CHAPTER -l
INTRODUCTION

1.1 Executive Summary

The art of weaving is an old tradition in NepaspEcially in the mountainous region of the
country. Radhi, Pakhi, Bakkhu, Darhi are well knoNepalese products produced using
indigenous wool in this region. The marketing adgb products was confined to the domestic

market.

The development of an export quality carpet wégted with the influx of Tibetan refugees
in the early sixties. Credit goes to the Swiss Asgmn for Technical Association (SATA)
for their contribution, in the development of thermet industry in Nepal though financial and
technical support to the Tibetan refugees' resedtte programmers. In the beginning, it was
launched as a source of live hood for the Tibefngees and marketing was limited to
tourists visiting in Nepal. Efforts to gain acceesthe international market area paid off in
1964 A.D. when the first commercial shipment left Europe, namely Switzerland with
vision and entrepreneur skill, it transformed irdo nationally recognized commercial

commodity and remains the most important exportipeo from Nepal.

During the four decades, carpet industries in Nepald establish the solid foundation of
export in international market. Thus the developima&ncarpet industries has been a gift
contribution to the country as being the biggestidwal item, playing a vital role to the

development of national economic growth, contribgithighest foreign currency earning
sources and providing maximum employment to thentgupeople. Nepalese carpets have
been able to win the international recognition doig¢heir unique qualities. At present 90
percent of the production of carpet is concentratedhe Kathmandu valley with the

remaining 10 percent spreading over a number @ratistricts of the country.

The Nepalese Tibetan carpet contains a very highegeof hand processing and qualities
ranging from 60-150 knots per square inch. Regylaafe guards are in place to ensure that
only highest quality fleece wool is imported foreum these carpets. Buddhism basically
influences the traditional design of the Nepaledgefn carpets but in recent years the
Nepalese manufacturers have introduced modernrdesid colors in line with the present



day market tests. A wide range of sizes have regdlélee traditional size and in shapes such
as round, octagon and customers shapes. The detsagns, styles and shads are the
creation of local designers and engineers with leggdeedback from the market.
(www.nepalcarpet.org)

Hand knotted woolen carpet knitting profession wasverted into industrial form under

Swiss government co-operation to the refugees paNafter entering the Tibetan refugees.
This shows the development of carpet manufactusimg) shows the development of carpet
manufacturing and export trade of carpet. Beforé318 very few people in nor then hilly

region such as Jumla, Darchula, Jomsom etc. wagagex in producing carpets for their
household uses. The export datum is not availdimetshow many carpets in which country,
where exported before FY 1971/72. From 1971/72 gouent of Nepal has been keeping
national wise data of hand knotted woolen carpefY 1971/72 the hand knotted woolen
carpets had been exported to value of Rs. 1.7iomsllwhich was 33 percent of total export
of the country. Similarly, in 1979/80 it was expaftto value of Rs. 50 million. In 1992/93 it

was exported to value of Rs. 9520 million. It was peak point of export. In 1997/98 it was
exported about of Rs. 7703.7 millions. Then it waported in decreasing trend. In 2007/08 it
was exported about of Rs. 5961 millions. Now, ipat trend is slowly incremental. The

main market of Nepalese hand knotted woolen casp&ermany. In average more than 42
percent market is in Germany but in FY 1999/200@as occupied 80 percent of whole
export. Now a day the trend of export of hand kewivoolen carpet is increasing in Turkey,
Belgium, UK, USA, Netherlands Switzerland, Austribaly and Canada. The main

competitors of Nepal are Iran, India, China, Afgistan and Morocco. (Carpet from Nepal

2008, Year 13, Issue 1 pp: 21:26)

Hand knotted woolen carpets are among the var@sr$ intensive manufactures traded in
the world today. A few developing countries espécia the production and export of hand
knotted carpet producers while industrialized naitrom the main market. For Nepal a least
developed country (LDC) with a Gross National Paid(GNP) per capita income $
1040(World Bank annual report, 2009) in 2008- carpanufacturing is one of the primary
source of foreign exchange. The country is ranketha 14 largest product of carpet with
1.09 percent share of the world market. For thenecty characterized by a large primary

sector in terms of the population, which dependsagnculture, carpets contributed 22



percent of non-agricultural gross domestic prod@&DP) in 2005. At the end of tenth plan

2007, the carpet sector has provided jobs to ar@0#4l of total manufacturing employment.

Nepalese carpet has earned an excellent reputatithe European and American markets.
The export of carpet from Nepal has crossed thddvasf more than 60 countries; the main
market still remains in Germany. The handwork, tvég, ingenuity and honesty of the
manufactures assisted by a close collaborativecsttnom the overseas buyers are reasons
behind the steady growth of Nepalese carpet indusmtd its international market share.
There are quite a few distractive qualities of Nepa carpets, which are generally identified
by the density of knots. The major productions iaré0 knots quality but demand for 80
knots, 100 knots and above 100 knots quality asgi The universal density of 70,000
knots/nf and 3.80 kg weight in 60 knots quality carpet wias standard up to every
seventies. But the introduction of strong chemveash and market demand in Europe led the
manufactures to change their products to beat ghiekproducts. The present day quality of
Nepalese Tibetan carpet of 60 knots would havenaitjeof 56000knots/fand the weight
range from 4.5 to 5 kg, where in 80 knot would h80eD00knots/thwith a weight of 3.5 to
4.25 kg and in 100 knots the density would be 10@Bknots/m and the weight varies from
2.5t0 3.5 kg.

Nepal has become 1%member of the world trade organization (WTO). Beihe member
of WTO, it also can get the market access and ritagket facilities by different countries
equal to other LDCs which ultimately help in carpgport. Carpet gets the GSP facilities by

many council tries.

1.2 Focus of the Study:

Hand knotted woolen carpet is the highly sophiséidaproduct, which is used for the
decoration and floor covering. The harmonized colambinations and the thick pile of this
rouge are the main features. Having phased oujubta system, the export of garments will
not be possible. In this context, the governmemukh protect this industry, but so many
problems and challenges are existed in front otHrpet industry and its export in present.

Nepal stands at a very good position in the gldizaid knotted woolen carpet export trade.
Nepal has also achieved by success and occupiak jace in top ten exporters list. Big

amounts of carpet, advanced technology are noiregtjtor carpet industry. So it is suitable
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for LDCs, like Nepal. This study will try to focumainly on the overseas export of hand
knotted woolen carpet of Nepal in relation to batwof trade position. The share of carpet
export in total country's export is internationaanket. This study will also try to cover
production aspect and trade relation of Nepal.

Nepal the new comer in the foreign market is hardgmpetent to face the intense
international communication. The scientific markesearch and area survey in foreign
countries must be undertaken to be familiar with ¢cbmplexities of international market and

their trade.

1.3 Statement of the problems

Nepal woolen carpets have being supported to rettade deficit because Nepal. Always
faces huge deficit trade. Large numbers of peopebaing employed in these industries. It
has made positive impact in both employment geroeraind foreign currency earning which
are the main obstacles of Nepalese economy. Loottiig) positive side, woolen carpet

industry may have brought future in Nepal.

Nepalese carpet export has comparative advantagehefp labour cost. Nepalese
manufactures use New Zealand wool and to a cedgiant the Tibetan substitute. So,
Nepalese carpet industries may fail if the poli€yvool exporting countries changed for the
long run continuity growth carpet industry attentshould be paid in these aspects. Nepal is
a land locked country so the sea-coast is alse dait Hence, transportation is the major
problem of the export, problem of hand knotted etspmost of the carpets are exported to
European countries so export of carpet from Nepalth be air freighted which is of course,

very expensive and its costs automatically increase

Specially, Nepalese people living the hilly and mi@ainous area still producing carpets using
the locally available wool and in traditional teajures. But due to the inadequate knowledge
and experience about the wool and proper produdgohnigues the manufactures are not
sufficiently successful in producing quality capaBesides these, shortage of skilled labour,
use of many child labors, lack of designers, imfequality of product, poor packaging,

limited publicity, import of quality raw wool andxport change in our foreign exchange are
the major problems of our carpet export trade. @rapternational market research has not

been done yet. So, exporters have extremely ncepiopwledge about market trends, which
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is most important factor of the product in perfecimpetition market. Available research has
not been able to reveal the correct trends of ddmatrengths, weakness and market
strategies of other competitions. Furthermore thesevarious reasons that the export of
carpet is being up and down. Due to unreality aethyd and high cost of air freight

discourage the exporter to increase the trade.

1.4 Significance of the Study

In the beginning, Nepali hand knotted woolen capeéere exported as souvenir and gift
items. Within forty one years it has converted iotuntry's main exportable item. So the
country has to expand its export but here are problof carpet expansion and promotions.
Some suggestions about the solution of carpet éxpoblems are the main purpose of this
study. This study gives more information aboutgh@blem of carpet export and international
market. That is way this study will be beneficiar fall the persons who are directly or
indirectly related to carpet exporting and carpetustry. In this context to find out the

market potentiality and measure to solve the problef export are the significance of the

study.
1.5 Objectives of the study

The main objective of this study is to analyze elkport aspect of Nepalese woolen carpet in

overseas countries. The specific objectives okthdy are:

a. To Study and analysis the problems and prospectsvaolen carpet exports to

overseas countries.
b. To evaluate the export trends of Nepalese woolguet#o overseas countries.

c. To examine an international market of woolen cagmet the market share of Nepalese

carpet and its contribution to the national economy

d. To assess the promotional strategies for internatiomarket and suggest for future

betterment on the basis of Study findings.
1.6 Limitation of the study

Due to the lack of time and the environment allgbeans on woolen carpets export cannot be
included. This study deals with the export aspemttswoolen carpet trade only and

highlighting the problems relate to carpet expartin
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This study only analyzes about the export problant prospects of Nepalese woolen

carpet.

This study only depends upon some secondary datamn8ary data related on TPC,
FNCCI, NRB etc. and various carpet related websites

This study covers only export value for trend asisly
This study is limited up to mid July 2008.
This study doesn't find out promotional strategiesdetails.

The data from several Nepalese government orgamizaére not same.

1.7 Organization of the Study

The whole study is divided into five chapters. Tiitées of each of these chapters are

summarized and the each chapters of this studgraay mentioned here.

a)

b)

The first chapter deals with the subject matterseiimg introduction, focus of the
study, statement of problems, significance of thedy objectives of the study,

limitation and organization of the study.

The second chapter deals with literature review Witk include a discussion on the
conceptual framework of carpet export, Review flomoks, Journals, Thesis, Reports,

Newspapers and websites.

In the same manner, Chapter three is concerned negbarch methodology. This
includes research design, nature and sources af pa@pulation and sample, methods

of analysis etc.

Chapter four deals with the required data presemtand analyze through the way

given in the methodology.

In the last chapter, summary and its findings, sstigns and recommendations are

included.

At last but not the least the bibliography and ajliees are incorporated at the end of
the study.



CHAPTER -
REVIEW OF LITERATURE

2.1 Concept Related Review

For this study different related literature, reporarticles, books, magazines, newspapers,
seminars papers and thesis have been consultehislstudy, some of the pestilent study
reports have been reviewed to find out new aspfeitteoentire carpet sector; multiple topics
are covered in this study, which is used to anatheeissue faced by the Nepalese carpet

industries.
2.1.1 Carpet Industry in Nepal

The history of Nepalese Hand-knotted carpet ingusir Nepal is not new. The carpet
production was started significantly in Nepal wher1959/60; thousand of Tibetan came to
Nepal as furfures. Several international bodies iitial effort of Dr. Toni Hagen)
established different reception camps in Nepalstaded to help them at the beginning. The
another view carpet industry in Nepal is a long thtitional carpet works belonging to
shepherded classes mostly scattered in northemmdaoy of Nepal. Under cottage and small-
scale industry at that time of department of HMGwas limited to the training program.
Only in B. S. 2020, this department had establistweal private sector industries in Patan
Industries Estate. One in Nepalese carpet indy8tjyLtd and another is Nepalese craft
Industry (P) Ltd. These industries could not proengignificant too. For long term settlement
to make the Tibetan self-resident and economicaltiependent, Swiss government was
honored by Nepalese government to peruse thid rebek. Then SATA opened one of the
campuses at Jawalakhel in Kathmandu valley antedt&andicraft training work for them.
The most suitable world was found at carpet weaumntheir traditional system. Then, the
carpet production was started in Jawalakhel haaficenter from the Tibetan refugees for
the first time in Nepal with commercial purpose gell in Nepal as well as in foreign
countries. Since then Tibetan carpet become a ifidagtuvenir to the tourists to take back
to their home decoration. To sell the Tibetan calpeforeign countries the first sells
showroom of Nepal was opened in Switzerland in 1864 Then industries in Nepal were

also established in Solukhumbu and Pokhara.



Himalayan federal democratic republic of Nepal,dlacked countries were 80 percent of
economy is based on the traditional agriculture 3hpkercent of people are still living under

the poverty line. (Tenth plan report)

As the most terrain of land belongs to hill, highshmountains and only 10 percent are the
terrain pains and the agriculture fully dependstlo@ seasonal monsoon, which is often
uncertain. It cannot provide employment to peoplefdill time and hence only alternate for
the people left over is to take refuge in Urbarmaamhere these are opportunity to work as
manual lablour. This is true especially in the aafspeople from mountain area.

As the urban area also do not have multiple chdicesbsorb the ever increasing influx of
marginal lablours, the only available resource he tarpet industry which is providing
employment to 40 percent of the total manual lablfmuce of the country. The carpet
industry is providing opportunities not only to tleever class houses. It is no wonder that the
carpet industry enjoys the ranks to top most amtirey industries to earn the foreign
currency. But ever so, it has to face the fluch@tnarket especially in export market area.
This is because of the diminishing quality and géad of the product and the consequent is
less demand in the international market. Here &mgs are to be put on the carpet
manufacturers, export and trade houses themséestuture prospectus of carpet industry
depends on the standard quality and exploratidgheofew international market and these are
basically the responsibility of the local carpet nufactures and entrepreneurs.

(www.nepalcarpet.org)

Though people residing in high hill of northern épal. Tibet have traditional of sheep
farming for their domestic consumption purpose, ool for the individuals purpose have
to be fully imported from New Zealand and Tibet lehtolour from Switzerland. The only
one domestic cotton factory could not meet the awlmas such as cotton treads has to be
imported from India and other sources. At the firsbod used to important from India and
other sources but after wool used to import frorbeTiand New Zealand but other wool

producing countries also have shown their intei@stepalese carpet industries.

Gifted skilled manpower constitutes the lion’s ghar the success or production of quality
carpet. Wool as the prime constitute should beigti quality, washed, and cleared, coloring
the threads as per the requirements designed dtedrpaith right proportion of chemicals

and color. The cutting of design and washing offthished carpet also enhance the beauty.

The required manpower is sufficiently availablenfirdomestic sources till date. The demand
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of quality and standard carpet calls for trained akilled workers. The general practice of
imparting training is on the job training by empluy trainees to be attached with two
numbers of skilled workers on the job itself thiet trainees become independent enough to

share their earned skill with the incoming frestirtees.
2.1.2 Foreign Trade of Nepalese Carpet

In today’s world trade activities can remain coefirwith the boundary of a country. Modern
communication and efficient transport network haalenthe world close and created ample
opportunities of trade and business. Taking adggst@f modern technological development
almost every country are trying to achieve the raaflr their product. Similarly, all the
entrepreneurs are also keen to expand their bssiaes they are eager to promote their
exports. All these activities are not possible withforeign trade. Trade plays a vital role in
fastening balance of payment as well as other dpwent efforts of the country of trade.
Foreign trade is the key factor for the economiisement of the country. Since the foreign
trade plays an important role in the industrialmatof a nation. Its contribution is of great
importance for the developing country like Nepalthie foreign trade especially export trade
has very important role to play for the developnarthe country.

