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INTRODUCTION - ‘s

The Arrangement regarding International Trade in Textiles (MFA), which was
-extended for four years by the Protocol of 14 December 1977, expires on

31 December 1981. According to Article 10(5) of the Arrangement, the Textiles
Committee set up under OGATT will meet not later than one year before the
expiry of the MFA in order to consider whether the Arrangement should be
extended, modified or discontinued.

With a view to preparing the Community position in discussions on future
arrangemenis governing international trade in textiles, the Commission o
considered that the time was ripe for drawing up an initial report on trends
in the textile trade and the textile industry, on the basis of the textile
policy objectives established by the Community in 1977.

In late 1977, at the end of the period covered by the first MFA, the Community

was facing a serious situation in which its textile markets were being disrupted
against a background of economic crisis. Consumption of textile products rose.mnnually
by 1% from 1973 to 1976 but in the same period production slumped, while imports
into the Community of MFA products rose by 80% between 1973 and 1976, the

anmual growth rate for some products being in excess of 22%. In corditions of
sluggish consumption, aggravated by general economic recession, this increase

in pressure from imports hit the Community textile industry hard. This showed

up in substantial job loss.s = 572 000 from 1973 to 1976 ~ and the closure of

a great many factories, thé effects of which were concentrated in certain regions
of the Community. In these circumstances the Com?unity was forced to implement

a new textile policy both at the indusirial level = with a view to adjustment -
and in the trade context, as a means of dealing with the persistent crisis.

In so far as they concern commercial policy, these objectives were laid down
for five years covering the period to 1982. This report on the extent to
which the objectives have been attained only covers a period of just over two
years. This fact should be borne in mind when the results are being assessed.

1. Objectives of the policy on trade in textiles

In the period covered by the first MFA; the Community negotiated bilateral
agreements on a case~by—case basis as imports from low~-cost supplier countries
which were participants in the MFA continued to rise, the success of its
efforts depending on its ability to convince the countries in question that
tlere was a danger of market disturbance. : '

In contrast, the priority objective laid down for the‘Community by the »
Council in its decision of 21 June 1977 was defined in the'following terms:

"In the case of imports of those textile products which have a particularly

high level of penetration in Community markets (including regional markets) the
major objective, shared by the Commission and all Member States, consists of
effecting a stabilization, throughout the life of a renewed MFA, of import
‘peneiration rates of the aggregate of disruptive importe, by reference to their
“J7¢ penetration rates, so that Ehe Community producers can expect a

reasonable share of the market" “, - E

;See‘page 14.
Decision taken by the Council at ite 459th meeting on 21 June 1977; see
documents R/2635/77; 741/17 add; 8/1008/77 COMER 195 Annex I.
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Within the framework of the coherent approach established by the institutions

‘and based on the MFA and the protocol extending it, the Community negotiated

bilateral agreements covering all textile products, broken down into five

‘groups and 114 categories (MFA products) Under the new agreements there are

two different types of arrangements, one dealing with products restricted from ,;
the outset and the other covering products subject to the consultation procedure

Jnown as the "basket extractor™ mechanism'e - ‘ | : S

The basis on which the Council set the target levels for stabilizing penefration
" rates for individual products was the Msensitivity" of the products concerned. -
It set anmual growth rates for imports, which varied from 0.5% to 4.1% for the
products in Group I and from 4% upwards for prbduct‘s in the other groupsz. In
the case of the Group I products, internal global ceilings were set covering

" all low-cost imports. ’ '

The Council specified the countries to be covered by the new arrangements

 as those which were causing disturbance on the Community market in 1976,

‘i.e. the couniries from which products were being imported into the Community

market at very low prices. On the basis of an examination of market

penetration rates for imports from the various sources, the Council drew up .
at its 474th neeting on 18 October 1977 (see Annex I) a list of the supplier T
'countries with which a bilateral agreement or arrangement was to be sought. - '

The Council was aware of the constrainta imposed by the varions oontraotnal. ;
arrangements linking the ‘Community and certain supplier countries, such as
the preferential couniries of the Mediterranean and the ACP States. The
arrangements with these countries provide for free access for industrial
products o the Community market, subject only to a safeguard clause>. At
its 474th meeting (18 October 197T) the Council recoumended the following

approach with regard to these conntﬂess )

See page 11. .
3?-1;./1509/]7 COMER 296.
: e Association Agreement with Greece does not contain a clause of this

S R T
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WThere are problems in conneotidn‘with“the.implementation of any rigid
long-term restriction arrangements as regards the major preferential

suppliers of theée‘products.

Nonetheless, compliance with the internal overall ceilings will have to

be guaranteed by arrangements or any other suitable means. The outcome of
such dealing will have to be known in good time to be taken into account in
the general balance of the negotiations. ' :

. It has been agreed at this stage that if import monitoring indicates that

the ceilings are likely to be exceeded, the preferential country concerned
will immediately be advised that the Community will be constrained to apply
restriction measures. The Commission and the Council will forthwith examine
the resulting situation with a view to putting in hand the safeguard measures.
laid down in the various preferential agreements. Similarly, by ubing the
appropriate legal means, autonomous restriotion measures will be applied in
the event of the danger of exceeding‘the ceilings being caused by another
low-salary ~::»try — whether signatory to the MFA or not = with yhicﬁ no
bilateral agreement had been concluded”',

The Council confirmed this approach at its 494th meeting on 20 December 1977.

