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Pressure builds on
WTO nations to
reduce HK hopes

AFP, Geneva

Pressure was building among trading
nations on Tuesday to reduce their
aims for a crucial World Trade
Organisation conference in Hong
Kong in December because of ongoing
differences over a treaty to slash
barriers to international commerce.

The WTO's 148 members were
regrouping in Geneva to hear about
the outcome of an attempt by Brazil,
the European Union, India, Japan and
the United States to drive ahead
deadlocked global trade talks at a
meetingin London on Monday.

With just over a month to go before
the WTO's keynote ministerial confer-
ence, India's Commerce and Industry
Minister Kamal Nath -- who hosted the
London talks at his country's embassy
-- hinted Monday that the goals for
Hong Kong may have to be down-
graded.

Nath, who appeared to have the
backing of Brazil, insisted that this
would not affect the overall Doha
Round, which trading nations hope to
complete in 2006 in an attempt to
boostdeveloping countries.

Brazil's foreign minister told AFP as
he was leaving London that he

expected a decision to be made by the
WTO Director General Pascal Lamy in
GenevaonTuesday.

"That's something we'll have to
decide today, we'll make an evalua-
tion. But if that happened it doesn't
mean lowering the ambition of the
round," Amorim said.

"This decision will basically be
taken by Lamy, I think he'll make an
evaluation today," he added.

However, EU Trade Commissioner
Peter Mandelson urged countries to
pressahead.

"I'am not in the business of scaling
down ambition. If we do not deliver
ambitiously on the Doha Round as a
whole we risk losing or compromising
Dohas key development component.
That is not acceptable to Europe," he
saidin astatement.

Mandelson said he was "encour-
aged" by the signs that emerged from
the meeting of the five key WTO
powers -- which represent a broad
cross section of trade interests.

"Thave been warning for months of
the dangers of restricting our negotia-
tions to agriculture. We have now
broadened the discussions, without
losing sight of agricultures impor-
tance."
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78.4641 78.4996 EUR 75.6059 75.5807 75.5303
115.8188 115.8713 GBP 112.3070 112.2696 112.1947
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50.8719 50.8950 CHF 49.0816 49.0652 49.0325
8.3972 8.4010 SEK 7.5920 7.5895 7.5844
56.1805 56.2060 CAD 54.2474 54.2294 54.1932
8.5602 8.5641 HKD 8.3898 8.3870 8.3815
39.7121 39.7301 SGD 38.2091 38.1964 38.1709
18.1758 18.1841 AED 17.6078 17.6020 17.5902
17.7982 17.8063 SAR 17.2478 17.2420 17.2305
10.8183 10.8232 DKK 9.8503 9.8470 9.8404
223.2582 223.3617 KWD 222.2455 2221737 222.0302
Exchange rates of some currencies against US dollar

Indian rupee | Pak rupee Lankan rupee | Thaibaht Norkroner | NZdollar Malaysian ringgit
4577 59.67 101.86 41.050 6.6445 0.6765 3.78

EU sanctions on import of Chinese apparels:
Implications for Bangladesh

MUSTAFIZUR RAHMAN and
ASIF ANWAR

(CONTINUED FROM NOVEMBER 8)

The EU is confronted with an uncom-
fortable dilemma. One the one hand,
there is tremendous pressure from
the retailers, particularly small ones,
who cannot afford to go for alterna-
tive sourcing, at least in the short
term. The consumers would also
favour access to cheap, good quality
(Chinese) apparels. On the other
hand, the EU also would not like to
give a wrong signal to the Chinese to
the effect that it is ready to compro-
mise on decisions that it has made
only recently (with regard to quota on
Chinese export). The EU also has to
keep in mind the interests of the other
developing countries whose exports
were being seriously threatened by
the export surge from China. These
countries, under threat from increas-
ing Chinese competition, are putting
pressure on EU to stand firm on the
agreement.

However, facing growing pressure
from retailers and from China,
Brussels had to demonstrate some
flexibility as regards the quotas. China
appeared eager to see the EU expand
the June quotas, to at least allow
goods already shipped to enter
Europe. A total of 6 categories out of
10 covered by the agreement had
surpassed their quota allotment. The
Chinese negotiators were urgingto (a)
borrow “placement” from the next
year's quotas or (b) allow entrance of
the products that were ordered
on/before June 10, 2005. Such a move
would also bail out EU retailers who
have already paid for the imports and
save them costly storage and
reshipment expenses.

