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1. Introduction

The Sub-Committee on Adjustment was established under Paragraph 15 of
the 1981 Protocol extending the Arrangement Regarding Interrational Trade in
Textiles to make a periodic review of developments in autonomous adjustment
processes and in policies and measures to facilitate adjustment as well as
in production and trade in textiles.

2. The Sub-Committee last reported to the Textiles Committee in
October 1984. At that time, based on its examination of information and
data supplied by participating members in respect of production and trade in
textiles and clothing as required under Article 10:2 as well as adjustment
measures taken, or policies adopted relevant to Article 1:4, the
Sub-Committee recommended that further efforts should be made to expand and
update the information available in order to better assess the extent to
which the provisions of Article 1:4 were being implemented.

3. The Sub-Committee further suggested that, for this purpose, the
existing GATT questionnaires (UNNUMBERED A AND B) should be sent to
participating countries along with an explanatory note to clarify some of
the questi-ns in those questionnaires. It also suggested that its next
rep :s should be submitted to the Textiles Committee by the end of
March 1986. The Sub-Committee's recommendations and suggestions vere
endorsed by the Textiles Committee.

4. In pursuance of these recommendations the Technical Sub-Group of the
Sub-Committee on Adjustment met on 30 January 1985 and developed an
explanatory note with the objective of increasing the clarity of the
questionnaires and securing greater uniformity in the presentation of the
responses. The questionnaires, along with the explanatory note, were issued
as document COM.TEX/W/164, dated 4 February 1985. Participating members
were requested to provide their responses by 31 May 1985, at the latest.

5. In October 1985 all submissions from participating members then
available were compiled and reproduced in their entirety in document
COM.TEX/40. In addition these submissions were supplemented with certain
trade data from United Nations statistics plus inforLation on the evolution
of measures taken under the MFA, from GATT sources. This information was
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then assembled under certain general headings corresponding to those in the
questionnaires and summarized on a country-by-country basis. These
summaries were issued in November 1985 in document COM.TEX/42.

6. Subsequent to the issuance of COM.TEX/40, additional sibmissions were
received from Finland, Guatemala, India, Jamaica, Malaysia, Poland, Peru,
Sweden and Yugoslavia. These were compiled in document COM.TEX/40/Add.1
dated 28 January 1986 and were summarized, as described in paragraph 5 above
in document COM.TEX/42/Add.1 dated 4 February 1986. A submission has since
been received from Indonesia. No information has been received from sixteen
members .

7. This report is based on the information provided by member countries
contained in COM.TEX/40 and its addendum and COM.TEX/42 and its addendum.
Additional information with respect to trade has been included from the U.N.
COMTRADE Data Bank while certain data for countries which had not provided
submissions plus some data for the first half of 1985 were included from
COM.TEX/W/157 and 173. In most cases the data in this report cover the
period 1978 to 1984 with some limited information for the first half
of 1985. In many cases, however, since complete data from all members were
not available, full reporting of the trends and developments over this time
frame was not possible.

8. In order to facilitate the work of the Sub-Committee in assessing
trends and developments in member countries, the Technical Sub-Group
extracted the salient material from all the sources referred to above and
assembled this into a "Summary of Findings" which is annexed to this report.
This Summary identifies certain broad trends and provides specific
information for individual participating members on developments in
production and trade in textiles and cloching as well as autonomous
adjustment processes and in government policies and measures to facilitate
adjustment. The Sub-Committee noted that developments in some countries may
differ from trends for the majority of members.

Developments in production, employment, investment, etc.

(a) Importing members

9. The Sub-Committee noted that based on an index, textiles production in
the importing members during the period 1978-1984 reached its highest Ievels
in 1979-1980. Thereafter, production levels declined through the 1982-1983
period, under the influence of the economic recession with growth returning
in 1983 for some members and in 1984 for others. In all but one case, the
levels of production in 1984 remained at or below the levels at the
beginning of the reference period. Clothing production generally reached
irs highest levels between 1978 and 1980 and declined in 1982-1983 during
the economic recession. There was recovery in 1984, but production levels
in most members remained below the levels of 1978-1980.

1Bangladesh, Brazil, Colombia, Czechoslovakia, Dominican Republic,
Egypt, El Salvador, Haiti, Israel, Maldives, Mexico, Pakistan, Panama,
Romania, Sri Lanka and Uruguay.
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10. Employment levels in the importing members followed a trend basically
similar to production, that is, a general declining trend during
the 1978-1984 period. However, employment levels have declined more than
production levels and, while production levels recovered by 1984, the
downward trend in employment has continued at a moderate rate.

11. A number of changes in the industrial structures of the importing
members were reported, particularly a general decline in the number of
textiles and clothing producers, with a greater rate of decline occurring in
the clothing industry. With respect to the examination of developments in
capacity utilization in the textiles and clothing industries and in changes
in investment levels, a number of difficulties arose , particularly in view
of the absence of bases for comparisons. The reports lacked information on
the normal or average rates of capacity utilization, while investment data
were provided on a current value basis in national currencies. Analysis
would have been substantially aided if data were reported in constant
values, or on the basis of investment per worker. Within these limitations,
the data available indicated a trend of increasing level of investment up
to 1981, followed by sharp declines in the recessionary years of 1982-1983
and recovery in 1984.

12. Responses to the questionnaires indicated that the programmes
undertaken by producers to increase productivity through modernization and
automation of their facilities and the trend towards mergers and
amalgamations, had the overall effect of improving productivity. A number
of members reported that improvements in productivity in the textiles
industry, and in some cases the clothing industry, had advanced at a greater
annual rate than in the manufacturing sector as a whole.

(b) Exporting members

13. While data were generally considered to be incomplete, the
Sub-Committee noted that a few members experienced sustained growth in
production levels even during the recession period; however, others
experienced sharp declines over the entire time frame. In addition,
developments within geographical areas also did not follow a single
tendency.

14. Employment data for the exporting members were even more incomplete
than production data, further limiting an overall assessment. As a general
statement, however, between 1978-1982, employment levels in a number of
major exporting members tended to decline while others showed little net
change. Few members reported gains in textiles employment. The limited
data for employment in the clothing industry, precluded the identification
of trends for this industry.

15. Data provided by the exporting members in other areas, such as changes
in industrial structures, capacity utilization, investment or productivity
were extremely limited and precluded any attempt at analysis. Individual
exporting member data are contained in the Annex to this report under the
relevant subject headings.



COM.TEX/W/177
Page 4

Trade

16. Detailed information on developments in trade in textiles and clothing
is provided in paragraphs 55 to 67 of the Annex. In general terms, all
importing members experienced overall growth in the value of textiles and
clothing exports and imports up to 1980 or 1981 and then declining trade
around the 1982 economic recession. Developments in the most recent period,
1983-1984, however varied considerably. For the exporting members, a number
of factors precluded the identification of any general trends.

17. With respect to direction of trade, the textiles trade of the importing
members has traditionally been dominated by intra trade within this group
with more than half of the textile imports and over 40 per cent of textile
exports being traded within the importing member group. With respect to
the clothing trade, imports into the developed members were sourced
predominately and increasingly in developing members while clothing exports
were destined primarily to other developed members.

Industry's response to market forces

18. A number of market developments and trends were cited by the importing
members as affecting the textiles and clothing industries including the
economic recession in 1982-1983, a below-average responsiveniess of consumer
demand co income growth and increasing domestic and internationalal
competition. In response to these market forces, producers in the importing
members are reported to have emphasized the development of new and
technologically-advanced processes and products; measures for the
establishment of product differentiation including expanded fashion and
design activities; development of smaller and more flexible production
units, and the expansion of the outward processing arrangements. Exporting
members also reported a number of responses to the rapidly changing market
forces which had been undertaken by their producers. These included the
upgrading of machinery and technology in order to improve the quality of
products and the expansion of export marketing activity to develop a broader
market base. A number of exporting members also cited measures to improve
workers' skills through expanded training.

Government policies and measures presented as relevant to adjustment

19. The information provided by importing members described a very wide
range of government policies and programmes, some created specifically for
the textiles and clothing industries but most designed for industry in
general but available to the textiles and clothing industries under the same
conditions as other sectors. In overall terms, the policies may be
categorized as industrial development programmes with emphasis on research
and development, social and labour programmes., and regional development
activities.

20. Within the general framework of industrial development, the objectives
identified by the importing countries included the assistance and
encouragement of structural adaptation co maintain competitiveness in a
changing environment; the expansion and development of an industrial base
in order to promote economic growth; the support of innovative investment
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particularly in high-risk areas; and the encouragement of specific
sectoral development where comparative advantage was considered a
possibility. Within the overall scope of industriaI development policies,
an important objective in many countries was the advancement of research and
development programmes. The goals identified emphasized the fostering of
joint or co-operative actions within the manufacturing sectors to advance
knowledge, improve productivity and encourage innovation in new, high-cost
or high-risk product development.

21. The specific programmes through which the industrial development
policies were implemented in importing members included assistance in the
improvement and upgrading of existing firms through modernization,
rationalization, restructuring, and diversification. Research and
development programmes extended to support for advisory or consultancy
services, use of service and academic institutions, research into fashion,
design, business relations, standards and energy saving.

22. The means of carrying out these assistance programmes are reported to
have encompassed a wide range of tax and fiscal measures including tax
allowances, accelerated depreciation, investment reserves and reductions in
corporate tax. Direct financial measures included grants, loan guarantees,
direct loans, capital participation and joint ventures.

23. A second basic objective of government measures identified by importing
members was the implementation of social and labour policy. The goals of
these policies included reduction of the impact on workers of plant closure
and lay-off; an increase in labour mobility; assistance to older workers
and disadvantaged workers, and the facilitation of "short-time" or
"work-sharing" plans to prevent lay-offs.

24. The means identified for implementing the social and labour policies
included programmes for re-training, assistance in placement in other
sectors, mobility assistance, pre-retirement or early-retirement benefits,
management training and young worker education.

25. The regional policies identified were designed to diversify the
economic base of regions heavily dependent on textiles and clothing
production; to correct regional imbalances or competitive disadvantages;
to assist the reconversion of regions experiencing general decline and to
assist in the development of frontier or remote regions.

26. Other government measures identified by the importing members were
intended to assist the diversification of industry out of textiles and
clothing and into other sectors; to facilitate the disposal of surplus
facilities; and to stabilize the textiles and clothing industries at
minimum operating levels.

27. A variety of means have been identified to implement these programs
including tax and fiscal incentives, favourable conditions for the
acquisition of land and buildings, special rates on energy costs, and
subsidies for training and research.
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Evolution of restrictions and market access

28. The Sub-Committee reiterated that one of the principal objectives of
the MFA was the progressive liberalization and expansion of world trade in
textile products through policies and measures that facilitate such a
development, while ensuring the orderly and equitable development of trade
and the avoidance of disruptive effects on individual markets and individual
lines of production. While the MFA provides safeguard measures, it also
provides that such measures should not frustrate the process of adjustment
required by changes in the pattern of international competitiveness. Thus
Article 1:4 is intended to ensure that the process of autonomous adjustment
to changes in market conditions continues to take place, and that consistent
with national laws and systems, policies are followed that would encourage
changes in production required by changes in the pattern of trade and
comparative advantage.

