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EXECUTIVE SUMMARY 

 Numerous empirical and qualitative studies in the Agreement on Textiles and Clothing (ATC) 

period were conducted to assess the impact of quota free regime (Post-2005) on the 

exports of Textiles and Clothing (T&C) from developing countries. While most of the studies 

had reached a near consensus that China and India would benefit from the removal of 

quotas, the verdict was less unanimous of the impact on T&C exports from smaller players 

including Pakistan.  It is now increasingly recognised that among smaller countries, 

Bangladesh exports in clothing have done particularly well, and Vietnam has been successful 

in gaining a share of world T&C exports in the Post-ATC period.  It is an appropriate time to 

assess the Post-ATC impact on T&C exports from Pakistan now that 5 years have elapsed 

since the expiry of quotas. However, it is worth mentioning that trade of T&C is still not fully 

liberalised in the neo-classical sense and remains circumscribed by WTO rules and 

regulations, PTAs between regions (NAFTA, SAFTA, ASEAN, EU, etc.) and individual 

countries. Frequent activation of safeguard, anti-dumping, environment, drug and child 

labour clauses further undermine the trading spirit visualised for the Post-ATC regime.  

The purpose of this study is to assess the perfoǊƳŀƴŎŜ ƻŦ tŀƪƛǎǘŀƴΩǎ T&C exports during the 

six year (2003-2008) period by dividing it into ATC (2003-2005) and Post-ATC (2006-2008) 

periods. Assessment of Post-ATC is carried out at sub-sectoral level (Chapter 50-63) and 551 

filtered HS-6 digit lines level. Regional and country level dimension is added to the 

assessment by incorporating our three main competitors, i.e. China, India and Bangladesh.  

Moreover, the performance is also assessed with reference to our main export markets, i.e. 

USA and EU.  Using simple methodology of calculating Revealed Comparative Advantage 

(RCAs), Bilateral RCAs (BRCAs) and Export Competitive Pressure Indices (ECPI and RECPI), we 

position the 551 lines of T&C sector into competitive, threatened, weakened and emerging 

lines. Much of the later chapters are devoted to the analysis of threatened lines from a 

ŎƻƳǇŜǘƛǘƻǊΩǎ ŀƴŘ ƳŀƧƻǊ ŜȄǇƻǊǘ ƳŀǊƪŜǘ ǇŜǊǎǇŜŎǘƛǾŜΦ  ²ƘƛƭŜ ǘƘŜ ǇƻǇǳƭŀǊ ŎƘŀǊŀŎǘŜǊƛsation of 

PakistanΩǎ exports lacking product and market diversification is once more evident in 

assessing the Post-ATC performance, the major contribution of this baseline/report card 

study is the identification and importance in total T&C exports of HS-6 digit level products 

that retain competitiveness, are threatened and emerging or have weakened in the Post-
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ATC regime.  The identification and positioning of these products relative to our 

competitorsΩ positions, and in our major export market provides an evidence based 

database to industry and trade analysts and strategists for various kinds of interventions at 

the industry/firm level and fine-tuning trade negotiations and trade diplomacy. The 

following main findings emerge after empirically analysƛƴƎ ŀƴŘ ŎƻƳǇŀǊƛƴƎ tŀƪƛǎǘŀƴΩǎ T&C 

export performance during ATC and Post-ATC period. 

A. Macro Overview of the Sectoral and Sub-sectoral T&C Exports 

i) Between ATC and Post-ATC, the average annual T&C exports of Pakistan in nominal 

terms increased slightly from $ 9.6 billion to $ 10.75 billion.  During the two regimes, 

tŀƪƛǎǘŀƴΩǎ ǎƘŀǊŜ ƻŦ T&C exports in world exports fell marginally from 2.09% to 1.89%. 

However, the average RCA between the two periods increased marginally from 

12.73 to 13.36.  

ii) The T&C exports are highly concentrated in 6 sub-sectors.  T&C exports of four 

sectors, i.e. 52 (cotton), 61 (knitted articles of apparel and clothing accessories), 62 

(non-knitted articles of apparel and clothing accessories), and 63 (other man-made 

textiles articles) account for 85% of total T&C exports. Two more sectors, i.e. 54 

(man-made filaments) and 57 (carpets and other textiles floor coverings) take the 

total to 96% T&C exports. These 6 sectors are referred to as ΨƳŀƧƻǊΩ sub-sectors and 

ǊŜƳŀƛƴƛƴƎ ŀǎ ΨƳƛƴƻǊΩ ǎǳō-sectors in the subsequent analysis. 

iii) The average export shares of sub-sectors 54 (man-made filaments) and 60 

(knitted/crocheted fabrics) decreased noticeably between the two regimes while the 

share of sub-sector 55 (man-made staple fibers) went up. 

iv) Out of six major sub-sectors, i.e. 52, 54, 57, 61, 62 and 63, four experienced a single 

digit growth rate in Post-ATC as compared to double digit growth in ATC period. 

Minor sub-sector 55 (man-made staple fibers) experienced a substantial growth rate 

between the two regimes. 

B. Competition in Sub-Sectors 

i. tŀƪƛǎǘŀƴΩǎ ŀǾŜǊŀƎŜ ƎǊƻǿǘƘ ƻŦ ¢ϧ/ ŜȄǇƻǊǘǎ ōŜǘǿŜŜƴ !¢/ and Post-ATC periods at 

4.1% remained smaller than all its three regional competitors, i.e. China, India and 
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Bangladesh that increased at the rate of 12.1%, 10.4% and 11.7% respectively. 

.ŀƴƎƭŀŘŜǎƘΩǎ ŀǾŜǊŀƎŜ ƴƻƳƛƴŀƭ ŜȄǇƻǊǘǎ ƻŦ ¢ϧ/ ƛƴ tƻǎǘ-ATC period at $ 10.3 billion 

now almost equal that of Pakistan in Post-ATC period. 

ii. .ŀƴƎƭŀŘŜǎƘΩǎ ƳŀǊƪŜǘ ǎƘŀǊŜ ƛƴ ƳŀƧƻǊ ǎǳō-ǎŜŎǘƻǊǎ ŀǊŜ ƴƻǿƘŜǊŜ ƴŜŀǊ tŀƪƛǎǘŀƴΩǎ ƳŀǊƪŜǘ 

share except in sub-sector 62 (non-knitted clothing articles), where its share in world 

market is three times that of Pakistan. Among minor sub-ǎŜŎǘƻǊǎΣ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ 

of sub-sector 55 (man-made staple fibers) performs consistently better in terms of 

growth rates, shares and RCAs. 

iii. Sub-sector correlations in Post-ATC growth rates, shares in world exports, and RCAs 

between Pakistan and Bangladesh is fairly high indicating a high degree of 

competitiveness and similarity in production structures of T&C sub-sectors of the 

two countries. 

iv. The sub-sector growth rates, shares and RCA of India suggest a greater 

diversification of T&C exports. Out of eight minor sub-sectors, India experienced 

double digit growth rates in 5 sub-sectors, i.e. 51 (wool, fine or coarse animal hair), 

55 (man-made staple fibers), 56 (wadding, felt and non-woven), 58 (special woven 

fabric) and 60 (knitted/crocheted fabric). Only in sub-ǎŜŎǘƻǊ ррΣ tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ 

ǊŀǘŜ ǿŀǎ ƘƛƎƘŜǊ ǘƘŀƴ LƴŘƛŀ ŘǳŜ ǘƻ ŦƻǊƳŜǊΩǎ ǎƳŀƭƭ ōŀǎŜΦ 

v. The correlation of sub-sectoral growth rates, shares in world exports between 

Pakistan and India are smaller than in case of Pakistan and Bangladesh indicating 

LƴŘƛŀΩǎ ǊŜƭŀǘƛǾŜƭȅ ƳƻǊŜ ŘƛǾŜǊǎƛŦƛŜŘ ¢ϧ/ ǇǊƻŘǳŎǘƛƻƴ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ŜȄǇƻǊǘ ǇǊƻŦƛƭŜΦ 

However, an improved and stronger correlation among Post-ATC RCAs of the two 

countries suggests that specialisation and competitiveness in similar sub-sectors is 

increasing between the two countries. 

vi. 9ȄǇƻǊǘǎ ŦǊƻƳ /Ƙƛƴŀ ƛƴ tŀƪƛǎǘŀƴΩǎ р ƳŀƧƻǊ ǎǳō-sectors (except sub-sector 52, i.e. 

cotton) continued to record double-digit growth in Post-ATC as in ATC period. Only 

the growth in sub-sectors 50, i.e. silk, and 55, i.e. man-made staple fibers was higher 

for Pakistan. Average share of China in world exports were in double-digit and 

increasing in all sub-sectors except in sub-sector 53, i.e. other vegetable textiles 

fibers. The trends in ATC and Post-ATC RCAs of China closely followed the trends in 

growth rates. 
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vii. The correlations among the three indicators, i.e. growth rates, shares in world 

exports and RCAs in ATC and Post-ATC for China are even smaller than for India 

indicating even weaker competition at the sub-sectoral level in the world market.  

C. Filtering and Positioning of Individual Lines in the T&C sector 

i. Using a modification of the methodology suggested by Mahmood (2005) to position 

products according to average RCA values, we filter a sub-set of 551 lines from a 

total of 835 lines belonging to Chapters 50 to 63, and position them into 

competitive, threatened, weakened and emerging lines in the Post-ATC period.  Out 

of the 551 lines, the RCA of 440 lines have retained their status quo between the two 

periods, i.e. RCA greater/less than unity in ATC period have RCA greater/less than 

unity in Post-ATC period. There is a net gain of 35 items in the Post-ATC period.  In 

Post-ATC period, 551 selected items constitute 98% of T&C exports of Pakistan.  The 

Post-ATC distribution of RCAs has tended to shift to the right yielding a higher 

proportion of higher index values indicating that comparative advantage has 

strengthened somewhat in the Post-ATC period. 

ii. Sub-sector wise, the numerical Post-ATC average RCAs of the selected products are 

higher than corresponding averages of ATC period (except sub-sector 57, i.e. carpets 

and other textiles floor covering) but the difference is statistically higher only for the 

two sub-sectors, i.e. 52 (cotton) and 54 (man-made filaments). Further evidence 

suggests that within each sub-sector, the structure of comparative advantage of 

individual lines did not change significantly for Pakistan. 

iii. In the Post-ATC period, Bangladesh emerged as a significant competitor in filtered 

lines in Chapters 61, 62 and 63. In case of India, it is the lines in Chapter 61, while in 

case of China, production and export structure of lines in sub-sectors 52, 61 and 63 

has significantly moved away or diversified in relation to lines exported by Pakistan 

in these sub-sectors. 

iv. Another finding is that Pakistan neither gained nor lost its share with respect to the 3 

countries in more specialised lines within the major sub-sectors, 61 and 62. 

v. The positioning of 551 filtered lines reveals 120 lines or 21.51% of total filtered lines 

ǘƘŀǘ Ŧŀƭƭ ǳƴŘŜǊ ǘƘŜ ŎŀǘŜƎƻǊȅ ƻŦ ΨǘƘǊŜŀǘŜƴŜŘΩ ƭƛƴŜǎΦ !ŘŘƛǘƛƻƴŀƭƭȅΣ млс ǇǊƻŘǳŎǘ ƭƛƴŜǎ ƻǊ 

19% of lines have weakened further in the Post-quota period.  In terms of share in 
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total T&C exports in Post-ATC period, the threatened and weakened product lines 

constitute 33.7 and 0.2 percent respectively. 

D. Threatened Products: Positioning Competitors 

i. Descriptive analysis of 120 threatened lines indicate that sub-sector HS-61, i.e. 

knitted articles of apparel and clothing, with 28 lines (23.3% of total threatened 

lines) has the highest number of threatened lines. In terms of highest share in total 

exports of the sub-sector, 5 lines of sub-sector 56, i.e. wadding, felt and non-woven, 

constitute 83.3% of exports of that sub-sector. Twenty-nine items with individual 

shares greater than 0.5% of total exports of threatened lines constitute 90% of total 

exports of threatened lines. 

ii. Among the 120 threatened lines, in 77 lines, Pakistan experienced a negative growth 

rate between the two regimes, as compared to a corresponding positive growth rate 

of world exports. 

iii. 9ƳǇƛǊƛŎŀƭ ŜǾƛŘŜƴŎŜ ŦǳǊǘƘŜǊ ƛƴŘƛŎŀǘŜǎ ǘƘŀǘ ǿƛǘƘƛƴ мнл ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΣ tŀƪƛǎǘŀƴΩǎ ƭƻǎǎ 

of market share to China and India was the highest in slow growing categories. 

Moreover, Pakistan has not been able to hold its position neither in ATC nor in Post-

ATC periods in the specialised products with respect to all these three regional 

ŎƻƳǇŜǘƛǘƻǊǎΦ wŜǎǳƭǘǎ ŀƭǎƻ ǎǳƎƎŜǎǘ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ мнл ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƘŀǾŜ ƳƻǊŜ 

common Post-ATC export profile with India rather than China and Bangladesh. 

iv. The 29 core threatened lines belong to 5 major sub-sectors, i.e. 52, 54, 61, 62 and 

63. The aggregate Post-ATC share of 25 lines belonging to sectors 52, 61 and 63, in 

total exports of core threatened lines is 96.7%. 

v. Lƴ ǘŜǊƳǎ ƻŦ ŎƻƳǇŜǘƛǘƻǊΩǎ ǇƻǎƛǘƛƻƴƛƴƎΣ ƻǳǘ ƻŦ tŀƪƛǎǘŀƴΩǎ нф ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΣ LƴŘƛŀ 

is competitive in 13, China in 14, and Bangladesh in 7. Interestingly, only 2 of the 

lines among China and India are common. Thus, the threats to our exports in the 

Post-ATC were mutually exclusive or divided between China and India. 

vi. In case of China, the evidence indicates that in core threatened lines, Pakistan lost its 

world share to China in the fastest growing categories and to India, in slow growing 

categories. In addition, China continues to specialise in exports of different core 

threatened lines compared to Pakistan in Post-ATC period as in ATC period. 
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E) Core Threatened LƛƴŜǎ ŀƴŘ tŀƪƛǎǘŀƴΩǎ aŀƧƻǊ 9ȄǇƻǊǘ aŀǊƪŜǘǎ 

i. In both the regimes, EU is the bigger market relative to USA for T&C exports of 

Pakistan, Bangladesh and India, while in case of China, EU is the bigger market in the 

Post-ATC period. Thus, Pakistan faces greater Post-ATC threat in one of the most 

important markets from the largest suppliers of T&C. 

ii. In both the markets, Pakistan has the lowest growth rate in exports of T&C between 

the 2 regimes amongst the four countries. Growth rate for exports to EU is lower 

than USA by 3.4 percentage points.  

iii. In the US market, growth rate of major sub-sectors of textiles and their shares in T&C 

exports to USA, i.e. chapters 52, 54 and 57 decline between the two regimes, while 

in case of EU, the only major textiles sub-sector that experiences an increase in 

growth rate and a rise in share in T&C exports to EU in Post-ATC period is 52, i.e. 

cotton. Growth rate between the ATC and Post-ATC of all major clothing sub-sectors, 

i.e. chapters 61, 62 and 63, increased in both the markets. However, shares of sub-

sectors 61 and 63 in T&C exports to EU fell in the EU market. 

iv. Despite greater importance of threatened lines (T-lines) in T&C exports of Pakistan 

ǊŜƭŀǘƛǾŜ ǘƻ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎ όtŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ǎƘŀǊŜ ƻŦ ¢-lines in T&C exports in both 

the regimes is highest relative to its competitors), tŀƪƛǎǘŀƴΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ Post-

ATC period is worrisome due to capture of increased export shares of these lines to 

both markets by China and Bangladesh. The average exports of threatened lines to 

both the major markets fell only in the case of Pakistan, while its regional 

ŎƻƳǇŜǘƛǘƻǊǎ ƘŀǾŜ ŜȄǇŜǊƛŜƴŎŜŘ ŀ ƎǊƻǿǘƘ ƛƴ ŜȄǇƻǊǘǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ǘƻ 

both the markets. China and Bangladesh have reported greater percent increase in 

exports of these lines to the EU, while India to USA. Pakistan registered a greater 

decline of 1.48 percentage points in exports of these lines to USA as compared to EU. 

v. A measure of competitiveness in both the markets is captured using BRCA index for 

tŀƪƛǎǘŀƴ ŀƴŘ ƛǘǎ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎΦ tŀƪƛǎǘŀƴΩǎ 9¦-BRCA declines in 22 of 29 lines. 

The export of twenty-two threatened lines to EU in the ATC period amounted to $ 

1.05 billion, and dropped to $ 0.85 billion (a decline of 19.0%). In 26 lines, one or 

more competitors BRCA increases in the Post-ATC period. The export of 21 

threatened lines to USA in the ATC period amounted to $ 1.20 billion, and dropped 
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to $ 0.93 billion (a decline of 22.3%). There is greater percentage decline of 

threatened lines in EU market as compared to USA market, but USA is a bigger 

ƳŀǊƪŜǘ ŦƻǊ tŀƪƛǎǘŀƴΩǎ core threatened lines in ATC and Post-ATC period.  In both 

markets, a total of 27 of 29 lines face erosion in competitiveness.  

vi. Export Competitive Pressure Index (ECPI) is used to assess whether competitive 

ǇǊŜǎǎǳǊŜ ŀƎŀƛƴǎǘ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ has increased in the Post-ATC 

period, and the findings suggest that China exerts the greatest pressure in the Post-

ATC period in the EU and USA markets. 

vii. Relative Export Competitive Pressure Index (RECPI) is used to show how many times 

bigger the competitoǊǎΩ ŜȄǇƻǊǘǎ ƻŦ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƘŀǾŜ ōŜŎƻƳŜ ǿŜƛƎƘǘŜŘ ōȅ ǘƘŜ 

ƛƳǇƻǊǘŀƴŎŜ ƻŦ ǘƘƻǎŜ ƭƛƴŜǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ōŀǎƪŜǘ ǘƻ ǘƘŜ ŘŜǎǘƛƴŀǘƛƻƴ ƳŀǊƪŜǘΦ !ƴ 

increase in RECPI and fall in BRCA imply declining competitiveness and increased 

competition in the destination market. We find that there are 16 lines that face 

intensified competitive pressure and lower competitiveness Post-ATC in both the 

markets; in addition there are 4 such lines in which Pakistan faces this threat only in 

EU, and 1 line in US, bringing the total to 21. 

F) Emergency Trade Preference by EU: Opportunity and Competition 

i. We apply the preceding simple empirical methodologies to analysŜ tŀƪƛǎǘŀƴΩǎ 

position vis-à-vis its regional competitors in those 64 HS-8 digit level T&C items that 

EU agreed for a tariff waiver to help uplift the economy from the adverse effects of 

2010 floods. As the analysis is carried out at the HS 6-digit level, the 64 items map to 

60 items at the 6-digit level (31 textiles and 29 clothing). 

ii. Average exports of 60 lines increased by over 30% between the two regimes for 

Pakistan, more than 100%, 30% and 20% for China, Bangladesh and India 

respectively. However, share of 60 lines in total T&C increased by 7 percentage 

points between the two regimes for Pakistan, remained unchanged for China, while 

it fell for India and Bangladesh. Amongst the four countries, the exports share in 

total T&C to EU is the highest for Pakistan (27.13%), implying greater export 

concentration within the T&C sector in just a few product lines for Pakistan. 

iii. Global RCA is computed and positioning of the 60 items reveals that there are 40 

competitive lines, 17 threatened and 3 weakened. Amongst 40 competitive, 24 
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belong to textiles and 16 are clothing. Seven lines of textiles are threatened and the 

remaining threatened lines are clothing. 

iv. To analyse how 60 lines of Pakistan are positioned vis-à-vis its competitors in the EU 

market, BRCA is used. In case of Pakistan, 44 are competitive (22.2% share in T&C 

exports to EU) of which 26 are textiles and 18 clothing, and 13 are threatened (4.9% 

share in T&C exports to EU), of which 5 are textiles and 8 are clothing.  

v. tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎΩ Ƴŀƛƴ ŎƻƴŎŜǊƴ ƭƛŜ ƛƴ ǘƘŜ ŎƭƻǘƘƛƴƎ ƭƛƴŜǎ ǎƛƴŎŜ ŦƻǊ LƴŘƛŀ ŀƴŘ 

China, these comprise 12.9% and 15.7% of T&C exports to EU respectively. 

.ŀƴƎƭŀŘŜǎƘΩǎ ƎǊŜŀǘŜǊ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ƛǎ ŦƻǳƴŘ ƛƴ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ŎƭƻǘƘƛƴƎ ƭƛƴŜǎΦ 

!ƭǎƻΣ ǘƘŜǊŜ ƛǎ ǎǘƛŦŦŜǊ ŎƻƳǇŜǘƛǘƛƻƴ ŀƳƻƴƎǎǘ ǘƘŜ ŦƻǳǊ ƛƴ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ŎƭƻǘƘƛƴƎ 

lines. 

vi. ECPI reveal that competitive pressure for Pakistan in exports of 60 lines to EU has 

increased notably from China in Post-ATC period so that a tariff waiver would ease 

the pressure for Pakistan in T&C sector. 

vii. Estimates from the various methodologies and under varying assumptions indicate 

that benefits from emergency trade concessions only to Pakistan can range from US 

$ 92 million (ECPI weighted estimates) to US $255  million (Gross, based on up-

gradation of threatened to competitive share).  Moreover a 1% capture of respective 

shares of competitive exports of competitors to EU by Pakistan due to tariff 

reduction adds US $ 115 million to our exports.    

1. Policy Relevance and the Way Forward 

It is well documented ƛƴ ǾŀǊƛƻǳǎ ǎǘǳŘƛŜǎ ƻƴ tŀƪƛǎǘŀƴΩǎ ǘǊŀŘŜ Ŧƭƻǿǎ ǘƘŀǘ ƛǘǎ ŜȄǇƻǊǘǎ ŀǊŜ 

concentrated in products and markets. This report further documents the evidence that in 

Post-ATC period, the T&C exports of Pakistan not only continued to follow the ATC trends 

and profile, but product and spatial concentration of its T&C exports increased slightly.  In 

era of relatively liberalised trade, competition has intensified for thousands of T&C products 

and among many established players and new entrants to capture the market share.  Thus 

informed policy interventions are needed on a continued basis at the industry/product level 

in order to remain competitive, increase diversification and respond to ever changing 

international, regional and bi-lateral trading environment.  However, for informed decision-

making, a crucial pre-requisite for effective targeting of interventions at the industry/firm 
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level or at the competitor/market level is the availability of frequently updated data 

base/report card of competitive performance of individual products, globally, in selected 

export markets and among competitors to trade and industry specialists, practitioners and 

trade strategists.  The present study fills this crucial void in the database of T&C exports at 

the product level by assessing their export performance in ATC and Post-ATC period and 

positioning a majority of product lines into competitive, threatened, emerging and 

weakened lines.   

How are the database of identified products and their positioning in this study related to, 

relevant to or contribute to the policy formulation for increasing and diversifying T&C 

exports in the country?   

1.1 Input to Mapping Exercise: 

The study provides a filtered set of products in terms of importance in exports, markets and 

regional competition that can be or need to be mapped onto the industry and firm level.  

The mapping matrix will provide a starting point for the identification of industry/firms 

involved in the exports of the identified products as per their competitive status, direction 

and volume of exports. 

1.2 Indirect Input into Intervention and Implementation Matrix: 

The mapping matrix in (1.1) above facilitates the construction of a blueprint matrix for 

interventions at the industry and firm level by type of interventions.  These interventions 

can be: 

i. Policies at the macro level, i.e. fiscal, monetary, exchange rate, etc.  
ii. Structural, i.e. techniques of production, organisational structure, labour 

productivity, etc.  
iii. Trade facilitation including marketing,  
iv. Aid for trade  
v. Trade negotiations 

1.3 Facilitate Prioritisation: 

In an environment of limited capacity and resources to implement interventions, this data 

base of filtered T&C products can facilitate in prioritisation of products in terms of export 
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pressure, threats and markets for effective intervention in terms of greatest bang for the 

buck or plucking low hanging fruits.  

1.4 Improving the Quality of Stakeholder Consultation: 

The positioning of products in the competitive spectrum provides an early warning check list 

that calls for informed stakeholder consultation among private sector trade and industry 

bodies, semi-government and government institutions and relevant ministries for strategic 

trade policy decisions and interventions.  

1.5 Tool for Monitoring and Evaluation: 

The data base in this report card at the product and market level provides a benchmark for 

inter-temporal tracking of the competitiveness with respect to markets of US and EU as well 

as among regional competitors. In particular, if an intervention framework is designed 

around 120 threatened or 29 core threatened identified products, it will provide a 

benchmark to evaluate the effectiveness of subsequent policies and interventions at the 

industry/firm level.  Moreover, as comparative advantage is a dynamic concept, the 

vulnerability in competitiveness of individual products over the international trade, 

commodity price and economic cycles can be monitored, and cyclical changes can be 

isolated from structural changes in the RCAs. 

1.6  Tool for Trade Negotiations and Diplomacy: 

Positioning of products across markets and competitors in the report provides an informed 

basis for trade negotiators in international and bilateral negotiating forums to fine tune 

their negotiating skills and approaches to the advantage of the country. The positioning of 

product lines in this study can help to inform our trade strategists the extent to which third 

party PTAs, (e.g. EU-India FTA) are likely to benefit or capture our shares in T&C trade lines. 

In addition, each set of product lines classified into competitive, threatened, and emerging 

has the following specific policy relevance:- 

 

 



19 
 

1.7 Competitive Products:   

i) The industry/firms mapped by competitive products can be used as model entities 

to study/replicate their organisational structure, marketing and production 

strategies. These structures can be modified for application in threatened and 

emerging product industry/firms.   

ii)  In negotiating bilateral Preferential Trade Arrangements, if the partner country is 

not a major T&C country, these products can be included in the positive or 

excluded from negative list as competitively priced exports from Pakistan will 

generate consumer surplus in the importing partner country.   

iii)  In case the partner country has sizeable T&C sector, efforts can be made not to 

ƛƴŎƭǳŘŜ ǘƘŜƳ ƛƴ ΨǎŜƴǎƛǘƛǾŜΩ ƭƛǎǘ ŀƴŘκƻǊ ŜȄŎƭǳŘŜ ǘƘŜƳ ŦǊƻƳ ǘǊŀŘŜ ǊŜǎǘǊƛŎǘƛƴƎ ŎƭŀǳǎŜǎΦ 

1.8 Threatened Products:  

i) In-depth studies of industry/firms identified by creating threatened 

product/industry-firm mapping will create an informed data base for targeted 

interventions and stakeholder consultation.  In the first phase, 29 core 

threatened products identified in this report should be selected.   

ii) During negotiations of PTAs, efforts be made to include the 29 core threatened 

lines in positive or exclude them from negative list in order to increase 

preferential market access.  

iii) In case the partner country has a sizeable domestic production of these core 

lines, efforts can be made to include some lines from the other 91 threatened 

items in preferential arrangements to increase market access and diversify our 

exports.   

iv) The identification of threatened lines in this study will enable the trade officials 

to flag the adverse impact of third party PTAs on our exports and strengthen the 

case for a preferential agreement with any of the third party partners.  

v) Moreover, the identification of competitors in our threatened lines should be 

taken as an opportunity to study in detail their industry and export strategies 

with regard to these lines.           
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1.9 Emerging Products:  

i) The identification of emerging products in this study and their ultimate mapping 

onto respective infant industry/firms will help trade policy makers to evaluate 

the existing set of interventions to assess if more feasible incentives can be 

given in order to generate competitive and sustainable exports in these lines.  

ii) Efforts must also be made to assess the world demand, export potential and 

competitive pressures in the long-run to create a diversified export base.   

iii) As with other positioned products, trade officials should negotiate and ensure 

preferential market access to these emerging products in PTAs and FTAs.  

iv) The identified emerging product lines can be flagged in stakeholder 

consultations as potential exports items for new markets.  
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CHAPTER 1: INTRODUCTION 

1.1 Background to the Study 

International trade in Textiles and Clothing (T&C) continues to be regulated in one form or 

the other since last many decades.  The regulations have evolved from restrictive-cum-

preferential regime in 1970s to less restrictive and competitive.  The Multi-Fiber Agreement 

(MFA) based on quantitative quotas of exports from selected countries into the importing 

countries was introduced by the developed countries in 1974 to protect their domestic 

industries from developing coǳƴǘǊƛŜǎΩ ƛƳǇƻǊǘǎΦ  ¢ƘŜ ǊŜǎǘǊƛŎǘƛƻƴǎ ǿŜǊŜ ǇƭŀŎŜŘ ƻƴ ǿƻƻƭΣ Ŏƻǘǘƻƴ 

and man-made fibers.  In the Uruguay Round of General Agreement on Trade and Tariffs 

(GATT), it was decided that the quotas placed on textiles would be gradually dismantled.  

The MFA was replaced by Agreement on Textiles and Clothing (ATC).  Therefore, ATC is a 

regime of transition from MFA to substantial liberalisation of the T&C trade.   

Textiles trade brought under the orbit of WTO and ATC required that the quotas be 

eliminated gradually in four phases over a ten-year period (1995-2004).  In stages 1 and 2, 

16 and 17 percent of import volumes (based on 1990 import volumes) were made quota 

free.  Relatively meaningful stages for developing countries were stages 3 and 4.  In stage 3, 

another 18% of import volumes were made quota free in January 2002.  In the last stage, 

the remaining 45% were integrated in January 20051.   

The exercise in assessing ǘƘŜ ƎƭƻōŀƭΣ ǊŜƎƛƻƴŀƭ ŀƴŘ ōƛƭŀǘŜǊŀƭ ŀƎǊŜŜƳŜƴǘǎΩ ƛƳǇŀŎǘ ƻŦ tƻǎǘ-ATC 

regime on imports and exports of T&C (aggregate and disaggregated level), generated a 

large amount of empirical and qualitative ex-ante studies for the policy makers and trade 

negotiators during the ATC period.  As a result, ex-ante inferences were drawn on various 

countries that are likely to benefit, lose or maintain status quo in the Post-ATC period. 

Martin (2007) in CRS Report for US Congress summarized the findings of a large amount of 

studies in the following few statements:- 

¶ Global trade in T&C would grow more quickly after the removal of quotas 

                                                           
1
 Integration here means putting a list of traded textiles and apparel products under WTO rules and hence not subject to 

quantitative restrictions such as quota. 
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¶ China and India would increase their market shares for both T&C exports, but there 

was no consensus on the amount of this increase; estimates for China varied from 

3% to 10% 

¶ The United States would import more of its T&C from China, ranging from one-third 

to two-thirds of its import 

¶ Preferential trade arrangements may buffer the impact of the quota removal for T&C 

manufacturers in the Caribbean, South and Central America, the Middle East and 

Africa 

¶ There is a possibility that the US, the EU and other WTO members may impose trade 

remedies in response to the increase in imports from China, India and Other Asian 

suppliers. 

