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ABSTRACT

BACKWARD LINKAGE: A STUDY INTO THE PROSPECTS OF
CLOTHING EXPORTS OF BANGLADESH

By

Khandker Habib Ahmed

The clothing products of Bangladesh, at present, have
restricted and reserved access (quota) to the readymade
garment markets of developed countries, particularly, the
United States. From 01 January 2005, as per the provisions
of the WTO Agreement on Textiles and Clothing (ATC),
Bangladesh's garment and textile manufacturers will have to
cope with steep competition from such countries as India,
Pakistan, China, and Thailand, from which Bangladesh now
imports raw materials to satisfy the demand of its textiles
and clothing sector. All these countries will be able to
inflate their RMG exports, now limited by quotas, when the
WTO establishes its free market in 2005. As a consequence,
these countries are likely to utilize more of their locally
produced yarn and fabrics internally, resulting in the rise
of prices for such raw materials as Bangladesh imports from
them, putting pressure on the textiles and clothing
industries of the country. Again, backward linkage

industries have already thrived in these contesting



countries, which would, presumably, let them to stay in
competition in the impending free market with a better
position than Bangladesh. Setting up backward linkage
industries in Bangladesh with a complete supply chain to

its major export earning RMG sector is, therefore, crucial.
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| NTRODUCTI ON

Bangl adesh trade in the international arena encounters a
constant deficit as evident from the data of Bangl adesh
Export Pronotion Bureau (EPB) !. As of Financial Year(FY)
1997-98, Bangl adesh export earnings can afford only 68.40%
of its inmport costs while the condition of previous years
bei ng even worse. The country is also weak in its interna

resource nobilization and industrial base. Agriculture is
the backbone of the econony. Therefore, Bangladesh is
dependent on foreign aid, l|oan, grants etc. This is,
i ndeed, disgraceful and humliating for an independent
country. To achieve a satisfactory balance between its

export incone and inport cost is, therefore, crucial.

Governnment of Bangladesh through its Export Pronotion
Bureau (EPB) is striving for higher export earnings to
reach a balance with its inport bills in the near future.
Bangl adesh has a l|arge population of 128 mllion, the
density of population is nore than 900 persons per square
kilometer. As the land for agricultural production is
limted, rather gradually decreasing due to new habitats

and various establishnents, the basic need of this gigantic

! Bangl adesh Statistics 1996-97, Export Pronotion Bureau, Bangl adesh, Page- 21.
Table 2.7 in chapter two shows the rel evant data.



population is alnost inpossible to neet up wth the
agricultural production. Export oriented industrialization,
preferably boosted up by backward |inkages industries is,
therefore, essential for the survival of the people of

Bangl adesh.

A commodi ty-wi se export earnings? of Bangladesh for the
fi nanci al FY 1997-98 shows that export of clothing
(readynmade garnments and knitwear) accounts for 73. 31% of
the total export earnings of the country. Therefore, it is
obvious that approximately 3% of the country’'s export
earnings cone from clothing export that nakes the sector
the nost inportant one for the econony of Bangl adesh. The
clothing nmarket of Bangladesh is nmainly limted in the
United States (US) and the European Union (EU) and it
enjoys MFA-quota facility which wll be phased out after
Decenber 2004 as per the Agreenent on Textiles and d ot hing

(ATC) under the aegis of World Trade Organi zati on(WO).

Agai n, Readynmade garnents (RM5 in Bangl adesh, being | abor
i nt ensi ve, has its conparative advantage over other
manufacturing sectors in the country. It mght be worth

nmentioning that alnost 90% fabrics, as would be discussed

2 Annual Report 1997-98, Export Pronotion Bureau, Covernment of Bangl adesh, page
25



|ater, and other accessories are inported under various
Governnent incentives, for instance, bonded warehouse
facility, duty drawback arrangenent etc. Mreover, the
cheap labor, nostly wonen, is exploited in these factories.
In spite of this advantage, RMG sub-sector in Bangl adesh
predomnantly |acks backward |inkage support as as the
country’s fiber, yarn and fabric production base is not

r obust .

Gven the circunstances as above, | would like to put
forward ny work into the prospects of backward |inkages to
the clothing export of Bangl adesh. There are several steps
in the anticipated backward |inkage supply chain. These are
production of natural or man nmade fibers, spinning of yarn,
production of fabrics in textile industry, dying, printing
and finishing, cloth nmaking in garnents industry and,
finally, export in world market or use up donestically.
Each stage adds value to the next stage. Apart from this
vertical chain, there are some other factors |inked
hori zontally to every stage in the chain (see figure 11.1)

that will be discussed | ater

This study, therefore, attenpts to examne the possibility

of such backward |inkages in the textiles and clothing



sector of Bangladesh vis-a-vis the experience of other

| eading courtries, at present, in this sector.

Wth this vision in mnd, | have splited the entire work
into several segnents. It contains twelve chapters in total

First three chapters are introductory chapters as to foster

an idea of coherence to the substantive work placed
successively in later chapters. These are about overal
macr oeconom ¢ situation of Bangladesh, its export scenario
and i nmport overview.

Chapter Four focuses on the worl dw de production of cotton

and synthetic fibers and Bangl adesh’s position on it while

Chapter Five explains sone technical aspects and related

t erm nol ogi es, for trouble-free understanding in the

succeeding chapters. Chapt er Six accounts for t he

hi storical developnment of world textiles and clothing
industries in line with the technol ogical inventions and
advancenent s.

Chapter Seven deals with the devel opnment of world trade in

textiles and clothing from tine imenorial to date to
inmpart an inpression about the currents and cross-currents
of world trade in textiles and clothing including

Bangl adesh  situation. Chapt er Ei ght enconpasses the

international reginmes for textiles and clothing on a



chronicle account including its inpact on the exports of

Bangl adesh clothing sector. Chapter N ne attenpts to

explore the experience of | eading countries in textiles
and clothing and possible inputs for the sane in Bangl adesh.
An overall picture of Bangl adesh textiles and

clothing sector incorporating the existing problens and
difficulties could be obtained from Chapter Ten. Center of

attention of Chapter El even would be to examne the

potential of backward |inkages to clothing exports of
Bangl adesh as to how a total value-added chain could be

established in the country. Finally, Chapter Twelve wll

furnish sone policy inplications, | f any, for the

Gover nment of Bangl adesh in view of such backward |inkages.

Again, internet resources provided bulk of the naterials
for this work principally because of the need for updated
information as well as non-availability of adequate
information in other available sources. A few on-line
newspaper archives of Bangl adesh were extremely helpful in

exploiting the country’s current situation in the textiles



and clothing sector. In addition, for the Chapter Four,
United States Departnment of Agriculture (USDA) honepage
provided valuable information which were of gr eat
assistance for this work. Now, a chapter summary presents
nore details on the contents of each chapter.

Summary : Chapter One

Bangl adesh Macroeconony: A d ance

This chapter presents an overview of the macroeconomc
situation of Bangladesh. It touches wupon agriculture,
i ndustry, growth of GDP, broad nmoney growth, exchange rate,
external debt, FY 2001 budget, bal ance of paynents, foreign
exchange reserves, internal resource utilization, inflation

foreign assistance, public sector performance, anong ot hers.

Country Commercial Quide (CCG 2000-2001 of the US Enbassy
in Dhaka stipulates that *“agriculture accounts for 26% of
GP and is the primary occupation of about 70% of its
popul ation, nostly farmers or rural I|aborers. Industry
contribution to the real GDP of Bangladesh is about 26%
whi ch conprises nanufacturing, construction, power, and
utilities. The average annual growh of GDP in the ten-year
period from FY 91 through FY 2000 was 4.8% these growh
rates fall short of the levels needed to reduce

significantly the poverty. Broad noney growth accelerated



to 18.6% in the 12 nonths ending April 2000, conpared to
10.4% in 12 nonths ending June 1998. The exchange rate in
July 2000 is taka 51 to the dollar. Assessed on the basis
of outstanding principal, Bangladesh's external nedium and
long term debt stands at about $15.4 billion, or about 34%

of GDP, at the end of FY 2000. The debt service burden on

this debt is about 7% of current export earnings.

The FY 2001 budget projects revenues of Taka 242 billion
($4.75 billion) and the CGovernment’s operating budget
projects expenditure of Taka 196 billion ($3.84 billion),
6. 4% higher than FY 2000. The budget envisages a deficit
which the Governnment projects at 5.8% of GOP, the |IM
estimates at 6.3% and ot her know edgeabl e observers peg at
6.8% Overall balance of paynents denonstrates a “surplus
of $158 mllion in the July 1999-Feb 2000 period conpared
to a deficit of $171 mllion in the conparable year-ago
period. Foreign exchange reserves was $1.4 billion by the
end of May 2000 which could nmaintain about two nonths’ of
import bills of the country. As of 12 Decenber 2000,
forei gn exchange reserve of the country is 1359 mllion US
dollar. Governnent’'s internal resource utilization is
increasing gradually which stood at 43.03% by the end of

the Plan period. Inflation, aided by bunper agricultural



harvests and slow industrial activity, stood at 2.72% in
May 2000 on a year-on-year basis. The country had received
foreign assistance at a rate of 6% of (GDP annually since

its independence.

The di sgracef ul economc condition of Bangladesh is
attributed to a nunber of reasons, for exanple, "“a weak
financial sector, an wunproductive and chronically noney
| osing public sector, poor infrastructure, l|ack of export
di versification, and pervasive corruption at all Ievels of
the society”, political failure to address |ongstanding
econom ¢ problens affecting the business environnent and

i nvestment climte, anong others.

Summary : Chapter Two

Export Pronotion Scenario of Bangl adesh

By the promulgation of a Presidential Odinance in 1977,
Export Pronotion Bureau (EPB) enmerged as a sem autononous
body to pronote export and inprove plan and policies to
assist the private sector. During the Fiscal Year 1997-98
export from Bangladesh in total ampunted to US$ 5161.20

mllion as agai nst US$ 4418.28 mllion during 1996-97.



During the FY 1997-98, the share of primary conmodities was
US$ 501.93 mllion and that of manufactured products at US$
4659.27 mllion i.e. 9.73% and 90.27% respectively.
Conpared to the preceding year, the overall export during
FY 1997-98 in US$ increased by about 16.81%°. In 1997- 98,
export earnings afforded 68.40% of inport bill. Conmodity-
W se export earning of the 1997-98 FY (Table 2.2) shows
that 73.31% export earnings were from readynade garnents
and knitwear indicating the nost inport sector for earning
forei gn exchange for the country. Frozen food, jute goods,
| eather, raw jute, chemcal products, tea, agricultural
products etc. also assist to enhance exchange earnings for
the country. In 1997-98, export earning from |eather and
| eather goods were US$ 228 mllion. Fisheries sector
contributes greatly to Bangl adesh econony ----about 4.7% of

GDP.

Agriculture is the backbone of Bangladesh econony. The
contribution of agricultural sector in export is not
prom nent. Bangl adesh shares 2% of world s tea production

and 3% of world export, which accounts for 1.2% of foreign

3 Annual Report 1997-98, Export Promotion Bureau, Government of Bangl adesh,
page33



exchange earning *. Mreover, the balance of trade of
Bangl adesh from 1980-81 to 1996 in Table 2.12 shows al ways
negative. In financial Year(FY) 1997-98, Bangl adesh export
earnings afforded only 68.40% of its inport costs. It is,
therefore, essential to boost up the export sector of

Bangl adesh.

Summary : Chapter Three

| nports of Bangl adesh---an Overvi ew

This chapter presents a brief inpression about the inport
situation of Bangl adesh focusing predomnantly on the itens
of inport belonging to textiles and clothing. The inport
costs in textiles and clothing sector as shares of tota

import costs were two-ninth and one-fifth in FY 1991-92 and
1990-91 respectively®. In Fiscal Year 1997 — 98 the anount
of exports was US$ 5.0 billion and that Inports was US$ 7.5
billion exhibiting a clear trade deficit of 1.5 billion.
India is a domnant player in the inport list of the
country that accounted for 13.78% of total inport in 1996-
97 followed by Japan, China, Hong Kong, Republic of Korea,

USA and ot hers.

4 Annual report 1997-98, Export Promotion bureau, Bangl adesh, page 49
® cal cul ated fromappendi x- |
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Taka has been nade convertible into foreign exchange for
i nport of goods. The governnent has allowed the exporters
of readymade garnents to inport gray clothes. Presently,
licensing is not needed for inports. Tariff structure has
been rationalized wth a rate of 40% inport duty at the
zenith. The average rate of protection slunped from 100% i n
1985 to 22%in 1996° Moreover, quantitative restriction has
been trimed down from 42% in 1985 to only 2% percent of

i mports in 1996.

Trade reginme of Bangladesh defends inport-substitution
inefficient industries, which give birth to expensive but
low quality consumer goods. Mreover, it is plagued wth
problens in inport valuation and custons clearance, for
I nst ance, “voluntary pre-shi pnent i nspection regine”,
smuggl ing induced by high tariff rates that give rise to

“the protection through tariff ineffective”.

Garnments industries of the country are highly inport

dependent. The average annual rate of growh in this sub-

6 Overview O The Trade And Trade Rel ated Policies O Bangl adesh

ht t p: / / waww. bangl al. cond dcci / pol i cy. ht M downl oaded on Cctober 5, 2000. Dhaka
Chanber of Commerce & Industries (D) honepage.
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sector was 25 per cent from 1991-92 to 1995-96 that
necessitated alnost an equally fast rate (23.6 per cent in
the sanme period) of growh of inports, which are alnost
mandatory in fabrics. ‘Mandatory’ in the sense that the
country has no backward |inkage textile industries for the
garnents industries. There remains considerable room for

cutting inports by pronoting donmestic production.

Summary : Chapter Four

Nat ural and Man- made Fi bers: World Producti on

& Bangl adesh Position

This chapter | ooks into the fiber production of Bangladesh
in textiles and clothing sector vis-a-vis the sanme in other
pot enti al countri es. Fibers are principally of t wo
categories: natural fibers and man-nmade fibers. Natural
fibers mainly constitute cotton and wool while man-nade
fibers enconpass chiefly cellulosic fiber and synthetic

fi ber. Man-made fibers involve capital intensive technol ogy

12



whi ch in Bangl adesh, at present, is not feasible as its

conpar ative advantage i s headed for mainly cotton.

China, the United States, India, Pakistan and Uzbekistan
and Turkey produced 76 percent cotton of the world total

countries in 1996/97. On a recent statistics of the United
States Departnment of Agriculture (USDA) regarding Cotton
Producti on, Supply and Distribution by Country (see
Appendix 11), China appears wth ending stock up to
Decenber 2000 (MY 2000/2001) as 2,276,000 MI, being the
hi ghest all over the world. Simlar estimate for the United
States figures 3,778,000 netric tons, being the second
hi ghest while India ranks third with a total production of

2,591,000 netric tons, Pakistan being the fourth. Cotton is
the major crop in Uzbekistan and it totals 936,000 netric
tons, the fifth largest producer of the world. Again,
Turkey ranked “sixth in cotton lint production in 1996-97
in the world with total production 806,000 netric tons.
Argentina , Australia, Thailand, Geece, Iran, Mili, MXico,
Spain, Syria, Zi nbabwe, Egypt retain noteworthy position in

the world share of cotton production.

Bangl adesh’s share in world total cotton production is

insignificant. As of Decenber 2000 (My 2000/2001), an

13



estimate of USDA shows that Bangladesh’s total production
is 14,000 netric tons. Bangl adesh Cotton Devel opnent Board
(BCDB) undertakes cotton pronotion activities but its
achievenent is not satisfactory so far. Bangl adesh,
therefore, is in an inconvenient position as regard to the

production of both natural and man-made fi ber.

Summary : Chapter Five

Sonme Technical Aspects in the Field Textiles and d ot hi ng

In order for trouble-free understanding in the subsequent
chapters, | found it reasonable to incorporate sone Kkey
aspects and termnologies in the field of textiles and
clothing, nostly being pertinent to this work. These are
carding, hand-cards, carding nachine, conber nachine,
rovings, yarn, spinning , spinning jenny, roller spinning

flax Spi nni ng machi ne, handl oom  weavi ng, gr ei ge,
nmercerising, size and sizing , gray, knitting, dyeing,
printing and finishing dyeing and shrinking ,silk,
fuller's earth, wllowng, wllowing nmachine, flying
shuttle, polynerization, automation and conputer aided
design (cad), information engineering systemin textile and

cl othing, environnental pollution by textile industries,

14



Summary : Chapter S x
Wrld Textiles and d othing I ndustri es: H stori cal

Devel opnent

Present chapter focuses on the historical devel opnment of
textile and cotton industries from both |ocation and age
with acconpanying technol ogi cal i nnovat i ons. It i's
extensively believed that India is the “birth place of the
cotton manufacture” and “industrial revolution was mainly
the revolution of the cotton industry in Britain”. Cotton
industry in Japan also witnessed a rise in md eighteenth
century followed by other East Asian states. Manufacturing
process, in general, appeared in Italy in the fourteenth
century. By the mddle of the sixteenth century it was
established in  GCernany, Prussi a, Saxony, and the
Net herlands. A little later cane England France followed

in seventeenth century and Russia in the eighteenth.

Handl oom was i nvented about 2,000 years ago and fly-shuttle
by M. John Kay in 1738, spinning jenny by Janes Hargreaves
in 1764, spinning-frame by R chard Arkwight’'s in 1768 that
that took up the name water-franme in 1771. These two
machi nes spi nni ng-Jenny and the water-frane initiated a new

era in the history of cotton trade as well as cotton
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manuf acture, as a separate and distinct industry. Wth the
principles of both Hargreaves’ jenny and Arkwight’s water-
frame a machine, called ‘nule’, was devised in 1779. Dr.
Cartwight invented a power —loomin 1785. The invention of
Cylinder printing occured by Bell of dassgow, in 1783. In
1748, a carding nachine was brought out by Lewis Raul of
Bi rm ngham M. Roberts, in 1825, patented the new “self-
acting mule. An inprovenent on the water-frane was nade

and the new machi ne was called Throstl e.

Since the seventeenth century, in Korea, unlike china and
Japan, nerchants were not allowed “to take part in the
circulating processes of cotton fabrics. Mandari ns
controlled these comodities and circulated through
political channels and not by conmercial processes. Again,
spi nning and weaving were the national industries of India
down to the commencenent of the nineteenth century.
Managi ng agent systemin India played a role of pronoters.
The cotton industry in China and Japan “reached a stage” by
the mddle of the eighteenth century through a “putting

out” systemin which “merchant could easily take a | eading
role in the further growmh of the cotton industry by
providing the operating funds. During Opium War (1840 42)

the European industrialism and comercial activities
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exerted a thrust to traditional Chinese society. Cotton
spi nning machinery in Japan commenced in the neighborhood
of 1866 and cotton-weaving industry, in 1894, at the tine
of Sino-Japanese War, opened a new era in the industrial

devel opnent of Japan

Since the Second world War three types of technical change
have had an inportant inpact on the textile industry. These
are astoundi ng advancenent in synthetic fiber technol ogy,
i mportant process innovations such as introduction of rotor
spi nni ng and shuttle | oons, i ncreased aut omat i on
conputerized production rmanagenent and application of
m croelectronics to new nachinery by the end of 1970s,

whi ch increased capital -intensive character of the textile

i ndustry.

After 1947 East Pakistan, now Bangl adesh, came under the
hegenony of Wst Pakistan. The west produced nore cotton
than the east and the textile industries devel oped mainly
in the west. After independence in 1971, the governnent of
Bangl adesh nationalized the textile industry and Bangl adesh
Textile MIls Corporation (BTMC) was forned to cater the
textile industries, which remained under the control of the

BTMC until 1982-83
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Summary : Chapter Seven

Wrld Trade in Textil es and d ot hi ng: H stori cal
Per specti ves

This chapter deals with the devel opnent of world trade in
textiles and <clothing through ages anong different
countries and regions. England had been inporting the soft
nmuslins and beautiful “printed calicoes”, from India since
1631. From the seventeenth century up to the mddle of the
ei ghteenth century, the East India Conpany’ s shipnents to
England of Indian cotton <cloth showed a phenonenal
expansion. In 1700, British Parlianment enacted |egislation
prohibiting the inport of printed calicoes from India and
the first sanple of English nuslin entered into Bengal in
1783. The export of cotton yarn from Bengal to England

st opped conpletely in 1786.

The beginning of the regular cotton trade between the
United States and Geat Britain dates from 1784. American
traders not only supplied cotton to Britain, they explored
the Chinese market too in the year 1784. Interestingly,
India’s status, by 1820, transformed from cotton
manufacturing country to cotton exporting country for

reasons nentioned earlier. I ndi a, by 1817, started
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exporting cotton to China. The American civil war(1861-65)
caused blockade to cotton export from the United States
resulting in a “cotton famne” in Lancashire and Engli sh
manuf act ures were bound to | ook back on India for supplies.
France in 1858 was prom nent for cotton manufacturing nost
of which canme from Anerica. In 1784 the Anerican nerchants
began their commercial operations in the Chinese narkets
with | ow cost products. Between the 1850s and 1870s,
supremacy  of the Western industrial countries were
chal l enged by I ndian and Japanese cotton goods in the Asian

mar ket s.

Japanese inports of raw cotton from America were escal ating
especially after 1913 and “during the 1930°'s Anerican raw
cotton becane the nbst inportant of Japan’s rawcotton
imports. Between 1925 and 1933 Japan further increased its
share in Indian inports and in 1939 superseded that of
Engl and. Mreover, the Japanese cotton had replaced the
predom nance of Indian cotton goods in the Chinese nmarket,
and furthernore it appeared in 1918-19 as a conpetitor in
the Indian market itself. Textile and clothing production
has expanded very fast in East Asia vis-a-vis the rest of

the world. “It grew especially rapidly in Japan in the
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1950s and the 1960s, in Korea and Taiwan in the 1960s and

1970s, and in China since its opening up in 1978".

Summary : Chapter H ght

I nt er nati onal Regimes in Textiles and dothing and
Bangl adesh
This chapter touches all the developnents international

reginmes in textiles and clothing fromthe tinme before Wrld
War |l to the into Wrld Trade O ganization (WO under the
Agreenent on Textile and dothing (ATC) along wth its

i mpacts on Bangl adesh.

Japan had to conclude Voluntary Export Restraints(VER)
arrangenments under the American threat when Japanese
textiles and clothing industry experienced a boom during
the period between two world wars. After the Second Wrld
War , | iberalized framework of GATT and the CEEC
facilitated dimnution in restrictions in internationa

textile trade. Thus, GATT was the only multi-lateral |ega

framework governing world trade in textiles from its

provi sional entering into force in 1948 until 1961.
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The Short-Term Arrangenent (STA) and the Long Term
Arrangenents (LTA) were concluded in 1961 and 1962
respectively to set up separate rules for international
trade in cotton textiles and in 1973, the Milti-fiber
Arrangenent (MFA) extended this special treatnment to trade
in textiles produced from man-rmade fibers and wool. The
first objective of the 1961 arrangement ' was to provide
opportunities for exports of these products to avoid
di sruptive effects in individual markets and on i ndividual
lines of production while the second objective was to
facilitate economc expansion and, in particular, to
pronote the devel opnment of the |ess-devel oped countries by
provi di ng i ncrease access for their exports of manufactured

products.

The MFA was | aunched in 1974 and termnated on 31 Decenber
1994 followed by the energence of Agreenent on Textiles and
Gothing (ATCQ on 1 January 1995 under WO The main
obj ectives of the MFA were trade liberalization and orderly
and equitable developnent of trade to avoid disruptive
effects in individual markets and on individual 1ines of

production in both exporting and inporting countries, to

" The 1961 arrangenents includes both STA and LTA with a preanple and
two appendi ces.
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pronote the developnent of |ess developed countries.
Ironically, the MFA was used al nost exclusively to protect

agai nst inports from devel opi ng countri es.

Bangl adesh, regrettably, has not been benefited from the
MFA even after the conparative advantage of abundant cheap
| abor force in the country chiefly because of the unskilled
and uneducated |labor force that was unable to produce

quality products.

The WO Agreenent on Textiles and dothing (ATC) has been
concluded by the nenber states for a period of ten years
(1995-2004). It is a transitional instrument to step into
the quota free trade in the international market in 2004.
Bangl adesh’s the quota facility will remain no nore from 1
January 2005 resulting in stiff conpetition from other
countries, for exanple, China, India, Pakistan, Thail and,
anmong others. Backward |inkage industries have thrived in
these countries that would let themto stay in conpetition
in free market with a better position than Bangl adesh.
Therefore, setting up backward I|inkage industries in
Bangl adesh with a conplete supply chain for its nmajor

export earning RMG sector is crucial.
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Summary : Chapter Nine
Textiles and Cdothing: Experience of Contenporary Leading

Countri es

This chapter attenpts to furnish |leading countries

experience in textiles and cl ot hi ng.

It is notable that availability of the girl workers and
cheap |abor played a great role in the devel opnent of

Japanese cotton industries.

Donestic adjustnent processes such as shedding of excess
| abor and capital equiprment, the demse of small plants and
adoption of nodern, |abor-saving equipnent, investnment in
research and devel opnent, switch in production enphasis
from | abor-intensive to capital-intensive pr oduct s,
shifting its  product mx to nore technologically
sophisticated itens and by upgradi ng products and changes
in protection frominports are the features, anong others,
that lend the maturity to Japanese textile and clothing

i ndustry.

In the recent tines, Japanese textile industries seens to

be dwindling in terns of nunber of establishnments, nunber
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of enploynment, exports. This declining trend mght be
imputed to the rising force in East Asia in these
i ndustries, nanely, Hong Kong, Taiwan, Korea and, nore
recently, China and Japan’s parallel nove to even high-tech
industries coupled with rising |abor costs in its capital-

I nt ensi ve edge.

China ranks as the largest producer of cotton clothing and

the second |argest producer of synthetic fibers in the
world. Sonme 80% of the fibers consumed in China in its
textiles and clothing is cotton. The industry enployed
12.43 mllion enployees in 1995. The total value of output

was 703.5 billion Yuan RMB in the sane year.

China's textile industry is nostly in the type of SMEs and
has rear position in technol ogi cal advancenent which enjoys
a conpetitive edge in the global nmarket owing mainly to its
conparative advantages in |low |abor costs, available raw
materials, and |low nmanufacturing cost. Moreover, its
donestic textile market is quite large due to 1.2 billion
popul ati on. Conpetitiveness of China is buttressed by great
export volunme and high custom tariff. Mst of the exported

garments are of low and mddle grade. The governnent
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controls the purchase of cotton” and hence a stable

production cost persists in the textile industry.

Annual production of synthetic fibers of China trebled
between 1977 and 1983 even though the inports of synthetic
fi ber expanded in parallel. Qutward | ooking policies during
the 1980s had led clothing industries of both China and
Thailand to expand very fast and are beconming nore
dependent on inports of fibers. Denmand for natural fibers
is increasing notwithstanding the huge natural fiber
production. @ina has already achieved the nost difficult

tasks required to enulate its East Asian nei ghbors.

Hong Kong's forenpbst export earner is its textile industry,

which accounts for 7% of total donestic exports, and
enpl oys 9% of total nmanufacturing workforce. Hong Kong has
set up sonme offshore production bases, mainly in Asia
Central and South America with a view to exploit cheap

| abor and get hold of quotas available in these countries.

Most of the textiles factories are snmall-scale, with 60% of
Hong Kong's textile firnms enploying less than 20 persons
Modern machi nes and techniques such as open-end spinning

are used in Hong Kong. Shuttle less |oons are enployed that

25



exhibit high productivity. Conputerized design systens,
programm ng equi pmrent and knitting machi nes are extensively
used to enhance productivity. HEhanced productivity of the
industry is inputed to increased application of nodern,
comput er-aided manufacturing equi pnent and production

machi nery.

Hong Kong's strategic location has nade it as a regiona
hub for sourcing garnents. Fashion designers of Hong Kong
have earned reputation in “quality  workmanship,
sensitivity to «current trends, and ability to blend
comercialism with innovativeness. Qick production |Iead
time and reliable product quality are inportant features of
the Hong Kong industry. Dyeing, printing and finishing
factories are able to neet 70% of the local clothing
i ndustry's requirenents for textile fabrics. Again, sone
infrastructural and environnental constraints, for instance,
“lack of anple factory space for new and large mlls,
i nadequate water treatnent and discharge facilities are

exi stent in Hong Kong’'s textile and clothing industries.

In the early 1970s, the textile industries of Republic of

Korea marked a boom nmainly with the educated and skilled

| abor force as its conparative advantage that, at a later
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stage, noved towards capital-intensive end, which is stil

soaring up. Therefore, Korea mght be contenplated as one
of the associate of Hong Kong in East Asia. Mijor facility
investnents in Korea, at present, are heading “for
envi r onment pr ot ecti on, energy conservation and the
introduction of information technology systens in this
sector. Moreover, Local area network (LAN), nmanagenent-
oriented software and conputer integrated nanufacturing

(CM investnent are expected to come up nore brisk.

Exports of Thailand's textiles and clothing industry out put

have expanded dramatically in the md-1980s that yielded it
a status of the “highest foreign exchange earning comodity
group” «contributing “about one-quarter of rmanufacturing
val ue-added” and “the hi ghest enploynent share of any sub-
sector in the manufacturing sector. Thailand is follow ng
the pattern of wearlier industrial developnent of first

Japan and then Hong Kong, the Republic of Korea and Tai wan.

Long term Covernnent assistance to the industry seenms to
underpin its growh that enconpassed pronotion privileges,
credit subsidies, as well as protectionist inport barriers,

but there have been offsetting sales taxes and tariffs on

internmediate inputs. In addition, the draw back system
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prudent nonetary and fiscal policies, low inflation helped
the industries’ proliferation. The establishment of
Thailand Textile Institute to upgrade the entire textile
industry to enable Thailand to becone a quality textile
manuf acturing country in line with the market rather than a

| ow- cost one.

The nodern textile industry in Turkey is the consequence of

industrialization efforts in the sixties and seventies.
Gadual ly, the sector denonstrated rapid growh and during
the seventies it switched on exporting. Presently, it is
one of “the nobst inportant sectors in the Turkish econony
in terms of GDP, enploynment and exports and Turkey's
position in 1997 was 6'" anong the clothing exporters of the
worl d. Moreover, “as a quality cotton-producing country
Turkey has an integrated and diversified production in al

sub-sectors of the textile industry, produces and exports
all types of yarn, fabric, clothing, household textiles and

ot her

Avai lability of abundant raw cotton has facilitated the
expansi on of Turkish spinning and weaving industries. The
esti mated anount of cotton yarn produced was around 790, 000

tons and cotton fabric production was 1455 mllion neters
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in 1998. Turkey has a strong woolen textile and clothing
industry and it is the third |argest nohair producer in the
worl d. Turkish hone textile export value was 807 mllion
dollars in 1998. It is an inportant sub-sector for the

Tur ki sh econony.

The availability of high quality cotton, as nentioned
earlier, extensive use of CAD (Conputer A ded Design) and
CAM (Conputer Aided Manufacturing) and the increase in the
nunber of qualified personnel has assisted the products of
the Turkish clothing sector to earn a good reputation in
foreign markets and the production volune of clothing was
estimated at 260 000 tons in 1988. The European Union
provi des the “biggest market for Turkish clothing exports
and the total value of Turkey's clothing exports to the EU
was 4.5 billion dollars in 1998. Textile exports in Turkey
is a highly dynam c sector where “nore than 93 percent of

the firns are privately owned

The rise of textile and clothing industry in Turkey is
attributed to “a series of structural reforns ained at
l'i beralizing the economy and devel opi ng exports instead of
the previous inport-substitution strategy”; investnent by

the private sector in spinning, weaving and clothing
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i ndustries; liberalization of international trade; t he
rapi d devaluation of the national currency (lira) against
the US dollar since 1990; inclusion in custons union with

the menber states of the European Community (EC) in January

1996 and so on.

The textile industry of India is a robust sector wth

regard to its soci o-econom c inportance, which accounts for
around 5% of GDP and over one-third of total exports of the
country. The Indian Textile Industry has a noderately
conplex structure with “hand spinning and hand weaving
operations” at one end of the spectrum while “a highly
sophi sti cat ed, capi tal-intensive and hi gh speed
manufacturing activity”, on the other. In addition, a well
established infrastructure for production, technically
gualified nanpower and skilled |abor avai l able at
considerably | ower costs, material conpetence and marketing
expertise are other stimulants to satisfy the denmand of the
one billion strong honme narket as well as a huge and
growi ng vol unme of exports. Textile industry in India is the
only industry, which is self-reliant and conplete in val ue
chain fromraw material (cotton) to the highest val ue-added

products (garnents and nade-ups).
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Summary : Chapter Ten

Textiles and C ot hi ng: Bangl adesh Perspectives

Bangl adesh textile industry accounts for 45% of al

i ndustrial enploynment in the country and contributes 5% of
the total national incone. The country does not produce
enough of the raw materials as conpared to its denand
entailing its high dependence on inports. Presently,
locally grown cotton can afford only 4-5% of the total
requirement of this sector. On the other hand, “the
production of the synthetic/man-nmade fibers used in the
textile industry requires fairly advanced technology and
investnment”, which is not feasible, at present, for

Bangl adesh.

The estinmated production capacity of the spinning sub
sector is in the region of 183 mllion kg per year. However,
only 125.16 mllion kg, or 67.3% was produced in 1997-98
and under production is inputed to the fact that about 38%
of the spinning mlls in the country are nore than twenty-
five years old. Frequent power failures, a shortage of raw
materials, a high inport duty on raw materials and a high
percentage of wastage constitutes the ground for the |ow

out put of the spinning sub-sector.
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Only 21% of the total demand for yarn is nmet locally in
Bangl adesh. The shortage in supply from the spinning sub-
sector is also negatively linked to the anount of gray
produced. The yarn gap is filled by inports of 3.15 billion
neters of gray per year. The weaving sub-sector | acks
organi zati on and coordi nation because smal | -scal e
manuf acturers renmain scattered all over the country, which

breeds “replication and a | ack of specialization

Knitting/ hosiery factories have shown signi ficant
i nprovenents in quality in recent tinmes and knitting has
beconme another rapidly growing textile sub-sector. But it
needs nodern facilities for manufacturing quality fabrics
suffers from shortage of raw materials and working capital

Sonme 179 textile mlls are laid off at present.

Wth regard to enploynent, hand-loom sector stands as
second | argest source of rural enploynment. Irregular supply
of the vyarn, dyes, and chem cal s, poor access to
transportation, dependence on brokers are sone of the
problens of the handloom sector. Mst export oriented
garnment factories reject the gray produced by the rural

handl oons because of inferiority in uniformty, quality and
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narrower width than power |oons. Qver one mllion persons

wer e enpl oyed i n handl oom sector in 1990.

The final steps in the textile industry 1i.e. dyeing,
printing, and finishing has inproved dramatically despite

deficiency of nodern equipnent and facilities. This sector

depend highly on inported gray.

The RMG industry i.e. the clothing industry has grown at a
blistering pace since 1978 largely due to the sinple |evel

of t echnol ogy needed by t he i ndustry. Mor eover

relatively inexpensive and weasily available nachinery,
requirement of smaller premses conpared to the textile
i ndustry, abundant supply of cheap |abor consisting nostly
of women, incentives such as liberal trade policies, |ow
tariffs on inported nachinery, and bonded warehouse
facilities and, nost significantly, benefit of reserved
mar kets by MFA Quot a have spurred the growh of the
garnent industry. Around 85% of the total requirenment of
woven fabric and around 35% of the total requirenent of
knit fabric are inported by the -export oriented RM5

I ndustry.
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To stinmulate the economc growh and pronote stability in
Africa, one of the world s poorest regions, and the
Cari bbean countries, US Trade and Devel opnent Act of 2000
(USTDA 2000) has cone in effect from 01 October, 2000.
Experts envisage that Bangladesh wll have detrinenta

affect fromthis nmeasure.

Again, “SAARC CQumulation” facility, wunder which fabrics
m ght be inported from any SAARC countries for using in RMG
factories before exporting to EU countries, has energed
controversial. Lack of enforcenent of labor |aws, hunman
rights, frequent |abor problens at the sea port, stock |ot
due to political disturbances and port problens, paucity of
credit from banks, currency devaluations sone of the
nei ghboring countries are, anong others, problens of RMG

sector in the country.

To introduce a specialized bank for providing loans to
export-oriented industries , to set up sone textile parks

with simlar facilities as in the export processing zones
(EPZs), to establish a Apparel Board are some of the

denmands of RMG sector.
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Summary : Chapter El even
Backward Linkages to dothing Export of Bangladesh : An

Appr ai sa

This chapter attenpts to scrutinize the prospects of
establishing the backward Ilinkage industries in the
textiles and clothing sector of Bangladesh through | ooking
at the pertinent factors at different stages of the chain,
as nmentioned earlier, enconpassing the likely experiences
of other countries. D scussions, therefore, incorporate
concepts of |linkages, the rationale behind the necessity of
backward |inkages in the textiles and clothing industries,
conpatibility of standard trade theory for Bangl adesh
textile and clothing sector wth specific exanples,
different vertical stages in the chain, examning the
horizontal factors linked to every stage in the sector,
rel evant backward |inkage issues in general, sorting out
the possible steps to be taken at every such stage, anong

ot hers.

At stage-1, in view of the global market in clothing after
MFA phase-out in 2005, Bangladesh need to find *“market
niche”. At stage 2, decision on 'SAARC cunulation' is

required i mmedi ately. Mreover, shortening |ead period, up-
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grading the quality of product, separate authority under
direct supervision of the prine mnister to speed up
deci sion-making for garnent sector, establishnent of an
Apparel Board, access to credit, power supply, rule of [Iaw,
depoliticization of the labor force, continued policy
support of the governnent, inproved nanagenent capacities
and excellence in fashion designing to help |ocal
entrepreneurs face the challenges of the post 2004 gl obal
market etc., are the demands of the RM5 sector which need

i medi ate attention of all quarters.

Again, working and living condition in the garnents are
really abysmal, as nentioned earlier, even though |ow |abor
cost prevails. Mreover, stock l|ot situation, Dhaka-
Chittagong dual carriage way, telecomunication, banking,
i nsurance, custons, port labor turnoil, the neighboring
countries’ devaluation etc. are the unresolved issues
posing threat to the prospects of backward |inkage in the
sector of the country. Human rights and environnenta
i ssues, BGVEA representation in governnment bodies, |owering
bank interest rate, income tax free textile products,
lifting double insurance system special bank for export-
oriented industries, textiles park simlar to EPZ etc. are

important issues for which country’'s RMG sector is not
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fully prepared that would affect the backward |inkage
initiative for the 2005 conpetitive quota free gl obal trade.
Agai n, RMG factories require relatively inexpensive
machi nery and snmaller factory space which is good for this

prospects to bring to reality.

At stage 3, i.e. finished fabric making, finishing industry
in Bangladesh is not ready to lend or induce backward or
forward |inkage supports to the relevant segnents of the

textiles and cl ot hing chain.

At stage 4 i.e. gray fabric making (weaving, knitting,
| oons), Bangladesh weaving mlls, as nentioned earlier,
constantly fall short of production owing to chain link
shortage of yarn production in spinning sub-sector. The
knit gray demand is net by l|local production. The handl oom
sector faces a lot of difficulties as stated before.
Moreover, a a result of the closure of the handl oons, the
yarn mlls of BTMC are also being closed. Because the
weavers of the handl oom industry were the real and nain
custoners of the yarn mlls of BTMC Present status at
this stage, doesn't indicate that it has backward |inkage

potential as envisaged in the Textiles and clothing chain.
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At stage 5, i.e. production of yarn through spinning also
faces problens, for exanple, as nentioned earlier, 38% of
spinning obsolete nmachines, technician shortage, power
crisis, shortage of raw materials, |eakage from warehouse,
closure of mlls, inability to pay back bank |oans,

shortage of capital, non-profitability and so on

Again, extensive natural fiber production, mainly cotton,
is not feasible owing to growing demand for food to feed a
gigantic population as well as paucity of cotton grow ng
| and, already nentioned. The spinning sub-sector inports
(95% of cotton. Therefore, at stage-6, Bangl adesh textile
sector is again, not prepared to provide back up support as

anticipated in the production chain.

QG her factors involving the backward |inkage industries in
Bangl adesh are: colossal anmount of fund (3 billion dollars),
human resource devel opnent, neighboring conpetitors of
Bangl adesh, power crisis , growing nontariff barriers |ike

wor kpl ace code of conduct, eco-labeling, human rights and

soci al and safety requirenments, flaws
in the textile policy etc. wuld, no doubt, inpair
seriously the backward linkage efforts in the clothing

exports of Bangl adesh. In view of the post-MA era in 2005,
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Bangl adesh badly needs to streantine its textiles and
clothing sector wth backward linkage to its clothing

export in 2005 as well as addressing constraints discussed

above.

Summary : Chapter Twel ve
Policy Inplications: Backward Linkages to dothing Exports

of Bangl adesh

In this chapter, some inplications has been laid down to
expedite establishnent of such backward |inkage chain at
every stage. Moreover, it also indicates that the prospects

of Bangl adesh textiles and clothing sector to energe as ‘a

new generation’ in South Asia, despite presence of

potential neighbors in this sector, not unlikely, specially
in view of the rise and fall of the conparative advantages

in textiles and clothing industries in East Asian countries.

CHAPTER ONE

BANGLADESH MACRCECONOWY: A GLANCE

1.1: PROLOGUE
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Bangl adesh, the erstwhile East Pakistan, detached from
Paki stan in 1971 through a gory civil war with a view to
achieve political and economcal independence for its
citizens. Unfortunately, the country didn't achieve this
objective even after twenty-nine years of independence.
This failure is inputed to several fundanental aspects.
Most significant of these are: political instability
coupled with lack of vision, unbridl ed pervasive corruption,
fl oods and cycl ones, weak industrial base, gigantic size of
popul ation | eading to nassive unenpl oynment, |ack of natural
resources, high illiteracy rate, weak revenue base, neager
donestic savings and investnents etc. Bangladesh is,
therefore, one of the poorest countries of the world which
received a bulk of foreign assistance from various donors
since her independence. But significant econom c attai nment
is still far away. It is, therefore, inperative to explore

the | oophol es of such failure.

1.2: AGRI CULTURE
Bangl adesh’s geographical location is l|abeled as the
semtropical climatic region. It is a land of nunerous

rivers and their tributaries that mnake up its soi
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exceptional ly productive. Agriculture is the spine of the
econony of Bangladesh vis-a-vis its inadequate and feeble
i ndustri al sector. Approxi mately 85% of the total
popul ation of the country inhabits in rural areas and they
earn their living from agriculture. The country is now
self-sufficient in food grains. Natural disaster, nmainly
flood al nost every year and ruinous cyclone intermttently,
results in colossal anount of damage to the econony of
Bangl adesh. However, “agriculture accounts for 26% of CDP,
down from about 40% in the 1980's, and is the primary
occupation of about 70% of its population, nostly farmers
or rural laborers. The growh rate of agricultural
production accelerated from 5.0% in FY 99 to 7.0% in

FY2000" 8.

1. 3: I NDUSTRY

According to the GCG 2000-2001 of US Enbassy Dhaka,
| ndustry contribution to the real GP of Bangladesh is
about 26% which conprises nmanufacturing, construction,
power, and utilities®. Industrial activity in the private
sector remains constrained as consunmer demand is weak,

donestic and foreign investnent is slow, inport denmand is

8 Conmercial Quide (COG 2000-2001, US Enbassy, Dhaka

ww. usenbassy - dhaka. org downl oaded  on Decenber 08, 2000
® | bi dem
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slack, letter of credit openings are slow, and |ack of
confidence in business conditions among businessnen. The
culture of ‘hartals'® and strikes pose serious threat to
the Foreign Drect Investnent (FDI) flow and inpairs

severely the industrial activity of Bangl adesh.

1.4: OVERALL ECONOM C GROWH
A noderate growh was spectacular in Bangladesh econony
over the |ast decade which the US Enbassy guide recorded

meti cul ously as placed bel ow':

“Bangl adesh has experienced fairly robust econonic growth during the
| ast decade, which saw restoration of a denocratically elected
government and a steady, albeit slow |iberalization of the econony.
The average annual growh of GDP in the ten-year period from FY 91
through FY 2000 was 4.8% the prelimnary estimate for FY 2000
economc growh is 5.5% However, these growh rates fall short of
the levels needed to reduce significantly the poverty that afflicts
one in three Bangl adeshi s”.

It is righteous to say that the country voted for two free
and fair general election in 1991 and 1996 to place in
power two denocratic governnents which m ght have positive
impact on economc growh of the country. Moreover,
i beralization of the econony commenced in the year 1992.

Table 1.1 below shows the GDP growh rates of different

10 hartal is the strike called by opposition party when every normal activity

remains virtually stopped.
11 Country Conmercial Quide (GO, 2000-2001, US Enbassy, Dhaka.
wWmv. usenbassy - dhaka. org  avail abl e on Decenber 08, 2000
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five-year and two-year plans'? prepared by the Mnistry of
Pl anni ng of governnent of Bangl adesh:

Table 1.1: Plan Size, actual Expenditure and CDP Rate of Past Plans
(at respective base year prices)
(in mllion Taka)

M an Plan S ze Estimat ed actual [ Qow [ Realiz
expendi ture th ed
Tot al Publi c Private | Total Publi c Private | Targ | Gowh
et (%
(%
1 2 3 4 5 [§] 7 8 9
First Five | 44,550 39, 520 5,030 20, 740 16, 350 4,390 5.50 4. 00
Year Pl an
Two year 38,610 32,610 6, 000 33,590 24,020 9,570 5.60 | 3.50
Pl an

Second Five | 172, 000 111, 000 61, 000 152,970 103, 280 49, 690 5.40 3. 80
Year Pl an

Third Five | 386, 000 250, 000 136, 000 270,110 171,290 98, 820 5.40 3.80
Year Pl an

Fourth Five | 620,000 | 347,000 | 273,000 [598,480 274,083 | 324,397 [5.00 [ 4.15
Year Pl an

Source: The Fifth Five Year Plan 1997-2002, Mnistry of Planning, Governnent of
the Peopl e’ s Republic of Bangl adesh, Table 1.1, p.2

It is obvious fromthe table that the average annual growh
rate during the fourth Plan period was 4.15 per cent, which
appears as the maxi mum anong the earlier plans. This |ow
growh has been attributed to al nost stagnant agricultura

production in the country®3

Table 1.2. provides sone insights about the sectoral growh

rates during the Fourth FFY Pl an.

12 Bangl adesh Governnment introduced several five-year and two-year plans since
the country’s independence in 1971. These are: First Five Year Plan (1973-78),
Two Year Pl an (1978-80), Second Five Year Plan (1980-85), Third Five Year Plan
(1985-90), Fourth Five Year Plan (1990-95), Two Year Plan Holiday (1995-97) and
the present Fifth Five Year Plan (1997-2002).

3
The Fifth Five Year Plan 1997-2002, Mnistry of Planning, Government of
the Peopl e’s Republic of Bangl adesh, p.2
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Table 1.2: GDP conposition and G owh Rate During Fourth Five Year Plan
Period (at 1984/85) prices).
(in mllion Taka)

Sect or T9897 90 [ 1990/ 91 [ 1991792 [ 1992793 [ 1993794 | 1994795 [ Annual & owt h Rate
(%9
Tar get Achi eve
- nent
1 2 3 4 |$) [§] 4 3
Agrirculture 190, 3541 193,421 | 197,662 | 201, 230 | 201,915 199,822 3. 42 0.98
I'ndustry 49,322 50, 503 54,211 59, 140 63, 786 69, 302 9. 02 7. 05
Elect., gas, and]| 5,561 6, 704 7,876 8,933 10, 184 171,339 9. 28 15. 31
natural resources
construction 29, 7149 a1, 087 32,471 34, 032 36, 074 38, 093 0. 60 0. 34
Transport and [ 59, 024 60, 840 63, 349 606, 416 70, 089 74,203 5.39 4. 68
Conmuni cati on
Trade and other [ 105,124 110,237 [ 115, /80| 122,041 | 129,516 | 140,115 5.00 5.92
services
Hous1 ng 38, 030 39, 316 40, 656 472,187 43,792 45,457 3. 62 3. 63
Publ1 c services 20, 363 22, 334 24,184 26, 240 28, 484 30, 962 10. 65 8. 74
Total GDP 497,527 | 514, 442 | 536, 189 | 560, 219 | 583, 840 | 609, 793 | 5. 00 4.15
Source: The Fifth Frve-Year Plan 1997-200Z2, Mnistry of PIanning,

Governnent of the People’'s Republic of Bangl adesh, Tabl e
1.2, p.3

The table indicates that agricultural sector attained poor
growmh because this sector experienced trouble in
“fertilizer distribution and Jlack of adequate public

procurement of food grain at support prices”.

1.5: GOVERNMENT BORROW NG AND MONEY SUPPLY

The Country Conmercial Quide!®, 2000-2001 of the US Enbassy
in Dhaka stipulates that “the nost dramatic macroeconom c
devel oprent in Bangl adesh during the first half of FY 2000
has been the country's skyrocketing nonetary expansion,

fueled by unprecedented governnent borrowing from the

14Ibidem p. 2
Boy. at.



banki ng sector through sale of treasury bills. Broad noney
growmh accelerated to 18.6% in the 12 nonths ending April

2000, conpared to 10.4% in 12 nonths ending June 1998".
Hai der’s report '® explicates the grounds on such borrow ng

by the Governnent:

“I'ncreasing public expenditure coupled with stagnating revenue yield
has forced the government to borrow both from the foreign and
donestic sources... The rising size of the governnment in the early
nineties (up to 1992/93) was increasingly financed by tax and non-
tax revenues(..). Contribution of net foreign financing towards
meeting total public expenditure, on the other hand, declined from
around 37 per cent in FY91 to around 18 per cent by FY 99.In fact,
increased donmestic resource nobilization(i.e. tax and non-tax
revenues) in the early nineties nore than conpensated for the
decline in net foreign financing during the period. As a consequence,
borrowing from donestic sources declined from 5.7 per cent in FY91
to only 1.6 per cent in FY 93. However, the contribution of revenue
yield stagnated since FY 95 while financing from foreign saving (net
foreign financing) continued to decline. Consequently, borrow ng
from domestic sources (banking and other) rose sharply from |less
than 2 per cent of total public expenditure in FY 93 to around 15
per cent in FY 99. Thus the government was found to depend
increasingly on domestic borrowing to finance its ever increasing
public expenditure”.

Haider also points out that “borrowing from donestic
sources have adverse inplications on the econony ranging

from inflationary tendencies to crowding out of public

investnent” and it brings about “increased repaynent
bur den in terns of i nterest paynent on revenue
expendi tures”. Government is now under denigration from

different corners for such disproportionate borrowi ng from

1 Orar Haider Chowdhury, A Review of the Fiscal Sector. Available at:
http://ww. bi ds-bd- org/ hai der' s_revi ew. ht m downloaded on 15 Cctober, 2000. M.
Chowdhury is research Director, Bangladesh Institute of Devel opnment Studies
(BIDS).
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donestic banks. Table 1.3 denonstrates the financing
figures of public expenditure by net donestic borrow ng and

vis-a-vis net foreign financing.

Table 1.3: financing Public Expenditure (percent share of public
expendi ture)

Year FY96 FY97 FY98 FY99
Net forergn financing 20.8 21.1 18. 3 17.6
Net donestic borrow ng 12. 6 11.0 11. 8 14.7
Source: Omar Hai der Chowdhury, A Review of the H scal Sector, table 10, p. 12

1. 6: EXCHANGE RATES
CGover nment of Bangl adesh altered exchange rates during | ast

few years with necessary devaluations of “Taka” against

major currencies of the wrld for minly two reasons.
Firstly, to augnent export earnings and secondly, to
counter simlar devaluation neighboring countries. Again,

the US Enbassy report nakes the foll ow ng comment:

“The exchange rate in July 2000 is taka 51 to the dollar. The
average annual exchange rate was 40.84 taka per dollar in FY 96,
42.70 taka in FY 97, and 45.4 taka in FY 98, 47.95 taka in FY 99,
and 50.32 in FY2000. The Bangl adesh Bank follows a sem -flexible
exchange rate policy of valuing the currency on the basis of the
real effective exchange rate, taking account of the nom nal exchange
rates and inflation rates of major trading partners. The taka's
mar ket value has been bolstered by the large suns of foreign
exchange Bangl adesh receives every year through aid transfers and
through remttances from overseas workers. The taka is now al nost
fully convertible on the current account, but capital account
convertibility, although promsed for sonme tinme, has not yet
happened”.

It is apparent that “taka” is being depreciated every year

maki ng dollar dearer. Again, the convertibility on current
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account has nmde the business transaction easier which

illustrates liberal foreign reginme of Bangl adesh.

1.7: EXTERNAL DEBT

As regards the country’s external debt, The Fifth Five Year
Pl an!’, 1997-2002 of the Government of Bangl adesh sti pul ates
that “the country’s debt obligation consists mainly of the
public sector debt which increased in nomnal ternms from$
10.61 billion in 1989/90 to $ 16.77 billion in 1994/95
showing a growth rate of 9.60 per cent a year.” An updated
statistics for the FY 2000-2001 is presented in the US
Enbassy report!® excerpt as bel ow

“Assessed on the basis of outstanding principal, Bangladesh's
external medium and |ong term debt stands at about $15.4 billion, or
about 34% of GDP, at the end of FY 2000. Because virtually all of
the country's outstanding external debt has been granted on highly
concessionary ternms (e.g., one or tw percent interest, 40-year
maturity, and a 10-year grace period) by donor nations and
multilateral lending institutions, the net present value of the debt
is far lower than the face value. The debt service burden on this
debt is about 7% of current export earnings”.

It is overt that country’ s debt burden is enornously high
and only a sense of relief is that the debts are

‘ concessi onary’ in nature. Presently, CGovernnment  has

M ni stry of Planning, op. cit., p.8
8 The Us Enbassy, op. cit.
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enbarked on a nove to negotiate with the donors for debt
relief directly or indirectly, for instance, PL-480 debts
wth the United States. Again, a considerable anount of
foreign exchange is depleted every year for debt servicing
and this trend, apparently, doesn’t sound good for the

econony of Bangl adesh.

1.8: BUDGET 2000-2001
The budget figures for the FY 2000- 2001 could be harvested

fromthe Enbassy’ s'® report. It says:

“The FY 2001 budget projects revenues of taka 242 billion ($4.75
billion), 13.3% higher than the FY 2000 actual revenue. On the
spendi ng si de, t he Governnent’ s operating budget proj ects
expenditure of taka 196 billion ($3.84 billion), 6.4% higher than FY
2000. Most of this increase is due to the increased cost of interest
on donestic and foreign l|oans, although continuing subsidies for
poorly-run state-owned enterprises also add to the fiscal burden.

The Covernnent's capital spending budget has been fixed at taka 175
billion ($3.43 billion), 13% higher than the FY2000 figure. The
biggest winners in the new capital spending budget are health and

education”.

The repercussions of state-run fatty enterprises and
borrow ng from donestic and foreign sources is obvious from
the above statenment. Mreover, the budget envisages a
deficit “which the CGovernment projects at 5.8% of GDP, the
| M- estimates at 6.3% and ot her know edgeabl e observers peg

at 6.89% 2°,

® The Us Enbassy, Dhaka, op. cit.

20| bi dem
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1.9 BALANCE OF PAYMENTS

The US Enbassy’s report 2! says that “the current account is

expected to inprove in FY2000". The report also specifies

that “the current account deficit grew from $253 mllion in

FY 98 to $393 million in FY 99, but as of February-end 2000,

the current account is showing a surplus of $402 million”.
This positive sign in current account is, as the report
says, inmputed to “increased workers’ remttances and a
drop-off in food grain inports”. It is added that overal

bal ance of paynents denonstrates a “surplus of $158 mllion

in the July 1999- Feb 2000 period conpared to a deficit of

$171

statistical

mllion in the

conpar abl e

year -ago

period”. The

position of the bal ance of paynents during this

Plan period is apparent from underneath table 1.4.

Table 1.4: Overall

Year Pl an,

Bal ance of
1990-95 (at 1989/90 prices):

Paynents position over

the Fourth Five

(innmillion US $)

Category Proj ection Actual Achi evenent
(%
I nport paynents (-) 22,668 (-) 22,735 100. 30
a. oods ( C.1.T) (-) 19,811 (-) 19,681 99. 34
b. Services (-) 2857 (-) 3054 106. 90
Export Recel pts 13, 528 13, 138 97.12
a. Coods (f.o.D) 10, 792 10, 392 96.29
b. Services 2, 736 2746 100. 37
Balance  of  Goods and | (-) 9, 140 (-) 9,597 105. 00
servi ces
Rem ttance 4,326 4,296 99.31
Qurrent Account Bal ance (-) 4,814 (-) 5,301 110. 12
VEdium and Tong term debt | (-) 1,343 (-) 1,120 84. 388
repaynent s
Bal ance of paynments gap (-) 6, 157 (-) 6,441 104,61
A d H ow 8, 338 7,564 90. 72

21Q:). cit.
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Source: The Fifth Five Year Plan 1997-2002, Mnistry of Planning, Government of
the People’s Republic of Bangl adesh, Table 5.1, p.91 Note: c.i.f= cost,
i nsurance and freight; f.o.b= Free on board

1.9.1 RESERVES

As mentioned in the US Enbassy (Dhaka) commercial report,
the foreign exchange reserves was $1.4 billion by the end
of May 2000 which could nmaintain about two nonths of
inmport bills of the country. It also adds that “weak
industrial activity has restrained the demand for non-food
imports, while bunper harvests truncated food inports”.
Wrker remttances from overseas, which have increased each
year since FY91l, is certainly an added advantage for the
bal ance of paynment of the country. An overall approxinmation
of the remttance during the Fourth Five Year Plan has been

stated in the next Plan?? as:

“Total hone renmittance during the Plan period amunted to $4.30
billion, lower by only 0.69 per cent than the target of $ 4.33
billion. The annual growh of private transfer was slow, 4.80 per
cent against the projection of 5.10 per cent. ... Annual rem ttances
increased from $ 761 mllion in 1989/90 to $ 1.09 billion in
1994/ 95.”

As of 12 Decenber 2000, foreign exchange reserve of the
country is 1359 mllion US dollar?® which is less than the

two nonths inport bill for the country.

ZFEifth Five Year P an. Mnistry & Planning, Qo.cit., p.8

Z The Daill y Ittefaq, a national daily of Bangladesh in Bengali |anguage, 12
Decenber, 2000 . Available at: http://ww.ittefaqg.coni . Downl oaded on 12
Decenber, 2000
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1.10 FI SCAL SECTOR

Hai der ?* points out that “managenment of the fiscal sector
has assunmed an inportant role in dictating the performances
of the macroeconony of a country in the context of the
gl obal i zed econony”. The sane is valid for the econony of
Bangl adesh. Regrettably, the fiscal sector nanagenent is
poor and inefficient as has been laid down in the Country

Commercial CGuide (CCG, 2000-2001 of US Enbassy, Dhaka:

“There was a significant deterioration in Bangladesh's fiscal
position in FY2000, a result of accel erated governnent borrow ng and
an unabated increase in expenditures. The budget deficit increased
to 6.1% of GDP in FY2000, conpared to 4.8% in FY 99 and 4.1% in FY
98. ... Tax revenues fell 12% short of expectations in FY2000,

reflecting an overly anbitious revenue increase target of 22.5% and
weakness in industrial recovery after the flood of 1998. O her
factors contributing to this revenue shortfall were delays in
i npl enenting several new revenue-enhancing initiatives, including a
pre-shi pment inspection system of custons valuation, establishnent

of a large taxpayer wunit wthin the income tax division, and
i ntroduction of a taxpayer identification nunmber”.

It is anticipated that with these new initiatives revenue
collection of Bangladesh would be better than previous
years. Table 1.5 denonstrates the share of public
expenditure in GO for the previous financial vyears.

Apparently, the share hovers around 13% of GDP.

Table 1.5 Share of Public Expenditure in GDP

(Percent)
Year s Per cent
Share
1995- 96 11.9
1996- 97 13. 1

2 Qrar Hai der Chowdhury, Qp. QGt.
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1997-98 12. 8

T1998-99 133
1999- 00 n. a.
Source: Mnistry of Finance and BBS. Qted in: Chowdhury, op. cit,
Table 2, p.2

Budget ary expendi tures of Bangl adesh are provided under two
maj or heads. These are devel opnent expenditures and revenue
expenditures. Table 1.6 shows these data bel ow.

Table 1.6: Share of Devel opnent and Revenue Expenditures in CDP (per
cent)

Year s Devel oprrent Revenue
Expendi t ur e/ GDP Expendi t ur e/ GDP
1995- 96 6.0 5.9
1996-97 6.1 6.9
1997-98 5.9 l.2
1998-99 5.7 7.6
1999- 00 n.a. n. a.