'/1509/17 COMER 296,




2. Trend of trade in MFA textile productsl

A, bIlnEVortB
{a) Overall trend of imports from the countries covered by the
FEC textile policy> ’ _ o

From 1976 to 1979 imports of MFA textile products from the countries
covered by the textile policy adopted by the Communlty in 1977 showed

' &n average annual 1ncrease of 4% by volume.

;o AA}L 5

~ This rate of growth represents a sharp slowing-down by comparison

with the anmal increase of around 254 in the preceding period

policy 1092 817 1001 437 | 1072 246 |1 224 923 l

- (1973-76).
~ Unit: tonnes
EEC imports 1976° 1977 T 1978 1979
i r(reference year) - , ;!
Extra-EEC 1 448 925 | 1332 18 | 1 425 722 |1 697 247

Countries covered
by the textile

}

1

. comprising 114 categorles clagsified in f1ve groups (accounting for 84%

s

All textile and clothing producta of cotton, wool or manqmade fibres,

of total imports of all textiles).

2Countmes listed in Annex I, plus the Lomé Convention COuntries, ‘
state~trading countries and the developing countries which have not
concluded a bilateral agreement with the Community.

3

This year (1976) was adopted as the reference year for the bilateral

 agreements negotiated in late 1977 within the framework of the Multifibre
Arrangement.

- n
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(b) Trend of imports by groups of products .(Armex III)

(i) Products subject to global cellings

In the case of Group I products (eight categories of highly sensitive
products), which account for 56% of imports of MFA productsl, the

volume of imports rose by an annual average of 1. 95, from 645 511 tonnes
in 1976 to 684 T46 tomnes in 1979:

In 1977 the Council establighed Community global ceilings for imports of
producfé in Group I from the countries covered by its decisions (see

Ammex I)e Furthermore, in order to emsure a balanced distribution of the
burden among the Member States, the Council established within the
Community global ceilings seven regional quota shares for the Benelux
countries, Demmark, France, Germany, Ireland, Italy and the"United Kingdom
respectively. In 1978 and 1979 it adjusted the gldbal ceilings when
arrangemgnts with the preferential countries2 and the agreement with China3

were negotiated.

As the table in Annex IV ghows, in 1978 and 1979 imports remained within
the limits of the global ceilings. Use of thege ceilings varied according
to the product. In 1979 the least-used ceiling (73.1%) was that for
category 4 (tee—shirts), while the one with the highest level of use

(94. 8%) was that for category 1 (cotton yarn)' In the few cases whefe
reg1ona1 shares were exneeded, the cause can be traced either to the
application of the flexibility clause in the agreements or to 1mports

from countries with which the Community is linked by preferential

agreements.

{ii) Products not~subjecf to global ceilings

For the other groups of products, the average ammual growth in the

volume of imports from the same countries was as follows:

Group II Sensitive products +4.2%
Group III . Other textile products +11.8%
Sroup IV - Other items of clothing ' + 1.3%

Group V Other textile articles (of & . + 5.0%
kind oommonly used in maohimry o
~or plant) -

*3ee footnote 1 on page 4.

2 -
Documents 4487/79 and 1436/78 aaq 1.
>Document 10079/79 RD 69. |

/




 established by the Commmitye

The average amnmual growth in the value of imports, at current prices, by
group of products originating in the same countries was as followss

Group I Highly‘sensitive products | +10: 7%

Group II  Sensitive products = : +11.7%
Group III Other textile products . 418.6%
Group IV~ Other items of clothing + 3.0%

Group V. Other textile artioles (of a kind ~ +18:8%

commonly used in machinery or pla.nt)

Potal : o +11.6%
@Groups I to V) '

As the value is expressed in current priées, an ungpecified part of
these percentage increases can be attributed to the effect of inflation.

(¢) Trend of inipc)rts by main gource areas in volume terms (Annexes III and V).

(i) From 1976 to 1979 the aveiage annual rate of growth of imports from the
countries which have concluded bilateral agreements with the EEC was 2. %

~ for all products and O. 8% for Group I products.

Of these countries, the four principal suppliers - Hong Kong, South Korea,

'India and Brazil - which in‘1976 accounted for over 50% of imports into

the EEC, recorded an average anmal growth rate of 1.2%, as against the .
increase of 3.4% achieved by the other suppliérs. "Hong Kong continued to

~be the biggest supplier of clothing products. Its exports have declined

sllghtly in volume terms but are higher in terms of the quality and- va.lue ‘

- of the products exported«(tra.dlng—up). Exports from South Korea to the

Communi ty rose initially in 1977 but subsequently levelled offs Imports
from Taiwan have increased by 2.4% a yea.r eince 1976. Imporis of certain
textile products from this oauntry are sub;ect to um.lateral arrangements:




fo . .1 . .o
55y Twroris from the Mediterranean countrisg” rose iv the seme period

at an anmal rate of T.4% for all producis and 4o 4% For Group T products:

