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Brussels, 3rd September, 2003
	THE DOHA DEVELOPMENT AGENDA

MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS.

The Position of the European Textile and Clothing Industries.


Executive Summary

Europe’s textile and clothing industry has sought proper access to world markets for many years and would have had more impressive performances if high tariffs and a wide range of non-tariff barriers erected by numerous trading partners had not hamstrung companies’ efforts. In the Doha Development Agenda context, Euratex has outlined a number of essential elements to ensure greater coherence in the overall market access approach. It is our considered opinion that the EU and all WTO members, need to find an answer to these points before making any commitments. 

Textile and clothing trade is characterised by massive and flagrant imbalances in market access as between the industrial and developing world. Tariff cuts by the EU have been taken as a due, making the EU one of the most open markets worldwide; few return gestures of substance have been made. European industry has every right to seek to develop its export trade. Euratex wishes to present specific proposals as to how the EU should tackle trade barriers within the Doha Development Agenda. Euratex’s objectives are: 

· Tariff negotiations in textiles and clothing should be on a sectoral basis, i.e. aimed at a substantial harmonisation of tariffs within the sector worldwide.
· All WTO members should reduce their bound duties on textiles and clothing to a maximum of 15%.

· At that same time, the Commission should take the offensive in respect of non-tariff barriers. It is indispensable that non-tariff barriers form part an integral pat of any “tariff” reduction programme. In that context, the Euratex suggestion is that WTO begin by:
a. Imposing a freeze on existing non-tariff barriers.
b. Outlawing in WTO those NTBs as agreed by number of EU trading partners while signing bilateral deals in textiles with the EU.
c. This would then be followed by an item-by-item discussion of any remaining non-tariff barriers based on a proportionality test in those areas where public health and/or environmental issues need to be taken into consideration, and hence removing barriers set up on spurious grounds.
· WTO should ensure that trade instruments such as anti-dumping be capable of effective implementation in the event of genuine cases of unfair trade practises. 

* * *
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Europe’s textile and clothing industry has sought proper access to world markets for many years. It has demonstrated time and time again that given the opportunity, EU exporters have the product mix and expertise to achieve substantial growth on both developed and developing markets. For example:

· The EU-15 exported over 20% of its turnover by value outside the EU in 2001.

· Recorded a balance of trade surplus in excess of 8,8 billion Euros in 2002 with the industrial world, achieving a surplus with each of the countries concerned despite tariff peaks and non-tariff problems faced in some important industrialised markets (e.g. USA, Australia, New Zealand…). 

· Increased its exports in value over the period 1995 to 2002 by no less than 49%.
Undoubtedly this performance would have been all the more impressive had it not been hamstrung by high tariffs and a wide range of non-tariff barriers erected by numerous trading partners. These barriers are well documented. In item 5 of this paper Euratex presents specific proposals as to how the EU should tackle their removal within the context and in respect of the Doha Development Agenda. 

At this point however it seems appropriate to consider a number of essential elements, which are directly linked to the concept of development itself and to existing EU policies in that and other areas. Failure to do so will lead to the serious risk of a lack of coherence in the overall market access approach. It is our considered opinion that the developed Members of WTO needs to find an answer to these points before making any commitments to other WTO partners, and in no area more than textiles and clothing are such answers required.

1. The link between development and open markets.

In its Communication entitled “Responses to the Challenges of Globalisation: A study on the International Monetary and Financial System and Financing for Development” dated 2nd February 2002, the Commission notes that “Recent studies from the World Bank confirm that developing countries that have opened up their economies over the last twenty years have had a growth performance superior to those that have not pursued international economic integration.” 

It is unfortunate that in that same document the World Bank fails to make adequate distinction between the developing countries who will undoubtedly dominate trade in textiles and clothing after 2004, and those which will be left on the sidelines
.

