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I.

INTRODUCTION

This paper seis out the Commission‘s proposals for general guidelines .

- for adapting the taxiile and clothing indust ies to the conditions of

international competition.

The paper is a reply to the following statement of the European
Council meeting held in December 1977: "With the éim of adapting
the Buropean production machine to the new'conditioné on the
Community and world markets, solutions to -the structurai problems
which are common to all Member States must increasingly be sought

at Community level, particularly for the iron and steel, téxtile and

shipbuilding industries."

It alsé fits into the more general context of the Report on some
structural aspects of growth,1 which should be COnsulted. This
bases the Community's strategy for growth on company initiastive.

It emphasizes the need“for a true common market on a continental
scale if the drive of undertakings is to have full scope. It also .
sets out the lead and suppori the authorities could give, both

generally and in respect of certain sectors..

-

This paper does not enter into detail yet about what policy should

- be adopted, as the Commission considers that the undertakings,

manufacturers® associations, irade unions and national governments
should first be consulted. This would he]p to 1dent1ﬂy the prob}ems

and the specific measures required.

it 15 with th18 aim in view theat before the end of the year the
Comnission, in close collaborat&on with COMITEXTIL and the E hurOpean
Clothing Manufacturers Association, will be arranging a number of
consglta%ions for the' various subsectors of the textile and ¢lothing
industries. -Discussions will be held with associations representing
distribution in order to put the Community industry in a better
position to assess the market and its trends. Parallel discussions
will be held with the trade vnionse o

1coM(78)255 final of 22 June 1978.
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2.

THE PROBLEM
The textile and clothlng industrles occupy an important p091tion

in the Communlty economy they prOV1de approximately 10% of
wage~earning industrial jobs andvlt is estimated that, in terms
of added valye, they account for some 8% of the Community's

“industrial activity. -

ﬁheir main features areﬁ' numerous processing stages and a .
very large number of undértakings;. a preponderance of small.

and medium-sized undertakings in some subsectors, particularly

n;in'the clothing indusiry;  a rahgevof production that is highkr .

diversified as to products and outlets; very‘markod-fluctuationg
in demand; a very high proportion of women in'the ‘labour forco}
heavy concentration in certain regions, where they represent

a large proportion of economlc activity. '

~

These industries have already been in: difficulties for many -

’ years, malnly as a result of the slow growth rate of 1nternal

demand and the rapid industrialization of. textile production in

the third ‘world,

~ 'The relatively slow expansion in production went hand in hand

with undertakings' efforts to adjust and 1nnovate and an 1mproved
productivity. The result was a noticeable cutbaok in the labour

: force (ahsorbed by rapid expan81on in other seotors ‘when the

economy was healthy) and -the closing down of many factories.

'The economic crls1s of 1974/75 partlcularly affected textiles
-and clothing because it coincided with a sharp increase in

-imports of inexpensive textiles. The financial reserves of -

undertakings were affected and even the most dynamic onea are
findlng it difflcult to keep up or intensify the necessany
efforts to modernize.
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4)

5)

The textile industry is a bxg employer and as such is essentaal
for the industrial, social and regional balance of the Communlty 8.
economye. The loss of jobs has not been steady but came in sudden '

drops which, given the siting of this industry, has meant serious

-structural ﬁroblems for many Community regionse Any policy should . -

therefore concentrate on a balanced-adjustment to the requirements
of restructuring and jindustrial conversion dictated by

technological progress and the new international division of labkour.
It should also take into account the specific characteristics of

" the subsector concerned as regards siting, the type of enterprise

and the structure of the 1a50ur force (age, qualifications,

high concentration of women).

The textile and clothing industry is also an essential factor
in the balancing of the Community's economic structures because
of its close links with other major industries (e.ge chemicals

and mechanical engineering) and certain branches of the teriary

sector (e.ge research and distribution).

Against the background of an exceptional crisis, the Community
negotiated very stringent agreements with those countries
supplying cheap textiles which give the Community industry a
breathing space until 1982 — an opportunity which it must use .
to launch, or speed up, its efforts to adapt to the conditions
of both Community and international competition. Unless the
industry does adapt, the textile agreements will merely have

provided a false sense of security.

' = The opportunity must be used because the Communify'isl‘

committed under the MFA, its partners having made such
a commitment a condition at the time of the bilateral

negotiations,



',*‘ The binding commercial measures adopted in 1977, whi;h'
very much favoured thé Community industry,.weré essentially
transitional, and they expire at the end of 1982.

' Fhrthermore'the Multifibre Arrangement expires at the end of
1981 and it is not yef_known whether>it will be possible to

renew it and, if so, on what terms.

~ The Community must play its part in the shared effort of
;adaptation which will be necessary wﬁen’three newbbopntries
join (Greece, Portuéél and Spain), themselves major suppliers
~of textiles and ~ in some subsectors. at least - highly
‘competitive, ' |
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| III. GENERAL OBJECTIVES FOR THE CLOTHING .AND TEXTILE SECTOR

It is essential for Europe to have a highly efficient textile
and clothing industry capable of competing internationally and

_providing a large number of jobs over a long period,

This objective has several aspects:

Ys Companies! own industrial drive - and this should be the
" prime mover of progresé and adaptation in the industry -

éhquld be channelled to the developing of points of strength.‘
This implies close coordination between the policies of the
Member States and adherence to-a framework for aids, established
by the Commission éo that they do not distort the conditions

of competition but do facilitate the necessary adaptations;

2. Great competitiveness, the only guarantee for maintaining jobs
in the longer term, might in some instances require cuts in
the present number of jobse. It will therefore be necessary to
provide aid for convertingAuhdertakings, jéb‘creation, retraiﬁing

the labour force and other social measures if necessary.