In the past, the foreign trade of Nepal of carpas Wimited. Nepal has become f4nember

of world trade organization. Being the member of @/t also can get market-access and
free market facilities by different countries eqt@lother LDC’s, which alternately help in
carpet export. Carpet gets the GSP facilities froany countries. Especially after 1960s,
because of Nepal’'s participation in the internalotrade fairs and inhabitations, more
demand for Nepalese woolen carpet in internatiomadket could be created. Such a growth
in trade has better impact on Nepalese overall@oondevelopment effort. Nepal can easily
export of Nepalese Hand knotted woolen, carpet rti@e 60 countries. (www.cwdb.gov.np)

Foreign trade sector has emerged as a priorityps@ttNepal. Volume of carpet’s foreign
trade (export as well as import) has been incrgagsgmendously since 2006. In the recent
research the trade of carpet is increasing in USiékey, Belgium, UK, Netherlands,

Switzerland, Austria, Italy, Canada and other coast
2.1.3 Carpet’s Contribution to National Economy

Woolen carpet was taken as a personal use at Afstr some time it was taken as a

complementary product of tourism industry. Befor@72/73 the export record are not
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available but in some quantity it has exported trr@any. After 1972/73 the export data
have been maintained by Nepal Government. Sindeptdréod we can know that how much
foreign exchange have been earned by the coursygh woolen carpet exporting. In 1973
the foreign exchange equipment Rs. 1,703,000 waskerl and in 1980 Rs. 55,370,000 in
1990 Rs. 2,498,694,000 was earned. In this waygdineet industries have been able to earn
large value of foreign exchange in the country, althis very important to country’s
development. Carpet industries of Nepal such ansing where typical Nepali people and
have protect to flow Nepali money to foreign. Thgat was in peak point in 1992/93 then
after it was decreased till 2005 then after we 5@ carpet export is increasing in increasing
trend. After phased out the quota system of tegtiget sector is the main product to get the

foreign exchange.
2.1.4 Carpet Marketin EC

Nepalese Hand knotted woolen carpets’ market irEtBenad an estimated retail value of US
$ 11 billion in 1990. In 1991 carpet sales fellrgiyin the most EC markets, and growth of
any significance was unlikely in 1992-93 owing tontnuity of recession in the major
countries. Within the WC the whole carpet consumpis dominated. Northern European
markets, especially Germany and the United Kingg@mcapital consumption of carpet in
these two markets were 5.26 square meters andsdudre meters in Mediterranean areas.
Belgium manufactured 400 million squares meterscafpet in 1991, dominates EC
production and exports. Other sizeable producexsGarmany (177 million) and the United
Kingdom (141 million) but their exports were smadllative to the usage for domestic

consumption. (Carpet Annual Bulletin 2002 pp 32-38)

In 1991, Netherlands consumers spent Dm 1.8 biliornfloor covering equivalent to just

over 40 million square meters. In volume terms dstrnedemand for carpet feel by 100
million square meters between 1987 and 1991, bist dlecline in volume was partly

compensated by the increasing demand for bettelityjueore expensive carpets. The
Netherlands has a sizable carpet industry, whiodyred 85.2 million sq. meters in 1991, a
very high proportion of which was exported, impastsre growing and increased from 48.9
million square meters in 1989 to 62.6 million iMM19 Other EC sources particularly Belgium
and Germany, accounts for over 85 percent of ghloints and completely dominate trade in

tufted and needful carpet. Developing countriesuies mainly in supply of hand knotted
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carpets and woolen carpets, where they accountfgrercent or all imports. (A.G. Sherpa,
Carpet bulletin, Vol. 3 years 5, 1996 pp 5-6)

Nepalese woolen carpets whole market is in EC cmstEC countries import about 600
million square meters of carpet per year and tmeation of imports had been increased in
all markets. Besides Germany, UK and France, di@source supply nearly 90 percent of
all imports. Sources in developing countries arg significant in the supply of hand knotted
and woven carpets. India accounts for nearly 3@guerof all EC carpet imports from
developing countries. Other significant sourceslude China, Iran, Turkey, Morocco,
Pakistan, Nepal and Mexico. Free trade between EGers states after 1992 and the
opening of trade with the EC countries and marketSastern Europe will make the follow
of goods between markets easier and more effidentpetition will be thought not only
within national boundaries, but also on a largdesbatween major retain groups and large
international operating manufacturers and tradems. Netherlands can perform an important
role as a gate way market to the EC from Expordérdeveloping countries. (K. P. Maskey
“Carpet bulletin” Vol 3 years 5, 1996 pp. 23)

The preliminarily mission was set up from 08 Novembto 15 November 2006
approximately 2 weeks before the business missibich was organized from 29 November
to 06 December in Kathmandu. The programmer waanizgd for joint-session in the CCIA
within the European partners in Nov 2006. This pmots plans general national and
international development programs, supports madgsarch services, financial consultancy
international marketing consulting, public relatiservices. The purposes of the programmer
were to enhance the market opportunities for Neygabarpet industries in European Nations
to establish a long-term business relationship narog With it lay with a tremendous vision
to increase carpet export in European marketsrfianpting Nepalese carpet manufacturing.

It was encouraging to note in this respect thatBbewhich is Nepal’'s largest carpet export
destination is facilitating process and financiggrading for Nepalese supply capabilities
and ways to market these capabilities. Since 20@5EU has been running up gradation of
the Nepalese carpet industry its Asia invest prognar. The aim is to upgrade quality
standards through advance carpet designs as peeéus of European, American and other
selected Asian countries and weaving graphing, ndy@nd marketing training measures.
According to an industry source, the completiontred programmer would help Nepalese
carpet “region competitiveness”. (Carpet Annuall&irh 2007, pp 42-45).
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2.1.5 Government Policies on Exports of Woolen Cagt

Government of Nepal has launched different tradieips to develop export trade of country.
Different types of acts have been enacted by gowent toward development of export trade
of country. In the process of providing differerdgcilities on export, government had
developed tax, custom and foreign exchange polmmesxport. But except common policies
on export the special policy of woolen carpet expbiave not been brought by government.
In general government has brought following actdevelopment of export trade, which is
closely related to woolen carpet export. Labour 2892 and child labour (Prohibition and
Regulation) Act 2000 (enacted since Nov. 2004.) taeetwo laws that are applicable to

Nepalese carpet industry and carpet workers.
» An Industrial Enterprise Act 2049 B. S.

Nepalese Hand knotted woolen carpet industry tedisinder domestic industry under this
Act. This act adjustment sales tax, local taxesastcnot charged on woolen carpet industry,
and the income tax is not charged on income frorpetaexport. Similarly, if some industry

sold, its product on the condition of receivingdign currency in Nepal, the charged sale tax,

local tax and tax charge on subsiding industry ballreturned by government.
2.1.6 Carpet and Wool Development Board (CWDB)

The CWDB is established for the promotion of Nepalearpet by NG. The board is the only
legitimate government authority entrusted with teégponsibility of ensuring quality in both
the wool and the product itself. The board makegiler in separations of carpet industries

and monitories the use of wool. The main objectinetude:
a. To promote the carpet in international market.
b. To control of the quality of wool being importeddatine carpet produced.

c. To participated in national as well as internatiomade fairs, and exhibitions for

carpet promotion.

d. To train people for producing wool related itemeelicarpet wearing, yarn dyeing,

washing, Pashmina shall and sweater also.

e. To build infrastructure for the welfare of carpet@oyees.
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f. To organize interactive programs for solving inimérproblem lying in the carpet

industry.

g. To conduct research and studies on various aspEctsarpet industry market
strategies and quality control.

h. To carry out specific programs related to environtyllution child labour.

I. To facilitate production and export process in ela®operation with government
authorities and people involved in production, ex@md promotion of Hand knotted
Nepalese carpet.

The board has fully fledged laboratory facilities €hecking the quality of wool and also the
product itself. It provides laboratory facilitiesaining of dying, weaving, spinning and
productions of other woolen items. The board isvaithg GSP certificates to the carpet

exporters.
2.1.7 Production Process of Woolen Carpet

Prior to 1984, no machineries were used in the yoton process. The whole process from
the sorting of the wool to the packaging stageneffinished product was carried out by hand
process. The production process of Nepalese cargiatles.

i. Wool Sorting and Washing

Wool from Tibet is generally imported in raw frorequiring careful sorting to pick-out the
foreign particles such as vegetable materials. Tibetan wool also requires washing to
remove dirt and executive grease which is followgdsub drying for two to three days. The
Tibetan wool has a strong good fiber, a good lysiad a high resilient value. The New
Zealand wool is imported in scoured from New Zedlarool is imported in scoured from
New Zealand wool is of 36 micron, 100 mm barb laratd is identified as type 128. British
wool meeting regulatory standard have also stdré®oly available in the market.

ii. Carding

The carding process allows the fiber stands to Bovoothly when spinning. This is also the
stage for blending different wool when spinningisTis also the stage for blending different
wools and to ascertain the ratio of different orggiTraditionally, carding was performed by
hand and machine carding was introduced when ttiestry grew. However hand carded
product is still available if a customer so desires
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iii. Spinning
The carded wool is spun into yarn by hand usingltte(spinning wheel). The experienced
Nepalese spinners are capable of producing coarsech as finer yarns for higher knots

carpet. The thickness of the yarn depends on thétyjof the carpet and generally a 3 ply

yarns is used.
iv. Dyeing

The traditional pot dyeing method has been largeptaced by machine dyeing in closed
chambers. Dying was carried out in huge coppereless past. But with the introduction of
machine dying better fastness has been obtainexh thle use of synthetic dyestuffs has
provided a large scale of spectrum colour. Duesaioimg harmful substances such as AZO
are banned and dyestuffs from renowned in traditionanufacturers are used. These dyes
have a high degree of fastness. The dyed yarnohlas dried in the sunlight for one to three
days depending on the weather. Pot is dyeing agdtable (national) dyeing is still being

used by some manufactories.
v. Knotting

Carpet knotting is an art by itself. The worker wmoas the weaver is well trained and skilled
in their art and has a very high versatility in kimg. It is performed by hand using graphs
and sketches. The carpet knotting is a creativie, takich is performed by three of four
labours according to the size of carpet. The Tibetauble knotting system is applied for
knotting. Each weaver makes individual knots roverafow. The designs are chartered out
on a graph and the weaver translates the grapkigrdeinto knots on a carpet. The dyed

yarn is made into balls and scissors, iron rodrlicomb beaters are used as tools.
vi. Trimming

The finished carpet is taken off the loom and tlesighs and patterns are curved out by

scissor. The level of pile is also made smooth iting to the design.
vii. Washing and Drying

The trimmed carpet is washed with fresh water chalsi The washed carpeted is dried in
the sun-light up to four or five days. While bulldsthe carpets are manually washed in Nepal

a notable quantity washed in Switzerland.
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viii. Final Finishing
The dried carpets are given the final finishingclouy re-trimming and stretching, where

necessary to bring it to as close to the order. diz¢his case any error in the design and
pattern is trimmed and given the final touch.

ix. Packing

All washed carpets are rolled and wrapped in pelythsheet and is sealed at each end.
Again, it is washed and sewn. Carpets can pack thighenvironmental friendly packing
materials after the carpets are ready for expoeneBally around 14fmand packed in each

bale.
X. Payment

Export proceeds must be received through an iresecletter of credit (L/C) or advance
payment. (www.nepalcarpet.org)

2.1.8 GSPracilities

The generalize system of preference (GSP) is arseliesigned by various foreign countries
to support the growth imports from developing coest into industrialized and developed
countries. The scheme provides generalized arramgismof special tariff. It gives
Concession for imports of specified agricultural danindustrial products

(www.nepalcarpet.org)

i. The general features of GSP are:

. Unilateral
. Non-Discriminatory and
. Non — reciprocal

GSP is unilateral and not the result of bilatergreements between developed and
developing countries. Countries providing preseno@y change the GSP content without
prove notice. Preference may vary from countrydontry and provided on a non reciprocal

basis.
ii. Objectives of GSP

The three main objectives of the GSP are:
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» To assist developing countries to increase forexghange earnings and required for

development imports.
» To foster industrialization
* To accelerate economic growth.
ii. Preference Giving Countries

The development market economy countries and regiming the scheme are: Australia,
Austria, Canada, the European Economic CommuniBC{E: Finland, Japan, New Zealand,
Norway, Sweden, Switzerland, USA, countries in BasEurope, Bulgaria, Czechoslovakia,
Hungary, Poland and the Russia etc. include Nejhimthe beneficiary list EEC member
countries Belgium, Denmark, France, Germany, Ilebladtaly, Luxembourg, The

Netherlands, Portugal, Spain and United Kingdom.
2.1.9 Development of Carpet Industry in Nepal

Nepalese people who live in hills and mountaindNepal have been weaving Radi (floor
materials), Pakhi (covering materials), Lukmi (biog material), Darhi (with pile) and

Bakkhu (clothing material) fever centuries usingolfrom local sheep, goats and natural
fibers from cattle plants. They have been pradajisiarpet weaving for hundreds of years
back. But, the production technique was quite gruaiand the quality of the carpet was not
satisfactory. So the marketing of the products wasfounded to the domestic markets.

Actually the carpet wearing in Nepal was not fomeoercial purpose at that time.

The carpet industry as of today is only a few desamld. Realizing the importance of carpet
industry for the rural people, His Majesty of Negahducted, for the first time, a training
program in carpet weaving (Persian and Tibetanjuifiin then the cottage skill training
Bureau (Gharelu Elam taalim Kendra) in 1950. Bu tlulack of quality wool and financial
support the program could not run for more thamraryA training program of the same was
launched by the government in 1957, but it wassnotessful for various reasons.

After the Chinese takeover of Tibet in 1950, mamythe refugees came to Nepal during
1959-61 years. Most of them were from the bordeasiof western Tibet. The early refugees
in Nepal numbering about 10000 were settled ingeducamps in different part of the

country. They were settled in

» Dhorpatan in western Nepal
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» Syanja in mid-western Nepal
» Jawlakhel in Central Nepal
» Chailsa in Eastern Nepal

Most of the refugees taking asylum in Nepal weneay exposed to craftsmanship of
concept weaving. This carpet weaving techniques &vgoited by the international Red
Cross and Swiss Association for Technical Assigaii8ATA), by establishing the

Jawalakhel Handicraft centre in 1960. This orgamoma which initially started as carpet
weaving centre for Tibetan refugees, mostly wonhaid, the foundation for carpet industry
of Nepal. Even today “Nepalese carpets” are refetoeas “Tibetan Carpet”. (Unpublished
thesis; Gupta Pokhrel, T. U., pp. 16-17).

Carpet weaving was made commercially viable andistrehally feasible with the financial
and marketing support of the Swiss Red Cross. Tddgpuse of the export of the unique
carpets, the Tibetan Settlements in Jawalakhelh&ak Chailsa, Dhorpatan etc. have been
well known not only in Nepal but also in many caieg of the western part

(www.cwdb.orqg).

Carpet production in Quality as well as in quantitycreased intensively with the
establishment of the carpet Trading Company at lddival, also by the Swiss Technical co-
operation in Nepal. At that time carpets were soltbcal shops for tourists. The first merge
export of Nepalese carpet was made in 1962 to 8daizd, and since then the western
market for Nepalese carpet has grown at steady rate

In 1963 the then Department of cottage and villaghistries established a pilot named
Nepalese carpet Industries Limited in Patan IncalsBistrict to promote and develop the
growing carpet industry. This project, although moiccessful by itself did make a big
contribution for the development of carpet indusinyNepal. The private entrepreneurs
gradually setup carpet weaving units and the ptojeas also sold off to a private
industrialist. Thus private sector carpet productleginning fun swing and many retail
shops began to emerge in the Kathmandu Valley duiti®72 — 1975 major European
importers. Established contacts with the manufacsuand the number of importing countries

also began to grow.

Nepalese carpets have been able to win the intem@htrecognition due to their unique
quality like texture, colour, resilience propersgrength and durability. Similarly, Nepalese
17



Carpets are always prized for being a real handipraduct. Not only in weaving but in
every step of production, right from washing of naaol to trooping of the finished carpet is
carried by hand (Roster of Carpet, TPC Nepal, 2005)

2.1.10 Technological Development

The Nepalese carpets were produced by utilizingatiteéent technology used for centuries in
Tibet. But in the last decade, a much more markehge has taken place in the production
process and technology used. The introduction afenotechnology in the area of combing,
dying designing and washing has made the industenefficient. However the weaving
technique is maintained to give the Nepalese catpethandicraft look, for which it has

become popular.
i. Raw Wool

Since the organized carpet industry came to Nepal fTibet, originally 100 percent Tibetan
wool was used for carpet making. “Tibetan Wool esgly the high plateau wool,
changphel, is highly prized in the carpet industoy, its great elasticity, high luster and
outstanding tensile strength. The wool fibers froitmetan sheep also have smoother surface
and, therefore, reflect more light making them miaistrous than wool form other types of

sheep.

As the carpet industry gathered moment, the supiplyool from Tibet and high land region

of Nepal could not fulfill the Demand. But, the Ne&Zealand wool exporters were able to
provide Nepalese carpet manufactures with sufficagrantities of clean, scoured wool at
suitable price. Hence, blending technique of Tibeteool was blended with less New
Zealand wool. This ratio slowly changed to 50:5@ today the ratio of New Zealand wool to
Tibetan wool is generally 80:20. Never the lessnesaarpets are still produced with 100
percent Tibetan wool, where as some manufactu@sdupe carpets with as low as 5 to 10
percent of Tibetan wool. Normally, the blendingioas fixed according to the agreement
between the buyer and the producer. Higher thediignof Tibetan wool, the higher is the

price of the carpet.

il. Carding of Wool Combing Technology

Before 1984 the raw wool were combed by hand ubmghes or combs of metallic wire.
But today it is wholly done mechanically with maohiimported from India. With the

introduction of the carding machines the blendihgibetan and New Zealand wool has been
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better. It has also made the spinning easier amb#rar. But the carding machine has made
possible to recycle the cut price wool (Jhindu)nblento the fresh wool, which cause the

quality of carpet to determinate what created pnoisl in marketing.
iii. Wool Dying Technology

The primitive technique of vegetable dyeing hasnbe®stly charged to chemical dying
vegetable dyed, carpets were mostly in demand ey 1980’s. Now, mostly the
parameterized dyes imported from Switzerland andv@ey are used for quality carpet.

Cheaper dyes imported from India are also usedheytare not performed by the buyers.

Today, there is threat from the market on dying @Barmany and Europe has stated to
restrict the carpet which contains the use of AZ@stuffs. So, steps are being taken to stop
the use of dyes in Nepalese carpet with contain® A¥estuff (CCIA, 2006).

iv. Design and Size

Nepalese carpet is made to suit European tastelécwt. The design of Nepalese carpet is
quite different from the design of Persian, AfghBhokara designs. The traditional design
pattern of Nepalese carpets were influence andilbgtdn designs depicting Dragons, Show
lions phoenixes, flowers etc. but, with present derket taste the Nepalese manufacturers
introduced designs and colour as line, in closéabolation with European importers. And
the traditional Tibetan Size of 3’ x 6’ has beeplaeed by a wide range with the maximum

size as large as 15’ x 10'.

New ERA in nineties also noticed that the prefeeefior traditional Tibetan design is
decreasing importers generally decade the desigagattern. Similarly, the brightness of
traditional, early Tibetan Nepalese Carpets is galyebeing replaced by softer colors. The
preferred colors are light blue, dark blue, whitat(ral), light red, dark red, maroon, dark

brown, light brown, beige, cream, orange, golddioyeand natural grey.
v. Weaving Technology/Knotting Technology

The weaving technology as such has not changeny#te last three decades. Nepalese
carpets are woven in Tibetan double knotting systismg thick iron rod. The use of the

thick rod increases the pile height of the carpae looms also have not changed apart from
some improvements. In fact, this technology gives tiniqueness to the Nepalese carpet

which has peculiarity share in market.
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Vi. Washing Technology

Before 1987, Nepalese carpets used to export in feished condition. That is unwashed,

importers used to wash the product in their ownhives plants. But today carpet washing is
introduced in Nepal by necessary. At present mbaa 90 percent of the carpet exported
from Nepal are washed in the washing unit of Nepdiich is widely accepted by foreign

buyers.

