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___________________________________________________________________________________

Brussels 3rd September, 2003
Updated Non-tariff barriers in the Textile and clothing market for selected countries
Introduction and historical reminder

Euratex strongly believes that to secure additional and true market access, the Doha Development Agenda underlined rightly the need to find agreement on the removal of non-tariff barriers (NTB’s) for non-agricultural products to avoid undermining the benefits from a reciprocal and symetrical tariff duty liberalisation. 

Historically, NTB’s have grown in importance after the implementation of the Marrakech Agreement in 1995. Those barriers have mushroomed all over the world and have progressively hampered trade while tariffs (applied and bound) are falling. Euratex has repeatedly stressed this point since 1996 and has conducted several enquiries to identify those NTB’s and has supported all the Commission initiatives in this field. 

The Euratex experience shows that once NTB’s appear they tend to last for a long time, as they are very difficult and costly (in time and money) to remove, because there is no transparency in the measures imposed by third countries. In fact NTB’s should be removed rapidly. As time passes the operators attracted by those markets are/will subconsciously include those hidden costs in their market strategy to overcome them and will lose sight of the fact that trade will be much easier without them. Unfortunately, the use of the EU Trade Barrier Regulation, despite some positive results, is far from being satisfactory in dismantling rapidly those barriers that are piling-up in some key growth markets.  Is this borne out in reality?

Typology of NTB’s and some ideas to overcome them

The ongoing debate within the WTO showed that there is no accepted definition of what is a non-tariff barrier in terms of WTO language. Euratex is conscious that this absence of a common agreed definition is one of the main stumbling blocks to be overcome one day or another. This explains also why for instance trade defense instruments are considered by other trading partners as being NTB’s while rejecting subsidies, export restrictions, intellectual property rights, access to distribution networks or banking legislation as being part of this overall NTB definition. This is not the belief of the EU 

industry. Euratex has made an attempt to classify and define what is a NTB and some important countries
, when signing specific textile agreements from 2000 onward, have accepted this overall definition. Please find in annex 1 this definition. 

Having in mind those elements and despite this absence of common vision, it is accepted that NTB’s can be regrouped in four main families: [a] technical barriers to trade (TBT), [b] custom procedures, [c] the “grey area” barriers compared to actual WTO rules and [d] Sanitary and Phytosanitary Measures (SPS). 

While the latter concerns mainly agriculture and agro-industrial products, the grey area barriers will have to be addressed separately to find an agreed solution. This implies that most of the present NTB’s facing the exports of manufacturing products could be classified as TBT or Trade Facilitation area barriers.

The non-tariff barriers dilemma faced by the EC Textile and Clothing industry

Based on the most recent information gathered within the EC industries enclosed in annex 2 and 3 are various tables summarizing the non-tariff barrier problems EU exporters are facing in their day-to-day operations. The countries concerned: Argentina, Australia, Brazil, Canada, Chile, Egypt, India, Indonesia, Japan, Malaysia, Mexico, Pakistan, Philippines, PR China, South Africa, South Korea, Taiwan, Thailand and USA, represent our main EU target as future growth markets for our competitive TC exporters. 

Euratex added also Bangladesh, just to show what may or will occur in future with least developed countries unless concrete flanking measures are supported and correctly funded to overcome those problems.
Wherever possible Euratex has completed the picture with more recent information gathered directly from an enquiry-conducted end 2002. In order to be comprehensive and to up-date the table Euratex has completed the enquiry also using the information gathered/checked in the Commission Market Access database
 and several studies, most of which are known to the Commission services. Those studies are: 

· “Market assess study to identify trade barriers affecting the EU textiles industry in third country markets” - Final Report – Centre d’Etudes Economiques et Institutionnelles - C.E.E.I. - Brussels – March 1999

· “In-depth analysis of trade and investment barriers in certain third country markets in the area of labelling and marking requirements” - Final Report - Centre d’Etudes Economiques et Institutionnelles - C.E.E.I. - Brussels – 16 August 2002

· “Identification and analysis of trade barriers in Indonesia, Thailand, Malaysia and the Philippines” - Final Report - PricewaterhouseCoopers - 25 September 2001

· “EU-INDIA Joint Initiative for enhancing Trade and Investment - Textiles and Clothing - Working Papers” - Business Forum, Brussels, Sept 26, 2002 – Asia Invest
· “2002 Report on US Barriers to Trade and Investment”, DG Trade, EU Commission
The results of the enquiry also allowed Euratex to classify, for those target markets the most common NTB’s its exporters are facing on a daily basis. The tables summarised the intensity of the problems the EC textile and clothing companies find facing them when trying to penetrate fast growing markets.

After a close look to the information gathered, Euratex considers that the situation in the NTB field has not changed significantly since 1999-2000 despite the efforts to solve some of the problems underlined several years ago. 

In terms of importance, Trade facilitation issues clearly dominate (custom registration, custom documentation, minimum import prices, import licences, import restrictions), but TBT (standards, quality conformity, sanitary requirements other than SPS, marking and labelling) are still an important feature of the most important consuming textile and clothing Asian markets (i.e. P.R. China, India, South Korea, Japan).