“in the cage of the three applicents for accession to the Commuwnity, grewih

was glightly higher at 9.T% for all products, though not for Group I (355}

(iii) Imports from the“LQmé Convehtion countries rose at an average annual
rate of 8.2% for all products and 4.5% for Group I: however, their share

of total imports remained very low (1.6%)s

(iv) Imports from the industrialized countries> - with which, according
to- the Council decision, there was no need to seek an agreement - were
stable from 1976 to 1978: 'in 1979 such impofts showed a sharp increase

over 1978, mainly due to exports from the United States to the Communi ty
market, which went up from 128 145 tomnes to 211 548 tonnes. This increase
in respect of the United Staﬁes related mainly to mass-producéd goods

(Armex VII): denim, woven pile and synthetic fabrics, tufted carpets

and continuous synthetic filement yarn, and cotton fabrics, which had

dropped sharply in 1978. Among the reasons which may be cited for this
development are the boosting of export promotion, currency fluctuations and
the difference in the cost of raw materiél Suppliesband energy, all of
which were additional to the édvantage of large-scale production. ’

B. Trend of the textile trade balance (MFA products)

Although fhe Community is still the world's biggest exporterrof textile
and clothing products, its trade balance has been deteriorating for a

nymber of years.

The total deficit (a11 sources) roge from 1 500 millian.EUA in 1976 to
over 3 000 million EUA in 1979 at ocurrent prices.

This trend is the result of the faster growth of imports (+44.2%) over

“exports (+31%).

“Greece, Spain, Turkey, Portugal, Malta, Yugoslavia, Morocco, Tunisia,
Egypt, Cyprus. - o ,
2See Annex VI,
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The trade deficif with the countries covered by the textile poliocy
rose from 3 000 million EUA in 1976 to 4 500 million EUA in 1979.

with the industrialized countries there ig still a substahtial
surplus; in 1979, however, the irade balance with the United States,
which had been in surplus for the past decade - except in 1976 -
showed & deficit of 300 million FUA, or 390 million HUA if man-made
fibr.ea‘a.re included. This development reflects not only an increase
in impérts from the United States but also a drop in exporté from the.
Community to that country.

C. International situation

The factors making for disturbance of world trade in textiles have
persisted since 1977. Ina good manykcountries outside the Community,‘
notably the'most~advanoed'developing countries and the industrialized
countries, tariff barriers héve been kept up or have been lowered only
very slightly and in congequence are still gppreciably higher thap the
Community customs tariff. Some non—ﬁémber countries have to a large
extent succeeded in protecting their textile industry béhin@ very high
tariff walls. Tough non-tariff and administrative barriers have been
put up virtually everywhere . On top of these obstacles hampering
access to markets, there are measures which increase the pressure on
world markets, such as state aids for production and the direct or indirect
export subsidies.gfanted by many textile-exporting countries. Lastly,

_ the new quantitative limits introduced under the MFA II arrangements have
had the effect of increasing the pressure on- | ‘markets. *




De Conclusion

It may be conqluded from this review of the trend of trade in textiles
that, as a result of the Community's textile policy the rates of growth
of imports from the countries covered by the policy have been reduced
and a stable trend established, while the Community global ceilings/

have been observed.



, consultatlons with the coun‘bries concernedo

A I A S

w10 -

3. Fimctioning of the bilateral agreements and arrangements
Ae Bilateral agreements t ;
(a) Management '

.Generally spéaking, the supplier countries have complied with the
,'quantlta:blve limlta on emorts laid down in the agreements and have
‘managed the q-u.otas correctly under the double-checking systeme ~ The

Community has been informed in advance in cases of recourse to the
provmmns permitting flexibility in the use of quotas (ca.rryover,
carryforward and transfers between categories) and the provisions in
question have been applied in conformity with the bilateral agreements.

Arzfangements have been introduced in the Community for the systematic
gathering of statistics for the purpose of monitoring closely the trend
of imports. In addition, the exchange of statistical information

- with non-’member countries provided for in the bilateral agreements
" has provided a means of comparing export and import data as well as

giving a clearer picfure‘ of the trend of irade, while the system used

- in the agreements for classifying products in categories has been

successively improved with a view to making it more transparent and
effectives It has become clear, however, that improvements must

“continue to be made so that the system can do more to prevent or to

resolve more speedily the problems raised by qualitative changes
affecting various textile articles (notably garments in Group I)e |
Lastly, lists of cottage industr;y' and folklore products ha.ve been drawn
up by mutual agreement with certain exporting countrles.

The Community has p,rov‘ided,‘ itself with the ‘internal legal instruments
needed kfor managing the agreéments and the appropriate administrative
measures have been taken by the Commission (see Amnex II)s The legal
basis for implementing the bilateral agreements at the internal
Commmity level is supplied by Council Regulation (EEC No 3059/78)%.

‘This regulation established a Textile Committee, with a Commission
" repre'sentat'ive in the chair; which meets once & week and constitutes

the framework for the regular exanmination with experts from the

: Membe). States of the various problems arising from management of the

bllateral agreements.  The Commission is alsc in constant conta,ct with

the supplier countrlest and has arranged many fermal and mformal

ST gy

W ¥ 1 365, 27.12.1978.