29. For information on the evolution of restrictions, the Sub-Committee
drew upon the reports of the Textiles Surveillance Body, particularly those
referring to the operation of MFA III. It noted the TSB's observation
contained in the report to the Textiles Committee, covering the period
November 1982 to November 1983 (COM.TEX/SB/900), that the overall picture
was one of somewhat more severe implementation of the Arrangement since the
coming into force of the 1981 Protocol, with more frequent recourse to
unilateral measures; the introduction of new bilateral agreements with
countries previously not restrained; an increase in the coverage in terms
of products under restraint; an increase in the frequency of growth and
flexibility at levels lower than those set out in Annex B; and increased
restrictions in agreements concluded with large suppliers. It further noted
the TSB's conclusion in its report to the Textiles Committee for the Major
Review, covering the period January 1982 to August 1984 (COM.TEX/SB/984),
that the brunt of such more severe application of the MFA's provisions had
been borne by exporting countries, and that while some progress may have
been made during the life of MFA III with respect to the orderly development
of world trade in textiles and to the increase in export earnings of
developing countries, little or no headway has been made in the objectives
of achieving the reduction of barriers and the progressive liberalization of
world trade. The TSB was not, however, able to determine to what extent
these developments were attributable to change in the underlying economic
factors relevant to trade in textiles and clothing, to a change in attitudes
of governments towards the utilization of the MFA, or to a combination of
both.

Conclusions

30. The Sub-Committee noted that a number of the submissions did provide
extensive statistical data and information, particularly in respect of the
more readily quantifiable topics, such as production, employment,
investment, etc. as well as information on government policies and measures.
It considered that this information would be of considerable interest to the
Textiles Committee. The Sub-Committee found, however, that in almost all
areas the data provided through the submissions were incomplete with
substantial gaps in some of the most critical areas. It particularly noted
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that virtually no information was made available on adjustment activities
undertaken autonomously by the industries and only limited information was
provided on the specific effects of government policies and measures.

31. Furthermore, in reviewing the information presented in paragraphs 9
to 17 above, with respect to production and trade in textiles and clothing,
the Sub-Committee recalled the observation made in the introduction to the
Annex that no single factor or even a number of factors considered together
would necessarily provide definitive findings with respect to the trends or
developments which have taken place in the reference period. The
Sub-Committee also noted that it was difficult to develop a common view or
to arrive at causal linkages among the many factors present in the changes
in production and trade which would point to a direct bearing of these
developments on the operation of the industrial adjustment processes in the
textiles and clothing industries.

32. The Sub-Committee noted that, while governments have identified a range
of objectives for the adjustment policies and measures, it is not possible,
on the basis of the information available, to identify those individual
measures or programmes which have the effect of encouraging businesses which
are less competitive internationally to move into more viable lines of
production or other sectors of the economy from those which serve a more
general purpose. Some members of the Sub-Committee consider that it would
be impractical to attempt a precise identification of the purposes served by
individual measures as these could have a number of effects. Some members
have pointed to the need to take account of changes in access in determining
how adjustment policies and measures are working. A reference has also been
made to the relevance of trade policies of both importing and exporting
countries. In these circumstances, the Sub-Committee considered that the
possibilities for comprehensive analyses of the information was limited and
the task of determining what rôle, if any, adjustment policies and measures
were playing in reducing the reliance on restrictive measures under the
Arrangement was severely restricted.

33. The Sub-Committee considered that if efforts to review developments in
autonomous adjustment processes and in government policies and measures,
within the context of Article 1:4 were to be carried forward in the future,
consideration should be given to substantial improvements in the quality and
range of data and information collected as well as the identification of
criteria for assessing the extent to which the provisions of Article 1:4
were being implemented. The Sub-Committee also noted that it is expected to
report periodically to the Textiles Committee to enable that Committee to
fulfil its obligations under Article 10:2. Some of the possibilities
reviewed included a re-orientation of the type of information being sought,
with greater emphasis being placed on identifying the results of government
programmes and on determining the specific measures adopted autonomously by
industry, particularly developments in individual sectors or product lines.
It was considered that this would require drawing on additional sources of
information to complement the data provided through the submissions,
including the possibility of independent contributions by the Secretariat.
It would be for the Textiles Committee to consider whether such additional
efforts should be undertaken in the light of developments relating to the
future of the MFA.
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GENERAL NOTES ON THE SUMMARY OF FINDINGS

1. The purpose of this Summary of Findings is to present, to the extent
possible, a composite illustration of what has happened in the field of
adjustment in the textiles and clothing industries in both importing and
exporting countries, what changes are taking place in the industries and the
situation in international trade, and the policies and measures adopted by
the governments as well as the industries, in order to assist the
Sub-Committee on Adjustment in drawing up its report to the Textiles
Committee.

2. It should also be borne in mind that the information and data presented
in this Summary are not global but are restricted by the extent of the
information available to the Secretariat, either through the submissions or
United Nations statistics, which are generally incomplete and vary from
topic to topic. In each section, the extent of the coverage of the
information and data is explained or is illustrated through the lists of
members in the respective tables. It should also be considered that a wide
range of factors may have an impact upon changes or developments in
production, trade, etc., and consequently, no one or even several of these
factors taken together can necessarily provide a definitive answer with
respect to developments in these industries or on whether the process of
adjustment is or is not taking place.

3. Information in the Summary of Findings is based on:

(a) submissions from participating members in COM.TEX/40 and its
addendum;

(b) summaries of the original submissions supplemented by certain data
on production, employment, trade, etc., from the United Nations
Statistical Office COMTRADE Data Bank and from COM.TEX/W/143, 157
and 167, as contained in COM.TEX/42 and its addendum;

(c) data from the annual reports of the Textiles Surveillance Body on
the evolution of restrictions under MFA III (COM.TEX/SB/811, 900, 984
and 1116);

(d) supplementary data on production and employment from documents
COM.TEX/W/143, 157 and 167 for certain members which had not provided
submissions by the end of 1985, as well as certain data from these
documents for the first two quarters of 1985, which were not requested
in the questionnaires.

4. As described above, certain data with respect to production, employment
and trade have been drawn from reports prepared by the Secretariat for the
textiles Committee, entitled "Recent Developments in Demand, Production and
Trade in Textiles and Clothing", specifically COM.TEX/W/143, 167, 157, 173
and 174. Consequently a degree of overlapping or duplication exists between
these reports and the Summary of Findings. However, the reports on
developments in demand, production and trade were intended to assist the
deliberations of the Textiles Committee by presenting short-term
developments in these specific areas while this Summary of Findings
describes the longer term situation and brings together in one document a
broader range of subjects relating to developments in world production and
trade in textiles and clothing products.
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5. For the purposes of this document, membership of the Arrangement is as
at October 1985. The member countries have been grouped as follows:

Importing (developed) members: Austria, Canada, the EEC, Finland, Japan,
Norway, Sweden, Switzerland and the United States.

Exporting members, of which:

Developing members: Argentina, Bangladesh, Brazil, Colombia, Dominican
Republic, Egypt, El Salvador, Guatemala, Haiti, Hong Kong, India,
Indonesia, Israel, Jamaica, Korea, Macao, Malaysia, Maldives, Mexico,
Pakistan, Panama, Peru, Philippines, Romania, Singapore, Sri Lanka,
Thailand, Turkey, Uruguay and Yugoslavia.

China

Eastern Trading Area members: Czechoslovakia, Hungary and Poland.

6. Trade data for the EEC excludes intra-Community trade.

7. The area definitions of trading partner countries follow those adopted
in previous reports. Details are found in COM.TEX/W/173.

8. It should be recalled that GATT/AIR/UNNUMBERED A was sent to importing
members seeking information on measures taken, or policies adopted, relevant
to Article 1:4 of the MFA, while GATT/AIR/UNNUMBERED B was sent to all
participating members, both importing and exporting, seeking information
relevant to Article 10:2 of the MFA. Information pertaining to importing
members is therefore more detailed than that relating to exporting members.

9. It should be noted that in order to increase the clarity of the
questionnaires and, thereby, overcome the lack of uniformity in the
submissions which had restricted the synthesis of the information in the
past, an explanatory note was developed by the Technical Sub-Group of the
Sub-Committee on Ad'ustment and was distributed along with the
questionnaires in COM.TEX/W/164. By this means a greater uniformity in the
presentation of information was achieved in a number of submissions;
nevertheless, general consistency and completeness in the submissions was
not obtained and gaps in the information remain. In consequence,
difficulties with respect to the synthesis of information in some areas
continues to persist in the present report. However, a few general
statements can be made regarding the effects produced or the purposes served
by specific policies or measures.

10. The format of this Summary follows as closely as possible the sequence
of the questions contained in the Questionnaires UNNUMBERED A and B.
Section I presents the changes in the structure and activities of the
industries in the areas of production, employment, investment, etc. with
statistical tables whenever possible. Section II deals with international
trade. Section III and IV respectively describe the efforts made by the
private industry and governments facing changes in the market forces. The
last section briefly records the evolution of restrictions under the MFA as
well as other information to describe market access.
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I STATUS OF THE TEXTILES AND CLOTHING INDUSTRIES

(A) Production

Textiles: Importing members

11. The general trend which can be identified in respect of textiles
production in the importing members during the period 1978 to 1984, and in
some cases mid-1985, is one of moderate growth in 1979-1980 followed by
substantial declines in the recession years of 1982-1983 and a subsequent
recovery which was incomplete in most cases leaving production levels
in 1984 and, in some cases the first half of 1985, below those in
the 1978-1980 period.

12. This basic tendency is illustrated in the patterns of production
growth, followed by declines and subsequent partial recovery experienced in
the textiles industries of Austria, Canada, the EEC and the United States.
In each of these members, the highest production levels during the 1978-1984
period were achieved near the beginning of the time frame, in either 1979
or 1980. Subsequently, production levels fell sharply, with the lowest
levels being reached in 1982 for Canada and the United States and 1983 for
Austria and the EEC. Recovery in 1984 and the first half of 1985 for
Canada, the EEC and the United States did not bring production in these
members back to the levels at the beginning of the decade.

13. In respect of the Nordic countries, the same general pattern of decline
and partial recovery can be discerned. Finland reached its highest
production level in 1980 followed by declines in 1981, 1982 and 1983 and no
growth in 1984. In Norway, production levels fell over 30 per cent
between 1980 and 1984. Sweden's textiles production levels dropped
from 1980 through 1983 with a partial recovery in 1984.

14. Japan and Switzerland experienced more moderate fluctuations during the
reference period with a small, decline in 1982 followed by almost complete
recovery by 1984 and the first half of 1985 in the case of Japan and full
recovery in 1984 with additional growth in 1985 in the case of Switzerland.

Textiles: Exporting members

15. As the data for exporting members are incomplete, no general assessment
is possible. However, in the textiles production of the exporting members,
for which data are available, three divergent tendencies can be identified
during the period from 1978 to 1983, and in some cases 1984. These trends
are (a) generally strong and regular growth in some members; (b) sharp
decreases in production levels in others; and (c) fluctuations around the
recession years similar to those described for the importing members.

16. A general pattern of growth in textiles production, in some cases
substantial, has been achieved by Bangladesh, Czechoslovakia, Korea,
Pakistan (cotton yarn), Romania and Yugoslavia. In sharp contrast, textiles
production levels have declined regularly and considerably in Argentina,
Jamaica, Pakistan (cotton cloth), Poland and Singapore.
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17. The situation in the third group of exporting members is one of
fluctuation between growth and decline. This group includes Brazil,
Hong Kong, Hungary, India, Indonesia and Israel. There are few similarities
in the patterns of these fluctuations as some members have tended to
increase production levels in spite of occasional declines while others have
tended towards overall decline.

Clothing: Importing members

18. Clothing production indices for importing members, as shown in Table 2,
reveal general declines during the period 1978 to 1984 and in certain cases,
to mid-1985. In only one country, Finland, was there a trend towards growth
in production. In respect of Canada, the EEC and the United States,
clothing production levels reached their highest point during the seven and
one-half years from 1978 to mid-1985 near the beginning of this time
period, (1979) and each of these members reached their lowest point in the
recessionary year 1982. All three experienced partial recovery in 1983-1984
followed by a further drop in production in the first half of 1985.