Annexes : 3
____________
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Annex 1

Doha Development Agenda

Proposed declaration on the ban of non-tariff barriers and acceptance of 

not re-introducing new ones

In the context of the Single Undertaking concluding the Doha Development Agenda Round and more particularly with reference to paragraph 16 of the Ministerial Declaration in Doha, the Parties recorded their understanding that non-tariff barriers related to all forms of hindrance to trade in the textile and clothing sector, include but are not limited to matters such as:

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

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

· Any formal or informal minimum import price requirement, or other customs valuation rules, procedures or practices giving rise to barriers to trade provided that transhipment problems are solved.

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

· Excessively burdensome, costly or arbitrary rules, procedures or practices concerning the certification of the origin of products or requiring direct shipment of goods from the country of origin to the country of destination provided that traceability is part of the Trade Facilitation measures.

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

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

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

· Subsidies causing injury to the WTO members industries and not covered by existing WTO rules.

__________________________

Annex 2
Non-tariff barriers in textile and Clothing Industry for target countries Revised
Based on number of border measures identified using companies’ enquiries, EC market access database and market access reports.

	
	Argentina
	Australia
	Brazil
	Canada
	Chile
	Egypt
	India
	Indonesia
	Japan
	

	Registration, documentation of which:
	13
	
	9
	1
	1
	4
	10
	9
	 
	

	Visas / documents/ Import licence
	4
	 
	4
	1
	 
	2
	4
	3
	 
	

	Compulsory Custom & control procedures
	2
	 
	 
	 
	 
	 
	2
	1
	 
	

	Custom valuation / Minim. import price
	2
	 
	3
	 
	1
	 
	2
	1
	 
	

	Clearance delays
	1
	 
	1
	 
	 
	1
	1
	1
	 
	

	Origin requirement
	3
	 
	1
	 
	 
	1
	 
	2
	 
	

	Classification
	1
	 
	 
	 
	 
	 
	1
	1
	 
	

	Import restrictions/quotas
	
	
	
	
	
	1
	
	1
	
	

	Duties & charges other than tariffs
	1
	
	1
	
	
	1
	4
	1
	
	

	Standard , technical requ. of which: 
	5
	3
	4
	1
	1
	7
	6
	2
	4
	

	Marking, Labelling
	3
	1
	3
	1
	1
	3
	3
	1
	1
	

	Quality conformity
	1
	1
	1
	 
	 
	2
	1
	1
	1
	

	Certification
	 
	 
	 
	 
	 
	1
	1
	 
	1
	

	Sanitary requirement
	1
	1
	 
	 
	 
	1
	1
	 
	1
	

	Subsidies *
	
	1
	2
	
	1
	
	2
	2
	
	

	Intellectual property *
	1
	
	1
	
	1
	
	1
	1
	
	

	Export restrictions *
	
	
	
	
	
	
	1
	1
	
	

	Restriction on terms of payment
	
	
	2
	
	
	
	
	
	
	

	Competition/Distribution
	
	
	
	
	
	
	1
	1
	1
	

	· Average TC bound duties 
	35.0
	28.8
	34.9
	12.4
	25.0
	30.3
	87.8
	39.9
	6.8
	

	
	Malaysia
	Mexico
	Pakistan
	Philippines
	PR China
	S. Africa
	S. Korea
	Taiwan
	Thailand
	USA

	Registration, documentation of which:
	3
	13
	7
	4
	8
	4
	5
	
	8
	3

	Visas / documents/ Import licence
	1
	7
	2
	 
	2
	 
	2
	 
	3
	 

	Compulsory Custom & control procedures
	 
	2
	2
	2
	4
	2
	 
	 
	2
	1

	Custom valuation / Minim. import price
	1
	1
	1
	1
	2
	2
	1
	 
	2
	1

	Clearance delays
	1
	1
	1
	 
	 
	 
	1
	 
	1
	 

	Origin requirement
	 
	2
	 
	 
	 
	 
	 
	 
	 
	1

	Classification
	 
	 
	1
	1
	 
	 
	1
	 
	 
	 

	Import restrictions/quotas
	
	
	1
	
	1
	
	
	
	1
	1

	Duties & charges other than tariffs
	1
	1
	1
	2
	2
	2
	2
	
	2
	1

	Standard , technical requ. of which:
	1
	3
	 
	1
	4
	
	4
	3
	
	2

	Marking, Labelling
	1
	3
	 
	 
	1
	 
	1
	1
	 
	2

	Quality conformity
	 
	 
	 
	 
	1
	 
	1
	1
	 
	 

	Certification
	 
	 
	 
	1
	1
	 
	1
	1
	 
	 

	Sanitary requirement
	 
	 
	 
	 
	1
	 
	1
	 
	 
	 

	Subsidies *
	
	
	2
	
	2
	1
	
	2
	2
	

	Intellectual property *
	
	
	1
	1
	2
	1
	1
	1
	2
	

	Export restrictions *
	
	
	
	
	2
	
	
	
	1
	

	Restriction on terms of payment
	
	
	1
	1
	
	
	2
	
	
	

	Competition/Distribution
	
	
	
	
	1
	
	1
	
	1
	

	· Average TC bound duties 
	20.7
	35.0
	21.7
	27.7
	11.3
	27.7
	18.2
	9.2
	29.2
	8.9