*
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- (b) Introduction of new linits = "basket extractor"™ mechanism

Under the bilateral agreements, as soon as imports from a supplier country
exceed a given threshold the Community can ask the country in question to
suspend its exports. The Community theﬁ has to hold consultations with
the supplier country for the purpose of negotiating a limite This limit
must be‘adopted by mutual agreemént. In the event of failure to agree,
the Community can take unilateral action. |

This kind of‘limit applies to categories of products which wére not
exported in large quantities by the supplier countries when the bilateral
agreements were negotiated but which have subsequently been exported

on an increasing scalee

As the table in Annex VIII shows, the basket extractor mechanism provided
the Community with the means of negotiating eight new Community limits

and fifty-three regional limits (incluﬂing ten covering more than one
region of the Community) in the period from 1 January 1978 to 30 June 1980,

>;n only two cases did the Community have to set limits without the

agreement of the supplier couniry concerneds

The new limits reflect the éensitivity of the market in certain regions
of the Community. They do not dbncern only the products in Group I =
there were twice as many new limite introduced in respect of Group II
as for Group I The levels of some of the limits agreed’may‘seem high
if compared only with the basket extractor thresholds. It must be
remembered that other factors also have to be taken into account in
securing the supplier country's agreemente Mbreovef, some thresholds
are very low (for Group I products, for example 0e2% of extTa~EEC
imports in the preceding year)e '
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(c) 2ec1f10 Broblems ' ‘ | , . - ; ‘T‘?

Generally speaklng, under the bilaxeral agreements the Community negotlated

Community quotase In order {o ensure a balanced sharlnguout of the

burden - and also for reasons of management - it divided up the Community

 limits among the Member States. The supplier countries were given details‘ ;il,
of the allocation and, under the agreements, they can request iransfers a
between the Member States' quota shares. However, the Community has ;}

beem able to agree to only some of the many requests made for iransfers. ) 3
A number of supplier countries have expressed concern in this connection, / '
p01nting out that the allocation of Community limits among the

Member States prevented them from using the whclg of 'the quantity B P
established for the Community in the agreements. In addition to this '
~ concern on the part of the supplier countries, the danger of a new

et s e

fragmentation of the Community market cannot be ignored.

Although the agreement makes specific provision for checks on origin - ,
‘which in general have proved effective = it has been impbssible'to\stamp
out fraud in respect of the origin of goods exported and it is now ) o
giving cause for cqncern. To oombat this phenomenon the Communlty has
adopted measures tb strengthen 1ntsrna1 customs cooperation between the o B i
Member Statese , ‘ , k' 4

In so far as action out81de the Community is concerned, agreemént was

-reached as a regult of contacts with Hong Kong and South Korea, for example, -
.on arrangements for setting off against their quotas quantities originating

in those two countries and fraudulently imported into the Community via

* the ASEAN countries. In addition, the Community reached agreement with the
ASEAN countries on éxtending the double-checking system to certain categories
of unrestricted produbts with a view to forestalling fraudulent operations.

Difficulties have been encountered in the commnication of statistics by the
Member States and their processing by the Computer Centre in Luxembourge

These difficulties have hampered the effectiveness of the surveillance system
and have led to complaints from certain supplier countries. Difficulties are

o still belng encountered desplta the steps which have been taken to correct the '
situatione

Lastly, some non-member countries hava complained about the failure on the
part of the Commmity to supply inf@rmatlon on goods iuwported into the
Member States and subsequentliy remexpertade Under the terms of the

« agreem@vts ‘the Gcmmunlty ig obliged to supply such 1nformatlon@
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‘B Arrangements with the preferential countries

As mentioned on page 3, the scope of the decisions taken by the Council in
1977 extends to the préferential countries. Consequently, the Community
has endeavoured io conclude informal voluntary restraint arrangements
with these countries. Most of them; in a spirit of cooperation and as

a temporary measure, have agreed to such arrangements, which are based on
an administrative procedure involving double~checking and an undertaking
on the part of the qountries‘concerned to maintain their exports within

target limits for the most sensitive textile productse

The Community had to be flexible in its approach, as what was involved
was the acceptance by the preferential countries of a derogation from
their agreements, which seemed preferable to falling back on the
safeguard clause. Nevertheless the flexibility shown has not resulted
in a breach of the Community ceilingse

*

Ce Conclusion

The bilateral agreements and arrangements have helped to stabilize the

growth of imports while ensuring observance of Community global _
ceilings. Despite some difficulties the management of the agreements

and arrangements has, generally'gpeaking, been satisfactorye
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4. SITUATION OFkTHE COMMUNITY TEXTILE AND CLOTHING INDUSTRY : ' 1;%;

The striking feature of the Community textile and clothing ihdustry1 is its oy
great diversity, which makes it diffioult to describe overall, considering z
the differences between its various sub-sectors and even between the situation i
of individual Member States, regions or firms within a partloular branch of ¢
the industry. An additional difficulty lies in the absence of coﬁplete,

‘harmonized statisticél data for individual sectors(df the industry.

