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CANADA

1. ApparentlyCanadian Market for Clothing

Apparent Canadian Market for Clothing

Basis '000 Garments

11.Product Diversification and New Product. DeveIopmentThe textile industry is actively
lessen its dependence onaparel texte
(e.g. bed sheets, towels, etc. )

ivel.v
iVl! I '' J)IursU i ng a 1. WMlV LIUS ill C1rle l t O

tLxt: i eus and those t.ext. i Le products
t hat. are? subject to sign if ic;Int. lOW-wage

compnptition. The greater prospects for growth .lie in the area of irdiistria
Fabr ics. IIe re , th11c! devel..opmec.lm:.nt o i eW hLigh rformanc:e fab r i Cs and( ad(Iva1nceus
in non-woven t.echno.logies are resullit:ng in a host of products which e itther

1.i ll rnew lle(!els or d isp lace Ot.llh lfl()re expense ive non - t:c.xt: i.tLe productt.
Examples inc lude gea-text ile pr-iduc:t:s used in civil. engirlnerring (e.g. soil
eros ion, road beds, roofingy, f i breg Lass text. i les uSed in lami nat. ions, IllW
composite matertrials with appliciations in such intiustries as eletronics
boat construction, net t ing for camoutflage and wind screens , bedy armour.

shade cloths, disposable non-wovens, and a aircraft and autometive upholstery.

This type of an adjustment. is a logical response to the changing
business environment facing the text: industry and is taking place on a

steady ongoing basis.

1979 1980 1981 1982 L983 l984 1985 1986

Domestic shipments 360,5/0 :178 ,98Z 37 6,376 333,154 338,232 339,118 336, 181 '164,833
Exports 3,168 5,109 4,3833 'I,606 Is,426 4,99/I 5,135 6, 40
Net domestic

shipments 3) / ,402 3/3 ,873 368 ,I93 328 ,548 333,806 334 , 1/2 1 33 I , 046365(8.603'
TotalI imports L138,634I131,5/7 160, /04 159,1/50 200,345 234 ,|I52 .23,101 7266,90 1

Apparent. anmmd ian
mavrkvUts 506,036 ',5 1,450 52.,)17 488.298 534,L'51 569, 1/3 I/4,14/ls7 025,50

Sharre of apparent. Canad iannnrkvt: ( )
Nel. domest: ic

shipment (9I) // 62 59 59 5/
Total imports (c) 28 21 30 33 38 I14I
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11.1 . New Textile and CIothing Impport Policy

On 30 JuIy 1986, (Canadla announced a now textile and clothing import.
policy.Theannouncementofthis iof thii s po.l icv, as well. as background
inlformation, are to befound below.

As recommendedd in a 1985 report. by the Textileand Clothing Board,
Canada pursued international negotiations for renewa l of the Multifibre
Ar rangmenei t beyond its 31 .July 1 986 expiry. The Govermenalso intended to
renegotiate and extendthe bilateral restraint arrangements Which are in

place inthesesectorswith twenty-f with twenyfive low csts[(-W ISupply ing counit.L ies.

In ottl ingin (C;anadi an objectives for these negot. tatiotls, thlle lMinist.er
T r Reg i oll.I I1lliSt. l i a ExpanssiSon not.( (I t.lhat. the po I i cies i n force for the
p st. f iV(e Vyea rs had been i nadequateandlow-cost. (clothing imports had

been incresingatarateofilll per cent. ayear as compared to annual. market.
growth of only 2.3 per cent.

The Mrinister sad that. Canada could not hide from the realities of
International competition in these or any other sectors, and that it should
ns!lurIea more moderat e: pace of imlport growth which is conllsistent. with
orderlyadjustment process.

The Minister noted that , during 1983 and 1984, the growth in imports of
low-cost: c tot-liing was 26 and 15 per cent. respectively. Hle said that. this
hlad confounded t:he adjustments: process and that the industry miuist. be provided
with a more staIl.e C I inmate in which to plian and invest. for t.he future.