	Number of border measures identified
	1
	2
	3
	4 to 7
	8 to 9
	10 and more

	* Barriers or infringements marked with an asterisk would logically be treated within the following WTO Committees or Groups: Committee on trade related aspects of Intellectual property rights, Negotiating Group on Rules. Should this prove not to be the case, solutions need to found to prevent their abuse and proliferation after the Single Undertaking

· source : “WTO unfinished business” – 2001  & Euratex calculation


Annex 3

Non-Tariff barriers in the Textile and clothing market for selected markets – April 2003

Euratex consider that the situation has not changed significantly since 2000 despite the efforts to solve some of the problems underpinned several years ago. Where possible Euratex completed the picture with more recent information. TC: Textile and Clothing Euratex decided not to duplicate, where possible, the description of every single NTB as most of them are already known from the Commission services 
	NTB dismantling priority for Euratex
	Country
	TC specific H horizontal
	Barriers

(t.b.c.: to be confirmed)
	Perception of the level of difficulty

	HIGH
	Argentina
	TC
	Recent developments: Argentina has long track record of non-tariff barriers textile and clothing. Despite some progress following Euratex Trade barrier Regulation action (1999-2000), the custom clearance system continues to be difficult, cumbersome and imposing long delays. Particularly the very tight and strict control by the customs of all documentation including certificate of origin, declaration form on product composition, labeling. In addition very strict control on custom valuation is still considered to add to the burdensome formalities required for import of the products under examination and to create un unfavourable context to trade. 

Recent inquiry confirmed that for EU companies import documentation (i.e. certificate of origin to be legalized by the Embassy) and pre-shipment inspection remain still problematic. Finally the problem of additional import duties, particularly for rugs, is still not resolved even if the measure seems respecting the WTO provisions.
	High

	HIGH
	Argentina
	TC
	Marking and Labelling: Labelling:  according to new legislation the labelling should bear the following information: name of the producer, exporter, importer, country of origin, fibre content, identification of size and care instructions (ISO symbols can be used). The customs are imposing a very strict control of labels during custom clearance. The law leaves open an important place for subjectivity while the same information is requested in 3-4 different documents. Moreover it is requested to affix a fiscal stamp on the labels after custom clearance which is considered excessive, time consuming and costly.
New request (2003) In order to ease custom clearance, it is compulsory to have a label with the number of the importer needed (code NIT). This number being released by the Customs.
	High

	HIGH
	Argentina
	H
	Exchange control procedure which does not allow pre-payment nor payment terms less than 90 days.
	High

	
	Australia
	H
	Recently (2002-2003) some companies complained of an excessive request concerning [a] the need for fumigation certificate for all goods, which are imported on wooden pallets (boards); [b] the Packing declaration causing problems during custom clearance.
	

	
	Australia
	TC
	Labelling is mandatory and in some case products should respect standards (children nightwear, carpets) and should have a care label for products. Generally, EU companies are following the rules and do not really complaint, partially because customs allowed corrections after clearance. In fact the main problems are with the standards that are difficult to meet and therefore the labelling issue became secondary.
	

	
	Bangladesh
	H/TC
	Customs and tariff unpredictability: lengthy, burdensome and time-consuming.  

Recent enquiries showed the existence of additional import duties following pre-shipment inspections
	

	
	Bangladesh
	H/TC
	Customs procedures; non-transparent Customs regulations – changes in regulations often issued only partially or after implementation or both. 

Recently companies complained of problems related to the certificate of origin
	

	
	Bangladesh
	TC
	Reference pricing: minimum specific tariffs are often employed against textile and apparel products.

Recent enquiry showed 
	

	
	Bangladesh
	TC
	Licensing, quotas, bans and other restrictions: some fabrics and made-ups are banned using "Balance of Payments" criteria (t.b.c). 
	

	HIGH
	Brazil
	H/TC
	Despite the August 2002 agreement, exporters are continuously complaining of systematic delays in custom clearance and in official accrediting of custom brokers. Moreover some companies continue to complain about minimum customs value which seems still be applied as well as pre-shipment inspections and in some cases additional import values. In addition import licence is still requested for specific products( i.e. wool fabrics).Finally import quotas seems still be applied to some products (t.b.c.?)
	High

	HIGH
	Brazil
	H/TC
	All this seems to confirm that Brazil have not given up the system implemented since 1997 which uses a vast array of administrative measures:

[a] Customs procedures: Brazil has lengthy and difficult import licensing procedures including non-automatic import license procedures - in 1997, Brazil declared "zero tolerance" policy and instituted new, difficult administrative criteria.

[b] Reference pricing: and valuation problems still remains important .

[c] Internal taxes and charges: Brazil imposes numerous add-on taxes for imports, including union tax, brokerage tax, forwarding agent tax, harbour tax, storage tax also, Customs brokers association tax of $250/container instituted in 1997.
	High

	HIGH
	Brazil
	TC
	Labelling: according to new legislation the labelling should bear the following information:  name of the producer, exporter, importer (with the CUIT number of the importer) country of origin, fibre content, identification of size and care instructions (ISO symbols can be used). This is a potential problem as the tariff and non-tariff barriers are impeding real exports into Brazil.