Operatlng w1th1n a market economy, firms have been forced to modernize and

ratlonallze and to transfer product ranges where approprlate, the magorlty

have succeeded in doing sd despite adverse economlc clrcumstances, this has
been respon51ble for some1con51derable upheaval, which in turn has brought
the necessity for various back-up and support measures; JObS and geographlcal
factors are two of the reasons why this tradltlonal 1ndustry has found 1tse1f

" in this position.

The measures taken by most of the Member States as part of their policy of
, help for 1ndustr1es in dlfflculty have been aimed primarily at helplng the
textile and clothlng industry to adjust to new market and technologlcal

requirements. The aid granted to both the textile and clothing sectors of

the industry has {aken various forms — sectoral, regional or general aid - B
depending on the Member State in question. The legal‘basis,‘the amount and “ 3
the terms applicable vary according %o whether the aid is being granted to '
help promote research, eliminate ovefcapacity or'improve industrial and

commercial structures. .

On -account of the reorganizational problems of the textile industry and the
role of aid in helping it to achieve higher leQels of productivity and '
technology, the Commission has, since 1970, drawn up jointly with the Member

~ States guidelines for aid fo the textile and clothing 1ndustry which were
included in the outline recommendations sent to the Member States on

22 July 1971 and 4 February 1977. The purpose of those recomuendations was

- to relp determine a coherent approach to the problems facing the indﬁstrﬁ,,by
forestalling an escalation of aid and support measures which could result in

~ an increase in the existiné surplus production capacity.

Furthermore; in comnection with thoss branches of the iﬂduﬁtry in particular

danger, such as synﬁhetic'fihveag the Commission adopied specific measures in

19777 extended for iwo years in 1979, desigued 4o prohibit the granting in Member

Stateb of aid which cowld help to imr'aasg pr@dus%&gy o keq; nonmviable firms aflﬂiwo

ez,

1The data for textiles in@luﬂag for praotisal sististicel reasons, hosiery
Cand knitweaxa
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Substantial decline in employment

The visible result of this actioh.has been staff redundahcieskand~factory
closures. In the Community as a whoie; between 1973 andu19781 around

700 000 jobs disappeared: 422 000 in the textile industry and 278 000 in the
clothihg industry; 1likewise, during this pefiod 4 200 ffrms went out of
business;2 this represents a net staff reduction of 22% in the textile industry
and over 20% in the clothing industry. The same pattern occurred in all the
Member States and certain areas were particularly seriously hit, notably those
possessing no other industries and with very limited alternative employment

opporttnities for a predominantly female workforces

,The number of jobs lost;:both in the textile and clothing industries, was

particularly high in the Netherlands, Belgium and Denmark (over 40% of jobs
lost between 1973 and 1978), whereas in the United Kingdom and Italy the

overall loss over the same period was around 15%.

The number of jobs in the‘textile ahd clothing industry continues to shrink,
even though the rate of job loss in most of the Member States hés slowed down.
Unemployment and recourse to short- and part-time working are still a problem,
particularly in areas where other traditional industries are in decline,

which mekes it still harder to provide new employment for those made redundante

Moreover, despite the continuous loss of jobs, the Community textile and . A
clothing industry still accounts for roughly 8% of manufacturing industry's |
contribution to the Community gross national product, 9.5% of jobs in

manufacturing industry and 30% of women's jobs and is, in addition, concentrated

in a small number “of areas of the Commun1ty.

1These figures are not inclusive of all jobs, because Jobs in firms with leal i
than 20 employees are not subjeot to a regular census within the Community; f
the total number of such jobe is not inoconsiderable, in view of the large F

|
|
i

number of small firms in the garment-making and knitwear (hosiery) industry,
2partlcularly in Italy. .
See Annexea IX and X.




Produotigp trends

Smce 1973 the production index for textiles and clothing has followed a
steady downward trend a.nd, despite some recovery 1n 1979 in both the textile
and clothing sectors, has not managed to return to the 1973 position; on the .

other' ‘hand, . industrial production overall has been steadily. oxpanding since

1973, except in 1975. The overall volume of textile production in the

Community fell by over 9% between 1976 and 1978. This decline has also made
jtself felt within the various sub-sectors of the textile industry, principally

spinning and weaving, though in varying deg;rees depending on the product
; (production of sgynthetic spun yarns continues una.lterod and in the case of

woven pile fabrics has increased considerably; nor have all the Member States
been affected in the same way,' since the Netherlands has experienced a /
sharper drop in production than the United Kingdom or Ita.ly.

The ‘situation has been better for the clothing industry. = Here, despite

the effect of imports, Community production ha.s hardly fallen since 1976,
though the trend has varied from one Member State to the next: production

~ has fallen more sha.rply gince 1976 in Italy\ (despite a marked recovery in

1979) and in the Netherlands, but has expanded steadily in the United Klngdom°
likewise, the product:.on trend has varied according to the product. for
instance, there has been a genera.l fall in the production of shirts. The
es3timated EEC production index for 1979 shows a definite upturn in the

" industry with produotion levels almost up to the standard of 1973, which

was considered a particularly good year.

