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Beyond Eternity: 

What Will Happen when the ATC Gives Way to 

MFN Principles beyond 2004?

I. Introduction and Overview

There can be little doubt that the Agreement on Textiles and Clothing (ATC) is perceived by many as being one of the major achievements of the Uruguay Round (UR).  It was "no small accomplishment" as succinctly noted in Raffaelli's and Jenkins's study on the drafting history of the ATC (p. ix).  For sure it has almost been an eternity in coming, given that at the very beginning textile and clothing production appeared to have been in the hands of a monopolist.
  But is it truly worth the paper it is printed on?  Will that bewitching date of 31 Dec. 2004, on which the Multi-Fiber Arrangement (MFA) must come to an end and which – according to the text of the ATC – cannot be extended, prove to be the start of a new era in trade with T&C products being subjected to the same overriding conditions as all other industrial products?

If the above does hold true, then countries around the world could finally profit from T&C trade flows generated by an efficient utilization of their factors of production, rather than by some whimsical, irrational or spurious allocation of T&C quotas put into place by industrialized countries.  Unfortunately the pattern of quota liberalization revealed so far does not bespeak of an approach aimed at ensuring that by the year 2005 trade in T&C products will be fully under MFN treatment.  This paper will attempt to portray where we are now in trying to get beyond eternity. It will start with a brief overview of the state of liberalization of T&C trade.  It then looks at what the world might be like when quotas are removed and China has joined the WTO, before turning to how one particularly poor country, Bangladesh, fared under the MFA.  It ends with a summary as well as some conclusions about where we are headed and how we are getting there.

II. Liberalizing the ATC: Where Do We Stand?

The Uruguay Round (UR) Agreement on Textiles and Clothing (ATC), which laid down the framework and the procedures to phase out the Multi-Fiber Arrangement (MFA) by the year 2005 (after being in existence nearly a third of a century), was initially billed as a major negotiating achievement. Nonetheless, it didn’t take very long before skepticism crept into the evaluation, particularly after the first tranches of liberalized product categories – containing no relevant items under quota restrictions – were submitted to the WTO by the USA, the EU and Canada (see Baughman et al. 1997). And since then the most recent submissions likewise did not show a tendency to include the particularly sensitive clothing items. Thus in the case of the USA, where (as dictated by the ATC) 49% of all MFA imports are to be freed from quotas, it turns out that as much as 100% of this final tranche to be liberalized (as in the case of Macau's exports to the USA) is made up of sensitive clothing products. Furthermore, given the past performance in connection with the ever-widening spectrum of protection applied in the course of the MFA, the ATC soon began to be viewed as way of faking liberalization and finagling protection for as long as possible (see Spinanger 1999).

For sure – with some hindsight – the loopholes permitting a frontloading of protection and a watering down of the ATC’s effectiveness should have become apparent right from the beginning. But aside from this, various other distortions have arisen (e.g. regional trade agreements – RTAs), affecting an efficient allocation of resources in a world economy. Such issues will be touched on in the conclusions. 

As is well known the initial UR mandate to reach an agreement on trade in T&C products was worded in very general terms.
 Nonetheless the results of the negotiations were first considered to be quite an achievement. Let us recall: 

· the MFA is to be faced out in four tranches over a ten-year-period (1/1/95–31/12/2004);

· products not liberalized but under quota, elsewhere restrained or merely on the list of ATC products, will have their growth rates increased during the phase-out period;

· each of the four types of textile products (i.e. tops/yarns, fabrics, made-ups and clothing) have to be included in each of the 4 liberalization tranches during the ten years;

· the liberalization process for all members is binding and final; that is, there is to be no postponement of the quota phase-out process beyond the year 2004

In the real world of protecting one's interests, the "modalities" to "permit the eventual integration" of T&C products into MFN treatment obviously allowed substantial leeway: 

· While the amount of ATC products to be integrated was specified and declared to be binding, there was no stipulation that T&C products not under quota or other restraints would be more quickly reintegrated into MFN principles.
 Hence the number of ATC products (in essence 8, 10 or even 10+ digit HS tariff lines) put up for liberalization  is larger than the number specified in the UR Agreement and considerably larger than the number covered by actual restraints in the EU, the USA and other ICs. Furthermore, nowhere in the ATC agreement is it stipulated that for those MFA products under quota but with only minimal quota utilization (i.e. quota redundancy) integration should be effected more quickly. Finally, the volume treatment of ATC products ensured that the economic value of the products liberalized is only loosely correlated with the actual amount liberalized.

· The agreed-upon increase in growth rates during the course of the liberalization period means very little if the actual growth rates are small.
 Knowing that the assigned growth rates for major suppliers are quite low, little can be expected from this stipulation.
 Generally speaking, for most Asian countries growth rates below 5% prevail.

· The fact that there is no agreed-upon, more than just minimal distribution of the four types of T&C products to be liberalized, aside from the statement that some amounts from each group must be included, leaves the door open for a most perverting development. All those sensitive products (to a large degree clothing) can be shifted to the final liberalization tranches, e.g. 31/12/04.

The consequences of the above bode not well for the future of trade liberalization of those crucial sectors. The EU, the US and Canada are putting themselves in a position where it will become exceptionally difficult to liberalize the final 49% as of 1/1/05 all at once. Looking at the current protection data, it seems that the original strategy of eliminating the MFA was based on the philosophy, "don't liberalize today what can be liberalized mañana". 

After putting the figures of the T&C industry into a proper perspective it can easily be seen why it is almost a special case. Whereas the average unweighted pre-UR tariff rate (in the EU) is 5.7% for all manufactured products, the rate for textiles is 10.1% and for clothing 12.3%.
 And a glance at the distribution of the pre-UR tariff rates shows that about 80% of the textile tariffs are equal to or above 10%, and in the case of clothing 80% are equal to or above 13% 

And how have the exports of the T&C industry been faring over the years? Glancing back over time, and using as a basis of comparison the 16 largest T&C exporters in 1998 (Table 1a), it can quickly be seen that, while the major textile exporters have roughly maintained their shares since the MFA went into effect in 1974, the clothing exporters exhibit sizable changes. A further examination of the data reveals that whereas textile exporters from industrial and developing countries (ICs and DCs)
 merely changed shares among themselves over the period 1973–1998, clothing exporters showed major shifts out of both the listed ICs and DCs since 1973. Thereby the ICs lost over 40% of their shares and the DCs were able to pick up over 10%. But gaining the most in this 24 year time period were those countries not listed, in particular the DCs.

Table 2 provides some insights into what happened in the course of the 90's prior to and following the UR agreements. It contains information on those countries not included in Tables 1a and 1b. It would seem to be saying that ever since the ATC has been in effect, those countries which were not among the top 53 exporters of T&C products in 1997 were those which were able to increase their share in world markets. This is particularly the case in the area of clothing exports (it amounted to an increase in their share from 3.7% in 1994 to 6.6% in 1997).
 

To summarize: For sure, the EU, like the US, generally wanted to keep out the most competitive T&C exporters as long as possible, particularly in the area of clothing. Since most of these exporters happened  to be located in Asia, their countries were accordingly affected with lower growth rates and lower degrees of liberalization. More specifically, the EU seems to have pacified its Mediterranean member countries and EU-Rim countries by not liberalizing products these countries export. Since such products tended to overlap with products from Asia, protection vis-à-vis these products was maintained.

III. What Might the World Look Like Beyond Eternity?

In looking at what the world might be after the completion of the ATC – assuming that this does happen – a computable general equilibrium model was set up to adequately cover and correctly portray the highly complex interaction between tariff and quota liberalization with and without China (this section draws heavily on Francois, Spinanger 2001). 
The numerical model is of a multi-regional/-country nature, and the data structure is based on the version 4 Global Trade Analysis Project (GTAP) data set just released in 1999 and containing 1995 data. The model used in this study contained 9 sectors (explicitly including the textile and clothing industries) and 24 countries/regions. Further updates to this data set were made to reflect current quota prices.  The theoretical structure is based on standard economic accounting and theoretical principles, incorporating effects relating to the following:

· resource allocation;

· changes in industry location as trading conditions change;

· investment effects through reallocation of capital across sectors;

· linkages between national income and demand;

· intermediate linkages between sectors (as between textiles and clothing).

A central feature of CGE models is the input-output structure, which explicitly links industries in a value-added chain, from primary goods, to goods with intermediate processing, all the way to final goods. The links may be direct (e.g. when garment production demands textiles), or indirect via use in other sectors (e.g. when steel is required for the production of textile machines, or when services from other sectors are tapped). Links also follow from economy-wide constraints, as reflected in factor markets (e.g. labor supply or capital equipment aspects). Trade linkages involve access to a mix of intermediate domestic and imported goods, as well as to more direct competition between domestic and imported goods, distorted by tariffs and other trade barriers.