Recent information (2003) indicate that Brazil have implemented new requirements for textile and clothing products labelling imposing a laboratory test to verify if dry-cleaning washing is really necessary. Potential breach of the bilateral EU-Brazil recent agreement even if the Brazilian claim to fulfil the condition of article 2 of the Technical Barrier to trade (TBT) agreement and confirmed: [a] The type of test method applied; [b] There is no discrimination between domestic and imported products; [c] And most importantly recognised the possibility to certify products in laboratories signatories of various Mutual Recognition agreements. 
	MEDIUM-HIGH

	HIGH
	Brazil
	TC
	Intellectual Property Right: insufficient protection of trade marks and implementation of article 25.2 of the TRIP’s agreement 
	

	HIGH
	Canada
	H
	Import Licence: validity limited to 30 days (t.b.c.)
	

	HIGH
	Canada
	TC
	Marking and labelling: Marking fibre composition in % and indication on the same label of the name and address of the company, the country of origin and the care labelling instructions. The main problems relies on the delays to obtain the number of the exporter (CA number) . Even if it easy to obtain, come companies complain that this identification number should be placed in the country of origin, which complicates the tasks.
	LOW

	HIGH
	China
	TC
	NOTE: the following areas have been problems for EU textile exporters prior to China’s entry into the WTO. Nevertheless Euratex consider that the situation has not changed dramatically despite the efforts of China to comply with WTO provisions. Where possible Euratex completed the picture with more recent information
	

	HIGH
	China
	H/TC
	Customs procedures: are considered as being difficult, time-consuming and non-transparent as far as concern import documentation procedures.
	High

	HIGH
	China
	TC
	Reference pricing: Non-transparent Customs valuation procedures – use of unofficial reference price lists to hike effective tariff rates, which may be used to offset “agreed upon” declines in applied tariff rates; tariffs differ depending on port of entry and importing agents – tariffs often “negotiated” with local Customs agents.
	High

	HIGH
	China
	H/TC
	Additional duties : 

Internal taxes and charges: VAT taxes may be applied in discriminatory manner.
	High

	HIGH
	China
	TC
	Import licensing procedures: Importing of textile products restricted to foreign trading companies (FTC), Chinese only in origin, licensed by MOFTEC (Chinese trade ministry) and which are nearly always manufacturers and exporters of similar products; in some cases (particularly joint ventures), import is allowed only with a 70 percent re-export clause; distribution channels for textile products controlled by state agencies and dominated by state-controlled enterprises– dual pricing system in effect and importers may receive lower price offers than domestic producers.

More recent information (2003) confirmed that problems continues to occur in the import licence and in the import quota system. In China there are two versions of the custom code, one in English and one in Chinese. The latter is more detailed and that contains the import conditions. I.e. for acrylic yarns you must have an import licence issued by MOFTEC in Beijing. This licence is valid for one shipment, whatever is the volume. Moreover there is a compulsory import quota since 1st January 2003 for the acrylic yarns and based on the type of yarn the access quota is in Beijing or in Shangaï which increase the complexity of the task of the Exporter /importer
	High

	HIGH
	China
	TC
	Standards: Expensive, time-consuming and discriminatory technical/quality testing procedures for imported goods – imported goods subject to higher standards than domestically produced goods; “quality license” required before textile and apparel goods can be imported; testing standards are not revealed by testing authorities; also previously independent inspection agencies have recently been put under the control of Chinese Customs – conflicts are no longer subject to international dispute settlement. 

Recent information (2003) indicates that new « non-wood » certificates are requested by customs when exporting in China. In addition quality certificates are still being requested
	High

	HIGH
	China
	TC
	Marking and Labelling: In 2001-2002 there have been no major complaints regarding the implementation of these requirements. In some cases, nevertheless, it appears that Customs insist on having a complete description of every single component. It is the case for carpets but also for furniture containing textiles. In the practice, most exported textiles and clothing products are exported without the label in Chinese language. The Chinese importer affixes this label after the clearance process and before the retail phase. Labelling has not raised much custom problems. 

Having said this, the specific labelling standard for textile products established a long series of information requests: Name and address of the manufacture;  Name of the product (in accordance with Chinese standards); Size (in accordance with standard GB 1335; Product composition: name and composition of the various raw materials used; cleaning instructions (compulsory use of symbols defined by GB 8685); storage conditions and other recommendations: compulsory for delicate products; “Best before”: only for products perishable: date of manufacturing and expiry date (year, month, day); N° of standard; quality classification (if required by a Chinese standard). Finally the labels will have to respect strict presentation form according to the product. 
	High

	HIGH
	China
	TC
	Subsidies: Numerous export and domestic industry subsidies including cotton subsidization; widespread use of export rebates; numerous export restrictions on textile raw materials keep price of domestic supply low. The situation has not improved fast enough
	High

	HIGH
	China
	TC
	Intellectual Property Rights : EU Textile and Clothing industry is asking when and how  China will implement article 25.2 of the TRIPS agreement ? 
	High

	HIGH
	China
	H/TC
	Recent information (2003) confirmed that companies are facing problems when willing to distribute products throughout the country. This forces companies to open at least two commercial offices in Beijing and in Shangai to comply with all the administrative requests. This is particularly sensitive when the company intends to set-up its own distribution network.  