1.2 Impact on Pakistan 

A common feature of most of the empirical studies on Pakistan and other countries 

appearing around the end of ATC regime was their ex-ante assessment of impact of Post-

ATC scenario.  Recently, many empirical studies are being generated that analyse the ex-

Post impact of Post-ATC scenario. Whalley (2006) using a multi-country CGE model and 

using the first year of Post-ATC period, i.e. 2005 trade data for Pakistan concluded the 

following:- 

άtŀƪƛǎǘŀƴ ƛǎ ŀ ŎŀǎŜ ǿƘŜǊŜ ǘƘŜ ǇƻǎƛǘƛǾŜ ŜŦŦŜŎǘǎ ƻŦ ǘƘŜ ǊŜƳƻǾŀƭ ƻŦ aFA restraints were offset 

by other factorsΣ ŀƴŘ ƻǾŜǊŀƭƭ tŀƪƛǎǘŀƴΩǎ ǎƘŀǊŜ ƻŦ ¦{ ŀƴŘ 9¦ ƳŀǊƪŜǘ Ŧŀƭƭǎ ƭƛǘǘƭŜΦ  tŀƪƛǎǘŀƴ ƭƛƪŜ 

other non-Chinese Asian suppliers exhibits less volatility in import shares in the US for 

individual product categories than is the case for China.  ILO (2005) report increases in T&C 

exports for the first four months of 2005, but also report that a 13.4% EU anti-dumping duty 

on bed wear and the reintroduction of a 12% tariff on textiles exports restrained export 

ƎǊƻǿǘƘέΦ 

A World Bank (2ллпύ ǎǘǳŘȅ ǎǘŀǘŜǎΣ άOverall, the short-run impact of MFA abolition will be 

positive on the textiles sector, negative on clothing.  The analysis suggests that Pakistan will benefit 

substantially from abolition of its own quotas, with the benefits resulting from improved efficiency 

of resource allocation outweighing the loss of quota rents.  However, given that the quotas on all 

other exporters will be eliminated at the same time, the picture is less clear cut.  Pakistan can be 

confident of experiencing a significant increase in textiles output and exports, but may suffer a 

significant fall in output and exports of clothing, a result of stronger competition from countries with 

ƘƛƎƘŜǊ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƴ ǘƘƛǎ ǎŜŎǘƻǊέΦ   
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aŀƘƳƻƻŘ όнллрύ ƻōǎŜǊǾŜǎΣ ά¢ƘŜ ŘƻƳƛƴŀƴŎŜ ƻŦ ǘƘe textiles and clothing sector is consistent 

ǿƛǘƘ tŀƪƛǎǘŀƴΩǎ ŜȄƛǎǘƛƴƎ ƴŀǘǳǊŀƭ ŀƴŘ ƘǳƳŀƴ ŦŀŎǘƻǊ ŜƴŘƻǿƳŜƴǘǎΦ  IƻǿŜǾŜǊΣ tŀƪƛǎǘŀƴ Ƙŀǎ 

failed to move from low value-added to technology-intensive high-value added 

manufacturing.  In the present climate of trade lƛōŜǊŀƭƛǎŀǘƛƻƴΣ tŀƪƛǎǘŀƴΩǎ textiles and clothing 

ǿƛƭƭ ŎƻƳŜ ǳƴŘŜǊ ƛƴŎǊŜŀǎƛƴƎ ŎƻƳǇŜǘƛǘƛǾŜ ǇǊŜǎǎǳǊŜ ŦǊƻƳ ƭƻǿŜǊ Ŏƻǎǘ ǇǊƻŘǳŎŜǊǎέΦ 

aŀƴȅ ǊŜǎŜŀǊŎƘŜǊǎ ƘŀǾŜ ŀǎǎŜǎǎŜŘ tŀƪƛǎǘŀƴΩǎ ŜȄ-ante performance as part of a group of 

countries benefiting or losing out after the expiration of ATC.  Madhavi Majmudar (1996) 

has argued that while most gains are expected to move in favour of China and India due to 

economies of scale, the low labor cost countries such as Pakistan, Bangladesh, Indonesia 

and Philippines are likely to emerge as gainers.  Bernard (2005) supported the above view 

and argued that India, Pakistan, Bangladesh and Vietnam would be able to compete well in 

some product markets as the major exporters are expected to reduce the risk of sourcing 

from only one country.   

On the other hand, Adhikari and Weeratunge (2007) analysed the 18-19 month period after 

the MFA phase-out and showed that the phase-out did not bring drastic changes in the 

export composition and production structure as envisaged earlier.  But countries like 

Bangladesh, Cambodia, Indonesia and Vietnam, which benefited from this, whereas 

majority of countries which mainly survived on PTAs, have not been able to take advantage 

of the safeguards.   

Lƴ WƻŀǊŘŜǊΣ Iƻǎǎŀƛƴ ŀƴŘ IŀƪƛƳ όнлмлύΣ ǘƘŜ ŀǳǘƘƻǊǎ ŎƻƴŎƭǳŘŜΣ άLn the Post MFA period, 

countries like China, Vietnam, Indonesia, India and Bangladesh were getting momentum 

growth in the USA apparel market at the expense of Mexico, Honduras, El Salvador, 

Pakistan, Guatemala, etc.  However as the recession started only China, Vietnam, and 

.ŀƴƎƭŀŘŜǎƘ ǿŜǊŜ ǎǳŎŎŜǎǎŦǳƭ ǘƻ ŎƻǇŜ ǿƛǘƘ ǘƘŜ ŎƘŀƴƎƛƴƎ ŜŎƻƴƻƳƛŎ ǎŎŜƴŀǊƛƻΦέ  

1.3 Updating the Impact Assessment to 2008: An Overview 

While the regulatory regime in international trade of T&C is still evolving in 2011 and Post-

ATC impact is further complicated and/or mitigated by PTAs among regions, individual 

countries and safeguard measures, Table 1 gives a snapshot assessment and comparison of 
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final years of ATC (average of 2003-2005) with the first 3 years of Post-ATC regime (average 

2006-2008) for T&C exports2.   

Table 1.1: Average share in world exports - Top Exporters in T&C  
 

Textiles Clothing 

Country ATC 
POST- 
ATC 

Gainer (G) 
or 

Loser (L) 
Country ATC 

POST-
ATC 

Gainer (G) 
 or 

Loser (L) 

1 EU* 35.0 32.9 L China 24.6 32.4 G 
2 China 17.8 24.0 G EU 27 28.2 29.3 G 
3 USA 6.2 5.3 L HK, China ** 3.1 1.5 L 
4 HK, China** 0.4 0.2 L Turkey 4.3 3.9 L 
5 Korea, Rep.  of 5.6 4.4 L Bangladesh 2 2.9 G 
6 India 3.9 4.1 G India 2.9 3 G 
7 Turkey 3.3 3.7 G Vietnam 1.6 2.1 G 
8 Taipei, Chinese 5.2 4.1 L Indonesia 1.8 1.7 L 
9 Japan 3.6 3.0 L Mexico 2.9 1.6 L 
10 Pakistan 3.3 3.1 L USA 2.1 1.3 L 
11 UAE 0.3 1.6 G Thailand 1.6 1.3 L 
12 Indonesia 1.7 1.6 L Pakistan 1.2 1.2 - 
13 Thailand 1.3 1.3 - Tunisia - 1  
14 Mexico 1.1 0.9 L Cambodia    
15 Canada 1.2 1.0 L Malaysia    

*EU25 for years 2000 to 2004; EU27 for 2007 onwards 
**Domestic Exports 

SOURCE: International Trade Statistics (various issues) 

In the textiles sector, only China, India, Turkey and new entrant UAE are the gainers out of 

15 countries under consideration3, while 10 countries including Pakistan are losers in the 

Post-ATC era.  In case of clothing exports China, India, EU 27, Bangladesh and Vietnam are 

the gainers, while Pakistan retains the status quo and the remaining 9 countries lost their 

ƳŀǊƪŜǘ ǎƘŀǊŜΦ  Lƴ ǘŜǊƳǎ ƻŦ ƳŀƎƴƛǘǳŘŜΣ /ƘƛƴŀΩǎ ƎǊƻǿǘƘ ƛƴ ŎŀǇǘǳǊƛƴƎ ŜȄǇƻǊǘ ǎƘŀǊŜǎ ƻŦ ¢ϧ/ ƛǎ 

the largest.  The changes in Post-ATC shares of top 15 exporters lend some credence to the 

above ex-ante studies identifying the gainers and losers in the Post quota regime.   

1.4 Scope and Methodology of the Present Study 

The main objective of the study is a) to assess and compare the performance and global 

competitiveness of PŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ōŜǘǿŜŜƴ !¢/ ŀƴŘ tƻǎǘ-ATC period, b) to assess 

ŀƴŘ ŎƻƳǇŀǊŜ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ōŜǘǿŜŜƴ !¢/ ŀƴŘ tƻǎǘ-ATC period 

                                                           
2
 The rationale for including the year 2005 as ATC period is given in the next section 

3
 The countries were ranked as top 15 exporters in 2008.   
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vis-à-vis three regional competitors, i.e. China, India and Bangladesh, c) Filtering and 

identifying sub-sectors and products at the HS-2 and HS-6 level respectively, for Pakistan 

that are threatened or face competitive pressure globally or by regional competitors in the 

Post-ATC period.  It needs to be highlighted that the scope of the study does not include 

modeling or looking into the causative factors internal or external determining, the changes 

in competitiveness from ATC to Post-ATC period.  However, the study would support its 

findings by frequent tangential reference to internal and external factors documented in 

other studies.  The contribution of this benchmark study is the detailed assessment of 

export performance, product-wise, competitor-wise in Post-ATC period and identification of 

product-lines under threat in Post-ATC period for subsequent policy and trade interventions.   

The assessment on competitiveness is based on calculations of commonly used indicators 

i.e. Revealed Comparative Advantage Indices (RCA) and Export Competitive Pressure Indices 

(ECPI).  RCA indices are calculated at the HS-2 and HS-6 digit level and ECPI at the HS-6 digit 

level for Pakistan and regional partners, i.e. China, India and Bangladesh for the period 

2003-2008.  It is useful to mention upfront some weaknesses of RCAs:- Barry and Hannan 

(2001) show that RCAs have poƻǊ ǇǊŜŘƛŎǘƛǾŜ ŀōƛƭƛǘȅΦ  Lƴ ǎǘǳŘȅƛƴƎ LǊŜƭŀƴŘΩǎ ŎƻƳǇŀǊŀǘƛǾŜ 

advantage, Addison-{ƳȅǘƘ όнллрύ ƻōǎŜǊǾŜΣ ά¢ƘŜ ǇƻƻǊ ǇǊŜŘƛŎǘƛǾŜ ŀōƛƭƛǘȅ ƻŦ w/! ǘŜŎƘƴƛǉǳŜǎ 

ǊŜƛƴŦƻǊŎŜǎ ǘƘŜ ŘȅƴŀƳƛŎ ƴŀǘǳǊŜ ƻŦ ŎƻƳǇŀǊŀǘƛǾŜ ŀŘǾŀƴǘŀƎŜΧ ŀƭǘƘƻǳƎƘ ŀ ŎƻǳƴǘǊȅ Ƴŀȅ ƘŀǾŜ ŀ 

RCA in a particular industry at a specific moment in time, this does not guarantee that 

ŎƻƳǇŀǊŀǘƛǾŜ ŀŘǾŀƴǘŀƎŜ ǿƛƭƭ ōŜ ƳŀƛƴǘŀƛƴŜŘ ƎƻƛƴƎ ŦƻǊǿŀǊŘΧέ  .ŜƭōŀǎŜ ŀƴŘ YƘŀǊŜƭ όнллфύ 

ƴƻǘŜΣ άw/! ƳŜŀǎǳǊŜǎ ŎƻƳǇŀǊŀǘƛǾŜ ŀŘǾŀƴǘŀƎŜ ƛƴ ŀƴ ƛƴŘƛǊŜŎǘ ǿŀȅ ōȅ ǳǎƛƴƎ tƻǎǘ-trade data 

that manifest Post-trade relative prices as well as prevailing factor and product market 

distortions.  Hence a major limitation of RCA is that it is affected by anything that distorts 

trade (Mikic and Gilbert, 2007).  Still given the fact that pre-trade relative prices that rely on 

relative production costs cannot be generated, despite the limitation, RCA does give a rough 

ƛƴŘƛŎŀǘƛƻƴ ƻŦ ŎƻƳǇŀǊŀǘƛǾŜ ŀŘǾŀƴǘŀƎŜ ŀƴŘ ǎƻ ƛǎ ŀ ǿƛŘŜƭȅ ǳǎŜŘ ǘƻƻƭ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘΦέ  ¢Ƙǳǎ ƛǘǎ 

simplicity in calculations, concept and as a benchmark indicator still attract many 

researchers.  Yearly time trends, across two points in time RCAs, average RCAs and growth 

rate in RCAs are used by authors such as Belbase and Kharel (2009), Lall and Weiss (2007), 

Mahmood and Al-Hajji (2009), and Khatibi (2008) to assess comparative advantage and 
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competitiveness of exports.  Chisti, Zulfiqar and Naqvi (2008) extensively use ECPI to assess 

the competitive pressure on export of Pakistani Textiles to EU. 

The time trend between 2003 and 2008 is sub-divided into averages of two periods, i.e. ATC 

period (2003-2005) and Post-ATC (2006-2008).4,5  Though the ATC regime was abolished 

from 1st Jan 2005, and many countries were prepared for it, yet this study includes 2005 as 

the ATC period for Pakistan6.  The rationale is as follows: -  

a) Adjustment lags and delays: [ŀǎǘ ƳƻƳŜƴǘΩǎ ƘǳƎŜ ƭƛōŜǊŀƭƛǎŀǘƛƻƴ ŎŀǳǎŜŘ ƭŀǊƎŜ ŀƴŘ 

immediate adjustment pressures.  This would have led to inaccurate average estimations of 

competitiveness.  In case of Pakistan, the government was still considering to offer further 

incentives in the Budget 2005-06.   

b) Continued restrictions: one major difficulty in estimating relative competitiveness Post-

ATC or export growth rate analysis of Post-ATC are the deployment of trade remedies by 

USA and the EU to prevent the adverse impacts that were expected by ending quantitative 

restrictions.  Some restrictions were re-introduced on various products of T&C from China.  

{ŀŦŜƎǳŀǊŘ ƳŜŀǎǳǊŜǎ ǿŜǊŜ ƛƳǇƻǎŜŘ ƻƴ /Ƙƛƴŀ ōȅ ¦{! ƛƴ нллп ŀƴŘ нллрΣ ŀƴŘ ŀ ΨƳŜƳƻǊŀƴŘǳƳ 

ƻŦ ǳƴŘŜǊǎǘŀƴŘƛƴƎΩ ǿŀǎ ƴŜƎƻǘƛŀǘŜŘ ƛƴ ǿƘƛŎƘ ǎŜƭŜŎǘŜŘ ƛǘŜƳǎΩ ŜȄǇƻǊǘǎ ǿŜǊŜ ǘƻ ǊŜƳŀƛƴ ǊŜǎǘǊƛŎǘŜŘ 

until 2008.  T&C imports from China were restricted in the EU market till 2007.  Thus, after 

the end of the 4th Phase, different measures were thought out, and due to time taken in 

adjusting to Post-ATC, this paper places 2005 in the ATC regime.   

c) Booming world trade: Although as per ILO (2007) report, T&C manufacturers in Pakistan 

attributed the growth in exports in 2005 to Post-ATC, but the booming world trade and 

world economies in 2005 may have also contributed to this Post-ATC growth and distilling 

the two impacts is difficult.7  By grouping 2005 as ATC period, although Post-ATC exports 

                                                           
4
 Average values of RCAs during the two periods smooth out the fluctuations in RCAs due to volatility in trade flows.  

Volatility in trade flows can be due to supply/demand factors and/or abrupt changes in trade regulatory regime. 
5 Due to the non-availability of data for 2008 for Bangladesh at the time of RCA calculation, 2-year average RCA was used 
for Post-ATC period to compare with 3-year ATC average.  Given the rapid ƎǊƻǿǘƘ ƛƴ .ŀƴƎƭŀŘŜǎƘΩǎ ŜȄǇƻǊǘ ƻŦ ŎƭƻǘƘƛƴƎΣ ƛǘ 
might understate the Post-ATC competitive presǎǳǊŜ ƻƴ tŀƪƛǎǘŀƴΩǎ ŎƭƻǘƘƛƴƎ ŜȄǇƻǊǘΦ 
6
 The rationale for taking into account the last stage of ATC as the ATC regime has been discussed earlier, i.e. the large bulk 

quotas remained during the period of transition, so that there was no meaningful change in competitiveness of exporting 

countries until 2002-2004. 
7
 The overall expansion of T&C exports from Pakistan may have been even larger were it not for the removal of 

GSP-Plus preferential treatment by EU in 2005, where T&C export growth fell from 18.6% in 2004 to 6.6% in 

2005. 
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performance is slightly under-estimated, but at the same time adopting a more ambitious 

ATC performance as benchmark ensures that Post-ATC results are more robust in 

comparison and not statistical artifact.   

The methodology to identify product lines that are competitive or threatened in the Post-

ATC compares the average RCAs in ATC period with the average values of RCAs in the Post-

ATC period.  It is adopted from Mahmood (2001, 2005) who developed it to classify 

Malaysian and Pakistani exports into various levels of competitiveness.  Based on RCAs for 

HS-4 level T&C products (sub-sectors HS 50-63) and using data for 1997-2000, Mahmood 

(2005) positioned the 142 T&C items into competitive, threatened, emerging and weakly 

positioned lines.  As per his findings 54, 13, 14 and 19 percent of T&C lines were classified as 

competitive, threatened, emerging and weakly positioned items respectively.  During 1990 

and 2000, product lines with RCA greater than 1 in T&C sector increased from 50% (of 127 

product lines) to 67% (of 142 product lines).  Belbase and Kharel (2009) used the same 

methodology to assess the export competitiveness of Nepalese ready-made garments after 

the expiration of ATC.   

1.5 Outline of the study 

/ƘŀǇǘŜǊ н ŀǘǘŜƳǇǘǎ ǘƻ ŜȄƘƛōƛǘ ǘƘŜ ǘǊŜƴŘǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ¢ϧ/ ǊŜƭŀǘƛǾŜ ǘƻ 

ǿƻǊƭŘ ŜȄǇƻǊǘǎ ƻŦ ¢ϧ/Σ ŀƴŘ ŘŜƳƻƴǎǘǊŀǘŜǎ ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ǎŜŎǘƻǊ ŀǎ a 

whole and at the 2-digit level by utilising RCA index, average annual and compound growth 

rates for the ATC and Post-ATC regimes.  In Chapter 3, the analysis is carried at the sub-

ǎŜŎǘƻǊŀƭ ƭŜǾŜƭ ŀƴŘ ŀ ŎƻƳǇŀǊƛǎƻƴ ƻŦ tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ ǊŀǘŜǎ ŀƴŘ w/!ǎ ŦƻǊ ǘhe two periods are 

made with respect to its regional competitors.  Chapter 4 sets the criteria for filtering out 

T&C product lines at the 6-digit level.  The chapter provides an aggregated picture of these 

filtered lines at the sub-sectoral level to determine the degree of competitiveness of these 

lines of Pakistan with its main competitors.  This chapter enunciates the method of 

analysing competitiveness of T&C sector of Pakistan vis-à-vis its competitors at a more 

disaggregated level, i.e. at the 6-digit level.  Product positioning criteria are also set in the 

chapter whereby products lines are categorised as competitive, threatened, emerging and 

weakened lines on the basis of RCA values in the ATC and Post-ATC periods.  Chapter 5 

analyses only the threatened lines, identifies the core threatened lines and determines 
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ŎƻƳǇŜǘƛǘƻǊǎΩ Ǉƻǎƛǘƛƻƴǎ ƻŦ ǘƘŜ ŎƻǊŜ ƭƛƴŜǎΦ  ¢ƘŜ ŀƴŀƭȅǎƛǎ ƛǎ ŦǳǊǘƘŜǊ ŘŜǾŜƭƻǇŜŘ ōȅ ǳǎƛƴƎ ǘƘŜ 

ǊŜƭŀǘƛǾŜ ƳŀǊƪŜǘ ǎƘŀǊŜ ƛƴŘƛŎŀǘƻǊ ǘƘŀǘ ŘŜǘŜǊƳƛƴŜǎ ǿƘŜǘƘŜǊ tŀƪƛǎǘŀƴΩǎ ƭƻǎǎ ƻŦ ƳŀǊƪŜǘ ǎƘŀǊŜ ǘƻ 

competitors was in fast or slow growing categories.  Chapter 6 focuses on the performance 

ƻŦ ŎƻǊŜ ƭƛƴŜǎ ŦƻǊ tŀƪƛǎǘŀƴ ŀƴŘ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ǘǿƻ ƳŀƧƻǊ ŜȄǇƻǊǘ ŘŜǎǘƛƴŀǘƛƻƴ 

markets: USA and EU-нтΦ  vǳŀƴǘƛŦƛŎŀǘƛƻƴ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ǘƘŀǘ ŀǊŜ ǳƴŘŜǊ ŎƻƳǇŜǘƛǘƛǾŜ 

pressure from our three regional competitors is done by constructing Export Competitive 

Pressure Index (ECPI) and Relative Export Competitive Pressure Index (RECPI) at the HS-6 

digit level.  In Chapter 7, a similar analysis as the one conducted in Chapter 6 is made for 60 

T&C items at 6-digit level, for which EU-27 has temporarily granted waiver to aid in fast 

recovery of the economy from floods.  Chapter 8 summarises the main findings of the 

report, highlights policy relevance and the way forward. 
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CHAPTER 2: ATC AND POST-ATC: 
Aggregate and Sub-Aggregate Trends in Textiles and Clothing Exports 

2.1 Introduction 

The demise of Agreement on Textiles and Clothing (ATC) from January 2005 affected a 

major segment of merchandise trade flows and its profile among countries of the world.  In 

subsequent years, few countries clearly benefited while many lost share in the world 

markets.  Even prior to the expiration of ATC, many researchers on the basis of theoretical 

and empirical findings were of the view that Pakistan would be one of the many countries 

that could be adversely affected by the lapse of ATC.   

This chapter as a prelude to a more detailed product and market analysis later on presents 

aggregate trends in PakistanΩǎ exports from the T&C sector, defined as aggregate of 2-digit 

codes (50-63) and compares the last 3 years in ATC i.e. 2003-2005 with 3 ȅŜŀǊǎΩ Post-ATC, 

i.e. 2006-2008 with the world trends in textiles.  This overview at the sector and sub-sector 

level essentially will complement the later more in-depth analysis at the disaggregated 6-

digit level.   

2.2 ATC and Post-ATC: Trends in Pakistan and World Textiles and Clothing Exports  

Table 2.1 and 2.2 gives a snapshot of the 6 year trends, growth rates and shares in Pakistan 

and World T&C exports along with averages during the pre and Post ATC regime.  During the 

six year period, PakistanΩǎ T&C exports increased at an annual compound growth rate of 

4.2% ŀƎŀƛƴǎǘ ǘƘŜ ǿƻǊƭŘΩǎ т.4%.  For the period under review the average annual growth rate 

of Pakistan T&C exports slumped in Post-ATC to 1.24% from 11.3% during ATC period.  In 

comparison, ǘƘŜ ƎǊƻǿǘƘ ƛƴ ǿƻǊƭŘΩǎ T&C exports declined only from 10.4% to 8.2%.  Slow 

diversification of PakistanΩǎ exports away from T&C exports did help to reduce the average 

share of T&C exports from 67% to 59% of total exports between the ATC and Post-ATC 

period; however, their concentration in overall exports is still overwhelming.  At the world 

level, the share of T&C exports declined by a little less than 1% between the two regimes 

from 5.2% to 4.4%.  In addition, PakistanΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ lost their share in the world T&C 

market from 2.1% during ATC to 1.9% in the Post-ATC period.   
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Table 2.1: Year-Wise Value of Exports and Growth Rates  
 

Year 
PAKISTAN WORLD 

Value 
($ BN) 

Growth Rate 
(%) 

Value 
($ BN) 

Growth Rate 
(%) 

2003 8.30  390.64  
2004 8.92 7.46 447.22 14.49 
2005 10.26 15.05 475.34 6.29 

(Avg.) 2003-05 9.16 11.26 437.73 10.39 

2006 10.87 5.95 525.09 10.47 
2007 10.74 -1.21 582.26 10.89 
2008 10.63 -1.03 600.64 3.16 

(Avg.) 2006-08 10.75 1.24 569.33 8.17 

ACGR 4.2 7.4 

T-test 2.72* 2.41* 3.90** 0.59 
*significant at 90% level 

  **significant at 95% level 

Table 2.2: Percentage Shares of T&C Exports 

Year 
{ƘŀǊŜ ƻŦ tŀƪƛǎǘŀƴΩǎ T&C exports in 

Share of world T&C in 
total world exports 

Total exports of 
Pakistan 

World exports of 
T&C 

2003 69.56 2.12 5.60 
2004 66.65 1.99 5.24 
2005 63.92 2.16 4.90 

(Avg.) 
2003-05 

66.71 2.09 5.25 

2006 64.19 2.07 4.61 
2007 60.20 1.84 4.48 

2008 52.41 1.77 4.12 

(Avg.) 
2006-08 

58.93 1.89 4.40 

T-test 2.03 1.89 3.38** 

  **significant at 95% level 

Table 2.3 gives the trends in RCA index over the 6 year period and compares the averages 

between the two periods.  The index for comparative advantage in T&C exports has 

improved slightly between the two regimes from an average of 12.73 to 13.36.  However 

due to adverse global environment and internal security concerns, the RCA in 2008 was very 

similar to the one in 2004. 
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Table 2.3: Overall Trends in RCA for Pakistan for Ch. 50-63 
 

Year RCA 

2003 12.421 
2004 12.719 
2005 13.045 

(Avg.) 2003-05 12.73 

2006 13.924 
2007 13.438 

2008 12.721 

(Avg.) 2006-08 13.36 

T-test 1.61 

For each of the indicators, we also perform a two-sample t-test to test the hypothesis that 

the averages that we obtain for the two regimes are statistically higher or lower as indicated 

by their absolute levels.  Though the number of years is few for the reliability of the test, but 

t-test value is indicative whether the difference in levels between the two regimes is 

statistically significant.  Among the 8 indicators in Table 2.1-2.3, only 4 indicators, i.e. 

tŀƪƛǎǘŀƴΩǎ T&C exports, their growth rate, world textiles exports and world share of T&C 

exports in total world exports are statistically significant.  Interestingly, the average lower 

ǎƘŀǊŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ǎƘŀǊŜ ƛƴ ǿƻǊƭŘ T&C exports and improvement in RCA in Post-ATC are 

statistically not significant.   

2.3 Export Performance of 2-digit T&C Sub-Sectors in ATC and Post-ATC Period 

The aggregate analysis of the previous two sections indicates that the T&C sector is a 

dominant player in total exports of Pakistan.  At a two digit level, it is composed of 14 sub-

sectors and 6 years aggregate trends may not be a meaningful representation of export 

performance during ATC and Post-ATC period of each of these 14 sub-sectors.  These 

sectoral averages may also not be readily amenable to policy formulations and 

prescriptions.  The next few sections take this analysis further by analyzing the export 

performance of each of the 2-digit 14 sub-sectors within the T&C sector.  This overview of 

export performance chapter-wise or sub-sectoral wise will contribute in further defining the 

contours of 6-digit product space to be analysed in greater depth in the subsequent 

chapters.  The descriptions of the 14 sectors are given in Box 1. 
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BOX 1: Description of 14 T&C Sub-Sectors 

HSC Description 

50 Silk 
51 Wool, fine or coarse animal hair; horse-hair yarn and woven fabrics 
52 Cotton 
53 Other vegetable textiles fibers; paper yarn and woven fabric of paper yarn 
54 Man-made filaments 
55 Man-made staple fibers 

56 
Wadding, felt and non-woven; special yarns, twine, cordage, ropes and cables and  

articles thereof 
57 Carpets and other textiles floor coverings 
58 Special woven fabrics; tufted textiles fabrics; lace, tapestries, trimmings; embroidery 

59 
Impregnated, coated, covered or laminated textiles fabrics; 

 textiles articles of a kind suitable for industrial use 
60 Knitted or crocheted fabrics 
61 Articles of apparel and clothing accessories, knitted or crocheted 
62 Articles of apparel and clothing accessories, not knitted or crocheted 
63 Other made-up textiles articles; sets; worn clothing and worn textiles articles; rags 

Table 2.4 gives the average shares of sub-sectors in total aggregate T&C exports during ATC 

and Post-ATC period.   

Table 2.4: Export Shares of Sub-{ŜŎǘƻǊǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ¢ƻǘŀƭ 9ȄǇƻǊǘǎ 
 

HSC Description Avg. 2003-05 Avg. 2006-08 

50 Silk 0.008 0.013 
51 Wool, fine/coarse animal hair 0.057 0.058 
52 Cotton 32.450 32.996 
53 Vegetable textiles fibers,  etc. 0.066 0.059 
54 Man-made filaments 4.418 0.985 
55 Man-made staple fibers 0.961 2.811 
56 Wadding, felt and non-woven 0.522 0.282 
57 Carpets 2.778 2.034 
58 Special woven fabrics 0.484 0.277 
59 Impregnated, etc.  fabrics 0.053 0.057 
60 Knitted/Crocheted fabrics 1.099 0.589 
61 Knitted clothing articles 16.825 17.501 
62 Non-knitted clothing articles 12.03 12.659 
63 Other made-up textiles articles 28.244 29.677 

Note the following from the trends:- 
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a) Only four sub-sectors, i.e. 52, 61, 62 and 63 account for nearly 85% of the total T&C 

exports.  Sub-sector 54 and 57 take the total to 96.75% for the ATC period.  The average 

shares for these 6 sub-sectors remain stable in Post-ATC period at 95.85%.8   

b) In Post-ATC period, shares of 2 sub-sectors, i.e. 54 (man-made filaments) and 60 

(knitted/crocheted fabrics) decline noticeably, while share of sub-sector 55 (man-made 

staple fibers) more than doubles from 1% to 2.8%.   

Table 2.5 gives the trends in exports in each of the fourteen sub-sectors during the two 

regimes.  It also gives the compound growth rate for the entire period as well as average 

annual growth rates for the two periods.  In order to assess whether the exports between 

the two regimes have statistically increased or declined, a two sample t-test is performed.   

Table 2.5: ATC and Post-ATC Trends ($ million) and Growth Rates of T&C 

Sub-Sector Exports 

 

HSC Description 
Avg. 

2003-05 

Avg.   
Annual 

GR 2003-05 

Avg. 
2006-08 

Avg.  
Annual 

GR 2006-08 
ACGR t-test 

50 Silk 0.77 35.3 1.48 95.4 26.5 1.77 

51 
Wool, fine/coarse animal 

hair 
5.19 -2.2 6.24 4.8 1.2 3.90** 

52 Cotton 2980.17 16.4 3545.4 1.7 7.2 2.14* 

53 
Vegetable textiles fibers,  

etc. 
6.50 168.4 6.37 -29.8 6.8 0.04 

54 Man-made filaments 388.9 -30.1 106.21 -35.5 -43.7 2.30* 
55 Man-made staple fibers 87.18 9.1 301.81 82.3 30.8 4.65***  

56 
Wadding, felt and non-

woven 
47.22 -7.4 30.31 -11.5 -11.2 4.41***  

57 Carpets 254.69 13.2 218.82 -13.1 -3.4 1.44 
58 Special woven fabrics 44.28 107.6 29.79 -20.2 -4.9 0.82 
59 Impregnated, etc.  fabrics 4.92 352.1 6.19 1.2 35.0 0.53 
60 Knitted/Crocheted fabrics 99.62 86.6 63.23 2.6 5.3 0.91 
61 Knitted clothing articles 1540.19 13.7 1880.56 4.7 7.7 2.81** 
62 Non-knitted clothing articles 1104.57 15.6 1360.18 0.8 5.3 2.17* 

63 
Other made-up textiles 

articles 
2593.86 15.1 3189.17 0.9 5.9 2.48* 

*significant at 90% level 
**significant at 95% level 
***significant at 99% level 

Note the following:-  

a) In the Post-ATC period, average nominal exports have increased in 4 out of 6 major 

sectors.  The t-test for differences is statistically significant at the 90 and 95 percent level 

                                                           
8
 For the rest of the study, we label 52, 54, 57, 61, 62 and 63 as major sub-sectors and remaining 8 as minor 

sub-sectors 
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in the 5 (except sub-sector 57) sub-sectors.  In sub-sector 57, i.e. carpets and other 

textiles floorings, the marginal decline in value of exports is statistically not significant.   

b) Among the marginal sub-sectors, sector 51, i.e. wool, fine and coarse animal hair, and 55, 

i.e. man-made staple fibers also witness a statistically significant increase in exports while 

exports from sub-sector 56, i.e. wadding, felt and non-woven, decline significantly in the 

Post ATC period.   

c) Average annual growth rate during the ATC period was negative for 3 sub-sectors, i.e. 51, 

54 and 56.  In Post-ATC period, 5 sub-sectors experienced negative growth, 53, 54, 56, 57 

and 58.  Except for sub-sectors 54 and 57, none of them belong to major 6 sub-sectors.  

