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ABSTRACT

India’s trade links with all the regions of the \ebrhave increased over the years. In past few years
Indo-EU relations have nurtured and developed tdsvastablishing a closer co-operation and partiergkfter the
phase-out of Multi Fibre Agreement (MFA), India aBd have improved their trade in both goods andises. Both have
signed number of agreements in different fieldslidrhas registered herself as one of the leadadetpartner of EU.
As far as the case of Textiles and Clothing Indusdrconcerned, it occupies an important place dthtthe nations.
After the phasing-out of MFA both are competingyinbal textiles market. The only difference is, BUstriving hard to
shield its Textiles & Clothing sector from beingmished by the developing countries whereas Indieoiapeting with
other rising developing giants specially China riternational textiles market. In order to trace ttensformations in
Indo-EU trade relations, the researcher tried t@suee the variations in India’s textiles exportBd, India’s textiles
import from EU and EU’s FDI in Indian textiles instay during pre and post MFA phase-out period.this, Independent
Samples T-Test is used in order to test the fortadlaaypotheses and to reach to the conclusionr@dts suggest that
textiles trade between India with EU has signifibaimcreased after the phase-out of MFA as mamginEU members

have entered into trade agreements with India #feephase-out of MFA.
KEYWORDS: Multi Fibre Agreement (MFA), India, European UnjdExport, Import, FDI
INTRODUCTION

Textiles and clothing remains the need of mankimges thousands of years to guard themselves fromed/a
climatic conditions. The history of trade is as dldman history, and interconnects perfectly witktite and clothing.
Historical records show that this sector remaimatsgic not only for rich countries but also forvdeping countries.
According to the WTO estimates, textile and cloghaccounts for about 9.1 percent of the world mactufed goods
exports or of 6.5 percent of all merchandise (WZ@)6)

Given the complexity and cumbersome nature of {radery country tried to protect and nurture itsnamterest
first and thus, often lead to conflicting situasorn the process of serving their own interestetigped countries often
create hindrances and try to control exports ofettging nations while provide subsidies and othendfits to their

exporters for promoting them to export more.

To be competitive in international market a courghpuld have strong base in the open market amdhalge
diversified foreign trade. As regards to textileade, it has always remained subjected to quawmbtaestrictions.

Historical data reveals that this sector remairetegic not only for rich countries but also fovd®ping countries.
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Textiles and clothing sector is highly concentratadsemi-skilled and unskilled labour force. Deymig
countries have relatively rich textiles and clothimase and the trade in textiles and clothing dete desire of developing

countries to be competitive and innovative in ingional textiles market.

From the very beginning, developing countries hhad a rich textiles base; they have faced resteidbiocks
called quotas for the export of textiles and cloghiFor more than four decades, textiles exportidyeloping countries
has been controlled by the developed countrieseldping countries became hindrance to the develapedhtries in
terms of textiles export. With a view to proteceithdomestic market from the competition imposedthg textiles

exporters of developing countries, developed cémintroduced number of quotas under Multi Fibgrefement.

EU and U.S. were the main quota imposing countiislier, the agreements i.e. Short Cotton Agrednren
1961 and Long Term Cotton Agreement from 1962 t631®&engupta, n.d) were consisted only cotton, but in the long
run these agreements converted into ‘Multi Fibrere&gnent’, embracing textiles and clothing made fralinfibres
(MacDonald, 2006)for some countries restrictions under MFA clogeg dpportunity doors whereas for other countries,
these restrictions actually triggered an increasexports in international market. Investors shiifteeir capital base and

expertise from highly quota constrained countriele$s constrained countries.

Under MFA, the exporting and importing countriesl la enter into bilateral agreements subject testaoms on
export by developing countries. By signing sucheegnents, the countries were bounded to follow tHeAMules.
On January 1, 1995, an agreement of WTO on texdites clothing (ATC) came into existence. The maiotive of
ATC was to integrate the textiles and clothing ithe GATT. The process of integration covered thasing out of
restriction under the MFA. ATC laid down a fourggaquota liberalization scheduldaumann, 2006) When ATC came
to an end on January' 12005, all quantitative restrictions existed uni#¥A were came to an end and finally MFA was
phase-out. The main aim behind the removal of quetad termination of MFA was to liberalized thetiles trade.
The removal of quotas brought relief to developaoyntries particularly for India, China, Bangladeahd Pakistan.

