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This report follows on fram the November 1988 and May 1980 reports. As
requested by the Council, it updates the previous analyses and looks at the
individual subsectors and regions in greater detall to allow fuller
assessment of the adjustments to be made and of the measures to be taken
under the policies affecting the textile and clothing industry.

This more detailed analysis sharply highlights big regional differences in
the degree of modernization of the industry and the branches of the market
to which production is geared.

These stem, in essence, from historical reasons and are not enocugh in
themselves to point to the conclusion that textile and clothing makers in
certain regions are less adaptable.

Nevertheless, they suggest that these firms are particularly vulnerable to
the filercer campetition which will be unleashed as the Community steadily
presses ahead with its fundamental options for completing the internal
market, conventional trade policy and strengthening its ties with its
neighbours in EFTA, Central and Eastern Europe and the Mediterranean
region.

This tougher competition will force all industries to adapt faster than in
recent years and is the reason why govermment action is needed to create
the most favourable enviromment in which firms can do so.

In regions where less progress has been made towards adapting to today’s
needs, such large-scale adjustments will be needed in a relatively short
time that not even the solutions entailing the lowest economic and social
costs can be contemplated without intervention, and heavy expenditure, by
the public authorities.



Various Member States have told the Commission of their concerns on this
point: this problem will dominate declsion-making for all policies which
will, or could, have an impact on the future of the textile and clothing
industry.

Against this background, the 1891 report sets out the basic arguments,
describes the principal problems and attempts to define the conditions
which must be created.



1.1.

R INCOSTRY

1 The general picture

The latest figures suggest that since the end of 1989 final demand for
textiles and clothing in the Commnity as a whole has levelled off.
Consumption has slowed down particularly sharply for certain categories
of product, notably carpets and furnishing fabrics as a result of
slacker demand from the housing sector.

This slower growing consumption has triggered & build-up in most stocks
accompanied by faltering production figures for the articles hit. At
the same time, it has generally curbed import growth and, consequently,
had & less unfavourable impact on the industry’s balance of trade.
However, in the second half of 1880 in particular import growth picked
up. At the same time, makers have been complaining increasingly that
the only way they can keep up their production levels is by selling at
unprofitable prices. This clearly shows that the depreciation of the
dollar has aggravated the adverse effects of the current economic
situation on the textile and clothing industry. Few conclusions can be
drawn from these short-term developments on the campetitive position of
the European textile and clothing industry in relation to its
competitors outside the Community. A slightly longer time-scale is
needed before this can be done.

Table 1 shows five main developments in the textile and clothing
industry between 1985 and 1989:

(1) In volume terms, final consumption of textiles and olothing has
been growing appreciably faster since 1985 (by 20% in 4 years), though
growth was only moderate in 1888 and 1889: it will take a few more
yearstoseewhetherthismrksaganﬁneupswingafteralong’period
with the annual growth  rate hovering arourd 1.5%



(1i) Growth in exports to non-EEC countries (14%) was once again
stunted by the less open markets in the dewveloping and, even more so,
newly industrislized countries. Export growth varied consldersbly from
one branch of the market to another. Exports of MFA texttiles rose by
Just 5%, reflecting the bitter price competition unleashed by the
depreciation of the dollar. Exports of MFA clothing (including
knitwear) rose by 30% and of non-MFA textliles by 32%, basically because
of the competitiveness of Europsan products on the industrialized
countries’ markets (cf. Tables 11 to 17).

(114) Imports of textiles (including knitwear) rose by 43% but
production by just 5%. In the case of woven clothing, imports were up
by even more but preduction was down by 10%. Almost ons third of the
imports of textiles covered by ths MFA came from the industrialized
countries. Imports of such products were up by 29%, i.e. by more than
consumption, once again as & result of the depreciation of the dollar.
Industrialized countries took & far swaller share of imports of
clothing into the Community (5%). Imports from these countries (up
16%) failed to keep up with the increase in consumption.

(iv) Investment in the ¢extile (and knitwear) industry has been
contimung at a steady pace (up 20% between 10868 and 1983, cf.
Table 5), well above the increases in turnover (3%) or production value
(4%) over the same pericd.

(v) Employment levels (down 7% in textiles and knitwear and down 10%
in woven clothing between 1985 and 1989) indicate that productivity is
contimiing to improve by about 3% a year in the textile sector but is
hardly improving at all in the woven clothing sector.

.2 Diffevences between product categories

A fuller understanding of the scale of the changes describsd in the
previous paragraph can bs gained by looking at them in greater detail
product category by category.



This is illustrated in Table 4.1

The differences between the import to export ratio for each product
show that highly labour-intensive products such as woven clothing,
knitwear and simple, finished ready-made articles are more wvulnerable
to direct campetition from non—Cormmni ty countries.

Capital-intensive products (yarn, fabric and finished products) are
more indirectly affected by outside campetition, which reduces their
outlets on the Community clothing market and for simple, finished
ready-made articles. However, this by no means implies that they are
immne from all direct competition:

(a) The effect of the depreciation of the dollar on textiles imports
from other industrialized countries was described earlier; arnd

(b) The very low import to export ratio for yarn and spun yarn also
shows that, at the bottom of the range at least, the highly
capital-intensive production process alone is not enough to keep local
producers coampetitive against unfair competition from non-Community
countries which grant their industry aid or equivalent arrangements and
access to raw materlals at below world market prices. The same
industries can also draw on the profits made on their captive internal
market to cross—subsidize exports at a loss.

The differences in the import to export ratio, whether measured by
volume or value, from one product to another are further evidence that
the industrialized countries’ textile and clothing industry is
particularly competitive on world markets in high value-added products,
particularly those where the undeveloped countries have made less
inroads into the market.

1 Only products for which production figures are avallable are included in
this Table. This explains why the growth rate for woven clothing is
higher than in Teble 1. In other words, this Table shows the
differences between the growth rates for individual products rather than
the changes in absolute terms.



1.1.3 Differencss hetveen Member States

4.

Production trends and the pattern of trade wilith non—-Community countric.
differ not only from one product to another but also, often
appreciably, fram one Member State to the next.

Tebles 2 and 3 show that imports from non-EEC countries hawve been
growing far more rapidly in the last three Member States to join the
Community. Table 2 also shows the persistent gap in labour costs
between the Member States.

Greater protection of the home market and the advantage of lower wages
over rivals from other Commnity countries on the clothing market
(knltwear and woven) probably explain much of the differences in
prcduction performance betwesn the Member States.

In cases where these are clearly not the decisive fsctors, the usual
explanstion for some Member States’ supsrior performance is that their
industry 1s particularly compecltive in selected products which are
more dependent on creativity angd, often, investment.

Creativity menifests 1tself in many different ways: Iimnovatory
products, designs and models, better organized production, distribution
and services to firms, etc. '

By contrast, capital investment is easier to quantify: there are
enormous differences between the Member States (*), both in investment
in a1l textiles in & given vyear (cf Table 8 for 1982) or in just
certain articles over a decade.

Partly they ©reflect differences in productiom  structures:
capital-intensive products necessarily require hesvier capital
investment. Naturally, thls i1s usually the main reason for the
differences in investment per employee in countries with similar wage
levels and with a comparable commerclal policy enviromment for many
years.
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But the different levels of investment per employee also partly signify
lesser modernization for comparable products. Tables 10 and 10a

clearly demonstrate this in the case of the three most recent Community
Member States and the former German Democratic Republic. This lower
investment i1s the result of less campetition from other countries
ingide and cutside the Community, due to the date of these countries’
accession and their lower wage levels.

More reliable investment data are avallable for large firms and highly
capital-intensive production processes. For this reason, the comments
set out here apply only to the textiles and knitwear industry, but not
to woven clothing.

Also, within the textiles sector as a whole, investment per employee is
usually lower for knitwear and simple ready-made goods, two product
categories where highly labour-intemsive operations play a large part.

For this reason, only the biggest differences 1n Iinvestment per
employee are meaningful, particularly since the data are very general
and the results need to be amplified, by taking account of the
oor):dition of the equipment installed for comparable products (cf Table
10).

The changes described in the previous sectlon are compatible with the
strategies described for firms in the previous reports. Firms have
responded to the pressure exerted by their competitors by:

(1) concentrating on producing middle to top-of-the-range products
in the Cammunity to avoid competing directly with developing countries;



1.3

1.3.

9.