Even though EU Trade
Commissioner Peter Mandelson was
in favor of unblocking the goods from
the port there was a lot of horse-
trading. The question of how to deal
with the logjam divided EU member
states, roughly between southern
European countries whose manufac-
turers fear the flood of cheap imports,
and northern countries where retail-
ers want fresh stocks. Some five EU
states, including Italy, Spain and

Portugal, were at first reluctant to
allow the products into the bloc. In
the end a deal was reached in Brussels
to resolve the standoff. The political
accord struck by ambassadors of EU
member states in Brussels opened the
way for experts to work on the legal
document which would allow the
blocked clothes to be released by
customs. Under the deal struck in
Beijing between Mandelson and
Chinese Commerce Minister Bo Xilai,
the EU and China would share the
burden caused by the stockpiles.
About half of the estimated 80 million
textile products which were being
held up would enter the EU outside
the quotas, while the other half would
beadded to China's 2006 textile limit.

The resolution of the tension,
however, can not dissuade from the
conclusion that the deal remains 'a
short term fix to a long-term problem
and that better solutions were
required." The export quota for the
second half of the year (July-
December, 2005) have almost been
used up, and the decision 'to borrow'
from next year's quotas will put China
under increased pressure next year.
SECTION IV: EU-CHINA DISCORD
AND IMPLICATIONS FOR
BANGLADESH'S APPARELS
EXPORT TO THE EU
The EU quota on Chinese exports and
the way the recent confrontation was
resolved has important implications
for Bangladesh. For some of the
concerned categories, such as T-
shirts (category 4), pullovers (cate-
gory 5), men's trousers (category 6)
and blouses (category 7) on which
quotas on Chinese export has been
imposed are also major export items
of Bangladesh in the EU market
(Table 3). As the table bears out, major
exportable items of Bangladesh to the
EU during 2000-2004 were Jerseys
(HSC 6110), T-Shirts (HSC 6109) and
Suits (HSC 6203, HSC 6204), which
accounted for almost 78.0 percent of
the total apparels export to the EU.
Bangladesh's exports of many of
these items to the EU market have
been quiterobustinrecent years.

In FY 2005, export of apparels to
the EU, at USD 3.95 billion accounted
for 61.5 percent of Bangladesh's total

global apparels export. China contin-
ues to remain major competitor of
Bangladesh in EU member countries,
particularly in Germany, France, UK,
Italy, Belgium, Spain and
Netherlands. Till now both China and
Bangladesh has taken advantage of
the growing EU market (Table 3). As is
seen from annexure 3, table A particu-
larly with respect to knitwear items
such as T-shirts, pullovers and
Jerseys, Bangladesh has been able to
register significant growth in the EU
market (43.5% and 31.4% respec-
tively). However China's export was
even more robust (67.4% and 36.6%
respectively). To the contrary, itis also
to be noted that, in case of woven
items (table 4) indeed Bangladesh's
export to the EU has declined in FY
2005 compared to FY 2004.

Given the emerging situation,
Bangladesh will need to keep an

current deal may have for
Bangladesh's export to the EU
during the rest of 2005, and also in
2006 and beyond.

Ifthe EU import data is analysed, it
is found that at least four of the 10
categories on which quota has been
imposed on import from China, are
also important exports from
Bangladesh. These include: Category
4 -- T-shirts; Category 5 -- men's and
boy's and women's and girls jerseys
and pullovers, Category 6 -- men's or
boys: women's and girls' trousers;
Category 7 -- women's or girl's
blouses. Accordingly, the quota on
Chinese exports to the EU should
create enhanced market opportuni-
ties for Bangladesh, or at the least
should give Bangladesh some breath-
ing space. The recent events have
unnerved EU importers who will be
somewhat wary about sourcing all

Table 3: Bangladesh’s Export of Selected Items to the EU

EU market for these same products,
her opportunity as a major alternative
source of import of these items is
likely to give her some advantage over
the next years, during the time when
quotas will be in place on Chinese
exports (atleast till 2008).

