OTTON AND TEXTIP=cd
GIONAL TRADE POLICY.
PAPER

Proposals for a regionai policy,
platfiorm in sUpPert off
regional valtue chailn




IRteEUCHER

+ Jhe study is a’ collaperativerelort oiRCOMESANEAE
and RATES

+ [t is stimulated by, ther challenges iaCing e cotton
and textile sector, key ameng themrbeings =

— Disconnect 1l the regienalfValtierchainrasirevesied
by the paradox of intral regienal M PORtSIVERSES
extra regional iImpoxrts

— Global developments onl the cotton anartextile
trade which compell the search fior arregiienal
strategy to keep the sector afioat

+ The study covered 11 countries — Egypt, Ethiepia)
Kenya, Malawi, Madagascar, SouthAlifica, lianzania),
Uganda, Zambia and Zimbabwe. These CoUuntries
account for about 90% ofi ESA regionrs trade in
cotton and textiles




SIUGYGIRECHIVES

Establishi the, regionrs capacity torstippiVASEea
cotton, IRt yarn, BKIE, and garments

Evaluate trade performanceraneE demane/Supply;
Situation off cotten liInt, Varn, bk Cc, ane
garments by undertakings thefollowing anaiysisE

3. Document cotton andttextile trade
polictes and regulatiens, and thelr eifiect GRrthe
export and import trade.

4., Propose policy recommendations in
support of increased! intra andl extrar regiomnai
trade in cotton and textile products




Cotton seed and lint production in lead EAC, COMESA and SADC Countries
(1999-2003)
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Cotton production by sample countries in year 2003
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Cotton Lint production by lead producing countries in COMESA, EAC and
SADC in year 2003

197,552

136,000
103,200




Capacity ClilizauenNmGInnInErSECION(Z005)

Installed Capacity, Utilized Capaciby (periamnmnui) Capacity, Uulization:
(per: annun)

Ethiopia 41690 201845 50%
South Africa 107,218 795198 1250
Madagascar €10501010 12000 20%
Kenya 26,400 3,400 1356
Tanzania 332,351 85,436 2676
Malawi 30,000 425000 590
Zambia 220,000 172,105 7.8
Zimbabwe 425,000 178,000 4256
Uganda 60,000 12,000 20%

Total 1,148,471 698,601 38% (Average)




Cotton demand-supply situation in selected COMESA, EAC, SADC Region in 2003
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Cotton deficit in selected COMESA, EAC and SADC cg
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Capacity Utilization in Spinning and Weaving Sub-sectors (2003)

South Africa (Spindles)
Egypt (MT/yr)
Madagascar (Spindle)
Kenya (million sq. m)
Tanzania (MT/yr)
Malawi (square metres)
Zambia (MT)
Zimbabwe (MT)
Mauritius (MT)

Fabric

South Africa (Looms)

Egypt (USS)
Kenya (sq. m)
Tanzania (Linear m.)

NMalaxxr1 (cn 1)

63185000
197,309
118,702
5)0)
64,355
70,000,000
118,440
39,000

2,780 LLooms (weaving);
1860 machines
(knitting); finishing

106,472
115,000,000
234,069,600

Va oYy aVaYauraVYaval

250,000-550,000
146,680
5,149
20
26,841
3,000,000

10,200
27,000

6,720

1,779 Looms, (weaving); 1,190
machines (knitting); finishing

96,793
83,000,000
143,560,971

mn\

Average: 64%




IHIghlightsteirconsiEinisiaipotUchcNeve!

Cotton

+ High preductions costs, |ackieirinstittltionalNECHSRISHINGG
support cottonl development, capital

Lint

+ Obsolete technology.

