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|. Introduction

The jute and hard fibres (JHF) group enconpasses a range of natural fibres
which are produced from different plants grown alnost exclusively in the
devel opi ng world. According to the inherent characteristics and the prevailing
end-use of the fibre, the whole group can further be subdivided into two maj or
groups, nanely: (a) jute, kenaf and allied fibres, belonging to soft fibres; and
(b) sisal and henequen, plus two minor fibres, coir and abaca, which are hard
fibres.

The main traditi onal use of jute and kenaf (called al so hard jute) has been
i n the packagi ng market as cloth and sacks. Bags nade of these fibres are widely
used for the transport and storage of agricultural products, fertilizers, cenent
and some chem cal s. The bul k of sisal and henequen production, both of which are
produced frompl ants bel onging to the agave fam ly, goes into the harvest tw ne.
For abaca, it goes into specialty papers and ropes, for white coir (coir being
a coconut fibre) into floor coverings and for brown coir into rubberized pads
and nattresses. Applications of these fibres overlap only at the margins, wth
jute and sisal also being used in the production of paper, sisal and coir in
floor coverings and abaca and coir in ropes. In no case, however, does any of
these fibres share a maj or end-use with another one.

The jute group holds a dom nant position anmong the fibres covered by this
report in terns of its share in the world output of raw fibre (82 per cent in
1992/93) and in the world trade in raw and processed fibre products (72.6 per
cent in 1992/93), followed by sisal and henequen (8.7 and 12.8 per cent,
respectively), coir (7.4 and 5.6 per cent) and abaca (1.9 and 9.0 per cent).

JHF are relatively uninportant in terms of value in international trade
if conpared to many other comodities - their conbined share in all devel oping
country nerchandise exports in 1992 only slightly exceeded O 1 per cent,
totalling US$ 837 mllion. Despite this fact, the production and trade in these
fibres have an inportant positive inpact on a number of devel oping countries.
First, they represent one of the rare commodities that are not only al nost
exclusively cultivated in devel opi ng countries, but for which al so a great part
of processing takes place in this part of the world. This trend has even been
increasing over time. Secondly, JHF continue to contribute significantly to
export earnings of some countries, such as Bangl adesh where exports of jute and
jute products accounted for 7.4 per cent of the country's export earnings in
1990/91. Thirdly, the cultivation and processing of JHF are relatively |abour-
i ntensive and, hence, job creating. As a result, they provide significant
econom ¢ support to the population in certain nost inpoverished and |east-
devel oped areas of a nunber of producing countries. Gowing JHF is at tinmes the
only source of cash incone for |arge popul ations of subsistence farners. For
exanple, nore than 12 million farmfanilies are engaged in the cultivation of
jute inthe Asia-Pacific region.! In India alone, about 4 million farmers obtain
their livelihood fromgrow ng jute and an addi ti onal 250, 000 wor kers are enpl oyed
inthe jute industry.?

! International Jute O ganization: Jute and the |1JO Dhaka 1994, p.9.

2 B.L. Sharna: Trade barriers to diversified jute products fromlndia, ESC
JU I C 93/18, FAO Rone 1993, p.3.
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The objective of this study is, first of all, to assess the nain trends
in the production, consunption and international trade of JHF products nade
thereof and to analyse the underlying causes of these trends. Chapter Il is
dedicated to this type of analysis. Since the overall JHF exports follow a | ong-
termdeclining trend, Chapter 11l explores in greater detail the factors that
are behind these negative devel opnments. Finally, Chapter IV is nore solution-
seeki ng, bringing sone suggestions on the actions which nay be required to
strengthen the JHF market in the short and | onger run.

I1._Trends in production, consunption and international trade

A. Structure and trends in production
1. Raw fibre

The production of jute group fibres is concentrated in Asia, with the four
nmaj or produci ng countries - |India, Bangl adesh (jute), China and Thail and (kenaf)
- accounting for 94 per cent of the world output in 1993/94 (see chart 1).
Hi storically, nore than half of the world's supply was produced in the area now
constituting Bangl adesh and nearly one third was grown i n I ndi a. Thail and emner ged
as an inportant producer in the 1960s, followed by fast growing China in the
1970s. Nowadays, |India accounts for 41 per cent of the world production
(1993/94), with Bangl adesh ranking second (26 per cent) and China third anong
the world's | argest producers (22 per cent).

Chart 1. Regional shares in world production of jute/kenaf
(1993/94, in percentage)

Others
6% Bangladesh

26%

Thailand
5%

India '
41% China
22%
Sour ce: cal cul ated on the basis of FAO Statistics onjute, kenaf and allied

fibres, June 1994.

Production of jute is strongly responsive to: (a) trends in demand (see
chapter I1.Bbelow);(b) price devel opnents; and (c) seasonal climatic conditions.
Unfavourable relative prices of jute vis-a-vis conpeting crops may discourage
farmers from growing jute. In Bangladesh and India, jute conpetes for |and
primarily with rice, while in Thailand cassava is jute/kenaf's main conpetitor.
As regards climatic factors, both flooding and, to a | esser extent, drought, are
hazards to the cultivation of jute. As a result of variable growi ng conditions,
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jute production and prices may be subject to wide fluctuations fromone season
to anot her because demand does not change nuch fromyear to year

Wirld production of rawjute, kenaf and allied fibres rose sharply in the
1960s and since then, it has been fluctuating around the level of 3 to 3.7
mllion tons per year (chart 2). In 1993-1994 it reached 2.97 nmillion tons,
falling in volume for the third consecutive year. The decline was due to
di m ni shed producer prices as conpared to alternative crops and to unfavourabl e
climatic conditions. However, production in 1994-1995 is expected to increase
according to informal estimates.

Chart 2. _World production of jute, kenaf and allied fibres, 1954-1994
(Thousands tons)

4000 T 3637
3491 3334

1954-1956 1962-1964 1972-1974 1881-1983 1986-1988 1990-199H 1993-1994

Sour ce: cal cul ated on the basis of FAO Statistics on jute, kenaf and allied
fibres, various issues.

Production of sisal fibre is concentrated in Brazil, Kenya and the United
Republic of Tanzania, while henequen is grown alnost exclusively in Mexico
Al t oget her, these four major producers accounted for around 80 per cent of world
output in 1992. Wrld sisal fibre output has been constantly falling (between
1970 and 1993 it declined by 57 per cent) froman annual |evel of 778,000 to
334,000 tons, the | owest | evel for decades (chart 3). This decline in production
was due nostly to the erosion of sisal markets resulting fromfalling demand.

The decline in production was not distributed equally anong the produci ng
countries. The United Republic of Tanzania, which had been the |eading world
producer in the 1960s with nore than one quarter of world output, accounted for
| ess than 10 per cent in the 1980s and early 1990s. By contrast, Brazil increased
its share in world production from 21 per cent in 1960-1965 to between 45 and
57 per cent in the early 1990s. Mexican fibre production declined in pace with
the general trend, its share being now around 9 per cent. Production in Kenya
remai ned virtually unchanged, which led to a slight increase of its share in
worl d output to 12 per cent in 1993.

Coir is produced by processors as a by-product of coconut oil, desiccated
coconut and ot her coconut products alnost entirely in India and Sri Lanka. Both
coir fibre and coir yarn production have been expandi ng over the |ast years to
reach the level of output of 370,000 tons in 1993. India accounted for 57 per
cent of the world production of coir fibre in 1993, whereas Sri Lanka's share
reached 38 per cent. Indian production continues to expand i n response to grow ng
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donestic demand, while Sri Lanka's export-doninated production has been
contracting owing to the decline in foreign demand. India's output is expected
to increase further in the coming years.

Chart 3. Wbrld production of sisal/henequen, 1970-1993
(Thousands tons)

1970 1975 1985 1990 19N 1992 1993
Sour ce: calculated on the basis of UNCTAD Commodity Yearbook 1994 and

FAO Commodity Revi ew and Qutl ook 1993- 94.

Abaca is grown largely in the Philippines as a secondary crop (83 per cent
of world output in 1992). The volune of production has remai ned stagnant at
around 70,000 tons per year in the 1970s-1990s, finally reaching 73,000 tons in
1993. Sone further expansion is expected in gl obal abaca production, in response
to continuation of renunerative prices, and as new pl antations in the Philippines
cone into production.