The growth rates of 4 major sub-sectors in Post-ATC period reduced to single digits as 

compared to double-digit performance in the ATC period, but remained positive.   

d) The greater the difference between the annual compound growth rate and average 

annual growth rates, the greater the yearly volatility in growth rates of T&C sub-sectorǎΩ 

exports.   

The next table dƻŎǳƳŜƴǘǎ ǿƘŜǘƘŜǊ tŀƪƛǎǘŀƴΩǎ T&C exports were able to increase their share 

in world export in the respective sub-sectors.  This is a more realistic indicator of 

improvement or deterioration in specialisation as well competitiveness.  Also it has more 

direct bearing on the Post-ATC RCAs.  A t-test is performed for each sub-sector to assess 

whether the shares are statistically different (lower or higher) across the two regimes.  

Among the major sectors, three sectors, i.e. 54, 57, and 61 lost their shares in the world 

market and the loss is statistically significant at the 90 or 99 percent level.  In the remaining 

3 major sub-sectors, the marginal nominal loss or gain is statistically not significant.  Minor 

sub-sector 55 gained its share while 56 lost its share in Post-ATC period.  In short, only one 

sub-sector i.e. 55 (Man-made staple fibers) out of 14 sub-sectors statistically gained its 

share in the world market Post-ATC.    
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Table 2.6: tŀƪƛǎǘŀƴΩǎ {ǳō-Sector Shares in World Exports of the Sub-Sector 
 

HSC Description Avg. 2003-05 Avg. 2006-08 t-test 

50 Silk 0.03 0.04 1.25 
51 Wool, fine/coarse animal hair 0.041 0.045 1.10 
52 Cotton 7.16 7.45 0.71 
53 Vegetable textiles fibers,  etc. 0.181 0.183 0.02 
54 Man-made filaments 1.27 0.299 2.14* 
55 Man-made staple fibers 0.372 1.099 4.75***  
56 Wadding, felt and non-woven 0.382 0.18 4.00***  
57 Carpets 2.467 1.693 4.214*** 
58 Special woven fabrics 0.441 0.239 1.1897 
59 Impregnated, etc.  fabrics 0.034 0.035 0.0607 
60 Knitted/Crocheted fabrics 0.582 0.293 1.2826 
61 Knitted clothing articles 1.451 1.221 2.403* 
62 Non-knitted clothing articles 0.888 0.848 0.523 
63 Other made-up textiles articles 9.123 8.113 1.529 

  *significant at 90% level 
  ***significant at 99% level 

2.4 RCA and Rank Correlation Analysis: 

Did any of the sub-sectors with RCA < 1 in ATC period improve their revealed comparative 

advantage, to greater than 1 in Post ATC period?  The 2x2 matrix in Table 2.7 reveals that 11 

sub-sectors retained their ATC position in the Post-ATC period.  In other words, exporting 

sub-sectors did not undergo any structural transformation, negative or positive for the Post-

ATC environment.  Moreover as Table 2.8 reveals, sub-sectors with 5 highest RCAs are the 

same in both periods, except that in 2008 sub-sector 54, i.e. man-made filaments was 

replaced by 55, i.e. man-made staple fibers.   

Table 2.7:  RCA of Sub-Sectors - ATC and Post-ATC 
 Table 2.8: Sub-Sectors with Highest 

RCA - 2003 vs. 2008 

Avg. 
2003-05 

Avg.  2006-08  Rank 2003 2008 

RCA > 1 RCA < 1   HSC 

RCA > 1 
52, 53, 54, 55, 56, 57, 

58, 60, 61, 62, 63 
(11) 

 - 
 1 63 52 

2 52 63 
3 57 57 

RCA < 1 - 
50, 51, 59 

(3) 
 4 54 61 

5 61 55 

Average RCAs of 14 sub-sectors during ATC and Post-ATC are presented in Table 2.9.  It gives 

t-value for testing the differences in RCAs during the two regimes.  As indicated by 

significant t-values, the RCAs of six sub-sectors are different between the two periods.  

Three belong to the major group while three are in the minor group.  In the former group 
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sub-sector 52, i.e. cotton with nearly 30% of total textiles exports improved its position, 

while for sub-sectors 54, i.e. man-made filaments and 57, i.e. carpets and other textiles 

floorings, competitiveness declined.   

Among the minor categories, sub-sectors 51 and 55 improved while sub-sector 56 suffered 

in the Post-ATC period.  Spearman rank correlation between the average RCA of ATC and 

Post-ATC period is 0.916, further confirming that sub-sectorsΩ export patterns and revealed 

comparative advantages remained stable reflecting lack of any structural transformation at 

the sub-sector level. 

Table 2.9:  ATC and Post-ATC Sub-Sectoral RCAs 
 

HSC Description 
Avg.  RCA  
2003-05 

Avg.  RCA  
2006-08 

t-test 

50 Silk 0.1755 0.3075 1.629 
51 Wool, fine/coarse animal hair 0.2511 0.3184 4.94***  
52 Cotton 43.5614 52.5625 3.539** 
53 Vegetable textiles fibers,  etc. 1.1142 1.2876 0.318 
54 Man-made filaments 7.6122 2.0963 2.138* 
55 Man-made staple fibers 2.2759 7.8088 4.453*** 
56 Wadding, felt and non-woven 2.3154 1.2648 4.052** 
57 Carpets 15.0213 11.9189 2.739** 
58 Special woven fabrics 2.7366 1.6732 0.940 
59 Impregnated, etc.  fabrics 0.2157 0.2499 0.318 
60 Knitted/Crocheted fabrics 3.6083 2.0757 1.028 
61 Knitted clothing articles 8.8488 8.5987 0.409 
62 Non-knitted clothing articles 5.3875 5.9845 1.708 
63 Other made-up textiles articles 55.429 57.172 0.611 

*significant at 90% level 
**significant at 95% level 
***significant at 99% level 

At the 2-digit level, 14 sub-sectors are composed of heterogeneous set of items at a more 

disaggregated level.  At a more disaggregated level, they may contain product lines that 

individually may be comparative advantageously or disadvantageously placed in the world 

markets, i.e. at a 6-digit level, many product lines within each of these  14 sub-sectors may 

have individual RCA<1 and vice a versa.  Table 2.10 gives two-way results.  The North-West 

quadrant gives product lines with average RCA <1 in both periods that are a part of sub-

sectors with RCA>1.  At an aggregate level they account for 14% of all items, ranging from 

3.8% items for sub-sector 52 to 33.4% for sub-sector 58.  The South-East quadrant counts 
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product lines with individual average RCA>1 but are contained in sub-sectors with average 

RCA<1.  These items constitute 17% of all items in the 3 sub-sectors. 

Table 2.10:  ATC and Post-ATC RCAs of Sub-Sectors and Product Lines  

 Product lines avg.  RCA 

Sub-sector avg.  RCA ATC & Post-ATC < 1 ATC & Post-ATC > 1 Total Lines 

ATC & Post-ATC RCA > 1 
106 

(13.9) 
658 764 

ATC & Post-ATC < 1 
12 

(16.9) 
59 71 

2.5 Summary of Findings 

a) Between ATC and Post-ATC, the average annual T&C exports of Pakistan in nominal 

terms increased slightly from $ 9.6 billion to $ 10.75 billion. 

b) During ǘƘŜ ǘǿƻ ǊŜƎƛƳŜǎΣ tŀƪƛǎǘŀƴΩǎ ǎƘŀǊŜ ƻŦ ¢ϧ/ ŜȄǇƻǊǘǎ ƛƴ ǿƻǊƭŘ ŜȄǇƻǊǘǎ ŦŜƭƭ ƳŀǊƎƛƴŀƭƭȅ 

from 2.09% to 1.89%.  However, the average RCA between the two periods increased 

marginally from 12.73 to 13.36.  Both the indicators were statistically not significant.   

c) T&C exports of four sectors, i.e. 52 (cotton), 61 (knitted articles of apparel and clothing 

accessories), 62 (non-knitted articles of apparel and clothing accessories), and 63 (other 

man-made textiles articles) account for 85% of total T&C exports.  Two more sectors, 

i.e. 54 (man-made filaments) and 57 (carpets and other textiles floor coverings) take 

the total to 96% exports. 

d) The average export shares of sub-sectors 54 (Man-made filaments) and 60 

(knitted/crocheted fabrics) decreased noticeably between the two regimes while the 

share of sub-sector 55 (man-made staple fibers) went up. 

e) Out of six major sub-sectors, i.e. 52, 54, 57, 61, 62 and 63, four experienced a single 

digit growth rate in Post-ATC as compared to double-digit growth in ATC period.  Minor 

sub-sector 55 (man-made staple fibers) experienced a substantial growth rate between 

the two regimes.   

f) The two regimes sub-sector average RCA indices corroborate the above findings for 

growth rates and share in world exports of T&C. 
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CHAPTER 3: COMPETITION IN SUB-SECTORS 

3.1 Introduction 

¢ƘŜ ǇǊŜǾƛƻǳǎ ŎƘŀǇǘŜǊ ƎŀǾŜ ŀƴ ƻǾŜǊǾƛŜǿ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ǇŜǊŦƻǊƳŀƴŎŜ ŀǘ ǘƘŜ I{ н-digit 

level for the 14 sub-sectors in the T&C sector during ATC and Post-ATC period.  Among a 

variety of internal and external factors that ƛƳǇŀŎǘŜŘ ƻƴ ŜȄǇƻǊǘ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ tŀƪƛǎǘŀƴΩs 

T&C in the Post-ATC period, a crucial factor is that how quickly and to what extent its 

traditional competitors like India and emerging competitors, i.e. Bangladesh and China were 

able to take advantage of Post-ATC ŜƴǾƛǊƻƴƳŜƴǘ ǘƻ ƛƴŦƭǳŜƴŎŜ tŀƪƛǎǘŀƴΩǎ ƳŀǊƪŜǘ ǎƘŀǊŜ ƛƴ ǘƘŜ 

world.9 This chapter provides a comparative overview of the three competitorsΩ 

ǇŜǊŦƻǊƳŀƴŎŜ ǊŜƭŀǘƛǾŜ ǘƻ tŀƪƛǎǘŀƴΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ ǘƘŜ мп ǎǳō-sectors during ATC and Post-

ATC period.  The analysis will focus on bilateral trends, i.e. tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŀǊŀǘƛǾŜ 

performance with each of the competitors.   

3.2 Pakistan and Bangladesh 

Overall exports of Bangladesh in these 14 sub-sectors grew at compound annual growth 

rate of 11.7% from US $5.5 billion to $10.7 billion during the five year period (2002-2007).  

¢ƘŜ ŎƻǊǊŜǎǇƻƴŘƛƴƎ ǊŀǘŜ ŦƻǊ tŀƪƛǎǘŀƴΩǎ T&C exports was 4.1% and BŀƴƎƭŀŘŜǎƘΩǎ T&C exports 

ƴƻǿ ŀƭƳƻǎǘ Ŝǉǳŀƭ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ƛƴ ǾŀƭǳŜ ǘŜǊƳǎ.  In the ATC period, average T&C exports 

of Bangladesh amounted to $ 6.7 billion, and grew up to $ 10.3 billion in the Post-ATC 

period.  In the Post-ATC period, clothing from Bangladesh comprised 88.8% of total exports 

of T&C, and registered a growth of 45.5% in this period relative to the ATC period. 

Pakistan remains concerned about preferential access of its key competitors in T&C in its 

major markets.  Bangladesh has enjoyed increased market access in EU since July 1971 

under EC-GSP scheme.  However, T&C were included in this scheme in the early 1980s.  A 

new GSP scheme, GSP Plus, was introduced for the period 2006-2015 so that the concerns 

of the LDCs could be addressed with regards to the T&C exports in the Post ATC era.  

Therefore, Bangladesh has been enjoying duty free and quota free market access to EU.  

Bangladesh continues to enjoy EU-GSP preference under Everything But Arms (EBA) 

                                                           
9
 The selection of competitors is partly based on similarity of structure of T&C industry in India and Bangladesh, while 

choice of China is based as the largest exporter of T&C in the world. 
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Arrangement in its exports since last many yearsΦ  9.!Ωǎ ǇǊŜŦŜǊŜƴŎŜǎ ŀǊŜ ƳƻǊŜ ŦŀǾƻǳǊŀōƭŜ 

than GSP-Plus preferences since under EBA, LDCs enjoy duty-free access for 7218 products 

excluding weapons, rice, bananas, and sugar products.  Pakistan failed to receive GSP-Plus 

tariff treatment since its GSP-covered exports are more than 1% of total GSP import of the 

EU.  Pakistan has ratified all such international conventions that would qualify Pakistan for 

admission into GSP-Plus.  The EU GSP Drug Arrangement was withdrawn in 2005, so that 

Pakistan currently has been granted greater market access through EU GSP scheme.  Recent 

studies have shown that preference receiving countries that are poor would suffer in the 

Post-ATC period since they would face increased competition that would erode their 

preferences. 

There was wide-spread apprehension in Bangladesh concerning the dismantling of the 

quota regime since a collapse of the Ready-Made Garment (RMG) sector was feared as 

abolition of quotas signaled tougher competition.  The Bangladesh Government formulated 

a Post-MFA Action Plan that comprised of six components: Skill and Quality Development 

Programme (SQDP), Support to Capacity Enhancement Programme (SCEP), Support to 

Primary Textiles Sector (SPTS), Support to Handloom Sector (SHS), and Support to Forward 

Linkage Industries (SFLI)10.   

Table 3.1 compares the average annual growth rate of 14 sub-sectors for the two countries 

during ATC and Post-ATC period.  Among the major six exporting sub-sectors identified in 

the previous chapter, Bangladesh continues to make inroads as its Post-ATC growth was 

ƳǳŎƘ ƘƛƎƘŜǊ ǘƘŀƴ tŀƪƛǎǘŀƴΩǎ.  In two sub-sectors, Pakistan Post-ATC growth was negative, 

i.e. 54 (man-made filaments) and 57 (carpets and other textiles floor coverings) compared 

to BŀƴƎƭŀŘŜǎƘΩǎ double-digit growth in these sectors.  In the remaining major sectors, 

tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ ǿŀǎ ǎƛƴƎƭŜ ŘƛƎƛǘ ŀƎŀƛƴǎǘ .ŀƴƎƭŀŘŜǎƘΩǎ double-digit growth.  Only in minor 

sector 55, i.e. man-made staple fibers, tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ ǿŀǎ ƘƛƎƘŜǊ ǘƘŀƴ .angladeshΩǎ 

growth.  In 4 sub-sectors, the two countries growth rates offset each other, i.e. 50, 51, 53 

and 54 in the Post-ATC period.   

                                                           
10

 In particular, the T&/ ƛƴŘǳǎǘǊȅ ǿŀǎ ŦƻŎǳǎŜŘ ƻƴ ƛǘǎ ǊŜǉǳƛǊŜƳŜƴǘǎ ōŜƛƴƎ ΨŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ .ŀƴƎƭŀŘŜǎƘΩǎ 

ŎƻƳǇŀǊŀǘƛǾŜ ŀŘǾŀƴǘŀƎŜΩΦ  5ǳǊƛƴƎ ǘƘŜ мфулǎΣ YƻǊŜŀ ƳŀŘŜ ŀ ƴǳƳōŜǊ ƻŦ ŦƻǊŜƛƎƴ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ¢ϧ/ ƛƴŘǳǎǘǊȅΣ ŀƴŘ 

many of these investments were located in Bangladesh. 
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Table 3.1:  Average Annual Growth Rates of Sub-Sectors: PAK vs. BD 

HSC Description 
Pakistan Bangladesh 

ATC POST-ATC ATC POST-ATC 

50 Silk 35.3 95.4 49.976 -10.544 

51 Wool, fine/coarse animal hair -2.2 4.8 93.849 -20.071 

52 Cotton 16.4 1.7 107.975 578.850 

53 Vegetable textiles fibers,  etc. 168.4 -29.8 36.381 21.600 

54 Man-made filaments -30.1 -35.5 83.679 42.788 

55 Man-made staple fibers 9.1 82.3 266.807 42.193 

56 Wadding, felt and non-woven -7.4 -11.5 48.275 -2.558 

57 Carpets 13.2 -13.1 77.618 50.464 

58 Special woven fabrics 107.6 -20.2 44.376 21.425 

59 Impregnated, etc.  fabrics 352.1 1.2 430.624 33.928 

60 Knitted/Crocheted fabrics 86.6 2.6 133.691 53.625 

61 Knitted clothing articles 13.7 4.7 26.435 18.969 

62 Non-knitted clothing articles 15.6 0.8 9.527 14.625 

63 Other made-up textiles articles 15.1 0.9 17.111 18.736 

Intuitively, if the exports experiencing high growth/low growth in both countries originate 

from similar sectors during a period, they are highly competitive as the manufacturing 

structure in both these countries is similar and the Pearson correlation would be positive 

and high.  Additionally in a growth context it may be an outcome of general expansion or 

contraction of world trade.  A low positive Pearson correlation denotes a weak degree of 

competitiveness among sectors of the two countries in the world market while a negative 

Pearson correlation indicates ǘƘŀǘ ƻƴŜ ŎƻǳƴǘǊȅΩǎ ŜȄǇƻǊǘǎ ŀǊŜ ŀ ƎƻƻŘ ǎǳōǎǘƛǘǳǘŜ ŦƻǊ ǘƘŜ ƻǘƘŜǊ.  

Pearson correlation of the export growth rates among Ch. 50-63 of the two countries in ATC 

and Post-ATC periods reversed itself from 0.524 and statistically significant in ATC period to 

negative 0.086 and statistically not significant in the Post-ATC period.  In other words, 

export sub-ǎŜŎǘƻǊǎ ƛƴ ǿƘƛŎƘ .ŀƴƎƭŀŘŜǎƘ ŜȄǇŜǊƛŜƴŎŜŘ ƘƛƎƘ ƎǊƻǿǘƘΣ tŀƪƛǎǘŀƴΩǎ ǇŜǊŦƻǊƳŀƴŎŜ 

was low, and Bangladesh outstripped Pakistan in competitiveness in Post-ATC period either 

due to preferential trading arrangements or internal factors facing Pakistan, although it is 

open to verification whether the structural shift occurred in T&C manufacturing in Pakistan.   
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Table 3.2:  Average Share in World Exports of Sub-Sectors: PAK vs. BD 

HSC Description 
Pakistan Bangladesh 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.03 0.04 0.008 0.008 

51 Wool, fine/coarse animal hair 0.041 0.045 0.004 0.003 

52 Cotton 7.16 7.45 0.085 1.027 

53 Vegetable textiles fibers,  etc. 0.181 0.183 7.160 11.828 

54 Man-made filaments 1.27 0.299 0.022 0.046 

55 Man-made staple fibers 0.372 1.099 0.067 0.104 

56 Wadding, felt and non-woven 0.382 0.18 0.302 0.306 

57 Carpets 2.467 1.693 0.019 0.034 

58 Special woven fabrics 0.441 0.239 0.530 0.777 

59 Impregnated, etc.  fabrics 0.034 0.035 0.014 0.039 

60 Knitted/Crocheted fabrics 0.582 0.293 0.031 0.072 

61 Knitted clothing articles 1.451 1.221 2.643 2.940 

62 Non-knitted clothing articles 0.888 0.848 2.587 2.798 

63 Other made-up textiles articles 9.123 8.113 0.880 0.970 

Table 3.2 above ƎƛǾŜǎ ǘƘŜ ǘǊŜƴŘ ƛƴ .ŀƴƎƭŀŘŜǎƘΩǎ ŀƴŘ tŀƪƛǎǘŀƴΩǎ ǎƘŀǊŜ ƛƴ ǿƻǊƭŘΩǎ ŜȄǇƻǊǘ ƻŦ 

respective sub-sectors.  A comparison would suggest whether Bangladesh captured world 

share at the cost of Pakistan in Post-ATC period and in which sub-sectors its share is more 

than of Pakistan.  In 5 major sub-sectors, Bangladesh improved its market share in Post-ATC 

while Pakistan lost its share in the world market.  However one redeeming observation is 

that in 4 out of 6 major sub-sectors, its shares even in the Post-ATC environment are still 

higher than that of Bangladesh.  However, except for sub-sectors 52 (cotton) and 63 (other 

made-up textiles), the remaining two secǘƻǊǎ ŀŎŎƻǳƴǘ ŦƻǊ ŀ ǾŜǊȅ ǎƳŀƭƭ ǎƘŀǊŜ ƻŦ tŀƪƛǎǘŀƴΩǎ 

T&C exports to the world.  ¢ƘŜ Ǌŀƴƪ ŎƻǊǊŜƭŀǘƛƻƴ ōŜǘǿŜŜƴ ƛƴŘƛǾƛŘǳŀƭ ŎƻǳƴǘǊȅΩǎ ǎǳō-sector 

shares in world T&C exports for ATC and Post-ATC are 0.481 (significant at 10 percent level) 

and 0.552 (significant at 5 percent level) respectively, thus indicating structural similarity of 

export sub-sectors of the two countries and increasing competitiveness in the Post-ATC 

period in terms of capturing world market share.   
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Table 3.3:  Average RCAs ς ATC vs. Post-ATC: PAK vs. BD 

HSC Description 
Pakistan Bangladesh 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.1755 0.3075 0.084 0.078 

51 Wool, fine/coarse animal hair 0.2511 0.3184 0.037 0.030 

52 Cotton 43.5614 52.5625 0.888 10.038 

53 Vegetable textiles fibers,  etc. 1.1142 1.2876 75.117 116.189 

54 Man-made filaments 7.6122 2.0963 0.234 0.450 

55 Man-made staple fibers 2.2759 7.8088 0.696 1.025 

56 Wadding, felt and non-woven 2.3154 1.2648 3.161 3.004 

57 Carpets 15.0213 11.9189 0.198 0.339 

58 Special woven fabrics 2.7366 1.6732 5.555 7.620 

59 Impregnated, etc.  fabrics 0.2157 0.2499 0.149 0.384 

60 Knitted/Crocheted fabrics 3.6083 2.0757 0.323 0.703 

61 Knitted clothing articles 8.8488 8.5987 27.781 28.855 

62 Non-knitted clothing articles 5.3875 5.9845 27.261 27.464 

63 Other made-up textiles articles 55.429 57.172 9.266 9.520 

Table 3.3 above gives the average RCAs of both countries in the two regimes.  While the 

competitiveness at the sub-sector level neither improved nor deteriorated in case of 

Pakistan during the two periods, BŀƴƎƭŀŘŜǎƘΩǎ RCAs became greater than 1 in case of 2 sub-

sectors, i.e. 52 and 55.  Except sub-ǎŜŎǘƻǊǎ ррΣ см ŀƴŘ снΣ tŀƪƛǎǘŀƴΩǎ products are more 

competitively placed in all the sub-sectors as its RCAs are higher than BŀƴƎƭŀŘŜǎƘΩǎ RCAs.  In 

tŀƪƛǎǘŀƴΩǎ ǘǿƻ ƳŀƧƻǊ ǎŜŎǘƻǊǎΣ i.e. 61 and 62, higher RCAs of Bangladesh can pose a challenge 

to Pakistani exports in the future.  Moreover, the improvement in competitiveness during 

the two periods is evident in case of Bangladesh, although from a small base.  In case of 

Pakistan, RCA index of many sub-sectors slipped from a higher base in the Post-ATC period.  

Progressively higher values of RCA greater than one indirectly indicate higher concentration 

of individual sub-sector in total exports relative to the share in world exports.  The rank 

correlation of sub-sector RCAs at 0.41 in ATC and 0.45 in Post-ATC period, although 

statistically not significant mirrors the world export shares of the two countries, and further 

supports the observation that Post-ATC export structure in T&C is growing in similarity for 

these two competitors.   
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3.3 Pakistan and India 

²ƘƛƭŜ .ŀƴƎƭŀŘŜǎƘ Ƙŀǎ ƳŀŘŜ ǊŀǇƛŘ ƛƴǊƻŀŘǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ǘǊŀŘƛǘƛƻƴŀƭ ŜȄǇƻǊǘ ƳŀǊƪŜǘǎ ƛƴ ǘƘŜ ƭŀǎǘ 

one decade, India is our historical competitor in T&C on the world stage.  During 2003-08, 

LƴŘƛŀΩǎ T&C exports grew at an annual compound growth rate of 10.4% from US $12.5 billion 

ǘƻ ¦{ ϷннΦт ōƛƭƭƛƻƴΣ ŀƎŀƛƴǎǘ tŀƪƛǎǘŀƴΩǎ Ŝxport growth of 4.2%. 

Table 3.4:  Average Annual Growth Rates of Sub-Sectors: PAK vs. IND 

HSC Description 
Pakistan India 

ATC POST-ATC ATC POST-ATC 

50 Silk 35.3 95.4 18.489 -3.606 

51 Wool, fine/coarse animal hair -2.2 4.8 25.124 15.280 

52 Cotton 16.4 1.7 9.789 21.050 

53 Vegetable textiles fibers,  etc. 168.4 -29.8 19.039 5.755 

54 Man-made filaments -30.1 -35.5 8.164 18.807 

55 Man-made staple fibers 9.1 82.3 10.499 19.752 

56 Wadding, felt and non-woven -7.4 -11.5 20.937 25.144 

57 Carpets 13.2 -13.1 24.594 4.509 

58 Special woven fabrics 107.6 -20.2 20.716 18.280 

59 Impregnated, etc.  fabrics 352.1 1.2 24.281 8.070 

60 Knitted/Crocheted fabrics 86.6 2.6 -4.859 37.888 

61 Knitted clothing articles 13.7 4.7 10.349 12.004 

62 Non-knitted clothing articles 15.6 0.8 23.812 5.257 

63 Other made-up textiles articles 15.1 0.9 25.803 0.590 

Table 3.4 compares the ATC and Post-ATC growth rates in exports of 14 sub-sectors for both 

competitors.  Note the following: -  

a) In Post-ATC period Pakistan experienced negative growth rates in 5 sub-sectors while 

India experienced the same in only one sub-sector.   

b) Lƴ tŀƪƛǎǘŀƴΩǎ 3 major sectors (52, 54 and 61)Σ LƴŘƛŀΩǎ ƎǊƻǿǘƘ ƛƴ Post-ATC period was 

higher and in double-digits than in ATC period.   

c) Out of remaining 8 minor sub-sectors of Pakistan, India experienced double-digit 

growth in Post-ATC period in 5 sub-sectors, i.e. 51, 55, 56, 58 and 60.  Pakistan 

experienced double-digit growth in Post ATC period in sub-sector 50 (silk) and 55 

(man-made staple fibers). 
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d) Even in India 8 sub-sectors recorded lower average growth in Post-ATC period as 

compared to ATC period.  For Pakistan there are 11 such sub-sectors.  Pearson 

correlation between the sub-sector growth rates in ATC period is low at 0.13 and -

0.12 in the Post-ATC period.  Although statistically not significant, these low 

associations imply low degree of competition in the ATC period, turning to weak 

ŘƛǾŜǊǎƛƻƴκǎǳōǎǘƛǘǳǘƛƻƴ ƻŦ ƻǳǊ ŜȄǇƻǊǘǎ ōȅ LƴŘƛŀΩǎ ŜȄǇƻǊǘǎ to the world market in Post-

ATC period. 

Table 3.5: Average Shares in World Exports of Sub-Sectors: PAK vs. IND 

HSC Description 
Pakistan India 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.03 0.04 13.211 10.836 

51 Wool, fine/coarse animal hair 0.041 0.045 0.529 0.758 

52 Cotton 7.16 7.45 5.827 8.713 

53 Vegetable textiles fibers,  etc. 0.181 0.183 4.384 5.397 

54 Man-made filaments 1.27 0.299 2.888 3.514 

55 Man-made staple fibers 0.372 1.099 3.233 4.451 

56 Wadding, felt and non-woven 0.382 0.18 0.494 0.713 

57 Carpets 2.467 1.693 8.111 9.331 

58 Special woven fabrics 0.441 0.239 1.179 1.561 

59 Impregnated, etc.  fabrics 0.034 0.035 0.501 0.507 

60 Knitted/Crocheted fabrics 0.582 0.293 0.276 0.407 

61 Knitted clothing articles 1.451 1.221 2.636 2.594 

62 Non-knitted clothing articles 0.888 0.848 3.239 3.439 

63 Other made-up textiles articles 9.123 8.113 6.646 6.004 

Table 3.5 above gives the ATC and Post-ATC export shares in world exports of the two 

countries for the 14 sub-sectors.  In the Post-ATC period Pakistan managed to marginally 

increase share in only one major sub-sector, i.e. 52, while India captured an increasing share 

in world exports in 4 out of 6 major sub-sectors of Pakistan, i.e. 52, 54, 57 and 62.  In sub-

sectors 61 and 63 (other two major sub-sectors for Pakistan), India suffered a fall of 0.04 

and 0.64 compared to Pakistan decline of 0.23 and 1.0 percent.  The rank correlations of 

shares among the sub-sectors of two countries for ATC and Post-ATC is 0.23 and 0.28 

respectively, suggesting that sectoral overlap in competition for capturing world shares is 

weak among the two countries. 
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Table 3.6:  Average RCAs ς ATC and Post-ATC Periods: PAK vs. IND 

   
HSC 

Description 
Pakistan India 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.1755 0.3075 14.411 9.533 

51 Wool, fine/coarse animal hair 0.2511 0.3184 0.569 0.658 

52 Cotton 43.5614 52.5625 6.330 7.607 

53 Vegetable textiles fibers,  etc. 1.1142 1.2876 4.735 4.665 

54 Man-made filaments 7.6122 2.0963 3.140 3.052 

55 Man-made staple fibers 2.2759 7.8088 3.512 3.877 

56 Wadding, felt and non-woven 2.3154 1.2648 0.534 0.621 

57 Carpets 15.0213 11.9189 8.749 8.214 

58 Special woven fabrics 2.7366 1.6732 1.274 1.362 

59 Impregnated, etc.  fabrics 0.2157 0.2499 0.541 0.444 

60 Knitted/Crocheted fabrics 3.6083 2.0757 0.303 0.354 

61 Knitted clothing articles 8.8488 8.5987 2.869 2.276 

62 Non-knitted clothing articles 5.3875 5.9845 3.498 3.019 

63 Other made-up textiles articles 55.429 57.172 7.195 5.289 

Table 3.6 above gives the average RCAs for the 2 regimes for the two countries.  India does 

not have comparative advantage in exporting from 4 sub-sectors, i.e. 51, 56, 59 and 60.  