2.1.11 Role of Market Diversification on the Histoy of Carpet Industry in Nepal

At first, no customer of businessmen was interestehrds that new trade because their
person carpets and those from other countriesdiftbrent qualities and designs had already
established their market in Europe. There were maaiial problems in producing Tibetan
carpet in Europe up to 1964/65. Regarding this,ctieglit should go to Mr. Iten Maritz; a
private multimillion unaired who came forward tafgithe big responsibility to setting the
market for Tibetan Carpets in Switzerland and otherts of Europe. These were slowly
increasing demand of the carpet in Switzerland Badope from 1964. For about two
decades Mr. Iten Maritz was the sole agency for ékport market for Tibetan carpet
produced by Tibetan handicraft centers. Thoughntagr percent of export has destined to
Europe American market was also increasing resptowiards Tibetan carpets during those
years. The demand of test and charms of Tibetgmet@rew in Nepal employment to the
country people. The carpet industries were produomere and more carpets to meet desired
demand of foreign customers. Thus the contributbrarpet industries has played a vital
role to economic development of the country. In gpeaking it has made significant
contribution not only on the economic developmenthie country people. It has earned the
highest foreign currencies to the country worttiRef 10 billion in the year 1996/97 with 3.3
million m? of carpet. That year was the top land mark yeaaget export from Nepal. Since
then export figure of carpet is in deciding sitaati Germany and European market were
soloing situation points since 2005; indication Blepas to diversify its export market in after
countries of the world.

Realizing the market situation, CCIA has launchedrthN American market promotion
programmed with the financial assistance of USAIBpBl; American market promotion
programmed for Nepali carpet has been very effoftiuselection of designs and qualities.
Its activity was also towards the support of vissfsNepal promotion. Similarly, design

export selected more than 40bsample carpets with American test of sample campelt
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American big buyers’ interaction programs for thablicity in America. For the effort CCIA
has become very successful to get big orders oérian 400rhcarpet from American party
through IMCC which orders were distribution to COWfembers’, exporters and producers to
produce a quality carpets and exported successésllper American market. In this way
Nepalese carpets market was growing more and nmowemerica which was proved by
American export data. Since then, American market been favorable to Nepalese carpet

exports and they are exporting to American withrtlevel best.

In the history of country’s carpet exhibition in ps¢ NECAMA 98 was the first Nepal carpet
most from 18 to 18" October 1998 that was organized by Nepal Germambhbr of
commerce and Industry, Export promotion committe@istry of commerce; CWDB and
CCIA.

It was as good as other international standardetapow exhibition. It was one of the
wonderful moments of carpet show exhibition thatwwagreat success and memorable event
for Nepalese carpet produces and exporters. Evdyybas appreciated it for being the first
of its kind in Nepal. NECAMA should continue to argze another Nepal carpet mart with
more enthusiasm in order to give more opporturatyparticipate all the interested carpet
produces and exporters. But another NECAMA shouiligbmore fruitful result by inviting
maximum numbers of foreign customers to visit tkhilgtion than in the ¥ carpet mart.
Such kinds of exhibition help the exhibitions tantact more customers and promote their
predicators in the international market.

Similarly, CCIA with the sponsorship of ministry afommerce and export promotion
committee, CCIA members and private delegationvigiBng America to promote Nepalese
carpet market in America and they interacted withefican customers. Despite of these
more efforts had been made on publicity by firad aacond Himalayan collection brochures
distributed to the concern buyers and showing audioal documents. Continuous effort is
necessity for appraising the American customersutalioe quality product of Nepalese
carpets as done by SDC in Switzerland and the qthdrof Europe during 1960-1965 and
became successful in Europe CCIA had approachedugamgencies for assistance in

entering other markets beside North American arsitive responses have been received.

While carpet industries were progressing in th&dfigf industrialization in the country as
well as export market promotion in the imitatiomaéa. In 1993 CWDB was established by

HMG of that time under the Development Act 2013irggvautonomous right separating the
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export promotion function from trade promotion gentof Nepal. CWDB has the
commitment to develop further more enhancements tancrrange foreign buyers to
exporters and produces equally with regular infdromaservices. Still industries are looking
towards CWDB comprise its commitment and solvephablems of carpet in dustiest with
good effect for market promotion in the coming ye@he present problems of carpet
industries have to be solved with better marketmmtion. So, it is the high time of

performing major step on market diversification éarpet industries of Nepal.
2.1.12 Related Review of Studies

In 1984 a market study was done in selected Europearkets for Nepalese hand Knotted
carpets jointly by the Trade promotion centre ah@ then Nepal Carpet Industries
Association. The study determined some problems fikce competitiveness of Nepalese
carpets with China, which needs to improve quddityestablishing washing plants in Nepal,
identify designs — colours and size most saleabf@armany and other markets overstocking
of Nepalese carpet in Germany and discounting gbalse carpets, lack of customer’s
feedback, need to plant distribution and partiegratn exhibitions. So, the study suggest to
make price stability and reduce freight costs, ma@mnquality, designs and colors according
to the consumers taste, maintain good responsisesfesiarkets and control production by

encouraging smaller size carpet runners.

ITC (1993) published the UK market Notes on Handtted carpets and Hand-woven Rugs —
Hand knotted pile carpets which are important grisalandicraft floor covering sector with
imports in 1992 valued at $ 60.1 million. In thiade, the UK has knotted pile carpets which
are re-exported. In this trade, the UK has a suahatanumber of well — established
international merchants which buy and sell extezigiwith contrasts elsewhere in Europe
and other parts of the world. Hamburg in Germantheéscenter of the international trade in

oriental carpets.

The recession brought about a limited set — badkportant of hand knotted carpets in 1991
and again in 1992 comparatively, it was 10 pertesd than the export of 1990s at 15 percent
was greater for the main sector consisting of woalled hand knotted carpets with up to 500
knots per meter of warp. Imports of silk carpet bwer increased. Price between 1990 and
1992 showed a substantial drop which made the expensive items such as hand knotted
silk carpets more affordable. The price weaknestimmaes a promotional trend in recent

years, largely brought about by very competitivieiaig from China.
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The report suggested that there is likely to ber@viopg long term interest by British
consumers in traditional hand knotted floor covgsinHowever, it is essential that suppliers
liaise closely with UK importers to adopt their ggs and colour to the taste preference of
the UK market.

Another study, Carpet and Textile floor coveringtady of the Netherlands and other major
market in the European Community done by centreedidw promotion of Import from
developing countries, Netherlands (1996) separ#ttatl within the EC as whole carpet
consumption is dominated by Northern European ntsylespecially Germany and the UK.
EC countries import about 600 million square metersarpet per year, and the penetration
of imports have been increasing in all markets.n@&ry, UK and France are the largest
importers accounting for 83 million square meterd991. Sources in developing countries
are only significant in the supply of hand knottearpets. India accounts for nearly 30
percent or all EC carpet import from developing rioes. Other significant sources include

China, Iran, Turkey, Morocco, Nepal and Mexico.

Regarding the initiatives of CCIA/USAID to seek n&awgest of Nepali carpets in the USA,
USAID’s Economic/private sector published and Eaoternational news (14 September,
1996) on “The carpet industry and export to Améridae news recommended that the mass
market in North America can be tapped by produdingkish designs and colors. Since the
Turkey is not able to meet market demand this tfpearpet cheaper than Turks. A problem
with this type of carpet is that marine can eastpy it and Nepali hand knotted woolen
carpets cannot compete with machine carpets, Adthothe Nepali hand knotted woolen

carpets are of much higher quality and can be aohilgher price.

It again suggests that an alternative route isotéog the higher end carpets according to the
American designers. The concept is the same, aprtdggam carpets country being sold in
Germany but the nature of the carpets must be @thithe American market emphasized in
carpets with splashed of bright colours. North Aicer prefers geometric designs and

dislike open solid colour fields. They are alsermested in different textures.

The study done by FNCCI on the Export promotionNapalese carpets in the Japanese
market (1997) reported that in many places of Jap@palese carpet in not known to that
extent, even in the places where Nepalese carpe@vailable, they were imported through
Germany and Pakistani Agents with direct contabe Japanese taste for designs, colors and

sizes are different. The dark or strong colors epalese carpets are rarely preferred. Hence
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right color carpets are suggested and the darkuoedocarpets should be identified as a
Nepali Carpet. The designs should be made diffesg@cial emphasis of Ethic Character of
Nepal with quality improvement and with differehtdkness and sizes are suggested.

If Nepalese carpet has to enter Japanese marketsito complete with Chinese ones in
pricing, colour, design as well as the marketerdakistani designers. The delivery time
should be reliable, improved packaging good comgatian response and good and cheaper
shipments are also demanded by the study. Forrtragtion of Nepalese carpet in Japan,
management of exhibitions in Japan and developroémiroachers are needed to let the

people know about it the report suggested.

There is no official arrangement to ensure a peemasupply or raw wool to the ever —
growing industry. Nepal imports raw wool from Newealand, Tibet and other third
countries. The main problem of carpet industry @phl is; if the export policies of wool
exporting countries change then it can directhuierice to the carpet manufacturing. Tibetan
wool is based on barter trade. Changes in policgath importing and exporting countries
many have substantial impact on the carpet makusinkss. It should be well ensured with
the regulation of import of raw wool from Tibet; part of wool from New Zealand, there is
always the price factor to be considered. Any pflaetuation in the international market
could also affect the cost of the carpet produoedéepal. The attention to pay for this aspect
of carpet industry plays important role of long montiguity and sustained growth of carpet
industry in Nepal 20 percent of requirement cansoéved by development of home

production.

Gurung in his study entitled “A Study of Export of Nepséecarpet” (M. A. Economics,
Thesis 2012) recommended the following major aspect

> Suggested to import raw wool by the private seactoth international

competitive price.

> Research of new markets in northern America andgrAsiountries quality

control and improvement of Technology.
> Market diversification

> Carpet industry is most suitable for Nepal and gdaneign currency by its

export which reduces the trade deficit.

> Carpet industry is important sector for employngerteration.
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> Local wool is not sufficient for the production guality carpets. Carpet

manufacturers are descending on imported wool.

Gurung in his study entitled “A Study of Nepalese hanatked carpet export Trade with
Foreign Countries” (MBS, Thesis 2012) recommendhedfdllowing major aspects.

> Government of Nepal should pay special attentiorthis sector and make

secret policy to improve present situation.

> The carpet industry, since the beginning of its owrcial production has
faced many market related problems.

> It can active its goal and become biggest forexgrhange earner to support

national economy.
> Carpet Industry has covered the unemployment pnable
> The maximum export of woolen carpet was peak pai@008/09.

> Share of carpet of Nepal in German market was 46epe in the fiscal year
2007/08 and then increased to 81 percent in 2011/12

Shrestha (2011)jn his study entitled ‘A Study on problem and grests of Nepali Woolens
carpet Export’ recommended the following major aspe

> The export of carpet depends on demand.

> The Germany has played vital role in promotion epbllese carpet.

> The woolen carpet has played major role or GNPatibn.

> There are different problems in carpet sector barket is the major problem.
> Nepalese entrepreneurs/exporters have not ablentiertake promotion

activities in foreign market.

A\

The diversification of market is not done succelygfu

> The export position of USA in past 5 years in foemthusiastic.

> The import of raw material (raw wool) is only depence on New Zealand
and Tibet.

A study entitled “A study on problem prospects @&pdli woolen carpet export” dgokhrel

(2012)had concluded the following major finding.
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> The comparative activities advantage of Nepalesgetas its quality. So the
exports, organized sector and government shouldtaiaias agreed standard

of Nepal carpet and make proper checking system.
> The transportation is the main issue to export Nepapet.

> The government with all its specialized agencidge lcarpet and wool
development board, and Trade promotion centre dhiook in to the matter

and need to come forward with concern program.

> To search of beneficial trade relation between ateas like USA, Canada,

Japan must be located to penetrate the market.

> Nepal has to practice well in export planning artcategy setting to

accomplish the objective of export promotion.

> It is most necessary to participation in trade sfddecause trade fair and

exhibition are the main promotional tools.

2.4 Research Gap

Definitely, the above studies have shed light @nlthprovement in labour law and provided

for skill development strategy to greater extentl dhus occupy a crucial place in the

conduction of this study. However, all of the aboesearchers are confined to only one
Technology should improve for carpet industries, either sales promotion or advertising.
Nevertheless, a company practices all sorts of Btarg or promotional strategy should

improve in most of the cases. Identifying this gty® present study the presents the joint
effect of sales promotion and advertising to statellthe sales growth and to draw the
attention of the consumers toward the product NesgalWVoolen Carpets.
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CHAPTER — Il
RESEARCH METHODOLOGY

3.1 Research Methodology

This research methodology will be followed to agki¢he basic objectives and goals of this
research work. The main purpose of this study istidy on Nepalese hand knotted woolen
carpets: Export problem and prospects and to peothé suggestion measures required for
the development of foreign trade of Nepal. Reseanethodology is a way to solve the
research problem systematically with the help efouss tools.

For this study the required information and dath ae collected through secondary source,
some primary sources of data are conducted to otoifdormation with some selected
exporters and producers. The success and thedaifugvery research works depend to large
extent on the research methodology employed byarelser. Among the various tools
available, both analytical and descriptive methodglwill be applied to carry out this study.
Conclusions will be drawn from the shows some @hee to the findings related to position
and promotion of Nepalese hand knotted woolen tarpenternational market. For the
evaluation of the title "A study on Nepalese hamdtled woolen carpets: Export problem

and prospects.”
3.1 Research Design

Research design is the plan, structure and stratéggvestigation. In foot, the research
design is the conceptual structure with in whicle tlesearch is conducted. This study
analyzes on the basic of descriptive and analytieséarch design for the purpose of this
study conflation cum descriptive research desighlve adopted. The relationship between
two variables export value of worth carpet and mwuof export will be analyzed in
correlation research design. This will provide anpoehensive description on the related
topics on various aspects of the available datamdtion.

3.2 Nature and Source of Data
Especially the research will be based on secondatiy where export statistic from 2008/09-

20012/13 is used. To conduct any research, datectioh is the major task and to conduct

27



any study, primary as well a secondary data haee lbeed but this study will be based on
secondary data. This study is based on data cadnpileprevious investigation. The major
sources of information for this study will be cotepli from Trade Promotion Center, Custom
Department, and many websites will be includedis study.

The related institutions which will be consultecctilect the data are as follows;
a) Trade promotion center (TPC)
b) Nepal chamber of commerce (NCC)
c) Federation of Nepalese chambers of commerce'sralgtry (FNCCI)
d) Central Bureau of statistics (CBS)
e) Nepal carpet exporters Association (NCEA)
f) Various Related websites.

Besides the above mentioned sources, data andnafion will be collected through news

papers, books, carpet bulletins and various otb@n@mic publications etc.
3.3 Sampling Procedures

In this study, the export value of 5 years fromY((Z008/09 to 2012/13)) will be taken as
populations are taken as sample. The export trémabolen carpet in those valuable years
was very much imbalanced that's why that periodaleen as sample. Secondly, different
library including TU central Library, TPC and othdibrary and different types of

organizations were visited for data collection.
3.4 Data Processing Procedure

Data and information obtained through various sesimeed to be processed for the purpose

of analysis and presentation. The raw data andrrdton's are compiled.
3.5 Tools to be used

Similarly the relation between export value anduneé will be measured by implementing
correlation analysis. After tabulating the datajmas tools will be used to present the data to
achieve the result. The export trend analysis iedander time series analysis and statistical
chart like pie chart and bar diagram is display®thount received from export of carpet in
Nepalese Rupees is used to analyze the data.
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CHAPTER - IV
DATA PRESENTATION AND ANALYSIS

This chapter is the core part of the study. Themss of the study remains fruitful on the
extent of the consistency and smoothness of theepted data and their analysis as well as

interpretations.

Nepalese woolen carpets Industries have been ocgvan important place in the country's
export trade. It has succeeded to give employneeihdrge number of people as well as to

earn foreign exchange.
4.1 Existing market of Nepalese Carpet

In Nepal, commercial production of carpet startethie late 1950s with the influx of Tibetan

refugees into Nepal. Swiss technical assistance alsxs used by a few Nepalese carpet-
manufacturing units in the early 1960s. The infeeerof Tibetans and Swiss technical
assistance on the weaving style, design, colorteximire of carpets resulted in simulating a

strong international demand for Nepalese carpets.

Carpet industry, being a cottage and small indussryone of the dynamic export growth
industries in Nepal. In spite of being a traditibpeoduct, the carpet production is largely
concentrated in Kathmandu valley and the surrowggdifhe major areas of production in the
valley are Chabahil, Bauddha, Jorpati, Jawalaki®kayambhu, Dallu, Kritipur and
Bhaktapur. Outside the valley the production isfbat Hyanja of Pokhara, Chyalsa, Benepa
and Dhulikhel.

4.2 Export Trend of Nepalese Woolen Carpet

To analysis of export trend the export quantity éimel export value of carpet for 5 years
2008/09-2012/13 has taken as stage of commerdiald# of carpet production. Canada is
assumed to be the first importer of Nepalese catpdahe beginning the export of Nepalese
woolen carpet was limited to few countries. Aftée tdiversification of export trade in

overseas market many commodities including carpEevbeing promoted. The export of
Nepalese woolen carpet has been increasing in aisopato total export of Nepal since

1970s. Carpet export was 2896.1 thousand sq. m9@7Y/98. The export value was Rs.

7703.7 lakhs in 1997/98 which was increased up $0 R039,053 lakhs in 2002/2003.
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However the trend fall down and come to 1606.5 shod sg. m in the year 2005/2006 and
then its trend is slowly increasing up to 2007/G8rpet export was 1,286,337 thousand sq.
m. in 2008/09. The export value was Rs. 805.53Lghnd sq. m in 2009/10 which was
increased up to Rs. 833,409 thousand sg. m in 201@/ However the trend fall down and
come to 684,440 thousand sg. m in the year 2012/2@d then its trend is slowly fall down
and come to 528,611 thousand sg. m in the year/2812

Till two decades before, the export of Nepaleselammaarpet was in significant. The export
trade has developed with the increasing inflow aidrists in Nepal and it has acquired
popularity in international markets. The establighiof trade promotion center (TPC) in
1971A.D. participation of Nepal is internationahde fairs and exhibitions and the TPC's
cottage industry export development project (CIEDyanized in 1982 had given great
momentum to export. In addition, the Nepal wootling company's import operation which

had commenced in 1984 had assisted in supplieswoivool to increase carpet production.