19. The Nordic countries presented a contrasting situation, with Sweden and
Norway experiencing the sharpest declines of the importing members with 1984
levels down 25 per cent and 30 per cent respectively from 1978. In
contrast, Finland achieved the largest rate of growth among the importing
members with a particularly strong performance in 1981 and 1982. Austria,
Japan and Switzerland experienced a general downward trend in clothing
production with very moderate improvements being experienced in the first
half of 1985 in the case of Japan and continued declines in respect of
Austria and Switzerland when compared with their performance in the first
half of 1984.

Clothing: Exporting members

20. While information is not available for all members over the full time
frame, the basic trend which can be identified in those exporting members
for which data are available consists of growth in production from 1978 up
to 1980 or 1981 followed by two divergent trends: decline in some members
and further growth in others. Brazil, Hungary, Israel, Poland and
Yugoslavia achieved a general pattern of growth after 1978 which continued
up to 1980 for Poland, 1981 for Hungary, Israel and Yugoslavia and 1982 for
Brazil; thereafter, production levels tended to decline. In the cases of
Czechoslovakia, India, Korea, the Philippines and Romania, the growth
continued through the entire time frame, although some downward fluctuations
may have occurred in some cases within this general growth pattern.
Singapore has shown strong fluctuations through the reference period with
declines from 1979 to 1982 followed by strong growth in 1984 and an equally
large drop in the first quarter of 1985 compared to the same time period
in 1984. The index for Hong Kong which is available only` since 1981, shows
strong growth in both 1983 and 1984. Production in the first quarter
of 1985 fell sharply from the corresponding period in 1984. Conversely,
Argentina after 1979 and Uruguay from 1978 experienced steady and
substantial declines in production.
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Table 1

Production Indices: Textiles

1973-100

1978 1979 1980 1981 1982 1983 1984 1984 1985
Qi Q2 Qi Q2

Importing Members

Austria 87 91 95 94 86 82 84 89 89 88 93
Canada(a) 107 116 110 103 92 100 98 96 98 99 103
EÉC(a) 93 99 97 94 90 87 91 90 90 90 91
Finland 101 112 113 107 102 99 99 103 103 94 103
Japan(a) 85 87 87 84 82 83 86 85 86 85 85
Norway 94 95 104 96 78 71 70 76 68 78 71
Sweden 76 76 71 66 64 66 59 70 74
Switzerland 94 97 98 97 94 94 100 108 102 110 107
United States(a)
Revised Index 105 107 103 100 91 103 104 110 109 99 103

Exporting Members

Argentina 90 102 85 70 70
Bangladesh(d) 120 119 120 130 124 129
Brazil (1875.100) 111 117 126 117 122 109
Czechoslovakïa 123 129 133 137 138 141
Kong Kong (1981-100) 100 95 104 115 100 120 86
Hungary 110 109 113 115 112 113 115 109 121
India 106 106 111 112 99 111 107 96 109 114
Indonesia (1975-100) 111 118 122 132 124 117 123 123
Israel(a) 116 119 112 112 119 115 116 111 117 123
Jamaica(b) 70 51 50 40 42 39
Korea(a) 213 238 262 293 300 312 325 320 328 330 319
Pakistan(e) 66 58 58 52 55 57 50 48 44
Pakistan(f) 79 87 96 100 114 119 115 115 106
Peru 106 113 107 107 100
Philippines 119 140 168 202 226
Poland 146 144 143 124 111 113
Romania 169 183 201 214 218 223
Singapore 93 91 95 85 63 48 40 42 41 28
Uruguay 136 159 161 145 85
Yugoslavia 126 133 140 144 148 149 150

(a) Quarterly data seasonally adjusted
(b) Includes clothing
(c) Includes footwear
(d) Annual data for fiscal year July-June
(e) Cotton cloth
(f) Cotton yarn

Source: COM.TEX/W/157 and 173; national statistics
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Table 2

Production Indices: Clothing

1973-100
1984 1985

1978 1979 1980 1981 1982 1983 1984 Q1 Q2 Q1 Q2
Importing Members

Austria 92 101 105 102 100 101 99 105 102 101 100
Canada(a)(d) 107 113 107 105 99 104 108 104 107 105 105
EEC(a)(b) 93 100 97 90 89 96 91 84 89 91 89.
Finland 104 115 117 127 125 116 115 133 105 139 122
Japan(a)(c) 91 90 87 88 88 86 87 87 87 88 88
Norway 69 66 67 64 63 54 52 61 52 60 53
Sweden 52 52 51 46 41 38 36 43 40
Switzerland 105 100 105 103 98 95 93 100 96 93 97
United States(a)(b)
Revised Index 116 110 109 108 98 107 116 117 117 115 112

Exporting Members

Argentina 76 90 80 51 44
Brazïl(e) 1975-100 113 118 125 &'24 128 114
Czechoslovakia 122 127 130 134 135 137
Hong Kong 1981-100 100 100 106 114 104 114 95
Hungary 106 107 116 120 115 110 113 109 114
India(b)(e) 79 82 76 93 84 95 99 100 96 105
Israel(a) (b) 118 118 123 135 134 125 113 113 120 122
Korea(8) 330 319 325 408 399 452 488 492 491 50,. 483
Peru 73 69 72 52
Phïlippines(e) 169 229 314 443 508
Poland 143 141 146 139 134 142
Romania 175 190 206 219 224 237
Singapore 103 108 103 99 95 99 111 103 108 99
Uruguay(e) 188 173 170 151 99
Yugoslavia 124 137 146 151 144 146 146

(a) Quaterly
(b) Includes
(c) Includes
(d) Includes
(e) Includes

data seasonally adjusted
made-ups
made-ups and knitted articles
knitting mille
footwear

Source: COM.TEX/W/157 and 173; national statistics
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(B) Employment

21. The data on developments in employment, as set out in Tables 3 and 4,
are based on employment indices, generally using 1973 as a base. Direct
comparisons between member countries are not always possible as the industry
definition or statistical coverage varies from country to country.

22. For importing members, there has been a general and regular declining
trend during the 1978-1984 period in both the textiles and clothing
industries. While a few members experienced slight increases in 1979
or 1980, increases by any importing members in either textiles or clothing
during the 1980-1984 period were extremely rare. Data for the first half
of 1985 as compared to the first half of 1984 shows, in most cases, either
no change or very slight movement in the indices.

23. Employment in the textiles industries of the EEC, Sweden and Austria
have been reduced during the 1978-1984 period by a total of 31 per cent,
25 per cent and 21 per cent respectively. During this same period, textiles
employment in Finland, Switzerland and the United States declined by 14 per
cent in each country and in Japan by 17 par cent. In Norway, between 1979
and 1983 employment levels fell by 24 per cent.

24. In the clothing industry between 1978 and 1984, employment levels in
Sweden and Switzerland fell by 34 per cent and 33 per cent respectively
while employment in the EEC declined 27 per cent. In the cases of Austria,
the United States and Japan, employment levels in the clothing industry fell
by 11 per cent, 10 per cent and 6 per cent respectively. During
the 1978-1983 period employment in Norway declined by 42 per cent.

25. In the case of exporting members, no general trend in employment levels
can be identified in view of the incomplete data available; however from
the information at hand, a situation similar to developments in production
has taken place with divergent tendencies comprising sustained growth in
some members, continuous decline in others, while a third group has
experienced either a steady or fluctuating situation. In addition, the
changes in employment in the textiles industry and the clothing industry in
individual members do not in all cases follow similar patterns.

26. In the textiles industries of exporting members, generally steady
declines in employment levels have occurred in Hungary, Hong Kong, Korea,
Poland and Singapore. Between 1978 and 1984, employment in the textiles
industry fell 23 per cent in Poland, 16 per cent in Hungary, and 11 per cent
in Hong Kong. Between 1978 and 1982, employment fell 9 per cent in Korea
and in the period 1978-1983, it fell 52 per cent in Singapore.
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27. In contrast, employment levels in the textiles industries of India,
Romania and Yugoslavia have experienced generally sustained growth during
the periods for which data are available. Between 1978-19839 employment in
India and Romania increased 7 per cent and 16 per cent respectively. In
Yugoslavia, between 1978-1982 employment levels grew 12 per cent.
Employment levels in Czechoslovakia, Indonesia and Mexico moved within a
narrow range of growth or decline.

28. In the clothing industries of exporting members, the same three trends
can be iden-.ified. Generally regular growth has been achieved in Indonesia,
Romania, Turkey and Yugoslavia during the time periods for which data are
available. Specifically, between 1978-1984, Indonesia's employment level
grew 61 per cent; between 1978-1983 Romania's level increased 8 per cent;
and from 1978-1982, Turkey and Yugoslavia grew 76 per cent and 19 per cent
respectively. Declines were reported by Hungary and Poland during
the 1978-1984 period of 9 per cent and 8 per cent respectively while
Singapore's employment level fell 6 per cent between 1978-1983.

29. In the case of Hong Kong, employment levels increased in 1979 and 1980
followed by a rather steady situation up to 1984. Korea, also, showed
little net change between 1978 and 1982.
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Table 3

Employment Indices

Textiles

Notes: ( ) estimate
(a) annual figure based on

(b)
(c)

(d)
(e)
(f)
(g)
(h)

a single observation for the year
covers enterprises with 20 or more employees
covers regular workers in establishments with 30 or more

employees
new series from March 1983, all establishments
employment in public sector
employment in cotton mills
fiscal year ending 31 March
incomplete coverage

Source: COM.TEX/W/157 and 173

1973-100

1978 1979 1980 1981 1982 1983 1984 1984 1985
Q1 Q2 Q1 Q2

Importing Members:

Austria 72 70 70 67 63 58 57 57 57 57 56
Canada(d) 1983=100 100 100 97 99 99 97
EEC (9)(a)(b) 78 74 69 63 (59) (56) (54)
Finland 76 78 85 74 69 65
Japan(c) 69 66 64 61 60 58 57 57 58 56 57
Norway 88 86 89 83 74 65
Sweden 79 77 77 71 63 58 59 58 58 60
Switzerland(a) 75 72 72 69 68 65 63.
United States 91 90 86 84 77 76 78 78 78 74 74

Exporting Members:

Czechoslovakia 98 98 97 97 97
Egypt(h)(e) 111 111 112
Hungary 91 87 85 82 80 77 76 77 76 73 75
Hong Kong 78 80 78 75 69 68 69 67 70 69 69
India(a)(f) 110 114 115 118 116 118 119 119 119 119
Indonesia (a) (g)

1977=100 102 105 107 103 103 103
Korea 151 144 140 140 137
Mexico(h) 103 106 109 111 108 100 96
Peru(a) 159 156
Poland 99 97 95 93 82 77 76
Romania 120 124 129 135 138 139
Singapore 69 72 69 56 45 33
Thailand(a)1977=100 156
Turkey 118 118 117 120 122
Yugoslavia 114 118 119 124 128
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Table 4

Employment Indices

Clothing

Notes: ( ) estimate
(a)
(b)
(c)

(d)
(e)
(f)
(g)

establishments with more than 20 employees
includes made-ups
regular workers in establishments with 30 or more employees
new series from March 1983, all establishments
annual data refers to one period in reference year
employment in the socialist sector
fiscal year ending 31 March of year stated

Source: COM.TEX/W/157 and 173

1973=100
1 ~~~~1984 19851978 1979 1980 1981 1982 1983 1984 1984 1985

Q1 Q2 Q1 Q2

Importing Members:

Austria 82 83 83 80 76 74 73 73 72 72 71
Canada(d) 100 93 93 91 90 94
EEC(a)(b) 78 77 73 65 (62) (59) (57)
Finland 93 97 97 95 92 88
Japan(b)(c) 105 107 104 103 104 101 99 98 100 98 100
Norway 73 71 61 55 50 42
Sweden 65 57 55 53 51 48 43 43 43 43
Switzerland(e) (b) 73 68 66 62 58 53 49
United States 91 90 87 85 80 80 82 82 83 80 79

Exporting Members:

Czechoslovakia(e)(f) 93 91 91 89 89
Hungary(f)(h) 97 95 99 96 92 88 84 85 84 82 81
Hong Kong 143 152 160 160 158 156 161 157 160 158 157
Indonesia (e) (g)

1977=100 109 118 149 154 176 176 175
Korea 226 206 200 227 232
Poland 100 98 97 98 91 91 92
Romania 120 123 128 127 129 130
Singapore 139 140 130 133 137 130
Peru(e) 154 146
Turkey 163 176 179 214 278
Yugoslavia 123 132 135 139 146
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(C) Changes in industrial structures

30. Industrial adjustment manifests itself through various structural
changes and developments within an industry, including physical changes such
as the closing of factories, amalgamations or diversifications, vertical
integration, etc. Information presented on this topic was concentrated in
the more readily measurable changes in the number of establishments
described in (a) below, but members also touched upon a number of other
factors affecting the structures of the textiles and clothing industries
which are presented in (b) on page 20.