²ƘƛƭŜ tŀƪƛǎǘŀƴ w/!Ωǎ ŀǊŜ ƭŜǎǎ ǘƘŀƴ м in sub-sectors, 50, 51, and 59, ATC and Post-ATC 

environment did not add/subtract sub-sectors to/from comparative list.  In major export 

sub-sectors of Pakistan, India improved its comparative advantage or specialisation in only 

one sub-sector i.e. 52 (cotton).  In sub-sectors with declining competitiveness, the fall in 

RCAs in Post-ATC period was much steeper in case of Pakistan than India.  Rank correlation 

among sectoral RCAs of Pakistan and India for the two periods is 0.262 and 0.436.  Although 

Post-ATC is statistically significant at 90 percent level, higher correlation implies that 

specialisation and competitiveness is increasing in similar sectors in both countries. 

3.4 Pakistan and China 

China is cited in many studies as a major beneficiary of ATC termination, and this would 

occur due to economies of scale, integrated supply chains and a large pool of low-cost 

skilled workers.  China also gained a lot more than its competitors since China faced the 

sternest export restrictiveness during the ATC period.11 wŜƳŀǊƪŀōƭŜ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ /ƘƛƴŀΩǎ 

                                                           
11

 Tables 3.1, 3.4 and 3.7 show that China and India experienced negative growth rate in Post ATC period in only 1 sub-
sector, while BD in 3, and Pakistan in 5.  China also retained its double-digit growth in most sub-sectors in the Post ATC 
period, but growth rate fell in all sub-sectors except sub-ǎŜŎǘƻǊ смΦ  /ƘƛƴŀΩǎ tƻǎǘ-ATC growth rates are lower than India and 
.5Φ  ¢Ƙƛǎ Ƴŀȅ ǇŀǊǘƭȅ ōŜ ŀǘǘǊƛōǳǘŜŘ ǘƻ ǎŀŦŜƎǳŀǊŘ ƳŜŀǎǳǊŜǎ ƛƳǇƻǎŜŘ ƻƴ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ tƻǎǘ-ATC period, and also due 
ǘƻ ǘƘŜ ŦŀŎǘ ǘƘŀǘ /ƘƛƴŀΩǎ ōŀǎŜ ǾƻƭǳƳŜǎ ŜǾŜƴ ƛƴ !¢/ ǇŜǊƛƻŘ ǿŜǊŜ ƘǳƎŜΦ  ¢ƘŜǊŜŦƻǊŜ ŜǾŜƴ ŀ ǎƳŀƭƭŜǊ ƎǊƻǿǘƘ ƛƴ ŎŀǎŜ ƻŦ /ƘƛƴŀΩǎ 
ŜȄǇƻǊǘǎ Ƴŀȅ ŜŘƎŜ ƻǳǘ tŀƪƛǎǘŀƴΩǎ ŀƴŘ .ŀƴƎƭŀŘŜǎƘΩǎ ŜȄǇƻǊǘǎ ƛƴ ǘŜǊƳǎ ƻŦ ǾƻƭǳƳŜǎΦ   
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competitiveness of T&C after ATC phase-out had also been predicted ŘǳŜ ǘƻ /ƘƛƴŀΩǎ 

accession to the WTO in 2001.  Non-WTO members could not reap benefits from the 

removal of ATC even if they were members of the former ATC agreement.  It was expected 

that large Asian suppliers such as Pakistan, Bangladesh and India would benefit greatly in 

the Post-ATC period provided China did not become a member of WTO.  Other T&C 

exporters anticipated intense competition from China in EU and USA after the removal of 

safeguard measures in 2008.  The US-China Memorandum of Understanding (MOU) was 

signed on November 6th, 2005, under which the growth rates of most categories of T&C was 

restricted for 3 years 2006-08.  Clothing rate of increase of imports was set at 10% in 2006, 

12.5% in 2007 and 15% in 2008.  For textiles, growth rates were restricted to 12.5% in 2006 

and 2007, and 15% in 2008. 

It was feared that the prices of apparel would fall, eroding the competitiveness of other 

apparel exporters.  Developed countries feared that greater imports from China would harm 

their producers.  ¢ƘŜǎŜ ƴŜƎŀǘƛǾŜ ǊŜǇŜǊŎǳǎǎƛƻƴǎ ǿŜǊŜ Ƴƻǎǘ ǇǊƻōŀōƭŜ ǎƛƴŎŜ /ƘƛƴŀΩǎ T&C sector 

is the largest in the world.  China invested over US $ 22.2 billion in the sector during the 

period 2000 to June 2003 (Rahman and Anwar, 2006).  China has emerged as a global player 

due to various reasons: currency manipulation, subsidisation of state-owned T&C sector, 

free credit for private and public enterprises.   

Table 3.7: Average Annual Growth Rates in Sub-Sectors: PAK vs. CHN 
 

HSC Description 
Pakistan China 

ATC POST-ATC ATC POST-ATC 

50 Silk 35.3 95.4 25.449 2.944 

51 Wool, fine/coarse animal hair -2.2 4.8 14.868 2.460 

52 Cotton 16.4 1.7 6.497 6.110 

53 Vegetable textiles fibers,  etc. 168.4 -29.8 0.411 -6.045 

54 Man-made filaments -30.1 -35.5 17.220 10.150 

55 Man-made staple fibers 9.1 82.3 17.153 12.227 

56 Wadding, felt and non-woven -7.4 -11.5 27.005 25.132 

57 Carpets 13.2 -13.1 19.755 19.654 

58 Special woven fabrics 107.6 -20.2 24.200 19.485 

59 Impregnated, etc.  fabrics 352.1 1.2 29.995 25.018 

60 Knitted/Crocheted fabrics 86.6 2.6 13.688 11.661 

61 Knitted clothing articles 13.7 4.7 17.228 19.770 

62 Non-knitted clothing articles 15.6 0.8 14.759 10.975 

63 Other made-up textiles articles 15.1 0.9 27.936 16.841 

We note the following from Table 3.7:- 
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a. China experienced negative growth rate in only sub-sector 53 (other vegetable 

textiles fibers) as compared to negative growth rates in 5 sub-sectors, i.e. 53, 54, 56, 

57 and 58 observed for Pakistan. 

b. Pakistan experienced a decline in 11 sub-sectors in Post-ATC period relative to ATC 

ǇŜǊƛƻŘΣ ǿƘŜǊŜŀǎ /ƘƛƴŀΩǎ ƎǊƻǿǘƘ ǊŀǘŜǎ ŘŜŎƭƛƴŜŘ ƛƴ мо ǎǳō-sectors, but remained 

positive in all except for sub-sector 53.  Pakistan faced the greatest decline in sub-

sector 53, and the highest growth rate was recorded for sub-sector 50.  In contrast, 

China experienced the greatest decline in growth rate between the two regimes in 

sub-sector 50. 

c. Of the six major sub-sectors, Pakistan experienced negative growth rates in two sub-

sectors, i.e. 54 and 57.  China posted positive and double-digit growth rates in 5 of 

tŀƪƛǎǘŀƴΩǎ six major sub-sectors.   

d. Of the fourteen sub-sectors, Pakistan experienced higher growth rates Post ATC 

relative to China in just two sub-sectors, i.e. 50 (silk) and 55 (man-made staple 

fibers). 

e. The Pearson Correlation between sub-sectoral export growth rates of two countries 

is 0.131 in ATC period and 0.142 in the Post-ATC period, suggesting weak 

competitiveness at the sectoral level between the two countries, thereby indicating 

structurally different T&C manufacturing sectors.   

Table 3.8:  Average Share in World Exports of Sub-Sectors: PAK vs. CHN 

HSC Description 
Pakistan China 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.03 0.04 45.062 47.578 
51 Wool, fine/coarse animal hair 0.041 0.045 18.079 19.405 
52 Cotton 7.16 7.45 28.683 30.356 
53 Vegetable textiles fibers,  etc. 0.181 0.183 26.169 25.340 
54 Man-made filaments 1.27 0.299 20.991 25.375 
55 Man-made staple fibers 0.372 1.099 20.390 26.455 
56 Wadding, felt and non-woven 0.382 0.18 7.017 10.195 
57 Carpets 2.467 1.693 7.930 10.537 
58 Special woven fabrics 0.441 0.239 29.629 41.992 
59 Impregnated, etc.  fabrics 0.034 0.035 12.903 19.698 
60 Knitted/Crocheted fabrics 0.582 0.293 34.794 40.105 
61 Knitted clothing articles 1.451 1.221 36.743 45.442 
62 Non-knitted clothing articles 0.888 0.848 33.543 37.987 
63 Other made-up textiles articles 9.123 8.113 29.655 36.528 
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As shown in the previous table, China experienced negative growth rate Post ATC in only 

sub-sector 53.  This table shows that sub-sector 53 is the only sub-sector in which China 

suffered a declining share in world exports.  This decline is less than 1%.  Pakistan 

experienced a fall in share in world exports in the Post-ATC regime relative to the ATC 

regime in 5 out of its 6 major sectors.  Amongst the major textiles sectors of Pakistan (52, 54 

and 57), China gained the greatest share in sub-sector 58 i.e. special woven fabrics, as its 

export share increased by 11.4%.  /ƘƛƴŀΩǎ ǎƘŀǊŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘ ŜȄǇƻǊǘǎ ŜȄǇŀƴŘŜŘ ƛƴ ŀƭƭ of 

tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ ǎǳō-sectors.  The rank correlation between world shares of two countries 

marginally inched to 0.298 in ATC period from 0.295 in the Post-ATC period though 

statistically not significant in both periods denoting weak competitiveness at the sectoral 

level.12  

Table 3.9:  Average RCAs - ATC and Post-ATC: PAK vs. CHN 

   
HSC 

Description 
Pakistan China 

ATC POST-ATC ATC POST-ATC 

50 Silk 0.1755 0.3075 4.4234 3.9897 

51 Wool, fine/coarse animal hair 0.2511 0.3184 1.7719 1.6267 

52 Cotton 43.5614 52.5625 2.8205 2.5444 

53 Vegetable textiles fibers,  etc. 1.1142 1.2876 2.577 2.1253 

54 Man-made filaments 7.6122 2.0963 2.0557 2.1241 

55 Man-made staple fibers 2.2759 7.8088 1.9975 2.2153 

56 Wadding, felt and non-woven 2.3154 1.2648 0.6858 0.8517 

57 Carpets 15.0213 11.9189 0.7769 0.8798 

58 Special woven fabrics 2.7366 1.6732 2.8977 3.5095 

59 Impregnated, etc.  fabrics 0.2157 0.2499 1.2588 1.6449 

60 Knitted/Crocheted fabrics 3.6083 2.0757 3.4125 3.3618 

61 Knitted clothing articles 8.8488 8.5987 3.6058 3.8074 

62 Non-knitted clothing articles 5.3875 5.9845 3.2935 3.1849 

63 Other made-up textiles articles 55.429 57.172 2.9034 3.058 

Table 3.9 compares the average RCAs of Pakistan and China during ATC and Post-ATC 

periods.  We highlight the following from Table 3.9:- 

a) Both Pakistan and China faced declining average RCAs in 6 sub-sectors after the abolition 

of ATC.13  However, the decline in RCAs is less than one for these sub-sectors for China 

                                                           
12 Rahman and Anwar (2006) discuss the trend growth rate of Chinese exports and show that within one year of the 

abolition of ATC, China exported  48% more Ready Made Garments to the USA, and 15.5% to EU. 

 

13
 Only decline in RCA of sector 60, i.e. knitted/crocheted fabrics, was common both to Pakistan and China 
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whereas in 5 out of these 6 sub-sectors, PakistanΩǎ ŀōǎƻƭǳǘŜ ŀǾŜǊŀƎŜ w/!ǎ have declined 

substantially.  ¢ƘǳǎΣ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ŀ ǎǳōǎǘŀƴǘƛŀƭ ŜǊƻǎƛƻƴ ƻŦ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ tŀƪƛǎǘŀƴΩǎ 

T&C sector relative to China, after the removal of ATC.   

 b) Pakistan faces declining average RCAs Post-ATC regime in three major sub-sectors, and 

/ƘƛƴŀΩǎ ŀǾŜǊŀƎŜ w/!ǎ ŀǊŜ ŘŜŎƭƛƴƛƴƎ ƛƴ ǘǿƻ ƻŦ tŀƪƛǎǘŀƴΩǎ с ƳŀƧƻǊ ǎŜŎǘƻǊǎ, i.e. 52 and 62.   

c) The rank correlation between RCAs of the two countries in ATC and Post-ATC period is 

0.128 and 0.154 respectively, indicating that direct competition in T&C at the sectoral 

level although intensified but remains low due to differential manufacturing structure.   

3.5 Summary of Findings 

ŀύ  tŀƪƛǎǘŀƴΩǎ ŀǾŜǊŀƎŜ ƎǊƻǿǘƘ ƻŦ ¢ϧ/ ōŜǘǿŜŜƴ !¢/ ŀƴŘ tƻǎǘ-ATC periods at 4.1% remained 

smaller than all its three regional competitors, i.e. China, India and Bangladesh that grew 

at the rate 12.1%, 10.4% and 11.7% ǊŜǎǇŜŎǘƛǾŜƭȅΦ  .ŀƴƎƭŀŘŜǎƘΩǎ ŀǾŜǊŀƎŜ ƴƻƳƛƴŀƭ ŜȄǇƻǊǘǎ 

of T&C in Post-ATC period at $ 10.3 billion now almost equal that of Pakistan in Post-ATC 

period. 

ōύ  .ŀƴƎƭŀŘŜǎƘΩǎ ŜȄǇƻǊǘǎ ƻŦ ¢ϧ/ ŎƻƴǘƛƴǳŜŘ ǘƻ ŜŘƎŜ-ƻǳǘ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ƻŦ ƳŀƧƻǊ ǎǳō-

sectors by higher double-digit growth rates and increased market share from a smaller 

base.  However, its market share in major sub-sectors are nowhere nŜŀǊ tŀƪƛǎǘŀƴΩǎ 

market share except in sub-sector 62 (non-knitted clothing articles), where its share in 

world market is three times that of Pakistan.  Among minor sub-ǎŜŎǘƻǊǎΣ tŀƪƛǎǘŀƴΩǎ 

exports of sub-sector 55 (man-made staple fibers) performs consistently better in terms 

of growth rates, shares and RCAs. 

c)   Sub-sector correlations in Post-ATC growth rates, shares in world exports, and RCAs 

between Pakistan and Bangladesh is fairly high indicating a high degree of 

competitiveness and similarity in production structures of T&C sector of the two 

countries. 

d)  The sub-sector growth rates, shares and RCA of India suggest a greater diversification of 

T&C exports.  Out of eight minor sub-sectors, India experienced double-digit growth 

rates in 5 sub-sectors, i.e. 51 (wool, fine or coarse animal hair), 55 (man-made staple 

fibers), 56 (wadding, felt and non-woven), 58 (special woven fabric) and 60 

(knitted/crocheted fabric).  Only in sub-ǎŜŎǘƻǊ ррΣ tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ ǊŀǘŜ ǿŀǎ ƘƛƎƘŜǊ ǘƘŀƴ 

LƴŘƛŀ ŘǳŜ ǘƻ ŦƻǊƳŜǊΩǎ ǎƳŀƭl base. 
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e)  The correlation of sub-sectoral growth rates, shares in world exports between Pakistan 

ŀƴŘ LƴŘƛŀ ŀǊŜ ǎƳŀƭƭŜǊ ǘƘŀƴ ƛƴ ŎŀǎŜ ƻŦ tŀƪƛǎǘŀƴ ŀƴŘ .ŀƴƎƭŀŘŜǎƘ ƛƴŘƛŎŀǘƛƴƎ LƴŘƛŀΩǎ ǊŜƭŀǘƛǾŜƭȅ 

more diversified T&C production structure and export profile.  However, an improved 

and stronger correlation among Post-ATC RCAs of the two countries suggests that 

specialisation and competitiveness in similar products is increasing between the two 

countries. 

Ŧύ  9ȄǇƻǊǘǎ ŦǊƻƳ /Ƙƛƴŀ ƛƴ tŀƪƛǎǘŀƴΩǎ р ƳŀƧƻǊ ǎǳō-sectors (except sub-sector 52, i.e. cotton) 

continued to record double-digit growth in Post-ATC as in ATC period.  Only the growth 

in sub-sectors 50, i.e. silk, and 55, i.e. man-made staple fibers was higher for Pakistan.  

Average share of China in world exports were in double-digit and increasing in all sub-

sectors except in sub-sector 53, i.e. other vegetable textiles fibers.  The trends in ATC 

and Post-ATC RCAs of China closely followed the trends in growth rates. 

g)  The correlations among the three indicators, i.e. growth rates, shares in world exports 

and RCAs in ATC and Post-ATC were even smaller than for India indicating even weaker 

sub-sectoral competition in the world market.   
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CHAPTER 4: PRODUCT LINES: 
  A Disaggregated 6-Digit Level Analysis 

4.1 Introduction 

In this era of technology and factor induced specialisation, thousand of products are traded 

among countries.  These forces also lead to changes in comparative advantage in products 

across countries and over time.  Institutionalised bilateral, multilateral and preferential 

regional trading arrangements further add to changing market shares of traded products in 

individual countries.  Sub-sector analysis provides a broad assessment of trends in 

competitiveness of Pakistan textiles exports with its main competitors during ATC and Post-

ATC period.  However competitiveness is determined at a micro-level incorporating both 

products and firm environment.  Thus any policy to diversify products and improve their 

market shares across countries should aim at understanding the competitive forces at the 

highest level of possible disaggregation, in order to devise specific interventions at the firm/  

industry level.  We now move from sub-sector level to product line analysis in the next few 

chapters.   

4.2 Methodology to Filter the Product lines 

Since this study is a comparative analysis of how PakistanΩǎ ŜȄǇƻǊǘ ƛƴ ¢ϧ/ sector performed 

during the last three years of ATC and first three years after the demise of ATC, a meaningful 

assessment can only ideally be made if the product at the 6-digit level is exported in all the 

six years.  As mentioned earlier, there are 835 product lines subsumed in 14 chapters.  We 

combine the following strict and soft criteria to filter product lines for further study:-   

Criterion 1: This criterion requires RCA for all six years for a particular code.  In 

this criterion, the average of RCAs of first three years (2003, 2004, 2005) is 

compared with the average of RCAs of last three years (2006, 2007, 2008), to 

assess the degree and status of competitiveness.   

Criterion 2: Average of RCAs (2006, 2007, and 2008) is compared with RCA of 

one year, i.e. of an earlier year of ATC, either 2003 or 2004 

Table 4.1 gives the chapter-wise distribution of codes selected under the above criteria.  

Note that for 4 major sub-sectors, i.e. 52, 61, 62, 63 the percentage of codes selected are 
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above 80% of total product lines, while for the remaining 2 major codes, i.e. 54 and 57, the 

percentages are 40 and 66 respectively.  Share of product lines selected from the minor sub-

sectors vary between 7% and 72%.  Overall 551 product lines selected constitute 66% of the 

total product lines and 98% of total T&C export of Post-ATC period.  In terms of $ value of 

exports, these selected product lines constitute 68.2% (sub-sector 58) to 99.9% (sub-sector 

57) of each sub-sector textiles exports.14 

Table 4.1: Percentage Share in T&C of Codes Selected Under Criteria 1 and 2 (Post-ATC) 

HSC 50 51 52 53 54 55 56 57 58 59 60 61 62 63 Total 

Total No.  of 
codes  

10 38 131 29 66 111 33 20 36 23 44 116 119 59 835 

Total codes 
computed 

5 12 105 2 29 55 17 11 26 15 22 100 106 48 551 

% computed 
RCAs 

50 32 80 7 44 50 52 55 72 65 50 86 87 81 66 

% avg.  export 
share of 

selected codes 
in T&C 

0.0 0.1 32.9 0.1 0.9 2.7 0.3 2.04 0.19 0.06 0.58 17.37 12.43 28.55 98.08 

4.3 Analysis of Filtered Product Lines 

More liberalised trading Post-ATC environment along with internal forces may have 

contributed to shifts in external demand and thereby to shifts in comparative 

advantage/disadvantage.   

Table 4.2: {ƴŀǇǎƘƻǘ ±ƛŜǿ ƻŦ {ŜƭŜŎǘŜŘ /ƻŘŜǎΩ w/!ǎ 

Post-ATC  
2006-08 

 
ATC   

2003-05 

 RCA <1 RCA>1 Total 

RCA<1 145 33 178 

RCA>1 78 295 373 

Total 223 328 551 

 Table 4.2 provides a snapshot view of ATC and Post-ATC status of RCAs for the selected 

items. Out of 551 selected product lines, 440 items retained their ATC status, i.e. 80% of the 

product lines did not change their ATC comparative advantage or disadvantage position in 

                                                           
14

 Under criterion 1, 478 products, constituting 87 percent of 551 lines are selected, while remaining 13 

percent (73 product lines) are selected under criterion 2. 
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the Post-ATC period.  In the ATC period, 33 items that were comparatively positioned in the 

world market lost their position, while 78 whose RCA<1 in ATC, assumed comparative 

advantageous position after the demise of ATC.15  Thus after ATC, the net gain was of 

roughly 45 items.  Overall the items with RCA<1 decreased from 223 in ATC period to 178 in 

Post-ATC period, indicating a marginal improvement in the comparative advantage in Post-

ATC period.   

The next table (Table 4.3) gives the percentage distribution of RCA index values of 551 

product lines in the ATC and Post-ATC period. 

Table 4.3: Percentage Distribution of RCA Values of 551 Product Lines 

Summary Statistic ATC Post-ATC 

Mean 21.96 27.95 
Coefficient of Variation 258.56 246.00 
Percent of RCA index   

<1 39.4 33.1 
<2 49.5 40.7 
<4 60.9 51.4 
<8 70.2 62.7 

The mean value of RCA index increased marginally in Post-ATC period and the difference is 

statistically significant.16 The Post-ATC volatility in the index is marginally less than the ATC 

period.  The distribution has tended to shift to the right yielding a higher proportion of 

higher index values, indicating that comparative advantage has strengthened somewhat in 

the Post-ATC period.  The t-test verified that the mean of product line RCAs for Post-ATC 

period is statistically higher than the corresponding number for ATC period and is 

significant.  The rank correlation between the 551 product lines RCA indices in two regimes 

is 0.75 and statistically significant confirming that the structure of comparative advantage 

did not alter significantly. 

 

 

                                                           
15

 The list of these items at the six-digit level is given as Appendices 4A and 4B. 

16
 Note that the average RCA values of these selected items is twice the average RCAs of the entire T&C 

exports (See Table 2.3 of this report) 



54 
 

4.4 Products within  Major Sectors 

Table 4.4 gives the mean RCA index of filtered products lines (399) within each of the 6 

major sub-sectors in T&C sector in ATC and Post-ATC period.  Except for products in sub-

sector 57, i.e. carpets and other textiles floor coverings, the average RCAs of the product 

lines in the remaining sub-sectors have gone up numerically in the Post-ATC period.  

However, except for sub-sectors 52 and 54, none of the average RCAs of product lines in 

Post-ATC period are statistically different from the ATC period.  Also note that the volatility 

of RCAs of product lines has increased (except for sub-sector 52) in Post-ATC period as 

compared to earlier period.  The rank correlation among RCAs of product lines in each sub-

sector is greater than 0.70 in all cases, indicating that within each sub-sector the structure of 

comparative advantage did not change significantly for Pakistan between the two trading 

regimes.   

Table 4.4: Mean RCA of Major Sub-Sectors - ATC vs. Post-ATC 

HSC Description 
No.  of 
 lines 

ATC Post-ATC 
T-value 

Rank  
Correlation Mean CV Mean CV 

52 Cotton 105 54.81 173.0 74.94 141.6 -3.357*** 0.783** 
54 Man-made filaments 29 30.62 255.9 11.09 299.1 2.064** 0.753** 
57 Carpets 11 13.62 253.6 15.42 272.0 -0.735 0.773** 
61 Knitted clothing  100 12.67 207.0 16.18 221.0 -1.238 0.754** 
62 Non-knitted clothing  106 6.48 270.4 12.56 517.0 -0.970 0.701** 
63 Other made-up textiles  48 40.87 169.3 47.51 180.6 -1.053 0.846** 

*** Sig. level 99%, **Sig. level 95% 

4.5 Comparative position vis-à-vis Bangladesh, India and China 

Table 4.5 profiles the degree of competitiveness of 551 filtered products with PaƪƛǎǘŀƴΩǎ 

main competitors, i.e. Bangladesh, India and China in terms of rank correlation of mean 

RCAs during the ATC and Post-ATC period.  In view of the large array of product lines within 

sub-ǎŜŎǘƻǊǎΣ ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƛǎ ŀƭǎƻ ŀǎǎŜǎǎŜŘ ōȅ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ ǎŜŎǘƻǊǎΦ 
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Table 4.5:  Degree of Competitiveness of 551 Product Lines with Competitors 

HSC Description 
PAK-BD PAK-IND PAK-CHN 

ATC Post-ATC ATC Post-ATC ATC Post-ATC 

50-63 T&C 
0.169*** 0.175*** 0.305*** 0.372*** -0.063 -0.010 

448 448 550 550 551 551 

52 Cotton 
0.199 0.101 0.128 0.247** -0.322*** -0.211*** 

88 81 105 105 105 105 

54 
Man-made 
filaments 

0.412* 0.235 0.359 0.425** 0.084 -0.018 
19 14 29 29 29 29 

57 Carpets 
0.167 -0.314 0.091 0.145 0.373 0.218 

8 6 11 11 11 11 

61 
Knitted 
clothing 

0.181* 0.403*** 0.409*** 0.629*** -0.234** 0.000 
97 97 97 97 97 97 

62 
Non-knitted 

clothing 

0.301*** 0.485*** 0.461*** 0.474*** 0.007 -0.082 
106 105 106 106 106 106 

63 
Other made-
up textiles 

0.441*** 0.507*** 0.272 0.356** -0.336** -0.186 

47 47 49 49 49 49 
*** Significant at 99%,  
**Significant at 95% 
* Significant at 90% 

4.5.1 Pakistan and Bangladesh 

At the aggregate level the rank correlation among average RCAs of Pakistan and Bangladesh 

improved slightly in the Post-ATC period.  However although statistically significant, its low 

value indicates that at the 6-digit level, the overlap in exporting products is not 

overwhelming and different products of the two countries have comparative advantage in 

relation to the world market.  Moreover nearly 20% of the products (448 vs. 551) exported 

by Pakistan throughout the period were not exported by Bangladesh.  Looking at rank 

correlation at the HS sub-sector level a different picture emerges.  In the Post-ATC period, 

Bangladesh emerged as a significant competitor in ǘƘǊŜŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ ǎǳō-sectors, i.e. 

61, 62 and 63.  Not only the rank correlations improved significantly indicating similarity and 

competition in export products and production structures in Post-quota period but are 

highly significant statistically in these sub-sectors. 

4.5.2 Pakistan and India 

As a traditional competitor, India further consolidated its position in the Post-ATC period.  In 

ATC period, rank correlation was significant in only 2 major sub-sectors, i.e. 61 and 62.  In 

Post-ATC period, the rank correlations are significant in 5 out of 6 major sub-sectors of 
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Pakistan.  The values of rank correlation have increased indicating more competition at 6-

digit level products, with more fierce competition in products in sub-sector 61 in the Post-

ATC period.  India has graduated from EU GSP in sub-sector 61, and the current tariff 

differential of 1.78 favours Pakistan. However, sub-sector 61 of Pakistan is likely to face 

adverse consequences as a result of future EU-India FTA agreement if full liberalisation is 

ŀǎǎǳƳŜŘ ǳƴŘŜǊ ǿƘƛŎƘ LƴŘƛŀΩǎ ǘŀǊƛŦŦ ǿƻǳƭŘ ōŜ ǊŜŘǳŎŜŘ ǘƻ ȊŜǊƻΣ ŎǊŜŀǘƛƴƎ ŀ ǘŀǊƛŦŦ ŘƛŦŦŜǊŜƴǘƛŀƭ ƻŦ 

10.04 in favour of India (Chishti, Zulfiqar and Naqvi, 2008). 

4.5.3 Pakistan and China 

The rank correlations of average RCAs of Pakistan with China are not only low compared 

with Bangladesh and India, but are also statistically not significant and negative in many 

major sub-sectors in case of Pakistan.  This indicates that within each sub-sector, the bundle 

of exported 6-digit product lines from each country are different and therefore not in direct 

competition with each other in the world market.   

4.6 Competition and Specialisation for Market Share 

Modifying the methodology suggested by Lall and Weiss (2007), we look at the types of 

products in which Pakistan is losing market share most rapidly.  Using simple correlation 

analysis we explore whether Pakistan lost its share in the world market due to its 

competitors in those commodities in which the world exports was growing the fastest in 

Post-quota period.  For this, we correlate the relative changes in market share (RMS) 

between quota and Post-quota period, i.e. the growth in exports of say China between 

quota and Post-quota minus the growth oŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ŘǳǊƛƴƎ ǘƘŜ ǘǿƻ ǊŜƎƛƳŜǎΣ ǿƛǘƘ 

(i) first the growth of world exports for the products in the sample and (ii) second the 

degree of specialisation, as measured by average RCAs in the Post-ATC period.  We also 

estimate similar correlations for Bangladesh and India.  The detailed results are in the table 

below:- 
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Table 4.6:  Correlation between RCAs and Relative Change in Market Share (RMS) with             
World Exports 

HSC Description 
PAK-BD PAK-IND PAK-CHN 

RMS RCA  RMS RCA RMS RCA 

Core  
0.008 
(414) 

-0.039 
(412) 

0.002 
(543) 

-0.080* 
(540) 

0.106** 
(542) 

-0.067 
(539) 

52 Cotton 
-0.017 
(75) 

-0.020 
(75) 

-0.047 
(105) 

0.575* 
(105) 

-0.003 
(105) 

0.094 
(105) 

54 
Man-made 
filaments 

0.362 
(13) 

0.140 
(13) 

-0.035 
(28) 

0.109 
(28) 

0.015 
(28) 

0.079 
(28) 

57 Carpets 
-0.426 

(6) 
0.493 

(5) 
0.047 
(11) 

0.095 
(11) 

-0.138 
(11) 

0.054 
(11) 

61 
Knitted 
clothing 

0.139 
(100) 

-0.200*** 
(97) 

0.071 
(100) 

-0.197** 
(100) 

0.270*** 
(100) 

-0.192* 
(97) 

62 
Non-knitted 

clothing 

-0.200*** 
(102) 

-0.166* 
(102) 

-0.208*** 
(103) 

-0.166* 
(103) 

-0.175* 
(103) 

-0.165* 
(103) 

63 
Other made-up 

textiles 

0.055 
(45) 

-0.055 
(45) 

-0.076 
(49) 

0.049 
(49) 

-0.078 
(49) 

0.062 
(49) 

   *90% level of significance 
** 95% level of significance 
***99% level of significance 
( ) No.  of items 

With respect to growth of world exports, the correlations indicate the following:- 

At the aggregate level, i.e. for all 551 products the correlation coefficient between relative 

changes in market share and growth of world exports is significant at 95% level only for 

China.  Although relatively low (0.106), it implies that loss of market share to China is 

greatest in the fastest growing categories.  Sub-sector wise the loss is greatest for products 

in sub-sector 61 where the correlation coefficient of 0.27 is significant at 99% level.  In the 6-

digit products of sub-sector 62, Pakistan lost its market share with all the three competitors, 

although they were slow growing categories in the Post-quota period as the correlations are 

negative and highly significant for Bangladesh and India.   

As far as the degree of specialisation is concerned, at the aggregate level the correlations 

between market share and average Post-quota RCA are negative, fairly low, and are  

statistically not significant for two countries, i.e. China and Bangladesh, suggesting that 

tŀƪƛǎǘŀƴΩǎ ƳƻǊŜ ǎǇŜŎƛŀƭƛǎed T&C products neither gained nor lost their share in the world in 

the Post-quota period.  However, at a sub-sectoral level, the negative and statistically 

significant correlations with all the countries in the region in products of sub-sectors 61 and 
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62 suggest that Pakistan held its position better in its more specialised products, within 

these 2 sub-sectors.    