3s The industry must be fully integrated into the international
trade system, in terms of imports and exports, and our
* industrialized and developing trading partners must be brought

to understand and accept our policy.



SPECIFIC GUIDELINES

.

1o Adapting induetrial and commercial structures thrgggh competitive

drive and by coordinating the textile policies of the. Member States

The modernization and survival of a sector made up of tens of

. thousands of firms, will depend chiefly on the vitality of the

“firms themselves and on effective competition.

.(e) In many subsectors the management ‘of an undertaking is the

princlpal factor in success or failure, Essential performance

. characteristics are absent in many firms in, difficultles, yet

they have been systematically developed in the more- dynamlc
undertaklngs._ ’

-

-.Chief among these ¢haracteristios are:

e 8 product and'market policy;

. the existence of an active marketing and sales promotlon '

department°‘ ‘ . I'

. » the quality of informatlon and management systems;

"o the balancé between production, marketing and researdhf

In the consultations, the . Commission will be looking into ways
and means for. the public authorities to help undertakings in

these areas, partlcularly where groups of small and med1um~eized ’

 undertakings are concerned (support for pilot projects,

contributing towards the financing of market’ research agencies v
and consultants' fees, etce)s It is the Community's
reepons1b111ty to encourage the exchange of information between
Member States on the action they are taking and the 1eseons N

{t0 be learnt, 80" that the<moet conv1ncing results can be drawn

upon and, where appropriate, applied throughout the Community,
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(b)

~*

-8 -

In addifion, for some subsectors where technological developments
dictéte enormous capital invesiment, the consultations'might

cast light on the extent to which existing plants and equipmenta
are deficient and what resources might be brought to bear'to

deal with the probleﬁ.

LY

Theré is no doubt that wofkable competition is the fastest and
most reliable instrument for adapting an industry made up of

80 many undertakings. To ensure the introduction 6f workable
competition, the Commission will carefully monitor all.action

by the Member States; it will see to it that any intervéntion
by national public authorities complies with the EEC Treaty and .

 with the guidelines‘addressed'by the Commission to the Member

States in the 1971 a.nd 1977 recommendations and outline
directives on aid to textiles and the ready—made clothing industxy.r

Improving the flow of economic and commercial information

The Commission considers that the constant availability of information

18 an essential tool -for assessing measures ¥ adapt the- Community's

textile industrye. A constant supply of information of this type

should be accessible to all textile undertakings.

(a) Industrial statistics for the textile and clothing industries.

The Commission will take further steps to.fill the gaps in the
harmonized production statistics for the Community as a whole,

particularly for the clothing industry.

1See also the communication from the Commission to the Council on

Commission policy on sectoral aid schemes (COM(78)221 final of

25 May 1978).
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All these statistics must be comparable; in other words, they

'Cmust‘réfléct the situation along the entire texfile and clothing
chain,- - ‘ -
The Commission ism prepaf;né to put out a guarterly monitoring
-statement on the textile and clofhiﬁg industry, ,Khig will be

" a more succinot report; in which the basic data required for .
assessing both short and mediuwmp-term trends in the principal
economic factors (produutlon, employmen%, external trade, 1nterna1 |
demand, etc) w1l} be updated as qalckly as posslble. This summary
of atatistics will be accessidble gt all times. -

'; (b) So far, it has primarily the small ;nd mediun-sized undertakings‘g

. which cannot set up their owa information systems, which have
lacked the instrument of a detailed knowledge of the Communztv

- market and changes in it. Thig xnowledge is vital to management

" because of the many complex working stages between raw material -

. and. finished product, which make it difficult to adgust the .

activities cf unaertaklngs further up the textxle chain to end
- dema.nd .

Information should thé}efore be concentrated on final consumpiion

" and extend bevond the atrict limits of atatlstics- it implies .
regular surveys and a system for the constant provision of 1nformatzoz
uslng methods similar to thoss used in market surveys.

Here,>ico, the Commission hOpbs that the consultations to be held

Will make it possible to define requirements and ways and means
of meetlng them. ’
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3¢ Technological development and creativity T

The Community industry must make the most of its advapfages as
regards tochnology, specialization and creativitys. This means

stepring up research and innovation.

:Examples would be the launching of new products adapted to
changes in life stiyle (sports, leisure, furnishings), fully
exploiting changes in fashion (taking advantage of the proximity

of the market), and the use of new materialss

éuch activities beiong esséntially to private enterprise. Some
Member States have programmes in support of this type of activity
and now would appear to be the time to ensure that these programmes
" become more effective by coordinating such initiatives at Community
level. '
In this connection attention . should be drawn to the first common
research programme pa;tly financed by Community agencies.
Prepafétionq are under way to extend this programme on the basis of

- some Comitextil projects which are well advanced.

In conjunction with the Buropean Association of Clothing Industries,"
the Commission ié planning a European conference on technological-
innovation, aimed at providing information for company directors,
- particularly af small and medium-sized undertakings — on the
potential of existing technology and technology about to become
operational. ’ )



' 4o Public authority intervertion

'implementgtion of most of the policy poinfs set out,ébove is
. chiefly a matter for the enterprises concerned.

The Commnity's financial aids, which could be combined with
national aids, must be coordinated and, like the latter, abide
by the aid directives to the textile and ready-made clothing
industry issued by the Commission, so_as to facmlltate adaptatlon |

‘and. any other sectoral volicy objectives agreed upone

The Buropean Social Fund will have a fundamental part to play
in the future flnancxng of social operations whioh must be an
integral part of restructuring policye '


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


e 12 -

'S¢ Promoting exports and action on the international environment

- (a)

(v)

(e)

The Community is the world's leading exporter of textiles and

clothing. It must step up its efforts to egpand sales in its

"traditional markets and win new ones.