2. Processed products

Gradual transfer of mnmanufacturing capacities from devel oped countries
together with policies of certain fibre-producing countries to increase |oca
processing have resulted in a rapid devel opnment of fibre-processing capacities
in major producing countries. Consequently, manufacture of processed goods
currently takes place alnmpst exclusively in developing countries. As of
1992/ 1993, these account for 96 per cent of the world jute-goods production, for
exanpl e. The sane trend is strongly felt in the processing of sisal, being |ess
pronounced for abaca.

Among the main determinants of fibre-goods production |evels are supply-
side factors, such as the availability of reliable raw material supplies to
processing plants, and the developnents in demand. As evidenced by recent
experi ence, donestic denmand-driven production appears to fare better than
production relying nostly on external markets. This is the case of India and
China in particular, where the | evel of production has generally increased over
the | ast years.
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B. Trends in demand

Demand for JHF and processed goods nade thereof has been under a
consi derabl e strain during the post-war period. The main factor responsible for
the erosion of the markets for hard fibre was the conpetition from synthetic
products - particularly polypropylene fabrics - in all major end-uses. Another
factor that contributed to the reduced consunption was a further shift to bul k
handl i ng and containerization for products such as grains, fertilizers and
chemicals in the case of jute sacking bags.

Si sal markets were severely affected by the introducti on of new harvesting
nmet hods that require either less twine in general or the use of synthetic
twines.® The only fibre that resisted conpetition fromsynthetics was abaca, due
to the superior properties of its fibrerelative to synthetics inits chief end-
use, i.e. specialty papers.

Consunption of jute and jute products remai ned general ly stagnant over the
| ast two decades, foll owing a somewhat declining trend since the m d-1980s (see
chart 4). The situation, however, diverged between devel oped and devel opi ng
country markets. Jute utilization has experienced serious retrenchnment in Wstern
European countries and in North Anerica, to a great extent as a result of new
bul k- handl i ng techniques and aggressive price conpetition from synthetic
substitutes. Consequently, the share of developed countries in world jute
consunption fell from38 per cent in 1970 to 14 per cent in 1992.

By contrast, in developing countries, the growmh of output and trade in
agricultural products, as well as other packageabl e commodities, such as cenent
and fertilizers, continued to be the major source of underlying strength in
jute's nmarket developnent, contributing to the rise of the share of the
devel oping countries in world jute consunption from 42 per cent in 1970 to 64
per cent in 1992. Al though bul k handling of comodities has nade significant
inroads into international trade, bagging is still extensively used for interna
transportation, distribution and storage in devel oping countries, particularly
in rural areas. However, starting fromthe second half of the 1980s, jute bags
have been losing their narket to synthetics even in this part of the world, and
the existing donmestic markets were often maintai ned because of the deliberate
purchase policies of state agencies.

Despite the | ack of accurate figures on consunption of sisal and henequen,
t hose two conmodi ti es appear to have suffered severe narket | osses over the years
in their traditional end-use of baling twine for agricultural purposes. This
trend has been nore pronounced i n Wst ern Eur ope wher e t echnol ogi cal devel opnent s
in baling hay and straw have favoured the use of synthetics in recent years and
have t hus reduced the share of sisal harvest twi ne to about one third. The United
States therefore rermains the world' s major consunmer as this technol ogy has not
yet found there the same w despread acceptance as in Wstern Europe,
pol ypropyl ene twine still accounting for only about 30 per cent of all harvest
twi nes consuned.

3 The popularity of rectangular high-density balers, using exclusively
pol ypropyl ene twines, is continuing to spread since they provide greater
efficiency to harvesting contractors and pernit nore conveni ent and econonica
transport of hay and straw over |onger distances.
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Chart 4. Consunption of jute by regions
(Thousands tons)

6000+
5000 M developed
’ countries
! ] developing
countries
3000
. M Eastern Evrope
2000 + Socialist Asia
1000
Bworid
1970 1975 1983 1985 1880 1992
Sour ce: UNCTAD Commodity Year book 1994, pp. 267-269

C. Trends in international trade

The volune and pattern of international trade in JHF have been evol ving
under the influence of: (a) the generally stagnating or decreasing denmand for
JHF products; (b) the rising share of raw fibres already being processed in
produci ng countries; and (c) the increasing share of consunption in devel oping
countries.

Consequently, the volune of international trade in raw JHF has been
decreasing. Export volume fell by 67 per cent in the case of jute between 1970
and 1993, by 84 per cent for sisal, by 27 per cent for coir and by 58 per cent
for abaca. Exports of processed goods in quantitative ternms declined |ess
dramatically: for instance, by 35 per cent for jute over the sane period, with
practically unchanged val ue of exports in 1993 as conpared with 1970. Exports
of abaca and coir products even increased by 14 and 31 per cent respectively,
bet ween 1988 and 1993, in sharp contrast, however, with a 14 per cent fall in
sisal goods exports during these years.

The adverse i npact on JHF producers of decreasing export vol unes has often
been further accentuated by a decline in raw material prices starting in the
1980s. This decline negatively affected jute, sisal and coir. The latter two,
however, experienced some recovery in 1993. The only exception fromthe genera
trend was abaca, which even registered constant price inprovenents over the
peri od under review As a result, the devel opnents in the value of JHF exports
have generally been nore negative as conpared with vol une terns.



9

Table 1. - Volune, value and prices in jute export trade,
1970-1993

1970 1975 1980 1985 1990 1991 1992 1993

Jute fibre

Export vol unme 996 589 551 459 494 350 368 329
(000 tons)

Export val ue 218 134 203 222 172 135 141 94
(mll. USS$)

Free mar ket 273 380 314 569 409 344 279 271
Pri ces

(US$/ t on)

Jute products

Export vol unme 1292 1090 1291 1088 1026 878 918 843
(000 tons)

Export val ue 548 631 1221 924 698 606 600 528
(mll. USS$)
Sour ce: data from FAG Agrostat and FAO Commbdity Review and Qutl ook

1993-94, pp.127-7 and 131.

Prices of rawjute vary according to quality and origin of products.
Price for Bangl adesh Wiite D was used as an exanple in this table.

Table 2. Volune, value and prices in sisal fibre-export trade,

1970-1993

1970 1975 1980 1985 1990 1991 1992 1993
Export vol une 587 279 222 171 133 95 81 96
(000 tons)
Export val ue 74 131 134 70 64 43 29 34
(mll. USY$)
Free market 152 580 765 526 715 669 506 615
Prices
(US$/ t on)

Sour ce: See table 1.

Prices are for East African UG
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Table 3. Volune, value and prices in coir-export trade

1970- 1993
1970 1975 1980 1985 1990 1991 1992 1993
Coir fibre
Export vol ume 90 77 96 79 74 69 71 66
(000 tons)
Export val ue 9 13 25 16 18 15 17 15
(mll.USs$)
Coir yarn
Export vol ume 37 26 22 19 19 19 15 15
(000 tons)
Export val ue 11 12 17 15 13 12 10 7
(mll.US$)
Sour ce: See table 1.

Table 4. Volune, value and prices in abaca fibre export trade

1970- 1993

1970 1975 1980 1985 1990 1991 1992 1993
Export vol ume 59 36 48 33 33 33 27 25
(000 tons)
Export val ue 16 21 36 23 25 26 26 25
(mll.US$)
Free narket - 793 1076 1148 1317 1407 1748 1867
Prices
(US$/ t on)

Source : See table 1.
Prices are for the Philippines fibre S2.

Mai n exporters of JHF and products made thereof generally coincide with
maj or producing countries. The notable exceptions are countries with large
donmestic markets where production is mainly geared to cater to donestic needs
Therefore, the world' s | argest exporter of jute and jute products is Bangl adesh
(60 per cent of world exports in 1992/93), with the world |eading producer
India, ranking only second (14 per cent), and the export share of the world's
third producer, China, being alnost insignificant (6 per cent). Production of
sisal, abaca and coir is nmuch nore export oriented and hence, the same countries
can be found both anobng najor producers and anong exporters. Brazil is the
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worl d's | argest exporter of sisal/henequen and goods nade t hereof, with a 53 per
cent share in world exports in 1993, followed by Kenya (30 per cent) and the
United Republic of Tanzania (12 per cent). Exports of coir fibre are
geographi cally concentrated in one country (88 per cent of exports is accounted
for by Sri Lanka only), whilst in exports of processed coir products, a nore
i mportant share is held al so by India. As regards abaca, the Philippines account
for a 67 per cent of world exports and Ecuador ranks second with a 31 per cent
share.