(a) Number of establishments

31. Any overall assessment of changes in the number of establishments
producing textiles and clothing products will be affected by two factors:
the lack of consistency in the data, with most members providing details for
only certain years during the period under review, and the definitional
differences. As will be seen in Tables 5 and 6, many gaps are present in
the data while the footnotes indicate the various definitions and coverages
applied, where provided.

32. Nevertheless, with respect to the importing members certain overall
observations are possible. First, there has been a general and sizeable
decline in the number of textiles and clothing establishments between 1978
and 1984. Second, the decline has been more pronounced in the clothing
industry than in textiles. In fact, while there are very rare instances of
increases in clothing establishments, the decline in the textiles area was
reversed in a number of countries in 1983 and followed by moderate increases
in the number of textiles establishments.

33. Of those importing members which provided sufficient details on
establishments to show developments over time, only Austria and Italy have
experienced uninterrupted declines in both textiles and clothing
establishments. A number of countries have experienced continuous declines
in the clothing establishments including Denmark, Netherlands, Norway and
the United Kingdom. With respect to textiles establishments, Belgium
increased slightly in 1980 followed by decreases in the next four years.
Denmark's textile establishments achieved substantial growth in 1981
and 1982 after several years of decline while in the Netherlands a sharp
declining trend was stopped in 1983. The United Kingdom's textile
establishments fell by 36 per cent between 1973-1981 and then increased
slightly in 1982. In Norway also, the textiles sector showed increases
in 1983 after regular declines in the previous decade. In France, after
experiencing an increase in clothing establishments in 1980. subsequent
years have seen steady declines. In Canada, textiles establishments reached
their highest level in 1982 and declined very moderately in 1983-1984.
Clothing establishments decreased in 1981 and 1982 but partially recovered
in 1983. Data for Japan is combined for both the textiles and clothing
establishments, but shows a decline in 1982 followed by a substantial
increase in 1983 as establishments reached their highest level in the four
years since 1980.
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34. Data on establishments supplied by exporting members were very
incomplete, as shown in Table 6. In respect of Hong Kong the number of
establishments ln the textiles industry fluctuated between 1973-1980
followed by three years of declinig numbers up to 1983, and a slight
increase in 1984. Conversely, clothing establishments in Hong Kong
increased steadily and almost doubled between 1973 and 1984. In Singapore
also, the textiles establishments peaked in 1980 with a sharp decline
in 1983. With textiles and clothing establishments being taken together,
Yugoslavia recorded moderate increases in both 1981 and 1982.
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Table 5

Establishments: Importing Members

1973 1978 1980 1981 1982 1983 1984

Austria6 Textiles 710 587 565 537 517 505 499
Clothing 670 562 513 505 493 468 465

Canada Textiles 1,007 996 1,101 1,095 1,130 1,110 1,110
Clothing 2,355 2,280 2,286 2,259 2,235 2,268 2,268

EEC1 Textiles 11,278 10,428 8,099
Clothing 10,928 9,369 7,110

Belgium1 Textiles 576 578 494 481 478 467
Clothing 545 470 439 429 417 407

Denmark7 Textiles 142 127 125 135 140
Clothing 593 531 517 510 460

France5 Textiles 2,574 2,555 2,542 2,520 2,449
Clothing 3,167 3,271 3,010 2,939 2,843

Germany Textiles 2,857 1,832
Clothing 4,308 2,540

Greece Textiles4 459 424
Clothing 247 273

Ireland Textiles 134
Clothing 164

Italy '2 Textiles 3,520 3,485 3,436 3,350 3,340
Clothing 1,839 1,785 1,705 N/A N/A

Netherlands Textiles 368 322 316 305 306
Clothing 393 317 273 266 251

United Textiles 2,408 2,057 1,820 1,541 1,558
Kingdom Clothing 2,647 2,236 2,077 1,681 1,666

Finland Textiles 307 286 303
Clothing 437 461 441

Japan Textiles
and Clothing 147,968 149,618 147,202 152,155

Norway3 Textiles 322 314 297 288 266 276
Clothing 312 235 229 220 198 150

Sweden Textiles 323 308
Clothing _ 349 310 . -

Switzerland Textiles 501 492
Clothing 740 711

United Textiles 6,302 6,168
States Clothing 22,067 21,890

1Twenty or more employees
2Based on estimates

3Five or more employees
4Includes footwear

5Ten or more employees
6Number of factories

7At least 6 employees
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Table 6

Establishments: Exporting Members

1973 1978 1980 1981 1982 1983 1984

Argentina Textiles 1,708
Clothing 1,575

Hong Kong Textiles 3,547 3,584 3,645 3,481 3,314 2,965 3,075
Clothing 5,707 8,159 9,499 9,854 9,916 10,228 10,765

Singapore Textiles 68 79 99 94 95 82
Clothing 205 345 374 374 406 358

Peru Textiles 841
Clothing 937

Yugoslavia Textiles
and Clothing 1,247 1,275 1,286
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(b) Other changes in industrial structures

35. Among importing members, the general direction taken in changing
industrial structures to meet the evolving market conditions included
efforts to increase productivity through automation combined with decreased
labour input; restructuring of firms into smaller, more flexible operating
units; and the development of new and specialized products.

36. The EEC noted that its textiles and clothing industries had undergone
substantial changes particularly the sharp reduction in overall size.
Between 1973-1981 about 7,000 factories had closed while employment was
reduced by 1.29 million persons. Belgium reported that the industries had
declined at a faster rate between 1973-1978 but this situation had been
substantially reversed after 1979 primarily due to a comprehensive
restructuring of production Unes and intense concentration on creativity,
fashion and marketing. Denmark stated that the number of firms and
employees had been reduced while those remaining had taken important steps
to increase productivity mainly by concentrating on higher value products.
In Ireland, some major firms had restructured into smaller units,
rationalizing and concentrating their product lies. This move to smaller
and more flexible production units was also cited by Italy and the
Netherlands.

37. The structure of the Norwegian industries, that is, a scattered
structure of many small, independent production units, impeded planning and
communication among the producers. In additon, amalgamations were never
considered a viable option in Norway; hence the Norwegian industries were
left with less room for flexibility and automation than optimum to meet
international competition. In Sweden, most of the 433 firms which closed
between 1973-1984 were small-sized companies reflecting the basic structure;
of both industries in that country. In response to market conditions,
structural changes which have taken place in Sweden include amalgamations to
improve efficiency, of which there were fifteen in 1984 as well as the
establishment of clothing production abroad. At present sixty factories in
other countries with 8,000 employees are owned or operated by Swedish
clothing companies.

38. Among exporting countries, Hungary reported a process of
decentralization with smaller units being established in the countryside
replacing the larger and less flexible factories in the cities. The overall
objective identified in the Philippines was described as a rationalized
upgrading of structural facilities to increase productivity and
specialization. Rather drastic measures were adopted in Thailand to deal
with serious over-capacity including the reduction of production by 20 per
cent and a temporary government ban on the establishment of certain types of
textiles-related industries. Within Turkey's restructuring process, which
aims at improving competitiveness, there is also a programme of selective
privatization of units from the public sector. The principal structural
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development in China concerns the establishment of a man-made fibre industry
following the construction of large-size modern petro-chemical complexes
since the 1970s. In Yugoslavia emphasis has been placed on developing the
finished textile products sector and away from the dependence on yarns and
fabrics production. A major feature of Poland's structural development has
been the dramatic shift from small to medium and large enterprises. This
has brought about the closure or amalgamation of small and less efficient
units.

(D) Capacity utilization

39. Few members addressed the topic of capacity utilization and those that
did applied widely varying time frames. Some provided data for the textiles
industry alone while others combined the textiles and clothing industries.
In addition, there was no systematic information supplied on normal rates of
capacity utilization in each country to use as a basis for comparison with
the present data. Consequently, it is not possible to analyse overall
trends with any degree of accuracy.

40. Among the importing members which addressed this subject, there are
instances of considerable stability in capacity utilization during
the 1980-1984 period, substantial growth in others, and conflicting trends
in yet others. Capacity utilization in the Austrïan textiles industry
achieved 88 per cent in 1980, 1981 and 1984 with small declines during the
economic recession in 1982-1983. In France, utilization remained around 89
per cent during the 1982-1984 period for the combined textiles and clothing
industries. Belgium, however, reported substantial gains in capacity
utilization in both industries as the clothing industry increased from
about 75 per cent in 1980-1981 to 85 per cent in 1982-1984. Similarly the
Belgian textiles industry increased the utilization rate from 70 per cent
in 1978 to 79 and 78 per cent in 1983 and 1984 respectively.

41. Information provided by the United States on its textiles industry
showed an improvement in the rate of capacity utilization from 1983 to 1984
rising from 83.2 to 85.1 per cent. Canada reported a substantial drop in
the textiles industry in 1982 when utilization fell 20 per cent from
92 to 72 per cent. Very little improvement was achieved in 1983 or 1984.
The clothing industry in Canada also declined sharply in 1982 falling 12 per
cent from 86 to 74 per cent capacity utilization. Recovery in the clothing
industry brought it back to 84 per cent by 1984.

42. Exporting members also provided some information on capacity
utilization. Yugoslavia reported that very little change in the rate of
capaci-v utilization had occurred between 1977 and 1982. During this period
the yarns and fabrics sector fluctuated narrowly between 84 and 83 per cent
while the finished textile products sector ranged from 82 to 84 per cent.
In Argentina, the improvements in utilization were greater in the textiles
and clothing industries than in total manufacturing. Capacity utilization
in the textiles industry increased from 63.3 per cent to 73.2 per cent
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from 1983 to 1984 while the made-up sector grew from 61.8 per cent to
70.1 per cent. Concurrently, the increase in total manufacturing was from
61.1 per cent to 65.9 per cent.

43. In Guatemala, the textiles and clothing industries generally operate at
between 60 to 90 per cent of installed capacity The higher levels of
utilization was achieved by the larger undertakings which are fever in
number. The economic recession has had negative effects on both the
domestic and international markets of Thailand resulting in sluggish demand
and excessive production capacity.
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(E) Investment

44. The data on investment in the textiles and clothing industries in
importing countries (Table 7) provide a useful basis for certain general
observations and conclusions. Its usefulness is limited, however, by the
inability to separate the types of investment (building, machinery, repairs)
or to determine if the investments were directed at programmes of adjustment
or maintenance of existing situations. Moreover, with the exception of two
countries, none of the data in Table 7 have been adjusted to remove the
effects of inflation. Within these limitations the overall data indicate a
considerably higher level of investment in the textiles industry compared to
the clothing industry which is a reflection of the capital-intensive nature
of textiles production. Also, most countries reported increasing trends of
investment in both industries up to 1981 followed by sharp decreases in the
1982 recession, which in some cases carried over into 1983. In all cases,
where data are available, 1984 was a year of increased investment in both
industries.