Stagnant_ corisagpt ion

Examination of the trend in consumption of textlle products in the EEC

in the past decade shows 1t occupylng a steadily dim1n1sh1ng share of the
household budget. Judging by the situation in countries with a h1gh

standard of living, this trend may be expected to continue for the next

few years. If final household oonsumption increases over the next few

"See. Annex XI.
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years by 2% to 3%, consumption of textile and clothing products will

increase by 1% to 2%. The annual increase in consumption of textile and

clothing products in the immediate future is currently estimated at 1%,

at constant prices, whereas between 1970 and 1973 it was 5%.

In the case of the clothing industry, it is difficult to make a precise

comparisoh of consumption trends in the Member States since it is related

‘to final household consumption. However, past experience has shown that

in higher-income countries consumers spend a declining proportion of their
budget on clothing} It would appear that the share of expenditure on
clothing in final household consumption has recently fallen in Germany and
France but continues to be steady in Italy and the United Kingdom.,

The trend of trade in MFA products has been described in Chapter 2.

Taking the ihdustry as a whole, although the trade trend for all textile
products has shown a greatly expanding deficit since 1976, fhe trend is
markedly different according to whether the sector examined is textiles ’
or clothing. In the‘clothing sector, the trade trend has shown a
substantial deficit, whilst the textiles sector has been in surplus since
1973, though the amount of the surplus fell steadily between 1977 and 1979;
However, despite the deterioration of the trade situation, the textile and

and clothing industry is still the world's foremost expori industry, which

is proof of its efforts to export to foreign markets certain high

added~value products, particularly top-of-the~range products.

Study of the present situation of the industry also indicates that it has
a number of considerable strengths that dan be brought into play in the

futures
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Productivity trends

\Productivity1in the textile and clothing industry, (calculated as the
gross value added at factor cost in costant prices per person employed) ;, 

has increased considerably at Community level. For the textile sectbr;

this increase was of the order of 21.3 X between 1973 and 1979, an ‘ 1;
aVerage of 3.6 % per year. The increase in 1979 over 1978 is estimated | '( i
at 9 %. -

’For‘the clotﬁing sector, the productivity increase was around 31.5 %

between 1973 and 1979 an annual average of 5.3 %Z. The increase in 1979
over 1978 is estimated at 7.2 X. ' '

These productivify jncreases should be judged with caution, particularly
in view of the very clear differentiation between Member States, and
becauée,'in the case of certain Member States they are based on estimates
from extrapclation'(espeéially for’1979 over/1978).

Recovery of investment |

i
|
There has been a sl1ght overall recovery in investment since 1975, notabty ﬁ‘;'
" in the clothing 1ndustry. ‘ §

|

~ INVESTMENT AT "CONSTANT: PRI’CES B Y
. (Value at 1970 prices and éxchange rates)

'
e e St

1973 1974 . 1975 . 1976 1977 1978 (estimated) |
EEC  257.2  216.1  186.5  211.8  213.4  224.9 | o

It should be noted that, except in the United K%ngdom,,investmentdin 1978 -
did not reach the Level attainéd in 1973, which was considered a good year.
However, becauée of the smaller number of jobs, the level of invesfme%t per
person employed was up appreciably; '

Absolute values. Sources : EEC :'Eurostat set of indicators for textiles'(NACE 43) .’
United States : "Industrial survey of manufacturers”.
Indicative trend for the EEC based on SOEC short-tefm economic indicators :

-

1

"Industrial short-term trends"”.
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* ) u\..\l iV kk\/\_a‘/ i '“\ T Y R R AL R

. INVESTMENT AT COVSTANT PRICES PER PERSON EMPLQYED ‘ )
L 1973 - 14 .. 975 .. 1976 1977 1978
& ' EFC '192.6 » 170.3 v 0157 oo 18545 193.3 212.9

Bxprossed in terms of current prioeé1, investment per person employed in the
ce ..tvile industry in the Community increased between 1973 and 1979 from

833 EUA to 1 115 EUA; ihe increése was particularly marked in France (where
S investment expenditure ‘rose by 3?%2'1n 1979 compare& w1th 1978, a trend
i_ " which would appear to have been maintained in 1980).

Over the same period, in the CaSe\of”t36106mmuhity clothing industry, investment
‘ser person- employed increased from 240 BUA to 417 EUR at current prices,

with particularly marked’ indteases ocourring in the United Kingdom and France.
It has to be remembered, hopever, thétrlabour plays a large role in the
clothing industry; this id why the per capita investment- is lowef, though

it should be pointed out'thét«the rate‘of increase in investment is faster.

¥

' ¥. Reorganization measures taken 'by' textile and clothing firms from 1976 onwards
had, by 1978, still not produced results in terms of improved profitability,
wrich accounts for the very small profit on invested capital, particulariy

tre ‘case of the textile industry, and this in turn substantially cut down
it reinvestment capacity. In 1979, however, Community firms would appear
to have begun to regain a minimum level of profitability sufficient to support
subsequent developmeni. The reason for the time;lag is that the majority
of firms used the period between 1976 and 1978 in order to improve, as a
first priority, the organ;zation of their finances, by seeking to 1ncrease
cover on invested capital andkimprove their repayment capacity.