Ri si ng domestic processing of JHF in producing countries has resulted in
a lower share of raw fibre output for export. This trend is the nost marked in
the case of jute - only 11 per cent of jute output was exported in raw formin
1992/ 93. Correspondi ng figures for sisal/henequen were 26 per cent and for coir
fibre and abaca 34 per cent each

At the same time the share of processed products in overall hard-fibre
exports rose at the expense of raw material. Manufactures now account for 73 per
cent of total jute exports (1993), for 57 per cent of sisal and for 49 per cent
of abaca exports.

G ven the contraction of markets for JHF and related products due to
falling consunption in devel oped countries, the inportance of devel opi ng country
mar ket s has been on the rise. Shares of both country groups are now practically
equal (50 per cent each), with significant differences between the patterns of
i mports of rawand processed products, however. For exanpl e, devel opi ng countries
import mainly rawjute for further processing (79 per cent of the world's inports
in 1993), the largest inmporter being Pakistan which accounts for 27 per cent of
the world's inports of raw jute. Devel oped countries have still preserved their
| eadership in inports of processed jute goods - 62 per cent of world total in
1992, out of which around one half goes to the European Union. A major part of
worl d inmports is absorbed by devel oped countries also in the case of sisal (63
per cent in 1992), and coir (77 per cent), and these countries are alnost
exclusive custoners for abaca as well (98 per cent of world inports). The
inability to take advantage nore of the nmarket potential in devel oping countries
and to satisfy the growing demand in this part of the world through inports was
often a consequence of |ow income and foreign-exchange constraints in those
countri es.

I11. Major constraints to jute and hard fibres exports

Apart from technol ogi cal changes that have reduced JHF use, the main
contributing factor to the gradual erosion of JHF markets is the l|ack of
conpetitiveness vis-a-vis synthetic fibres. Polypropylene is the single nost
i mportant synthetic substitute for jute and sisal. The resin is derived by the
pol ymeri zati on of propylene. This, in turn, is manufactured by steam cracking
of naphta (which prevails in Wstern Europe and Japan) or through refining
natural gas liquids (United States).

As traditional uses of JHF are mainly in the industrial and agricultura
sectors and not in the consuner market, buyers' choi ce between JHF and synthetic
substitutes is mainly based on economi c considerations, particularly on price
and technical characteristics of both groups of products.



A. Price conpetitiveness

The structure of the petrochenical industry, which is often vertically
integrated, allows for a flexible allocation of cost conponents between the
various outputs at any given stage of the processing chain. At the limt,
al l ocation of these costs may be purely a matter of internal accounting, based
on internal transfer price, with the view to maxinizing the overall returns of
the firmthrough conpensation for | osses on one product by gai ns made on ot hers.
This explains a nmuch larger room for manoeuvre of the pol ypropyl ene industry
all owi ng for much nore aggressive pricing policies. Prices can thus be kept |ow
even for extended periods when nmanufacturing capacities exceed denand.

Pol ypr opyl ene products began to make i nroads into traditional JHF end-uses
in the 1960s and their use has sharply expanded during the late 1970s and early
1980s, particularly in devel oped countries. The cost conpetition fromsynthetic
fibres has been particularly intense since the md-1970s when excess production
capacity often resulted in short-term strategi es based on recovery of direct
costs if full-cost recovery was inpossible. The penetration of the market by
synthetics was strongly ai ded by highly conpetitive prices of inported synthetic
bags, particularly from China.

As a result, JHF have been gradual | y crowded out fromsone traditional end-
uses and markets to a marked degree agai nst the technical advantages and | ower
prices of synthetic substitutes. This was, for exanple, the case of prinmary jute
backing for tufted carpets.

The conpetitive position of JHF and synthetic fibres varies according to
products and narkets. In general, the price difference is nore inportant at the
first stage of the processing chain where polypropylene resin is often nore
expensive than jute or sisal fibre.* In fact, prices of raw jute exceed those of
its synthetic conpetitor rather exceptionally. This was the case, for exanple,
in 1984/85 when jute prices increased sharply due to unfavourable weather
conditions in nmajor producing areas bringing about shortages in jute supplies
tothe international market. Hi storically, each disruptionin supplies resulting
inasharpriseinjute prices has provided synthetics an opportunity for further
penetration of jute markets, particularly in devel oped countries. The argunent
therefore runs that, when prices of jute go down, the market i s not won back and
the loss is irreversible.

As regards hi gher stages of processing, the price difference between JHF
and synthetics beconmes less significant and the prices nove nore closely
together. Sisal twines tend to be less price conpetitive than their synthetic
substitutes.

4 For instance, the export price of raw jute (BWD grade C& Antwerpen) in
the second quarter of 1994 represented sone 61 per cent of that of the
pol ypropyl ene pol yner.
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Chart 5. Prices of sisal and pol ypropylene twi ne, 1982-1994
(Dol I ar per bale)
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Sour ce: Recent devel opnents and short-term outlook for the sisal and
pol ypropyl ene markets relevant to the formulation of indicative
price reconmmendations, CCP: HF 94151, FAQ August 1994,

By contrast, jute products are generally lower priced as conpared with
their pol ypropyl ene conpetitors® It seens, however, that the market requires a
certain margin to be maintai ned between both prices. |n case the prices are too
cl ose and, hence, jute loses a part of its price edge, the buyers' preference
may shift to synthetic products.

Only scarce data are available on price conpetitiveness of JHF vis-a-vis
synthetic products in developing countries. According to sone rudinmentary
evi dence, ® prices of jute goods appear to be |less conpetitive than those of
synthetic products in developing country markets.” Although a preference is
traditionally given in developing countries to jute bags, the lack of price
conpetitiveness may pose a threat to the consunption of jute products in the
| onger run.

B. Non-price factors

The significant inroads made by synthetics into traditional JHF end-uses
are not fully attributable to the lack of price conpetitiveness of the latter

5 For exanple, the price of jute yarn in the United Kingdom market
represented 74 per cent of that of polypropylene yarn in the second quarter of
1994,

6 e.g. ME Thigpen and T. Akiyama: Prospects for the Wrld Jute Industry,
Wrld Bank Staff Working Paper No. 14, Washi ngton 1986.

7 According to a series of country studies undertaken by FAO on Egypt,
Et hi opi a, Kenya and | ndonesi a, jute/sisal bags were about 50 per cent nore costly
than plastic ones in the early 1990s. In Pakistan as well, synthetic bags were
priced around hal f the price of jute bags nanufactured donestically frominported
jute fibre
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A nunber of other factors are responsi ble for these devel opnents, the custoner's
final choice being always a conbined result of a whole range of price and non-
price considerations. The najor non-price factors affecting JHF versus
pol ypropyl ene conpetitive position are sunmarized in table 5.

Table 5. Non-price factors affecting jute and hard fibres and pol ypropyl ene
conpetitiveness

Fact or " Jute and hard fibres || Pol ypr opyl ene

Techni ca
characteristics

+ breathability
(jute bags)

+ reusability and
bi odegradability
+ natural | ook

- presence of dust
and fine fibres

- unsuitable for

+ high tensile
strength and

i mpact

resi stance

+ light weight
+ rot-proof, not
shri nkabl e and
wat er - r esi st ant

automatic filling - danger of
syst ens flammability and
snoke toxicity
Quality - occasi onal + consistent quality
pr obl ens

Reliability of

- instability of

+ regul ar supplies,

supplies supplies due to producti on
t he dependence on possi bl e at short
weat her notice
condi tions and a
| ong-di st ance
transport

Mar ket i ng - absence of an + aggressive
or gani zed mar ket i ng
mar keting system strategies

Sour ce: UNCTAD Secr et ari at
+ stands for a positive quality;

- stands for a negative attribute.

Techni cal characteristics seemto be predomnm nant for some end-uses.

tensile strength of pol ypropyl ene vis-a-vis sisal,

for exanple, acts in favour

of pol ypropyl ene twi nes as strength is crucial for use in rapidly expandi ng hi gh-
density balers. As a result, the choice of tw ne depends nore on technica
properties of the fibre than on current relative prices.

As regards jute bags, they have largely been displaced from packing of
products where t he pol ypropyl ene sacks' capacity to be wet-proof is of rel evance,
particularly in packing chemcals and other industrial products. By contrast,
where breathability of the packing cloth is required, together with the
mai nt enance of controlled humidity, jute sacks exhibit superior perfornmance. For
this reason, jute bags are preferred, for exanple, for transport and export of
seed pot at oes.