Nonetheless it is significant in this context that levels of prosperity in countries which are or have been heavily dependent upon textiles and clothing, and which have espoused gradual market opening, such as South Korea, Taiwan, and Malaysia, have undergone more rapid growth than has been the case in the closed market economies of India and Pakistan. Nevertheless, India has a growing middle class with purchasing power in excess of that of the EU average, and variously calculated as being between 35 and 100 million people. 

The least developed countries have benefited from EU quotas imposed on more advanced textile suppliers as well as from preferences under the EU GSP scheme. In the light of the phase out of quotas, proposals for multilateral tariff dismantling have to take full account of the special situation of the least developed countries (LLDCs) and their future worldwide market opportunities.

For development purposes alone, there is every reason to suggest that the WTO & EU should commit themselves to achieving open markets around the world, including amongst the developing countries, during the Doha Development Agenda negotiations. In addition, the more advanced of the developing must now be prepared to play a more significant role in helping the poorest nations to progress, by offering access to their exports. Put simply, market access has to be viewed as a tool of mutual benefit to developing countries themselves, and to EU exporters.
2. The preferential policies of the European Union.

The EU has set a fine example to its trading partners around the world by providing duty free (and quota free) access to the EU for the 49 countries listed by the United Nations as being the least developed on the planet
. It is an example that other developed nations should be encouraged to follow. This is less a question of “burden sharing” than a moral obligation, and Euratex fully supports the Commission’s policies in this respect. Here it is worthwhile noting that the volumes of exports to the EU market from the countries concerned are limited in volume, since the only major player is Bangladesh. (Total fibres, textile and clothing imports from the 49 LLDC’s represented 3,8 billion Euros in 2002, or 4.7% of Extra-EU imports, already down from 4.1 billions and 5.8% respectively in 2000). There is every reason to believe that these volumes will grow little in the future, as pressure from the dominant exporting nations grows in the run-up to the year 2005, and the end of the ATC quota system. 

Any tangible erosion of the current level of preference under the “Everything but Arms” (EBA) initiative from reduced EU tariffs will conversely and inevitably lead to a reduction in current export volumes from the least developed countries. This underlines the LLDCs’ urgent need for further export opportunities on the world market, particularly where the more advanced developing countries are concerned. There should indeed be some value, internally and at a later stage, in envisaging a phase out of the GSP system itself, leaving the full benefit of duty exemptions to the LLDC’s alone. These should be enhanced by flanking measures to bolster participation in EBA.

3. Special and Differential Treatment (SDT)

This concept is no longer universally applicable as far as textile and clothing trade is concerned. This is instanced by the EU decision not to apply the GSP benefits to a number of more advanced developing countries (graduation). 

In a saturated EU textile and clothing market, it would be irresponsible to foster the belief amongst potential newcomers that they can profitably set up textile production facilities for export to the developed world. World economic growth will see an expansion of international demand for textile and clothing products but the benefits will be greater only if there is substantial progress in closed market opening, which allows producers to diversify their international customer base. Europe itself has enormous potential for increased exports if markets open on a fair and constant basis. The EU and the USA, however, will see their imports in 2005 and beyond dominated by a handful of countries e.g. China and India. In order to compete with major Asian producers in the commodity field, newcomers will have to sell at very low prices while trying to escape this “commodity trap”, an impossible gamble.

In this respect, it is crystal clear that an increasing number of exporting nations are alarmed at the picture they see emerging as of January 1st 2005. They themselves talk of an end to the relative safety of the existing national quotas; they realise that they cannot effectively compete in the quality markets, and they are the first to accept that they cannot export, with few exceptions, to their fellow ITCB members
. How much more difficult then for a country which has yet to place its feet on the first rung of the textile and clothing ladder? Quota abolition in 2005 will inevitably lead to the loss of “safe market shares” and to fiercer competition especially in the low price segment. To soften the adverse effect for smaller suppliers, Europe should put forward concrete projects to enable these countries to diversify their industrial base and to alleviate their dependency on the low price and low quality segment
. Indeed, foreign investment and therewith the transfer of know-how and technology can only be attracted with an appropriate investment environment. Adequate internal reforms and liberalisation policies are therefore indispensable in this area also.