Wh il. ensuITing a mzlore el fect:iVe control over imports the new
Coverniment. 0oilicv wi.II. also take account.: of Lth spec i al. economic problems of
the less doeve l oped coluntries Tim Minister for International Trade said
that many of tie worlds poorest. nations looked toward the clothing indlustry
as aI I1ajor st.opp ing-st:ote t:o (love lopment, and that: it: would be mnora.1 Iv wrong
t.o (1dr.1 tIle:" con t. Inued access.C)t; he Canadian mar ket. . Wh i .l e( irnports from
soc coun t.l 0i5 hadl inc roasod rap idllIy .i1 llreent years , more t. han hl. f of
Canada, s c i othigr ilgimport.s St i I.1 ca)me f l-1oll V tilt-hre souX-c.'S - 1IloIg Kon1g
Koreaat-t'; Ta i wan.

InclIde(d iii t.le (;Goornmen t. 's nloW policy was a (jut.v remi ss ion programme
dos i igned t.o inc rease t:ho compot: it: ivonle-sSs of domestic c sh i.tshirt. anufact'.ure rs.
Tlie Millister for Intertlat. i.onIa'Trade noted that this programme was an
ililV;lt.iVty p iLCOt. p)rojt'Ct. and that. it. i.cOL-griiZ.'ed tla t. utaS 'Coui1d riot be. the
0111% aIriswe r andll thil.t. C;anada must. st. rik, out. in new '.1idirect ionis if longer torm
so llt ionls were t 0 be found.

I 110overnm.nIont. aIlso i lnt nded t.0o upgrade i nspoc t iopp ro(edu res on thle
fibroi o(lt ('llt. of imlport.s , t.o in it. ilat.AC ;11 I review of count-,ry-of-or ig in
la el.li ng reguIlat i ons ar.d t.o -seek con t.ro.1s on imraport s of garment: s madle Ifrolml
vlget`.aI! f iibres,s9uch as ramtoie, wh ich ere not: Ccove red by Canada ' s current:
b) i lat eral agremnlolt s,
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BACKGROUNDER

Textiles and Clothing: Two Vital Iridustries

The textile and clothing industries together account for
almost 10% of Canada's manufacturing workforce. Their net
domestic shipments in 1985 totalled $10 billion,

About 80%of emplymentin the industries is concentrated in
Quebec and Ontario, The clothing industry tends to be
centered in large urban areas. About 72% of clothing jobs in
the province or Quebec are in Montreal, with about 73; of
the Ontario jobs in Toronto, Kitchener, Hamilton and London.
The Winnipeg areaalso contributes nearly 7% of total
clothiong employment.The textile industry is a major
emplcyerin manysmaller communities in Quebec and Ontario,

as wellas inother provinces such as Nova Scotia.

tionover, th ich

we v r t 3e Q
-

i

ZA, C i ' : ' - :, z d r,:I,:: 0 e;
,

v ; ,t';S.
, ,; ; ) r _.;a, Y G3 C t a, a' cr;W; u*

CIc I _..z~n otor havce staM L 2 X L~ectcs. t. Atcu'. 4C%C atC- C! ..

The l"-11-Ml-5 Exp r1Lr,, A Drc1i.i._ng market Share

.; ';> ( r\!ears,the clcthinC vhas been i.csi.n-
,...r; ti. reti~ oV i..3:J7nr i * 'n..'r e ..::.-rts !;a:ve captured a .';;os;
;:!.1 ofrthe A;;.Lr:.z;et: euovrv s;i..>c ~s;e 1982 recession, w..i1e

cc::n&;t1c !;h.;re:;-s ha..e re.;ajn': t isican1Vv belowC trhnir

.';.r- ,sJult:, tfihe Can5;!(3diar';c!c^W~.n in ustry has seen its
:.::az-e o: the 2 o:.̂ t ic. maket c! 'ecIne, on a unit vol:uIe

Arom G6) in 19U$1 to 5 7 ;)19;5.

