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CANADA

1, Apparent Canadian Market for Clothing

Apparent Canadian Market for Clothing

Basis '000 Garments

1979 1980 1981 1982 1083 1984 1985 1986

Domestic shipments 360,570 378,082 372,876 333,154 338,232 339,718 336,181 364,843

Exports 3,168 5,109 4,383 606 4,426 4,997 5,135 6,200
Net domestic

shipments 357,402 373,873 368,493 328,548 333,806 334,721 331,066 348,003
Total imports 138,634 137,577 160,784 159,750 200,345 234,652 243,101 206,901
Apparent. Canadian

markets H96,036  H11,450 520,277 488,298 534,151 569,173 574,167 625,504

Share of apparent Canadian market (%)
Net. domestic

shipment (%) 7 11 n 6/ 62 59 ho 57
Total imports (%) 8 21 10 33 38 W] L2 a3

[T. Product Diversification and New Product Development

The textile industry is actively pursuing all avenues in order to
lessen its dependence on apparei textiles and those textile products
(e.g. bed sheets, towels, otc.) that are subject to significant. low-wage
competition., The greater prospects for growth Jie in the area of industrial
fabrics. Here, the development of new high performance fabrics and advances
in non-woven technologies are resulting in a host of products which either
fill new needs or displace other more expensive non-textile products.
EFxamples include gea-textile products used in civil enginecering (e.g. soil
erosion, road beds, roofing), fibreglass textiles used in laminations, new
composite materials with applications in such industries as electronics and
boat construction, netting for camouflage and wind screens, body armour,
shade cloths, disposable non-wovens, and aircraft and automotive upholstery,

This type of an adjustment is a logical response to the changing
business environment facing the textile industry, and is taking place on a
steady ongoing basis.
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IT]. Now Textile and Clothing Lmport Policy

On 30 July 1986, Canada announced a new textile and clothing import
policv. The announcement of this policy, as well as background
informat ion, are to be found below.

As recommended in a 1985 report by the Textile and Clothing Board,
Canada pursued international negotiations for renewal of the Multifibre
Arrangement bevond its 31 July 1986 expirv. The Government also intended to
renegot iate and extend the bilateral restraint arrangements which are in
place in these sectors with twentv-tive low cost supplving countries,

In outlining Canadian objectives for these negotiations, the Minister
for Regional Industrial Expansion noted that the policies in force for the
past. five vears had been inadequate and that low-cost clothing imports had
been increasing at a rate of 1l per cent a vear as compared to annual market
growth of only 2.3 per cent.

The Minister said that Canada could not hide from the realities of
international competition in these or any other sectors, and that it should
ensure a more moderate pace of import growth which is consistent with
orderly adjustment process.

The Minister noted that, during 1983 and 1984, the growth in imports of
low-cost c¢lothing was 26 and 15 per cent respectively. He said that this
had confounded the adjustment process and that the industry must be provided

with a more stable climate in which to plan and invest for the future.

While ensuring a more effective contrel over imports, the new
Government policy will alse take account of the special economic problems of
the less developed countries.  The Minister for International Trade said
that many of the world's poorest nations looked toward the clothing industry
as a major stepping-stone to development, and that it would be morally wrong
t.o deny them continued access to the Canadian market.. While imports from
such countries had increased rapidly in recent vears, more than half of
Canada's clothing imports still came from only three sources - Hong Kong,
Korea and Taiwan.

Included in the Government's new policy was a duty remission programme
designed to increase the competitiveness of domestic shivt manufacturers.
The Minister for International Trade noted that this programme was an
innovative pitot project and that it recognized that quotas could not be the
only answer and that Canada must strike out in new Jirections if longer term
solutions were to be found,

The Government. also intended to upgrade inspection procedures on the
fibre content of imports, to initiate a full review of countrv-of-origin
labelling regulations and to seck controls on imports of garments made from
vegetable fibres, such as ramie, which were not covered by Canada's current
bilateral agreements,
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BACKGROUNDER

Textiles and Clothing: Two Vital Industries

The textile and clothing industries together account fcr
almost 10% of Canada's manufacturing workforce. Their net
domestic shipments in 1085 totalled §10 billion.