4. The EURATEX response and recommendations.

Experience in previous GATT rounds shows that, however good the intentions of the European negotiators, the expectations of the European textile and clothing industry have been disappointed. As a result, textile and clothing trade is characterised by massive and flagrant imbalances in market access as between the industrial and developing world. Tariff cuts by the EU have been taken as a due; few return gestures of substance have been made. By January 2005 the EU market will be even more open than it is today. European industry has every right to seek to develop its export trade. The question is how to obtain the necessary market access.

A. Euratex believes that it is essential that in the multilateral framework, tariff negotiations in textiles and clothing should be on a sectoral basis, i.e. aimed at a substantial harmonisation of tariffs within the sector worldwide. If this were not the case, there is a real risk that the legitimate interests of Euratex members would be traded off against hypothetical gains in others areas (i.e. agriculture). 

The concept of “zero for zero” duties may have been canvassed by certain other industries or WTO members, aiming at eliminating all tariffs on a multilateral basis. Euratex cannot accept the “zero for zero” option in textiles and clothing for two reasons:[a] its effective multilateral implementation appears highly improbable and would have to be accompanied by the abolition of all non-tariff barriers; [b] to do so would be to renege on much of the EU’s preferential policies by effectively abolishing the tariff preferences. Moreover such an option would need to be comprehensive, reciprocal and accompanied by flanking measures to the exclusive benefit of the poorest. This is an unrealistic goal.

B. At that same time, the WTO should take the offensive in respect of non-tariff barriers. It is indispensable that non-tariff barriers form part and parcel of the “tariff” reduction programme. In that context, the Euratex suggestion is that WTO begin by:

· Imposing a freeze on existing non-tariff barriers

· Outlawing in WTO those NTBs (see annex 1), which Sri Lanka, Ukraine, Brazil, Vietnam and indeed Pakistan have already accepted within their bilateral deals in textiles with the EU. If they have done this, there appears to be no reason why others should not follow suit.

· This would then be followed by an item-by-item discussion of any remaining non-tariff barriers based on a proportionality test in those areas where public health and/or environmental issues need to be taken into consideration, and hence removing those barriers set up on spurious grounds.
WTO should ensure that trade instruments such as anti-dumping be capable of effective implementation in the event of genuine cases of unfair trade practises. 

C. In earlier position papers, Euratex repeated its demand that third countries should reduce their bound duties on textiles and clothing to a maximum of 15%. This view has not changed, and the industry believes that it can be accommodated within a simple sectorial harmonisation framework, which takes full account of the Doha declaration. 

To achieve this, the EU duties may have to undergo some limited downwards adjustments of tariffs following commitments from all trading partners to achieve the 15% level required. The extent of those adjustments, of course, directly depend on the commitment of all trading partners to bring their tariffs as close to zero as possible. There would then still remain an adequate margin of preference for newcomers, new member-states, and pan euro–med participants, thus ensuring coherence with existing and announced EU policies. And last but not least, subject also to the removal of non-tariff barriers, such solutions would for the first time also provide consumers around the world with proper access to quality European textile and clothing products, and with free trade in textile and clothing. The Uruguay Round’s unfinished business would now be completed.

* * *

Annex 1

Non-tariff barrier list

After careful analysis of the changes in the non-tariff barriers used by WTO members to restrain trade over the period 1995-2000 and protect their own industries, EURATEX considers that there should be agreement within WTO that all forms of non-tariff barrier should be outlawed. Those barriers include but are not confined to the following:

· Any additional duties on the import or sale of products of EU origin in excess of the custom duties set out in the Agreement, or any other taxes of equivalent effect, which are higher than any such duties or taxes imposed on the production or sale of equivalent domestic goods

· Technical regulations or standards, or conformity assessment or certification rules, procedures or practices going beyond the purposes for which they are required

· Any formal or informal minimum import price requirement, or other customs valuation rules, procedures or practices giving rise to barriers to trade