(11) guaranteeing constant product quality and custamer service and
ensuring a stable balance and a quick response to changes in demand;

(111) relocating production of certain articles or  highly
labour-intensive operations to low-wage countries;

(iv) making the requisite investments in product and process
technology;

(v) applying better suited wmarketing and management policies;

(vi) introcducing more efficient marketing structures and policies for
distributing and selling their products.

However, mere observation of these trends will not suffice to assess
how far (or for what proportion of production) these strategies are the
ideal solution and whether the working emviromment at varlious stages of
production and marketing will enable operstors to apply these

strategies if they are willing to s0.
This is discussed in further detail in Chapter 2 of this report.

1 GATT multilatersl negotistions

At the time of writing, the Uruguay round of negotlations had yet to be
campleted, leawving the future policy for trade in textiles and clothing
in the balance.

This report assumes that the Uruguay round will be completed by the end
of the current policy on trade in textiles and that if not interim
solutions will be found along the same lines as the current
arrangements, possibly revised to follow the path mapped out in the
course of the Uruguay round.
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The discussions and negotiations conducted in the Uruguay round to date
indicate that the vast majority of countries trading in textiles and
clothing favour the introduction of a system to follow on from the MFA
and prepare the industry to revert to the general GAIT rules, under
conditions acceptable to exporting and importing countries alike.

The Community’'s position on this point 1s that these interim
arrangements should apply for a significant pericd, during which the
GATT rules and discipline will be tightened up and applied to the
exporting countries too, which will therefore have to open up their
home markets. Over thils period, the importing countries must retain the
possibility of controlling import growth by imposing quantitative
restrictions or invoking a specific safeguard clause whenever lmports
not originally subject to such restrictions grow at a rate causing
serious problens.

2 A nsw chapter in East-West relations

The more open policy towards the countries of Central and Eastern
‘Burope has already made an impact, with application of the existing
policy on trade in textiles granting these countries greater access to
the Cammmunity market. The measures taken have included:

(1) suspension of the unilateral arrangements and conclusion of an
MFA-type agreement with the Soviet Union on 11 December 1989;%
(11) as part of the Phare programme, increase in the 1880 and 1991
quotas laid down in the agreements, first for Poland and Hunga.ry
(0T No L 285, 17 October 1920) and later for Czechoslovakia;3

(1i1) negotiation and inclusion in the bilateral agreements of import

quotas for the outward processing traffic previously covered by the
unilateral arrangements. In November 1920 quotas to apply
throughout 1991 were agreed with Poland, Hungary, Czechoslovakia,
Romania and Bulgaria;

2
3

77, 10 July 1920.

CJNoL1l
oJ L 13, 18 Jamary 1601.

N
No
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(iv) granting of generalized system of preferences trestment to Poland
and Hungary in 1880 and to Czechoslovekis and Bulgarie from
1 Jamuary 1821 on plus lifting, on the same date, of the esclusion
of certain products from the gdenerslized system of preferences
treatwent granted to Romanis earlier.

11. On 18 December 1880 the Council approved the Commission’s brief to
negotiate associlation or "Buropean" agreements with Hungary, Poland and
Czechoslovakia,. ’

One of the main aims of these agreements is progressively to establish
free trade in industrial goods between the Commmnity and these three
countries.

Negotiations were formally opened on 20-22 December 1880. Detailed
negotiations resumed in February 1891 with a target of campleting the
agreaments 1n time to enter into force in Jamary 1822.

An gdditional protocol to the assoclation agresment will provide & new
framework for trade in textiles, taking account of the pattern of
trade between the Community and the countries concerned, to follow on
from the ocurrent agreements on the subject when they expire on
31 December 1891.

It is difficult to say at this stage what lmpact these association
agreements with Poland, Hungary and Czechoslovakia will have on textile
and clothing production and trade and on the choice of site for certain
lines of production, particularly of clothing.

Poland and Hungary have already made considerable progress with
reorganizing thedr economies, but Czechoslovekis has only just started
and 1t is too early to tell what effect the changes will have on
relative price and wage levels. Firms in the Community are bsginning
to meke & commltment in Poland and Hungary in view of the advantages
they undoubtedly offer, both as & sourcs of supply glven thelr labour
cost advantage and as an outlet for products which they are less
equipped to make for themselves. But Czechoslovakia, which has made
less progress with 1ts economic reforis and has a different economic
structure, has drawn less tangible benefilt as yet from the Community’'s

more open policy.
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Consequently, & vigilant watch must be kept on future developments
towards the break-up of monopolies and liberalization of imports in
these countries in order to harness the full potential for cooperation
with the Commnity and avert the risk of conflicting approaches.

1.3.3 Structursl aid

12. The filrms themselves must take the prime initlative and responsibility
for the major effort needed to adjust to the new Iindustrial and
caommercial condltions expected in the next few years.

However, government aid can help solve certain situations and provide a
modern infrastructure tallored to the industry’s needs to adjust. The
comments made in the 1880 anmual report onaddbytheMemberStat&sfor
the textile and clothing industry still hold true.4

State ald specifically for the textile and clothing industry i1s
governed by the 1971 and 1977 Coammmunity guidelines set out in the
letters of 30 July 1971 and 4 February 1977 to the Member States. A
more restrictive framework was introduced for ald to the synthetic
fibres sector in July 1977, since when it has been extended for further
two-year periods on several occasions, most recently in 1983, when the
Member States were informed by a letter dated 6 July 1989.

As a result of the Commission’s restrictive policy on public ald to the
textile and clothing industry, only one Coammmnity country still
operates an aid scheme for this sector: Portugal’'s scheme for the wool
industry. The maln aspects of this scheme were due to expire at the
end of 1880 but have been extended to the end of 1821, without any
increase in the budget. :

France’s ald, financed by parafiscal charges, to the Committee for the
Development and Promotion of Textlles and Clothing was due to expire on
31 December 1020. The Commlssion is considering the prospects of
extension of this scheme.

4  cf. paragraph 16, page 8 of document SEC(80)402 final of 16 May 1980.
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As regards cooperation and mergers between firms, & new Regulation on
merger control has been introduced.S

Although 1t is too early to assess the full impact of the Regulation on
the textile and clothing industry, the implementing conditions laid
down, particularly the turnover thresholds, suggest that it will make
little difference to the operations currently planned in this industry.
Consequently, the vast majority of them will still bs covered by the
national legislation.

5 Councll Regulation (EEC) No 4084/89 of 21 December 1289, OJ No L 385,
30 Deceamber 1989.
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The market trends and industrial structures described in the previous
section portray production capacity in a state of flux and an industry
prepared to varying degrees - in many cases highly, in others

tely — to face the challenge of intermationsl competition, as
long as it is fadr.

For the reasons outlined in the introduction, these often far-reaching
changes are far from complete. The path which will be mapped out by the
interplay between these various :Lnternal and external driving forces
for change remains blurred.

This section describes the role which the most powerful catalysts could
play in triggering these developments.

14.

The study outlined in the previous report was recemtly completed.® Its
findings and recommendations will have to be discussed separately. All
that will be done here is to highlight a few of the main findings
emerging from the Tables in Annex A-1l.

(a) The underlying trend in every country is for large distributors to
increase their share at the expense of small distributors, coupled
with mergers and speclalization in selected branches of the market.
The study) gives figures for the leading distribution channels (see
Amnex A-1).

(b) However, enormous regional differences persist; for example,
t retailers control 20% of the market in the UK but 70%

in Portugal and Italy. Consequently, a faster pace of change can

be expected in the places showing the least concentration today -
(see Annex A-1).

"Setting the scene for the large market in 19823: relations between

producers and distributors in the consumer-goods sector (textiles and

clothing in varticuler): ways of pranoting and intermationalizing new
formg of cooperatlion.”
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(¢) In each country this concentration of distribution has been
paralleled by concentration of the industry itself. The interviews
conducted for the study made it clear that the industry is well
aware that the distributors’ influence and bargaining power over
product design (not least because of thelr influence over
consumers), price and conditions of supply are sure to increase
(see Amnex A-2).

Distributors and producers are steadily developing strategles to
improve the service side (delivery, quality and direct links up and
down the chain). Distributors also prefer longer term links but with
fewer suppliers. Production costs are becoming less and less decisive.
The service incorporated in the product 1s steadily becoming the key
factor in supply strategies, since 1t reduces the services which have
to be added subsequently and allows savings on management costs,
storage, quality control and sales strategies (by making it possible to
keep closer in line with fluctuations in dewend and avoid unsold stock)
(see Amnex A-3).