Exporters and importers got free to sell/purchaseaamount of textiles and clothing products frory part of the world.
LITERATURE REVIEW

Indo-EU textiles trade relations have been analygechost of the scholars in their research workjoad volume
of literature has been developed in recent yearalyaing the trade relations between India and Bbwever, none of
these studies provide the comparative analysesduf-EU textiles trade relations between pre and p#sA phase-out.
Thus the research gap exist is the study aboutréinels in textiles industry of India and EU andoanparative study of
textile trade relations between the two duringaumd post MFA phase-out period. The researchers thigageto fill this gap

by the following research work.
OBJECTIVES

To analyze the textiles trade relations betweenalrthd EU during pre and post MFA phase-out petfed

present study has the following objectives:

* To identify the parameters to be used to measueeteltile trade relations between India and EU rdyri
Pre and Post MFA period.

e To study the trend of trade in textile industryimdia and EU.
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» To make a comparative analyses of the textilesetrathtions between India and EU during Pre and Fi6#\

phase-out period.
RESEARCH METHODOLOGY

The data used for the present paper entirely dependecondary sources. The secondary data hagatemed
from the following sources:

e Export Import Data Bank- Department of Commerce].GO
e FDI Cell, Ministry of Textiles, GOI.
e European Commission’s Website

TOOLS FOR ANALYSES

In order to measure the validity of the formulalsghotheses, Independent Samples T-Test has bedmitbethe
help of SPSS. Statistical tool has been applietherata period of 13 years from 2000-01 to 2012-13

HYPOTHESES OF THE STUDY
The following hypotheses have been developed ierdalachieve the objectives of the study:

» Hypothesis 1:Null Hypothesis () - There is no significant variation in India’s Xt#es Export to EU between
Pre and Post MFA phase-out.

e Hypothesis 2: Null Hypothesis (k) - There is no significant variation in India’s xXtges Import from
EU between Pre and Post MFA phase-out.

» Hypothesis 3:Null Hypothesis (i) - There is no significant variation in EU’s FO1 Indian Textiles Industry

between Pre and Post MFA phase-out.

TESTING AND ANALYSIS OF HYPOTHESES

Performance of India’s Textiles Export to EU

Table 1: Pre MFA India’s Textiles Export to EU
(HS Code from 50 to 63)

Total %

(Rs Crore) | Growth
2000-01 | 16029.4218 Nil
2001-02 15832.645 -1.23
2002-03 | 18546.2297 17.13
2003-04 | 20068.3115 8.21
2004-05| 21531.3592 7.29

SourceMinistry of Commerce & Industry, Government of iad

Note: % growth is calculated on the basis of immediag¥ipus year

Year

Table 1, shows the performance of India’s Textdgport to EU before the phase-out of MFA. Accordiaghe
above table India’s textiles exports to EU showsegative growth of -1.23% in 2001-02, it improved2002-03 by an
impressive growth of 17.13%. Year 2003-04 and 2094dso showing a positive growth but this growgéingentage is not

as impressive as in year 2002-03.
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Figure 1

The data given in table 1 is also represented thighhelp of figure 1. This figure shows the trerigpercentage

growth in India’s textile exports to EU before thiease-out of MFA.

Table 2: Post MFA India’s Textiles Export to EU
(HS Code from 50 to 63)

Year Total %

(Rs Crore) Growth
2005-06 28183.9282 Nil
2006-07 29850.2123 5.91
2007-08 29774.7467 -0.25
2008-09 36018.6383 20.97
2009-10 35664.7717 -0.98
2010-11 37046.898 3.86
2011-12 50160.023 35.39
2012-13 50716.2547 1.11

SourceMinistry of Commerce & Industry, Government of lad
ofd: % growth is calculated on the basis of immedia&vipus year

Table 2 shows the textiles export trend of IndiaEid after the phase-out of MFA. In the above tatbie
percentage growth from 2006-07 to 2010-11 showsduiating trend. The growth in India’s textilespext was 5.95% in
2006-07 but it declined by -0.25% in 2007-08. lbwk an improvement and increased to 20.97 % in -D®08&nd again
declined by -0.98% in 2009-10. India’s textiles estpto EU shows an improvement of 3.86% in 201Q#i& percentage
growth improved in 2011-12 to 35.39% and an inaeais1.11% is noticed in 2012-13. This table shewed as India’s

textiles exports to EU are concerned, quota haseiddbeen a constraint.
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The data given in table 2 is also represented thighhelp of figure 2. This figure shows the trerighercentage

growth in India’s textile exports to EU after thiegse-out of MFA.