There are several factors in favour of this policy:

-~ the limited growth in the internal market;

- the need for fast turnover in prodﬁction and therefore

big outlets to bring returns on thé heavy investment dictatgd
by technological progress in plant and machinary, and on the
use of high-level know-how to take advantagerf those gaps in
the export market still open to the Commﬁnity industry;

; the good reputatidn for innovation and fashion which our
products already enjdy abroad.

In addition to the systematic Community action at international

level referred to below, support by national and Cémmunity

authoritiég could also take the form of aid for ad-hoc projects;

this has already begun, of course, but could be intensified -

-IY-0 prospécting for new markets and finding out how to penetrate

them, organizing deputations abroad, advertising campaigns, industrial
fairs, specialist exhibitions, etc.

This area offers a vast range of possibilities for inter—company -
collaboration at national or Community level and for the
coordination of national effortis.

The Community will try to reduce the barriers to international .

trade and, with'this in view, all its trading pariners, whether

- industrialized or developing, must follow suit.



T T e 3.

The Comm1331on 'will make every effort to promote a code of

| practice on internatlanal trade in textiles. It will conduct
its campa1gn systematically at multilateral and bilateral
level and in all appfopriate'arenas, as it believes that}

- where reducing barrlers t0 international trade in textxles

is conoerned, true reclprocity is esaentzal.

-, b6e Cooperation with the third world

The Commuinity has already poxnted out to the developlng countries . f‘;f
the risks they run in the present- world context in lettlng textlles » '
‘and clothing account for a dzsproportlonately large share.of their

‘induatrialization effort,‘and has suggested that they‘should encourage

diversification of their industrial écfi?ities in their development
plans. - '

The Community must,. hbwgver, allow for the existing_interﬁepen&ence
between itself and some de%eldping countries where the textile ] N
indusfry’is concerned. The industries of these countries are anchored - t‘ *iui
in a\ffaméwork of industrial cooperation. 4 cértain percentage éf their ;”E
operations 'is based on gemi-finished European pfodubts and frequently o
ihgir production range compleﬁenjs that of tﬁeir overseas ordeping’

_ partners,  This aituation,‘which results in reciprocal advantaéesrfbf‘
both input and output, deserves detailed examlnation in ihe context
‘of a strategy for ‘the sector. \ b

The outward processing method — could be one : . :
way of increasing hie competitivity of Community undertakings. In - éiz‘gi
'some subsectors it is possible by means of this process to strengthen
industrial production structures and maintain a certain level of ' . Q;'fff
"activity in tpe earliér processing stages in the chain. Tofehsure that 4 ;
advaﬁtages‘ogtweighAthe disadvahtages of this practiqe; its use shbuld ,< E ‘ 1“
be controlled and the rules framed at Community ievel. In fact, when . Aiﬁﬁ
it adopted the negotiating directives in 1977, the Council made | o

provislon for defining Community rules on outward processing before :- o :“
the end of 1978. ‘ . -
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CONCLUSION

1. It is the undertakings that will have to 5ear the brunt of the
necessary effort to adapt the’teitile and clothing industry to the
conditions of international competition. If they are to succeed they
must be able to count on a lead from, and support by, the public

authorities.

2. In this paper the Commission has set out its policy proposals.
It is embarking on a programme of consultations to help it define
operational proposais for implementing the policy guidelines for

submission to thg Council,.

3¢  The Commission considers that, given the situation, this would be
a particularly suitable time for holding a policy debatee
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- ANNEX I

ECONOMIC ASPEGTS AND STATISTICS

':The ra;son d'étre of the textlle and clothlnb industries is to process

" . patural and synthetlcrflbres, mainly into finished products for divect

consunption (clothing, household linen, furnlshlngs) and, to a lesser

but growing extent, into Seml—flnlshed products used by other industries.

. From initial processing to flnal worklng, the two are therefore linked -

by a common economic interest whxch justifies regarding them at the outset

‘as a'81ngle composite branch of economlc activity. Considered by 1tse1f,
Jhowever, this composite branch is extremely heterogeneous: 1ts component
, 1ndustries are shaped not only by the technological and economic constralnts

N characterlstlc of the processlng or worklng stage which is thelr‘place 1n

the textile chaln, but also by historical developments which created -

‘particular trad1ng~11nks. Thus each country has a wool’and a cotton :
7 1ndustry, each with their own distinctive features, although the’ technolog10a1

-steps 1nvolved are f’lrly similar and both are using an 1ncrea81ng proport1on ,'

of -synthetic fibres as raw materials. Slmllarly, some' countries can still

’be said to have a silk industry, although it is involved in many act1v1tles o

whlch, in other countrles, are an 1ntegra1 part of the cotton 1ndustry.
Thls means treading carefully in any sort of systematic approach to the

" textile 1ndustry and also that a cursory presentatxon will 1nev1tably be
somewhat arbitrary. o

Co0 T /e
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In this paper the only distinction made is between those two 1arge and
distinct branches, the textile industry and the clothing industry.
Nbvertheless, in the textile industry attention must also be paid toA
a few of the sub31d1ary 1ndustr1es ~ the wool-type industry, the
“.cotton~type industry and the knitting 1ndustry. The first two Qeal
with almost the entire volume of fibres at the spinning and weaving
stages; the third subsector - using a highly integrated method of
operation énd its own characteristic technology which sets it apart
from other textile industries —‘essentially'prodﬁces finished articles

whiéh'account for a large proportion of the clothing market.