1'I‘hese figures must of course be assessed in the light of inflation rates.

QSource.r Union des Industries Textiles: Basio data on the French textile .
industry. - , S




In brief, the textile and clothing industry 'is'ourrent\ly undergoing a
- - process of continuou;s adjustment.  The varioﬁs branches of the industries
' ' will clearly continue to function, but pz‘o‘bably with a contraction of some -
~.product ranges. The fact that the textile and clothing industry has
passed through a period of upheaval greater than in any other industry\
- Justifies the support measures provided (via. the European Social Fund, etc,)
/in order to ease the process of rgadjuatment initiated several years ago.

»
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5. SUMMARY

At present it is difficult to draw reliable and final conclusions concerning
the operation of the MFA and the hilateral'agreements and arrahgements,

or regarding the industry's future position and trading prospects in the
Community. In the light of the general economic situation, it can be

predicted at this stage that when the pfesent MFA expires at the end of

- 1981 it will not be possible to return to trade arrangements governed by

the GATT general provisions. This matter will be brought before the
Council as part of the preparations for the deliberations due, under the
terms of MFA II (Article 10(5)),to begin in the Textiles Committee in Geneva
by the end of 1980, with a view to examining whether the MFA should be

extended, modified or discontinued.




List of supplier countries with which the Council decided that a bilateral
agreement or arrangement should be ,sought1

1. Principal supplier countries . Hong Kong
India
.South Korea ~
(Taiwan = aut onomous measures)
Brazil

2, Other supplier countries =~ Yugoslavia -
{ ‘ Pakistan
L Thailand

Macao
Malaysia
Colombia
" Singapore
Mexico
Philippines
Argentina
Sri Lanka

3. State~trading countries 7 - Romania =

Hungary § ‘ ,
Poland - -

4. 'Preferential countries ) ‘Turkey : IR I “ :
: Spain ' - :
~ Israel

Egypt
Morocco |
Tunisia
Portugal
Greece

* The Council also deoider., that the Oommunity should negotia.te "with any[%hez_:]

countr,y with which this would appear necessary".

! and 20 December 19772, the Commission

‘-F'ollowing the Decisions of 18 October
nego;tié.ted agreements or arrangements with all the abovementioned countries
- except Israel - with which the Community decided not to open negotiations -
and Turkey, the negotiations with which were not successful. Agreements

or arrangements were also negotiated with the following upplier 'countriea:

Bangladesh, Bulgaria, Ghina, Guatemala, Haiti, Indonesia, Peru, Uruguay,
Malta, Cyprus and Mauritius.

;Council Decision of 18 Oo'bober 1977. Docs. T/3369/77 and S/1509/77 COMER 29'6~‘Q~
Doc. R/1040/78. o | | | -
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Admim.atratlve infrastruoture for mplementing a.nd managing the textile
agreements

~ Since the end of 1977 the Commission, as a remilt of a supplementary
, Council budget, has been able to take the necessary administrative

measures to ensure implementation of the policy deoided by the Counc:.l
and to implement and manage the 35 agreements a.nd arrangements concluded
with supplier countries.

‘Ao Tasks performed by the Commission

(a) The Commission keeps a constant check on the imports covered by
the 3 000 or so quotas fixed under the bilateral agreements,
Statistical monitoring is also carried out in respect of all imports,
whether or not su'b:jeét to restriotions, Periodic statements are
drawn up concerning import liocences issued and textile imports.
These matters are. the ‘M‘jeet of frequent ohocks and exchanges of
information between the Commission and supplier countries.

(‘b) Questions of management are discussed with experts from the
Member States in theTextiles Committee, set up under Regulation
No 3059/78, which meets- every 'I‘aesda,y within the Commission. This
Committee examines requests for new limits submitted by the
Member States in accordance with the bilateral agreements. It also
discusses problems raised by non-member supplier countvies
(transferbs between Member States' quota shares -~ quota ipcreases -

,ocmfomi’cy of documyents,"etc) and does the preparatory work on
consultations with those countries, Over 100 formal consultations
have taken place with non-member supplier couniries since '

1 January 1978, the date on whioh the bilateral textile agréenents
entered into foroce, Some of thode oonsultations have taken place -
in the capitals of the supplier countries oonoerned.
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A

(c) The COﬁnission mmst ensure that the classification by categories
adopted for textile products is properly applied. Where the
olassification of a produot is in doubt, the Committee on CCT
Nomenclature, which meeis within the Commission, examines the

matter in order to arrive swiftly at a uniforn Community decisione
‘The Commission has also provided technical assistance to certain

- non-,-mem’:ier exporting countries in order to help them apply the
gystem of clé.ssifipafion for textile products. In this comnnection, :
a system has alsoc been introduced to provide the exporting countries

[ o

and economic operators in the Member ‘States with information on
.~'|;"he subject of the system of cla.ssif‘iéation; the gystem in

. question has been made as precise and systematic as possible but
is still oapalble' of imprwement. SR

() Questions of origin are discussed 'by a Gommttee which sn.ta
‘ regula:rly within the Commission. Textiles have been made sub;ect
to more etringent checks and investigations have been conducted
with the help of the a.u'bhe\riti‘es in non-member supplier countries .
in which frauds have been detected, Permanent links are maintained .
" with the customs authorities of the Meuber States and there are
regular contacts with the customs authorities im ihe other importing /‘

countries.