Source: |MEZF®, Mnistry of Planning, Budget Estimate, Mnistry of
Fi nance and BBS. Qted in: Chowdhury, op. cit. table 3, p.3

In 9996, both the shares in CGDP were al nost sane at 6 per
cent where as in 1999 devel opnent expenditures slashed and
the that of revenue expenditure increased to around 8 per
cent. Again, Table 1.7 below shows the contribution of
internal resource used by the CGovernnment for the country’s
annual devel opnent program It is optimstic that the
Governnment’s internal resource utilization is increasing
gradually which stood at 43.03% by the end of the Plan
period. It certainly reduces the Governnent’s dependency on

foreign funds for its devel opnent purpose.

% npl ement ati on, Monitoring and Eval uation Departnent under Mnistry of Plannig,
CGover nnent of Bangl adesh
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Table 1.7: ADP Allocation and GCGovernnment Contribution during Fourth
Plan (at Current prices®)

(I'n mllion Take)

Fi scal Year Tot al ADP | Gover nnent % of Tot al
Al ocation Contribution Al l ocation
1 2 3 4

1990/ 91 61, 210 12,980 21. 21

1991792 71,500 17,870 25.00

1992/ 93 81, 210 20, 530 25. 28

1993/ 94 96, 000 34, 400 39. 83

1994/ 95 111, 500 47,980 43. 03

Source: The Ffth ve-Year Plan 199/7-2002, Mnistry of Pl anning,

CGovernnent of the People’s Republic of Bangl adesh, Tabl e
1.6, p.5

1.11: | NFLATI ON

Bangl adesh econony is not let off from the repercussion of
inflation. However, inflation was curbed by admrable
agricultural output and sluggish industrial activity, which

is evident the report of US Enbassy in Dhaka:

“I'nflation, aided by bunper agricul tural harvests and slow
i ndustrial activity, has continued to plunge in 1999 and 2000, after
peaking in Decenber 1998 at 13% inflation stood at 2.72% in My
2000 on a year-on-year basis”.

Inflation rate was seemngly contained during the |ast
financial year and it didn’t have severe inpact on the life

of people.

1.12: FOREIGN AID
Since the independence of Bangladesh in 1971, it has
accepted foreign assistance every year that constitutes a

consi derabl e part of its GDP. The Enbassy report?’ reads as:

26 March, 1998
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“The country historically had received annually the equivalent of
close to 6% of GDP in foreign assistance disbursenments, but this
figure has declined to around 3-4% in recent years as CDP has
increased while aid utilization has |eveled off”.

But this aid has not been utilized in an efficient way
heading to sustainable devel opnment. At present, aid flow
has shrunk by significant anount. The Fifth Five Year Pl an?®,
1997-2002 outlines few reasons behind so:

“The global recession after the @lf war, the energence of
i ndependent states in the forner Soviet Union, and above all, newy
energing donor priorities adversely affected the availability of
external assistance and caused a decline in the flow of foreign aid
to Bangl adesh. Inplenentation problens also adversely affected aid
di sbursenent”.

The report also adds that “during the Plan period?®, the
total aid disbursenent fell short of the target by 9.28 per
cent to $ 7.56 billion and accounted for 47.64 per cent of
devel opnent expenditure at 1989/90 prices.” This indicates
t hat devel opnent works was excessively depended on foreign

aid during this tinme (1990-95).

1.13: EMPLOYMENT Sl TUATI ON
Unenpl oynent is a constant problem of the country as it
feeds a gigantic population of 128 mllion, the nost

densely popul ated country of the world. During the Fourth

2" The US Enbassy in Dhaka, op. cit.

2 M ni stry of Pl anning, Covernnent of Bangl adesh, . cit. p. 8
2 Fourth Five Year Plan, 1990-95



Plan period the situation seens to be inproved as the
Fifth Plan*® reads:

“The fourth Plan (1990-95) laid specific enphasis on enploynent
generation to alleviate poverty. The |abor force has al nbost doubl ed
since independence growing at a rate faster than the popul ation.
Agai nst this, enploynent on man-year basis has nore than doubl ed
resulting in a reduction of unenpl oynent rate (including
under enpl oynent) from 38.78 per cent in 1972/73 to 31.23 percent in
1994/ 95. “

1.14: GOVERNMENT' S ROLE I N THE ECONOW

CGover nment of Bangl adesh has put together its privatization
efforts to divert from the constantly inefficient State
owned enterprises. But still it has not gained ful
nonentum The Country Commercial Quide (CCG, 2000 2001 of

t he US Enbassy, Dhaka stipul ates as:

“Al though over the past decade the Bangl adesh governnent has enacted
policies to dimnish bureaucratic requirenents and open the econony
to private sector devel opnent, these efforts at market -based reforns
have only been partly successful. Trade has been liberalized and new
sectors opened to private sector developnent; ... privatization

encounter stiff opposition from vested interest groups, such as
public sector |abor wunions, bureaucrats or opposition politica

parties. ..... The state, a major participant in Bangladesh's
i ndustrial sector, owns 40% of industrial capacity, primarily in
jute, textile mlling, steel, and chem cals. According to the Wrld

Bank, the state-owned enterprises (SOE s) accounted for over 25% of
total fixed capital formation, but only 6% of GDP. G oss |osses of
these SOE' s cost the governnent several hundred million dollars each
year, and continue to burden the budget and are a major drag on the
econony”.

Strengthening private sector is, therefore, crucial for the

country’s econony.

30 M ni stry of Planning, Government of Bangl adesh, . cit. p. 9
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1.15

MACRCECONOM C | NDI CATORS SI NCE | NDEPENDENCE

Tabl e 1.8: Macroeconomc indicators (in mllion taka)

tens 19727 75 | 1977778 1979780 | 19847 85 1989790 1994795 19957 96 g.QS;b/ 97
[=)
2 3 4 5 4 8 9
1 6
P (at 1984785 264,555 | 323, 015 341, 298 [ 406, 933 497,527 609, 793 642,441 678, /53
prices)
P (at current | 49,853 145,194 | 196, 050 [ 406,933 | 737,571 | 11/0,261 | 1301, 600 | 1402, 580
prices)
Ext. resource | Z, 459 14,650 25,572 45,172 4,329 97,428 126, 554 116,027
bal ance
I'mport 5,484 22, 855 39, 5388 4,361 135, 751 263, 133 310, 913 329, 328
Export 3,025 8, 205 14,016 31,189 61, 422 165, 705 184, 359 213,301
"Nat T onal 52,312 159, 844 221,622 | 450, 105 811, 900 1267, 689 1428, 154 1538, 218
Resour ces
Consunpt 1 on 50, 811 142,674 191,646 | 397, 438 (17,473 1073, 038 1206, 954 1294, 532
'nvestnment 1,501 17,170 29,976 52,667 94,427 194,651 221,200 243,686
Domestic Saving | - 958 2,520 4,404 9, 495 20, 098 97,223 94, 646 108, 048
Natronal Saving | -71,383 5,407 7, 755 18, 414 42,628 153,245 154,288 205,171
Qurrent Account | Z, 884 11, 763 22,221 34, 253 51, 799 41, 406 66, 912 38, 515
Bal ance
Tax Revenue 1, 866 9, 842 14,363 28,070 57,120 113,640 12272, 330 140, 740
gw?rall fiscal | 4,656 10, 436 19, 412 29, 960 58, 100 79, 700 74,500 74,800
eficit
Rat e of 47.40 12. 74 16. 65 11. 20 9.35 5. 22 4. 07 3.91
Inflation (%
change in CPI)
Real OGP growth| - 7. 03 1.50 3. 93 6. 63 4. 44 5.35 5.65
rate
Exchange rate| 7. 7808 15. 1215 15. 4777 | 26. 0600 32. 9323 40. 2005 40. 8400 42. 7008
(Tk/ US$)
AS % of GDP (at _Current Prices)
Ext. resource | 4. 93 10. 09 15. 04 10. 01 10. 08 6. 33 9. 72 . 2/
bal ance
I'mport 11. 00 15. 74 20. 19 18. 27 18.40 22. 438 235. 69 25. 46
Export 6. 07 5.65 7.15 7. 66 8.32 14.15 14. 17 15.21
Consunpt 1 on 101. 92 98. 26 97. 75 97.67 97.28 91.69 92. 73 92. 30
I'nvest ment 3.01 11.82 15.29 12.94 12.80 16. 63 16. 99 17.37
Donmestic Savings | -1.92 1.74 2.25 2.33 2. 72 6. 351 .27 /.70
Natronal Savings | -2.77 3. 72 3. 96 4. 52 5.78 13.09 11.85 14.63
Qurrent  Account | 5.78 8.10 11.33 8. 42 7.02 3.54 5.14 2.75
Bal ance
Tax Revenue 3. 74 6. 78 (.33 6. 90 .74 9. 71 9.40 10. 03
Overall Fiscal 9.34 7. 19 9. 90 7. 36 7. 88 6.81 5.72 5.33
Deficit
Source: The Fifth Fve Year Pan 1997-2002, Mnistry of Planning, Gvernnent of the

Peopl e’s Republic of

Bangl adesh Bureau of Statistics (BBS).
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declining trend while alnost all other indicators show

escal ating figures over the sanme period.

1.16: CONCLUDI NG REMARKS

The US Enbassy report points out that Bangl adesh econony is
vul nerable to “a weak financial sector, an unproductive and
chronically nmoney | osing public sector, poor infrastructure,
| ack of export diversification, and pervasive corruption at

all levels of the society”. It also supplenents that “the

failure of the political system to address these
| ongst andi ng econom ¢ problens has adversely affected the
busi ness  environnent and investnent climate”. Truly
speaki ng, these conments are not exaggeration of the actual

macroeconom ¢ situation of the country. Chowdhury 3!
elucidates the financial sector weakness in an excellent

way. He says:

“The share of public expenditure in the econony appear to be
i ncreasing. The share of devel opnment expenditure has been declining
and that of revenue expenditure increasing in total public
expenditure. Share of directly non-productive sector in the revenue
expenditure has been increasing, t hat of infrastructure in
devel opment expenditure declining and that of social sector in total
public expenditure has also been declining. Such a change in the

conposition of public expenditure is neither conducive for
generating growh nor for pronoting equity in the econony”.
He also extends that “devel opnent al and regulatory
functions” by the Governnent entail “to generate ever

increasing resources from donestic sources while the

31 Orar Hai der Chowdhury, op. cit. p.12
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revenue effort is stagnating and the tax systemis al so not

congeni al for devel opnent of the econony.

Although in Fifth Plan3? stipulates that the country’s
“m croeconom ¢ managenent has achieved successes” during
the Fourth Plan (1990-1995) due to, as it says, increase in
GDP growh rate, reduction in dependence on foreign aid
suppression of inflation, considerable growmh of exports
and remttances from expatriate nationals, donestic
resource nobilization through tax efforts and reforns,
there are still a long way to go as Chowdhury’s review and

the commercial report of the US Enbassy in Dhaka envi saged.

Wth this overall macro-economc review of Bangladesh,
attention would be paid to the country’' s export situation
as outlined in the title of this work. Chapter two,
therefore, enconpasses the data and other information

rel evant to recent export situation in Bangl adesh.

SUMVARY OF CHAPTER ONE

This chapter presents an overview of the mnacroeconomc

situation of Bangladesh. |t touches wupon agriculture,

2Fifth Five Year Pl an, 1997-2002, Mnistry of Planning, Bangl adesh. P.12
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i ndustry, growth of GDP, broad noney growth, exchange rate,
external debt, FY 2001 budget, bal ance of paynents, foreign
exchange reserves, internal resource utilization, inflation

foreign assistance, public sector performance, anong others.

Country Commercial CGuide (CCG 2000-2001 of the US Enbassy
in Dhaka stipulates that *“agriculture accounts for 26% of
GP and is the primary occupation of about 70% of its
popul ation, nostly farmers or rural I|aborers. Industry
contribution to the real GP of Bangladesh is about 26%
whi ch conprises mnmanufacturing, construction, power, and
utilities. The average annual growth of GDP in the ten-year
period from FY 91 through FY 2000 was 4.8% these growh
rates fall short of the levels needed to reduce
significantly the poverty. Broad noney growth accelerated
to 18.6% in the 12 nonths ending April 2000, conpared to
10.4% in 12 nonths ending June 1998. The exchange rate in
July 2000 is taka 51 to the dollar. Assessed on the basis
of outstanding principal, Bangladesh's external nedium and
long term debt stands at about $15.4 billion, or about 34%
of GDP, at the end of FY 2000. The debt service burden on

this debt is about 7% of current export earnings.
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The FY 2001 budget projects revenues of Taka 242 billion
($4.75 billion) and the CGovernnment’'s operating budget
projects expenditure of Taka 196 billion ($3.84 billion),
6. 4% higher than FY 2000. The budget envisages a deficit
which the Governnment projects at 5.8% of GOP, the |IM
estimates at 6.3% and ot her know edgeabl e observers peg at
6.8% Overall balance of paynents denonstrates a “surplus
of $158 mllion in the July 1999-Feb 2000 period conpared
to a deficit of $171 mllion in the conparable year-ago
period. Foreign exchange reserves was $1.4 billion by the
end of May 2000 which could maintain about two nonths’ of
inmport bills of the country. As of 12 Decenber 2000,
foreign exchange reserve of the country is 1359 mllion US
dollar. Governnent’'s internal resource utilization is
increasing gradually which stood at 43.03% by the end of
the Plan period. Inflation, aided by bunper agricultural
harvests and slow industrial activity, stood at 2.72% in
May 2000 on a year-on-year basis. The country had received
foreign assistance at a rate of 6% of (DP annually since

its independence.

The disgraceful economc condition of Bangladesh is
attributed to a nunber of reasons, for exanple, “a weak

financial sector, an unproductive and chronically noney
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| osing public sector, poor infrastructure, l|ack of export
diversification, and pervasive corruption at all l|evels of
the society”, political failure to address |ongstanding
econonmi c problens affecting the business environnent and

i nvestment climte, anong others.
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CHAPTER TWO

EXPORT PROMOTI ON SCENARI O OF BANGLADESH

2.1: FOREWORD

During the last decade the world experienced renarkable
rise in openness to trade and investnment flows. It was
partly because of the fall of communism and the old ideas
of self-sufficiency, partly because of the Iliberalization
agreed upon during the Uruguay Round and partly because of
spr ead of new information t echnol ogy. Al t hough
gl obal i zation and openness to trade were taking a shape,
the financial crisis and its contagion affect, which hit
sout h-east Asian econom es, has spread over other parts of
the world during the year 1998 causing a drastic fall in
comodity prices. Gven this global economc turnoil,
Bangl adesh econony has overconme this crisis by the

farsi ghted econom c and fiscal policies of the governnent.

G ven the circunstances as above, Bangl adesh export sector
has achieved considerable growh during the year 1997-98

despite the world wde dowward trend. As a result,

depl etion of foreign exchange reserve did not occur during
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the year. Devaluation of currencies did occur to boost
export but it was less in conparison with the neighboring

countries, for instance, |India and Paki st an.

2.2: EXPORT PROMOTI ON BUREAU ( EPB)

By the pronulgation of a Presidential Odinance in 1977,
EPB energed as a sem autononous body with a view to
pronoting export and inproving plan and policies to assist
the private sector®. Honorable Mnister for Cormerce is the
ex-officio chairman of the Board of Managenent, which
conprises of a Vice-Chairman, a D rector-Ceneral, four
private sector nenbers and six high officials of the
Mnistry of Commerce, Industry, Agriculture, Jute, Textile
and Foreign Affairs. Vice Chairman acts as the Chief

Executi ve of the EPB.

2.2.1: THE MAIN FUNCTI ONS OF EPB

To suggest the Governnent for efficient, adequate, econom c
and coordinated plans and policies for the pronotion of
exports; to assess the export potential of Bangladesh
products and services and ensure appropriate quality

control with regard to export goods; to coordinate the

33 annual Report 1997-98, Export Promotion Bureau, Covernment of Bangl adesh, page
11
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export efforts of Bangladesh private and public sector
organi zati ons and provide necessary advice, information and
assistance to such organizations so as to enable them to
maxi mze their export potential; to explore and exam ne
markets of other countries with a view to pronote export of
raw, sem-finished and finished products from Bangl adesh to

such countries®, anpng others.

2.3: OBJECTI VES OF THE EXPORT POLI CY®®

Increase of export in regional and international narkets
with a view to achieve optinum national growh is one of
the main objectives of the Export policy 1997-2000. For
this attainnent, narrowi ng the gap between inport paynents
and export earnings is extrenely inportant. Export policy
ains at timely production of exportable itens at
conpetitive price because it is essential for sustaining
existing markets and further expansion. It also ains at
reaping the benefits by taking advantages of |iberalized
and global international trade after the U uguay round

environnent. The objectives of the Export Policy 1997-2000

34 annual Report 1997-98, Export Pronotion Bureau, Governnent of Bangl adesh, page
11 & 12

35 Annual Report 1997-98, Export Pronotion Bureau, Governnent of Bangl adesh, page
14
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al so incorporates such agenda as product diversification,
quality inprovenent, establishnent of backward |inkage to
export-oriented i ndustries and service sectors,
introduction of newer products for export, exporting high
val ue added products, developing infrastructure for export

performance, <creating skilled man-power in the export

sector, anpbng ot hers.

2.4: | NCENTI VES PROVI DED BY THE GOVERNMENT TO SUPPORT
ENHANCED EXPORT?®

CGovernnment provides sone incentives to the 100% export
oriented industries, for exanple, tax exenption, bank
credit. The annual <contribution of |eather sector of
Bangl adesh to its total export is highly significant. To
boost up export activities, Governnent has declared that
| eat her manufacturing firns exporting at |east 80% of their
products wll receive simlar benefits as that of 100%
export oriented industries. Qther industries exporting 80%
also reap like benefits except those custons and taxation
incentives as nmeant for 100% export oriented industries. In
addition, these industries are allowed to sell 20% of their

products in the local market, subject to paying nornma

36 Annual Report 1997-98, Export Pronoti on Bureau, Government of Bangl adesh, 17-
22
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duties and taxes. Moreover, the leather industries are
provi ded with supervi sed bonded warehouse facilities.

To pronote export of software, Bangladesh Telegraph &
tel ephone Board takes imediate steps for installation of
adequat e nunber of high speed dedicated lines to facilitate
the export of 100% export-oriented software and data entry
service industries. The Covernment also offers supervised
bond facility for duty free inport of conputers and other
accessories. Mreover, 50% of the incone arising out of any
export business is exenpted from incone tax. Under the
provision of Duty Drawback system all duties paid can be
pul  ed back subject to repatriation of sale proceeds in
the form of foreign exchange for all exports other than
deened export through the commercial banks. G vil Aviation
Authority has withdrawn the royalty on the |anding of cargo
flights of the foreign airlines to facilitate the
transportation of air borne export goods at conpetitive

pri ces.

Mor eover, Covernnent provi des bonded warehouse facility for
i mport-depended export industries, treats small and nedi um
export oriented agricultural firms (mnimm size of 5
acres) as industries, provides inport facility for

packaging materials, facilities for handicrafts through
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est abl i shnment of craft vi |l | age, boosts jewellery

export, anong ot hers.

2.5: REVI EW OF EXPORT PERFORMANCE DURI NG FY 1997-98
COVPARED TO PRECEDI NG YEARS

During the Fiscal Year 1997-98 export from Bangl adesh in

total anmounted to US$ 5161.20 nillion as against US$

4418.28 mllion during 1996-97 showing an increase of US$

742.92 i.e. 16.81% A picture of total export earning for

ot her years m ght be obtained fromthe Table 2.1 bel ow

Table 2.1: Total exports earnings over the years since fiscal year
1988-89 (mllion US $)

Fiscal Year 1988 1990 1995 1996 1997

-89 -91 -96 -97 -98
Export Earn | 1291.56 171755 38827, 42 14718.28 5161. 20
-ings

Source: Export Pronotion Bureau, Govt. of Bangl adesh®.

Table 2.2: Commodity-wi se export earning of the 1997-98 FY
(MIllion US $)

Comodi ty Export earning % of total earning
(m USS)

Readynade garnents 2843. 33 55.09

Kni t wear 940. 31 18. 22

Frozen tood 293. 84 5. 69

Jute goods 281.42 5.45

Leat her 190. 26 3. 69

Raw Jut e 107. 77 2. 09

Chem cal products 74.22 144

Tea 47. 47 0.92

37 annual Report 1997-98, Export Pronotion Bureau, Governnent of Bangl adesh, page
23
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Agricultural products 39.14 0.76
Ghers 343. 44 6. 65
Tot al 5161. 20 100. 00

Source: Export pronotion Bureau, CGovi. of Bangl adesh®

The principal comodities marked an increase in the export
earnings during the year 1997-98 in respect of agricultural
products (36.61%, tea (24.46%, handicrafts (5.80%,
kni twear (23.19%, readynade garnents (27.05%, engineering
products (21.84%, and other products (21.23% 32° . The
comodi ties which caused recession in export earning are
frozen food (8.38%, petroleum by products (33.56%,
chemcal products (31.58%, Ileather (2.67%, raw jute
(7.35% and jute goods (11.46% “°. Export target for FY

1997-98 was set at US$ 5020.00 nillion*t.

As against this target, the actual export earnings stood at
US$ 5161.20 million showing an increase of US$ 141.20
mllion i.e. 2. 81% Qut of the total export earnings of

US$ 5161.20 mllion during the FY 1997-98, the share of

38 Annual Report 1997-98, Export Pronotion Bureau, Governnent of Bangl adesh, page
25

39 Annual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh, page
24

40 Annual Report 1997-98, Export Pronotion Bureau, Governnent of Bangl adesh
page 24

41 Annual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh
page 23
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primary comodities was US$ 501.93 mllion and that of
manuf act ured products at US$ 4659.27 mllion i.e. 9.73% and
90. 27% respectively as against US$ 526.43 mllion and US$
3891.85 mllion i.e. 11.91% and 88.09% respectively during
the FY 1996-97. A statement of total export earnings and
its share of primary and manufacturing commodities from FY

1982-83 to 1997-98% are given in Table 2.3

Table 2.3: Share of primary products and manufacturing commodities in
total export over the years

Fiscal Total export J% share of prinary | % share of nanufactured
year (mllion USS$) product s commodi ties

1982-83 686. 60 35.42 64. 58

1985-86 819.21 36. 54 63. 46

1990-91 1/717.55 17.82 82. 18

1995-96 3882. 42 12.26 87.09

1996-97 4418. 28 11.91 88. 09

1997-98 5161. 20 9. 73 90. 27

Source: Export Promotion Bureau, Govi. of Bangl adesh

Export earnings fromthe traditional itens anmounted to US$
433.83 mllion(8.41%9 and that of non-traditional itens
stood at US$ 4727.37 mllion (91.59% during the FY 1997-98
as conpared to 10.59% and 89.41% respectively during the FY
1996-97. Table 2.4 provides the chronological data in this

regar d:

Table 2.4: Share of traditional itens and non-traditional itens in
total export over the years

Fi scal Total export % share of [ % share of non-
year (mllion US$) traditional itens traditional itens
1982-83 686. 60 68. 99 31.01

1985-86 819.21 54. 67 45. 33

1990-91 1717.55 25.15 74. 85

42 pannual Report 1997-98, Export Promotion Bureau, Governnent of Bangl adesh
page 27
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1995-96 3882. 42 11.56 88. 44
1996-97 4418. 28 10.59 89. 41

1997-98 5161. 20 8.41 91.59
Source: Export Pronotion Bureau, Govi. of Bangl adesh43

Qut of the total export earnings of US$ 5161.20 in the FY
1997-98, the share of jute sector was US$ 389.19 nillion
(7.54% and the share of non-jute sector was US$ 4772.01
(92.46% . Dividing the total export into Jute and Non-jute
products, we get a chronological data series as stated in

table 2.5 bel ow

Table 2.5: Share of jute and non-jute itens in total export
over the years

Frscal year Total export Joshare of jute rtens | Yoshare of
(mllion USS$) non-jute itens
1982 -83 686. 60 62. 56 37.44
1985-86 819. 21 50. 91 49. 09
1990-91 1717.55 22. 98 /77.02
1995-906 3882. 42 10. 81 89.19
1996-97 44718. 28 9. 83 90. 17
1997-98 5161. 20 (.54 92. 46

Source: Export Pronotion Bureau, Govi. of Bangl adesh™

Conpared to the preceding year, the overall export during
FY 1997-98 in US$ increased by about 16.81%* . But the
export price index in this fiscal year increased by 3.98%
indicating a volume w se increase during FY 1997-98 was
12.83% Again, export in primary comodities sector in

terms of US$ decreased by 4.65%in this year as against the

43 Annual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh
page 29
44 “pannual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh
page 31
45 Annual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh
page33
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increase of price index by 14.63% This indicates that
vol ume wise primary conmodities sector narked a decrease by
9.28% Alternately, export in manufacturing commodities
sector in terns of US$ denonstrated an increase by 19.72%
during 1997-98 as conpared to the preceding year. In this
case, the wunit price index of the manufactured itens
increased by 8,16% resulting in volune w se increase of
11. 56%'°.

As we |ook into the export pattern according to the
destination during the FY 1997-98, USA appears first
followed Germany and U K as the second and third. France,

Italy, Netherlands, Belgium Japan, Canada, Hong Kong,
India, Spain, China, Sweden, Pakistan, Denmark, Australia,

Iran, U A E and Singapore are also inporters of Bangl adeshi

products as evident fromTable 2.6.

Tabl e 2. 6: Bangl adesh Export according to the destination
(value in mllion US$)

Countries 1993-94 1994-95 1995- 96 1996- 97 1997-98
US A 134.82 1184. 28 1197.54 1432.15 1929. 21
Ger many 275.21 300. 26 369. 18 428. 29 510. 93
UK 259. 26 318. 31 417.70 437.69 440. 00
France 157. 72 192.93 272.88 312. 65 369. 07
Italy 1/0.61 211. 26 207.10 203. 62 270. 47
Net her | ands 104. 90 136. 66 183. 22 208. 59 236. 08
Bel gi um 98. 41 128.58 186. 93 210. 57 211. 40
Japan 61. 02 99. 65 120. 80 114. 05 112.00
Canada S57. 23 69. 38 69. 09 69. 12 106. 84
Hong Kong 72.10 107. 07 104. 46 109.18 87.39

I'ndia 16. 81 45. 17 72.48 46. 25 65. 64

Spal n 29.56 53. 16 58. 74 55.01 60. 56

Chi na 15.22 45. 29 26. 38 55. 59 48.51

46 Annual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh,
page33
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Sweden 14.63 24. 89 35. 96 38.13 48. 27
Paki st an 21.06 26. 74 43.08 38.97 44,67
Denmar k 34.68 39. 24 53.00 51.24 43,77
Countri es 1993- 94 1994- 95 1995- 96 1996- 97 1997-98
Australia 21. 35 16. 50 23.40 28. 48 35. /6
[ran 34.26 30.98 33.88 53.00 35.43
UAE 13.32 16. 17 14.37 11.55 28.52
S ngapor e 52.90 38. 02 22. 87 30. 00 26. 05
G hers 290. 83 3638. 02 369. 36 484. 15 450. 63
TOTAL 2533. 90 3472.56 3882. 42 4418. 28 5161. 20
Source;  EXport pronotion Boreau, Government of  Bangl adesn

If we conpare the inport figures of Bangl adesh of different

years with those of export,

trade deficit

appears to be a

per manent feature although it varies from year to year.
This indicates that export pronotion is crucial to boost
the country’s econony. In 1997-98, export earnings afforded
68.40% of inport bill. Export showing as a percentage
countries inport over the years from 1982-83 to 1997-98 is
furnished in Table 2.7:

Table 2.7 Export as percent of

inport (value in mllion USS$)

Fiscal year Expor t Tpor t Export as percentage of
i nport
1982- 83 687 1923 35. 73%
1985- 86 819 2120 38. 63%
1990-91 1718 3511 48.93%
1995- 96 3882 6827 56. 86%
1996- 97 4418 7150 61. 79%
1997- 98 5161 7545 68. 40%

Source: Export

W can now look into the export

worl d focusing on different

r oot 1 on Bur eau

regi ons.

of

CGovernnent of Bangl adesh48

Bangl adesh to out-side

is evident fromthe

47 annual Report 1997-98, Export Promotion Bureau, Governnent of Bangl adesh

page34

16 Annua

report 1997-98, Export Pronotion bureau,
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data of the EPB that the EU countries topped the |Iist
registering 43.47% of the total export of Bangladesh in
Fiscal Year in 1997-98. Anerican region and Asian region
appeared as the second and third inporting region of
Bangl adesh’s export, which accounts for 40.00% and 8.95%
respectively in the sanme year. Bangl adesh export by najor

regions is shown in Table 2.8:

Tabl e 2.8: Export by major region (value in mllion US$)

Regr ons 1997-98 1996-97 % share of % share % of
total of total annual
export in| export change
1997-98 in 1996-

97

EU countries 2243. (6 1946. 92 45. 47 44,97 (+)

12. 93

Ameri1 can regron 2064. 31 1527.02 40. 00 34. 56 )

35.19

Asi an reglion (excluding M) 462. 00 490. 82 6. 95 11. 11 (-) 5.8/

M ddl e East region 143. 55 145.10 2.78 3.28 (-) 1.0/

Afrircan regron 52.75 69. 08 1.02 1.56 )

23. 64

East European Regl on 51. 11 47.50 0.99 1.08 (+) 7.60

Oceant a region 39.43 3440 0. 76 0. 78 ™

14. 62

O her countrres 104. 27 117. 44 2.02 2. 66 (-)

11.21

Tot al 5161. 20 4418. 28 100. 00 100. 00 (€3]

16. 81

Sour ce: Export Pronption Bureau, Governnent of Bangl adesh®

* sane report, page38
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Countries from Oganization of Islamc Countries (ACQC
plays also an inportant role in the export earnings of
Bangl adesh. During the financial years 1996-97, 1995 96 and
1994-95 export earnings fromthese countries was US$ 244.00
million, 216.42 mllion and 203.20 mllion respectively. FY
1996-97 contribution was 5.52% respectively *° . If we
consi der Bangl adesh export to SAARC®* countries, we find a
frustrating picture. In FY 1996-97, this earning was only
2.10% of the total export®2.

2. 6: PRODUCT AND SERVI CE DEVELOPMENT ACTI VI TIES OF THE EPB:
To pronote export earnings, Governnent of Bangladesh has
undertaken product and service developnent activities.
Recognizing that software developnment and data entry
services is a potential sector for export from Bangl adesh,
CGover niment has constituted a Standing conmttee to
fornmulate policies, strategies and action plans to pronote
export of software. In addition, it has wthdrawn all
duties and taxes on inported conputer hardware and software.

Bangl adesh Tel egraph & Telephone Board is presently

50 Bangl adesh Export Statistics 1996-97, EPB, Governnent of Bangl adesh

L South Asian Association for Regi onal Cooperation (SAARC) consists of
Bangl adesh, Bhutan ,India, Maldives, Nepal, Pakistan, Sri Lanka and it was

formed in 1985 under the aegis of Governnent of Bangl adesh.

52 Bangl adesh Export Statistics 1996-97, EPB, Government of Bangl adesh
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providing dedicative data transmssion facility to this
sector. Covernnent has taken initiative to establish a
Software Technology Park. A law relating to copyright in
Conmputer Program is wunder process to be approved the
Parliament. Mboreover, governnent has created a fund to
provi de working capital to the entrepreneurs.

In 1997-98, export earning from |eather and |eather goods
were US$ 228 mllion. Three factors contribute to this
process---- latest-in-leather technology, plenty of raw
materials, and inexpensive skilled |abor. Bangladesh can
produce 180 mllion square feet every year 80% of which is
exported worldwide as sem -finished/ finished |eather,
footwear and accessories®®. There are 15 l|arge-scale high
quality nodern shoe factories, 2500 snaller footwear units
in the country. Mreover, nore than 50 nanufacturers are
engaged in producing leather itens such as travel goods,
suitcase, briefcases, and fashion accessories, along wth
belts, wallets, handbags, cardhol ders etc.

Fi sheries sector contributes greatly to Bangl adesh econony
----about 4.7% of GP. It is also a source of protein for
the country’ s people, enploynent opportunity. Approxinately,

12 mllion people directly and 10 mllion people indirectly

%3 Sane report, page 44
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are involved with this sector. It is being treated thrust
sector by the Government. Bangladesh export of fisheries
product has been augnmented remarkably during the last few
years. Table 2.9 bel ow presents export of fisheries data on

the basis of value and quantity.

Table 2.9: Export of fisheries

Year Value (mI11on USS) Quantity (mTTion
pound)

1993-94 210.52 55.51

1994- 95 305.64 78. 36

1995- 96 313.69 75. 07

1996- 97 320.73 76. 05

1997-98 293. 84 76. 05

Source: Export pronotion Bureau, GOB, Annual report 1997-98, pp-45

Fi sheries product is exported to about 35 countries of the
world. UK Hong Kong, India, China, WMlaysia, USA
Singapore, Saudi Arabia, Japan and Oran are the nmain
i mporting countries of these products. Because of freshness
and natural character, shrinp of Bangladesh is highly
demanded abroad especially in the EU countries. Frozen
shrinp is currently being exported to about 30 countries
including USA, Japan, Belgium UK, The Netherlands and
Germany as the leading inporters. Table 2.10 provides sone
data on shrinp export during the | ast few years.

Tabl e: 2.10 Export of shrinp

Year Value (mIT11ion USS) Quantity (mTTion
pound)

1993-94 197.67 48.62

1994- 95 260.70 57.93

1995- 96 270.51 55.75

1996- 97 279.22 56.75

1997-98 260. 41 41. 07
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Sour ce: Export pronotion Bureau, GOB, Annual report 1997-98, pp-46

Agriculture is the backbone of Bangladesh econony. The
contribution of agricultural sector in export is not
prom nent because export is mainly limted to expatriates
from the Indian subcontinent. Table 2.11 provides sone

insight in this connection.

Table 2.11: Export in Agricultural products

Nane of products Export n 1996-97 | Export n 1997-98
(mllion US$) (mllion US$)

Veget abl es 24.97 32. 47

Frurts 0.57 0.01

Tobacco 1.24 2.01

Betel Teaf 1.72 4. 63

G hers 0.21 0, 02

Tot al 28. 65 39.14

Sourc_e: Export pronotion Bureau, GCB Annual report 1997-_98, pp- 47
It is seen that export in 1997-98 in this sector has been

i ncreased by 36.61% in conparison with the previous year.
Governnent has taken certain neasures to pronote export of
this sector. Duty free facility of inporting reefer-van for
the vegetable and fruit exporters to facilitate the
transportation  of export commodi ti es. In addition,
Bangl adesh shares 2% of world s tea production and 3% of
wor | d export, which accounts for 1.2% of foreign exchange
earning®®. In 1997-98, the export earning fromtea was 47,

46, 700 USS.

2.7 HUVAN RESOURCE DEVELOPMENT ACTI VI TI ES BY EPB

54 annual report 1997-98, Export Pronotion bureau, Bangl adesh, page 49
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In order to update know edge of the exporters and officials
engaged in export related activities as well as to inform
the new and established exporters about the export
strategies and the policies of the Governnent, EPB conducts
every year National Export Training Program (NETP) since
1978-79. In 1997-98 it conducted 37 sem nars/workshops on
23 subjects in 25 places where a total nunber of 1599
representatives from exporting firns and export related

organi zati ons parti ci pat ed®>.

2.7.1. OTHER ACTIVITIES OF EPB

Least developed and developing countries are given
CGeneralized System of Preference (GSP) facilities by 27
devel oped industrialized countries through inposing reduced
or zero rate tariffs on inports from these countries. This
GSP facility was envisaged to help achieve economc growh
and accelerate the pace of industrialization and export
devel opnment of the LDC countries. As a nenber of the LDC
group, now chairman of LDCs, Bangladesh is receives this
benefit. Governnment has entrusted the responsibility of

issuing GSP certificate of origin to EPB. In the wake of

%> Annual report 1997-98, p-51
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the rapid developnent of the garnments industries in
Bangl adesh, a textile cell was created in EPB in 1985.
Textile cell inplenents the Textile trade and Quota
admnistration rules in line wth the guidance of the

M ni stry of Conmmerce.

Table 2.12: Export, Inmport and Bal ance of Trade of Bangl adesh value in
mllion dollars)

Year (July-June) Expor t Tnport Bal ance of trade
1980- 81 709. 85 2281. 97 -1572.12
1985- 86 519. 20 2120. 27 -1301. 07
1990- 91 1717.55 3510. 55 -1793.00
1995- 96 3882. 42 6827. 00 -2944.58
1996- 97 4418. 28 7150. 00 -2731.72

Source®® 1. Export Pronotion Bureau, CGovernnent of Bangl adesh
2. Bangl adesh Bureau of Statistics (for inport figures)
3. Bangl adesh Bank (for inport figures from 1990-91
to 1996- 97)

It is evident fromthe table that Export earning never nmet

the inport bills since FY 1978-79. Rather a constant trade
deficit was always present. Therefore, to boost up export
earnings far-reaching governnment plan and new strategy is

extrenmely necessary.

2.8: ROLE OF THE COMMERCI AL REPRESENTATI VES ABROAD

In a world of globalization and stiff conpetition, world
econony takes a shape of continuous transfornation.
Therefore, accurate information 1is essential for the

success of export pronotion activities. Information is

56 Bangl adesh Export Statistics 1996-97, Export Pronotion Bureau, Bangl adesh P-
21
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crucial also to determne the best possible direction,
objectives, policies and neasures of country’'s foreign
trade and export production and marketing. Commercia
representatives abroad assists in all these matters. Trade
creation and trade expansion are the main targets of

Commerci al Representatives abroad.

2.9: EXPORT OF JEVELLERY FROM BANGLADESH

Wth a view to diversify the export itens to broaden the
export base, Governnent of Bangl adesh has undertaken crash
program to develop a few non-traditional high potential
itenms for export. Jewellery is one of them Artistic design,
craftsmanshi p, quality, reasonable price, pronpt delivery -
----all these criteria has already started to pick up the

jewel | ery export from Bangl adesh.

2.10: CONCLUDI NG REMARKS

Every country of the world has to inport different types of
coomodities in order to neet up its production and
devel opnent demand. For this inport foreign currency is
required which is normally afforded by export earnings. If
export earning is not enough to neet the inport denand,
alternate solution is to seek foreign aid or |loan which is

not a permanent solution and, of course, humliating for an
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i ndependent country. As Bangladesh always face trade

deficit, rise in export earnings is crucial for the country.

Now, as export o a country is related to its inport, the
next chapter, therefore, addresses the inport situation of

Bangl adesh.

SUWARY OF CHAPTER TWO

By the promulgation of a Presidential Odinance in 1977,
Export Pronotion Bureau (EPB) energed as a sem aut ononous
body to pronote export and inprove plan and policies to
assist the private sector. During the Fiscal Year 1997-98
export from Bangladesh in total anounted to US$ 5161.20

mllion as agai nst US$ 4418.28 mllion during 1996-97.
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During the FY 1997-98, the share of primary commodities was
US$ 501.93 nmillion and that of manufactured products at US$
4659.27 mllion i.e. 9.73% and 90.27% respectively.
Conpared to the preceding year, the overall export during
FY 1997-98 in US$ increased by about 16.81%'. In 1997- 98,
export earnings afforded 68.40% of inport bill. Commodity-
wi se export earning of the 1997-98 FY (Table 2.2) shows
that 73.31% export earnings were from readynade garnents
and knitwear indicating the nost inport sector for earning
foreign exchange for the country. Frozen food, jute goods,
| eather, raw jute, chemcal products, tea, agricultural
products etc. also assist to enhance exchange earnings for
the country. In 1997-98, export earning from |eather and
| eather goods were US$ 228 mllion. Fisheries sector
contributes greatly to Bangl adesh econony ----about 4.7% of

GDP.

Agriculture is the backbone of Bangladesh econony. The
contribution of agricultural sector in export is not
prom nent. Bangl adesh shares 2% of world s tea production

and 3% of world export, which accounts for 1.2% of foreign

57 pnnual Report 1997-98, Export Pronotion Bureau, Government of Bangl adesh,
page33
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exchange earning °® . Mreover, the balance of trade of
Bangl adesh from 1980-81 to 1996 in Table 2.12 shows al ways
negative. In financial Year(FY) 1997-98, Bangl adesh export
earnings afforded only 68.40% of its inport costs. It is,
therefore, essential to boost up the export sector of

Bangl adesh.

CHAPTER THREE

| MPORTS OF BANGLADESH- - - AN OVERVI EW

3.1 FOREWORD

%8 Annual report 1997-98, Export Pronotion bureau, Bangl adesh, page 49
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As a founder nenber of Wrld Trade O ganization (WO,
Governnent of Bangl adesh has trailed institutional and
policy transformations towards a free narket econony
matching the prevailing trend of the gl obe. WO energed as
a world trade body in 1995 integrating its predecessor GATT
into itself. Cover nnent of Bangl adesh  started off
l'iberalization in 1992, even before the WO cane into being.
It adopted ‘an outward | ooking export-led industrialization
strategy’ in early eighties and has nmaintained the sanme to
suit the persisting free trade regine and achieve a faster

grow h of GDP.

3.2 | MPORT STATI STI CS

Oficially published data in "Foreign Trade Statistics of
Bangl adesh 90-91", published in 1994, «collected from
Technobangl a websit®® is placed in appendix-1. It contains a
conprehensive data set of inported comodity groups of
Bangl adesh arranged in descending order of price for the
financial year (FY) 1990-91 and 1991-92 displaying value in

‘Taka” (Tk.). Inport values of comodities in line wth

59 http://ww. t echbangl a. or g/ t echbangl a/ | npor t Export/ BDl nports/ | npG B. ht ni

downl oaded on Cctober 14,2000. The infornmation contained in this table has been
collected from " Foreign Trade Statistics of Bangladesh 90-91", published in

1994, Dhaka.
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this work are placed in Table 3.1 dragging from the nain

tabl e in Appendi x-1.

Table 3.1 : Inported conmodity groups in textiles and clothing sector
of Bangl adesh (arranged in descendi ng order of price)

HS cowoDl Tl ES JULY/ 91 TO JULY/ 90 TO
CCDE JUNE/ 92 VALUE JUNE/ 91 VALUE
(in Taka) (in Taka)
TOTAL | MPCRT 132, 755,972,744 111, 876, 843, 031
52 Cotton 11, 799, 289, 155 8, 530, 672, 526
55 Man- made staple fibers 7,483, 393, 071 5, 880, 201, 311
54 Man-nade filanents 4,781, 762,572 4,262,947, 997
60 Knitted or crocheted fabric 1, 576, 625, 410 819, 829, 753
58 Speci al woven tuft textile fabric 1, 497, 657, 306 1, 220, 415, 841
Tri mm ng
32 Tanni ng/ dyi ng extract dye 1, 249, 883, 589 1, 120, 237, 089
Pi gnment etc
63 Made up textile article worn cloth 309, 494, 419 234,247,753
rag
53 Vegetable textile fiber other paper yarn & 170, 954, 643
106, 385, 619
50 Silk 54,187, 272 43, 433, 166
56 \Wacong felt spl yarn tw n cordge. 51, 456, 311 58, 538, 498
etc.
11 Products of the mlling 47, 867, 983 56, 607, 903
i ndustry
51 Wol fine/coarse aninmal hair & 40, 755, 985 33, 543, 360
fabric
57 Carpet other textile floor 185, 833 2,916, 722
covering
‘Total inport (textile and clothing sector) 20063513549 22369977538

Source: Extract from appendi x-I

Anmong the inport values above, the price of cotton inport
is the highest in both financial years. Mreover, it is
also evident from the table that the inport costs in
textiles and clothing sector as shares of total inport
costs were two-ninth and one-fifth in FY 1991-92 and 1990-
91 respectively. It mght, therefore, be added that

approximately one-fifth of the total inport cost 1is
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attributed to the inportation of materials that falls under

the commodity groups in textiles and cl ot hi ng.

The Commdity groups that secured the first ten positions
in FY 1991-92 in that i mport list are: m ner al
fuel /oi |/ product m ner al wax; Nucl ear reactor boiler
machine & part; Cotton; El ectrical mnachinery equipnent
parts; aninal/vegetable fat/oil, edible fat, wax; nan-nade
staple fibres; Cereals; Salt sulphur earth/stone/cenent;
Iron and steel and Man-nade filanents. I mport bills of
cotton, man-nade staple fiber and man-nmade filanents
attained third, sixth and tenth positions respectively in

the FY 1991-92.

Inport figures in US$ for the years from 1980 to 1998 are
placed in Table 3.2 which indicates that total inport cost
is gradually increasing every year and the sane has

i ncreased nore than three tines since 1980.

Tabl e 3.2: Bangl adesh exports and inports

[US$ mTTion ([I980 |[T987 |[T990  |[1994 [IT995 [IT996 [T997 [ITog98
Export val ue|[l, 174  |1953  ||2731 (4293 “‘5490 [5907 |6, 663 |7, 495

‘lv_rrport val ue||'2, 622.0|3033 |[4346 4871 |I3652 7802 7, 860 ‘lB 240
our ce: unli -ee omepageq.

60 http://wwmn j ubi | ee2000uk. or g/ profil e/ bangl adesh _table. htm  downl oaded on
2000. 12.16. Jubilee 2000 is an international novenment in over 65 countries
advocating a debt-free start to the MIlennium for a billion people Jubilee
2000 in the UKis a coalition of over 100 organisations, calling for a one-off
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3.3: | MPORT Fl GURES, DHAKA CHAMBER OF COMVERCE AND
| NDUSTRI ES (Dccl ) 62

Dhaka Chanber of Commrerce and Industries (DCO) is a
private business organization in Bangladesh. The avail able
material fromits website shows that in Fiscal Year 1997 -
98 the anobunt of exports was US$ 5.0 billion and that
Imports was US$ 7.5 billion exhibiting a clear trade
deficit of 1.5 billion. It also shows figures of inports
into Bangl adesh from top twenty countries, which is put in
Tabl e 3.4 below India shares border with Bangl adesh in the
east, west and north, is a domnant player in the inport
volunme of the country that accounted for 13.78% of total

import in 1996-97 followed by Japan, China, Hong Kong,

Republic of Korea, USA and others. From the regional
perspective, Indian exports take up the biggest share anong
the SAARC ®2 countries while Bangladesh energes as the
f or er unner in the intra regional i nports. This is

perceptible fromthe fol |l owing citation®:

cancellation of the unpayable debts of the world s poorest countries
by the end of the year 2000, under a fair and transparent process.

61 htt p: // www. bangl al. com dcci / bangl adesh. ht M downl oaded on October 14, 2000 .
Dhaka Chanber of Conmerce and | ndustries (DCCl)

62 South Asian Association for Regi onal Cooperation ( SAARC), founded in 1985

under the aegis of CGovernment of Bangl adesh, conprises of Bangl adesh, Bhutan,
India, Maldives, Nepal, Pakistan and Sri Lanka.

63 SAPTA to SAFTA: Need for a Moratoriun? by Zaid Bakht, (available at
http://ww. dai | ystarnews. conl 199810/ 19/ n8101909. ht n#t op downl oaded on 14
Cct ober, 2000). The Daily Star, Feature Page Volume 2 Nunber 68 Cctober 19,
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“India is the dominant player in the intra-regional trade flows
accounting for 57 per cent of intra-regional export in 1990. On the
ot her hand, Bangl adesh donminated the scene with respect to intra-

regional inports. Bangladesh accounting for nearly 36 per cent

all intra-regional inports flowed into Bangl adesh. Between 1985 and
1996, Bangl adesh's inport from South Asia increased at a conpound
rate of 27 per cent annum For 1990-96, this rate was 30 per cent
per annum Bangl adesh's overall inport grew at a lower rate during
the corresponding periods. As a result, the share of inports from

South Asia in Bangladesh's total inmport raised from 3.5 per cent
1985 to 17.5 percent in 1996”.

Tabl e 3.4: Bangl adesh’s inport fromtop twenty countries in fiscal
year 1996-97 (values are in mllion US$)

SL  Country 1996- 97 % of 1995-96 1994-95

No. Tot al

| mport

(1996- 97)
1 I ndi a 922.18 13.78 1100. 05 688. 54
2 Japan 592. 00 8.84 273.97 586. 89
3 Chi na 575. 21 8.59 639. 10 420. 40
4 Hong- Kong 409. 04 6.11 389. 69 399. 33
5 Korea, Rep 359.79 5.38 365. 50 339. 83
6 USA 302. 21 4.52 277.13 273.96
7 Tai wan 300. 22 4. 49 216.11 117.57
8 Si ngapor e 296. 61 4.43 343.19 275. 07
9 Mal aysi a 196. 62 2.94 68. 54 41. 66
10 U. K 178. 96 2.67 139. 35 167. 08
11 Australia 164. 94 2.46 91.58 63.58
12 Cer many 164. 40 2.46 134. 48 229. 00
13 France 130. 30 1.95 93. 54 63. 37
14 I ndonesi a 128. 42 1.92 71.72 63. 76
15 Net her | ands 117. 66 1.79 52.85 72. 84
16 Russi a 90. 30 1.35 70.62 114. 06
17 Saudi 89. 84 1.34 70. 98 95. 09

Ar abi a

18 UAE 78.27 1.17 40. 10 50. 59

1998. SAPTA stands for South Asian Preferencial Tradi ng Agreeenent while SAFTA

is the acronymfor South Asian Free Trade Agreeenent.

88



19 Thai | and 77. 47 1.16 61.51 85. 86
20 Canada 76. 32 1.14 61.08 89. 73

Source: Source: Bangl adesh Bank (1996-97) and Conpiled by: DCCl®

As nentioned by DCC in the list of comodity-w se
principal inports, textile and textile articles inport
val ue stays at the peak in FY 1997-98 fol |l owed by machi nery,
mnerals, chemcals and others as evident from the Table
3.5. Textiles and its articles added up a value of 1732.25
mllion US$ accounting for 31.90% of the total inport in

the sanme year.

Table 3.5: Major Commodity Wse Inports into Bangl adesh,
(July — May 1997-98)

Commodi ties Value in mllion % of total Inport
Us$

Textile and Textile 1732. 25 31.90

Articles

Machi nery & mechani cal 642. 93 11. 90

appl i ances

M neral products 639. 39 11. 80

Products of the 491. 43 9.10

chemical or allied

i ndustries

Base netal and 436.53 8. 00

articles of base neta

Vehicle, air-craft, 315. 46 5.80
vessel s and associ at ed
transport equi pnent

Veget abl e products 286. 21 5.20

Ani mal or vegetable 217.75 4. 00
fats and oils and

their cleavage

product s

Pl astics and articles 181. 57 3.30
t her eof rubber and
articles thereof

Prepared food stuff 132. 39 2.40
and bever age

64 Dhaka Chanmber of Commerce and | ndustri es
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Pul p wood or of other 125.78 2.30
fibrous cellul ose

mat eri al
O hers 223. 47 4.30
Tot al 5425. 15 100. 00

Sour ce: Bangl adesh Bank (1996-97) and Conpil ed by: DCCl

3.4: H GHLI GHTS OF | MPORT POLI CY®®

CGover nment of Bangl adesh announced its Inport Policy (1997-
2002) on 05 August 1998 which envisages, inter alia,
“sinplification of inport restriction to provide nore
facilities to export-oriented industries, inport of capita

machinery and raw material wthout L/Cs, wthdrawal of the
conpul sion of country of origin certificate in only for
inmporting raw materials by export-oriented industries that
enj oy bonded war ehouse facilities”. In addi tion,
“expatriate Bangladeshis and foreign investors from their
part of equity share would be able to send capital

machi nery and raw material s".

CGovernnent has permtted the inport of capital nachinery
without letter of «credit (L.C) to “export-oriented
i ndustries and perishable goods for eventual re-exportation

irrespective of value ceiling”.

65 “H ghlights of Export and Inmport Policy”. Available at

htt p: //www. dai | yst ar news. coni 199808/ 06/ n8080605. ht n#BCDY2 downl oaded on 30
Sept enber, 2000. The Daily Star, business page, volune 1 Nunmber 344 August 06,

1998.
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Moreover, “Taka has been nade convertible in the current
account” facilitating earnings from the trading account to
be readily convertible into foreign exchange for inport of
goods except a few banned itens® . This liberalization in
exchange reginme woul d hel p reduce barriers to trade as |ong

as under invoicing does not assune an unbridl ed shape.

One significant step adopted to encourage backward |inkage
industry to the clothing exports in this policy, although
petite, is to “allow the exporters of readynade garnments to
import gray clothes” to use after dyeing and finishing in
their export-oriented apparel industries. This could be

readily understood fromthe follow ng statenent®’:

“So long this facility used to be given only to the dyeing, printing
and finishing factories. Since value addition in the readynade garnents
sector did not take place up to its potentialities in spite of this

facility, the ogovernment has allowed the exporters of readymade
garnments to inport gray clothes”.

Wiile this value addition initiative seens to be beneficial,
the matter could bring nore satisfaction if the said gray

clothes were produced in the country through the

est abl i shment of backward |inkage textile industries.

66 “Export Policy 1997-2002", available at

htt p: // www. epbbd. comi Export Pol i cy. ht M downl oaded on Cctober 3, 2000. Export
Pronotion Bureau (EPB) homepage, Bangl adesh

57 | pidem
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Presently, licensing is not needed for inports. Tariff
structure has been rationalized with a rate of 40% i nport
duty at the zenith. The average rate of protection sl unped
from 100% in 1985 to 22% in 1996 %8 . Mreover, quantative
restriction has been trimred down from 42% in 1985 to only
2% percent of inports in 1996. Al these lead to the fact
that Bangladesh’s inport regime has significantly been
liberalized. But the real benefit is yet to be cropped up.

The next paragraph focus into this reality.

3.5 I MPORT SCENARI O I N REALI TY, THE OTHER SI DE

The trade reginme of Bangl adesh defends inport-substitution
inefficient industries, which give birth to expensive but
| ow quality consumer goods®. It is, noreover, plagued with
“problems in inport valuation and custons clearance”.
Val uati on database and nethods of the custons departnent of
the country generates disapproval anong the clients. Wile
the “voluntary pre-shipnent i nspection regine” was

envisaged to reinforce the revenue base, significant |oss

58 overview O The Trade And Trade Related Policies O Bangl adesh

http://wwmv bangl al. conidcci/policy. htm downl oaded on Cctober 5, 2000. Dhaka
Chanber of Commerce & I'ndustries (DOO), Dhaka, honepage.

9 Bangl adesh: Trade Policy Reform by Tanweer Akram

http://ww. dai | ystarnews. coni 199905/ 08/ n9050809. ht m downl oaded on 14 Cctober,
2000; The Daily Star, Feature page, Volume 2 Nunber 254 May 08, 1999
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of revenue is anticipated as the “inporting firm can sel ect
the agency that would provide the |owest valuation”. To
i nprove the situati on, frequency of inspection should be
anmplified. Another obstacle to the snooth inportation
“procedural delays and hassles” of the authority that
causes slunp, especially in the capital nachinery, in the

devel opnment of infrastructure of the country.

It is true that snuggling is induced by high tariff rates,
whi ch essentially renders “the protection through tariff
ineffective”. But, as custons duty on inports constitutes
an inportant part of internal resource nobilization, the

CGovernnent renmains silent to lower tariff rates on inported

goods. Moreover, “procedural obstacles of inportation” in
the Governnent channel leads to “large-scale petty
smuggling”. Cattle and foodstuff are the main snuggling

goods from India. It has sone positive inpacts as well
because the hides of the snuggled cows formthe staple raw
materials for the export-oriented |eather industry, which
is boomng in recent tinmes. The CGovernnent of Bangl adesh,
therefore, legitimtes these snuggled cows after retaining

sonme tax fromthe persons who bring the sane.
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In addition, quantitative restrictions on inport inpart an
opportunity to “the authorities to arbitrarily allocate
permts to favored interest groups” which is utterly unfair.
Again, sone incidents relating to inportation of hazardous
wast es and environnental |y harnful goods and substances has
al ready been happened in the country, which, in turn pose

serious threat to public health.

3.6: I MPORTS VS. EXPORTS — A NEXUS

As nentioned in chapter two, Bangladesh’s inport cost is
always higher than its exports earnings. In recent years
“exports have increased at double-digit rates, and inports
have increased in parallel, leaving the trade balance
| argel y unchanged - if not, inproved - in dollar terms”’°.
This parallel fashion could, apparently, be attributed to
the highly inport dependence of garments industries of the
country. This garments and knitting sector fetch roughly
75% of the export earnings of Bangladesh. Because of the
country’s gross deficiency in supplying fabrics and other

accessories to feed these export-oriented cl ot hi ng

industries, it has to spend al nost 75% of foreign exchange

0 “Trade Liberalization in Bangladesh, Wwo Gained, Wiwo Didn't, and Wiy" ly
Tercan Baysan and Zaidi Sattar, available at The Daily Star website

http://ww. dai | ystarnews. coni 200003/ 29/ n0032909. ht m downl oaded on 14 Cctober,
2000. Feature Page Vol une 3 Nunmber 209 Wd. March 29, 2000
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earned through garnents exports for inporting fabrics and
relayed itens. This matter could nore easily be understood

fromthe fol |l owi ng’:

“I't is important to realize that the fast rate of growth of exports
(average annual rate being 25 per cent from 1991-92 to 1995-96) has
necessitated alnost an equally fast rate (23.6 per cent in the sane
period) of growh of inports, which are al nost nandatory”.

‘Mandatory’ in the sense that the country has no backward

i nkage textile industries for the garnents industries.

3. 7: CONCLUDI NG REMARKS

Inport bills of the country could significantly be trimred
down through developing backward |inkage industries
specially in the textiles and clothing sector as evident
from the paragraph 3.2 above that around 20% of the inport
val ue constitutes inports of textile and textile machinery.
The sane has been alluded to by an em nent columist of the

country’? as bel ow

There seens to be considerable roomfor cutting inports by pronoting
domestic production of sone itenms like edible oil, yarn, fabric,
cattle and mlk etc. Sone of these are matters of devel oping
backward-1inkage industries like integrated textile mlls for yarn

™t sources of Export Growth in Bangladesh, The Daily Star, Editorial Page,

vol ume 1 Nunber 54 october 05, 1997 . Available at :
htt p: // waw. dai | yst ar news. comf 199710/ 05/ n7100502. ht n#BCDY4 avai | abl e

72 “The New Export-Inport Policy”, by Kabir U Ahmad. Available at

http://ww dai | yst ar news. cond 199808/ 23/ n8082302. ht i#¥BCDY4 downl oaded on 30
Sept enber, 2000. The Daily Star(a popul ar national daily newspaper of

Bangl adesh), Editorial Page, Vol ume 2, Nunber 11 August 23, 1998.
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and fabric by inporting raw cotton and producing yarn or finished
fabric.....Such nmeasures wll <create enploynent as well as save
preci ous foreign exchanges.

The governnent of Bangl adesh should, therefore, enbark on
the establishment of backward |inkage industries in
textiles and clothing sectors. Now, wth this three
introductory chapters (1,2,3), we <can turn into the
substantive part of the thesis. As | have nentioned earlier
that textiles and clothing export constitutes around 75
percent of the total export earnings of Bangl adesh

di scussions in the subsequent chapters would hover around
the textiles and clothing sector of the country. Chapter
Four is, therefore, ainmed at the production of fibers, the
first raw material of the supply chain in textile and

cl ot hing area.
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SUMVARY OF CHAPTER THREE

This chapter presents a brief inpression about the inport
situation of Bangl adesh focusing predom nantly on the itens
of inport belonging to textiles and clothing. The inport
costs in textiles and clothing sector as shares of total
import costs were two-ninth and one-fifth in FY 1991-92 and
1990-91 respectively’®. In Fiscal Year 1997 — 98 the anount
of exports was US$ 5.0 billion and that Inports was US$ 7.5
billion exhibiting a clear trade deficit of 1.5 billion.
India is a domnant player in the inport |list of the
country that accounted for 13.78% of total inport in 1996-
97 followed by Japan, China, Hong Kong, Republic of Korea,

USA and ot hers.

73 cal cul ated from appendi x- |

97



Taka has been nmde convertible into foreign exchange for
import of goods. The government has allowed the exporters
of readynade garnents to inport gray clothes. Presently,
licensing is not needed for inports. Tariff structure has
been rationalized with a rate of 40% inport duty at the
zenith. The average rate of protection slunped from 100% in
1985 to 22%in 1996'*. Moreover, quantitative restriction has
been trimed down from 42% in 1985 to only 2% percent of

I mports in 1996.

Trade reginme of Bangladesh defends inport-substitution
inefficient industries, which give birth to expensive but
low quality consuner goods. Moreover, it is plagued wth
problens in inport valuation and custons clearance, for
i nst ance, “voluntary pre-shi pnent i nspection regine”,
smuggling induced by high tariff rates that give rise to

“the protection through tariff ineffective”.

Garnments industries of the country are highly inport
dependent. The average annual rate of growh in this sub-

sector was 25 per cent from 1991-92 to 1995-96 that

" overview O The Trade And Trade Rel ated Policies Cf Bangl adesh

http://wwmv bangl al. conidcci/policy. htm downl oaded on Cctober 5, 2000. Dhaka
Chanber of Cormmerce & Industries (DOO) honepage.
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necessitated alnost an equally fast rate (23.6 per cent in

the same period) of growh of inports, which are alnost

mandatory in fabrics. ‘Mandatory’ in the sense that the

country has no backward |inkage textile industries for the

garments industries. There renmains considerable room for

cutting inports by pronoting donmestic production.