Hypotheses 1: Testing the Significant Variation irindia’s Textiles Export to EU between Pre and PosViFA Period

Hq: There is no significant variation in India’s Tda#i Export to EU between Pre and Post MFA phase-out

This hypothesis is designed to test whether therany significant variation in India’s textiles exp to

EU between Pre and Post MFA phase-out.

Table 3: Group Statistics

Status N Mean Std. Deviation | Std. Error Mean
Export Pre MFA 5 |18401.5940 2491.03291 1114.02378
P Post MFA | 8 | 37176.9337 8822.58568 3119.25508

Table 4: Independent Samples Test

Levene's Test for .
Equality of Variances t-Test for Equality of Means
= Si f Sig. (2- Mean Std. Error
9- Tailed) Difference | Difference
D 3.695 081 |-4576] 1 | .001 | -18775.33975|4102.6411€
Export Assumed
Y VERETEES 5,669/ 8.653 .000 | -18775.33975| 3312.21999
not Assumed
This table indicates the Mean value and Std. Dewiatof Pre MFA India’s textiles export to

EU (Mean=18401.5940, Std.Deviation=2491.03291) MFA textileexport to EU
(Mean=37176.9337, Std. Deviation= 8822.58568). RiFsA textiles export of India to EU has the highkstan Value of
37176.9337 and Std., Deviation of 8822.58568. iridicates that there is a significant variatiorridia’s textiles export
to EU after the phase-out of MFA.

and Post India’s

The t-value is -4.576 and significant value (2edjlis .001 which is less than 0.05 (95% CI), whiaticates that

the variation in India’'s textiles export to EU be®n Pre and Post MFA period is highely significant.
Hence, the alternative hypothesis tlilagre is a significant variation in India’s Textiles Export to EU between

Pre and Post MFA phase-oustands accepted and null hypotheses is rejected.
Performance of India’s Textiles Import from EU

Table 5: Pre MFA India’s Textiles Import from EU
(HS Code from 50 to 63)

Year Total (Rs Crore) | % Growth
2000-01 548.6217 Nil
2001-02 593.7194 8.22
2002-03 804.368 35.47
2003-04 1050.0513 30.54
2004-05 999.2375 -4.83

Source: Ministry of Commerce & Industry, Government of iad
Note: % growth is calculated on the basis of immedia&vipus year
Table 5 shows the performance of India’s importestiles from EU before the phase-out of MFA. Thowe
table shows a percentage growth of 8.22% in 20Q1afi2ncreasing percentage of 35.47% in 2002-03p&ksthe above
data there is a decline in growth of India’s teedilmport from EU by 4.93% in 2003-04 and fall mative in 2004-05.
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Figure 3

The data given in table 5 is also represented thighhelp of figure 3. This figure shows the trerighercentage

growth in India’s textile imports from EU beforeetiphase-out of MFA.

Table 6: Post MFA India’s Textiles Import from EU
(HS Code from 50 to 63)

Total %

(Rs Crore) | Growth

2005-06| 1156.664 Nil

2006-07 | 1157.4062 0.06
2007-08| 1208.4041 4.40
2008-09| 1479.387 22.42
2009-10| 1312.973§ -11.25
2010-11| 1630.5181 24.19
2011-12| 2,505.81 53.68
2012-13| 2852.5577 13.84
Source:Ministry of Commerce & Industry, Government of iad

Years

Table 6 shows the performance of India’s importeodtiles from EU after the phase-out of MFA. Thible
shows an increasing growth upto 2008-09 but af@&8209 growth declined sharply and become negativ2009-10.
An improvement in growth is noticed from 2010-112fl2-13.
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The data given in table 6 is also represented thithhelp of figure 4. This figure shows the trerfigpercentage
growth in India’s textile imports from EU after tiphase-out of MFA.
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Hypotheses 2: Testing the Significant Variation inindia’s Textiles Imports from EU between Pre and Pst MFA
Period

Hq: There is no significant variation in India’s Tegsl Import from EU between Pre and Post MFA phase-ou

The above hypothesis is designed to test whetleee ik any significant variation in India’s Texsilémport from
EU between Pre and Post MFA phase-out.