t 0% of empleoyment in the Iindustries is concentrated in
cec and Cntario. Tbe clotﬁing industry tends to be

r i About 72% of clothing jebs in
Ln Montreal, with about 73% of
Kitchener, Hamilton and Lendon.
itutes nearly 7% of total
B ad ;ie industry is a major
wnunlities in Quebec and Ontario,
25 such as Nova Scotia.

drfferent. In the
w-CUSY Lmpcris de oniz
cn and cnly abcur Ti o:
tlateral urmport
hewever, the high
dvantege Lo low-wage
imary f-cus cf Canade's
2 iergest cussomer Ior
n S nave a stake in
ME: ing industry. Ahoun 4%
cwut L5 oprarel-related.
The 1981-85 Zxpericnces A _Declining Market Share
he clcoehing industry has been Losing
rmperts.  There wnports have captured alnost
recevery since the 1982 recession, while
heve remained significantly below thelr
As o result, the Canadian clething industry has seen 1ts
share of the domestic market decline, on a unit volume
asis, from 69% in 1941 to £79 in 19ES.
While azccurate employment statistics in these sectors are
clusive, the Textile and Clothing Board has evstimated that
the import growth may have cost as many as 15,000 Canadian

jebs since 1981,
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"he average growth rate for low-cost imports, on a unit
volume basis, has been 11% a year since 198l1. This ceompares
with an estimated annual market growth of only 2.3%.

The import pattern has alsc been highly erratic, with
dramatic surges in low-ccst Imports of 26% in 1983 and 15%
in 1984. Although the growth rate in 1985 moderated to less
than 2%, this was added to the large import volumes which
had been bullt up in the wwo zreceding years.

Government Support for the Industries

~

~ uanadlan Jobs Stravegy Program also
crcvides a new thrust to labour and ccrmunity adjustment in
these and cther sectors.

U Bt
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s' problems have occurred in spite of consider-
nt support, including financial assistance,
and the guota regime.
adlan Industrial Renewal 8card (JIEB), scrme
nas bteen ccmmrtted in direct industry
ascistance. This will help to support mere
cn in industry ilnvestment. Artcut $300 millicn
devoted since 1928l to varicus labour and
ustment programs i1n these sectors.
leted i1ts Zive- yea:.mandate at the end of
fter reaching almost all viable f£irms in the
Ustry assistance continues to be availeable
ustrial and Regional Development (IRDP)
$4
-

Textlile and clothing tariff rates in Canada are nearly
triple those ZIcr the entire manufacturing sector. Average
rates are about 13% on yarns, 21.5% on fabrics and 24% on
clothing, compared with 8.5% for manuifactured goods as a
whole.

Quota protection for these sectors has been in place in
various forms for more than two decades. Under the
international Multi~Fipbre Arrangement (MFA), Canada
currently has restraint arrangements with 25 countries
covering 82% of all clothing imports. Unrestrained low-cost
imports (8% of the total), are also closely monitored
through an import permit system, and new restraints are
negotiated when such imports cause disruption in the market.
Developed countries, which are not restrained, account for
only 10% of total imports.
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Factors in Recent Import Growth

The recent low-cost import growth has occurred in spite of
the extensive network of bilateral restraints. It has come
from several directions:

. from the three dominant suppliers - Hong Kong,
Korea and Taiwan = who account for 51% of total
imports:

. from China, which has moved to a c¢lose fourth

position with 12% of total imports;

. from other established exporters such as India
and the ASEAN countries; and

. frcm newer antrants such es Indonesia,
Eangladesh and ZBrazil,

The reescns that such nigh import yrowth has teen possible
cunder the existing regime lie in the nature c¢f the bilateral
arrangements negotiated in 19E1,
Import gueotas undaer these arrangements were underutilized in
the 1982 recession but were rapidly filled in 1983 -- the
so-called "overhang" problem. This was ccmpounded by the
intrinsic growth rates and by £lexibility provisions which
allew quotas to be berrowed from one year to another.
A range of new supplying countries has also emerged since
1981. As new restraints were negotiated with these
countries, new imports were added to those from established
sources.,

55

"inally, there has been import growth in clothing items not
covered by the MFA, parciculerly those made from a vegetable
fibre known as ramie. VWhile non-MFA clothing (including
handicraft) accounted for only 4% of total 1985 imports,
there has been a fivefold increase since 1981.