CHAPTER FOUR
NATURAL AND MAN MADE FIBERS: WORLD PRODUCTION &

BANGLADESH POSI TI ON

4.1 FOREWORD

In the domain of textile and clothing, various types of
fibers are used. Theses are principally of two categories:
natural fibers and man-nmade fibers. Natural fibers mainly
constitute cotton and wool. Qthers mght be alluded to as
jute fibers, hairs etc. On the other hand, Man-made fibers
enconpass chiefly cellulosic fiber and synthetic fiber.

Cellulose fibers (e.g. rayon) are products of naturally
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occurring cellulose (usually cotton and wood) whereas
synthetic fibers (e.g. polyester, nylon) are petrochem cal
derivates. Again, nman-nade fibers involve capital intensive
technol ogy for which Bangl adesh, at present, is not in an
appropriate position as its conparative advantage, so far,
is headed for |labor-intensive products, obvious reason
being the abundant cheap |abor available in the country.
The production of natural fiber, mainly cotton, would be,

therefore, be the focus of this chapter.

4.2: LEADI NG COTTON PRODUCI NG COUNTRI ES OF THE

CONTEMPORARY WORLD

A report ’®

of the Econom c and Social Departrment (ES) of the
Food and Agricultural Oganization (FAO of the United
Nations for the year 1996/97, nanes of the top six cotton
producing countries as China, the United States, India,

t76

Paki stan and Uzbeki stan and Turkey. 76 percen cotton of

the world total was harvested by these countries in 1996/ 97.

S« The cotton industry in Turkey”, Sebahattin Gazanfer, Secretary Ceneral,

Aegean Exporters' Unions General Secretariat
htip: 77ww T ao. or g/ VAI CENT7 FAO NFQ ECONOM T ESC/ ESCR/ Cot t on/ Chi na-

e/ cap52TUR ht m downl oaded on 10 Decenber, 2000
78 |bidem
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Apart from these countries’ production, cotton is also
produced in significant quantity by sone other countries,
for exanple, Argentina, Brazil, Egypt, Australia, Thail and,
G eece, lran, Mili, Mexico, Spain, Syria, Zi nbabwe and so
on. Wrl dw de figures by country could be conceived of

fromthe table placed in Appendi x-11

4.2.1: Cotton Production in China

As shown in the map of USDA Joint Agricultural Wather
Facility (figure 4.1), western and m d-eastern parts of the
country conprise the major cotton growng areas of China
that cover provinces such as Xinjiang, Henan, Jiangsu,

Hubei, Anthui, Jiangxi, Sichuan, Zhejiang etc.

Figure 4.1: Cotton Production of China on the map
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Source:  USDA homepage’”

The contribution of each province to the total cotton
production of China on five years average (1993 97) is
shown on the map in which Xinjiang province turns up at the
apex. Table 4.1 illustrates that both total cotton
production and cultivating area of China stepped up during
the period from 1980 to 1995 after which it slunped down to
sonme extent while the yield (tons /hectares) exhibits a
uninterrupted escalating fashion. Hgh yield may reduce

farm ng area with attendi ng production declined.

Table 4.1: Hi storical Cotton Production Statistics of China

""The United States Departnent of Agricul ture honepage

htt p: // wawv. usda. gov/ agency/ oce/ waob/ j awf / profil es/ htnl/arg/argcot. ht m
downl oaded on Cct ober 15, 2000.

102



Year /)52 1eld oduction

|| ‘I,(Ar 000 Hect ar es) (Metric Tons/Hectares) |{(' 000 Metric Tons)
[T980 |4, 920 [6-55 2,700

[985 |5, 140 [6-8T 7,137

[1990 [5, 588 [o-81 4,507

1995 |5, 422 0.8 7, 768

1996 |4, 722 [o-89 4,202

[T997 |4, 500 (e 4,594

Source: Joint Agricultural VWather Facility (USDAV NOMA) (explain) website.
Note: USDA historical production estimates subject to revision.
In the above table, 1997 corresponds to the crop that was harvested
from Aug-Cct 1997.

Chinese raw cotton production, even earlier, during the
period 1975-79 was 14.8 per cent of world total by volune
and the sane was 5.2 per cent for raw wool ‘. This obviously
denonstrates China' s continued domnant position in world
fiber production from a past far-off. As rmentioned
earlier, in the year 1996-97, China topped the list as
cotton lint producing country’®. On a recent statistics of
the United States Departnent of Agriculture (USDA regarding
Cotton Production, Supply and Distribution by Country (see
Appendix 11), it is shown that China’s ending stock up to
Decenber 2000 (MY 2000/2001) was 2,276,000 MI being again

t he highest all over the world.

78 Kym Anderson (1992), table 3.1, p.31
7 Sebahattin Gazanfer, (p. Ot,

(http://ww. fao. or g/ WAI CENT/ FAO NFQ ECONOM C ESC/ ESCR/ Cot t on/ Chi na-
e/ cap52TUR ht m downl oaded on 10 Decenber, 2000)
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4.2.2: Cotton Production in the United States
From figure 4.2, it appears that southern part of the

country is the area for cotton cultivation in the United
St at es.

Figure 4.2: Cotton Production of the United States on the nap

United States: Cotton

Cotton crop calendar for most of the United States - Legend -
FLAME. o - Major growing areas ;
EawEeE] - o
- Minor growing areas

Jen TFER maR APk They T Jun T ool Taus Tser ToeT THew T DEC

JOINT AGRICULTURAL WEATHER FACILITY (NOAAMUSDA)

Sour ce: USDA honepage

This area comes up as a historical Ilocation of cotton
production of the country, which, in turn, is corroborated

by the literature in Hammond (1897) as®:

“Cf the original thirteen states of the Anerican Union, the only two
whi ch have becone great cotton producing regions are South Carolina
and Georgia.”

8 The Cotton Industry: An Essay in the American Econonic Hstory, by M B
Harmond, Ph. D., Macmillan Conpany, New York, 1897p.11
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As of Decenber 2000 (MY 2000/2001), an estimate of USDA
shows that country’'s total production of cotton is
3,778,000 netric tons (see appendix-I11), being the second
hi ghest of the world. In addition, as revealed by the tine
series data in Table 4.2, US cotton has augnented its
production in the late 1990s although a decline is noticed
in 1998/99. Again, country’s inport figures are very |ess
as conpared to those of exports. Bangladesh inports cotton

fromthe United States every year.

Table4.2: United States Cotton Production, Yield, Supply And Utilization
(In Thousand 480-Lb. Bales, MY 1966/67-2000/01)

Marketing 1,000 Yield Beginning Tota Ending
Year Hectares Kg/Ha Stocks Production Imports Supply Consumption Loss  Exports Stocks
1966/67 3,866 538 17,028 9,555 105 26,688 9,574 (62 4,832 12,344
1970/71 4,514 492 5,843 10,192 37 16,072 8,204 (232) 3,897 4,203
1975/76 3,560 508 5,708 8,302 92 14,102 7,250 (140) 3,311 3,681
1980/81 5,348 453 3,000 11,122 28 14,150 5,891 (335) 5,926 2,668
1985/86 4,140 706 4,102 13,432 33 17,567 6,413 (154) 1,960 9,348
1990/91 4,748 711 3,000 15,505 4 18,509 8,657 (285) 7,793 2,344
1995/96 6,478 602 2,650 17,900 408 20,958 10,647 27 7,675 2,609
1996/97 5,216 791 2,609 18,942 403 21,954 11,126 (8) 6,865 3,971
1997/98 5,425 754 3,971 18,793 13 22,777 11,349 41 7,500 3,887
1998/99 4,324 701 3,887 13,918 443 18,248 10,401 (436) 4,344 3,939
1999/2000! 5,433 680 3,939 16,968 97 21,004 10,240 92 6,750 3,922
2000/012 5,463 693 3,922 17,399 75 21,396 9,900 4 7,600 3,900

Sour ce: USDA, Foreign Agricultural Service homepage, as of December 2000, Table 11
Note: 1Estimate, 2 Forecast

4.2.3: Cotton Production in India
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In India, cotton grows in nonsoon season (khaki crop). As
shown in figure 4.3, northern states of Punjab, Haryana and

Raj ast han grows nedi um and short stapl e;

Figure 4.3: Cotton Production of India on the map
India: Cotton

Cotton calendar for most of India

PLANT
FLOWER

MNorth
[(Mostly Irrigated)

Central & south PLANT
(Mostly Rainfed) [ FLOWWER |

HVST

Jap 'FEE ' MAR APR MAYTIUM JUL ALG SER OCT NOW DEC

HARVE ST

Percent of total
production by state
Punjab 18%%
Andhra Pradesh 14%%
Gujarat 14%
Maharashtra 13%
Haryana 10%
Madhya Pradesh 10%
Rajasthan 8% [ mMajor growing areas
Karnataka 8%
Tamil Madu 4%
Total 99%

o About 30% of total crop is irrigated.

o Northern crops, planted as early as March begin opening by
September. making therm susceptibie to damage from late rains.

o Rabi crops (fall planted) account for a small e of southern crop.

JOINT AGRICUL TURAL WEATHER FACILITY (USDA/NOAA)
Sour ce: USDA homepage

the central states of Cujarat, Mharashtra and Mdhya
Pradesh grow nostly medium and sonme |ong staple cotton and
Sout hern states of Andhra Pradesh, Karnataka and Tam | Nadu

grow the bul k of the country's | ong staple and
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extra long staple (ELS) cotton® . These productions has
raised the status of India as third highest, as nentioned

earlier, cotton producing country over the globe. Although
the governnment of |India provides annually a “m ni num
support prices (MsP) for cotton”, its cotton-grow ng sector

is beset with sone problens as well that has reflected in

the followi ng citation®:

“Due to the lack of widespread irrigation, limted supplies of quality seeds,
and poor managenent practices relating to pest control, cotton yields in
India are quite lowrelative to other countries. The all India average yield

in 1996/97 is estimated at 308 kg/ha, up 1.3 percent from 1995, and the
hi ghest since 1992”.

Now, if we look at the Table 4.3 it is apparent that cotton
producing land of India is alnbst stagnant while the yield

and total production figures show escal ating trend although

drop in 1997.

Table 4.3: Historical Cotton Production Statistics of India

ear ea “\(l el d |Pr oduction
(' 000 Hect ares) (Metric Tons/ Hect ar es) (' 000 Metric Tons)
[T9887[7,"343 | .24 ||1 788
[1990 |7, 440 [6-27 L7989
'_IQQS ||§ 063 0.32 ||2 882
W| 9, 122 ||ﬂ3 |3, 030
[1997"]8, 850 [0.30 |2, 669

Source: United States Departnent of Agriculture (USDA) website
Not e: 1997 corresponds to the crop that was harvested Feb-Jul 1998.

81 http: // www. f as. usda. gov: 80/ PECADY r enot e/ aus_sas/ crop_i nf ormati on/ Or op_descri pt
i ons/in_crops. ht i n_northern_cotton downl oaded on Decenber 18, 2000

USDA/ FAS website

82 | pidem
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Bangl adesh is one of the destinations of Indian raw cotton,
principally because India faces quota in EU market, thus
having the surplus cotton for its exports.

As of Decenber 2000 (My 2000/2001), an estimte of USDA
shows that India s total production of cotton is 2,591, 000

netric tons (see appendix-I1), being the Third highest of

the worl d.

4.2.4: Cotton Production of Pakistan

Two provinces, Punjab and Sindh, in Pakistan produce cotton
as exhibited in figure 4.4. The figures of average over the
years 1986/87-1988/89 appear as 85% for Punjab and only
15 % for Sindh. As of Decenber 2000 (My 2000/2001), an
estimate of USDA shows that country’'s total production of
cotton is 1,807,000 netric tons (see appendix-11), being

the fourth highest of the world.

Figure 4.4: Cotton Production of Pakistan on the nap
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Pakistan Cotton
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by province
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Paki stan Produces high quality of cotton on the plea of
which then East Pakistan (before 1971), now Bangl adesh,
cotton sector and related industries was not considered to
flourish by the rulers of the West, thus being a histori cal
reason for lagging cotton textile sector of Bangl adesh. The
tine series data for Pakistan in Table 4.4 denonstrates
that country’s total production in the late 1990s renains

al nost sanme even though the growi ng area increased.

Table 4.4: Historical Cotton Production Statistics of Pakistan

Vear ‘IA: ea ‘l‘(l el'd |Pr oduction
(' 000 Hect ares) (Metric Tons/ Hect ares) (' 000 Metric Tons)
[1988 |2, 508 [0.57 [T, 426
1990 |2, 662 [0.62 1, 638
[19957][3, 048 0.59 1,785
[19967[3, 148 [6-51 L. 594
. ||1 524




4.2.5 : Cotton Production of Uzbekistan and fornmer Sovi et
Uni on
Cotton is the major crop in Uzbekistan. In the year 1996,
it accounted for 40 percent of the value of all exports®.
As of Decenber 2000 ( My 2000/2001), an estinmate of USDA
shows that Uzbekistan’s total production of cotton is
936,000 netric tons ( see appendix-I1 ), being the fifth
hi ghest of the world. In recent tines, Governnent of
Uzbeki stan has taken up a diversified program to reform
cotton production and export sector but the state control
persists which could be grasped from the follow ng

st at enent 84:

“Despite the announced program of reform the state continues to play a
maj or role in the production and marketing of cotton. The state owns nost of
the land and all of the cotton is produced on state farnms. The state
determines cotton area, sets production targets and prices, supplies all
i nputs, and purchases the bul k of the crop”.

Mor eover, cotton production sector of Uzbekistan al so faces
sone difficulties as®:

“Infrastructure and input problens persist, including outdated and

inefficient irrigation systems, poor weed and insect control, inadequate
machi nery, poor crop rotation practices, and, perhaps nost inportant, the

continued w despread use of |lowquality seeds”.

8 Cotton: World Markets and Trade, August 1997, uzbekistan
http://ww. fas. usda. gov/ cotton/circul ar/ 1997/ 97- 08/ cover/ uzbeki st an. ht
downl oaded on 24 January, 2001

8 | idem

8 2000/01 Wrld Cotton Production Down From 1999/ 2000 Level

htt p: / / ww. fas. usda. gov/ wap/ ci r cul ar/ 2000/ 00- 05/ wap2. ht m  downl oaded on 14
Cctober, 2000. US Departnent of Agriculture, Foreign Agricultural Service Home
page

110



The governnment of Uzbekistan is addressing these problens
gradual ly. Again, if we look at the data in Table 4.5 for

the NIS states (often called C S states as well after the
l'iquidation of former USSR) in which Uzbekistan is included,
it surfaces that production of cotton as a whole for the
CS states in late 1990s has dropped to alnost half of the
sane in 1991/92. This may have an inplication to the
collapse of Soviet Union in 1990. External inports are
traditionally low that mmintained over the decade while

exports figures are high every tine.

Table4.5: New I ndependent States (NI1S) Supply and Demand (Marketing Y ears 1991/92 - 2000/01)
(1,000 480Lb. Bales)

Beginning Imports Exports Ending

MY Stocks Production Internalt External2 Internall External2  Consumption Stocks
1991/92 3414 11,065 5,450 50 5450 3,300 7,600 3,629

1995/96 2,122 8,260 1,820 45 1,820 5,048 2,910 2,469

1996/97 2,469 6,588 1,550 45 1550 4,755 2,573 1,774

1997/98 1,774 7,108 1,700 80 1,700 4,345 2,750 1,867

1998/99 1,867 6,600 1,375 30 1375 4,237 2,480 1,780
1999/2000/31,780 7,305 2,125 30 2125 3815 3,255 2,045
2000/01/4 2,045 6,380 2,175 30 2175 3,205 3,430 1,820

Source: USDA, Foreign Agricultural Service, as of December 2000

Notes: 1/ Reflects only trade among the 12 countries of the former Soviet Union and three Baltic States, 2/ ReflectsNIS
trade with externa trading partners, 3/ Estimate, 4/ Projection. Adding internal and external trade will provide a total
trade figure. Ending stocks may include any loss that has occurred. The NIS includes: Armenia, Azerbaijan,
Belarus, Estonia, Georgia, Kazakhstan, Kyrgyzstan, Latvia, Lithuania, Moldova, Russia, Tajikistan,
Turkmenistan, Ukraine_Uzbekistan.

4.2.6: Cotton Production of Turkey

Aegean, Cukurova, and southeastern Anatolia are three nmain

regions in Turkey of which Aegean is the largest grow ng

8 Commonweal th of | ndependent States
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area producing an average of 1.4 mllion bales best quality
| onger staple cotton annually. This cotton preferred by the
local textile industry for its length. 1In contrast,
sout heastern Anatolia cotton production is being opened out
significantly through Southeastern Anatolian Project that
“consists of a series of dans, power stations, tunnels, and
canal s designed to generate electricity and irrigate the

plains surrounding the Tigris and Euphrates rivers”?®’.

In Turkey, roughly speaking, 500 ginning firns exists which
are privately owed “with owners generally purchasing seed
cotton from growers, unlike the United States where the
grower nai ntains ownershi p throughout the ginning process”.

G nning operations, therefore, play a vital role 1in

donesti ¢ marketi ng channel s.

Turki sh Government supports cotton prices every year prior
to harvest at a level below international, although
donestic supply and denmand regulates narket prices. A

dilemma in setting prices has to be encountered by the

governnment. Price should be “sufficiently high to encourage

8ht t p: / / www. f as. usda. gov/ WAP/ ci r cul ar/ 1997/ 97- 09/ cover / t ur keycot t . ht m down
| oaded on 14 Cctober, 2000. US departnent of Agriculture, Foreign Agricul tural
Servi ce honepage.
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producti on but not excessively high so that the cost of raw
materials puts the Turkish textile industry at a
conpetitive disadvantage to textile industries of other
nations” 8 . Cdearly, a supply chain exists here, cotton

being the first item of such chain.

Turkey is a domnant force in the global cotton industry
and cotton plays a crucial role in its donesti c econony. As
nmentioned earlier, Turkey ranked “sixth in cotton lint
production, after China, the United States, India, Pakistan
and Uzbeki stan. These 6 countries together accounted for 76
percent of world production in 1996/97".

As of Decenber 2000 (MY 2000/2001), an estimate of USDA
shows that Turkey's total production of cotton is 806, 000
nmetric tons (see appendix-l11), being the sixth highest in

the worl d.

Turkey’s textile industry is expanding very fast for which
it has to inport cotton even after a bulge in donestic

product i on®:

“Until the mid-eighties, demand by the textile industry was totally
met by domestic production. However, since 1985-86, the strong rise
in textile output conbined with the Iiberalization of cotton inports
has triggered an increase in inports. Al though donestic production

8 | bidem
89 Sepahattin Gazanfer, Op. Ot.
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of cotton has grown significantly, it has not been able to keep pace
with the surge in demand generated by the expanding textile exports.
As a result, the share of inported cotton in mll use has increased
since 1987 to around 36 percent by 1997".

In spite of rising donestic demand for cotton by | ocal

I ndustry, governnent’s endeavor favoring donestic
production as well as availability of vast potential
growing land, “cotton production in Turkey is presently

faci ng a nunber of constraints”. These are grow ng shortage
of farm labor leading to increasingly high costs for
harvesting, high <cost of <capital for growng cotton
conpared to other crops as well as for machine harvesting,
high inflation rate and the tendency for textile firns to
bl end synthetic fibers with cotton in order to reduce their

costs.

4.3: OTHER SI GNI FI CANT COTTON PRODUCI NG COUNTRI ES
Argentina produces a significant anount of cotton. As of
Decenber 2000 (MY 2000/2001), an estinmate of USDA shows
that Argentina’ s total production is 201,000 netric tons
(appendi x-11). Principal grow ng areas are Chaco, Fornosa

Santa Fe and Santi agoDel Estero as evident fromfigure 4.5.

Figure 4.5: Cotton Production of Argentina on the map
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Source: USDA Joint Agricultural Wather Facility (JAWF) website®.

Time series data of Argentina’ s cotton production in Table

4.6 reveals that both growing area and tota

production in

the country are increasing albeit a decline in the yield in

| ate 1990s.

Table 4.6: Tine series data on cotton production in Argentina

Yield
(Metric Tons/ Hect ar es)

Year Area Pr oducti on

(' 000 Hect ares)

1980 300 0.28 85

1985 320 0.37 119
1990 630 0. 47 295
1995 960 0.44 420
1996 880 0.37 325
1997 850 0. 36 306

(' 000 Metric Tons)

Ont t p: / / waw, usda. gov/ agency/ oce/ waob/ j awf / profi | es/ htm /arg/ ar gcot . ht nd

downl oaded on Cctober 15, 2000.
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Source: United States Departnent of Agriculture (USDA) website
Not e: 1997 corresponds to the crop that was harvested Feb-Jul 1998.

Queensland and New South Wales are the cotton producing
states in Australia As shown in figure 4.6, Queensland and
New South Wales accounts for 23% and 77% respectively on
average over the period 1985/86-1989/90. Again, as of
Decenber 2000 (MY 2000/2001), an estimate of USDA shows
that Australia s total production is 718,000 netric tons
(appendi x-11).

Figure 4.6: Cotton Production of Australia on the map
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o1 htt p: // ww. usda. gov/ agency/ oce/ waob/ j awf / profil es/ ht m / aus/ auscot . ht m

downl oaded on 15 Cctober, 2000
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Time series data on Australian cotton production shows that
growing area, yield and total production are Dbeing

augnment ed over the years.

Table 4.7: Tine series data on cotton production in Australia

Year Area ("O000 [ Yield (netric Production (" 000
hect ar es) t ons/ hect ar es) netric tons)

1988 194 1.38 267

1990 279 1.55 433

1995 301 142 479

1996 396 1.53 608

1997 438 1.52 667

Source: US Departnent of Agricul ture website®?

Appendi x-11 , as nentioned wearlier, denonstrates that
countries |like Brazil, Thailand, Geece, Iran, Mli, Mexico,
Spain, Syria, Zinbabwe, Egypt retain noteworthy position in
the world share of cotton production. As of Decenber 2000
(My 2000/2001), these estimates stands for Brazil, Egypt,
Ilran, Geece, Mili, Mxico, Spain, Syria, Z nbabwe as
806, 000 Mr; 185,000 Mr; 142,000 Mr; 414,000 Mr; 109, 000Mr

78, 000MT; 98, 000 Mr; 370,000; 147,000 MI respectively.

4.4 : SYNTHETI C FI BER PRCDUCTI ON OVER THE WORLD- - -

92 http://ww usda. gov/ agency/ oce/ waob/ j awf / profi | es/ ht m / aus/ auscot . ht m
Downl oaded on 15 Cctober, 2000
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A G.I MPSE

In Eur ope, chem sts enbar ked on enpl oyi ng their
intelligence and know edge of textiles to the devel opnent
of new fibers in around 1900. They nade fibers out of
natural materials such as cotton linters and wood, which
were called cellulosic. Rayon was the first such
manufactured fiber . “In the 1930s, chenical conpanies
hired scientists to develop wholly synthetic fibers from
coal, tar, and water using chemcal processes” °*. In 1938,
Du Pont, an America's leading chemcal firns, becane
successful first to comercially produce a synthetic fiber
called Nylon®®. It was adjusted “through a series of ninor
i nnovations involving fabric, yarn, and nmachinery” in the
1950s. Since then, a dozen of different synthetic fibers
have been devel oped.

Renmar kabl e advances in synthetic fiber technology had

started off “with the large scale production of rayon in

93 “Nylon: Mracle or Marketing?” W/ mngton, DE ,b1998. The Lenel son Center for

the Study of Invention and I nnovation, National Miseum of Anerican H story,
Sm t hsoni an I nstitution.
hitp:77www. si. edu/Tenel son/ cent er pi eces/ whol e_cl ot h/ u7sf/ u7materi al s/ sf Tessay. h

tnl downl oaded on 15 Cctober, 2000)

94 « Physi cal and Chem cal Properties of Fibers: Unnercerized versus Mercerized
Cotton Thread” The Lenel son Center for the Study of Invention and |nnovation,
Nati onal Miseum of Amrerican H story, Smthsonian |nstitution.

(http: 77w si . edu/Tenel son/ center pr eces/whol e_clot h/u7sf/u7mat eri al s/ sf Pac5. ht
n_ downl oaded on 15 Cct ober, 2000) .

95Wlm'ngton, . Gt.
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the beginning of this century”. In the 1960s and early
1970s, devel oped country textile industry revived with new
vigor due to this technol ogical devel opment °®. Table 4.8
shows the growmh of world man-nmade fiber production.

From the Table, it is obvious that in the 1950s and 1960s
cellulosic fibers conmprised nmainly the man-nade fiber,
proportion of synthetic fibers production was little
al though increasing. This trend reversed since 1970 as
synthetic fiber’'s exploitation grew at a faster rate than

t he ot her.

Table 4.8: Wrld Fi ber production, 1900-1980
(mllions of netric tons)

Man- made Fi bers®

cellulosic synt hetic
1900 -- --
1950 1, 608 69
1960 2, 656 702
1970 3,579 4,818
1973 3, 856 7,444
1980 3,554 10, 673

Sour ce: Bl okker (1989) p.10 Table: 1.3, which has been reproduced from GATT,
Textiles and clothing in the world econony, Geneva 1984, p.29

In today’s world many countries produces man-nmnmade fibers,
chiefly synthetic fibers, specially the devel oped countries

whose conparative advantage has shifted from |abor-

9% |nternational Regulation of Wrld Trade in Textiles, Neils Bl okker
Publ i shed by Martinus N jhoff Publishers, 1989

%7 Cellulosic fiber (e.g. rayon ) are products of naturally occurring cellul ose
(usual ly cotton and wood ). Synthetic fibers ( e.g. polyester, nylon ) are
pet rochem cal deri vates.
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intensive to capital-intensive technology such the United
States, Japan, European countries, Hong Kong, Taiwan, South
Korea, Turkey, China, Thailand and so on. In particular,
Turkey, as an instance, has attained amazing progress in
Synthetic fibers abreast the natural one, which could be

grasped from the foll owi ng®:

“The man-made fibers industry started in Turkey with the production
of regenerated cellulose in 1938. Polyam de was first produced in
Turkey in 1964, polyester in 1968, acrylic in 1974 and pol ypropyl ene
in 1975. Turkey now has the ninth |argest synthetics capacity in the
world. Most of the raw materials for synthetic fibers and yarns are
procured locally, but the main raw material for acrylic fibers is

inmported. The total value of man-nmade fibers, yarns and fabrics
exported was 1 billion dollars in 1998".

Again, East Asian countries such as Japan, South Korea,
Hong Kong, Taiwan have nade remarkable progress in this
regard. China and Thailand are also expanding their
synthetic fiber production bases despite at a slower pace

than their successful neighbors.

% Turki sh textile industry
http://wwnv ani | .comtr/eng/turkis. htm downl oaded on 13 Cct ober, 2000
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Table 4.9 shows fiber conposition?® of three East Asian
countries vis-a-vis the world production in which it is
clear that in early 1980s South Korea and Taiwan enpl oyed
synthetic fibers 70% and 78 % respectively in their tota

consunption while China was then at the initial stage.

Table 4.9: Fiber Conposition of Textile Production in East Asia, 1959
to 1983 (per cent)

Synthetic Cotton Vool O her Tot a
Nat ur al

Wor | d

1959-61 22 68 10 0 100
1969-71 38 55 7 0 100
1981- 83 51 45 4 0 100
Japan

1959-61 19 58 14 9 100
1969-71 41 37 13 9 100
1981- 83 54 35 9 2 100
Sout h

Kor ea

1959-61 2 92 5 1 100
1969-71 42 54 3 1 100
1981-83 70 26 4 0 100
Tail wan

1959-61 6 90 3 1 100
1969-71 27 70 1 0 100
1981-83 78 21 1 0 100
Chi na

1970 7 89 2 2 100
1980 9 85 2 4 100
1983 14 80 3 3 100

Source: HamTton (1990), Table 6-5, p-151

% |n: China and the Milti-fiber Arrangenent by Kym Anderson. In: The Uruguay

Round, Textile Trade and the Devel oping Countries. Elinmnating the Milti-Fiber
Arrangenent in the 1990s Carl B. Hamlton, Editor. A Wrld Bank Publication

1990
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In Thailand, donestic production of synthetic fiber has
also been nore than doubled since 1990, which increased
from around 274,000 tones in 1990 to 561,000 tones by

1996100,

4.5: BANGLADESH POSI Tl ON

Bangl adesh is not in a position to nove towards synthetic
fiber production as it invol ves capital I nt ensi ve-
technol ogy, which is not harnmonious with its conparative
advant age of | abor -i ntensi ve producti on. Mor eover ,
Bangl adesh’s share in world total cotton production is
insignificant. In a sense, it is just budding. As of
Decenber 2000 (MY 2000/2001), an estinmate of USDA shows
that Bangl adesh’s total production is 14,000 netric tons
(appendi x-11). Under the tutel age of Mnistry of
Agriculture, Bangladesh Cotton Developnment Board (BCDB)
undertakes cotton pronotion activities but its achieve
ment is not satisfactory. Wile country needs desperately
to strengthen fiber bank to neet the growing demand of

textile sector, its natural cotton production is in a

100 “The | npact of Liberalisation: Conmunicating with APEC Communities Textiles
Industry in Thailand”, 1998 Australian APEC Study Centre, Monash University
(http://ww arts. nonash. edu. au/ ausapec/ cact hai . ht m

Downl oaded on 2001- 01- 05)
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squatting position. Currently, BCDB is striving for higher
production of cotton with a production target of 1,03, 620
bales in four cultivating zones in southwestern part of the
country. An inpression of the present-day situation of the
country’s cotton production could be obtained through a

news item appeared in a popular national daily as placed

bel ow°!:

“Bangl adesh Cotton Developnent Board (BCDB) has taken wup an
intensive program for cultivating cotton seeds in four cotton
cultivation zones of Jessore, Jhenidah, Kushtia and Chua-danga
during the current season. According to the official sources of BCDB,

about 44 thousand hectares of land have been earmarked in
the above-nentioned zones for the cultivation of cotton seeds. O
the total land, 11 thousand hectares of land will be brought under

cotton seeds cultivation programin each of the zone. The production
target of seeds cotton in four zones has been fixed at about one
| akh three thousand six hundred twenty bales. ...... The target of cotton
seeds in this ( Jessore) zone has been fixed about 25 thousand 9
hundred 60 bales. .. It is expected that about 25 thousand 9 hundred
60 bales of cotton seeds will be produced in this( Zhenai dah) zone.
In Kushtia zone, ....production target in this area is fixed at 25
thousand hundred 50 bales. Cotton seeds cultivation is gaining
popularity in Magura, Jhenidah, Jessore, Chuadanga, Kushtia and
Meherpur districts as an inmportant cash crop”

Covernnent incentives and support prices mght be useful to

retain this ‘gaining popularity’ anong the farners.

4. 6: CONCLUDI NG REMARKS

Bangl adesh in an inconvenient position as regard to the
producti on of both natural and man-made fiber. As nentioned
earlier, man-nmade fiber production is not currently

appropriate for the <country. Again, cotton production

101 “nassi ve cotton seeds farmng programme in 4 dists”. The Daily Star, Regi ona

News volume 1 Number 9 August 21, 1997, avail able at

http://waw dai | yst ar news. conl 199708/ 21/ n7082107. ht r#BCDY2 downl oaded on 15
oct ober, 2000.
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necessitates large growng field, which is not plentiful as
Bangl adesh accommodates 128 million population in an area
of 1,44,000 sqg. kiloneters. This inplies that the country
has to depend on inports of cotton which, in turn, involves
|arge anmount of foreign exchange. To induce farners

Covernnent should [ aunch incentive policies to augnent the

yield as much as possible.

Now, to facilitate understanding the technical aspects that
persist in textiles and clothing area, it is necessary, as
I understand, to incorporate discussions on this edge.

Chapter Five is attenpt sinply to this purpose.

SUMVARY OF CHAPTER FOUR

This chapter | ooks into the fiber production of Bangl adesh
in textiles and clothing sector vis-a-vis the sanme in other
pot enti al countri es. Fibers are principally of t wo
categories: natural fibers and man-nmade fibers. Natural
fibers mainly constitute cotton and wool while man-nade
fibers enconpass chiefly cellulosic fiber and synthetic

fi ber. Man-made fibers involve capital intensive technol ogy
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whi ch in Bangl adesh, at present, is not feasible as its

conpar ative advantage i s headed for mainly cotton.

China, the United States, India, Pakistan and Uzbekistan
and Turkey produced 76 percent cotton of the world total
countries in 1996/97. On a recent statistics of the United
States Departnent of Agriculture (USDA) regarding Cotton
Producti on, Supply and Distribution by Country (see
Appendix 11), China appears wth ending stock up to
Decenber 2000 (MY 2000/2001) as 2,276,000 MI, being the
hi ghest all over the world. Simlar estimate for the United
States figures 3,778,000 netric tons, being the second
hi ghest while India ranks third with a total production of
2,591,000 netric tons, Pakistan being the fourth. Cotton is
the major crop in Uzbekistan and it totals 936,000 netric
tons, the fifth l|argest producer of the world. Again,
Turkey ranked “sixth in cotton lint production in 1996-97
in the world with total production 806,000 netric tons

Argentina , Australia, Thailand, Geece, Iran, Mili, MXico,
Spain, Syria, Zi nbabwe, Egypt retain noteworthy position in

the world share of cotton production.

Bangl adesh’s share in world total cotton production is

insignificant. As of Decenber 2000 (My 2000/2001), an
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estimate of USDA shows that Bangladesh’s total production

is 14,000 nmetric tons. Bangladesh Cotton Devel opnent Board

(BCDB) undertakes cotton pronotion activities but its

achievenent is not satisfactory so far. Bangl adesh,
therefore, is in an inconvenient position as regard to the

production of both natural and man-made fi ber.

CHAPTER FI VE:
SOVE TECHNI CAL ASPECTS IN THE FIELD TEXTILES AND

CLOTHI NG

5.1: FOREWORD
In order for grasping the substances in the subsequent

chapters trouble-free | thought it logical to incorporate
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sone key aspects and termnologies in the sphere of
textiles and clothing, nostly being pertinent to this work.
The attenpt made in this chapter is attributed to this

obj ective nerely.

5.2: Carding

When cotton or wool is inported or procured fromthe field,
after opening and <cleaning the bundles, fibers are
di sentangl ed, straightened, and laid parallel wth each

other. This process is called Carding.

5.3: Hand- cards

Before the invention carding machine, hand-cards were in
use “which were brushes nade of short pieces of wre,
instead of bristles; the wires being struck into a sheet of
| eather, at a certain angle, and the |eather fastened on a
flat piece of wood, about twelve inches Iong and five w de,
with a handle. The cotton being spread upon one of the
cards, it was repeatedly conbed wth another till all the
fibers were laid straight, when it was stripped off the

card in a fleecy roll ready for the rover” %2

102 “The Textile Industry”. The Spartacus |nternate Encycl opedi a honepage. The
British Hstory 1700-1950 (MTTP:77WW\V Spartacus. school net. co. UK/ TextiTes. ntm

Downl oaded on 11 Cctober, 2000)
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5.4 Cardi ng Machi ne

A devise, which has a “card covered with slips of wre
placed round a cylinder”. R chard Arkwight upgraded the
machine which conprised “a cylinder carding engine,
incorporating a crank and conb nechanism The conb noved
up and down, renoving the carded fibers from the doffing

cylinder in a continuous filmy fleece'®.

5.5 Conber Machi ne, Rovings, Yarn

Wen carding is conpleted, the fibers need to undergo
further processing in a nmachine, called conber machine, in
order to generate conbed yarn where the short strands are
taken out. Then it is processed into sliver. The sliver is
then supplied to the draw frane, and speed/roving franes.
Here sliver is twisted to shape what is called roving!®.
Finally, the roving is placed in spinning frame in order to
exert further twisting and drafting to produce yarn, which
is again spun around a bobbin or cone with the help of
aut oconers or cone w nding/reeling nmachines. The yarn is

t hen packed and mar ket ed.

103 | bidem

104 « e Textile I ndustry of Bangl adesh” by Azi zur Chowdhury
http://ww ai s- dhaka. net/ SENIORS/ texti | eazi zur downl oaded on 2000- 10-4
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5.6: Spinning

The spinning of wool, cotton or flax ! was, initially,
carried out by the spindl el and distaff. “The distaff, a
stick about 3 ft long, was held under the left arm and the
fibers of wool drawn fromit were twisted spirally by the
forefinger and thunb of the right hand. As the thread was

spun, it was wound on the spindle” %,

Spinning refers to
the process in which fibers are drawn out into yarn and a
twst is initiated. Later, this yarn is used in weaving as
either wap (longitudinal threads) or weft (interlacing the

wrap threads) to produce cloth.

5.7: Spinning Jenny
Spinning Jenny refers to a mnachine that “used eight

spindles onto which the thread was spun from a

correspondi ng set of rovings!®”. Later devel opments on the
machi ne enabled the nunber to be raised to eighty. Thi s
yarn was “suitable only for the filling of weft”

1% The thread got fromthe stemof the flax plant, used in naking |linen

( Oford dictionary, 1997)

198 A thin rod on which thread is twisted or wound during spinning ( Qxford
dictionary, 1997)

07 The Spartacus |Internate Encycl opedia honepage, Op. Qt.

108 “A QU DE FOR THE PLANNI NG DESI GN AND | MPLEMENTATI ON, OF WASTEWATER TREATMENT
PLANTS I N THE TEXTILE | NDUSTRY", Water Research Conmission, Pretoria, Republic

of South Africa. Downl oaded on 25 January, 2001
hitp: 77w und. ac. za/ und/ pr g/ publ i cati ons/ t ext gui d/ gui del
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(the cross-thread of warp) as the sanme was coarse and

| acked strength.

5.8: Roller Spinning

This is a nachine, which has “two sets of rollers which
traveled at different speeds. This drew out a sliver of
wool to the right thickness before spinning it. By 1741
this machi ne, powered by donkeys, was being used in a mill
i n Birm nghant 1°°,

5.9: Flax Spi nning Machi ne

Two nmen from Darlington, John Kendrew and Thomas Port house,
regi stered a patent for a new flax-spinning nmachine in June
1787 which was nmade up of a drawing frames with druns |arge
enough to roll out long flax fibers and a spinning-frame

wi th four spindles?t®.

5.10: Handl oom Weavi ng
This nmethod involves interlacing one set of threads of yarn

with another. The warp threads are spread out |engthw se in

109 | bi dem
1O01hHe Spartacus I nternate Encycl opedi a homepage, Op. Q't.
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the weaving loom while the weft, the cross-threads, are
woven into the warp to make the cloth. This has been stated

in preceding sections as well.

5.11: Geige, Mercerising

Wven cloth which has not been processed further is called
Geige. But when cotton fabric is treated with cold
concentrated sodium hydroxide to attach sheen and to

i nprove the water absorption, it is called Mercerising'?!

5.12: Size and sizing

Size refers to a coating applied to warp yarn to i nprove
its weaving efficiency while sizing is the application
of size to the warp yarn. Again, sizing is applied only

in the woven sector of the industry?!!?

5.13: G ay
The initial stage of fabric produced by using |oons or
knitting machines is called gray *'*. The term ‘gray

i ndi cates that the fabric has no color at this stage.

111W51ter Research Commi ssion, Pretoria, Republic of South Africa. O Qt.

112 | bj dem

113Azizur Chowdhury, Qp. Gt.
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5.14: Knitting

As an alternate to loons, circular knitting machines are
used for knitting for making fabrics. These nachi nes enpl oy
needles fed with yarn that run in an up and down notion and
knit interlocking arrangements of yarn! . This Knitted
fabric is nmuch softer and nore flexible than that produced

on | oons.

5.15: Dyeing, Printing, Finishing

Gey fabric pass through a process called the batch
met hod !> (scouring, bleaching, and dyeing). Scouring
involves the treatnent of gray in chemcal solutions to
take out the size, natural fats, waxes, proteins, and other
inmpurities, as well as to bring about the fabric

hydrophilic, i.e. it no | onger repels water.

The next process is bleaching which is vital to turn the
cloth a clean white. Bl eaching could be acconplished either
“Wwth dilute hypo chloride solution at room tenperature, or
by usi ng hydr ogen per oxi de sol ution at el evat ed
tenperatures, usually 80 to 90 degrees Celsius. The latter

method wusually results in better and |onger [lasting

1141 pi dem
115 | bi dem
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whi teness, however is the nore expensive of the two

met hods” .

5.16: Dyeing and shrinking

After bleaching, the scoured cloth is dyed, and then
printed on. Printing is carried out “using perforated
rollers that allows certain chemcals and colors to diffuse
through the holes”. Then, fabric is “washed, soaked in
chem cals under elevated tenperatures for color fixation,
and then washed again”. In case of knitted fabrics !,
scouring, bleaching, or dyeing processes are ended by a
jigger machine when the fabrics are loaded on it. Now, the
fabric placed on de-watering or de-tw sting nachi ne which
renoves water from the fabric. Again, the fabric passes
t hrough a shrinkage tensionless drier for drying, shrinking,

and relaxing the knitted fabrics.

conpacting is the final process before the fabric is
prepared for use. Here, the fabric is “steaned and ironed
between a roller assenbly” after which it is folded and for

mar keting and RMG i ndustry utilization

116 | pidem
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5.17: Silk

Silk filament!” is a fine, tough, elastic fiber produced by
caterpillars called bonbyx nori, its scientific nane. The
entire process of producing silk thread has been enunerated
plainly in the Spartacus |nternet Encycl opedia honepage as

bel ow

“For thirty-five days after it has hatched from the eggs laid by its
parent noth, the caterpillar, normally referred to as a silkworm
spends its tinme eating the leaves of a nulberry tree. It then, in the
course of two or three days’ spinning, it surrounds itself in a cocoon
which consists of a continuous and very fine filanment of silk. The
silkworm then turns itself into a moth, which escapes by making a hole
through the cocoon. First the cocoons were placed into very hot water
to soften the sticky gum sericin that holds the filanent together. The
ends of the filament are found and are then unwound. This process is
called reeling. The silk filanent, which can be as much as a nile |long
is then put on to large reels, known as swifts. Unlike cotton or wool,
silk is not spun but tw sted. Hence the term throwing rather than
spinning. Throwing involves the revolving of two sets of bobbins 8 at
different, carefully adjusted, speeds”.

5.18: Fuller’s earth

This one type of which was used clay in the early wool en
industry to elimnate grease from wool fibers. Oford
dictionary (1997) defines Fuller’s earth as “a type of clay

used for cleaning newy woven cloth and nmaking it thicker”.

U7y very thin strand, like a thread ( Oxford dictionary, 1997)

18 A smal | cylinder round which thread, wire, etc. is wound for use in a
machine ( kford D ctionary, 1997)
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5.19: WIIow ng

This refers to the breaking up of cotton and renoving
inmpurities, in earlier tines, after arrival at the port
when cotton formed hard matted |unps being stored on the
boats for long tinme sailing. This cotton wool also

cont ai ned seeds and dirt*°.

5.20: WIIlow ng Machi ne

This machine had a “large drum filled with iron spikes,
whi ch | oosened and separated the fibers, and a powerful fan
which blew away the dust and other inpurities through a
| arge pi pe” *%°.

5.21: Flying Shuttle

Over the centuries handl oom weavi ng had been carried out by
“the shuttle bearing the yarn being passed slowy and
awkwardly from one hand to the other”. Cobviously, this was
not confortable job rather an arduous one. Such
difficulties were renoved by the invention of flying
shuttle by John Kay in 1733 that dramatically increased the
speed of this process. A weaver, therefore, using Kay's
flying shuttle could produce much wider cloth at faster

speeds than before.

H91he Spartacus | nternate Encycl opedi a homrepage, p. G't.
120 | pi dem
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5.22: Polynmerization

Pol yneri zation is the process where nolecules are joined
together to form small building blocks of matter and the
l ength of the chain of such joining is called the degree of
pol ymeri zati on. Wien nol ecul es of the sane conpound conbi ne
to form long chains, it is called sinple polynerization.

21 and it is

For instance, Cotton is a sinple polyner
conposed of long chains of glucose nolecules conbined to
form cellulose. Wen tw or nore different kinds of
nolecules conbine into a chain, each capable of
pol ymeri zation itself, it is called co polynerization. Wol
and silk are co-polyners conposed of many different am no
acids protein nolecules. Again, it wuld be called
het er opol yneri zati on, when two or nore different Kkinds of

units conbine, but not all of them are capable of

pol yneri zation by thensel ves. For exanple, synthetic fibers.

121 The Lenelson Center for the Study of Invention and I|nnovation, National

Miseum of Anerican H story, Smthsonian Institution, O Gt.
(http:77ww si. edu/Tenel son/ centerpi eces/whol e_cl ot h/ u7sf/u7mat eri al s/ sf Pac5. ht
n_ downl oaded on 15 Cctober, 2000).
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Synthetic fibers, in addition, can be sinple polyners and

copol yners.

5.23: Automation and Conputer Ai ded Design (CAD)

CAD is relevant to the industry specific design system
where conputer is used as a tool. In today's world

CAD is used to design anything from an aircraft to
knitwear and it was launched in textile and apparel
industry in the 1970s'??2. Conputer only expedites the
cloth nmaking process, for exanple, repeat naking,
col or changi ng, not i f mani pul ati on etc. Thus,
automation refers to such |abor saving process wth
the aid of CAD. Automation is also attributed to

i mpr oved quality with | esser tinme.

5.24: Information Engineering system in Textile and

Cl ot hi ng

122 Apparel Trade Pronotion Network, |India honmepage. IndiaMART _InterMESH Ltd.
Downl oaded on 25 January, 2001. Available at:http://apparel.indianmart.conl
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In order to enhance the decision effectiveness in textile
manuf acturing new and efficient |Infornmation Engineering
system is being used in recent tines, which captures and
di ssemi nate managenent information?®. This system thus,
addresses a critical needs of the textile industry to sort
through information quicker thereby shortening response

time (Quick Response) and m ni m zi ng manufacturing | osses.

5.25: Environnental pollution by textile industries

The textile I ndustry pol | ut es t he envi ronmnent ,
“particularly when dyeing cotton and cotton blend fabrics
where a |arge anmount of salts and color dye pollutants are

di scharged into water 124",

The ongoi ng nethod of renoving
these pollutants from wastewater are difficult and costly.
Menbrane technology is also used now —a-days in the dyeing
process “that recovers and reuses about 50% of saltwater

(brine)”. Moreover, it has sone other advantages, for

Instance, elimnation of polynmer needed for conventional

123 Textile industry’ s val ue-addi ng key to effective decision- naking”

http://ww. ntcresearch. org/ current/year8/199-S10. ht m downl oaded on 14 Cctober,
2000.

124 Bri ne Reuse Saves Energy and Reduces Waste for the Textile Industry Textile

i ndustry’s val ue-addi ng key to effective decision- naking
http://ww. ntcresearch. org/ current/year8/199-S10. ht m downl oaded on 14 Cctober,

2000.
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color treatnent, significant trim down colored wastewater
generation and, hence, the requirenent of associated

processi ng equi pnents as well as their naintenance costs.

At this stage, we can initiate discourse on the historica
devel oprent of textiles and clothing. Chapter Six 1is

attributed to this end nerely.

SUMVARY OF CHAPTER FI VE

In order for trouble-free understanding in the subsequent
chapters, | found it reasonable to incorporate sone Kkey
aspects and termnologies in the field of textiles and
clothing, nostly being pertinent to this work. These are
carding, hand-cards, carding nachine, conber nachine,
rovings, yarn, spinning , spinning jenny, roller spinning

fl ax spi nni ng machi ne, handl oom  weavi ng, grei ge,
nercerising, size and sizing , gray, knitting, dyeing,
printing and finishing dyeing and shrinking ,silk,
fuller’s earth, wi | | owi ng, willowng nmachine, flying
shuttle, polynerization, automation and conputer aided
design (cad), information engineering systemin textile and

clothing, environnmental pollution by textile industries,

139



CHAPTER SI X
WORLD TEXTI LES AND CLOTH NG | NDUSTRI ES: H STORI CAL

DEVELOPIVENT

6.1: FOREWORD

It is extensively believed that India is the “birth place
of the cotton manufacture” where this industry stayed in a

“high state of perfection” at |east three thousand years

ago!?®. Again, it is factual that the “industrial revolution

was nmainly the revolution of the <cotton industry 1in

Britain'?®.” Moreover, cotton industry in Japan wtnessed a

rise in md-eighteenth century foll owed by other East Asian

125 B |ison, Thomas; The Cotton Trade of Great Britain. Frank Cass and Conpany
Li m t ed. 1968, London. p. 1

128 nternational Regul ation of Wrld Trade in Textiles, Neils Bl okker
Publ i shed by Martinus N jhoff Publishers, 1989. p.4
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states. It is, therefore, obvious that expansion of textile
and clothing industries was not ubiquitous. In this context,
present chapter focuses on the historical devel opnent of
textile and cotton industries fromthe perspectives of both
| ocation and age with acconpanyi ng t echnol ogi cal
I nnovati ons.

6. 2: CHRONOLOG CAL | NNOVATI ONS OF DEVI CES I N THE
TEXTI LES AND CLOTHI NG | NDUSTRI ES

Hi storical evidence dictates that Charka was the first hand
mll which was utilized to nmake cotton threads in India in
anci ent past beyond known history and at that time cotton
was cleaned from dirt by nmeans of a vibrating bow and the
term “bowed cotton” has been derived fromit?!?’. Again, the
term “manufacture” has been originated from the tinme of

“arrival of a nunber of Flem sh immgrants during the reign

of WIliam the Conqueror” and the "art of spinning and
weavi ng wool were introduced into England by the Romans”!?%,
The Spartacus Internet Encyclopedia homepage about the
British H story (1700-1950) supplenments that the handl oom
was devi sed about 2,000 years ago. But these were prineval

i nnovati ons which couldn’t assist in a faster process wth

large output. At a later stage, “after the invention of the

27 The Cotton Industry. An Essay in the American Economc Hstory, by M B.

Hammond, Ph. D. Macmillan Conmpany, New York, 1897, p.22
128 | pidemp. 4
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fly-shuttle by M. John Kay, of Bury, in 1738", the weavers
could “turn out twice as much cloth as before in a given
space of tine'?®.” The inproved variety of this primtive
wheel was the ‘spinning jenny’ invented by Janes Hargreaves
in 1764 '3° . Before this innovation, in 1730, John Watt
created a device which was known as spinning by rollers and
it provided a footing to R chard Arkwight’s *“spinning-
frame” in 1768. Later, this spinning —frame was perfected
at a mll at Conford, Derbyshire in 1771 that took up the
name ‘water -franme’ . 3!

In fact, these two machi nes Spinning-Jenny and the water-
frane initiated “a new era in the history of cotton trade”

as well as “cotton manufacture, as a separate and distinct

i ndustry”.

Unifying the principles of both Hargreaves’ jenny and
Arkwight’'s water-franme a nmachine, called ‘mule, was

113

devised in 1779 that enabl ed production of finer and nore
uniformyarn”. After that, Dr. Cartwight invented a power
—loom in 178532 " Nbreover, abreast the devel opment of

spi nning and weaving, technol ogical developnent also took

129 1 phidemp. 15
130 | pi dem p. 19
181 | bidemp. 19

132 | bi dem p. 20
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place with the invention of Cylinder printing by Bell of
dassgow, in 1783 . |nnovations didn't come to an end
rather it continued in other segnents textile industry. For
exanple, in 1748, a carding machine was brought out by
Lewis Paul of Birm nghamto replace the hand one, which was

i nproved upon by M. John Lees of Manchester, in 177234

Al'l these developnents so far were not entirely flaw ess.
M. Roberts, in 1825, patented the new “self-acting mnule”
which elimnated the difficulties of earlier one and its

refined variety canme out in 1830. A nost concurrently, “a
very inportant inprovenent was nade in the ‘water-frane’
whereby the quality of the yarn spun was inproved, the
quantity produced increased, and the cost of production

di m ni shed. The new nmachi ne was called ‘ Throstl e’ "13%,

As regards the Wolen Industry, it was established in the
Mddle Ages®®®. At that time, this industry used honegrown

wool where production was based on the donestic system

133 | bidemp. 24

134 | bidem p. 20

135 | pi dem p. 32

136 “The Textile Industry, The Spartacus Internate Encyclopedia The British
Hstory 1700-1950". . Gt.

(http://ww spartacus. school net. co. uk/ Texti | es. ht m Downl oaded on 11 Cctober,

2000)
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Leeds in Yorkshire then becane the center of such product
market. On the other hand, opening of silk production dates
back to ancient China. Subsequently, “the art of producing
silk cloth reached France, Spain and Italy in the 12th
century. The weaving of silk was introduced to England by
Flemsh refugees in the 16th century and was greatly
devel oped after 1685 when the Huguenots from France
est abl i shed thenselves at Spitalfields in London. The nain
centers of the silk industry in England in the 16th century
was London, Coventry and Norwich” 3", Mre recently, silk
| oom was invented by Joseph Jacquard in the early 19th
century, who was a silk weaver in France and wth the
wi despread application of this loom in the 1820s inparted

the textile industry a tremendous boomin Britain®

In addition, “since the Second world War three types of
technical change have had an inportant inpact on the
textile i ndustry”. These are “rapid pr ogr ess in
transportation and telecomunication conbined wth the
devel opnent of mass retailing” that facilitated the gl oba

rise in production and distribution of clothing, astounding
advancenent in synthetic fiber technology that “revitalized

the textile industry in developed countries in the 1960s

137 1 bi dem
138 | bi dem
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and early 1970s” and inportant process innovations such as
introduction of rotor spinning and shuttle | oons, increased
automation in various stages of production etc. Specially,
conput eri zed production nanagenent and application of
m croel ectronics to new nachinery becane prom nent by the

end of 1970s, which “increased capital-intensive character

of the textile industry” leading to “a shift in conpetitive
advant age between devel oped and | ess-devel oped countries”.
In this connection, a citation regarding such advancenent
in spinning in the US textile industries would be

not ewort hy as bel ow!3®:

“The devel opnent of open-end (OE) spinning technology in the 1960s
started a new era in yarn manufacturing. This advance provi ded spinners
the opportunity to increase output per production unit by nore than
two-fold. Qirrent CE systens operate at rates six times that of ring
spinning, while the newer air jet systens are nore than eight times as
fast”.

6. 3: EXPANSI ON OF TEXTI LE AND CLOTHI NG | NDUSTRI ES | N
DI FFERENT COUNTRI ES

Manuf acturing process, in general, appeared in “ltaly in
the fourteenth century. By the mddle of the sixteenth
century it was established in Germany, Prussia, Saxony, and
the Netherlands. A little later canme England. France

followed in seventeenth century and Russia in the

139 «“75 Years of Change in the Anerican Textile Manufacturing Industry”, by J.

R chard Aspland and Edward A Vaughn, denson University, denson, S.C Ral eigh.
The Anerican Association of Textile Chem st and colorists (AATCO

honmepage(hitp: /7 ww. aat cc. or g/ magazi ne/ nay19977 p29- 35/ p2Z% 35. himl  downl oaded on
12 Cctober, 2000).
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ei ghteenth” . This devel opnent in manufacturing is not
anything discrete from the developnent in the textile and
clothing industries because, as nentioned earlier, the
industrial revolution of Britain in eighteenth century was
basically the revolution of textile and clothing industries
there. However, an interesting feature of this devel oprment
in textiles and clothing industries is that it was not ever

escalating in a country rather the rel ative inportance of

this industry declined as industrialization progressed’

with tine as Bl okker (1989) nenti oned:

“Wrld manufacturing production doubled between 1911-1913 and 1936-
1938; the increase in world textile production was less than 40 per
cent during this period. After the Second Wrld War, this trend
continued: whereas in all market economes, in 1953, production of
textiles amounted to 13.6 per cent of total manufacturing production,
this share had decreased to 8.7 per cent by 1980” %

Again Bl okker (1989) adds that this decline in devel oped
countries is tagged with a rise “in Japan, East European
and | ess-devel oped countries”, as it carried out alnost the
sane “take off” function that occurred previously in

142

devel oped mar ket econom es which resulted in a slunp in

textile exports from developed market economes to the

140 H|json, Thomas; Op. Gt, p.3
YLGATT, Textile and Aothing in the Wrld Econony, Geneva 1984, p.21 and
p.27 cited in Bl okker (1989 ) p .7

142 E  Herbert Noman, Japan’s Energence as a Mdern State , New York 1940, p.
126 cited in Bl okker ( 1989 ) p.8
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domestic narkets of these new producers?*®: a confrontation
of textile industries in devel oped nmarket econom es cropped

144,

up with textile products of the ‘new coners I n other

markets as well as in ‘their own’ donestic market 143

In a cyclic order, these ‘newoner’ countries’ share of
textiles in total production of manufactures also dropped
“between 1953 and 1980, in Japan from 18.1 per cent to 5.8

per cent and in the group of |ess-devel oped countries from

30.3 per cent to 16.0 per cent. Only for Africa this share

rose” 1*® . Now, we can nove to scrutinize the reason behind
this rise and fall in the relative inportance of textiles
and clothing industries. Certainly, it is linked to the

shift in conparative advantage (i.e. from |abor intensive
to capital intensive products) of the concerned countries
as their econony get matured with strides toward high-tech
i ndustries. According to this cycle, it could be
anticipated that countries, |ike Bangladesh, would be

turned to the simlar conpetitive edge in textile and

143 Jurgen wiemann, Selective Protectionism and Structural Adjustment, Berlin
1983, pp.47-48 cited in: Blokker ( 1989 ) p.8

144 Taiwan, Hong Kong, Korea, Singapore---later than Japan
145 Angus Maddison , Economic growth in Japan and the USSR New york,
1969, pp. 24-25 cited in: Brokker (1989 ) p.8

146 Bl okker (1989) p.9 which has been cal cul ated fromthe 1984 GATT st udy,
Textile and A othing in the World Econony, p.21, table 2.4
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clothing industries for their conparative advantage in
cheap labor provided that other relevant factors stay

f avor abl e.

6.3.1: The United Kingdom

As mentioned earlier, at the hub of the industria
revolution in Britain in eighteenth century was the rise in
textile industry and its inportance persisted in the first
half of the nineteenth century as well. The production of
cloth rose from 40 mllion yards in 1785 to 2025 mllion
yards in 1850%7.” But the Readynade Garnents (RM3 industry
seens to be introduced in Britain a little later as stated
in Bangl adesh  Garnents Manuf acturers  and Exporters

Associ ati on honepage pl aced bel ow

“In 1821 the first garnent factory cane into being with 80 sew ng
machines in Paris, France. In 1856 John Barrel set up a garnent
factory with three sewi ng machi nes in Leads, UK".

Li nen manufacture, on the other hand, had been introduced
into England in the thirteenth century” and progressed
abreast the woolen industry in Lancashire wuntil the

begi nni ng of cotton manufact ure'“®.

17 International Regulation of Wrld Trade in Textiles, Neils Bl okker
Publ i shed by Martinus N jhoff Publishers, 1989 p.5 He quotes fromE. J.
Hobsbawn, The Age of Revol ution, London 1962, p.53

148 Hlison, Thomas; Op. O't.
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Wiile these revolutionary advancenents took place in the
textile industry of Britain, its history is not entirely
exenpted from grievances of human rights violation in the
textile industry. Children were usually enployed as
“scavengers and piecers”. “Pauper apprentices” children
wer e bought from orphanage and wor khouses to assuage | abor
shortage problem Mreover, these children were brutally
punished by the owners as nentioned in the Spartacus

| nt ernet Encycl opedi a hormepage®*®

“Children who worked long hours in the textile nills becanme very
tired and found it difficult to naintain the speed required by the
over -1 ookers. Children were usually hit with a strap to nake them
work faster. In some factories children were dipped head first into
the water cistern if they becanre drowsy....Children who were
consi dered potential runaways were placed in irons”.

These are, no doubt, the dark side of the history in the
devel opnent of textile and clothing industries that persist
even today in some countries. Bangladesh RMs industries
currently are free from child labor, which wll be

di scussed |l ater in Chapter Ten.

6.3.2: Republic of Korea
Since the seventeenth century, in Korea, unlike china and

Japan, nerchants were not allowed “to take part in the

149 The Textile Industry, The Spartacus Internate Encycl opedia, The British
Hstory 1700-1950, Op. Gt.
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circulating processes of cotton fabrics because the tenant
peasants were conpelled to cultivate cotton and weave cloth

150»  Mandarins controlled

for the purpose of tax paynents
these comodities and “circulated through political
channels and not by commercial processes”. The decline of
the Korean cotton industry at that tinme, therefore, is
attributed to the breakdown of appearance of “money
econony” systemduring the reign of Yi dynasty. Moreover,
“the cotton industry in Korea was prinarily a rura
industry offering part-tinme enploynent for the tenant-
peasants °1 . As the Yi dynasty was only interested in
collecting tax for its financial support w thout caring the

pronotion of cotton sector, people were leaving cotton

cul tivating and weavi ng professions.

6.3.3: India
I ndi a, as nentioned earlier, was enriched in cotton
production and weaving in the ancient times, the strength

of which could be felt fromthe foll ow ng'?