· Rules, procedures or practices for pre-shipment inspection that are discriminatory, non-transparent, excessively lengthy or the imposition of customs controls for the clearance of goods to shipments that have been subject of pre-shipment inspection

· Excessively burdensome, costly or arbitrary rules, procedures or practices concerning the certification of the origin of products or requiring direct shipment of goods from the country of origin to the country of destination

· Any non-automatic or discretionary licensing requirements, or any automatic licensing rules, procedures or practices imposing disproportionate burdens or having restrictive effects on imports

· Requirements or practices concerning marking, labelling, the description or composition of the product or the description of the manufacturing of products which, either in their formulation of in their application, are in any form discriminatory as compared with domestic products

· Unduly long customs clearance delays or excessively burdensome, excessive or costly customs procedures, including inspection requirements, which have an unnecessary restrictive effect on imports

· Subsidies causing injury to the EU textiles and clothing industry.

* * *

Annex 2

Trade evolution 1995-2002 by main regions for the EU-15

1995-2000 Index of textile and clothing EU-15 trade based on values (°)
	
	2000
	Index 1995=100

	
	EU-15 Exports  Mio €
	EU-15 Imports Mio €
	EU-15 Trade balance

Mio €
	Exports
	Imports
	Trade balance

	ITCB Countries *
	4,041,894
	30,171,986
	-26,130,092
	136
	170
	176

	o.w. China
	416,316
	11,406,253
	-10,989,937
	290
	241
	239

	o.w. India
	138,920
	3,970,469
	-3,831,549
	256
	136
	134

	o.w. Pakistan
	19,693
	1,908,322
	-1,888,629
	997
	161
	165

	o.w. Bangladesh
	18,055
	2,815,803
	-2,797,748
	585
	267
	267

	o.w. South Korea
	685,993
	1,486,959
	-800,966
	109
	183
	487

	P.E.M. ***
	20,066,708
	29,063,844
	-8,997,136
	167
	176
	199

	USA
	5,046,897
	1,447,472
	3,599,425
	161
	89
	221

	Total Extra-EU
	40,423,494
	69,495,410
	-29,071,916
	149
	167
	242

	(°) : Textile and clothing without fibres

	* ITCB countries: Argentina; Bangladesh; Brazil; China; Colombia; Costa Rica; P.R. Korea; Egypt; El Salvador; Guatemala; Honduras; Hong Kong; India; Indonesia; Rep. of Korea; Macao, China; Maldives; Mexico; Pakistan; Paraguay; Peru; Sri Lanka; Thailand; Uruguay; Vietnam;

	***: PanEuroMed area : Bulgaria, Czech Rep., Hungary, Poland, Romania, Slovakia, Slovenia , Estonia, Latvia, Lithuania, Morocco, Tunisia, Turkey, EFTA countries

	Source: Euratex on CITH data based on SITC


	Trade evolution 1995-2002 by main ITCB countries

	Textile and Clothing
	EU-15 Exports
	Trade Balance
	Export/Import Ratio

	Selected export markets
Mill. Euros
	1995
	2002
	Increase
	1995
	2002
	1995
	2002
	Increase
	1995
	2002

	
	Mill. €
	Mill. €
	1995-2002
	Share %
	Share %
	Mill. €
	Mill. €
	1995-2002
	%
	%

	Argentine
	70,646
	27,310
	39%
	0.2%
	0.1%
	61,415
	15,525
	25%
	765
	232

	Brazil
	174,625
	169,178
	97%
	0.6%
	0.4%
	-3,043
	-1,371
	45%
	85
	99

	China
	143,624
	416,316
	290%
	0.5%
	1.0%
	-4,580,824
	-10,989,937
	240%
	3.0
	4

	Egypt
	115,446
	113,626
	98%
	0.4%
	0.3%
	-323,707
	-402,271
	124%
	26
	22

	Hong Kong-China
	1,246,230
	1,437,453
	115%
	4.3%
	3.6%
	-1,365,207
	-897,280
	66%
	48
	62