Whie :accrate r,,lpIoyrnnt stais;tics in these sectors are
lui:;ive, the Textile and Clothi.ntz :Roard has estimated tvhat.

the i:.port growth may have cost as rnanry as 15,000 Ca.nadiAan
jobs :SinCi 1981.
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The average growth rate for low-cost imports, on a unit
volume basis, has been 11% a year since 1981. This compares
with an estimated annual market growth ofonly 2.3%.

The import pattern has alsc been highly erratic, with
dramatic surges in low-cost Lmports 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 built up in the two preceding years.

Government Supportfor the Industries

The industries' problems have occurred in spite of consider-
able government support, including financial assistance,
hightariffs and the guota regime.

Under the Canadianlndstrial Renewal Board (CIFB), some
$150 milliconhas beencommittedin direct indusrty
modernization assistance.This will helpto support more

than $1billion in industry investment. About $300 mllion
has alsobeen devoted since 1981 to variucus labour and
ccmmunityadjustment programs in these sectors.

The CIRB completed its five-year. mandate at the end of
March, 1986 after reaching almost all viable firms in the
sectors. Indutry assistance continues to be available
under the Industrial and Regional Develop-ment ( IRDP)
program. The $4 billion Canadian Jobs Strategy Program also
prcvides a new trust to labour and conunnity adjustment in
these and other sectors.

Textile and clothing tariff rates in Canada are nearly
triple those for the entire manufacturing sector. Average
rates are about 13% on yarns, 21.5% on fabrics and 24% on
clothing, compared with 8.5% for manufactured 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-Fibre 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 close fourth
position with 12% of total imports;

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

* from newer enrants such as indonesia,
Bangladesh and Brazil.

The reason that such high import growth has been possible
uncer the existing regime lie in the nature of the bilateral
arrangements negotiated in 1981.

Imcort quotas under these arrangements were underutilized in
the 1982 recession but were rapidly filled in 1983 -- the
so-called "overhang" problem. This was compounded by the
intrinsic growth rates and by flexibility provisions which
allow quotas to be borrowed from one year to another.

A rance of new supplying countries has also emerged since
1981. As new restraints were negotiated with these
CoLntries, new imports were added to those fromn established
sources.

Finally, there has been i..port growth in clothing items not
covered by the MFA, particularly those made from a vegetable
fibre known as ramie. While non-IFA clothing (including
handicraft) accounted for only 4 of total 1985 Ltports,
there has been a fivefold increase since 1981.

We Are At A Pol~rr Crossroads

Both the MiFA and Canada's existing bilateral agreements are
up for renewal this year, presenting an ideal opportunity to
address the problcms of the 1981 reyi-me.
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Canada is not alone inseeking improvements to the MFA.
The U.S. has witnessed even higher import growth than Canada
and also intends to address this problem through inter-
national negotiations. The EC has experienced significantly
lower import growth rates than Canada or the U.S. during the
1980s. Howeverr, it is also detemmrined to maintain an
effective restraint regimein these sectors.

In looking for an international solution, the Governmrnt
has rejected the unilateral approacb of imposing global
quotas in order to freeze or roll back the level of
imports. Such quotas can be applied as temporary emergency
measures under Article XIX of the GATT. However, this would
rcquire that Canada withdraw from the accepted international
framework for textile and clothing trade under the MFA. It
would expose Canada, under the rules of the GATT, to demands

forcompensationortopossible retaliation ourtrading
partners.Itwould also increasetheburden on Canadianconsumersaandrepres abackward stepin termpsof

fosteringindustryadjustment tointernational comzetition.

