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INTRODUCTION

EURATEX, representing the €200 billions plus EUtilexand clothing industry, welcomes the opportynit
to contribute to the definition of the future inthied policy that should bring responses to theufet
challenges and opportunities that the European faaetwing industry will face in the coming years.

For a creative and innovative industry such asottie that EURATEX represents, characterised bygelar
number of very small to medium size companies sulife the effects of the globalisation of its madske
while developing and marketing flexible materiatel gproducts for a myriad of applications for everyd
life, the opportunity to reflect on the integratiohEU policies and initiatives into transparenmder term
objectives is essential for the maintenance ofeyliand very competitive industry in the EU.

The EU textile and clothing industry since 2004ieekd positive results that may appear less ndileea
than in other more “technology-driven” industrigleed, the EU textile and clothing industry hasemeral
cases be the pioneering sector in various pol&tesving abundantly its resilience and its resofutmturn

its policy focus towards the more fundamental caitipe assets in a knowledge-driven and sustainable
growth oriented global economy such as innovatiot ereativity, research & technological development
education and skills preservation, implementatidn sostainable business processes, supply chain
cooperation, adoption of advanced ICT and proaatiaeket access policies to third countries in otder
preserve as much as possible of the EU textilechnitiing pipeline within the EU boundarfes

The European textile and clothing industry welcothesCommission recognition of the crucial roleygd
by the manufacturing industry and the need foreslirapproach to industrial policy. The latter mbst
implemented with no a-priori on the sectors conedrin order to have a broad-based modernisatiothef
industry. Indeed the future EU Commission “indwdtpolicy” should ensure to the textile and clothin
sectors a sound, reliable and balanced competiéimeironmentable to foster a sustainable growth and
allow the development of the industry’s key cortipetdrivers- knowledge, creativity and innovation.

1 2@ High-level Conference on Industrial Competitivesie¥/hat are the Challenges and Opportunities for toen®g
Years?First tentative findings of a sector-specific asaycarried out in DG Enterprise and Industry 2&pihil 2010

2 Examples of such initiatives include: the Europ&antile Technology Platform, the Protective Textiead Market,
the CrossTexNet ERA-Net project, the Education @lzeries project, and the market access workioggrthe

eBIZ-TCF project for supply chain ICT harmonisatimd various common initiatives with related indiest
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Re-orientation of textile and clothing SMEs couldlfacilitated if companies could find better oppaities

than today to continue investing in the EU towardws growing markets (i.e. market niches, new market
third countries, etc.). This implies a strong, choated and resolute action by the public authesitio

bolster policies that will facilitate and encourdbe maintenance of a strong competitive textile enthing

industry in Europe.

will be suggested and favoured in the future comoation over the EU industrial policy expected bhg t
end of 2010

COMMENTS ON THE STOCKTAKING EXERCISE OF DG ENTR (page 6, 7 and annex 1 & 2 of the finding paper

EURATEX considers that the finding paper of DG ENS#pporting this enquiry is a good, quite coherent
and fair report examining the drivers and barradfecting the competitiveness of the European itrgluend
in particular of the textile and clothing sectors.

But the comments and highlights on this industryehforgotten one important point in the overviewttoé
drivers of importance per sector (annex 1 — page IB8leed, the most recent information gatheredgso
that since end 2008 the access to raw mataralssemi-finished goods, of importance for thentesance
of a EU competitive textile and clothing industlyecame progressively a crucial issue for EURATEX
members companiesho faced growing and unacceptable barriers foesging those materials produced
world-wide. Today, because of the restrictive meagaken by number of key third trading partnerd an
dominant world textile and clothing exporters, fhiees of such materials have sky-rocketed in doli@arms
(even before the fall of the €/US $ exchange natading on EU companies a unbearable burden. Téweref
it would be advisable to correct the table in ridjithe boxes in relation to the “access to raw rmass
column for both textile and clothing sectors andiédine specific policies limiting the developmerfitsuch
behaviours.