Distributors and producers alike are bscoming steadlly more aware that
in reality the competitiveness of any single link in the production
chain for a given product at s selected site depends on the
competitiveness of the whole, which cammot be maintained without
far-reaching changes to the operational and logistical links and, even
more s0, mutual relations. Increasingly, the challenge fecing the
industry is to prove that it is capsble of carrying out this revolution
in particulaxr sectors and places.

Its chances of adapting successfully depend, in particular, on
ransgers’ abllity to convert the know-how available into industrial
imnovations. Often, this in tuwrn willl depend on effective access o
all the  services offered to  firwms on ths  markes.

The firmg will inevitably bs the driving force bshind this adjustment
process. They mist percelve the need for it.
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. The Member States which have completed. this process smecothly in the

past serve as an example of the role which govermment ald can play in

creating the most propltious enviromment, notably by providing training
and information.

16.

17.

As mentioned in the previous reports, a fuller understanding and rapid,
prompt dissemination of the technologles available remains the best way
of boosting competitiveness in the short term. This raises the
question whether some of the Member States’ current structures could be
improved and, in particular, whether specific action should be taken at
Commni ty level to provide a stimilus.

However, a mumber of operations remain to be automated, particularly
quality control for intermediate products, making-up and sewing. The
official presentation of the automated sewing system in Tsukuba in
Jamiary 1991 demonstrated the promising progress made with & number- of
operations, even if the integrated e,utonatio factory has yet to be
attained. Fuller assessments of the project are now under way and will
be published in the near future. :

The slow progress on automating certain labour-intensive operations
implies that switching to highly capital-intensive processes camnot be
considered the panacea for restoring the competitiveness of products
threatened by competition from lower wage countries but that in the
years ahead cost competitiveness will contimue to depend on a concerted
effort at all levels, ranging from production technology to product
inmmovation and including the new relationship between producers and
distributors and between each stage of production, as described in the
previous section.

Technology's contribution to this functional integration to mould the
individual components of the system into a new form of cooperation
vhich will boost the competitiveness of the entire chain will be to
develop electronic data transmission systems and dialogue-based
software and to convert machines for flexihle marmufacturing, a task
vhich will not be as easy as 1t might appear.
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In the medium and even long term, however, organization could still
prove the most important factor for kegping the Community’'s products
satisfactorily competitive. Consequently, technologicel dexelopment is
essential, but not enough by itself.

In other words, the avallable technology camnot in iteelf supply the
driving force if there is no specific demsnd.

18.

i8.

Chapter 1 explained that the textile and clothing industry in the
latest regloms to join the Commnity has & considerable amount of
ground ©o meke up on the rest of the Community in & wery short time,
particularly by moving towards more capital-intensive prccesses and
products less exposed to direct competition from non-Community
countries.

In other parts of the Commnity too, methods which saw the industry
prosper in the past must now be reappraised, partly for domestic
reasons such as higher wages and partly because of the arrival of
outside competitors on new branches of the market.

Today's dispsrities in the lewvel of capital Iinvestwent within the
Commnity give serious cause for concern. Tsbles 6 and 10 show that
some countries are well below the Commnity aversge amd will bawe to
step up thelr investment in highly cspltal-lntemsive activities
significantly within & wvery short time. An edded difficulty is that
this incresse in investment could coincide with a sharp reduction in
the influx of capital from other Commnity countries, & pcoor economic
outlook and high domestic interest rates vhich willl cut local firms'

self-financing capacity.

. But it i1s not just & problem of avallahility of resources for capital

investwent. Often, it is equally & matter of giving firms access to &
wide renge of services to help them find the inforwation they nesd
about their markets, provide e broad variety of training (om technical
skills, managewent, design, marketing, etc.) and make it easier for
them to cooperate in all fields.
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Some countries already have schemes (many of them non-sectoral) which
have proved effective in all these fields. In the other, less well
endowed countries the public authorities should promote the
introduction of such arrangements (for example, by scaling up pilot
projects which have proved their worth, particularly to disseminate
technological immovations, and by opening centres of emcellence or
specialized training institutes). Such schemes can be and in some
cases are co-financed by the Commmnity’'s Structural Funds, most of the
- more vulnerable regions where textiles are concentrated being eligible
for assistance under either Objective 1 or Objective 2.

The essential precondition for success remains identification of the
specific enviromment needed by the industry in order to make a rapld
breakthrough to practical applications. The need for fuller
information at local level and for a closer dialogue between all
concerned (firms, trade unions and the public authorities) is greater
than ever, in order to form an effective partnership for defining and
assessing the measures taken.

2.4

21. Modernization of the textile and clothing industry will call for higher
training standards.

This poses speclal problems since in Europe the industry is dominated
by small firms which perhaps need different types of training depending
on their functions and their place in the production chain
(capital-intensive upstream and  labour-intensive  downstream).
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In addition t0 technological know-how, managers of businssses of this
size elso need modern management and marketing methods (covering the
production, maintenance and design aspects). This implies access to
training courses and centres tailored to small firms' spscial needs.
In this respect, there are enormous differences betwean the various
regions of Europe, some of which have less advanced training fecilities

and attitudes to change, despite the important part played by the
textile and clothing Iindustry in their industrial eotivity.

In this context, several textiles and clothing firms have taken part in
the pilot programme started by the Commission in 1882 to provide
mamagers of smwall firms with the training they nssd to prepare for
campletion of the internal market.

There are plans to continue this training programme in 1G21.

The public sector can assume a key role, notably by giving firms easier
access to the national and Commnity training programmes. At Community
level, & wide variety of specific programmes in the human resources and
RYD flelds,” as well as actions financed by the Structurel Funds (in
particul&rﬁmeﬂmownSocialE\mﬂ) can help to meet treining nesds
in the textile and clothing sector.

However, even this wide range cannot always satisfy users’ specific
needs - & sltuation which bas an adverss effect on the transfer of new
technologies and the spresd of nsw methods of organization. In
implensnting and further developing such progremmes, therefore, closer
attention must be pald to training needs at regiomal emd locsl level.
Edisting imbalances must bs pinpointed more clearly, which in turn
requires closer coordination and more direct involvement on the part of
the firms and trade unions concerned. The Commnity is imvolved at
thres levels:

7

Particularly COMEIT, BRITE, ERASMUS, ESPRIT, EUROTECNET, PETRA, SPRINT,
experimental tralning schemes for small businesses and EUROFORM.
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To promote this dialogue with a view to gradually aligning working
conditions in the industry, the Commission has offered logistical
and financial support for & programme of activities orgsnized by
the European Trade Union Committee for Textiles, Clothing and

(111)

This Committee is a tripartite body set up on & proposal from the
Commission. and bringing together representatives of employers,
employees and the governments of the Member States. Its objectives
are:

(a) to develop the interface bhetween the dissemination of
technologies and the implementation of training and education
programmes in textile reglons;

(b) to promote cooperation between the existing ocentres and
encourage them to act as a platform for innovation and exchanges of
experience on vocational training;

(c) to set up a coordinating body at Comunity level.
Centres of excellence

These ocentres are the various institutes responsible for transfers
of technology and the associated training.

A Community-wide network of such centres could be set up to define
cammon objectives, cooperate on Jjoint projects and carry out
transnational projects.
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Nothing fundawental has changed in the preconditions for successful
restructuring described in earlier reports. Alongside action by the
firms end national suthorities, the Comunity’'s role remalns to create
the ideal conditions for further adjustment of the industry on &
healthy, economically viable basis. In November 1880 the Commission
sutmitted its position on this subject.® Accordingly, the essential
task of the Community’'s policies and instruments i1s still to provide
catalysts for the adjustments described in the previous chapter.

The major challenge 1s to make the Commnity’'s textile and clothing
industry more campetitive by closer integration of each link in the
chain and by reloccating certain operations or products to other sites
inside or outside the Community. Relocation 1s & relatively familiar
idea, but integration 1s largely unknown territory in terms of the
relations to be established, strategies to be formulated and support
mechanisms to be set up.

Against this background, this chapter outlines some of the scope for

24.

The Commission will discuss the results and conclusions of the study
mentioned in Section 2.1 in depth with the national authorities and
economic circles concerned. In view of the interest shown in this
initiative by certain Member States and other circles, priority should
be given to an exchange of views on the subject before defining any
further measures.

8

‘Industrial policy in an open and competitive emvironment: guidelines
for a Community approach" (COM(80)558 final).
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Inevitably, the firms will have to be the driving force behind any
future practical measures. However, a stimilation or awareness
campalgn by the Community could clearly be helpful partly because the
parties Involved often fail to grasp the full complexity of the
problens and the stakes and partly because, in many cases, far faster
restructuring will Dbe needed than in the recent past.