4.7   Identifying the Threatened Products  

Using the average RCAs in the ATC and Post-ATC periods, the following set of criteria 

developed by Amir Mahmood (2005) are employed to position the entire set of 551 HS 6-

digit product lines into competitive, threatened, emerging and weakened status.  From a 

statistical viewpoint, average RCAs based on 6 years performance are more robust to 

position individual product lines rather than RCAs estimated at two points in time even if 

they are few years apart.  Box 2 gives the various criteria. 

As can be perused from Box 2, positioning the 551 product lines into the above mentioned 

classifications is a two step procedure.  In the first step, all the products are categorised into 

three streams as per their average value of RCA in Post-ATC period:  

i) RCA>1,   ii) 1>RCA>0.5 iii) RCA <0.5.   

In the second stage, average ATC values under each of these 3 classifications are subtracted 

from Post-ATC average and negative or positive difference is used to position them further 

into six competitive statuses.     

BOX 2:  Product Positioning Criteria 

Position of the 
product lines 

(RCA) 

Criteria 

Implications 
Average RCA 
(2006, 2007, 

2008) 

Difference in RCA of two 
regimes 

(Avg.  RCA 2006-08 minus 
Avg.  RCA 2003-05 or RCA 

2003 or RCA 2004) 

Competitive 
RCA > 1 

> 0 Improvement over time has occurred. 

Threatened < 0 Declining competitiveness over time. 

Emerging 
(Tier 1) 

1 > RCA > 0.5 
 

> 0 

Future potential in terms of export 
competitiveness exist.  Comparatively less 
competitive but position in international 

market is improving. 
Emerging 
(Tier 2) 

RCA < 0.5 
 

Weak 
(Tier 1) 

1 > RCA > 0.5 
 

< 0 
tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƛƴ ǘƘŜǎŜ 
product lines is eroding over time. 

Weak (Tier 2) 
RCA < 0.5 
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4.8. Descriptive Analysis of Positioned Product Lines 

Tables 4.7 and 4.8 give the distribution (level and share) of 551 filtered products by 4 

positioned categories and across 14 textiles sub-sectors in Post-ATC scenario.  At the 

aggregate level 21.5 % or 120 product lines (last column) face competitive threat in the 

Post-ATC scenario, i.e. although these products are competitively placed in both regimes, 

(i.e. RCA>1) the Post-ATC average RCA index of these products is less than the ATC average 

RCA index17,18.  Additionally 106 product lines or 19% of the product lines weakened further 

in the Post-quota period.  To begin with, the average RCA index of these products was less 

than 1 in both periods, but further deteriorated in the Post-quota regime.  In terms of share 

in total textiles exports in Post-ATC period, the threatened and weakened product lines 

constitute 33.7% and 0.2% respectively.  Note that the impact on exports earnings from the 

threatened products is larger than their relative share in total products, while for weakend 

products the corresponding relationship is the opposite. 

Among the major sub-sectors, in terms of percentage share of items, 34.5% (10 out of 29) of 

items of sub-sector 54 face threat in Post-quota regime, followed by 30% (15 out of 50) 

facing competitive threat in sub-sector 63.  Sub-sectors 52 and 61 contain the highest and 

second highest number of items, i.e. 28 and 24 respectively, facing threats in the Post-ATC 

period.  Over 62% of the 29 filtered items in sub-sector 54 face threats and weakened 

overtime based on their Post-ATC performance. 

Table 4.7:  Numbers and Percentages of Positioned Items in Sub-Sectors 

 
 
 

PP 

No.  of positioned items (%) meeting the 2 criteria 

 50 51 52 53 54 55 56 57 58 59 60 61 62 63 Total 

C 
# 2 8 74 1 5 30 2 2 6 3 4 43 44 26 250 

% 40 66.7 70.5 50 17.2 54.5 11.8 18.2 23.1 20 18.2 43 42.3 54.2 45.4 

T 
# - 2 24 1 10 4 5 2 3 1 5 28 20 15 120 

% - 16.7 22.9 50 34.5 7.3 29.4 18.2 11.5 6.7 22.7 28 19.2 31.3 21.8 

E 
# - 2 4 - 6 10 7 3 7 5 3 13 15 2 77 

% - 16.7 3.8 - 20.7 18.2 41.2 27.3 26.9 33.3 13.6 13 14.4 4.2 13.9 

W 
# 3 - 3 - 8 11 3 4 10 6 10 16 25 5 104 

% 60 - 2.9 - 27.6 20 17.6 36.4 38.5 40 45.5 16 24 10.4 18.9 

Total 
# 5 12 105 2 29 55 17 11 26 15 22 100 104 48 551 

% 0.89 2.15 18.8 0.36 5.20 9.86 3.05 1.97 4.66 2.69 3.94 17.9 19.5 8.96 100 

                                                           
17

 Lƴ aŀƘƳƻƻŘΩǎ ǎǘǳŘȅ όнллрύΣ мо҈ ƻŦ мпн ǇǊƻŘǳŎǘ ƭƛƴŜǎ ƻŦ ¢ϧ/ ŀǘ I{-4 digit level were threatened in 2000.   
18

 List of threatened lines by 6-digit codes and descriptions are given in Appendix 4C. 
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Table 4.8:  Percentage Share of Positioned Items in T&C Exports 

 C T E W 
ATC  40.0 57.4 0.2 1.0 

Post-ATC 64.7 33.7 0.4 0.2 

The next two chapters will explore the threatened lines in more detail regarding the nature 

and importance of the products and the competition they face from regional competitors, 

i.e. Bangladesh, India and China. 

4.9 Summary of Findings 

a)  Using a modification of the methodology suggested by Mahmood (2005) to position 

products according to average RCA values, we filter a sub-set of 551 lines from a total 

of 835 lines belonging to Chapters 50 to 63, and position them into competitive, 

threatened, weakened and emerging lines.  Out of the 551 lines, the RCA of 440 lines 

have retained their status quo between the two periods, i.e. RCA greater/less than 

unity in ATC period have RCA greater/less than unity in Post-ATC period.  There is a net 

gain of 45 product lines in the Post-ATC period.  In Post-ATC period, these selected 

items constitute 98% of T&C exports of Pakistan. 

b)   The Post-ATC distribution of RCAs shifted to the right yielding a higher proportion of 

higher index values, indicating that comparative advantage strengthened in the Post-

ATC period. 

c)  Sub-sector wise, the Post-ATC average RCAs of the selected products are higher than 

corresponding averages of ATC period except sub-sector 57, i.e. carpets and other 

textiles floor covering.  However, only the difference is statistically higher for the two 

sub-sectors, i.e. 52 (cotton) and 54 (man-made filaments).  The rank correlation of 

RCAs of all product lines among the two periods is greater than 0.70 in all sub-sectors, 

indicating that within each sub-sector, the structure of comparative advantage did not 

change significantly for Pakistan. 

d)  In the Post-ATC period, Bangladesh emerged a significant competitor in Chapters 61, 

62 and 63.  In case of India, it is Chapter 61, while in case of China, production and 
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export structure of sub-sectors 52, 61 and 63 significantly moved away or diversified in 

relation to lines exported by Pakistan in these sub-sectors. 

e)  Another finding is that Pakistan neither gained nor lost its share in more specialised 

lines within the major sub-sectors 61 and 62. 

f)  The positioning of 551 filtered lines reveals 120 lines or 21.51% of total filtered lines 

Ŧŀƭƭ ǳƴŘŜǊ ǘƘŜ ŎŀǘŜƎƻǊȅ ƻŦ ΨǘƘǊŜŀǘŜƴŜŘΩ ƭƛƴŜǎΦ  !ŘŘƛǘƛƻƴŀƭƭȅΣ млс ǇǊƻŘǳŎǘ ƭƛƴŜǎ ƻǊ мф҈ ƻŦ 

total T&C exports lines weakened further in the Post-quota period.  In terms of share 

in total T&C exports in Post-ATC period, the threatened and weakened product lines 

constitute 33.7% and 0.2% respectively. 
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CHAPTER 5: THREATENED PRODUCTS: POSITIONING COMPETITORS  

5.1 Introduction 

²¢hΩǎ ¢ǊŀŘŜ tƻƭƛŎȅ wŜǾƛŜǿ (May 2008), emphasises that Pakistan now faces stronger 

competitive pressure in major markets (USA and EU) since the abolition of quotas under ATC 

in 2005.  These pressures originate from bilateral and regional PTAs, preferential market 

access (i.e. GSP+) between our main importers (USA and EU) and regional competitors, 

ŎƭŀǎǎƛŦȅƛƴƎ ¢ϧ/ ŀǎ ΨǎŜƴǎƛǘƛǾŜ ǇǊƻŘǳŎǘǎ ƛƴ ǘǊŀŘŜ ƴŜƎƻǘƛŀǘƛƻƴǎ ŀƴŘ ŜƴƭŀǊƎŜƳŜƴǘ ƻŦ 9¦Φ  !ŦǘŜǊ 

ŜȄǇƛǊŀǘƛƻƴ ƻŦ !¢/Σ ŘǳŜ ǘƻ ƎǊŜŀǘŜǊ ŀƴŘ ŘƛǾŜǊǎƛŦƛŜŘ ǎǳǇǇƭȅ ǘƘŜ ΨǇǊƛŎŜ ŜŦŦŜŎǘΩ Ƴŀȅ ƘŀǾŜ ŦǳǊǘƘŜǊ 

depressed foreign exchange earnings of Pakistan from this sector.   

 It is imperative to probe into the 120 threatened lines as they comprise on the average 

21.5% of filtered product lines of TC exports and 33.7% of total exports of T&C in the Post-

ATC period.19  The weakening of PaƪƛǎǘŀƴΩǎ comparative advantage is explained by the 

relative increasing competitiveness in the export of these lines by its regional competitors.   

A product line is termed as threatened if its RCA is greater than unity, but its RCA index 

declines over time.  Apart from the pressures of changing trading environment externally as 

highlighted above, supportive domestic industrial policies of competitors and supply 

constraints (e.g. energy crisis, war on terror, narrow range of export competitive products) 

faceŘ ōȅ tŀƪƛǎǘŀƴ Ƴŀȅ ŀƭǎƻ ƛƳǇŀŎǘ Ǝƭƻōŀƭ ŀƴŘ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ 

ǎŜŎǘƻǊΦ  tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ƴƻǿ ŦŀŎŜ ƎǊŜŀǘŜǊ ŎƻƳǇŜǘƛǘƛǾŜ ǇǊŜǎǎǳǊŜ ƻǊ ǘƘǊŜŀǘǎ ŦǊƻƳ ƛǘǎ 

competitors such as Bangladesh and India, since these countries geared up for an expected 

intense Post-ATC competition by undertaking industry specific assistance measures.  China 

has announced a 3-year road-map to strengthen the T&C industry in which it plans for an 

industry consolidation, removal of obsolete capacity, value chain up-gradation and increase 

ƛƴ ŜȄǇƻǊǘ ǘŀȄ ǊŜōŀǘŜ ŦǊƻƳ мм҈ ǘƻ мс҈Φ  wŜǎǘǊƛŎǘƛƻƴǎ ƛƳǇƻǎŜŘ ƻƴ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ōȅ 9¦ ŀƴŘ 

USA were ǊŜƳƻǾŜŘ ƛƴ нллт ŀƴŘ нллу ǊŜǎǇŜŎǘƛǾŜƭȅΣ ǎƻ ǘƘŀǘ ŎƻƳǇŜǘƛǘƛƻƴ ƛƴ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ 

markets has now intensified further.   

                                                           
19

 In 2008 these T&C threatened lines comprised 14.5% of total exports of Pakistan and 27.7% of total T&C 

exports. 
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5.2 Descriptive Analysis  

5.2.1 Threatened Lines 

Average exports of 120 threatened lines amounted to US $ 5.2 billion in the ATC period and 

declined by 30.2% in the Post-!¢/ ǇŜǊƛƻŘΣ ƛΦŜΦ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΩ ŀǾŜǊŀƎŜ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ tƻǎǘ-

ATC regime amounted to US $ 3.6 billion. The sub-sector distribution of 120 threatened lines 

among 14 sub-sectors in terms of the numbers of items, percentage shares in total exports 

of the sub-sector and in total threatened lines is given below in Table 5.1.   

Table 5.1: Distribution of Threatened Products in Sub-Sectors and Shares in 

Sub-Sector and Threatened Lines Exports 

HSC 
Number of threatened 

lines 

% share in total exports of  

Sub-sector Threatened lines 

50 - - - 
51 2 8.95 0.02 
52 24 51.66 33.72 
53 1 11.19 0.00 
54 10 68.54 2.01 
55 4 2.55 0.21 
56 5 83.30 0.70 
57 2 1.31 0.08 
58 3 20.12 0.17 
59 1 34.71 0.06 
60 5 30.89 0.54 
61 28 44.61 23.17 
62 20 13.63 5.18 
63 15 38.77 34.14 

Total 120  100 

In terms of threatened lines, sub-sector 61, with 28 lines, has the highest number of lines, 

followed by 24 lines of sub-sector 52.  In terms of highest share in total exports of the sub-

sector, 5 threatened lines constitute 83.3% of total exports of sub-sector 56, followed by 10 

lines from the major sub-sector 54 with a share of 68.5%.   
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Table 5.2: 5ƛǎǘǊƛōǳǘƛƻƴ ƻŦ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎΩ tŜǊŎŜƴǘŀƎŜ {ƘŀǊŜǎ ƛƴ 

Total Exports of Threatened Lines 

% share Class Intervals Number of items % share 

0 - 0.25 77 5 
0.25 - 0.50 14 5 
0.50 ς 1.00 12 9 
1.00 ς 5.00 13 26 

> 5.00 4 55 

 120 100 

The concentration in terms of share in total exports of threatened lines can be gauged from 

Table 5.2 where 29 items with individual shares greater than 0.5% constitute 90% of total 

exports of threatened lines.  These 29 product lines are called core threatened lines in the 

rest of the analysis. 

How far have external factors such as negative or positive growth in world exports in these 

products led to increasing the threat to our exports? We answer this in the next analysis.  

The average growth rates of exports of these product lines were computed for Pakistan and 

the world for ATC and Post-ATC periods.  The difference in growth rates between the two 

periods are categorised into 4 mutually exclusive scenarios as follows:-  

I. Positive difference in growth rates of exports from Pakistan and the world 

II. Positive difference in growth rate of export from Pakistan and negative for 

the world 

III. Negative difference in growth rates of exports from Pakistan and the world 

IV. Negative difference in growth rate of export from Pakistan and positive for 

the world  

The numbers of threatened lines and their share in total exports of threatened lines falling 

under the four categories are mentioned in a matrix form in Table 5.3, while the detailed 

codes are given as Appendix 5A.   
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Table 5.3: Exports Growth Matrix of Threatened Lines 
 

 Positive Growth in World Exports Negative Growth in World Exports 

Positive Growth in 
tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ 

TOTAL: 19 codes (12.21% of total  
exports of threatened lines) 

TOTAL: 2 codes (5.02% of total 
 exports of threatened lines 

Negative Growth in 
tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ 

TOTAL: 77 codes (74.70% of total 
 exports of threatened lines) 

TOTAL: 21 (8.07% of total  
exports of threatened lines 

There are 21 threatened lines in which both, the world and Pakistan have experienced a fall 

ƛƴ ƎǊƻǿǘƘ ǊŀǘŜǎ ƻŦ ŜȄǇƻǊǘǎΣ ŀƴŘ ǘƘŜǎŜ ƳŀƪŜ ǳǇ уΦлт҈ ƻŦ ǘƻǘŀƭ ŜȄǇƻǊǘǎ ƻŦ tŀƪƛǎǘŀƴΩǎ 

threatened lines.  Bulk of the threatened lines is clustered in the south-west quadrant of the 

matrix, indicating that the difference between ATC and Post-ATC export growth rate is 

positive for the world and negative for Pakistan.  These comprise 77 lines and constitute 

74.7% of total exports of threatened lines.   

5.2.2 Overview of Core Threatened Product Lines 

In Table 5.4, the matrix for the core (filtered) product lines is shown.  65.84% of total 

threatened lines (18 product lines) experienced a negative export growth rate in Pakistan 

whereas the world growth rate of exports rose for the same lines in the Post-ATC regime.   

Table 5.4: Exports Growth Matrix of Core Threatened Lines 
 

Growth in 
tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ 

Growth in world exports 

+ - 

+ 

520100, 520851, 610332, 610462, 611020, 
620791 

520819 

6 codes (7.35% of total exports of 
threatened lines) 

1 code (7.00% of total exports of 
threatened lines) 

- 

520299, 520512, 520829, 521142, 521215, 
610342, 610510, 610610, 611211, 611420, 
620332, 621490, 630229, 630231, 630232, 

630291, 630391, 630790 

520522, 521213, 521223, 540774 

18 codes (65.84 % of total exports of 
threatened lines) 

4 codes (9.28 % of total exports of 
threatened lines) 

From Table 5.5, we can see that all 29 threatened lines are concentrated in five major sub-

sectors, i.e. 52, 54, 61, 62 and 63.20  The shares of the core lines in sub-sector exports 

                                                           
20 In 2008, sub-sector 52 contributed $ 3.596 billion (33.83% of T&C exports); sub-sector 54 contributed $ 

0.035 billion (0.4% of T&C exports), subsector 63 $ 3.146 billion (29.6% of T&C exports), sub-sector 61 $ 1.89 
billion (17.7%) and sub-sector 62 $ 1.361 billion (12.81%).  The total exports of these sub-sectors comprise of 
94.34% of total exports of T&C.   
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declined in the Post-ATC period while among core threatened lines, share of exports of 

product lines belonging to sub-sectors 61 and 63 increased at the cost of declining shares in 

other product lines of major sectors.   

Table 5.5: Chapter-Wise Distribution of Core Threatened Lines and Their Shares in 
Exports of (i) sub-sectors, (ii) threatened lines  

 

HSC 
Number of Core  
Threatened Lines 

% share in total exports of 

Sub-Sector Threatened lines 

ATC POST-ATC ATC POST-ATC 

52 11 57.5 33.1 41.9 36.7 
54 1 1.9 1.7 0.2 0.1 
61 8 55.4 39.7 20.9 23.3 
62 3 13.5 7.7 3.7 3.3 
63 6 52.7 36.9 33.4 36.7 

Total 29     

5.2.2.1 tƻǎƛǘƛƻƴƛƴƎ tŀƪƛǎǘŀƴΩǎ Core Threatened Lines vis-à-vis Competitors 

It would be interesting to reveal how our 29 core threatened lines are positioned in China, 

India and Bangladesh competitive spectrum.  Table 5.6 shows the three competitorsΩ 

positioning of our 29 threatened lines in Post-ATC period.  LƴŘƛŀΩǎ Ǉƻǎƛǘƛƻƴ ƛƴ мо ƻŦ tŀƪƛǎǘŀƴΩǎ 

threatened lines has become stronger in the Post-ATC period, since both its Post-ATC export 

growth rates have increased.  China has 14 such lines and Bangladesh, only seven.  Globally, 

India faces the problem of competitiveness erosion in 12 of our core threatened lines; 

Bangladesh has 13 such lines and China, nine.  As shown in Table 5.4, in most of these 

ǇǊƻŘǳŎǘ ƭƛƴŜǎΣ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ƎǊƻǿǘƘ ǊŀǘŜ Ƙŀǎ ŦŀƭƭŜƴ ƛƴ ǘƘŜ tƻǎǘ-ATC period.  However, 

¢ŀōƭŜ рΦс ŘŜǇƛŎǘǎ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ ǊŜƎƛƻƴŀƭ ŎƻƳǇetitors have experienced positive growth 

rates in majority of core threatened lines of Pakistan.  The export growth rate of only four 

ƭƛƴŜǎ ƻǳǘ ƻŦ tŀƪƛǎǘŀƴΩǎ нф ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ŘŜŎƭƛƴŜŘ ƛƴ ŎŀǎŜ ƻŦ LƴŘƛŀΦ  /Ƙƛƴŀ ŜȄǇŜǊƛŜƴŎŜŘ 

a fall in growth rate of 5 lines while Bangladesh in 8 lines. 
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Table 5.6:  tƻǎƛǘƛƻƴƛƴƎ tŀƪƛǎǘŀƴΩǎ /ƻǊŜ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ Ǿƛǎ-à-vis Competitors 

PP 

% change in own country exports 

IND BD CHN 

+ - + - + - 

C 

520100, 520512, 
520522, 520851, 
521213, 610332, 
611120, 630229,   
630231,  630291, 
520299, 521223, 

540774 

- 

520100, 520522, 
520819, 621490, 
630229, 630231, 

520299 

- 

520819, 520829, 
520851, 521142, 
610342, 610462, 
610510, 611020, 
611211, 620791, 
621490, 630231, 
630232, 630790 

- 

E 630232  
520829, 

520512, 630790 
 

521213, 
521215 

 

T 

520829, 521215, 
610342, 610462, 
610510, 610610, 
620332, 620791, 
621490, 630391 

521142, 
630790 

610332, 610342, 
610462, 610510, 
610610, 611020, 
611211, 620332, 

620791 

521142, 
611120, 
630291, 
630391 

520512, 610332, 
610610, 611120, 
620332, 630291, 

630391 

520522, 
540774 

W 611020 

 
520819, 
611211 

 

 

521213, 
520851, 
521215, 
521223 

520299 
521223, 
520100, 
630229 

5.3 Correlation Analysis of 120 Threatened Lines with Competitors 

Next, a simple correlation analysis is performed at the six-digit HS level between relative 

changes in market share in ATC and Post-ATC periods, first with the growth of world exports 

for threatened lines, and then with the degree of specialisation (measured by RCA) of 

tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ !¢/ ŀƴŘ tƻǎǘ-ATC periods.   

5.3.1 Loss in Market Share to Competitors in Threatened Lines 

Correlation between change in relative market share (RMS) and world export growth will 

ƛƴŘƛŎŀǘŜ ǿƘŜǘƘŜǊ tŀƪƛǎǘŀƴΩǎ ƭƻǎǘ ƛǘǎ ǊŜƭŀǘƛǾŜ ǎƘŀǊŜ ƛƴ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ǘƻ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎΣ ƛΦŜΦ 

China, Bangladesh and India due to competition in the fast or slow export growing 

categories.   

Relative Market share is computed as follows: 

Relative aŀǊƪŜǘ {ƘŀǊŜ Ґ DǊƻǿǘƘ ƻŦ ŎƻƳǇŜǘƛǘƻǊΩǎ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ ŎƻƴŎŜǊƴŜŘ ǇǊƻŘǳŎǘ ƭƛƴŜ ς 

DǊƻǿǘƘ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ ǎŀƳŜ ǇǊƻŘǳŎǘ ƭƛƴŜ 
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There are 108 lines out of a total of 120 threatened lines in which the relative market share 

of China with Pakistan, i.e. the difference of ATC and Post-ATC growth rates between the 

two countries is positive.  With India, there are 97 such threatened lines in which the growth 

ƻŦ LƴŘƛŀΩǎ ŜȄǇƻǊǘǎ ōetween ATC and Post-ATC period exceeds the corresponding growth of 

tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎΦ  hǳǘ ƻŦ ŀ ǘƻǘŀƭ ƻŦ млм ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΣ ǘƘŜǊŜ ŀǊŜ тм ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ 

relative market share of Bangladesh is greater than zero. 

Table 5.7 shows results of the simple correlation between relative changes in market share 

and world exports growth for the 118 threatened product lines21.  For 118 threatened lines, 

the correlation with respect to China and India are negative and low, -0.188 and -0.161 but 

significant at 95% and 90% respectively.  This implies that within 120 threatened lines, the 

loss of market share to China and India was the highest in slow growing categories, rather 

than in fast growing categories.  The correlation with respect to Bangladesh is also low and 

negative but statistically not significant.   

Table 5.7: Correlation Coefficient between RMS and 
(a) World Export Growth (b) ATC and Post-ATC RCA for Threatened Lines 

Correlation  
Coefficient 

World 
 Export GR 

ATC RCA 
Post-ATC 

 RCA 
# of 

 lines  ̂

CHN-PK  
Difference 

-0.188** 
(0.042) 

0.042 
(0.65) 

0.035 
(0.71) 

118 

IND-PK  
Difference 

-0.161* 
(0.081) 

0.133 
(0.15) 

0.079 
(0.39) 

118 

BD-PK 
Difference 

-0.016 
(0.874) 

-0.087 
(0.39) 

-0.072 
(0.48) 

99 

*significant at 90%; ** significant at 95%;  

5.3.2 Has Pakistan Been Able to Hold its Position in Specialised Product Lines? 

This is answered by simple correlation analysis between relative changes in market share 

and degree of specialisation (RCA) (Table 5.7).  Although the correlations are low and 

statistically not significant, the positive magnitude suggest that Pakistan has not been able 

to hold its position neither in ATC nor in Post-ATC period in the specialised products with 

respect to the three regional competitors.   

                                                           
21

 Out of 120 lines two lines HS620432 and HS620791 are excluded as outliers because of high negative values.   
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5.3.3 Similarity in Trade Pattern of Threatened Lines vis-à-vis Competitors 

Now, rank correlation analysis is conducted for ATC and Post-ATC periods between RCAs of 

Pakistan and its competitors to test similarities in patterns of international specialisation.  A 

positive rank correlation coefficient implies trade pattern similarity but its low value implies 

low degree of competition.  A significant and negative rank correlation coefficient implies 

that the countries produce goods that are dissimilar and so do not compete.  But if a 

negative rank correlation coefficient is insignificant, this means that it cannot be determined 

whether countries export goods that are competitive or complementary to each other.   

There would be greater adjustment costs faced by Pakistani T&C producers if the export 

structures of its competitors become more similar in the Post-ATC period relative to the ATC 

period.  Such adjustment costs are higher in countries if the existing market, institutions and 

policies face structural rigidities in a country.   

Amongst the 120 threatened lines, in Table 5.8 below, a stronger and more significant 

correlation coefficient between RCAs with India in the Post-ATC as compared to ATC period 

suggest that in order to face the Post-ATC regime, India encouraged its T&C manufacturing 

sector to be more similar (manufacturing sƛƳƛƭŀǊ ǊŀƴƎŜ ƻŦ ƎƻƻŘǎύ ǘƻ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ 

manufacturing and/or its export structure to be more competitive.  This implies that 

Pakistan has been facing greater potential threat or direct competition from India in the 

export of threatened lines, and hence faces greater market share challenge in the Post ATC 

period.  Results suggest that Pakistan has more in common amongst threatened lines export 

basket with India than China and Bangladesh.   

The decline in negative value of rank correlation coefficient in the Post-ATC period between 

Pakistan and China suggests that complementarities in export goods have reduced and so 

indicates a movement towards similarity in export baskets and further decline in the years 

ahead would indicate more competition.  This result is statistically significant for both the 

ǇŜǊƛƻŘǎ ŀƴŘ ƛƴŘƛŎŀǘŜǎ /ƘƛƴŀΩǎ ƎǊƻǿǘƘ ƛƴ ŜȄǇƻǊǘǎ ƻŦ ǘƘŜǎŜ ƭƛƴŜǎ ŘǳǊƛƴƎ ǘƘŜ ǉǳƻǘŀ-free regime.  

Bangladesh result is insignificant and suggests divergence in pattern of trade of threatened 

lines with Pakistan in the Post-ATC period. 
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Table 5.8: {ǇŜŀǊƳŀƴΩǎ wŀƴƪ /ƻǊǊŜƭŀǘƛƻƴ /ƻŜŦŦƛŎƛŜƴǘǎ ŦƻǊ мнл ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ 

Rank Correlation 
Coefficient 

ATC RCA Post-ATC RCA 
Total no.  of 

threatened lines 

BD-PK 
0.025 

(0.801) 
-0.019 
(0.849) 

102  ̂

IND-PK 
0.060 

(0.513) 
0.338** 
(0.000) 

120 

CHN-PK 
-0.336** 
(0.000) 

-0.243*** 
(0.008) 

120 

ϣ 9ȄŎƭǳŘŜǎ ŎƻŘŜǎ ŦƻǊ ǿƘƛŎƘ .5Ωǎ w/! ƛǎ ȊŜǊƻΣ ǿƘŜǘƘŜǊ ATC or Post-ATC RCA. 

5.4 Correlation Analysis of Core Threatened Lines with Competitors  

5.4.1 Loss in Market Share to Competitors in Core Threatened Lines 

Following the methodology adopted for 120 threatened lines in assessing whether Pakistan 

lost its share to its competitors in the fast or slow growing product lines, we adopt a similar 

methodology for core threatened lines.  In the case of China, the correlation between 

difference in growth of two countries between ATC and Post-ATC period and world export 

growth is fairly strong, positive and statistically significant at 99 percent level.  Thus, this 

indicates that Pakistan lost its world share to China in the fastest growing categories among 

the core threatened lines in the Post-ATC period.   This is in contrast to the earlier weak 

result for all 120 threatened lines where Pakistan lost its share to the slow growing 

categories.   In case of India, the correlation is stronger than in case of all 120 lines, but the 

result is robust suggesting that Pakistan lost its share to India in slow growing categories in 

the Post-ATC period. 

Table 5.9:  Correlation Coefficient between RMS and 
(a) World Export Growth, (b) ATC and Post-ATC RCAs for Core Threatened Lines 

Correlation  
Coefficient 

World Export  
GR 

ATC 
RCA 

Post-ATC 
 RCA 

# of Core  
T-Lines 

CHN-PK  
Difference 

0.746*** 
(0.000) 

-0.094 
(0.63) 

-0.130 
(0.51) 

28 

IND-PK  
Difference 

-0.331* 
(0.085) 

0.041 
(0.84) 

0.080 
(0.68) 

28 

BD-PK 
Difference 

-0.058 
(0.778) 

-0.185 
(0.37) 

-0.177 
(0.39) 

26 

*significant at 90% level 
***significant at 99% level 
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5.4.2 Has Pakistan Been Able to Hold its Position in Specialised Core Threatened Lines? 

Whether in two regimes Pakistan held its position against its competitors in more 

specialised core threatened product lines is given by correlations in Table 5.9.  None of the 

low correlations with the 3 competitors are statistically significant, although negative 

magnitude suggest that Pakistan held its position in specialised products with China and 

Bangladesh.   

5.4.3 Similarity in Trade Pattern of Threatened Lines vis-à-vis Competitors 

Whether the pattern of specialisation among the threatened lines changed among 

PakiǎǘŀƴΩǎ ǘƘǊŜŜ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎ ōŜǘǿŜŜƴ ǘƘŜ ǘǿƻ ǊŜƎƛƳŜǎ ƛǎ ƎƛǾŜƴ ōȅ Ǌŀƴƪ ŎƻǊǊŜƭŀǘƛƻƴ 

of average RCAs of Pakistan and each of the regional countries.  The negative, high and 

statistically significant rank correlation for China suggests that both countries continue to 

specialise in different exports in Post-ATC period as was the case in ATC period.  For 

Bangladesh and India the results are ambiguous and weak.   