Inits interinmmre 4; publishedd in June 19S55, 4-e Tex le
and Clc(_'-thin= Bca-d (TC3) .ad reccmuended that Carlada -`ose
x rilobal cuota onc.. .ohing L'T-orts. On completion .ts Zul1
.: ;-L. , however, the 3oard recognized theseIrous

c. ia::c,an. 2es of this aznroach and that it would, in any
e>ven-, orer only2 a temporary solution. In its final-
re-.cr-:, published in Decermber 1985, the TC3 focussed on
,:n..dn:.c ' crner term solutions through renewal of the MTA and
. Co-::liation of Canada's bilateral restraint acreements.

11ea1otiating A YMore Effective Restraint Regime

Ti cursuing these i4international negotiations, t--he Governrnent
naz identified Ithree main objectives:

a substantial moderation iLn the import growth
rate. The 11% annual growth e.=erienced uncer
the 1981 policy can not be sustained in a market
growing by only 2% per year.

a better control over import surges. Thne
experience of 1983 and 1984 was particularly
disruptive and was not coniducive to an orderly
adjustment process.



COM.TEX/54/Suppl.2
Page 8

a differentiation between the dominant, newly
industrialized suppliers and the smaller, newer
entrants. It is essential that those in the
latter group, many of whom are among the world's
poorest countries, be allowed continued
expansion in their market access.

Duty Remirssion

Based on proposals put forward by the industry, the Govern-
ment is also implementing a duty remission program for
tailored 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 rationalize their operations and become more
competitive.

Toqualify,a manufacrurer mustmaintain the value and
volume of production attata.ned in 1984. The duty remission

formula also includes an incentive to use domestic fabrics:

one shirt can be imported duty-free for each
shirt made in Canada with domes-tic fabrics.

remission of three-quarters of the duty will be
granted for each shirt made from imported
unfinishedfabrics.

duty remission will be reduced to one-half for
each shirt produced from imported finished
fabrics.

Additional PolicyMeasures

A number of other sters are also being taken:

a prompt response wnen new unrestrained imports
disrupt the maez. More than 30 new restraints
have already been negotiated since September
1984.

tighter border controls through increased
laboratory testi.nq (of the fibre content in
imports. This will ensure that goods are not
falsely declared Ln an effort to evade quotas,
tariffs or labelling 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 Lmported goods.

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

Balancing Interests

Inacting to preserve textile and clothing jobs, we cannot
lose sicht of the fact that there is a significant cost
incolved for Canadian consumers. The Taxtile and Clothing

Board estimates that thre ccst cfquctasalone, not including
tariffs,is between $300 and $350 million per year. That

translates to a cost of about $60 each year for a family of
four.

Nor can we forget that trade is a two-way street. Many
countries that supply us with textiles and clothing are also
important markets for Canadian exports.

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

There are no simple or cost-free solutions, and many
conflicting interests must be balanced. In doing so,
however, this Government is committee 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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APPENDIX A

COUNTRIES COVERED BY CAMA'S CURRENT
TEXTILEAND CLOTHING RESTRAINT REGIME

1985 Clothing Imports

Country Units Value
(C666 ) ($000 's

Hong Kong 46,231 293,627
Taiwan Textile Federation 43,600 231,432
Korea 33, 958 254,717
P.R. China 31,766 131, 244
india 10,560 61,652
I ncon esia 8,307 24, 026
Philipcines 6,347 24,0411
Taial I nd 6, 324 27,1;5
Malyavsa i,038 20,891
PakSistan 3,613 84170
Brazil 3,353 10,302
Bangladesh 2,990 8,258
Romania 2,498 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
Bu.Lgaria 877 7,320
Maldives 514 1,326
Vi.e tnarn 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, Iorea 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 requiremnt 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 MULTI-FIBRE 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 now underway in the GATT Textiles Committee.

Over 90 countries are signatories to the MEFA, including
almostall major textile exporting and importing nations.

The Arrangement, provides a derogation from normal GATT
rules, in particular by allowing quotas to be applied on a
discriminatory basis against specific countries rather than
inaccordance with the GATT principle of non-discriminatory
"most favoured nation" treatment.