Autormated sack-filling systens have recently been introduced into
packagi ng. These are well-suited for handling woven pol ypropyl ene sacks as the
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i ght ness of these sacks allows themto be |ifted by air, something which is not
possible with a jute sack. Automation is not only carried out as a cost-saving
exerci se, but often because of new health and safety requirenents for dust-free
filling of powdery substances.

A prom singinpact onjute's conpetitiveness could derive fromre-usability
and bi odegradability of jute sacks, as well as fromthe fact that they are nmade
of natural fibres. These aspects of natural fibres are likely to gain further
i nportance with raising environmental consciousness in devel oped countries and
itsinplementationinpracticeinthe packagi ng and product di sposal | egislation.
By contrast, the use of jute can be negatively affected by raising interests of
heal t h/ hygi ene according to which food products nay not be packed in jute sacks
due to the presence of jute dust and fibres.

The use of jute in secondary carpet backing may potentially expand ow ng
to the lower costs of lifting old carpets and higher installation productivity
reached by elimnating the need for stretching or heat-seanm ng. Al so, grow ng
concerns over the dangers of flanmmability and snoke density/toxicity favour the
sel ection of jute cellulosic fibres over synthetic naterials.

Conpl aints are sonetinmes made about the guality of inported jute yarns
with problenms such as slubs, unevenness, poorly tied knots, inappropriate
packagi ng. Any excessive down tine of weavers' high-speed | oons, caused by poor
quality yarn nmay deteriorate jute's position in the market. A main attraction
of polypropylene yarn in this context is consistent quality of the fibre and
extra yardage without joins on the yarns, which speeds production

By their very nature of agricultural crops JHF are nore vulnerable to
unf avour abl e weat her condi ti ons. Snooth supplies of JHF and products nade t her eof
can al so be disrupted due to delays in transportation, strikes or problens of
port managenent and equi pnent. For these reasons, preference may be given by sone
buyers to the advantages of regular supplies of polypropylene products from
donestic or nearby origins.

G eater financial and market strength and | esser overall vulnerability of
pol ypropyl ene producers allowed for the concentration of aggressive narketing
efforts to penetrate new use areas. Apart from vigorous pronotional canpaigns
their marketing strategies included technical assistance to users and substanti al
research in product devel opnent and adaption. JHF producers found it very
difficult to counter this strategy efficiently. As a result, JHF saw their
mar keting position seriously undermn ned.

C. Market access

The conpetitiveness of JHFrelative to synthetic materials is also affected
by market access conditions. This report sticks to a broader concept of narket
access, which enbraces, in principle, tw issues: (a) governnent-induced trade
policy neasures affecting inports; and (b) effective access to distribution
networks in respective narkets.

1. Trade policy narket-access barriers

Mar ket access in ternms of trade policy neasures inpeding foreign products
to enter the donestic market does not seem to be a mgjor issue for JHF in
devel oped country markets. Raw fibres are inported duty-free as there is no
donestic cultivation they could conpete with. Tariffs on propyl ene, which is the
raw material needed to produce conpeting synthetics, are generally set at zero
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or a very low level. Inports of polypropylene are taxed at a higher rate,
obviously with a view to protecting donestic processing. Consequently, the
conpetitive position of JHF is not adversely affected by tariffs at this stage.

The | evel of protection, however, rises along the processing chain. This
may be geared to the protection of donestic nmanufacturing industries engaged in
t he same production line. However, given the obvious trend to the rel ocation of
processi ng towards devel oping countries, the validity of this argunent may be
guestioned, particularly in the case of the jute industry which has already
undergone a substantial reduction in devel oped countries. Another and probably
nore valid reason for protection against inports of JHF products fromdevel opi ng
countries nmay be the protection of domestic synthetics nanufacturers who conpete
directly with inported JHF goods.

Anmong maj or i nporters of JHF products are the European Union (EU), the USA,

Japan and, for jute products, also Australia. The level of tariff protection
agai nst JHF products is generally not high in these countries. Mreover, as
exporting devel oping countries qualify for GCGeneralized System of Preferences
(GSP) treatnent (in addition, Bangl adesh is classified as an LDC and the United
Republ i ¢ of Tanzania is an LDC and ACP country), they nostly export to devel oped
markets duty free. There are, however, sone sensitive itens that are not included
in the GSP schenes (such as, for exanple, jute yarn and fabric in the case of
the EU) or for which the GSP rates are not set at a zero level (see table 6).

The adverse inpact of the tariff escal ation on exports of processed products is
expected to decrease after the Uruguay Round as a result of: (a) the genera

reduction in nost-favoured nation (M-N) rates (for products which are not covered
by the GSP) and (b) the phase-out of the Milti-Fibre Arrangement (MA) (for
products that were charged the MFN i nstead of the GSP rates after exceedi ng MFA
guot as) .

Pre-Uuguay Round rates in Australia for the products concerned by this
report are the nost inportant in the case of tw nes and, except jute yarns, are
rather strongly biased in favour of JHF as compared with synthetics. The
construction of GSP rates follows the sanme pattern. Al so, post-U uguay Round
tariffs are constructed in favour of JHF. The only non-tariff barrier in place
is the authorization required for inports of jute sacks.

Overall level of tariff protection for JHF and products thereof in EU
countries is between 5.3 and 25 per cent and it will further be reduced on
conpl etion of the Uruguay Round. Tariffs on JHF products will be rather |ow,

ranging fromO to 12 per cent, hence, generally lower than tariffs affecting
their synthetic conpetitors. As yet, all JHF products concerned (except jute
fabrics) are already inported free of duty under the GSP. Some products, such
as twines and carpets, are still subject to MFA restrictions, but these also
shoul d be gradual |y phased out as a result of the Uruguay Round.

The protection of the Japanese market usually escalates (in MFNrates) with
t he degree of processing. The only exception are jute sacks which are inported
free of duty. The overall level of MFNtariffs will, however, decrease with the
i mpl enentation of the results of the Uruguay Round. Products at | ower stages of
processi ng (such as yarn) will be inported duty-free. Hi gher tariffs will remain
in place only for fabrics (up to 10 per cent) and, to a certain extent, for
carpets. A slight bias will remain in the scheme in favour of JHF and products
t hereof as conpared with synthetics. In any case, devel oping countries do not
face practically any tariff barriers under the GSP. Anpbng additional inport
barriers are, nevertheless, quite inportant tenporary rates, frequent inport
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aut hori zations and health and safety regul ati ons. These affect nore synthetics
and, hence, on the average, tend to favour JHF.

The US market is very liberal as regards the conditions of access for JHF
products. MFN rates range fromO to 7.2 per cent and will be cut practically to
zero as a result of the Uruguay Round; GSP inports are duty-free. The |evel of
protection is higher for pol ypropyl ene products which al so face MFA and textiles
exports restrictions nore frequently. The non-tariff protection will, however,
be phased out follow ng the inplenmentati on of the Uruguay Round Agreenents.

Table 6. Tariff and non-tariff barriers on inports of JHF and conpeting

synthetic products in najor devel oped country narkets
(i n percentage)

Country Pr oduct MFN tariff & GSP Qt her barriers
description tariffs
Pre- UR Post - UR
Australia Raw jute, sisal,
coir, abaca
Propyl ene 0 0
Pol ypr opyl ene 2-5 2-5
22.5 10 10
Jute yarn 2000 5-15 10
Coir yarn 0
PP fibres 0
Jute fabrics 80 25
PP fabrics 27-35
Jute, sisal, abaca
twi nes 2030 1515 1818
PP twi nes
Jut e sacks 0 10 | mport
aut hori zati on
PP sacks 25-30 10
||Carpets " 0. 00 0. 00 |
Eur opean Raw jute, sisal
Uni on coir, abaca
Pr opyl ene 0 0
Pol ypr opyl ene 0-1.5 0-0.7 0
12.5 6.5 0
Jute yarn 5.3 -4
Coir yarn 0 0
PP fibres 7.5 0
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Country

