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The study focuses on the possible impact of Multi-Fibre Arrangement (MFA) phase-
outon textile and clothing exports of India. To test this, it employs shin share analysis
technique using trade data from 1996 to 2006. The resultshows that MFA phase-
out has not provided signißcant export opportunities for the Indian textile and clothing
industry. Perhaps the effect of the quota regime has been so deeply rooted that trade
liberalization is yet to be mardfested in exports of textile products for India.

INTRODUCTION

The textile and clothing industry covers
a wide variety of products from hi-tech
synthetic yarns to woollen fahrics, cotton
hed linen to industrial filters, nappies to
high fashion goods.

The industry contributes to
employment in developed countries.
In the European Union (EU), for example,
the sector is dominated hy small and
medium-sized enterprises concentrated in
a number of regions that are highly
dependent on this sector. On the other
hand, developing countries have a natural
advantage in textile production due to
low labor costs. Textiles and clothing are
also among the sectors where developing
countries have the most to gain from
multilateral trade liberalization.

In order to protect the domestic
market from imports of developing
countries, the Multi-Fibre Arrangement
(MFA) was introduced by developed
countries in 1974. This arrangement,
as the name suggests, extended
restrictions on trade to wool and man-
made fibres in addition to cotton. The
MFA imposed quotas on the amount
developing countries could export to
developed countries which resulted in job
and export loss in developing countries.
MFA was not compatible with free trade
philosophy and violated the principles of
the multilateral system.

At the Uruguay Round of GATT,
it was decided to bring the textile trade
under the jurisdiction of the World Trade
Organization. For gradual dismantling of
quotas, the Agreement on Textiles and
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