In this context the first thing to do must be to make sure that
producers and distributors know more about each other so that their
requirements may be better defined.

25. As mentioned earlier, networking of a series of operational functions
will call for the development of "intelligent" Iinfrastructure
facllitating dialogue and exchanges of information at each level. The
enormously complex structure of the textile and clothing industry and
its diverse links with distributors presents this completely new form
of industrial immovation with far more complex problems than in other
sectors, such as the automcbile industry, where Japan’s spectacular
breskthrough to industrial competitiveness was at least partly due to
such integration, based on an equal partnership between the various
components of the system.

3.2

The Commission commnication on industrial policy called for projects to
promote the development of applications for key technologies in specific
sectors.

This approach was adopted when preparing the priorities of the specific R¥D
programmes. Several measures in this field are particularly striking.
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First, the instigation of an enslysis funded jolntly by the Commission
and the industry to define en Integreted programme laying down
self-tuition  priorities  (PRACTICE  programme).f© The = current
preliminary phase 1s following the multi-disciplSaxy approach
edvooated in the previous report, with participsnts renging from firms
in several Member States to technology producars end & Buropsan
research network speclalizing in this field.

The second schems, still on the drawing board, is more ocomplexx and
needs detailed preparation. The objective is to set up an operational
network to carry out & pillot project on quick response. This will
involve &1l links in the chain, from fibre producers to distributors.
Next year’'s report wlll give describe the progress made.

. Finally, several multi-disciplinary schemes have provided financial

support for small firms in the textile and clothing industry, notably
the BRITE/EURAM pilot scheme of feasibility awards and the CRAFT
(Cooperative Research  Action for Technology) programs.

In this comnection, as requested at the Council mesting on industrial
affairs on 28 March 1880, the Commission is planning to extend these
highly constructive pilot project schemes to other resesrch and
technological development programres.

. As somounced at the Councll meeting on 15 Octobesr 1820, the Commission

plans to set up an observatory to give a fuller picture of the textile
industry and, hence, provide a firmer basis for policy-meking and
implementation.

It is hoped that this will provide an instrument to coordinste the work
programmes of the circles interested in quantitative and qualitative
data on the industry.

9

The objective of the PRACTICE programre is to reduce the impact of
labour costs by 50% throughout the clothing and knitwear industry.
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The aobservatory will work in close collaboration with the Statistical
Office of the European Coammunities, on which it will depend for the
purely statistical work. It will encourage the partners to exchange
information, harness the synergies in their analytical work and
constantly pursue the dilalogue needed to gain a better understanding of
both the common ard unique features of each subsector and region.

The observatory will probably be set up in the course of 189i. Next
year's anmual report will contain a preliminary assessment of its early
work.

30. Al1 the measures mnentioned (greater industrial compstitiveness,

31.

services for firms, training, access to non—Community markets and
fuller basic economic data) can be taken under the existing Community
instruments and policies even if they carmot be coordinated easily or
imvediately. The Community’s Structural Funds are alsco making major
investments to help diversify the economy and improve gemeral business
conditions in most of the regions where the textile/clothing industry
is concentrated and in need of further fundamental restructuring.

But there is one new added factor. Several Member States whose textlle
and clothing industry is in danger of finding it hard to adapt to the
new competition from inside and outside the Community in time have
announced plans to help the industry to adjust and have submitted or
amounced requests for special assistance fram the Community to this
end. Other countries could perhaps follow suit in the near future.

The Commission and the administrations ooncerned are assessing the
gituation of each of these industries, their specific needs and the
impact which the varicus Commnity instruments have had at both local
ard national level.

It is too early to assess the type and level of public aid which could
be needed.



Against this background, fuller information on ongoing developments,
the objectives pursued and the means employed to attain them, as
described in the previous section, 1ls a sine qua non for more efficient
use of the public and private resources deployed.

It will also ensure that they fit in with the other Commnity policies
affecting the industry (e.g. internal market policy, trade policy,
competition policy, ete.).
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. 32. The previous report depicted a textile and clothing industry generally

prepared to withstand the international caompetition.

This year’'s report puts the emphasis on the scale of the changes to be
expected in the next few years and on the extra effort which will have
to be made in the reglons which have more to do to modernize the
industry.

Throughout the Commnity this adjustment to today’'s needs applies not
only to the products and production processes but also to relations
between each stage of production and between producers and
distributors. :

. The real challenge facing the textile and clothing industry and its

distributors is to reorganize production around closer dialogue between
each stage in the system and an advanced concept of industrial
relations throughout the Commnity, particularly in the less advanced
regions.

This readjustment will be far more complex in the textile industry than
in others, but, if successful, will ensure that this industry, which
has been in the forefront of industrial development for centuries, will
retain all its importance to j.rxiustry ard society and produce a series
of immovatory solutions.
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MFA PRODUCTS

°% changes in volume compared with previous year

Table

4 . (1) t1)
APPARENT CONSUMPTION = PHODUCTION () COMMUNITY IMPORTS COMMUNITY EXPORTS
T+ C 1 c T C ! c
1986 7,6 9,0 2,5 - 1,7 12,5 26,4 - 5,0 5.0
1987 9,3 5,5 1,1 - 5,0 22,0 25,6 2.5 5,4
1988 - 0,8 3,1 - 0,9 - 1,9 0,2 10,4 4,0 0,5
i
1989 2,5 2,6 P - 1,4 4,3 ; 6,3 4,0 7,1
i
1990 | 12,6 | 15,3 -3,7 1,8
I :
' e

T = Tex:tiles Cincluding knitwear)
C = Clothing (excluding knitwear)

Sources: (1) SQOEC - COMEXT
T (2) C1TH

2
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CHANGES BETWEEN 1985 AND 1989 (base 1985 = 100)

TExXxT 1 ULE

o
-y

VALUE IN ECU OF

TABLE ‘

|

HOURLY LABOUR COSTS
- NATIONAL IN SPINNING AND
PRODUCTION |COMMUNITY COMMUNITY EXPORTS (MFA PRODUCT§> CURRENCIES (2) |WEAVING IN SPRING 8
CINCLUDING |IMPORTS (MFA & o .. rcu UNIT ws$) 3
KNITWEAR) |PRODUCTS) i PRICE
I t
EEC 105 143,5 105, 4 110 104, 4 |
BELGIUM 104,5 164,5 © 122 118,9 97,5 103, 3 17,85 |
DENMARK 95,2 99,8 ‘ 97,7 96,7 98,6 99,4 18,35 i
GERMANY 98,7 122,3 ' 110,2 121,7 110, 4 107,1 16,46
GREECE 103,6 190 ' 118, 4 99,8 84,3 59,5 5,85
SPAIN 109,5- 613,35 l 94,6 96,4 101,9 99,3 7,69
FRANCE 93 e, 7+ 116 12,8 97,2 96,7 12,74 .
IRELAND 110,38 14,8 100, 8 Bk, v 8¢, E 72,15
ITALY 16,9 150,4 | 95 107, 8 115, 6 54,4 16,13
NETHERLANDS 101 08,6 81 83,3 102,8 107,2 17,84
PORTUGAL 104,2 26¢,7 ! 110,3 91 82,5 75,6 2,75
UNITED KINGDOM 97,4 181,9 ‘ 10%,6 9,0 g, i, 6 10,20

Sourcen

(1) SOEC - comexy

(2) vG6 11

(3) Werner International

3

¢ 38vi



CHANGES BETWEEN 1985 AND 1989 (base 1985 = 100)

L (1)

CLOTHING VALUE
PROOUC T10N ] CONMUNITY COMMUNITY EXPORTS (MFA PRODUCTS) IN ECU OF

A | 1mPORTS “ TONNES Ecu UNIT NATIONAL

(WFA PRODUCTS) | " PRICE currencies(2)
I £, .

