European Parliament resolution on the future of the textile sector after 2007
1.
Political Groups which tabled the resolution pursuant to Rule 108(5) of the European Parliament's Rules of Procedure: PPE-DE, PSE, ALDE, UEN, Greens/ALE, GUE/NGL

2.
EP reference number: B6-0495/2007 /P6_TA-PROV(2007)0628

3.
Date of adoption of the resolution: 13 December 2007

4.
Subject: The future of the textile sector after 2007
5.
Competent Parliamentary Committee: Committee on International Trade (INTA)
6. 
Brief analysis / assessment of the resolution and requests made in it:

The Resolution recalls the concerns raised in the oral questions 74 and 77/07. It also reflects recurrent themes raised in numerous written questions of the European Parliament. Many of these concerns are addressed by the Commission through the action of its different DGs. Hence, the resolution calls for action that is often already undertaken by the Commission, even though the choice of means can differ. There are also requests on the Commission, where it has no responsibility. During the oral debate on 13 December 2007, many of the issues raised were discussed and addressed by the Commissioner.
Commission reaction is detailed below.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

Recital E: The Commission fully agrees with the importance to protect the intellectual property rights (IPR) of the EU industry in the world and particularly in China. The Commission is very active in controlling counterfeit and pirated goods at the border of the EU. According to customs statistics published by the Commission for 2006, 79% of all counterfeit goods seized at the EU border come from China, and 65% of all European customs procedures against counterfeiting relate to textiles and clothing.

Paragraphs 1 and 2: The Commission is well aware of the instruments at its disposal should circumstances call for action. The Commission does not consider that there is a need for and therefore has no intention to create new safeguard instruments other than those already legally in place. The Commission's approach is a smooth transition towards full liberalisation in 2009.

Paragraph 3: In order to help the textiles/clothing industry to enhance its competitiveness, the EU has adopted measures aimed at securing market access for the EU industry in third countries.

The June 2004 report of the High Level Group for textiles made major recommendations, including in the area of Trade Policy and more particularly on market access. In this respect, the Commission has been actively pursuing the implementation of the Market access action plan which was adopted by the HLG in June 2005.

Market access is also pursued in the WTO DDA negotiations. The Commission approach since 2002 has been that duties for textile products should be reduced by all Members within a narrow common range as close to zero as possible. The loss of preferences should be alleviated through better and more liberalised market access in all WTO Members, including the non-tariff barriers which should be substantially reduced.

In this respect, the EU and the US tabled a joint legal text in relation to textiles labelling with a view to reducing the mandatory requirements on labels. This would minimise the costs arising from divergent labelling requirements which is of particular importance to retailers and exporters.
Efforts will continue to focus on seeking the reduction or elimination of tariffs and/or NTBs in the context of bilateral negotiations (e.g. South Korea, India) or instruments, or through other WTO instruments, as well as the Commission's renewed Market access strategy. In the practical implementation of the Market Access strategy, a specific working group is being set up to address key market access barriers for the textiles sector. This working group will include Commission experts, Member States and business. As most companies in the textiles sector are SMEs, they will benefit from the particular attention the renewed market access strategy is giving to their needs in terms of simplification of information tools and special guidance to address barrier problems.

Paragraph 4: The Commission carries with each negotiation of trade agreements the aim to promote decent work and strengthen environmental and social standards. The Commission is committed to promote sustainable development, including labour issues and full and productive employment and decent work for all, in bilateral trade agreements. The Commission is aiming at a framework based on cooperation and does not envisage harmonization of sanctions or protectionism.

Paragraph 5: Research and innovation are indeed essential aspects to reinforce competitive advantages of the European textile and clothing industry on a global scale. For that reason, the Commission is in close contact with the textile and clothing industry and their research community in order to encourage innovation and to support the relevant research and technological development initiatives. In particular, the European Technology Platform for the Future of Textile and Clothing acts as a highly significant interlocutor of the sector.

Research and development projects related to the textile and clothing received funding over € 70 million under the sixth framework programme for research, technological development and demonstration activities (FP6). Following the first round of calls for proposals in the new framework programme, FP7, projects addressing textile and clothing research priorities will receive EU funding for around € 45 million.  Further opportunities will be available for the sector in the next rounds of calls for proposals.

The Commission is also supporting several innovation related activities for the textile and clothing sector within the European INNOVA initiative. Ongoing projects range from cooperation of clusters on technical textiles to expert discussion fora in the Innovation Panel for the textile sector.