Moreover, EURATEX would like to qualify a few ofédhcomments made by DG ENTR on the impact of the
crisis (page 7 and 31). The paper does not stm®sgl the particular difficult access to creditatton
faced by the textile and clothing industry durihg trisis that have impacted heavily on the abdityhe
SMEs companies to overcome the dramatic down-tiamtesl end 2008 (Q4) and that is still presentdh®
across number of sub-sectors and market nichesichwthis industry is active. Indeed, the timid wahd
witnessed during end 2009 and early start of 2048 and is not considered yet robust enough totbase
overall situation in the textile and clothing inthys

In addition the combination of fall in demand, thek of or strong decrease in access to creditgfeector
not considered as “technology driven”) and the agmialack of policy response at national or regidezel

to support this sector (“laissez faire” approach} lfiorced this industry to shed an enormous nuraber
employees to allow companies to stay in the magkdting additional constraints on the possibitiyreact
swiftly and rapidly to any improvement of the markethe months and years to come. Despite thatsitire
that companies today still resisting are bettdeditto face the future challenges provided a faatoler
industrial policy framework is promoted and suppdrtactively in a coordinated manner by the EU
Commission and the Member States.

the policy that companies are obliged to favouth&soverall European or national framework did aod
does not help maintaining a competitive industrythimi the EU boundaries for an industry facing a
globalised and very strong competition from nundfezmerging countries..

A FEW SUGGESTIONS ON THE CONCLUSIONS

As said, EURATEX is convinced of the need to prasnatbetter coordination at EU Commission level of
the various policies of importance for our industncompassing not only the realm of actions supddy
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DG ENTR, but also other key policies. It is timesfgeed-up the identification as well as the impletaibon
of clear-cut enabling policies aiming at favouritige acceleration of the modernisation of our sebtor
coordinating and encouraging better integratiorinabvation, R&D, education, skills, health and $afe
environmental, access to fast growing markets eatetrelated sound policies.

» Benefit international markets and intensified gbbal competition

The European textile and clothing industry is gtigy since the start of this century, to obtainirmproved
market access that enables consumers worldwideytdnmovative and sustainable products at competiti
prices. The elimination of all tariffs, non-tariffarriers; the access to raw materials and to imest
regimes; the effective protection and enforcementintellectual property rights (IPRs) provisiongiet
transparency in public procurement; no duty drawlsaw the rules of origin provisions are a priovitlyich
must be achieved through a multilateral or a hitdtapproach.

But to be successful it is of particular importateensure coherent and supportive approaches betine
internal and the external part of the EU textile afothing industry competitiveness. This shouldclsarly
defined by the Commission with the help of the stdy Indeed, efforts from companies to adapt Bl
internal framework conditions should not be watetedn or discouraged by a trade policy that is not
aiming at delivering tangible benefits specificalty the textile and clothing industry once attemgtio
access to third markets either through the nedmtiadf bilateral/multilateral agreements or in hetp
reducing the negative impact of existing obstatddsade. The reverse is also true.

This is why EURATEX supports the idea of a morearent and consistent policy linking the EU industri
and competitive policies with the trade policy tiséiould be, primarily, at the service of our expmt
Among the key issues EURATEX can underline theofeihg points (not exhaustive):

o Need to promote ambitious Free Trade Agreementsthbas full reciprocity on a sectoral basis with key
markets: India, Mercosur, Canada....

0 Because of the growing differences among the varfloUAs, it is important that the EU Commission
and Member States improve the import monitoringteoftile and clothing products (i.e. respect of
derogation quotas, duty drawback provisions, rafewigin, etc.).

o Ensure that unilateral measures (i.e. GSP) orunsnts (i.e. safeguards) are delivering/will brihg
right framework for the textile and clothing indysthus not undermining/jeopardizing the maintemanc
of a competitive EU based textile and clothing nfaoturing.

