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WTO Releases Hong Kong Trade Policy Review; Highlights Textile and Apparel Sector 

                     On December 13, 2006, the World Trade Organization (WTO) released the Trade Policy Review (TPR) for Hong Kong.  TPRs provide an overview of the trade regime for each WTO member country, identify areas of improvement in the country's trade environment, and outline trade policy issues that merit further attention.  In the "Contents and Summary Observations" section of the Hong Kong report, the WTO cited an improvement in Hong Kong's economic performance since 2002, contributing its economic growth to"...the openness of its economy to trade and foreign investment as well as the favourable external environment, judicious macroeconomic policies, structural reforms, strong grwoth in Mainland China, and the confidence-building effects of the Closer Economic Partnership Arrangement (CEPA) with China."  Regarding textiles specifically, this section of the report states that "Textiles and clothing remains the largest category of domestic exports, with China the largest market." 

The "Trade Policies and Practices by Measure" section of the report outlines Hong Kong's textile industry in the post-quota environment, and also describes Hong Kong's efforts to respect the safeguard measures imposed on China: 

Until the end of 2004, a major portion of the textiles and clothing exports from Hong Kong, China was subject to quantitative restrictions by Canada, the EC, and the United States under the WTO Agreement on Textiles and Clothing (ATC). Amendments to the Import and Export (General) Regulations were made to provide for the implementation of a modified textiles control and licensing system as from 1 January 2005 in view of the quota phase-out. To facilitate trade, in 2005 the textiles control arrangements have been simplified. All quota-related services have ceased. Under the post 2004 textile control system, licensing requirements for commercial shipments of textiles have been streamlined and different licensing arrangements applied to "sensitive" and "non-sensitive" markets. Sensitive markets include Mainland China, the United States, and the EC. All other economies are regarded as non-sensitive markets. 
In an effort to avoid circumvention of Mainland specific textiles safeguard measures by means of illegal transhipment or false declaration of origin, all textiles shipments involving the sensitive markets must be covered by either consignment-specific licences issued by the Director General of Trade and Industry (DGTI), or export or import textiles notifications completed by textiles traders registered under the Textiles Trader Registration Scheme (TTRS). The licensing requirements for Mainland China and the United States commenced on 1 January 2005, and for the EC on 15 March 2006. In addition, all cut-and-sewn garments destined for the United States and the EC have been subject to the production notification (PN) requirement. Textiles shipments involving non-sensitive markets are covered by comprehensive or consignment-specific import or export licences. 
In order to detect and prevent fraudulent exports of textiles and clothing products, the HKSAR maintains strict controls. The Commissioner of Customs and Excise is responsible for enforcing this system through the examination and inspection of goods covered by PN, certificates of origin, import/export licences, and notifications at factories and at entry and exit points. Customs officers verify the origin-conferring production processes for goods and the accuracy of material particulars declared. Moreover, the factory's production capacity is measured against its export performance. Offenders may be subject to criminal prosecution and/or administrative action.
In the "Trade Policies by Sector" section of the report, the WTO outlines the importance of the textile and apparel industry to Hong Kong's manufacturing sector.  The report also describes possible scenarios for Hong Kong's textile and apparel sector in the future.  Following are excerpts from this section of the report:

In terms of employment and gross output value, textiles and clothing remains the largest manufacturing industry , followed by printing, publishing and allied industries, and food-processing. Although manufacturing remains export oriented , the share of (domestic) exports of manufactured goods dropped from 92.7% of total merchandise (domestic) exports in 2001 to 74.8% in 2004; textiles and clothing, and machinery and power equipment (including telecommunications equipment and electronics) remained the major export items, accounting for 54.3% and 16.7%, respectively, of total domestic exports in 2004 (Chapter I).
Views diverge on the outlook for the manufacturing sector. With the textiles and garment industries relocating to the Mainland at a fast pace, following the expiry of the WTO ATC quota system at end 2004 , the manufacturing sector is forecast to diminish further; moreover, according to observers, despite zero-tariff access to the Mainland market for HKSAR manufactures under the CEPA, the large labour-cost difference between Hong Kong, China and the Mainland suggests that a revival of the manufacturing sector in the former is unlikely. According to the HKSAR authorities, CEPA arrangements could have given a boost to Hong Kong, China's manufacturing sector in light of its value-added increase, by 1.7% in real terms in 2004 and 2.1% in 2005; and a slight increase in employment in mid-2005. Regarding the prospects of the textiles and clothing manufacturing in the HKSAR, in the light of its comparative advantages and CEPA arrangements, the authorities consider, inter alia, that: in the long run, the industry will focus on high-value-added brand name production and tap into the huge and fast-expanding Mainland market; the quantitative restrictions re imposed by the United States and the EU on Mainland textiles and clothing products may lead to a diversification of orders and production to other quota-free economies in the region, including the HKSAR.
 Source:www.wto.org.