Table 4.1
Carpet Export Trend (2008/09-2012/13)

Fiscal Year Qty. sg. m. Value in Rs (000)
2008/09 1,286,337 5,350,579
2009/10 805,531 4,256,171
2010/11 833,409 4,920,085
2011/12 684,440 6,001,568
2012/13 528,611 5,660,341

Source: Nepal Overseas Trade Statistics, TPC; and Nepal Rastra Bank.

Table 4.1 depicts the development of carpet expoithe year's 2008/2009 to 2012/13.
During the period 2008/2009 to 2012/13 the expbdws the saturation stage where we
observed maximum saturation on export. However yba 2006/07 and 2007/08 shows

some optimistic time because of increase in expyrt2.67 percent and 0.5 percent
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respectively than the previous years. Since the tifrexport take off it is increasing trend of

exponential rate.

Figure 4.1
Trend of Woolen Carpet Export from Nepal
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Figure 4.1 depict the development of carpet exporthe year's 2008/2009 to 2012/13.
During the period 2009/10 the export shows the dalvn. However the year 2010/11 and
2011/12 shows some optimistic time because of as@en export respectively than the
previous years. The export earnings from carpethed a peak position in 2011/12 with
Rs.6, 001.568 lakhs. Since the time of export ta#fat is increasing trend of exponential

rate.

4.3 Market Composition

Nepalese carpets are being exported to more thaoutitries upon observation of major 10
countries; previously the principal buyers were r@amy, Canada, U.K.,Switzerland
Belgium, USA, Netherlands, France, Australia, Swedmd other several European
countries. But as per the data 2007/08 the compnditas been slightly changed and new
structure has been made up of Germany, USA, Belgluid, Switzerland, Turkey, Italy,
Canada, Netherlands and Austria in the Top tero.fdlhis shows replacement of France,
Australia and Switzerland by Italy, Canada and Aast
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Table 4.2
Major Countries of exporting of woolen cargts based on Fiscal Year 2012/13

S.N. Name of| Quantity in (S.Q.) Value in Rs.(000)
Countries

1 U.S.A. 220,920 2,641,942

2 Germany 141,160 1,309,783

3 U.K. 25,486 400,240

4 Canada 14,178 196,685

5 Belgium 9,840 88,541

6 Australia 9,089 127,878

7 Netherlands 7,811 71,408

8 Brazil 12,645 74,093

9 France 7,199 92,741

10 Switzerland 7,051 76,474

11 ltaly 9,048 129,143

12 Austria 8,633 88,515

13 Turkey 2,876 34,228

Total 528,611 5,660,341

Source: TPC and CWDB.

For the last 5 years, U.S.A. and Germany has beegryaimportant market for Nepalese
Woolen carpet. About 46 percent of total carpetoetqul to U.S.A. in 2012/13 and Value Rs
2,641,942 thousands. In 2012/13 the export to Germany,
U.K.,Canada,Belgium,Australia,Netherlands,Brazdrtere, Switzerland, Italy,Austria and
Turkey were 8.3 percent, 1.9 percent, 3.3 perceditlal percent respectively but in 2007/08
export to USA. Belgium, U.K, Switzerland, Turkeyaly, Canada, Netherlands and Austria
are Rs2,641,942, 1,309,783, 400,240, 196,685, 88,541,8¥Y87 71,408, 74,093, 92,741, 76,474,
129,143, 88,515 and 34,228spectively and 5.59 percent in other countriesvNGermany is

the 2% top country import Nepalese woolen carpet.
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Figure 4.2
Major Countries of Exporting woolen carpet FY 201213
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The above figure for the last 5 years, U.S.A. artn@&ny has been a very important market
for Nepalese Woolen carpet. About 46 percent dl tcarpet exported to U.S.A. in 2012/13
and Value Rs 2,641,942 thousands. In 2012/13 the export to Germany,
U.K.,Canada,Belgium,Australia,Netherlands,Brazdrtre, Switzerland, Italy,Austria and
Turkey were 8.3 percent, 1.9 percent, 3.3 perceditlal percent respectively but in 2007/08
export to USA. Belgium, U.K, Switzerland, Turketally, Canada, Netherlands and Austria.

Exports to Nepalese carpet to other countries his@® several ups and downs. There are
some new potential market countries where Nepakegmorters could introduce their
products. At the same time some countries begatetelerate importing Nepalese woolen

carpets. As total, the carpet export from Nepalihasased exponentially.
4.4 Carpet Export from Nepal in selected Top Five Guntries

The trend of Nepalese hand knotted woolen carpgpert has been increasing every year
except few years. Carpet is the main exporting iftesm Nepal covering the 28 percent of

the share in total export. The carpet export has Istiowing very higher project in the world

trade.

More than 60 countries Nepal has been exportingcaipet throughout the world. The
principal importers of Nepalese woolen carpet amrn@ny, USA, Belgium, UK and

Switzerland and several other countries includimg trading centers in Asia such as Hong-
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Kong, Japan, Singapore, Austria, Turkey, and sdrothis regard what is more important is
that the quality of the carpet is more importaminthhe price to complete in the international
market. The demand for Nepalese carpet has showrtagasing trend in the US market too.
Export of carpet to these countries from Nepalgrasented below.

4.4.1 United States of America (USA)

USA is one of the largest buyers of hand knottedlem carpet from the world. The USA
market is very important for carpet exporting coi@st Due to higher purchasing power and
standard living styles, the annual growth of caquetsumption is faster in USA. The demand
of Nepalese carpet has shown in increasing trenthenUS market or North American
Market.

Especially, the demand and taste of the buyersneérican Countries Nepalese manufactures
can turn out carpets of any style, size and quagiign design. But in spite of these facts,
Nepalese carpets have found it doubly differerdgrter into the American markets. It should
be maintained that it was Swiss governments firsrasid technical cooperation that helped
the evolution of Nepalese carpet industry in thdygzeriod. This explains around 80 percent
carpet export which is restricted to Germany al@amel remaining 20 percent to other

European countries and also the USA and others.

Table 4.3
Hand knotted Woolen Carpet Export to USA

Fiscal Quantity Export Total Export | % Share of USA
Year in sq. m. Value to|value in Rs.[in total export
USA in Rs|'000 value
‘000
2008/09 348,653 2,177,243 5,350,579 40.69
2009/10 185,658 1,517,411 4,256,171 35.65
2010/11 243,588 1,878,742 4,920,085 38.19
2011/12 259,633 2,569,829 6,001,568 42.82
2012/13 220,920 2,641,942 5,660,341 46.67

Source: TPC, NRB.
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The table 4.3 shows the export trend of carpet fikepal to USA in terms of value, quantity
and share composition of the total carpet exporhfNepal. In fiscal year 2012/13 the carpet
export to USA was only 220,920 sq. m. and Rs. 2® thousand only which was 46.67
percent of total export from Nepal. But due to titaele diversification and best efforts made
by carpet manufactures and exporters the percersfagie of carpet exports to USA was
increased up till 2012/13.

In 1999/2000 USA stored in"@positioning import in Nepalese carpet after Geryndien
after 2008/2009 it was growing rapidly. In betwegrar 2008/2009 the export value was
decreased which covered 35.65 percent. In thel fis=r 2009/10to 2012/13 it has covered
the 38.19 percent, 42.82 and 46.67 percent consompthus with every change in rug
market worldwide Nepalese carpet manufactures teee®me increasingly results to tap
USA market.

Figure 4.3
Trend of Woolen Carpet Export to USA
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The above figure for the last 5 years, U.S.A. hesnba very important market for Nepalese
Woolen carpet. About 46.67 percent of total caggtorted to U.S.A in 2012/13. But in the
year 2009/10 it has been reduced to 35.65 percEme. growth rate was higher in
2011/12.Fiscal Year 2009/10 to 2012/13 export tAAUfas increased with average growth

rate and in increasing trend. Now, USA is tf'edp country import Nepalese woolen carpet.
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Since, it is new world; America has its own tast@verything that is put to human use. This
holds gold for carpet also. It is for the reasoat theople in the carpet industry have been
working hard together with American facilitatorsfabricate carpets that best suit American
style and taste.

Importers from America also helping to promote Nepa carpets in US market. Rebecca
converser, an American carpet specialist, has beenking with Nepalese carpet
manufactures to improve the repertoire of designksalors that can be sold in the American
market. All that is because the American consurhax®e not been accepting what is easily
accepted by the European market. There is neaddy the US market for the better trade in
the years ahead, while some seem to argue thatidangprefer tabby carpets with all sorts
of color combination and wizardly in the centerrthare people in the industry who do not
share it. On the other hand, what other feelswieatan also have market for 60 and 80 knots
quality of carpet with the desired color combinatidhey too prefer American designers
coming here and briefing the industry people ontéls¢ée of the American carpet buyers. This

is to safeguard the interest of Nepalese carpetsing which had taken a nosedive earlier on.

However, America is a huge country, it is also tih@ the people scattered around that big
geographical region may have different taste. Thusyder to cater to their respective taste
there must be varieties of carpets which are cheniaed by difference in designs, color
combination and peak thickness makes count and woatent not to forget the washing
guality and price point. At present the floor griof Nepalese carpet is around US$ 55 but
many exporters sell below that and that explaires dbsperation on the part of Nepalese

carpet man ufactures.

American prefers high quality products and thislaxy why rugs made in Iranian which are
priced at US $225 are easily sold in US market. &l@w, Central Carpet Industrial
Association (CCIA) has linked up with an internatd management and communication
company of the USA with an intention to accelemtine access of Nepalese carpets into the
US market. Initial success, although not yet redoum is expected to be still round the
corner of course, the concerned efforts will havbea backed up by the use of natural colors,

research concern for environment impact.
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4.4.2 Germany

Germany is the top country from the very beginrohthe history of carpet export among the
carpet importing countries and annual supply ofpearto Germany from Nepal is

continuously growing. More than 80 percent of tléalt rugs produced in Nepal go to
Germany. Besides being the biggest importer, Geynadsp acts as the center point where
Nepalese, Tibetan rugs are marketed to varioustdesriike Netherlands, France, Japan,
USA and Belgium.

Germany has grown over the years into the largegoriter and user of hand knotted woolen
carpet. It has been importing from most of mairpeaproducing countries e.g. Iran, China,
India, Pakistan, Turkey, Afghanistan and Nepal taee main suppliers of woolen carpet to
Germany. Germany is the most carpet consciousmatithe world. Growth of income and
better standard of living in Germany made hand teaoivoolen carpet as one of the essential

good in German society.

Table 4.4

Hand knotted Woolen Carpet Export to Germany
Fiscal Year | Quantity in | Export Value | Total Export | % share of
sqg. m. to Germany |value in Rs|Germany in
Rs '000 '000' total export

value

2008/09 556,070 1,448,929 5,350,579 27.17
2009/10 347,246 1,411,231 4,256,171 33.16
2010/11 337,766 1,567,303 4,920,085 31.86
2011/12 229,760 1,571,198 6,001,568 26.18
2012/13 141,160 1,309,783 5,660,341 23.14

Source: TPC and CWDB.

In above table, Nepal's share of carpet in Germarket in the HS code yeab08/09was Rs.
1,448,929 thousands which was only 27.17 percemtestf total carpet from Nepal (TPC).
But in the year 2009/10 it has been increase 38etéent and the growth rate was higher in
this year. Fiscal Year 2009/10 to 2012/13 reducedxport to USA have 31.86, 26.18 and
23.14 percent trend respectively. Now, USA is tﬁ‘bt@p country import Nepalese woolen
carpet.
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Figure 4.4
Trend of Woolen Carpet Export to Germany from Nepal
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The above figure for the last 5 years, German leas la very important market for Nepalese
Woolen carpet. About 23.16 percent of total cagegiorted to German in 2009/10. But in the
fiscal year 2010/11 to 2012/13 export to Germanihagased with average growth rate and

in increasing trend. Now, German is tHé ®p country import Nepalese woolen carpet.

Hence the exporters considering the present siudhiere is more possibility of further

increase in the export of Nepalese carpet to Geynifaihe quality can be maintained. The
German market can be taken as a good stable nfarkéte Nepalese woolen carpet in the
future. Now, Germany has been the major consumeNapalese woolen aspects that
Nepalese exporters have succeeded in retaininGénman's market confidence is a tribute
to then promotional skills but it must necessarfirtd out more new market in Germany and

new promotional tools must be used.

4.4.3 United Kingdom (U.K.)

United Kingdom is the largest importer of hand kedtwoolen carpet of the world.
Especially, China, India, Nepal and Pakistan aeentfain exporters of hand knotted woolen

carpet to UK. One of the increasing matters is tbKt also re-exports carpet mainly to
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Belgium and Italy. Due to excellent quality of Négse carpet it has occupied good position
to UK market.

Table 4.5
Hand knotted Woolen Carpet Export to UK
Fiscal Year | Quantity [ Export Value | Total export | % Share of UK
insg. m. [to UK  in | valuein Rs'000' | in total export
Rs'000 value
2008/09 91,064 404,506 5,350,579 7.56
2009/10 48,499 246,502 4,256,171 5.79
2010/11 39,156 325,748 4,920,085 6.62
2011/12 34,533 422,559 6,001,568 7.04
2012/13 25,486 400,240 5,660,341 7.07
Source: TPC

From the above table and trend shows the expard té carpet to UK from Nepal. Since the
part of UK was the third largest hand knotted woobarpet importer country from Nepal
with the fiscal yeaR012/13 In fiscal year2008/09t's covered the share of 7.56 percent and
reserved the"3position of Nepalese hand knotted woolen carpgebiter. In the eighties UK
used to be theBlargest importer of Nepalese Hand knotted wookepet.

Figure 4.5

Trend of Woolen Carpet Exporting to U.K.
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In above figure, after 2008/09 the export of handtied woolen carpet from Nepal to UK
was in decreasing trend till FY 2009/10. Althougérqent share and quantity decreased,
value of export was in good condition. Then it wafluctuating trend till FY 2012/13. Nepal
has exported maximum volume in 2008/09, at the tmeequantity was 91,064 sg. m. and the
value was Rs. 404,506 thousand. It was the higladgine that Nepal has exported Nepalese
hand knotted woolen carpet to U.K. From FY 20094.@011/12 the quantity export to UK
was in increasing trend. After 2011/12 the expoitne was decreasing till FY 2012/13 but
in total export its share percent was in increasnegd. It was also the nearest point of
highest export. Since the export of carpet to UKlustuating every year so the best efforts

have to be made by the manufactures and goverriménotd the better position.

4.4.4 Canada

Canada, which is the world's largest importer afchknotted woolen carpets and by far the
largest on a per capita income basis, is a highafity conscious market and generally shows
among the countries examined. But Nepal couldn’algmod supplier to Canada although it

is the largest importer of hand knotted woolen ear@But Iran is still Canada's largest

supplier by value. Iran, Nepal, India, Pakistan @andkey are the main suppliers of carpet to
Canada.

From the very beginning of the production of carfmt export, Canada had helped in

production by providing financial and technicaliatmce under SATA, and also was the first
importer of the Nepalese Hand knotted woolen capahada established Tibetan Refugees
camp for mass production of woolen carpet. For gptardawalakhel Handicraft center Pvt.

Ltd; the pioneer of Tibetan carpet Industry in Nepas established in 1960 with Canada
help. Canada is one of the major markets of Nepaltarpet. Export to Canada had been
growing in terms of value and quantity every ydiais a kind of good sign for Nepalese hand

knotted woolen carpet exporters.
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Table 4.6
Hand knotted Woolen Carpet Export to Canada

Fiscal Year | Quantity | Export Value to | Total export [ Share %  of
insg. m. [ Canada in Rs|value in Rs|Canada in total
‘000’ ‘000’ export value
2008/09 27,581 200,664 5,350,579 3.75
2009/10 31,654 164,794 4,256,171 3.87
2010/11 32,579 235,086 4,920,085 4.78
2011/12 22,630 281,790 6,001,568 4.70
2012/13 14,178 196,685 5,660,341 3.47
Source: TPC, NRB

The above table and trend line shows the annupktaxport to Canada in terms of value as

well as quantity and its share composition to totapet export between Fiscal yeans/09

to 2010/11 The carpet exported to Canada in value was R$@880@housand and 27,581 sq.
m in terms of quantity in fiscal year 2008/09. &kt time the export to Canada was h 4
position. The value was increasing rapidly till @@&11/12, but the percent share composition
in total export, Canada's export trend was deangdsecause other countries have imported
Nepalese woolen carpet in high quantity. Due to dluenped of carpet worldwide, carpet

export to Canada from Nepal declined in terms dueaas well as quantity and trade

diversification and other various reasons.

Figure 4.6

Trend of Woolen Carpet Exporting to Canada
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In above figure, after 2008/09 the export of hamibtied woolen carpet from Nepal to
Canada was in decreasing trend till FY 2009/10h@&dgh percent share and quantity
decreased, value of export was in good conditidrenTit was in fluctuating trend till FY
2012/13. Nepal has exported maximum volume in 214t the time the quantity was
22,630 sg. m. and the value was Rs. 281,790 thdu#awas the highest volume that Nepal
has exported Nepalese hand knotted woolen carpgéamada .From FY 2009/10 to 2011/12
the quantity export to Canada was in increasingdiré\fter 2011/12 the export volume was
decreasing till FY 2012/13 but in total exportstgre percent was in increasing trend. It was
also the nearest point of highest export. Sinceettport of carpet to Canada is fluctuating
every year so the best efforts have to be madédynanufactures and government to hold
the better position. Anyway Nepalese hand knottedlan carpet export to Canada has done
a great contribution to Nepalese carpet exportings significant that Canada re-exported
woolen carpet to Germany, 281,790, Belgium and rothmany countries. Nepalese

manufacturers have to give high importance in tedity of carpet exported to Canada.