We Are At A Policy Crossroads

Both the MFA and Canada's existing bilateral agreements are
up for renewal this year, presenting an ideal opportunity to
address the problems of the 1981 reyime.
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Canada is not alone in seeking improvementsg to the MPA.

The U.S. has witnessed even higher import growth than Canada
and also intends to address this problem through inter-
national ﬁegotiauions. The EC has experienced significantly
lower import growth rates than Canada or the U.S. during the
1980s. However, it 15 also determined to maintain an
effective restraint regime in these sectors.

In looking for an internaticnal solution, the Governmaent
has rejected the unilateral approach of imposing global
quotas in order to freeze or roll back the lavel of
imports. Such gqueotas can be apglied as temporary energency

measures under Article XIX of the GATT. However, this would
reguire that Canada withdraw frcm the accepted lwter“ablo“al
framework for textile and clething trade under cthe MFA., It
would excose Canacda, under the rules of the CATT, wc demands
Szr comrensacicn Sr tO gessizle retalliation by cur trading
cartners, 14 wcoculd also increase the turden cn Canadlian
zcnsumers and regresent a cackward step Ln oterms oI
Izstering industry adjustment Lo Lnternaticnael conmpeniticn,
In 123 interim repcort published in June 1383, the Textlle
and Clecthing Beoard (7C2) had reccmmended that Canacda 1mzose
a slcbal guota cn clicthing lmports. On completinu lws Zull
inguiry, however, the Board recognized the serious
disacvantages of this apsroach and that it would, in any
avent, oifer only a tempcrary solution. In its £inal
repcrt, opublished in December 1985, the 7C3 focussed cn
findinc lenger <«erm scluticns tihrough renewal of the MFA and
rernegotiation cf Canacda's bilateral restralnt agreements.

Neqgotiating A More Effective Restraint Regime

hese international negotiaticns, the Government
three main objectives:

. a substantial moderation in the import growth
rate. The 1ll% annual growth experienced under
the 1981 policy can not be sustained in a market
growing by cnly 2% per year.

. a better control over import surges. The
expericnce of 1983 and 1984 was particularly
disruptive and was not conducive to an orderly
adjustment process.
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. a differentiation between the dominant, newly
industrialized suppliers and the smaller, newer
entrants., It is essential that those in the
latter greup, many of whom are among the world's
poorest countries, be allowed continued
expansion in their market access.

Duty Remission

Based on proposals put forward by the industry, the Governw
ment is also implementing a duty remission program for
taileored collar shirts. The program will enable domestic
shirt manufacturers to import, duty~free, product lines
which will complement their own domestic output. This will
enable them to raticnalize their operations and become more

W e
\_uA\./ SRRy l\v .

v
3
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0

b

c gualify, a manuiacmurer must maintain the value anc
volume of production aztained in 1984. The duty remissicn
fermuola also includes an Lncentive to use domestic farbrics:

cne shi can be imported duty-free for each

y= 4
shirt made in Canada with domestic fabrics.

. remission of three-quarters of the duty will be
grantnc fcr each shirt made from imported
unfinisnhed fabrics.

. duty remission will be reduced to cne-half for
lrt or

ocduced f:om imported finished
fabrics.

Additional Policy Measures

-

A number of other steps are ailso being taken:
. a prempt respcnse when new unrestrained imports
disrupt the marlet. dore than 30 new restraints
have already been negotiated since Septembor

1984,

. tighter border ccntrols through increased
laboratory testing «f the fibre content in
imports. This will ensure that goods are not
falsely declared i1n an effort to evade guotas,
tariffs or lakelling regulations.
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a review of country-of-origin labelling
requirements. Canadian consumers have a right
to be able to distinguish adequately between
domestic and imported goods.

the establishment of Sectoral Advisory Groups on
International Trade (SAGITs) for both textiles
and clothing. The Govermment is working closely
with industry representatives on both the MFA
negotiations and the renewal of Canada's
bilateral agreements.

Balancing Interests

In acting to preserve textile and clecthing jobs, we cannot
lcse sight of the fact that there is a significant cost
involved for Canadian cconsumers. The Textile and Clethlng
Zcard estimates that the ccst of guctas alcne, not including
—ariffs, 1s between S$S3C0 and $350 million per year. That
translates to a ccst of atcut $60 each year for a family of
Zfour.