The Community textile industry's sﬁgplies and the use made of its products

. The\Community textile industry processes approximately 3,2 million 't/{y'ear1
- of textile threads and fibres, including: '

385 000 ©  t of wool, i.e. 12%
904 000 1 of cotton, i.e. 28% -
1911 000  + of man made fibres, i.e. 60%

the rest is made up of various natural fibres such as silk, flax, hemp,
~ jute and other hard fibres. '

Whilst the/EEC imports all the raw cotton and almost all the wool it
processes, it is a net exporter of synthetic threads and fibres.

. The dlszrlbutlon, per consumer sector, of the materials processed is as
follows s

Clothing: © 51%

Domestic uses: " 33% (12% thereof in carpets)
Industrial uses: 16% (3% thereof in tyres).

1
In 1975 (Source: CIRFS Year Book for 1977

2
CIRFS Year Book for 1977. -
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© 11, Size .and 'economic ché.réot‘er'istics‘of the textile and clothing ind}xéstries ’

(2) The relative importance cf these 1ndustr1es compared with manufacturin g

Lo, -
e R
Te =

industrles as a whole .

R

, Taken togethér, the ‘_hex‘tile and olothihg industries sﬁill_ occupy an

importarﬂ. position as regards both employment and Vadded value in the

. -manufacturing indusfries of the Community countries. This is shown ‘py Lt
‘. the figures in Tables I and IT below. - - : 4 '
: - . . - -, - :3:

Table I

Enployment in the te:d;lle and clothing 1ndustrles as a percentage of

employment in all ma.nufacturlng industries

(SOEC :mdustrlal survey of 1975 - establlshmen’cs employlng over. 20 persons, - L

cf Table III) : , . o
] , "EEC D F . I N B L UK ~IRL® DK
- Textile industry (6.9) 4.6. 7.3 9.5 (6. 0) - (10.6) 7.2 - 0 3,20

© Clothing indwstry (4.3) 3.2 46 5.2 (3.7) 6.7 1.4 43 - 300t ¢
. Textiles and clothing(11.2) 7. 8 11.9 14.7 (9.7) (17 3 11.5 6.2
Table II - S T

Added _vﬁlug in the textile and clothing industries as a percentage .Qf - o
added value in all manufacturing industnes . o f

(1975 1nduatr1a1 survey - esfa.bhshmenta employing over 20 persons) 7
o > F I N . B L UK IRL DK
Textile industry 38 5.2 6.9 (4.0) (6.2) 4.1 ((81)) 3t
Clothing industry 2.2 2.5 2.9 (1.7) (2.9) = 2.3 ((3.8) 2.0 . -
Textiles and clothing . 6.0 7.7 9.8 (5.7) (9.1) . 6.4 - 5.9 .o




TABLE III: Number of establishments and Jobs in textile and olotixing industries in 1975

persons employed

. (establishments employing over 20 persons)'*
. Y0008 p.e.-'thousa.nds of :

’Except for the United Kingdom, for which all establishments have been inocluded.

Manufacturing indgstries Textile4§ndustry of whizl311wool-type kOf whic‘lb;@tton-‘t}'pe ggoggéggdkzgzzgd and ' Clothing industy
436 | 4s3
Eatab, 10008 p.e. Estab, $000sp.e Estab. 0008 p.ed "Estab. 000s p.e.! Estabs 10008 p.e.| Estab, [O000s p.e -
) 1.2 ' : ' .
; N0 7260 1672 | 358 159 " ws | m | e 2,217 | 250
‘ Po| o et | 2oy L A 303 | sz | e livems | o;
L1 1 2 611 ' 3 650 331 352 696 n 86 9| 1m & | 1748 193
w6 | 930 6 | sa | 13 | 2 L R n | 4 3
i 614 970 (114) 95 | . (&) (16) (e3) (23)1 (202) (1ay | (725) (60)
| A 165 - | 4 : ) = a n 401'
_ux2 89430  1.5I0 388 | 551 52 1. % 596 1 105 | 2322 9 6229 1 3330
m | (3394) 0 (e) f | (26) | (1) @M @ e (1)
x| 29m w. | m | s -l s [ 1] e | - s me | on
cEz |(194 600) | (25 710) | 12.2237 e | 2 239 -.::l o | 1gn Loan| s | s nws | 1100
Y1974 tigures
21973 figures -
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(v) .‘ls:t.ahlismnﬁ_and.mba

For.each Member State Table IIX gives the number of establishments and

persona employed in the, textile industry (with details for the wool, cotion

a.nd knitting 1miustr1es) and the clothing industry.

For purposes of

comparison,; the Table gives the ‘same data for all manufacturing 1ndustries.

.

1

The flgures are taken from the coordinated 1ndustr1a1 survey condueted by

the SCEC. 4s they cover only those establlshments employlng over 20 people,

. they do not exactly reflect the complete picture in the two branches.

The figures given for the tertile industry, are only slightly lower than
the true figures, but thls is not ao for the ready-made clothing sector,
a8 can be seen from Table IV, C

AS

, Table IV .
~ Structure of olothxng undertakings in certa:.n Member States and correspomhng

numbers employed

D (1975)

F (1974)

I (1971)

rA'E‘ﬁttabl_i..smenta.

- smploying

Number of Number
establish~ employed

Number of Number
-establish-~ employed

Number. of Number
establish—~ employed

- B (1974)

Number of Number

éstablish employed '

ments _ gents ments men’r.a
. From1 "I:o~9 N . )
wage—oarners 2 181 9 143 90 482 145 111
"From 5 t0 9
wage-earners . - 280" 1 564
F&én 10 to 49 : - 1. 7
-wage-earners | 2577 66453 |17T18 41699 | 4250 87676 | M 18 278
esteblishments 6 462 296 628 |2 596 217525 | 95832 416 447 | 1 409° 66 512
(more than 10 ’ ‘
wage-earners)

P,
i

WY

o, .
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TABLE V: Eoconomioc features

=2

Value added per person employed;

! Turnover per person employed, Total wages as a proportion
' in '000 EUR in *000 EUR of added value
; (gross = cost of factors)
|
| .
' Manufa.cfuring Manufactufing e . Mzmﬁfa.cturing . ]

Country . qustries Textiles Clothing industries Textiles Clothing industries Textiles Clothing
|, g | e 6 . | (o | e 6 | 1E -
." R ) ) S - ) ] ’ d Q.; R . ) .. - ' ’ ,‘ M
| » 2.8 1 19.3 12,5 1.3 _ 9.1 5.8 (63%) £0.5% - g .