_ B. Commission depariments concerned

- {a) A Division has been set up within the Directorate~General for

s Erhema.l Relations 'bo ‘handle all matters relating to “the negotiation

- and management of bilateral textile agreementss This Division is . o
“responsible for organizing the weekly meetings of +the Textiles committee |
“and for the necessary cmsnlta.tions and liaiscn with non-member ;‘ b
supplier countries and in connection with proceedings in Geneva in P s
the context of the MPA, A member of the Division represents the -
Gommunity on the Textiles Surveillance Body. The Division is also
responsible for Commission par’tioipa.tion on the Artiole 113 Gomittee
-(Textues).

(b) The Directorate-General for the Internal Market and Industrial Affairs -
contains & Division for textiles and clothing which is concermed
with all matters relating to this industry. This Division‘ is

responsible in particular for statistical nonitorinc of trado in | >
“textile prodnc‘tn in the Oomunity‘
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-3..‘

‘The Customs Union Service is responéi'ble inter alia for matters

relating to the issue of iicences under the double-checking systeiu by
+the relevant authorities in the Meuwber States and, in the context of
toxtilu surveillance, for the speedy prcpara‘tion of statistical
data on imports and the distribution of suo*x data to users (other
Commission depariments, Member States and nbn-mem'ber cauntr:.es),

- 80 as to satisfy the necessity for gorrect Lpphcation of the

(4)

various provisions of the textile agreement%.

The Customs Union Service algo handles problems relating to the
classifioa,tion,‘ description and identification of textile products,
including cottage induétry and folklore products. It also deals |
with matters relating to product origin, gOOdS processing
arrangements and antl-fraud measures,

An interdepartmenfal working party holds weekly meetings for the
purpose of coordinafing the activities of the va.rious departments
concerned with textiles, 1In order to handle the increased workload
due to the scope and oomplex:i.'ty‘ of the machinery introduced, a
staff increase was approved by the Council in 1978 under a
supplementary budget.

The staff compiemént in 'quest:i.c_m represents the minimum compatible
with 'efficient management and capable of handling permanent
negotiat:.ons with the supplier countries, Some of the posts are
temporary and it is deaira’ble that they: ‘should be converted into
permanent posts.
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TREND OF IMPORTS INTO THE EEC (1976-79)

OF MFA TEXTiLE PRODUCTS, BROKEN DOWN BY GROUP

: ihports

Imports

Imports

Imports
Imports
Imports

Imporis

by gfoupv(unifz 1 000 EUA)
rdfoups I to V in tonnes
Group I in tonnes

“Group II in tonnes
GrouijII in tonnes

Group Iv inltonnes

Group V in tonnes
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TREND OF IMPORTS INTO 'THE EEC (1975-79) FROM THE PRINCIPAL

Annex V

SUPPLIER COUNTRIES, IH ORDER OF [WPORTANCE IN 1976

(NFA products « Groups | to V)

M: tonnes

CHANGE 1979-78 AVERAGE
| ANNUAL
’ . : CHARGE
COUNTRIES 1976 w7 | 17 9% | o igures 1 1979-76
' as §
. - .
UsA 150,7 w3 28,1, a8’ | e e | e s :i 03,4
HOHG KONG we,s 14,8 128,7 © 13,9 ¢ 9,2 LR 2% B 2%
GREECE 82,9 19,0 92,2 100,8 + 8,6 ¢ 9,3 i' . 7,'1.
TURKEY 8,8 08 | 80,6 91,6 .2 . 93,9 ; 2,7
PORTUGAL 54,8 7,7 65,6 8,0 . 15,4 ¢ 23,5 ‘ LR
SOUTH KOREA “es.2. g U A S R 0,0 | - 3a .- 37 7,6 %
" AUSTRIA 62,0 6,8 | 7,6 " 78,5 + 6,9 ¢ e 89" -
1ND1A 76,5 70,9 . 53,9 C6,S . 20,6 B ; 0.9
smrzmmn. 53,7 56,6 65,4 "a R e 87 1 18
VN 36,8 se,) 87,8 60,8 . 3,2 o 5.6 232
SPAIN 7,1 09,1 40,8 58,0 - 2,8 - 4,3 77
BRAZIL 48,4 . so.‘v 47,8 - 88,0 v 10,4 o 6.6
CHINA 36,8 a8 - | 5 30,9 40,7 ¢ 9,8 + N7 3.8 :
YUGOSLAVIA 2,1 6 | 302 1,8 T oows 260
RONANIA 39,8 as 35,4 36,0 e 0. ¢« 7 L
PAKI STAN "y ‘23,3 _ 2,3 Cosa ) e e o 24,0 I; 3.6
_JAPAN 3.4 30,0 - | 2 N TX I BN X o e | 5.8 |
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URUGUAY 8,9 7'55;1_0,1. . v6 10,4 e 08 |+ 83 56
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COLONBIA 2.8 Mo EX3 9,4 vy T o ! 83
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