4.4.5 Belgium

Belgium is one of the top largest importers of h&mdtted woolen carpet in the world.
Germany was the top re-exported to Belgium, Inbiemy and Nepal is the major suppliers of
carpet to Belgium. Belgium was th® Bajor importer of Nepalese carpet till 2008/09 @xp
of hand knotted woolen carpet in terms of value.
Table 4.7
Hand knotted Woolen Carpet Export to Belgium

Fiscal Quantity in | Export Value | Total export |% Share of
Year sq. m. to Belgium in|value in Rs|Belgium in
Rs '000' ‘000’ total export
value
2008/09 35,198 182,490 5,350,579 3.41
2009/10 25,943 142,676 4,256,171 3.35
2010/11 18,319 116,676 4,920,085 2.37
2011/12 14,703 120,793 6,001,568 2.01
2012/13 9,840 88,541 5,660,341 1.56
Source: TPC
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The above table shows the Belgium import of handttied woolen carpet from Nepal. In
Fiscal Year2008/09Belgium imported Rs. 182,490 thousand in values 251d98 sg. m in
quantity. All that time the export to v was ifff position. The value was decreasing rapidly
till the 2012/13, but the percent share composiiototal export, Belgium's export trend was
decreasing because other countries have importpdlése woolen carpet in high quantity.
Due to the slumped of carpet worldwide, carpet expoBelgium from Nepal declined in
terms of value as well as quantity and trade difteasion and other various reasons.

Nepalese manufactures can turn out carpets ofiaayasd given design specification as per
the demands and taste of the buyers abroad. Nepedepets are very much popular in
Belgium market also due to its unique features gumlity. In the last few years, the size in
export has tended to decline worldwide. The totdume of the carpet exported to Belgium

was slowly in fluctuating.

Figure 4.7 Trend of Woolen Carpet Export to Belgium

200,000 -
180,000 - =—4—Export Value to

Belgium in Rs.
160,000 -

140,000 -
120,000 -
100,000 -
80,000 -
60,000 -
40,000 -
20,000 -

Export Value to Belgiumin Rs

2008/09 2009/10 2010/11 2011/12 2012/13

Fiscal Year

From the above figure and trend, we can conclbde the value received from the carpet
exported to Belgium in the decreasing trend till2.3. In 2008/09 Nepal has exported the
value i.e. Rs. 182,490 thousand and the quantit$5/i98 sq. m. Then after, fiscal year
2010/11 to 2011/12 the value was in slowly incnegsirend. Then after 20011/12 the

43



exported value and quantity was decreasing tréin2012/13 and the quantity reached up to
9,840 sg. m. with the value 88,541 thousand. Is Way there has been fluctuation in carpet
export to Belgium. It's most necessary to find the causes/reasons of fluctuation of the
carpet export to Belgium.

4.5 Marketing Aspect of Carpet in Nepal
4.5.1 Composition of Distribution channel

The process being when a buyer (agent, wholesedtailer) place order to the Nepali
exporter with a programmed contract of quantitysigie, size, price and delivery time. Then
the exporter choose several alternatives whetheould produce in its own factory, provided
it has its own factory or order to external contbaor purchase from individual weavers. The
programmed carpet is accumulated by the buyer ©rabthorized agent and approves for
exportation. The rejected carpets are again soldther buyers with same process and in
discounted price Nepalese woolen carpets are &laila consumers in retail stores furniture
stores and individual specialist outlets togethith wther types of carpets. About 90 percent
of carpets are sold from programmed production. Bhevey report shows following
compositions in distribution channels which is basdhe year 2012/13.
Figure 4.8

Sales through Retailers and Wholesalers

15.22%

M Retailers

B Wholesalers

The Nepali exporters and manufacturers have nat thven distribution cells in foreign
countries expect on trade fairs. About 85% or nsakes goes to wholesalers and only 15

percent sales goes to retailers.
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Figure 4.9
Sales through Agent and Direct Export

B Agent

H Direct Export

One more area of investigation in market size dnec&ire is an evaluation of trade policies
and other pertinent government regulations of ntackentries. That may in flue marketing
action, pricing and the like. These include registn and controls, exchange permits, anti-
monopoly legislation and labeling and standardmatequirement. But they are out of scope
of this study only 7 percent of the sales go tanéggand 93 percent goes to direct export.
Figure 4.10
Accumulation of Stock

3.48%

H Buy from other exporters
B From individual weavers
1 External contracters

B Production in own industry

Source: CWDB

It's necessary to find out the best distributioarstel for foreign market of Nepalese woolen
carpet.64 percent of the sales go to wholesal&emmany who are specialists' merchants and
do re-exporting in other countries. The re-exparis done by other countries specialists as

well like U.K., Switzerland, Belgium, Hong Kong,rgjapore etc.
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4.5.2 Hand knotted Woolen Carpet: Chain of Producthn and Distribution.

A chain of production and distribution exists amdhg supplying and buying nations. In the
exporting nation weavers who are employed by predueither export less themselves or
who act as middlemen between owners and workersemd® carpets. Exporters are linked
to global buyers in the importing (and normally soming) countries. In the channel, several
activity may occur within the exporting nation frggrocessing of raw materials to many tiers
of the production process that is labor intensiué the country could depend wholly on a
particular input (like raw materials) from outsidmiyers could be involved in one or

multifunction depending on whether they import,rganut wholesale or retail functions.

Below figure illustrates the various tasks amongdprcers and buyers in the global hand-

made carpet commodity chain.

4.6 Competitive Market Structure of Nepalese Hand kotted Carpet

A nation will specialize in the production of theagls or services which utilize to a great
extent its abundant resources, those which ardivela more plentiful. These are the
resource in which it has a comparative advantagé.aBbusiness normally does not operate
in an isolated environment. For each product, tieeother product(s) on the market, or in the
process of being developed. The structures of thkkeh in which a country must operate in
determined by the nature of the products being faatwred and sold as well as buy the
number and size of the countries in competition] aext, the types of consumers are
targeted. (Philip Kotler 'Principle of Marketind86.pp.11.)

Economists usually group market structure into feasic categories-monopoly monopolistic
competition, oligopolistic competition and pure quetition. A simple study of the
performance of competitors is not enough in thelystof competitive market structure. It is
necessary to identify the particular sources o€sss of each competitor in the market. It can
be low price, Patents, Product quality, Extentraidoict line, Brand image, Service, Location
and Company size, Channels of Distribution and diffeness of promotion and
communications but to analyze all of them are dw@cope of this study. So a simple analysis

on some components of market structure as beipggaictice of Nepalese carpet is done here.
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4.6.1 Product Competitors

The Nepalese carpets of today have come with ThBetefugee in 1959-61 so the designs,
patterns and making style of Nepalese carpetsite @ibetan. The consumers of Nepalese
carpet are quite familiar with the name "Tibetanp@#' and "Nepalese Tibetan Carpet". The
features of Nepali carpets are influenced by Clinasd Mongolians. But the ways of
making knots are quite different. Even the makihgrmts are similar to Persian, the Persian
Knots need a cutting each time. But, in case oéfBib carpets all knots are connected till one
line is weaved with the help of iron rod and th@ots are separated by cutting a single stroke
over the iron rod. The Nepalese carpet has the slgntéesigns and colors inspired by the
Hinduism and Buddhism and have specific signifieameflecting both the life and thinking
of the people. However, in recent years the Nepelnufacturers have been successfully
introducing modern designs and color in line witle tconsumer's taste. Today Nepali

manufacturers can produce carpet of any desigar eold size according to buyer's choice.

Another unique feature of Nepalese carpet is tleeaisthe handspun woolen yarn which
reflects the Nepalese carpets as a real handi&@aftthe consumers of Europe like to have
Nepalese carpets. Nepalese carpets are woven Withh B25 knots per square inch with the
help of thick iron rod which increases the pilegieiof the carpet. Generally the thickness of
the carpet is between 1 to 1.5 cm and the carpetsastly weight between 4.5 kg to 5 kg
per square meter. And the price of carpet diffeseding to the knot density and designs.
Nowadays Nepalese woolen carpets are woven witk208knots per square inch.

The three main types of hand knotted carpets aned lknotted pile carpets such as Persian,
Bokhara, Berber or Chinese style; flat woven rugslmdle East origin such as Kelems and
Karamanie; and simple design flat carpets made aidl wr cotton principally from India
where they are known as durries. Other simplevilaten and tapestry types are available
from a range of sources such as Africa and LatineAca. The production of any one of
these hand knotted products is confined to tradliiosources of supply providing the
requisite skills. The hand knotted pile carpets byefar, the most important are in handicraft
floor covering sector.

In contrast, there are 28 different types of capetich differ in material, design and knot
styles density. One of the common types is Persapets. The Persian carpets, original of
Iran, are woven in many Arab countries and Indiad ®akistan. Kashmir, Srinagar and
Lahore are the major places of production of Parsepets after Iran. The Persian carpets

47



differ in their classic nature and the knot density800 to 400 knots per square inch, which
teaks up to 6 months to make a carpet.

Today India China and some other countries alsdym® carpets of Nepali designs and knot
type. But they use machine spun yarn as well, widghnot mean a complete handicraft

product. Next, the blending of New Zealand wool difgetan wool gives Nepalese carpet a

quality product and unique texture. Nevertheldss,lhdian and Chinese carpets of Nepalese
style are making Nepalese carpets more commutiattivearkets. Those carpets are named in
the carpets as 'Indo-Nepal Carpet’, 'Indo-Tibep&aand 'Nepal-China Carpet'.

4.6.2 Competitive Scopes

The focus of all marketing effort is the consunieis not a simple job to identify and attract
consumers. Traditionally carpets are used to prdteen cold as floorings. But the hand
knotted carpets are also taken as handicraft ptaahdat liked by most of the European and
American people. The markets of hand knotted campetthe countries of cold climate and
economically rich. And the buying season of carpetwinter season. The consumer's taste
and preferences are affected by the design, calbttickness. Even most of the people like
Persian carpets, being its classic nature, theyegpensive too. Another preferred type is
Indian, Pakistani, Nepali and Chinese carpets. Ainerican People usually like Traditional

Indian and Persian Carpets.

Another parameter of measuring consumer type isettmomy of the people. 'A market
requires not only people and willingness to buy, dso purchasing power and the authority
to buy. One of the important features of Nepalpeais that it is economically accessible to
all class of the people. In markets every carpetdad consumer can afford for Nepali
carpets. In contrast, even the Persian carpetsDamdes are affordable to higher class
people: they also like to have Nepali carpet asipei distinct and having uniqueness in
weaving style, pile thickness, wool type and textdt can attract the fallings of people for
having a handicraft item. The consumers also usédiy Nepali carpet with the sympathy to
a poor country and by the name of Tibetan refugee.

But, there is no specific consumer group buying &liege carpets. They do compare the
price, design and quality of the carpets while hgyiAccording to the fashion trend the new
generation consumer group do not like the tradatiadesigns, and sizes are also changing
according to the room sizes of modern houses iogsur
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4.6.3 Price Structure

Pricing is a crucial decision in marketing. In egonc the pricing has been approached in
different ways such as pure competition, oligopmymonopoly. These constitute the overall
market structure. The price structure is the udifidationship of pricing on demand and time
factors influenced by different in consumer behgvemmpetitive response, the firm's cost

structure, profit objectives, government regulasiand exchange rate.
The price structure is influenced by following faict:
a. Firm Level Factors

The firm level factors include the objective, mdrkeea and cost structure, traditionally the
objective of Nepalese carpet exporters were to tadlop product in European markets
(especially North European markets). Being the yewtage of production was manual at
small production centers, the cost of productions wagher resulting the price was

comparatively higher. However being the produciheiv taste it as easily salable. But in
recent 4-5 years the carpets produced in Nepalaigel scale and some mechanized
procedures also introduced in carding, dying andhivey. And change raw materials also
helped to economize the production cost. In theesaay the market also expanded to more

countries and more consumers. Hence price couldf€proportionately.
b. Product Specific Factors

Nepalese Tibetan carpets are cheaper than theRensil other carpets, which are sold more
in markets. At first the consumers used to buy Neggacarpets as being uniqueness in
weaving style, design, quality and raw materialat B later years everything except the
weaving style has changed acceding to the dematichef However, the product has already
reached in mature stage as there are substitiganoé style and design carpets from India,
China and other countries. The delivery and otktebates of shaping have not changed. The
geography of Nepal is causes the Nepalese cargdtecan markets. The labor cost, raw
materials and lack of any kind of government incerst also make Nepalese carpets costlier
than the Indo-Nepalese and Nepal-China carpetsa ladd China use most of the wool

produced in their own country.
c. Market Specific Factors

Till 7-8 years all of the consumers of Germany, t3arland, U.K. and other EC countries

were not able to buy Nepalese carpet only the enaradly middle and higher class people
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used to buy Nepalese carpets. But after 1990-9pribetuction in Nepal increased according
to the political change (Multiparty Democracy, Cutosional Monarchy) and change of
government policies. The deflation of Nepalese euppeComparison of US dollars reduced

market price of Nepalese carpet.

The negative aspect of price drop is due to thehmower quality image of the Nepalese
carpets. Earlier it was a luxurious article, butvniv is deteriorated to a common article.
Consequently a large group of buyers reached auiwaitga on inspecting this, more
furnishing stores, department stores, mail ordershs, discounters, and shops for tools and
building materials becoming very interested in Nepalese carpets vis-a-vis Persian, Indian

and Chinese carpets.
d. Environmental Factors

In comparison to the price structure, Indian andn€se carpets are more competitive with
the Nepalese carpets. The buyers, being price tsendbegan to compare between those
carpets. Indian and Chinese carpets are compdsatoleeaper than Nepalese carpets
although the quality differ. China brought aboutyeompetitive offering by reducing price
as promotional tools in early nineties. Similarlydia also increased its carpet export 21
percent in quantity in 1991 by reducing price. Hewaluation of exchange rate also brought
reduction in export price in Indian and Nepal in919n the other hand, the excess
production in Nepal resulted unhealthy competitmmong the exporters. Consequently
market position changed from seller's market toelpsymarket. A few buyers saw the
opportunity to buy cheap and bought huge quantitipw cost. So the price wars and the
price cuts to drive out competitors destructedntiagket reputation of Nepalese carpet.

The price of carpet has dropped to 20-40 percetwinyears Most of the exporters have to
export their carpets at very much less than thar fbvsice However, the quality producers and

program producers are still getting reasonableitelgss quantity export.

There recession in Europe also affected the mamyoeemy of carpet marketing. The lower
class consumers' today use to buy cheaper carpeitiigianding the difference in quality.

Hence also the Nepalese carpets become more pdogsetitive with the Indo-Nepal carpets
and Nepal-China carpets. But, there are still qpalonscious consumers, who know the
uniqueness of Nepalese carpet. The Nepalese oaxpetts should maintain and promote

these features in order to meet the competition.
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Thus, the price structure concluded that the ti@tad oligopolistic and monopolistic
competitive position of Nepalese carpets is fatouy the position of pure competition. The
producers and exporters have no price policy. Tinengt sell at the price, over which the

buyers have more control.
4.7 Marketing Efforts Made To Hand knotted Carpet
4.7.1 Advertising

The advertising has many purposes like: buildingaorzational image, building brand
image, sales promotional etc. The massages deslkgndte Nepali exporters are to inform
about the image and address of the firm and inguistmeans that the massage is targeted to
the intermediaries. This is why the exporters atis&ron magazines punished by Nepali

publishers only.

Advertising in foreign Media is quite unaffordable the Nepal exporters. And, as the
Nepalese carpets are purchased in the name of kreotted woolen carpet rather than a
special brand of an exporter, consumer influen@dgertising by the exporters is not in

practice.

The media is used by the exporters and the tonr&giazines: Nepal Traveler. Adventure
Nepal, Shangri-La, Welcome Nepal, Nepal Visitorgz&ar International, connection are
some examples. Nepal Traveler and Adventure Nepal periodic magazines freely
distributed to tourists visited in Nepal, Hotelaviel Agencies and Airlines. These include
various articles about Nepal's tourist-valued @aged things along with tourist information
materials. Hence the Nepali exporters aim to infohe buyers and their agents who visit

Nepal and stay Hotels. Nevertheless the touristhfoother purposes are also informed.

Besides, each of Nepal Traveler and Adventure Nepsd publish special issues about
various aspects of Nepalese carpet and carpet timeusvith more advertisement of
exporters. The special issue is published in Jywiagvery year, when a fair is organized in
Hanover, Germany named the "Domotex Fair". The ativjes of those magazines are to
promote Nepalese carpet by strengthening corpaatemunication and highlighting the
publicity of Nepalese carpets, and they are distet) freely on the fair place.

Out of 23 sampled exporters 3 exporters are seeertzing their firm in the magazine title

‘carpet-e-world', published from India for the posp of the same fair. Little contribution has
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made by the 'Roster of carpet Exporters/ManufastofeNepal' published by CWDB. And

the exporters are seen listed their name in tradetdries and Yellow pages.

Among the sampled exporters 90 percent are foungrased. Out of them 6 exporters
(33.3%) also advertise in foreign magazines (2228tan and German fare Magazines).

4.7.2 Sales Literatures, Catalogues and Sales Protiom

Sales promotion is a diverse collection of actati having the characteristics of
communication and short term incentives. They mayabogeted to consumers or middlemen
buyers. On the other hand sales literature catabgand brochures, also tools of
communication and invitation, and considered asadflirmarketing tools. But, Nepali

exporters are not in practice with direct marketihpwever, they use the tools such as
brochures, design sheets, photo albums, slidesided films; which are operated with their
buyers (wholesalers and retailers) supporting metketing. Only 10 percent of exporters
found that they distribute brochures at the timé&aof Almost 70 percent of the exporters use
design sheets and photos of their designs andrpateéhile constricting the program order

and rest 30 percent exporters do only letter cpmedence (mail marketing).