Japan

USA

1

i

Pr oduct MFN tariff & GSP Qt her barriers
description tariffs
Pre- UR Post - UR
Jute fabrics 8.6-9.3 4 -, 0 for
ACP
PP fabrics 11 8 0 MFA, vol untary
export
restraints(VER
Jute, sisal, abaca
twi nes 12-25 6-12 0 MFA
PP twi nes 12 8 0 MFA
Jut e sacks 5.3-8.6 2-4 0
PP sacks 8.4 6.5 0
Car pet 6.3-6.9 3-3.5 0 MFA
Coir carpets 8 4
Raw j ute, sisal
coir, abaca 0 0 0
Pr opyl ene 5.8 0 0
Pol ypr opyl ene 32 yen/ kg 6.5 0 Tenporary rate
(TR) 4.6%
heal th and
safety
regul ati ons
Jute yarn 10 0 0 TR 6.4
Coir yarn 3 0 0 TR 2.4
PP fibres 10 6.6 0 TR 8.0
Jute fabrics 20 10 0 TR 12.8
PP fabrics 12.5-20 8.2-10 |5; O for|JTR 10, inport
LDCs aut hori zati on
Jute, sisal, abaca 3.7-10 0-4 0 TR 3-6. 4,
twi nes i mport
aut hori zati on
PP twi nes 8 5.3 0 TR 6.4, inport
aut hori zati on
Jut e sacks 0 0 0 TR 12.8
PP sacks 5.8 3.9 0 TR 5.8
|Carpets " 10.5-12 0-7.9 0-4.8 |TR 8.4
Raw j ute, sisal
coir,
abaca 0 0 0
Pr opyl ene 0 0 0
Pol ypr opyl ene 12.5 6.5 0
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Country Pr oduct MFN tariff & GSP Qt her barriers
description tariffs
Pre-UR Post - UR
Jute yarn 3-4 0 0
Coir yarn 0 0 0
PP fibres 4.9 4.3 -
Jute fabrics 0-1 0 0
PP fabrics 17 8.5-12 - MFA, textile
export
restraints
(TER)
Jute, sisal,
abaca tw nes 0-7.2 0-3.6 0
PP twi nes 5.3-8 2.7-7 0 MFA, TER
Jut e sacks 0 0 -
PP sacks 3 3 0
Car pet s 4.8-6.6 0 0 MFA, TER
Coir carpets or 0
0.215
$/ SM
Sour ce: Conpil ed on the basis of data fromthe U uguay Round Miltil ateral

Negoti ati ons, country schedules (Tariffs), and from UNCTAD TRAI NS
dat abase (Qther barriers and GSP tariff).

al Tariff itenms nunbers of individual products according to the
Har noni zed System cl assification are given in the annex.

Not e: Pre-UR tariffs stand for base rates in the country lists of
concessions, post-UR tariffs mean bound rates on conpl etion of the
transitory period follow ng the Uruguay Round.

Mai n export markets for JHF and products thereof in devel oping countries
are in Pakistan, Thailand, Indonesia, Egypt, Iran and India for raw jute,® in
Sudan, Syria, lran (Islamc Republic of), Egypt and Al geria for jute products,?®
in the Republic of Korea and Egypt for raw sisal® and in the Republic of Korea

8 Major inmporters of rawjute in 1992/93 (in mll. US$) were Pakistan (38),
the EU (14), Thailand (13), Indonesia (9), Egypt (7), former USSR (6), lran (4)
and India (4).

® Major inporters of jute products in 1992 (in nmll. US$) were the EU
(229), fornmer USSR (81), the United States (59), Sudan (41), Australia (36),
Syria (35), Iran (32), Egypt (15) and Algeria (12).

10 Major inmporters of rawsisal in 1992 (in mll. US$) were the EU (21.2),
Republic of Korea (2.7), Japan (1.8), Mrocco (1.7), Poland (1.4) and Egypt
(1.0).
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for abaca 11 These mar kets ar e generally
nmuch nore protected against inports and, as price considerations still prevai

i n devel opi ng countries over environnmental concerns, high level of tariffs acts
as an efficient inpedinment to an increase in exports of JHF and rel ated products
to other devel oping countri es.

Furthernore, a nunber of devel oping countries have only one tariff rate
and reduced rates or preferential schenmes vis-a-vis other devel oping countries
are rarely in place. Mreover, a nunber of these countries are currently not
contracting parties to WIO2 and, as a result, their inport regines will remain
unaffected by the Uruguay Round.

As a result of fiscal considerations or the decision to protect donestic
i ndustries, the overall tariff |level in devel oping countries is relatively high
Processed products are nore affected than raw materials, hence, tariffs escal ate
with the increasing degree of processing. Arong the countries covered in this
report, inport regine is the nost liberal in the Republic of Korea (10 per cent
duty on raw materials, 20-30 per cent on manufactures), in Indonesia (0-5 per
cent, 5-40 per cent, respectively) and Algeria (3-7 per cent, 3-60 per cent).
In the remaining countries, tariffs frequently exceed 50 per cent and are
suppl enent ed by addi ti onal taxes and non-tariff barriers. In Indiaand Pakistan
t he conbi ned incidence of duties and taxes exceeds 100 per cent. In Thail and
imports of jute sacks are generally banned. At tines, tariff structure is biased
in favour of JHF as conpared with synthetics; in other cases the system as a
whol e remains relatively neutral. The nai n consi derati on does not seemto be the
protection of domestic JHF i ndustry, but the protection of donestic petrochenica
i nterests.

11 Data on inport regi nes of Egypt, Iran, Sudan and Syria are not avail abl e
in the UNCTAD TRAINS dat abase.

2 Al geria, Sudan, Syria, Iran and, anpbng countries in transition, Russia,
are currently not nenbers of WO



Table 7. Tariff and non-tariff barriers on inports of JHF and conpeting
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synthetic products in major devel oping country markets
(i n percentage)

Country Pr oduct Tariffs Q her
description barriers
Pre- UR Post -
UR
Al geria (MN Raw jute, sisal, 1 per cent
rate) coir, abaca cust ons
Pr opyl ene formality tax
Pol ypr opyl ene on al
i mported
itens

I ndia (MFN
rate;

general rate
(G@-if MN
non-

exi stent)

Jute yarn
Coir yarn
PP fibres

Jute fabrics
PP fabrics

Jute, sisal, abaca
tw nes
PP tw nes

Jut e sacks
PP sacks

Car pet s

Raw j ute

non

-automatic

i cence (NAL)

Raw si sa

Raw coir and abaca NAL

Pr opyl ene
NAL,

Pol ypr opyl ene* canal i zed
i mports
NAL

Jute yarn NAL

Coir yarn NAL

PP fibres

Jute fabrics* NAL

PP f abrics* NAL

Jute, sisal, abaca

t wi nes NAL

PP tw nes NAL

Jut e sacks* NAL

PP sacks* NAL

Car pet s* NAL




Republ i c of
Kor ea
(genera

i mport duty)

Paki st an
(cust ons
duty)

|| Car pet s* m 35

Country Pr oduct Tariffs Q her
description barriers
Pre- UR Post -
UR
| ndonesi a Raw jute, sisal, 2.5% i nport
(cust ons coir, abaca* 5 tax on al
duty) Pr opyl ene* 0-5 items in the
tabl e
Pol ypr opyl ene* 0-5 20% sur char ge
Jute yarn* 10- 20
Coir yarn* 10- 20
PP fibres* 5
Jute fabrics* 20- 30
PP fabrics* 30
Jute, sisal, abaca
twi nes* 5-10
PP twi nes* 10
Jut e sacks* 20
PP sacks* 15-40

Raw j ute, sisal

coi r, abaca 10 2

Propyl ene 10 0-5
Pol ypr opyl ene 20 6.5
Jute yarn 20 13
Coir yarn 20 13
PP fibres 20 13
Jute fabrics 30 13
PP fabrics 30 13
Jute, sisal, abaca

twi nes 25 13
PP tw nes 25 13
Jut e sacks 30 13
PP sacks 30 6.5
Car pet s 35 30

Raw jute, sisal, 16, 56 | QRA

coir, abaca* for sur charge of
abaca 5% on al

Pr opyl ene 56 50 itens in the

Pol ypr opyl ene* 66 tabl e

Jute yarn* 56

Coir yarn 56 40

PP fibres 47 40

Jute fabric* 96

PP fabric* 96




Country Pr oduct Tariffs Q her
description barriers
Pre- UR Post -
UR
Jute, sisal, abaca
twi nes 96 50
PP twi nes 96 50
Jut e sacks* 96
PP sacks* 96
Car pet s* 96 NAL
Thai | and Raw jute, sisal, 1. 5% busi ness
(cust ons coir, abaca* 30 tax (BT), 11%
duty) st andard

profit rate
(SPR), inport

licence
Pr opyl ene 30 30 1.5% BT, 8. 5-
10% SPR
Pol ypr opyl ene 40% or 30% or 1.5% BT, 16%
8 6 SPR
BHT/ kg BHT/ kg
Jute yarn 30 15 5% BT, 11%
Coir yarn 30 15 SPR
PP fi bres* 30 5% BT, 11%
SPR
1.5% BT, 11%
SPR
Jute, sisal, abaca
twi nes 40 30 9% BT, 11%
PP twi nes 40 30 SPR
1.5% BT, 11%
SPR
Jut e sacks 30% or 30% or 9% BT,
15 15 i mports
BHT/ kg BHT/ kg general |y
PP sacks 60% or 30% or banned
14 7 1.5% BT, 16%
BHT/ kg BHT/ kg SPR
Car pet s 100% 30% or 9% BT, 16%
or 70 21 SPR

BHT/ kg BHT/ kg

Sour ce: Conpil ed on the basis of data fromthe U uguay Round Miltil atera
Negoti ati ons, country schedules (Tariffs), and from UNCTAD TRAI NS
dat abase (Tariffs, Qther barriers).