§
joDeo i 8o 233 i T 9.9 8 6.9 82 Lo Bk
! | | i - B

; . . , 5 : )

22.2

36.6

24,5

a4

- 13.4

10.3

23 . 8.6

. - L
e R A, S . . .
. - . . *

S My

| o34

4.5
5.8 -

5

ar

| o

(11%)

(698) .

Tea . "t

64

' 7_6.3%_ 4
| 82.5%

70,64

e

IR DA

l. (79c%) " ‘ ;

&g

70,28

B 1
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A brief sketch of the economic featureg of these 1ndustr1,es can be obtained
by comparln some. of the basic data for these sectors with comparable data

‘ for manufactumng industry as a whole.

'The data selected and given in Table V are as follows:

3

~ turnover per person employe‘d-’
-~ added value per person employed
- total wages as a proportlon of added va,lue.

Table V shows tha‘b‘fhe textile industries as a whole;' and particularly the
. clothlnfr 1ndustzy, are laboa.r-:r.n'tenswe compared wrth the a.vera,ge for the

marufacturing mdustrles. ,

The labour force is less well paid ;tha.n"‘ on average in ma.nufécturing
" indugiries, as can be seen from Table VI. .

Table VI

Gross wages paid to wage-earners in 1974 ('000 EUR per person)

| '» - F I M B . L UK IR, IK
" Manufacturing ' I , ' 7
industries - 6.5 5.2 4.2 6.7 ’ 3.9 7.4
Textiles 4.8 4.2 3.3. 5.5 4.0 .4 6. -

. Clothing . 4 3.3 2.8 3.9 3.0 2.2 5.3
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The value of the market for all textiles and clothing is not directiy_known.. '
To obtain an idea of the quantitative relationship between production and

the market, however, the value of the Community market can be assessed by
assuming that it represents Community production less/plus the balance of
trade with non-Community countries. The result of such an assessment,

based on data for 1975, is given in Table VII.

Table VII

Assessment of the value of the Com'munity market in clothing and textiles
in 1975 (in million EUA)

Turnover of  Exports outside Imports into Balance of Apparent

EEC industry the EEC the EEC trade with value of
- non- " EEC market
Community
« countries
: : 1 ' ‘ ~
Textiles 26 000 : 3 422 2 641 + 7161 25 200 approx
.Clothing 22 700° 1411 2 828 - 1417 24 100 approx

. , | .
NACE 43 less 80% of NACE 436 (Clothing and knitted goods).

2
NACE 453 plus 80% of NACE 430 (Clothing and knitted goods).
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The table, in which the data is expressed in terms of vélue, shows that the
balance . of trade is positive . for textiles and that the
ACommu“nty market- absorbs most of the dellverles, and hence of the pr.oductlon, :
“of its own industry. Where clothing is concerned, the byala,lnce of trade is

in deficit, ;'!Sut ‘the net imports represent only a relatively modest share of - 1
the Céuununity market, However, this is an overall view of a market in which
‘the s‘_ituation varies_wide}y at- the 1eyél. of indiviciual products, for Vsome of/ .
which the penetration rate 6f’impozits is much more tHan 30%. 7

III. Trends in the textile and clothing industries in the last few years

‘(a) Erixp_l oyment_trends

Tables ‘VIII and I}\ glve trends in employment 1n the Mem'ber S‘tames between
1970 and 1976 . The' two tables show clearly the drop in numbers employed _
“in textiles and clotﬁing, ‘thé drop being more marked in the textile ?i;ndustry, )
‘_,pa,:{'ticula.z'ly between 1973 - the last year of economic prosperity - and 1975.[

k]

(b) 'Trends _in production

Tables X and XI show the trend in production for textiles and clothlng, as

~indicated by the index, bet«’een the last years ‘of eccnomxc prosperity and

Wi

"The trend in the Comrmmrty index ghows tha’c for both terl;lles and clothlnn L
>product10n has not ye‘t regalned the 1973 level,
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TABLE VIII S L

Employment trends in the textlle 1ndustry -

. Persons employed in thousands

4

1970 1972 1973 1974 1975 1976 1977

448 425 387 351 338 328

. 406 398 367 - 363 353 341
3T 314 364 345 (335) 317
ML 64 59 5T 5L 41 . 43
B 8 &1 8 T4 T 6
L x | o
ux. 524 5I8 504 458 454 448
23 23 22 19 20 2
DK 22 21 18 16 16 15
‘ EEC': (2 125) 1 950 1905 1821 1678 1 635' 1577
TABLE. IX
Employment trends in the clothlnv 1ndustry ;,
Persons employed 1n thousands
1970 1972 1973 .1974 1975 1976 1977
D 362 350 302 . 280 263 (256)
307 304 . 290 280 . 280 280
I 207, 216 220 211 (206) 196
W 49 4 3 29 26 - 23
B 65 66 64 59 53 - 48"
L 0.7 0.7 0.7 0.6 0.6 0.5
- UK 340 327 322 307 303 | 295
Irl. 17 17 16 14 12 12
DK 18 18 14 14 13 7 13
LEC .