Table 5.10: {ǇŜŀǊƳŀƴΩǎ wŀƴƪ /ƻǊǊŜƭŀǘƛƻƴ /ƻŜŦŦƛŎƛŜƴǘǎ ŦƻǊ /ƻǊŜ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ 

Rank Correlation 
Coefficient 

ATC RCA Post-ATC RCA 
Total no.  of 

threatened lines 
(share > 0.5) 

BD-PK 
-0.144 
(0.473) 

-0.249 
(0.210) 

27 

IND-PK 
-0.160 
(0.408) 

-0.027 
(0.889) 

29 

CHN-PK 
-0.451* 
(0.014) 

-0.551*** 
(0.002) 

29 

   *** significant at 99% level 
   ( ) level of significance 

5.5 Summary of Findings 

a)  Descriptive analysis of 120 threatened lines indicate that sub-sector 61, i.e. knitted 

articles of apparel and clothing, with 28 lines (23.3% of total threatened lines) has the 

highest number of threatened lines.  In terms of highest share in total exports of the 

sub-sector, 5 lines of sub-sector 56, i.e. wadding, felt and non-woven, constitute 83.3% 

of exports of that sub-sector.  Twenty-nine items with individual shares greater than 
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0.5% of total exports of threatened lines constitute 90% of total exports of threatened 

lines. 

b)  Among the 120 threatened lines, in 77 lines, Pakistan experienced a negative growth 

rate between the two regimes, as compared to a corresponding positive growth rate 

of world exports. 

c)  The low and negative correlation between the growth of world exports and relative 

shares of China and India with Pakistan indicate that within 120 threatened lines, the 

loss of market share to China and India was the highest in slow growing categories.  

Moreover, Pakistan has not been able to hold its position neither in ATC nor in Post 

ATC periods in the specialised products with respect to the three regional competitors.  

wŜǎǳƭǘǎ ŀƭǎƻ ǎǳƎƎŜǎǘ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƘŀǾŜ ƳƻǊŜ ŎƻƳƳƻƴ ŜȄǇƻǊǘ ǇǊƻŦƛƭe 

Post-ATC with India rather than China and Bangladesh. 

d)  All the 29 core threatened lines belong to 5 major sub-sectors, i.e. 52, 54, 61, 62 and 

63.  The aggregate Post-ATC of 25 lines belonging to sub-sectors 52, 61 and 63, in total 

exports of core threatened lines is 96.7%. 

e)  Lƴ ǘŜǊƳǎ ƻŦ ǇƻǎƛǘƛƻƴƛƴƎΣ ƻǳǘ ƻŦ tŀƪƛǎǘŀƴΩǎ нф ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΣ LƴŘƛŀ ƛǎ ŎƻƳǇŜǘƛǘƛǾŜ 

in 13, China in 14, and Bangladesh in 7.  Interestingly, only 2 of the lines among China 

and India are common.  Thus, the threats to our exports in the Post-ATC were mutually 

exclusive or divided between China and India. 

f)  In case of China, the evidence indicates that Pakistan lost its world share to China in 

the fastest growing categories and to India, in slow growing categories of core 

threatened lines.  In addition, China continues to specialise in exports of different core 

threatened lines compared to Pakistan in Post-ATC period as in ATC period. 
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Chapter 6: t9wChwa!b/9 hC /hw9 ¢Iw9!¢9b95 [Lb9{ Lb t!YL{¢!bΩ{ a!Whw 

MARKETS: A COMPARISON 

6.1 Brief Overview 

After analysing the global performance of 120 threatened and 29 core threatened lines from 

ŀ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎΩ ǇŜǊǎǇŜŎǘƛǾŜs in the previous chapter, we are now ready to analyse 

their ATC and Post-ATC bilateral performance, i.e. vis-à-vis USA and EU-27 again from 

ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎΩ ǇŜǊǎǇŜŎǘƛǾŜǎΦ  tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ 9¦-27 continue to face 

varying degree of market access restrictions and regulations over the last many decades.  It 

is also a fact that parallel to these measures, short-life and conditional preferential trading 

arrangements are also occasionally granted to Pakistan by the EU-27.  There is casual 

ŜƳǇƛǊƛŎƛǎƳ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ŀǊŜ ŀŦŦŜŎǘŜŘ ōȅ ǘƘŜǎŜ Řǳŀƭ ŀƴŘ ǇŀǊŀƭƭŜƭ ǎŜǘs of 

restrictions and preferential measures although net effect in overlapping periods remains 

ŀƳōƛƎǳƻǳǎΦ  ¢ƘŜ ƎǊƻǿǘƘ ǊŀǘŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ό/Ƙ. 50-63) to EU-27 fell considerably 

from 18.58% in 2004 to 6.6% in 2005.  This could be due to many reasons including anti-

dumping duties on bed linen, ending of quota regime in 2005, withdrawal of EU-27 GSP 

Ψ5ǊǳƎ !ǊǊŀƴƎŜƳŜƴǘΩ ŀƴŘκƻǊ ŜƴƭŀǊƎŜƳŜƴǘ ƻŦ 9¦-2722.  It was replaced by a new scheme, 

called the GSP-Plus scheme.  The beneficiary countries are those vulnerable countries that 

represent less than 1% of EU-27 imports under GSP, which unfortunately does not qualify 

Pakistan for the scheme.  Pakistan is not a beneficiary of GSP support scheme since 1st 

WŀƴǳŀǊȅ нллрΣ ŀǎ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴ ƎǊŀŘǳŀǘŜŘ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ǘƻ ŀ ƘƛƎƘŜǊ ƭŜǾŜƭΦ  ¢Ƙǳǎ, 

ǘƘŜǎŜ ŦŀŎǘƻǊǎ Ƴŀȅ ƘŀǾŜ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ŘŜǘŜǊƛƻǊŀǘƛƴƎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ƛƴ 

the EU-27 market.   

Table 6.1 below shows average exports of all goods to USA and EU-27 in the ATC and Post-

ATC periods of the four countries.  The highest growth in average exports in the two 

markets was registered by China, where total exports grew by 61.36% in the Post-ATC 

period.  EU-27 is relatively a bigger market than USA for exports of Pakistan, Bangladesh and 
                                                           
22

 Under the Drug Arrangement scheme, duty-free access was provided to 3600 products, including textiles 

and apparel products.  It provided duty-free access to products for which there was only tariff reduction (not 

duty-free) under the general GSP scheme.  In addition to this, 316 such products were granted preferences 

that were not included in the general GSP scheme.  It was withdrawn as it was not WTO-compatible, i.e. the 

drug arrangement preference was available to only 12 beneficiary countries of GSP 
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India in both the ATC and Post-ATC periods.  The bigger export market for China in the ATC 

period was USA and in the Post-ATC period, it was EU-27.  Pakistan experienced the slowest 

growth in average exports in both the markets relative to its competitors.   

Table 6.1:  Average Exports to US and EU-27 - ATC and Post-ATC 

Country 

Average Exports 

USA EU-27 

ATC 
($ BN) 

Post-ATC 
($ BN) 

%  
CHANGE 

ATC 
($ BN) 

Post-ATC 
($ BN) 

% 
CHANGE 

CHINA 172.32 278.06 61.36 149.27 291.71 95.42 

INDIA 13.61 20.08 47.54 17.62 32.25 83.05 

BANGLADESH 2.24 3.25 45.16 4.33 6.25 44.45 

PAKISTAN 3.28 3.95 20.27 3.92 4.84 23.67 

World 1289.38 1765.77 36.95 3588.64 5394.40 50.32 

Table 6.2 shows the growth in average exports of T&C of Pakistan and its regional 

competitors in its major markets.  Interestingly, the ATC and Post-ATC growth trends in T&C 

exports of Pakistan and its regional competitors mirror the growth trends in total exports of 

ǘƘŜ ŎƻǊǊŜǎǇƻƴŘƛƴƎ ŎƻǳƴǘǊƛŜǎΦ  !ƎŀƛƴΣ tŀƪƛǎǘŀƴΩǎ ƎǊƻǿǘƘ ƛƴ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ ¦{! ŀƴŘ 9¦-27 is 

the smallest as compared to the regional competitors.  Moreover, in absolute amounts, 

Bangladesh average exports of T&C to EU-27 are higher than Pakistan in both periods while 

average exports of T&C of Pakistan are higher in USA. 

Table 6.2:  Average Exports of T&C to USA and EU-27 - ATC and Post-ATC 

Country 
(USA) (EU-27) 

ATC 
($ BN) 

Post-ATC 
($ BN) 

%  
CHANGE 

ATC 
($ BN) 

Post-ATC 
($ BN) 

% 
CHANGE 

CHINA 21.12 33.08 56.62 20.85 40.38 93.65 

INDIA 3.51 4.71 34.09 4.93 7.09 43.69 

BANGLADESH 2.03 2.96 45.42 3.89 5.55 42.57 

PAKISTAN 2.98 3.57 20.12 2.79 3.44 23.36 

6.2 Sub-Sectoral Performance in Major Markets 

¢ŀōƭŜ сΦо ƎƛǾŜƴ ōŜƭƻǿ ǎƘƻǿǎ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ǎǳō-sectors of T&C in EU-27 and 

USA.  Growth rates of sub-sectors in the Post-ATC period relative to ATC period in both its 

major markets along with their share in T&C exports are depicted.  Thus, a comparison can 

be made easily.   
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Table 6.3:  9ȄǇƻǊǘ DǊƻǿǘƘ wŀǘŜǎ ŀƴŘ {ƘŀǊŜǎ ƻŦ tŀƪƛǎǘŀƴΩǎ {ǳō-Sectors in EU-27 and USA 

HSC 

Growth Rates Share of HS CH in T&C Exports 

EU-27 USA 

EU-27 USA 

ATC 
POST- 
ATC 

ATC 
POST- 
ATC 

50 21.96 298.34 0.011 0.010 0.001 0.002 

51 33.9 91.77 0.013 0.014 0.003 0.004 

52 42.21 -41.56 20.537 23.676 13.699 6.664 

53 18.73 -68.38 0.006 0.006 0.003 0.001 

54 -72.95 -81.54 3.644 0.799 1.250 0.192 

55 307.27 250.79 0.722 2.384 0.207 0.605 

56 -40.28 -39.27 0.727 0.352 0.706 0.357 

57 -15.01 -19.43 3.653 2.517 3.453 2.316 

58 -31.47 -27.7 0.413 0.230 0.546 0.328 

59 -15.53 49.35 0.071 0.049 0.011 0.013 

60 -91.94 -81.4 0.736 0.048 0.860 0.133 

61 13.14 30.66 17.985 16.495 30.326 32.985 

62 44.94 31.63 17.589 20.666 12.881 14.115 

63 19.22 40.88 33.892 32.754 36.055 42.284 

AGG 23.36 20.12 100 100 100 100 

From Table 6.3, we notice that chapter 63, i.e. other made-up textiles articles, is the most 

important for Pakistan in the EU-27 and USA markets in terms of export value, since it 

comprises 32.7% and 42.3% of total T&C exports to these countries respectively in the Post-

ATC period.  From a small base, minor sub-sector 55, i.e. man-made staple fibers, appears to 

be an emerging sub-sector as it experienced the highest growth and its share increased 

three-fold between the two regimes both in EU-27 and USA.  Share of two clothing sub-

sectors fell in the EU-27 market in the Post-ATC period, while all the sub-sectors of clothing 

grew in USA.  This is indicative of the extent of EU-27 GSP benefits for countries like 

Bangladesh and the result of ƎǊŀŘǳŀǘƛƻƴ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ǎŜŎǘƻǊ ŦǊƻƳ D{tΦ  /ƭƻǘƘƛƴƎ 

performs well in USA while it performs poorly in EU-27 as USA excludes T&C sector in its 

GSP schemes and offers a relatively more level playing field for T&C.  However, textiles 

exports declined for seven sub-sectors in both the markets in Post-ATC regime.  Growth rate 

of T&C sector as a whole is marginally greater in the EU-27 market as compared to the USA 

market due to steep declines in exports of sub-sector 52, i.e. cotton, to USA, and relatively 

smaller growth in export of sub-sector 62, i.e. non-knitted/crocheted clothing, to USA.     



76 
 

 

In the following sections, an in-ŘŜǇǘƘ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ tŀƪƛǎǘŀƴΩǎ нф ŎƻǊŜ 

threatened lines is made for major importing markets, i.e. EU-27 and USA, vis-à-vis regional 

ŎƻƳǇŜǘƛǘƻǊǎΣ ƛΦŜΦ /ƘƛƴŀΣ LƴŘƛŀ ŀƴŘ .ŀƴƎƭŀŘŜǎƘΦ  ¢ƘŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ Ǉƻǎƛǘƛƻƴǎ ƻŦ tŀƪƛǎǘŀƴΩǎ 

globally core threatened lines are determined for Pakistan and its competitors using 

Bilateral Revealed Comparative Advantage (BRCA) index.  Further, the extent of competitive 

ǇǊŜǎǎǳǊŜǎ ŦǊƻƳ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎΩ ŜȄǇƻǊǘǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ǘƻ ǘƘŜ ǘǿƻ 

major importing markets is estimated using Export Competitive Pressure Index (ECPI) and 

Relative Export Competitive Pressure Index (RECPI).   

6.3 Core Threatened Lines Performance in Major Markets 

¢ŀōƭŜ сΦп ōŜƭƻǿ ǇƻǊǘǊŀȅǎ tŀƪƛǎǘŀƴΩǎ ǇƻƻǊ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ ŜȄǇƻǊǘǎ ƻŦ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƛƴ 

ƛǘǎ ƳŀƧƻǊ ƳŀǊƪŜǘǎ ǊŜƭŀǘƛǾŜ ǘƻ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎΦ  ¢ƘŜ ŎƻƳǇŜǘƛǘƻǊǎΩ ŜȄǇƻǊǘǎ ƻŦ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ 

have incrŜŀǎŜŘ ƛƴ ōƻǘƘ ǘƘŜ ƳŀǊƪŜǘǎΦ  /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ǘƻ 9¦-27 in the Post ATC period of our 

ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƘŀǾŜ ƳƻǊŜ ǘƘŀƴ ŘƻǳōƭŜŘΦ  .ŀƴƎƭŀŘŜǎƘΩǎ ƎǊƻǿǘƘ ǊŀǘŜ ƻŦ ŜȄǇƻǊǘǎ ƛƴ ǘƘŜ tƻǎǘ 

ATC period is greater in the EU-27 market than USA since the EU-27 GSP includes T&C items 

ǿƘŜǊŜŀǎ ¦{!Ωǎ ǎŎƘŜƳŜ ŘƻŜǎ ƴƻǘΦ  ¢Ƙƛǎ Ƴŀȅ ōŜ ƻƴŜ ƻŦ ǘƘŜ ŎŀǳǎŜǎ όŀƭƻƴƎ ǿƛǘƘ ƳƻǊŜ 

ŘƛǾŜǊǎƛŦƛŜŘ ŜȄǇƻǊǘǎ ƻŦ LƴŘƛŀύ ƻŦ LƴŘƛŀΩǎ ōŜǘǘŜǊ ǇŜǊŦƻǊƳŀƴŎŜ ǊŜƭŀǘƛǾŜ ǘƻ .ŀƴƎƭŀŘŜǎƘ ƛƴ ¦{!Ωǎ 

market than EU-нтΩǎ ƳŀǊƪŜǘ ƛƴ ǘŜǊƳǎ ƻŦ ƎǊƻǿǘƘ ǊŀǘŜǎ ƻŦ ¢ϧ/Φ  IƻǿŜǾŜǊΣ tŀƪƛǎǘŀƴ has 

registered negative growth rates in both the markets in exports of threatened lines.  India 

and Bangladesh exports of threatened lines may make up a smaller share of T&C exports, 

but their exports have registered a positive growth rate in the Post-ATC period.   

Table 6.4:  Average Exports of Core Threatened Lines to EU-27 and USA 

Country 

EU-27 USA 

ATC 
($ BN) 

Post-ATC 
($ BN) 

%  
CHANGE 

ATC 
($ BN) 

Post-ATC 
($ BN) 

%  
CHANGE 

CHINA 1.60 4.59 186.88 3.03 5.53 82.44 

INDIA 0.68 0.83 22.06 0.49 0.64 30.09 

BANGLADESH 0.41 0.61 48.78 0.13 0.17 29.54 

PAKISTAN 1.18 1.00 -15.25 1.35 1.13 -16.73 

 

¢ŀōƭŜ сΦр ǊŜǾŜŀƭǎ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ōŀǎƪŜǘΦ  ¢ƘŜƛǊ 

significance can be gauged by shares in T&C exports to EU-27 and USA.  These lines 
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comprise a much greater share of exports relative to its competitors in both the markets 

under both the regimes.  In the Post-ATC period, the shares of these lines in total T&C 

ŜȄǇƻǊǘǎ ǘƻ ōƻǘƘ ǘƘŜ ƳŀǊƪŜǘǎ ŎƻƴǘǊŀŎǘŜŘ ŦƻǊ tŀƪƛǎǘŀƴΦ  Lƴ ŎƻƴǘǊŀǎǘΣ /ƘƛƴŀΩs shares of these 

ƭƛƴŜǎ ƛƴ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ ōƻǘƘ ƳŀǊƪŜǘǎ ƛƴŎǊŜŀǎŜŘΦ  .ŀƴƎƭŀŘŜǎƘΩǎ ǎƘŀǊŜ ƛƴŎǊŜŀǎŜŘ ƻƴƭȅ 

marginally in the EU-27 market.  India too is faced with a decline in the exports shares of 

these lines; however, Pakistan experienced a steeper decline in the Post-ATC regime.  This 

should explain the reason for the growing concern regarding eroding competitiveness of 

tŀƪƛǎǘŀƴΩǎ ƛƳǇƻǊǘŀƴǘ ƭƛƴŜǎΦ   

Table 6.5: Share of Core Threatened Lines in Exports of T&C in Major Markets 
 

Country 
% OF Core T-LINES IN T&C EXPORTS  

EU-27 USA 

ATC POST-ATC ATC POST-ATC 

CHINA 7.67 11.37 14.35 16.72 

INDIA 13.79 11.71 13.96 13.59 

BANGLADESH 10.54 10.99 6.40 5.74 

PAKISTAN 42.29 29.07 45.30 31.65 

6.3.1 Bilateral Competitive Positioning of Core Threatened Lines 

²Ŝ ǘǊȅ ǘƻ ŜǎǘƛƳŀǘŜ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ Ǿƛǎ-à-vis its 3 competitors in the exports of 

threatened lines to USA and EU-27 by calculating Bilateral Revealed Comparative Advantage 

(BRCA).  We also estimate BRCA for our 3 competitors with USA and EU-27 for both regimes.  

Taking the product line 520100 as an example, it is defined as follows:  

 (tYΩǎ 9ȄǇƻǊǘǎ ƻŦ рнлмлл ǘƻ ¦{! or EU-27 
                BRCA (520100) =       Total exports of PK to USA or EU-27)/        
                             ό¦{!Ωǎ or EU-нтΩǎ imports of 520100 from world 
                              ¦{!Ωǎ or EU-нтΩǎ total imports from the world) 

¢ŀōƭŜ сΦс ōŜƭƻǿ ŎƻƳǇŀǊŜǎ tŀƪƛǎǘŀƴΩǎ .w/!ǎ ƛƴ ƛǘǎ ǘǿƻ ƳŀƧƻǊ ƳŀǊƪŜǘǎ ŦƻǊ ǘƘŜ ŎƻǊŜ 

threatened product lines.  There are 16 common product lines that are threatened in both 

the markets.  There are five product lines that retain competitiveness in EU-27 but suffer 

competitiveness erosion in US.  Pakistan loses competitiveness in 6 lines in EU-27, in which 

competitiveness is upheld in US.  Thus, there are 22 product lines out of 29 threatened lines 

that face a deteriorating position in terms of competitiveness in EU-27, while in US, there 

are 20 such lines.  HS codes 610462 and 611020 suffer lower competitiveness in Post ATC 
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period globally, but faǊŜ ǿŜƭƭ ƛƴ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ ƛƳǇƻǊǘƛƴƎ ƳŀǊƪŜǘǎΦ  ¢ƘŜǊŜŦƻǊŜΣ ŀ ǘƻǘŀƭ ƻŦ нт 

out of 29 core lines face competitiveness erosion in EU-27 and USA. 

Table 6.6: /ƻƳǇŀǊƛǎƻƴ ƻŦ tŀƪƛǎǘŀƴΩǎ .w/! ƻŦ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ ƛƴ aŀƧƻǊ aŀǊƪŜǘǎ 
 

EU-27 USA 

BRCA  
(POST-ATC ς ATC) 

BRCA (POST-ATC ς ATC) 

> 0 < 0 

> 0 610462, 611020 
520512, 520522, 520829, 610332, 

620791 

< 0 
 610342, 630229,  
 630232, 630291,  
630391, 520100 

520299, 520819, 520851, 521142, 
521213, 521215, 521223, 540774, 
610510, 610610, 611211, 611420, 
620332, 621490, 630231, 630790 

The export of twenty-two threatened lines to EU-27 in the ATC period amounted to $ 1.05 

billion, and dropped to $ 0.85 billion (a decline of 19.05%).  There are three such lines in 

ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ŀƭǎƻ ŜȄǇŜǊƛŜƴŎŜŘ declining BRCA in the Post-ATC regime.  The 

remaining 26 lines are mutually exclusive, i.e. one or more competitors BRCA increases in 

the 26 lines. 

The export of twenty-one threatened lines to USA in the ATC period amounted to US $ 1.20 

billion, and dropped to US $ 0.93 billion in the Post-ATC period (a decline of 22.3%).  There is 

greater percentage decline of threatened lines in USA market as compared to EU-27, and 

¦{! ƛǎ ŀ ōƛƎƎŜǊ ƳŀǊƪŜǘ ŦƻǊ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƛƴ !¢/ ŀƴŘ tƻǎǘ-ATC period. 

Performance summary matrices of BRCAs of the four countries of exports to USA and EU-27 

are given as Appendices 6A and 6B respectively.  Some of the findings are given below:- 

In USA, Pakistan has eight such product lines out of 29 globally threatened lines that remain 

competitive, while 21 lines remain threatened (Post-ATC BRCA < ATC BRCA).  Appendix 6A 

ŀƭǎƻ ǇǊƻǾƛŘŜǎ ŀ ǇŜǊŦƻǊƳŀƴŎŜ ǎǳƳƳŀǊȅ ŦƻǊ tŀƪƛǎǘŀƴΩǎ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎ ƛƴ ¦{! ƳŀǊƪŜǘΦ  

China has 12 product lines whose difference between Post-ATC and ATC BRCA is positive, 

whereas India has 10 lines and Bangladesh only 7. This criterion is a sub-set of the first 

criterion.  Bangladesh and China both have 3 lines in which Post-ATC BRCA turned greater 

than unity in the Post-ATC period.  There are 8 such lines for India.23   

                                                           
23

 See Appendix 6G. 
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Performance summary matrix in the EU-27 is given as Appendix 6B.  There are 22 product 

ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƛǎ ŜǊƻŘƛƴƎΣ ƻŦ ǿƘƛŎƘ нм ŀǊŜ ǘƘǊŜŀǘŜƴŜŘ ŀƴŘ 

1 is weakened.  Pakistan remains competitive in 7 product lines out of a total of 29 globally 

ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΦ  /ƘƛƴŀΩǎ .w/! Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ƛƴ млΣ .ŀƴƎƭŀŘŜǎƘ ŀƴŘ LƴŘƛŀ ƛƴ мм ƻŦ нн ƭƛƴŜǎ ƛƴ 

the Post-ATC period.  Pakistan faces declining competitiveness in the greatest number of 

lines relative to its regional competitors.  In addition, there are 9 threatened lines of 

Pakistan, in which both China and India are competitive in the Post-ATC period.  In case of 

Bangladesh 8 lines are now more competitive.  There are three lines common to all 

countries in both the regimes in ǿƘƛŎƘ ŀƭƭ ǘƘŜ ŦƻǳǊ ŎƻǳƴǘǊƛŜǎΩ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƛƴ 9¦-27 has 

improved in the Post-ATC period.  There are 6 lines in which India became competitive in 

the EU-27 market in Post-ATC period since BRCA ATC < 1 and BRCA Post-ATC > 1.  There are 

3 such lines for Bangladesh and none for China and Pakistan.24   

¢ŀōƭŜ сΦт ōŜƭƻǿ ǇǊŜǎŜƴǘǎ ǘƘƻǎŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƻŦ tŀƪƛǎǘŀƴ ƛƴ ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎ 

improved competitiveness in EU-27 and USA, i.e. Post-ATC BRCA is greater than ATC BRCA 

for competitors.   

Table 6.7: PaƪƛǎǘŀƴΩǎ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ ς Competitors Increase Post-ATC BRCA 

Country 
HSC 

EU-27 USA 

CHN + IND + BD 520851, 611420, 620332, 630232 520819 

CHN + IND - 520512, 520829, 521213, 610332 

CHN + BD 611211 521142, 611211, 620791, 630231 

IND + BD 520100, 520299, 630229 - 

CHN 521215, 610342, 610510, 610610, 630790 520851, 521215 

IND 521223, 540774, 630291, 630231 520522, 521223, 610610, 611420 

BD 520819, 621490 520299, 610510, 621490, 630790 

There are 19 lines of 22 threatened lines in EU-27 in which tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ƘŀǾŜ 

improved competitiveness in export in Post-ATC period.25 Lƴ tŀƪƛǎǘŀƴΩǎ нн ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ 

to EU-27, BRCA increased for the three competitors in four lines, i.e. 520851 (plain, printed 

                                                           
24

 See Appendix 6H. 

25 The three remaining lines are 521142, 521213 and 630391 in which all four countries experience declining 

BRCAs.  tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ŀƭǘƻƎŜǘƘŜǊ ŜȄǇŜǊƛŜƴŎŜ ŀ ŘŜŎƭƛƴŜ ƻŦ моΦу҈ ƛƴ ǘƘŜ ŀǾŜǊŀƎŜ ŜȄǇƻǊǘ ǘƻ 9¦-27 of 
these 3 lines in the Post-ATC ǇŜǊƛƻŘΣ ǿƘŜǊŜŀǎ tŀƪƛǎǘŀƴΩǎ ŘŜŎƭƛƴŜ ƛǎ ƎǊŜŀǘŜǊΣ i.e. онΦп҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ŀǾŜǊŀƎŜ 
exports to EU-27. 



80 
 

woven cotton fabrics), 611420 (knitted/crochŜǘŜŘ ƎŀǊƳŜƴǘǎύΣ снлоон όƴƻǘ ƪƴƛǘǘŜŘ ƳŜƴΩǎΣ 

ōƻȅǎΩ Ŏƻǘǘƻƴ ƧŀŎƪŜǘǎύ ŀƴŘ солнон όƴƻǘ ƪƴƛǘǘŜŘ ƻŦ ōŜŘ ƭƛƴŜƴ ƻŦ Ƴŀƴ-made fibers).26   

China and Bangladesh increased export of 611211 (knitted cotton track suits) in the Post-

!¢/ ǇŜǊƛƻŘ ōȅ пу҈Σ ǿƘŜǊŜŀǎ tŀƪƛǎǘŀƴΩǎ ŜȄǇort contracted by 15%.  Out of 22 lines, improved 

BRCAs of 11 lines are mutually exclusive for each of the three competitors, i.e. 5 for China, 4 

for India and 2 for Bangladesh. 

Lƴ ŎŀǎŜ ƻŦ ¦{!Σ ǘƘŜǊŜ ŀǊŜ мф ƭƛƴŜǎ ƻŦ нм ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ competitors 

have improved competitiveness in export in Post-ATC period.27 Lƴ tŀƪƛǎǘŀƴΩǎ нм ǘƘǊŜŀǘŜƴŜŘ 

lines to USA, BRCA increased for the three competitors in one line, i.e. 520819 (unbleached 

woven cotton fabricsύΦ  tŀƪƛǎǘŀƴΩǎ ŀǾŜǊŀƎŜ ŜȄǇƻǊǘǎ ƛƴ tƻǎǘ-ATC period of 520819 declined by 

70.6% relative to ATC period, whereas it increased by 57.5% for all competitors combined. 

сΦоΦн /ƻƳǇŜǘƛǘƛǾŜ tǊŜǎǎǳǊŜ ƻƴ tŀƪƛǎǘŀƴΩǎ /ƻǊŜ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ 

Competitive pressure on threatened export lines is measured by the Export Competitive 

Pressure Index (ECPI).  It gives the average value ƻŦ ǘƘŜ ǇŀǊǘƴŜǊΩǎ ǘǊŀŘŜ ǇŜǊ ǇǊƻŘǳŎǘ ǘƘŀǘ ƛǎ ƛƴ 

direct competition with the base country which in our case is Pakistan.  It indicates the 

extent to which, on average, a 1% increase in exports to USA or EU-27 from partner j 

competes with Pakistani exports to the USA or EU-27. 

 9/tL Ґ ңi spixji 

Where 

ECPI = Export Competitive Pressure Index 

spi = share of Pakistani exports to USA or EU-27 in total exports to USA or EU-27 

for a given product i.  The weight gives the relative importance of the 
ǇǊƻŘǳŎǘ ƛƴ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ǘƻ ¦{! ƻǊ 9¦-27 

xji = value of exports of partner j to USA or EU-27 in the same product i. 

                                                           
26 tŀƪƛǎǘŀƴΩǎ ŀǾŜǊŀge exports of these four product lines in Post-ATC period declined by 39.3% relative to ATC 

period, whereas it increased by 147.2% for all competitors combined. 
27 In two lines, i.e. 540774, 620332, all four countries experience declining BRCAs.  However, PŀƪƛǎǘŀƴΩǎ 

competitors altogether experience an increase in the average export to USA of these lines in the Post-ATC 
period, whereas Pakistan experienced a decline in average exports. 
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The index summed over all 29 core threatened products in T&C sector provides an average 

ǾŀƭǳŜ ƻŦ ǘƘŜ ǇŀǊǘƴŜǊ ŎƻǳƴǘǊȅΩǎ ό/ƘƛƴŀΣ LƴŘƛŀΣ .ŀƴƎƭŀŘŜǎƘύ ǘǊŀŘŜ ǿƛǘƘ ¦{! ƻǊ 9¦-27 which 

competes with Pakistan trade in these threatened lines in USA or EU-27 markets28.  In the 

two regime context if the ECPI increases in average value between the two periods it would 

ƛƳǇƭȅ ǘƘŀǘ ǘƘŜ ǾŀƭǳŜ ƻŦ ŎƻƳǇŜǘƛǘƻǊǎΩ ŜȄǇƻǊǘ, say India, that is in direct competition with 

PakistanΩǎ exports to USA or EU-27 increased and therefore potential competitive pressure 

in Post-ATC period on PakistanΩǎ exports also increased.    

!ǾŜǊŀƎŜ ǾŀƭǳŜǎ ƻŦ ŎƻƳǇŜǘƛǘƻǊΩǎ 9/tLǎ ŦƻǊ нф core threatened lines at HS-6 digit level for the 

two regimes for USA and EU-27 are given as Appendices 6C and 6D.  The average value of 

competiǘƻǊΩǎ ŜȄǇƻǊǘǎ ǘƘŀǘ ŘƛǊŜŎǘƭȅ ŎƻƳǇŜǘŜ ǿƛǘƘ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ŜȄǇƻǊǘǎ ƛƴ !¢/ 

and Post-ATC in USA and EU-27 is summarised in the following table.   

Table 6.8:  ECPI ($ Million) of Core Threatened Lines in USA and EU-27 

 USA EU-27 

Country  ATC Post-ATC ATC Post-ATC 

CHINA 72.6 107.6 167.2 260.5 

INDIA 21.6 23.0 5.6 5.2 

BANGLADESH 5.0 6.4 6.2 11.0 

¢ƘŜ ŀǾŜǊŀƎŜ ǾŀƭǳŜ ƻŦ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ǘƘŀǘ ŘƛǊŜŎǘƭȅ ŎƻƳǇŜǘŜ ƛƴ ¦{ ƳŀǊƪŜǘ ǊƻǎŜ ŦǊƻƳ ¦{ Ϸ тнΦс 

to US $ 107.6 million in the Post-ATC period while in EU-27 market the potential 

competition further intensified from US $ 167.2 to US $ 260.2 million.  The amount of Indian 

exports that directly compete with Pakistani products in USA market increased marginally, 

while they fell marginally in the EU-27 market.  Rising from a nominal base, the amount of 

Bangladesh exports in direct competition with our exports have doubled from US $ 6.2 to US 

$ 11.0 million in the Post-ATC period.   