45. In Austria the levels of investment in both textiles and clothing
dropped in 1982-1983 and only partially recovered in 1984. In Canada
textiles investment declined in 1982 but recovered fully in 1983 and
improved substantially in 1984. Clothing investment in Canada declined by
almost 50 per cent in 1982 with very moderate growth in 1983-1984. In

Belgium,Denmark (textiles only) and France the decline occurred in 1981
followed by substantial expansions in both industries, raising investments
in 1982-1983 to levels higher than before the decline. In Germany and the
Netherlands the recovery in investment after 1981 was more pronounced in the
textiles industry than in clothing. In the United States, textiles industry
investment decline in both 1981-1982 but recovered in 1983 and exceeded
previous levels by 1984.

46. While the quantitative data supplied by exporting members are very
limited, as shown in Table 8, considerable qualitative information was
provided which gives an indication of the purpose and direction of thie
investment activity. In China, textiles industry investment increased in
both 1982 and 1983 with the cotton textiles sector receiving about 60 per
cent and the man-made fibres sector about 6.5 per cent of the total. In
Hong Kong, investment in textiles reached peak levels in 1976 and 1980
followed in each case by substantial declines. Conversely, investment in
the Hong Kong clothing industry increased regularly up to 1981 reaching a
level much higher than textiles investment, followed by a decline of 42 per
cent in 1982. In Hungary, efforts to improve their external current account
in convertible currencies has necessitated a sharp cut in investment
spending in 1983-1984. Investment in Singapore has been directed primarily
at the re-equipment of existing facilities in order to increase
competitiveness. During 1980-1982, about 70 per cent of the S$86 million
invested in the textiles and clothing industries was used in upgrading
facilities. About two-thirds of total textiles and clothing investment in
Thailand has been in the spinning, weaving and knitting industries resulting
in a tripling of the number of spindles in use during the past decade.
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47. In Turkey, investment is much greater in the private sector with public
sector investment limited since 1980 to modernizing and maintaining existing
plants. Investment in both industries increased sharply during 1982 in
Yugoslavia with greater emphasis being placed on the manufacture of finished
textile products which received almost 60 per cent of total investment. In
Poland, investment expenditures in textiles and clothing have decreased
substantially in recent years. Between 1978-1983, annual fixed-price
investments in textiles fell 60 per cent and remain one-third below the
levels of the early 1970s. While Peru's textiles and clothing industries
have modernized and expanded rapidly in recent years, the heavy investment
has contributed to the excessively high indebtedness which is compounding
the country's overall economic problems.
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Table 7

Investment: Importing Members

1978 1979 1980 1981 1982 1983 1984

Austria Textiles 1,142 1,245 1,304 1,531 1,398 1,2781 1,454
(S million) clothin 259 277 391 367 353 347
Canada Textiles 106.3 133.2 167.4 180.8 159.6 180.1 214.2
(Can$ million) Clothing 26.1 26.6 30.7 37.2 19.5 22.8 28.5

EEC members

Belgium Textiles 3,844.3 4,062.6 5,114.5 4,672.3 5,971.8 8,522.4 N/A
(BF million) Clothing 811.9 686.8 946.6 631.3 926.7 1,222.1 N/A
Dénmark2 Textiles 94 123 155 119 177 170
(DKr million) Clothing 41 39 31 49 56 83
France Textiles 1,449 1,908 2,123 1,859 2,412 2,934 (4,1001
(FF million) Clothing 476 551 570 503 699 909 (
Germany Textiles 1,084 1,277 1,294 1,025 1,040 1,230 1,300O
(DM million) Clothing 364 399 337 290 280 310 330

Ireland4 Textiles 10.9 20.1
(£Ir million) Clothing 12.3 29.6 19.9 10.6

Italy2 Textiles 544 594 684 705 926
(Lit billion) Clothing 141 151 186 214 302
Netherlands Textiles 150 170 178 139 157 178
(f. million) Clothing 48 53 38 27 24 29
United Kingdom Textiles 294 256 184 134 137
(£ million Clothing 84 81 63 52 54
1980 prices)

Finland Textiles &
(Index 1975=100) Clothing 94 97 115 117 137 101

Norway Textiles 163.172 131.979 207.032 78.317 99.901
(NOK million) Clothing 37.077 42.278 42.278 42.781 50.482

Sweden Textiles 306 275 333
(SKr million) Clothing 52 51 70

United States Textiles 1.62 1.56 1.33 1.55 1.92
(US$ billion)

'LProvisîonal data
2Firms with at least twenty employees
Source: COM.TEX/40 and COM.TEX/37

3Includes footwear and textiles

4A11 data are estimated
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Table 8

Investment: Exporting Members

1978 1979 1980 1981 1982 1983 1984

China Textiles 19.86 21.16 17.08
(RMB 100 million) Clothing 0.16 0.18 0.08

Hong Kong Textiles 405 656 763 420 262
(HK$ million) Clothing 617 601 742 1,067 615

Singapore Textiles il 14.2 32.6 18.1 8.9 7a3
(S$ million) Clothing 2.7 1.4 8 8.3 10.4 2.8

Turkey Textiles &
(TL million) Clothing 38,909 35,364 33,569 22,294 25,001 52,489 52,989

Yugoslavia' Textiles 4,343 3,829 5,242
(Dinars million) Clothîng 3,389 4,609 7,252

1Textiles refers to manufacture of yarns and fabrics,
Clothing refers to manufacture of finished textile products
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(F) Productivity

48. Information with respect to developments in labour productivity was
provided by a number of members, some as a productivity index, others in
terms of the value of output per worker while others provided percentage
changes or qualitative statements on the results or objectives of
productivity improvements.

49. The EEC reported that adjustment to the new market conditions required
increases in productivity in the textiles and clothing industries much
greater than in the manufacturing sector as a whole. Between 1973 and 1984,
apparent productivity in the EEC increased at an annual rate of about
4.6 per cent in the textiles industry, 4.3 per cent in the clothing industry
and 2.8 per cent in total manufacturing. This effort to increase
productivity accounted, in part, for the reductions in employment levels.
Within the member States, Gernany experienced substantial increases in
productivity growth in hourly output between 1973 and 1984 totalling
66.6 per cent in the textiles industry and 34.8 per cent in the clothing
industry. The manufacturing sector as a whole improved productivity
by 50.4 per cent during this period in Germany.

50. In the Netherlands' textiles industry productivity increased 33 per
cent between 1978 and 1983 including growth of 13 per cent in the knitted
goods sector and 21 per cent in carpet manufacturing. In the clothing
industry, productivity grew 18 per cent. Total increases in the
manufacturing sector reached 20 per cent between 1978 and 1983. The
United Kingdom provided productivity indices for the textiles and clothing
industries which showed increases between 1973 and 1984 of 30.6 per cent in
the textiles industry and 72.1 per cent in the clothing industry. Total
manufacturing productivity increased 23.3 per cent over this period.

51. Labour productivity in Japan increased by 23 per cent between 1975
and 1983 'n the combined textiles and clothing industries. Norway noted
that efforts to overcome the traditional low productivity of the textiles
and clothing industries had included increased machinery investments and
training of personnel. These efforts had proven successful as the
value-added per man-year rose 13 per cent in the textiles industry and
31 per cent in the clothing industry between 1979 and 1982. In comparison,
the value-added per man-year in total manufacturing advanced just 2.6 per
cent over this period. Nevertheless, in 1982, productivity in the textiles
and clothing sectors remained far behind the average in the manufacturing
sector. In Finland productivity increases in the textiles industry averaged
4.2 per cent per annum in the 1970s and 4.4 per cent in the 1981-1984
period. In the clothing industry a wide variation occurred with an average
of 2.9 per cent in the 1970s increasing sharply to 10.7 per cent in 1981 but
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falling to negative levels of -3.5 per cent and -0.7 per cent in 1983
and 1984. While both the textiles and clothing industries experienced
higher productivity than total manufacturing in the 1970s, this situation
has been reversed in the 1981-1984 period.

52. Among exporting members, Yugoslavia reported an increase of 6.4 per
cent in productivity in the manufacture of yarns and fabrics between 1977
and 1983, while the finished textile products sector increased 10 per cent.
Over this time period, productivity growth in the manufacturing and mining
sectors increased 9.9 per cent. In Hong Kong productivity, measured in
terms of gross output per employee, increased 238 per cent in the textiles
industry and 164 per cent in the clothing industry between 1973 and 1982.
Within these industries, productivity advanced in the spinning sector
by 128 per cent; in the weaving sector by 264 per cent; and ir. the
kaîtwear sector by 38 per cent.

53. In Hungary, the index of gross production value per worker increased
by 6 per cent in 1983-1984 in both the textiles and clothing industries.
This compared favourably with the 1980-1982 increases of 2 per cent in the
texciles industry and 3.8 per cent in the clothing industry. The
improvement was attributed to product structure rationalization and
increased product specialization. The textiles and clothing industries in
Singapore have made significant efforts to increase productivity by
re-equiping and automating their facilities combined with a move towards
higher quality and higher priced products. Improvements in Guatemalats
productivity are related to efforts to expand vocational training. In the
Philippines the textiles modernization programme encourages increased
productivity through a rationalized upgrading of structural facilities, and
increased functional and product specialization.

(G) Profitability

54. The question of the profitability of textiles and clothing operations
was approached by only a few members in their submissions. Canada reported
that the ratio of net earnings to sales in both industries has traditionally
been less than for all manufacturers. Profitability reached its lowest
levels in 1982, recovered in 1983 but dropped again in 1984 in the face of
increased operating costs. In Belgium, it was reported that the
period 1973-1978 was marked by declining profitability of production units
accompanied by an overall weakening of the financial structures. In
subsequent years the downward trends in profitability were reversed,
nevertheless, profit margins remained inadequate. Return on capital
improved in Norway between 1978-1980 followed by declines in 1981 and 1982
mainly due to increased capital costs. In 1982 return on capital in the
textiles industry stood at just 1.1 per cent and in the clothing
industry 1.7 per cent. In the United States textiles industry, profits
increased 2.3 per cent in 1984 over the previous year; however, in the
first quarter of 1985 profits fell by 55 per cent from the same period
in 1984. The report by Sweden stated that fierce competition had led to low
profitability in both the textiles and clothing industries with almost
20 per cent of employees working in unprofitable plants.
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II TRADE

(A) Area distribution of world trade

(a) Textiles trade

55. As detailed in Table 9, the dollar value of world exports of textiles,
in current prices, increased between 1978 and 1981, at an average yearly
rate of 15.5 per cent. Thereafter, exports declined sharply in
the 1982-1983 recession years followed by a recovery in 1984 which was
insufficient to return the value of world exports to the peak year of 1981.
Within this total situation, the dollar value of exports from the developed
countries increased 21.4 per cent between 1978-1984 while the dollar value
of exports from the de-"eloping countries increased 72.2 per cent.

56. In percentage terms, the share of the developed area in world textile
exports declined regularly through the 1978-1984 period, whereas the
percentage held by the developing area increased annually for a gain during
the seven year period from 33 per cent to 40 per cent. The share held by
the developed area fell from 55 per cent to 47 per cent. In respect of
textiles imports, the overall change during the seven year period shows the
share in world imports of the developed area falling 4 percentage points
from 51 per cent in 1978 to 47 per cent in 1984. The developing area
concurrently increased its share of world imports of textiles
from 39 per cent to 42 per cent.

(b) Clothing trade

57. World clothing exports, in dollar terms, as shown in Table 10 followed
a pattern similar to textiles also up to 1981 with average annual growth
of 18.4 per cent during the 1978-1981 period. In the following two years
the value of exports changed very little, but returned to growth in 1984
with a 15.2 per cent $ncrease. Between 1978 and 1984 the dollar value of
clothing experts from the developed countries increased by 36 per cent while
the dollar value of clothing exports from the developing countries
increased 109 per cent.