(1340) 1 366 1343 1264 1196 1 I56 1 123

cm e s———
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MBLE X

Textile production indices.(1970.= 100)

Lo

Cit2 I13 . Io4 1975 1916 I9TT

D | 108.6 108.8 103.0  99.5  I07.7  106.0
¥ 119.3  II3.1  ¥I10.4 _ 98.6 I06  "I04S
T 106,3 . II4.8  I12.7  I104.4 - I22.2 .II7.4
N 96,8 - ©96.0  93.4 . T78.1; . 80.8° T79.9
B 106.3 " 106.1  100.7  86.4 96 842
? CEEC U T
UK 10,8 105.6  96.0  90.9  94.2 - 91.B
IRL . . II6.1  125.8 - II9.8  II0.9  I26,7° I37.3"
K . II24 o R
EEC  108.6 - I10.0 * 105.2° 91.5 106;8,‘ 103,$,q :
TABLE. XI

— »Clothiﬁg production indices e .

‘1972 1913 1914 I975 916 19T

) © 107.4  100.3 92,0 - 93.8 - 9.4  88.5 "
9.3 . 86.2 | 757 . 68.6 -62.2  56.4
'91.9 93.0 92.5 . © 85.1  104.7  IOI,1’

124.8  I25.1 - I3L.5 I30.1 | I25.7 - 119-4
131.0 148.2 .. I45.2 I22.1  II2.8 ©  97.3
1097 17 II2.4  II5.0 II3.5  1I8.5

ERRRERE

bK T .« . . . .. .
FEC ~ I04,7 I103.8-  99.4  -98.4 = 10I 100.3
Usa 108 I II3 - 106 (128) |
Jspan 103 IO - 105 . 9 105
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 Nevertheless, there are fairly large variations in the trend in different
couniries, The very marked drop in textilé production, particularly
clothing, in the Netherlands is particularly obvious. On the other hand,
tﬁere has been some growth, in spite of the crisis, in Italian and Irish
téxxile'production.r These facts illustrate individual tendencies for

 each of these countries; 'in‘fhe Netherlands the textile and clothing
industries are becoming less important and the crisis has merely hastened

the trend. In Italy, on the other hand, where the textile and cloﬁhipg
industries are still a major component of manmufacturing industry as a

whole, a certain revival began in 1976. .
As stated in the memorandum, the crisis is due to the combination of =a
markeﬂ slowing‘&own of market growth following the economic crisis and a

large increase in imports.

— e eme om o - e ww me wwm e e we e

We saw earlier that 50% of semi—finished textile pfo&ucts were intended

for the mamufacture of clothing. An examination of expenditure on clothing
ovef the last decade shows that the amount spent by households on clothing
~as a proportion of total expenditure is decreasing. What is more, clothing
is one of the first items oﬁ»which,consumers cut back when their purchasing
power stagnates or even declines. It is therefore obvious that one result
of the crisis of the last feﬁ Years has been a noticeable decrease in

purchases of clothing{ What is more, consumers, attracted by the low prices,

SO S

have bought more products from non-member coﬁntries. This has directly A\ .
restricted the Community's clothing industry market and indirectly the

Community's textile industry market, whose natural customer is the clothing
industry. '

e e i
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’ - COMMERCE DE LA CE (EUR 93 = (ST &5 Fils, tissus, art. conf. en tissus . Tarn, fabric snd nade up textiles
EEC TRADE £ST 841 véterents = Clothing :
€sT Origine resp. I¥PORT . EXPORT
destination en 1000 tennes valeurs Mio UCE en 1000 tonnes valeurs Mio UCE
. 75 76 77 75 76 77 — 75 76 77 4§ 7S 76 77 -
65 Extra-CE 992 | 1234 | 1209 |[2760 | 3752 | 4083 1061 § 1167 | 1184 |4013 | 4807 | s322
' g +23,6 | =2% - +35% | +8% +9,9% [+1,4% C+19%2 | +10% o
Classe 1 496 611 | 561 |1536 | 2041 | 2169 587 1 657 | 653 12354 | 2867 | 3112
| <234 |-8,21 |° +32% | +6X +11,8% [-0,55% +21% |+8,5%
Classe 2 386 | 486 | 521 ] 946 | 1352 | 1537 329§ 351 | 398 {1050 | 1271 | 1612
, +25,8%)+9 2% 1 +43% | +13% + 9,67 1+13,5% | +20% | +20% |+26,8%
Classe 3_.. . 904 -} --136 | 127 -}-255--}- 356-{- 377~ 183 1 159 | 1321607 |- 662 o596 Ty T ——
+13,1%]-7,6% 439,6% |+5,9% 44% | =17% +92 | -10%
841 | Extra-cE 349 . | 426 | 413 {3006 {4257 | 4591 96 | 105 | 115 |1556 | 1975 | 2478
- {ee1,6%1-2,7% [r37,6% [+7,8% +10% | +9% - §426,9% | +25%
Classe 1 86 | 106 | 106. |1052 | 1373 [1515 691 72 1 76 1971 {1481 | 1796
T 423% |-0,3% +30,.6% 1+10% U +18% 145,87 +26,5% | +21%
Classe 2 211 253 1 252 [1611 | 2354 [2526° 25 26 32 1 308 § 407 | 594
+20% |-0,6% 66%  1+7,3% tT% | 422 +31% | +46%
. , I _
Classe 3 51 65 55 | 419 | 529 1550 ¢ 7 77 &7 5
426,84 1=14% +26% | +4% +6,7% F6,6 <+12% {-1,5%

oo a0 o

office Statistioue
¢o ta Commission des

%

P
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‘Amnex 11 -
THE TEXTILE TMPORTS REGIME

The Community has negotiated agreements with 23 supplying :,
countries, arrangements have been devised for 6 countries with

whom it has pfeferéﬁtial agreements and it has established

"unilateral regimes for Taiwan and the state~trading countries.