This costly solution is not affordable for small and medium companies who are forced in a way to use the services of an agent office in Hong Kong to overcome all those problems. This solution is far from being satisfactory particularly for companies having invested in a trademark and a distribution concept that needs to be monitored closely.  
	High

	HIGH
	China
	H/TC
	Finally companies are reluctant to engage in important investments projects, as they are not sure that their investment will be protected adequately.
	High

	HIGH
	Egypt
	TC
	Very complex rules covering all textiles and clothing products. Those measures are going beyond the simple announced objective of consumer protection. Rules are complex and the type of information requested is burdensome and controls are very difficult. There is a real discrimination with local producers.  Measures could be summarised as follows:
	High

	HIGH
	Egypt
	TC
	Customs procedures: Complex, excessive and time consuming Customs rules and procedures (including requirement of visas from Ministry of Foreign trade and local chamber of commerce); sampling is often time-consuming, excessive and destructive; in 1998, “direct shipment” only from country of origin required for many consumer goods, including wool and cotton fabrics.
	High

	HIGH
	Egypt
	TC
	Import quotas, quantitative restrictions and prohibitions: Bans on importation of some textile products (including cotton fabrics) and all apparel (only manufacturing product to be banned).
	High

	HIGH
	Egypt
	TC
	Internal taxes and charges: Customs surcharges, inspection and service fees add between 3 and 6 percent; tariffs on many textile products increased in 1998 to 54 percent; some tariffs may be imposed at old applied rates which are higher than notified “bound” rates.
	High

	HIGH
	Egypt
	TC
	Reference pricing: Arbitrary Customs valuations and non-transparent Customs duty assessment regulations – under-invoicing assumed by Egyptian Customs and declared values for imported textile and apparel goods increased by 10 to 30 percent; commercial invoice must include yarn counts for weft and warp yarns, type of dyestuff and printing pigments used and packing list must be stamped by appropriate banks.
	High

	HIGH
	Egypt
	TC
	Labelling: When bans on most textile imports were lifted, in January 1998, new excessive technical certification (quality control) requirements and difficult, costly marking requirements (for example, name of importer must appear on every 30 meters of fabric) for imported textile products (which foreign trade zone (FTZ) operators and domestic suppliers are exempt from) now act as de facto import bans; also, mandatory inspection fees of 1-4 percent on some textile products; complex certificate of origin rules – certificate must be “legalized” by the Egyptian consulate in origin country.
	High

	HIGH
	Egypt
	TC 
	Recent information (2002): There is a concrete reaction of a German clothing manufacturer showing that its Egyptian buyer describes the actions taken by Egyptian authorities affecting retailers in Cairo and Alexandria. It is obvious that Egyptian authorities try to daunt retailers from selling European garments. The situation can be described as  “Egyptian retailers import European fashion for women and men to Egypt, e.g. men’s suits, jackets and trousers of high quality which cannot be produced within Egypt in the corresponding quality. There have been several cases in 2002 where the delivered goods were confiscated and collected from the retail shops. Simultaneously, amounts between 7.500 and 1.000.000 € have been confiscated in order to have a kind of "deposit" for penalties. In 2002 number of retailers have faced the above situation. All goods of these shops were collected; the shops as well as private rooms and apartments, stocks and offices were ransacked. In some cases, the military police even led the shop owners away in handcuffs to the police station.” 
	High

	HIGH
	India
	H/TC
	Customs procedures: Complex, difficult and time consuming customs clearance and valuation procedures; excessive demurrage charges imposed on imports not receiving timely clearance; arbitrary Customs valuation procedures (calculation may be based on “like” products made in India).
	High

	HIGH
	India
	TC
	The most difficult problem to solve is the system of additional import duties that roughly double the duty to pay at the entry

The method for the calculation of import duties, and the administration of tariffs through numerous notifications, make the tariff structure extremely complicated and non-transparent. 

Please note that the below list is based on the Exim policy for the 2002/2003 fiscal year. The new 2003/2004 Exim policy, issued early April 2003, has not changed fundamentally the situation.

· The calculation method of customs duties is not transparent and constitutes per se a trade barrier.

· The level of customs duties (even reduced) remains prohibitive. The level of specific duties is difficult to foreseen and assess, since the Commission has agreed to take into account the 1996 prices for the calculation of specific duties.

· In addition to the import duties explicitly mentioned in the customs tariff, there are three other duties applying to some textile products:

· A supplementary tax on the Additional duty, calculated as a percentage of the base rate of the Additional duty. For instance, if the base rate of the Additional duty is 12% and the supplementary tax is 8%, then the effective rate of the Additional duty is 12.95% (i.e. 12%x (1+0.08).

· An additional excise duty of excise for goods of special importance, applicable at between 5% and 8 % of landed value.

· A cess duty of 0.05%, levied on imported products.
This calculation method (cumulates various import taxes), significantly increased the total import duties.
	High

	HIGH
	India
	H/TC
	Also, a 1 percent “Cess” tax imposed plus a 15 percent surcharge on some textile articles; during 1998-99, individual state governments (West Bengal, Gujarat, Maharashtra, Bombay, Delhi) imposed separate duties on certain textile imports (from 3% to 4%).
	High

	HIGH
	India
	TC
	Recent information (2003): confirmed that import documentation and minimum customs valuation are growing concern for EU exporters so may be the case of possible quota imports (t.b.c.). Finally import licences seem more difficult to obtain.