. Importance of the supply of raw materials

As already underlined above the textile and clahimdustry is facing today an ever growing diffiguin
accessing raw materials be them primary materissutal or man-made fibres, chemical stuffs, etc.)
semi-finished goods to be transformed into highueabdded products for the world market by EU
companies; hence the importance to define spguificies aiming at reducing the negative impactsuath
developments also for the textile and clothing stdu

. The key role of the Single Market and better reglation

Today the single market and the national/regioreikets of the EU do still represent on average fr&

to 80% of the EU textile and clothing sales. Thun@e integrated, easier to access and betteratieaitr
single market is key for the maintenance of a cditpe industry that is facing a strong globalisatiof the
offer on its markets. Indeed, in the daily busingsstile and clothing companies are still confezhwith
barriers which hamper trade flows and constitutelastacle to free circulation of goods within thg.Hhe
fact that still differences in the legal framewadk exist among EU countries in important areas like
consumer protection and safety, represents aniaaalitcost for textile and clothing companies aiah ¢
jeopardize their competitive capacity. In paralield with the objective of raising environment, safer
health standards we see an increase in legislatiBt) level not always translated into nationaldawthe
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same time and with the same scope. It is also émtgio encounter different interpretations and mdiment
procedures in matters related to Customs or Tradditation. These examples clearly demonstraté tha
harmonization and completion of the internal maebduld remain a priority and be promoted through a
more clearer “better regulation approach” sponsbyedG ENTR.

. The importance of technology and innovation

EURATEX agrees with the comment made in the supmpreport stressing thatvhilst the EU has very
good research and development capacities in sopemkabling technology areas (KETs)t has not been
as successful at translating research results aammercialised manufactured goods and servicestdar
to contribute to those strategic areas it is alssential to invest in the development of humanuress
dedicated to research and in particular to broadee skills of researchers by ensuring their expedarthe
industrial sectors(page 20).

Being a knowledge driven industry, the textile ahothing sector does believe that its core compédsn
need to be nurtured by creating a favourable enmient which promotes the implementation of KETSs,
encourages investment in R&D and at the same timseres prompt industrial take-up. Public support to
collaborative R&D projects and the set up of irtennected innovation clusters and networks at Eaop
National and regional level should stimulate thdivac participation of SMEs and ensures a wide
dissemination of research results, allowing forarete benefits to be shared by this sector as dewhas
also critical to foster and support incrementabiation and to respond in a positive way to corcseicietal
needs. In this way we may bridge the often existjag between R&D results and the market demands.

Since EU textile and clothing companies devotegaificant part of their resources to develop anehta
new designs, innovative models and solutions aiatebsponding to ever changing customer needs — be
them industrial or public customers or individuatleconsumers - overall efforts must also be chéeohéd
assist and encourage these non-technological itioaveNTI’s) activities through fiscal incentives other
support measures. Moreover, there is the needdonsistent investment in creativity and innovatiotind

an appropriate legal shelter and for this reasomm@ission must ensure that IPRs are effectively and
properly promoted, recognised and enforced aeaéls.

Please find below a few suggestions regarding peaitions that could be fostered in this areamfcern:

0 Review the EU R&D priorities and programmes witledfic emphasis on economic value creation
potential and support of EU industry competitivenes

0 Make sure that EC R&D programmes (mid-term revid® Huture FP8) are significantly simplified in
structure and procedures to increase the numbesmpanies (especially SMESs) involved in EU R&D
projects.

0 Better support of the European Technology Platfo(@BP) in the development of R&D policies and
strategies and the dissemination of the results.

o Link ETP activities more closely to innovation aeducation policies in the sense of the knowledge
triangle, but ensure that the flexible and stakaéoetriven culture of most ETP’s today is not lost
complexity.

o Improve coordination and transparency of R&D & Imation efforts at EU but most importantly at
National and regional levels, to maximise the mton investment; hence a better coherence between
EU and national research agendas and programmes.

o Promote innovation with specific focus on non-tembgical aspects through projects and policy astion
such as the Lead Market Initiative (LMI) includintg impacts on public procurement, education,
standards and value chain networking.