Furthermore, in the framework of the recently adopted Lead Market Initiative (Commission Communication COM(2007)860 of 21.12.2007), the Commission has identified protective textiles among promising, emerging areas which could become lead markets and encourage innovation in Europe.
Paragraph 6: The Commission fully agrees with the content of this Paragraph and it welcomes the written declaration by the European Parliament in support of the Origin marking proposal.

Paragraph 7: The Commission will ensure that applications for the European Globalisation Fund (EGF)'s assistance concerning workers in the textile sector facing redundancy as a result of major structural changes in world trade patterns will be treated equitably. However, the Commission is unable to predict what part of the EGF's expenditure is likely to benefit such workers, as the Fund is designed to respond rapidly to unexpected mass redundancies, and responsibility for making applications for EGF's assistance lies with the Member States. In addition, the responsibility for approving all applications for assistance from the EGF lies with the European Parliament and Council, and the Commission cannot prejudge their decision.

Paragraph 8: The Commission does not currently foresee a Community programme or related funding specifically supporting the textile and clothing sector or textile regions. However, the sector can benefit from horizontal instruments such as the Research Framework Programme and the Structural Funds.

The EU Structural Funds, in a system of shared management, provide the largest Community source of finance to anticipate and assist industrial restructuring and the adaptation of regions, workers and industrial sectors. Amongst other objectives interventions by the European Regional Development Fund (ERDF) target the economic diversification of regions in particular by stimulating research, innovation and sectoral modernisation, notably through support for SMEs and the promotion of entrepreneurship. The European Social Fund (ESF) has been directed towards the modernisation of labour markets and the anticipation of changes in industrial sectors going through restructuring and modernisation. In particular, the ESF provides substantial funding related to the adaptability of workers and enterprises. One of the strengths of the Cohesion Policy is that the programmes are negotiated on a bottom up basis in the light of EU and National priorities.

As regards specific funding for micro, small and medium-sized enterprises, the new Structural Funds programmes pay particular attention to improving SMEs' access to finance, including the JEREMIE scheme ('Joint European Resource for Micro to Medium Enterprises'), which initiates an improved provision of financial engineering instruments. As stressed recently in its Communication of 13 November 2007 ("A European Initiative for the development of micro-credit in support of growth and employment"), the Commission is committed to facilitate access to finance particularly for micro-enterprises.

As support from the Structural Funds does not give preference to individual sectors, the Commission data system does not yet collect financial data disaggregated by sector. However, the 2007-2013 programming period has introduced for the first time an indicative breakdown by economic activity (e.g. "Manufacture of Textiles and Textile Products") to be reported by Member States in their annual and final implementation reports (see Article 11 of Commission Regulation (EC) No.1828/2006). Data should therefore be available later in the programming period.

The Commission would also like to recall that the export promotion activities are solely the responsibility of the Member States. The Commission's role is focused on enhancing market access.

Paragraph 9: La Commission est consciente des conséquences négatives que les restructurations d'entreprises peuvent avoir, quelle qu'en soit le contexte, sur les travailleurs affectés, leurs familles et la région.

A cet égard, il convient de rappeler la législation communautaire comporte différentes dispositions visant à assurer l'information et la consultation des travailleurs ainsi que la justification et la gestion adéquate des restructurations. Il s'agit en particulier de la Directive 2002/14/CE établissant un cadre général pour l’information et la consultation des travailleurs
, de la Directive 94/45/CE sur les comités d’entreprise européens
, de la Directive 98/59/CE en matière de licenciements collectifs
 et de la  Directive 2001/23/CE en matière de transfert d’entreprise
. L'application correcte et effective de ces directives relève de la responsabilité des États Membres.
La Commission rappelle qu'elle a consulté à deux reprises les partenaires sociaux européens en leur demandant d'élaborer et de mettre en œuvre de bonnes pratiques en matière de restructurations. Les partenaires sociaux européens ont inclus le sujet dans leur programme de travail 2007-2008. La Commission espère que ces travaux aboutissent à une application effective partout dans l'Union européenne des bonnes pratiques en cette matière.

En outre, des mesures d'anticipation, de préparation et d'accompagnement en vue de soutenir le maintien des travailleurs sur le marché de l'emploi ou leur reconversion en cas de restructurations peuvent être financées par les Fonds structurels et notamment, par le biais du Fonds social européen
 et dans les cas éligibles, sur demande d'un État membre, par le Fonds européen d'ajustement à la mondialisation
.