“....at a period when the inhabitants of the British Isles were attired
in the skins of wld animals, the leading people of India were

150 The Place of Korea in the History of the Early Cotton Industry in the Far
East. In : Stages of Industrial Developnent in Asia, A conparative H story of
Cotton Industry in Japan, India, China, and Korea. By Sung Jae Koh
Phi | adel phi a: University of Pennsylvania Press, 1966

151 | pi dem o
152 H | ison, Thonas; The Cotton Trade of Great Britain. Frank Cass and

Conpany Limted. 1968, London, p.2
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luxuriating in garments of a texture so fine as to have earned the
poetic description ...”

Again, it is nentioned that “ Spinning and weaving were the
national industries of India down to the comrencenent of
the nineteenth century®®®” which inplies the industry's
significance and weight in the national econony of the
country and Henry Gouger, a British nerchant, first erected
cotton factory in India at Fort Colster, fifteen mles from
Calcutta in the neighborhood of 1818 *** .” The actual
expansi on of the nodern cotton industry in India began with
the establishnment and pronotion of Bonbay Spinning and
Waving MIIl in 1851 wunder the guidance of Cowasjee

Nanabhoy Davar, a Parsi merchant °°.

Wth this foundation, “from 1875 to 1900 the erection of
the nore cotton mlls continued, and by 1900 India had 193
mlls with 4,945,783 spindles and 40,124 loons. In this
conti nuous expansion the Parsi and other merchant groups
tended to pattern their business activity along the |ines

156 » | t

followed by the Tata fam|y=". is worth nentioning that

%3 nternational Regulation of Wrld Trade in Textiles, Neils Bl okker
Publ I shed by Martinus N jhoff Publishers, 1989, p.5 Quoted from Romesh
Dutta, The Econonmic H story of India Vol.ll, London 1903, p.517

1% sung Jae Koh, p. Ot. p.388

185 | bj dem p. 90
%6 | pbi dem p. 99
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Tata famly traditionally played a vital in the devel opnent
of India’s Industry. Although the British was in power,
they didn't participate directly in upgrading this industry
but the machinery trade and other related support were

provi ded by them which is apparent fromthe citation bel ow

o ,in 1925 only eleven of the eighty-one nills in Bonmbay were
under British managenent. This indicates that the British merchants
were not eager to take a leading part in launching India on an
i ndustrial career. But on the other hand, it is clear and nust be
enphasi zed that British nachinery nakers and exporters were in a way

instrumental in furthering the developnment of the nodern cotton
industry in India in conpetition wth the Lancashire cotton
i nterests!®.”

Instead, a nanaging agent system was in place perforned
three principal functions, i.e. open up new industries and
playing a role of pronoters, delivering both the fixed and
the working capital and work that is performed in other
countries by a manager or a nanaging director ®®. Through
these endeavors Indian textile industries expanded greatly

as coul d be perceived fromthe statistics bel ow>®:

“ Between 1914 and 1936 the nunber of cotton nmills in India
increased from 337 to 379. The great increase was in mlls of nedium
and small sizes. The average nunber of spindles per mll was only
26, 100. The average nunber of spindles per mll was only 26, 100.”

India today is in a better position than any other country
in South Asia, as it has devel oped every segnents of the
chain in textiles and «clothing industries from raw

materials to export or consunption of apparels.

187 | bi dem p. 105

158 | hidem p.105
159 | pi dem p. 111
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6.3.4: China

The cotton industry in China and Japan “reached a stage” hy
the mddle of the eighteenth century through a “putting
out” system'®. By this system “merchant could easily take a
| eading part in the further growh of the cotton industry
by providing the operating funds for the weavers and by
providing a system to put out raw cotton as well as sone
other materials”. oviously, this nmethod assisted the
cotton producers and weavers at that tinme in these
countries. But, unlike India and Japan, mnerchant class in
China “were less likely than ever before to provide dynamc
and progressive |eadership” to play a pioneering role in

the devel opment of cotton industries®.

160 | hi dem
161 | bj dem p. 183
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Although the “Cpium War (1840-42) , t he Eur opean
industrialismand commercial activities” exerted a thrust to
traditional Chinese society, this “external stinmulus” could
in no way convert the merchants into industrial |eaders?'®?,
The bureaucrats, therefore, began to energe thenselves as
industrialists wunder the nounting pressure of foreign
i ndustrial devel opnent. Although they had “a great role in
the devel oprent of the nodern cotton industry in China’,
soon the bureaucratic industrialists revealed “the
managenent problens, such as the cost structure, the
pricing of the product, the profitability of t he
enterprise” etc. Consequently, “nost of these mlls
eventual ly underwent change of ownership or failed

" 163~ Subsequently, when industrialization was in

al t oget her
progress in India and Japan in the 1850's and 1860’ s, China
| agged far behind of these two countries that successfully
domnated Chinese narket and thereby stinulated their
donmestic industries. Mreover, at that tine, “China was
opened to a flood of Wstern influence” and the Ch’'ing
governnent felt urgent need to reinforce the Industria

sector ®* . First Chinese cotton mll, however, was not

erected before 1890 and by 1930, there were fifty-nine

162 | i dem p. 221-222
163 | bi dem p.254

164 | bi dem p. 182

154



cotton mlls in Shanghai including thirty-two Japanese,

three British and the rest Chinese!®®.

6. 3.5: Japan

The conmencenent of Cotton spinning nachinery in Japan
happened in the neighborhood of 1866 while “no mnachine
nmet hod was adopted in cotton weaving until 1888". (On the
other hand, in the cotton-weaving industry the tenpo of
enpl oynent of machinery was so dawdling “that in 1894, at
the time of Sino-Japanese War, which opened a new era in
the industrial devel opnment of Japan, there were only 420

power loons in the entire country” °°.

By the period of
Wrld War |, the cotton weaving industry had been fostered
a “nodern system of industrial organization and coul d adopt
| ar ge-scal e production methods”. Conversely, the spinning

i ndustry expanded very fast during the late 1880's which is

substantiated by the data bel ow®’

“In 1886 there were 81,000 spindles in operation, producing 16,000
bales of yarn per annum By 1890 there were 358,000 spindles,
produci ng 108, 000 bal es of yarn. By 1896 there were 959, 000 spi ndl es,
turning out 428,000 bales of yarn. This was a trenmendous achi evenent
in a remarkably short space of tine.”

However, the Japanese cotton industry began to develop in

intensely around 1887 and by 1894 as “the dom nant

165 | pi dem p. 182
166 | pi dem

167 | bi dem p. 23
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manuf acturing industry” in terns of using up of its product,
as well as the number of workers?'®® . Japan enbarked on
exporting her cotton goods in world market by 1897 and the
Japanese cotton industry, like Indian cotton industries,
strengthened coarse cloth production rather than finel®.
Thereafter, Japanese cotton industry, expanded further and

in 1937, Japan possessed 215 mlls in operation and the

average nunber of spindles per mll was 57,482. Again, it
is amazing that “the size of an average mll in Japan was
twice that of an average mll in Indial™®.”

6.3.6: The United States

It has already been nentioned in the preceding chapter that
“Charka”, a thread neking hand cotton mll and the
“vibrating bow’ were in use in India in the prineval tines.

These were later introduced into Anerical’t. P-22

As seen in the preceding sections, in India and Japan,
unl i ke Korea and China, the Unites States marked the rise
of a “comercial class, which took wupon itself the
responsibility of supplying the spinners and weavers wth

the raw naterials, and found for those artisans a narket

168 | pbj dem p. 62

169 | bj dem p. 61
170 | pi dem p. 111

1 Hammond, Qp. At p. 22
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for their finished products. This revolution in methods of
trading had been conpleted by about 1760!2" around which

surfaced great inventions in the textile industries.

It is interesting to observe that cotton production
influenced the preservation and extension of Sl avery
directly or indirectly in the United States as evident from

the following citation!’s

“The upper and the mddle regions of South Carolina, where the cotton
lands of this state are chiefly found, contained only about 28,000
slaves in 1790, and in the entire state of Georgia the nunber of slaves
was but a little larger than that of New York. Maryland and Virginia
had nearly three-fifths of all the slaves then in the United States.”

Besi des this, Spartacus Educational honepage al so provides
some insights about slave labor exploited in the cotton

i ndustry as pl aced bel ow'’*

“A large nunber of early settlers in America grew cotton. To grow
cotton and to pick, gin (renove seeds fromthe white fluff) and bale
it took a great deal of work. Therefore |arge nunbers of slaves were
purchased to do this work. The industry was given a boost invention
of Eli Witney's Cotton Gn in 1793. Wth the aid of a horse to turn
the gin, a man could clean fifty tines as nuch cotton as before
This increased the demand for slaves”.

However, “the English inventions in the spinning and
weavi ng machines and application of steam power to the

cotton nmanufacture” and the acconpanied factory system

172 1 pi dem p. 16

173 | bi dem p. 48

7% gspartacus Educational, Cotton |ndustry
http://ww. spartacus. school net . co. uk/ USAScot t on. ht m
downl oaded on Cctober 11, 2000
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stimulated growh of cotton cultivation and “in 1815 there
were in the neighborhood of 165 mlls in the New Engl and
states, operating 119,310 spindles. The whole nunber of
spindles in the United States was estinmated at 130,000 and
the amount of cotton consuned at thirty-one and one-half
mllion pounds?’® .” Definitely, US cotton industry was

boom ng at this tine.

By 1921, the US textile nmanufacturing attained a
“technol ogi cal sophistication” as “the factory system of
producing yarns and fabrics had reached its second
generation, and the ~construction of state of-the-art
spinning and weaving mlls in the southern textile belt had

become the direction for the future” 7% .

More over, the
i nprovenent of open-end (OE) spinning technology in the
1960s initiated a new era of yarn manufacturing in the

United States and a new generation automation has been

i ntroduced since the early 1970s.

6. 3. 7. BANGLADESH
Before 1947, today’ s India, Pakistan and Bangl adesh were

integrated in one colony called Indian sub-continent ruled

175 Hapmond, . Q't. 8242 _ _ _ _
176 «75 Years ( 1921-1996) of Change in the Anerican Textile Manufacturing

Industry”, . Gt. downl oaded on 12 Cctober, 2000.
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by the British. The chronol ogi cal developnent of textile
and clothing industries naturally originates from Indian
history. Hstorically, cottage industries!’”, made nost of
the textiles in the sub-continent. Mislin, Jandani, and
various cotton and silk fabrics were produced. After the
industrial revolution in Britain in the eighteenth century,
the fabric manufactured and dyed in British factories
saturated the Indian rmarkets. But, after 1947, nost of the
capital and resources of Pakistan came under the hegenony
of West Pakistan. The west produced nore cotton than the
east. On this ground, devel opnent of the textile industries
mainly took place in the west rather than in the east.
After independence in 1971, the governnent of Bangl adesh
nationalized the textile industry and Bangl adesh Textile
M1ls Corporation (BTMC) was formed to cater the textile
i ndustries, which remained under the control of the BTMC
until 1982-83. “Bureaucratic obstacles conmbined w th other
probl ens such as |ow productivity in the |abor force, |ack
of planning, indiscipline, [|ack of accountability, and poor
machi ne mai ntenance and operation resulted in a lack of
profits ' " The government, therefore, increnentally

denational i zed the production of textiles.

7arti sans working in small groups
178 Azi zur Chowdhury, Qp. O't.
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6. 4: CONCLUDI NG REMARKS

Textiles and clothing industries has traversed a |ong way
of its devel opnent through diverse innovations in its vast
domain. From ‘Charka’ to ‘automation ----it’s really an
astoundi ng  progress. As an LDC Bangl adesh, | at est
technol ogies has not been introduced yet in its textiles
sector. Wiile our conparative advantage lies in |[|abor-

I ntensi ve technol ogy, we can | ook at the future from now

Agai n, devel opnent of world textiles and clothing
industries through the ages obviously triggered the
opportunities for its trade in the international arena. The
next chapter would, therefore, focus on the gradual

devel opment of world trade in textiles and cl ot hi ng.

SUMVARY OF CHAPTER SI X

Present chapter focuses on the historical devel opnment of
textile and cotton industries from both |ocation and age
with acconpanyi ng technol ogi cal I nnovat i ons. It i's
extensively believed that India is the “birth place of the
cotton manufacture” and “industrial revolution was mainly
the revolution of the cotton industry in Britain”. Cotton

industry in Japan also witnessed a rise in md eighteenth
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century followed by other East Asian states. Mnufacturing
process, in general, appeared in Italy in the fourteenth
century. By the mddle of the sixteenth century it was
established in  Gernmany, Prussi a, Saxony, and the
Net herlands. A little later canme England. France followed

in seventeenth century and Russia in the eighteenth.

Handl oom was i nvented about 2,000 years ago and fly-shuttle
by M. John Kay in 1738, spinning jenny by Janes Hargreaves
in 1764, spinning-frame by R chard Arkwight's in 1768 that
that took up the nane water-franme in 1771. These two
machi nes spi nni ng-Jenny and the water-frame initiated a new
era in the history of cotton trade as well as cotton
manuf acture, as a separate and distinct industry. Wth the
principles of both Hargreaves’ jenny and Arkwight’s water-
frame a machine, called ‘nule’, was devised in 1779. Dr.
Cartwight invented a power —loomin 1785. The invention of
Cylinder printing occured by Bell of dassgow, in 1783. In
1748, a carding nachine was brought out by Lewis Paul of
Birm ngham M. Roberts, in 1825, patented the new “self-
acting mule. An inprovenent on the water-frane was nade

and the new machi ne was called Throstl e.
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Since the seventeenth century, in Korea, unlike china and
Japan, nerchants were not allowed “to take part in the
circul ating processes of cotton fabrics. Mandari ns
controlled these comodities and circulated through
political channels and not by conmercial processes. Again,
spi nning and weaving were the national industries of India
down to the comencenent of the nineteenth century.
Managi ng agent systemin India played a role of pronoters.
The cotton industry in China and Japan “reached a stage” hy
the mddle of the eighteenth century through a “putting
out” systemin which “nmerchant could easily take a | eading
role in the further growmh of the cotton industry by
providing the operating funds. During Opium War (1840 42)
the European industrialism and comercial activities
exerted a thrust to traditional Chinese society. Cotton
spi nning machinery in Japan commenced in the neighborhood
of 1866 and cotton-weaving industry, in 1894, at the tine
of Sino-Japanese War, opened a new era in the industrial

devel opnent of Japan.

Since the Second world War three types of technical change
have had an inportant inpact on the textile industry. These
are astounding advancenent in synthetic fiber technol ogy,

i mportant process innovations such as introduction of rotor
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Spi nni ng and shuttle | oonrs, i ncr eased aut omati on
conputerized production rmanagenent and application of
m croelectronics to new nachinery by the end of 1970s,
whi ch increased capital -intensive character of the textile

i ndustry.

After 1947 East Pakistan, now Bangl adesh, came under the
hegenony of Wst Pakistan. The west produced nore cotton
than the east and the textile industries developed nainly
in the west. After independence in 1971, the governnent of
Bangl adesh nationalized the textile industry and Bangl adesh
Textile MIls Corporation (BTMC) was forned to cater the
textile industries, which remai ned under the control of the

BTMC until 1982-83
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CHAPTER SEVEN

WORLD TRADE I N TEXTILES AND CLOTH NG HI STORI CAL

PERSPECTI VES

7.1: FOREWORD

Structure and size of world trade have traditionally
depended on the devel opnents and innovations in the textile
industry and its adjacent areas. Statistical evidence as

nmenti oned in Bl okker (1989) corroborates this idea:

“As to its structure...an exanple: Japanese exports of cotton piece
goods were equivalent to only a third of those exported from the
United Kingdom in 1927, but by 1935 they were 40 per cent higher
than British exports.® As to its size: when Japan and | ess-devel oped
countries began to supply their own population with donestically
produced textiles, world trade in textiles contracted. Thus, in 1913,
textiles and garnents presented about 13 percent of total world
trade; in 1964 this share was less than 6 percent;*® and in 1987 6%
per cent” 18

179 Royal Institute of International Affairs, The Problem of |nternational
I nvestment, xford 1937, p.62 cited in Bl okker (1989) p. 11
\ Study on Cotton Textiles, Geneva 1966, p.9 cited in : Bl okker (1989)

p. 11

181 181 GATT, International Trade '87-'88, Geneva 1988, Vol.Il, Table AB3 cited
in: Bl okker (1989) p.11
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This chapter, therefore, deals wth the devel opnent of
world trade in textiles and clothing through ages anong

different countries and regions.

7.2: SOVE DEVELOPMENTS BEFORE 1800

Since late sixteenth or early seventeenth century, the
spinning and weaving activities of cotton had been
continuing in Geat Britain. As the donestic manufacturers
of Geat Britain could not produce, at that tinme, “the soft
muslins and beautiful “printed calicoes”, England had been
inmporting these fine cloths from India since 1631 that were
popular with the “fine ladies” including even the Queen
hersel f 182, Again it is observed that “ from the seventeenth
century up to the mddle of the eighteenth century, the
East India Conpany’'s shipnents to England of Indian cotton

cloth showed a phenonenal expansion” 83

As retaliation to the rise of Indian exports of cloth, in

1700, the British manufacturers swayed the Parlianent to

182 Hamond, p. Ot. p.8

183 | pidem p. 89
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enact legislation “prohibiting the inport of printed
calicoes” but allowed “the inport of plain calicoes upon
the paynent of a heavy duty” in the benefit of the printing

i ndustry, which had been operating since 167684

From the mddle of the eighteenth century India s
“handl oom manufacturing was on the road to ruin” owng
chiefly to “remarkabl e nechanical inventions” in the later
half century that “revolutionized the textile industry in
Engl and” and first sanple of English nuslin entered into
Bengal in 1783 and “1786 saw the conpl ete cessation of the

d185.u In

export of cotton yarn from Bengal to Englan
addition, when the Fort CGolster factory was established in
1818, English nachine-nmade cloth superseded Indian cloth
owng to its “cheapness and durability” and found a ready

mar ket t here!®. »

Again, it is noticed that “the beginning of the regular
cotton trade between the United States and Geat Britain

dates from 1784.” 187 |n 1789, 126,300 pounds of Anerican

184E | ison, Thomas p. Gt. p.11
18 gung Jae, p. CGt. p. 89
18 Hammond (1897) p. 89

187 B shop, ‘H story of Arerican Manufactures,” (1866) as citied i n Hanmond
(1897) p. 231
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cotton were exported to Liverpool, and 12,150 pounds in the

fol l owing year %8,

Mor eover, England received cotton wool
fromthe Mediterranean ports during this tine as enunerated
in the follow ng statenent 8

“Previous to the last twenty years of the eighteenth century, the
cotton wool imported into England for use Dby the cottage
manuf actures, came alnost entirely from the Mediterranean ports,
specially from Snyrna.” P- 234

By 1790, inports of raw cotton from the Wst Indies also
increased slowy *°° . Mreover, the Wst Indies supplied
cotton to the American manufactures in the nei ghborhood of
1780 °* . |n 1781, Brazil began exporting cotton to the

Uni t ed St at es'®?

Al though Britain passed bill in the Parlianment prohibiting
inmport of “calico”, as nentioned earlier, from India, it
was at tines depended intensely on India’ s cotton ow ng
mainly to lower price conpared to other countries e.g. the
United States. This mght be evident from the follow ng
citation'®

“Fifty six mllion pounds of cotton entered Great Britain in 1800,
and twenty-eight percent of this cane fromthe United States. Prices
had rapidly advanced during the closing years of the century, and

188 | pi dem p. 232
189 | pi dem p. 234

19 The Textile Industry, he Spartacus Internate Encyclopedia, The British
Hstory 1700-1950, Op. Gt.

%1 Hammond (18970 p. 235
192 1 pi dem
193 | bi dem p. 238
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Manchester had again besought the East India Conpany to increase
shiprment of cotton from the East. In response to this appeal, the
shi pments of East India cotton for 1799 and 1800 averaged six and
two-thirds mllion pounds.... ." The west Indies still continued to be
the principal source of cotton supplies for the English
manuf acturers.” P-238

However, “American cotton had been steadily growing in

7194 " Anerican traders not only

favor in England, since 179
supplied cotton to Britain, they explored the Chinese

market too in the year 178419,

7.3: DEVELOPMENT OF TEXTILES AND COTTON TRADE

BETWEEN 1800 AND 1900

The United States cotton exports to Britain continued to
rise further. In 1802 British inports of the cotton wool
from the United States exceeded those from the West
I ndi es 1°®. Between 1806 and 1810, it “averaged nore than
three tinmes the amount sent from either the West Indies or
Brazil, and exceeded the total anount received by Geat
Britain fromall quarters except the United States!®.”

Interestingly, India s status, by 1820, transformed from

cotton- manufacturing country to cotton exporting country

194 | bi dem p. 239
19 gung Jae Koh, p. Ot

196 196 F)|json, ‘The cotton Trade’ ,85 as cited in Hamond ( 1897)

7 Hanmond, Qp. Gt. p. 239
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for reasons nentioned wearlier. India diversified its
markets and by 1817 it started exporting cotton to China,

whi ch coul d be found fromthe follow ng®:

In 1817 twenty-four ships from Bengal arrived in China, the main
mar ket of such Indian exports as opium and cotton; and only thirteen
from Bonbay. After 1820, however, Bonbay’'s shipping began to grow,
owing to the rapid increase in inmports of Lancashire-nmade cotton
goods and exports of raw cotton to England as |India was reduced from
the position of a cotton-manufacturing country to that of a supplier
of raw cotton.”

As a result, in England it was found that “the volunme of
raw cotton exported fromlIndia increased from20 mllion |Db.
in 1775 to 80 mllion Ib. in 1834, of which 60 mllion |b.
were shipped from Bonbay and nost of the rest from
Cal cutta®® .” Moreover, the export of Indian raw cotton
gai ned a nonentum fromthe Anmerican Cvil War

(1861-65) because bl ockade to cotton export fromthe United
States then culmnated in a “cotton famne” in Lancashire
and English manufactures were kound to | ook back on India

for supplies during India earned about 81 mllion pounds

sterling?°.

19 gung Jae Koh, p. Gt., p. 95

199 | bi dem p. 96
200 | i dem p. 97
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Besides India, there were other sources of cotton supply

for Britain during the period 1835 to 1845 that s

justified fromthe follow ng quotation?°%:
“From the East Indies, from Egypt, which since 1823 had been a cotton
growing country of inmportance, from Brazil and from Turkey, cotton

continued to pour into the British ports, the anmount received from all
quarters in 1845 being nearly double that inported in 1835.”

France in 1858 was promnent for cotton manufacturing and
it consune two hundred and forty mllion pounds of cotton

and except a little fine cotton from Egypt, “alnost this

entire anount came from Anerica®’?.” Again, in spite of the

rise in the shipnents of Anmerican cotton, Indian export of
Surat cotton to England was conpetitive and it increased
from 563,200 bales in 1860 to 986,600 bales in 18612°.”
Moreover, the inportation of the Indian cotton raised at

the peak in 1866 “when 1866,000 bales were received’ by

Britain. Again, the following citation would inpart an
insight regarding the consunption of cotton by British

mlls and their dynanmic activities as |ate as 1872%%%

“The greatest shipnent of Egyptian cotton, which conmes little into
conpetition with American short staple, was received in 1865, when
413,000 bales of this kind arrived in Geat Britain. Inportation
from Brazil increased from 100,000 thousand bales in 1861 to over
700,000 bales in 1872. The West Indies vanqui shed by Anerica early
in the century, made a struggle for nastery again in the sixties,
but gave it up after increasing inmportation into England from 9700
bales in 1861 to 166,400 bales in 1872."

201 Hamrond, p. 253

202 | bj dem
203 | pi dem 276
204 | bi dem 277
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As nmentioned earlier, in 1784 the American nerchants began
their commercial operations in the Chinese markets. But
British cotton goods were handicapped in conpeting wth
Anerican cotton goods in the Chinese narkets because “the
Anerican cotton cloths exported to China were manufactured
by mlls in the southern states where the |abor cost was
low’, low cost of transportation to China and the adoption

of automatic weaving machines by the Anerican conpetitors?°°.

Between the 1850s and 1870s, suprenmacy of the Wstern
i ndustrial countries were challenged by |Indian and Japanese
cotton goods in the Asian markets. Japanese cotton textiles
“were nmuch heavier than the Anerican” and also “the
Japanese turned their sights toward north china and
Manchuria, the United States’ best custoner”. Moreover,
“Japan had the further advantages of |ow |abor costs and

proximty to the markets”?2%,

7.4: DEVELOPMENT OF TRADE | N TEXTILES AND CLOTHI NG SI NCE

1900

205 gyng Jae Koh, p. 4't.

206 | bj dem
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After the First Wrld War, the Japanese nmanufacturers and
nerchants strived for new markets from where Japan inported
raw cotton, for instance, India and the United States.
Japanese inports of raw cotton from Anerica were escal ating
especially after 1913 and “during the 1930°s Anerican raw

cotton becane the nost inportant of Japan’s rawcotton

i nports2°™.

Again, in 1924-25 Japan was the harbinger in cotton yarn
exports to the Indian market, and the Japanese cotton cloth
was pronptly supplanting that of England in Indian inports.
Bet ween 1925 and 1933 Japan further increased its share in
Indian inports and in 1939 superseded that of England?°®.

Even before this tine, in the closing years of the
ni neteenth century, the Japanese cotton had replaced the
predom nance of Indian cotton goods in the Chinese narket,
and furthernore it appeared in 1918-19 as a conpetitor in
the Indian narket itself 209 .~ Al  these evidences
unanbi guously denonstrates the astounding rise of Japanese

cotton nmanufacture and trade in the wearlier part of

twentieth century.

7.4.1. Share of devel oped and devel oping area in world

207 | pj dem p. 175
208 | bj dem p. 175
209 | bj dem p. 77
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trade in textiles and cl othing

Table 7.1 below indicates that devel oped countries export
share dropped in world total both in textiles and clothing
bet ween 1955 and 1982 which assumed a significant upward
turn between 1982 and 1986 whereas the sanme for devel opi ng
countries exhibits an increasing trend with a correspondi ng
fall between 1982 and 1986. Most of world inports, in
particular for clothing, are accounted for by devel oped
countries during the period. It mght be nentioned here
that clothing export of Bangladesh observed sharp rise in
the early 1980s when the clothing export of devel oping

countries, as a whole, had declined considerably.

Table7.1: Areadistribution of World tradein Textilesand clothing (per centage shar es)

Textiles Clothing

1955 1963 1973 1982 1986 1955 1963 1973 1982 1986

EXPORTS 47 70 234 515 663 0.8 22 12.6 410 61.8
(billion $)

world 100 100 100 100 100 100 100 100 100 100
Developed 79 74 70 60 65 71 67 51 38 46
Area
(ECintra
Trade) (14 (23 (27 (22) (28) (16) (23 (26) (19) (23)
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Developing 15 18 22 30 25 10 15 35 48 41
Area

( Southern
area) - @ @ ® - - @ ® © -
Eastern 6 8 8 10 10 19 18 14 14 13
trading
area
Textiles Clothing

1955 1963 1973 1982 1986 1955 1963 1973 1982 1986
IMPORTS
world 100 100 100 100 100 100 100 100 100 100
Developed
area 52 63 68 57 64 56 66 78 75 84
Developing
Area 43 30 25 34 27 26 17 10 17 9
(Southern
Europe) - @ 6 0 - B @O @ -
Eastern 5 7 7 9 9 18 17 12 8 7
trading
area

Sour ce: Blokker (1989), Table 1.4, p.12 that has been reproduced from then GATT Secretariat & GATT,
Textile and clothing in the world economy, Geneva 1984, pp. 40-41

7.4.2: EAST ASI AN TRADE | N TEXTI LES AND CLOTHI NG

Textile and clothing production has expanded very fast in
East Asia vis-a-vis the rest of the world. “It grew
especially rapidly in Japan in the 1950s and the 1960s, in
Korea and Taiwan in the 1960s and 1970s, and in Chi na since
its opening up in 1978 with a fall “in Japan and ot her
industrial countries from the early 1970s as conparative
advantage there noved toward nore capital -intensive

products and away from | abor-intensive manufactures because
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of conpetition from newy industrializing econom es ? .
Consequently, share of East Asia in world exports of
textile and clothing has accelerated spectacularly.
Al t hough Japan experienced a decline in its share, “East
Asia now accounts for onethird of that trade, alnost
double the share of three decades ago and close to the

conbi ned share of Western Europe and north America?®'l.”

Table 7.2 provides data on export shares in textiles and
clothing for 1988 and 1991 of four East Asian countries

(China, Hong Kong, Korea, Taiwan) in CECD, EEC (EU and
ot her European countries. It is apparent that these N Cs of
East Asia accounts for significant shares in those markets,

particularly in clothing.

Table 7.2: Export shares in T& of China, Hong Kong, Korea and Taiwan

in 1988 & 1991 (per cent)

Year T &C OeCD EEC France Ttaly Germany | UK

Chi na

1988 Textile 486 T.92 T.73 1776 2.57 T.52
Tothing | 7.23 3. 34 3. 10 9.67 4750 T.57

T991 Textile n.a n. a T.74 3.98 7.82 T.94
Cothing [ n.a n.a 5.08 11.02 9.53 2.58

210 “china and the Milti-fiber Arrangement”, by Kym Anderson. In: The Uruguay
Round. Textile Trade and the Devel oping Countries. Elimnating the Milti-Fiber

Arrangenent 1n the 1990s .Carl B. Hamlton, Editor, A Wrld Bank Publication,
1990, p. 144

211 | bi dem p. 146
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Hong Kong

1988 TextilTe 1.11 0.64 0. 22 0.18 0. 42 1.93
C othing 11. 11 8. 69 2.65 3. 99 9.15 21.09

1991 Textile n.a n.a 0.31 0.50 0. 29 1. 34
C othing n.a n.a 2.53 2.82 7.23 19.02

Kor ea

1988 Textile 3. 19 1.00 1.32 1.44 0.97 1.24
G othing 11.09 5.10 3. 89 2. 94 5.85 .54

1991 TextiTe n.a n. a 1.24 1.54 1.17 1.10
G othing n.a n. a 2.49 2. 20 3. 27 3. 64

Tar wan

1988 Textile 2.45 0.94 0. 84 0. 98 1.14 0. 80
Cl ot hing 6. 04 1. 85 0. 84 1.54 2.37 2.62

1991 TextiTe n.a n. a 0. 88 0.72 1.03 0.95
G othing n.a n. a 0.64 0.98 1. 60 2.26

Source: beyond the MulTr-trpber arrangenent: Ihird Vorid Conpetitron and

R ccardo Fai ni
6.3, 6.4, 6.5)

Restructuring Europe’s Textile Industry,
and Aubrey Silberston,

By G orgio Barba Navaretti,
CECD 1995 (fromtabl e 6. 2,

Wth the nore updated data in Table 7.3 for textile exports,

it is observed that in 1997 three East Asian countries i. e.
Hong Kong, China, Korea occupied the top three slots anong
the leading textile exporters of the world, although
positions of Taiwan, Japan appear later. These five
countries altogether account for 39.5 per cent of world s
total export in textiles.
Table 7.3: Leading Textile Exporters (mllion USS$)
Country 1994 1995 1996 1997
Val ue Shar e Val ue Share | Val ue Share | Val ue Shar
(9 (9 (%9 (%9
Hong Kong 12574.0 9.7 13815.0 9.2 14146.0 9.4 14602.0 9.4
Chi na 11816. 0 9.1 159168. 0 9.3 12112.0 6.0 156826. 0 6.9
Korea, Rep. 10693. 0 8.2 12313.0 8.2 12718.0 8. 4 13346.0 8.6
Ger many 12654. 0 9.7 14389. 0 9.6 13787.0 9.2 13053 8. 4
ftaly 10861.0 8.3 12797.0 8.5 13206. 0 8.8 12901.0 8.3
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Tal wan 10260. 0 7.9 11882.0 7.9 12048 8.0 12731.0 8.2
U S A 6592. 0 5.1 7372.0 4.9 8009.0 5.3 9193. 0 5.9
France 6224.0 4.8 7468. 0 5.0 7303.0 4.9 7214.0 4.7
Bel-Lux 6797.0 5.7 7880.0 5.2 7438.0 4.9 70I1I0.0 4.5
Japan 6780.0 5.2 7178.0 4.8 6927.0 4.6 6750.0 4.4
UK 4492.0 3.0 0165.0 3.4 5396. 0 3.6 5615.0 3.6
Pakl st an 3985.0 3.1 4256. 0 2.8 4919.0 3.3 4594.0 3.0
Turkey 2194.0 1.7 2527.0 1.7 2722.0 1.8 3352. 0 2.2
Net herT ands | 2694. 0 2.1 3526.0 2. 4 3240.0 2.2 30I10.0 1.9
Spal n 1947.0 1.5 2595.0 1.7 28866. 0 1.9 2/84.0 1.6
I'ndonesi a 2498. 0 1.9 2713.0 1.8 2835.0 1.9 2255.0 1.5
Ihar T'and 1647.0 1.3 1957.0 1.3 1830. 0 1.2 1925.0 1.2
Austirra 1843.0 1.4 1989.0 1.3 2005.0 1.3 I911.0 1.2
SwtzerlTand | ZI12. 0 1.6 2267.0 1.5 Z2010.0 1.3 1795.0 1.2
Portugal 1344.0 1.0 1627.0 I.1 1610.0 I.1 1629.0 I.1
O hers 10211.0 7.8 12648.0 8. 4 I13501.0 9.0 15779.0 10.2
VORLD 130220.0 100. 0| 150260. 0 100. 0 [ 150650. 0 100. 01 155280.0 100.0
Source: Vorid Trade gant zatron (WO, Downl oaded and edited from harTand texiilTe

institute website http://ww.thaitextile.org/

Agai n,
exports

two position in 1997 anong the

in

the simlar

in Table 7.4,

[ i st

W th

regard

to

the clothing
Chi na and Hong Kong secured the top

| eading clothing exporters

of the world while didn't appear in the top 20 exporting

countries. Qther four countries altogether account for 35.3

per of world s total. Unfortunately, Bangladesh has no

position in the least of top twenty exporters, even not in

clothing exports while Pakistan fills both the lists. East

Asian countries, therefore, enjoys a vibrant position in

worl d trade for both textiles and cl ot hing.

Table 7.4: Leading C othing Exporters (mllion US$)

Country 1994 1995 1996 1997
Val ue Shar e Val ue Share | Val ue Share | Val ue Shar e

(A (9 (9 (9
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Chi na 23731.0 16.9 24049.0 15.3 25034. 0 I5. 1 31803.0 18.0
Hong Kong 21404.0 15.72 21297.0 13.5 21976.0 13.3 23107.0 131
ITtaly 12525.0 8.9 14175.0 9.0 16172.0 9.8 14851.0 8.4
USA 5616. 0 4.0 6651.0 4.2 7511.0 4.5 8672.0 4.9
Ger many 6669. 0 4.8 7500.0 4.8 7579.0 4.6 7289.0 4.1
Turkey 4582. 0 3.3 6119.0 3.9 6067.0 3./ 6697.0 3.8
France 4974.0 3.5 56721.0 3.6 55279.0 3.3 5345.0 3.0
UK 4176. 0 2.9 4646. 0 3.0 5164.0 3.1 5261.0 3.0
Korea, Rep. [ 5653.0 4.0 4957.0 3.2 42721.0 2.5 4192.0 2. 4
Ihar T'and 45038. 0 3.2 5008. 0 3.2 3845.0 2.3 3/770.0 2.1
NetherTands | 262Z2. 0 1.9 2771.0 1.8 3053. 0 1.8 3655. 0 2.1
falr wan 3445.0 2.5 3251.0 2.1 3207.0 1.9 3410.0 1.9
Portugal 3287.0 2.3 3805.0 2. 4 3591.0 2.2 3303.0 1.9
Bel- Lux 2161.0 1.5 2723.0 I.7 3017.0 1.8 3007.0 I.7
I'ndonesrt a 3206. 0 2.3 3376.0 2.1 3591.0 2.2 2904.0 1.6
Mal aysi a 2071.0 1.5 27266.0 1.4 2376.0 1.4 2329.0 1.3
PhrTrpprnes [ 2185. 0 1.6 242720.0 1.5 2389.0 1.4 2315.0 1.3
Tunrsra 1840.0 1.3 2322.0 1.5 2396.0 1.4 2299.0 1.3
Pol and 1647.0 1.3 2304.0 1.5 237/3.0 1.4 2217.0 1.3
Pakl st an 1578.0 1.1 1611.0 1.0 187Z2.0 I.1 1805.0 1.0
O hers 22400.0 16.0 30546 19. 4 34867.0 21.0 38359.0 21.7
VWORLD 140420.0 100.0 [ 157420.0 100.0 [ 1I65870.0 100. 0[] 1/6610.0 100.0
Source: Vorld Trade ganit zatron (WO, Downl oaded and edited from Thailand textile

institute website http://ww.thaitextile.org/

7.5 CONCLUDI NG REMARKS
From the preceding discussion it is obvious that world
trade in textiles and clothing has traversed so far

surnounting a lot of currents and crosscurrents. To explore

a niche in the world market is crucial for effective export
earning. It also constitutes a supporting task for the
clothing exports of a country. As a nenber of LDC

Bangl adesh needs to acconplish extensive homework in this

regard. Now, the developnents in international trade are

al so adm nistered by the reginmes that remain in place from

time to tine. Attention in the next Chapter, therefore,

converges in international reginmes in textiles and clothing
fromthe very beginning and the effects of these rules and

regul ati ons on Bangl adesh.
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SUMVARY OF CHAPTER SEVEN

This chapter deals with the devel opnent of world trade in
textiles and <clothing through ages anong different
countries and regions. England had been inporting the soft
nmuslins and beautiful “printed calicoes”, from India since
1631. From the seventeenth century up to the mddle of the
ei ghteenth century, the East India Conpany’ s shipnents to
England of Indian cotton <cloth showed a phenonenal
expansion. In 1700, British Parlianment enacted |egislation
prohibiting the inport of printed calicoes from India and
the first sanple of English nuslin entered into Bengal in
1783. The export of cotton yarn from Bengal to England

st opped conpletely in 1786.

The beginning of the regular cotton trade between the
United States and Geat Britain dates from 1784. American
traders not only supplied cotton to Britain, they explored
the Chinese market too in the year 1784. Interestingly,
India’s status, by 1820, transformed from cotton
manufacturing country to cotton exporting country for
reasons nmentioned earlier. I ndi a, by 1817, started
exporting cotton to China. The Anmerican civil war(1861-65)
caused blockade to cotton export from the United States

resulting in a “cotton famne” in Lancashire and Engli sh
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manuf actures were bound to | ook back on India for supplies.
France in 1858 was prom nent for cotton manufacturing nost
of which canme from Anerica. In 1784 the Anerican nerchants
began their commercial operations in the Chinese markets
with | ow cost products. Between the 1850s and 1870s,
supremacy  of the Western industrial countries were
chal | enged by Indian and Japanese cotton goods in the Asian

mar ket s.

Japanese inports of raw cotton from Ameri ca were escal ating
especially after 1913 and “during the 1930's Anmerican raw
cotton becane the nobst inportant of Japan’s rawcotton
imports. Between 1925 and 1933 Japan further increased its
share in Indian inports and in 1939 superseded that of
Engl and. Moreover, the Japanese cotton had replaced the
predom nance of Indian cotton goods in the Chinese nmarket,
and furthernore it appeared in 1918-19 as a conpetitor in
the Indian market itself. Textile and clothing production
has expanded very fast in East Asia vis-a-vis the rest of
the world. “It grew especially rapidly in Japan in the
1950s and the 1960s, in Korea and Taiwan in the 1960s and

1970s, and in China since its opening up in 1978".
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CHAPTER EI GHT
| NTERNATI ONAL REG MES | N TEXTI LES AND CLOTH NG AND

BANGLADESH

8.1: FOREWORD

As the donestic productions and exports of any country are
affected gravely by the developnments in international
environment, it is indispensable that the country be
abreast of these evolutions absolutely. Specially, it is
demanding in the context of conplex features of
international regimes in textiles and clothing. Present
chapter touches all these devel opnents fromthe tine before
Wrld War Il to the integration into Wrld Trade
O ganization (WO under the Agreenent on Textile and

Clothing (ATC) along with its inpacts on Bangl adesh.

8.2: SOVE DEVELOPMENTS BEFORE WORLD WAR I |

As nentioned earlier, Japan achieved a spectacular growth
between the two world wars and it began to export cotton
textile products at this tinme. But “these exports were soon
confronted with a nunmber of restrictions: in 1936, they

were subjected to quantitative restrictions in 40 out of
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106 markets—apart from protective and discrimnatory
tariffs, and exchange control measures.”??

Particularly, Japan had to conclude sone arrangenents

“under the Anmerican threat to take nore restrictive
uni |l ateral neasures if no agreenent could be arrived at”.
Anot her agreenent between the US and Japan was concl uded in
1935 on the condition of Japanese control of exports of
cotton fabrics to the Philippines which was then ruled by

t he US?'3,

8. 3: | NTERNATI ONAL TEXTI LE TRADE PCLI CI ES BEFORE 1960

After the Second World Var, liberalized framework of GATT
(CGeneral Agreenment on Tariff and Trade) and of the CEEC
(Crgani zati on for Eur opean Econom ¢ Cooper ati on)

facilitated dimnution in restrictions in internationa

textile trade. But North Anerica and West Europe harvested
the benefits stemmng fromthis liberalization. In contrast,
restrictions on inports from Japan, East European countries

and many | ess devel oped countries turned out to be, in many

212 \pnthly Record , Manchester Chanber of Conmerce, 30 Septenber 1936; quoted
in Bl okker (1989), . Gt. p.89

213 B okker (1989), Qp. Gt. p.90
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i nstances, “nore restrictive in the course of the 1950s. "2

Al t hough | ess-devel oped GATT nenbers were allowed to bring
in restrictions under Article XVIII 2 of the General
Agreement to stinulate inport substitution, the upsurge of
cotton textile production in these countries entailed in
enhanced exports to devel oped countries, obviously raising
confrontation with the products of developed countries in
the international nmarkets as well as in their donestic
mar kets. Therefore, developed countries “defended in a way
or other their donestic cotton textile industry that asked

for protection”.

Most West European countries invoked provisions of the
General agreement in Article X X?®.” Moreover, “the cotton
trade associations of Cermany, Australia, Belgium the
Net her | ands, Italy, Fr ance, Switzerl and and Nor way
concluded in 1958 the so-called Noordw jk Agreenent”, wth
a view to check “underm ning of existing quotas through re-

exporting to other participating countries of gray cloth,

214 GATT, Textiles and Qothing in the Wrld econony, Geneva 1984, p.63 cited in:
Bl okker (1989) p. 96

215 «vernnental Assistance to Econonic Devel opnent” through inposing tariff
protection and quantative restriction to stimulate inport substitution in the
| ess- devel oped countries allowed by the contracting parties to GATT, 1994.
216pern1'tting inporting countries to take safeguard neasures ( tariffs or

quot as) under certain conditions, when donestic producers suffers serious
injury fromincreased inports to justify quantitative restrictions on their
textile inports.
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admtted tenmporarily on a duty-free basis for finishing”. 2’

On the other hand, the US “took up the sane arns as before
the war” i.e. Voluntary Export Restraints (VERs) to
restrict cotton textile inports from Japan( 1°' VER Novenber
1955 and 2" VER 1956) and Italy (velveteen exports to the
US for 1957) and an abortive attenpt with Hong Kong. Thus,
inmports from Hong Kong increased while the sane from Japan
stabilized which is easily perceptible from the follow ng

Tabl e 8.1 bel ow.

Table 8.1: United States Inports of Cotton Manufactures, 1956-1961
(million US $)

1956 1957 1958 1959 1960 1961
Total cotton nanufactured 154. 3 132. 2 150.0 201. 31 248. 3 203. 3
Inports
Japan ad. 1 05. / (1.7 76.9 13. 4 69. 7/
Hong Kong 0.7 5.8 7.4 75.8 63. 5 Z7.0
G her Asian countries 15.3 13.0 14. 3 24.0 34.0 25.0
Egypt 0.4 0.5 0.3 0.3 5.9 T.0
Spal n 0.3 0.3 0.4 1.6 1.2 3.2
Por t ugal 0.0 0.1 0.3 1.0 5.2 2.3
Source: Bl okker (1989) p.94 table 3.5 which IS taken from W Hunsberger, Japan

e
and the United States in the Wrld Trade, New York 1964, p. 325
However, ‘Hong Kong had to pay its price later, when it
becanme the main target for new Anerican restrictions during

t he Short- Ter m Agr eenment 2%

After the Second World War, British industry?!® asked for

protection and during 1959-1960 the British governnent

27\ nod K. Aggarwal , Liberal Protectionism— The international politics of
organi zed textile trade, Los Angel es 1985, p.73 cited in: Bl okker (1989) p. 96

218 Bl okker (1989), (p. Gt, p. 96
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reacted positively to this call agreeing to the Lancashire
Pact 22 . Selective restrictions, thus, were effective
against low priced inports of cotton textiles starting off
from “newconers” both wthin as well as outside the
franmework  of GATT. Utimtely, “selective safeguard
neasures entered the GATT legal order in 1961, when the
Short-Term Agreenent entered into force??'.” Thus, “ The
Ceneral Agreenent on Tariffs and Trade was the only multi-
| ateral |egal framework governing world trade in textiles
from its provisional entering into force in 1948 until

1961222 ~
8.4: TEXTILES AND CLOTHI NG ARRANGEMENTS FROM 1961 TO
1973

The Short-Term Arrangenent (STA) and the Long Term

Arrangenents (LTA) were concluded in 1961 and 1962

2The British cotton textile indust ry had traditionally enjoyed a conmandi ng
position but it shrank extrenely.ln the nineteenth century “it exported 75 per
cent of world exports, in 1913 50 per cent, and in the late 1950s the WK becane
a net inporter of cotton textiles” Bl okker (1989), . Gt, p. 97

2205 series of inter-industries agreenents affecting inports from Hong Kong,
India and Pakistan. In agreeing to this Pact the British Government not only
violated the General Agreenent, it al so contravened the Gttawa Agreenent,

containing the preferential systemof the Commonweal th countries. Bl okker
(1989), . Gt, p. 97 -

221 gl okker (1989), . 4t, p. 97

222 | pidem, p. 41
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respectively to set up separate rules for international
trade in cotton textiles and in 1973, “the Milti-fiber
Arrangenent (MFA) extended this special treatnent to trade
in textiles produced from nan-made fibers and wool 223",
These arrangenents swerved from the GCeneral Agreenent
principally in two fundanental aspects. These are:
“quantitative restrictions are al | oned and t hese
restrictions can be introduced on a discrimnatory
basi s??*.” But these textile arrangenents “never covered al

world trade in textiles. Never all textile exporting and
importing countries were party to the arrangements 22",
Moreover, besides these textile arrangenments, there were
sonme other trade policy instrunents that were different
fromtextile arrangenents but could affect the world trade
in textiles and had their legal basis as well. These are
tariffs, preferential tariffs (by virtue of GCeneralized
Systens of Preferences, GSP), subsidies and countervailing
duties, and anti-dunping duties. ?*®.” Again, agreed cotton
textile arrangenents obviously diverged from the basic
rules of the General Agreenent on Tariff and Trade (GATT)

i.e. non-di scrim nati on, prohi bition of guantitative

223 | pj dem p. 2
224 | bi dem
225 | pi dem
226 | pi dem p.3
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restrictions and particular Article X X, ~as nentioned

earlier).

The first objective of the 1961 arrangenent 2?7 was “to
provi de growi ng opportunities for exports of these products
provided that the devel opnent of this trade proceeds in a
reasonable and orderly manner so as to avoid disruptive
effects in individual markets and on individual [|ines of
production” while the second objective was “to facilitate
economc expansion and in particular to pronote the
devel opnent of the |ess-devel oped countries by providing
increasing access for their exports of manufactured

product s22%" .

Again, both the STA and the LTA enconpassed only cotton
textile products, which is contrary to the Milti-fiber
Arrangenment (MFA) as MFA included man-nmade fibers and wool
too. The 1961 Arrangenents were effective for one year.
Thereafter, LTA came into force on Cctober 1962 and
remained in force for five years. Later, LTA was extended
three tinmes without any amendnent to its basic rules. The

first two Protocols extended the LTA each by three years

227 The 1961 arrangenents includes both STA and LTAwith a preanple and two

appendi ces.
5 | bi dem p. 109
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and the third extension was only for three-nonths to |et

the MFA enmerge in 19742%%°,

8.5: THE MULTI - Fl BER ARRANGEMENTS (MFA) FROM 1974 TO
1994

As nentioned in the precedi ng paragraph, the MA commenced
its drive in 1974. MFA-1 remained in force for four years
with effect from 1 April 1974, MA-Il period drifted from
1978 to01981. Thereafter, MA-I1l1 continued for four years
and seven nonths and MA-1V covered the period from 1
August 1986 up to 1 August 199123°. The MFA term nated on 31
Decenber 1994 upon the entry into force of the WO and its
Agreenent on Textiles and Qothing on 1 January 199523,
During the period of 21 years, from 1974 to 1994, the MA
experienced nunerous anendnents wth regard to new
provi sions and new products. Mreover, six per cent growth
rate in quotas, as predicted in the MFA, “was in nmany cases

sharply reduced in practice in bilateral agreenents?3?

Wth reference to the objectives of the MA Article 1.2

fromits text reads as:

229 | bi dem p. 117
280 pl okker (1989) p. 163

281 whrl d Trade Qrgani zati on(WIO horepage www. wt 0. or g
232 Thi dem -
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“The basic objectives shall be to achieve the expansion of trade,
the reduction of barriers to such trade and the progressive
liberalization of world trade in textile products, while at the sane
time ensuring the orderly and equitable developnent of this trade
and avoidance of disruptive affects in individual nmarkets and on
individual lines of production in both inporting and exporting
countries?®
Fromthis Article it appears that the first main objective,
trade |iberalization, enconpasses three nore precisely
defined objectives, |I. e. to achieve the expansion of
trade; to achieve the reduction of barriers to such trade
and to achieve the progressive liberalization of world
trade in textile products. Again, the second main objective
in it my be splited into two objectives: ensuring the
orderly and equitable devel opnent of this trade; ensuring
avoi dance of disruptive effects in individual narkets and
on individual lines of production in both exporting and
importing countries. GObviously, these two objectives are
partly conflicting. In addition, Article 1.3 contains a
third main objective, nanely to pronote the devel opnent of
| ess developed countries. Article 1.3 of MA reads as
fol |l ows:

A principal aimin the inplenentation of this Agreenent shall be
to further the economic and social developnent of devel oping
countries and secure a substantial increase in their export earnings
fromtextile products and to provide scope for themin world trade
in these products”?

283 pl okker (1989), p. 157
234 | bi dem p. 158
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The third main objective also breaks down into three nore
detailed objectives, i.e. to further the economc and
soci al devel opnent of the devel oping countries; to secure a
substantial increase in their export earnings from textile
products; to provide scope for a greater share for themin
world trade in these products. This is also conflicting

Through restrictions of quota developing countries, who
have hi gher potential for export, find contracted nmarket in
devel oped countries which appears in disparity to the
obj ective of economc and social devel opment of devel oping

countries owng to trimdown of their export earnings.

In relation to the Product Coverage allowed under MA
Article 12.1 of the MFA text stipulates as foll ows?®®;

“For the purpose of this Arrangenent, the expression “textiles” is
limted to tops, yarns, piece-goods, made-up articles, garments and
other textile manufactured products (being products which derive
their chief characteristics fromtheir textile conponents) of cotton,
wool, man-rmade fibers, or blend thereof, in which any or all of
those fibers in conbination represent either the chief value of the
fibers or 50 percent or nmore by weight (or 17 per cent or nore by
wei ght of wool) of the product”.

As nentioned earlier, MA had |arger product coverage than
its predecessors STA and LTA. It covered not only cotton
textiles, but also man-made fibers and wool. In addition,

handl oom textiles from |ess-developed countries were

excluded fromthe scope of MA

235 | bi dem p. 161
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The M-A, like the preceding cotton arrangenents, granted
provisions for “the inposition of quotas, either through
bil ateral agreenments or unilateral actions, when surges of
inmports caused narket disruption or threat thereof in
inmporting countries” whereby inporting countries were
required to discuss wth exporting nenbers “both in
determning a situation of market disruption” as well as

“introducing and maintaining restrictions” 23 .

Nor mal |y,
importing countries allowed “annual growth rate of six per
cent in the quotas” and a statutory body, the Textiles
Surveillance Body, was entrusted wth nonitoring and

reporting functions and settlenent of disputes?®.

Ironically, application of the MFA was not even handed. WO
honepage provides further that “apart from restrictions on
fornmer state trading countries, the MA was used al nost
exclusively to protect against inmports from devel oping
countries”. But Switzerland and Japan were exceptions.
Al t hough these two countries were parties to the MFA they
“had no restraint agreenents” and “Sweden dropped all of

its restraints and withdrew fromthe MFA in 1991”238

236 | bj dem
287 \WfO homepage www. Wt 0. Or g
238 | pi dem
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8. 6: EFFECTS THE MULTI - FI BER ARRANGEMENTS ( MFA)

In a report published by OECD (1995) %°° , it has been
stipulated that “the growh of exports of textiles and
clothing from LDCs to the developed countries has been
sl oned down although even so it has continued to grow. It
indicates that LDCs are benefited fromthe MA restriction
but not at the pace if trade were free. Again, countries
li ke Hong Kong reaped benefits in tw ways, first by
quality wupgrading and, second from off-shore production
base, to exploit quota rents which has al so been nentioned

in OECD report as?*’

“Throughout the 1980s Hong Kong entrepreneurs could not only profit
from domestic quota rents and upgrading. Moreover, they could
m grate and establish off-shore operations to tap quota rents”.

Again, excerpts from Hamlton (1990) denonstrates that
devel oping countries suffer the |oss of exports originating

fromthe MFA restrictions?®*!:

“Most studies have found decline in export opportunities and revenues
fromthe MFA to be substantial for developing countries. For exanple,
t he UNCTAD  (1986) estimted that conpl ete non- di scrim natory
l'iberalization (involving both tariffs and the MA quotas) could
i ncrease developing country exports of clothing by 135 percent and
textiles by 78 percent. Another estimate by Kernan and others (1984)

289 Gorgio Barba Navaretti, R cardo Faini and Aubery Silberston, Op. Ot

240 | bi dem p. 243

241 The Uruguay Round, Textile Trade and the Devel oping Countries, Elininating
the Miulti-Fiber Arrangenent in the 1990s. By Carl B. Hamilton, Editor, A Wrld
Bank Publication, 1990. p.23
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suggests that developing country exports to the najor COECD countries
could increase by 82 percent for textiles and 93 percent for clothing
if both trade restrictions were renoved.”

Wile the MFA has “the effect of encouraging investnent
flows fromrestricted to non-restricted or less restricted
242

devel opi ng countries , for instance, large-scal e overseas

I nvestnment activity of Hong Kong as nentioned earlier, it

has also repercussion in the restricted markets, |Iike
Bangl adesh.
Again, it is factual that “despite the increasingly

restrictive MA quotas, the Asian Big Three ?*® have
continued to have high growh rates through the 1970s and
1980s2**. It is obvious from the preceding discussion that

the effect of the MFA on devel opnent is controversial.

8.7: EFFECTS THE MULTI - FI BER ARRANGEMENTS ( MFA)

AND BANGLADESH

Appendi x-1V provides a list of participating states in the
MFA at different phases (MFA I, MA-II, MA-1Il, MFAIV) in

which it is observed that Bangladesh was the nenber of MA

fromits comencenent. Cbviously, Bangladesh was subjected

242 | bi dem p. 30
243 tpng Kong, Taiwan, Korea, Rep. of
244 Hamlton, Op. Gt. p.32
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to quota restriction from the devel oped countries, which
would be nore transparent from the discussions in

subsequent chapters.

It has been lay down in Hamlton (1990) that” if all
devel oped country trade restrictions on textile and
clothing exports are renoved, textile and clothing exports
from Korea and Hong Kong woul d increase by 210 percent and
35 percent respectively. Mreover, export from China would
i ncrease by 322 percent, while those from Bangl adesh woul d
increase by 70 percent 24 » Noreover, the statistical
evi dence below indicates that the discouraging effects of

MFA towards i nvestnent opportunities would be mnimzed:

“ o, harnful consequences of the MA quotas follow from their
adverse inpact on investnent opportunities in devel oping countries.
The experience of Sri Lanka in 1977-78 and Bangl adesh in |late 1985
when the harsher MA quotas restricted inward investnent flows are
exanpl es of discouragenent effects due to the MA  These are
particularly serious for countries, which are only just starting to
foster export-oriented nanufacturing. As Chaudhury and Hami d (1988)
further pointed in discussing the effects of the MFA on Pakistan's
textile industry, the MFA has ‘hanpered nodernization of the sector,
led to expansion of the |ow cost power-loom sector, and generally
put Pakistan technically behind in textile?®.”

Thus, it is optimstic that Bangladesh wll enjoy its
growi ng exports and investnment opportunities when the quota

restrictions would be over after Decenber 1994.

245\
I bidem p. 24
246 | bj dem
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In 1984, “France and the UK inposed MA quotas on
Bangl adesh and later the US did likewise?’” (Wrld Bank,
1987). These bi | at eral agreenents wer e enor nousl y
restrictive. The US, for instance, allowed only a 6% growh
rate in MFA inports from Bangl adesh. Even after so, this
nmeasure had shown a 386.4% rate of growh from 1981 to 1984.
Moreover, it was so exhaustive agreenent that restricted
inmports from Bangl adesh included “down to 7-digit SITC
(Standard International Trade O assification) categories?*®”.
OMng to the MA restrictions on Bangl adesh, imediately
| arge nunber of factories closed, threw thousands of fenale
wor kers destitute, banks broke off providing loans due to
uncertainty over the future and investnents in the industry
dwi ndl ed?*®. Wile republic of Korea adjusted to the MA
quotas by noving to higher quality production and
exploiting the skilled and educated | abor force, Bangl adesh,
regrettably, has not been benefited from the growth
experience of the NICs?°°”. Thus, MA couldn't encourage

Bangl adesh to pave the way for further industrialization

247 \Wor1 d Bank report, 1987 as cited in: “The Milti-Fibre Arrangenent - A Thread

of Protectionisni, by Samantha Smth - Senior Sophister, Trinity College Dublin,
Irel and, DEPARTMENT OF ECONCM CS,

(http://wav. econom cs. tcd. i e/ SER/ 1998/ Essay21. ht m Downl oaded on 16 Cct ober,

2000)

248 | pidem 7- digit for exanple, a quota was placed not only on shirts,
but on shirts made fromdyed yarn in particul ar sizes

249 oamantha Smith, . Ot.

250 | bi dem
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even after the conparative advantage of abundant cheap

| abor force in the country.

8.8: THE AGREEMENT ON TEXTI LES AND CLOTHI NG ( ATC) AND
BANGLADESH

The WO Agreenent on Textiles and dothing (ATC) has been
concluded by the nenber states for a period of ten years
(1995-2004). It is a transitional instrument to step into
the quota free trade in the international market. But it
will not be the duty free regine, for which further
negoti ati ons mght be necessary. A full text of the ATC has
been attached to the Appendi x-111 that would afford every
element of the Agreenent. On the whole, the ATC has been
franmed by the foll owi ng key facet s?®%:
“(a) The product coverage, basically enconpassing yarns,
fabrics, made-up textile products and cl ot hing;
(b) A program for the progressive integration of these
textile and clothing products into GATT 1994 rul es;
(c) A liberalization process to progressively enlarge
existing quotas (until they are renoved) by increasing

annual growth rates at each stage;

251 «“The Agreenent on Textiles and d ot hi ng” WO hone page.
http://wawv w o. org/ english/tratop_e/texti_e/texintro. htm downl oaded on 16
Cct ober, 2000
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(d) A special safeguard nechanismto deal w th new cases of
serious damage or threat thereof to donestic producers

during the transition period;

(e) Establishnent of a Textiles Mnitoring Body ("TMB") to
supervise the inplenmentation of the Agreenment and ensure
that the rules are faithfully followed; and

(f) other provisions, including rules on circunvention of
the quotas, their admnistration, treatnent of non-MA
restrictions, and commtnents undertaken elsewhere under

the WIO s agreenents and procedures affecting this sector”.

The product coverage is listed in the Annex to the ATC
which could be available from the WO hormepage®°?. The i st
incorporates “all products which were subject to MA or

MFA-type quotas in at | east one inporting country”.

ATC Article 2 of the Agreenent spells out the integration
process as to how “Menbers shall integrate the products
listed in the Annex into the rules of GATT 1994 over the
10-year period”. It has to be achieved “progressively in
three stages (3 years, 4 years, 3 years) with all products

standing integrated at the end of the 10-year period”.

252 | bj dem
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The first stage started on 1 January 1995 “with the
integration by Menbers of products representing not |ess
than 16 per cent of that Menber's total 1990 inports of all
the products in the Annex”. Stage 2 began on 1 January 1998

with a set target of “not less than a further 17 per cent”

integration. Stage 3 would commence on 1 January 2002 when

not less than a further 18 per cent will be integrated”.