58. The percentage share held by the developed area in world clothing
exports has decreased to 22 per cent in 1984 from the level of 29 per cent
in 1978-1980. Concurrently, the share held by the developing area, while
remaining almost unchanged during the 1978-1980 period, grew sharply in 1981
and 1984 to reach 63 per cent. As regards clothing imports almost three
quarters was destined to the developed area in 1984 representing a moderate
increase from the 72 to 73 per cent of the 1978-1980 period. The share of
the developing area also remained very steady in 1978-1980 at 17 per cent
but increased in 1982-1983 followed by a return to the previous level
by 1984.

1Movements in the dollar value of trade result from changes in domestic
prices in national currencies, the exchange rate of the dollar and the
volume of shipments. The limited availability of import and export price or
unit value data preclude an accurate assessment of underlying real changes
in world trade in textiles and clothing. The effect of recent exchange rate
fluctuations and price changes on the dollar value of trade in textiles and
clothing in selected individual members of the MFA is illustrated in
COM.TEX/W/173 Tables 5, 6 and 7 (percentage rates of change in exports and
imports expressed in dollars and national currencies) and Table 8 (changes
in dollar export and import prices/unit values).
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Table 9

Area Distribution of World Trade in Textiles

, I 1
1978 1979 1980 1981 1982 1983 1984

Exports

World(a)
(billion dollars) 29.2 35.2 40.7 42.8 38.8 38.9 41.5
per cent 100 100 100 100 100 100 100

Developed area(a) 55 53 53 51 49 48 47

Developing area 33 35 36 37 38 39 40

Eastern trading area 12 12 il 12

China 6 7 8

Eastern Europe & USSR 5 5 4

Imports

World(a)
per cent 100 100 100 100 100 100 100

Developed area(a) 51 52 49 44 45 46 47

Developing area 39 38 40 44 44 43 42

Eastern trading area 10 9 il 12

China 2 1 2

Eastern Europe & USSR 8 8 8

(a) Excluding intra-EC trade

Note: This table presents total data for MFA-members and non-members
combined. The full listing of the trading partner countries in each
grouping may be found in COM.TEX/W/174, page 5.

Sources: COM.TEX/W/156 and 173
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Area Distribution

Table 10

of World Trade in Clothing

Exports

World(a)
(billion dollars)
per cent

Developed area(a)

Developing area

Eastern trading area

China

Eastern Europe &

Import s

World(a)
per cent

Developed area(a)

Developing area

Eastern trading a

China

Eastern Europe &

USSR

rea

USSR

1978 1979 f1980 1981 1982 1983 j 1984

21.2
100

29

54

17

100

72

17

11

25.4
100

29

55

16

100

73

17

10

3<).5
100

29

55

16

100

72

17

1

32.9
100

27

58

15

100

68

22

10

32.3
100

25

58

6

.9

100

70

. 20

10

32.9
100

24

59

6

9

100

72

18

9

37.9
100

22

63

7

7

100

74

17

8

(a) Excluding intra-EC trade

Note: This table presents total data for MFA-members and non-members
combined. The full listing of the trading partner countries in each
grouping may be found in COM.TEX/W/174, page 5.

Sources: COM.TEX/W/156 and 173
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(B) Imports, exports and balance of trade

59. In Table 11, data are presented for imports, exports and balance of
trade for textiles and for clothing showing developments in terms of current
US dollars for 1973, 1978 and 1980 to 1984 in the case of importing members
and to tne most recent data available in the case of the exporting members.

Importing members

60. Positive trade balances in textiles have been maintained over the past
decade by the EEC, Japan and Switzerland. In the EEC, exports have exceeded
imports in the 1981-1984 period by 16 per cent, on average, while in Japan
exports of textiles have exceeded imports by almost 300 per cent. The
figure for Switzerland is about 50 per cent. Textiles trade in the United
States produced a strong positive balance in 1980 which dropped sharply
in 1981-1982 and became an even greater negative balance by 1984. The trade
balance of Austria also reached positive levels for a short period,
1981-1983, but subsequently returned to a negative situation. The textile
trade balances of Canada, Finland, Norway and Sweden have been consistently
negative over the past decade.

61. In the clothing trade, all importing members except Finland have
experienced consistently negative trade balances. In the EEC the negative
balance declined between 1980 and 1984 as exports increased 7 per cent while
imports dropped 10 per cent. In the United States, the trade deficit grew
138 per cent between 1980-1984 as exports fell 31 per cent and imports
increased 109 per cent. The negative balance in Canada almost doubled
between 1980-1984 as exports fell while imports increased by 97 per cent.
The trade deficits of Austria, Norway, Japan and Switzerland fluctuated
during the 1980-1984 period but with little net change, while Sweden reduced
its deficit by 28 per cent as imports declined at a greater rate than
exports. Although remaining positive, Finland's trade balance fell
in 1982-1984 from the 1981 level on the basis of a 33 per cent decline in
exports while imports changed very little.

Exporting members

62. With respect to textiles trade, and based on the data in Table 11, no
single trend can be identified for the exporting members as almost the same
number have experienced consistently negative trade balances in textiles as
have maintained positive trade balances over the past decade. In addition,
no trends along geographical Unes or country groupings can be identified.

63. In the clothing trade, the vast majority of exporting members, for
which data are available, have maintained positive balances of trade.
However, within this group the levels of trade vary considerably and the
fluctuations in trade activity are often sharp.
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Trade in TextiLes end CLothing of the Membera of the Arrangement

1973 1978 1900 1901 1982 1SC3 1984 1973 1978 1900 1901 1982 1903 1984

1M a!xv 4,523 6,770 8.787 8,166 7.6B 7,4G0 7,719 1,452 3,167 4,37S 4,315 4.170 4,233 4,671
UV 2,546 5,383 8,077 6,606 6,276 6,229 6,320 P.146 5,582 9,003 8,4,5 8,06 7,66 8,0
hl 1,977 1,387 710 1,561 1,212 1,171 1,398 -6Yb -2,415 -4,629 -4,140 -3,836 -3,435 -3,418

th±ed Stau Mq, 1,220 2,127 3,457 3,446 2,635 Z2223 2,22b 252 632 1,055 1,102 849 765 723
lm 1,306 1,970 2,141 2,655 2,509 2,691 4,085 1,971 5,313 6,268 7,407 8,005 9,468 13,110
hi -86 157 1,316 791 126 468 -1,859 -1,709 -4,681 -5,212 -6,3D5 -7,16 -8,703 -12,386

29 2,392 31718 4,966 5,672 4,905 5,115 5,073 346 40 476 556 50 640 757
Jàpm àp 1,052 1,05I 1,236 1,2l0 1,312 1,182 1,611 547 1,061 1,323 1,493 1,518 1,246 1,596

Bia 1,340 2,660 3,731 4,392 3,59 3,933 3,462 -2 -601 -6 -937 -8 -05 -0

CuMada Vigb 148 152 262 326 286 260 310 90 52 87 102 102 gO 10
II 770 1,068 1,253 1,382 1,104 1,360 1,513 313 545 653 784 785 959 1,201
Ual -622 -896 -991 -1,056 -818 -1,10 -1,204 -223 -493 -567 -682 -683 69 -1,092

hAstrUà 8 440 770 1,034 1,052 1,000 874 827 151 374 557 509 Sl 496 480
Im 470 799 1,125 952 907 873 852 178 570 B53 696 70D 742 777
Bal -30 -29 -Y0 lOD 93 1 -25 -26 -197 -296 -187 -189 -245 -29B

rinimd E>p 66 113 187 164 159 143 151 193 399 657 697 5su 657 467
IEp 257 366 604 525 51 453 433 52 92 199 181 192 1I2 194
hl -191 -253 -417 -360 -340 -310 -2B2 Ul 307 458 515 396 276 273

IbNry ] étp 59 84 118 96 83 76 71 24 42 69 57 51 41 39
IUP 219 368 464 392 348 314 324 190 453 654 614 616 566 596
hi -160 -264 -346 -299 -265 -239 -253 -166 -411 -585 -557 -56S -525 -557

9.di FEM 180 267 387 349 310 322 335 122 mu 273 235 199 196 203
Zp 493 659 925 734 676 635 661 370 781 1,229 1,068 1,003 so1 919
ui -314 -422 -538 -385 -358 -313 -325 -24B -587 -95E' -834 -eo3 -6uS -,16

O.p 627 1,178 1,483 1,357 1,329 1,314 1,302 113 266 33Q 292 270 260 256
bp 502 790 1,103 918 856 8641 863 431 912 1,295 1,2D5 1,222 1,236 1,289
mil 125 398 381 439 473 474 439 -318 -646 -966 -91 -952 -976 -1,032
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TABLE 11 (Cont'd)

Trade ln TextiLes and CLothing of the Members of'the Arrangement

j 1973 1978 1980 1901 19 1983 1986 1973 1975 1980 1981 1982 1983 19t4

92
175
-84

224
113
112

4
176

-172

37
92

-55

90
17
73

424
80
343

92
31
61

63

58
78
78
70
S0

32
19

51
32
19

32
26
-4

4
13
-9

50
-49

178
250

-112

2b2
168
95

38
202

-164.

67
ISO
-83

71
205

-134

588
71

517

133
57
76

150
19

131

131
24
107

56
67
9

59
29
29

35
-34

147
286

-139

287
203
84

31
218

-186

63
163

-101

62
187

-125

616
67

549

107
55
52

144
25
119

140
26
114

17
-17

40
33
7

45
39
6

14
29

-15

2
48

-46

2,627
1,356
1,271

151
274

-123

28.9
190
99

36
171

-135

49
153

-104

73
67
6

46t

405

85
si
34

113
29
84

l8
-le

35
24
12

46
52

. 8

16
29

-13

45
-45

2.446
834

1,612
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244
23

113
129
-16

38
186

-148

24
53

-28
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60
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66
36
50

120
17

103
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10

100

26
-26

35
39
-5

43
43
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13
37

-24

29
-29

2,901
563

2,338
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932
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9

34
3
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3
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8
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18
3
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6
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6
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134
3
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15
5
10
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27
7
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3

3

27

27

27
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-15

22
12
10

14
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-6

7
3
4

4
5
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125
33
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2
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2

95

277
2
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29
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-124
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7
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15
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39
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13

4
4
40

31
19
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17
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3
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(C) Direction of trade

(a) Importing members

64. With respect to textiles, exchanges between the importing developed
members of the MFA declined from 60 per cent of total imports in 1973
to 50 per cent in 1984. The exporting members' share of textile imports
originating in developing members has increased regularly moving from 20 per
cent to 28 per cent over this period. In addition, textile imports from
China increased from 2 per cent of total imports in 1973 to 7 per cent
in 1984.

65. The shares of the various country groupings in total textile exports
from the importing developed members have fluctuated over the 1973-1984
period but with little net change. The main destination remAins the
developed members themselves accounting for over 40 per cent of total
exports. The second largest grouping is non-MFA members which received
about one-third of total exports over the period while the share of the
developing exporting members remained rather steady at between 16 and 19 per
cent.

66. In the clothing trade, the dominant source of imports was the
developing exporting members whose share of total imports increased from
46 per cent in 1973 to 53 per cent in 1984. Exchanges between the importing
developed members dropped from 32 to 20 per cent over the 1973-1984 period.
While non-MFA members have increased slightly and ETA members declined about
the same percentage, China has increased its share of total developed member
imports from 1 per cent in 1973 to 6 per cent in 1984.