En plus du respect du cadre législatif et des instruments de soutien financier mentionnés précédemment, la Commission reconnaît pleinement le principe de l'autonomie des partenaires sociaux et est d'avis que la négociation est le moyen le plus approprié pour régler les questions liées aux restructurations. La Commission encourage tous les acteurs  responsables (responsables des grands groupes, partenaires sociaux, gouvernements et régions) à anticiper les mutations futures et à adopter une approche proactive.

Enfin, la Commission a adopté en mars 2005 une Communication "Restructurations et emploi-Anticiper et accompagner les restructurations pour développer l'emploi: le rôle de l'Union européenne"
 où elle développe une approche globale et cohérente de l'Union européenne en ce qui concerne les restructurations. Elle y présente les politiques communautaires d'anticipation et d'accompagnement des restructurations. Cette Communication fera l'objet d'une évaluation à mi-parcours et d'une révision en 2008.

The EGF is formally precluded from financing the restructuring of companies or sectors. With respect to the call for assistance with social measures for textile and clothing sector workers, please see the reply under paragraph 7 above. In all cases, however, assistance from the EGF is targeted at the workers themselves, and takes the form of active labour market measures.

Paragraph 10: The Commission agrees that trade defence instruments (anti-dumping, anti-subsidy and safeguard measures) are fundamental regulating mechanism and legitimate tools to address the impacts of both unfair trade and sudden surge of imports from third countries.

The Commission is committed to ensuring the effective functioning of EU's trade defence system, through, among others adapting these instruments, as necessary to changes in the global economy, in order to tackle competitive distortions in international trade.
Paragraph 11: The appreciation of the Euro since 2002 only had a moderate negative impact on the Euro area's total exports of goods and services. What is more important, the strong growth of global demand has so far more than compensated the impact of the appreciation.

As for the specific case of the Chinese currency, a more substantial appreciation of the renminbi – not only against the US dollar, but in effective terms – is called for. Such appreciation is important in view of both China's growing current account surplus and the imbalances in China's domestic economy. This line has been expressed by the G7 as well as by the high-level Euro-area delegation (Commissioner Almunia, Eurogroup President Juncker and ECB President Trichet) that visited China in November 2007.

Paragraph 12: The Commission shares the same concerns as the European Parliament over systematic violations of intellectual property rights and has been very active in combating these violations at multilateral, regional and bilateral level. At the multilateral level, the Commission is involved in the ongoing work for an Anti-Counterfeiting Trade Agreements (ACTA). This work, which is taking place for the time being among like-minded countries, is meant to be extended to other countries concerned about counterfeiting. Moreover, the Commission has initiated a debate on the enforcement of intellectual property rights in the WTO/TRIPS Council. Like-minded countries, like the US, Japan and Switzerland have joined the EU in this exercise. The Commission is also involved in the work of other international instances dealing with counterfeiting, including WIPO, G8 and OECD. At the regional and bilateral level, the Commission is seeking to introduce specific provisions on IPR protection and enforcement in regional and bilateral agreements under negotiation. The Commission has also established bilateral dialogues on intellectual property matters with a number of trade partners (e.g. China, Russia and Ukraine) and is launching similar dialogue processes in Latin America, starting with Argentina, Chile and Mexico. This kind of dialogue is very useful in particular to identify the shortcomings in IPR enforcement systems and proposals for improvement. The Commission has also launched a number of pluri-annual technical assistance programmes dedicated exclusively to IPR protection and enforcement, especially in China, ASEAN and Central Europe.
Paragraph 13: The Commission is committed to ensure smooth transition in 2008 and is co-operating with the Member States and with China in order to ensure that the double-checking surveillance system works properly and efficiently.  It is in constant contact with China to ensure that technical and procedural problems are solved expeditiously.

Paragraph 14: The double checking surveillance system has been set up as a transition measure toward full liberalization of textile trade in 2009. The Commission sees no founded reason at this stage to prolong the surveillance after 31 December 2008.
Paragraph 15: The import statistics are closely monitored by the Commission and information is passed on the Member States regularly. Import data will also be available on DG Trade Website at regular intervals.

Paragraph 16: There are a number of fields of cooperation between the Commission and the US authorities. However, in textile specifically the Commission believes that there is no added value in comparing our mutual imports from China as the structure of the EU industry is significantly different from the US structure.
Paragraph 17: The double-checking surveillance system de facto monitors the import trends. These are discussed regularly with the Member States and are posted on the Commission's website.  Moreover, the Commission also monitors closely real imports as soon as data become available in 2008.