6.3.2.1 Comparing Competitive Pressures in Major Markets 

¢ƘŜ ƳŀǘǊƛȄ ƛƴ ¢ŀōƭŜ сΦф ŎƻƳǇŀǊŜǎ ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜ ǇǊŜǎǎǳǊŜǎ ƛƴ ǘǿƻ ƻŦ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ 

markets relative to China, India and Bangladesh.  Nine product lines face stronger 

competitive pressures relative to China in the Post ATC period in both the markets, while 

there are 10 such lines for India and 7 for Bangladesh.   

                                                           
28

 At an individual HS-6 digit level, the individual value can increase or decrease 
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The table clearly depicts that Bangladesh fares well in the EU-27 market since there are 18 

threatened lines in which escalated pressures are faced by Pakistan, as opposed to only 8 

lines in USA.  ! ŎƻƳǇŀǊƛǎƻƴ ƻŦ !ǇǇŜƴŘƛŎŜǎ с/ ŀƴŘ с5 ǊŜǾŜŀƭ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛƻƴ 

against Bangladesh intensifies in the EU-27 market, i.e. ECPI increases from US $ 6.17 million 

in ATC period to US $ 11.02 million in Post-ATC period (an increase of 78.55%).  ECPI in USA 

market increased from US $ 5.06 million to US $ 6.41 million for Bangladesh (an increase of 

only 26.79%).  Thus, overall, Pakistan is mainly losing its ground in competition vis-à-vis 

Bangladesh in the EU-27 market.  Bangladesh is a beneficiary of GSP+ preference scheme 

while Pakistan graduated from the EU-27 GSP scheme in 2004.  Since EU GSP includes T&C 

products while US GSP scheme excludes it, the EU-27 GSP scheme is more meaningful for 

Pakistan.  During 2002-04, Pakistan was selected as a beneficiary for the drug arrangement 

scheme of EU-27 which allowed a 12% concessionary duty, but was later withdrawn when 

challenged by India. 

In case of India, Table 6.9 reveals that there are more lines in EU-27 (16 lines) as compared 

to US (14 lines) in which PŀƪƛǎǘŀƴΩǎ core threatened lines face stiffer competition in the Post- 

ATC period.  A comparison of Appendices 6C and 6D reveal that competitive pressure in EU-

27 experienced a downfall of 6.46%, while it increased by 6.44% in USA.  Thus, Pakistan 

faces a threat from India in the US market in the export of the core threatened lines.  

Relative to Pakistan, India has a diversified export basket, so that India is able to benefit 

ŦǊƻƳ ¦{ D{tΣ ōǳǘ ŘǳŜ ǘƻ tŀƪƛǎǘŀƴΩǎ ƘŜŀǾȅ ǊŜƭƛŀƴŎŜ ƻƴ ¢ϧ/ ǎŜŎǘƻǊ ŀƴŘ ƛǘǎ ŜȄŎƭǳǎƛƻƴ ƛn US GSP, 

Pakistan is not able to take advantage of the preference scheme.   

There are 17 product lines in which Pakistan faces escalated competitive pressures due to 

China in the EU-27 market and 15 in US.  ECPI increased by 48.16% in the US market and 

55.78% in the EU-27 market.  Pakistan has faced competitive pressures in both the markets 

due to China.  Safeguard measures imposed on Chinese T&C products by EU-27 and US after 

2005 have lapsed in 2007 and 2008, so that Pakistan may face ever stiffer competition in its 

ƳŀƧƻǊ ƳŀǊƪŜǘǎ ŦǊƻƳ /ƘƛƴŀΦ  /ƘƛƴŀΩǎ ōŜǘǘŜǊ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ 9¦-27 market may be due to the 

removal of safeguard measures a year prior to removal by the US.  Thus, in the EU-27 

market, Bangladesh has been the main threat in the Post ATC regime in terms of the largest 

percentage increase in ECPI.  In US, it is China. 
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Table 6.9:  Competitive Pressure Matrix: USA vs. EU-27 

Country 

Core threatened lines in which  
(POST ATC ς ATC) ECPI 

In USA or EU-27 In USA andEU-27 

> 0 in USA but  
< 0 in EU-27 

 < 0 in USA but  
> 0 in EU-27 

 > 0 < 0 

CHINA 
630391 

(1) 

520512, 520522, 
 520829, 520851,  
521213, 611211,  
620332, 630790 

(8) 

521215, 610332, 
610342, 610462,  
610510, 611020,  
620791, 630231,  

630232 
(9) 

520100, 520299, 
 520819, 521142,  
521223, 540774,  
610610, 611420,  
621490, 630229,  

630291 
(11) 

INDIA 
521215, 610342,  
611420, 630229 

(4) 

520100, 520299, 
 520851, 620332,  
620791, 630291 

(6) 

520512, 520522, 
 520829, 521223,  
610332, 610462,  
610610, 611020,  
630231, 630232 

(10) 

520819, 521142,  
521213, 540774,  
610510, 611211,  
621490, 630391,  

630790 
(9) 

BANGLADESH 
610342 

(1) 

520100, 520512,  
520522, 520819,  
520829, 610610,  
620332, 621490, 
 630229, 630232,  

630790 
(11) 

520299, 610332, 
 610462, 610510,  
611020, 611211, 

630231 
(7) 

520851, 521142,  
611420, 620791, 
 630291, 630391 

(6) 
 

6.3.3 Comparing Relative Export Competitive Pressure Index (RECPI) in Major Markets 

ECPI is a measure of competitive pressure in absolute terms while RECPI tells us that on 

average, how much bigger are ǘƘŜ ŎƻƳǇŜǘƛǘƻǊΩǎ ŜȄǇƻǊǘǎ ǘƻ ǘƘŜ 9¦-27, weighted by the 

ƛƳǇƻǊǘŀƴŎŜ ƻŦ ǘƘŜ ǎŜŎǘƻǊΩǎ ƻǊ ǇǊƻŘǳŎǘΩǎ ǘǊŀŘŜ ƛƴ tŀƪƛǎǘŀƴΩǎ ǘƻǘŀƭ ǘǊŀŘŜ ǘƻ 9¦-27.  To obtain 

w9/tLΣ 9/tL ƛǎ ŘƛǾƛŘŜŘ ōȅ ǘƘŜ ǇǊƻŘǳŎǘ ƻŦ ǘƘŜ ǎƘŀǊŜ ƻŦ ǇǊƻŘǳŎǘ ΨƛΩ ƛƴ tŀƪƛǎǘŀƴΩǎ ǘƻǘŀƭ ŜȄǇƻǊǘǎ ǘƻ 

USA and PaƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ǾŀƭǳŜ ƻŦ ǇǊƻŘǳŎǘ ΨƛΩΦ 

w9/tL Ґ όңi spixjiύ κ όңI spixpi) 

RECPI calculated at the individual 6-digit lines for both USA and EU-27 and for three partner 

countries, i.e. China, India and Bangladesh in two regimes are given in Appendices 6E and 

6F.  In Table 6.10 gives RECPI values aggregated over all 29 threatened items.  In case of 

China, in the Post-ATC period, export flows to EU-27 are 1.5 times bigger than Pakistan, 

nearly doubling from the ATC period.  Similarly, the 3 regional competitors under study have 

enlarged their exports relative to Pakistan in the Post-ATC period.  In case of Bangladesh, 
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through its exports to EU-27Σ ǘƘŜ ǊŜƭŀǘƛǾŜ ǇǊŜǎǎǳǊŜ ƻƴ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ƛǎ ǳǇ ŦǊƻƳ мл҈ ƛƴ 

ATC to 30% in Post-ATC period.    

Table 6.10: RECPI in USA and EU-27  

Country 

RECPI 

USA EU-27 

ATC Post ATC ATC Post ATC 

CHINA 0.72 1.51 0.29 0.66 

INDIA 0.22 0.32 0.09 0.13 

BANGLADESH 0.05 0.09 0.11 0.28 

A comparison of RECPI is made across countries in Table 6.11.  The table shows that 

Bangladesh exports to the EU-27 relative to Pakistan are bigger for 17 product lines in the 

Post-ATC regime.  Its exports to US are bigger than Pakistan in 15 lines.  Thus, Bangladesh 

has benefited by receiving greater access to the EU-27 market at the expense of Pakistan 

due to tariff wedge between the two countries created by the graduation of Pakistan from 

GSP, making exports of Bangladesh more competitive.   

India and ChƛƴŀΩǎ ŜȄǇƻǊǘǎ ƘŀǾŜ ŀƭǎƻ ƛƴŦƭŀǘŜŘ ǊŜƭŀǘƛǾŜ ǘƻ tŀƪƛǎǘŀƴ ƛƴ ǘƘŜ tƻǎǘ-ATC regime in 

both the markets.  A forthcoming EU-27-India trade agreement is likely to cause greater 

ŎƻƳǇŜǘƛǘƛǾŜ ǇǊŜǎǎǳǊŜ ŀƴŘ ǘƘǊŜŀǘ ǘƻ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ǎƛƴŎŜ LƴŘƛŀ ǿƻǳƭŘ ōŜƴŜŦƛǘ ŦǊƻƳ 

favƻǊŀōƭŜ ŀŎŎŜǎǎ ǘƻ ƻƴŜ ƻŦ tŀƪƛǎǘŀƴΩǎ ƳŀƧƻǊ ƳŀǊƪŜǘǎΦ  tƻǎǘ-ATC relative export competitive 

pressures for HS codes 610332, 610342, 610510 and 630231 intensified in both the markets. 
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Table 6.11:  RECPI Matrix of Core Threatened Lines: USA vs. EU-27 

  (POST ATC ς ATC) RECPI 

Country 
> 0 in US but  
< 0 in EU-27 

< 0 in US but  
> 0 in EU-27 

> 0 in both  < 0 In both 

CHINA 

520100, 520299,  
521223, 630229,  

630291 
(5) 

520522, 540774,  
610462, 610610 

(4) 

520512, 520819, 520829, 
 520851, 521142, 521213,  
521215, 610332, 610342,  
610510, 611020, 611211,  
611420, 620332, 620791,  
621490, 630231, 630232,  

630391, 630790 
(20) 

 

INDIA 

520819, 521215,  
 610462, 611020,  

630790 
(5) 

520299, 630232, 
 630291, 630391 

(4) 

520100, 520512, 520522, 
 520829, 520851, 521213,  
521223, 540774, 610332,  
610342, 610510, 610610,  
611420, 620332, 620791,  
621490, 630229, 630231 

(18) 

521142,   
611211 

(2) 

BD 
521142, 620791,  

630291 
(3) 

520100, 520829,  
630229, 630232,  

630790 
(5) 

520299, 520819, 610332,  
610342, 610510, 610610,  
611211, 611420, 620332,  
621490, 630231, 630391 

(12) 

520851,  
610462, 611020 

(3) 

Table 6.12 summarises and compares BRCA and RECPI and provides a list of those product 

ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ .w/! ŘŜŎƭƛƴŜǎ ŀƴŘ w9/tL ǊƛǎŜǎ ƛƴ ƛǘǎ two major markets.  From the 

table, we see that there are 16 lines out of a total of 29 that face declining competitiveness 

and increasing competitive pressure in both the markets.  Of these 16 lines, there are 5 lines 

in which all the three competitors have contributed to increased competitive pressures and 

their exports are now relatively bigger than Pakistan in the Post ATC period.  Relative 

ǇǊŜǎǎǳǊŜ ŦǊƻƳ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎ ƛƴŎǊŜŀǎŜŘ ŦƻǊ tŀƪƛǎǘŀƴ ƛƴ ǘƘŜ ƭŀǊƎŜǎǘ ƴǳƳōŜǊ ƻŦ ƭƛƴŜǎ ƛƴ ǘƘŜ 

Post ATC period, i.e. 12 of 16 lines, India in 10 lines and Bangladesh in 9. 

Table 6.12: Product Lines ς tŀƪƛǎǘŀƴΩǎ .w/! 5ŜŎƭƛƴŜǎΣ w9/tL wƛǎŜǎ 

Country 
HSC - t!Y .w/! Ҩ ŀƴŘ w9/tL ҧ 

USA and EU-27 USA EU-27 

CHN + IND + BD 610510, 611420, 620332, 621490, 630231  - 

CHN + IND 520851, 521213  - 

CHN + BD 520819, 611211  - 

IND + BD 610610  630232 

CHN 521142, 521215, 630790  - 

IND 521223, 540774  630291, 630391 

BD 520299 620791 630229 

6.4 Summary of Findings 
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a) In both the regimes, EU-27 is the bigger market relative to USA for all exports and 

T&C exports of BD ŀƴŘ LƴŘƛŀΦ  IƻǿŜǾŜǊΣ ƛƴ tŀƪƛǎǘŀƴΩǎ ŎŀǎŜΣ 9¦-27 is the larger market 

in ATC and Post-ATC periods for all exports, while in case of T&C, it is USA.  In case of 

ChinaΩǎ ƻǾŜǊŀƭƭ ŜȄǇƻǊǘǎ ŀƴŘ ¢ϧ/ ŜȄǇƻǊǘǎ, USA is its bigger market in ATC period while 

EU-27 in the Post-ATC period.  Thus, Pakistan faces greater threat Post-ATC in both 

its markets from its competitors. 

b) In both the markets, Pakistan has the lowest growth rate in exports of T&C between 

the 2 regimes amongst the four countries.  Growth rate for exports to EU-27 is lower 

than USA by 3.4%.   

c) In the US market, growth rate of major sub-sectors of textiles and their shares in T&C 

exports to USA, i.e. sub-sectors 52, 54 and 57 decline between the two regimes, 

while in case of EU-27, the only major textiles sub-sector that experiences an 

increase in growth rate and a rise in share in T&C exports to EU-27 in Post ATC 

period is 52, i.e. cotton.  Growth rate between the ATC and Post-ATC of all major 

clothing sub-sectors, i.e. chapters 61, 62 and 63, increased in both the markets.  

However, shares of sub-sectors 61 and 63 in T&C exports fell in the EU-27 market. 

d) Despite greater importance of threatened lines in T&C exports of Pakistan relative to 

ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎ όtŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘ ǎƘare of T-lines in T&C exports in both the regimes 

ƛǎ ƘƛƎƘŜǎǘ ǊŜƭŀǘƛǾŜ ǘƻ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎύ tŀƪƛǎǘŀƴΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ tƻǎǘ-ATC period is 

worrisome due to increased export shares of these lines to both markets by China 

and Bangladesh.  The average exports of threatened lines to both the major sectors 

fell only in the case of Pakistan, while its regional competitors have experienced a 

ƎǊƻǿǘƘ ƛƴ ŜȄǇƻǊǘǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ǘƻ ōƻǘƘ ǘƘŜ ƳŀǊƪŜǘǎΦ  /Ƙƛƴŀ ŀƴŘ 

Bangladesh have reported greater percent increase in exports of these lines to the 

EU-27, while India to USA.  Pakistan registers a greater decline in exports of these 

lines to USA, and decline is 1.48 percentage points greater than the decline in 

exports to EU-27. 

e) A measure of competitiveness in both the markets is captured using BRCA index for 

tŀƪƛǎǘŀƴ ŀƴŘ ƛǘǎ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎΦ  tŀƪƛǎǘŀƴΩǎ 9¦-27-BRCA declines in 22 of 29 

lines, China and BD in 12, while India in 13.  The export of twenty-two threatened 
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lines to EU-27 in the ATC period amounted to US $ 1.05 billion, and dropped to US $ 

лΦур ōƛƭƭƛƻƴ όŀ ŘŜŎƭƛƴŜ ƻŦ мфΦлр҈ύΦ  ¢ƘŜǊŜ ŀǊŜ ǘƘǊŜŜ ǎǳŎƘ ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ tŀƪƛǎǘŀƴΩǎ 

competitors also experienced a declining BRCA in the Post-ATC regime.  The 

remaining 26 lines are mutually exclusive, i.e. one or more competitors BRCA 

increases in the 26 lines. 

 

The export of twenty-one threatened lines to USA in the ATC period amounted to US 

$ 1.20 billion, and dropped to US $ 0.93 billion (a decline of 22.3%).  There is greater 

percentage decline of threatened lines in USA as compared to EU-27, and USA is a 

ōƛƎƎŜǊ ƳŀǊƪŜǘ ŦƻǊ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ƛƴ !¢/ ŀƴŘ tƻǎǘ-ATC period. 

 

In both markets, a total of 27 of 29 lines are faced with competitiveness erosion.  

Only two lines that  improve competitiveness in USA and EU-27 are 610462 and 

611020. 

 

f) Export Competitive Pressure Index (ECPI) is used to assess whether competitive 

ǇǊŜǎǎǳǊŜ ŀƎŀƛƴǎǘ tŀƪƛǎǘŀƴΩǎ ŎƻǊŜ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ƛƴ ǘƘŜ tƻǎǘ-ATC 

period, and the findings suggest that China exerts the greatest pressure in the Post 

ATC period in the EU-27 and USA markets. 

g) Relative Export Competitive Pressure Index (RECPI) is used to show how many times 

ōƛƎƎŜǊ ŀǊŜ ǘƘŜ ŎƻƳǇŜǘƛǘƻǊǎΩ ŜȄǇƻǊǘǎ ƻŦ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎΣ ǿŜƛƎƘǘŜŘ ōȅ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ 

of those lines in PakisǘŀƴΩǎ ŜȄǇƻǊǘ ōŀǎƪŜǘ ǘƻ ǘƘŜ ŘŜǎǘƛƴŀǘƛƻƴ ƳŀǊƪŜǘΦ  !ƴ ƛƴŎǊŜŀǎŜ ƛƴ 

RECPI and fall in BRCA imply declining competitiveness and increased competition in 

the destination market.  We find that there are 16 lines that face intensified 

competitive pressure and lower competitiveness Post-ATC in both the markets; 

there are only 4 such lines in which Pakistan faces this threat in EU-27, and 1 line in 

US alone.  Thus, this brings the total to 21.   
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CHAPTER 7: OPPORTUNITY AND COMPETITION: 

9¦Ωǎ 9ƳŜǊƎŜƴŎȅ ¢ǊŀŘŜ tǊŜŦŜǊence for Pakistan 

 

7.1 Introduction 

In late 2010 EU agreed to a duty-free waiver request by Pakistan to help mitigate the 

massive adverse effects of 2010 floods on the economy. The emergency trade preference 

was to be initiated with effect from January 2011 and last until 31 December, 2013. Tariff 

concessions were granted to 75 items of export interest to Pakistan for a limited time 

period, i.e. three years. Currently, these product lines accounts for 27% of EU imports from 

Pakistan. It is estimated that the concession package would yield benefits worth EUR100 

million.29 Out of 75 items, 64 items are textiles and clothing items30. However, the trade 

preferential package remained un-implemented till March 2011 as concerns were raised at 

the WTO by a few competing regional countries such as India and Bangladesh.  Thus, led by 

India, the decision on the waiver is delayed due to resistance from Vietnam, Peru, and 

Bangladesh. China did not favour or oppose the move. The WTO approval for the EU 

initƛŀǘƛǾŜ ǊŜǉǳƛǊŜǎ ŀ ǳƴŀƴƛƳƻǳǎ ōŀŎƪƛƴƎ ŦǊƻƳ ²¢hΩǎ мро ƳŜƳōŜǊǎΦ Lƴ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ 

ǊŜǎƛǎǘŀƴŎŜ ŦǊƻƳ ǘƘŜǎŜ ŎƻǳƴǘǊƛŜǎ ŀƴŘ 9¦Ωǎ textiles and clothing industries, EU limited the time 

period to 2 years, and placed a cap on growth rates. However, if the waiver is rejected, the 

legal dispute resolution would take approximately a year or so, and therefore in the interim 

period, Pakistan could benefit from it. Bangladesh enjoys preferential treatment in the EU 

market, and India hopes to quickly finalise its trade agreement with EU in the near future to 

ease the import duty by 6 to 12%.  

 

In this chapter, we conduct a similar exercise to determine the product positions and 

estimate competitive pressures for the 64 textiles and clothing items. However, items 

granted emergency preferences are defined at the 8-digit Custom Nomenclature (CN) codes 

in the EU waiver. Their descriptions are given in Appendix 7A. Since the analysis of T&C in 

this study is at the 6-digit level, we examine these items at a relatively more aggregate level. 

                                                           
29

 http://ictsd.org/i/news/bridgesweekly/96967/ 
30

 сл҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ǘƻ 9¦ ŀǊŜ textiles and clothing 
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At the 6-digit level, the 64 T&C items at 8-digit level, aggregate to 60 HS codes31. Moreover 

since concerns about the waiver is led and supported by India and Bangladesh, our 2 

regional competitors, the entire analysis of the 60 items whether at the sub-aggregate or 

individual level is conducted in relation to the export performance and competitiveness of 

the 3 regional competitors including China in these items.  

7.2 A Brief Overview 

Tables 7.1 to 7.3 give the number of lines covered by some sub-sectors, level of average 

exports in ATC and Post-ATC periods and shares of 60 lines in total T&C exports of Pakistan 

and its 3 regional competitors.  The 60 lines are spread over the 6 sectors, i.e. 52, 54, 55, 61, 

62, and 63. The highest number of lines at 25 (41.7%) are in sub-sector 52 followed by 12 

lines in sub-sector 61 (20.0%).  Also note the following: -  

a) For Pakistan, the average exports of these 60 lines increased by over 30 percent 

between the two regimes from US $ 0.95 billion to US $ 1.32 billion in the Post-ATC 

period. Corresponding growth rates for China, Bangladesh and India were more than 

100%, 30% and 20%.  

b) The export of clothing among these 60 lines is nearly 3 times of textiles exports. 

c) More than 90 percent of textiles exports of Pakistan are concentrated under HS-52, 

i.e. Cotton and nearly 50% of clothing exports are concentrated in HS-Chapter 63, i.e. 

other made-up textiles.  

d) Lƴ ǘŜǊƳǎ ƻŦ ƭŜǾŜƭ ƻŦ ŜȄǇƻǊǘǎΣ LƴŘƛŀΩǎ ŜȄǇƻǊǘ ƻŦ ŎƭƻǘƘƛƴƎ ŀǘ ¦{ Ϸ 1.11 billion is 31% 

higher than Pakistan and is the closest competitor among the 3 countries, while 

.ŀƴƎƭŀŘŜǎƘΩǎ ŜȄǇƻǊǘǎ ŀǘ ¦{ Ϸ лΦп ōƛƭƭƛƻƴ ƛǎ ŀƴ ŜƳŜǊƎƛƴƎ ŎƻƳǇŜǘƛǘƻǊΦ   

e) The share of these 60 lines in total T&C exports went up by 7% between ATC and 

Post-ATC period, while for China it roughly stayed the same, went down for both 

India and Bangladesh.  Declining export shares of these 60 items explain the 

resistance to the preferential package by the latter two countries.  

f) Among all the regional partners, Pakistan has the highest share of these lines in total 

T&C exports to EU, thus indicating concentration of exports as opposed to more 

                                                           
31

 The aggregation at 6-digit level and preferential access at 8-digit level can lead to the differences in 

estimates of shares of T&C covered at the two levels. It may tend to overstate the share at the 6-digit level in  

our analysis. 
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diversified base of its competitors. In fact, concentration in T&C exports to EU has 

further increased in the Post-ATC period.  

Table 7.1: Exports of Emergency Items to EU-27 
         US $ million 

TEXTILES 

 PK CHN IND BD 

HSC ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

52 234.1 422.0 150.4 215.8 147.1 206.1 0.7 1.7 
54 3.7 1.5 1.9 5.1 2.6 2.2 - - 
55 11.7 53.3 23.1 85.1 24.0 27.2 0.005 0 

TOTAL 249.5 476.8 175.5 306.0 173.7 235.5 0.7 1.7 

CLOTHING 

61 108.9 132.7 1318.1 2598.1 325.1 437.7 114.1 161.2 
62 143.2 223.9 1955.6 3521.4 133.9 178.4 217.9 269.7 
63 448.7 491.4 546.8 1221.9 500.1 494.1 7.7 8.8 

TOTAL 700.8 848.0 3820.5 7341.4 959.1 1110.2 339.7 439.7 

Total T&C 950.3 1324.8 3996.0 7647.4 1132.8 1345.7 340.4 441.4 

Table 7.2: tŜǊŎŜƴǘŀƎŜ {ƘŀǊŜ ƻŦ 9ƳŜǊƎŜƴŎȅ LǘŜƳǎΩ 9ȄǇƻǊǘǎ ƛƴ ¢ϧ/ 9ȄǇƻǊǘǎ ǘƻ 9¦-27 

TEXTILES 

 PK CHN IND BD 

HSC ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

52 8.39 12.27 0.74 0.55 2.98 2.91 0.02 0.03 
54 0.13 0.05 0.01 0.01 0.05 0.03 0 0 
55 0.42 1.55 0.12 0.21 0.49 0.38 0 0 

TOTAL 8.94 13.86 0.87 0.78 3.52 3.33 0.02 0.03 

CLOTHING 

61 3.90 3.86 6.32 6.44 6.59 6.18 2.93 2.90 
62 5.39 7.07 9.39 8.72 2.72 2.52 5.60 4.86 
63 2.05 2.34 2.63 3.03 10.14 6.97 0.20 0.16 

TOTAL  11.34 13.27 18.34 18.19 19.45 15.67 8.73 7.92 

Total T&C 20.28 27.13 19.21 18.97 22.97 19.00 8.75 7.95 

Table 7.3 gives the distribution of shares of 60 items in total T&C exports in the ATC and 

Post-ATC period. Note that the distribution is now more skewed towards the higher shares 

as compared to ATC period, with number of items with share of 0-0.1 percent falling from 

28 to 17 and items with more than 0.3 percent share have risen from 15 to 27.        

  



91 
 

Table 7.3: No. of Product Lines in Share Bands ς ATC vs. Post-ATC 

Range of Shares in T&C Exports ATC Post-ATC 

0-0.1 28 17 

0.1-0.3 17 16 

0.3-0.5 3 9 

> 0.5 12 18 

Table 7.4:  Product Lines Whose Export Share in T&C Exports to EU > 0.5% 

  PK CHN IND BD 

No. HSC ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

ATC 
POST 
ATC 

1 520819 4.022 2.885 0.053 0.032 0.087 0.030 0.002 0.008 
2 620462 2.425 4.015 3.787 4.328 1.261 1.288 4.330 3.900 
3 520512 1.300 1.025 0.000 0.000 0.037 0.121 0.000 0.001 
4 611692 1.103 1.330 0.128 0.085 0.051 0.022 0.002 0.000 
5 621600 1.103 1.330 0.363 0.268 0.068 0.090 0.004 0.001 
6 620791 1.087 1.037 0.031 0.035 0.060 0.084 0.020 0.010 
7 610342 0.854 0.491 0.251 0.684 0.764 0.516 0.624 0.570 
8 630710 0.836 0.971 0.182 0.267 0.231 0.605 0.009 0.005 
9 520859 0.668 0.980 0.002 0.006 0.016 0.031 0.000 0.001 
10 520829 0.659 0.636 0.044 0.054 0.008 0.070 0.000 0.002 
11 630790 0.638 0.412 1.024 1.152 3.781 1.722 0.002 0.002 
12 520522 0.625 0.561 0.001 0.001 0.163 0.379 0.000 0.000 
13 611120 0.489 0.242 2.290 2.030 1.666 1.910 0.072 0.046 
14 610332 0.488 0.503 0.127 0.178 0.048 0.108 0.106 0.114 

Total % share  16.297 16.418 8.283 9.120 8.241 6.976 5.171 4.659 

Table 7.4 lists those product lines amongst the 60 lines whose share was 0.5% or greater of 

ǘƻǘŀƭ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ 9¦ ƛƴ ǘƘŜ !¢/ ǇŜǊƛƻŘΦ ¢ƘŜ ǎŀƳŜ ƭƛƴŜǎΩ ǎƘŀǊŜǎ Ŏŀƴ ōŜ ƻōǎŜǊǾŜŘ ŦƻǊ ƛǘǎ 

competitors. Shares of the 10 lines in total exports to EU are the highest for Pakistan in both 

the regimes, but increase marginally in the Post-ATC period. The only competitor 

experiencing an increase in share in these 14 items in total T&C exports is China.  

7.3 Product Positioning of 60 T&C Items: 

The first row in Table 7.5 gives the global positioning of 60 HS 6-digit lines. The 60 six-digit 

product lines have been positioned for Pakistan (Global RCA), and detailed product-wise 

positions of these lines are given in Appendix 7B. There are 17 product lines out of a total of 

60 lines that are threatened in the global market, 7 are textiles products and 10 of clothing. 

Three product lines of clothing are weakened, and the remaining 40 lines to retain their 

competitiveness, of which 24 belong to the textiles sector and the remaining 16 to the 

clothing sector. 
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Bilateral RCAs are computed for Pakistan and its competitor, and documented in Appendix 

7C. Based on ATC and Post-ATC period, the 60 product lines are positioned into four 

categories: competitive, threatened, weakened and emerging lines. The numbers of items in 

each category and their shares in T&C exports to EU are given in Tables 7.4 and 7.5. 

Amongst the 31 textiles lines, Pakistan is competitive (BRCA > 1) in Post-ATC and the 

difference between Post-ATC and ATC BRCA is positive) in larger number of lines as 

compared to its competitors, whereas India is faced with declining competitiveness in 14 

lines. Most of these lines are emerging lines for China, while Bangladesh has the greatest 

number of weakened lines. In clothing, the 29 items follow a similar positioning distribution 

as in the case of textiles, except China where lines are not emerging or weakened  and items 

under threat in clothing are double than in textiles.  

In Table 7.6, it is interesting to observe that the share of threatened lines in exports of T&C 

of respective competitors is highest for India (6.09%), followed by China (5.73%).  Therefore 

any preferential access to Pakistan by EU while upgrading tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ lines to 

competitive or emerging may further increase the threatened lines or their share in T&C 

exports for India.  

Table 7.5:  No. of Items in Different Product Position Categories 

RCA TEXTILES CLOTHING 

PP C T E W C T E W 

Global (PAK) 24 7 - - 16 10 - 3 

Bilateral         

PAKISTAN 26 5 - - 18 8 1 2 

CHINA 8 6 12 5 16 13 - - 

BANGLADESH 4 - 7 11 8 8 1 11 

INDIA 12 14 3 2 10 14 2 3 

Table 7.6:  Shares in T&C Exports to EU by Product Positions 

PP of tŀƪƛǎǘŀƴΩǎ [ƛƴŜǎ 
% Share in T&C exports to EU 

PAK CHN IND BD 

C 22.25 10.69 12.77 7.09 

T 4.86 5.73 6.09 0.86 

E 0.001 0.115 0.023 - 

W 0.02 2.43 0.12 0.002 

Total share (%) 27.13 18.97 18.99 7.95 
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However, it is of greater significance to analyse how competitive and threatened lines of 

Pakistan are distributed over their various positions in the EU. Product-wise distributions of 

ǘƘŜǎŜ ƭƛƴŜǎ ŦƻǊ tŀƪƛǎǘŀƴΩǎ ǊŜƎƛƻƴŀƭ ŎƻƳǇŜǘƛǘƻǊǎ ŀǊŜ ǇƭŀŎŜŘ ƛƴ !ǇǇŜƴŘƛŎŜǎ т9Σ тCΣ тD ŀƴŘ тIΦ 

The shares in each position category are stated in Table 7.7 below. 