EEC 90, 4 186,06 119,1 120,8 101,46

acloiuk " (94) 267 128,1 122,8 " 95,9 103,3

S

DENMARK 68 202,9 79,6 30,8 101, 5 99, 4

.. i

GERMANY 88,1 155, 7 117,8 130,5 110,8 107, 1

[

.SREECE 89,6 L66,6 266,4 201,7 82,9 59,5

“SPAIN 103 989 243 ,4 201,7 82,9 99,3

France! 87 25%,2 126,3 125,5 99,4 96,7

IRELAND 85,1 229,4 160,2 95,1 59,4 92

ALY 96,8 220, 1 88,6 121,9 137,6 - 96,4

NETHERLANDS 91 174,72 131,2 130,9 99,8 107, 2

0RTUGAL - 103 1.200 151,7 142,5 93,9 75,6

JNITED KINGDOM 102,5 rnLh 8o, 7 78,8 97,06 88,1

Source:

(1) soec - COMEXT

(2) 06 i1

(3) Herner Internatianal

TABLE 3

%
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CHANGES BETWEEN 1985 AND 1989-BY SECTOR OF ACTIVITY (BASE 1985 = 100)

TABLE &

PRODUCT ION IMPORTS _ EXPORTS % COVERED 1N 1989¢3)
TONNES TONNES ECU UNIT PRICE TONNES ECU UNIT PRICE TONNES ECU (2
(1) (2) : } )
TEXTILES
Yarn and spun yarn 98,3 131,3 14,5 87,2 104,4 12,2 107,5 50,6 120,8
(SPUN YARN) (94,1) (126,7) (102,3) (80,7) (87,8) (71,9 | (81,9 (34,4) (61,4)
Woven Fabric 102,3 140,7 129 91,7 121,3 128,3 5 105,8 73,9 143,6
Hosiery 116, 4 165,3 141,5 85,6 92,5 95,6 | 103,4 126,8 189,6
Simple ready-made goods 96,7 192,7 171,9 89,2 103,3 06,7 | 101,4 54,1 76,4
Garpets 120,5 181,2 157 86,6 110,3 102, 8 93,2 238,2 81,4
Non-woven fabric 160,7 110, 4 104 ,1 94,3 176,6 160,46 90,8 175,5 199,8
Others 105 182,6 149,1 81,7 115,9 118,4 102,2 106,2 97,1
CLOTHING
Knitwear 100,3 205,5 177,6 86,4 134,1 128,8 96 13 59,7
Woven clothing 95,3 176,6 161,8 91,6 107,3 115,6 107,7 19,7 42,6
=
o
Sources: (1) CITH =
(2) COMEXT- SOEC -

(3) Percentage of imports

covered by exports,

| <



" SECYORS OF ACTIVITY IN 1989-.

TABLE 4a

Sources: (1) CITH
(2) COMEXT- SQEC
(3) Excluding ¢lothing

PROOUCTIOH IHPORTS EXPORTS X COVERED IN 1989 - |
TOHHNES TOMNES MILEION ECU UNIT PRICE TONNES !HILLION ECy UNIT PRICE TONN&S ) ECU
G ECU per lkg'? ECU per 1kg(2)
TEXTILES
Yarn and spun yarn 3.561.846 945.601 | 5.307,1 5,62 478,776 6.086,7 12,7 50,6 120, 8
(SPUN YARK) (2.328.670) (397.100) ! (1.431,8) (3,6%) (136.729) (879,8) (6,43) (36,4) | (41,4)
doven Fabric 2.089.8t2 | 670.884 | 4.792,7 7,14 495.979 | 6.882,4 13,88 73,9 | 1436
" Hosiery 369.375 35,536 280,1 7,88 45.060 531,2 11,79 126,8 189,6
Simple ready-made goods 292.015 107.124 814,2 7,6 57.979 622,3 10,73 54,1 76,4
Carpets 1.090.639 102.562 | 1.230,9 “2 244,269 1.001,6- 4,1 238,2 81,4
Non-woven fabric 282.950 h1,992 208,5 4,96 73.710 16,6 5,65 ’75,5 199,48
Others 322.70¢ 89.64L8 700,9 7,82 95.196 680,9 7,15 106,2 7
CLOTHING
Knitwear 686.678 14,3.755 | 5.283,5 15,39 113,43 3.153,8 27,8 13 59,7
Woven clothing ' 646.889 | 546.103 [10.187,2 18,65 107.482 | 4.335,3 40,34 19,7 62,6
— O - [ ol




STRUCTURAL DATA FOR THE COMMUNITY TEXTILE AND. CLOTHING :INDUSTRY

TABLE 5

Sources! EUROSTAT

COMITEXTIL - AEIH.

TEXTILE + KNITWEAR (NACE 43) CLOTHING (NACE 453)
1986 1987 1988 1989 1989:1924 1986 1987 1988 1989 1989:1986
‘ (%) (%)
i
Total jobs 1.60%.618 | 1.577.483 | 1.547.4%1 11,528,157 | ~ 4,7
Jobs (Firas over 1.403.060 | 1.379.805 | 1.330.i04 [7.321.000 | - 5,8 ©1.097.213 | 1.069.358 | 1.019.827 | 997.772 | - 9,1
20 employees) :
Number of firms . - l .. _
(TOTAL) 78.161 78.305 78.307 77_904 0,3 |
- Number of firms over 16.974 14.919 14.632 13.297 | -11,2 28.302 28.234 28.730 28.845 | + 1,9
- 20 employees .
4
Investment (ECU million) 3.692 4.034 ! o234 4.690 27,4 1.052,825 1.096,995
Turnover (ECU million) 87.107,5 86.177,4! 88.763,7 89.699 | + 3 44,1888 44.0231)
VValue c'af ;.)roductlon 84.02¢ B7.315 ‘86.961,3 87,651 + 4,3 42.77Q9 43,4714 - 46,514 47 .800 +11,8
(ECU million) : .
Productivity index 102,5 103, 6 102,8 105 + 2,4 98,3 93,4 91,7 90,4 -8
(Volume) 100 = 1985 '

§ 378v!
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STRUCTURAL DATA FOR THE TEXTILE INDUSTRY (INCLUDING KNITWEAR) IN- 1989

TABLE 6

For EEC 12: percentage of imports from outside the Community covered by exports to outside the Community (by value).
(h) ‘Inclusion of knitwear, a major industry in this country, sharply reduces the level of investment per employee in calculations of this type.

DURCE

COMITEXTIL
NATIONAL STATISTICS

* 1988 NACE 43
*& 1986
!
1) (2) (3)
Total jobs_ i Jotal investment Investment per employee. Preduction value _
1989 x 1986100 ik ian €y v 19ROTI00 ey CEE=100 [winieneoy | % (19862100 |
covered
Germany 212.900 13,9 93,5 942 20,1 116,464 4,425 147 15.618 19,5 100,4 87,1
France 187.050 12,2 86,0 ; 652 13,9 135,8 3.486 115 13.017 16,2 96,4 68,2
Italy 449.500 29,4 98,1 1.324 28,2 127,7 2.945 (4) 98 19.844 24,8 99,7 | 209,7
Netherlandsl “23.000 1,5 93,3 128 2,7 131,6 5.740 190 1.973 = 2,5 * 101,44 % 71,4
Belgiun/lugy 51.078 3,3 93,4 371 7,9 166,464 7.263 241 5.042 6,3 98,3 137,2
214. 600 14,0 93,5 594 12,7 138,2 2.768 92 11.020 13,8 106,6 50,7
* Ireland* - 8.500 0,6 81,8 12 0,3 57 1.412 47 722 0,9 108,6 | 79,6
Denmark 14.200 0,9 95,2 AL 1,4 120,4 2.887 96 919 1 96,5 69,6
Greece ¥ 63.521 4,2 100,0 156 3,3 100 2.456 81 2.704 3,4 95,4 135,4
Spain 165.000 10,8 93,9 265 5,7 140,7 1.606 53 6.307 7,9 85,0 87,4
Portugal 139.508 9,1 107,6 150,3 3,8 17,3 1.242 42 2.966 3,7 115,7 185
EEC 12 1,528,157 100,0 95,2 L.690,4 100,0 127,4 3.019 100 80.132 100,0 99,1 98,3
“1) Investmert per job. |
(?) Production at constant values (Base 1985). ;
(3) For each country: percentage of total imports covered by total exports (by value). "




torAC INVESTHENT(L) INEHE TEXTILE INDUSTRY: (INCLUDING KNITWEAR) :

NACE 43

TABLE 7

™

TOTAL INVESTMENT PER.EMPLOYEE

MILLION ECU
1980 1985 1989 FROM 1980 TO 89 | FROM 1980 TO 89 | FROM 1980 YO 89 [FROM 1980 10 89
ECU EEC = 100
" GERMANY 512,2 703 942 6.6L6,9 20,6 31.220 148
FRANCE 356,4 482,72 652 4.473,3 13,9 23.914 113,3
"ITALY s72,7 908, 1 1.324 9.169,9 28,4 20.400 96,7
NETHERLANDS 53,9 79,8 128 797 2,5 34,652 164,2
BELGIUM/LUX 1264,°2 211 ,1 371 2.286,5 7,1 44,833 212,5
UNITED KINGDOM 307,3 W4, 2 594 3.786,7 11,7 17.645 83,6
IRELAND 26 29,7 12 177 ,4 0,6 20.870 98,9
DENHARK 20,3 43,9 661 392,8 1,2 27.661 131
“GREECE 128,5 108,8 » 156w« 1.247,2 3,9 19,638 93,1
SPAIN 127,2 175, 4 265 1.809 5,6 10.964 52
PORTUGAL 132 109, 8 180, 3 1.456,8 4,5 10,443 49,5
EEC 12 .360,7 326,06 4.690,4 32.243,5 100 21.101 100
Sources: CRONOS
R NATIONAL STATISTICS
- Al1083 aa 1986 (2)  InRS AT FND OF PERION TAY ANCLUDING TRANSFERS.