The tariffs used are basically those which existed as of the beginning of the Uruguay Round (UR) in 1995 and are accordingly reduced to concord with those to be in place following the completion of the UR agreements. They thus correctly capture what is happening in the real world. Aside from the MFA/ATC quotas (covered below), there is no other information in the GTAP data base to cover non-tariff barriers for manufactured products.

The above specifications are then bench-marked (or calibrated) to a baseline scenario (i.e. the social accounting matrix based on the GTAP data set). The model as such reproduces the base year economy in the absence of any policy changes. The calibration ensures that subsequent policy simulations move from an initial position that accurately describes the observed global economy, its regional constituents and its accounting identities. 

What this is saying is simply that after calibration the CGE model is used to simulate the effects of alternative policies on the economy with reference to the base year. The model fully captures the flow of income from firms to labor and capital, from labor and capital to households, and from households back to consumer demand. Hence, it remains internally consistent even after introducing policy changes.

An important issue is the time frame covered by the analysis.  By definition, we are modeling equilibrium conditions in multiple markets. This means that we are modeling the way the markets are expected to look after firms have adjusted their behavior to reflect changes in market conditions. This adjustment is a complex process, involving the shifting of resources between sectors through hiring and firing of labor, installation of new plant and equipment, and decisions not to replace old plant and equipment as it depreciates. It also involves the shifts in consumer demand that follow from changing incomes and from changing relative prices. Obviously, this does not happen over-night. Rather, this process, as reflected in the model, can be expected to take roughly 5 to 7 years depending on the policy shock and the industry

In the case of this study, the alternative policies to be examined are listed in Table 3. The policy scenarios are formulated in a way so that layer for layer the impact of greater liberalization policies can be observed. 

Experiment A:  In the first experiment, we first estimate what the impact of the Uruguay Round tariff reductions mean. This experiment excludes the reduction of T&C tariffs, the elimination of T&C quotas, as well as the accession of China. This is in essence answering the basic question: what would happen if the UR had decided to carry out no liberalization in the T&C sector and China did not receive MFN treatment. 

Experiment B: In Experiment B, we then estimate (without China) what the reduction of tariffs in the T&C sector means. The combination of A and B reflects the gains from tariff decreases in the UR without China. 

Experiment C: In experiment C (still excluding China) we eliminate the MFA quotas for all textile and clothing products. This basically portrays what should be happening after December 31st, 2004, when all quotas are to be eliminated. It might be added that the quota rents are based on newly calculated values from the years 1998/99. What was not done in this connection was to look at what the impact would be of other existing non-tariff barriers, or rather the possible increased imposition of anti-dumping measures against particularly competitive exporters. Here again it could be a worthwhile task to estimate how such contingent protection measures might impact on key economies. 

Experiment D: In the next experiment,  we apply the agreed-upon UR reductions in tariffs – excepting those on T&C products – that would become effective when China becomes a member of the WTO. This applies both to those tariffs in the rest of the world vis-à-vis China as well as those tariffs initially submitted to the WTO by China for the UR round. Obviously they do not include the results of the bilateral agreements China has been working on in order to join the WTO. While it would obviously be of definite interest in the context of this study to include such tariff reductions in the calculations, such a step must be postponed to another project at a later point in time when the tariff schedules become available in the public domain.

Experiment E: Here the UR MFN tariffs are applied to Chinese T&C products as well as MFN tariffs to Chinese imports from partner countries.

Experiment F: Finally, in experiment F the MFA quotas on Chinese T&C products are allowed to be eliminated as agreed upon in the ATC. While surge clauses beyond the elimination of quotas have been incorporated into the bilateral between China and the USA concluded last November (see: http://www.uschina.org for the full copy of the bilateral), and will be included under the MFN principle in the final Chinese WTO accession package, there is absolutely no way to judge under what circumstances and to what degree such restraints will actually be applied to T&C imports. This being the case, it is not plausible to even attempt to structure such non-tariff barriers (NTBs) into the framework of the model. Furthermore, it would be incomplete to apply such actions solely to China, as other countries would no doubt be subjected to those NTBs still permitted by the UR agreements..

Experiment G: This step involves the entirety of the UR agreements (i.e. experiments A through F) being applied to all countries. This is not simply the sum of the above steps given the decomposition methods applied.

Experiment H:  Finally, we have designed a scenario to include information from entrepreneurs in the Asian T&C industry about how they will be reacting to China's entry to the WTO and thus to an opening of its markets. After all, the model is driven by relative prices that are derived from given data. However, perhaps T&C entrepreneurs read other things into the opening up of China. As it turned out, the overriding opinion of those entrepreneurs interviewed early in the year 2000 (i.e. already after the conclusion of the bilateral between China and the USA) was that they will be exhibiting a greater degree of interest in increasing investments or becoming active in China than could be expected based on changes in relative prices. They were particularly straightforward about stating their intentions concerning simply pulling up stakes in Southeast Asian countries 

Since such views were not only expressed by entrepreneurs in Hong Kong where the survey was carried out, it seemed logical to attempt to portray this as a measure which would impact on the relative competitive position of firms operating in China. (Where by "competitive position" we mean the ability of individual firms to meet market demand conditions at a competitive price). In particular, those we interviewed were of the opinion that conditions for doing business in China would be improved by numerous reasons  after China's accession to the WTO.  

This involves not only changes in external condition, but critically, also improvement in the conditions for doing business in China – in this case specifically in the textile and clothing sectors.  This includes the rules and administrative treatment of firms doing business, the underlying infrastructure, and related factors that affect the general business climate.  Finally it also seemed to reflect the desire to increase ties to the mother country and to more extensively tap the extended family.

To capture these changing conditions, we have accordingly introduced a scenario in which we assume that there will be an emergent 10% cost advantage for firms doing business in textile and clothing production in China.
 What this does in the context of the model is to simply divert the demand for T&C products away from other countries to China. Globally, to the extent the firms we interviewed are correct, we therefore expect an additional shift in production toward China. The actual implications for individual companies would, of course, depend on how they react. 
This is a strategic decision. Those companies that take advantage of these opportunities will shift sourcing and production to China.  Those that do not will lose market share to those that do. What does this imply for Hong Kong companies?  We expect that Hong Kong companies, with production facilities throughout Asia and elsewhere, would be shifting them to China. The same applies to companies merely outsourcing in other countries; i.e. they would accordingly shift their demand to China. However, if individual companies do not react in this way, they will simply find themselves losing market share.
It is important to understand that the shift in business conditions we model is a relative shift and not an absolute difference. In other words, we can already infer (based on actual decisions about production and shipments, as reflected in the base data) how firms have evaluated the current business conditions in various markets.  The basic conditions, including current conditions in the various countries, are reflected in the current decisions of firms.  In this experiment, what we do is introduce a relative shift in business conditions, given that firms also take into account existing conditions in various markets. Because this is modeled as a relative shift, it allows for other changes in business conditions (like dumping actions, NTBs, etc.)  The point is that, given the underlying policy environment in the model, this scenario identifies the likely impact of the relative change in business conditions.

It is also important to understand that we do not identify which firms actually take advantage of these conditions.  It is reasonable to expect, for example, that China-based firms are in a better position to take advantage of improved conditions in China.  This means that firms in other countries (like those, for example, in Turkey and Mexico) can be expected to see the changing conditions as an erosion in their own competitive position vis-à-vis Chinese firms.  Particularly for firms in Hong Kong, the message is that these changing conditions represent an opportunity.  If they do not take advantage of it, other firms will.

Adding it all up:  This last step in the calculations – entitled "Total" – merely represents the sum of G and H. It thus portrays the overall impact of the UR agreements plus the relocation of industries into China because of the perceived improvement in competitive conditions.

The policy parameters of the model include tariffs, quotas, various domestic taxes and a number of behavioral elasticities. Given the calibrated model it is then possible to simulate the effects of stipulated policy changes by comparing base year model solutions with counterfactual model solutions, in which one or more of the trade policy parameters have been changed. A comparison of the base year and counterfactual equilibrium results reveals the effects of the trade policy changes on key economic variables, e.g. imports, exports, domestic production, employment, wages and economic welfare.

Since it is not possible in the following to present the entire data set and calculated results, such information will be limited to areas of immediate value to this study.

As concerns quota rents, the model assumes (as usual) that the exporters profit from the quota rents. To the extent that the importers actually are cashing in on the rents,  other calculations would have to be made., 

· With respect to the limitations of the model the following caveats need be noted. First, the model cannot forecast all future events.  It is highly likely that unanticipated economic, political, and/or natural events will occur and will have important effects on some of the agents and activities identified in the model.  (Consider the East Asian financial crisis, which was not included in Uruguay Round assessments, or the major earthquake in Taiwan.)  In this regard, it helps to think of the model as saying "in a world like the one we currently observe and with the assumed structure, if policies were different, this world would then be different in the ways reported in the tables."  This is not the same as saying we are forecasting with precision.  Rather, in the absence of surprises (which will occur of course in the next decade), we are making estimates of likely economic effects.