A total of 40 countries are in consequence covered fo: the 127%
categbries of textile products which have been established to -

group together the 900 or so NIMEXE positions in the textile

t chapter of the CCT,

The bilateral textile agreements negotiated by the Commﬁnity,
and the related arrangemenis drawn up at the same time, establish
the follow1ng regimes for each category of textile imports 3

originat1ng in low—cost countries.

L i) ‘either: gquantitative limits for each’ category of sensitive

. products from those countries which are major suppllers Wlthln‘
" this product category (these limits are based on the actual
imports for 1976 with allowance for a'moderate growth rate;
for eight extremely sensitive categories, these limits are

contained within "internal” global geilihgs ).

';:ii)‘ or: a mechanism for potential limitation with regard to:

-~ these éame sensitive prodhcts, but originating in couhtriés
| which are less s1gn1f1cant suppllers~

- products which are less sensltlve at the moment, but which

" could become more sersitive.

This mechanism, known. as "exit from the bésket",icahstitutes :
a regulatory instrument for avoiding the undesirable effects
‘of a possible bulld-up of 1mports.

*For state trading. countries only 11 categories are covered, these‘
are 1-8, 12, 15B and 16.
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- 3, Two imbort regiﬁzes are in operafion. . The first coveré prbducti 'f‘or
.. which quotas’ (definitive q«mnta,tive limits). have been negotiated.
. 'Quotas have been.set for the: ma..;or:.'ty of the 40 supplying countt¥ies
for the categories in Group I, the supersensrbive produeta (cotton

“yarn; cotton fabrics-‘ man—-made : -fibre fa'br:.cs, lmitted 'b—shirts, etc, .

-lmitted pullovers etc, trousers . blouses; men's slurts). b "

1~ category I | 1 124 3 4 i :5' : 6 7 | 8

i D

‘ -No of ‘cquntries’cdv‘ere& {24 28. | 18 26 | 24 ,,231 26 .} 22 -

% of 1976 imports extra

| o= supplied vy thess | 92.4] 68.2] 63.3| 88.9] 89.3| 73 | 7a.6] 96.6 | °
" | countries . ' | R & o R ' |
};% of 1976 low cost 96.9| 93¢a] 95.1] %0.3| 93.8] 78 | 76.5| 99

"imports supplied

by these countries

: In~1'97('5 Gréup I accounted for 53.3% by weight of all imports extra CEE -
- of Groups I'~ VI. combineds (In 1977 it was 51.4% by weight and 45.8% .-
in UCEs). ' S ~ B
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; P ST :
J4. For arou,p II produotl’iho’number of oountries for: wh:tch quo-cu ha.ve

I"bwn fixed are: - - . R % of 1976 mports covered
. S . by quotas - . K
Cat 'No of Countries : - Extra -~ EC wa-cost_'
SP A 2 ) 89.0 9745
11 ' N » 4 76.7 e 83-?
12 S 12 751 - . 8646
13 7 - . 794 - 84.8 -
14A 2 86.9 ’ . ‘949
14B 4 59.2 - 8844
154 - 4 85.8 . 92.0
15B 13 4443 7363 -
16 13 44,1 ‘ . T8e4 .
17 4 5760 - . . 7842 -
18 5 ! 94.7 t 10040
20 8 . 63’-9 - : ' _,8201
21 : 7 T4e3 - 79¢2
26 9 5540 . . - 805
27’ 8 7063 _ 86.0 B
29 . -4 69e3 - , 83-
30A .4 796 83.3
30B. - 5 43.8 ’ 4445
31 ' 4 4642 .o . T51
Group II 595 . : 81.6

- In 1976 Group II as a whole accounted for 16.8% by weight of all
imports in Groups I - VI (for 1977 the figure-is 16.8% by weight
and 22.8% in UCEs)s Groups I and II together thus cover two-thirds
of the ECs imports of textiles from third countries. For Groups III
‘to VI the number of supplying countries for each ca'begory controlled
by quota limits is less but in a.ll cases the maaor suppliers of each produc#;
are quota controlled. ’
S5¢ The second import regime, called the basket system, establishes
a threshold level for each product, expressed as a percentage of the
previous Year's extra~CEE imports () . . mnot covered by a
quantitative limit for’ a stated supplying countrye These threshold
levels, which can operate at Commmity or regional level, assure that
each of the supplying countries is aware in advance at what level
of exports the Community is likely to feel concerned and may. decide
" to seek consultations in order to stabiliée imports. ~ (The percentages |
are: Group I - O. 2%, Group II ~ 1.2%, Groups III-V - 4%).

* 1978 thresholds are based on 1977 total importa, or 1976 11‘ thesa were
higher : : '
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8.

‘\cyclical fluctuatzons in the textile trade whlch distort the trend.
Keepmg all these :Ln mind suggests the, admittedly tentative, conclusion,
" "Yhat the ﬁro:jeoted growth in imports, assuming a rigorous management

' >>‘of the import regimea esta‘blished, will overall ‘be equal to and

s Aprabe.bly exceed the likely grewth of intemal demand.