Nepali exporters are not using the consumer pramdbols like: samples, coupons rebates,
premiums, prize etc. But they are using trade pt@naools as sales promotion. "Trade
promotion can persuade the retailer or wholesajesatry more goods than the normal
amount. It can also include and stimulate retailersromote the product. The exporters use
price-off (i.e. off-invoice) on the stock salesf s¢ason purchase and large quantity purchase.
They also provide allowance in such purchases #&uw @ovided some allowance to the
buyer for advertising their carpet in the markeiofeerative advertising). The exporters and
found to have displayed the carpet at their shoemrgand/or warehouses). The exporters
should send samples, while introducing new deseyms styles, but Nepal Government's
policy does not allow sending free samples. Eitherbuyer should pay for the sample or the
exporter should compensate to the buyer of makimgency payment to the bank. Steps are

taken to solve the problem in the current fiscalrye
4.7.3 Trade Fairs, Shows and Seminars

Trade fairs and trade shows are special forms aihptional tools, which are organized for

some specific period. These can make face to faoemunication to the actual consumers
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and middlemen. And these can influence the consummemake buying decision and

promoting channel members. New products get gospbrese in such fair and shows.

Domotex Trade Fair of carpets and floor coveringthe most important trade fair in
international carpet trading. 70 percent the Nepalpet exporters are found participated in
that fair. Domotex fair, a largest carpet and flgowering fair, is organized in January of
every year at Hanover, Germany. The fair provides)alusive opportunity for the importers
and exporters across the world to establish orweheir contacts, to place orders and buy
and sell their world to establish or renew theintegts, to place orders and buy and sell their
products, and to have firsthand experience aba@utgbent innovations in the industry. Every
year about 40 countries’ machine and hand — magetsatextile floor coverings, and other
floor coverings are displayed at the fair. Nepajp@ters do not subscribe their own space
but in collaboration with their buyers, they couidit the fair to know the new innovation in
designs, quality, and fashion trends. The expodts make contacts with new buyers and
get contract of order. The domotex fair is visibgdmore than 80 countries' visitors including
architects and interior designers. There is alg@amred a series of lectures on the future
trends and prospects, quality, environment and etizdg

In the Domotex fair 1998 a group of German imparteErgether exhibited a special show
called "Fascination Nepal" at the cost of one wmilliGerman Marks. They had displayed
Nepali Carpets will special attention of focus Nepad its products. The show was
highlighted in a special television program at Ea@olhe show had found benefited German
importers as well as Nepali exporters. Hence, dmeesshow was repeated in the year 1994 as
well. But, in that year the exhibitors and Nepaiperters could not get satisfactory response.
The Nepal's stratus has taken over by the Iram@amadic’' carpets and the completely new
look of Iranian hand woven carpets called 'Gabeh'.

The experience of Nepalese exporters, who hadcjgated the Domotex fair 1998, were
quite encouraging than the previous year, but i@pe that Nepal will have to wait for
some times to see the fruits of this fair to malere but from the year 2008/09 the trade is
falling till the year 2012/13.

Another biggest floor covering fair is the Atlanhational Floor Covering market fair
organized by the USA annually in January this fmomoted interrelationship between major

retailers, interior decorators, furniture housed aarpet producers. The carpets and rugs of
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all parts of the United States, Nepali exporterso alake part is that fair through their
respective buyers. Only 20 percent of the expoftarsd participated in this fair.

Other trade fairs organized on Germany are Euretidumbark and Heimtexitl — Frankfort.
But Nepal's Participation in those fairs is vergsleAll together 20 percent of the exporters
participate in other trade fairs in Switzerlandarae, Australia, Japan, Holland and Italy.
Exporters also participate in domestic trade fairdimalayan Expo and seminars or child
labor problems, environment, market developmentl ww materials and quality control
organized by different organization in Nepal. Besidthe exporters do visit in their major
exporting countries to know the ongoing marketdreanake channel relation good and create
new channels.

In each visit the exporters have to expend arousdBRakhs to Rs 5 lakhs. The expense
depends in the duration of visit and number of ¢toes in one trip. The expenses are higher
in the fair time visit than other visits and thosgpenses are borne by the exporters

themselves.

4.7.4 Promotion through International Channel Membes
Nepali exports have not practiced in promoting comsrs directly. In other words they are
using push strategy by promoting and inviting mariedlemen (bulk importers). No direct

benefits, incentives and influences are providetthéoconsumers.

In contrast the wholesalers and retailers of fareigarkets promote their show-room or
trading house with a verity of promotional mix likedvertising, display, discount, premiums,
and Personal selling. But the trade houses do rmh@e only Nepali carpets. They do
business of different countries' different typescafpets, so they promote all the carpets at

the same time.

The European importers of Nepalese carpets mainyeomany, Switzerland and U.K. are
re-exporting the Nepalese carpets in other carpeswoming countries. They are employing
sales agents in the US, trying to work in joint tuea with American importers and are
promoting market prospect by acting as supportorgmanies there. From the survey, only 9
percent of the exporters are found to have beer donperative advertising in the German

Magazines.
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4.7.5 Public Relation and Social Factors

Public relation (PR), even though seen less utllize an important promotional tool. It has
great potential for building awareness and prefazeim the marketplace. Public relation
programs can improve, maintain or protect a compamgroduct image. The image of the
country regarding the product is essential for expoarketing. The public relation is
concerned with the publicity of the product, compaf the country. Good PR is good
corporate communication, diplomacy and behaviorotAar important factor of PR is the

relations with government and international agescie

PR assists in the launching of new product, bugdip interest in a product and positioning.
Nepali carpet was firstly promoted with public teda. The Swiss agency and International
Red Cross had created the flourishing environmentNepali carpets in the European
markets. The carpets were sold with the name oétéib refugees as "Nepalese — Tibetan
Carpets". The sympathy to the Tibetan refugeesagmalor country, Nepal, was the sensitive
promotional tool. In 70s and 80s Nepalese carpets getting popularity in the markets with

the "made in Nepal" label.

As the product got popularity, the private entreeres in Nepal began to increase to fulfill
the demand from more retailers and wholesalerstlagroduction increased unexpectedly.
So the carpet industries became the subject ofquitérest (issue). More questions arose on

the supply side like raw material, labor, financeoeial values and norms, and environment.

"Public relation is good relation with the publad the public of the firm are broader than its
market. They include all those who are affectedHsyfirm's operation and all of them can
have effect on firm's success. They include custengeneral public, investors, government,

media, laborers, suppliers, activist and lobby geoand distributors.

The concerns of public activities group and medeaenthe child labor and pollution. The
child labor is not a new source of labor, it hagrbeising since the sixteenth century in
Europe. But, the move of the twentieth centuryigards the human right, social welfare and
children's welfare. The issues have been taking saace the decade of 1980. "In early
nineties, the government of USA has banned impdrtsys from China in which child labor

was being used. The entire fur industry has coldgsecause of boycott from animal lovers.
In that concern the carpets made with the childdatannot get market. (www.carpet-e-

world.com).
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Tremendous pressure had already been placed iry ea@meties from human right
organizations in the countries like Germany, Belgilengland, Canada, USA, Austria etc. to
boycott India carpets. As a result the India caretd already set back from markets. Hence
the India had used to label a trademark on capretuced without the child labor with the
efforts of Indo-German Export promotion Project EIE) and carpet export promotion
council (CEPC). The Indian Government had made cisopy for exporters of Indian had
made carpets to furnish registration cum-membenst@mbership certificate of CEPC.

Since then Nepali carpet industries were also ldoke the eye of public. But carpet
manufactures exporters were not so concerned wighamd cry. Rather, they began to hide
their weaknesses and were more profit orientedntyehere is no ban of child labor and

domination of labors as it was in India, the casere or less in practice.

The public relation tools were used to maintaindypablic relation by creating events such
as conferences, seminars on the issues raised media. Similarly public service activities

like child care center, improvement of working eowiment, employee's health check up
camps were also conducted by some carpet fact@igghe actors destroying PR were more
sensitive on the one hand and on the other handetvecomers and more profit — oriented
industries did not care about the threat. NG haddil0 factories in 1997 as child labors are

found in those factories in surprise visit. (USAE2, February 1998).

The strength of PR, hence, depleted along with &ditngn and price falls had been losing
the goodwill of Nepali carpets in market.

The already starting price bargaining and hesigattnorder Nepali carpets peaked when the
Panorama channel or Norddeastscher Rundfunk, Hgnbud. highlighted the child labor
in Nepali carpets on April 28, 1996, and about 5@%the carpet industries are forced to
close their industries due to cancellation of csdethers also could not get orders.

On the other part, the public was sensate in thmaatof pollution and health hazards of the
carpet industries. Several studies had been donsolbye organization, like: Economic

service center, had done study on assessment blepre of carpet washing in Nepal and
location aspect of carpet industries in Kathmandiley and concluded that the pollution in

water and air from washing and dying is dependerthiemical used and the concentration,
and other pollution of carpet industries land, ggd and waste and absorption of ground
water. The carpet industries fail to reflect th# &conomic and social cost of environment.

Recommendations were made to relocate carpet meisutside the Kathmandu valley. But
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the government could not take any strict and affegbolicy regarding relocation, pollution
control and employees' welfare by developing iriftecture and incentive packages for them.

The activist group and general public continuedgpose the carpet industries.

Thus from the end of eighties, the traditional gaoltland reputation of Nepali carpets in the

market had been decreased; instead, it broughpiialetity about the industries.

Good public relation assists repositioning the meaproduct and defined products that have
encountered public problems. The carpet manufa®exporters today became aware about
PR and not using child labor in their factories gmaviding reading and health facilities to

the children staying with their parents in the dagtfactory sites.

4.7.6 Institutional Efforts on Promotion

The institutional efforts on promotion have somecsgl international dimensions, which are
not usually considered in the promotional mix. Theglude the activities of government,
trade's organizations and association. In additiom,international agencies, the joint WTO-
UNCTAD international Trade Center also have proowl efforts in Nepalese carpet
promotion.

Government Associated Organizations

Government assistance in export marketing usuallgg three forms: information, financing
and promotion. These activities are practiced underMinistry of Commerce and Nepal
Rastra Bank. But, the establishment of Trade amdb®promotion Center has made it as of
the national focal point of export promotion. Sithe beginning, the center has focused on
the export promotion of Nepalese carpet in Eurape Aamerica along with other products.
The major activities done by the center were primgdnformation of markets and importers,
participation in trade fairs, organization of tradelegations. But, the activities cannot be
assessed as to what extent of efforts was madeaifqet promotion and what were the
benefits. Nevertheless, the carpet export couldease and diversified to more than 35
countries.

The carpet industries are taken in the categorgottfage industry and handicraft sector.
Hence, the activities of TPC regarding carpet cotetl under the Cottage industry Export
Development and Export promotion Council. The d&himent of 'Products of Nepal' in the
USA nevertheless, could not make great impetusienpromotion of Nepalese carpet. TPC
has brought several publications like ExporterseCiory of Nepal. Commodity profile

(Woolen Carpets).To strengthen the export of sgmeeied product, another project, Export

Service Center (ESC) was also created in mid 198@sok carpet and wool products in one
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sector and worded under the marketing strategiesechby the TPC. Carpet industries could
also promote their export through the establishn#nExport product Development and
Export Promotion Council. Its major activities wemdevelop contacts among Nepalese
exporters and importers abroad, product developmprivide technical and market
information, train the manpower, check quality aefvrmaterials and exportable products.
Organization of buyer — seller meets and publicatibrosters of exporters etc.

Realizing the importance of carpet sector in Nepad, organization, carpet and wool
Development Board (CWDB) was also established i0%9according to the demand of
private entrepreneurs. It specializes in the quabintrol and promotion of Wool and Woolen
products. Regarding its major defined function®:liRroduct development, quality control,
market development and diversification, researcidiss. Seminar — workshops, trade fairs
and exhibitions, information and publications, tiftag and technical services, the Board in
the past days was engaged in the formalizing tip@reyprocedures of Nepalese carpet and
import of raw wool. Besides, it has organized feamsars and workshops on the timely
issues of the carpet industries like: Child lalemyironment and trade barriers. The board has
completed the study on alternative use of cut-prioel (Jhindu). Regarding the promotional
service, the Board had organized several buyersellers’ meets, organized buyers’
delegations and made visits to the carpet indwsstripublished rosters of carpet
manufacturing/exporters of Nepal and importers ofdgean countries, and video films of
Nepalese carpet and sent to the buyers. The Beartnitoring the markets and providing
market information and also providing guaranteeviserto exporters on carrying export
sample of Nepalese carpets without depositingdhedn currency to bank. Exporters should
pay the bank after selling of carpets. They can akport sample up to amount of US$ 500
without any deposit for the period of six monthghe payment is not received.

There are several other government associated ineg@ms like: Ministry of Labor and
transport management, Department of Cottage andl Sntustries, Cottage and Small
Industry Development Board (CIDB), Nepal BureauStndard and Metrology, National
Productivity and Economic Development Center ase glaying indirect roles in promotion
of Nepalese Carpet.

Non-Government Associations and Agencies

There are more than a dozen of non-government @afgon and agencies whose activities
cannot be less emphasized in contribution of exparnotion of Nepalese carpet. Some of
them are: Nepal Chamber of Commerce, Federatidtephlese Chamber of Commerce and
Industry (FNCCI), Nepal German Chamber of Commeand Industry (NGCCI), Japan
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External Trade Organization (JETRO), Nepal Japaan@ier of Commerce and Industry
(NJCCI) Central Carpet Industries Association (CE laternational Trade Center (ITC) etc.

CCIA is the focal point of export promotion of Négse carpet workshops and seminars for
the Nepali manufactures and exporters about thedtend threats of market since the
establishment. In early nineties the carpet asBonigor the first time competed and
published the detail and informative brochure almarpets and carpet production in Nepal
called "Carpets from the Country of Mr. Everestimiarly, a video film was also made and
shown in 1998 in New York Copies of video were algiributed for many carpet importers.
CCIA has been continuing such activities to cregded public relation in markets. It has
published another brochure named “The HimalayaheCwbn” in 1997 and 1998. It is also
working for quality development and market divacsition of Nepalese carpet.

Similarly the Association is working to top Amencenarket since 1998 in collaboration with
the USAID's Economic Liberalization project. Thegram is focused on familiarization of
the Nepali manufactures/exporters with American katartaste, design development and
establishment of market linkage with American intps. After the two way visits of buyers
and exporters, Nepali exporters could receive sanmptiers through the coordination of
CCIA in few lots. The sample carpets were exhibitethe USA as well. Similarly, Nepali
designer training in the US also conducted in m2§81 The good matter, the program is still
continuing. The Association is also exploring marké Nepalese carpet in Japan in
cooperation with Nepal — Nippon Forum and JETRO.

The joint WTO-UNCTAD, ITC in Geneva, formed to serless developed countries for

export promotion, has also played important rolexport development of Nepalese carpets.
It has published the study report on "Major Markait©Oriental Carpets" in 1969 and 'major

suppliers of Hand knotted Carpet” in 1981 and 19B3 center has organized several
seminars, workshops and training in Nepal with @apon of TPC, Nepal Chamber of

Commerce and other organizations, similar workshepminars and training are organized
by TPC in Nepal with the support from EEC- Belgiamd GTZ — Germany.

4.8 Procedure for the Trading of Carpet in Nepal
4.8.1 Export Procedures

Export procedures may be seen as the channelteditaken in export marketing, because
channel is defined as a pipeline for goods from utfesturers to consumers. There are more
than 200 registered carpet exporters in Nepal. &kporters have to fulfill different
procedural requirements from the time an exporeoislobtained till the realization of export
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proceeds. Preparation of various documents, banidggirements, custom procedure and
transportation are the most complicated procedofregport marketing in Nepal.

The exporters have to register their firm in theo@ment of commerce or its branches as a
trading firm. There are many exporters who haver toein industry and many exporters
work as marketing institutions between the prodsicGand other channel members. Many
small and medium carpet manufactures do not exjpttly, the exporters used to buy the
carpets manufactured by them after inspection alityuand specifications. Some of those
are paid wages on a contract basis after the cahaet been equipments are supplied to the
weavers by the established manufactures and/orexpo

The industries must be registered within 6 monthsperation in Department of Industry of
Department of Cottage and Small Industries or renthes. But in present practices, the
small manufactures that supplies to the establishadufactures and exporters have not
registered their industry.’

Next, the exporters should have a current accoithtaweputed commercial bank authorized
to deal in foreign exchange. The bank then agreefeal transaction between the exporter
and buyer.

Exporters have to prepare various documents withen distribution pipeline to satisfy
government regulations, international commercial &ansit rules and payment transactions.
At present the Nepalese carpet exporters have dpapg the following documents while
executing the export.

Export contract from,

Commercial Invoice, Packing and Weight list

Certificate of Origin,

GSP Certificate of Origin

Letter of Credit (L/C)

Foreign Exchange Earning Bank Certificate

Custom Transit Declaration Certificate (CTDC)

Bill of Lading or Shipping Bill

© © N o g B~ W Dd e

Railway receipt/Airway Bills

[EEN
©

Custom Clearance

[EEN
=

Insurance Policy
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The certificate of origin is issued by the Nepab@iber of Commerce. To enjoy preferential
tariff concession in the importing country, the G&#tificate was obtained from the export
section of the Trade Promotion Center. But, at gmeshe carpet and Wool Development
Board checks and certifies the GSP. It consistghef information about the means of
transport, route, name and address of the expantdimporter, number of items, number of
packages, description of goods, place of manufactross weight, Quality and number, date
of invoice and value, certification etc.

To obtain, credit facilities from bank, various dowents are needed, such as CTDC,
Railway/Airway Bill, Bill of lading insurance poli; certificate of Origin etc. The exporters
today also export their consignments under advgagenent receipt, and 10 percent of the
exporters use sight draft term while selling sammple

The Nepali exporters should obtain the CTDC cedi from the Nepal border custom
authorities concerned to assure the Indian custathoaties that the goods are not of Indian
origin, and are mean to for export from Nepal tiodtlcountries, other than India and shall not
be retained in India. The consignment is carriedHgythird agency to its destination. The
third agency gives its official receipt (Bill ofdang) for the goods shipped in its vessel to
carry them to the port of destination.

