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PHASING OUT OF MFA

‘The completion of the fourth stage o
1,2005, will be the most significant
rade regime for textiles since the MFA forty years ago.
The firstthree stages of the ATC in 1994, 1998 and 200;
i faledt

lett
achieve a commercially meaningful iberalization of trade
i textiles and clothing. The ATC was in two parts: the
progressive integration of products into the GATT 1994

rogressive increase of quotas for products that
remained under the ATC following each stage. The first
part was diluted by including items in the agreement that

the MFA,

the basis from which liberalization was calculated. The
ATC also measured integration by volume rather than
value, thus allowing quota imposing countries to
effectively backload the process and delay liberalization.
Regarding the second part of ATC, quota growth rates.
were applied to increases in the annual quota inerease
MFA. Asaresult,

aggregate increase of the quotas over the 10-year ATC
period were just 17.8 per cent in the EU and 25 per cent in
the United States, compared to what they would have been
with the continuation of the MFA. As a result, progress
has been very limited both in the integration process and
improved market access.

FACTORS INFLUENCING
TRADE FLOWS ON
THE EVE OF END OF MFA

Firs, trade in textiles and elothing, despite the
integration of 51% of items by volume, is s#il largely
subject to binding quotas. The MFA exempted trade i
these products from two fundamental principles of the
‘GATT. One, itallowedtheuse of quantitative rstrictions
rather than tariffs and secondly it allowed restrictions to
be country specific and discriminatory, in contrast o the
MEN principle of equal treatment. As a result trade in
textiles and clothing has been excessively distorted, and
cor

Trade in fextiles cost competiion
i main_ factors determining
°;‘:s‘|i‘::""::' trade flows. The sudden end
oo of the quota system will
integration of  naurally impact trade flows
51% of items by in, as yet, an undetermined
volume, is still  manner.
largely subject  Sccondly, the MFA and the.
1o binding 3
quotas

clothing are subject o each
importing countries' standard MFN tariff raies

amangements. in_ force.
For example, NAFTA
between the USA,
Mexico and Canada;
the United States
under the Trade

Development_Act
(USTDA) 2000,

certain
eligibility criteria, to
48 countries in Affica

origin diminish the value of the
Act. Similarly, the EU's Everything
But Ams (EBA) program provids



Vertical
specialization is an
important feature of
the new worldwide
industrial structure

in textiles

§  tarifl-froc and quota-free access to the EL
for any LDC exports which mect certain
rules of origin criteria. The EU has FTAs
with a pumber of Central and East

‘ European countries, some of which became

EU members in May 2004, Since the ATC
has no impact on import tariffs for textiles
and garments, tariffs will therefore become
the main policy instrument fo regulate

beginning in 2005,

a
clothing industrics. |
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driven by demand pull forces, which means
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ing”, requiring low

inventorics and quick responses to supply

erders, have had a substantial influcnce on
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on is an important
f ew worldwide industrial
atextiles. Inputs embodied in the
t cross customs borders a few

final prod
times, making trade very sensitive 1o the

¥ level. Hence after the phasing out of
tarifY rates and the
of countries will be
i determinants of
competitiveness. Second, time to milrket is
important and increasingly so, particularly
in the fashion clothing sector and where
reuiling has adopted lean inventory
management procedures.

In view of these considerations, post-
ATC, countries close to the major markets
are likely to be less affected by competition
from low cost producers like India,
Pakistan and China. For instance, Mexico,
the Caribbean, Eastern Europe and North
Affica are thercfore likely fo remain
important exporiers to the US and EU, and
possibly maintain their market shares. This
is even more likely given the preferential
access they have to the markets through
regional trade agreements. Thus, having a
common border with the importer and
fiacing low or zero tariffs will continue to
have substantial impact on bilateral trade.
The countries that are most likely to lose
market shares are these locaied far from the
major markets and which currently enjoy
either tarifY and quotadfiee access to the
United States and EU markets, o which
bave had non-binding quotas. These
countries will undoubtedly face adjustment
challenges. Also local producers in EU, the
United States and Canada are likely'to lose
market sharcs. These producers have
enjoyed more than 40 years of “temporary”
protection, but now face a longeterm

structural decline.
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Dr. Ansaya Raiban. Rsestch fllow st Centes fo Plicy Dilogue, Dhaka xplored some
and

common ground for SAARC countries with Bangladesh as an LDC to
collaboration. Bangladesh as an LDC is enjoying duty free and quot
C

and that is the advantage of Bangladesh from other

untries like India, Pakistan and so one

‘option might be to explore this preferential treatment through regional culmination by importing the

raw

or. To reduce the

that the rules of origin in EU market has been considered 1o be relaxed for the LDC

aterials from the neighboring countries and as mentioned carlier that the lead time is a major

time, whether second option should be considered that there might be

some investment in the couniry in the backward linkage and then the preferential treatment can be
l;

two options can
ind as we know
nd the

provision is that if an LDC notify the EU, the EU will consider the relaxation of the rule of origin,
particularly in the textile and clothing arca, so that can be alsa explored by the countries in the

region,

M3 Huma Fakhar, trade Lawyer from Lahore

Mr Siddhartha Rajagopal, Exccutive Director,
Cotton Textiles Export Promotion of India, Mumbai
phasized on Need for a dynamic
strategy, such a strategy should aim af creating a
common South Asian hub. He had few suggestions
which he shared with symposium. These include,
evaluation of the policies relating to textiles and
clothing in the member countries, developing a
common understanding on the various issucs
emerging from globalization, identifying arcas of
greater cooperation and trading opportunities after
making a careful cost benefit analysis. Assessing the
supply~demand situation in cach member country for
selecting products in order (0 identify export potential
and import requirements and bench-marking the
nfﬂch

et i acoe v o i dica s ol and
s an area where not just China but Italy, Germany
and others are also looking forward for import.

medhar S e different stages of production in

i
production centers.




SYMPOSIUM RECOMMENDATIONS

Symposiam eded t posiive noe st most iy, workl markt devlopmens suggest hat al couiris i the
SAARC region could mutually benefit from a regional trade agreemen over completc liberalizaion of trade in textiles if ot
gaments otake advaniageo h vertclnegration benef n producionof atments o xportto he EU nd U ke
Afterallthese arethe biggest importing markets, and thir share in world impors has grown, and the main bencfit of ATC has
yettocome and it willbe most significantin garments.
‘The fact i that South Asia with its huge raw material base and manufacturing capacity has immense
Mmmmqmmhlhmbmmbu-hmdnnh through a combination o
‘measures and result oriented quick industry nitatives o increase productivi

SAARC CHAMBER OF comncn & INDUSTRY

Hoiee & 5, Sieat $50. i m(m) mmmuruwzs‘ 2281390
-mail: info@saarcchamber weww saarcchamber com



	1
	2
	3
	4
	5
	6