Finally, before 1 January 2005, all remaining products
(amounting up to 49 per cent of 1990 inports into a Menber)
will stand integrated and the Agreenment termnates.
Therefore, after 31 Decenber 1994, world trade in textiles

and clothing would be free of quota restriction and narket

take up woul d depend purely on conpetition.

8.9 : CONCLUDI NG REMARKS

Bangl adesh now enjoys the quota facility i.e. for clothing
products in US and EU nmarkets. This is an assured narket
facility as a nenber of Least Devel oped Countries (LDC).
But this advantage will linger no nore from 1 January 2005.
At that time, Bangladesh clothing exports wll face stiff
conpetition fromother countries, for exanple, China, India,
Paki stan, Thailand and so on. The countries, which do not
enjoy quota facility, now, are capable of exporting RM5

products by their own supply chain using nostly indigenous
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materials, for instance, India. In other words, backward
l'i nkage industries have already thrived in these countries,
which would let themto stay in conpetition in the ensuing
free market wth a better position than Bangl adesh.
Therefore, setting up backward I|inkage industries in
Bangl adesh with a conplete supply chain for its ngjor
export earning RMG sector is crucial. Chapter eleven wll
afford in details in this nmatter. Now, before we turn to
t he Bangl adesh perspective in textiles and cl othing sector,
it is inperative that we |ook into the experience of other
contenporary leading countries. Chapter N ne next deals

with the sane.

SUMVARY OF CHAPTER EI GHT

This chapter touches all the developnents internationa
regimes in textiles and clothing fromthe time before Wrld
War Il to the into Wrld Trade O gani zation (WO under the
Agreenent on Textile and dothing (ATC) along with its

i npacts on Bangl adesh.

199



Japan had to conclude Voluntary Export Restraints(VER)
arrangenents wunder the Anerican threat when Japanese
textiles and clothing industry experienced a boom during
the period between two world wars. After the Second Wrld
War , liberalized franmework of GATT and the CEEC
facilitated dimnution in restrictions in internationa

textile trade. Thus, GATT was the only multi-lateral |egal

framework governing world trade in textiles from its

provi sional entering into force in 1948 until 1961.

The Short-Term Arrangenment (STA) and the Long Term
Arrangenents (LTA) were concluded in 1961 and 1962
respectively to set up separate rules for international
trade in cotton textiles and in 1973, the Milti-fiber
Arrangenent (MFA) extended this special treatnent to trade
in textiles produced from man-nmade fibers and wool. The

first objective of the 1961 arrangenent 2°3

was to provide
opportunities for exports of these products to avoid
di sruptive effects in individual markets and on i ndividua

lines of production while the second objective was to

facilitate economc expansion and, in particular, to

pronote the devel opment of the |ess-devel oped countries by

253 The 1961 arrangerents includes both STA and LTAwith a preanple and two
appendi ces.
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provi ding increase access for their exports of nanufactured

product s.

The MFA was |aunched in 1974 and termnated on 31 Decenber
1994 followed by the energence of Agreenent on Textiles and
Aothing (AT on 1 January 1995 wunder WO The nain
obj ectives of the MFA were trade liberalization and orderly
and equitable developrment of trade to avoid disruptive
effects in individual markets and on individual Iines of
production in both exporting and inporting countries, to
pronote the developnent of |ess developed countries.
Ironically, the MFA was used al nost exclusively to protect

agai nst inports from devel opi ng countri es.

Bangl adesh, regrettably, has not been benefited from the
MFA even after the conparative advantage of abundant cheap
| abor force in the country chiefly because of the unskilled
and uneducated labor force that was unable to produce

qual ity products.

The WO Agreenent on Textiles and dothing (ATC) has been
concluded by the nenber states for a period of ten years
(1995-2004). It is a transitional instrument to step into

the quota free trade in the international market in 2004.
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Bangl adesh’s the quota facility will remain no nore from 1
January 2005 resulting in stiff conpetition from other

countries, for exanple, China, India, Pakistan, Thailand,

anong others. Backward |inkage industries have thrived in
these countries that would et themto stay in conpetition
in free market with a better position than Bangl adesh.
Therefore, setting up backward I|inkage industries in
Bangl adesh with a conplete supply chain for its nmajor

export earning RMG sector is crucial.
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CHAPTER NI NE
TEXTI LES AND CLOTH NG EXPERI ENCE OF CONTEMPORARY

LEADI NG COUNTRI ES

9.1: FOREWORD

Prior to |ooking into Bangladesh situation prevailing in
the textile and clothing sector, it is essential to focus
into the other leading countries’ experience wth a view
to grasp the trajectory of such devel opnent that could be
foll owned by Bangl adesh blending the existing realities of
the country. As will be elaborated |ater, Bangladesh is
at the |abor-intensive end in the spectrum of the
advancenent in the textile and clothing industry. It is,

therefore, logical that Bangladesh follows the path of
those countries that started at the |abor-intensive end
but, now, have nobved to capital -intensive end partially
or conpletely. Gven this context, Bangladesh could
exam ne the experiences of countries I|ike Japan, China

Hong Kong, Republic of Korea, Turkey, India, Thailand,

anong others. This chapter s attributed to this

obj ective only.

9.2: JAPAN---THE PI ONEER | N EAST ASI A
As early as 1874, Japanese cotton-weaving industry was
sluggish in its nodernizing. For instance, in M kawa

Province, nostly depressed snmall-scale farnmers | acked



arabl e lands that couldn’'t afford |iving expenses by crop
cultivation. Consequently, farmers adopted cotton weavi ng
as their subsidiary occupation, which inhibited the
energence of cotton weavers' professionalism Moreover,
t hese unspecialized peasant cotton weavers were short of
organi zational and financial independence. Provincial
mer chants afforded advanced production funds but not the

yarn, the nost inportant material in weaving cotton cloth?!.

But the shortage of production of dyed cotton cloth was
removed by a structural shift wth the application of
Jacquard | oons and professional wage |abor as nentioned

bel ow’:

“Because of the increasing demand for dyed cotton cloth, sone
provi ncial nmerchants began to install workshops in the back yards
of their houses for weaving with a small nunber of Jacquard | oons,
first introduced from Europe in 1874. Enploying wage | aborers, the
wor kshop produced a substantial volune of dyed cotton cloth. This
was a new phenonenon, from the structural aspect of the cotton-
weavi ng industry.”
Structural shift in t echnol ogy and gr owi ng
professionalism triggered the rise of Japanese textile
industries in prelimnary stages. In addition, “the
weal thy and mddle-scale farners played a decisive role
in the nodernizing of the cotton-weaving industry in

Japan?®.”

! sung Jae Koh, p. Git. p. 44

2 | bi dem p. 45
3 | bi dem p. 48



In Japan, it was only the second decade of twentieth
century that handl oons were being supplanted by power-
| oons and “hand |oons were still wdely in use as the
inportant tool for the production of cotton cloth. In
nunmber, handl oons were domnant. In 1900 there were nore
than 700,000 hand |oons, while the total nunber of power
| ooms was only 32,000%” It shows that handl oom occupi ed a
pre-dom nant position in the way of developnent of

Japan’s textile and clothing industry.

After the first world war, the main products of the rural
weavi ng industry, the gray clothes, | aunched its
exporting owwng to the opening up of markets in India and
the South Sea Islands. This tinme double-w dth weaving
machine twitched to supplant the single-width. The
opening up of these markets also led to the nodernization
of the rural cotton-weaving industry in Japan®. On the
ot her hand, the spinning section of the cotton industry,
at that tinme, was geared up for nodernization by
merchants and landlords as evident from the excerpt

bel owf:

“Prosperous nerchants and big landlords nobilized their savings
for the nmodernization of the spinning section of the cotton
i ndustry. On the other hand, wealthy farners were able to utilize

4 | bi dem p. 49
5 | bi dem p. 49
5 | bi demp.52 & 53



l[imted anmbunts from their savings for the nodernization of the
weavi ng section.

It is notable that availability of the girl workers’” and
cheap | abor played a great role in the devel opnent of

Japanese cotton industries. But the manufacturers faced

| abor shortage as fenale workers had to work in appalling

circumstances in the factories as under?:

“. the health condition of the femal e workers was greatly inpaired
because they were paid |ow wages, worked nights, and lived |ike
prisoners in conmpany dormtories. According to the report made by
Japan Cotton Spinners’ Association, during the period of a year
from COctober 1896, to Septenber 1897, there were 44,270 workers

or 84 percent of the total nunmber of workers, in the cotton mll
who had diseases incurred in the line of work. Thus, living
conditions and the standard of sanitation were the direct cause of
the continued problem of |abor shortage in Japan”’

An adnmirable feature of the Japanese textile industry, as
early as 1925, was that, unlike India, it had alnost no
| abor novenent that certainly helped expedite the
devel opnent process, as could be wrk out from the
foll owing citation®:

“The textile trade union nenbership increased by more than 250
percent during the period of 1927-38. In other words, in India the
cotton textile industry devel oped a nost effective |abor nmovenent,
while there is alnbst no |abor novenent in the Japanese textile
i ndustry where 80 percent of the total |abor force was conposed of
femal e workers. The fundamental difference in the |abor novenent
of these two countries lies in their socio-economc realms.” P-74

As stipulated earlier, Japanese textile industries

experienced a boom between the two world wars. This

7" *as they could not enter the | abor market as a nornal force because of
their social character”,|bidem p. 58

8 | bidem p. 65

® I bidem p. 74



growh in Japanese conpetitiveness in textile products
al so revolutionized its fiber consunption pattern because
its “inportance as an exporter of raw silk gradually
declined and it energed as an inporter of raw cotton and
wool ” and by the 1950s, “Japan accounted for one-quarter
of US cotton exports and one-fifth of Australian woo
exports - and the latter share was two-fifths by the

early 1970s”1°,

The rise in textiles and clothing industries contributed
greatly to the Japanese econony during this period and,
as it nmoved towards the capital intensive edge, |abor-
intensive manufacturing started losing ground wth the
growi ng conpetitiveness originating fromthe NIEs in the
post war era. This could further be grasped from the

quot ati on bel ow'!;

“Around 1930, those manufacturing industries provided one-tenth of
GDP and enploynment in Japan and one-third of the country's total

export earnings. Their inportance within the rapidly expanding
manufacturing sector peaked a decade or so earlier, when they
accounted for 30 per cent of manufacturing val ue-added and about 60
per cent of both industrial enploynent and exports of manufactures.
..... Japanese econony matured, these |[|abor-intensive manufacturing
industries rapidly lost their conpetitiveness internationally as N Es
with less capital per worker energed in the postwar years”.

10 | ntroduction and Summary, Kym Andrson, In: New Silk Roads, East Asia and
Wrld Textile Markets, edited by Kym Anderson, Canbridge University Press

(1992)

1 The experience of Japan in historical and international perspective,
Young-11 Park and Kym Anderson'In : Kym Anderson, Q. Ct. p.19



Again, this structural shift 1is reinforced by the
evidence that “capital-intensive synthetic and fabric
sub-sector accounted for about 60 per cent of Japan's
exports of textiles and clothing” in the 1970s and 1980s
while *“labor-intensive finished textiles and clothing
have conme to account for 60 per cent of all textile
clothing inports!?.” Mreover, Japanese industries passed
t hrough several inportant donestic adjustnent processes
such as “sheddi ng of excess |abor and capital equipnent,
the dem se of small plants and adoption of nodern, | abor-
savi ng equi pnent, investnent in research and devel opnent,
the already nmentioned switch in production enphasis from
| abor-intensive to capital-intensive pr oduct s, and

»n13

changes in protection frominports of whi ch enhancenent

of capacity utilization t hr ough scrappi ng | ooks
particularly interesting as it “was concentrated on
equi pnent in the yarn and fabric stages, where the

industry's international conpetitiveness was declining”.

This coul d be | ooked further as'‘:

“Over the period 1956 to 1981, 200,000 loons for cotton and staple
fibres, 120,000 loons for silk and rayon, 22,000 |oons for wool,
and 5 mllion spindles were scrapped with the help of 360 billion
yen in government subsidies and |oans. These neasures contributed
to the 13 per cent increase in capacity utilization in these
i ndustries between 1965 and 1973".

12 | pidem p. 28
Bhidem p.94
14 1 bi dem p. 96



Cor respondi ngl y, “production capacity for synthetic
fi bers quadrupled between 1965 and 1986, from 1150 to
5000 tons per day. The nunber of establishnents in
synthetic fiber production also increased, from 31 in
1965 to 76 in 1983"'° In addition, “industry's efforts to
adopt cost-reduci ng t echnol ogi es have focused on
i ntroducing equi pnent t hat enbodi es automation and
conputeri zed techniques, thereby speeding up production

processes” 1°.

Formal research efforts also stinmulated the productivity
in the textile. For instance, the Japanese textile
i ndustry “exported 182 technologies and received nore
than 4 billion yen in royalties. Mre than 70 per cent of
those technol ogy exports were purchased by neighboring
Asi an countries”. Moreover, the Japanese textile industry
has “responded to changi ng market conditions by shifting
its product mx to nore technologically sophisticated
itens and by upgrading products, particularly in new
synthetic materials and high-quality textiles”?!’. Another
inportant facet of Japanese textile industries is its

interior textiles'® the market size of which was US$3, 775

15 | pidem p. 96
16 | pidem p. 96
17 | bi dem

18 carpeting, curtains and other products.
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exports which is evident from Table 9.1 bel ow.

Table 9.1: Textile Industry (1985-1999) of Japan

(persons) (mllion yen)
‘@ Nunber of Nunber of Enpl oyees Val ue of Shipnents
Est abl i shrent s

1985 35, 424 609, 462 8, 086, 962

1990 30, 515 530, 736 7,838, 171

1995 16, 045 264, 528 4,230, 099||

1999 12, 309|| 201, 264 3, 236, 317
Source: Mnistry of International Trade and Industry honmepage, Japan®’

In addition,

textile and clothing industries,

simlar

Tabl e 9.2: Enpl oynent

Table 9.2 provides data on enpl oynent

trend as the precedi ng one.

in Japanese textile industries

in the

whi ch again exhibits the

(000’ persons)

Year Manuf acturing | Man- Textile | Spinning | Waving | Knitting | Dyeing & | Apparel
nmade (B) Finishing | (O
fiber
(A

1990 | 11,788 25 625 57 141 192 102 621

1995 | 10, 880 23 327 31 93 16 84 644

1998 | 10, 399 19 272 23 76 14 70 544

Source: Mnistry of International Trade and |Industry homepage, Japan

Note: G oves and hosiery are included in ‘Apparel’ in 1994-1998, ‘ Knitting

in 1989-1993.

This declining trend m ght

in East

Tai wan,

Asi a

in

Korea and,

1| NTER OR TEXTI LES
http://ww. tradeport.org/ts/countries/japan/isalisar0011. htm

t hese

nore

i ndustri es,

recently,

nanel y,

Downl oaded on 13 Cctober,

2 bi dem

2000

be inputed to the rising force
Hong Kong,

China and Japan's




parallel nove to even high-tech industries coupled with

rising |labor costs in its capital-intensive edge.

9.3: CHINA----- THE EMERG NG FORCE I N EAST ASI A

China badly needs “hard-currency export earnings” to
purchase essential inports as well as for servicing
China's sizeable foreign debt. As Chinese farners are
unlikely to put in nmuch to the basket of foreign exchange
earning and the demand for mneral and energy products
are likely to grow faster than donestic supply in China's
i ndustrial devel opnent process, textile and clothing
i ndustries contribution is crucial to its econonmc growh

and devel opnent 2%

China ranks as the |argest producer of cotton clothing,
and the second |argest producer of synthetic fibers in
the world. It is, therefore, reasonable to believe that
China is one of the nost inportant producers and
exporters of clothing and textiles in the world. China
owned about 54,000 textile and clothing factories in 1995
of which nore than 90% were smal | -and nedi um si zed

enterprises (SMEs)??. Some 80% of the fibers consuned in

2L WI1 China's experience be different? by Kym Anderson. In : Kym Anderson,
. Gt. , p. 197-98

22 profile of China's Textile Industry
http://ww. cestt.org.cn/acca2l/online-erivces/sectors/ Textil e%20l ndustry. htm
Downl oaded on 13 Cctober, 2000
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China in its textiles and clothing is cotton In

addition, other natural fibers such as wool, jute,
mul berry worm silk, hair, etc. are also used. Synthetic
fiber is constitutes also a significant conponent in its
total fiber consunption. Mreover, the textiles and
clothing industry in China provides opportunity for |arge
enpl oynent. The industry enployed 12.43 mllion enpl oyees
in 1995. The total value of output was 703.5 billion Yuan

RVMB in the sane year.

As nentioned above, China's textile industry is nostly in
the type of SMEs and so conpatible the technology and

techni ques are, at the level of the Europe-Anerican
textile industries in the 1970s' and 1980s”. In spite of
its rear position in technological advancenent, the
textile industry of China enjoys a conpetitive edge in
the global nmarket owing mainly to its *“conparative
advantages in low |abor costs, available raw naterials,
and low manufacturing cost **”. Further, its donestic
textile market is quite large due to the gigantic size of
its population, nore than 1.2 billion. Being a

traditional industrial sector, detailed standards have

been fornulated in Chinese textile industry, specially

23 | bi dem
24 | bi dem
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raw material standards, yarn and fabric standards, and

cl ot hi ng processing stands?®®.

Again, China has not joined the WIO till date, although
it is preparing so. Wiile the conpetitive co-efficiency
of the garnent industry in China is 0.93 (and that of the
fabrics industry is only 0.07)2% it is apprehended that
Chi na woul d have faced stiff conpetition fromits other
conpetitors after its accession to the WIO. It is alleged
that the conpetitiveness of China is buttressed by great
export volume and high customtariff?’, although, “nost of
the exported garnents are of low and niddle grade” 8.
Textile industry in China seens to have little scope to
keep pace with market fluctuation as “the governnent
controls the purchase of cotton” and hence a stable
production cost persists in the textile industry.
Notw t hstanding periodic short-term nmacroecononic and
political crises, nodest political stability has

prevailed in the 1980s and 1990s that allowed rapid

gromh in the industry.

Anot her advant age  of China is derived from the

“successful structural adjustnents both Japan and the

25 | bi dem
China textile sector to face chall enges after WO accessi on

htt p: / / ww. j obbankusa. conii ndnews/textiles.htm available 2000-10-14

27 | bi dem
28 | bi dem
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East Asian NI Cs” making room in ‘world narkets for
| abor-intensive goods” wth a sinultaneous rise of
China’s inport demands of conmmodities for capital-
intensive internediate goods ?° . Annual production of
synthetic fibers of China trebled between 1977 and 1983
even though the inports of synthetic fiber expanded in

paral | el 3C.

Qutward |ooking policies during the 1980s had |ed
clothing industries of both China and Thailand to expand
very fast and are becom ng nore dependent on inports of
fi bers. However, “the enmergence of China especially as a
maj or exporter of textile products is now putting
conpetitive pressure on Asia's advanced devel oping
economes as well as adding to pressure on nanufacturers

in high-income countries”3. It

is interesting that China
has established “H -Tech Park” for China's Textile
| ndustry (IHPCT) which would inpart, no doubt, a new

momentum to the China's textile and cl ot hi ng®.

2 China and the Milti-fiber Arrangenent, by Kym Anderson. In: Carl B

Hamlton, Op. Cit., p. 151. Again internediate goods are, for exanple, yarn,
fabrics etc.

%0 | bidem
3 ntroduction and Summary, by Kym Andrson In: Anderson, Op. Gt

82 “International H-Tech Park for China's Textile Indust ry U G
Conput er (Shanghai) Co. Ltd. 568 Qu Yang Road, Shanghai, 200081, P. R China.
http://ww. sh. com zone/ ot her/textil e. ht m downl oaded on 12 Cctober, 2000
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As stated earlier, demand for nat ur al fibers is
increasing notwthstanding the huge  natural fiber
production. It is, therefore, perceived that *“expanded
production and exports of finished textiles and standard
clothing are leading to increased inports of fibers, both
natural (from the United States and Australasia) and
synthetic (from Japan and newly industrialized East
Asia)” %% . Further to nmention that “China has already
achieved the nost difficult tasks required to enulate its

East Asi an nei ghbors”.

9.4 : HONG KONG ------ THE SECOND GENERATI ON

Wth the declining conparative advantage of Japan in
| abor-intensive end in the early 1970s, the NICs in East
Asia, nanely, Hong Kong, Korea and Taiwan marked a
spectacular growh in their textiles and clothing
industries, first, with the [|abor-intensive production.
Later, in the 1980s these NI Cs, like their predecessor
Japan, noved towards capital-intensive production i. e.
t hrough the use of man-nade fiber technol ogy. Therefore,
these NICs could be marked out as second generation in
the rise of their textile and clothing industries in East

Asia with Japan being the first.

33 Effects of China's dramatic reforms on its neighbours and on world
mar kets, Kym Anderson and Young-11 Park, In: Kym Anderson( 1992), p. 48
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Presently, Hong Kong's forenpst export earner is its
textile industry, which “accounts for 7% of tota
domesti c exports, and enploys 9% of total manufacturing

"34 It is also the nmajor supplier to the |oca

wor kf orce
garnment industry, which “takes up nore than half of total
output”. The textile industry, therefore, turns up to a
backward |inkage to the garnent industries of Hong Kong.
Mor eover, Hong Kong has set up sone offshore production
bases, mainly in Asia, Central and South Anerica with a
view to exploit cheap labor and get hold of quotas
available in these countries. It has also “established
factories in Wstern Europe, US and Canada, in a bid to
by-pass quota restrictions and to gain better access to

these narkets” °°

For quota-free itenms, Hong Kong
manufacturers chose China as offshore production base.
Hong Kong's textile industries also supply fabrics to
t hese overseas garnment factories. Another feature of Hong
Kong textile industry is that “nmpbst of the textiles
factories are small-scale, wth 60% of Hong Kong' s

textile firns enploying less than 20 persons. Medium

sized factories constitute 36% of the total nunber of

34 overviews of Textile Industry of Hong Kong

http://ww. conpany. com hk/ hkencyc/ hkersi 47. ht m downl oaded on 14 Cct ober,
2000

35 | bi dem
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textile firnms, while the remaining 4% are | arge factories

whi ch enpl oy over 100 workers”3®,

As regards the spinning, “nodern machines and techniques
such as open-end spinning” are used in Hong Kong. tton
yarn, cotton/ man-made fiber yarn, man-nmade fiber yarn as
well as woolen and worsted®’ yarn are produced in its
spinning industries. In Waving sector, about 90% of the
output is “cotton fabrics, with denim® taking up the
lion's share”. Shuttle less loonms, for instance, nulti-
gripper, rapier and air jet |oons are enployed that

“exhibit high productivity”.

Manuf actures of knitting®® segment are “mainly cotton
fabrics, although wool/acrylic and nylon/acrylic blends
are al so produced”. Conput eri zed desi gn syst ens,
pr ogr amm ng equi prent and knitting machi nes are

extensively used to enhance productivity. A few conpanies

Vertically integrated the manufacturing of textile
products through a successive backward |inkage supply
chain i. e “from yarn, fabrics to ready-to-wear is
36 | bi dem

37

e a fine wool cloth used for making trousers, skirts etc.( Oxford)

a strong cotton cloth, usually blue in color, used for making jeans etc.

g Oxford dictionary)
°® to nmake garments, etc. by creating rows of connecting loops of specially
wool thread using long metal, plastic or wooden needles ( Oxford dictionary)
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carried out by, operating facilities in spinning, weaving,

knitting, dyeing, finishing and garnment making”“.

In Hong Kong, productivity of the industry has been
greatly enhanced whi ch is i mput ed to i ncreased
application of noder n, conput er-ai ded manufacturing
equi pment and production nachinery®'. By nmoving up- market
Hong Kong survives in conpetition from | owcost countries.
“Efficient finishing services” appears as an inportant
factor in maintaining the conpetitiveness of the textiles
i ndustry. Moreover, a “large variety of clothing ranging
from high fashion wear to sinple clothing accessories are
manufactured in Hong Kong which, in turn, nove towards
hi gher - val ue-added t hr ough desi gn and quality

I mprovenments.

Textile related conpanies are also listed in stock
exchange. As the hone page provides, “20 clothing and
textile related conpanies” are listed on the Hong Kong
Stock Exchange that accounts for “about one-seventh of

the total nunber of industrial stocks”.

40 overviews of Textile Industry of Hong Kong, Op. Ot.

41 | bidem
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Hong Kong’s strategic location has nmade it as a regional
hub for sourcing garments. Anong the orders received by
Hong Kong firms, “sinple itens are usually allocated to
their offshore production bases” while *“local factories
mai nly deal with higher quality and higher-priced
garnments”. Fashion designers of Hong Kong have earned
reputation in “quality workmanship, sensitivity to
current trends, and ability to blend commercialism with
i nnovativeness”. In addition, a fashion |ibrary has been
set up by the Hong Kong Trade Devel opnent Council in 1987,
which “provides market information on the |atest and

projected world fashion trends to the local industry”.

It has been apprehended in this home-page article that

after phasing-out of quotas in 2005 “only high-end
operations” will stay behind in Hong Kong and others w |
“relocate to |owcost countries”. Moreover, to neet the

chal l enge of "Quick Response **"

system which is wdely
used in US, Japan and Western Europe, Hong Kong conpanies
are heading towards nodern clothing technology, for

instance, CAD/CAM in pattern grading, marker making,

automatic cutting, etc.

42 “It is a node of operation which enploys nodern production and

comuni cations technologies so as to supply the right products in the

precise quantities just in time to have them sold straight away. It calls
for short <cycle manufacturing, quick turnaround tinme, |large product
varieties and small quantities”. IN “Overviews of Textile Finishing

I ndustry of Hong Kong” downl oaded on 14 Cctober, 2000
htt p: // ww. conpany. com hk/ hkencyc/ hker si 46. ht m
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The inportant feature of the Hong Kong finishing industry
is “quick production lead tinme and reliable product
quality” and it shores up “local spinning, weaving and
knitting sectors by finishing yarns and fabrics that are
either exported or wused donestically by the clothing
| ndustry” . The industry, therefore, provides backward
i nkages to the garnents industry of Hong Kong. Moreover

it also alters inported gray fabrics into high quality
finished fabrics. The honepage also provides that *“Hong
Kong' s bl eachi ng, dyei ng, printing and finishing
factories are able to neet 70% of the Ilocal clothing
industry's requirenents for textile fabrics”. However,
the industry also faces sonme infrastructural and
envi ronmental constraints, for instance, “lack of anple
factory space for new and large mlls, inadequate water
t r eat nent and di schar ge facilities and i ncr eased
environnental protection neasures **”. Again, “conputer
aided coloring to inprove precision and consistency” is
being wutilized gradually 1in Hong Kong dyeing and
finishing industry that inparts nore value to its textile

pr oduct s.

43 Qverviews of Textile Finishing Industry of Hong Kong, Qp. Ot.

44 1 bi dem
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Again, another driving force to the Hong kKong' s textile

and clothing industries was put by its week |abor union,
which, in a sense, facilitated the entrepreneurs to react
pronptly to the market change. On the other hand, it
triggered trouble in the restructuring as “neither unions
nor workers had any input into corporate decision naking

process” which is apparent fromthe paragraph bel ow*:

“Unions in Hong Kong have been nunerically weak, organizationally
fragnented, and lacking in shop-floor |inkages throughout nuch of
the post war period. For these reasons as well as the absence of
col | ective bargai ning between enpl oyers and uni ons, neither unions
nor workers had any input into corporate decision-making process.
This added to the ‘flexibility’ of local firns in reacting to
mar ket changes, but one consequence was an intensification of
conflicts during restructuring.”

On a overall perspective, it appears that the apparel
i ndustry of Hong Kong is “a buyer-driven commodity chain”
which span “from fibers, to wvyarn, to fabrics, to
accessories, to garments, to trading and narketing” *°,

again indicating a total backward linkage to the RMG

i ndustries in Hong Kong.

9.5: REPUBLIC OF KOREA ------ ANOTHER ASSOCI ATE OF

SECOND GENERATI ON

45 The world Econony, State, and Sectors in Industrial Change: Labor

relations in Hong Kong's Textile and Garnent-Mking |ndustries. In
Industrialization & Labor Relations, Contenporary Research in seven
Countries, Edited by Frenkel and Jeffery Harrod, ILR Press, New York p. 169

4 “|nformation Technol ogy Infrastructure for Textile and Apparel Industry in

Hong Kong” , by Benjamin P.-C. Yen and C.J. Su

http://ww. el ectroni cnarkets. org/ net acadeny/ publications.nsf/all pk/87Abstra
ct downl oaded on 2001-01- 05
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In the early 1970s, the textile industries of Republic of
Korea marked a boom mainly with the educated and skilled
| abor force as its conparative advantage that, at a l|ater
stage, noved towards capital-intensive end, which is
still soaring up. Therefore, Korea m ght be contenpl ated
as one of the associate of Hong Kong in East Asia. Korean
textile exports totaled to US$17 billion in 1999, an
average 3.3% increase over the year earlier and textile
goods including apparel scored a 6.8% rise in year-to-

year exports while fabrics marked up a 3.7% growt h*’.

I ncreased investnment in automation to reduce costs and
i nprove productivity 1is, presently, the tendency of
Korean manufacturing industries, the extent of which,
according to the information provided in the honepage, is
70% this year conpared to 45% in 1995 and is expected 80%
by 2005. Major facility investnents are al so heading “for
envi ronnent protection, energy conservation and the
introduction of information technology systenms in this
sector. Moreover, Local area network (LAN), nmanagenent -
oriented software and conputer integrated manufacturing

(CM investnent are expected to cone up nore brisk as

47 The Textile I ndustry — Korea-1999 Revi ew, Korea Federation of Textiles
Industries (KOFOTI), Seoul, Korea.

http://ww. kofoti.org/textile/kofoti textile review htm

downl oaded on 12 Cctober, 2000.

20



conpanies turn nore and nore to small quantity, nultiple

product out put .

During the MFA period, over the 1980s, Korea adopted the
strategy of pr oduct diversification *° |, over seas
subcontracting and “product upgrading to circunvent the
quantity restrictions of guot as”. I n addi tion

“significant anount of entrepreneurial flair, highly
educated and productive |abor were also sone stinmulant in
this regard. Again, “the nunber of foreign investnents,
mainly to exploit the cheap |abor and unused quotas in
those countries, made by the Korean textile and cl othing
industry rose significantly, between 1983 and 1988 for
exanpl e, the nunber of clothing projects increased from 2
to 21, and many of these investnents were located in

Bangl adesh” °°.

The inportance of textiles and clothing industry in
Korean econony in the 1970s and in the 1980s could be
grasped from Table 9.3. Al export figures, (except

percent shares in manufacturing) mark trenmendous increase

48 | bi dem

4® Those products which were

50 «“The Multi-Fibre Arrangement - A Thread of Protectionisni, Samantha Smith
Seni or Sophister, Trinity College Dublin, Ireland, downl oaded on 16

Cct ober, 2000 from http://wwm. economi cs. tcd.ie/ SER/ 1998/ Essay21. ht m
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t hroughout the
manuf acturing sector
could be attributed to

sector in Korea that

and clothing industries during the period.

Table 9: 3: Textile and Clothing Industry in Korea's Econom c

Devel opnent

period while

exhi bi t

the growh of

decline after

was exploding faster

t ot al

the val ue-added

than textile

1975.

shar e

i ndustri al

Thi s

1970 1975 1980 1985 19882
Share in total val ue-added of 14. 8 18.9 15.3 13.7 10. 3
Manuf acturi ng sector (%
Total exports (mllion 1990 US$) 1,004 | 5,428 17, 505 30, 283 60, 696
Exports of textiles and cl othing 389 1870 5014 7004 14111
(share %. (38.7) | (34.4) (28.6) (23.1) (23.2)
Of which
Yar n 64 271 692 694 1015
Fabric 129 469 1411 1889 2203
Textile Products - 129 608 924 2887
Cl ot hi ng 196 1001 2303 3497 6808
Total enpl oynent manu. sector 1268 2205 2955 3504 4667
(1000 workers)
Empl oyment Text. & Cl othing 260 558 732 726 762
(Share) (20.2) ]1(25.3) (24.8) (20.7) (16.3)
Source: Carl B. Hamlton 1990, table 7-1 p. 160

9. 6: THAI LAND

GENERATI ON
Exports of Thailand' s
out put
yielded it a status of
earning comodity group”
of manuf act uring

enpl oynent share of

sector” ®l. It is,

51 Thailand's growth in textile and cl othing exports,

In: Kym Anderson, Q. Ct.,p.57

t he

t herefore,

textil es

have expanded dramatically

val ue- added”

any sub-sector

22

and

“hi ghest

in the md-1980s that

contributing “about
and
in the manufacturing

suggested that

cl ot hi ng

“t he

------ THE ACCOWMPLI CE OF CHINA I N THI RD

I ndustry

foreign exchange

one-quarter

hi ghest

“Thai | and

by Suphat Suphachal asai




followwng the pattern of earlier industrial devel opnent
of first Japan and then Hong Kong, the Republic of Korea

and Tai wan” °2.

Traditionally, the textile and clothing industry of
Thai | and has been dictated by the |arge nunber of garnent
firms that presently “enploy nore than 900, 000 people and

account for nearly three quarters of Thailand' s clothing

and textile industry exports®.

Mor eover, about 250 snal
and old technology featured weaving firnms along wth a
few large nodern firnms, which enploy air-jet |oons

“account for 13.7 percent of exports” °*. Further nore,

there exist 141 spinning conpani es producing yarns that
contribute 8.3 percent of exports®. Again, at the nost

capital -intensive end of the industry, there are 16 firns

manufacturing artificial fibers that add up 2.3 percent

of Thailand’s clothing and textile industry exports®®.

Mul ti-Fi ber Arrangenment (MFA), in the early years of the
agreenment, supported Thailand by “curtailing sales of the

three biggest textile exporters, Hong Kong, the Republic

52| bi dem

53 Textiles Industry in Thailand Austraian APEC Study Centre , Mbnash University,
(downl oaded on 16 Cctober, 2000 from
http://ww. arts. nobnash. edu. au/ ausapec/ cact hai . ht n)

54 | bi dem
5 | bi dem
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of Korea and Chinese Taipei”. Mreover, through the
nineties, the industry has subsisted with “lower |evels
of tariff protection”, fibers and yarns 10 percent,
fabrics 20 percent and clothing 30 percent. As regards
t he technol ogi cal advancenent, a segnment of the “weaving
industry is noving to an era of shuttle |ess production

but nore than 80 percent of Thai textile conpanies still

use shuttles®”. Thus, weaving in Thailand is conpetitive
owng to the availability of wde range of alternative
technologies. Currently, the renovation of the entire
industry is underway with funds obtained form the Asian
Devel opnent Bank and the W rld Bank under the aegis of
the Thai Textile Institute®. Table 9.4 provides a picture
of the spinning and weaving section of the industry from
1975 through 1985, which denpbnstrate a continuous

expansi on of the said section.

Table 9.4: Textile Machines in Thail and
(i n thousands)

Year Spi ndl es Loormns Knitting
Machi nes
1975 1004 s3 17
1980 1, 320 67 30
1985 1, 963 80 41

Source: Thai Textile Manufacturing Association. |In: Suphachal asai (1994)

Labor costs in Thailand were one-eighth of the costs of

| abor in Western Europe in 1984 that made its production

56 | bi dem
57 | bi dem
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very conpetitive internationally®. “Rising |abor costs in
Thailand, and the shift towards nore capital intensive
production” are off-setting the privilege of |ow cost of
[ abor in Thailand in the recent years. It is, therefore,
suggested that “smart thinking” is essential “to achieve
efficient production throughout the supply chain, and
also to deliver quality produce that neets the
i ncreasingly exacting st andar ds of I nt ernati onal

custoners” as well as to succeed in a testing

i nternational regul atory environnent” .

Donestic producers in Thailand are wunable to produce
enough raw materials, notably cotton. They only produces
| ow grades of cotton, necessitating inports raw
materials ® . Correspondingly, some large and integrated
man- made fiber spinning, weaving and finishing firnms has
been built up as joint venture from Japan, Taiwan and
Hong Kong from the mid-1970s%. The progress of man-nade
fiber and yarn could be grasped from the Table 9.5 bel ow
which indicates a significant shift of Thai Textile and

clothing industries towards capital-intensive production

%% | bidem
59 “Thailand's growth in textile and clothing exports”, by Suphat
Suphachal asai. In: Kym Anderson, Oo. Ct., p.57

80 “Textiles Industry in Thailand” Australian APEC Study Centre , Op. O't.

51 Thailand’s Cothing and Textile Exports, by Suphat Suphachal asai,
Institute of Southeast Asian Studies, 1994, p.24

62 Thailand's growth in textile and clothing exports, by Suphat Suphachal asai .
In: Kym Anderson, . Ct., p.57
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Table 9.5: Textile and cl

ot hi ng production of Thailand (1994-1998)

1994 1995 1996 1997 1998
Fi ber (1000 tons) | 503.8 546. 5 548. 4 576.5 720. 4
Gowh rate (% 10.4 8.5 0.3 5.1 25.0
Cotton fiber 6.5 26.0 26.9 25.0 18. 2
Growth rate (% -68. 3 300.0 3.5 -7.1 -27.2
Man- made fi ber 497. 3 520.5 521.5 551.5 702. 2
Gowth rate (99 14.1 4.7 0.2 5.8 27.3
Staple fiber 271.8 280. 3 278.1 300. 7 387.9
Growth rate (% 5.6 3.1 -0.8 8. 1 29.0
Fil ament yarn 225.5 240. 2 243. 4 250. 8 314.3
Growth rate (99 26.3 6.5 1.3 3.0 25.3
Yarns (1000 tons) | 754.4 779. 3 769.9 769. 6 777. 1
Growth rate (% -0. 4 3.3 -1.2 -0. 4 1.0
Cotton yarn 280. 0 305. 9 317.0 297. 4 267. 2
Growth rate (99 -17.2 9.2 3.6 -6.2 -10.2
Man- made yarn 474. 4 473. 4 452.9 472. 2 509. 9
Growth rate (% 13.2 -0.2 -4.3 4.3 8.0
Fabrics (1000 | 591.2 687.5 632.1 617.7 578.8
tons)
Growth rate (9 Na 16. 3 -8.1 -2.3 -6.3
Woven fabrics 377.2 454. 0 418.6 411.3 383.9
Gowth rate (% Na 20. 4 -7.8 -1.7 -6.7
Cotton fabrics 133.5 186. 5 189.7 172.6 159. 2

Source: Thailand textile institute honepage http://ww.thaitextile.org/

Long term Gover nnent

under pi n its grow h t hat
privileges, credit subsidies,
inmport barriers, but

taxes and tariffs on

t he draw back system credit

assistance to the industry seens to

there have been offsetting sales

enconpassed

as well

i nternedi ate

as protectionist

i nputs”.

subsi di es for

export fromthe bank of Thail and,

on internediate

poli ci es, | ow

proliferation.

goods,

i nfl ati on

prudent

hel ped

nonet ary

t he

“pronotion

In addition,
producti on and
cunul ative sal es taxes®
fiscal

i ndustri es’
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C othing manufacturers prefer
suppliers to respond to the fashion changes by changing fabrics
the sales taxes that

not to be handicapped

This |everage seems to outweigh the costs of

averted through

possi bl e.

vertical

i ntegration.
confined to spinning and weaving nerely where econom es
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Anot her appreciable step of Thai textile and clothing
industries is the establishment of Thailand Textile
Institute “to wupgrade the entire textile industry to
enabl e Thailand to becone a quality textile manufacturing
country in line with the market rather than a | owcost
one, and to equip the Thai textile industry with the
readiness to enter a value adding age under the sane
free-trade system as in developed countries. Moreover,
maj or directives to be inplenented by the Institute for
1997-2001 are: “replacenent of existing machinery wth
nodern technology machinery for greater efficiency,
Quality managenent to expedite the accreditation of the
Thai textile industry by an 1SO standard as early as
possi bl e, human resource developnent to upgrade the
know edge, appreci ation, and conpetency of textile
industry staff nmenbers, technical professionals, and
managenent, establishnment of business and technical
relations with foreign textile industries, preparation
for value addition to the textile industrial system for
exanple, “Quick Response”, by preparing an information
system and rel evant work plans, e.g., design, nmanagenent,
brand nane devel opnent, relying on the know-how and past

experience of foreign countries”®.

%Thailand Textile Institute homepage http://wwn thaitextile.org/
downl oaded on 06 January, 2001
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Finally, it has been mnmentioned that Thai exports of

65 Y

clothing have grown for three min reasons
conpetitive environnment in both clothing and textiles;
i ncreasing domestic production capacity, especial ly
during the md 1980s at a tinme of falling donestic
demand; and the high profitability of exports conpared to
donestic sales”. Wiile these factors seem reasonable, the

other criteria of Thai textile industry nentioned above

shoul d al so be born in m nd.

9.7: TURKEY ------ AN EMERG NG POTENTI AL | N EUROPE.

The nodern textile industry in Turkey is the consequence
of industrialization efforts in the sixties and seventies.
Gradually, the sector denonstrated rapid growh and
during the seventies it switched on exporting. Presently,
it is one of “the nost inportant sectors in the Turkish
econony in ternms of GDP, enploynent and exports” and
Turkey's position in 1997 was 6'" anong the clothing
exporters of the world®. Mreover, “as a quality cotton-
produci ng country, Turkey has an integrated and

diversified production in all sub-sectors of the textile

65 “Thailand's growth in textile and clothing exports”, by Suphat
Suphachal asai. In: Kym Anderson, Op. Gt., p.57

66 Turkish textile industry
http://ww. anil.comtr/eng/turkis.htm downl oaded on 13 Cctober, 2000
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i ndustry, produces and exports all types of yarn, fabric,
cl ot hi ng, household textiles and ot her

Ready- made products®’”.

Avai l ability of abundant raw cotton has facilitated the
expansi on of Turkish spinning and weaving industries. The
estimated anmount of cotton yarn produced was around
790,000 tons and cotton fabric production was 1455
mllion nmeters in 1998, the export value of which was 781
mllion dollars. In addition, being a |eading producer
of wool, Turkey has a strong woolen textile and clothing
industry and it is the third |argest nohair® producer in
the world. The 1998 export value of wool, fine hair, yarn

and fabric was 97 mllion doll ars.

Turki sh home textile® industry has also marked a rise in
terms of production and exports. Alnost all kinds of hone
textiles are produced in Turkey by sone large scale firns
as well as small and nedium sized firns that are
di spersed all over the country. “As a division of the
textile industry, the home textiles sector with an export

value of 807 mllion dollars and a 2.7 % share in

®7 |bidem
% the fine softhairof the ANGORA goat, used to nake cloth or wool (Oxford
Di ctionary).

Bed |inens, bed spreads, table linens, towels, bathrobes, voiles ,
curtains, lace, interior blinds, curtain or bed val ances, bl ankets, cushions,
pillows, quilts, eiderdowns etc. Al these are produced in Turkey.
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Turkey’ s total exports in 1998 has been an inportant sub-

sector for the Turkish econony”’°.

The Turkish clothing industry has also attained a stable
growmh. The availability of high quality cotton, as
mentioned earlier, extensive use of CAD (Conmputer A ded
Design) and CAM (Conputer Aided Manufacturing) and the
increase in the nunber of qualified personnel has
assisted the products of the Turkish clothing sector to
earn a good reputation in foreign markets and the
production volume of clothing was estimted at 260 000
tons in 1988 7'. Again, a flexible production structure
enabl es the sector to adjust itself to changes in fashion

fromtime to tine.

The textile and clothing industry of Turkey is responsive
to the increasing trend in international markets towards
“healthier and nore environnentally-friendly products”
and, thus, endeavors to fit itself to these devel opnents
“Wthin legal and technical regulations”. Further to the
scope of market, the European Union provides the “biggest
mar ket for Turkish clothing exports and the total value
of Turkey’'s clothing exports to the EU was 4.5 billion

dollars” in 1998. Textile exports in Turkey is a highly

Turkish textile industry, Op. Gt.
| bi dem
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dynam ¢ sector where “nore than 93 percent of the firns

are privately owned” "2

The rise of textile and clothing industry in Turkey is
attributed to “a series of structural reforns ainmed at
liberalizing the econony and devel opi ng exports instead
of the previous inport-substitution strategy”; investnent
by the private sector in spinning, weaving and clothing
industries; |iberalization of international trade; the
rapi d deval uation of the national currency (lira) against
the US dollar since 1990; inclusion in custons union with
the menber states of the European Comrunity (EQ in

January 1996 and so on.

Conversely, the high cost of fibers, a high inflation
rate, relatively higher |abor and capital costs are the
present difficulties faced by the textile sector of the
country. Another, key problem is the rising demand for
cotton owng to the fast expansion of the industry. This
could be net by the growh in donestic production or by
hi gher inports. Turkish Governnment has taken steps to

expand cotton production base in the country, for

2 Hormrepage of FAO UN, Econonic and Social Department (ES), “The cotton
industry in Turkey”, Sebahattin Gazanfer, Secretary Ceneral, Aegean
Exporters' Unions General Secretariat |,

Tur keyht t p: / / wwv. f ao. or g/ WAI CENT/ FAO NFQ' ECONOM C/ ESC/ ESCR/ Cot t on/ Chi na-
e/ cap52TUR ht m
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i nstance, the South-eastern Anatolian Project’ and it is
expected that this project would bridge the existing gap

bet ween demand and production of cotton of the country.

9.8: INDIA ------ THE Pl ONEER | N SOUTH ASI A

The textile industry of India is a robust sector wth
regard to its socio-economc inportance, which accounts
for around 5% of GDP and over one-third of total exports
of the country’®. Mreover, the sector is the |argest

forei gn exchange earner for |ndia.

The Indian Textile |Industry has a noderately conplex
structure wth “hand spi nni ng and hand  weavi ng
operations” at one end of the spectrum while “a highly
sophi sti cat ed, capital -i ntensive and hi gh speed
manuf acturing activity”, on the other. In addition, a
wel | est abl i shed infrastructure for producti on,
technically qual ified manpower and skilled | abor
avai | abl e at consi derabl y | ower costs, mat eri al

conpetence and marketing expertise are other stinulants

7 a rural and urban devel opnent project aimed at inproving overall living

standards in the south-eastern part of Turkey. The GAP consists of a series

of dans, power stations, tunnels and canals to generate electricity and to
irrigate the plains surrounding the Tigris and Euphrates rivers. The

irrigated area will cover 1.7 mllion hectares accounting for 19 percent of
Turkey's economcally irrigable area

 Indian Textile Industry http://ww.fabricsourceindia.confoverview htm
downl oaded on 2001. 01. 05
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to satisfy the demand of the one billion strong hone

mar ket as well as a huge and grow ng vol ume of exports’.

About 70 percent of the raw material consunmed by the

6 Mreover, India

Indian textile industry is cotton
produces “a fabul ous range of man-nmade fibers, polyester

cotton, and pol yester-viscose bl ended fabrics”.

Textile industry of India consists of three major sectors,
nanely, the mll-made, also called the organized sector

t he handl oom and power | oom sectors both being classified
as decentralized sectors and the hosiery and garnent
sector. As stated in the honepage, “the total production
of fabrics in all the three sectors conbined was in the
order of 36,200 mllion sq.ntrs” of which 57 percent by
t he power | oom sector, 20 percent by the handl oom sector,

18 percent by the hosiery sector and the rest by the

T It is, therefore, evident that

organi zed m |l sector
decentral i zed sector (handl oom and power-loom of India
has a robust share (77% in the entire textile industry

out put .

As far as the production of vyarn is concerned, the

industry has an installed capacity of over 33.93 mllion

S | bidem
® | bidem

33



Ring Spindles and around 317 thousand OE Rotors’®. This
large installation coupled with wide variety of Ilocally
available raw material has enabled the industry to
produce yarn to match any specification and count
range. India is the largest producer of jute, the second
| argest producer of silk and the third |argest producer
of cotton, cotton yarn, and cellulosic fiber/yarn in the
world . It is also the fifth largest producer of
synthetic yarn/yarn. Table 9.6 provides a picture of
yarn production of India in the recent years in which it
is apparent that cotton yarn, as nentioned earlier,

occupies the lion’s share every year.

Tabl e 9.6: Production of Spun Yarn, India
( mllion Kg)

Year Cotton Yarn Bl ended yarn 100%non- cotton yarn Tot al
1995- 96 1894 395 196 2485
1996- 97 2148 484 162 2794
1997-98 2213 583 177 2973
1998-99 2022 595 191 2808

Source: Indian Textile Industry hone page.

Fabric Manufacturing in India was promnent for its high

quality standards through centuries of experience. 1In

" Ibidem
8 Open-end rotors

™ WO and textile industry , by T. S. Vishwanath,
In: Financial Daily, from THE H NDU group of publications, Friday, April 07,

2000 http://ww. hi ndubusi nessl i ne. com 2000/ 04/ 07/ st ori es/ 040769j u. ht m
Downl oaded on 13 Cctober, 2000.
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1998-99, production of cloth in the mll-made sector was
1785 mllion sq.mrs and the enploynent generation in
cotton/ mannade fiber textile industry, currently, is over
one mllion®. Table 9.7 provides a conprehensive data of
the entire fabric production of India from 199596 to
1998-99, which indicates that mll-sector’s contribution
is very less and the power-|loom sector’s production is
the highest. It also reveals that non-cotton fabric

production in all sectors is quite significant conpared

to the production of all sector cotton fabrics i. e.

12007 mllion square neters.

Tabl e 9.7: Production of fabrics by sectors, India ( mllion Sq.

nmeters )

Type of Fabric 1995- 96 1996- 97 1997- 98 1998- 99

M Il Sector 2019 1957 1948 1785

Cotton 100% 1159 1222 1238 1111

non-cotton 258 247 244 230

Handl oom Sect or 7202 7456 7604 6790
Cotton 6239 6441 6699 5862
Bl ended 100% 18 52 69 111
non-cotton 945 963 836 817
Decentrali zed

Power | oom Sect or 17201 19352 20951 20552

Cotton 7014 7238 6652 5855

Bl ended 100% 3137 3948 4481 4356
non-cotton 7050 8166 9818 10341

Table 9.7 (contd.)

Decentrali zed

80 | pidem
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Hosi ery Sect or 5038 5533 6394 6533

Cot t on 4488 4940 5403 5124

Bl ended 100% 268 400 735 790
non-cotton 282 193 256 619
Al Sectors 31460 34298 36896 35660
cotton 18900 19841 19992 17952
Bl ended 100% 4025 4888 5751 5701
non-cotton 8535 9569 11153 12007
Khadi Wool & Silk 498 540 540 540
G and Tot al 31958 34839 37436 36200

Source: Indian Textile Industry home page.

Again, India produces and exports textiles of diverse
kinds from a wide variety of fibers----natural fibers,
regenerated cellulosic fibres and synthetic fibres etc.
In 1998-99, Indian exports of all textiles were of the
order of US$ 10516.55 million® which drawn fromthe Table
9.8 below. Besides power-loom fabrics and nade-ups,
Indian silk textile export earnings is quite significant

whi ch was 238.11 million US$ in 1998-99.

Table 9.8: Export of Textiles, India (Figures: MIlion US$)

1996- 97 1997-98 1998- 99
Cotton Textiles
Cotton yarn incl.sew ng thread 1529. 50 1566. 26 1416. 49
Cotton Fabrics & Made-ups
M1l made 601. 97 643. 35 757. 40
Power | oom 1141. 18 1206. 91 1164. 74
Knitted 101. 32 86. 05 87. 06
Handl oom 460. 42 495. 28 476. 63
Tot al 3834. 38 3997. 85 3902. 32
Table 9.8 (cont’d)
Silk Textiles 249. 49 241. 50 238.11

81 | bi dem
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Wool & Wbol en Tex.
(Excl. arcylic knitwear

& RMG al |l knitwear) 156. 67 179. 28 161. 37

Man- made Fi ber tex.

Cot t on(excl . kni twear & RMQ) 911. 47 1013. 17 946. 35
Appar el

(all RMG & Knitwear) 911. 47 4910. 70 5268. 40

Grand Tot al 9914. 11 10342. 50 10516. 55

Source: Indian Textile Industry hone page

An article witten by Déja vu in Financial Daily of India
provides that “over 60 per cent of the mlls are sick
and nore than 300 have downed shutters” in the country
which is attributed to the msleading Governnent policy
that “encouraged the proliferation of power |loons in the

1970s and the 1980s” entailing “the ruin of the mlls

sector” bur dened, at present, with “technol ogi cal
obsol escence, overcapacity and pervading sickness” 82

Recently, the Indian governnent has, therefore, declared
“the establishnent of technology updating mnissions for
the two principal fibers, cotton and jute”, for “both

qualitative and guantitative i nprovenents in t he

cultivation of the two fibers and planned technol ogical

82 http://ww hi ndubusi nessl i ne. com 2000/ 08/ 19/ st ori es/ 041921ed. ht m
Downl oaded on 16 Cctober, 2000. Financial Daily, from THE H NDU group of
publications on indiaserver.com Saturday, August 19, 2000
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i nprovenents in the subsequent phases of processing and
production, and, at the final stage, earmarking for the

export market” 83

In addition to the technol ogi cal updating m ssion, there
are several appreciable Governnent steps, currently at
pl ace, which boost the textile and clothing industry. The
Export Pronotion Capital Goods Schene permts inport of
textile machinery, both new and second hand, at
concessional rate of duty subject to tine bound discharge
of the prescribed export obligations. Mreover, Advance
Licensing Schene permits duty-free inport of raw
mat eri als, internediates, conponents, consunables, parts,
accessori es; mandatory spares and packing nmaterial
required for the manufacture of textile and clothing
export products. In order to ensure the quality of
textiles, “a country-w de canpaign to encourage textile
sector units to acquire |1SO- 9000 standard certification”
has been franmed by the Textile conmttee, established by
the Textiles Commttee Act, 1963. Again, the |aboratories
of the Textiles Commttee render services to the trade
and industry, under the Commercial Testing of Sanples

Schene.

8 Fortieth Report on Demands for Grants (1999-2000) of M nistry of
Textiles Rajya Sabha secretariat, New Delhi, April, 1999. (Downloaded on 16

Cctober, 2000 http://alfa.nic.in/rs/book2/reports/commerce/text rep.htnm)
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In India, a 100% CGovernnent funded institution, Nationa
Institute of Fashion Technology (NI FT), registered as an
aut ononobus Society in 1986, acts as an “apex institution
to cater to the growing needs of India s evolving fashion
i ndustry”. High-level interactions and collaborations
take place with the leading fashion institutions of the
worl d that has “enhanced the stature and scope for the
fashion industry in India to neet the challenges of the

i ndustrial conpetitiveness on a global plane”?.

Finally, it could be added that the textiles and cl othing
industry is the “only industry, which is self-reliant and
conplete in value chain fromraw material (cotton) to the
hi ghest val ue-added products (garnments and nade-ups).
This signifies that Indian textiles and clothing industry
is conplete wth respect to the backward |[|inkage
industries. Only thing India requires to do is to
stream ine and upgrade its industries, which is currently
going on as “the growh of this industry has a
significant bearing on the overall developnent of the
n 85

econony

9.9: CONCLUDI NG REMARKS

84 | bi dem

8 “WIO and textile industry” , by T. S. Vishwanath,

In: Financial Daily, from THE H NDU group of publications, Friday, April 07,
2000( http://ww. hi ndubusi nessl i ne. coni 2000/ 04/ 07/ st ori es/ 040769 u. ht m

Downl oaded on 13 Cctober, 2000)
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In this chapter, experiences of seven countries, nanely,
Japan, China, Hong Kong, Republic of Korea, Thail and,
Turkey and India in textiles and clothing have been
enunerated as far as possible. Al of these countries
have either matured their expertise or in the way to
attain conplete maturity. Bangl adesh  has  numer ous
simlarities such as |abor cost at the beginning, |abor
conposition, industry features, population size, trade

policy, socio-econom c background etc. while a lot of

dissimlarities exists too, for instance, politica
at nosphere, i nfrastructure, raw nmateri al endowrent ,
t echnol ogi cal maturity and so on. Regardl ess  of

simlarity or dissimlarity, Bangladesh could gather
| essons from these countries’ success in the way of its
devel opnent efforts in textile and clothing domain. Now,
with the experience of these countries in textiles and
cotton industries, we can nove to the Bangl adesh context
to see what’s going on there, what are its problens and
difficulties. Chapter Ten next would be focusing on these

matters.

SUMVARY OF CHAPTER NI NE
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This chapter attenpts to furnish 1leading countries’

experience in textiles and cl ot hing.

It is notable that availability of the girl workers and
cheap | abor played a great role in the devel opnent of

Japanese cotton industries.

Donesti c adjustnment processes such as sheddi ng of excess
| abor and capital equipnment, the dem se of small plants
and adopti on of noder n, | abor - savi ng equi pnent ,
investnment in research and devel opnent, switch in
production enphasis from |abor-intensive to capital-
i ntensive products, shifting its product mx to nore
technologically sophisticated itens and by upgrading
products and changes in protection from inports are the
features, anong others, that lend the maturity to

Japanese textile and clothing industry.

In the recent tines, Japanese textile industries seens to
be dwindling in terns of nunber of establishnents, nunber
of enploynent, exports. This declining trend mght be
inputed to the rising force in East Asia in these
i ndustries, nanely, Hong Kong, Taiwan, Korea and, nore
recently, China and Japan’s parallel nove to even high-
tech industries coupled with rising labor costs in its

capital -i ntensive edge.
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China ranks as the largest producer of cotton clothing

and the second | argest producer of synthetic fibers in
the world. Sonme 80% of the fibers consunmed in China in
its textiles and <clothing is cotton. The industry
enpl oyed 12.43 mllion enployees in 1995. The total value

of output was 703.5 billion Yuan RMB in the sane year.

China's textile industry is nostly in the type of SMEs
and has rear position in technol ogi cal advancenent which
enjoys a conpetitive edge in the global mnmarket ow ng
mainly to its conparative advantages in |ow | abor costs,
available raw materials, and |ow manufacturing cost.
Moreover, its donestic textile market is quite |arge due
to 1.2 billion population. Conpetitiveness of China is
buttressed by great export volunme and high customtariff.
Most of the exported garnents are of |ow and m ddl e grade.
The governnent controls the purchase of cotton” and hence

a stable production cost persists in the textile industry.

Annual production of synthetic fibers of China trebled
between 1977 and 1983 even though the inports of
synthetic fiber expanded in parallel. Qutward | ooking
policies during the 1980s had |l ed clothing industries of
both China and Thailand to expand very fast and are

becomi ng nore dependent on inports of fibers. Demand for
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natural fibers is increasing notw thstanding the huge
natural fiber production. China has already achieved the
nost difficult tasks required to enmulate its East Asian

nei ghbors.

Hong Kong's forenpst export earner is its textile

i ndustry, which accounts for 7% of total donestic exports,
and enploys 9% of total manufacturing workforce. Hong
Kong has set up sone offshore production bases, mainly in
Asia, Central and South Anerica with a view to exploit
cheap labor and get hold of quotas available in these

countries.

Most of the textiles factories are small-scale, with 60%
of Hong Kong's textile firms enploying less than 20
persons. Mdern nmachi nes and techni ques such as open-end
spinning are used in Hong Kong. Shuttle less loons are
enpl oyed that exhibit high productivity. Conputerized
design systens, progranm ng equi pnent and knitting
machi nes are extensively used to enhance productivity.

Enhanced productivity of the industry is inputed to
i ncreased application of noder n, conput er - ai ded

manuf act uri ng equi pment and producti on nmachi nery.

Hong Kong’s strategic |location has nmade it as a regional

hub for sourcing garnents. Fashion designers of Hong Kong
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have earned reputation in “quality worknmanship,
sensitivity to current trends, and ability to blend
comercialism w th innovativeness. Quick production |ead
time and reliable product quality are inportant features
of the Hong Kong industry. Dyeing, printing and finishing
factories are able to neet 70% of the |local clothing

industry's requirenents for textile fabrics. Again, sone

i nfrastructural and environnent al constraints, for
i nstance, “lack of anple factory space for new and | arge
mils, I nadequat e wat er t r eat ment and di schar ge

facilities are existent in Hong Kong's textile and

clothing industries.

In the early 1970s, the textile industries of Republic of

Korea marked a boom mainly with the educated and skilled
| abor force as its conparative advantage that, at a later
stage, noved towards capital-intensive end, which is
still soaring up. Therefore, Korea m ght be contenplated
as one of the associate of Hong Kong in East Asia. Mjor
facility investnments in Korea, at present, are heading
“for environment protection, energy conservation and the
introduction of information technology systems in this
sector. Mreover, Local area network (LAN), nanagenent -
oriented software and conputer integrated manufacturing

(CIM investnent are expected to conme up nore brisk



Exports of Thailand’s textiles and clothing industry

out put have expanded dramatically in the md-1980s that
yielded it a status of the “highest foreign exchange
earning commodity group” contributing “about one-quarter
of manuf acturing val ue- added” and “the  highest
enpl oynent share of any sub-sector in the manufacturing
sector. Thailand is following the pattern of earlier
i ndustrial devel opnent of first Japan and then Hong Kong,

t he Republic of Korea and Tai wan.