L3278yl
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1989 - PRODUCTIVITY IN COTTON-SPINNING IN EUROPE

i i
i CONVENTIONAL SPINNING % OPEN-END SPINNING
; ._ ; »
COUNTRY % OHK (12 RANK INDEX (22 | OHK (1} RANK INDEX 2>
: : —
Italy T 1 100 % 1,62 | 1 100
Netherlands 5,36 2 88,4 E 2,08 : 77,9
Switzerland 5,61 3 84,4 ; 4,70 L g 39,5
Austria t 5,65 4 I 83,9 % 2,82 : § 66,9 |
Denmark 6,32 5 | 75 ' - - i -
Germany 6,60 . | 6 71,8 - oz | : :
Betgium 7,ar n 64,8 5 2,19 ! Z
France 7,51 . 8 62,7 | 2,58 & ?
j . Spain 7,83 j 9 60,5 é 2,99 T i

{1) OHK = Operator Hours per 1.000 kg

(2) Based on hourly production in kg.

;Sowrees: NITIONAL ASSOCIATIONS
' ERNER INTERMATIONAL



TABLE 9

LABOUR COSTS IN THE TEXTILE INDUSTRY IN EASTERN EUROPE’

; . , ‘ Productivity Hourly costs -
. Hourly Llabour costs -(1990) compared with corrected by 1 &;;
manufacturing |productivity -
. industry 4 - .
] us s _ INDEX INDEX INEEX
1
4 | | ‘
“Italy | 16,13 100 100 f 100
: |
| i
ex GOR i 8,28 51,3 L0 128
Hungary E 1,264 i 7,7 | 30 | 25,7
: H | :
i | . ! <
Czechoslovakia ; 2,70 16,7 ! 30 E €57
! i
(Poland) : (1,20} 7,4 i 30 22,7
I |
Werner International

Sources:

Boston Consulting Group




 HODERNIZATION'RATE FOR’ SHORT-FIBRE'SPINNING CAPACITYiIN 1989

“8PTNDLES ( THOUSANDS) 0.E. ROTORS .SPINDLE EQUIVALENT (1COREM-END ROTOR = 4

_SPINNING SPINDLES (THOUSAHDS)

Capagity - (1) 1980-89 T2 rese .- |(1) 1980-89. . 1(2) 1989 . (1) 1980-89 [(2) 1089 - . .|

MO apdernization modernization | Capacity’... |sodernization |wodernization’ | Capacity modernization [nodernization |

- agte - rate B ' rate U lrate T £, lrate
(%) T (%) (%), i (%)

GERMANY 1.453 29 5,8 103.200 137 7,5 1.866 53 6,2
FRANCE 766 30 3,2 103.276 103 6,6 1,179 56 4,4
TTALY - 1.925 60 8,1 83.500 201 12,6 2.259 81 8,7
NETHERLAWDS, - 55 24 - 6.200 115 20,9 80 +§2 6,5
“BELGIUM/LUX, 209 14 2,5 37.664 111 10,9 360 54 6,0
"UNITED KINGDOM 661 6 - 72.000 27 2,4 949 13 0,7
IRELAND 60 23 - 5.000 74 39,4 80 36 9.8
DENMARK 28 51 6,9 400 - - 30 47 6,4
GREECE 1.450 22 3,9 68.300 32 0,3 1,723 24 3,4
SPAIN 1.907 18 2,6 73.754 144 7,3 2.202 35 3,2
PORTUGAL 2.007 28 4,5 32,142 102 16,5 2,135 32 5,3
EEC 10.521 30 4,5 585.436 m 7,7 12,863 45 5,0
FORHER GDR- 1.000 4 - 100.000 73 1,0 1.400 23 0,3

EUROCOTON (1) Proportion of e 1989 Eapacity -acq ‘1989

Sources: ITHF,

(2) Proportion of {fig: 1983




MODERNIZATID

‘ Weaving l

SHUTTLE LOOMS

SHUTTLELESS "LOOMS

j "’_SHOR%;:FiBRé}*;QfKVING?‘CAEA“C~J.‘_TY_5?1NS?‘!‘?SQ}

[ VO OSSR R S

|

Capacity - | (1)1980-89 [(2) 1989

ALL LOOMS

TABLE 10 A

oderniz- . moderniz-
tioniirate | ation rate
Sy EN)

15.994 115 1,7
12.491 114 14,6
21.100 189 22,1
1.920 - Y 2,7
9.250 72 10,5
11.270 40 6,3
1.250 0,2
690 l 0,1
10.000 15 0,8
14,744 81 8,9
27.630 19 2,3
126.339 82 9,6
19 C 1.6

T AR _ —
c&pacity (1) 1980-89 (2) .1989 Capacity [(1 )1980-89 I‘Z) 1989
o moderniz- | moderniz-| moderniz—, moderniz-
ation rate|ation fate ation rate jation rate.
(%) ) ) G
) . .I —— e e e | e = e e e
GERMANY 3.110 7,7 0,5 12.884 141 14,4
FRANCE 2.836 5,0 - 9.655 146 18,9
ITAlV 3:750 3,9 - . 17.350 229 26,8
NETHERLANDS 460 9,1 - 1.460 29 3,5
BELG I LUX 3.900 0,9 - 5.350 124 18,2
UNITED 6.070 5,3 - 5.200 &0 13,6
KINGDOR
IRELAND 350 - - 200 - 4 0,3
DENMARK 500 - - 190 14 0,s
GREECE 7.000 0,6 - 3.000 49 2,7
SPAIN 8.738 1,7 - 6.006 197 21,8
PORTUGAL 20.030 1,6 - 7.600 65 | 8,5
EEC 56.744 2,5 - 69.595 146 17,4
N 11.000 g,2
_FORMER 60R | . ’
SR S b ‘ =
ﬁsuufﬁqQE |le;-FnhﬁL0|nu (1) guart b 1o 1980 i,
Lo TR ane

a1 en"1989

Sﬁnéq;

l¢

bZ
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IMPORTS (BY VOLUME) OF TEXTILES AND CLOTHING INTO THE EEC

BETWEEN 1985 AND 1989

1200 Tonnes

11

MF A

o LAl 'MFA textiles MFA
Code Teducts Year _: textiles +  textiizs — clothing
o MFA clothing
~. "Z7.70U
i Zone
; 1985 2.306 1.598 1.119 478
' 5011 Non-EEC 1989 3.364 2.498 1.606 892
i S
5 T 1985 694 423 385 38
. 3071 Industrialized 1989 938 542 498 44
i countries not
{ covered by the o
o _textiles poligy
: 1985 1.612 1.175 735 440
| 306 Countries covered 1989 2.437 1.955 1.107 848
! by the textiles
f policy ~
T T 1985 342 260 172 88
. 30vC Countries with 1989 512 462 262 500
arrangements
- 1985 182 155 119 36
£ uhi
of which 1989 318 273 175 97
Turkey |
' 3073 Countries with 1985 1.172 857 514 343
(+ TSO) an agreement 1989 1.744 1.370 754 615
$002 of which 1985 265 262 98 164
dominant countries 1989 392 352 140 212
720 of which 1985 129 107 78 29
: China 1989 226 187 95 91
i
P 9055 ASEAN 1985 106 72 47 26
i 1989 230 185 89 96
i n
T ]