Several European textile companies operating in India reported difficulties with customs clearances in the following respects:

· Customs arbitrarily challenged the classification of products and sent them for laboratory tests (woven fabrics, children’s clothing and lingerie).

· Customs applied their powers to arbitrarily re-classify goods under descriptions that attracted higher duties, including classes where specific duties are applicable. The appeal process being lengthy and cumbersome, importers have no option but to accept the re-classification in order to avoid detention and eventually other business consequences.

· Customs rejected the declared value of imported products, and used discretionary powers to impose a higher value arbitrarily for the calculation of import duties.

Assessment and valuation issues have led to a huge backlog of disputes, with more than 61000 cases under various stages of representation.

Several European brands that have set up business in India, confirmed a great degree of harassment and uncertainty in customs valuation, in addition to the high costs of end products based on imports, which led to their products becoming non competitive. Since 1999, more than six investors- some of them very high profile names- have exited India.
	High

	HIGH
	India
	TC
	Marking requirements

India’s Textiles (Consumer Protection) Regulation, 1988, imposes strict requirements for yarns, fibres, fabrics and clothing products, which include producer identification and product composition, the colour and the form of letters and signs.

(a) Name and address of manufacturer and the person who causes such manufacture, if any.

(b) Description of the cloth, for example, “ dhoti ”, “ saree ”, “ shirting ”, “suiting”.

(c ) Sort number of the cloth;

(d) Length in meters and width in cm;

(e)”Fast to normal washing ”, or not fast to normal washing (...)

(f) The words “ seconds ” or damaged piece/defective piece when the piece of cloth is classified as seconds or damaged piece/defective piece as the case may be (..)

(g) In case of cloth made from man -made fibre or filament yarn, the words “ made from” followed by the words “ Spun X spun ”, or “ Filament x filament ” or “ Spun x Filament”, as the case may be.

(h) Month and year of packing

(i) The exact composition of the cloth expressed in percentage by weight of each of the individual constituents to the total yarn content of both warp and weft put together as illustrated below: Polyester - 100%; or cotton 100% or viscose 100% (...) ”

The marking of the following items “ shall also be made on every alternate metre of the cloth at a height not exceeding 2.5 cm from the selvage. ”:.

- seconds or defectives

- Construction: made from, followed by the fibre and words such as “spun X spun” filament X filament as the case may be
- Month and year of packing

- The exact composition of the total yarn content

- If blended, the mentio n blended fabric (point 12)

Marking of the words and letters has to be made in Hindi, in Devnagari script and in English in capital letters and the numerals marked shall be International numerals (point 6.1). The height of characters shall not be more than 0.5 cm for tops, yarns and cloths. It will be 0.25 cm for packed yarn and 3 cm on the bale/case (point 6.3 and 6.4). The lettering shall be in any colour other than red.

In July 1998, marking requirements were extended to imported textile products, i.e. tops, yarns, and fabric/cloth. However, these requirements are not being strictly administered by Customs, yet, in the absence of a formal administrative order to carry out physical verifications. Application of marking rules for imported products can cause enormous detention at customs, and can logjam India’s export business in apparel.
	High

	HIGH
	India
	TC
	Certification of textiles: There is growing need for a health/environmental certificate (Azo/dyes testing) which needs tests to be conducted at the costs of the importer for each different model (a nightmare for clothing) including sample not intended to be sold (!) and this is hampering the free import of products.  

Moreover it appear that following the elimination of quantitative restrictions, the attitude of the Indian Authorities became stricter also in this field even if formally:

[a] The systems allows for Mutual recognition between laboratories

[b] India exempts import of textile and textile articles intended exclusively for export production from the testing.

Nevertheless, according to a recent study the testing fees and procedures particularly hamper the importers of high quality apparel products, importing small quantities and different models. Importers must submit a sample of each model/design for testing. The costs of the tests represent about 10 % of the CIF value of the product. 
	High

	HIGH
	India
	H
	Since 2000 EU companies willing to access the Indian market with their own retail shops are complaining of the hurdles that do not allow them to set-up their distribution network. This is really hampering access to final consumer for medium to high quality products.
	High

	HIGH
	Indonesia
	H
	Recent enquiry with companies confirmed: the increasing difficulties to access this market: A growing problems with import documentation and in particular certificate of origin (see below – ban of textiles). In addition the recent measure concerning additional import duties seems to become problematic. Finally some companies stressed the fact that labelling is becoming difficult particularly in relation with the product composition.
	High

	HIGH
	Indonesia
	TC
	Ban of textile imports: End 2002, Indonesia published a new law aiming at preventing the circulation of “illegal imported textiles in the Indonesian market” (from China) by allowing imports only from companies recognized as “Textile Importer Producer” and fulfilling certain conditions set in article 3 of the decree. There is a lot of red tape to be satisfied to maintain this position (article 6) and the sanctions are nearly immediate (article 7). Up to now the rare EU exporters did not complaint….but the potential damage is still present. 
	High