The basic objectives of the MFA are to achieve the expansion
and progrcssive liberalization of world trade in textile
products, while at the same time ensuring the orderly and
equitable development of this trade and the avoidance of
disruptive effects in individual markets.

While allowing for the discriminatory application of
restraints, the MFA sets out a number of criteria to protect
the interests of developing countries and to ensure equit-
able treatment amongst MFA signatories. Formulae are

included for minimum base-levels of restraints, as well as
minimum growth and flexibility provisions. However, lower
growth rates can be applied in exceptional circumstances.

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 man-made fibres.
The arrangements does not include handicraft items or those
products consisting mainly of silk, linen or ramie.
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MACAU

1. Government 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 text-iles.

Two basic criteria govern the granting of official support to
industrial products. The major and foremost, are the advantages that their
imnplemnentat ion 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.

II. Technological Developments and Innovations

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

(a) purcchlase by the industries concerned of more modern equipment for
weaving, spinning and dyeing of cotton anrl synthet:ic yarn;

(b) easier access t.o various laboraiorialal facilities in Macau and Hong Kong
for running of textiles and clothing quality control tests;

(c) training programmnes for current or future textile industry workers,
namely in the area i.n tihe. areas of fashion design, tailoring and fashioning,
maaint.onance of equipment, etc;

(d) introduLction of CAD CAM equipment in the CADT (in English, Industrial.
'ra ining andrlUDevelopment Centre) in the near future, providing access to
computer technology in the textiles sector on a wider scale, and enabling
t-he carrying out of training courses and the supply of services to companies
in this specific and sophisticated area.
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PERU

AUTONOMOUS ADJUSTMENT PROCESS IN THE TEXTILE SECTOR

I. Production

Output of the textiles sector as a whole represented on average
1() 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 manufactuing Output
inccreased gradually from year to year, in dollar terms it fluctuated due t.o
the exchange-rate policy of daily mini -devaltiations of the, currency during
the last. yenrs of the period 1978-84.

As with the fluctuating per formance of all induitrinlIbranches.. the
textlessector, and within that sector textiles proper, attained tined their
highest groawth ralte during 1984, with a growthof 60 percent over 1983, in,
which year there had been a drop of almost 26 per cent from the 1982 level

The upturn in output in 1981 may partly be explainedbythe by the adoption of
provisions susId ing, in ports of tentextile item in oridr to overcome

balance-of -payments problems.

Therisein out put ot the text textiles rwas a ia the resuitof
growth of such branches as spun and wovenproducts that, generaterelatively
How value added and are priaIily intenildd forexpot.On ave rage, Spinning
and weaving account for 80 per celt of text itesproduction.

Clothing output, which accountsfor20percent of textiles-secior
prodluction, also fluctuated during the period between 1978and1984.

Inparallel with the growth recorded,textilestextilesundertakingshad to fake
an inflation rate of I I .5percent, rogether with a heavy financiai and
high interest rates which increased their financiaicosts

The data for the gross valuIe of output for the years 1985 and 1986 are,
currently bebeing processed; for those vorIs pibs ical -vol oimliIfro
a with a base vear of 1979 are available. The iniex for the textiles
sector asa Wile 1 St ool a!: 113. 1 per cent to !r 1985, and inI th'c.ao
ext i ls , t.ile index for. 1986 SOt:oL It: [L.11b e) cent:t..

I!. ValIune Added

[hlle text i 1;s sector oil average accounted for 1 1 . 5 per cn ot t lie va lkile
added of rriantiftactti ri ng outptit: in the period 1978-1984.

In [98,1, whilet? hel Va IeaIdded ofCt he manLnifctCU ilig SeC tot' troSe- b)V
1 7 1! per cent, i 1 t:hle text i les sector thlie g rowt h overi the p rev iols V(;r Wa.Is
1I 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 of
their larger volume of production.

III. 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

spinningand 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.

Investment 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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