67. As was the case with textile exports, the direction of clothing exports
fluctuated but did not change to any degree in the 1973-1984 period. By
1984 the area distribution of the developed importing members' exports was
virtually the same as in 1973.
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Table 12

Direction of Trade - Importing Members

Shares of Selected Country Groupings in Total Imports
and Exports of Textiles and Clothing (in per cent)

TEXTILES 1973 1978 1980 1981 1982 1983 1984

MFA members
Importing members 60 56 55 55 54 52 50

IMPORTS Exporting members
FROM Developing 20 23 23 24 25 26 28

ETA members 2 2 2 2 2 2 2
China 2 3 4 5 6 6 7

Non-MFA members 15 15 15 13 14 14 14

MFA members
Importing members 47 45 43 40 41 43 44

EXPORTS Exporting members
TO Developing 19 17 17 18 18 18 19

ETA members 4 4 3 2 2 3 2
China 0.6 1 2 3 2 1 2

Non-MFA members 30 33 35 37 36 35 32

CLOTHING

MEA members
Importing members 32 27 26 23 22 21 20

IMPORTS Exporting members
FROM Developing 46 51 49 52 52 51 53ETA members 4 4 3 3 2 2 2

China 1 1 3 4 5 6 6
Non-MFA members 16 17 18 18 19 19 18

MFA members
Importing members 71 69 67 62 65 67 70

EXPORTS Exporting members
Developing 9 8 9 9 9 9 8
ETA members 2 1 1 0.9 0.9 1 2
China n n n n n n n

Non-MFA members 18 21 23 28 25 22 20

n = negligible
Note: Data on the direction of trade for most individual member

countries, both importing and exporting, may be found in COM.TEX/42 and
COM.TEX/42/Add.l.

Source: UN Comtrade Data Bank
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III INDUSTRY RESPONSES TO MARKET FORCES

(a) Importing members

68. A number of importing members have identified developments in their
textiles and clothing markets which have had a direct impact on
manufacturers and in response to which a wide range of strategies have been
developed by the producers to maintain and improve efficiency and
competitiveness. Several members have reported that the recession in 1982
and a longer term reduction in consumer demand for clothing forced the
introduction of measures to lower operating expenses through reduced labour
costs, new production efficiencies and expansion into new markets.

69. A number of importing countries including Germany, Ireland, Japan and
Norway described the industries' efforts to develop new, specialized, or
high technology products as a means of overcoming the intense competition, in
traditional products. Specifically, in Germany, manufacturers have
diversified into product lines with high walue-added and have exploited new
fields of technology with increased production flexibility. In Ireland,
some major firms have restructured into smaller operating units while
rationalizing their product ranges to concentrate on specific segments of
the markets where a competitive edge can be maintained.

70. Japan has noted its loss of competitiveness in comparison to the newly-
industrialized countries in Asia, along with a stagnant situation in the
domestic demand for clothing. In response, producers have worked to
increase labour productivity through the development of new technologies,
worker training and an expanded product planning function. Also, Japanese
producers have concentrated on the development of non-clothing textiles such
as building materials using lighter and stronger man-made fibres. Norway
noted that its textiles sector had been traditionally characterized by low
productivity but improvements were being made through increased machinery
investment, training of personnel and marketing. This has contributed to a
considerable improvement in the value-added per man-year. A key element in
the programmes developed by Norwegian manufacturers involves product
specialization and the development of areas where Norway would have
comparative advantage. Specific areas identified include
technically-advanced textiles for use in the aquaculture industry,
fisheries, off-shore drilling, shipping and the medical sector.

71. Another response to increasing market competition developed by the
textiles and clothing producers is the improvement in product
differentiation through improved design, fashion and creativity. Italy
reported that wide-scale innovation had led to a substantial rate of growth
in all branches of the industries with particularly large growth in
synthetic fibres and linen. Creativity in fashion was cited as one of the
contributing factors. Sweden and Germany also stressed the importance for
their producers of improvements in product design and creativity as a means
of enhancing competitiveness.
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72. Faced with increased pressure in their domestic markets, several
importing members have identified efforts by their manufacturers to expand
their market base through export promotion. Denmark has been particularly
successful in its export marketing with about two-thirds of domestic
production being exported. In Norway, export orientation was reported to be
an increasingly important consideration in policy formation by businessmen.
Both Germany and Italy reported substantial improvements in the positions of
domestic producers from expanded export marketing schemes.

73. Faced with higher cost structures in their domestic markets, a number
of importing members have improved their competitiveness through outward
processing arrangements and through the establishment of facilities in other
countries. German producers are reported to have improved production casts
in some areas through the use of outward processing arrangements while
Greece, a recipient country in this programme, considered it to be of
substantial benefit in its industrial development efforts. Although
somewhat different in structure, Swedish producers have established about
sixty factories in other countries with lower operating costs as a means of
adjusting to the evolving trade patterns. Under this system, clothing
products are generally cut and prepared in Sweden and then sewn abroad into
the finished product.

(b) Exporting members

74. Exporting members also identified a number of approaches used by
manufacturers to expand output by improving their competitiveness and
adapting to rapidly changing market forces. Most countries referred to the
efforts of producers to improve the quality of their products by upgrading
the fabrics, training of staff and improvements in machinery and technology.
China identified efforts to improve quality concurrent with product
diversifcation and an expanded rôle for synthetics in the products being
manufactured. Singapore has connected its efforts to move up-market with
the publication of a trade magazine to promote Singapore fashion wear and
has expanded export marketing programmes. In Thailand, a substantial
downturn during the economic recession led textiles producers to cut
production and develop programmes to modernize machinery, upgrade quality
and improve overall efficiency. Korea's efforts to cope with increased
competition include diversification of their export markets and the
development of new markets in non-quota areas through either direct
commodity export or through plant exports.

75. In response to changing market conditions, Hungary has established
smaller enterprises in place of larger units thereby enhancing flexibility
and response to market changes. The industries' efforts in Guatemala
extended to education and training, export promotion and the encouragement
of outward processing traffic.
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1V GOVERNMMENT POLICIES AND MEASURES

Importing members

(1) Policies and objectives

(a) General industrial reorganization

76. Importing members identified a number of policy objectives which the
specific assistance measures were designed to meet. In the broadest terms,
the objectives were described as being intended to encourage and assist
structural adaptation by industry and its labour force to changes in their
operational environment. By this means, industrial structures were to be
strengthened, resources more efficiently allocated and competitiveness
enhanced. An important consideration often mentioned in this context was
the maintenance of regional economic balances within the country.

77. More specifically, Canada reported that its assistance programme was
not intended to be permanent but recognized that the domestic industries
would require assistance while they restructured towards more viable lines
of production. Canada's report stated that the adjustment programme was
broader than just textiles and clothing, having the goal of diversifying the
economic bases of regions heavily dependent on these industries and
providing new opportunities for workers affected by the restructuring
process. The EEC stated that its Commission followed a set of guidelines
aimed at ensuring that genuine restructuring and adaptation should be a
condition for the granting of public funds; that there should be no overall
increases in capacity for the most sensitive Droducts; and that all the
decisions taken were to be consistent.

78. The EEC Commission reviews proposals for aid submitted by member States
within the provisions of the Treaty of Rome which specifies that any such
aids which have an impact on competition or threaten to have an impact on
competition are incompatible with the objectives of the common market.

79. In Belgium, the restructuring programme has as its overall objective
the stabilization of employment in the textiles and clothing industries at a
minimum level of 100,000 jobs. In France, the government recognized that
the textiles and clothing industries were among the sectors most affected by
the 1981 social measures, particularly the rise in the index-linked minimum
wage, and accordingly extended temporary adjustment assistance to these
industries. The objective of industrial assistance in Greece is to
encourage regional development while Ireland's goal is the expansion of
employment in the manufacturing sector and the development of a strong
industrial base. The Netherlands government instituted a plan of action
for the textiles and clothing industries in 1983 with the objective of
supporting innovative investment in undertakings with proven viability. The
objectives identified in the United Kingdom comprise a labour policy to
minimize the effects of the reductions in employment levels and a regional
policy to assist areas with the most severe problems of persistent high
unemployment and structural weaknesses.
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80. The purposes of the temporary measures in Japan are the promotion of
modernization and knowledge intensification, particularly, for small- and
medium-sized producers. Japan provides assistance to industry to dispose of
surplus facilities in order to better balance the supply and demand
situation. Norway identified regional development as a principal objective
citing the fact that the bulk of these industries was located in remote
areas of that country. The objective reported by Sweden is to assist the
adjustment by companies into product areas where they can operate
competitively without future government support. Measures have also been
taken to ensure the supply of essential textiles in case Sweden should be
cut off from foreign sources. Conversely, the Federal Republic of Germany
reports that is has refused to influence the adjustment process in the
textiles and clothing industries with only general or regional aid being
available.

(b) Research and development

81. Most importing members commented that a vital function of adjustment
was the development of new products, processes and technologies. Industrial
adaptation and production efficiency were the result of research programmes
usually beyond the capabilities of individual small or medium-size
producers. The benefits of research through joint activity of manufacturers
or their associations were cited by the EEC, as a whole, plus Belgium and
France. Similarly, aids for joint projects in the areas of fashion, design,
export marketing, promotion and general knowledge of economic and business
affairs was provided by Denmark, Ireland, the Netherlands and Norway. The
programmes in Denmark and the Netherlands also extend to research into and
application of energy saving measures.

82. Aid programmes for joint research projects and individual company
activities using professional advisory services, consultancy services,
institutions and academic facilities were mentioned by Denmark, the
Netherlands, Ireland and the United Kingdom. The objectives cited included
expansion of knowledge in the areas of market conditions and opportunities
as well as product development.

83. Some specific research projects reported by the importing countries
include work in Japan towards the development of lighter and stronger
building materials using man-made fibres; projects in Norway involving new
textiles for the fishing and off-shore industries; and research projects in
the Netherlands into the clothing and knitted-goods sectors.

(c) Social and labour adaptation

84. Most members identified programmes to assist workers leaving the
textiles and clothing industries while some provided information on training
programmes to assist the remaining employees to adapt to changes in their
operational environment. Among the varied programmes designed to reduce the
impact of closures or employment reductions on workers, mobility
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assistance is available in Canada and Ireland while assistance in placement
outside these industries was also cited by Canada. Benefits for early
retirement are available in Canada and Belgium while assistance to
disadvantaged workers is covered by the EEC scheme.

85. Training programmes are widely available in the importing members with
Canada, Ireland, the United Kingdom, Japan and Norway reporting aids either
for training within the industries to keep pace with technology or
supplementary training to enhance the possibilities of gaining employment
outside textiles and clothing. Additional assistance is available to young
workers through schemes in the EEC and some member states, including the
Netherlands and the United Kingdom to provide vocational skills. To reduce
the number of redundancies, programmes have been implemented in Canada and
the United Kingdom to support short-time employment or work-sharing
measures.

(d) Regional policies

86. Importing members have reported that an important objective of their
economic policy is to promote regional balances within their countries.
Consequently adjustment assistance is provided under certain conditions to
assist areas described as backward, depressed, or in decline. Programmes
within this context were reported by the EEC, as a whole and member states,
Denmark, Germany, Greece, Ireland, the Netherlands and the United Kingdom.
In addition to this aspect, Austria and Germany identified special
programmes available to assist development or restructuring in frontier
areas while Norway identified aids available to remote regions. Canada
reported programmes to diversify the economic base of regions heavily
dependent on the textiles and clothing industries.

(2) Description of the programmes

87. The actual programmes devised to carry out the adjustment policies
cover a wide range of measures which may be broadly categorized as tax and
fiscal incentives and direct financial support.

88. Several importing members provide direct grants to projects including
aids to research institutions and consultancy firms as well as individual
firms in order to assist in the development of high-risk projects, energy
cost reduction measures and investment in new machinery or advanced
technology. In most cases the grants are available for a set percentage of
the total costs with the balance to be borne by the applicant firm. Another
widely used procedure is the state-guaranteed loan available for a number of
purposes including industrial restructuring or the establishment of new
facilities. Direct loans are also part of most assistance programmes, in
some cases at market rates but frequently with reduced interest rates or
special repayment terms. In many cases the loans cover only a certain
percentage of the project's total costs.
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89. While grants, direct loans and loan guarantees are features found in
most assistance programmes, other procedures applied include capital
participation through the acquisition of shares in Belgium and Ireland;
reductions or refunds of part of the social security payments by employers
in Norway and the Netherlands; tax allowances in Germany; accelerated
depreciation allowances and reductions in corporate tax in Austria; and
export market promotion in the Netherlands.