· Second, it should also be emphasized that this class of models does actually do well in identifying resource, production, and trade shifts.  For example, Kehoe (1996) provides a comparison of CGE model-based estimates of the impact of EU Membership on Spain with actual experience. The CGE model performed quite well, and identified effects not anticipated at the time.

The results of the CGE model calculations for the various scenarios can be found summarized as follows:

· Table 4 presents the percentage changes in textile exports across all countries; with the standard scenarios as explained above, beginning with a reduction in tariffs for non-T&C products and excluding China (Scenario ura) to China's imputed better competitive position in the T&C industry (Scenario China [h]); 

· Table 5 presents the percentage changes in clothing exports across all countries; with the standard scenarios as explained above

· Diagram 1  shows what all this means given trends in the past for Hong Kong, China and all other Asian countries.

The message from the tables is quite clear: when China becomes a member of the WTO (Scenario urg) many an exporting country of textile and clothing products will be hard-hit. And if the information about China's "hidden competitive advantages" (i.e. the 10% competitive shift) is also valid, then the shift in demand to China will be all the greater.  It is interesting to note how well the loss of preferences in Mexico, Turkey and the Central European economies is reflected in the low export figures. Likewise, the relatively positive results for clothing exports from South Asian countries reflects the potential that their competitive advantages embody if efficiently tapped What this specifically means for Bangladesh will be examined in the next section.
Assuming these shifts fairly well reflect what may happen over the years following 2004, then it must be feared that contingent protection measures, as stipulated in China's protocol of accession will be applied. And these measures represent triple jeopardy. 

· First, individual T&C products can be hit with special safeguards over a 4-year period through 2008.

· Second, individual products – including T&C products - can be hit by safeguards for a 12-year period.

· Third, China will be considered as being a non-market economy for a period of 15 years after accession, when calculating antidumping margins. This presumes a strong likehood of high anti-dumping margins ( see forthcoming article by Messerlin, Mirus, Morkre, Scholnick and Spinanger, 1991).

Could the threat of such a major shift in T&C trade flows somehow lead to a stopping of the clock in order to get around the ATC demand that all is lifted by 30 Dec. 2004? The rising quota rents for China, Hong Kong and some of the other larger suppliers point to an ATC  regime that, while liberalizing in some ways, is also becoming more restrictive in others. Because the ATC is structured to backload real quota liberalization (i.e. to save the very sensitive items until the very end), there may well be great political difficulties in the importing markets.

Even if the promised liberalization moves ahead, there is the problem of contingent protection under the standard GATT rules. T&C trade has been somewhat sheltered from standard safeguard measures and but few measures regarding dumping of T&C items have been instituted. However, once the ATC cover is lifted, the U.S. and EU may feel compelled to take new measures under safeguards or dumping and countervailing duty regimes. The rush of developing countries to implement dumping regimes of their own has greatly weakened their moral case against the use of such mechanisms in the OECD. 

As a matter of fact, developing countries in the period 1996–1999 instituted 25% more anti-dumping measures (ADMs) than industrialized countries, the exact reverse of the situation in the period 1993–1996.  Given past U.S. and EU action in steel and autos, we may see the industry applying for and the politicians in the importing countries supporting continued protection through this channel.  Such an outcome is well beyond the modeling exercise we have presented here. However, it is important that we keep this in mind when viewing the estimates of effects that are based on the assumption that expiration of the ATC actually leads to freer trade.

At the WTO the involvement in the ATC is basically focused on moving the agreement to its completion by the end of year 2004. The general feeling is that everything is on track. There have even been positive signs, with Canada having unilaterally eliminated quotas on various items (even vis-à-vis China) and the EU perhaps dropping tariffs on imports from least developed countries. What is indeed considered to be a problem is the increased use of dumping measures, in particularly by developing countries against developing countries. But overall the issue of textile and clothing products in world trade could be seen as moving into the background. 

But maybe the situation will not be all that bad if one looks at other industries hit by strong import competition. As in the case of the shoe industry in the US, once domestic production had gone below a certain minimum level, resistance to further imports found but little support. But whether this level will have been reached in the US and the EU before 2005 is doubtful. Therefore it is felt that not only the final tranche of the ATC may meet with resistance, but in particular – as noted above – the accession of China.

IV. How Did poorer CountrIES Fare? Bangladesh et al.

At that point in time when Bangladesh was just beginning to make itself known in world T&C markets it had already been hit by restraints in the EU (the United Kingdom and France requested them) and by the US (it tried to more tightly restrict quotas) Some 15 years earlier it was pointed out that Bangladesh could well profit from the trade obstacles they were encountering by overcoming the challenge through "audacious" action (Spinanger 1987: 84): "If the entrepreneurial spirit, so vividly revealed in the brief history of the export of clothing from Bangladesh, remains vigorous, one can hope that the country’s entrepreneurs will learn, as those of Hong Kong, the Republic of Korea and Taiwan learned before them. These obstacles can, indeed, prove to be Schumpeterian medicine for entrepreneurs."

There can be no doubt that they have learned some of the lessons well, otherwise they would not have fared so well over the past 15 years (this section is based on Spinanger, Wogart 2001). But quotas definitely helped them: In recent years, with relatively high quota utilization rates in important Asian T&C exporting countries, buyers were constantly looking for locations were quotas were available. And thus Bangladesh profited greatly, particularly from the more lenient treatment by the EU. However, there are strong indications that when quotas are finally eliminated in 2005, Bangladesh may be neglected, when production shifts even further  to locations like China.

The evidence can be seen most clearly in the case of Sweden: When it eliminated all quotas on T&C products in 1991, a massive shift took place towards China, whereas countries in Southeast Asia and South Asia hardly profited. And even when quotas were re-imposed in 1995, the shift away from East Asia was quite moderate (see Diagram 2). By breaking down South Asia it can clearly be seen how Bangladesh profits to the detriment of India when quotas exist. As also revealed a few years ago when Canada unilaterally removed quotas on shirts/blouses, there was again a massive shift towards China and particularly a large shift away from Bangladesh.

Is this what is going to happen when quotas are no longer a necessary condition to export to IC markets (i.e. as of Jan. 1, 2005) and China has become a member of the WTO, enjoying thereby all the MFN benefits? Will companies actually shift activities into China or expand already existing operations in the PRC, thereby neglecting Bangladesh, other countries in Southeast Asia and perhaps other countries which profit from quota-free access to the large industrialized countries? Should such a redirection of demand towards China actually evolve, then countries like Bangladesh must get their show on the road quickly if they are to continue to profit from the T&C industry under full MFN conditions.

But what are the essential steps for such countries to take in order to ensure that it does not miss the boat when quotas no longer are a factor in determining where buyers purchase T&C products and/or where investors establish production facilities? To find this out a survey was carried out among 14 major T&C producers/traders in Hongkong, with activities throughout Asia and around the world, to inquire about the relative importance of factors determining where they would buy clothes or invest, or rather what conditions they expect in possible location.  Respondents gave an answer of "10" if it was totally important and "1" if it was totally unimportant.

The total results of the Survey are presented in Table 6 and graphically displayed in Diagram 4 . They clearly portray a world which fits well into the picture of how the MFA works and what makes countries competitive. The information provided in Diagram 4 plots the average score given to each question (on the vertical axis) against the coefficient of variation (on the horizontal axis). The resulting downward-sloping pattern portrays those questions with but little variation in answering (low coefficient of variation) but high average values on the upper left and those answers with high variation, but lower average values on the bottom right.

Let us focus on the questions which received the highest values and had the lowest degree of variance. These are the essential factors shaping investment and sourcing decisions which must be all the more fulfilled when the ATC ends as of 31 December, 2004. The other factors, while also relevant, may be influenced by more subjective issues or rather more differentiated by type of operations.

 In a world in which quotas are essential to export T&C  products to ICs, it is of course the availability of quotas which is deemed the most important factor. In this context countries like Bangladesh has an advantage, since it currently does not need quota for the EU, after it had benefited earlier from East Asian investment looking for export locations.

 Business considered politics and stability in the host country as the second most important issue for investment and trade. This requirement has been shown to be crucial in numerous other studies, and in essence is not restricted to the T&C industry.

Two further issues are significant, both in the high ranking and the close agreement of the respondents. They can be characterized as the need for a solid infrastructure and somewhat less important but still crucial, cost and quality of labor. 

 In the case of infrastructure, the major factor determining operations in a country was the availability  of good quality transportation. For sure in the ever faster moving fashion industry, where just-in-time operations with quick turnarounds are essential, countries without such facilities are going to be left out ever more in the future.

 Close up was the fourth factor – quality of telecom infrastructure in the host country –  which complements the transportation infrastructure, and is generally mentioned in other surveys of factors essential for attracting foreign investments.

 Factor five – labor costs – should be expected to be crucial in the case of such a labor-intensive industry such as clothing. However, the fact that it is not mentioned earlier points to the fact underlined by numerous interviewees, that in many cases higher labor costs can be compensated for by other factors.