EXPORTS (BY VOLUME) OF TEXTILES AND CLOTHING FROM THE EEC

BETWEEN 1985 AND 1989

YA

Few

0B ; : ! AlL EMFA textiles  MFA MFA
Coée i o Troducts Year { textiles ! + textiizs clothing
: ™ I 5y pon  WFA clothing
: . H b : . 22,520
Zone ! | ‘
: 1985 2.027 1.517 1 1.332 185
| 3011 Non-EEC 1989 2.318 1.646  1.404 241
; 1985 983 805 673 132
. 3071 Industrialized 1989 1.059 870 ; 696 174
i countries not 3 ~
: covered by the ,
= - textiles poliey 1985 1.044 712 660 53
| 3064  Countries covered 1989 1.259 775 708 67
! by the textiles ~ )
: policy
o T o - 1985 194 124 114 9
? 3072 Countries with 1989 252 174 i 160 15
‘ arrangements ;
T 1985 50 16 16 -
s of which 1989 45 24 23 1
Turkey
; 250 235 14
| 3070 Countries with 1985 404 i e "
(+ 736)  an agreement 1989 >10 310 ;
. Y i
9002 of which 1985 31 25 . ch
dominant countries 1989 80 52 f 50 e
i
720  of which 1985 151 sQ ! 49 1
i China 1989 76 w2 | 41 1
! :
i
| 9055 ASEAN
; 1985 109 15 15 1
! 1989 24 19 19 -

RV

e
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EEC BALANCE OF TRADE IN TEXTILES AND CLOTHING
(BY VOLUME) BETWEEN 1985 AND 1989

. TC00 Tonnes
= i l : e
bB. 5 ) : i ALl fMFA textiles MFA MFA
Code | ~ Froducts : Year : textiles ; + textiles clothing
: . : ! ' R 221
: f Zone S— ' S ; i el
| - B
F = | 1985 - 280 - 80 + 213 - 294
' 30117 Non-EEC 1989 - 1.046 - 851 - 201 - 650
: ' i __
! ]
; - 1985 + 289 + 382 + 288 + 94
;307 Industrialized 1989 + 121 + 328 + 198 + 130
| countries not )
‘ covered by the -
— textiles poligy !
! ) 1985 - 569 - 463 - 75 - 388 ;
| 306 Countries covered 1989 - 1.168 - 1.180 - 400 - 780
! by the textiles |
| policy T o
- —— -1 oss - 148 - 136 - 59 -8
i 3072 Countries with 1989 - 260 - 287 - 102 - 135 5
arrangements 5
. A - 133 - 138 - 102 - 36
i of which 1985 248 152 9%
; Turkey 1989 - 272
| 3070 Countries with 1985 - 768 - 607 - 278 - 329
(+ 736)  an agreement j 1989 -1.234 - 1.058 - 464 - 593
: ¢ i —
: |
9002 of which | 1985 - 233 - 237 - 73 - 163
dominant countries 1989 - 312 - 300 - 90 - 210
720 i i
of which ! 1985 + 22 - 58 - 29 - 29
China .
| ] 1989 - 150 - 145 - 5S4 - 97
| 90ss  asEaw :
; [ 1985 - 89 - 56 - 32 - 25
) P 1989 - 206 - 167 - 54 - 97




IMPORTS (BY VALUE) OF TEXTILES AND CLOTHING INTO THE EEC

BETWEEN 1985 AND 1989

43

_miLLion ECU

~ . - R
[ } .
DB. S . : ! ALl !MFA textiles MFA MFA
Code S ouets o Year i textiles | + textiles  clothing
: ; i . S AR
: Zone ‘ ' o L <0120
— 1985 18.317 16.758 | 7.453 9.305
L5011 Non-EEC 1989 27.670 25.041 § 9.535 15.507
il 1985 5.382 4.637 |  3.370 1.266
3071 Industrialized 1989 6.639 5.595 | 4.070 1.525
countries not !
; covered by the i ]
' ___textiles poligy |
s ' 1985 | 12.934 12.122 | 4.082 8.039
| 3064 Countries covered 1989 21.031 19.446 | 5.465 13.981
| : ;
g by the textiles {
: poticy , i* - :
L igo- o 1985 | 2.310 2.246 | 811 1.435
bpooRlee Countri i |
| ountries with 1989 4.529 4.397 | 1.135 3.262
! arrangements ! ' |
—_ ; l
"C ot e 1985 | 1.097 1.064 513 531
- whic ! ;
. 1989 | 2.364 2.277 . 7.408 1.537
; Turkey :
3070 Countries with 1985 9.401 9.292 i 2.878 6.415
(+ 736) . an agreement 1989 15.259 13.900 i 3.676 10.223
X v
L g
9002  of which 1985 | 3.918 3.847 577 3.270
dominant countries 1989 | 5.163 46791 | 768 4.023
— |
720 i l
of which 1985 962 817 425 392
Chi
g e 1989 2.027 1.570 512 1.057
|
! 9055 ASEAN
: 1985 757 707 254 454
: 1989 1.950 1.570 512 1.057
- T - ]
!
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EXPORTS (BY VALUE) OF TEXTILES AND CLOTHING FROM THE E£EC
BETWEEN 1985 AND 1989
.million ECU

:\ N - - e - -
DB. | - ! E ALl !MFA textiles MFA . MFA
Code : N~ [ @ducts . Year i textiles ! + textiless clothing
: \ 21.000 HFA clothing '
H N ] ) o JoL T : 2.1
' Zone : _ ;
: 1985 | 19.759 16.830 | 10.624 6.206
P 3011 Non-EEC 1989 22.804 19.181 b 11.684 7.497
: 1985 12.591 10.784 5.903 4.881
. 3071 Industrialized 1989 14.384 12.003 | 6.160 5.843
i countries not ;
i covered by the —
__ —__textiles poligy ;
! 1985 7.168 6.046 ! 4.721 1.325
| - . i
| 306¢  Countries covered 1989 8.420 7.165 | 5.520. 1.645
! by the textiles i
: policy , :
o o T 1985 1.130 953 | 813 140
i 3072 i i ; ‘
' Countries with 1989 1.620 1.472 | 1.255 217
arrangements :
. . 1985 ! 165 98 9% 4
e of which ;
1989 233 187 ! 175 11
Turkey ‘
3070 Countries with 1985 2.617 2.208 ; 1.886 322
(+ 7367 an agreement 1989 3.894 3.319 1 2.730 589
: 7 | .
1
] ] .
$002 of which 1985 491 401 323 78
dominant countries 1989 1.059 794 a 587 208
) i
720 of which 1985 292 121 | 119
Chi
| e 1989 205 138 ! 136 3
. i
| 9055  ASEAN |
; 1985 157 143 | 120 22
i
; 1989 234 196 ; 162 34
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EEC BALANCE OF TRADE IN TEXTILES AND CLOTHING
(BY VALUE) BETWEEN 1985 AND 1989

TabLe -

million ECU

D | ] | =
08. ! o f | ALL IMFA textiles  MFa MF A
Code | ~._ [ TFuets . Year  : textiles + textiies  clothing
L . f 21.000 MFA clothing
i 7 h ? : . 22,500
‘ : Zone S <
T‘ 1985 | + 1.442 T+ 72 + 3,172 - 3.090
E 3011 Non-EEC 1989 - 4.866 - 5.859 + 2.150 - 8.010
1
, 1985 + 7.20y + 6.147 + 2.532 + 3.615
3071 Industriali
, countriag 2o 1989 | +7.745 | + 6.409 | + 2.091 4318
: covered by the —
— textiles poligy |
i _ |
' 3064 Countries covered 1985 - 5768 - 6.080 - 639 6.71¢ |
! by the textiles 1989 | - 12.611 - 12.281 + 55 - 12.336
; poticy | o __'
——— -———— e mam e . L. - |
|
3072 Countries with 1985 - 1.8 - 1.293 +1 - 1.295
arrangements 1989 - 29 - 2.925 + 120 - 3.045
N |
“S  of which 1985 - 932 - 946 - 419 - 527
: Turkey 1989 f - 213 - 2.090 - 565 - 1.525
. l _
3070 Countries with 1985 ! - 7.374 -~ 7.085 - 992 - 6.09
(+ 738, an agreement © 1989 | - 11.365 | - 10.581 - 946 - 9.634
9002  of which ‘ s 100
dominant countries 1985 - 3.e27 - 3.446 - 254 T
1989 - 4.102 - 3.997 - 182 - 3.815
|
720 of which i
China L1985 - 670 - 697 - 306 - 390
! I 1989 - 1.822 - 1.431 - 377 - 1.054
| 9055 ASEAN L
| R
] " 1985 - 600 - 565 - 133 - 390
L : 1989 - 1.715 - 1.431 - 377 - 1.054
L