The Commission keeps the INTA Committee regularly abreast of the developments in the textile sector.

Paragraphs 18 and 19: The Commission would like to re-iterate that responsibility for product safety rests with the economic operators who place them on the market and the Member States who carry out market surveillance and enforce the law. The requirement is the same for all products, whether imported or produced in the EU: only safe products can be made available to consumers on the EU market.

Chinese products entering the EU market are subjected to identical security and consumer protection requirements as those textiles products manufactured inside the EU. There is no compulsory examination of textile and clothing products at the borders. Consignments are selected for customs controls on the basis of a risk analysis and manufacturers’ declarations (stating that the product was produced in line with the EU legislation) are accepted.

Furthermore, controls are done also once the products are already placed in the market both on the own initiative of market surveillance authorities and triggered, as the case may be, by a RAPEX (EU rapid alert system for all dangerous consumer products) notification from another Member State. All such rapid alerts are circulated to all surveillance bodies equally effectively irrespective of the origin of the product identified as dangerous.

Customs controls when goods are released for free circulation as well as  market surveillance once products are on the market, are the competence and sole responsibility of the Member States. Nonetheless, the Commission facilitates Member State efforts in both areas through a variety of activities, ranging from ensuring the operation of the RAPEX system to training for enforcement officials and to financially supporting joint market surveillance actions.

Paragraph 20: The Commission has published on DG Trade website a study which assesses the implications of the dismantlement of the quotas embodied in the Agreement on Textile and Clothing (ATC) specifically on producer and consumer prices in the EU.

The purpose of this study was to check whether the phasing-out of quotas has translated into a reduction of import prices leading in turn to a reduction of producer prices and eventually to a reduction of consumer prices in Europe. The motivation behind this was to investigate the link between trade liberalisation and consumers' purchase power benefits.

The study shows clearly that consumers have benefited from the progressive liberalisation of textiles trade to a considerable extent. Across the EU, clothing prices fell by 16.2% on average relative to the overall price level over the ATC phase-out period. There is a direct link between the progressive liberalisation under the ATC and the price reduction: on average, 60% of the drop in import prices has been passed through to consumers in terms of lower prices. This pass-through is less than perfect because the consumer price is a composite of service input prices (accounting for the largest part of the final product price) and imported products prices.

Nevertheless, the study also finds evidence of a partial capture of these benefits by the distribution chain, pointing out issues of dysfunction of the Internal Market and of competition in the distribution sector. More precisely, the study shows that countries like Great Britain and Ireland have experienced a great decrease in consumer prices (a 50% drop of clothing prices relative to the overall price level) while clothing prices in Italy and Spain have remained largely unchanged; and actually have gone up relative to the overall price level in Greece. The study shows that a substantial share of this overall variation across Member States in terms of consumer price reductions is linked to the structure of national service sectors and in particular the retail sector.
Paragraph 21: The Commission recognises the importance of strengthening the industrial relations with the Mediterranean partners. To keep the supply chain in the proximity of the European markets and to create of the Euro-Mediterranean trade zone by 2010 are two main goals to be accomplished.

The Commission has been conducting a dialogue with the Mediterranean partners on textiles and clothing since 2004 in the framework of the Euro-Mediterranean industrial cooperation. Through this Euro-Mediterranean dialogue on the future of the textile and clothing sector the participating countries seek to define common industrial strategies to boost the competitiveness of the industry and realise the full potential of the Euro-Mediterranean trade zone. The initiatives taken in the past years and planned for the future follow the work programme set by the Euro-Med Industrial Working Group every year.

The Commission services are examining the possibilities for follow-up actions in 2008 and the budgetary possibilities to implement proposed actions and continue the dialogue in the most beneficial and efficient way.

Paragraph 23: To promote the environmental, social and economic sustainability of Aid-for-Trade, the EU will continue to support partner governments’ capacity and stakeholders’ engagement to incorporate sustainability concerns into national trade strategies, trade regimes and Aid-for-Trade programmes, including effective management of impact assessment processes and to follow up on their recommendations. The EU will also support essential cross sector dimensions including gender issues and the promotion of positive interactions between Aid-for-Trade and the decent work agenda.

Paragraph 25: The Commission keeps the EP regularly informed on development in international trade in textiles, e.g. through regular participation in the International Trade Committee.
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