 The next factor – education and training of workers – was noted as something becoming more important over time. And given the ever tighter delivery times, it will be even more important in the future.

 Finally the last of the more  important key factor deals with policies affecting trade and investment. In essence this could be conceived as those policies which are conform with liberal WTO rules and keep the economy open. That countries like Bangladesh have much to do here can be easily seen in Table 6 which lists measures affecting the importation of products or otherwise making it difficult to do business as a foreigner (the countries have been arranged beginning with the country with the largest number of measures keeping markets closed). As can be seen the South Asian countries are roughly equally distorted in this context…..but China is even more distorted. However since China will be no doubt removing some the distortions in the course of the WTO accession, the South Asian countries have a definite incentive to "clean up their house".

By the end of 2004 the quotas on T&C products are eliminated by the end of the year 2004, the other 6 of the  above 7 factors influencing investment and production decisions can be said to incorporate all those essential ingredients which need to be in place if a country is to remain competitive in the global T&C industry. While in some instances of the remaining other 9 factors may well be crucial, most of the interviewees left the impression that they would be content if the above 6 were satisfactorily fulfilled. The substantial implications for the private and public sectors in all those countries which have profited from the quotas on T&C products are obvious.

V. Summary and Conclusions

Although the MFA is irrevocably due to die as of December 31, 2004, there are not few individuals who are worried that the major T&C importing countries are strategically painting themselves into a corner. They seem to have structured the phase-out of the quota liberalization in a manner which may well prove difficult if not impossible to complete when the bewitching hour arrives. Are we going to be experiencing a situation which can best be described in the words of General Douglas MacArthur: "The MFA will never die, it wi1l just fade away." But when? And beyond this, the possible restrictions which can be applied to the most important economy not yet in the WTO, namely China, could well foreshadow an extensive use of non-tariff barriers by all current WTO members against China in a manner which need not fear comparison with the MFA.

It would be more than unfortunate if all this really did occur, because the MFA is one of the most divisive trade barriers in existence, accounting for a large share of welfare losses in industrialized countries.  In the United States, for instance, it has been estimated that almost 90% of the cost to the US economy stemming from such measures are attributable to restrictions on T&C imports. In the case of the EU it has been estimated that roughly €250 per family of four can be traced back to T&C trade restrictions (see Francois, Glismann, Spinanger 2000). While T&C exporting developing countries may well be profiting from quota rents (and this may no longer be necessarily the case in an era of Walmarts et al), they are incurring large welfare losses by failing to adjust their economic structures to changing comparative advantages. 

In another sense, poorer developing countries, which have developed into production locations for T&C exports, are going to be subjected to even greater challenge to restructure their economies, given the fact that China's accession to the WTO will probably attract more investment in T&C production facilities than might be deduced from its relative competitive stance. Hence, if those key factors, which drive investment and production decisions, are not brought up to the cut in the poorer developing countries, then they will suffer doubly.

But there is another issue which has not yet been addressed in this paper, but one which is already having a severe impact on trade flows, namely Regional Trade Agreements (RTAs).  Whether it is Mexico in the case of NAFTA, or the Euro-rim countries in the case of the EU, preferential access for T&C products from these regions has almost relegated former major suppliers to also-ran positions.  Although this trend seems to be continuing, it will naturally be diminished in line with the removal of quotas as well as in connection with reducing applied tariff rates to agreed-upon UR levels.  This can be portrayed very well in the GTAP model analysis of the T&C industry (including China's WTO accession), where trade flows from these areas can be shown to be slowing down or dropping considerably after the full implementation of the UR agreements.  This is thus another reason to ensure that the ATC is wrapped up on track and without any ifs or buts or maybes.

There is, however, another force driving the locational demands for T&C production facilities, namely the factor time. With fashions changing in many cases within weeks and just-in-time manufacturing becoming standard, it is becoming almost essential to be relatively near to production sites. The implications of this constellation for developing countries in Asia and Africa are all the more severe given the distance factor which can hardly be overcome. It could possibly be mitigated only if those factors, described as crucial in determining investment and production decisions are completely fulfilled. That this implies – inter alia – massive infrastructure investments means that the chances are small that it can be accomplished everywhere, aside from the fact that the time left to December 31, 2004, would make it difficult to achieve

To conclude: If I was vaguely optimistic some three years ago at the 50th birthday party of the founding of GATT, I would be less so today. Things seem to be getting iffier. Since the preparations for a new trade negotiations' round are at best in the formative stage, perhaps it would not be a bad idea to ensure that energies are not wasted on uncharted areas, but rather invested in efforts to ensure that blacksliding does not happen in one of the not "small accomplishments" of the Uruguay Round, that is in the ATC. 
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Table 1a —
Textilea/Clothingb Exports of Selected ICs/DCs: 1965–98 (Sharesc/ Rankingsd/Growth Ratese)