Table 7: Group Statistics

Status N Mean Std. Deviation | Std. Error Mean
Pre MFA 5 799.1996 228.02404 101.97545
Post MEA | 8 |1662.9651 654.79790 231.50602

Import

Table 8: Independent Samples Test

Levene's Test for .
Equality of Variances t-Test for Equality of Means
. Sig. Mean Std. Error
3 =) : ef (2-Tailed) Difference Difference
- B .082 2805 | 11 017 -863.76553 | 307.92902
assumed
Il Equal Variances
-3.414 | 9.363 .007 -863.76553 | 252.97041
not Assumed

This table indicates the mean value, Std. Deviatimi Pre MFA India’'s Textile Import
(Mean= 799.1996, Std. Deviation= 228.02404) and tPddFA India’'s Textiles Import from EU
(Mean=1662.9651, Std. Deviation=654.79790). Thevaliable shows that the Post MFA India’s Textilepdrt from EU
has the highest mean value of 1662.9651 and Stridaviation of 654.79790. This clearly indicatessignificant

variation in India’s Textiles Import from EU aftdre phase-out of MFA.

The t-value is -2.805 and significant value (2etdjlis 0.017 which is less than 0.05 (95% CI), Whindicates
that the variation in India’s textiles import fraBU is highly significant between Pre and Post plfageof MFA.

Hence, the alternative hypotheses thiaere is a significant variation in India’s Textiles Import from
EU between Pre and Post MFA phase-owdtands accepted and the null hypotheses is rejected

Performance of EU’s FDI in Indian Textile Industry

Table 9: Pre MFA EU’s FDI in Indian Textile Industry

Year FDI (Rs Crore) % Growth
2000-01 1.26 Nil
2001-02 7.42 488.89
2002-03 24.48 229.92
2003-04 56.44 130.56
2004-05 20.24 -64.14

Source:Ministry of Textiles, Government of India (FDI Qel

Table 9 shows the performance of investment by ElUhdian textiles industry before the phase-outisfA.
This table indicates that investment by EU in Indiextiles industry was impressive in 2001-02 o8.88 % but the above

percentage growth shows a declining trend in EtNg$tment in Indian Textiles Industry.
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The data given in table 9 is also represented thighhelp of figure 5. This figure shows the trerigpercentage

growth in EU’s FDI in Indian textiles industry beéothe phase-out of MFA.

Table 10:Post MFA EU’s FDI in Indian Textile Industry

Year Investment (Rs Crore) | % Growth
2005-06 109.94 Nil
2006-07 362.32 229.56
2007-08 42.75 -88.20
2008-09 79.95 87.02
2009-10 237.96 197.64
2010-11 39.61 -83.35
2011-12 104.25 163.19
2012-13 176.7 69.49

Source: Ministry of Textiles, Government of India (FDI Qel

Table 10 shows the performance of FDI by EU in dndiextiles industry after the phase-out of MFAIsTiable
shows that EU’s FDI in Indian Textiles industry wegproved in 2006-07 but it declined sharply by.Z&8% in 2007-08
again it improved in 2009-10. As per the above degar 2010-11 is showing a negative growth. Yeat1202 and
2012-13 are showing a declining trend.

Post MFA EU's FDI in Indian Textiles Industry
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The data given in table 10 is also represented thighhelp of figure 6. This figure shows the trerighercentage

growth in EU’s FDI in India textiles industry aftdre phase-out of MFA.
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Hypotheses 3: Testing the Significant Variation irEU’s FDI in Indian Textiles Industry between Pre ard Post MFA
Period

Ho: There is no significant variation in EU’s FDI indian Textiles Industry between Pre and Post MFA

phase-out.
H1: There is a significant variation in EU’s FDI in iad Textiles Industry between Pre and Post MFA pfad

This hypothesis is designed to test whether therany significant variation in FDI of EU in Indiarextiles
Industry between Pre and Post MFA phase-out.

Table 11: Group Statistics

Status N Mean | Std. Deviation| Std. Error Mean
Pre MFA 5 21.9680 21.43642 9.58666
Post MFAl 8 |144.185 110.55219 39.08610

FDI

Table 12: Independent Samples t-Test

Levene's Test for
Equality of Variances

F Sig. t df

t-Test for Equality of Means

Sig. Mean Std. Error
(2-Tailed) | Difference Difference

Equal variances
assumed

Equal variances
not assumed

6.379 .028 |[-2.405 11 .035 -122.21700| 50.81333
FDI

-3.037| 7.818 .017 -122.21700| 40.24459

This table indicates the Mean Value and Std. Dmrnabf EU’s FDI in Indian Textiles Industry in PIFA
period (Mean= 21.9680, Std. Deviation=21.43642) iardost MFA period (Mean=144.1850. Std. Deviatidrif.55219).
This table indicates that Post MFA FDI in Indianxiiles Industry has the highest mean value of 1880land Std.
Deviation of 110.55219.