Not e: Items marked with * were not included in the country schedul es of
t he Uruguay Round negoti ati ons

Baht: national currency of Thail and.



Mai n hard JHF i nporters anbng countries intransition are Russia (ex- USSR
bei ng the second | argest world i nporter of jute products in 1992) and Pol and (raw
sisal inports). The level of protection through tariffs is not high in these
countries. Tariffs nmay, however, be substituted by other instrunents of
protection, such as those linked to foreign-exchange policy. In the Polish
market, the uniformlevel of tariffs on rawmaterial is 5 per cent, wth higher
rates (10-20 per cent) for processed products, and especially carpets (30 per
cent). This level of protection will further fall to O to 18 per cent after the
i mpl enent ati on of the Uruguay Round. The Russian market is entirely open, with
practically all itens i nported duty-free, except sacks and carpets (taxed 15 and
30 per cent, respectively).

2. Access to distribution networks

The market structure in inporting devel oped countries seenms to have a
maj or bearing on JHF export in sonme narkets. First, an unequal power relationship
bet ween devel oped country inporters and devel opi ng country exporters, coupled
with the lack of information about potential buyers, renders effective access
to devel oped country markets difficult.

Secondly, if the inported product conpetes directly or indirectly with
donestic production, vested interests can act as an i npedi nent to these i nports.
Thi s happened, for example, in the EC narket where i nported sisal tw nes conpeted
directly with domestic producers of the sane goods and indirectly wth
donestically produced polypropylene twines. The oligopolistic structure
prevailing in the marketing and distribution of both sisal and synthetic tw nes
inthis nmarket constituted an effective barrier to market access for outsiders.
Thi s meant, on the whol e, that production, inport and distribution of both sisa
and synthetic twi nes got highly concentrated in the hands of a small nunber of
manuf acturers/inporters acting as price-nmakers in their respective regional
markets. The EC manufacturers/inporters thus proved capable, by shifting
resources into what was nost profitable for them at the nonent, or by cross-
subsi di zation practices, to develop a systemin which donestic sisal industry
found its place and to which devel opi ng country conpetitors had to acconmpdat e.
In the USA, by contrast, the market showed a hi gher degree of openness, due to
the al nost conplete separation, and hence absence of |ink between the sisa
manuf acturing i ndustry and the synthetic tw ne industry.
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Table 8. Tariffs on inports of JHF and conpeting synthetic products in najor
countries in transition
(i n percentages)
Country Product description M-N tariff GSP LDCs
Pre- Post -
UR UR
Pol and Raw jute, sisal, coir, 1. 4-
(custons abaca 5 0 0
duty) Propyl ene 5 3 2.1 0
Pol ypr opyl ene 15 9 0
3.5
10.5
Jute yarn 10 6 3.5 0
Coir yarn 10 6 3.5 0
PP fibres 20 12 3.5 0
Jute fabrics 20 12 3.5 0
PP fabrics 15 9 3.5 0
Jute, sisal, abaca tw nes
PP twi nes 15 9-12 0 0
15 9 3.5 0
Jut e sacks 30 18 7 0
PP sacks 15 9 3.5 0
Car pets 30 15 21-28 0
Coir carpets 30 15 10.5 0
Russi a Raw jute, sisal, coir,
(MFN) abaca 0
Pr opyl ene 5
Pol ypr opyl ene 5
Jute yarn 0
Coir yarn 0
PP fibres 0
Jute fabrics 0
PP fabrics 0
Jute, sisal, abaca tw nes
PP tw nes 0
0
Jut e sacks 15
PP sacks 15
Car pet s 30
Sour ce: Conpil ed on the basis of data fromthe U uguay Round Miltil ateral

Negot i ati ons,

country schedules (MFN tariffs),

TRAI NS dat abase (GSP and LDC tariffs).

and from UNCTAD



IV. Action to inprove jute and hard fibres position in the narket

A consensus has general |y been reached, anong the actors involved in the
JHF production and trade, that urgent action is needed to reverse the long-term
declining trend in JHF narkets and to inprove conpetitiveness of products made
fromthese fibres. To this end, further investnent in both technical devel opnent
and noderni zed equi pment in JHF-processing industries and in narket pronotion
are indispensable. Sonme of the supporting activities may be carried out at the
national |evel whereas others could be nore effectively undertaken through
i nternational cooperation or by unbrella international organizations. Anong
t hese, FAO the International Jute Organization (1JO and the International Trade
Centre UNCTAD! GATT (I TC) hold a prom nent place, with UNIDO al so engaged in this
domai n. Cooperation is also vital anong JHF producers, processing industries,
traders and researchers in producing and consuming countries, as well as an
active participation of international organizations, in order to mnimnze and,
as far as possible, to counter the consequences of the |oss of narkets.

A devel opnent strategy for JHF should conprise a range of short- and
long-termmneasures ained at: (a) halting the erosion of markets for traditiona
JHF products and, possibly, expanding their consunption further (in the short
termj; and (b) regaining lost nmarket shares through developnent and
conmerci al i zati on of new, diversified JHF products in the |onger run

A. Traditional products

Traditional products represent an overwhelnming majority of JHF- based
products exports (97% in world jute products inports, for exanple®®). As has
al ready been stated above, JHF in their traditional uses are confronted with
constantly shrinking narkets due to technol ogi cal devel opnents, e.g. in bul k-
handl i ng techni ques, and conpetition from synthetics.

The trend towards the use of nore efficient and cost-saving techni ques
seens irreversible and affects all packaging materials, including synthetics.
However, a jute-based alternative to containerization might be provided by
i nnovated jute internmedi ate bul k containers (JIBC), able to carry a | oad of 500
to 1000 kg.

The intensity of conpetition by plastics vis-a-vis JHF in their
traditional end-uses will continue to be determined by their relative prices,
their respective technical properties and the reliability of supplies. Mreover
a new factor has increasingly been taken into consideration when conparing the
conpetitive positions of both materials. The rising concern over ecol ogy and over
t he i mpact on the environnent of the use and di sposal of synthetic nmaterials has
led to a renewed interest in the advantages of natural fibres. In fact, the
generi c pronotional canpaign for JHF products | aunched by | TC and 1JOwas | argel y
based on the environnental attributes of these fibres.

3 A'M Raza Chowdhury: Devel opnent of appropriate technol ogy and narketi ng
strategies for traditional and diversifiedjute, kenaf and other allied products,
JU EGM CRS. 6, FAO, Rone 1994
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JHF show a distinct conpetitive edge over synthetics in a nunber of
environnent-related areas. First, energy consunption in the production and
transformati on of synthetic raw materials is about 10 tines higher than that
needed for natural fibres. Secondly, while synthetics release considerable
amounts of CO, during their life-cycle, natural fibres absorb harnful gases
rather than release them Thirdly, JHF represent quickly (on a year's basis)
renewabl e resour ces, whereas production of polypropyl ene is based on the use of
non-renewabl e fossil resources. Fourthly, the major advantage of JHF, however
and the nost appealing to consuners' concerns, is related to the waste-di sposa
stage of the product's life.

Natural fibres are fully bi odegradabl e whil e, broadly speaking, synthetic
materials are not, although sizeable anmounts of financial resources are being
spent by the petrochem cal industry to attainthis goal inthe future. Simlarly,
the currently available recycling technology for synthetic materials and waste
collection practices, including manual separation and chemical segregation
practices, permt only a small proportion of synthetic waste! to be recycled
economi cally, as conpared with JHF which are normally recycled except for the
re-use of bags.?® Furthernore, when disposed of, synthetics may have a seriously
damagi ng i nmpact on the environnment, due to the release of a nunber of toxic
subst ances.