Long term Governnent assistance to the industry seens to
underpin its growh that enconpassed pronotion privileges,
credit subsi di es, as well as protectionist i nport
barriers, but there have been offsetting sales taxes and
tariffs on internediate inputs. In addition, the draw-
back system prudent nonetary and fiscal policies, |ow
inflation helped the industries’ proliferation. The
establishment of Thailand Textile Institute to upgrade
the entire textile industry to enable Thailand to becone
a quality textile manufacturing country in line with the

mar ket rather than a | owcost one.

The nodern textile industry in Turkey is the consequence

of industrialization efforts in the sixties and seventi es.

Gadually, the sector denonstrated rapid growh and

during the seventies it switched on exporting. Presently,
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it is one of “the nbst inportant sectors in the Turkish
econony in terns of GDP, enploynent and exports and
Turkey's position in 1997 was 6'" ampng the clothing
exporters of the world. Mreover, “as a quality cotton-
produci ng country, Turkey has an integrated and
di versified production in all sub-sectors of the textile
i ndustry, produces and exports all types of yarn, fabric,

cl ot hi ng, household textiles and ot her

Avail ability of abundant raw cotton has facilitated the
expansi on of Turkish spinning and weavi ng industries. The
estimted amunt of cotton yarn produced was around
790,000 tons and <cotton fabric production was 1455
mllion meters in 1998. Turkey has a strong woolen
textile and clothing industry and it is the third | argest
nmohai r producer in the world. Turkish home textile export
value was 807 mllion dollars in 1998. It is an inportant

sub-sector for the Turkish econony.

The availability of high quality cotton, as nentioned
earlier, extensive use of CAD (Conputer Aided Design) and
CAM (Computer Aided Mnufacturing) and the increase in
the nunber of qualified personnel has assisted the
products of the Turkish clothing sector to earn a good
reputation in foreign markets and the production vol une

of clothing was estinmated at 260 000 tons in 1988. The
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European Union provides the “biggest market for Turkish
clothing exports and the total value of Turkey’'s clothing
exports to the EU was 4.5 billion dollars in 1998.
Textile exports in Turkey is a highly dynamc sector
where “nore than 93 percent of the firms are privately

owned.

The rise of textile and clothing industry in Turkey is
attributed to “a series of structural reforns ained at
liberalizing the econony and devel opi ng exports instead
of the previous inport-substitution strategy”; investnent
by the private sector in spinning, weaving and clothing
industries; |iberalization of international trade; the
rapi d deval uation of the national currency (lira) against
the US dollar since 1990; inclusion in custons union wth
the nenber states of the European Conmunity (EC) in

January 1996 and so on.

The textile industry of India is a robust sector wth

regard to its socio-economc inportance, which accounts
for around 5% of GDP and over one-third of total exports
of the country. The Indian Textile Industry has a
noderately conplex structure with “hand spinning and hand
weavi ng operations” at one end of the spectrum while “a
hi ghly sophisticated, capital-intensive and high speed

manuf acturing activity”, on the other. In addition, a
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wel | est abl i shed i nfrastructure for producti on,
technically qual ified manpower and skilled | abor
avai |l abl e at consi derably | ower costs, mat eri al

conpetence and marketing expertise are other stinulants
to satisfy the demand of the one billion strong hone
mar ket as well as a huge and growi ng volunme of exports.

Textile industry in India is the only industry, which is
self-reliant and conplete in value chain from raw
material (cotton) to the highest value-added products

(garnments and made- ups).

CHAPTER TEN

TEXTI LES AND CLOTH NG BANG-ADESH PERSPECTI VE

10. 1: FOREWORD
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Bangl adesh “textile industry accounts for 45% of all
i ndustrial enploynent in the country and contributes 5%

"8 |t also has to address

of the total national incone
serious problens, principally because “the country does
not produce enough of the raw naterials necessary,
unfavorabl e trade policies, and inadequate incentives for
expansion” 8 . The textile and clothing industries of
Bangl adesh, t heref ore, is plagued wth a lot of
difficulties. An attenpt will be nmade in this chapter to

deliver an overall portrait of this sector focusing on

the constraints, in particular.

10. 2: KOREAN | NVOLVEMENT | N BANGLADESH CLOTHI NG | NDUSTRY
AT THE BEG NNI NG

Koreans were sone of the first foreign investors to cone

to Bangl adesh. Oning to the |abor shortage in the Korean

gar nent factories, Kor ean entrepreneurs sel ected

Bangl adesh as one of its overseas production base

» 88  Grnents

“because of its relatively |ow |abor costs
i ndustry of Bangladesh was born in 1978 and it owes nuch
to Korean involvenent. “Koreans were active in teaching

Bangl adesh workers both the technical and the business

8 Azi zur Chowdhury, Cp. Ot.

87 | bi dem

88 “Korean Invol vement in Bangl adesh's Garnent |ndustry”

Anerican International School, Dhaka website

htt p: //ww. ai s- dhaka. net/ SENI ORS/ Nackhoonkor eangar nent downl oaded on 14
Cct ober, 2000
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sides of the garnment industry over the years”. As stated
in the honepage, “a report witten by the Wrld Bank in
1989 stated that the Bangladesh garnent industry was
virtually begun by the Daewoo Corporation of South Korea”.
Many of the Koreans doing business in Dhaka still feel
that garnments industry in Bangladesh will help elimnate

its poverty as they did once in their own country.

10. 3 : ORGANI ZATI ONAL SET UP OF BANGLADESH TEXTI LES AND

CLOTHI NG SECTOR

The textile industry of Bangladesh is conprised of three
main categories nanely, the public sector, handl oom
sector, and the organized private sector®. Presently, the
organi zed private sector takes over other sectors and is
also growing at the fastest rate. Apart fromthese three
sectors, silk sector activities are also running parall el

despite its slower tenpo due to sone troubles it is
suffering currently that would be discussed later in a

subsequent section.

10.3.1 : Public Sector
Public sector i ndustri al units are benefited from
certain privileges for instance, governnent funding.

Regrettably, “factories in the public sector are not well

8 Azizur Chowdhury Qp. Qt.
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supervi sed”. Frequent changes of officers, |lack persona
interests of these officials in the factory resulting in
negligence in their responsibility, lack of mintenance
of the equipnents, msappropriation of allocated noney
through corruption and poor accounting etc. are the
setbacks of the public sector textiles and clothing

pl ants in Bangl adesh®,

10.3.2 : Handl oom Sector

I n Bangl adesh, this sector consists of a rural group of
textile producers and a nunber of organizations for
exanpl e, BRAC (the Bangl adesh Rur al Advancenent
Comm ttee) enploying rural wonen for this purpose. The
Handl oom industry, in total, generates enploynent for
much popul ation in the country. It also nakes available a
| arge portion of the fabric required by the |ocal narket.
However, “the inferiority of their machinery, nostly due
to their narrow width, nmeans that the fabric production
is slow, and usually falls short of the quality needed
for export” °'. More information is provided in section

10. 8

% | bi dem
%1 | bi dem
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10.3.3 : Private Sector

Private sector, as nentioned above, is the nost
productive anong these three categories. Factories are
owned by conpanies or entrepreneurs and they take an
active part in planning, decision-mking, and nanagenent
as benefits are directly accruing to them The
machi neries in the factories, therefore, are superior to

those in two ot her sectors®.

10.4 : RAW MATERI AL AVAI LABI LI TY I N BANGLADESH

“

Although in textiles and clothing, the term raw
material” can signify different materials or products in
relation to its different stages of manufacture, here it
is nmeant for the beginning stage. For instance, cotton
yarn may be mnmanufactured from cotton fiber by spinning
but it is the raw material for weaving or knitting sub-
sector which is the second stage in the textiles and
clothing chain and the sane is true for subsequent stages.
The status of Bangl adesh cotton production has been laid
down in section 4.5 in Chapter Four. Needless to nention
that Bangladesh textiles and <clothing sector faces
probl em because the country does not produce enough of

the raw materials as conpared to its demand entailing its

hi gh dependence on inports. The country, therefore, can
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not earn as nmuch foreign exchange from its textile

i ndustry as it shoul d.

Generally, the principal materials for spinning sub-
sector are raw cotton and synthetic fibers, for exanple,
viscose and polyester staple fibers. “None of these
materi als, however, are produced in Bangl adesh on a |arge
enough scale to supply a significant part of the demand”®.
Al t hough the <cotton produced in Bangladesh is of an
acceptabl e standard, “the increased cultivation of cotton
in this country is not feasible because the crop requires
|arge amounts of land for a substantial vyield . As
Bangl adesh popul ation size is very large, owing to food

demand “farnmers choose to grow rice over cotton”.

Presently, locally grown cotton can afford only 4-5% of

the total requirenment of this sector. On the other hand,

“the production of the synthetic/man-nmade fibers used in
the textile industry requires fairly advanced technol ogy
and investnment”, which is not feasible the present status
of the sector.

10.5 : SPI NNI NG

The estinmated production capacity of the spinning sub-

sector is in the region of 183 mllion kg per year.

%2 | bi dem
9 Azi zur Chowdhury, Cp. Ot.

53



However, only 125.16 mllion kg, or 67.3% was produced in
1997-98% . This under production is inmputed to the fact
t hat about 38% of the spinning mlls in the country are
nore than twenty-five years old . Hgh inport duty on
textile machinery and their spare parts is the principa

hurdl e that stands in the way of inporting new machinery
allowwng them to be outdated. Moreover, there is a
“shortage of technicians in this field resulting in both
very expensive and sub-standard repairs”. Frequent power
failures, a shortage of raw materials, a high inport duty
on raw materials and a high percentage of wastage
constitutes the ground for the |ow output of the spinning

sub-sector.

The | abor productivity is about 0.65 kg per man-hour in
the spinning sub-sector, which is again |ower than that
of other conpeting countries. As stated in the above
nmenti oned honepage, a recent Wrld Bank survey pointed
out that the nunmber of spindles installed in “Bangl adesh

spinning mlls could produce twice as nuch yarn while
using only 10% of the |abor force. @bsolete nmachinery,

again constitutes the rational e behind so.

10.6 : WEAVI NG

% | bidem
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The shortage in supply from the spinning sub-sector is
also negatively linked to the anount of gray produced.
However, the vyarn gap is filled by inports of 3.15
billion meters of gray per year® for which the subsequent
sectors have to suffer nore in “transportation, inport
taxes, etc., resulting in a nore expensive end product”.
Further, the weaving sub-sector | acks organi zati on and
coordi nation because small-scale manufacturers remain
scattered all over the country, which breeds “replication

and a |l ack of specialization”.

10. 7: KNI TTI NG HOSI ERY

Various types of products such as undergarnents, socks,
stocki ngs, and other soft apparel are manufactured by the
hosiery industry of Bangladesh. Oiginally designed for
the | ocal narket, these factories have shown significant
i nprovenents in quality in recent tinmes which “propelled
them to enter the export market and knitting has becone
another rapidly growng textile sub-sector” in the
country. This sector also needs nodern facilities for
manufacturing quality fabrics. Mreover, it suffers from
shortage of raw materials and working capital °®. In spite
of these difficulties, knitting sub-sector has been

extrenely successful recently and the claimfor knit gray

% | bidem
% | bidem
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can be net locally, the quality of which is conpetitive

recently installed machinery.

Table 10.1 denonstrates sonme disappointing features in
the cotton textile industries of Bangladesh. Wile the
installed capacity is being augnented wth tine
signifying the industry’s expansi on, nunber of
operational spindles and loons is gradually decreasing,
particularly a drastic fall in the year 1995-96. The sane
is true for production of <cloth. This slunp indicates
closure of some of the mlls in the sector. The
apprehension is corroborated by the statement of the
State Mnister for Textiles in National Parlianent of
Bangl adesh, which says that 179 textile mlls are laid
off at present . These units incurred huge loss to the
al ready poor econony of Bangl adesh. Sone of the reasons
have already nentioned at the beginning of the chapter

and will be focused nore in the subsequent sections.

Table 10.1 : Structure of Cotton Textile Industries of Bangladesh

Year No. of Installed capacity Working at the end of Consu | Yarn Prod. of Prod. of
reporting period mption | produced | surplus cloths
mills of (000" Ibs) | yarn (* 000
No of No. of looms | No of No. of ?oég%q (000" lbs) | yards)
spindles (* 000") spindles looms Ibs
(*000') (* 000’ (000") )
1983-84 | 58 1088 6 892 5 110554 | 98858 86057 66229
1985-86 | 58 1173 6 857 5 105690 | 94716 79615 64639

o7 32 spinnuing, 6 weaving, 5 conposite textile, 57 dyeing and finishing, 63
speci alized fabrics and power |oons, 7 small size power loonms, 1 knitting
and knit dyeing, 5 silk yarn and fabrics and terry towel. Source: The Daily
Ittefag, a national daily of Bangl adesh, honepage. 29 January, 2001 issue.
(Available at wwv.ittefaq.conl current/others/news4. pdf downloaded on the
sane date).
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1990-

91| 63

1260

6 1055

i

135654

123227

107393

65427

1995-

% | 63

1248

6 285

2

120828

109844

106583

11204

Source: 1996 statistical Yearbook of Bangladesh, Bangladesh Bureau of Statistics (BBS), Ministry of Planning,
Bangladesh. Table 5.16, p.226
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Table 10.2 : Ownership, and loom operational status by size of handloom unit,
1990

year

round

by

oriented garnment

export

over

narr ower

in 1990.

handl oons

wi dt h

handl oons “cannot produce fast

ori ented

But

one million

a

approximately 0.2 mllion |oons

i npeding the growth of

(valuein Taka " 000")

Ownership
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units

No. of
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Total looms
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2633430
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01 loom

1143044
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1267096

832871

560206

254598

02 looms

50869

101738
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900770

539888

417852

220411
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03 looms 16012 48036 32644 15392 398388 214613 198741 102345
04 looms 10033 40132 28582 11550 374627 192562 213098 80606
05 looms 5003 25015 18070 6945 224541 127144 105703 50384
06-10 looms | 10035 75110 55904 19206 731201 332515 407160 142590
11-19looms | 3164 43543 31422 12121 445295 202383 260377 75239
20-29 looms [ 1108 25293 15485 9808 296687 119131 188554 36636
30 looms 580 25458 15106 10352 249235 72323 145494 33924
Partner ship

Total 2217 15429 11668 3761 222629 94055 127908 27982
01 loom 500 500 353 147 19866 8658 7042 1338
02 looms 353 706 537 169 6346 2865 2817 1766
03 looms 208 624 480 144 6694 2293 6200 1443
04 looms 196 748 607 177 17933 4239 5168 1584
05 looms 124 620 471 149 6097 2606 2537 1394
06-10 looms | 399 3145 2421 724 34909 14111 20798 5939
11-19 looms [ 266 3739 2845 894 49413 28956 31362 6542
20-29 looms [ 107 2464 1725 739 45335 19023 26170 3850
30 looms 64 2847 2229 618 36036 11304 25814 4126
Cooperative

Total 356 1658 932 726 38114 13244 15178 2692
01 loom 105 105 69 36 1452 587 410 234

02 looms 76 152 84 68 2007 1021 537 272

03 looms 29 87 44 43 946 535 199 150

04 looms 41 164 110 54 3798 1181 1025 327

05 looms 24 120 49 71 1599 495 222 154
06-10 looms | 42 319 182 137 3790 1734 1428 429
11-191looms | 23 311 186 125 11805 4609 3999 588
20-29 looms | 12 269 92 177 5070 2367 5943 239

30 looms 4 131 116 15 7647 715 1415 299
TOTAL 212421 514456 327347 187099 5148583 2740729 264027 1027407
01 loom 113649 113649 55317 58332 1288414 842116 567658 256170
02 looms 51298 102596 63270 39326 909123 543774 421206 222449
03 looms 16249 48747 33158 15579 406028 217441 205140 103938
04 looms 10270 41080 29299 11781 396358 197982 219291 82517
05 looms 5151 25755 18590 7165 232237 130245 108462 51932
06-10 looms | 10476 78574 58507 20067 769900 348360 429386 148958
11-19 looms | 3543 47593 34453 13140 506513 235948 295738 82369
20-29 looms | 1227 28026 17302 10724 437092 140521 220667 40725
30 looms 648 28436 17451 10985 292918 84342 172723 38349

Sour ce: 1996 statistical Y earbook of Bangladesh, Bangladesh Bureau of Ststistics (BBS), Ministry of Planning,

Bangladesh. Table 5.10, p.220

Needl| ess to mention that

tremendous inplication in the socio-economc
rural Bangl adesh. Handl oom sector

econony with new vigor and dynam sm if

handl oom

sub- sect or

cont ext

can pronote the

has

of

rur al

the problens are

addressed properly that it is currently passing through.

10.9 : Dyeing, Printing, and Finishing

The final steps in the textile

printing, and finishing has

the last five years despite their
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sub-sector , however, lies in deficiency of nodern
equi pnmrent and facilities for which still unable to neet
the standard of quality demanded by the export-oriented
RMG industries, or the export market. Sonme of the units
depend substantially on inported gray to produce export
quality fabrics, although a nunber of hurdles have to
crossed-over by such inports, for exanple, inport taxes,

transportation, and so on.

10. 10 : READYMADE GARMENTS | NDUSTRY (RMG) AND I TS GROWH
| N BANGLADESH
The RMG industry i.e. the clothing industry has grown at
a blistering pace since 1978 largely due to the sinple
| evel of technology needed by the industry® . Moreover,
relatively inexpensive and easily available machinery,
requi rement of smaller prem ses conpared to the textile
i ndustry, abundant supply of cheap |abor consisting
nmostly of women, incentives such as |I|iberal trade
policies, low tariffs on inported machinery, and bonded
war ehouse facilities and, nost significantly, benefit of
reserved markets by MA Quota have spurred the growth
of the garnent industry. Additionally, garnent exporters
of Bangl adesh “enjoy the privilege of quota-free entry
into the European Union” (EU), while their “mgjor

conpetitors, such as China, India, Indonesia, Pakistan,
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Sri Lanka, and Thail and, are subjected to the

restrictions of an assigned quota” !

10.11 : TRADI TI ONAL CLOTHI NG | NDUSTRY | N BANGLADESH

The advantages of silk industry, traditional clothing
i ndustry of Bangladesh, is manifold. It is agriculture
based and |abor-intensive. Besides this, it has several
ot her benefits, which, in the context of Bangl adesh,

coul d be grasped fromthe follow ng citation®:

“Silk Industry requires labor that is easily trained. Since silk
production requires very little investment, since net profit is
relatively high, and since all it needs is easily trained famly
| abor, this is one of the best occupations where rural wonen of
Bangl adesh can be easily enpl oyed”.

Needl ess to say that all the industry features nentioned
above fully coincides with the soci o-econom c conditions

of the country.

The Bangladesh Silk Board (BSB) was founded in 1978.
Since then, BSB took up nmassive program main objective
of which was to “increase the production of quality silk
by creating opportunity for full-time occupation and
increase in inconme for the rural people” through inports
of “high yielding variety (HYV) nulberry plants, better

species silk-worns, and better quality nmachinery and

9 | bidem

100 | hj bem

101 “gLK: An Avenue to Poverty Alleviation”, by Prof Sajjad Hussain The
Daily Star on-line archieve, Features ,Volume 1 Nunber 188, February 21,
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equi prent from abroad” . Rajshahi °®, Jessore, Rangpur
and Dhaka are four nmgjor silk producing regions of
Bangl adesh enpl oyi ng above 180,000 people are directly
and another 70,000 people indirectly which, in turn,
conprises about 28,538 nmnulberry farmng famlies, and
5824 silk-wormrearing famlies!®. Bangladesh’'s share, at
present, in the total world production of raw silk is
approximately 0.05 per cent. Al though, in recent years,
Bangl adesh has been in continuous effort “to introduce
HYV sil k-wornms and produce better quality silk yarns, yet
the production of silk has been m serably Iagging behind
in this country”. In fact, the production of silk has

remai ned stagnant in Bangl adesh ever since 1978-791%°,

| n Bangl adesh, silk is used mainly for producing saris°.
Only a very small quantity is used for producing dress
material, shirting, bed-sheet, curtain, and bed cover.
But, in the international nmarket, silk has high denand
since it is, like other natural fibers, environnent
friendly and has nmany other attractive features of its
own. Currently, sone 58 countries are producing silk

around the world of which “only eight countries, nanely

1998(htt p://ww dai | ystarnews. coni 199802/ 21/ n8022109. ht m) Downl oaded on 14
Cct ober, 2000

102 1 pi dem
103 Raj shahi takes the lion's share in silk production

104 py of Sajjad Hussain, Op. Ct.
105 1 bi dem
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China, India, Japan, Russia, South Korea, Brazil, Vietnam
and Thailand are the main producers”. Total wor | d
production of silk in 1987 was 63,000 tons in which
shares of China, India and Japan altogether was about 84
per cent, China being the pioneer. India, -currently,
secures second position anong the silk producers of the
world. The countries that inports silk mainly are USA,
Fr ance, Swi t zer | and, Italy, Britain, and  Ger nmany.
Bangl adesh silk industry can avail these markets if it
could grow at a faster rate like, China and India. As
mentioned earlier, silk industry features are highly
conpati ble with Bangladesh situation and the only thing
that is crucial is “proper commtnent fromthe governnent
and sufficient political backing from the highest

quarters” %7

and proper managenent of the industry.
Recently, CARITAS, an NGO working in Bangladesh has
signed an agreement with Bangl adesh Silk Foundation

(BSF) to help boost the silk production in the country

106 gne kind of |ong wormen cloth nostly used in Indian Sub-continent

107 prof Sajjad Hussain, Qp. Cit.

108 «BgE a  not-for-profit company established in 1997 under the Conpanies
Act, has been inplenenting the SDP since 1998 under a credit of $11.35
mllion from the International Devel opnent Association (IDA). BSF has been

producing silkworm eggs in two grainages |ocated at Bogra and Jhenaidah
taken on long-term | ease from Bangl adesh Sericulture Board and catering to

the needs of different NGOs and private entrepreneurs who are inplenmenting
sericul ture progranme”.
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t hrough various progransi®. This is surely an appreciable

step to put push the silk sector ahead.

10. 12 : DEMAND- SUPPLY GAP I N THE TEXTI LES AND CLOTHI NG
| NDUSTRY OF BANGLADESH

In section 10.4 , discussion has been confined to the
raw material availability at the first stage of textile
and clothing chain, cotton supply situation in Bangl adesh.
Mor eover, section 4.5 provides the position of cotton
production in Bangladesh. It 1is apparent from these
di scussions that Bangladesh has to inport about 95%
cotton to satisfy the raw nmaterials demand of its
spinning mlls. In Bangladesh, “nost of the cotton fabric
used is inported from China, India, Pakistan, and a few

» 110

other countries The polyester material cones form

Korea, | ndonesia, or other Asian countries.

At the second stage of the chain, i.e. yarn production by

spinning mlls, “only 21% of the total demand for yarnis

111

met locally in Bangl adesh” The figures for gray fabric

production, at the third stage, are not nuch better as

109 “ g |k Foundation signs MU with Caritas”, by Econonic Reporter, The
| ndependent archive, a national daily of Bangladesh, 26 Septenber, 2000
i ssue

10 aperican International School, Dhaka website. Op. Gt.

11 Azi zur Chowdhury, Qp. Gt.
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“only 28% of the total demand is met locally”?. At the
fourth stage, the finishing sub-sector (Dyeing, printing
and finishing) currently is “able to process all of the
| ocally produced gray”, but will need to expand in future
with the growth of weaving and knitting sub-sectors in
the country®. At the fifth stage, i.e. RMG or cloth
meki ng stage, Bangladesh is in severe shortage of raw
materials, the finished fabrics, as the garnents industry
has expanded very fast from the beginning of 1980s. The
demand supply gap in this connection could be understood

fromthe follow ng**:

“Apparel sector has created an export oriented captive market for
over 3 billion yards of fabrics per year which is increasing by
not |ess than 20% each year, ....... Presently around 85% of the total
requirenent of woven fabric and around 35% of the total
requi renent of knit fabric are inported by the export oriented RMG
i ndustry”.

At the final stage, it is required to explore the narket
opportunities in the international arena. Although it
appears last after RM5 production, in a market-driven
free econony, production bases are suggested to be market

oriented which would be discussed at a | ater stage.

10. 13 : THE TEXTILES AND CLOTHI NG OF BANGLADESH I N THE
POST ATC ERA

112 | bi dem

113 | bi dem

114 I'nvesting in Bangl adesh, A guide to opportunities
Board of investnent ( BA ), Cctober, 1999, p. 43
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In section 8.7 it has been illustrated that Bangl adesh
had significant repercussion of MA which, unlike East
Asian NGCs, it couldn’'t entirely circunvent and in
section 8.8 discussion was also held about ATC and
Bangl adesh’s conformty towards the sane. As nentioned
earlier, ATC is passing through the second stage of MA
phase-out in which Bangladesh has 17 per cent quota

access to US for its RMG products.

At present, “United States accounts for about 42 per cent
of the total RMG exports from Bangl adesh. Moreover, about
70 per cent of the RMG export to US from Bangl adesh is
made under quota” . The EU, in a recent nove, “has
proposed opening its nmarkets to all goods excepting arns
fromthe world s poorest countries”?®. The United States
is a leading trade partner of Bangl adesh. It is
reasonable to expect that the US would match the EU
notion to LDCs and "ATC could be one of the nost
appropriate platform to reflect it” by enlarging
Bangl adesh RMG quota access to the US. market from
existing 17% to 30%*’ . Moreover, in the context of

sluggi sh quota phase-out by the inporting countries,

115 “ phaka needs to push for early execution of MFA for LDCs Centre for
Pol i cy Dial ogue report says” By Mnjur Mahnud, The Daily Star, Business
Page Vol une 3 Nunber 402 Thu. Cctober 12, 2000

(http://wwmv dai | yst arnews. conl 200010/ 12/ n0101205. ht m#¥BODY1) downl oaded on
2000- 10- 13

116 | pi dem
17 | bi dem
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“Bangl adesh could seek, as a conpensating neasure,
special treatnment within the WO by way of a faster

integration of the MFA into the ATC for LDCs”.

However, there is considerable debate on the inpending
effects on Bangl adesh clothing exports after the quota
phase-out from 01 January, 2005 and the establishnment of
backward |inkage industries to offset the likely
repercussion of such phase-out. A report prepared by
Bangl adesh Textile MIlIls Association (BTMA) said that
“phasing out of the Milti-fiber Agreenent (MFA) was not
only a challenge, but also a great opportunity for
Bangl adesh to enter the global textile market” 8. It is
all eged that to neet the challenge, a solid foundation of

backward | i nkage industries is inevitable for Bangl adesh.

This would be examined in details in the next chapter.

10.14 : USTDA, 2000 ACT AND BANGLADESH RMG | NDUSTRI ES

To stimulate the economic growh and pronote stability in
Africa, one of the world s poorest regions, and the
Car i bbean countries, US Trade and Devel opnent Act of

2000 (USTDA 2000) has cone in effect from 01 OCctober,

118« BTMA decries gas, power tariff increases, Govt nulls special fund for
backward |inkage”, The Daily Star Business Report, Business Page vol une 3
Nurmber 103  Sun. Decenber 05, 1999

(http://wwmv dai | ystarnews. cond 199912/ 05/ n9120505. ht m#top  avail abl e 2000-
9- 30)
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2000 '° . Experts envisage that Bangladesh will have
detrimental affect from this neasure. The reason behind
so is that 72 African and Cari bbean countries'®® will
have quota free and duty free access to US due to the
enactnment of this |legislation where Bangl adesh, the
Chai rman of LDCs, is not included, naturally. Therefore,
it is argued that any adverse developnent in the RMG
sector would have serious economc and devel opnental
i nplications destabili zi ng soci al and political
situations in the country'?’. The possible negative affect

m ght al so be understood fromthe follow ng |ines'??:

“The total custonms value of apparels exported to US market from
Bangl adesh was $1.6 billion in 1999. On the other hand, the total

custons value of apparels exported from Caribbean Basin and sub-
Saharan Africa countries was $ 8.8 billion and $ 584.38 nmillion

respectively”.

It is anticipated that the rise in exports by Caribbean
Basi n and sub- Saharan Africa countries to US market woul d
trim down the Bangl adesh RMG s share in the sanme narket,

particularly after the phase-out of quota restriction.

119 The Daily Ittefaq, a national daily of Bangladesh in Bengali, issue of 01
Cct ober, 2000, downl oaded fromits honepage ww.ittefag.com on the same date.

120x the 72 countries, 48 are African Sub-Saharan and 24 are Caribbean and
33 of these countries are Least Devel oped Countries (LDCs) in which

Bangl adesh i s not included
121 «gypb- Saharan Africa and the U.S. Textile Industry”, Econonic Strategy
Institute, 1401 H St., NWSuite 560 Washi ngton, DC 20005, Septenber 1998.
(http://ww. econstrat. org/ssatext. htm Downl oaded on 14 Cctober, 2000)

122 «pangl adesh should seek free access to US:Economists Mve to avoid

negative inpact of new US |aw on exports”, The Daily Star, Business Page,
Vol une 3 Nunmber 391 Cct ober 02, 1998 i ssue. Avai | abl e at
(http://ww. dai | ystarnews. conf 200010/ 02/ n0100205. ht m¥BODY1  Downl oaded on 3
Cct ober, 2000)
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10.15 : SAARC CUMULATI ON AND GSP | SSUES W TH THE EUROPEAN
UNI ON

Originally, Bangladesh, as a nenber of LDCs, enjoyed a
tariff reduction facility while exporting its commodities
in BJ markets including RMG products on condition that
t hese garnent products would be made from yarn and then
fabrics produced both in the respective exporting
countries and 12.8 per cent tariff reduction would be
accorded in doing so'?®. But this systemdidn't bring nuch
benefit to the country as a few entrepreneurs used

i ndi genous fabrics.

SAARC!?* Secretariat, therefore, requested EU headquarters
to provide “SAARC Cumulation” facility under which
fabrics mght be inported from any SAARC countries, in
contrast to the earlier case, instead of the obligation
to be produced donestically, on the condition that 12.8
percent tariff reduction facility would be provided if
| ocal value addition to any product were nore than 50
percent. OQtherwi se, this privilege would be reduced to 15

percent of that 12.8 percent i.e. overall 1.92 percent.

1231he Dai ly Ittefag honepage, A national daily of the country in Bengal

27 January, 2001 issue
(avail able at http:// ww.ittefaq.conicurrent/special/news3. pdf)

124 south Asian Association for Regi onal Coperation(SAARC), founded in 1985
at the auspi ces of Bangl adesh Governnment wi th South Asian countries, nanely,
Bangl adesh, Bhutan, India , Mldives, Nepal, Pakistan and Sri Lanka.
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Later, SAARC Cumul ation cane into effect on 01 Cctober,
2000.

Now, acceding to the SAARC Cunulation proposal, the
governnent of Bangladesh is wunder trenmendous pressure
from two conflicting groups. The Bangladesh Garnents
Manuf acturers and Exporters Association (BGVEA)stands in
favor of SAARC Cunulation while the Bangl adesh Textiles
MIls Corporation (BTMC) resists the nove on ground that
SAARC Cunul ation would seriously inpair the growh of
backward linkage industry in the ~country which 1is
regarded as extrenely inportant to survive in the post-
MFA era starting from 01 January, 2005. However, a recent
Wrld Bank study reveals that the prospects of benefits
accruing to Bangladesh RMG sub-sector from SAARC

Curul ation is very scanty'®,

10. 16 : LABOR SITUATION I N THE CLOTHI NG | NDUSTRI ES OF
BANGLADESH

About 3000 readymade garnents factories conprise the RMG
sub-sector in the country of which 2400 units are in
actual production where as many as 10 |akh workers are
enpl oyed, roughly 80 per cent of these workers being
wonen. This enploynment has augnmented individual famly

i ncone and afforded them a reasonable state of social

125 The Daily Ittefag homepage, A national daily of the country in Bengali

27 January, 2001 issue available at http://
www. i ttefaqg. com current/special / news3. pdf
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security as well as scarcely elevated social status,
conpared to earlier job, minly as donestic aide??®.
However, these wonen has to work and live in a mserable

condition which is wevident from the followng news

report 27

T about 35 per cent of the working girls in the city work in
very dangerous situation and about 27 per cent are sexually
harassed. Wiile 83 per cent of the working girls need nore
security in their workplaces as well as in their hones. ... about
82 per cent of the female garment workers live in slum areas.
Majority of them attend the factory on foot. ... about 60 per cent
of the female workers have extrenely poor toilet facilities while
nearly 20 per cent do not have any toil et
facilities”.

Moreover, fire safety neasures are not sound and
factories are set under blaze frequently. Further to that,
stanpede situation takes place when panic stricken
workers rush to the stair, which are not usually built in
a planned way. Two such incidents are reported in a news

item as bel ow'?8:

“On July 15, nine garnents workers were killed and 25 others
injured in a fire at two garnents factories in Mrpur. On July 30,
26 workers were killed and nmore than 100 injured in a stanpede
fearing fire at 5 garnents factories in a nultistoried building in
Mrpur. The division bench of the HC conprising Justice Minur
Reza Chowdhury and Justice AMM Ruhul Amin issued the rule”.

As regards the staircase of the factory buildings where

t he stanpede situation takes place, a prom nent architect

126 « Readynade Garnents Industry Facing the Chall enge”, by Kazi Al auddin

Ahned, The Daily Star honepage,

(http://ww dai | ystarnews. con? 199911/ 03/ n9110309. ht m

Downl oaded on 30 Septenber, 2000) Feature page, Vol ume 3 Number 72 \Wed.
Novenber 03, 1999

127 “No transport, welfare facilities, Garment girls feel insecure”
The New Nation homepage, 20 Septenber, 2000 i ssue.
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in the country blanes the owners who build the factories

in an unpl anned manner 2

“There is no such thing as "standardi zed staircase" as the numnber,
wi dth and design of staircases depend on the nunber of persons it
is nmeant to serve. Most often, a building made for residential use
for say ten persons per floor is transformed overnight into
garnents factories for well over one hundred workers per floor.
Needl ess to say, a stanpede situation will occur if there is any
enmergency situation in any of these factories”.

In addition the garnment factories sonetines contravene

“the labor laws and human rights by forcing the workers

to work in night and on weekly holidays, which could be

seen fromthe followi ng citation®3:

C e . nmost garnent factories did not let their workers take weekly
of f; noreover, owners nmake them work in a 12 to 16 hours worKking
shift without giving any overtinme. Thousands of garnent factory
wor kers have fallen sick due to absence of proper working condition
in garment factories”.

Again, through the continued efforts for the last few
years the child labor in the garnments sector has reduced

to less than 1 percent of the total |abor and the nunber

of child |abors of age |less than 14 years out of nore

than 1.5 mllion work force of all the garnents factories

128 “ ghowcause on govt, garments factories”, The Daily Star archive, 29

August, 1997 issue

129 “BQVEA Has a Lot to Do", by Professor Dr. N zanuddin Ahned, Dept of
Archi tecture, Bangl adesh University of Engineering & Technol ogy(BUET), Dhaka.
The Daily Star archive, 20 August, 1997 issue

130 “cal| to inplenent accord, Garment factories violating | abour |aws, human
rights”, The Daily Star honepage, General News, Volune 3 Nurmber 391Mon.
Cctober 02, 2000 avail abl e at

http://ww. dai | ystarnews. comi 200010/ 02/ n0100210. ht m#BCDY2 downl oaded on 03
Cct ober, 2000

71



in the country is only little over than 9000 **!' . The
tripartite Menorandum of Understanding (MOU) and
subsequent initiatives anong the I nternational Labor
Organi zation (1LO, Bangl adesh Garnents Manufacturers and
Exporters Association (BGWEA) and the Governnent of
Bangl adesh are attributed to this inprovenment. It 1is
expected that the garnent industries would be conpletely

free fromthe child | abor by 2002%3

Abundant cheap | abor is available in the country which is
“easily trainable and convertible into sem -skilled and
skilled work force while the price of |abor is |ower than
that of neighboring countries as well as sone other
garnent producing countries in South-East Asia and East

Eur ope®*3.

10. 17 : | NFRASTRUCTURAL CONDI TI ONS W TH REGARD TO THE
TEXTI LE THE CLOTHI NG | NDUSTRI ES OF BANGLADESH

131 The Daily Ittefaq, a national daily of Bangl adesh in Bengali, issue of 24
Sept enber, 2000 downl oaded fromits homepage ww. ittefaq.comon the sane
dat e.

132 H
| bi dem
133 «Bangl adesh Cpportunity” Bangl adesh Garments Manufacturers and Exporters

Associ ati on, Dhaka), http://ww.bgnea.coniban. htm , Downl oaded on 03 Cctober,
2000
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Bangl adesh has tw sea-ports nanely, Chittagong and
Mongl a. However, there are frequent |abor problens in
these ports resulting in unnecessary delay in discharging
i nported good. RMG industries, being greatly dependent on
inported fabrics and often commtted to tinme bound orders
fromthe foreign buyers, has to face serious problens. A
proposal is, therefore, underway to establish green
channel to facilitate discharge of such goods w th al npost

no custons checking:

“I'mports of garnents exporters with no bad record in last five
years will be released through the green channel virtually without
any custons checking and there will be no checking on way to
war ehouses. The custom officials at the port will however check
five per cent of the goods at random so that the facility can not
be m sused” ¥4,

In view of the frequent hartals, strikes and work
abstention by workers and enployees, the exporters
demanded that these services be declared essential. The
effectiveness of the system envisaged would, however,
depend on the sincerity from all quarters. Moreover,
anot her proposal has also been aired to establish deep-
sea port attributed to the sanme purpose, success of which
agai n depends on proper managenent and conmtnent to the

obj ecti ve.

Again, factories fell sick due to stock lot problem

whi ch happens nostly due to political disturbances and

134 «xg port to have green channel for garments exporters”, The Daily Star
archives, 26 Septenber, 2000 issue. Available at
(http://wmn dai | yst ar news. com Downl oaded on 05 Cctober, 2000)
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5

port problens!® and many of them “had to pull down their

shutters being overburdened with indisposed inventories

of finished products”?®3®,

Paucity of credit from banks is another major stunbling
block in the way of snooth operation of sone factories in
the RMG industries. Many factories’ production suffers

from shortage of working capital **.

for the garnments Currency devaluations by sone of the
nei ghboring countries, such as India, Pakistan, Sri Lanka,
Thai | and, Mal aysia is another problem exporters of
Bangl adesh because the devaluation in those countries
facilitates foreign buyers to buy goods at a |ower price
resulting in a shift of the export orders from Bangl adesh
to other countries. To sustain a stiff conpetition in
garnment exports arising out of such devaluation, the
BGVEA seeks “at |east 10 per cent cash incentives agai nst

their export earnings” ',

135 BGVEA News letter, (http://ww. bgmea. com’ news. ht m Downl oaded on 03 Cct ober,
2000 Vol urre 10 Cct ober 1999 I ssue 8)

136 Kazi Al auddin Ahmed, Op. Git.

1371 bi dem

138 Export Pronotion Bureau, Dhaka, Bangl adesh honmepage

(http://ww. epbbd. coml Mont h22/ BGVEAY20f or %2010pc. ht m avai | abl eon 03 Cct ober,
2000)
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To elimnate such difficulties, mentioned so far, BGVEA"®
seeks, like in quota distribution system at the EPB, the
representation of the association in the |law and order

custons, bank and insurance and port nmanagenent bodies.
The demand seens quite reasonable in view of the problens

currently RMG sector is experiencing.

Again, considering |low bank interest of India and
Paki st an, t he governnent has been requested, as of My
1999, to reduce bank loan interests at 8-10 per cent

t 140 Recommendati ons

instead of the current 16 per cen
have also been put forward to nmake export incone of
textile products tax-free, waive double insurance system
on inports for export purposes, to nake flood insurance
optional, to allow duty-free inport of raw cotton, and
dyes and chemicals consumed in the export-oriented
i ndustries, to introduce a specialized bank for providing

| oans to export-oriented industries and to set up sone

textile parks with simlar facilities as in the export

139 a sectoral trade body which is non-government in nature and free from

traditional bureaucracy to assist the RMG sub-sector to boost wup the
country's foreign exchange earnings. It was founded in 1977. Since its

commencenent with only nineteen garnment manufacturers and exporters, BGVEA
has grown in tine into a strong and dynanm c body conprising about 2600
garnent manufacturers and exporters as its menbers. The basic objective of
BGVEA is to establish a healthy business environnent with sound rel ationship
between the nmanufacturers, exporters and inporters to ensure a steady growth
in the foreign exchange earnings of the country.

140 “ vt urged to take steps for devel opment in textile sector”

The Daily Star honepage, Business Page, Volune 2 Nunmber 258, Wed. My 12,
1999(http://ww. dai | ystarnews. conf 199905/ 12/ n9051205. ht m#BODY3 Downl oaded on
30 Sept enber, 2000).
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processi ng zones (EPZs) **'. Therefore, the condition and
operational status of roads, power, telecomrunication,
banki ng, insurance, custons----- all need to be enhanced
since the poor infrastructural facilities increase the

cost of production of the industry.

10. 18 : ESTABLI SHVENT OF APPAREL BOARD

In view of the conpetitive world trade in RMG products
in textiles and clothing sector after phase-out of quota
restrictions in 2005, the inplications of Apparel Board
is far-reaching, particularly when it is inportant to
retain a market niche in the international arena. It
m ght be fostered an institutional structure to act
permanently for issuing country of origin certificate,
export license, Textile visa, GSP certificate etc. This
i ssue of establishing an Apparel Board has been hanging
since last 12 years due to conflict |ed indecision of the

concerned ministries!*?
10.19 : ESTABLI SHMENT OF | NSTI TUTE OF FASHI ON TECHNOLOGY
Roughly 6,000 skilled foreign workers are enployed in the

garnent manufacturing factories of Bangladesh for whom

entrepreneurs have to spend about 40 billion taka as

141 | pbi dem The information are of My, 1999 so far available
142 The Daily Ittefaq honepage archive

www. i ttefag. com current/speci al / newss. pdf downl oaded on 29
January, 2001
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their salary and bonus ***. Due to shortage of |ocal
skilled manpower, Garnent owners are bound to engage
foreign experts and their service is required to produce
high quality and high valued itens in the RMa Bangl adesh
is, therefore, lagging behind in export of high valued

itenms in the countries of EU and USA.

To satisfy the need of efficient manpower in garnent
factories as well as to attain the expected standard in
the quota free global narket after the year 2004 by the
RMG sub-sector BGVEA has adopted a program to establish
Institute of Fashion Technology wth the financial
assistance from Wrld Bank and Finance Mnistry. The
Institute wll provi de G aduate, Diploma & Trade
Certificate Courses.

10.20 : THE FI FTH FI VE YEAR PLAN 1997-2002 AND TEXTI LE
SECTOR OF BANGLADESH

The major focus of the textile sector during the Fourth
Five Year Plan period was on “generation of enploynent,
private investnent, export, rationalization of tariffs,
providing nonetary and fiscal i ncentives, pr oduct

di versification and horizontal narket expansion, etc”**,

143 BGVEA News letter, Cp. Gt.

144 “The Fifth Five Year Plan 1997- 2002" Planning commission, Mnistry of
Pl anni ng, Governnent of the People’'s Republic of Bangl adesh, Dhaka , March
1998, p.24
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| t al so  brought t oget her prograns on bal anci ng,
noderni zati on, replacenment, and expansion of the selected
old mlls and private investnent was given priority in
all segments of the textile and clothing chain. However

the Fifth Plan reads as follow ng'*:

“The target set for enploynent generation in the textile sector
was 1.79 mllion nunmbers. As against this target, only 0.80
mllion people were enployed. H gh prices of inputs, stiff
ext er nal conpetition in vyarn and fabric markets and weak
institutional back-up were responsible for the slow response of
the textile sector excluding garnments. As a result textile sub-
sector was not able to generate the targeted enpl oynent.”

The term ‘institutional back-up’ perhaps indicates the

| ack of backward |inkage support in textile and clothing

i ndustry in the country.

10. 21 : ENVI RONMENTAL | SSUES | N TEXTI LE AND CLOTHI NG

Presently, Garnents nmanufacturing plants are dispersed
alnmost all over Dhaka Gty including the residential
areas. Surely, this has repercussions on the “basic
muni ci pal services such as electricity, road, water

dr ai nage waste managenent etc”. Moreover, housing for the
garnment workers who are principally mgrants from the
vill ages poses a serious threat to the normal city life.
The |l owpaid fenale garnent workers are conpelled to |ive
sl unms, which |ack basic nunicipal services being attacked

by vari ous di seases.

145 | bi dem p. 25
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Mor eover, vast anmount of “solid waste including pieces of
| eftover clothes, plastic materials” etc are extracted
from the garnents industries'*®. However, the situation
has been upgraded as these leftover nmaterials are now
consuned in the cottage industries to produce toys, dolls,
cushions, mattresses etc. The growing textile industries
as backward linkage to the garnment industries may cause a

serious environnmental problem

10. 22 : CONCLUDI NG REMARKS
From the foregoing discussions it is clear that al
segnents of the textiles and clothing industry of

Bangl adesh is plagued wth nyriad of problens and
difficulties. In the vyarn and fabric stage, these
probl ens include |ack of power, obsolete technol ogy, |ow
capacity wutilization, lack of nachinery nmaintenance, a
work force that is not adequately trained, problens with
| abor unrest and mlitancy, political wunrest causing

di sruption such as hartals, and a |ack of working capital.

In addition, finishing and <clothing industries also
suffer from nunmerous difficulties such as |ack of access

to credit, shortage of power supply, discharge of

148 «gystai nabl e Trade and Environmental Concerns in Bangl adesh”, by Sal eemul
Huq, Khandaker Mainuddin and Dwijen Mallick, The Daily Star honepage,
Features , Volume 3 Nunber 185 Wed. March 01, 2000,

http://ww. dai |l ystarnews. coni 200003/ 01/ n0030109. ht n#t op Downl oaded on 03
Cct ober, 2000
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pol | utants, absence of rule of law, politicization of the
| abor force, mserable |abor situation, |ack of continued
policy support by the governnent, crisis nanagenent
capacities and shortage of experts in fashion designing,

frequent port strike and so on.

These drawbacks put the Jlocal entrepreneurs in an
extrenely unfavorabl e environment particularly in view of
the post MFA gl obal market beginning from 01 January 2005.
A conplete and conprehensive chain of producti on
conprising all sections of the textiles and clothing
i ndustry, along with the elimnation of the difficulties
menti oned above, is , therefore, demand of the tine.

Chapter Eleven next would focus on the establishnent of

such backward |inkage industry in Bangladesh in different

stages exam ning every factor as far as possible both

vertically and horizontally.

SUWWARY OF CHAPTER TEN
Bangl adesh textile industry accounts for 45% of all
i ndustrial enploynent in the country and contributes 5%

of the total national inconme. The country does not
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produce enough of the raw materials as conpared to its
demand entailing its high dependence on inports.
Presently, locally grown cotton can afford only 4-5% of
the total requirenent of this sector. On the other hand,
“the production of the synthetic/mn-nade fibers used in
the textile industry requires fairly advanced technol ogy
and investnent”, which is not feasible, at present, for

Bangl adesh.

The estimated production capacity of the spinning sub-
sector is in the region of 183 mllion kg per year.
However, only 125.16 mllion kg, or 67.3% was produced in
1997-98 and under production is inputed to the fact that
about 38% of the spinning mlls in the country are nore
than twenty-five years old. Frequent power failures, a
shortage of raw materials, a high inport duty on raw
materials and a high percentage of wastage constitutes
the ground for the | ow out put of the spinning sub-sector.
Only 21% of the total demand for yarn is nmet locally in
Bangl adesh. The shortage in supply from the spinning sub-
sector is also negatively linked to the anobunt of gray
produced. The vyarn gap is filled by inports of 3.15
billion nmeters of gray per year. The weaving sub-sector
| acks organi zation and coordi nation because small-scale
manufacturers remain scattered all over the country,

whi ch breeds “replication and a | ack of specialization
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Knitting/ hosiery factories have shown significant
i mprovenents in quality in recent tines and knitting has
beconme another rapidly growing textile sub-sector. But it
needs nodern facilities for manufacturing quality fabrics
suffers from shortage of raw nmaterials and working

capital. Some 179 textile mlIls are laid off at present.

Wth regard to enploynent, hand-loom sector stands as
second |largest source of rural enploynent. Irregular
supply of the yarn, dyes, and chem cals, poor access to
transportation, dependence on brokers are sone of the
problenms of the handl oom sector. Mst export oriented
garnent factories reject the gray produced by the rura

handl oons because of inferiority in uniformty, quality
and narrower w dth than power |oons. Over one mllion

persons were enployed in handl oom sector in 1990.

The final steps in the textile industry i.e. dyeing,
printing, and finishing has inproved dramatically
despite deficiency of nodern equipnment and facilities.

This sector depend highly on inported gray.

The RMG industry i.e. the clothing industry has grown at
a blistering pace since 1978 largely due to the sinple

| evel of technology needed by the industry. Nbreover,
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relatively inexpensive and easily available nachinery,
requirenment of smaller premi ses conpared to the textile
i ndustry, abundant supply of cheap |abor consisting
nostly of wonen, incentives such as |I|iberal trade
policies, low tariffs on inported nachinery, and bonded
war ehouse facilities and, nost significantly, benefit of
reserved markets by MA Quota have spurred the growh
of the garnment industry. Around 85% of the total
requi renent of woven fabric and around 35% of the total
requirenent of knit fabric are inported by the export

oriented RMG i ndustry.

To stinulate the economc growh and pronote stability in
Africa, one of the world s poorest regions, and the
Car i bbean countries, US Trade and Devel opnent Act of
2000 (USTDA 2000) has cone in effect from 01 October,
2000. Experts envisage that Bangl adesh  wi || have

detrimental affect fromthis neasure.

Agai n, “SAARC Cunul ation” facility, under which fabrics
m ght be inported from any SAARC countries for using in
RMG factories before exporting to EU countries, has
energed controversial. Lack of enforcenment of | abor |aws,
human rights, frequent |abor problens at the sea-port,
stock ot due to political disturbances and port problens,

paucity of credit from banks, currency deval uations sone
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of the neighboring countries are, anong others, problens

of RMG sector in the country.

To introduce a specialized bank for providing loans to
export-oriented industries , to set up sone textile parks
with simlar facilities as in the export processing zones
(EPZs), to establish a Apparel Board are sonme of the

demands of RMG sector.

CHAPTER ELEVEN
BACKWARD LI NKAGES TO CLOTH NG EXPORT

O BANGLADESH : AN APPRAI SAL
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11.1: FOREWORD

This chapter attenpts to scrutinize the prospects of
establishing the backward |inkage industries in the
textiles and clothing sector of Bangladesh through
| ooking at the pertinent factors at different stages of
the chain, as nentioned earlier, enconpassing the likely
experiences of other countries. D scussions afterwards,
therefore, would incorporate concepts of |I|inkages, the
rational e behind the necessity of backward |inkages in
the textiles and clothing industries, conpatibility of
standard trade theory for Bangl adesh textile and cl othing
sector with specific exanples, different vertical stages
in the chain, examning the horizontal factors linked to
every stage in the sector, relevant backward |inkage
issues in general, sorting out the possible steps to be

taken at every such stage and, lastly, concluding renmarks.

11.2: CONCEPTS OF LI NKAGE, BACKWARD LI NKAGE AND FORWARD
L1 NKAGE

85



Dr. Carole E. Scott !’ presents excellent definitions of
backward and forward linkages in his article ®“Economc

Growt h” which reads as bel ow*®:

“Supporters of wunbalanced growh believe that a few key industries
shoul d be established that have backward and forward |i nkages so that
their establishnment in a market econony will provide an incentive for
entrepreneurs to create related industries. In unbal anced growth only
a few industries are developed. This can be acconplished by either
t he government or by private industry, which may or may not, be aided
by the government ...Li nkages refer to the econom ¢ connection between
a firms operations and other sectors of the econony. It is called a
forward |inkage when a firmls output is used as an input by other
firms; so, by providing necessary inputs, its existence creates an
opportunity for entrepreneurs to create firns in "downstreant

i ndustries. The reverse can also take place...lnagine cotton farns
back in the nmid-nineteenth century that lie alongside a river.
Downstream fromthe farms is a cotton mll. Further down the river is

a large, port city. The creation of the cotton farns because good
bottom |and was available could have provided the incentive that
i nduced soneone to build the cotton m |l downstream from them This
is a forward |linkage. On the other hand, the creation of the mll
because falling water was available where it was built mght have
provided the incentive necessary to get some people to clear the
bottom I and and plant cotton upstream from the nmll. This is a
backward | i nkage. The building of the cotton mlIl mght have provided
the incentive for soneone to build wharves and warehouses in the port
city so that they could acquire its output and ship it abroad. This

is a forward I|inkage. Strong foreign demand for cotton and the
buil ding of wharves and warehouses in the port city mght have
provided the incentive for soneone to build the mll upstream from

the port city. This is a backward |inkage.. Supporters of unbal anced
growh point out that a country doesn't have to be able to provide
all the inputs needed for an industry as sone balanced growh
theorists seemto assune, because sonme can be inported. They question,
too, how LDCs, who save relatively little, can finance a "big push”
(bal anced growth) with outside capital that for npst of the post-
Worl d-War-11 period the LDCs abhorred because they viewed substanti al
DC investnent as a new form of colonialism Sone LDC |eaders oppose
DC investnment because they view it as a way to "piggy-back” Western
culture into their nation”.

If we ook into the situation of Bangladesh, an LDC, it

is not possible to exert to ‘big push’, as envisaged in

7 pr. Carole E. Scott is a Professor of Econonmics at the State University

of West Georgia and Editor of Business Quest. She nentions that several
decades ago Al bert O Hrshman (1958) devel oped the concept of |inkages.

This termrefers "...to the economc connection between a firm s operations
and other sectors of the economy. The connection night be a product |inkage,
which in turn mght be forward or backward”.

148 Econonmic Growth , by Carole E. Scott, Professor of Economics, Richards
Col l ege of Business , University of Wst Georgia (avail able at

http://ww. west ga. edu/ ~cscot t/ devel op/ growt h. ht m downl oaded on 04 Cctober,
2000) .
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t he bal anced growth theory, by its own poor resource base,
nor it is feasible to attract such huge foreign capital

in view of the country’s present soci o-econom ¢ condition
even if the cultural and colonial factors are not taken
into consideration. Backward Iinkage industries, as
envisaged in wunbalanced growh above, 1is, therefore,
suitable for Bangladesh particularly in the textile and
cl othing sector which has been the pioneer in the tota

i ndustrialization for many countries of the world, for
i nstance, Japan and South Korea. Form the citation above,
it is clear that backward and forward |inkages are
oppositely inter-rel ated and t hey i nvol ve t he
“inducenent’ factor between the economc activities of
the related firns.

Again, Professor Noel Wuods in his working paper *°
mentioned that the notion of such linkage has
inplications for enployment, which is extrenely relevant
to the situation of Bangladesh. In his own words:

The notion of |inkage has inplications for enploynent, particularly
in relation to the generation of enploynent. The generation of
enpl oynent is based on the prenmi se that each sector not only enpl oys
people directly but there is also other enploynent, which is in sone
sense associated or dependent on these sectors. Thus consideration
must be given to the nature of this secondary or indirect
enpl oynment . ”

11. 3: VHY BANGLADESH NEEDS BACKWARD LI NKAGE | NDUSTRI ES
I N TEXTI LES AND CLOTHI NG SECTOR?

149 “|nduced Enploynent in Marketed Services in Ireland, 1975 to 1990: An

I nput - Qut put Analysis” by Noel Wods, Departnent of Economics, University
Col |l ege Cork, Ireland, February 1999. Wrking Paper 99-2 p.4
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Bangl adesh, as nentioned in section 8.8, wll have no
guota facility i. e. reserved market in its RMG inporting
countries, specially the United States after 2004 as per
the provisions of the WO Agreenent on Textiles and
Clothing (ATC) and thus, it will face stiff conpetition
from its neighbors, for exanple, India, China, Thailand
and many other countries. These conpeting countries have
stronger base in Textiles and <clothing sector in
different perspectives and they wll exploit every
possi bl e opportunities to raise their export earnings in
the sector, even the raw materials and internedi ate goods
whi ch are now Bangl adesh inports from these countries,
wll be consunmed by thenselves to neet their extended
export target resulting in the hike of prices of these
materials for Bangladesh to inport. The followng

statement again supports this®?:

“Bangl adesh's garment and textile nmanufacturers will have to face
steep conpetition from countries such as India, Pakistan, China,
and Thail and, from whom the country now inports fabric to neet the
demands of its RMG sector. \Wen the WIO free market is established,
all these countries will be able to expand their RMG

exports, now limted by quotas. As a result, these countries wll
be able to utilize nore of their locally produced yarn and fabrics
internally, resulting in the rise of prices for these in the
export market, putting pressure on the industries of countries
such as Bangl adesh”.

180 Azi zur Chowdhury, p. Gt.
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Agai n, another exanple of recent rapid exploitation of
Canadi an market opportunities by Chinese RMs products

m ght be understood fromthe follow ng state®®:

“Canada withdrew quota facility fromcotton garnents and that
around 90 per cent of the market has been captured by China

i ndicating the potential gravity of heavy conpetition in the
gl obal apparel nmarket”.

It is, therefore, anticipated that Bangladesh RMSG
products will not be able to sustain in conpetition in
the MFA phase-out period unless the country streamine
its textile and clothing sector through establishing
necessary backward |inkage industries. However , an
alternate view about the Ilikely conpetitive gl obal
environnment after 2004 is also in place that mght be

| ooked at the flowi ng'®?:

“...particularly India, Pakistan, China and Thailand which are at
a relatively higher stage of developnent and are richer conpared
to Bangl adesh will in the near future nove to the production of
hi gh-t echnol ogy hi gher-value itens where return on investment wll
be rmuch higher than that in RMG The garnment industry being
mgratory in nature will continue to thrive in a country |ike
Bangl adesh as long as |abor remains cheap. Therefore, for
Bangl adesh, the sources of supply of cotton, yarn and fabrics will
not conpletely dry out...This nmeans that the RMG i ndustry needs to
be integrated only partly; a limted nunber of conposite mlls, a
| arger nunber of independent spinning nmills and processing units
may be established”.

This view, however, not encouraged because the conpeting

countries’ (as nentioned above) Ilabor intensive RMG

151 “Grnent exports face global conpetion, Backward |inkage industries need
investment woth Tk 50b”, The Daily Star on-line archieve, Business &
Fi nance, Cct ober 05, 1999 Vol une 1 Nunber 318( http://ww. nation-
online.conl 199910/ 05/ n9100503. ht m#¥BODY2 Downl oaded on 4 Cctober, 2000)

152 “pevel oping Backward Linkage to Face the Challenges of 2005 by
Professor Hafiz G A Siddiqi, The author is Pro-Vice Chancellor, North South
Uni versity, Dhaka. The Daily Star on-line archieve, Features, Volume 3

Nunber 80 Thu. Novenber 11, 1999 Downl oaded on 30 Septenber 2000 from
http://ww. dai | ystarnews. com 199911/ 11/ n9111109. ht m
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producti on woul d, probably, not be conpletely dry out in
view of their colossal population and cheap | abor

advant age.

Mor eover, Value-addition in RM5 products is only 25
percent which is very |ow conpared to other export itens
because 75 percent RMG export earnings is spent for the
fabric inports which again necessitates the backward
i nkage industries for producing yarn and fabrics in the
country. An editorial news item of a |eading national

daily of the country reads as follows?'®:

“...the domestic val ue-added of jute products, frozen foods, |eather,
raw jute, tea etc, are in the range of 60-70 per cent, while the
val ue-added of the RMGitens is about 25 per cent or less since it is
| argely dependent on the inport of its key raw material, fabric. As
the export of RMG is increased by one $, it requires an increased
import of 0.75 $ of fabrics. This is a mandatory inport. Therefore,
as the rate of export of RMG including knitwear increases, the rate
of increase of inport of fabric would go up by a factor of 3/4.
...... To overcone this, Bangl adesh should nodernize, expand and
strengthen its textile sector so as to neet the growi ng demand for
fabric comng fromits expanding RMG sector by inporting raw cotton
from any cotton growing country in the world and producing high
quality yarn and fabric donestically. This will increase the val ue-
added portion of Bangl adesh's RMG sector substantially”.

For instance, about Taka. 8 billion were spent per year
to inport Madras Check from India about five years ago

Graneen Bank, an NGO of Bangladesh, fabric ‘G aneen
Check’ has now “created a market niche for itself and is

being used in the RM5 sector” forcing Madras Check inport

153 “sources of Export Growth in Bangl adesh”, The Daily Star on-line archive,
Editorial Page, Volune 1 Nunber 54, Cctober 05, 1997

http://ww. dai |l ystarnews. com 199710/ 05/ n7100502. ht #¥BCDY4 downl oaded on
January 22, 2001
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to drop to about Taka 2 billion a year®*. This may be
termed as non-tariff protected inport substitution as
well as a backward linkage to the RMG sector which, in
turn, slashes country's inports and creates enploynent
and incone to the donestic weavers and others. The
necessity of backward |inkage industry is confirnmed again.
Value addition at wevery stage is also required for
producers to continue their business and to provide
incentives to nodernize and upgrade their technol ogy and
skills. The budget speech of Finance Mnister in the
National Parlianent stress the necessity of backward

| i nkage industries in the country?®®®

“Devel opnent and growth of backward |inkage industries including that
for the textile industries are critical for consolidating the future
of our industrial sector. In consideration of the inportance of
backward |inkage industries, | propose to reduce duty rates on
various raw materials used in the textiles, |eather, footwear and
simlar other industries”.