Wer can we forget that trade i1s a two-way street. Many
countries that supply us with textiles and clothing are also
impcrtant markets for Canadian exports.

The economic plight of the developing countries must also be
considered. These countries have a right to improve their
eccncmic circumstances and, in many cases, the labour-
intensive clothing sector offers one of the few ocpportuni-
ties to generate industrial jobs and to earn badly needed
fcreign exchange.

There are no simple or cost-free solutions, and many
conflicting interests must be balanced. In doing so,
however, this Government is committea to maintaining a
viable level of textile and clothing production in Canada
and to ensuring that these industries have a more stable and
secure environment in which to plan their future.
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APPENDIY A
COUNTRIES COVERED BY CANADA'S CURRENT
TEXTILE AND CLOTHING RESTRAINT REGIME
1985 Clothing Imports

Country Units Value
" (C00"s) ($0007s)
Hong Kong 46,231 293,627
Taiwan Textlle Federation 43,600 231,432
Korea 33,958 254,717
P.R. China 31,766 131,244
India 10,560 61,632
Indonesia 8,307 24,026
Philiprines 5,847 24,041
Thalland 6,324 27,115
Malaysia 5,038 20,891
Pakistan 3,613 8,170
Brazil 3,353 10,302
Bangladesh 2,990 8,258
Romania 2,458 17,108
Sri Lanka 2,280 8,206
Singapore 2,158 12,562
Mauritius 1,408 6:253
Macao 1,227 8,489
Poland 1,181 6,121
Turkey 1,176 5,793
Bulgaria 877 7,320
Maldives 514 1,826
Vietnam 400 1,289
Hungary 320 2,910
. Czechoslovakia 166 1,686
Uruguay (worsted fabric only) N/A N/A

Product coverage under the existing bilateral restraint
arrangements varies from relatively comprehensive coverage
for the major suppliers such as Hong Kong, Taiwan, Korea and
China, to only single-product coverage in a few instances
(e.g. pants from Turkey, fine suits from Hungary).
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An import permit reguirement applies to clothing from all
sources, restrained or unrestrained, and provides a basis
for constant monitoring of import increases which might be
disruptive to the Canadian market.

Since September 1984, Canada has negotiated new restraint
arrangements with Bangladesh, Turkey and Maldives as well as
unilaterally imposing a quota on imports of tailored-collar
shirts from Vietnam. In addition, negotiations have been
concluded to expand the product coverage of restraint
arrangements with Bulgaria, China, Indonesia, Malaysia,
Mauritius, Pakistan, Singapore, Sri Lanka and Thailand.
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APPENDIX B

THE MOLTI-FPIBRE ARRANGEMENT

The Multi-Fibre Arrangement (MFA) is negotiated under the
GATT and provides an international legal framework governing
trade in the textile and clothing sectors. The MFA was
originally negotiated in 1974 and replaced previous
arrangements on cotton textiles which had been in effect
since 1961.

Since 1974, the MFA has been renewed twice (in 1977 and
1981), with relatively minor adjustments. The Arrangement
currently extends to July 31, 1986 and negotiations on its
future are ncw underway 1In the CGATT Textiles Committee.
Over IO countries are signatories to the MFA, including
almcst all majer textile experting and importing nations.
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Under the MFA, more favourable treatment is provided for new
entrants, small suppliers and cotton producers. Flexibility
in this area has been constrained, however, by the fact that
restraint levels must also respect the established
performance of the large traditional suppliers.
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Negotiation of bilateral restraint arrangements under the
MFA can be undertaken only where there is evidence that
imports are causing or threatening disruption in the market
of the importing country. All requests for’ consultations
and the agreements reached, or unilateral actions taken,-are
reviewed by the Textiles Surveillance Body in Geneva.

The MFA applies only to textile and clothing products that
consist wholly or mainly of cotton, wool or wman-made Zibres.

The arrangement does not include handicraft items or these
products consisting mainly of silk, linen or ramie.
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MACAU

L. Covernment Measures

The measures taken by the Government to promote industrial
diversification in Macau and to lessen the economy's dependence on textiles
are various and apply to a wide range of industries other than textiles.

Two basic criteria govern the granting of official support to
industrial prouducts., The major and foremost, are the advantages that their
implementation may bring to the economy of the Territory and, secondly,
their contribution to the Government's policy of industrial diversification.

