AFRICA: New market for Thailand’s textile industry

Allafrica.com reported in December that Nigeria and China reiterated the need to strengthen bilateral ties between the two countries even as trade figures between both nations hit $580 million within nine months.  As a consequence of the new Chinese reform policy, Chinese businessmen have been able to invest in Nigeria and urged them to concentrate on technology for the development of small business in the rural areas.  Chinese delegation made specific references to the involvement of Chinese companies in the Export Processing Zone (EPZ) in Calabar as well as in the textile sector as evidence of China’s commitment towards investment in Nigeria in line with her new reform policy on investment in foreign countries.

On 1 October 2000, the United States’ Africa Growth and Opportunity Act (AGOA) came into law.  The result is duty-free quota-free access to the US market for clothing exports from qualifying sub-Saharan African countries until October 1, 2007.  However, access to the US market has been constrained by several conditions of the law.  The offer of duty-free, quota-free access to the US does not apply to all African textile and clothing exports.  For example, it does not apply to exports of African fabric or household textile.  Also, the preferential treatment is available only under specific conditions, that is using US raw materials.  US clothing industry also concerns about illegal transshipments.  The African exporting countries must adopt an effective visa system for monitoring local production capacity and country of origin.

They are these benefits and conditions that have made many textile and clothing export countries, especially in Asia, paid more attention on Africa.  With the new trade agreement, textile and clothing from African countries can be exported to the US without any duty or quota required.  In addition to large domestic markets, many foreign textile factories have already invested in Africa in order to take the benefits of the African Growth and Opportunity Act.  Moreover, they can explore and exploit the abundant raw materials and cheap labour in Africa.

As showed in the news, Nigeria is one of the major priority investment destinations for foreign investment.  The Nigerian Federal Government is attempting to derive the full benefits of the AGOA.  The approved program of structural adjustment has had substantial effects upon the textile industry there.  The export effort of the industry has resulted in the situation where Nigeria has become an important supplier within its region and also has a great success on the US market.  

Mauritius is another example of the success story in textile and clothing industry.  It is called “ Africa’s Hong Kong.”  Mauritius is the second largest exporter of pullover and the third largest exporter of knitwear.  As a consequence of full employment and higher wages, employers have to introduce advance technology to their production lines in order to move forwards to higher textile markets, as well as, develop their own brand names.  

Madagascar is one of the countries with the expansion of its textile industry.  Madagascan workers are cheaper than their colleagues in Mauritius.  Moreover, income tax in the free trade zone is also fixed at lower rate than in Mauritius in order to attract the investors.  Togo has also begun to develop the investors’ paradise, especially for the textile sector.  Kenya, too, is competing for the best investment conditions due to low wage levels.  Zimbabwe has successfully exported textiles to the United Kingdom and the USA.  

African countries have the potential to become the new market and investment heaven for Thai textile industry.  They have huge population and enormous natural resources.  Another advantage of Africa is its strategic geographical location in the world market.  It can link to other continents in the world with short distance. The markets are existed for both domestic and exports.  Thai entrepreneurs should consider investing there and explore all the benefits they contain.

(Extracted from Just-style.com’s ‘Can African clothing companies learn to compete?’ and Ursula Schemeling-Brinkmann’s ‘A Hazardous Venture – The Textile Industry in Sub-Saharan Africa’)
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