In addition, BGVEA honepage provides sone valuable

information in this regard as under °¢;

“Estimate shows that about 80 percent of garment accessories like
cartons, threads, buttons, I|abels, poly bags, gum tapes, shirt
boards, neck boards etc. are now being produced in our country,
contributing to the national GDP. But, the textile (Spinning,
Weaving, Finishing etc.) industry is just budding....Presently,
the total fabric requirement in our captive market is for about 3
billion yards, of which about 85-90 percent we inport from
countries |ike China, India, Hong Kong, Singapore, Thailand, Korea,
I ndonesia, Taiwan, etc. Fabric requirenent is increasing @ 20
percent per annum This offers a trenendous opportunity for
further industrialization in our country”.

154 | bi dem
155 Budget Speech at the National Parlianent, Dhaka, Bangl adesh. “Annual
Budget 2000-2001", part Il, by Finance Mnister on 8th June, 2000.

(Avai |l abl e at: http://ww. gobfinance. or g/ budget/ speech_t ext 2. ht m Downl oaded
on 04 Cctober, 2000)
156 «

Backwar d Li nkage of Apparel Industry Shows Potential for Foreign
I nvestnent”. BQVEA, Dhaka Hone page, Avail able at:

htt p: // ww. bgrea. coni ban. ht m#5 Downl oaded on 03 Cct ober, 2000
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The  foregoing di scussi on, t her ef or e, entails t he
establi shnments of backward |inkage industries are cruci al
to underpin the textiles and clothing sector in order to

survive its RMG sub-sector in the post MA period.

11. 4: STANDARD TRADE THEORY AND BANGLADESH TEXTI LES AND
CLOTHI NG SECTOR

Kym Anderson (1992) illustrates the standard theory in
relation to the textile and clothing industry as

fol | ows®®’:

“A poor country opening up to international trade wll tend to
specialize in the export of primary products, though | ess so the nore
densely populated the country. If its donestic outcomes grow nore
rapidly than the rest of the world's, its export specialization wll
gradually switch away from primary product to manufactures. The
manufactured goods initially exported will be nore |abor-intensive
the nmore resource-poor or densely populated the country. Since nmany
processes in textile and clothing production tend to be intensive in
the use of wunskilled labor, they will be anong the items initially
exported by a newy industrializing, densely populated country. And
as the demands for textile raw materials by that country's expanding
textile industry grow, so the country's net exports of natural fibers

will dimnish, or net inports of natural fibers wll increase,
ceteris paribus ® . On the other hand, since synthetic fiber
production is an extrenely capital- intensive activity, its products
will tend to be inported by the newy industrializing country from
relatively capital-abundant industrial countries. |If this newy
i ndustrializing country is growing nore rapidly than other countries,
it will initially increase its shares of world production and exports
of textiles and clothing and of world inports of fibers at the
expense of nore nmature industrial economies. In tine, another

generation of newy industrializing countries would duplicate this
process, so gradually displacing the former in those world markets
but providing themwith a growi ng export narket for capital-intensive
manuf actures, including synthetic fibers”.

He adds further that Japan was primarily an agrarian
econony before the 1870s and it transfornmed, as of 19992,

“into one in which the primary sector accounts for |ess

157 New Si| k Roads, East Asia and Wrld Textile Markets, edited by Kym
Ander son Canbridge University Press ( 1992) p. XX

158 ceteris paribus, i.e. other factors remaining constant
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t han one-tenth of enploynment and one-thirtieth of GDP and
exports”. The shares of textiles and clothing in GDP,
enpl oynent and exports increased from squatting levels in
the 1870s to sizeable peaks in the mddle of the
twentieth century as “conparative advantage switched to
manufactures that were intensive in nore abundant human
and physi cal capital”. Consequently, natural fibers
export share dropped down alnbst zero and, conversely,
the fiber inport share in Japan's total inports grew
initially. Subsequently, decline in Japan occurred first
for |labor-intensive clothing and last for <capital-
intensive synthetic fibers as envisaged in standard trade
theory. Bangl adesh, like Japan and other N Cs such as
Hong Kong, Taiwan, and Korea, can traverse the sane
trajectory as the key factors envisaged in Trade theory
fully coincides with those prevalent in the country. Til

now, Bangladesh remains at the initial phase of this
trajectory and it has long way to go for which backward

i nkage industries seens to be essential.

11.5: VERTI CAL STAGES I N THE BACKWARD LI NKAGE CHAI N OF
TEXTI LES AND CLOTHI NG

In section 10.12 demand-supply gaps in the textiles and
clothing industries of Bangladesh were outlined 1in
different stages, production and supply of raw materials
being the first. But now, | would like to reverse the

direction staring first at the MFA phase-out in the year
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2005 and acting backward. As enunerated in the concept of
forward and backward |inkages in section 11.2, M-A phase-
out generated “incentive that induce” the RMG export of a
country |ike Bangladesh would be considered as the
forward |inkage of M-A phase-out to the RMS production
and export of +the country. As forward |inkage and
backward |inkage are related in opposite direction, the
RMG production and export would be the backward I|inkage
to the economc activities in clothing in the MA phase-
out era. Simlarly all other successive vertical stages
of production and supply would be Ilinked applying the

sane principal.

This total chain of production and supply in the textiles
and clothing mght reasonably be perceived as the
backward |inkage to the gl obal market of RMG products in
the unrestricted quota free environment after 2004. It
could be nore apparent fromthe flow chart in figure 11.1
I ndia has such backward |inkage value chain, which is

obvi ous fromthe excerpt bel ow®:

“It is the only industry, which is self-reliant and conplete in
value chain fromraw nmaterial (cotton) to the highest val ue-added
products (garnents and made-ups). Consequently, the growh of this
industry has a significant bearing on the overall devel opnment of
t he econony”.

159 WO and textile industry , by T. S. Vishwanath, Op. Ot.
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Figure-11.1: Backward |inkage( B.L) to clothing exports
Of Bangl adesh

Stage-1: G obal market in clothing after MFA phase-out

in 2005
F.L. of stage-1 B.L. of stage-2
with stage-2 | nduces with stage-1
St age-2: clothing production and export of Bangl adesh
F.L. of stage-2 B.L. of stage-3
wth stage-3 | nduce w th stage-2
| eading to stage-1

h 4 — - - -
Stage-3: Finished Fabric making i.e dyeing, printing,

finishing
F.L. of stage-3 B.L. of stage-4
wth stage-4 | nduces w th stage-3

| eading to stage-1
Stage-4: Gray fabric making i.e. weaving , knitting,

| oons
F.L. of stage-4 A B. L. of stage-5
with stage-5 | nduces wth stage-4
| eading to stage-1
\ 4
| stage-5: yarn mmeking activities i.e. spinning and others |
| nduces 4
F.L. of stage-5 B.L. of stage-6
with stage-6 with stage-
v | eading to stage-1

St age-6: fiber production or inports

Simlarly, Hong Kong has a strong supply chain, which is
not producer-driven, rather it is buyer-driven. This is

apparent fromthe follow ng citation®:

“Hong Kong's textile and apparel industry is a |leader in managing the
supply chain on a world-wide basis... It differs from producer-driven
supply chains led by nulti-national conpanies. The apparel industry is a
buyer-driven commodity chain led by a coalition of retailers, contractors,
sub-contractors, nerchandi sers, buyers, and suppliers. Each participating
entity plays a role in a network of supply chains which span fromfibers,
to yarn, to fabrics, to accessories, to garnents, to trading and
mar keti ng”.

160 “|nformati on Technol ogy Infrastructure for Textile and Apparel |ndustry
in Hong Kong”, by Benjanin P.-C. Yen and C. J. Su,

(http://wwmv el ectroni cmar ket s. or g/ net acadeny/ publications. nsf/all pk/87Abstr
act downl oaded on 2001-01-05)
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Anderson (1992) nentions that “Dixit and G ossman (1982)
have devel oped an el egant nodel of manufactures which are
produced via a vertical production structure with nmany
stages. At each stage value is added to an internediate
material to yield a good-in-process for the next stage.
The good at stage i+di is produced from one unit of stage
i output. Al stages produce pure internedi ates except

the | ast stage which produces the final product”?®,

Although it is alnmost simlar to that in figure 11.1, a
considerable sinplification has been nmade in this nodel

For exanple, the manufacturing of carpet, a hone textile
does not require weaving. However, the backward |inkage
chain as nentioned in figure 11.1 certainly involves at
every stage sone factors that are |inked horizontally to
that specific stage. In addition, sonme horizontal |inkage
factors m ght be perceived conmopbn to every stage. These

woul d be di scussed in a subsequent section.

161 gtructural Adjustment in Australia and New Zeal and, by Peter Lioyd In:
New Sil k Roads, East Asia and Wrld Textile Markets, edited by Kym Anderson,
Canbridge University Press ( 1992), p.189
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11.6: STAGE-1----GLOBAL MARKET I N CLOTHI NG AFTER MFA
PHASE- OUT I N 2005

In this stage, as nentioned earlier, Bangladesh need to
find “market niche” in the global market with regard to
its clothing exports after the phase-out of MA quota
restriction in 2005. Because, “in an increasingly
gl obal i zed econony, industries wll have to be nore
mar ket-driven than ever before”. Any strategy fornul ated
to run into this objective “will have to start with the

markets and work backwards” 62,

Bangl adesh textiles and
clothing sector needs, therefore, to work backward to
“cater satisfactorily to the quantity, quality and price
requi rements of both donmestic and international markets,

keeping in view the industry’'s potential for enploynent”
t hrough the expansion of backward |inkage industries in
this sector. At present, the EU and the US provide the
lion’s share of markets for RMS exports of Bangl adesh

which indicates that the international market for RMG
products is not diversified. Therefore, “identification
of markets and the products for each nmarket” is crucial

particularly, in view of the inpending quota free gl obal

trade in textiles and cl ot hing.

162 «| nportance of Textile Sector in Tanmi| Nadu”

(http://ww. focustan | nadu. com tami | nadu/ texti | e_policy. ht m Downl oaded on 16
Cct ober, 2000).
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Bangl adesh must claim as a nenber of WO duty free
access to such large markets as India, Japan and China.
Al t hough these <countries have robust textiles and
clothing base, “there are nmany new types of garnents
whi ch Bangl adesh can produce with the support of the new
backward |inkage facilities and serve these markets”. O
course, extensive research is required to identify the
specific market segnments. However, if Bangladesh can
enter into “the markets of Japan, |India, ASEAN countries
and China, it will not have problemis in maintaining its
| eadership in RMG exports after 2004” '®3. Turkey's mar ket
share in EU is really extensive. In 1998, 67% of its
clothing were exported EU as nentioned in Chapter N ne
and alnost all materials wused in this industry are
obt ai ned donestic markets. Again, marketing efforts in
Bangl adesh RMG sub-sector has been very little thus far
because of sub-contracting nature of work beginning in
1978 by the firms in which Korean entrepreneurs, as
mentioned in section 10.2, were the harbingers in order
to get hold of quota facility and cheap Ilabor in
Bangl adesh. In Thailand, as nentioned in Chapter N ne,
smal | clothing firms are heavily -engaged in sub-
contracti ng. However , in view of the conpetitive

environnent in the post MFA world market, “the nunber of

163 @arnent exports face global conpetion, Backward |inkage industries need
investnent woth Tk 50b, The Daily Star on-line archive, . Gt.
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the independent firnms nust increase from the current

» 164 These

| evel of 8 per cent to at |east 30 per cent
firmse must develop capacity to identify, through market
research, new nmarket segnments including new products.
While this strategy is being inplemented by both India

and Sri Lanka!®®, Bangladesh RMG sub-sector should al so

undert ake such market research program

USTDA, 2000 Act by the United States, as nentioned in
section 10.14 may prove detrinental for Bangladesh RMG
exports as the African and Caribbean countries,
stipulated in the law, would, owing to proximty to the
US, inter alia, be able to export nore than Bangl adesh to
the US market that, in turn, may dw ndl e backward |inkage
initiatives. Bangladesh, therefore, can adopt an strategy,
i ke Hong Kong as nentioned in Chapter N ne, of “noving
up-market” to prevent |ow cost conpetition from other
countries which again requires exploring new narkets
t hrough extensive market research. Again, in addition to
the RMG products export, an w ndow could be opened,
t hough far away, for export of internediate goods, i.e.
yarn, gray, finished fabrics etc. if these goods were

produced in plenty through the backward |inkage chain as

164 | bi dem
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envi saged above. Raw material s, t echnol ogy, human and
financial resources and the institutional arrangenents
are also required in line with the anticipated nmarket

demand whi ch woul d be di scussed | ater.

11. 7: HORI ZONTAL FACTORS LI NKED TO STAGE 2---- RMG
| NDUSTRI ES | N BANGLADESH

In section 10.5, 'SAARC cunulation' issue has been
explained in details. However, considerable debate exists
regarding this i ssue bet ween Bangl adesh Gar nent s
Manuf acturers and exporters Association (BGWEA) and
Bangl adesh Textiles MIlIls Corporations (BTMC). BGVEA
views that fabric inported under SAARC Cunul ation
arrangenent “will not harm the local textile sector”
rather it will expedite “setting up of backward |i nkage
i ndustries and create enploynent” *¢. On the other hand,

BTMA perceives that “it would bring disaster for the
country's textile sector” because the RMG manufacturrers
would wutilize the inported fabrics, nostly from I ndia.

However, BGVEA's stance mght be defended as long as
|ocal textile mlls cannot neet the demand of the RMG
manufacturers. Currently, “only 10 per cent of the denmand
for 'woven fabrics' are produced locally and price is

hi gher than those of inmported ones despite huge

165 | bj dem
166 BGQVEA sees boon in new GSP provi sion

http://ww. dailystarnews. coni 200008/ 10/ n0081001. ht m#¥BODY6  Downl oaded on 30
Septenber, 2000 The Daily Star On-line archive, Front Page, Volunme3 Number

339 Thu. August 10, 2000

100



» 167 However, the statenent

i ncentives by the governnent
of BGVEA President is not clear as to how “the new
provision will help us establish backward and forward

| i nkage industries, "8,

Recently, a Wrld Bank study, as
nmentioned in section 10.5, reveal ed that Bangl adesh won’t
be benefited nmuch from the SAARC Cunulation and the
Government is now put in trouble as it acceded to the
proposal sans proper consultation with either BGVEA or
BTMA. As nentioned in Chapter Nine regarding the fabrics
coll ection, Thailand clothing manufacturers choose not to
be tied to local woven product suppliers in order to
respond quickly to the fashion changes requirenents
al though sales tax could be avoided through vertical
integration by using locally produced fabrics. Wiile this
tendency of Thailand manufacturers offset the spirit of

backward |inkage, it is equally inportant if considered

the value addition in such fashion design.

Anot her issue at stage-2 in the RM5 export of Bangl adesh
is “lead period” ' which is reasonably reconmended as
short as possible for speedy disposal of export order and
t hereby nmaking dynam c the RMG sub-sector. The proposal s

for direct shipping lines, deep sea port for berthing

167 | bi dem
168 | pi dem

¥time left in hand for executi ng an RMG export order after accepting the
sare.
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not her vessels, private warehouses, private port and
green channel have been raised and these are under

consideration of the Government. Activities of private

0

port at Patengal’™® are on the track despite denpnstration

fromthe labor union in the Chittagong port. Again, deep
sea port, green channel and private warehouse matters
should be |ooked into very carefully because these
initiatives, if cone true, may encourage pilferage to
| ocal market which, in turn, would frustrate the spirit

of backward |inkage through |ocal industries production.

An excerpt from a popular daily in Bangladesh reads as

fol | owi ngt’%:

“For reducing the "lead period", the government can allow private
bonded warehouses to store raw nmmterials, establish direct
shipping Iink with mjor Southeast Asian ports and deep sea port.
It takes around 20-25 days for raw materials to reach Chittagong
port from major Southeast Asian ports. If a deep sea port is
established at a suitable place for berthing nother vessels, the
raw materials would reach within eight to 10 days. ...On the other
hand, the private bonded warehouses can collect raw materials and
supply it to the garnent nmanufacturers according to their
requi renents, which woul d nmake the execution process faster. There
shoul d be transparency about the capacity of the existing port and
proposals from a foreign conpany for establishing a private port
t here”.

Again, the condition of packaging segnent within RMG sub-

sector is better than the local fabric and accessories

170 A pl ace near chittagong port

171 “No policy guidelines yet to face the quota-free regime” The Daily Star
on-line archieve, (avail able at

http://ww. dai | yst arnews. conl 200004/ 20/ n0042005. ht m avai l abl e 2000-9- 30
Busi ness Page, volune 3 Nunber 229 Thu. April 20, 2000)
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support in Bangladesh, which is evident from the

fol | owi ng*’%:

“...three nodes of backward |inkage industries including textile,
accessories and packaging are required to support bal anced growth
of the garnents sector. There is satisfactory growh in case of
packagi ng. Investnents are required in other sectors”.

Di versification of Products is another inportant elenent
in the export of readynmade garnments and considering
“adequate governnent support wll be available, the
i mport ant thing is that Bangl adeshi entrepreneurs
enphasi ze t he quality of t he product s, pr oduct

diversification and aggressive marketing” '3,

Wil e up-
grading the quality of product, it is to be recalled that
some countries has noved, as explained in section 5.23,
towards automation (pattern grading, mar ker  maki ng,
automatic cutting etc.) and Conputer Aided Design (CAD)/
Conputer Aided Mnufacturing (CAM, for exanple, Hong
Kong, Turkey and South Korea, in their RM5 sub-sectors
that involve capital-intensive high technology. This
system is also known as “Quick Response”. Again,
automation in South Korean <clothing industries, as
mentioned in Chapter N ne, is expected to reach 80% by

2005. These instances are, however, not in line with the

conparative advantage, at present, in Bangl adesh.

172 Garnent exports face gl obal conpetion, Op. Gt.

173 | pi dem
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Adm ni strative issues in stage-2, for instance, “separate
authority under direct supervision of the prinme mnister
to speed up decision-making for garment sector”!’® and the
establishnment of an Apparel Board, both demands raised by
BGVEA, m ght prove beneficial to strengthen the RMG sub-
sector base stimulating, in turn, the backward |I|inkage

efforts as stated earlier.

I n stage-2, BGVEA' s demand al so include access to credit,

power supply, rule of |law, depoliticization of the |abor

force, continued policy support of the governnent,

i nproved managenent capacities and excellence in fashion
designing to help local entrepreneurs face the chall enges
of the post 2004 global market !®. As will be discussed
| ater, the paucity of fund and power crises are serious
problens in the country. Moreover, law and order
situation in the country is dreadful which is noticeable
from everyday news itens. Labor situation in the RMG
sector has been spelled out in details in section 10.6
that is really abysmal even though |ow |abor cost, as
woul d be evident later in this chapter, constitutes the

conparative advantage of the RMG sub-sector of Bangl adesh

174 “BGVEA calls for separate body to speed up RMG decision-naking”, The
Daily Star on-line archieve, Business Page Volume 3 Nunmber 205 Fri. March
24, 2000, (http://ww. dai |l yst arnews. com 200003/ 24/ n0032405. ht n#¥BODY3

Downl oaded on 30 Septenber, 2000)

175 BGVEA News letter, Op. Ct.
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Again, the «clothing industry of the ~country, Ilike
Thai |l and, as nentioned in Chapter N ne, is based on |ow
capital per worker and sinple technology. Policy support
of the government is also poor. |Inproved nanagenent
system may be achieved through Information engineering

system which involve high cost technol ogy.

As nentioned in section 10.19, building of an institute
of fashion technology is under way. Certainly, it wll
boost up the RMG sector when inplenented. For exanple

Hong Kong has high reputation in fashion designing and a
fashion library has been established by Hong Kong Trade
Devel opnent Council which is very wuseful to fashion
designers as it provides up-dated information and
communi cation facilities in this field. Turkey exploits
| abor of qualified personnel in its apparel industries
and adapts to changes in fashion. India, as nentioned in
Chapter N ne, has established 100% governnent funded
aut ononmous  Nati onal Institute of Fashion Technol ogy
(NIFT) in 1986 through which high Ievel interaction and
coll aboration with the l|eading fashion institutions of
the world is feasible. This institute has al so raised the
status and scope of Indian RMG sub-sector. RMG sub-sector
of Bangl adesh could exploit such experiences in fashion
desi gning from Hong Kong, Turkey, India and others. Again,

New Zeal and designers, as nentioned in Chapter N ne, have
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core conpetencies in production and design and it has, in
response to increased international conpetition, reduced
nunber of enployees by introducing automation, increased
of fshore production and contracted the industry as a
whol e. Automation, offshore production and downsizing of
clothing industry, however, are not apposite to the

present situation of the RMG sub-sector of Bangl adesh.

Moreover, stock lot situation, as nentioned in previous
chapter, due to political disturbances and port problens,
currency deval uati on by nei ghbori ng countries,
requi r ement of Dhaka- Chi ttagong dual carriage way,
t el ecomruni cation, banking, insurance, custons ----al

these stands in the way of the steady growth of RMG sub-
sector of Bangl adesh!’®. Anmpbng these, port |abor turnoil
poses serious threat to the RMG export activities for
whi ch demand has already been raised to declare the port
service essential. The follow ng excerpt could be usefu

to understand the port situation'’";

“

..... .there were work st oppages in Chittagong port for about 7
days by two groups of port workers leading to piling up of
i mported goods, demurrages, and eventually to the inposition o
"congestion charges”;

To conpensate the neighboring countries’ devaluation

exporters sought 10% cash incentives if not counter

176 | bi dem

177 “\Were is the Econony Heading For”?, ly Kabir U Ahmad, The Daily Star
Archives, 31 August, 1997 issue.

106



devaluation is allowed. Dhaka-Chittagong dual carriage
way is essential in view of the expanding RMG exports

al though it would involve col ossal anount of nobney.

Again, strength of RMG factories in Bangladesh m ght
partly be attributed to relatively inexpensive machinery,
requirenment of smaller factory space conpared to textile
mlls, low tariff etc. Again, there are sonme other
factors that are not Ilinked directly to the backward
| i nkage strength of RMG but are so indirectly, as nore
and nore human rights and environnental issues are being
raised by the buyers. These are child [|abor, omnous
living and working conditions, outlined in section 10.16,
of workers conprising nostly wonen anong others.
Moreover, in section 10.12, it has been denonstrated that
RMG firms inports colossal amount of finished fabrics,
whi ch could be supplied by |ocal production if backward
| i nkage support were in place. Stress has been given to
BGVEA representation in every RMG relevant governnent
body to open the knots, lowering bank interest rate at
the level of neighboring countries, incone tax free
textile products, lifting double insurance system
special bank for export-oriented industries, textiles

park simlar to EPZ and so on.
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These factors |Ilinked horizontally at stage-2 needs
careful consideration fromall quarters to update the RMG
sub-sector with backward |inkage propensity to the entire
sector. Regrettably, country’s RMG sector is not fully
prepared to provide for the backward |inkage to the 2005

conpetitive quota free gl obal trade.

11.8: STAGE 3---FI Nl SHED FABRI C MAKI NG

As nentioned in Chapter N ne, Hong Kong textile industry
is conpetent in efficient finishing service, which |ends
a hand to retain its conpetitiveness in the international
mar ket. Mreover, the finishing industry of Hong Kong
provi des an inducenent to local spinning, weaving and
knitting sub-sectors by finishing yarn and fabrics to be
exported or used in Hong Kong’s cloth making industries.
Hong Kong bleaching, dyeing, printing and finishing
factories, as nentioned in the sanme chapter, can afford
70% of local RMGs textile demand. This is in line with

present concept of backward |inkage as stated earlier.

| n Bangl adesh, however, dying, printing and finishing
i ndustries, as nentioned in section 10.9, have grown very
rapidly during the last few years. But it depends

substantially on inported gray which again involves

additional cost in inport tax, transportation etc.

Moreover, the sub-sector |acks nodern equipnment and
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demanded quality. Again, as the current dyeing facilities
are nostly dependent on inported fabrics, their expandi ng
is not dependent on any of the other sectors inpeding the
backward |inkage growh in those sectors. However, the
recent textile policy of the Governnent envisages that in
Dyeing, Printing, and Finishing sub-sector “new units
wll be set up wth appropriate technology”, *“bonded
war ehouse will be provided until local gray production
can neet the quality and quantity required by the sub-
sector” and “duty on dyes and chemicals wll be

wi t hdr awn” 78 .

Wile we anticipate positive outcones of
these steps, it is obvious, at present, in stage-3 that
finishing industry in Bangladesh is not ready to lend or

i nduce backward or forward |inkage supports to the

rel evant segnents of the textiles and clothing chain.

11.9: STAGE 4--- GRAY FABRI C MAKI NG (VEAVI NG, KNI TTI NG,
L OOVS)

Again, |ooking back at the experience of Hong Kong in

Chapter Nine, textile industry there 1is the nmgjor

supplier to local garnents industry as well as to its

of f-shore clothing set-ups. Again, it is noteworthy that

60% of Hong Kong's textile firnmse are small scale

enploying less than 20 persons. Again, In Thailand, as

178 Azi zur Chowdhury , Qp. Git.
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mentioned in Chapter N ne, broad spectrum of weaving
technology is available but still remains at the |abor-
i ntensive end (80% conpani es use shuttle loons) in which
t echnol ogi es are avai |l abl e gl obal |y. Mor eover ,
Governnent’s control exists on donestic textile capacity
and production since 1978 in which internediate itens are

not allowed to inport.

In the sane chapter, it has been nentioned that Taml
Nadu state government in India is conmtted to various
direct and indirect subsidies to its handl oom sector as
well as ensures the sector’'s forward and backward
i nkages although sone weavers |leave this profession
every year due to low wages. Tam | Nadu Governnent
| aunched devel opment and welfare schenme to prop up the
sector. Again, as a forward linkage to the power |oom
sector Tam | Nanu Governnment is commtted to set up
Garnent Export Parks to produce fabrics to neet the
requi rements of garment exporters’®. Al these instances
apparently lead to strengthen the fabric-naking base to
provide back up support to clothing industries of the

respective countries.

On the other hand, Bangladesh weaving mlls constantly

fall short of production owing to chain |ink shortage of

110



yarn production in spinning sub-sector. As a result, the
country has to inport 3.15 billion neters gray per year
adding tax, transport etc. thereby naking the fabric
expensi ve. Moreover, the sub-sector |acks organization

and coordination as already nentioned in section 10. 6.

Knitting segnent of gray cloth nmaking in Bangladesh is
better than others and the knit gray demand is net by
| ocal producti on. Conversel vy, it has al so sone
difficulties for exanple, as nentioned in section 10.7,
shortage of raw material and working capital, |ack of

nodern facilities for quality production anong others.

Again, the handloom sector, as nentioned in section
10. 3.2 and section 10.8 also faces a lot of difficulties,
al t hough i nvol venent of NGOs appears  prospectful.
Moreover, the shut down of handloom activities has
repercussion to spinning mlls of Bangladesh Textile
MIls Corporations (BTMC), which is evident from the

foll owi ng citation'8:

As a result of the closure of the handl oons, the yarn nmlls of BTMC
are al so being closed. Because the weavers of the handl oomindustry
were the real and main custonmers of the yarn mlls of BTMC. ( B. L)

17 | mportance of Textile Sector in Tam|l Nadu , Op. Ot.

180 « jamdani Exhibition and the State of Handl oom I ndustry”, by Bi noy Barman
The New Nation, a national daily of Bangladesh, 22 Septenber, 2000
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The weavers in handl oom sector face nany problens e.g.
dearth of bank l[oan, narrow marketing facility, |ack of
gover nirent al pat roni zati on anong ot hers. A Tant
Bank( handl oom bank), therefore, is essential to inprove
the lot of the weavers and the industry. Against the
silence of the Governnent in the matter, “the |eaders of
Bangl adesh Sanjukta Tanti Samty (BSTS) with their own

initiatives are working for establishing the Tant Bank

which will be “exclusively devoted to providing the
credit facility for the weaver comunity”. In addition,
sone steps taken by the governnent al so | ooks

constructive which cane out from the Commerce Mnister’s

Yin an interview

di al ogue!®
“This year, we have wthdrawn 2.5 per cent DSC (devel opnent
surcharge) fromtextiles and three per cent advance incone tax. Every
exporter wll benefit from it. W are upgrading our custons
departnent al so”.

182

Agai n, the Jandani Sari production through the

handl oons d so faces sone problem that could be grasped
from the followng excerpt from a news item in an

i nfluential daily?®®3:

“The weavers of Jandani saris demanded resunption of 25 per cent
cash incentive for them in order to run the traditional Jandani
industry efficiently..... But now the handl oom i ndustry, the weavers
conmmunity and the traditional Jandani industry are on the verge of

181 “Mpving ahead with a 'patriotic' agenda”,

http://ww. dail ystarnews. com 199905/ 14/ n9051409. ht m#top Downl oaded on 30
Sept enber, 2000 Features Volunme 2 Nunber 260 Fri. My 14, 1999

182 5ne kind of long , thin, wonen wear popular in South Asian countries
18Revi ving the glory of Jandani, by Shafiqur Rahman Khan, The |ndependent
29 Sept enber, 2000
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coll apse. Due to indecision, wong and unstable policy of the
authorities over the years, the handloom industry has becone a
sector beset with problens. About 42 |akh weaver famlies find
their ancestral profession a hopeless one and are trying to engage
thenmselves in other. It is because of the frustrating condition of
the handl oom sector the country is also becom ng dependent on
foreign cloth....... there has already been started a handl oom credit
program from January 2000 in several villages at Sonargaon of
Nar ayanganj district”.

Now, as envisaged in the recent textile policy, the
governnent of Bangladesh is conmtted to set up “223
nodern weaving units each wth an annual capacity of
producing ten mllion neters”, Handl oom  supervi sed
credit system for long term |oans, necessary training,
various neans of encouragenent and exposure such as

exhi biti ons and conpetitions and so on'®

Due to a large demand-supply gap in Bangladesh, the
weavi ng and knitting sub-sectors require to expand at a
rapid rate. But the problens and difficulties, nentioned
above, need to be addressed efficiently to attain such
objectives. Wile it is encouraging that with increased
i nvestment and nodernized mnmachinery “Bangladesh could
profit greatly” from weaving and knitting sectors, the
present status doesn’'t indicate that it has backward
i nkage potential as envisaged in stage-4 of the Textiles

and cl ot hing chain.

184 Azi zur Chowdhury , Cp. Q't.
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11.10: STAGE 5--- PRODUCTI ON OF YARN THROUGH SPI NNI NG

I n Hong Kong, as nentioned in Chapter N ne, nodern opened
technology is wused in spinning mlls to produce yarn
which is supplied to the local knitting and weaving
industries. In Thailand, stated in the sane chapter,
government policy was to protect lightly capital-
intensive sector resulting in double vyarn production
during last 10 years. Again, in India, 33.93 mllion Ring
Spindles and Open-ended (OE) rotors put together a large
installation for manufacturing “any specification and any
count range” yarn which is boosted up by abundant raw
material available in the country. These instances
denonstrate these countries’ sound yarn production base
capable to satisfy the demand for yarns by the gray-

produci ng firmns.

On the other hand, 38% of spinning machi nes of Bangl adesh
as mentioned in section 10.5, is obsolete. Mreover, the
spi nni ng sub-sector is plagued by high inport duty for
machi nery and parts, technician shortage, power crisis,
shortage of raw materials anong others. The towering gap
between demand and production of vyarn entails nassive
i nports under bonded warehouse facility, which is, again,

flawed by |eakage. The following excerpts provides a
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short and snappy picture of the spinning sub-sector of

Bangl adesh?®®:

“According to a Textile Mnistry report, 11 out of a total 141
spinning nmills now produce export quality vyarn. The country
currently produces a total of 96.5 mllion kg yarn out of tota

demand of 467 mllion kg (donestic need of 186 mllion kg plus
need for yarn in the export-based RMG and knitwear of 281 million
kg). Wiile some 10 percent of export requirenents for yarn are net
from donestic production, the shortfall in domestic requirenents
plus the bulk of the export needs are net through bonded i nports.
However, the domestic industry conplains of the |eakage of bonded
yarn to the local market, which according to industry sources is
count erproductive. Mst of the bonded yarn cones at a | ower price
from India (which protects donmestic producers by keeping raw
cotton prices for donestic mlls around 20 percent cheaper than
the export price of raw cotton); this yarn wins out over |ocal

yarn, especially in the medium count range. As India does not
produce short and |long staple (cotton), the Bangl adesh nills have
conpetitive edge in |ower and higher counts”.

This | eakage, although nentioned counter-productive,
cannot be encouraged in view of the gromh of the |ocal
spinning factories. The price differential between I|ndian
and Bangl adesh yarn, nentioned above, is also reinforced

by the Commerce M nister’s statenent!8:

“They are giving the nobney to real investors, not to sick
i ndustries, at a subsidized rate of interest. The price of yarn in
India is US$ 2.5. Here it is 3.5. W are giving one dollar in cash
i ncentive, so that our people can buy it”.

Again, to prop up backward |inkage activities, in stage-5
i.e. yarn production, FDI or Joint Venture initiatives

are also in progress. As of 04 Decenber 1998, Daewoo, a

Korean conpany, was the first to invest in such backward

185 “ country Conmercial Quide, FY 1999", US Enbassy in Dhaka, Bangl adesh
http://ww.state. gov/ ww about st at e/ busi ness/ com gui des/ 1999/ sa/ bangl a99 05
.html downl oaded on 15 Cctober, 2000

186 “Mpving ahead with a 'patriotic' agenda”, Qp. Gt.
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linkage industry at the extension of Savar EPZ with an

investnment of 27 mllion US dollars to produce yarn, yarn

187

dyeing and sweater Simlarly, State Mnister for

Textiles enbarked on such backward I|inkage activities
wth Italian Entrepreneurs as shown in the follow ng

excer pt 88:

“Since RMG export is largely dependent on inported yarn and
fabrics, Bangladesh has no other alternative but to make all-out
efforts for imediate establishnent of backward-1inkage industries
for t he export-oriented i ndustry, t he state m ni ster
observed...... for doing this, at |least 148 additional spinning mlls
each with 25,000 spindles, and 295 weaving and 280 dyeing cum
finishing units, each with a per annum production capacity of
10,000 nillion nmeter, have to be set up... urged the Italian
entrepreneurs to invest in the Bangladesh's textile sector and
rel ocate their textile industries in Bangl adesh”

Wile these efforts are going on, sone disappointing
pictures are also in place'®®, an example of which is
Bogra (a district of Bangladesh) Cotton and Spinning

MIl s lay-off---a news itemreads as:

‘Bogra Cotton and Spinning mll was established in 1953 at the
northern end of Bogra city. Capital machineries were inmported from
America, Japan and Germany. In addition to the thread and fabrics

making, the mll produced quality blankets ... . jutex cotton
bl ankets ........ . Inability to pay back bank [|oans, shortage of
capital and unprofitability led the mll declare lay-off |eaving
two thousand workers unenployed. In addition, nine other

i ndustrial units at Bogra are closed for a long tinme'.

187 «“\W want FDI, not ODA: Hasina”, The daily Star online archive
(http://wwv dai | yst arnews. conl 199812/ 04/ n8120401. ht m¥#t op

Downl oaded on 30 Septenber, 2000)

188 «Textile mniter calls for Italian investment”

(http://wwmv dai | yst arnews. conl 199904/ 14/ n9041405. ht m Downl oaded on 30
Sept enber, 2000), Business Page, Volune 2 Nunber 233, April 14, 1999

18 The Daily Ittefaq, a national daily of Bangladesh in Bengali, 27

Sept enber, 2000(downl oaded fromits honmepage ww.. ittefaq.comon the sane
date).
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In spite of the country’'s advantage of |ower waste
percentage, |owest power price, |low depreciation and
interest rate, only two factors take away the conparative

advantage of Bangladesh over India and Bangladesh as

bel ow?°:

“Bangl adesh has a |ower waste percentage than all its conpetitors.
Power along with Korea is the cheapest in Bangladesh anpngst all
the yarn producers. The country also has a very |ow depreciation
rate and a fairly low interest rate as well, aided by a |ow
conversion cost as well. However, the price of auxiliary materials
i n Bangl adesh is the highest anong all the yarn producers, as is
the price of raw materials. Due to these two factors Bangl adesh
| oses its conparative advantage over |India and Pakistan”.

It is now clear from the preceding discussions that
Bangl adesh’ s position in stage-5 i.e. yarn production is
severely vulnerable to the disappointing situation as
stated above and it is not in a position to |lend support
to the consecutive stages as predicted in textile and

cl ot hing chain.

11. 11 : STAGE 6---FI BER PRODUCTI ON OR | MPORTS

In Chapter Four enunerates in details the position in
fi ber production of Bangladesh vis-a-vis other |eading
countries (China, US, India, Pakistan, Uzbekistan, Turkey
etc.) from which it is obvious that extensive natura
fi ber production, mainly cotton, is not feasible owing to
grow ng demand for food to feed a gigantic popul ation as

wel | as paucity of cotton growing land. This entails the

190 Azi zur Chowdhury, Cp. Q't.
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massi ve inport (95% of cotton by the spinning sub-sector

of the country.

Australia has, as nentioned in Chapter N ne, strong
conparative advantage in fine wool and cotton but it
cannot exploit this advantage---both of these sides are
attributed to low population. Thus, Australia is not
capable to exploit its fiber advantage in backward
I i nkage chain. Conversely, Japan, Turkey, India, China
etc. are vivid exanples of fiber advantage exploiting

countries in such chain

Japan at beginning of its developing textile industries,
as stated earlier, was net exporter of cotton, which

later transformed into net inporter of cotton'®

“The growt h in Japanese conpetitiveness in textile products reflected
also in Japan's changing role in natural fiber markets. |Its
i nportance as an exporter of raw silk gradually declined and its
importance as an inporter of raw cotton and wool expanded
dramatically during the first half of this century. By the 1950s,
Japan accounted for one-quarter of US cotton exports and one-fifth of
Australian wool exports - and the latter share was two-fifths by the
early 1970s”.

Therefore, Bangl adesh’s conparative disadvantage in
natural fiber doesn't break off the spirit of such

backward |inkage if other segnents of the chain energe as

dynam c and potenti al .

191 I'ntroduction and Summary , Kym Andrson, In: New Silk Road
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Alternately, production of man-made fiber could prove
beneficial for the poor people in the country due to the

fol | owi ng'®%:

“..The clothing needs of the poorer sections of society are better
served by increasing the use of synthetic fibers |ike polyester as
these fabrics are lower in both initial and naintenance costs,
nore durable and nore easily mmintained than pure cotton fabrics.
This is the trend worl dwi de as cotton fabrics are considered to be
primarily for the wealthier sections of society. Therefore,
ensuring the availability of such synthetic fibers at the right
prices is an area that needs attention”.

Unfortunately, this is not feasible, at present, for
Bangl adesh as it involves capital-intensive technol ogy,
which is costly enough to stand against its conparative
advant age of cheap |abor force. Although, at stage-1,
Bangl adesh doesn’t enjoy fiber endowrent, it can neet up
the demand of fibers by highest possible donestic
production despite constraints, and the rest by cheap
inmports of shorter and longer staple in which it has
conparative advantage over India. It my be nentioned
here that |India produces diverse textiles from wde

variety of fibers as enunerated in Chapter N ne.

11.12: OTHER FACTORS | NVOLVI NG THE BACKWARD LI NKAGE
SPIRI T I N BANGLADESH
One of the mmjor hurdles in the way to transform the

backward I|inkage vision into reality is to afford

col ossal ampbunt of fund for which neither Governnent nor

192 | nportance of Textile Sector in Tam | Nadu:
htt p: // wwv. f ocust am | nadu. comitam | nadu/textil e policy. htm
Downloaded on 16 October, 2000.
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entrepreneurs are prepared entirely which could be

grasped fromthe follow ng extract!%:
“The backward 1linkage industries require an investnment of 3
billion dollars - half of which is supposed to cone from

Bangl adesh  gover nnent while the rest hal f from garnent
exporters...But Bangl adesh's garnment manufacturers and exporters
are not in a position to invest 1.5 billion dollars... inviting
foreign investors to conme forward to invest in Bangl adesh..”

On a private sector initiative, mainly by BGVEA, attenpts
have been nade to attract foreign direct investnent (FDI)
from the overseas investors as well as possible
international relocation of industries, for instance,
Italy as stated earlier. It has been added to the above

par agraph, for exanple, that “two foreign conpanies, one

from Canada and another from Taiwan, are wlling to
invest Tk 1 billion in the backward |inkage sector of
garnent industry in Bangl adesh..... enqui red about the

prospects of investnent in fabrics, weaving, dyeing and
printing”. However, these steps are just budding. FDI
inflow depends on the overall investnent climate in a
country, which in Bangladesh is not pleasant so far,
owng chiefly to political turnoil prevailing in the

country.

On an Oficial nove, attenpts have also been nmde to

raise noney from international |ending institutions such

193 “Two foreign cos keen to invest in backward |inkage garnent”, The Daily
Star on-line archieve, Business Page, Volune 2, Nunber 129 Decenber 21, 1998
(http://ww.dail ystarnews. com 199812/ 21/ n8122105. ht n#BODY6) , downl oaded on 30
Sept enber, 2000
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as IFC, ADB as well as through the industrial bonds
pronoting mainly anong the expatriate Bangl adeshis. Asian
Devel opnent Bank President Tadao Chino , a Japanese
nati onal said that “Bangl adesh could use Japanese grant
funds for setting up backward-1inkage industries to feed
its readymade garnent industry” when Finance Mnister of
t he Governnent of Bangl adesh asked for sone investnent by
the ADB to establish backward-Ilinkage industries in

Bangl adesh®%4.

Again, the Finance Mnister is optimstic that “the noney
to be cashed fromindustrial bonds would go for long-term
industrial financing specially for nuch-needed backward

195 These gover nnent

| inkage for apparel sector”
initiatives are also at the beginning stage of operation.
To encourage investnent, entrepreneurs denmand is to slash

the equity portion as stated bel ow!'®:

“Investnment in backward |[|inkage industries, particularly in
conposite mlls is quite large. ... the entrepreneurs will need
equity capital from financial institutions. Currently a 50:50

debt-equity ratio is enforced. To encourage investnent in this
sector the governnent should lower the ratio to a reasonable |evel,
say, 80:20".

194 « ADB chi ef appreciates robust growh despite difficulties. Kibria seeks
funds for RMG backward |inkage industries”. The Daily Star, Downl oaded on 30
Sept enber, 2000. Busi ness Page, Vol une 3 Nunber 215 Tue. April 04, 2000 issue
fromhttp://ww. dai | yst ar news. coni 200004/ 04/ n0040405. ht m

195 «“Bond noney to go for financing apparel sector backward |inkage”, The
Daily Star on-line archive, Business Page, Volume 2 Number 351 Sat. August
14, 1999(http://ww. dai | ystarnews. coni 199908/ 14/ n9081405. ht m#t op  Downl oaded
on 30 Septenber, 2000)
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| nformal paynents, in other words, bribe in the concerned
offices, together wth the formal ones “discourages
entrepreneurs to initiate establishnment of backward
linkage industry in the garments sector” * . This is,
again, related with the entire investnent climte of the
country. Reasonable interest rate for long-termloans is
also a demand of the investors, which, as of Novenber
1999, were “around 12 per cent, the actual cost of fund
to the entrepreneurs anounts to sone 20 to 22 per cent

after various adjustments” %,

This rate seens quite high
which wll di scourage investnent, no doubt. The
di scussion made so far indicates that the progress of

financing the intended backward |inkage industries is

i nsignificant which need to be accel erat ed.

In order to pronote the expansion of the textile industry

in Bangladesh, the governnent is currently providing

numerous incentives. Bonded warehouse facilities allow

export-oriented factories “to inport their raw materials

duty free” 199,

However, the bonded warehouse privileges
have been nmaltreated by leaking inported duty free
materials into the local narket instead of wusing in

export-oriented factories entailing wunfair conpetition

19 “Garnent exports face gl obal conpetion, Backward |inkage industries need
investnent woth Tk 50b”, The Daily Star on-line archieve, O Gt.
197 | bi dem

198 | bi dem
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for |ocal producers. Apparently, this | eakage has
thwarted the growth of |local industries and thereby

dwi ndled the spirit of backward |inkage. Duty Exenption

Dr awback Organi zation (DEDO) allows factories, which do

not take advantage of the bonded warehouse facilities and
inport their raw materials independently, claimthe duty
they paid under DEDO on condition that the finished goods
woul d be exported. This system is nostly applicable for
the dyeing sub-sector of the textile industry. Governnent

provi des 25% export cash incentive to “producers who do

not use their DEDO or the bonded warehouse privilege, and
utilize local materials” ?° for export. Moreover, tax
holiday for five to nine years for new factories, duty
free inportation of raw materials of export in the RMG
avoi dance of double taxation for joint venture projects,
i ncome tax exenption for up to three years for foreign
technicians, duty free inport of capital machinery are
al so provided as incentives to expand textile industries
i n Bangl adesh. While these initiatives appear beneficial
for the inprovenent of the total textiles and clothing
sector, |eakage of material from the bonded warehouse, on

the other hand, seens to be detrinental for the growth of

backward |i nkage industries.

199 Azi zur Chowdhury , COp. Q't.

200 | pj dem
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In view of the continued denonstration by the |abor
unions in the textile mlls against the privatization
process, governnment has enbarked on handing over the
troubled industries to the workers formng conpanies as
per the rules of the country as evident in the follow ng

passage?°!:

“In a bid to appease workers, who are opposed to the government's
privatization and reform processes, the governnent earlier had
decided to offer 100 per cent ownership of the noribund textile
mlls. The Cabinet on January 25 this year short-listed the nine
mlls to hand them over to the workers. Unions of those mlls have
been asked to formrespective conpanies, as per the gazette issued
two days back, to beconme owners”.

Wile this step <conforms to the backward |inkage
initiative in the textile sector, it wuld depend
ultimately on how the workers nanage the vulnerable
conditions of the sick industries. Moreover, Cheap |abor
cost in Bangladesh encourages the establishnent of
backward |inkage industries in the country as would be

revealed in table 11.1:

Table 11.1: Textile industry |abor costs in a few countries
(1995 USD per hour)

West Ger many 24.23
East Ger many 19. 53
us 12.18
UK 11. 60

201« Nakeover of nine textile mills to workers likely by May 1. Govt asks

union leaders to formcos”. The Daily Star Busines page, Volume 3 Nunber 175
Sat. February 19, 2000(downl oaded on 03 Cctober, 2000.
http://ww. dai | yst arnews. conl 200002/ 19/ n0021905. ht m#BCODY2)
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Table 11.1 ( Cont’d)

Hungary 2.37
Mexi co 2.27
Brazi | 1.98
Pol and 1.61
Chi na 0.52
Bangl adesh?®? 0. 43

Source: The Polish Textile and Garnent |ndustry,
http://ww. pai z. gov. pl /textile. htm

Human Resource Developnent is crucial to prop up the
backward |inkage pursuit in the total chain of textiles
and clothing industries of Bangl adesh. Labor productivity
and managerial efficiency nmust be viewed wth high
priority otherwise “equity support and concession in
rates of interest will not be of nuch help”2°. Again, the

gquality of yarn and fabrics should be of high standard,

at least, in parallel with the conpetitors of Bangl adesh,

nanmely, Hong Kong, India, Sri Lanka, and others, as
mentioned earlier. Poland has also devel oped extensive
research and developnent activities in this field. As
mentioned in section 10.19, an institute of fashion
technology is on the way under the aegis of BGVEA. As the
“quality of the product and delivery services, including

mar keting” are supposed to ultinmately determne the
destiny of the clothing exports of the country after 2004,

devel opnment of skills of production workers of the

202 Bangl adesh data has been estimted from Board of Investment (BO) Quide
203 Garnment exports face global conpetion, Qp. Gt.
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spinning mlls, weaving mlls, processing wunits and
garnent factories is indispensable. The country has yet

to do alot in this matter.

Power crisis in Bangladesh, as a part of the overall
infrastructure of the country, energes even nore
destructive to the industrial growh, in general and the
textiles and clothing industries, in particular. The

severity of power shortage and its repercussion on the

textile sector could be perceived from the follow ng

ext ract 2%

“"Many textile industries face up to a 30 per cent production |oss due
to energy shortage, ..... . The industries in the country are allowed to
have their own gas or diesel generators, but due to | ow gas pressure,

many i ndustries in Dhaka and Chittagong have suffered huge production
| osses, despite having ~captive generation capabilities,...This
situation has been further aggravated by the increase in gas tariff. ..
the production costs of yarn and fabric have gone up due to power and
gas tariff increases, creating an uneven conpetition wth the
smuggl ed yarn in the market”.

Mor eover, the buyer countries are broaching “nore and
nmore non-tariff barriers |ike workplace code of conduct,
eco- | abel i ng, human rights and soci al and

205 Government, therefore, in

safety requirenments”
coll aboration with the BGVEA is “planning to shift
garnments factories, which do not neet the safety and

other requirenents, to the garnents village outside Dhaka

204 «BTMA decries gas, power tariff increases, Govt mulls special fund for

backward |inkage”. The Daily Star on-line archive, Business Page , Vol unme 3
Nunber 103 Sun. Decenber 05, 1999 Downl oaded on 30 Septenber, 2000 from

http: //ww. dai | yst arnews. coni 199912/ 05/ n9120505. ht ¥t op

205«RMG i ndustry still in a dilenma to work out post-2005 strategy” by |nam
Ahnmed The Daily Star on-line archive, Business Page, Volunme 3 Nunber 66 Fri.
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so that they can plan their factories there to neet

i nt ernati onal standards”?°,

The idea of ‘garnments village is upright as it conforns
to the spirit of backward |inkage to the clothing export
of Bangl adesh. Again, it requires sui tabl e places at
| ow prices which is difficult to maintain. The condition
of RMG factories inpairing environnment of Dhaka city and
the need for garnents village could be perceived fromthe
fol | owi ng?°”":

..... around 70 bighas of land are needed for a garnments village
conprising at least 50 factories. There should also be access
roads, better comrunications and other facilities I|ike npsque,
club, labor quarters and medical center.... There are 1855 garnents
factories in Dhaka City Corporation area and 356 in Narayanganj
pourasabha. Mdre than 60 per cent of these are located in

residential areas..... About 14 | akh workers of these factories are
also living in the city and in Narayanganj in too unhygienic
condi tion”.

In the nean tinme, Prime Mnister of the country decl ared
special incentives to those garnent manufacturers and
exporters who would “set wup industries in the |ess
devel oped areas of the country”, specially, “northern
region” in view of the recent opening of the Bangabandhu

Januna Bridge?®®. This shifting of garments factories is

Cct ober 29, 1999 (Downl oaded on 30 Septenber, 2000,

http://ww. dai | yst arnews. conl 199910/ 29/ n9102905. ht m#BCODY2)

206 | i dem

207 http://waw dai | ystar news. com 200006/ 18/ n0061805. ht m avai | abl e  2000- 9- 30
The Daily Star, Business Page Volume 3 Nunber 285 Sun. June 18, 2000

208 « BQVEA plans 'garnents villages' to relocate city's factories, PMfor
exclusive 'garnent village' in northern region” The Daily Star on-line
archi ve, Business Page, Volume 2 Nunber 266 Thu. May 20, 1999
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underway and would surely strengthen the country’'s RMSG
product base trouncing the non-tariff barriers raised by

t he buyers.

Agai n, |ooking at technology up gradation in the textile
sector, country is loaded with obsolete machineries, as
menti oned earlier, and |agged behind its neighbor India,
particularly, in view of its large-scale technol ogy

i mport as under 2°°;

“The country's textiles and jute sectors are headed for a tough
conpetition from India, which is reportedly planning a massive
import of technology to nodernize its industries, ...A Cabinet
Committee on Econonmic Affairs (CCEA) |ast week approved the
setting up of a Rs 25,000 crore technology up gradation fund
scheduled to be operative from April 1, 1999..such extensive
noder ni zati on of the Indian industries would nmake it difficult for
Bangl adeshi entrepreneurs in setting up backward |inkage units to
support the country's RMG sector, the top foreign exchange earner
for Bangl adesh”.

As of now, Governnent of Bangladesh has no such
technol ogy updating program other than the initiatives
for procuring special fund for setting up backward

| i nkage i1 ndustries.

The Textile Policy of the Governnent of Bangl adesh,

devised in order to sustain the country’s conpetitiveness

http://ww. dai | ystarnews. com 199905/ 20/ n9052005. ht m#BCDY3 Downl oaded on
2000-9- 30

209 “|ndia allows |arge-scale technology inport, Textile sector heads for
stiff conpetition”. The Daily Star on-line archieve downl oaded on 30

Septenber, 2000. Business Page, volume 2 Nunber 166 January 31, 1999
http://ww:. dai | ystarnews. conl 199901/ 31/ n9013105. ht ¥t op
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in the WO free market by 2005, envisages the “self-
sufficiency in yarn and fabrics to neet the needs of the
RMG i ndustry through backward |inkages and by encouragi ng

investments by private investors” 219

The policy nakes
suggestions to develop the sector such as closer
nmonitoring of |leakage in the market from warehouse,
appoi ntnent of an advisory commttee to represent the
industry to the governnent, inprovenent of research and
conputer technology, nodernizing all sectors of the
industry, tariff rationalization, establishment of 116
new spinning mlls having the capacity of 25,6000

spi ndl es?!'. However, the Textile Policy, as mentioned in

the report??, failed to address a number of issues such

as no schene for financing new factories and projects as
envi saged in the policy, no suggestions for enhancing the
skills of the workforce and engi neers, no suggestions for
“setting up institutions to conduct the technical and
mar keting research needed to upgrade the quality of
Bangl adeshi products” in the global market, no indication
of Bangl adesh's infrastructure devel opnent “such as road,
port, and railway capacities to acconmmpdate i ncreased
imports and exports”, no nention about the paucity |and

as it pose difficulty to build the necessary factories,

210 Azj zur Chowdhury , Qp. O't.

211 | pi dem
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no guideline to address environnmental pollution specially
the affluent treatnment and disposal in the industry, no
plan to solve power crisis and so on?®. Al these flaws
in the textile policy would, no doubt, inpair seriously
t he backward |inkage efforts in the clothing exports of
Bangl adesh. Moreover, snuggling of clothing, especially
“sari”, across the border between Bangl adesh and India
severely ruin the conpetitiveness of the local industry,
thereby dw ndling hope for the expansion of the textile

i ndustry Bangl adesh as envisaged in the backward |inkage

chain in figure 11.1.

11.13 : CONCLUDI NG REMARKS

The discussions made in this chapter clearly show that
backward |inkage industries and related activities are
crucial for the country’s textiles and clothing sector to
survive in the conpetitive post-MA era commencing in
2005. The detailed analysis presented in different stages
of the backward |inkage chain as well as those discussed
as other factors indicate that Bangladesh textiles and
clothing sector, at present, does not have capability to
provi de back up chain support to the country’s clothing
exports due to numerous problenms and difficulties as

enuner ated above. However, in view of the post-MA era in

212 | pj dem
213 | pi dem
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2005, Bangl adesh badly needs to streamine its textiles

and clothing sector with a vision of backward |inkage to

its clothing export in 2005 as well as addressing series

of constraints to the sane as pointed out above.

SUMVARY OF CHAPTER ELEVEN
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This chapter attenpts to scrutinize the prospects of
establishing the backward |inkage industries in the
textiles and clothing sector of Bangladesh through
| ooking at the pertinent factors at different stages of
the chain, as nentioned earlier, enconpassing the likely
experiences of other countries. D scussions, therefore,
i ncorporate concepts of |inkages, the rationale behind
the necessity of backward linkages in the textiles and
clothing industries, conpatibility of standard trade
theory for Bangladesh textile and clothing sector wth
specific exanples, different vertical stages in the chain,
exam ning the horizontal factors |inked to every stage in
t he sector, relevant backward |inkage issues in general

sorting out the possible steps to be taken at every such

st age, anong ot hers.

At stage-1, in view of the global market in clothing
after MA phase-out in 2005, Bangladesh need to find
“mar ket ni che”. At stage 2, decision on ' SAARC
curmul ation' is required i mediately. Mrreover, shortening
| ead period, up-grading the quality of product, separate
authority under direct supervision of the prine mnister
to speed up decision-making for gar nment sector,
establishnent of an Apparel Board, access to credit,
power supply, rule of |law, depoliticization of the |abor

force, continued policy support of the governnent,
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i nproved managenent capacities and excellence in fashion
designing to help local entrepreneurs face the chall enges
of the post 2004 global market etc., are the denmands of
the RMG sector which need inmmediate attention of all

quarters.

Again, working and living condition in the garnents are
really abysmal, as nentioned earlier, even though |ow
| abor cost prevails. Mreover, stock Ilot situation,
Dhaka-Chittagong dual <carriage way, telecomrunication,
banki ng, insurance, custons, port |abor turnmoil, the
nei ghbori ng countries’ deval uati on etc. are t he
unresolved issues posing threat to the prospects of
backward linkage in the sector of the country. Human
rights and environnmental issues, BGQVEA representation in
governnment bodies, lowering bank interest rate, incone
tax free textile products, lifting double insurance
system special bank for export-oriented industries,
textiles park simlar to EPZ etc. are inportant issues
for which country’s RMG sector is not fully prepared that
woul d affect the backward |inkage initiative for the 2005
conpetitive quota free (gl obal trade. Agai n, RMG
factories require relatively inexpensive machinery and
smal l er factory space which is good for this prospects

to bring to reality.
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At stage 3, i.e. finished fabric making, finishing
industry in Bangladesh is not ready to lend or induce
backward or forward |inkage supports to the relevant

segnents of the textiles and clothing chain.

At stage 4 i.e. gray fabric making (weaving, knitting,
| oons), Bangladesh weaving mlls, as nentioned earlier,
constantly fall short of production owing to chain link
shortage of yarn production in spinning sub-sector. The
knit gray demand is net by |ocal production. The handl oom
sector faces a lot of difficulties as stated before.
Moreover, as a result of the closure of the handl oons,
the yarn mlls of BTMC are al so being closed. Because the
weavers of the handl oom industry were the real and nmin
custoners of the yarn mlls of BTMC Present status at
this stage, doesn’t indicate that it has backward |inkage
potential as envisaged in the Textiles and clothing

chai n.

At stage 5, i.e. production of yarn through spinning also
faces problens, for exanple, as nentioned earlier, 38% of
spi nning obsol ete machines, technician shortage, power
crisis, shortage of raw materials, |eakage from warehouse,
closure of mlls, inability to pay back bank | oans,

shortage of capital, non-profitability and so on.
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Agai n, extensive natural fiber production, mainly cotton,
is not feasible owwng to growing denmand for food to feed
a gigantic population as well as paucity of cotton
growi ng |and, already nentioned. The spinning sub-sector
imports  (95% of cotton. Therefore, at st age- 6,
Bangl adesh textile sector is again, not prepared to
provi de back up support as anticipated in the production

chai n.

O her factors involving the backward |inkage industries
in Bangl adesh are: <colossal amount of fund (3 billion
dol | ars), human resource devel opnent, nei ghbori ng
conpetitors of Bangladesh, power crisis , growng non-
tariff barriers 1like workplace code of conduct, eco-
| abel i ng, human rights and soci al and
safety requirenents, flaws in the textile policy etc.
woul d, no doubt, inpair seriously the backward |i nkage
efforts in the clothing exports of Bangladesh. In view of
the post-MA era in 2005, Bangladesh badly needs to
streanline its textiles and clothing sector with backward
linkage to its clothing export in 2005 as well as

addressi ng constraints di scussed above.

CHAPTER TWELVE

135



PCLI CY | MPLI CATI ONS: BACKWARD LINKAGES TO

CLOTH NG EXPORTS OF BANGLADESH

Bangl adesh is a densely popul ated country with around 128
mllion population dwelling in an area of 144,000 square
kil ometers. Cbviously, the demand for food to feed this

gigantic population is very high and farnmers, therefore,

prefer cultivation of rice to cotton. Mreover, cotton
production involves vast area of |and, which the country
cannot afford for obvious reasons. Wol production,
unli ke Australia, is again not suitable as it involves
ext ensi ve pastureland for |anbs to grow and hover around.
Bangl adesh, t herefore, suffers from conparative

di sadvantage in the production of natural fibers.

In spite of these constraints, Bangl adesh  Cotton
Devel opnment Board (BCDB) can undertake intensive study

program on the experiences of the I|eading cotton
producing countries as explained in Chapter Four .
Al though any cotton production program simlar to
Anatolian Project of Turkey is not recomended for
Bangl adesh for dearth of sufficient land required for
this purpose as well as high cost for such project
i npl ementation, the sane mght be examned in a smaller

boundary. Simultaneously, the farnmers mght be induced
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for cultivation of cotton through nultifarious Governnent

i ncentives.

