mechanisms adopted some 30 years ago.  Quotas were imposed on textile exports of developing nations to developed nation markets. The protocol was called multiform arrangement. (MFA) It was an arrangement that favored the developing signatories as it ensured market access to developed nations, relatively high and stable prices as it reduced the impact of unregulated textile imports especially from  low-cost, new textile producers  such as India and China that were not signatories to the protocol, into industrialized markets. Benefits to industrial markets , by and large, went to retailers and local textile producers , as it ensured  higher than free market prices for textile products. The pressure to reform arrangement came from several sources.

Pressure from consumer groups begun to mount on politicians in developed nations to  ensure that  the main driver of trade policy was the promotion of   the interests of  developed nation interests rather than those of  developing nations, which the MFA protocol was purported to do. Of course, the rise to power of right wing, free-market enthusiasts in three of the G-7 nations. Bureaucratic inefficiency had plunged the US economy into massive bailouts in its banking industry leaving depositors insurance scheme in the  red,  state-owned enterprises were behemoths with ever rising costs of services and goods delivered, but with little in way of innovation, better revenues. In the United kingdom, protracted coal miners’ strikes coupled with poor performance of the state –owned enterprises such as the British Railways, had dented public support and confidence in left-wing labor government and its policies. The protection that the social-democratic government gave to workers did not only irritate employers, but was considered to be detrimental to the  long-term competitiveness of German enterprises, products and services. Doubtless, the fate of incumbent governments was not helped by snail’s pace world economic growth at the time.  Right wing regimes had been swept into power in the United States (Ronald Reagan), United Kingdom (Margaret Thatcher), Germany (Helmut Kohl), contributed much to the fervent zeal evident at the time to do away with the visible hand of the state, manifested in all manner of protectionism in the production and  marketing  goods and services(with the exception of intellectual property rights), and institute the power of the invisible hand, the forces of the market.   It is small wonder that countries deliberating in the Uruguay round of trade talks, found it imperative to take steps , that according to them, could rectify distortion s in world trade in textiles. The date of  rolling back the textile quotas was set for January 5, 2005. Accession rules oblige all members of WTO, whether they were signatories of MFA protocol or not, to abide by  all Uruguay round protocols.  It is now seven months , three weeks since the abandoning of   the quota system came into force. The rest is history. World trade, at least in textiles,  hasn’t  experienced a worse convulsion and louder clamors for a vault-face in policy in leading textile importers. The leading proponents of the policy have become vitriolic opponents of the same, quoting a more than expected upsurge in textile imports to press their side of the argument. The United States, according to  domestic textile producers’ data,  experienced a more than 58 % rise in textile imports from China, and similar claims have not taken long to characterize talks on trade issues coming from Mr. Mandelson, the  European Union trade commissioner. 
Complaints point to the potential danger that uncontrolled imports of China’s textiles will  have on their textile industries, in terms of competitiveness and  employment. Chinese imports are considered to be cheaper than local products, hence reduce the demand for local produce. The low cost of Chinese imports was  also attributed to the fixed peg of the Renmimbi to the US dollar, which was considered low.  Chinese textile exporters receive more money in Renmimbi from exports at the peg rate  than they would had the Renmimbi’s value against the US dollar  revised upwards.  

What is at stake is that if the claims of a rapid upsurge on textile imports are substantiated by facts on the ground,    the WTO protocols, under its safeguard provisions, allows    importing countries to impose import quotas to reduce the adverse effects such  imports may have on domestic economy.  Of course China is denying such allegations, invoking the tenets of the WTO as the basis of its arguments, that countries were given sufficient  time to prepare  their economies for the potential fallout  from  changes that  were likely to occur in the wake of  abandoning the quota system, clamors from developed nations were unfounded and blown out of proportion. However, in a show of a climb-down, rare in China’s stance on key issues, China agreed to unilaterally impose export quotas on certain products destined to the US and EU countries. In addition, talks between China and United States on one hand, and China and EU on the other have been ongoing to come up with a comprehensive deal on the issue. China has also revalued the value of its currency, a policy that should increase the cost of  its textile exports to consumers in developed nations. 

Nonetheless, the issue raises several   questions as to the efficacy of the WTO provisions, and the respective roles of developed and developing nations in the course of the WTO regime.

The first issue, how could the coterie of international trade experts and internal law pundits fail to  realize that the removal of quotas on textile exports would lead to the exact results we have witnessed over the past months and weeks since January , 2005? Surely, the level of product cost in China’s  textile Industry  hasn’t undergone too much of an unexpected leapfrog , that couldn’t be foreseen at the time the provision was initialed. If an oversight can occur in the MFA protocol, shouldn’t one also question the credence and ‘permanence’ of  other provisions embodied in all the protocols underlying the WTO? If the underlying issue of Chinese low cost textile products is the undervalued renmimbi, which should make exports cheap to consumers in importing nations,  why didn’t trade accession talks conducted between China and  WTO members  include the conditionality that China must either have to revalue its currency  or  adopt a flexible exchange regime, or both, prior to acceding to WTO membership?  

It is also noteworthy that the trade talks to resolve the textile imports surge issue, though held separately, they involve China on one hand, and United States and European Union, on the other. And the two million dollar question is :  Don’t developing countries have any stake in this issue , considering the immense size the textile Industry  contributes to national economies?  It is obvious that many developing countries have more to lose if the current level of textile trade continues as it has been since January 1, 2005. The loss is not only limited  to exports of textile products to developed markets, as their relatively high-cost fabrics give way to  cheaper Chinese imports, but  the very foundation of the textile industry is on ‘siege’ back home. Apparently textile products from China are not only cheap in the eyes of consumers in developed nations, but are even more so in the eyes of the not-so-picky cash-strapped developing nation consumers. Ask any textile producer, in any developing nation, from Istanbul to Taipei, from Tunis to Pretoria, from Panama city to Brasilia, all voice concerns about  a rapid upsurge in textile imports, which if left unhandled, threatens to send many firms into bankruptcy. The only surprise is, unlike the case in developed nations, such woes are yet to be reflected in official government trade policy, an attitude more often rooted in sheer political expediency than national-interest concerns. The way the issue is being  handled shows, more than ever, that we have a world of strong developed nations with strong clout to push issues to their national advantage on one hand, and the assortment of disparate, divided  developing nations bickering among themselves to the detrimental of collective advantage  There has never been a world where some nations do the dirty work while other nations’ just wait to pick the spoils. It is a world of taking as much you give, morally repugnant   though it may sound.  It is some chilling experience developing nations had better take cognizance of.