	India
	54,244
	138,920
	256%
	0.2%
	0.3%
	-2,867,512
	-3,831,549
	134%
	1.9
	3

	Indonesia
	89,704
	113,992
	127%
	0.3%
	0.3%
	-1,410,834
	-1,881,275
	133%
	6.0
	6

	Mexico
	90,405
	473,860
	524%
	0.3%
	1.2%
	-4,121
	373,823
	-9071%
	96
	474

	Pakistan
	19,734
	19,693
	100%
	0.1%
	0.05%
	-1,164,932
	-1,888,629
	162%
	1.7
	1

	South Korea
	632,005
	685,993
	109%
	2.2%
	1.7%
	-181,282
	-800,966
	442%
	78
	46

	Thailand
	100,342
	134,430
	134%
	0.3%
	0.3%
	-757,396
	-1,105,957
	146%
	11.7
	11

	Sub-total 10
	2,737,005
	3,730,771
	136%
	10.1%
	9.2%
	-12,624,830
	-21,409,887
	170%
	18
	15

	Other ITCB
	236,551
	311,123
	132%
	0.8%
	0.8%
	-2,178,821
	-4,720,205
	217%
	10
	6

	Total ITCB
	2,973,556
	4,041,894
	136%
	10.3%
	10.0%
	-14,803,651
	-26,130,092
	177%
	17
	13

	Total Extra-EU 
	27,164,280
	40,423,494
	149%
	100%
	100%
	-14,625,452
	-29,071,916
	199%
	65
	58

	ITCB countries: Argentina; Bangladesh; Brazil; China; Colombia; Costa Rica; P.R. Korea; Egypt; El Salvador; Guatemala; Honduras; Hong Kong; India; Indonesia; Rep. of Korea; Macao, China; Maldives; Mexico; Pakistan; Paraguay; Peru; Sri Lanka; Thailand; Uruguay; Vietnam. 

	Source CITH (SITC 65, 84) on Eurostat


	EU trade with LLDC's countries - selected suppliers/customers 1998-2000-2001

1000 Euro - SITC nomenclature (*)

	
	Total 4
(*)
	TOTAL LLDC (**)
	TOTAL EXTRA-UE
	The 4 share in LLDC
	The 4 share in Total Extra

	2001

	IMPORTS
	SITC 26  : TEXTILE FIBRES AND WASTE
	4,007
	226,108
	3,766,248
	1.8%
	0.1%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES
	227,004
	279,969
	19,046,062
	81.1%
	1.2%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES
	3,312,208
	3,616,207
	50,791,460
	91.6%
	6.5%

	
	TOTAL
	3,543,219
	4,122,284
	73,603,770
	86.0%
	4.8%

	EXPORTS
	SITC 26  : TEXTILE FIBRES AND WASTE
	810
	143,772
	1,610,252
	0.6%
	0.1%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES
	27,635
	271,964
	24,116,126
	10.2%
	0.1%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES
	14,723
	62,243
	16,431,040
	23.7%
	0.1%

	
	TOTAL
	43,168
	477,979
	42,157,418
	9.0%
	0.1%

	Trade BALANCE
	SITC 26  : TEXTILE FIBRES AND WASTE
	-3,197
	-82,336
	-2,155,996
	3.9%
	0.1%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES
	-199,369
	-8,005
	5,070,064
	2490.6%
	-3.9%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES
	-3,297,485
	-3,553,964
	-34,360,420
	92.8%
	9.6%

	
	TOTAL
	-3,500,051
	-3,644,305
	-31,446,352
	96.0%
	11.1%

	

	2002

	IMPORTS
	SITC 26  : TEXTILE FIBRES AND WASTE 
	5,215
	191,123
	3,342,862
	2.7%
	0.2%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES 
	187,583
	218,764
	18,159,462
	85.7%
	1.0%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES 
	3,240,001
	3,410,772
	51,335,948
	95.0%
	6.3%