Man-made fiber, on the other hand, involves capital-
intensive high cost technology which is against the
| abor-intensive conparative advantage of Bangl adesh
despite the made-ups from such fibers are suitable for
the poor due to a nunber of reasons nentioned earlier.
Man- made fiber production, at present, is not, therefore,
recommended. Rather, Bangladesh textile and clothing
sector could intensify fiber inports if its yarn and
fabrics production base were expanded greatly in line
with the backward |inkage spirit as envisaged in the
textiles and clothing chain in figure 11.1. Textiles and
clothing history of Japan, once giant in East Asia,
suggests such steps as it, already nentioned, from net
exporter of natural fibers at first, enmerged as the net
inporter at last as the yarn and fabric production

expanded.

The suggested strategy at stage-6 (see figure 11.1) would
be to donestically produce natural fiber as nuch as
possi bl e abreast enhanced inports to neet the magnified
consunption of fiber as predicted in the backward |inkage

string.
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Regardi ng the yarn production (Stage-5), Bangl adesh coul d
look into the experiences of Hong Kong, Thailand and
India as nentioned in section 11.9 despite their matured
status in the same. Moreover, sick and losing public
sector spinning mlls should inmediately be handed over
to private sector or conpanies under workers’ union
retaining stringent governnent control to stand by those

install ations in need.

In view of the neighboring country India s massive
technol ogi cal up gradation and conparative advantage in
medi um count range yarn as well as the continued subsidy
in raw material (cotton) by both India and Pakistan, it
is really very difficult to sustain in yarn market for
Bangl adesh while it has conparative disadvantage in the
sanme. Even after such constraints, some studies reveal ed
that conparative advantage in shorter and |onger count
yarn production over India, cheap labor and |ow power
price, inter alia, take effect in favor of Bangl adesh's
yarn production over both India and Pakistan which, in
turn, is off-set by the total anmount of production by
t hese nei ghbors. At stage-5, Bangl adesh, therefore, m ght
take on an strategy of concurrent actions in: sealing
| eakage in bonded warehouse and cross border snuggling

yarn with sinmultaneous governnent subsidy in donestic
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yarn, as in place now, to counter the neighbors’ subsidy
in raw materials; lowering inport tax for spinning
machinery to facilitate supplanting obsol ete equipnents;
sticking to shorter and l|onger counts yarn production in
whi ch Bangl adesh has conparative advantage over |India;
reducing fuel price for spinning mlls’ private power
generation in view of the country’ s continued power

crisis; stinmulate joint venture production, anong ot hers.

Agai n, in stage-4, Bangl adesh could look at the
experiences of Hong Kong, Thailand and, particularly,
India as stated in section 11.8. In India, as a whole
and Tam | Nadu, in particular, the handloom and power
| oom fabrics weaving have enornous potential. Government
patroni zati on persists strongly there while the handl oom
sector of Bangl adesh beset with nunerous difficulties as
explained earlier. It can assist satisfy the demand of
| owincone population in the country. Moreover, this
sector has attained export quality fabric production
t hrough the invol venrent of NGOs such as BRAC and G ameen
Bank. Continued NGOs involvenent in this sector is highly
recomrended. Knitting fabric production is relatively
better in Bangl adesh despite shortage of working capita
and raw material while the weaving mlls face shortage of
raw materials, as yarn production is inadequate in the

country. Again, if the handloons were in well operation
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these would raise the demand of yarn produced by

Bangl adesh Textile MIIs Association (BTMA).

At stage-3, dyeing, printing and finishing factories are
depended nostly on inported ‘gray’, which maght be
suppl anted by donestically produced ‘gray’ if its quality
were enhanced. An strategy, at this stage, would,
therefore, be to provide incentives for higher quality
donestic ‘gray’ production to extend back up support to

the finishing industries abreast gradual trim down of

incentives to inported ‘gray’.

At stage-2, participation in SAARC cunul ation should be
withdrawn if it is not nuch beneficial because the fabric
inmported from other SAARC countries inpairs the donestic
fabric production or a provision could be rmade to all ow
such inmport in a limted quantity. Al other flaws
poi nted out in section 11.7 should be addressed
efficiently. Again, Bangladesh need, at stage-1, to adopt
mar ket-driven strategy as stated in section 11.6 for
which the sector should make extensive market research
program under the aegis of the Advisory Comrittee to the
Governnment in Textiles and clothing as envisaged in
Textile Policy of the Governnment of Bangladesh. Market
segnents could be explored in SEA and EA as well as other

countries, which is extrenely inportant in view of the
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confi ned Bangl adesh RMG market in the EU and the US, at

present .

As international awareness about the environnmental and
humani tarian issues is increasing day by day, Bangl adesh
Governnent, BGVEA, BTMA and all other concerned should
ook into these matters very seriously. The steps taken
with regard to the elimnation of <child Ilabor and
shifting RMc factories to outside capital Dhaka are
surely appreciable steps, al though a ot remai ns
unresol ved. In view of the opening of Bangabandhu Jamuna
Bridge, a gateway to Northern Region of the country,
setting up of Textiles and clothing industries in this
region along wth proper infrastructural support is
strongly recomended because this approach could pave the

way towards country’s total industrialization eventually.

Again, it 1is interesting to observe that East Asian
countries experienced the rise and fall in the relative
i nportance of Textiles and clothing industries in a
si nusoidal fashion in the twentieth century, as envi saged
in the Standard Trade Theory outlined in section 11.4,
with a marked shift in conparative advantage from | abor -

intensive to capital-intensive production.
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Devel oped Japan EA NI Cs Chi na, Thail and
ur ope

Japan EA NI Cs Chi na, Thail and
(1st generation) (2nd generati on) (3rd generation)
Figure 12.1 : Rise and fall in comparative advantage in textiles and

clothing in East Asia

These East Asian countries could be nodels for Bangl adesh
in textiles and clothing and it is not exaggeration that
Bangl adesh would be “a new generation” in South Asia
despite presence potential neighbors, particularly, India.
On the other hand, Bangladesh could exploit Turkey's
experience, specially the home textiles side, which is a
rising force in textiles and clothing, in Europe in

recent years.

Agai n, Bangl adesh textiles and clothing sector could tap
the relocation of production base by the NICs in East
Asia as well as other matured countries in this sectors
as these countries, perhaps, would go for high quality-
hi gh technol ogy-high price clothing production and find
of f-shore production base for sinple itens, specifically

in the post-MFA era in 2005.
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Al  other deficiencies and drawbacks pointed out in
Chapter Ten & Eleven for the textiles and clothing sector
of Bangl adesh deserve careful attention for the effective
backward |inkage support to the clothing export of
Bangl adesh in the post-MFA era in 2005. Si ncere
cooperation of all quarters can assist elimnate the

proliferated constraints, no doubt.
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SUMMARY OF CHAPTER TWELVE

In this chapter, sone inplications has been laid down to
expedite establishment of such backward |inkage chain at
every stage. Moreover, it also indicates that the
prospects of Bangl adesh textiles and clothing sector to
energe as ‘a new generation’ in South Asia, despite
presence of potential neighbors in this sector, not
unlikely, specially in view of the rise and fall of the
conparative advant ages in textiles and cl ot hi ng

i ndustries in East Asian countries.
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APPENDI X- A

| mported commodity groups (arranged in descending
Order of price)

HS COVMMODI TI ES JULY/ 91 TO JULY/ 90 TO
CODE JUNE/ 92 VALUE JUNE/ 91 VALUE
(in Taka) (in Taka)

TOTAL | MPORT 132, 755,972, 744 111, 876, 843, 031

27 M neral fuel/oil/pdct mneral 16, 259, 965, 931 12, 925, 644, 410
wax
84 Nucl ear reactor boiler mach & 11, 958, 417, 400 11, 570, 535, 890
part
52 Cotton 11, 799, 289, 155 8,530, 672,526
85 El ectrical machinery equi pnment 9, 730, 105, 854 6, 860, 721, 663
part
15 Animal /veg fat/oil, edible fat, 7,736,271, 664 4,529,572, 737
wax
55 Man- made staple fibers 7,483, 393,071 5, 880, 201, 311
10 Cereal s 7,108, 906, 931 7,504, 414, 460
25 Sal t sul phur earth/stone/cenent 5,432,622, 056 5,012, 676, 639
72 Iron and steel 4,792,743, 405 4,424,187, 413
54 Man- made fil anments 4,781, 762,572 4,262,947, 997
31 Fertiliser 4,344,195, 365 1,588, 679, 888
39 Plastics and articles thereof 3,487, 801, 057 2,939, 010, 167
73 Articles of iron or steel 2,787,772, 615 3,473, 362, 065
4 Di ary produce, bird egg, 2,733,513, 128 2,793,182, 945
natural honey
29 Organic chem cal s 2,192,003, 508 1, 883, 201, 166
12 O | seeds & ol eagenous fruits 1, 996, 908, 746 773,313,720
87 Vehi cles other than rail/tram 1, 883, 480, 043 2,518, 675, 359
parts
28 I norgan chemni cal /organ inorgan 1, 759, 591, 584 1,289,941, 976
conp
7 Edi bl e vegetabl es and certain 1, 630, 377, 759 1, 489, 986, 779
roots & tubers
48 Paper/ paperboard article paper 1,592, 849, 280 1, 469, 406, 665
pul p
60 Knitted or crocheted fabric 1,576, 625, 410 819, 829, 753
58 Speci al woven tuft tex fbric 1,497, 657, 306 1, 220, 415, 841
trimng
9 Coffee, tea, mate & spices 1, 453, 683, 452 782,524, 348
90 Critical, photo, cinema surgical 1, 393, 715, 363 1, 464, 270, 414
apts
96 M scel | aneous manuf act ured 1, 265, 957, 753 990, 709, 342
articles
32 Tanni ng/ dyi ng extrct dye 1, 249, 883, 589 1, 120, 237, 089
pi gnment etc.
38 M scel | aneous chem cal products 1,174,041, 993 1,177,552,525
40 Rubber and articles thereof 1,171,171, 280 1, 325,271, 878
76 Al um nium and articles thereof 1, 085, 070, 582 1, 224, 868, 290
30 Phar maceuti cal products 983, 309, 979 949, 294, 696
89 Shi ps boat & floating 789, 391, 840 2,285,116, 135
structures
59 | mpregnto coat covr Imnato tex 741, 052, 874 318, 788, 932
fab
79 Zinc and articles thereof 718,072,721 670, 555, 455
37 Phot ogr aphi ¢/ ci nemat ogr aphi c 497, 301, 733 331, 726, 876
goods
8 Edi ble fruits, nuts, peels, 495, 003, 123 367, 659, 191
citrus fruit
86 Rail/tram | ocomotive, rollg 372,799, 131 221,577, 696
stok etc.
74 Copper and articles thereof 370, 381, 017 220, 654, 203
24 Tobacco/ manuf act ured t obacco 358, 648, 896 136, 751, 460
19 Prep of creal/flour/starch/mlk 317,767,574 346, 543, 092
70 G ass and gl asswar e 309, 750, 043 286, 785, 344
63 Made up tex article worn cloth 309, 494, 419 234,247, 753
rag
47 Pul p wood/ fibrous cellulosic 259, 363, 185 226, 282, 203
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APPENDI X- A ( Cont’ d)

nrli

44

49

61

22
53

95

82

98

21

17
33

42

83

34

69
68

35

50
56

11

2
51

94

13

78
64

71

36

Wood/ articles of wood; wood
char coa

Printed books newspapers,

pi ctures

Artc apprl cloth accessor

kni t/crocht

Beverages, spirits & vinegar
Vege tex fibr othe papr yrn &
fbric

Toy gane sports requisit part
acsr

Tool cutlry spoon base netal &
part

Goods & conmodity not inc

el sewhere

M scel | aneous edi bl e
preparations

Sugars and sugar confectionery
Essential oil perfumery toilet
prep

Article | eather saddlery and
har nes

M scel | aneous article of base
met a

Soap, organic surface active
agents

Ceram c products

Article stone plaster cenent
mca etc

Al bum noi dal subs starch gl ue
enzym

Silk

Wacong felt spl yrn twin cordge
etc.

Products of the mlling

i ndustry

Meat and edi ble meat offa

Wool fine/coarse aninmal hair &
fabric

Furniture, bedding, mattresses
etc.

Tin and articles thereof

Cl ock & watch and parts thereof
Base netal other cernet article
Artcl apparl cloth accessor
n-knitd

Lac gunms, resins, veg

saps/ extracts

Lead and articles thereof
Footwear, gaiter and |ike
parts

Naturl/cul tured pearl, precious
stone

Expl osi ve pyrotechnic pdt match
etc.

Products of animal origin

Ni ckel and articles thereof
Cres slag and ash

Raw hi des and skins & | eather
Aircraft spacecraft parts

t her eof

Arms & amunition, parts &
accesor

Manuf acture of straw

Resi due food indus try prep
Prep veg, fruit, nut/plant
parts

Cork and articles of cork
Furskins/artificial fur
manuf act ure

Cocoa and cocoa preparations
Live animals

Musi cal instrunent,
part/accessory
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230, 442,728
224,293, 096
209, 885, 408

182,873, 598
170, 954, 643

163, 682, 508
147,827,099
131, 886, 066
125, 661, 150

113, 694, 532
112, 039, 496

110, 288, 826
105, 830, 199
71,032, 689

70,278,016
58, 767, 858

57,898, 761

54,187, 272
51, 456, 311

47,867, 983

44,958, 365
40, 755, 985

36, 948, 093

34, 035, 510
32,917,578
31, 524, 5983
26, 937, 006

25, 426, 812

24,651, 445
23,481, 516

18, 768, 797
15,711, 916

10, 763, 260
10, 205, 357
8,711,727
8, 559, 322
8, 345, 583

7,719, 255

7,379,953
6,702, 486
4,844,762

3,454, 951
2,841, 318

2,805, 164
1,093, 830
1, 006, 544

317, 544, 604
260, 896, 276
280, 167, 450

115,592, 433
106, 385, 619

95, 357, 945
188, 050, 913
167, 785, 655
149, 068, 088

375,587, 165
74,304, 409

99, 788, 045
114,347,786
94, 033, 664

132,313,719
78,166, 127

66, 633, 716

43, 433, 166
58,538, 498

56, 607, 903

63, 687, 066
33, 543, 360

69, 403, 418

34,729, 762
48, 985, 577
21, 939, 957
16, 861, 605

18, 264, 923

39, 434, 059
8,129, 475

8,577,915
9, 452, 230

10, 604, 528
8,325, 123
7,749, 649

19, 802, 534

83,977,193

21, 391, 538

8,917, 365
1,789, 030

10, 789, 103
239, 787

2,372,294
4,630, 132
638, 793
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65
67

3

16
66

14
57
6

97

Headgear and parts thereof

Prepared feather & down &
article

Fi sh- crustacean, molusc ot her
aquatic

Preparations of neat/fish etc.
Urbrella sun unmbrella walk
stick etc.

Veg plaiting matrl, veg product
nec

Carpet other textile floor
covering

Live trees, plants, bulbs,
roots, etc.

Work art collector piece &
anti que

436, 037
412, 548

407, 141

361, 291
185, 833
63, 906

3,159

318, 800
126, 351

1, 450, 308

401, 667
135, 325

293, 157
2,916,722

362, 803

Source: Technobangl a home?“.

214

been

http://ww.t echbangl a. or g/t echbangl a/ | nport Export/BDI nports/ | npG B. ht
downl oaded on Cctober 14,2000. The

collected from " Foreign Tr

informati on contai ned

ade

Statistics of

in this table has
Bangl adesh 90-91",

published in 1994, Dhaka
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APPENDI X-B : Cotton Production, Supply and Distribution
by Country My 2000/01 (1,000 Metric Tons)

Beg. Total Dom. Ending

Stocks Prod. Imports Supply Use Loss* Exports Stocks
Afghanistan 3 19 0 21 15 0 3 3
Albania 12 0 7 19 8 0 0 12
Algeria 5 0 28 33 28 0 0 5
Angola 2 4 0 6 3 0 1 2
Argentina 79 201 4 285 98 2 109 76
Armenia, Rep. 0 0 1 2 1 0 0 0
Australia 412 718 0 1,130 44 (22) 697 412
Austria 6 0 27 33 27 0 0 6
Azerbaijan;
Republic of 23 33 0 56 9 0 24 23
Bangladesh 20 14 185 219 196 0 0 23
Belarus 1 0 8 9 7 0 1 1
Belgium-Lux. 6 0 54 60 41 0 13 6
Benin 43 142 0 184 2 0 139 43
Bolivia 4 4 0 8 2 0 2 4
Brazil 340 806 239 1,385 947 0 82 356
Bulgaria 4 7 15 26 22 0 0 4
Burkina 21 114 0 135 1 0 113 21
Burma 9 44 0 53 37 0 7 10
Cambodia 0 0 1 1 1 0 0 0
Cameroon 19 71 0 89 10 0 61 19
Canada 5 0 76 81 76 0 0 5
Cen. African
Rep. 2 9 0 11 1 0 8 2
Chad 16 65 0 81 3 0 62 16
Chile 4 0 17 22 17 0 0 4
China 3,256 3,919 152 7,327 4,899 0 152 2,276
Colombia 19 35 35 89 67 0 2 19
CostaRica 3 1 2 6 3 0 0 3
Cote d"Ivoire 65 142 0 206 22 0 125 59
Cuba 2 0 9 11 10 0 0 1
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(Appendi x- B Cont i nued)

Cyprus 0
Czech
Republic 14

Denmark 1

Dominican
Rep. 0

Ecuador 8
Egypt 88
El Salvador 7
Estonia 3
Ethiopia 5
Finland 1
France 22

Georgia,
Rep. 1

Germany 16
Ghana 4
Greece 147
Guatemala 7
Haiti 2
Honduras 1

Hong
Kong 22

Hungary 5
India 1,075

Indo
-nesia 58

Iran 34
Iraq 6
Ireland 1
Israel 10
ltaly 27
Japan 66
Kaza-
khstan,
Rep. 15

Kenya 9

Korea,
North 7

0

0

15

414

2,591

142

87

56

22

44

28

30

114

158

111

15

261

457

13

316

250

23

70

34
316
36
33

24

136

174
22
565

38

133
20

3,927

518
175

28

32
343

316

102

23

30

150

49

26
174
28
26

20

106

147
15
155

32

93
15

2,918

446
136

22

11
305

250

17

13

24

13

250

19

11

65

22

13

149

22

999

60

34

30

66

19

10



(Appendi x- B Cont i nued)

Korea,

South 93 0
Kyrgyz

-stan,

Rep. 4 28
Latvia 3 0
Lebanon 1 0
Lithuania 2 0
Mada

-gascar 3 13
Malawi 1 7
Malay-

sia 14 0
Mali 54 109
Mexico 93 78
Moldova,

Rep. 2 0
Morocco 6 0
Mozam

-bique 8 16
Nether

-lands 1 0
Nica

-ragua O 2
Niger 1 1
Nigeria 31 60
Norway 2 0
Pakistan 574 1,807
Panama 0O 0
Paraguay 12 120
Peru 13 40
Philippines 20 0
Poland 4 0
Portugal 33 0
Romania 16 0
Russia 37 0
Senegal 3 9

305

22

22

87

457

46

15

33

37

54

53

158

24

359

398

32

25

24

16

101
163

629

52

25

106

2,414

132
91
75
57

191
40

397

12

151

305

10

15

13

87

501

46

52

1,742

10
70
50
52
152
27

348

19

15

131

22

17

22

131

103

86

14

29

101

32

536

19

13

25

38

12

48



(Appendi x- B Cont i nued)

Singapore 2 0 12 14 0 0 12 2
Slovakia 6 0 14 20 13 0 2 5
Somalia 0 2 1 3 3 0 0 0
South

Africa 16 35 44 94 76 0 7 12
Spain 43 98 60 201 111 0 46 44
Sri Lanka 3 1 8 12 9 0 0 3
Sudan 12 54 0 67 13 0 38 15
Sweden 2 0 5 7 5 0 0 2
Switzer

-land 13 0 33 46 33 0 1 12
Syria 96 370 0 467 120 0 229 118
Taiwan 75 0 223 299 250 0 1 47
Tajikis

-tan, Rep.17 98 0 115 20 0 78 17
Tanzania 15 40 0 55 11 0 27 17
Thailand 91 7 354 451 348 10 0 93
Togo 19 54 0 73 3 0 52 18
Tunisia 9 2 26 38 28 0 0 9
Turkey 180 806 403 1,388 1,197 0 39 152
Turkmen

-istan 140 207 0 347 76 0 152 118
Uganda 6 24 0 30 2 0 22 6
Ukraine 14 0 33 47 11 0 22 14
United

Kingdom 4 0 23 27 23 0 0 4
United

States 854 3,788 16 4,658 2,155 1) 1,655 849
Uruguay 1 0 2 3 2 0 0 1
Uzbe

-kistan,

Rep. 182 936 1 1,120 196 0 784 140
Vene

-zuela 4 11 35 50 44 0 1

5

Vietham 16 9 76 102 85 0 0 17
Yemen 1 14 0 15 5 0 9 1
Yugo

-slavia 12 0 22 34 22 0 0 12
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(Appendi x- B Cont i nued)

Zaire 1 3 3 8 7 0 0 1
Zambia 11 22 0 33 14 0 10 9
Zimbabwe 43 147 0 190 38 3 98 50
World

Total 8,960 18,862 5,916 33,738 20,087 37 5,845 7,770

Source : USDA /FAS, Decenber, 2000 report
http://ww. fas. usda. gov/cotton/circul ar/2000/2012/toc. htm
downl oaded on 17 Decenber, 2000

* Loss for countries outside of the United States reflects cotton lost or destroyed
while in the marketing channel. For the United States, |oss reflects the difference
bet ween stocks as reported by the Bureau of the Census and inplicit stocks based on
supply plus total use. A negative "loss" is a positive number.
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APPENDI X- C

AGREEMENT ON TEXTI LES AND CLOTHI NG ( ATC) UNDER WIO

Menber s,
Recalling that Mnisters agreed at Punta del Este that "negotiations
in the area of textiles and clothing shall aim to formulate

nodalities that would pernmit the eventual integration of this sector
into GATT on the basis of strengthened GATT rules and disciplines,
thereby also contributing to the objective of further liberalization
of trade";

Recalling also that in the April 1989 Decision of the Trade
Negoti ations Conmittee it was agreed that the process of integration
should commence following the conclusion of the Uruguay Round of
Mul til ateral Trade Negotiations and should be progressive in
character;

Recalling further that it was agreed that special treatnment should be
accorded to the | east-devel oped country Menbers;

Her eby agree as foll ows:
Article 1

1. This Agreenent sets out provisions to be applied by Menbers
during a transition period for the integration of the textiles and
clothing sector into GATT 1994.

2. Menbers agree to use the provisions of paragraph 18 of Article
2 and paragraph 6(b) of Article 6 in such a way as to permt
meani ngf ul increases in access possibilities for small suppliers and
the devel opment of commercially significant tradi ng opportunities for
new entrants in the field of textiles and clothing trade. 215

3. Menmbers shall have due regard to the situation of those Menbers
whi ch have not accepted the Protocols extending the Arrangenment
Regarding International Trade in Textiles (referred to in this
Agreement as the "MFA") since 1986 and, to the extent possible, shal
afford them special treatnent in applying the provisions of this
Agr eenent .

4, Menmbers agree that the particular interests of the cotton-
produci ng exporting Menbers should, in consultation with them be
reflected in the inplenentation of the provisions of this Agreement.

5. In order to facilitate the integration of the textiles and
clothing sector into GATT 1994, Menbers should allow for continuous
aut ononmous industrial adjustnent and increased conpetition in their
mar ket s.

215Tg the extent possible, exports from a |east-devel oped country Member may
al so benefit fromthis provision.
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6. Unl ess otherwise provided in this Agreenent, its provisions
shall not affect the rights and obligations of Menbers under the
provi sions of the WIO Agreenent and the Miultil ateral Trade Agreenents.

7. The textile and clothing products to which this Agreenent
applies are set out in the Annex.

Article 2

1. Al quantitative restrictions wthin bilateral agreenents
mai nt ai ned under Article 4 or notified under Article 7 or 8 of the
MFA in force on the day before the entry into force of the WO
Agreenent shall, within 60 days followi ng such entry into force, be
notified in detail, including the restraint |levels, growh rates and
flexibility provisions, by the Menbers nmintaining such restrictions
to the Textiles Mnitoring Body provided for in Article 8 (referred
to in this Agreement as the "TMB"). Menbers agree that as of the
date of entry into force of the WIO Agreenent, all such restrictions
mai nt ai ned between GATT 1947 contracting parties, and in place on the
day before such entry into force, shall be governed by the provisions
of this Agreement.

2. The TMB shall circulate these notifications to all Menbers for
their information. It is open to any Menber to bring to the
attention of the TMB, wthin 60 days of the circulation of the
notifications, any observations it deens appropriate with regard to
such notifications. Such observations shall be circulated to the
ot her Menbers  for their i nformation. The TMB may  nake
recommendati ons, as appropriate, to the Menbers concerned.

3. When the 12-nonth period of restrictions to be notified under
paragraph 1 does not coincide with the 12-nonth period inmediately
preceding the date of entry into force of the WO Agreenent, the
Menbers concerned should nutually agree on arrangenents to bring the
period of restrictions into line with the agreenent year 216, and to
establish notional base levels of such restrictions in order to
i mpl enent the provisions of this Article. Concerned Menbers agree to
enter into consultations promptly wupon request with a view to
reaching such nutual agreenent. Any such arrangenents shall take
into account, inter alia, seasonal patterns of shipnents in recent
years. The results of these consultations shall be notified to the
TMB, which shall nake such recomendations as it deens appropriate to
t he Menbers concer ned.

4, The restrictions notified under paragraph 1 shall be deened to
constitute the totality of such restrictions applied by the
respective Menmbers on the day before the entry into force of the WO
Agreenent. No new restrictions in terns of products or Menbers shal
be introduced except under the provisions of this Agreenent or
rel evant GATT 1994 provisions. 217 Restrictions not notified within
60 days of the date of entry into force of the WIO Agreenment shall be
term nated forthwth.

218The "agreement year" is defined to nmean a 12-nonth period beginning from
the date of entry into force of the WO Agreenent and at the subsequent 12-
nonth interval s.

217 The relevant GATT 1994 provisions shall not include Article XIX in

respect of products not yet integrated into GATT 1994, except as specifically
provided in paragraph 3 of the Annex.
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5. Any unil ateral neasure taken under Article 3 of the MA prior
to the date of entry into force of the WIO Agreenent may remain in
effect for the duration specified therein, but not exceeding
12 nmonths, if it has been reviewed by the Textiles Surveillance Body
(referred to in this Agreenent as the "TSB") established under the
MFA.  Shoul d the TSB not have had the opportunity to review any such
uni |l ateral neasure, it shall be reviewed by the TMB in accordance
with the rules and procedures governing Article 3 neasures under the
MFA. Any neasure applied under an MFA Article 4 agreenment prior to
the date of entry into force of the WO Agreenent that is the subject
of a dispute which the TSB has not had the opportunity to review
shall also be reviewed by the TMB in accordance with the M-A rules
and procedures applicable for such a review.

6. On the date of entry into force of the WO Agreenent, each
Menber shall integrate into GATT 1994 products which accounted for
not less than 16 per cent of the total volume of the Menber’s 1990
imports of the products in the Annex, in terms of HS lines or
cat egori es. The products to be integrated shall enconpass products
from each of the follow ng four groups: tops and yarns, fabrics,
made-up textile products, and cl othing.

7. Full details of the actions to be taken pursuant to paragraph 6
shall be notified by the Menbers concerned according to the
fol | owi ng:

(a) Menbers maintaining restrictions falling under paragraph
1 undertake, notw thstanding the date of entry into force of the WO
Agreenment, to notify such details to the GATT Secretariat not |ater
than the date determi ned by the Mnisterial Decision of 15 April 1994.
The GATT Secretariat shall pronmptly circulate these notifications to
the other participants for information. These notifications will be
made available to the TMB, when established, for the purposes of
par agr aph 21;

(b) Menbers which have, pursuant to paragraph 1 of Article 6,
retained the right to use the provisions of Article 6, shall notify
such details to the TMB not later than 60 days follow ng the date of
entry into force of the WO Agreenent, or, in the case of those
Menbers covered by paragraph 3 of Article 1, not later than at the
end of the 12th nmonth that the WIO Agreement is in effect. The TMB
shall circulate these notifications to the other Menbers for
i nformati on and review them as provided in paragraph 21.

8. The renmining products, i.e. the products not integrated into
GATT 1994 wunder paragraph 6, shall be integrated, in terms of HS
lines or categories, in three stages, as follows:

(a) on the first day of the 37th nonth that the WO Agreenent
is in effect, products which accounted for not |less than 17 per cent
of the total volune of the Menber’s 1990 inports of the products in
the Annex. The products to be integrated by the Menbers shall
enconpass products from each of the follow ng four groups: tops and
yarns, fabrics, made-up textile products, and cl othing;

(b) on the first day of the 85th nonth that the WO Agreenent
is in effect, products which accounted for not |ess than 18 per cent
of the total volume of the Menber’s 1990 inports of the products in
the Annex. The products to be integrated by the Menbers shall
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enconpass products from each of the follow ng four groups: tops and
yarns, fabrics, made-up textile products, and cl ot hing;

(c) on the first day of the 121st nonth that the WO
Agreenent is in effect, the textiles and clothing sector shall stand
integrated into GATT 1994, all restrictions under this Agreenment
havi ng been el ini nated.

9. Menbers which have notified, pursuant to paragraph 1 of
Article 6, their intention not to retain the right to use the
provi sions of Article 6 shall, for the purposes of this Agreenent, be

deened to have integrated their textiles and clothing products into
GATT 1994. Such Menbers shall, therefore, be exenpted from conplying
with the provisions of paragraphs 6 to 8 and 11.

10. Nothing in this Agreenent shall prevent a Menber which has
submitted an integration programme pursuant to paragraph 6 or 8 from
integrating products into GATT 1994 earlier than provided for in such
a programe. However, any such integration of products shall take
effect at the beginning of an agreenment year, and details shall be
notified to the TMB at least three nonths prior thereto for
circulation to all Menbers.

11. The respective programmes of integration, in pursuance of
paragraph 8, shall be notified in detail to the TMB at least 12
nmont hs before their coming into effect, and circulated by the TMB to
al |l Menbers.

12. The base levels of the restrictions on the renmining products,
mentioned in paragraph 8, shall be the restraint levels referred to
i n paragraph 1.

13. During Stage 1 of this Agreenent (from the date of entry into
force of the WO Agreenent to the 36th nonth that it is in effect,
inclusive) the level of each restriction under MA bilatera
agreenents in force for the 12-nonth period prior to the date of
entry into force of the WO Agreenment shall be increased annually by
not less than the growh rate established for the respective
restrictions, increased by 16 per cent.

14. Except where the Council for Trade in Goods or the Dispute
Settl enment Body decides otherw se under paragraph 12 of Article 8,
the level of each renmaining restriction shall be increased annually
during subsequent stages of this Agreement by not |ess than the

fol | owi ng:
(a) for Stage 2 (fromthe 37th to the 84th nmonth that the WO
Agreement is in effect, inclusive), the growh rate for the

respective restrictions during Stage 1, increased by 25 per cent;

(b) for Stage 3 (from the 85th to the 120th nonth that the
WO Agreenment is in effect, inclusive), the growh rate for the
respective restrictions during Stage 2, increased by 27 per cent.

15. Nothing in this Agreenment shall prevent a Menber from
elimnating any restriction maintained pursuant to this Article,
effective at the beginning of any agreenent year during the
transition period, provided the exporting Menmber concerned and the
TMB are notified at |east three nmonths prior to the elimnation

comng into effect. The period for prior notification my be
shortened to 30 days with the agreement of the restrained Menber.
The TMB shall circulate such notifications to all Menbers. In

considering the elimnation of restrictions as envisaged in this
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paragraph, the Menbers concerned shall take into account the
treatment of simlar exports from other Menbers.

16. Flexibility provisions, i.e. swing, carryover and carry forward,
applicable to all restrictions naintained pursuant to this Article,
shall be the sanme as those provided for in M-A bilateral agreenents
for the 12-nmonth period prior to the entry into force of the WO
Agr eenent . No quantitative limts shall be placed or naintained on
t he conbi ned use of swing, carryover and carry forward.

17. Admi nistrative arrangenents, as deenmed necessary in relation to
the inplenentation of any provision of this Article, shall be a
matter for agreenent between the Menbers concerned. Any such

arrangenents shall be notified to the TMB.

18. As regards those Menbers whose exports are subject to
restrictions on the day before the entry into force of the WO
Agreenment and whose restrictions represent 1.2 per cent or |ess of
the total volume of the restrictions applied by an inporting Menber
as of 31 Decenber 1991 and notified under this Article, meaningful
i mprovenment in access for their exports shall be provided, at the
entry into force of the WIO Agreenent and for the duration of this
Agreenent, through advancement by one stage of the growth rates set
out in paragraphs 13 and 14, or through at |east equival ent changes
as may be mutually agreed with respect to a different mx of base
I evels, growth and flexibility provisions. Such inprovenments shall
be notified to the TMB.

19. In any case, during the duration of this Agreenent, in which a
saf equard nmeasure is initiated by a Menber under Article Xl X of GATT
1994 in respect of a particular product during a period of one year
i medi ately following the integration of that product into GATT 1994
in accordance with the provisions of this Article, the provisions of
Article XIX, as interpreted by the Agreenent on Safeguards, will
apply, save as set out in paragraph 20.

20. Where such a neasure is applied using non-tariff means, the
i nporting Member concerned shall apply the nmeasure in a manner as set

forth in paragraph 2(d) of Article XIIl of GATT 1994 at the request

of any exporting Menber whose exports of such products were subject

to restrictions under this Agreenent at any tinme in the one-year

period inmediately prior to the initiation of the safeguard neasure.

The exporting Menber concerned shall adm nister such a neasure. The
applicable level shall not reduce the relevant exports below the
| evel of a recent representative period, which shall normally be the
average of exports from the Menber concerned in the last three
representative years for which statistics are available. Furthernore,
when the safeguard neasure is applied for nore than one year, the
applicable level shall be progressively |liberalized at regular

intervals during the period of application. In such cases the
exporting Menber concerned shall not exercise the right of suspending
substantially equivalent concessions or other obligations under

par agraph 3(a) of Article Xl X of GATT 1994.

21. The TMB shall keep under review the inplenentation of this

Article. It shall, at the request of any Menber, review any
particular mtter wth reference to the inplenentation of the
provi si ons of this Article. It shal | make appropriate

recommendations or findings within 30 days to the Menber or Menbers
concerned, after inviting the participation of such Menbers.
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Article 3

1. Wthin 60 days following the date of entry into force of the
WO Agreenent, Menbers maintaining restrictions 218 on textile and
clothing products (other than restrictions nmintained under the MA
and covered by the provisions of Article 2), whether consistent with
GATT 1994 or not, shall (a) notify themin detail to the TMB, or (b)
provide to the TMB notifications with respect to them which have been
submtted to any other WIO body. The notifications should, wherever
applicable, provide information wth respect to any GATT 1994
justification for the restrictions, including GATT 1994 provi sions on
whi ch they are based.

2. Menbers maintaining restrictions falling under paragraph 1,
except those justified under a GATT 1994 provision, shall either:

(a) bring theminto conformty with GATT 1994 within one year
following the entry into force of the WO Agreement, and notify this
action to the TMB for its information; or
(b) phase them out progressively according to a programme to be
presented to the TMB by the Menber nmintaining the restrictions not
later than six nonths after the date of entry into force of the WO

Agr eement . This programme shall provide for al restrictions to be
phased out within a period not exceeding the duration of this
Agreenment. The TMB may neke recomendati ons to the Menber concerned

with respect to such a progranme.

3. During the duration of this Agreenent, Menbers shall provide to
the TMB, for its information, notifications submtted to any other
WO bodies with respect to any new restrictions or changes in
existing restrictions on textile and clothing products, taken under
any GATT 1994 provision, within 60 days of their conming into effect.

4, It shall be open to any Menber to nmke reverse notifications to
the TMB, for its information, in regard to the GATT 1994
justification, or in regard to any restrictions that may not have
been notified under the provisions of this Article. Actions with

respect to such notifications may be pursued by any Menber under
rel evant GATT 1994 provisions or procedures in the appropriate WO
body.

5. The TMB shall circulate the notifications nade pursuant to this
Article to all Menbers for their information.

Article 4
1. Restrictions referred to in Article 2, and those applied under
Article 6, shall be adm nistered by the exporting Menmbers. Inporting

Menbers shall not be obliged to accept shipments in excess of the
restrictions notified under Article 2, or of restrictions applied
pursuant to Article 6.

2. Menbers agree that the introduction of changes, such as changes
in practices, rules, procedures and categorization of textile and
cl ot hing products, including those changes relating to the Harnonized
System in the inmplenentation or adm nistration of those restrictions

218 Restrictions denote all unilateral quantitative restrictions, bilateral
arrangenents and ot her neasures having a sinilar effect.
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notified or applied under this Agreenent should not: upset the
bal ance of rights and obligations between the Menbers concerned under

this Agreenment; adversely affect the access available to a Menber;
i npede the full wutilization of such access; or disrupt trade under
this Agreenent.

3. If a product which constitutes only part of a restriction is

notified for integration pursuant to the provisions of Article 2,
Menbers agree that any change in the level of that restriction shall
not upset the balance of rights and obligations between the Menbers
concerned under this Agreement.

4. VWhen changes nentioned in paragraphs 2 and 3 are necessary,
however, Menbers agree that the Menber initiating such changes shal
inform and, wherever possible, initiate consultations wth the

affected Menmber or Menbers prior to the inplenmentation of such
changes, with a view to reaching a nutually acceptable solution

regardi ng appropriate and equitable adjustnment. Menbers further
agree that where consultation prior to inplenentation is not feasible,
the Menber initiating such changes wll, at the request of the

affected Menber, consult, wthin 60 days if possible, wth the
Menbers concerned with a view to reaching a nutually satisfactory
solution regarding appropriate and equitable adjustnents. If a
nmutual ly satisfactory solution is not reached, any Menber involved
may refer the matter to the TMB for recommendati ons as provided in
Article 8. Should the TSB not have had the opportunity to review a
di spute concerning such changes introduced prior to the entry into
force of the WO Agreenent, it shall be reviewed by the TMB in
accordance with the rules and procedures of the MA applicable for
such a review

Article 5

1. Menbers agree that circumvention by transshipnment, re-routing
false declaration concerning country or place of origin, and
falsification of official docunents, frustrates the inplenmentation of
this Agreenent to integrate the textiles and clothing sector into
GATT 1994. Accordingly, Menbers should establish the necessary | ega
provi sions and/or admnistrative procedures to address and take
action against such circunvention. Members further agree that,
consistent with their donestic laws and procedures, they wll
cooperate fully to address problenms arising fromcircunvention.

2. Should any Menber believe that this Agreenent s being
circunvent ed by transshi pnent, re-routing, fal se decl aration
concerning country or place of origin, or falsification of officia

docunents, and that no, or inadequate, neasures are being applied to
address and/or to take action against such circunvention, that Menber
shoul d consult with the Menber or Menbers concerned with a view to
seeking a mutually satisfactory solution. Such consultations should
be held pronptly, and within 30 days when possible. If a nutually
satisfactory solution is not reached, the natter may be referred by
any Menber involved to the TMB for recomrendati ons.

3. Menbers agree to take necessary action, consistent with their
domestic laws and procedures, to prevent, to investigate and, where
appropriate, to take legal and/or admnistrative action against
circunvention practices within their territory. Members agree to
cooperate fully, consistent with their donestic |aws and procedures,
in instances of <circunvention or alleged circunmvention of this
Agreenent, to establish the relevant facts in the places of inport,
export and, where applicable, transshipnment. It is agreed that such
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cooperation, consistent with domestic laws and procedures, wll
i ncl ude: investigation of circumvention practices which increase
restrained exports to the Menber maintaining such restraints;
exchange of documents, correspondence, reports and other relevant
information to the extent avail able; and facilitation of plant
visits and contacts, upon request and on a case-by-case basis.
Menbers should endeavour to clarify the circunstances of any such
i nstances of circunmvention or alleged circumvention, including the
respective roles of the exporters or inporters involved.

4. VWhere, as a result of investigation, there is sufficient
evidence that circunvention has occurred (e.g. where evidence is
avail able concerning the country or place of true origin, and the
ci rcunstances of such circunvention), Menmbers agree that appropriate
action, to the extent necessary to address the problem should be
t aken. Such action may include the denial of entry of goods or,
where goods have entered, having due regard to the actual
ci rcunstances and the involvenment of the country or place of true
origin, the adjustment of charges to restraint levels to reflect the
true country or place of origin. Al so, where there is evidence of
the involvenent of the territories of the Menbers through which the
goods have been transshipped, such action my include the
introduction of restraints with respect to such Menbers. Any such
actions, together with their timng and scope, nmay be taken after
consultations held with a viewto arriving at a nutually satisfactory
soluti on between the concerned Menbers and shall be notified to the
TMB with full justification. The Menbers concerned may agree on
other remedies in consultation. Any such agreenent shall also be
notified to the TMB, and the TMB may make such recomrendati ons to the
Menbers concerned as it deems appropriate. If a nutually
satisfactory solution is not reached, any Menber concerned may refer
the matter to the TMB for pronpt review and recomendati ons.

5. Menbers note that some cases of circumvention may involve
shi pnments transiting through countries or places with no changes or
alterations nade to the goods contained in such shipnents in the
pl aces of transit. They note that it nmay not be generally
practicable for such places of transit to exercise control over such
shi pnent s.

6. Menbers agree that false declaration concerning fibre content,
quantities, description or classification of nmerchandise also
frustrates the objective of this Agreement. Wiere there is evidence

that any such false declaration has been nade for purposes of

ci rcunvention, Menbers agree that appropriate neasures, consistent

with donestic |laws and procedures, should be taken against the
exporters or inporters involved. Should any Menber believe that this
Agreenent is being circunvented by such fal se declaration and that no,
or inadequate, adm nistrative measures are being applied to address
and/or to take action against such circunvention, that Menber should
consult promptly with the Member involved with a view to seeking a

nmutual |y satisfactory sol ution. If such a solution is not reached,
the matter may be referred by any Menber involved to the TMB for
recommendat i ons. This provision is not intended to prevent Menbers

from making technical adj ustments when inadvertent errors in
decl arati ons have been made.

Article 6

1. Menbers recognize that during the transition period it may be
necessary to apply a specific transitional safeguard nechanism
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(referred to in this Agreement as "transitional safeguard"). The
transitional safeguard may be applied by any Menber to products
covered by the Annex, except those integrated into GATT 1994 under
the provisions of Article 2. Menbers not mmintaining restrictions
falling under Article 2 shall notify the TMB within 60 days foll ow ng
the date of entry into force of the WO Agreenent, as to whether or
not they wish to retain the right to use the provisions of this
Article. Menbers which have not accepted the Protocols extending the
MFA since 1986 shall make such notification within 6 nonths
followwng the entry into force of the WO Agreenent. The
transitional safeguard should be applied as sparingly as possible,
consistently with the provisions of this Article and the effective
i mpl enentation of the integration process under this Agreenent.

2. Saf eguard action may be taken under this Article when, on the
basis of a determination by a Menber 219, it is denpnstrated that a
particular product is being inported into its territory in such
increased quantities as to cause serious danmmge, or actual threat
thereof, to the donestic industry producing like and/or directly
conpetitive products. Serious danmge or actual threat thereof nust
denonstrably be caused by such increased quantities in total inports
of that product and not by such other factors as technol ogica
changes or changes in consuner preference.

3. In nmaking a determ nation of serious danmage, or actual threat
thereof, as referred to in paragraph 2, the Menber shall exam ne the
effect of those inports on the state of the particular industry, as
reflected in changes in such relevant econonic variables as output,
productivity, wutilization of capacity, inventories, market share,
exports, wages, enploynment, donestic prices, profits and investnent;
none of which, either alone or conmbined with other factors, can
necessarily give decisive guidance.

4, Any neasure invoked pursuant to the provisions of this Article
shall be applied on a Menber-by-Mnber basis. The Menber or Menbers
to whom serious damage, or actual threat thereof, referred to in
paragraphs 2 and 3, is attributed, shall be determ ned on the basis
of a sharp and substantial increase in inports, actual or inmnent 220,
from such a Menmber or Menbers individually, and on the basis of the
| evel of inports as conpared with inports from other sources, narket

share, and inport and donestic prices at a conparable stage of
conmerci al transaction; none of these factors, either alone or
combined with other factors, can necessarily give decisive guidance.

Such safeguard neasure shall not be applied to the exports of any

297 customs union rmay apply a safeguard rmeasure as a single unit or on behalf

of a menber State. When a custons union gplies a safeguard neasure as a
single unit, all the requirenents for the deternination of serious danage or
actual threat thereof under this Agreenent shall be based on the conditions
existing in the custonms union as a whole. Wen a safeguard measure is applied
on behalf of a menber State, all the requirements for the determnation of
serious damage, or actual threat thereof, shall be based on the conditions
existing in that menber State and the measure shall be limted to that nenber
State.

220gych an inmnent increase shall be a neasurable one and shall not be
determned to exist on the basis of allegation, conjecture or nere possibility
arising, for exanmple, from the existence of production capacity in the
exporting Menbers.
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Menber whose exports of the particular product are already under
restraint under this Agreenent.

5. The period of validity of a determination of serious danage or
actual threat thereof for the purpose of invoking safeguard action
shall not exceed 90 days fromthe date of initial notification as set
forth in paragraph 7.

6. In the application of the transitional safeguard, particular
account shall be taken of the interests of exporting Menbers as set
out bel ow.

(a) | east - devel oped country Menbers shall be accorded treatnent
significantly nore favourable than that provided to the other groups
of Menbers referred to in this paragraph, preferably in all its

el ements but, at |east, on overall terns;

(b) Menmbers whose total volune of textile and clothing exports is
small in conparison with the total volunme of exports of other Menbers
and who account for only a small percentage of total inports of that
product into the inporting Menber shall be accorded differential and
nore favourable treatnment in the fixing of the economic terns
provided in paragraphs 8, 13 and 14. For those suppliers, due
account will be taken, pursuant to paragraphs 2 and 3 of Article 1
of the future possibilities for the devel opment of their trade and
the need to allow conmercial quantities of inports fromthem

(c) with respect to wool products from wool - produci ng devel opi ng
country Menmbers whose econony and textiles and clothing trade are
dependent on the wool sector, whose total textile and clothing
exports consi st al nost exclusively of wool products, and whose vol une
of textiles and clothing trade is conparatively small in the markets
of the inporting Menbers, special consideration shall be given to the
export needs of such Menbers when considering quota levels, growh
rates and flexibility;

(d) nore favourable treatnment shall be accorded to re-inmports by a
Member of textile and clothing products which that Menber has
exported to anot her Menber for processi ng and subsequent
reinportation, as defined by the laws and practices of the inporting
Member, and subject to satisfactory control and certification
procedures, when these products are inported froma Menber for which
this type of trade represents a significant proportion of its tota
exports of textiles and clothing.

7. The Menmber proposing to take safeguard action shall seek
consultations with the Menber or Menbers which would be affected by
such action. The request for consultations shall be acconpani ed by
speci fic and relevant factual information, as up-to-date as possible,
particularly in regard to: (a) the factors, referred to in
paragraph 3, on which the Menber invoking the action has based its
determ nation of the existence of serious damage or actual threat

t her eof ; and (b) the factors, referred to in paragraph 4, on the
basis of which it proposes to invoke the safeguard action wth
respect to the Menber or Menbers concerned. In respect of requests
made wunder this paragraph, the information shall be related, as

closely as possible, to identifiable segnents of production and to
the reference period set out in paragraph 8. The Menber invoking the
action shall also indicate the specific level at which inmports of the
product in question fromthe Menber or Menbers concerned are proposed
to be restrained; such level shall not be |ower than the |evel

referred to in paragraph 8. The Menber seeking consultations shall

at the same tinme, conmunicate to the Chairman of the TMB the request
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for consultations, including all the relevant factual data outlined
in paragraphs 3 and 4, together with the proposed restraint |evel
The Chairman shall inform the nmenbers of the TMB of the request for
consultations, indicating the requesting Menber, the product in
guestion and the Menber having received the request. The Menber or
Menbers concerned shall respond to this request pronptly and the
consultations shall be held without delay and normally be conpleted
within 60 days of the date on which the request was received.

8. If, in the consultations, there is mutual understanding that
the situation calls for restraint on the exports of the particular
product from the Member or Menbers concerned, the |evel of such
restraint shall be fixed at a level not |lower than the actual |eve

of exports or inports from the Menber concerned during the 12-nonth
period termnating two nonths preceding the month in which the
request for consultation was nmade.

9. Details of the agreed restraint neasure shall be comunicated
to the TMB within 60 days from the date of conclusion of the
agreement . The TMB shall determine whether the agreenment s
justified in accordance with the provisions of this Article. In

order to make its determination, the TMB shall have available to it
the factual data provided to the Chairman of the TWMB, referred to in
paragraph 7, as well as any other relevant information provided by
the Menbers concerned. The TMB nmay make such recommendations as it
deens appropriate to the Menbers concer ned.

10. If, however, after the expiry of the period of 60 days fromthe
date on which the request for consultations was received, there has
been no agreenent between the Menbers, the Menber which proposed to
take safeguard action may apply the restraint by date of inport or

date of export, in accordance with the provisions of this Article,
within 30 days followi ng the 60-day period for consultations, and at
the sane tine refer the matter to the TMB. It shall be open to

either Menber to refer the matter to the TMB before the expiry of the
period of 60 days. |In either case, the TMB shall pronptly conduct an
exami nation of the matter, including the determnation of serious
damage, or actual threat thereof, and its causes, and nake
appropriate reconmendations to the Menbers concerned within 30 days.
In order to conduct such examination, the TMB shall have available to
it the factual data provided to the Chairman of the TMB, referred to
in paragraph 7, as well as any other relevant information provided by
t he Menbers concer ned.

11. In highly unusual and critical circunstances, where delay would
cause damage which would be difficult to repair, action under
paragraph 10 nay be taken provisionally on the condition that the

request for consultations and notification to the TMB shall be
effected within no nore than five working days after taking the
action. In the case that consultations do not produce agreenent, the

TMB shall be notified at the conclusion of consultations, but in any
case no later than 60 days fromthe date of the inplenentation of the
action. The TMB shall pronptly conduct an exani nation of the matter,
and nmeke appropriate recommendations to the Menmbers concerned within
30 days. In the case that consultations do produce agreenent,
Menmbers shall notify the TMB upon conclusion but, in any case, no
later than 90 days fromthe date of the inplenentation of the action.
The TMB nay make such recommendations as it deens appropriate to the
Menber s concer ned.
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12. A Menber may nmaintain nmeasures invoked pursuant to the
provisions of this Article: (a) for up to three years wthout
extension, or (b) until the product is integrated into GATT 1994
whi chever comes first.

13. Should the restraint neasure remain in force for a period
exceedi ng one year, the |level for subsequent years shall be the |eve
specified for the first year increased by a growmh rate of not |ess
than 6 per cent per annum unless otherwise justified to the TMB.
The restraint level for the product concerned nmay be exceeded in
either year of any two subsequent years by carry forward and/or
carryover of 10 per cent of which carry forward shall not represent
nore than 5 per cent. No quantitative limts shall be placed on the
conmbined use of carryover, carry forward and the provision of
par agr aph 14.

14. When nore than one product from another Menber is placed under
restraint under this Article by a Mnber, the level of restraint
agreed, pursuant to the provisions of this Article, for each of these
products nmay be exceeded by 7 per cent, provided that the total
exports subject to restraint do not exceed the total of the |evels
for all products so restrained under this Article, on the basis of
agreed common units. \Were the periods of application of restraints
of these products do not coincide with each other, this provision
shall be applied to any overl apping period on a pro rata basis.

15. If a safeguard action is applied under this Article to a
product for which a restraint was previously in place under the MA
during the 12-month period prior to the entry into force of the WO
Agreenment, or pursuant to the provisions of Article 2 or 6, the |eve
of the new restraint shall be the level provided for in paragraph 8
unl ess the new restraint comes into force within one year of:

(a) the date of notification referred to in paragraph 15 of Article
2 for the elimnation of the previous restraint; or

(b) the date of renoval of the previous restraint put in place
pursuant to the provisions of this Article or of the MFA

in which case the level shall not be less than the higher of (i) the
| evel of restraint for the last 12-nonth period during which the
product was under restraint, or (ii) the level of restraint provided
for in paragraph 8.

16. When a Menber which is not mintaining a restraint under
Article 2 decides to apply a restraint pursuant to the provisions of
this Article, it shall establish appropriate arrangenents which
(a) take full account of such factors as established tariff

classification and quantitative wunits based on normal commercial
practices in export and inport transactions, both as regards fibre
conposition and in terns of conpeting for the sane segnent of its
donestic market, and (b) avoid over-categorization. The request for
consultations referred to in paragraphs 7 or 11 shall include full
i nformati on on such arrangenents.

Article 7

1. As part of the integration process and with reference to the
specific commtnments undertaken by the Menbers as a result of the
Uruguay Round, all Menbers shall take such actions as nmay be

necessary to abide by GATT 1994 rul es and disciplines so as to:
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(a) achieve inmproved access to markets for textile and clothing
products through such neasures as tariff reductions and bindings,
reduction or elimnation of non-tariff barriers, and facilitation of
custons, admnistrative and licensing formalities;

(b) ensure the application of policies relating to fair and
equi tabl e trading conditions as regards textiles and clothing in such
areas as dunpi ng and anti-dunping rules and procedures, subsidies and
countervailing nmeasures, and protection of intellectual property
rights; and

(c) avoid discrimnation against inports in the textiles and
cl ot hing sector when taking nmeasures for general trade policy reasons.

Such actions shall be without prejudice to the rights and obligations
of Members under GATT 1994.

2. Menmbers shall notify to the TMB the actions referred to in
paragraph 1 which have a bearing on the inplenentation of this
Agreenment. To the extent that these have been notified to other WO
bodi es, a summary, with reference to the original notification, shal
be sufficient to fulfil the requirenents under this paragraph. It
shall be open to any Menber to nmake reverse notifications to the TMB.

3. Where any Menber considers that another Menber has not taken
the actions referred to in paragraph 1, and that the balance of
rights and obligations under this Agreement has been upset, that
Menmber may bring the matter before the rel evant WIO bodi es and i nform
t he TMB. Any subsequent findings or conclusions by the WO bodies
concerned shall forma part of the TMB' s conprehensive report.

Article 8

1. In order to supervise the inplenentation of this Agreenent, to
exam ne all neasures taken under this Agreenent and their conformty
therewith, and to take the actions specifically required of it by
this Agreenent, the Textiles Monitoring Body ("TMB") is hereby
est abl i shed. The TMB shall consist of a Chairman and 10 nenbers
Its menbership shall be balanced and broadly representative of the
Menbers and shall provide for rotation of its nenbers at appropriate
i nterval s. The nenbers shall be appointed by Menbers designated by
the Council for Trade in Goods to serve on the TMB, discharging their
function on an ad personam basi s.

2. The TMB shall develop its own working procedures. It is
under st ood, however, that consensus within the TMB does not require
the assent or concurrence of nenbers appointed by Menbers involved
in an unresol ved issue under review by the TVB

3. The TMB shall be considered as a standing body and shall neet
as necessary to carry out the functions required of it under this
Agr eenent . It shall rely on notifications and information supplied

by the Menbers under the relevant Articles of this Agreenent,
suppl enented by any additional information or necessary details they
may submit or it may decide to seek from them It may also rely on
notifications to and reports from other WO bodies and from such
ot her sources as it may deem appropri ate.

4, Menbers shall afford to each other adequate opportunity for

consultations with respect to any matters affecting the operation of
this Agreenent.
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5. In the absence of any mutually agreed solution in the bilatera
consultations provided for in this Agreenent, the TMB shall, at the
request of either Menber, and following a thorough and pronpt
consideration of the matter, mmke recommendations to the Menbers
concer ned.

6. At the request of any Menber, the TMB shall review pronptly any
particular matter which that Menber considers to be detrinmental to
its interests under this Agreenent and where consultations between it
and the Menmber or Menbers concerned have failed to produce a nutually
satisfactory solution. On such mtters, the TMB may nmake such
observations as it deens appropriate to the Menbers concerned and for
t he purposes of the review provided for in paragraph 11

7. Before formulating its recommendati ons or observations, the TMB
shall invite participation of such Menbers as nmy be directly
affected by the matter in question.

8. VWhenever the TMB is called upon to make recomendations or
findings, it shall do so, preferably within a period of 30 days,
unless a different time period is specified in this Agreenent. Al

such recomendations or findings shall be communicated to the Menbers
directly concerned. All such recomendations or findings shall also
be communicated to the Council for Trade in Goods for its information

9. The Menbers shall endeavour to accept in full t he
recommendati ons of the TMB, which shall exercise proper surveillance
of the inplenentation of such recomendati ons.

10. If a Menber considers itself wunable to conform wth the
recommendations of the TMB, it shall provide the TMB with the reasons
t her ef or not | at er than one nonth after recei pt of such
reconmendati ons. Fol l owi ng thorough consideration of the reasons
given, the TMB shall issue any further recomendations it considers
appropriate forthwth. If, after such further recomrendations, the

matter remains unresolved, either Menber nay bring the matter before
the Dispute Settlenment Body and invoke paragraph 2 of Article XXII
of GATT 1994 and the relevant provisions of the Dispute Settlenment
Under st andi ng.

11. In order to oversee the inplenentation of this Agreenent, the
Council for Trade in Goods shall conduct a nmmjor review before the
end of each stage of the integration process. To assist in this
review, the TMB shall, at least five months before the end of each

stage, transmit to the Council for Trade in Goods a conprehensive
report on the inplenmentation of this Agreenment during the stage under
review, in particular in matters with regard to the integration
process, the application of the transitional safeguard mechani sm and
relating to the application of GATT 1994 rules and disciplines as
defined in Articles 2, 3, 6 and 7 respectively. The TMB's
conprehensive report nmmy include any recommendation as deened
appropriate by the TMB to the Council for Trade in Goods.

12. In the light of its review the Council for Trade in Goods shal

by consensus take such decisions as it deens appropriate to ensure
that the bal ance of rights and obligations enbodied in this Agreenent
is not being inpaired. For the resolution of any disputes that my
arise with respect to matters referred to in Article 7, the Dispute
Settlenent Body may authorize, without prejudice to the final date
set out under Article 9, an adjustnent to paragraph 14 of Article 2,
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for the stage subsequent to the review, with respect to any Menber
found not to be conplying with its obligations under this Agreenent.

Article 9

This Agreenent and all restrictions thereunder shall stand term nated
on the first day of the 121st nobnth that the WO Agreenment is in
effect, on which date the textiles and clothing sector shall be fully
integrated into GATT 1994. There shall be no extension of this
Agr eenent .

APPENDI X- D
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PARTI CI PATI NG STATES IN THE MFA AT DI FFERENT STAGES

Serial | Country MFA- | MFA-11 MFA- T 1T MFA- IV
No.

1. Argentina X X X X
2. Australia X

3. Austri a X X X X
4. Bangl adesh X X X X
5. Bol i vi a* X

6. Br azi | X X X X
7. Canada X X X X
8. Chi na* (PR X X
9. Col onbi a* X X X X
10. Costa Rica X
11. Czechosl ovaki a X X X X
12. Domi ni can Republic X X X X
13. Egypt X X X X
14. El Sal vador* X X X

15. EEC X X X X
16. Fi nl and X X X X
17. Ghana X X

18. Quat enal a* X X X X
19. Hai ti X X X

20. Hong Kong** X X X X
21. Hungary X X X X
22. I ndi a X X X X
23. | ndonesi a X X X X
24, | srael X X X

25. Jamai ca X X X X
26. Japan X X X X
27. Republ i c of Korea X X X X
28. Mal aysi a X X X X
29. Mal di ves X

30. Mexi co* X X X X
31. N caragua X

32. Nor way X X X
33. Paki st an X X X X
34. Pananma X

35. Par aguay* X

36. Per u X X X X
37. Phi | i ppi nes X X X X
38. Pol and X X X X
39. Portugal (for Macao) | x X X X
40. Ronani a X X X X
41. Si ngapor e X X X X
42. Spai n X

43. Sri Lanka X X X X
44, Sweden X X X X
45. Swi tzerl and X X X X
46. Thai | and* X X X
47. Trini dad and Tobago | x X

48. Tur key X X X X
49. United States X X X X
50. Ur uguay X X X X
51. Yugosl avi a X X X X
Source: Bl okker (1989) p.160 table 5.1 Notes: * I ndicates: accesslon ex

Article 13.2 ** wuntil 1986: the UK for Hong Kong. Since 1986 Hong Kong,
having full autonony in the conduct external commercial relations and the
other mattersprovided for in the General Agreenment, is deened to be a
contracting party to the GATT in accordance with Article XXVI.5 © of the
General Agreenent.
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