Despite the above, the Government's support with regard to exports
promotion and professional training continues to be partly at the textile
industry.

However, it should be noted that the bulk of the financial assistance
provided for these activities is supplied by the FDIC (in English,
Industrial Development and Marketing Fund) which, in turn, is entirely paid
by the industries themselves, as the Fund is financed with monies from
levies on textile exports under quota.

I[T. Technological Developments and Innovations

Technological developments and innovations introduced to increase the
textile and clothing industries' productivity:

(a) purchase by the industries concerned of more modern equipment for
weaving, spinning and dyeing of cotton and synthetic yarn;

(b) easier access to various laboratorial facilities in Macau and Hong Kong
for running of textiles and clothing quality control tests;

(¢} training programmes for current or tuture textile industry workers,
namelv in the area in the areas of fashion design, tailoring and fashioning,
maintenance of equipment, etc;

(d) introduction of CAD CAM equipment in the CADT {in English, Industrial
Training and Development Centre) in the near future, providing access to
computer technologyv in the textiles sector on a wider scale, and enabling
the carrying out of training courses and the supply of services to companies
in this specific and sophisticated area.
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PERY

AUTONOMOUS ADJUSTMENT PROCESS IN THE TEXTILE SECTOR

T. Production

Qutput of the textiles sector as a whole represented on average
10 per cent of the value of total output of the manufacturing sector of Peru
between 1978 and 1984, with a peak of 11.4 per cent of that total in 1980,

While in local currency the total value of manufacturing output
increased gradually trom vear to vear, in dollar terms it fluctuated due to
the exchange-rate policy of dailv mini-devaluations of the currency during
the last vears of the period 1978-84.

As with the fluctuating performance of all industeial branches, the
textiies sector, and within that sector textiles proper, attained their
highest growth rate during 1984, with a growth c¢f 606 per cent over 1983, in
which vear there had been a drop of almest 20 per cent from the 1982 level,

The upturn in output in 1984 may partlvy be explained by the adoption of
provisiens suspending imports of ten textiles items in order to overcome
balance-ot-pavments preblems.

The rise in output of the textiies sochor was basicaily Lhe result of
prowth of such branches as spun and woven products, that generate relatively
Tew value added and arve prinarily intended Yor export,  On average, spinning
and weaving account for 80 per cent of textiics production,

Clothing output, which accounts for 20 por cent of textiles-sector
production, also fluctuated during the pericd booween U798 and 1984,

In paralle! with the growth recorded, textiles undertakings had Lo tace
an inflation rate of 111.5 per cent, rogether with 4 heavy vax burden ard
high interest rates which considerably increased their financial coste,

The data for the gross value of output for the vears 15835 and 1986 are
crirrently being processed;  for those vears phvsical-volume produact ion
indices with a base vear of 1979 are available. The iadex {or the textiles
sector as a whole stood at 1131 per cent for 1685, and in the case of
textiles, the index for 1986 stood at 110.6 per cent.

he Value Added

The textiles scctor on average accounted for 11.5 per cent of the value
added of manufacturing output in the period 1978-1984.

In 1984, while the value added of the manufacturing sector rose by
17.1 per cent, in the textiles sector the growth over the previcus yearv was

: .

6l per cent,
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In the generation of value added the structure is similar to that of
production, with textiles accounting for the most value added because cf
their larger volume of production.

IIT. Investment

The textiles sector as a whole accounted for 15 per cent of total
investment in the manufacturing sector in 1984, Textiles absorbed the
highest percentage, 13.1 per cent of total investment in manufacturing in
1984. Although the textiles figure is quite high compared with investment
in clothing (1.8 per cent in 1984), as from 1980 its share in total
investment declined clearly: in 1980 investment in textiles amounted to
28 per cent of total manufacturing investment. Within the textiles sector
spinning and weaving accounted for 82 per cent.

The levels of investment in clothing have fluctuated, with a high in
1982 and a low in 1983 of 2.1 per cent and 0.3 per cent of total
manufacturing investment, respectively.

[nvestment in machinery and equipment for spinning and weaving
represented 74 per cent of total investment in the textiles sector during
1984; clothing accounted for 5.6 per cent on average in the period
1978-1984.
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