If the goods are shipped from Nepal border to Indsarder by rail, the railway authority
issues a rail way receipt and endorses it to tiperear. If goods are not sent by train, it can
be replaced by cover Note (C/N) which is issuea@ isansport company. When the goods are
sent by air, the Tribhuvan International Airportsues an Airway Bill. Before the
consignment crossing the Nepal border the expaiteuld get the goods cleared by the
customs. This procedure should be completed inctis#oms office of Nepal border or of
Tribhuvan International Airport office or of ForeigPost Office Department; from there the
goods are passed. At present there is no custoy KWotexcise duty, no sales tax and no
guantitative restriction in export of carpets

If goods are transported through India, the expat®uld clear the custom office at Indian
border. As soon as the export consignment crossell¢épal border, the exporter must get it
issued by an authorized insurance company.

4.8.2 Transportation

Transportation plays a role of facilitating ageneytotal distribution channel system. But,
one of the major bottlenecks in development of ékport sector in Nepal is the country's
geography. The difficult mountain terrain on on@dhand being landlocked country on the
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other brings serious challenges for the developnoérthe export logistic system in the
country. The country has limited modern transpamtanetwork and a major part of the
country still depends on the human labor for traniggion of goods. This is one of the main
causes that most of the carpet manufactures anortexp and concentrated in Kathmandu
Valley.

The problem posed by the landlocked of the cousteyen more severe as the country has to
access to sea only through India. The problem ansit, transportation, warehousing,
insurance etc. has always been obstacles to Nepqgirt trade. All the carpets exported
from Nepal have to be carried by air or throughdnéfom Calcutta Port.

There is lack of government incentive on transpididre than 75 percent of the carpets are
exported by land and sea. So, the exporters canaet the prompt delivery commitments.

Procedures and physical facilities and service€altutta port is another problem for the

Nepali carpet exporters also ship their carpetsnfidangkok port and Singapore Port

carrying up to their by passenger flight.

4.9 Problems and Prospects of Woolen Carpet Export
4.9.1 Problems on Woolen Carpet Export

Those problems which are seen in this industryt coive in single attempt, gradually it
could be solved but the plan and strategy shouldeveloped towards solving problems. Due
to different problems in carpet industry in Nepatould not have increased in the firm of
institution. So many numbers of carpet industriesenestablished and closed. But very rare
numbers of industries have been remaining in thmiryg. For this purpose, first the problems
should be identified and classified, especiallyloiwing problems are seen in Nepalese
woolen carpet export and carpet industry also.

a. Problems on export

b. Problems of market

C. Problems on production
d. Other problems
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4.9.1.1 Problems on Export

Nepalese Hand knotted woolen carpet; when expog b@en many problems. The
government is not doing responsibly activities dbihie exportable items. The following
problems are seen in woolen carpet export.

I. Problem of Sea Port

Being the landlocked country, Nepal has no own pad Only one dry port located in
Birgunj couldn’t bear whole exports. Depend upoe thdian sea port, warehousing, road
transportation problem, labor strike, Nepal strdte the main problems. Due to different

problems Nepalese woolen carpet could not reatimmin international market.
il Problem on air transport

Nepal should depend upon air transport due to llaciced country, air transport is expensive
and problem of lack of sufficient planes to diffierecountry so here is another problem

exported carpet cannot be delivered in time.
iii. Lack of Government's Commaodities Policy

It should be different export policy to all expdrta items but the government has made
common policies. The facilities given to export glaobe high on carpet export because it has

not exported on quota system.
Iv. Lack of Promptness on Government's Departmentad Office

The export policy is not properly implemented byweamment departments and offices. In

fact, it is only in written form.
V. Trade mark/Brand Name

Nepalese hand knotted woolen carpets have nottstade mark and Brand Name so other
countries agents like a Indian carpets are beippried on the name of Nepalese carpet. It
affects on the good will of Nepalese woolen carpéiese types of illegal export must be

controlled.
Vi. Unnecessary Process on Carpet Export

To export the ready woolen carpet, different precgsould be performed. On the exporting
process the production certificate should be restkivom Nepal chamber of commerce. For

this purpose the exporter should pay 12 percentuamon exported invoice price. In the
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second process the recommendation letter from tampe wool development board for

getting GSP facility in foreign countries should tag&en. For this purpose the carpet and
wool development Board takes Rs. 2 per sq. meteaqgfet export. In the final the carpet is
taken to custom office and it takes 0.5 percentisercharge. In the present for the purpose
of getting export service charge $34 per sq. m.de#srmined as export cost of carpet on flat

basic. All these lengthy process should be cudaile
Vii. Export Service Change of Carpet is Unscientiti

In the present the fixed floor price of woolen arfor the purpose of export service change
by the government from which the real value of eigubcarpet cannot be known. This floor

price does not stimulate to exporter so it shogdntprove.
4.9.1.2Problems on Market

Nowadays, Nepalese woolen carpet is being expootedore than 60 countries but in most
of all the nominal value of carpet have been exgmbexpect Germany, Switzerland, UK and
USA. Nepalese woolen carpet depends upon mainlyn@gy market. Indian woolen carpet
has covered large share of market in America. Thegedifferent problem in marketing of
Nepalese carpet in world market many factors hasenbeffecting in woolen carpet's

marketing's such problems can be pointed out &snfsl
I. Lack of Research

Research work on consumer's behavior on productredneeds and wants should be done.
The research work on carpet industry, in markeaéind production is very essential but it has
not done well. It should be researched for inteomal market but the problem of
government to take visa and other documentatiopgpation are very difficult.

il Competition

There are keen competitions among different flamecing materials in international market.
Nepal must to take her woolen crept with new stjiate otherwise it will not have vast

market. Nowadays India and China are the main ctitopeof woolen market for Nepal.
iii. Problem of Promotion

Today's world is a world of promotion of the protuto take the market different types of

promotional tools should be sued like as advertesgmpersonal sells etc. An intensive
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promotion about the woolen carpet, its qualitiebaracter could not be done in an

international market as well as requirement by Nepa

iv. Problems on Market Diversification

Since 30 years Nepalese woolen carpet has depemqedonly Germany market but the
German market was going to be decrease year after Wow the USA market is also in
decreasing trend. The market cannot be establishether countries as in Germany and
USA. Other markets also have to be searched.

v. Import of Wool cannot be discriminated

Required Raw materials of wool has been importdd fsom New Zealand and Tibet. From
which, wool cannot be got at cheap price. That'yy wie should import the required raw

materials from several countries.
vi. Nepalese Woolen Carpet cannot be exported in Rsonable Price

Due to price competition in an international maritet foreign importers demand woolen
carpet in cheap price. As a result the exportedspraducer of woolen carpet have decreased
the price of carpet to export their carpet rathemt production cost which becomes very

disappointed to Nepalese woolen carpet export.
vii. Lack of Information Technology

The market information on woolen carpet cannot bkected, what was happened in the
international market it should be known. The mangtstrategies can be made based on

getting information.
viii. Problems on Price Discrimination

The pricing of woolen carpet should be done as etaposition but it has not found in

practice. The price of carpet cannot be discringdatccording to market's position.
ix. Problem on Making Technology

Nepalese carpet making technology is being copieditferent carpet producer countries
like as Iran, Egypt, and Vietham. Nepal does nethsigned in an international treaty and

transit on international copy right, which has afézl Nepali woolen carpet production.
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4.9.1.3 Problems on Production

There is significant effect of production on congtion of product. Production function is
very important in marketing of any goods and s@&wicThe requirement of customers and
their interest and ability of pay should be consédeon production function. Customers of
international markets are using Nepalese woolepetaBesides Nepal; Iran, Afghanistan,
China, India and Some other countries are exangfl@oolen carpet producers. Therefore
Nepalese woolen carpets demand is determined bietnanvironment of world market.
Because of problems in carpet production, Nepahlesaen carpet could not meet market's
interest; as a result it loses its market share. @oblems on carpet production can be listed

as follows.
i. Problem on Raw Wool Import

Nepalese woolen carpet producers depend upon teefiocountries to raw wool import.
New Zealand is the main country from where raw wisoimported by Nepal. Very little
volume of wool imported from Britain and Tibet.

The imported wool is entered in Nepal crossing la@y. It has to cross long way and long
land way. Different trebles like making delay orlaad; problems and restriction are created

in transit by Indian administration.
ii. Lack of Capital

Without capital no industry can be operated. Inecak carpet industry of Nepal, most of

industries are suffering from the lack of capi@lom the production purpose to marketing
purpose they are unable to run their program snipo@ommercial banks in Nepal have

been providing loan to carpet industries at expensgiterest rate. So the carpet industries
have not able to growth speedily due to the lackagital.

iii. Child Labor Problem

Child labor is being used in most of carpet indust get high profit by giving low wages to

child labor. In early nineties some western mediiad created propaganda a of child labor
use which have created irritation to Nepalese woobepet in European market and brought
huge trouble in carpet industry. Government of Nlepad such private sectors have

succeeded to remove that propaganda partially lgnmany propaganda about child labor.
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So the problems of past may come again in theurstrg. It is very necessary to remove child

labor from the carpet factory.
iv. Problems on New Technology

Since 37 years the woolen carpet is being manukiestunder made method. In international
market different kinds of carpets are available tosved carpet, woven carpets; needle felt
carpet and other types. But Nepal has been unakéerew product (floors covers) expect
hand knotted woolen carpet. The consumers of Ggrmamt new test of floor covering, but
Nepal could not improve structurally.

v. Lack of Skilled Manpower

In Nepal mostly hill people have traditional wooleraking skill. So, Nepali woolen carpet
industry is suffering from lack of skilled and gifi@gd manpower. There are not adequate
training facilities to develop the carpet makingliskue to the lack of skilled manpower the
carpet labor are pulled on industry to another stiguby giving extra facilities. This is very

poor matter for sustainable develop of carpet itrgtus
vi. Problem on Social and Environmental

It is not doubt that carpet industries have takeanemic support to country as well as
employment to large number of illiterate and literpeople in the country. But we could not
reject this statement that carpet industry has lb@eng environmental problems as well as
social problems. The chemicals used in carpet wgshnd dying having created water
pollution. So the government has made the policganpet industry that is "carpet industry

have to shift from Kathmandu valley" to village ase
vii. Weakness of Carpet Industrialist

To get high profit margin and to compete with otharpet on price decreasing as price war
Nepali industries are using cheap material andchedzor. Like, cut prices of wool (Jhindu)
and child labor. With that the production of carpetomes low qualitative and declines on

Nepali woolen carpet's demand in international retrk

Nepalese carpet producers do not use principleosf management. They only have used
direct method of cost saving. The tendency of @repreneurs and exporters "any how high
volume of carpet export in high demand periods" enldv quality production, which made

negative on Nepalese Hand knotted woolen carpet.
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4.9.1.4 Other Problems

Instead of these above mention problems, some witpartant problems are attached with

1.

2.

10.

11.

12.

13.

14.

15.

16.

17.

Competition brought about by the china and Vietnam.

Problem of mass use of machine made yarn inste&érad knotted yarn for

carpet production.

Due to loss of one major importer of Germany.
Pressure of several trade unions.

Indio-Nepalese carpets.

Child labor problems.

Infrastructure bottlenecks.

Intra-competition between domestic manufactures.
Charging unnecessary taxes by government.
Prompt change in carpet related act.

Lack of legal provision for the revival of the aligarpet industries.
Lack of security for local carpet industries.

With government view carpet trade only as the reeerollection sector not as

the foreign currency carver.
Tedious documentation problems while exporting gssc

Establishment problems of employee training cefderthe production of
gualitative carpets.

Problems of foreign carpet attraction i.e. Chinemgpet.

Import of Low quality raw wool from New Zealand bijhe Nepalese

entrepreneurs.

4.9.2 The Future Prospect of Nepalese Carpets

A revolutionary chapter was begun in 1960's whe:n ¢bmmercial production started in

Nepal and now, Nepalese woolen carpet industrynmlleon-dollar venture. Carpet is in fact

a main source of earning foreign exchange. But ttuenherent flows, which became
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prominent in the last few years, the size in expad tended to decline and as a consequence
of this majority of medium and small scale carpelustries started to close down after mid

nineties.

The first consignment of carpet was exported in4196e mass production picked up only
after 1980s when the total production was at onedted and thirty seven thousand square
meters. Price wise since there was steady incliaademand up to early nineties, the figure
show disproportionate earnings compared to thersgumeters of the carpet exported. But
soon after, the evils in the trade which took shiapbe form of overproduction at the cost of
quality and the resultant adverse publicity puldhby regional competitors abroad put a
break on the steady trend. As a result of it, Negm@lcarpet exporters suffered a serious

setback.

Nepalese carpet, which is a combination of Tibetad Nepalese artistically, soon gained
notoriety due to number of factors. This promotee industry to review the situation before
they could expect to gain a semblance of faithhef European importers. Over production
and the use of cheaper quality thread and wool leen abandoned and the production
which was being rejected by the overseas imporéar $tarted finding place in the super

markets abroad, although, there was fluctuatiaheénexport of carpet from Nepal.

The past has been studied and carpet people hawetefrom it. They now know that they
will grow steadily in the coming years if they caoitoverproduction and maintained quality.
Even through the prices may never be what they amre for same people. Specialists will
still be able to sell their carpets for a good antoit this time, price range from company to
company and it is quite difficult to tell the sate for a square meter of the Nepalese Tibetan

rug.

Carpet is luxury item. Being poor country, the dstitesale of carpet is negligible and entire

production, which comes up to more than 3 millignms is to be exported. Many enterprises

are supported by the carpet industry one or anokrewing this, the Nepalese government

recognizes the tremendous harm that the countrgisoeny may takes if the carpet business
is neglected. Trade is being taken seriously aea#ls. The most important step is to close

the huge gap between the rates of different pradu&ecause some people are selling at a
rate that is lower than the manufacturing cost. Wlame getting hurt by unhealthy

competition.
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An important factor that may help the carpet indust publicity. Those effective methods
which will expose Nepalese Tibetan carpets to fprenarkets need to be found. To rely on
Germany alone does not guarantee the future safdéhe carpet industry, where 42 percent
of carpets are exported. Germany economy, politstalation and buying attitude may
change and Nepal's carpet dealers will be diresflyenced. Expansion is the shale answer
for the future and for that a workable marketingtgtgy is indispensable. Every taste has to
be studied thoroughly, whether it is in Europe otsae. Nepalese entrepreneurs can't afford
to miss any business opportunities because ofdéadkformation, the way things are, there

may not to be a probable with that.

As long as there is full confidence among the mactuies, exporters and importers on the
carpets positive factors, there is little to woatyout. The market is out there and the carpet
industry has come long way through periods thatewas difficult. A few tumbles don't
necessarily mean that carpet people should feebdiaged. One thing which is out to keep

in mind is the quality of the product and the brand

On the other hand the world's trade system has beerg improved. The super power
organization like WTO is doing well and it is prding the umbrella forum to penalize the

trade norms violators.

As far as Nepal as a LDC is concerned. It can degsound and reliable benefits by following
the various WTO principles, WTO provides for a mopevel playing field i.e. the most
favored nation (MFN) status to all the member coast LDC like Nepal will not be
discriminated with the other trading patterns idahg developed countries like USA,
Germany, and Japan etc. Similarly, the descripiidhexist between one's own and foreign
products and services whereby they are given redtiveatment. It provides for free trade,
gradually through negotiations by means of progvediberalization whereby trade barriers
like customs duties, import bans or quotas are led/¢o encourage trade. It has made the
business environment stable and predictable. Thatdes are bound by their markets for
goods and services. This invites regular surveibaf the national trade policies and

transparency in multilateral trade rules.

WTO promotes open fair and undistorted competibgrdiscouraging 'unfair' practices such
as export subsidies and dumping products at belmst af gain market share. It is more

beneficial for a LDC like Nepal as more time hasrbgiven to adjust to WTO rules. Special
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privileges and greater flexibility has been allowedorder to accelerate market access

commitments.

Nepal having cheap and leisure labor force haswetitive power on the carpet which any
leads it in to the world market. On the other hamte WTO provides the regular monitoring
duplications of the morality can be discouraged tedpenetration on the world market may

be continued instantly.

The recent scenario of changing portfolio of thganamporting partners of Nepalese carpet
has given a new ray of hope for the carpet expoitecause the big partner like Germany
and continued of consuming the Nepalese produdt gi¢at preference. Similarly the next
partner UK is increasing the consumption of the &lege carpets. The arrival of new major
partners of importing Nepalese carpet, Turkey, Greand Portugal shows the positive trend

of finding new market.

The concept of making Nepal the transit point betwthe world largest populated countries
like India and China obviously plays vital roles tbe promotions of Nepalese carpet to the
world. This consequently reduces the cost of prbdos and increases the competitive
power, which will be vital to compete on the wonhdirket.

The newly development of diplomacy with the midékest like Qatar and UAE and other
countries which can pay much money for their luxargty change the composition of the

Nepalese carpet importing partners.

In the future, the Nepalese Tibetan rug needs texpesed to fresh markets. Trade fairs and
conferences will be very important resources f@& Mepalese Tibetan rug industry. With
proper strategies, Nepal may in time, take thd fitace among the world's top ten carpet

exporters.

4.10 Major Findings
1. During the period 2008/09 to 2012/13 the exportngtya of carpet was in
decreasing trend but Value was slightly increasindiscal year 2008/09 the

export was on peak point.

2. The selling price of carpet depends on demand. mh& Nepalese Hand
knotted woolen carpet importer countries are GeymalsA, Belgium, U.K,
Switzerland, Turkey, Italy, Canada, Netherlandssta and Japan in latest

trend.
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10.

The import in the major countries is in increasingnd but the percentage
imports of Germany, France, UK, Switzerland andhddands in total world

import have decreased comparatively in the perfaghdy nineties.

Iran is the largest supplies among the carpet éxgooup China, India,
Pakistan and Nepal are than listing. Nepal had seggificant share in total
export of hand knotted woolen carpet but it haseased sharply reaching the
share 10.4 percent in 1992 but it again reducke 12012/13 becoming 8.4

percent of the world market share.

The Germany has played vital role in promotion ephllese carpet. Out of EC

country carpets are exported more than 60 countries

The woolen carpet have played major role on GNRation because it is the

main product to earn foreign exchange.

