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Journey to the tiger’s teeth
 

The next time you undo your flies, cast your mind eastwards towards Qiaotou. For no matter whether you are wearing bell-bottomed jeans, a pencil skirt or tracksuit bottoms, the chances are that the button or zip originated in this dusty, dirty town in Zhejiang province. Located slap-bang in the middle of nowhere Qiaotou is the sort of place you might drive through without noticing. It is too small to be marked in most maps of China and so little-known that few outside the local county have heard its name. But in just 25 years this little town has destroyed most of its international rivals to become the indisputable global capital of buttons and zips.


During that time Qiaotou has transformed itself from a farming village into a manufacturing powerhouse –a microcosm of what has happened to the entire Chinese economy. It is a familiar story. Paddy fields have been cleared for factories. Peasants have become industrialists. The river, which used to be a source of irrigation, is now a heavily polluted outlet for brightly coloured plastic waste.


The commercial revolution here is on a scale and at a pace that exceeds anything under Mao Zedong. The first small workshop was established in 1980 by three brothers who picked up their first buttons off the street. Now the town’s 700 family-run factories churn out 15bn buttons and 200m metres of zips a year.


The low-investment, labour-intensive industry was ideal for this remote community. And it could not have timed its rise better. Qiaotou began popping buttons just as China started dressing up. Out went the Mao suits, and in came wardrobes of Western clothes.


If you are looking for a button of exactly the right shape and material, this is the place to come. Every day, the wives and daughters of factory owners hawk bags of plastic, cloth, leather and metal samples on Market Street, where the town boasts it has 1,300 button shops selling 1,400 varieties of buttons.


And buyers do indeed come from all over the world. Attracted by prices of less than a penny a zip and decent quality, international retail outlets and fashion houses are increasingly purchasing from Qiaotou. The local chamber of commerce estimates that three out of every five buttons in the world are made in the town. It ships more than 2m zips a day, making it the biggest winner of China’s 80% share of the international zip market.


Until recently such mind-boggling statistics were used as evidence of the Chinese miracle. Now, however, the global domination of manufacturing towns such as Qiaotou is increasingly being discussed in very different terms: as a sign of the Chinese threat.


After the insanity of the cultural revolution, the world cheered on the market-oriented reforms initiated by Deng Xiaoping. Growth of more than 9% a year for more than two decades has lifted hundreds of million out of poverty. Consumers across the globe have benefited from the cheap goods churned out by low-paid factory workers in Qiaotou and elsewhere.


But in the past few months the cheers have been replaced by warnings. A flood of Chinese goods has swept into European and American markets, threatening jobs and alarming Washington and Brussels. Last year America’s trade deficit with China hit $162bn –the largest imbalance with a single country- while Europe’s deficit rose to €18bn. In the first four months of this year, textile imports from China rose more than 100%; last month the Bush administration responded by setting a limit on shipments of jackets, trousers and shirts. Europe has taken a less aggressive line, but it has also set quotas to protect its clothing industry from Chinese competitors. The advantage does not just come from low wages; Washington has also ratcheted up pressure on Beijing to revalue its currency –the yuan, or renminbi –which US manufacturers claim is undervalued by 40%, giving Chinese exporters an unfair advantage.


Qiaotou’s businessmen are unfazed. “Even if we lose a few customers in the short term, they will have to come back,” says Ye Ke Lian, president of the Great Wall Zipper group. “There’s almost nowhere else in the world that makes zips.” A more urgent problem is a shortage of labour and electricity –both of which suggest the market is already working to reduce China’s trade surplus. As well as having to import more oil, labour costs look set to rise. Qiaotou used to rely on a seemingly inexhaustible supply of migrant workers, but salaries of 1,000 yuan  ($100) a month are no longer enough to lure peasants from the countryside. The town currently has about 50,000 migrant workers, but his is 10% less than it needs.