Table 7.7: tƻǎƛǘƛƻƴƛƴƎ tŀƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ ŀƴŘ ¢ƘǊŜŀǘŜƴŜŘ [ƛƴŜǎ ŦƻǊ /ƻƳǇŜǘƛǘƻǊǎ 

TEXTILES 

/ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ ƻŦ tŀƪƛǎǘŀƴΩǎ 

Country 
No. of items and 
their T&C export 

shares 

Competitive Lines Threatened Lines 

C T E W Total C T E W Total 

CHN 

No. of Lines 8 4 11 3 26 0 2 1 2 5 

% T&C 
export 
share 

CHN 0.47 0.15 0.08 0.01 
0.7
1 

- 0.06 0.00 0.00 
0.0
6 

PAK 3.58 0.74 4.37 2.05 
10.
74 

- 2.91 0.18 0.03 
3.1
2 

IND 

No. of Lines 10 12 2 2 26 2 2 1 0 5 

% T&C 
export 
share 

IND 1.73 1.44 0.02 0.01 3.2 0.08 0.05 0 - 
0.1
3 

PAK 5.55 4.30 0.67 0.22 
10.
74 

0.21 2.91 0.004 - 
3.1
2 

BD 

No. of Lines 3 0 6 10 19 1 0 1 1 3 

% T&C 
export 
share 

BD 0.02 - 0.05 0.00 
0.0
7 

0.01 - 0.00 0.00 
0.0
1 

PAK 1.70 - 3.74 3.49 
8.9
3 

2.89 - 0.18 0.00 
3.0
7 

CLOTHING 

/ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ ƻŦ tŀƪƛǎǘŀƴΩǎ 

Country 
No. of items and 
their shares in 
T&C exports 

Competitive Lines Threatened Lines 

C T E W Total C T E W 
Tot
al 

CHN 

No. of Lines 11 7 0 0 18 4 4 0 0 8 

% T&C 
export 
share 

CHN 8.87 1.20 - - 
10.
07 

3.29 2.39 - - 
5.6
8 

PAK 8.05 3.45 - - 
11.
50 

1.07 0.67 - - 
1.7
4 

IND 

No. of Lines 9 7 0 2 18 1 6 1 0 8 

% T&C 
export 
share 

IND 2.39 7.16 - 0.01 
9.5
6 

0.13 5.78 0.07 - 
5.9
8 

PAK 4.91 5.93 - 0.66 
11.
5 

0.00 1.70 0.04 - 
1.7
4 

BD 

No. of Lines 6 5 1 6 18 2 3 0 3 8 

% T&C 
export 
share 

BD 2.12 4.94 0.00 0.01 
7.0
7 

0.20 0.64 - 0.00 
0.8
4 

PAK 1.50 5.50 0.50 4.0 
11.
50 

0.15 1.05 - 0.54 
1.7
4 
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тΦоΦм !ƴŀƭȅǎƛƴƎ tŀƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ ŀƴŘ Threatened Lines 

(A) TEXTILES LINES (31) 

a. tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ textiles lines (26 lines): 

¢ƘŜǎŜ ƭƛƴŜǎ ŎƻƳǇǊƛǎŜ млΦтп҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ 9¦Σ оΦн҈ ƛƴ ŎŀǎŜ ƻŦ LƴŘƛŀΣ ŀƴŘ ƻƴƭȅ 

0.71% for China. Bangladesh exports only 19 textiles items out of 26, and these make up 

уΦфо҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ ǘƻ 9¦Σ ŀƴŘ ƻƴƭȅ лΦлт҈ ŦƻǊ .ŀƴƎƭŀŘŜǎƘΦ  

tŀƪƛǎǘŀƴ Ƙŀǎ у ƭƛƴŜǎ ƛƴ ŎƻƳƳƻƴ ǿƛǘƘ /Ƙƛƴŀ ƛƴ ǘŜǊƳǎ ƻŦ ƛǘǎ ǇƻǎƛǘƛƻƴΣ ƛΦŜΦ у ƻŦ /ƘƛƴŀΩǎ ƭƛƴŜǎ ŀǊŜ 

competitive (Table 7.8). India has 10 such lines and Bangladesh only 3. In the Post-ATC 

ǇŜǊƛƻŘΣ ǘƘŜ ƎǊŜŀǘŜǎǘ ƴǳƳōŜǊǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ƭƛƴŜǎ ŀǊŜ ŜƳŜǊƎƛƴƎ ŦƻǊ /Ƙƛƴŀ όммύΣ 

threatened for India (12) and weakened in the case of Bangladesh (11).  

Table 7.8: tŀƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ Textiles Lines vis-à-Ǿƛǎ /ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ 

Country PP tŀƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ Textiles Lines 

CHINA 

Competitive 
520811, 520821, 520829, 520839, 520939, 551311, 551321, 

551341 

Threatened 520542, 520812, 520822, 520922 

Emerging 
520522, 520523, 520524, 520532, 520852, 520859, 520911, 

520912, 520932, 540782, 550953 

Weakened 520512, 520813, 520919 

INDIA 

Competitive 
520512, 520522, 520523, 520524, 520532, 520829, 520852, 

520859, 550953, 551341 

Threatened 
520542, 520811, 520812, 520813, 520821, 520822, 520911, 

520912, 520919, 520922, 540782, 551311 

Emerging 520839, 551321 

Weakened 520932, 520939 

BANGLADESH 

Competitive 520811, 520813, 520821 

Threatened - 

Emerging 520512, 520522, 520829, 520839, 520859, 520932,  

Weakened 
520523, 520812, 520822, 520852, 520911, 520912, 520919, 

520939, 521112, 551311, 551341 

b. tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ textiles lines (5): 

¢ǿƻ ƻŦ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ŀǊŜ ŀƭǎƻ ǘƘǊŜŀǘŜƴŜŘ ŦƻǊ LƴŘƛŀ όрнлумфΣ рплтумύ ŀƴŘ /Ƙƛƴŀ 

(520819, 520929), while there is no threatened line in case of Bangladesh (Table 7.9). Most 

of the textiles lines are weakened in the case of Bangladesh. Amongst the 5 threatened 

textiles lines of Pakistan, there is 1 emerging for all competitors (520851) in case of 



95 
 

Bangladesh and China, and 521112 for India), 2 weakened for China and 1 weakened for 

Bangladesh. India is competitive in 2 lines, and Bangladesh in only 1. The total share of each 

competitor country in their T&C exports to EU is less than 0.5%. However, For Pakistan, 

ǘƘŜǎŜ ƭƛƴŜǎ ƳŀƪŜ ǳǇ оΦмн҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎΦ ¢ƘŜ ƎǊŜŀǘŜǎǘ ǎƘŀǊŜǎ ƻŦ tŀƪƛǎǘŀƴΩǎ ŜȄǇƻǊǘǎ 

amongst these lines are the two threatened lines fƻǊ LƴŘƛŀ ŀƴŘ /ƘƛƴŀΣ ƛΦŜΦ нΦфм҈ ƻŦ tŀƪƛǎǘŀƴΩǎ 

¢ϧ/ ŜȄǇƻǊǘǎ ŀǊŜ ǇƻǎƛǘƛƻƴŜŘ ŀǎ ΨǘƘǊŜŀǘŜƴŜŘΩ ŦƻǊ ǘƘŜ н ŎƻƳǇŜǘƛǘƻǊǎ ƻŦ tŀƪƛǎǘŀƴΦ .ŀƴƎƭŀŘŜǎƘ ƛǎ 

ŎƻƳǇŜǘƛǘƛǾŜ ƛƴ ƻƴŜ ƭƛƴŜ ǘƘŀǘ ŦƻǊƳǎ нΦуф҈ ƻŦ tŀƪƛǎǘŀƴΩǎ ¢ϧ/ ŜȄǇƻǊǘǎ ǘƻ 9¦Φ  

Table 7.9: tŀƪƛǎǘŀƴΩǎ ¢ƘǊŜŀǘŜƴŜŘ Textiles Lines vis-à-Ǿƛǎ /ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ 

Country PP tŀƪƛǎǘŀƴΩǎ ¢ƘǊŜŀǘŜƴŜŘ Textiles Lines 

CHINA 

Competitive - 

Threatened 520819, 520929 

Emerging 520851 

Weakened 521112, 540781 

INDIA 

Competitive 520851, 520929 

Threatened 520819, 540781 

Emerging 521112 

Weakened - 

BANGLADESH 

Competitive 520819 

Threatened - 

Emerging 520851 

Weakened 521112 

(B) CLOTHING LINES (26) 

a. tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ŎƭƻǘƘƛƴƎ ƭƛƴŜǎ όмуύ 

These lines are of the greatest concern for Pakistan and the three regional competitors since 

for each of these countries, these lines comprise the greatest share in T&C exports to EU 

ŀƳƻƴƎǎǘ ǘƘŜ сл ƭƛƴŜǎΦ ¢ƘŜ ƭŀǊƎŜǎǘ ǎƘŀǊŜ ƛǎ ǘƘŀǘ ƻŦ tŀƪƛǎǘŀƴΩǎΣ ƛΦŜΦ ммΦр0%, followed by China 

(10.07%), and India (9.56%) and Bangladesh (7.07%).  

There are two lines (611692, 630492) in which only Pakistan is competitive amongst the 

four countries. All the four countries are competitive in the export of two lines, i.e. 610332 

and 610990. China has a strong BRCA for all lines since 11 lines are competitive and 

remaining are threatened. India too has strong BRCAs in all lines except for 611212 and 

сммсмлΦ /ƻƳǇŜǘƛǘƻǊǎΩ Ǉƻǎƛǘƛƻƴǎ ƘŀǾŜ ōŜŜƴ ƎƛǾŜƴ ōŜƭƻǿ ƛƴ ǘƘŜ ǘŀōƭŜΦ 
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Table 7.10: PaƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ /ƭƻǘƘƛƴƎ [ƛƴŜǎ Ǿƛǎ-à-Ǿƛǎ /ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ 

Country PP tŀƪƛǎǘŀƴΩǎ /ƻƳǇŜǘƛǘƛǾŜ /ƭƻǘƘƛƴƎ [ƛƴŜǎ 

CHINA 

Competitive 
610120, 610332, 610831, 610990, 611610, 620343, 620462, 

620791, 620891, 630260, 630710 

Threatened 611212, 611692, 611693, 620422, 621600, 630399, 630492 

Emerging - 

Weakened - 

INDIA 

Competitive 
610332, 610990, 611693, 620343, 620422, 620791, 621600, 

630399, 630710 

Threatened 610120, 610831, 611692, 620462, 620891, 630260, 630492 

Emerging - 

Weakened 611212, 611610,  

BANGLADESH 

Competitive 610332, 610831, 610990, 611212, 620422, 630399 

Threatened 610120, 620343, 620462, 620791, 630260 

Emerging 611610 

Weakened 611692, 611693, 620891, 621600, 630492, 630710 

b. tŀƪƛǎǘŀƴΩǎ threatened clothing lines (8) 

Concessions on these lines to Pakistan would also raise concerns especially for India and 

China, since they form 5.98% and 5.68% of total T&C exports to EU. For Pakistan, these form 

1.74% of T&C exports to EU. Six of these lines are threatened in the case of India, while 

China has 4 threatened lines. It may fear an increase in threatened lines if Pakistan turns 

competitive after tariff concessions in the exports of these lines to EU. All four countries are 

threatened in the export of two lines, i.e. 611120 and 630391. China is competitive or 

threatened in all clothing lines, implying that it is competitive in the exports of clothing lines 

that have been granted a concession. India is competitive and emerging in 1 line each and 

faces threats in 6 lines.   

Table 7.11: tŀƪƛǎǘŀƴΩǎ ¢ƘǊŜŀǘŜƴŜŘ /ƭƻǘƘƛƴƎ [ƛƴŜǎ Ǿƛǎ-à-Ǿƛǎ /ƻƳǇŜǘƛǘƻǊǎΩ tƻǎƛǘƛƻƴǎ 

Country PP tŀƪƛǎǘŀƴΩǎ ¢ƘǊŜŀǘŜƴŜŘ /ƭƻǘƘƛƴƎ [ƛƴŜǎ 

CHINA 

Competitive 610342, 621142, 630392, 630790 

Threatened 610721, 611120, 630291, 630391 

Emerging - 

Weakened - 

INDIA 

Competitive 630291 

Threatened 610342, 610721, 611120, 621142, 630391, 630790 

Emerging 630392 

Weakened - 

BANGLADESH 

Competitive 610721, 630392 

Threatened 610342, 611120, 630391 

Emerging - 

Weakened 621142, 630291, 630790 
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If Post-ATC threats to Indian exports are due to higher per unit tariff inclusive price, then the 

Ǉƻǎǎƛōƛƭƛǘȅ ŜȄƛǎǘǎ ǘƘŀǘ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ Ƴŀȅ ōŜŎƻƳŜ ŎƻƳǇŜǘƛǘƛǾŜ ǿƛǘƘ ǘŀǊƛŦŦ 

advantage and edge out Indian exports to EU. 

7.4 Competitive Pressure of 60 Product Lines 

In Appendix 7H, we give the ATC and Post-ATC individual ECPIs for 60 lines calculated for 

each of the regional competitors.  In addition we also calculate RECPI for the same number 

of items (see Appendix 7I). We observe that there are 46 product lines in which India and 

/ƘƛƴŀΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ǇǊŜǎǎǳǊŜ ƘŀǾŜ ƛƴŎǊŜŀǎŜŘ ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜ ƻŦ ǘƘŜƛǊ ŜȄǇƻǊǘǎ ǘƘŀǘ ŀǊŜ ƛƴ 

direct competition with Pakistan exports to EU in the Post-ATC period. For Bangladesh, 

there are 26 lines in which competitive pressure has increased in the Post-ATC period.  The 

following summary view in Table 7.12 indicates that in the Post-ATC period, Chinese exports 

worth US $ 77.20 million are in direct competition with Pakistani exports to EU as compared 

to US $ 27.56 million in the ATC period.  The amount of Bangladeshi export that are in direct 

competition with Pakistani export have also doubled to US $ 7.01 million in the Post-ATC 

period. 

¢ƘŜ ǊŜǎǳƭǘǎ ŦƻǊ w9/tL ƛƴ !ǇǇŜƴŘƛȄ тL ǊŜǾŜŀƭ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ мт ƭƛƴŜǎ ƛƴ ǿƘƛŎƘ /ƘƛƴŀΩǎ w9/tL ƛǎ 

greater than unity in the Post-ATC period but less than unity in the ATC period. For India 

there are 8 such lines, and for Bangladesh, three. In Table 7.12, the RECPI is given at an 

aggregate level for all 60 items, indicating the number of times the pressure has increased 

due to exports of regional competitors in Post-ATC period. The result mirrors ECPI, with the 

highest increase in pressure from China. 

Table 7.12: ECPI and RECPI of Emergency Items 

 CHN IND BD 

 ATC Post-ATC ATC Post-ATC ATC Post-ATC 

ECPI ($ MLN) 27.56 77.20 4.70 6.59 3.64 7.01 

RECPI 0.969 2.296 0.164 0.195 0.126 0.212 

A summarised form of the Appendix 7J is given in Table 7.13 below, in which 6-digit level 

codes of the products that would receive emergency preference are aggregated to the 2-

ŘƛƎƛǘ ƭŜǾŜƭΦ ¢ƘŜ ǊŜǎǳƭǘǎ ǎǳƎƎŜǎǘ ǘƘŀǘ tŀƪƛǎǘŀƴΩ textiles exports to the EU face greater 

competitive pressure in the Post-ATC period from all the competitors, especially 
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Bangladesh, where competitive pressure has escalated by 641.44%, the whole increment is 

attributable to cotton exports of Bangladesh. However, the greatest threat in clothing is 

posed by China, where competitive pressure has grown by 175.82%, followed by 

Bangladesh. Overall, China poses the greatest threat since competitive pressure faced by 

exports of the 60 lines of Pakistan has gone up by 175.9%. Competitive pressure has 

declined in the case of sub-sector 54, while in the remaining sub-sectors, competitive 

pressures have strengthened. Amongst textiles, sub-sector 55 faces the greatest pressure 

(an increase of 826.09%), and amongst clothing, greatest competitive pressure has been 

faced by sub-sector 62 (an increase of 215.92%). However, overall, textiles faces greater 

competitive pressure relative to clothing. 

Table 7.13:  Export Competitive Pressure Index (ECPI) of Emergency Items 

TEXTILES 

 9/tL όϷΩлллύ ECPI ($ MILLION) 

HSC 

CHINA INDIA BANGLADESH 
ATC 

TOTAL 

POST-
ATC  

TOTAL 
ATC 

POST  
ATC  

ATC  
POST  
ATC  

ATC  
POST  
ATC  

(1) (2) (3) (4) (5) (6) (1+3+5) (2+4+6) 
52 383.41 817.15 209.80 748.82 1.94 14.42 0.60 1.58 
54 0.99 0.75 1.03 0.32 0 0 0 0 
55 18.03 313.60 21.57 53.15 0.01 0 0.04 0.37 

TOTAL 
TEXTILES 

(A) 
402.43 1131.50 232.40 802.29 1.95 14.42 0.64 1.95 

CLOTHING 

61 2995.69 5056.92 704.33 701.87 248.67 319.67 3.95 6.08 
62 15071.90 51734.19 1184.50 2750.37 3000.75 6353.02 19.26 60.84 
63 9551.72 19388.30 2620.25 2321.02 384.27 390.93 12.56 22.10 

TOTAL  
CLOTHING 

(B) 
27619.31 76179.41 4509.09 5773.25 3633.69 7063.62 35.76 89.02 

TOTAL  
T&C (A+B) 

28021.73 77310.91 4741.49 6575.54 3635.63 7078.04 36.40 90.96 

% CHANGE 175.9 38.68 94.69 149.91 

 
RECPI: 

Product-ǿƛǎŜ w9/tL ƘŀǾŜ ōŜŜƴ ƎƛǾŜƴ ƛƴ !ǇǇŜƴŘƛȄ тYΦ /ƘƛƴŀΩǎ ǘǊŀŘŜ Ƙŀǎ ōŜŎƻƳŜ ōƛƎƎŜǊ 

relative to Pakistan in 14 textiles products out of a total of 31 textiles lines in the Post-ATC 

ǇŜǊƛƻŘΦ Lƴ ŎƭƻǘƘƛƴƎΣ /ƘƛƴŀΩǎ ǘǊŀŘŜ ǊŜƭŀǘƛǾŜ ǘƻ tŀƪƛǎǘŀƴ ƎǊŜǿ ƛƴ но ƭƛƴŜǎ ƻǳǘ ƻŦ ǘƻǘŀƭ ƻŦ нф ƭƛƴŜǎΦ 



99 
 

¢ƘǳǎΣ /ƘƛƴŀΩǎ ǘǊŀŘŜ Ƙŀǎ ōŜŎƻƳŜ ōƛƎƎŜǊ ƛƴ от ǇǊƻŘǳŎǘ ƭƛƴŜǎΦ LƴŘƛŀΩǎ ǘǊŀŘŜ ōŜŎŀƳŜ ōƛƎƎŜǊ ƛƴ мм 

textiles products, and in 16 clothing proŘǳŎǘ ƭƛƴŜǎΦ .ŀƴƎƭŀŘŜǎƘΩ ǘǊŀŘŜ ǎƛȊŜ ƛƴ textiles grew 

only in 6 lines and in clothing, only in 11 lines.  

A more aggregated sub-sector level RECPI is given for the three competitors in Table 7.4. 

Competitive pressures from all competitors have grown in all sub-sectors except sub-sector 

55, where pressure has escalated with respect to China only. Pressures with respect to 

China have intensified in sub-sectors 61 and 62. Pakistan faces greater competitive pressure 

in clothing as compared to textiles, since RECPI jumps from less than unity to greater than 

unity.   

Table 7.14:  Relative Export Competitive Pressure Index (RECPI) of Emergency Items 

TEXTILES 

 CHN IND BD TOTAL 

HSC ATC 
POST  
ATC 

ATC 
POST  
ATC 

ATC 
POST  
ATC 

ATC 
POST  
ATC 

52 0.098 0.209 0.053 0.191 0.001 0.004 0.051 0.137 
54 0.171 2.013 0.177 0.848 0 0 0.174 1.430 
55 1.300 1.714 1.556 0.290 0.001 0 1.035 0.710 

TOTAL 
TEXTILES 

0.102 0.276 0.059 0.196 0.001 0.004 0.054 0.162 

CLOTHING 

61 5.337 7.510 1.255 1.042 0.443 0.475 2.345 3.009 
62 9.309 11.711 0.732 0.623 1.853 1.438 3.965 4.591 
63 0.419 0.792 0.115 0.095 0.017 0.016 0.184 0.301 

TOTAL  
CLOTHING 

1.106 2.575 0.181 0.195 0.146 0.239 0.478 1.003 

TOTAL T&C 0.969 2.296 0.164 0.195 0.126 0.212 0.420 0.903 

7.5 Summary of Findings 

a) This chapter extends the analysis of the preceding chapter to analyse tŀƪƛǎǘŀƴΩǎ 

position vis-à-vis its regional competitors in those T&C items on which EU agreed to 

temporarily allow free market access to help uplift the economy from the adverse 

effects of 2010 floods. However, the chapter carries out the analysis at HS 6-digit 

level. Thus, there are a total of 60 items at the 6-digit level (31 textiles and 29 

clothing). 
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b) Average exports of 60 lines increased by over 30% between the two regimes for 

Pakistan, more than 100%, 30% and 20% for China, Bangladesh and India 

respectively. However, share of 60 lines in total T&C increased by 7 percentage 

points between the two regimes for Pakistan, remained unchanged for China, while 

it fell for India and Bangladesh. Amongst the four countries, the exports share in 

total T&C to EU is the highest for Pakistan (27.13%), implying greater export 

concentration within the T&C sector in just a few product lines for Pakistan. 

c) Global RCA is computed and positioning of the 60 items reveals that there are 40 

competitive lines, 17 threatened and 3 weakened. Amongst 40 competitive, 24 

belong to textiles and 16 are clothing. Seven lines of textiles are threatened and the 

remaining threatened lines are from clothing. 

d) To analyse how 60 lines of Pakistan are positioned vis-à-vis its competitors in the EU 

market, BRCA is used. In case of Pakistan, 44 are competitive with 22.2% share in 

T&C exports to EU of which 26 are textiles and 18 clothing. Threatened lines are 13 

with share of 4.9% share in T&C export to EU.  

For Pakistan, the clothing lines comprise 13.27% of T&C exports to EU-27 in the Post-

ATC period. tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƻǊǎΩ Ƴŀƛƴ ŎƻƴŎŜǊƴ ƭƛŜ ƛƴ ǘƘŜ ŎƭƻǘƘƛƴƎ ƭƛƴŜǎ ǎƛƴŎŜ ŦƻǊ 

India and China, these comprise 15.67% and 18.19% of T&C exports to EU 

respectively in the Post-ATC periodΦ .ŀƴƎƭŀŘŜǎƘΩǎ ƎǊŜŀǘŜǊ ŎƻƴŎŜƴǘǊŀǘƛƻƴ ƛǎ ŦƻǳƴŘ ƛƴ 

tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ŎƭƻǘƘƛƴƎ ƭƛƴŜǎΦ !lso, there is stiffer competition in terms of 

export value to EU amongst the four regional competitors ƛƴ tŀƪƛǎǘŀƴΩǎ ŎƻƳǇŜǘƛǘƛǾŜ 

clothing lines. 

e) ECPI reveal that competitive pressure for Pakistan in exports of 60 lines to EU has 

increased notably from China in the Post-ATC so that a waiver would ease the 

pressure for Pakistan T&C sector. Greatest threat is from China.   

f) The above analysis also provides ball park estimates of likely benefits accruing to 

Pakistan from the emergency trade concession. These benefits are calculated 

assuming that competitive pressure or threat to exports emanates from tariff rates. 

Direct competition in exports is given by ECPI, and equals US $ 92 million. If one 
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ŀǎǎǳƳŜǎ ǘƘŀǘ ŎƻƳǇŜǘƛǘƻǊǎΩ ǎƘŀǊŜǎ ƛƴ tŀƪƛǎǘŀƴΩǎ ǘƘǊŜŀǘŜƴŜŘ ƭƛƴŜǎ ǿƛƭƭ be captured by 

Pakistan due to price tariff concessions filtering to final sale price, the estimated 

ōŜƴŜŦƛǘ ƛǎ ¦{ Ϸ нрр ƳƛƭƭƛƻƴΦ ¢ƘŜ Ǉƻǎǎƛōƛƭƛǘȅ ǘƘŀǘ ǇǊƛŎŜ ŀŘǾŀƴǘŀƎŜ ǘƻ tŀƪƛǎǘŀƴΩǎ 

ŎƻƳǇŜǘƛǘƛǾŜ ƭƛƴŜǎ Ƴŀȅ ŎŀǇǘǳǊŜ м҈ ƻŦ ŜȄƛǎǘƛƴƎ ǎƘŀǊŜ ƻŦ ŎƻƳǇŜǘƛǘƻǊǎΩ ƭƛƴŜǎ ǘo EU yields 

an additional estimate of US $ 115 million. 
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CHAPTER 8: POLICY RELEVANCE AND THE WAY FORWARD 

It ƛǎ ǿŜƭƭ ŘƻŎǳƳŜƴǘŜŘ ƛƴ ǾŀǊƛƻǳǎ ǎǘǳŘƛŜǎ ƻƴ tŀƪƛǎǘŀƴΩǎ ǘǊŀŘŜ Ŧƭƻǿǎ ǘƘŀǘ ƛǘǎ ŜȄǇƻǊǘǎ ŀǊŜ 

concentrated in products and markets. This report further documents the evidence that in 

Post-ATC period, the T&C exports of Pakistan not only continued to follow the ATC trends 

and profile, but product and spatial concentration of its T&C exports increased slightly.  In 

era of relatively liberalised trade, competition has intensified for thousand of T&C products 

and among many established players and new entrants to capture the market share.  Thus 

informed policy interventions are needed on a continued basis at the industry/product 

level in order to remain competitive, increase diversification and respond to ever changing 

international, regional and bi-lateral trading environment.  However, for informed decision-

making, a crucial pre-requisite for effective targeting of interventions at the industry/firm 

level or at the competitor/market level is the availability of frequently updated data 

base/report card of competitive performance of individual products, globally, in selected 

export markets and among competitors to trade and industry specialists, practitioners and 

trade strategists.  The present study fills this crucial void in the database of T&C exports at 

the product level by assessing their export performance in ATC and Post-ATC period and 

positioning a majority of product lines into competitive, threatened, emerging and 

weakened lines.   

How are the database of identified products and their positioning in this study related to, 

relevant to or contribute to the policy formulation for increasing and diversifying T&C 

exports in the country?   

2. Input to Mapping Exercise:  The study provides a filtered set of products in terms of 

importance in exports, markets and regional competition that can be or need to be 

mapped onto the industry and firm level.  The mapping matrix will provide a starting 

point for the identification of industry/firms involved in the exports of the identified 

products as per their competitive status, direction and volume of exports. 

3. Indirect Input into Intervention and Implementation Matrix:   The mapping matrix 

in A) above facilitates the construction of a blueprint matrix for interventions at the 

industry and firm level by type of interventions.  These interventions can be: 

i) Policies at the macro level, i.e. fiscal, monetary, exchange rate, etc.  
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ii) Structural, i.e. techniques of production, organisational structure, labour 

productivity, etc.  

iii) Trade facilitation including marketing,  

iv) Aid for trade  

v) Trade negotiations 

4. Facilitate Prioritisation: In an environment of limited capacity and resources to 

implement interventions, this data base of filtered T&C products can facilitate in 

prioritisation of products in terms of export pressure, threats and markets for 

effective intervention in terms of greatest bang for the buck or plucking low hanging 

fruits.  

5. Improving the Quality of Stakeholder Consultation:   The positioning of products in 

the competitive spectrum provides an early warning check list that calls for informed 

stakeholder consultation among private sector trade and industry bodies, semi-

government and government institutions and relevant ministries for strategic trade 

policy decisions and interventions.  

6. Tool for Monitoring and Evaluation:  The data base in this report card at the product 

and market level provides a benchmark for inter-temporal tracking of the 

competitiveness with respect to markets of US and EU as well as among regional 

competitors. In particular, if an intervention framework is designed around 120 

threatened or 29 core threatened identified products; it will provide a benchmark to 

evaluate the effectiveness of subsequent policies and interventions at the 

industry/firm level.   Moreover, as comparative advantage is a dynamic concept, the 

vulnerability in competitiveness of individual products over the international trade, 

commodity price and economic cycles can be monitored, and cyclical changes can be 

isolated from structural changes in the RCAs. 

7.  Tool for Trade Negotiations and Diplomacy:  Positioning of products across markets 

and competitors in the report provides an informed basis for trade negotiators in 

international and bilateral negotiating forums to fine tune their negotiating skills and 

approaches to the advantage of the country. The positioning of product lines in this 

study can help to inform our trade strategists the extent to which third party PTAs, 

(e.g. EU-India FTA) are likely to benefit or capture our shares in T&C trade lines. 
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In addition each set of product lines classified into competitive, threatened, and emerging 

has the following specific policy relevance:- 

8. Competitive Products:   

i.  The industry/firms mapped by competitive products can be used as model entities 

to study/replicate their organisational structure, marketing and production 

strategies. These structures can be modified for application in threatened and 

emerging product industry/firms.   

ii.  In negotiating bilateral Preferential Trade Arrangements, if the partner country is 

not a major T&C country, these products can be included in the positive or excluded 

from negative list as competitively priced exports from Pakistan will generate 

consumer surplus in the importing partner country.   

iii.  In case the partner country has sizeable T&C sector, efforts can be made not to 

ƛƴŎƭǳŘŜ ǘƘŜƳ ƛƴ ΨǎŜƴǎƛǘƛǾŜΩ ƭƛǎǘ ŀƴŘκƻǊ ŜȄŎƭǳŘŜ ǘƘŜƳ ŦǊƻƳ ǘǊŀŘŜ ǊŜǎǘǊƛŎǘƛƴƎ ŎƭŀǳǎŜǎΦ 

9. Threatened Products:  

i.  In-depth studies of industry/firms identified by creating threatened 

product/industry-firm mapping will create an informed data base for targeted 

interventions and stakeholder consultation.  In the first phase, 29 core threatened 

products identified in this report should be selected.   

ii.  During negotiations of PTAs, efforts be made to include the 29 core threatened 

lines in positive or exclude them from negative list in order to increase preferential 

market access.  

iii.  In case the partner country has a sizeable domestic production of these core lines, 

efforts can be made to include some lines from the other 91 threatened items in 

preferential arrangements to increase market access and diversify our exports.   

iv.  The identification of threatened lines in this study will enable the trade officials to 

flag the adverse impact of third party PTAs on our exports and strengthen the case 

for a preferential agreement with any of the third party partners.  

v.  Moreover, the identification of competitors in our threatened lines should be taken 

as an opportunity to study in detail their industry and export strategies with regard 

to these lines. 
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10. Emerging Products:  

i.  The identification of emerging products in this study and their ultimate mapping 

onto respective infant industry/firms will help trade policy makers to evaluate the 

existing set of interventions to assess if more feasible incentives can be given in 

order to generate competitive and sustainable exports in these lines.  

ii.  Efforts also be made to assess the world demand, export potential and competitive 

pressures in the long-run to create a diversified export base.   

iii.  As with other positioned products, trade officials should negotiate and ensure 

preferential market access to these emerging products in PTAs and FTAs.  

iv.  The identified emerging product lines can be flagged in stakeholder consultations as 

potential exports items for new markets.  

 

 
 

  