	HIGH
	Indonesia
	H/TC
	In general the barriers identified vary across sectors but the most commonly mentioned were:

· Import Licensing requirements – lengthy and non-transparent approval process;

· Customs clearance and examination – facilitation fees. The process can be described as long dominated by customs delays, excessive paperwork and high levels of corruption (“unofficial fees” often required).
· Customs tariff classification – differing interpretation, non-consistency;

· Customs valuation – price database applications;

· Intellectual Property Rights  - IPR enforcement problems.
	High

	HIGH
	Indonesia
	TC
	Internal taxes and charges: Import “deposits” required; VAT and luxury taxes totalling up to 45 percent on some textile/apparel products collected from imported but often not from domestically produced goods.
	High

	HIGH
	Indonesia
	H
	Distribution Limits and Restrictions: Regulations concerning distribution system favour local manufacturers; also numerous anti-competitive business practices, including tax incentives and subsidized lending.
	High

	HIGH
	Indonesia
	H
	Subsidies: widespread use of export and domestic industry subsidies.
	High

	
	Japan
	TC
	Marking and labelling: Despite the fact that the Japanese legislation requires the fibre composition for furnishing and clothing products in Japanese, the size of the market may explain why companies with the help of the importers are doing their utmost to label in native language, including the care labelling. A new legislation should enter into force in 2003.
	Low

	
	Japan
	TC
	Technical regulation remains important in Japan, but since few years, the bilateral EU-Japan committee allows to reduce the impact of the problems. In some cases the importer is requesting on a “private base” to receive from the exporter some “health declaration and/or, quality certificate”, but nothing is compulsory so far we are informed.
	Low

	HIGH
	Malaysia
	H
	The customs authorities are bureaucratic and the feeling is that they operate in a non-transparent way with an additional layer of complexity to the already complex procedures on imports the prevalent barriers identified concerns:

· Import licensing and permit requirements – non-transparent, restrictive and discriminatory; 

· Customs Valuation - minimum prices: The potential for minimum values to be imposed at Customs on the valuation of goods imposes a significant cost on importers and constitute a barrier to trade. Moreover a notional price system applied for excise and sales tax imposes additional costs to importers to the extent that they are frequently arbitrary and non-transparent.

· Customs clearance and examination – facilitation fees, delays and red tape;


	Medium

	HIGH
	Malaysia
	TC
	Recent enquiry proved that there may be some problems related with custom valuation which refers to a “reference price” system” but there is a need for further investigation
	Medium

	HIGH
	Malaysia
	TC
	Marking and labelling: few companies are reporting problems as far as concern the labelling of products (t.b.c.) 
	Medium

	HIGH
	Mexico
	TC
	Mexico has a long-standing record of non-tariff barriers and of custom problems since 1997/1998. Various reports identified the main problem are that can be summarised as follows: 

· Documentation requested is considered as cumbersome and is very complex (i.e. pedimento de importación, the commercial invoice, certificate of origin, product description, bill of lading, packing list, declaration on the value)

· The very tight control in particular for the certificate of origin are imposing such delays in custom clearance that it is suggested to use “verifications units” before clearance to avoid problems as all imported textile and clothing products are controlled. This practice is costly and did not secure 100% the custom clearance.

· Still today companies are facing custom valuation problems
	High

	HIGH
	Mexico
	TC
	Contrary to what was expected, the creation of the EU-Mexico free trade area has not simplified the situation. Recent information (2003) confirmed that EU companies are considering that Mexican Custom Services deliberately spend their time to “fault-findings” with respect to the FORMAL aspects (i.e. language…) of the EUR-1 certificate and that basic custom behaviour has not changed.
	High

	HIGH
	Mexico
	TC
	Marking and labelling:  Mexican legislation is requesting to print on the label the commercial brand, the product composition, the size (if needed) the care instructions, the country of origin (coherence with the certificate of origin) the name, denomination or social reason and fiscal registration number of the importer (or domestic producer).  Besides the cost of such specific labels, the main problems are to be found in the custom officers behaviour who are controlling in a very precise manner every labels and any small or minimal error is an excuse to reject the product. This way of doing has an important negative financial impact on companies, not to say about the penalties and additional costs faced by importers while it appears that domestic products are less controlled..
	High

	HIGH
	Pakistan
	TC
	Customs procedures: complex, time-consuming and often non-transparent Customs procedures. Additional duties practices.
	High

	HIGH
	Pakistan
	TC
	Internal taxes and charges: 12.5 percent sales tax and advance income tax (5 percent) applied to imports only is confirmed by EU companies.
	High

	HIGH
	Pakistan
	H/TC
	Subsidies: subsidies for domestic textile consumers of Pakistani-grown cotton.
	High

	HIGH
	Philippines
	H/TC
	The customs authorities are bureaucratic and the feeling is that they operate in a non-transparent way with an additional layer of complexity to the already complex procedures on imports. Barriers that have been reported in the past are:

· Customs Tariff Classification – inconsistencies and interpretations despite the existence of pre-shipment inspections required plus clearance from "Garments and Textile Export Board."
· Reference pricing: "export value" often used to determine dutiable value for textile products
· Customs operational procedures –facilitation, delays and red tape
· Intellectual Property Rights: the new law on Intellectual Property Rights was adopted in 1997, it seems that there is a lack of enforcement and proliferation of counterfeit products remain a big problem