Qiaotou’s zip and button tycoons have experienced tougher times. Ye was a child during the great leap forward, when he remembers many of his neighbours not having enough to eat, and grew up during the persecution of the cultural revolution. “Everyone was poor. I didn’t get my first bicycle until my 20s. I bought my first car only five years ago.” His company today owns three factories, employs 1,000 people and claims assets of 80m yuan ($10m).


It is a similar story throughout the south coastal provinces –the heartlands of Chinese manufacturing. With endless streets of giant factories and company dormitories, the most developed areas, such as Shenzhen and Shanghai, are the modern-day equivalents of Manchester and Birmingham at the peak of the industrial revolution. But many small towns, not even worthy of a speck on most maps, have also become world-beaters by focusing on labour-intensive niches.


Drive through the verdant Zhejiang and Jiangsu countryside and the hills and forests give way to manufacturing communities that dominate global markets. Start at the toothbrush town of Hang Ji, pass the tie mecca of Sheng Zhou, head east to the home of cheap cigarette lighters in Zhang Qi, slip down the coast to the giant shoe factories of Wen Ling, then move back inland to Yiwu, which not only makes more socks than anywhere else on earth, but also sells almost everything under the sun.


For if China is the workshop of the world, Yiwu is its showroom, selling everything from engine parts and cranes to hair clips and costume jewellery, this local market has grown from a few dozen street stalls 10 years ago to become the world’s biggest commodity trading centre.


The town is rapidly becoming the world’s bazaar, with 34,000 stallholders selling a stunningly colourful smorgasbord of locally made, gloriously tacky products. There are alleys full of plastic crocodiles and inflatable guitars; forests of fake plants and plastic flowers; and football pitches full of every size and type of ball imaginable.


Wholesale purchasers come here from all over the globe. The town estimates that 5,000 foreign merchants have established permanent bases in Yiwu. Each year another 200,000 visit for short-term sprees, snapping up containers of trinkets for resale in gift shops. “This is the best market in the world right now,” says Lucia, a buyer from Bulgaria. “I used to buy from Turkey, but things in China are so cheap you can’t imagine.” On this trip –one of six she makes every year –she plans to spend $60,000, enough to fill two containers with toys, hair decorations and shells. She sells them with a 300% mark-up in Italy, less in Romania.


While most buyers seem to be from the Middle East, Ye says buyers from big western companies also source many of their products in Yiwu. Few like to reveal their activities, not least because Yiwu’s products are often made under license for resale as brand-name goods. Some purchasers, however, just want to keep their rivals from finding out about Yiwu.


This is, of course, how a free market works. But this one is being threatened by the protectionist winds blowing through the corridors of power. US talk of unfair currency  manipulation and the need for trade quotas has been heard before. “Foreign countries say they want China to develop, but when we do, they become frightened of us,” says Wu Xie’en, the head of Huaxi village, which has rapidly built a steel and textile industry. “China is changing. The countryside is changing. So are our attitudes. Change is a cause for hope. But China needs to be given time. We need stability.”


After two decades allowing towns such as Qiaotou and Yiwu to grow almost unnoticed, the world has suddenly realised just how powerful these specs on the map have become. Thanks to globalisation, the crotches of the world are being zipped and buttoned up by deft-fingered migrant workers in a Zhejiang backwater, billions of our teeth are being brushed with bristles from Huaang Zi, our cigarettes are being lit by the sparks of Zhang Qi, and our toes are being covered by the socks of Yiwu.


And it is hard to imagine that this will end soon. Lanswe, the biggest sock and stocking manufacturer in the world, spins out 2m socks a day. Within two years the company plans to triple its workforce to 15,000 and increase output to 5m socks a day.


The company’s president, Wen Rong Yin, says he can understand why Brussels wants to restrict this growth, even though it might hurt his business. But in the long run, he says, change must come through market forces rather than export quotas and currency manipulation. “Even if the yuan gets stronger, rich countries will still import socks because they cannot make them cheap enough themselves. If rich nations really want to compete with China, they need to make us richer. That’s the best way to make prices rise here.”