Growth ratesf


1965
1973
1983
1990
1998
1965-73
1973-83
1983-90
1990-98


Textiles and Clothing

China
3.4
(11)
3.0
(12)
5.9
(6)
7.9
(3)
13.0
(1)
13.8
18.5
17.7
12.4

Italy
10.3
(2)
8.5
(2)
9.5
(1)
10.0
(2)
8.4
(2)
13.0
11.9
13.6
3.4

Germany
8.5
(5)
11.9
(1)
8.6
(2)
10.3
(1)
6.3
(3)
20.8
7.2
15.6
-0.6

USA
6.8
(7)
4.5
(9)
3.5
(10)
3.6
(9)
5.5
(4)
10.1
7.9
12.9
11.4

Korea, Rep. of
0.5
(23)
3.6
(11)
6.7
(3)
6.5
(4)
4.8
(5)
49.7
17.8
12.5
1.7

Taiwan
0.6
(21)
3.8
(10)
5.2
(7)
4.7
(7)
4.3
(6)
44.8
14.2
11.3
4.3

France
9.3
(3)
8.2
(4)
4.7
(8)
5.0
(6)
4.0
(7)
13.9
4.7
13.8
2.7

Belgium/Lux.
7.2
(6)
6.8
(5)
3.8
(9)
3.9
(8)
3.5
(8)
15.0
4.6
13.1
4.1

Hong Kong
4.3
(10)
5.5
(7)
6.1
(5)
5.4
(5)
3.3
(9)
19.4
11.9
10.6
-0.4

Turkey
0.0
(39)
0.5
(30)
1.6
(15)
2.2
(14)
3.2
(10)
55.4
25.8
18.0
10.5

United Kingdom
8.8
(4)
5.7
(6)
3.5
(11)
3.5
(10)
3.1
(11)
9.6
5.4
12.8
4.3

India
5.7
(8)
2.4
(13)
1.5
(17)
2.2
(15)
3.0
(12)
3.7
5.7
19.3
10.0

Mexico
0.3
(28)
0.7
(26)
0.3
(34)
0.6
(26)
2.6
(13)
31.9
2.5
23.1
26.7

Netherlands
5.3
(9)
5.1
(8)
2.6
(12)
2.4
(12)
2.1
(14)
15.2
3.4
11.6
4.0

Japan
13.7
(1)
8.4
(3)
6.5
(4)
3.0
(11)
1.9
(15)
8.9
7.9
1.0
-0.1

Pakistan
1.5
(14)
1.4
(17)
1.7
(14)
1.7
(17)
1.9
(16)
15.0
12.8
13.3
6.6

Totalg
86.2

80.0

71.7

72.9

70.9

14.7
9.5
13.1
5.3

Worldh
10.30

33.27

91.95

213.41

330.59

15.8
10.7
12.8
5.6


Textiles

Germany
8.6
(4)
13.7
(1)
10.6
(1)
13.4
(1)
8.8
(1)
20.9
5.9
14.7
-0.7

Italy
8.2
(5)
6.9
(5)
8.3
(3)
9.0
(2)
8.6
(2)
11.6
10.6
12.4
4.0

China
3.9
(10)
3.4
(9)
5.5
(4)
6.9
(3)
8.5
(3)
12.2
14.0
14.5
7.4

Korea, Rep. of
0.3
(23)
2.0
(16)
4.8
(7)
5.8
(6)
7.5
(4)
42.1
18.7
14.1
8.0

Taiwan
0.6
(20)
2.5
(12)
3.6
(10)
5.8
(5)
7.3
(5)
36.7
12.4
19.1
7.6

USA
6.8
(8)
5.5
(8)
4.7
(8)
4.8
(9)
6.1
(6)
11.1
6.8
11.5
7.8

France
9.2
(3)
7.6
(3)
5.1
(6)
5.8
(7)
5.0
(7)
11.3
4.4
12.9
2.8

Belgium/Lux.
7.6
(6)
7.6
(4)
5.5
(5)
6.1
(4)
5.0
(8)
14.0
5.2
12.5
2.0

Japan
14.5
(1)
11.0
(2)
10.5
(2)
5.6
(8)
4.0
(9)
10.1
8.2
1.4
0.2

India
7.4
(7)
3.1
(10)
1.4
(17)
2.1
(14)
3.8
(10)
2.3
0.2
17.4
12.7

United Kingdom
9.9
(2)
6.5
(6)
3.7
(9)
4.2
(10)
3.6
(11)
8.2
2.7
12.8
2.7

Pakistan
1.9
(12)
2.0
(15)
2.6
(13)
2.5
(12)
2.9
(12)
14.6
11.5
10.6
6.2

Netherlands
5.9
(9)
5.9
(7)
3.4
(11)
2.8
(11)
2.7
(13)
13.8
2.8
8.0
4.3

Turkey
0.1
(36)
0.4
(28)
1.7
(16)
1.4
(18)
2.4
(14)
47.7
24.2
7.8
11.9

Mexico
0.3
(25)
0.6
(27)
0.2
(37)
0.7
(23)
1.3
(17)
23.7
-1.9
30.9
14.0

Hong Kong
1.8
(13)
2.0
(13)
1.9
(14)
2.1
(15)
0.9
(23)
15.6
7.9
12.3
-5.4

Totalg
87.0

80.7

73.5

79.0

78.4

12.9
7.6
12.1
4.5

Worldh
7.77

22.12

50.65

105.04

150.95

14.0
8.6
11.0
4.6


Clothing

China
2.0
(12)
2.1
(13)
6.3
(5)
8.9
(2)
16.7
(1)
21.1
27.1
20.6
15.2

Italy
16.8
(1)
11.7
(2)
11.0
(2)
10.9
(1)
8.2
(2)
15.0
13.3
14.7
2.8

Hong Kong
12.0
(2)
12.4
(1)
11.3
(1)
8.6
(3)
5.4
(3)
20.9
13.0
10.3
0.5

USA
6.8
(6)
2.6
(12)
2.1
(9)
2.4
(12)
4.9
(4)
6.5
11.9
16.5
16.7

Germany
8.1
(5)
8.2
(4)
6.2
(6)
7.3
(4)
4.3
(5)
20.4
10.9
17.5
-0.3

Turkey
0.0
(47)
0.5
(31)
1.6
(15)
3.1
(9)
3.9
(6)
115.9
28.5
26.4
9.8

Mexico
0.1
(30)
1.0
(24)
0.5
(31)
0.5
(34)
3.7
(7)
63.7
6.2
17.1
35.3

France
9.6
(4)
9.3
(3)
4.2
(7)
4.3
(6)
3.2
(8)
19.9
5.3
15.1
2.6

United Kingdom
5.5
(8)
3.9
(8)
3.2
(8)
2.8
(10)
2.7
(9)
15.5
11.5
12.8
6.2

Korea, Rep. of
0.8
(17)
6.7
(5)
9.0
(3)
7.3
(5)
2.6
(10)
56.6
17.3
11.4
-6.4

India
0.5
(22)
0.9
(25)
1.6
(13)
2.3
(13)
2.4
(11)
29.7
20.8
21.1
7.1

Belgium/Lux.
5.8
(7)
5.1
(7)
1.8
(10)
1.8
(15)
2.3
(12)
18.5
2.6
15.2
9.2

Taiwan
0.8
(18)
6.4
(6)
7.2
(4)
3.7
(7)
1.8
(15)
56.4
15.5
4.2
-2.8

Netherlands
3.5
(9)
3.7
(9)
1.6
(12)
2.0
(14)
1.6
(17)
40.6
5.1
18.4
3.5

Pakistan
0.1
(32)
0.2
(39)
0.6
(26)
0.9
(23)
1.0
(26)
31.8
29.6
23.8
7.7

Japan
11.3
(3)
3.3
(10)
1.6
(14)
0.5
(34)
0.2
(49)
3.2
6.0
-2.1
-4.0

Totalg
83.7

78.0

69.8

67.3

64.9

19.3
12.7
14.2
6.0

Worldh
2.53

11.15

41.30

108.37

179.64

20.4
14.0
14.8
6.5

















aSITC 65, Rev. 2. – bSITC 84, Rev. 2. – eAverage annual growth. rate (%) – cShare of world trade. – dRanking based on values in 1998; covering all available textile and clothing exporting countries; country selection for the table dictated by top 16 countries exporting T&C products in 1998; ranking in given year in ( ). – eAverage annual growth rate. – fBold typed numbers designate an above world average growth rate. – gSum of shares of listed countries. – hIn bill. US$.

Source: Own calculations based on UNCTAD tabulations and WTO, Annual Report 1999 (1999: Tab. IV.73 and IV.81)

Table 1b — Textilea/Clothingb Exports of Asian Countries 1990–98 (Sharesc/Rankingsd/Growth Ratese)