TABLE 17
TRADE IN MFA TEXTILES AND CLOTHING
BETHEEN 1985 AND 1989 BY
MEMBER STATE
_ . __000 TUNNES
THPORTS EXPORTS
. - Intra- - :
Country| Year Total . EEtt:ra Erécra Total E;(t:ra égér
£EC 1985 | «.808 | 1.598 | 3.203 | <.818 | 1.517 | 3.23+
1989 | 6.495 | 2.498 | 3.977 | 5.523 | 1.645 | 3.8
b 1985 | 1.260 542 712 | 1.164 416 Tl
1989 1.617 740 865 1.316 L61 Lsi
] 1985 776 190 586 471 139 332
1989 | 1.106 341 764 599 184 415
I 1985 497 221 275 825 307 518
11989 694 349 345 847 289 558
s | 1985 516 129 387 507 100 373
1989 613 170 440 445 83 3¢
B/Lux.| 1985 462 102 360 846 178 603
1989 600 179 418 | 1.061 217 §i4
Uk 1985 904 n 592 331 155 i3
1989 | 1.178 509 669 401 155 225
ia1 | 1985S 94 1S 79 78 8 70
1989 106 25 81 90 | 9 A
or. | 1985 153 55 98 98 44 3
1989 170 69 101 98 41 7
ce | 1985 67 12 54 143 | 21 127
1989 113 24 88 173 | 33 10
ccr | 1985 39 | 10 30 185 | 90 5
o] 1989 174 64 108 239 | 100 1IT
~o: | 1985 39 1 28 1861 60 2%
1989 125 28 98 25¢ ] 75 1e
! — | i
Source @ EUROSTAT DATA BASE TEXTILES
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Tatle 17a
TRADE IN MFA TEXTILES AND CLOTHING
BETWEEN 1985 AND 1989
BY MEMBER STATE
WILLION ECusS
INPORTS EXPORTS
Extraz . Intra- Extra= | Intra-
Country, Year Total FEC EEC Total EEe £EC
gpe | 1985 [45.305 [16.758 | 28.459 [ 45.359 | 16.831 | 28.33%
1989 161.263 |25.041 | 36.084 | 5¢.401 | 19.181 | 35.033
o 1985 [14.214 | 7.000 | 7.168 | 10.984 | &.840 &.1:¢8
1989 |[19.197 | 10.122 8.997 | 13.846 6.020 7.757
) 1985 7.285 2.054 5.223 5.404 2.050 3.553
1989 {10.007 3.487 6.579 6.892 2.412 4487
I 1985 3.900 1.598 2.288 | 10.443 3.683 6.75¢%
1989 5.570 2.428 3.139 | 11.971 4.234 7.735
NL | 1985 4.826 1.234 3.587 3.288 736 2,474
1989 5.758 1.703 4.017 3.484 661 2.817
B/Lux] 1985 | 3.679 623 | 3.052 [ 4.573 929 | 3.644
1989 4.770 1.111 3.646 5.690 1.108 4.582
ur | 1985 7.878 3.315 4.553 4.243 2.250 1.955
1989 9.567 4.537 5.030 4.568 2.018 2.473
iar | 1985 893 126 767 615 112 503
1989 1.029 166 863 691 103 S8E
e 1985 1.363 531 832 1.053 678 317
1989 1.430 624 805 1.039 580 39¢
on 1985 567 100 L67 1.182 177 1.005
1989 1.073 177 896 1.4%0 321 1.167
cor | 1985 347 98 249 1.256 | 638 617 [
) 1989 1730 528 1.200 1.662 | 812 83 )
~o1 | 1985 354 81 273 2.m8 i 738 | 1.380 ]
1989 1.069 158 911 3.067 | 912 2.154
Source : EUROSTAT DATA BASE TEXTILES
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AnmEx A

This annex is based on a recently completed stuly oxdered by the Commlssion
in April 1880 entitled: “Setting the scene for the large market in 1993:
relations between producers and distributors in the consumer-goods sector
(textiles and clothing in particular): ways of promoting and
internationalizing new forms of cooperation”.

The consultants in charge of this study (TEXCO and KSA) interviewed
176 firms, including 57 distributors, 80 clothes mekers and 39 household
textiles mamifacturers.

Although unofficial, the figures gleaned from these interviews and set out
in this annex nevertheless gilve a valld plcture of the situation in the
sectors analysed and a representative cross-section of opinion amongst
proeducers and distributors throughout the Commnity.

This study analysed seven markets typical of the situation in the
Commnity. The Tables in this Ammex contain both general dats illustrating
the situation in the Commnity as a whole and specific dats showing the
position at national level.



L((e) ANNEXE BIS - 1

Clothing distribution pattern of 7 countries (channels’ share)

% - TREND

OTHENS

AL OADEN
HYPEN I SUPEAMANKETS

QUILNS - @
pindL, ONDEN j> +

HYPTH ¢ SUPENMARKETS .
UEPARTMENT / VARIETY STORES - ﬁaﬂ

MULTIPLES IR + 4+
WO PELDTHT 0F LA - @

1

1

OEPARTMENT f VANMIETY STONES

MULTIPLES

INDEPEHDENT RETANLENS

Clathing distribution pattern {channels’ shaso)

IHDEPEKRDENT RETAILERS LULTIPLES DEPARTMENT ! VARIETY STORES

UK I A—
FRANCE % aa T 1
BELGIUM ’
GERMANY
SPAIN
PORTUGAL
ITALY

TOTAL 7 COUNTRIES

HYPER / SUPERMARKETS rAIL ORDER
uK [ 0
FRAANCE 7 175 7 10
BELGIUM Ny 13 WNE
GERMANY 3 @ 10
SPAIN 3 0
PORTUGAL 6 2
ITALY 08 g

TOTAL 7 COUNTRIES 5 F 7




ANNEXE BIS - 2

Top 10 EC solt goods manulacturers vs. top 10 EC distributors (7 countries)

SALES 740
HARE %
(BN ECU'S) EC SHARE %

Top 10 EC soft goods manufacturers o e s

Top 10 EC soft goods distributors

Share of top 10 distributors
on tolal sofl goods sales, by country

UK
Belgium
France
Germany
Spain
italy

Portugal




-BA- ANNEXE BIS - 3

Importance of service as perceived by distributors
(%)

. NOT A PROBLEM

AN IMPORTANT
PROBLEM
ONE OF THE MOST
IMPORTANT PROBLEMS
Perceived importance »f success factors
HOWME TEXTILE
HING
CLOTHINRG , -
KEY SUCCESS FACTORS TREND ! KEY SUCTESS FACTORS TR_?NO
| - i ; . i
| - g
Quality S {ﬁ S > .
Stylin = RSN -
S ; 'cge o I'Sovice A AR AT ¢ 8 + e
envi .
Brand ~ ’Pnce | 3.3 ]
Price Brand 132 -
isali — 1 : Sales organisaticn | ]z -
Sales organisation 24




Retail distfibution controls the highest share of imports from extra EC, EC manufacturers control approximately 20%

Extra EC imports by source of control (7 countries %)

Other channels (2)

EC Manufacturers

Distribution (1)

CLOTHING

100 %

24

HOME TEX SHOES

(1) Relailers, Including buying groups
(2) Imponrters, wholesalors, extra EC manulaclurers own nelworks

Sourca: interviews,; consultants' estimale

4 - SI8 IXINNY
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ANNEXE BIS - 5

Attitudes towards Quick Response (%)

CLOTHING HOME TEXTILES

Know of Q.R.

Know of Q.R. applicalions

- Spacific mention

- Generic mention (USA, Japan) [5ghi1 2l
- lrrelavant answer [=]9 i
- No mentien o] 19

Name meaningful benelits - ] 45 s

Very willing to invest in

Mederately o invest in

Informalion systems a2
suitabs

TN -
NNt ]

Distribution attitudes towards Quick Response

(%)

Very willing to

Know about QR Invest in QR

Don't know

Moderately wllling

Know about QR applications Unwilling

Don’t know
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Most distributors are willing to pay a premium price for sourcing in EC, provided EC suppliers improve

global service

PREMIUM PRICE THAT RETAILERS ARE WILLING TO PAY
FOR SOURCING IN EC VS. LOW COST COUNTRIES

(%)

Upto5 %

From 51010 %

From 1010 15 %

More than 15 %

CONDITIONS REQUESTED FOR BUYING
MORE FROM EC PRODUCERS

Availability of - lasl and punctual deliveries
global servic.- - flexibility
' - fill-in service

- cooperalion for produci
development
- evantual risk sharing

Quick adaptation fast product renewal, also
to fashion trends through introduction of flash
collections

Quality slandards  also in case of sourcing in low
cost countries

- C-