	
	TOTAL
	3,432,799
	3,820,659
	72,838,272
	89.8%
	4.7%

	EXPORTS
	SITC 26  : TEXTILE FIBRES AND WASTE 
	1,139
	139,607
	1,720,090
	0.8%
	0.1%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES 
	19,984
	220,483
	23,950,176
	9.1%
	0.1%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES 
	1,853
	39,791
	16,473,318
	4.7%
	0.0%

	
	TOTAL
	22,976
	399,881
	42,143,584
	5.7%
	0.1%

	Trade BALANCE
	SITC 26  : TEXTILE FIBRES AND WASTE 
	-4,076
	-51,516
	-1,622,772
	7.9%
	0.3%

	
	SITC 65 : YARN-FABRICS –MADE-UP TEXTILES 
	-167,599
	1,719
	5,790,714
	-9749.8%
	-2.9%

	
	SITC 84 : GARMENTS & GARMENT ACCESSOCIES 
	-3,238,148
	-3,370,981
	-34,862,630
	96.1%
	9.3%

	
	TOTAL
	-3,409,823
	-3,420,778
	-30,694,688
	99.7%
	11.1%

	(*) LLDC’s selected countries:  Bangladesh, Cambodia, Laos, Nepal
	Source: Euratex calculations on CITH data

	TOTAL LLDC's (**)
AFRIQUE (34 pays) : Angola, Bénin, Burkina Faso, Burundi, Cap Vert, République centrafricaine, Comores, République démocratique du Congo, Djibouti, Ethiopie, Erythrée, Gambie, Guinée, Guinée Bissau, Guinée Equatoriale, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritanie, Mozambique, Niger, Ouganda, Rwanda, Sao Tomé et Principe, Sénégal, Sierra-Leone, Somalie, Soudan, Tanzanie, Tchad, Togo et Zambie.
ASIE (9 pays) - Afghanistan, Bangladesh, Bhoutan, Birmanie, Cambodge, Laos, Maldives, Népal, Yémen.
PACIFIQUE (5 pays) - Kiribati, Iles Salomon, Samoa, Tuvalu, Vanuatu.
CARAIBES (1 pays) - Haïti.
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�  World Bank, “Global Economic Prospects and the developing countries” published on 31st October 2001.


� We refer here only to the UNCTAD list of LLDC’s:- update 2001 – 49 countries :Afghanistan, Angola, Bangladesh, Benin, Bhutan, Burkina Faso, Burundi, Cambodge, Cap-Vert, Comoros, Djibouti, Eritrea, Ethiopia, Gambia, Guinea, Guinea-Bissau, Guinea equatorial, Haiti, Isles Salomon, Kiribati, Lesotho, Liberia, Madagascar, Malawi, Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Uganda, Rép. centrafricaine, Rép. démocratique du Congo, Rép. démocratique populaire Lao, République-Unie de Tanzania, Rwanda, Samoa, Sao Tome-et-Principe, Senegal (*), Sierra Leone, Somalia, Sudan, Chad, Togo, Tuvalu, Vanuatu, Yemen, ,Zambia


� ITCB: International Textile and Clothing Bureau: Argentina ; Bangladesh ; Brazil ; China ; Colombia ; Costa Rica ; D.P.R. Korea ; Egypt ; El Salvador ; Guatemala; Honduras ; Hong Kong-China ; India ; Indonesia ; Rep. of Korea; Macao-China ; Maldives ; Mexico ; Pakistan ; Paraguay ; Peru ; Sri Lanka ; Thailand ; Uruguay ; Vietnam.


� Pascal Lamy speech “'From Doha to Dhaka: EU-Bangladesh cooperation for sustainable development' - Seminar on Everything But Arms initiative, Dhaka, 21 November 2001 - Pascal Lamy speech - The European Union and Cambodia: Partners in Trade and Development - The Government Palace - Phomn Penh, 18 February 2002 
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