90. In the area of labour assistance, the measures applied include payments
or benefits to unemployed workers, wage subsidies for young workers,
specific subsidy payments for early retirement, finding new jobs,
work-sharing, and worker mobility. Training of both established and new
workers is subsidized under several programmes.

(3) The extent of assistance

91. Information with respect to the amount of financial assistance extended
by each of the importing countries varies considerably and is affected by
the type of measures applied. Direct grants and loans are generally more
easily quantified than loan guarantees or the various tax allowances. Also,
the approach adopted by the country in its report affects the completeness
of this section as some members have emphasized the policy aspects and the
measures adopted to a greater extent than their financial implications.

92. Canada reported that its Industrial Renewal Board, between October 1981
and December 1984 committed $195.6 million to adjustment assistance,
comprising 56 per cent to the textiles industry, and 32 per cent to the
clothing industry. In addition, $73 million was committed to the
diversification of firms to other areas of activity while $39.4 million was
disbursed in adjustment assistance to workers. Also, $51.4 million was
provided to textiles and clothing workers in the form of pre-retirement
benefits. The EEC noted that programmes under its European Regional
Development Fund have been primarily directed to infrastructure improvements
in declining regions. Under this programme productive investment to the
textiles and clothing industries were totally marginal in 1983 and 1984
accounting for 0.6 per cent and 0.1 per cent, respectively, of the Fund's
interventions. The European Social Fund, intended to assist labour
adjustment, allocated about 2 per cent of its expenditure to the textiles
and clothing industries in 1982 and 1983. With respect to the European
Investment Bank, the total value of loans extended by the Bank to the
textiles and leather sectors reached 53 million ECU in 1983 and
95.1 million ECU in 1984 representing 1 per cent and 1.6 per cent
respectively of its total loans.

93. Denmark provided extensive data on the financial implications of its
various assistance programmes. The major activities include regional
development loans at special terms from which the textiles and clothing
industries received DKr 26.4 million or 10 per cent of the total in 1983;
product development grants of which DKr 1.7 million, or 1.6 per cent, went
to the textiles and clothing industries in 1982; aids to service
institutions in 1984 amounted to DKr 2.9 million or 2 per cent of total
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disbursements. Other programmes required lesser amounts of financial
support. Within the programme of regional assistance to frontier and
disadvantaged areas in Germany, allocations to textiles and clothing
undertakings amounted to DM 8.4 million in 1982 and DM 20 million in 1983.
Additional subsidies to small- and medium-size firms to finance joint
research and development programmes reached DM 20.2 million in 1982 and
DM 22 million in 1983. Assistance for companies to develop a separate
research wage bill stood at DM 6.8 and DM 7.6 million over this period. In
ail cases, the level of public aid was stated to be of secondary importance
in the firms' overall financial commitments.

94. In the United Kingdom, during the five-year period April 1979 to
March 1984 textiles, clothing and footwear firms received assistance
totalling £284.6 million, comprising regional measures, modernization
schemes and research and development. Additional assistance for labour
adjustment includes a lump sum payment to unemployed workers of about ten
weeks pay.

95. In Norway the Regional Development Fund allocates loans, guarantees and
grants to develop industry in remote areas. In 1983, the textiles and
clothing industries received support to the extent of NOK 23 million or
2.5 per cent of the total loans and guarantees allocated plus NOK 10 million
for grants, representing 2.1 per cent of the total. Norway also maintains a
programme to refund part of the employers contribution to the social
security fund and in 1983 this programme allocated NOK 59 million to
textiles and clothing. A further programme of assistance to marketing,
product development and training allocated NOK 26 million to textiles and
clothing in 1985.

Exporting members

(1) Policies and objectives for industrial reorganization

(a) General

96. The programmes for policy guidelines of government assistance to the
textiles and clothing industries by exporting members may be categorized as
follows: (a) industrial development including research; (b) improvement of
conditions for labour; and (c) market development. The extent of aid
available and the comprehensiveness of the programmes vary considerably as a
function of the degree of development of the textiles and clothing
industries in each country and the emphasis placed on these industries as
compared to other industrial sectors in the exporting countries.

97. One of the main objectives of Turkey's current five-year plan is the
expansion of export orientation in textiles and clothing production.
Similarly, Peru and Thailand are concentrating on export development in
government assistance programmes citing the importance of exports in
economic development.
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98. Korea's national plan envisages a balanced development of heavy and
light industries within which textiles and clothing are expected to increase
modernization in the near future. The Philippines objectives include
modernization but also the increased production of fabrics for its clothing
industry. Jamaica is in the middle of a structural reorganization
programme aimed at transforming the economy from an import substitution
model to one which is export led. The clothing industry has been identified
as a priority area.

99. India announced a new policy in June 1985 with the main objective of
increasing the production of quality cloth at reasonable prices to meet the
requirements of a growing population particularly through expansion of the
handloom sector. Hungary's policies are influenced by its balance of
payments situation which has required certain restrictions to be applied.

100. In Poland, while no specific measures have been developed for the
textiles and clothing industries, special consideration is extended to
products of high social priority such as children's apparel in the lover
price ranges and protective clothing for industrial workers. In Guatemala,
legislation encourages enterprises which are less competitive
internationally to adjust into other sectors of the economy. The policy
goals reported by Peru emphasized vertical integration of factories and
modernization of firms producing finished fabrics, made-up articles and spun
goods.

101. In contrast to the development and adjustment programmes reported in
some countries, others stressed the policy of non-intervention in these
industries or the de-emphasis of support for the textiles and clothing
industries in favour of expansion in other sectors. Specifically, Hong Kong
stressed that it maintains no protection or subsidization of industry beyond
the provision of infrastructure facilities. Also, Singapore has no specific
government programmes for the textiles and clothing industries although a
general industrial restructuring policy was in effect from 1979 to 1981.
Macao has undertaken a policy of industrial diversification to lessen the
traditional dependence on textiles and clothing. While several benefits are
available for industrial projects in Macao, participation of the textiles
and clothing industries is discouraged by the exclusion of new firms from
free quota allocation for a period of three years. In Thailand, to deal
with over-capacity in certain areas, the government has temporarily banned
the establishment of some types of textiles-related industries such as
synthetic fibre spinning, weaving and finishing.

(b) Social and labour adaptation

102. An important function of the modernization and automation of firms is
the concurrent development of the skills of the workers. Singapore and
Guatemala provide aids to manpower training and re-training while Poland
stressed the importance of social policies including labour safety standards
and the shortened work time, particularly in view of the high percentage of
women workers in the textiles and clothing industries.
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(c) Market development

103. Export market development has been cited as an important policy
consideration by several of the members. Programmes to enhance the product
marketability are maintained in the Philippines where product quality and
specialization are stressed; in Korea design and fashion centres have been
developed for this purpose; while Thailand entourages export expansion
through tax benefits and financial aids. Bath Turkey and Peru also report
the provision of export orientation in their assistance policies.



COM.TEX/W/177
Page 49

V MARKET ACCESS

(a) Other information on market access

104. The importing members have generally reported that imports have
achieved an increased percentage of their domestic markets during the 1980s
while the exporting members have identified a number of liberalizing
measures which they have implemented to open their markets to imported.

105. Austria reported that its import regime remained very liberal as
indicated by a 350 per cent increase in clothing imports in the last decade.
The EEC, which reported that it maintained bilateral agreements with
twenty-six countries, also experienced an increase in import penetration
reaching 42 per cent for textiles and clothing combined, in 1982. Greece
identified a progressive liberalization of tariff and paratariff obstacles
since its accession to the EEC with imports increasing 4.5 times for
textiles and almost eight times for clothing since 1980. Progressive
increases in import penetration were also reported by Denmark, Italy and the
United Kingdom.

106. Norway reported that its return to the MFA in 1984 after maintaining
import quotas under Article XIX was considered a liberalizing step. Also,
it was noted that Norway maintained very few restrictions on textile
products. Sweden stated that the share of its domestic clothing market held
by imports had risen from 63 per cent in 1976 to 85 per cent in 1984. Japan
reported that ît maintains no restraint measures under the MFA; its tariff
rates are considered to be comparatively low; and it has advanced the
implementation of tariff reductions.

107. Among exporting members, Hong Kong, Macao and Singapore reported that
they maintained no import restrictions on textiles and clething. Korea
identified liberalizing measures on a number of clothing categories while
India reported that steps had been taken to liberalize the imports of
synthetic fibres and filament yarns as well as textiles machinery. Both
Poland and Guatemala indicated that the liberalization of their import
régimes was limited by the difficult foreign exchange situations.

(b) Evolution of restrictions under the MFA

108. The Textiles Surveillance Body has submitted four reports on the
operation of MFA III: in December 1982, December 1983, October 1984 and
November 1985. An examination of these reports can provide an indication of
the extent to which the restrictions maintained under MFA III have evolved
since 1981.

109. In its first report under MFA III in December 1982, the TSB did not
make any overall assessment of trends in the operation of the Arrangements
as the number and range of new agreements reviewed up to that point were too
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small to permit conclusions to be drawn. In its second report in
December 1983, however, the TSB reviewed all notifications made2during 1982
and up to 9 November 1983. In general terms, the TSB commented that the
overall picture was one of somewhat more severe implementation of the
Arrangement since the coming into force of the 1981 Protocol of Extension.
In this regard, the TSB cited more frequent recourse to unilateral measures
under Article 3; the introduction of new bilateral agreements with
countries previously not restrained; an increase in the coverage in terms
of products under restraint; an increase in the frequency of growth and
flexibility at levels lower than those set out in Annex B and a few cases of
no growth or no flexibility being granted; and increased restrictions in
agreements concluded with large suppliers.

110. The third report by the Textiles Surveillance Body was for the major
review of the operation of the MFA and covered the complete period from
1 January 1982 to 3 August 1984. This would, in some respects, duplicate
the period covered in the previous paragraph; however, the findings of the
major review took a more generalized overview of the operations of the MEA
which complement3the earlier and more specific findings. In October 1984
the TSB reported that restraints had been applied almost exclusively to
products from developing countries and restraints under MFA III were more
extensive and frequently more restrictive with extensive invocation of
'exceptional circumstances" or the need to maintain minimum viable
production. The MFA recognized the need the developing countries to receive
special treatment, however, the brunt of the more severe application of the
MFA had been borne by the exporting countries. While the TSB perceived some
progress in the orderly development of trade and some increase in the export
earnings of developing countries, nevertheless, little or no headway has
been achieved in the reduction of barriers to trade or in the progressive
liberalization of world trade.

111. The fourth report provided information on activities of the TSB during
the period August 1984 to October 1985. It will be noted that the total
number of measures reviewed by the Body in the most recent period was
substantially higher than in earlier periods which consisted mainly of
modifications to bilateral agreements and unilateral measures under
Article 3.

Period: 1 Jan. 1982 to 3 Aug. 1984 Period: 3 Aug. 1984 to 9 Oct. 1985
(31 months) (14 months)

Article 3 measures: 15 Article 3 measures: 16
Article 4 notifications: 113 Article 4 notifications: 93

comprising 82 agreements comprising 25 agreements
29 modifications 64 modifications
2 extensions 4 extensions

¹COM.TEX/SB/811, paragraph 3

²COM.TEX/SB/900, paragraph 162.

³COM.TEX/SB/984 paragraph 7.12.

4COM.TEX/SB/1116.