This indicates that the FDI of EU in Indian Texiléndustry has increased after the phase-out of MFA
The t-value is -2.405 and significant value (2ad)lis .035 which is less than 0.05 (95% CI) whiaticates that there is
significant variation in investment of EU in Indialextiles Industry between Pre and Post MFA phage-o
Hence, the alternative hypotheses thate is a significant variation in EU’s FDI In Indian Textiles Industry between

Pre and Post MFA phase-oustands accepted and the null hypotheses is rdjecte
Comparative Analyses of Indo-EU Textiles Trade beteen Pre and Post MFA Phase-Out Period

As mentioned earlier the broad objectives of thesent study were to analyze the Indi-EU tradeicelatbetween
the pre and post MFA phase-out period. The data iafmtmation have been gathered through secondawycss.
The statistical data has also been analyzed byapimdication of statistical tool and has been ailtic commented.
The logical inferences drawn have been used tifytebie hypothesis generated for the present st@hsed on data

analysis and hypothesis testing following findirsge generated:

* To find out the significant variations in India'extiles export to EU between pre and post MFA plage
Independent Samples T-test was used. A significhabge is noticed in India’s export to EU. Thisidades that
the removal of quotas stimulated this labour-intemsector to increase its productivity in IndiaoMover this

lead to the allocation of productive resources nedfieiently as compared to the pre-MFA period. Eaver the
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removal of quotas lead an increment in the outpuéll of textile and clothing sector in developinmuntries,

where as the output level decreased in developeatiGes.

* India’s textile import from EU also increased afthe phase-out MFA. Because of the elimination wbtgs
buyers were free to buy any amount of textile gmolaael from any country. But the amount of India'gorts of
textiles from EU was less than the amount of exgyd@ecause of decline in output level of textilel @fothing in
developed regions. After the phase-out of MFA, dgpieag countries started exporting more of textiesd

clothing products than developed countries.

e To find out the variations in EU’s FDI in Indianxtde industry between pre and post MFA phase-out,
Independent samples t-test was used. Significaahgds are noticed between pre and post MFA phase-ou
EU’s investment in Indian textiles industry goes declining after 2005. Because EU had diversifieth i
investment in other countries. After 2005 it stdrt@aking investment in other countries more tharinigia
because India has a significant cost disadvantageainufacturing of cotton yarn, man-made yarn,ocofabric
and man-made fabric(ICRA Management Consulting iBesvLimited. (June 2009). In addition to this, ik
T&C manufacturers and exporters have to incur &t cost on Non- refund of state level taxes dotles,
Anomaly in duty drawback rates; the rates are fitgaht to neutralize the incident of all dutiesdahigh
transaction costs (ICRA Management Consulting 8esvLimited. (June 2009). Lacks of infrastructdiaailities

also discourage foreign investors to invest inandi
CONCLUSIONS

The foregoing discussion and analysis lead to theclasion that with the removal of quantitativetrie§ions
especially after 2002, India’s textile and clothiegports grew at an impressive rate during 200222@@h growth in
world trade in T&C. India’s export of textiles amibthing has increased after 2004 when quantitatdgtrictions on
textiles export stood discontinued. India emergetha biggest gainer among the South Asian cosraifier the phase-out

of MFA and became the leading textiles exporteElth

In the above mentioned tables data is showinguataig trend, the reason may be that in spite efflet that all
guotas have been completely removed, Indian textiigorters are still facing trade barriers from Eidlian exporters are
of the view that in EU the speed of liberalizatisvery slow especially in case of those produdisne India holds a trade
interest. In the year 2007-08, Indian textiles expaced a sharp decline because of appreciatidndian rupee visa-vis

the USD. Since 2008, Indian textiles export corgthto face decline.

The main reason for this decline was the globaltdogin and economic slowdown in international market
No doubt India is efficient in textiles productiobst if we look towards the condition and workingstem of Indian
Textiles Industry inside out, we find various skeorhings too. India lays too much emphasis on thmoixof cotton
textiles, synthetic textiles come second. Thereanly few items that dominate the export basketnofia. Women’s
outerwear accounts nearly 40% of the total and mehirts accounts 20% share are the two main itbatsdominates

India’s textiles exports (Ramachandran, V.2001).

As far as India’s textiles import from EU is conged, it is many times lower than that of exportse Teason is

India itself has a strong base of textiles andhifat. Indian textile industry is one of the keyttexindustries in the world.
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During the last two decades, EU emerged as onadid’s major trading partners. As far as Indiartitex trade

pattern with EU is concerned the situation is fabbe. India’s textile trade with EU has signifidgnincreased after the

phase-out of MFA as many others EU members hawrezhinto trade agreements with India after thesetaut of MFA.
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