Growth ratesf


1990
1994
1998
1990-94
1994-98
1990-98


Textiles and Clothing

China
7.91
(3)
13.13
(1)
12.97
(1)
20.46
4.79
12.35

Korea Rep.
6.54
(4)
6.04
(4)
4.82
(5)
4.03
-0.64
1.67

Taiwan
4.74
(7)
5.06
(5)
4.29
(6)
7.89
0.87
4.32

Hong Kong
5.36
(5)
4.21
(7)
3.34
(9)
-0.08
-0.77
-0.42

India
2.21
(15)
2.78
(11)
3.04
(12)
12.45
7.51
9.95

Japan
3.01
(11)
2.72
(12)
1.93
(15)
3.46
-3.52
-0.09

Pakistan
1.72
(17)
2.06
(16)
1.86
(16)
10.91
2.51
6.62

Thailand
1.75
(16)
2.27
(14)
1.62
(17)
13.23
-3.38
4.59

Indonesia
1.35
(20)
2.11
(15)
1.51
(19)
18.56
-3.29
7.08

Malaysia
0.78
(24)
1.07
(20)
1.03
(22)
15.02
4.03
9.39

Bangladesh
0.42
(38)
0.67
(29)
1.03
(23)
19.57
16.84
18.20

Philippines
0.87
(23)
0.89
(24)
0.81
(27)
6.56
2.88
4.70

Sri Lanka
0.31
(43)
0.59
(32)
0.77
(29)
24.77
12.10
18.27

Macau
0.58
(27)
0.50
(34)
0.55
(35)
2.25
7.45
4.82

Mauritius
0.30
(44)
0.29
(45)
0.27
(44)
5.58
2.96
4.26

Singapore
0.53
(30)
0.34
(41)
0.19
(51)
-5.01
-8.98
-7.01

Totalg
38.39

44.75

40.03

10.27
2.24
6.18

Worldh
213.41

270.65

330.59

5.12
5.13
5.62


Textiles

China
6.87
(3)
9.07
(2)
8.49
(3)
13.11
2.05
7.44

Korea Rep.
5.78
(6)
8.21
(4)
7.47
(4)
15.18
1.34
8.04

Taiwan
5.83
(5)
7.88
(5)
7.30
(5)
13.75
1.80
7.61

Japan
5.58
(8)
5.21
(7)
3.96
(9)
3.72
-3.13
0.24

India
2.08
(14)
2.94
(12)
3.76
(10)
15.12
10.36
12.72

Pakistan
2.54
(12)
3.06
(11)
2.85
(12)
10.60
1.93
6.18

Indonesia
1.18
(20)
1.92
(14)
1.56
(16)
19.11
-1.42
8.36

Thailand
0.88
(21)
1.26
(20)
1.20
(21)
15.42
2.30
8.66

Hong Kong
2.07
(15)
1.49
(18)
0.92
(23)
-2.70
-8.07
-5.42

Malaysia
0.33
(30)
0.64
(25)
0.73
(26)
24.76
7.14
15.62

Bangladesh
0.29
(31)
0.28
(34)
0.33
(33)
4.38
8.41
6.37

Philippines
0.13
(48)
0.17
(42)
0.16
(44)
13.62
2.62
7.98

Sri Lanka
0.02
(56)
0.10
(54)
0.16
(45)
51.87
15.66
32.53

Singapore
0.13
(44)
0.19
(41)
0.14
(46)
15.16
-4.77
4.73

Macau
0.13
(45)
0.12
(47)
0.12
(49)
3.98
2.43
3.20

Mauritius
0.01
(58)
0.04
(58)
0.00
(60)
44.97
-41.99
-8.30

Totalg
33.85

42.58

39.14

11.75
1.59
6.55

Worldh
105.04

130.24

150.95

5.52
3.76
4.64


Clothing

China
8.92
(2)
16.90
(1)
16.73
(1)
25.18
6.08
15.24

Hong Kong
8.55
(3)
6.74
(3)
5.38
(3)
0.50
0.55
0.53

Korea Rep.
7.27
(5)
4.03
(5)
2.59
(10)
-7.97
-4.76
-6.38

India
2.33
(13)
2.64
(11)
2.44
(11)
9.98
4.30
7.10

Thailand
2.60
(11)
3.21
(9)
1.98
(13)
12.47
-5.73
2.97

Taiwan
3.68
(7)
2.45
(12)
1.76
(15)
-3.59
-2.06
-2.83

Bangladesh
0.54
(35)
1.04
(26)
1.61
(16)
25.62
18.68
22.10

Indonesia
1.52
(18)
2.28
(14)
1.46
(18)
18.14
-4.83
6.03

Philippines
1.60
(16)
1.56
(16)
1.36
(20)
5.97
2.90
4.42

Malaysia
1.21
(19)
1.47
(18)
1.28
(22)
12.02
2.70
7.26

Sri Lanka
0.59
(31)
1.05
(25)
1.28
(23)
23.29
11.77
17.39

Pakistan
0.94
(23)
1.12
(23)
1.02
(26)
11.69
3.91
7.73

Macau
1.03
(22)
0.86
(27)
0.91
(31)
2.03
8.07
5.00

Mauritius
0.57
(32)
0.52
(35)
0.49
(35)
4.25
4.60
4.42

Singapore
0.92
(24)
0.48
(37)
0.24
(48)
-9.18
-10.68
-9.93

Japan
0.52
(36)
0.41
(42)
0.23
(49)
0.70
-8.50
-4.01

Totalg
42.79

46.76

40.77

9.09
2.77
5.88

Worldh
108.37

140.41

179.64

6.69
6.35
6.52

aSITC 65, Rev. 2. – bSITC 84, Rev. 2. – eAverage annual growth  rate (%) cShare of world trade. – dRanking based on values in 1998; covering all available Asian textile and clothing exporting countries; country selection for the table dictated by top 16 countries exporting T&C products in 1998; ranking in given year in (). – eAverage annual growth rate. – fBold typed numbers designate an above world average growth rate. – gSum of shares of listed countries. – hIn bill. US$.

Source: Own calculations based on UNCTAD tabulations and WTO, Annual Report 1999 (1999: Tab. IV.73 and IV.81)

Table 3 — The Topa Textileb and Clothingc Exporting Countries in Pre-UR Period (1990-94) and Post-UR Period (1994-97): Shares in World Exports and Rankings



1990
1994
1997



Textile
Clothing
Textile + Clothing
Textile
Clothing
Textile + Clothing
Textile
Clothing
Textile + Clothing



Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking
Shares
Ranking


World (Mill.US$)
105040

108370

213410

130240

140410

270650

155280

176610

331890



Totald
96.43

95.50

95.96

97.18

96.30

96.72

96.73

93.42

94.97



TOP13e
72.78

63.88

68.26

73.05

62.11

67.38

72.15

59.31

65.32



1. Next 20f
18.27

23.00

20.67

18.12

26.11

22.27

18.96

26.29

22.86



2. Next 20g
4.82

7.94

6.41

5.00

7.15

6.12

4.93

6.87

5.96


(1)
China
6.87
(3)
8.92
(2)
7.91
(3)
9.07
(2)
16.90
(1)
13.13
(1)
8.91
(1)
18.01
(1)
13.75
(1)

(2)
Italy
9.04
(2)
10.92
(1)
10.00
(2)
8.34
(3)
8.92
(2)
8.64
(2)
8.31
(4)
8.41
(2)
8.36
(2)

(3)
Germany
13.36
(1)
7.27
(4)
10.27
(1)
9.72
(1)
4.75
(4)
7.14
(3)
8.41
(3)
4.13
(5)
6.13
(3)

(4)
USA
4.80
(9)
2.37
(12)
3.56
(9)
5.06
(8)
4.00
(6)
4.51
(6)
5.92
(6)
4.91
(4)
5.38
(4)

(5)
Korea Rep.
5.78
(6)
7.27
(5)
6.54
(4)
8.21
(4)
4.03
(5)
6.04
(4)
8.59
(2)
2.37
(11)
5.28
(5)

(6)
Taiwan
5.83
(5)
3.68
(7)
4.74
(7)
7.88
(5)
2.45
(12)
5.06
(5)
8.20
(5)
1.93
(14)
4.86
(6)

(7)
France
5.77
(7)
4.31
(6)
5.03
(6)
4.78
(9)
3.54
(7)
4.14
(8)
4.65
(7)
3.03
(7)
3.78
(7)

(8)
Hong Kong
2.07
(15)
8.55
(3)
5.36
(5)
1.49
(18)
6.74
(3)
4.21
(7)
1.05
(23)
5.28
(3)
3.30
(8)

(9)
UK
4.17
(10)
2.81
(10)
3.48
(10)
3.45
(10)
2.93
(10)
3.18
(10)
3.62
(10)
2.99
(9)
3.28
(9)

(10)
Turkey
1.37
(18)
3.07
(9)
2.24
(14)
1.68
(15)
3.26
(8)
2.50
(13)
2.16
(13)
3.79
(6)
3.03
(10)

(11)
Belgium-Lux
6.07
(4)
1.85
(15)
3.92
(8)
5.22
(6)
1.54
(17)
3.31
(9)
4.51
(8)
1.70
(16)
3.02
(11)

(12)
India
2.08
(14)
2.33
(13)
2.21
(15)
2.94
(12)
2.64
(11)
2.78
(11)
3.48
(11)
2.49
(10)
2.95
(12)

(13)
Japan
5.58
(8)
0.52
(36)
3.01
(11)
5.21
(7)
0.41
(42)
2.72
(12)
4.35
(9)
0.27
(42)
2.18
(13)

(14)
Mexico
0.68
(23)
0.54
(34)
0.61
(26)
0.72
(24)
1.21
(21)
0.98
(23)
1.16
(19)
3.00
(8)
2.14
(14)

(15)
Netherlands
2.77
(11)
2.02
(14)
2.39
(12)
2.07
(13)
1.87
(15)
1.96
(17)
1.94
(14)
2.07
(13)
2.01
(15)

(16)
Pakistan
2.54
(12)
0.94
(23)
1.72
(17)
3.06
(11)
1.12
(23)
2.06
(16)
2.96
(12)
1.02
(26)
1.93
(16)

(17)
Thailand
0.88
(21)
2.60
(11)
1.75
(16)
1.26
(20)
3.21
(9)
2.27
(14)
1.24
(17)
2.13
(12)
1.72
(17)

(18)
Indonesia
1.18
(20)
1.52
(18)
1.35
(20)
1.92
(14)
2.28
(14)
2.11
(15)
1.45
(16)
1.64
(17)
1.55
(18)

(19)
Portugal
1.26
(19)
3.22
(8)
2.26
(13)
1.03
(21)
2.34
(13)
1.71
(18)
1.05
(24)
1.87
(15)
1.49
(19)

(20)
Sri Lanka
0.02
(56)
0.59
(31)
0.31
(43)
0.10
(54)
1.05
(25)
0.59
(32)
1.16
(20)
1.19
(24)
1.17
(20)

(21)
Spain
1.43
(17)
0.55
(33)
0.98
(22)
1.49
(17)
0.59
(32)
1.03
(21)
1.79
(15)
0.62
(32)
1.17
(21)

(22)
Malaysia
0.33
(30)
1.21
(19)
0.78
(24)
0.64
(25)
1.47
(18)
1.07
(20)
0.83
(25)
1.32
(19)
1.09
(22)

(23)
Austria
1.98
(16)
1.08
(20)
1.52
(18)
1.42
(19)
0.76
(29)
1.07
(19)
1.23
(18)
0.79
(31)
1.00
(23)

(24)
Canada
0.65
(25)
0.30
(46)
0.48
(33)
0.90
(22)
0.59
(33)
0.74
(27)
1.15
(21)
0.82
(30)
0.98
(24)

(25)
Bangladesh
0.29
(31)
0.54
(35)
0.42
(38)
0.28
(34)
1.04
(26)
0.67
(29)
0.23
(37)
1.50
(18)
0.90
(25)

(26)
Poland
0.27
(32)
0.35
(43)
0.31
(42)
0.30
(33)
1.32
(19)
0.83
(25)
0.42
(29)
1.26
(22)
0.87
(26)

(27)
Philippines
0.13
(48)
1.60
(16)
0.87
(23)
0.17
(42)
1.56
(16)
0.89
(24)
0.18
(39)
1.31
(20)
0.78
(27)

(28)
Switzerland
2.43
(13)
0.63
(30)
1.52
(19)
1.62
(16)
0.48
(38)
1.03
(22)
1.15
(22)
0.38
(37)
0.74
(28)

(29)
Tunisia
0.11
(50)
1.04
(21)
0.58
(28)
0.12
(48)
1.31
(20)
0.74
(28)
0.08
(48)
1.30
(21)
0.73
(29)

(30)
Denmark
0.67
(24)
0.79
(28)
0.73
(25)
0.51
(27)
0.76
(28)
0.64
(30)
0.55
(27)
0.87
(29)
0.72
(30)