It also needs to be borne in mind
that even within the same categories
the price levels vary quite signifi-
cantly, even at disaggregated 8-digit
level. This is indicative of wide vari-
ance in quality within the same
product group. Thus, as table A
(annexure 3) shows, for T-shirts the
average price of exports from
Bangladesh, even at disaggregated 8-
digit Category of 61091000 was USD
20.75/ton in 2004, whereas that of
China for the same year the average
price was USD 60.34. As Annexure 3
also bears out, though China and
Bangladesh competes in many

HSC Country | 2000 2003 2004 Annual Trend Growth
Rate (2000-2004)(%)
BD 431.29 928.03 125395 | 18.44
6110 | JERSEYS China 580.89 688.25 858.35 0.50
BD 548.45 755.37 1081.02 | 8.49
6109 | T-SHIRTS China 270.28 398.23 577.99 9.07
MENS OR BOYS’ SUITS BD 288.80 492.50 693.93 12.76
6203 China 414.43 565.09 744.15 5.86
WOMEN OR GIRLS’ SUITS BD 179.17 410.94 574.16 21.71
6204 China 987.73 154529 | 1929.93 | 9.11
MENS OR BOYS’ SHIRTS (EXCL BD 387.11 380.14 404.85 -7.14
6205 | KNITTED OR CROCHETED) China 155.35 201.45 262.63 3.82
MENS OR BOYS’ SHIRTS BD 112.90 128.82 144.86 -1.03
6105 China 88.50 83.88 80.73 -11.20
WOMEN’S OR GIRLS BLOUSES BD 45.16 67.42 75.28 3.07
6206 China 208.22 294.90 333.63 3.65
6104 | WOMEN’S OR GIRLS’ SUITS BD 28.66 40.41 53.36 8.98
China 329.69 414.31 494.88 2.34
6106 | WOMENS OR GIRLS’ BLOUSES BD 19.06 25.08 34.23 7.02
China 38.94 43.66 62.35 0.24
Source: Compiled from Annexure 3
Table 4: Bangladesh’s RMG Export to EU (FY 05 vs. FY 04)
FYO05 FY04 Growth (%)
Knit Woven RMG Knit Woven RMG Knit Woven RMG
EU(25) 2238.10 1707.56 | 3945.65 | 1788.09 1878.27 | 3666.36 | 25.17 | 9.09 7.62
Total Global 2819.47 3598.21 | 6417.68 | 2148.02 3538.07 | 5686.09 | 31.26 | 1.70 12.87
Apparel Export
Share of EU 79.38 47.46 61.48 83.24 53.09 64.48
Market in Global
Export(%)

Source: EPB Trade Statistics

watchful eye on what is happening
with the Chinese quota in the EU
market, and what implications the

apparels from China even when they
find these competitive. Since
Bangladesh is a major supplier in the

common categories of apparels,
average prices would indicate that
Bangladesh has concentrated more

on low-price segment of the demand
curve, whilst China has concentrated
onthe medium-price segment.
SECTION V: CONCLUDING
REMARKS

The above analysis has two policy
implications. Firstly, for export of
items where Bangladesh has
revealed comparative advantage in
the EU, particularly in the knitwear
sector, the threat of market displace-
ment by China is not immediate,
since Bangladesh appears to enjoy
relative price advantage over
Chinese goods. Secondly, since there
will be quotas in place on China, and
it is known on which particular
categories, Bangladesh should be
able to take advantage of the situa-
tion. The emerging scenario should
also induce Bangladesh's knitwear
producers to try and move up-
market and capture a segment of the
EU market through intra-knitwear
export-diversification. Accordingly,
market intelligence, increased
contact with major buying houses
catering to the EU market, and more
emphasis on fashion and design in
the knitwear should be given due
urgency to enable our producers to
take advantage of the emerging
scenario in the expanding EU mar-
ket. Signs of substantial new invest-
ments in Bangladesh's knitwear and
sweater sectors are already visible.
This needs to be supported through
continuation of the support for
backward linkage and renewed
supportin several areas. For facilitat-
ing forward linkages marketing
support and activating commercial
sections in Bangladesh's embassies
is essential. Environmental con-
cerns need also be addressed.
Producers will need to give more
attention to productivity-enhances
factors. A medium term policy to
enter into the mid-level fashion and
design segment of the market is
becoming increasingly important to
take advantage of the emerging
opportunities.

CONCLUDED

(Mustafizur Rahman, research director of CPD
AsifAnwar, research associate of CPD)
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