On bal ance (see table 9), natural fibres are nore environnentally sound
and thus, less costly to society, than conpeting synthetic materials. Mreover
shoul d environnmental externalities related to synthetics be internalized, the
present cost and price relationship would change in favour of natural fibres,
rendering them nore conpetitive.

¥4 It has been reported that in the United States | ess than 1 per cent of
total plastic waste i s recycl ed (European Cheni cal 21/1989), and about 4 per cent
in Europe (Financial Times 19 July 1989).

15 About 35 per cent of cocoa bags and 50 per cent of nut bags are
currently reused in Europe and an even greater proportion of all used sacks are
recycled (S. Cousins: European practice for disposal and recycling of used jute
bags, ESC. JUICF 93/19, FAO Rone 1993).
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Envi ronnental inpact assessnent of jute and pol ypropyl ene

| Jute | Pol ypr opyl ene

Total energy 3.75-8.02 GJ/t of fibrel 84.3 @/t of fibre
consunpti on

Total CO -1.6-0t/t of fibre 3.7-7.5 t/t of fibre
emi ssi on

Type of + renewabl e - non-renewabl e

resour ces

used

Pr oducti on
st age

+ inproves soil fertility;
+ reduces inci dence of
weeds and pl ant di seases;
= retting waste

bi odegr adabl e, but
resul ti ng oxygen depl etion
in water can increase
nortality of certain fish

Tr ansf or -
mati on stage

- petrol eum based mi nera
oi |l used in batching;

= burni ng production
wast es gener at es energy,
but al so pollutants;

- dust and noi se are nmj or
probl enms as regards work
condi tions

- nitrogen di oxi des and
sul phur di oxi des are
emitted into the air,
contributing to the "acid
rain";

- waste water
wast e contain
bi oaccunul ati ng subst ances
i ke heavy netal s

and solid

- stands for
= nmeans t hat

a negative inpact;

Transport consunpti on of energy consunption of energy 3.9
st age 0.19-0.27 &/t G/t
Consunpti on - mneral oils used in
st age batching tend to migrate
into the foodstuff from
t he packagi ng nateri al
Di sposal + bi odegradabl e, without a | - carcinogeni c substances
st age negati ve environmnent al rel eased into the
i mpact if suitable methods | environnent;
are sel ected (comnposting, - plastic trash threatens
production of biogas); farm ani mal s, birds and
+ re-usabl e; wildlife;
+ recycl abl e - the remains of drift nets
kill marine animals
Sour ce: UNCTAD Secretariat. Al figures taken from Environnental
Assessnent of jute and kenaf, ESC. JU 93/3, FAO Rone 1993.
+ stands for a positive inpact;

findi ngs are inconcl usive.

| mpact
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In view of these factors which wll inpinge on the relative
conpetitiveness of jute and hard fibres versus synthetics, the short-term
strategy for jute and hard fibres should focus on three key issues:

Price conpetitiveness of traditional JHF products, as well as overal
attractiveness for growers, should be further enhanced. To this end, a range of
actions covering each stage fromjute farmng to jute manufacturing need to be
undertaken. First, yield levels need to be increased through the devel opnent of
new varieties with higher fibre content that are nore resistant to i nsect pests
and disease (e.g. by breeding jute and kenaf), by the application of cost-
ef fective agricultural practices and wi der use of appropriate machinery such as
seeders and weeders. Secondly, costs should be reduced at the processing stage
by the i npl ement ati on of newtechnol ogi es and t he use of nore efficient nachinery
whi ch, apart fromcutting costs, would allowfor the use of | ower grade or waste
fibres and inprove the quality of the product. In this context, there is a need
for extension programes transferring new technol ogies to the grassroots |evel

Techni cal properties and quality of JHF products need to be strengt hened.
As regards quality, attention should be paid to: (a) the setting of objective

paranmeters for different fibre grades; (b) the establishnent of testing
| aboratories; (c) the inprovenent of comunication between researchers and
growers; and to (d) the creation of price incentives for higher graded/higher
qual ity products.

The main technical disadvantages of JHF vis-a-vis synthetics should be
reduced or elimnated through R & D efforts. For exanple, the problem of
negatively perceived odour and fibre shredding in jute products nay be resol ved
t hrough devel opi ng new processi ng techni ques. Lighter cloth for sacks suitable
for automatic filling systens may also allowjute to recapture a part of its |ost
mar ket share in packagi ng. Additional strength and resistance in pulling and to
endure pressure mght inprove the relative conpetitiveness of sisal tw nes or
jute wool packs.

As JHF are pronoted rmainly on grounds of their environmental attributes
efforts should be directed towards the elimnation or nitigation of remnaining
problens related to JHF production and disposal. As a result, the credibility
of JHF environnmental clains would be reinforced. Wth regard to jute, |ess-
polluting retting technol ogi es should be introduced. Moreover, nmeans of using
retting waste should be exanmined (e.g. retting-cumpisciculture).

A maj or problemin jute packing is currently caused by concerns about the
presence of certain hydrocarbon residues due to the use of m neral batching oi
in jute processing. The replacenent of mneral oils by vegetable substitutes
(palmoil, castor oil) requires substantial capital investnment and results in
performance and efficiency |osses.' Mreover, even vegetable oils are not
necessarily w thout environnental risks as they encourage mould growth and
infestation. For this reason, producers argue that it would be excessively
demandi ng to require conplete elimnation of hydrocarbons in the short run. An

7 I'n Bangl adesh, for exanple, the extra production cost for hydrocarbon-
free jute products is estinmated at about 10 per cent above the traditiona
products.
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option might be to reach an agreenment on a reasonable and safe I|evel of
hydr ocar bon resi dues, given also the fact that no objecti on has been nmade to the
use of mineral batching oils for rice bags in Japan and al so because a wi de range
of cosnetic and pharnaceuticals are based on nineral oils and yet cl eared wi t hout
apparent concern by health authorities.

Further problens arise with respect to the clainmed reusability of JHF
manuf actures. OM ng to wage rises in devel oped countries, the cost of opening
the stitching of jute bags correctly appears too high as conpared with the price
obtai nabl e for used sacks. Many bags are therefore cut open manually or by
aut omati ¢ bag- openi ng equi prent. This renders the bag usel ess for re-use. A nost
obvi ous sol uti on woul d be the devel opnent of a qui ck-rel ease bag-cl osure system
Recycling is hanpered by the presence of synthetic materials, such as
pol ypropyl ene sewing yarn. A return to jute sewing threads would therefore be
required.

More stringent environnmental |egislationis beingintroduced in devel oped
countries, according to which the producer or inporter of a package to a
particul ar country has to organi ze and pay for all necessary neasures to di spose
of the used packagi ng. This was, anmong others, intended to encourage the use of
easily recyclable materials. In Germany, for exanmple, the charge for recovering
packaging is set by the German Dual System the reference body for recycling
charges, at DM 0. 20/ kg for packagi ng made fromnnatural fibres as conpared with
DM 3.00/ kg for plastics. However, in a number of countries, recycling of JHF
encounters the problemof the lack of recycling facilities for this particular
mat eri al . Consequently, buyers may give preference to | ess environment-friendly
packi ng for which recycling facilities are in place.

Ther e have al so been sone concerns about the environnmental inpacts of JHF
production, especially in relation to the use of fertilizers, herbicides and
pesticides. In reality, peasant farners grow ng these crops can seldom afford
agricultural chemicals and chem cal pollution caused by their use is therefore
rather | ow. However, market acceptance of JHF products m ght be fostered if a
credible certification system for organically grown or chenical-free jute is
devel oped. To qualify for this certification, jute products may need to neet the
following criteria: (a) grown with organic fertilizers; (b) free of chenical
pesticides; and (c) free from petrol eum batching oils.

B. Non-traditional products

G ven the long-termerosion of JHF traditional markets, the devel opnment
of new diversified products has become urgent, possibly outside the area of
conpetitionw th synthetics. If successful, this strategy nmight, inthelongrun,
reverse the declining trend in JHF products market shares and, hopefully, open
new outl ets for these natural fibres. As a matter of fact, a nunmber of new uses
of JHF have been developed in recent years, which, though accounting for
relatively small quantities of fibre at present, seemto offer potential for
future devel opnent. Two broad categories of products can be identified in this
context: (a) non-traditional products for technical uses; and (b) non-traditiona
consumer products. Pronotional canpaigns for both of them strongly enphasize
environnental friendliness as a najor attribute, apart froma conpetitive price
and technical properties. Hence, three attributes are frequently used in
pronmoting JHF products: "effective, econom ¢ and environment-friendl y".
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1. Non-traditional products for technical uses

These products capitalize on superior environnmental performnce of JHF
Vis-a-vis conpeting materials. Two environnent-friendly properties of JHF are
enphasi zed while pronoting this group of products, namely biodegradability and
qui ck renewability.