(31)
Dom.Rep.
0.03
(54)
0.88
(26)
0.46
(36)
0.05
(57)
1.10
(24)
0.60
(31)
0.05
(50)
1.23
(23)
0.68
(31)

(32)
Greece
0.48
(29)
1.57
(17)
1.03
(21)
0.33
(32)
1.19
(22)
0.78
(26)
0.25
(34)
0.92
(28)
0.61
(32)

(33)
Macau
0.13
(45)
1.03
(22)
0.58
(27)
0.12
(47)
0.86
(27)
0.50
(34)
0.10
(47)
1.02
(25)
0.59
(33)

(34)
Romania
0.12
(49)
0.33
(45)
0.23
(47)
0.10
(53)
0.71
(30)
0.42
(36)
0.11
(49)
1.00
(27)
0.58
(34)

(35)
Czech Rep.
0.22
(36)
0.14
(49)
0.18
(49)
0.52
(26)
0.26
(47)
0.39
(37)
0.64
(27)
0.35
(40)
0.49
(35)

(36)
Slovenia
0.21
(37)
0.90
(25)
0.56
(29)
0.21
(39)
0.44
(41)
0.33
(43)
0.21
(40)
0.58
(34)
0.41
(36)

(37)
Hungary
0.24
(34)
0.35
(44)
0.29
(45)
0.20
(40)
0.71
(31)
0.46
(35)
0.17
(43)
0.60
(33)
0.40
(37)

(38)
Sweden
0.59
(26)
0.36
(42)
0.48
(35)
0.48
(28)
0.23
(48)
0.35
(40)
0.51
(29)
0.30
(42)
0.40
(38)

(39)
Brazil
0.73
(22)
0.23
(48)
0.48
(32)
0.76
(23)
0.27
(46)
0.51
(33)
0.70
(26)
0.09
(56)
0.38
(39)

(40)
Israel
0.26
(33)
0.44
(38)
0.35
(39)
0.27
(35)
0.45
(40)
0.36
(39)
0.29
(34)
0.34
(41)
0.32
(40)

(41)
Ireland
0.54
(27)
0.42
(40)
0.48
(34)
0.41
(31)
0.34
(45)
0.37
(38)
0.34
(32)
0.28
(44)
0.31
(41)

(42)
Morocco
0.19
(39)
0.67
(29)
0.43
(37)
0.12
(49)
0.53
(34)
0.33
(42)
0.04
(58)
0.53
(35)
0.30
(42)

(43)
Costa Rica
0.02
(57)
0.37
(41)
0.20
(48)
0.02
(59)
0.52
(36)
0.28
(47)
0.05
(57)
0.51
(37)
0.29
(43)

(44)
Mauritius
0.01
(58)
0.57
(32)
0.30
(44)
0.04
(58)
0.52
(35)
0.29
(45)
0.00
(59)
0.52
(36)
0.28
(44)

(45)
Egypt
0.53
(28)
0.13
(51)
0.33
(41)
0.48
(29)
0.16
(51)
0.31
(44)
0.34
(31)
0.15
(52)
0.24
(45)

(46)
Australia 
0.14
(43)
0.09
(54)
0.12
(54)
0.23
(37)
0.15
(52)
0.19
(52)
0.30
(33)
0.16
(51)
0.22
(46)

(47)
Colombia
0.13
(47)
0.42
(39)
0.28
(46)
0.16
(43)
0.37
(43)
0.27
(49)
0.19
(41)
0.25
(46)
0.22
(47)

(48)
Croatia
0.09
(51)
0.86
(27)
0.48
(31)
0.10
(55)
0.45
(39)
0.28
(48)
0.06
(55)
0.36
(39)
0.22
(48)

(49)
Singapore
0.13
(44)
0.92
(24)
0.53
(30)
0.19
(41)
0.48
(37)
0.34
(41)
0.16
(44)
0.25
(47)
0.21
(49)

(50)
Slovak
0.07
(53)
0.08
(57)
0.08
(58)
0.25
(36)
0.17
(50)
0.21
(50)
0.21
(39)
0.19
(49)
0.20
(50)

(51)
Finland
0.23
(35)
0.46
(37)
0.35
(40)
0.22
(38)
0.18
(49)
0.20
(51)
0.24
(36)
0.14
(53)
0.19
(51)

(52)
Argentina
0.15
(42)
0.09
(53)
0.12
(52)
0.14
(44)
0.07
(59)
0.10
(57)
0.23
(37)
0.09
(57)
0.16
(52)

(53)
Peru
0.21
(38)
0.11
(52)
0.16
(50)
0.12
(50)
0.14
(53)
0.13
(54)
0.13
(47)
0.18
(50)
0.16
(53)

aThe top 13 textile and clothing exporting countries in 1997 (as in Table 2) and the next 40 largest exporters also in the year 1997. – bSITC65. – cSITC84. – dShare of 53 countries in total exports. – eShare of top 13 countries in total exports. – f Share of next 20 countries in total exports.  – g Share of next 20 countries in total exports.

Source: See Table 1a.
Table 3  —
Definition of Scenarios




A
UR reductions in tariffs, excluding textiles & clothing  and China

B
UR reduction in textile & clothing tariffs  -- excluding China

C
UR elimination of textile & clothing quotas  -- excluding China

D
Reductions in tariffs (excluding textiles & clothing) for China

E
Reduction in textile & clothing tariffs for China

F
Elimination of textile & clothing quotas   for China

G
Total effect of Uruguay Round extended to China

H
Shift in production to China (due to improved assessment of overall conditions in China)

I
TOTAL EFFECT  


Note:  G is not the sum of A-F due to decomposition methods.

Table 4 —
Changes in Textile Exports in the Various Scenarios – Value Terms (%)

Country/Region
Type of scenario


ura
urb
urc
urd
ure
urf
urg
China
Total

AUSNZ
-5.86
1.91
-0.08
0.56
-0.67
2.30
-2.94
-8.03
-10.97

JAPAN
-0.13
3.15
1.30
0.33
-0.79
3.03
5.67
-8.11
-2.43

KOREA
-1.01
4.72
3.20
0.21
-1.11
1.42
6.66
-6.96
-0.30

INDONESIA
0.24
9.05
6.27
0.37
-0.96
-0.66
14.33
-6.60
7.73

MALAYSIA
-1.02
2.04
6.34
0.52
-0.91
-0.34
5.84
-6.86
-1.02

PHILIPPINES
3.76
2.34
6.77
0.16
-0.97
-0.69
11.50
-4.57
6.94

SINGAPORE
-4.25
8.84
4.36
0.60
-2.87
-0.45
5.79
-7.15
-1.36

THAILAND
9.30
4.71
5.82
1.69
-0.66
-0.15
20.01
-6.68
13.33

VIETNAM
-6.72
3.05
-0.25
0.67
-0.39
-0.57
-1.53
-7.31
-8.83

CHINA
0.39
-4.82
2.56
-4.33
11.22
3.76
6.67
29.82
36.49

HONG KONG
-1.28
5.60
-0.20
-0.23
-1.13
4.51
6.25
-9.40
-3.15

TAIWAN
-1.11
4.67
2.88
0.19
-0.31
4.33
8.57
-9.43
-0.86

INDIA
3.62
0.93
5.46
0.56
-1.91
-0.66
9.89
-3.93
5.96

SRILANKA
-1.01
8.06
11.20
0.11
0.41
-0.62
17.19
-3.58
13.61

SOUTHASIA
16.25
9.54
4.85
6.38
2.22
0.28
33.63
-3.93
29.70

CANADA
0.37
-0.05
-4.00
0.10
-0.13
-0.60
-4.97
-3.33
-8.30

USA
0.03
1.19
-0.74
0.30
-1.13
-2.36
-1.85
-5.62
-7.47

MEXICO
0.74
-1.89
-2.95
0.18
-0.42
-1.96
-6.32
-3.74
-10.06

LATINAM
-2.51
3.14
3.27
0.19
-0.21
-0.20
3.19
-3.69
-0.50

WESTEUROPE
-0.33
-0.06
-1.79
0.08
-0.46
-0.96
-3.62
-3.77
-7.39

CEA
-0.49
1.60
-1.49
0.02
-0.63
-1.11
-2.02
-3.36
-5.38

TURKEY
-0.29
2.90
1.99
0.02
-0.53
-0.95
3.24
-3.04
0.20

AFRICAME
-2.20
2.71
-1.56
0.25
-0.62
-1.22
-2.82
-4.01
-6.83

ROW
-1.14
2.85
-1.17
0.15
-0.50
-0.01
-0.20
-5.29
-5.49

Run: vxwfob[TEXTILES*] 

Source: Own calculations based on GTAP model.
Table 5 —
Changes in Clothing Exports in Various Scenarios – Value Terms (%)