· Foreign exchange problems
	Medium

	HIGH
	South Africa
	TC
	Reference pricing: arbitrary customs valuations for textile products and specific duties imposed on textile imports in 1996.
	Medium

	HIGH
	South Africa
	TC
	Pre-shipment inspection as well as general import duties too high despite Free Trade Area
	Medium

	HIGH
	South Korea
	TC
	Recent information (2003) indicate that in South Korea companies are still facing problems with import documentation, and in some cases with minimum custom value (valuation problem) while for some specific products an health /environmental certificate is requested. All this remind EU exporter that this country has a long record of custom related problems since 1996-1997 that have not been resolved while this market is evidently one of the most advanced and of the “richest” of the region.
	Medium/

High

	HIGH
	South Korea
	H/TC
	Customs procedures are time-consuming and subject to change; finished goods face greater delays than raw materials; clearance times doubled and tripled during “anti-import” campaign in 1996.
	Medium/

High

	HIGH
	South Korea
	TC
	Marking and labelling. : Generally the importer is allowed to affix the label (in Korean language) after custom clearance process that explains the low level of complaints from EU companies. Nevertheless the request of information for a woven label is important and is generally given by the EU exporter (in English): country of origin, fibre composition, name of the manufacturer, name of the importer, size, and cleaning instructions. In addition for specific products one should add information such as the date of manufacturing, the specificities of the fabric (“waterproof”…) …. In addition the importer should add the price of the product CIF and the estimated retail price. 

Generally speaking there is a risk that the excessive checks and the problems caused for small inconsistencies with the requirement witnessed in other sectors became also reality for textile and clothing products.   
	Medium/

High

	HIGH
	South Korea
	H
	Other barriers: Import financing restricted by burdensome (very short – 20 days) payment terms.
	Medium/

High

	HIGH
	South Korea
	H
	Distribution limits and restrictions: • Widespread anti-competitive business and distribution practices (“chaebols”/business cartels) create monopolistic forces, which may shut imported goods out; tariff-rate quotas on some textile products.
	Medium/

High

	HIGH
	Taiwan
	TC
	Intellectual property rights not sufficiently protected
	Low

	HIGH
	Taiwan
	TC
	Technical regulations seems to be the main exporting problem
	Low

	HIGH
	Thailand
	H/TH
	The customs authorities are bureaucratic and the feeling is that they operate in a non-transparent way with an additional layer of complexity to the already complex procedures on imports. Slow speed in providing customs services. In addition it appears that that the government officials’ interpretation of rules and regulations for quality and standards is very questionable as those are not always in line with international standards. Importers feel reluctant to raise this problem to their authorities as it is time-consuming and may worsen the situation

Barriers under particular consideration in this study are:

· Customs Valuation - minimum prices : arbitrary valuation. Recently few companies indicate existence of additional import duties
· Customs clearance and examination is based on excessive documentation requirements, delays and red tape;

· Customs Tariff Classification – inconsistencies and interpretations

· Product registration and licensing: it seems that some textile products require non-automatic import licenses
	Medium/

High

	HIGH
	USA
	TC
	The US market is the main export single market for EU companies and companies are supporting very high costs to clear their products, but being accustomed to it companies do generally not complaint loudly about the hidden costs of exporting to the USA.  Having said this one should recognise that besides tariff peaks in targeted textile and clothing areas, the US customs are  perceived as unnecessary difficult. 

Companies generally indicate that compulsory custom documentation and origin requirements are burdensome, complex and delaying clearance (see below). Textile and clothing companies considers that custom clearance procedure is very well described on page 17 of the « 2002 Report on US Barriers to Trade and Investment » published by the Commission and that a simplification of the process is really needed.
	Medium

	HIGH
	USA
	TC
	More recently some companies complained about few cases custom valuation problems; costs for custom clearance that are fixed at a level of 100 USD, whatever is the value of the product; absence of simplified custom procedure for samples, duties and charges other than tariffs on cotton products.
	

	HIGH
	USA
	H/TC
	The « Container Security Initiative » has important impact on customs clearance for European textile and clothing products. Those products exported from accredited ports (Le Havre, Rotterdam, Genoa…) are overcoming more easily the custom clearance procedure than the ones exported from non-accredited ports (Marseille…).
	Medium

	HIGH
	USA
	TC
	Origin requirements : there is a different regime based on fibre composition : a) for wool products there is the «Single declaration»  b) for all the other they must comply with the  «Negative declaration» which requires an important array of information such as composition, mixture, origin….
	Medium

	HIGH
	USA
	TC
	New requests for marking and labelling.  Since 1st January 2002 the labelling legislation has changed imposing a sewn label that has to encompass fibre composition, care instructions using the US standard as well as the origin of the product. This is imposing additional costs to customs clearance 
	Medium

	HIGH
	USA
	TC
	Few companies are complaining about the technical regulations to be met. (t.b.c.).
	Medium
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� In alphabetical order: Brazil (2002), Pakistan (2001), Sri Lanka (2000), Ukraine (2000), Vietnam (2003)
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