+ Insufficient supply: ofi seed cotton
Yarn

+ High cost of production

+ Competition from imported products
+ Obsolete technology

+ /Inadequate supply of skilled labour
Fabric

+ High cost of production

+ Competition from imported fabric




Export performance (for selected COMESA, EAC and SADC countries) for
the period 1999-2003
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Intra Versus Extra Exports of cotton lint, yarn, fabric and garments for select
COMESA, EAC and SADC countries (1999-2003 cummulative total)
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RegienalViame N=oienie)

Selected countries (in COMESA, EAC and SADC) market size for lint, yarn,
fabric and garment (year 2003)
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Regional capacity (for selected COMESA, EAC and SADC countries) to meet
regional demand for lint, yarn, fabric and apparel (2003)
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IraderRolicy antNzegiistieRACeRCEIIS

+ Tariff and
* (SPS) rec

ploipl=telflff enlzlfc)es
Uirements - especialiyaon

genetical

V- modifieareraanism(Give)

restrictions on lint and cotton

+« Non-admissibility’ of exportstikomptrace
and investment promoetien SChemESs; ana
from export processing zones (EPZs),  Inte
the regional market onl preferential terms
(Applicable to EAC).

¢ Customs documentation requirements; amnd
procedures




Tariff on Yarn and Fabric in ESA Region

nGY Vi i

Yarn

COMESA

%) 0%

31
5
%
EAC Na Na Na Na 0% 10% 0% 1187 NE NG NG
31
)
%
SADC 0% 5% 12% Na Na Na 10-15% Na 0=25% 105% 0%
EU 10% Na Na Na Na Na Na Na N3 N2 NG

Other Countries 5-15% 10-50%

COMESA

31
25
Y
EAC Na Na Na Na 0% 10% 5-25% 18- Na 155 N2
31
.5
Y
SADC 5% 5% 22% Na Na 10-25% Na 25% 0%

EU 0-15% Na Na Na Na Na Na Na Na Na Na




Cotton not: carded or combed.

Cotton carded or combed.

Cotton Yarn

Woven Fabric of Cotton

Articles of apparel and clothing
accessories, not knitted or
crocheted

52011 0% INo1e

5203 0% None
52005,52006, 52077 10% Nomne
5208.,5209, 5210, 25% 50%

5211 and 5212

6201, 6202, 6203, 25% 90%
6204, 6205,
6206, 6207,
6208, 62009,
6210, 6211,
6212, 6213,
6214, 6215,
6216, 6217




Policy Recommendations

Tarniftf and non tarifli charges

ZEero rate intra-regional (throtghroutEOIMESAY
EAC & SADC) Imports oif cotten), Nt abRc anae
apparel

Rationalize nonr tarii ChargesPWithPVIEW GO
eliminating trading disterting charges

Rules of Origin

COMESA, EAC and SADC shouldl review: the
origin-conferring criteria on temporary: Basis to
safeguard apparel companies that are using 3
country fabrics. Pursue thisk policy: on the 19asis
of a concrete regional programi iR sUppPoXt of
fabric production.




Policy Recommendations (Cont’d)

Trade relatediinvestment sSchEmES an@
regional

trade
COMESA, EAC, and SADEC neeadltorexplore
possibilities fiors: -

— Harmonize, their policy, onfintra-reaional tra e ol
products originating frem EPZ schEmMES anE otiEsR
trade-related investment schemes.

— Increase the volume ofif EPZ preducts (thisrcoutid
be limited to intermediate products such as lint,
yarn, and fabric) allowed into the domestic
market. A formula for leveling the playing fiela
for non-EPZ companies producing similar
products for the domestic market wouldrioe
required as an integral part off this policy.




Policy Recommendations (Cont’d)

Sanitary and phytosaniary,
requirements

on GMO

« The SPS Authoritiest inr COMIESAY
EAC, and SADC needl te formulatera
regional policy: en GIVO:




Policy Recommendations (Cont’d)

Customs regulations'and procedures fox;
Import/export trade

+ Implementation off the; COMESAYIEEAC ECOURE
of ministers decision on PSIreguirEmeEnits

+ One stop shop concept N customs Clearance
Export-import controls/restrictions

+ An industry driven regional mechampisimis
needed for containing the InCldence; of
foreign matter contamination in cotten-imi

(e.g. polypropylene) which has a negative
effect on national and regional reputation