Country/Region
Type of scenario


ura
urb
urc
urd
ure
urf
urg
China
Total

AUSNZ
-10.19
6.65
-6.33
3.28
0.88
-1.72
-7.89
-18.59
-26.48

JAPAN
0.66
6.37
-5.10
2.64
-1.19
-2.00
-0.46
-21.06
-21.52

KOREA
-1.21
-1.28
-8.04
1.27
-0.59
-5.20
-14.08
-8.28
-22.37

INDONESIA
0.62
21.25
14.91
0.83
-0.37
-4.60
31.72
-10.21
21.51

MALAYSIA
-3.15
-0.44
19.57
0.66
-0.68
-6.93
5.92
-8.87
-2.94

PHILIPPINES
-2.32
-0.41
15.90
-0.43
-0.59
-7.37
3.03
-3.77
-0.74

SINGAPORE
-1.81
2.79
-16.13
-0.18
-0.95
-7.36
-22.02
-2.60
-24.62

THAILAND
3.65
17.65
18.56
2.93
-0.40
-3.46
36.01
-11.33
24.67

VIETNAM
-12.85
1.75
15.90
1.72
-0.15
-1.93
1.91
-7.07
-5.17

CHINA
2.20
-3.04
-5.28
-7.15
4.28
45.77
26.97
94.74
121.72

HONG KONG
-1.22
0.49
22.56
-0.90
-0.96
-8.56
8.87
-6.10
2.78

TAIWAN
-2.17
0.77
13.17
0.63
-1.02
-8.26
1.23
-12.57
-11.34

INDIA
9.42
3.30
112.16
2.09
-1.74
-11.28
108.69
-11.69
97.00

SRILANKA
-1.63
33.95
16.58
-0.20
10.62
-6.55
50.34
-2.35
47.99

SOUTHASIA
42.37
13.85
16.48
14.45
6.17
-6.51
76.65
-4.75
71.90

CANADA
1.21
2.96
-22.43
0.22
0.84
0.45
-21.59
-5.79
-27.38

USA
1.15
8.26
-0.30
1.62
-0.59
-0.73
10.75
-8.77
1.98

MEXICO
0.84
-1.62
-25.58
0.30
-0.60
-8.42
-33.71
-10.92
-44.63

LATINAM
-8.57
-1.08
3.28
0.30
-0.62
-8.22
-15.48
-10.42
-25.90

WESTEUROPE
-0.42
-1.06
-5.59
0.69
-0.91
-2.93
-11.23
-9.74
-20.97

CEA
-1.31
-0.25
-5.68
0.14
-0.74
-3.98
-12.94
-8.21
-21.15

TURKEY
-0.64
0.27
-5.21
0.15
-0.68
-3.61
-10.70
-6.29
-16.98

AFRICAME
-3.56
-0.28
-9.17
0.58
-0.46
-4.96
-18.89
-7.25
-26.14

ROW
-2.13
1.57
-11.21
0.33
-0.51
-5.30
-17.39
-9.96
-27.35

Run: vxwfob[CLOTHING*]

Source: Own calculations based on GTAP model.

Table 6 – Trying to Keep Markets Closed: Some Examples


E

G

Y
P

R

C
A

R

G
B

R

A
I

D

A
P

A

K
B

G

L
I

D

O
C

O

L
R

O

K
T

H

A
R

U

S
U

K

R
V

N

M
R

O

M
R

S

A
M

O

R
J

A

P
M

A

L
M

A

R
S

R

I
A

U

S
C

H

L
R

O

C
U

R

U
P

H

I

1. Allowing/tolerating corruption
x
x
x
x
x
x

x
x

x
x
x
x
x
x
x


x




x
x

2. Intellectual property rights (designs, etc.) infringement
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x







x
x


3. Subsidizing domestic industry
x
x
x
x
x
x
x
x
x

x




x


x
x
x

x
x



4. Not binding tariffs
x
x
x
x
x
x
x
x
x
x
x



x
x
x




x





5. Lower tariffs but imposing (specific) duties
x
x
x

x

x



x
x
x
x
x
x
x



x

x




6. Keeping tariffs prohibitively high
x
x
x
x
x
x
x
x


x

x
x
x

x




x





7. Valuating imports by ad hoc means
x
x

x
x
x
x
x
x
x
x




x


x








8. Creating difficult, expensive customs procedures
x
x
x
x
x
x
x
x

x

x
x














9. Lowering tariffs but adding new taxes
x

x
x
x
x

x

x



x


x



x






10. Changing customs rules without notification

x
x
x

x
x

x

x
x







x







11. Changing applied rates frequently
x
x
x
x


x




x
x
x
x












12. Avoiding applying VAT to domestic goods

x
x

x
x

x




x














13. Restricting imports for unusual reasons
x



x
x
x



x


x













14. Imposition of arcane technical/quality standards
x
x







x

x
x




x









15. Difficult marking rules
x

x

x




x

x















16. Forming domestic cartels

x





x

x







x
x








17. Faking "automatic" licensing systems
x


x




x


















18. Preinspection of imports for high fees

x
x





x


















19. Adherence to strange rules of origin
x

x





x


















20. Keeping distribution system hard to breach
x
x















x









21. Making LCs unacceptable, demanding cash



x





x

















22. Buy-domestic policies by government

x





















































       (  (( = 7.3)
16
16
14
12
12
11
10
10
9
9
9
8
8
7
6
6
5
3
3
3
3
2
2
2
2
1

ARG = Argentina; AUS = Australia; BGL = Bangladesh; BRA = Brazil; CHL = Chile; COL = Colombia; EGY = Egypt; IDA = India; IDO = Indonesia; JAP = Japan; MAL = Malaysia; MAR = Mauritius; MOR = Morocco; PAK = Pakistan; PHI = Philippines; PRC = China; ROC = Taiwan; ROK = South Korea; ROM = Romania; RSA = Rep. South Africa; RUS = Russia; SRI = Sri Lanka; THA = Thailand; UKR = Ukraine; URU = Uruguay; VNM = Vietnam.

Source: Adapted from ATMI (2000: 27).

Diagram 1 — Textiles and Clothing Exports from Hong Kong, China and All Asian Countries in Total T&C Exports from Non-Industrial Countries (%)
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Diagram 2 —  Sweden Clothing (SITC 65)a Imports from selected Regionsb in % of (NON-OECD+P;GR;SP)  Clothing Imports, 1980-1999c
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Diagram 3 —
Clothing (SITC 84) Imports of Major EU Countries and USA from Selected South Asian Countries in % of Non-OECD Imports, 1990–1998
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Source: OECD, ITCS, own calculations.

Diagram 4—  Average Score (() and Coefficient of Variation (CoV) on Ratings of Questions Re. Production and Investment for 14 Hong Kong T&C Companies
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 #
 Ø
 CoV

 Availability of quotas in host country
1
9.15
10.78

 Politics and stability in host country
2
8.93
14.87

 Quality of transportation infrastructure in host country
3
8.21
14.47

 Quality of telecom infrastructure in host country
4
8.00
19.61

 Policies affecting international trade and investment
5
7.71
28.50

 Labor costs
6
7.54
25.82

 Education and training of workers
7
7.36
26.98

 Policies affecting labor, health and environment
8
7.18
33.19

 Potential for exports to USA
9
7.07
45.90

 Lack of restrictions on capital/profit transactions
10
6.93
34.65

 Potential new customers/new markets
11
6.46
47.96

 The "culture" of host country
12
6.39
40.49

 Potential for exports to EU
13
5.96
32.63

 Host government tax policies/incentives
14
5.85
41.81

 Availability of ready-made factory units
15
5.05
52.90

 Potential for exports to region
16
4.18
58.17

Source: Own calculations based on T&C company interviews in Hong Kong.

� "And Jehova made for Adam and his wife coats of skins, and clothed them." (Holy Bible, Genesis 3:22).


�	For instance (WT0 1994: 85): "negotiations ... shall aim to formulate modalities that would permit the eventual integration of this sector into GATT...". 


�	16% of the volume of imports in 1990 had to be integrated as of 1/1/95; 17% as of 1/1/98; 18% as of 1/1/2002 and 49% as of 1/1/2005.	


� 	As of 1/1/95 the permitted growth rates are to be increased by 16%; as of 1/1/98 they are to be increased by 25%; as of 1/1/02 they are to be increased by 27%.


� 	For instance, in the case of Hong Kong 85% of the products under quota have growth rates of 3% or lower. In the case of China 55% are lower than 4%.


�	The structure for the US is assumed to be quite similar, except that the US tariff rates are on average higher.


� 	ICs cover all OECD countries as of 1/1/94, except Turkey; DCs are accordingly all other countries.


�	This is calculated from the difference between 100% and 96.3% (total shares of 53 clothing exporting countries in 1994), or rather 100% and 93.4% (total shares of 53 clothing exporting counties in 1997).


� 	The 10% figure seemed to be a reasonable estimate based on statements by the interviewed companies in the T&C industry. If the actual percentage advantage was higher or lower the corresponding adjustments would have to be made in the results.. 
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