Taki ng advantage of biodegradability (absorbed by nature within 3-6
nont hs) the production of geotextil es and geo-engi neering material is considered
to be one of the diversified end-uses of jute offering the greatest potenti al
JHF have a natural appearance and deconpose once the protective vegetation has
beconme established. Mreover, their residues are beneficial, adding substances
whi ch i nmprove the structure of the soil

The present market of geotextiles is estimated at 700 nillion sgq. netres
and expected to reach as nuch as 1,400 mllion sq. netres by the turn of the
century. For the time being, however, this market is dominated by synthetics.
Infuture, JHF geotextiles, with their inherent advantage, nay have the potentia
to gain alarger share of this expandi ng market, especially in civil construction
(erosion control of nountain slopes, road and railways slopes and cana
enbankments, etc.) and agricultural uses (mulching, nmoisturing, horticultura
pads, etc.) Recycled fibres can al so be used for these purposes. Jute geotextiles
are already conmercialized under different brand names, such as "Ceo-jute",
"Soil-saver", etc. Geojute being a bulk item its increased use could partly
of fset sone of the | oss of markets for jute in traditional products. Technol ogy
to produce geotextiles on the basis of sisal is currently being devel oped as
wel | .

In order to enhance the use of natural fibres-based geotextiles, market
devel opnent progranmes are consi dered crucial al ong with educati on of users, such
as the national corps of engineers, highway-construction departnents,
construction industries and nunicipalities with responsibilities for prescribing
standards for geofabrics and for the selection of the appropriate type of
geotextil es.

Quick renewability of JHF is a prom nent feature in narket pronotion for
paper nmade fromthese fi bres where sl ogans were used, such as "Paper fromaquickly
renewabl e natural resource", "Save old forests and grow jute for naking paper”
or even "The tree-free paper". Good prospects seem to open up according to
t echno-econoni c viability assessnments of pul p naki ng, to kenaf, due to its | ong-
fibre properties and lowlignin content, especially in the manufacture of
speci alty paper. Kenaf has the hi ghest pul ping potential anong conpeting fibres
and it can grow fromseedlings to a mature 20 feet tall plant in 120 days. Its
use in the paper-mnmaki ng i ndustry may be particularly pronmsinginrapidy grow ng
Asia where the raw material supply for the production of paper poses a mngjor
problem Already in Asia, non-wod fibre-pulp production (from rice straw,
banboo, reeds and leaf fibres) is twice as great as wood-pul p production, but
still insufficient to neet the anticipated | ocal requirenents. The Phoeni x Pul p
and Paper Conpany has al ready been produci ng paper pul p fromkenaf at Khonkaen
Thai | and, for some years.

A new, important growth area might open in a nore distant future to JHF
in the production of conposite materials. In the USA, for exanple, a notor
i ndustry has been working on the devel opnment of conposite fibre nmaterials
suitable for the mnanufacture of a sinple vehicle body. Simlarly, in the
Net her | ands and Brazi |, ot her conpani es are al ready suppl yi ng non-woven naterial s
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to the autonotive industry. Jute/polynmer conposites seem to have consi derabl e
advantage in these end-uses over conventional glass fibre/polyners.

2. Non-traditional consumer goods

I n order to nake significant inroads into nmarkets of devel oped countri es,
di versified consuner itens produced fromJHF may capitalize on emerging market
trends and changi ng consuner values. Three predom nant features in consumer
behavi our may be instrumental in positioning JHF products in the market, nanely:
(a) a preference for environment-friendly and natural products; (b) attraction
of "authentic" products; and (c) interest in "third world" or "fair" products.

Envi ronnental benefits of JHF fit the environnmental concern of consuners
and correspondi ng governnmental policiesinindustrializedcountries. These fibres
are also well suited to the category of the "natural store" for chairs,
furniture, hone textiles, carpets and clothing. At a later stage, this market
coul d be extended to general stores. The green J-l1ogo "Jute. The natural fibre."
of the International Jute O ganization and the slogan "The natural fibre is a
natural choice" accurately reflect the environment-friendly component in JHF-
based products.

The attractiveness of jute as an "authentic" and "real" product falls
into a consurmer trend in the 1990s, characterized by the return to "authentic
products and lifestyles", without artificial colouring, taste, additives and
ot her ways to "i nprove" the product. Many consuners start to prefer the authentic
and real over the artificial product.

A segnent of consuners al so favours and buys "third-world itens" in order
to help the countries of origin by paying a fair price to producers in these
countries. This is inspired by feelings of fairness, equity and contribution to
the redistribution of inconme at a gl obal scale. Third-world stores and magazi nes
in the West are corresponding outlets to reach these consuners.

Consuner itens nmade of JHF include floor coverings, wall coverings and
hone textiles, bags and | uggage, shoes and cl ot hi ng.

The use of synthetic materials for carpets and carpet backing has led to
a debate in devel oped countries over indoor air pollution. The awareness of the
“sick” building syndrome now affects the choices nade by interior designers and
architects. JHF (jute, coir) floor coverings offer the inportant advantage that
they are free from synthetic backing, scotch guard and nany of the other
chemicals found in flooring products. Sales of JHF carpets are al so supported
by the switch to the natural look in interior decoration

JHF, and particularly jute, have a special appeal for applications such
as curtain naterials, upholstery and wall coverings. They give themthe texture
of a natural material and the touch of warnth. Jute wall coverings had a
considerable market in Wstern Europe, but because of technical problens
i ncluding colour fastness and the presence of lignin they are displaced by
alternative materials. These problens need to be addressed urgently for the
successful devel opnent of this end-use. This is also inportant in the |ight of
the fact that the production of decoratives has a special significance for
enploynment in the traditional handloomindustry, especially in India where it
enpl oys around 10 mllion weavers.

As regards | uggage, the main potential for jutein particular lies inthe
hi gh- f ashi on handbags, with sonme opportunity also for soft travel |uggage. The
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shoppi ng bag market represents another opportunity if the | ow priced synthetic
bags coul d be substituted by reusable jute bags conpetitively priced. |In view
of the growing environnental concerns and waste disposal problem |ow cost
di sposal bags for dry waste nmay find a potential market in the devel oped
countri es.

Jute fibre can be used along with cotton or wool for manufacturing
fabrics which are suitable for blankets and apparel such as suiting materials,
shirting, wappers, jeans, cardigans and jackets. For exanple, a blend of jute
and cotton, called jutton, has been devel oped. For this use, it is indispensable
to develop finer yarn and suppress the natural hairiness and roughness of the
fibre.

Non-traditional JHF products still represent a fraction of JHF products
imports (3 per cent in the case of jute). Al though sone of these products have
been devel oped for quite some tinme now, no breakthrough has yet been achi eved
inselling themin bulk. The pronotion of diversified JHF products is admttedly
a new concept and therefore newindustrial and marketing approaches nust evol ve.
The conprehensive strategy to be followed in this regard should enconpass the
encour agenent of R and D in devel opi ng new uses through adoption of appropriate
technology and facilitate conmercialization of new products through material
incentives, at least initially. The establishnent of market channels with close
links with end-users, or the full use of existing facilities, as well as vi gorous
publicity for new products al so are i nportant measures to i nprove the nmarketing
of diversified jute products.



ANNEX

Har noni zed Systemtariff itens

Product description Tariff item nunber
Raw jute fibres 53.03.10
Raw sisal fibres 53.04
Raw coir (coconut) fibres 53.05.11
Raw abaca fi bres 53.05.21
53. 05. 29
Pr opyl ene 27.11.14
29.01. 22
Pol ypr opyl ene 39.02.10
Jute yarn 53.07.10
53.07. 20
Coir yarn 53.08. 10
PP fibres 55. 03. 40
Jute fabrics 53.10. 10
53. 10. 90
PP fabrics 55.15.91
55. 15. 99
Jute twi nes 56.07. 10
Si sal twi nes 56. 07. 29
Abaca tw nes 56. 07. 30
PP twi nes 56. 07. 41
56. 07. 49
Jut e sacks 63.05. 10
PP sacks 39. 23. 29
Car pet s 57.01. 90
57.02. 10
Coir carpets 57.02. 20