The total consumption among the countries is noedast and interpretable
due to massive fluctuation in the trend. Howeveris iobserved that there is

still good demand of hand knotted woolen carpetragptbose countries.

There is a tough competition for Nepalese woolepetan comparison to the
market share. Even the market share in terms afevatany not be quite
informative of competition, Nepalese carpet havdate the competition in
market with the carpets of Iran, China, India, B&n, Afghanistan, Turkey

and Morocco are the Main competitors for the woaarpet.

The Nepalese exports and manufactures have notavei distribution cells
in foreign countries except on trade fairs. Aboditp&rcent of the sales go to
wholesales in Germany who are specialist merchamdsre-exporting to UK,

Switzerland, Belgium, Hong Kong, Singapore etc.

93 percent of the export of the Nepalese woolepatas base on direct selling
through the individual effort of entrepreneur, rémvag 7 percent is through
agent and intermediate's 85 percent carpet expoough wholesalers and

only 15 percent through retails in the internationarket.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

One of the important features of Nepalese carpéhas it is economically
accessible to all class of the people, uniquenassveaving style, pile
thickness, wool type and textual and some useduio dympathy to poor
country and by the name of Tibetan refugees.

The effort made by government to promote the maokdiepalese carpet of
making policies entrepreneur side efforts are dimyted to participation on

seminars and exhibition.

The reduction of price and demand of Nepalese tampthe world market is
seen which is because of deflation of Nepalese Kupeomparison of US
dollar, quality of carpet, use cheap wool, childdg other competitor country

export in cheap price, problem of promotional tceils

Nepalese hand knotted woolen carpets have nowistiademark, brand name
and copy right certificate. India has sold Nepaleaget with other brand

Name.

Nepali exporters are not using the consumer pramadtiols like; Samples,
coupons rebates, premium, prize etc but they arg usade promotion tools
as sales promotion. Trade promotion can persuadeethiler or wholesaler to

carry more goods than the normal price.

There are different problems in carpet productiexport process, and

marketing. Among them marketing problem is founé asajor.
The diversification of market is not done succelgsfu

After establishment of Trade promotion center (TPOELIA entrepreneurs of

carpets are collecting forwarded towards marketotoon of carpet.

Carpet weaving has become a subsidiary occupatimm@ the village people
which are concentrated in Kathmandu Valley, workanes migrants coming
from villages in the hill and plaints through soroklocal people. In the
production period carpet is accomplished and differstages, all stages

involve a lot of hard work. The work force compssgomen and men both, in

73



20.

the past child labors are also used but now chthdi free certificate should in

carpet factory.

The present government has established a separdie famed carpet and
wool development Board (CWDB) for development ofped industry in
Nepal, which has been functionary very imitativedods market promotional

of carpet in foreign countries.
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CHAPTER -V

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary

Nepal is a land locked country based on agrariamany. Foreign trades especially export
parts play a vital role in economic developmenay country. The carpet industry produces
an exportable item which has earned an importasitipo in the national economy and helps
to solve the unemployment problem. Nepal is a labnsive country share totally typical

Nepali labor and skills are used. People of Negad \ive in northern part of country having

traditional carpet making skill are being employedarpet industry. The major commodity

exports from Nepal are carpet, readymade garmdnties, pulse, handicrafts, lather

products, woolen goods and Jewelers items. Amoem tbarpet (Hand knotted Woolen) is
the most important product. The carpet industryrie of them and it has the first rank in the
Nepalese economy.

The major markets of Nepalese woolen carpet arem@&@ey, USA, Belgium, UK,

Switzerland, Turkey, Italy, Canada, Netherlands Andtria. Nepalese woolen carpets are
exported more than 60 countries of the world. Txgoe to Germany was about 81 percent
of the total carpet export in 2008/09 then after éxport was decreasing and in 2012/13 it

covered only 42 percent only.

The major markets of hand knotted woolen carpetcareentrated in Europe especially in
EEC. Germany, USA, Japan, France, UK, Italy Switwret, Belgium, Austria and Sweden
are these countries who re-export the Nepalese kaotted woolen carpet among the
Germany is the first rank of Nepalese carpet resexep. The major competent exporters
countries are Iran, China, India, Pakistan, Afghm and Romania among them Iran is the
main competitor of Nepalese carpet than after Chimé India are the ranked ifi"2he 3°
rank respectively.

The recession in Europe during 1990s affected theron— economy of people and the large
group of people being price sensitive, began topaymbetween Nepalese and after countries
carpets. The market structure of Nepalese carpathwlvas previously monopolistic
competitive, and oligopolistic is now changed taegpeompetition and the producers and
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exporters has to set the price according to the&kebaAbout 84.78 percent at the carpets are
sold to foreign wholesalers and rest 15.22 pertethe retailers. 93 percent of the export is

done by direct contact with the buyers and 7 pensetione by indirect.

The geographical stricture of Nepal is one of tlgambottlenecks in development of export
sector. There is no government incentive on thesprart. The country has an access to sea
only through India which arises several Problemgetting various documents and custom
clearance to satisfy the Indian Government. Cgopahotion is found to have been done by
Nepalese exporters by mail-marketing, advertisiragle discounts and personal selling to the
channel numbers. The financial constraints and t#ctechnical know-how are the causes
that Nepalese exporters do not communicate thepetsa direct to the consumer. The
exporters and produces get only the second handmation through their respective buyers.
One of the short term promotional policy and ptdategy is practiced by advertising in the
magazines. The advertising is especially done duiair time usually opening in Germany

and USA and they are done for channel promotion tdmsmsumer promotion.

Another short term but push strategy used by theomrers are stock sale and quantities
discount, allowance, use of design sheets, slithels pnotographs. Only a few exporters
prepare trade literature and catalogue, mail-marggetnd common methods of promotion by

using are widely used.

Nepalese exports also participate in the trads.faibout 70 percent of the exporters visit the
Domotex Trade fair of carpets and floor coveringsGermany and 20 percent visit the
Atlanta national floor covering market fair, USAesy January. The participation of the
Nepalese exporters are not directly subscribingall but with their respective importer
buyers. They make new contacts and receive ordens the buyers in the fairs. The past
success of the Nepalese carpet marketing is becdtise good public relation. Poor country
and the image of Nepal's cultural heritage andrabheauty created good image of Nepalese

carpet.

In the early 1990s the government could not take sinct and effective policy regarding

quality control, removing child labor, relocatingdustries, pollution control and employee's
welfare by developing infrastructure and incenipaekage. Some policies then adopted also
could not be implemented because they were canfli@nd discouraging the entrepreneurs.
Now a day, Government is also inspecting and ergmug the carpet industries not to use

child labor. The trade promotion center and thea Hxport service center were the
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institutions to expand the markets. The establistirneCWDB has shown hopes to promote
the Nepalese carpet. The trade policies and Induginlicies are the main policy measures

concerned.

So many numbers of carpet industries were estadligind closed. There are so mainly
problems in carpet industries. Due to the diffenertblems in carpet industry in Nepal if
could not increased in the firm of institution. Timain problems are on export, problems on
market, problems on productions and other commablems. Being the membership of
WTO by Nepal the trade is going to free trade soust necessary to improve in every sector

of carpet production, export, market diversificatiand other sectors.
5.2 Conclusions

Since 1962 woolen carpets were exported from Neygal the production and promotional
efforts of Swiss agency. Those carpets of NepakwWébetan carpets which were adored by
European consumers because of the unique artrelibandicraft items. Nepalese carpet had
been enjoying very good reputation in the markets$ the market is expanded to the large
group of consumers as a common item. NepalesetdzapesecuredBposition in the market
which is classified under 5701 HS code in inteorel market. Nepal has to compete with
Iran and Indian woolen carpet in EC. Among EC Gemwnavas the center for the

international carpet trade.

The second largest market of Nepalese woolen cafp$A in the world. Nepal has not able
to enter woolen carpet in USA in large volume. $any USA Switzerland, UK, Belgium
Turkey, Japan, Canada, Austria and other many @eardre found the sub main market of
woolen carpet in the world. Nepal has to do exerois market promotion. The initiation of
the largest trade fair in Germany named Dometax $aice 1989 exploited the popularity of
the Nepalese carpet then after the market struchaeged to the pure competition.

Nepal has been exported woolen carpet to Germaaytal®? percent. A small conflict in

Germany market can produce huge problem in Nepateséen carpet industry. In 1994/95
the propaganda made in Germany about child la®musarpet industry had greatly affected
in carpet industry. The demand of carpet felt dolviean't be maintained till today. So it is
very essential to search other international markat Nepalese woolen carpet. The rapid
growth of industry in Nepal has created its ownbbems and competitions. The price of

carpets differs according to the design, color thntkness.
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In the beginning Nepal's export trade was dependgritulture product but in the present
when woolen carpet industries are established tarted to export carpet it has covered the
major share on export. Woolen carpet has becomaia exportable commodity of country
SO0 country must focus its attention on carpets logweent rather than other product.

Similarly carpet industry's contribution on natib@NP is not negligible.

Nepali exporters were producing a large quantityhef same product targeting to the same
taste and preference of the European consumergaqosstly they have got several set the
price according to the market. The manufacturets exporters use intensive, selective and
exclusive distribution policies as well as direntlandirect channels. No effort was made to
create channel relation in USA, Japan and othesrpial markets with design development.
Nepalese exporters communicate with their buyeramayl advertising, sales letters and
personal visits. But the consumers are informediafidenced by the intermediary buyers.
The exporters use design sheets, photographs ales$,strade brochures and discount on
stock sales as promotional tools. The governmesitelstablished a single body "Carpet and
wool Development board"” for development of carpelustries and promotion carpet export.
It has engaged nearly in the export developmentigaes. The major media is fair magazines
of Nepalese publishers, which is denoted by Adsirg. Nepalese carpet exports create
demand in different markets and they are basedhensecond hand information. The
participation in trade fairs had contributed waellexport promotion and visitors' response on

the trade fairs.

The entrepreneurs of woolen carpet have facingwdifft trouble in production, exporting
channel and marketing. They do not feel safe om Husiness. In production, they cannot get
loan by bank in easy way so they have problem rpatgoroduction. Due to lack of capital

and government support they have huge problemsamkehpromotion activities.

Although there are many trade associations in tlmtry, their actual performance regarding
export promotion is negligible. There is lack of@alination, co-operation and dedication on
the individual traders' trade associations and gouent bodies. They are working without
proper guidance and committed plans. The CCIA esmtfain responsible body on behalf of
the private sector. It was only making efforts totpct the welfare of the members out of the
government policies and the public. There is latkativities on market survey, information

and marketing intelligence system; promotion andlipity campaign. The USAID/CCIA
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market promotion program in USA has short positiesults, even taken then it is not

determined property as succeed.

At last but not least carpet industry is very intpat for country's development. It has been
contributing large share in total export and coglateconomy. The marketing function is
very important but in the present this part is vemgak in this industry. So entrepreneurs
should be very active in marketing activities ahd government should give safeguard to

carpet.
5.3 Recommendation

The market diversification of export is very essmntor Nepalese hand knotted woolen
carpet. The focus of all marketing efforts is trensumer. But, the task is concerned in
promotional planning a promotional strategy, regsiian information flow from several

source such as markets, competitors, governmenttied external institutions and publics
as well as from inside the firm. These are impinggdthe demographical, technological,

economic, socio-cultural, legal and political fastoTo be operational, promotional strategy
decisions must be communicated to all the membesponsible for its implementation,

including the distribution channel members and Yogloups, since feedback information is
essential to control results in accordance withngda objectives. For these marketing
activities like, marketing research, promotion anoduct delivery must be done.

Nepalese manufactures and exporters should be geddwhat is demanded in market.
Germany, Switzerland, UK France and other countiast new test, design, size, color of
carpet but Nepalese carpet have not been develapeédnodified so what they want in

international market those types of product shdaddproduced for the purpose. The export
by exploring new markets and feelings the flexipilof international market should be

practiced.

Quality of carpet should be maintained to make gadmn of "Made in Nepal” and price
should be stable to increase the perceived valigelupers must have produce qualitative
carpet through different angle wool, thread, catr. The quality control should be done in

the process of production but not in production.

Market promotional activities like advertising, ¢dkugh different media, electronic media,
news paper etc and demonstrations, trade fairaetcvery essential for export promotion of

carpet like new market in USA very heavy advergistampaign is necessitate for promotion
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of carpet. To overtake completive India and Chihes tadvertisement campaign is very
essential identification of market is must for estgaromotion and the inputs of commercial

information, intelligence and access to market déga need to be provided.

To develop export trade the transit facility is yweessential for Nepal. That's why
government of Nepal must create good environmett kvdia government to get easy transit
facility and to remove different obstacles throygtblic and Indian administration in transit.
It is also necessary to solve infrastructure camsis such as transportation in domestic
environmental packaging, transit and custom fortiesli Design improvement, efficient man
power development, Quality control and check befxporting standard market and good

supply etc. should be maintained.

To maintain good public relation and improving datie situation it should concentrate to
the manufacturing and exporters. They should besparent in labors' welfare and wage
system. The dyeing and washing technologies shbeldfair to the environment. The

government should develop appropriate infrastregturcentives and policies to encourage
the entrepreneurs to re-locate and all pollutiontmd measures in these factories. The

population income and standards should be setras@dy international standard.

The government, the manufactures/exporters anttade should be aware of present threats
as (i) trade barriers raised by the advanced casnlike 1ISO — 9000, (ii) Eco — friendly

certification and (iii) no use of child labour efthey should be able to assure the public,
foreign government and international agencies almekting the agreed standard of the
Nepalese carpets rather than just making effortatite for the same. The government with
all its specialized agencies like CWDB, TPC etcustidook into the matter and needed to

come forth with concrete program.

The government job is not to act a private businessor. But it have to create good
environment and safeguard on export and import tivage business firm, like the

government can create international relation amdget business quota, GSP facilities and
different facilities. EC have provided GSP faadgito Nepali product but USA and other
countries have not provide GSP facilities till tyd&o government have to try to get GSP
facilities from USA and other countries that catph® export Nepalese carpet to USA and

other countries.
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The government has to control quality of carpet @@y necessary to control illegal export
of carpet. The entrepreneurs of Nepal have toviotlee principle of production and pricing
which may help to down the cost of carpet and ¢yabntrol.

The import of raw material (wool) should be divéesl. Most of the producers are only
depended on New Zealand. If it is imported throagter countries, Nepalese woolen carpet
can be export there so it can help to promote éxpeersification.

The government should provide loan and after fieslito entrepreneurs by easy way. They
are encourage to product high volume of woolenetaapd it export through giving different
monitory facilities reward etc.

The mail-marketing and personal visits are nevéfisethe good practice to create good
channel relation. Still, comparative advertisingl @onsumer influencing publicity campaign
is needed in continuous operation. The campaiguoldhze in the new potential areas as well
as in the existing markets.

Finally, Nepal has to practice well in export plaxghand strategy setting to accomplish the
objectives of export promotion. Export planning ahwes complete and comprehensive
information, guidance and control of marketing @as. The planners and entrepreneurs
should understand the comparative advantage opith@uct, pricing, distribution, product
development; product competitors and competitivapss; import rules and regulations, and
market potential, conterminous information, perguasnd influence of product quality and
new strategies are needed.
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Appendix 1

Major Countriesfor Export of Selected Commaodities(Rsin '000')

SN. | Country [2008/09 |2009/10 |2010/11 |2011/12 |2012/13
1 |UusA. 2,177,243 | 1,517,411 | 1,878,742 | 2,569,829 | 2,641,942
2 | Germany | 1,448929 1,411,231 | 1,567,303 | 1,571,198 | 1,309,783
3 |UK 404506 | 246502 | 325748 | 422,559 | 400,240
4 | Canada 200,664 | 164,794 | 235086 | 281,790 | 196,685
5 | Belgium 182,490 | 142,676 | 116,676 | 120,793 | 83,541
6 |Ausraia | 95720 | 84442| 82124 | 112,560 | 127,878
7 [Netherlands | 80298 | 66,170| 81,107 | 103,978 | 71408
8 | Brail 65532 | ©56,033| 49,123 | 101,409 | 74,093
9 | France 77320 | 60825| 72337 | 95946 | 92,741
10 |Switzerland | 65463 | 55654| 72,392 | 81,723 | 76474
11 |ty 6a845 | 49.833| 60409 | 71843 | 129143
12 | Austria 36542 | 42825| 82,836 | 68458 | 88515
13 | Turkey sgsp | 29388| 73534 | 57613 | 34,228
Total 5,350,579 | 4,256,171 | 4,920,085 | 6,001,568 | 5,660,341
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Appendix 11

Questionnaire for the Producers

Name of the business
Type of the business (please underlines)
a Single b. Partnership c. Joint venture

Depending on your fixed assets which category of enterprise do you
fall into (please underlines)

a. Small b. Medium c. Large

Please mention the years in which you set up business?

What types of carpet (in size) your company produces?

How many labours are working daily?

Has your company used child labours??

Do you directly export your produced carpet?

What types of process your company is doing?

What are the main problems that carpet production facing now?
What about the payment system?

Which are the mgjor countries to export your carpet?

What helps are provided by CWDB and CCIA to your company?

What has been the most important lesson (if any) that you have
learnt in the last 3 years and how hasif helped your business?
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Appendix I 11

Questionnaire for Carpet Exporters Nepal

Nepal of the company

Type of seller (please underline)

a Wholesaler b. Retailer

To which country do you export hand knotted carpet?

a EU b. USA c. Others

Which are the main competitor countries? (please underline)
a lran b. India c. China d. Pakistan
Do you have your own agency in foreign countries?
With which countries do you have business rel ationship?
Do you

Visit trades shows like as: trade fair, Domotex?

If yes, how frequent do you make such visit?

How are these visits useful for your business?

How did you come to know about the labeling initiative?

State briefly what role do carpet producers expect the CCIA to
play for the sustainable growth of the sector?

Please mention the years in which:

Y ou set up business

. Started export of carpets.

What are the main problems that carpet exporters face?
What are the problems do you have facing in international market?
Do you have done any international market research for carpet?

Do you satisfy with government role?



15. Do you export carpet directly or indirectly?

***Thanks***