R

-4

~

- e average growth rates for imports under quota, frem 1978 to

1982 ‘for the ‘categéries in Group I are ‘a8 followsz 1

~Category 1 & 2 - a.ccounted for by increases for 1 978 as’ compared ’ »
" with 1976; Category 3 — 2.75%' Category 4 - 3% | Category 5 - 44%,"
‘Category 6 -~ 3.1% Ca,tegory T - 1.5%, Ca.tegory 8 = 1.6% o

For Group II the average growth rate ia 4%, for Groupa ITI and IV :

" 4% is 6~8% and for Group V (in which' there are few. categor:.es to
»:which qnotas apply in respect of some- major supplying countries), .

it is an avera.ge of 6% - . It should also -be noted that 1mports~

- in 1977 declined from the peak reached in 1976 for most groups

and in pa.rtioul‘ar in the highly sensitive ones, Group I and’ II. )
(million kg) L

‘Growp I - T68- 694

 Growp II  , 242 228
- Group IIT 276 - 284
GroﬁﬁtIV N . 56
Growp V- . 15 -~ 81
Group VI -~ * 8.6 - " 1.8

It is important. to eneure: that these regimes are i\mcﬁ.oning‘
' ‘properly. This requiree constant indnito:-ing o‘f tr’ends in

“imports to make eertain that the quantitative restralnts and

_other provis:.oms of the agreemente and a.rrangements are obeerved. :
-The Commission ‘has set. up the necessary machinery for th:.s, but

—its 'smooth operation requires the close cooperation of the A 5

Member States in the management .of these a.greements a.nd arrangementa.

>Theae:agreemente,and arrangements heVe-creafed a'stable external

trade environment for textile products, It wou'ld be hazardous -\
in the extreme to try to predict what they amount to in terms of
"penetratmn"levels in the Gommunity market for text:.les, It is

necessary to take acoount of the general economic perspectives .

. and of the known relationship.- ’between ‘the growth of GNP .and

that of demand for texules and clothmg but to remember also the N

#
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111/ 1?:551?8-221.
Annex III-

In view of the situation in the textile/blothihg industry described -

above, the Comm13s1on considered 1t necessary 1n 1971 to la& down

’the guidellnes - and to supplement them’ in 1977 -~ under which it

reviews the aids -granted by- the Member States. These guidelines

: also make it possible for Member States to take account of pol1cles

whenever 1t seems adv1sable to 1ntrodnce state aids.

. In partioular; at the time of drawing up the supplemenf to the

- approach to aids to the textile.industry in 1977,‘the Commission

- consmdered it advisable to take as its basgis the trend in. the Communlty
*industry, which could be summarized as follows: ‘

- the téxtile/blotﬁing indﬁstry is characterized by‘ehronic‘
‘ economlc difficulties, shrinklng markets and a high level
of unemployment.
The textile industry is more acutely affectednby prdbleﬁs of
employment than other industries; imports from outside the
- Commmity and the processing traffic put 1ncreasxng pressure‘
- on. the Community textile industry. ’

'boc. SEC(71) 363 final of 22 July 1971

®Doc. SEC(77) 317 of 25 January 1977,
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Under these clrcumstances, several Member States have been. obhged. 7

rto apply various meaaures of stata assa.stance to their own mdustry.» .

The Commlssion, in rev:nem.ng “bhese _measures, has endeavoure& to - »
ensure that ‘the national aids granted to the textile/clo‘bhmg ,

mdustry -do niot Jhave the effect of simply transferring d:.ff:.cultles

from one Member State to anether and creatmg new surplus produc‘hlon-
capa.ci'ty, ' C

it neve,rtheless seemed necessary, in view of the sr&ua.tlon noted

ab(we, to define certain- gmdelmes to the 1971 a.pproach 80 that

Member- Stafes may be aware of the posrtmn the Commission is obllgei

1o take when rev1em_ng each - sectora.l aia earmarked for the textlle/clotha.ng
1ndustry. onn1 the one- ha.n& to avoxd e;cacer‘oa ting the problem of -
'overca.pacn.ty, on the other, to ensure - coordination of decisions -

~affect::ng aids Yo the industry, whether sectoral.orf under the '
varlous types of. Commmity aid such as the Regional or Soclal Fu,nd,

'or loans from the EIB. : /
n’me 1977 supplement to the a.pproach sebs ou'l; the Comm:Lss:Lon 8
position, especnally ta.king a.ccoun‘t of: -

- problems of overcapac:.ty, ’ ii, , RS .

« the need for possible future alds o envisage and mak.e posszble
redeveIOpment, -

- the need to exa.mine all a.ssasta.nce to the tex‘blle/olothlng
mﬁustry - whatever the form = in the light of the economlc
.. situation throughout the Community, within the sector or branch -
of actlvrty concerned. . ‘nus requirement is essentlal part:.cularly
" to ensure: that deeismons ta.ken for the same sector, bra.nch or -
underta.king m the. textile/clothing mdustry, whether imrolving

natzonal or Commum.ty assistance, are mtually compatible and
con81stent.»

+
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The representatlves of -the Member States were consulted in good
time on the supplement to the approach; following this consultat1on,

the Commlsslpn forwarded it to the varlous“governments,

While taking éccounftof the policies set wut in its approach,

the Commission has on several occasions defined its position with‘
respect to some Speclflc branches of the textlle/blothlng 1ndustry,
by approving at operational level the policy laid down in its general
guidelines for the indusiry as a whcle. The followlng documents were
1ssued. ’ ‘
3
assessing the‘intérVéntioh of the various financial instrumenis
and of certain Community policies in the textile and clothing

-~ the Commission Communication” concerning the criteria for'

sector,

- the‘ Commission'Recommendatiqr? addressed to. Membexr States<
concern1ng the tights and stocklngs subsector of the textile
industry, : :

~ the letter -of 19 July 1977 to the Member States on stopping
‘aids to the Community synthetic fibres industry.

The samé‘policytwas followed when the requeété~for assistance for-
the purposes of the regional and social funds weré being examined.

3poc. SEC(76) 3817/3 of 2 December 1976. o -
éEEC Recommendation 76/772 (0J L 265 of 29 Séptember‘1976),.
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