% Key enabling technologies (KETs) are knowledgeristve, associated with high R&D costs, rapid iratmn cycles,
high capital expenditure and highly-skilled emplamh They are multidisciplinary, cutting across mmé&thnology
areas of systemic relevance
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0 Support the up-take of innovations by the marketedicating more attention to demand-side measures
such as the removal of market barriers for inneeagiroducts or the creation of incentives for publi
and private buyers.

0 Make the public sector a stronger first customerpimducts and services that result form innovation
and R&D projects/programs supported by public fagdiby creating public procurement process that
encourage and reward private innovation investments

o For the “creative” textile and clothing industrgdal incentives and other support measures shauld b
favoured both at EU and National level to sustaim growing recourse to technological and NTIs to
support the economic upward trend i.e. maintainettemption to state aid rules to 500.000,00 € b&yon
end 2010 (instead of the 250.000,00 € threshold)amna further period of 2 to 3 years across thae
EU.

o The crucial role of the intangible assets of thiduistry implies that IPR systems should be bettdr a

- including notably the protection of designs, &awhrks and other intangible assets from innovation.
This is particularly important for SMEs and sectdominated by intangible competitive assets like in
the textile and clothing industry. This approacii encourage firms to be even more creative inrthei

product development processes, to invest more rinvisition while always preserving and widening

their competitive knowledge advantage.

. The shortage of adequate skills and the need to eme skill transitions

EURATEX believes that the EU should strengthensttategy of promoting lifelong learning, mobility,
adaptability and knowledge and skill transfer bykiing it more strongly with robust assessment and
forecasting of strategic knowledge and skill neefds the preservation of Europe’s industrial
competitiveness. Moreover more emphasis should uteop the management of generational skill and
knowledge transfers, which the textile and clothsegtor like many other industrial sectors will dac
increasingly in the coming years due to an ageiodkisrce.

Therefore EURATEX is pleading for more effectivetatang between future skills and knowledge needs of
the industry with the various public policies angrammes targeting education, training and skill a
knowledge management more generally. This shoudd ffeough:

More palatable promotion of the industry in genarabng the young generations;

The development of effective measures to maximeseational transfer of skills & knowledge;

“Smarter” and more practical education programgtierup-take of new technologies.

Improving the industry’s technology and innovatimanagement competences through higher education
and advanced technology and management trainiignacit European level incl. better exploitation of
EU funding schemes in this area.

0]
(0]
(0]
(0]

By doing this we will ensure that core competenedsbe safeguarded and fostered in the EU andhat t
same time the unemployment risk will be minimizgdabljusting the offer to the actual requests.

. Energy, resource efficiency and the transitiond a low carbon economy

The European textile and clothing industry has uyolee a significant transformation over the lasirgeo
respond in a positive way to the need for a mdiieiefit and sustainable production. Companies lmasde
large investments to become more energy efficiadt improve resource management. At the same time
social awareness and public responsibilities hdse acreased putting a considerable pressure en th
competitiveness of the companies in particular SMEsxtile and clothing companies are willing to
contribute actively to the global challenge of eitgy a more sustainable and efficient industrial
environment but this effort must be balanced amapg@ry assessed on scientific and economic groaads
that our competitive hedge is not jeopardized. figh quality and sustainability standards exisiimghe

EU represent a competitive advantage for our compamdustry views a “sustainable and greener
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economy” as a business opportunity provided a eggoy, financial and fiscal framework that safegisar
investment and promotes these competitive advasiagmplemented

In parallel we should ensure a thorough control arthrmonized and efficient implementation of the E
legislation in the market in order to prevent pbigsianti-competitive practices throughout the dffec
implementation of the Single Market.

approachf the Commission and the Member States want torgand the uptake of greener technologies. To
this end, the strategy should [a] reward greenvations through better protection (i.e. IPR, but owly),
enhanced standard systems, targeted subsidiestet tenditions than the market; [b] not introducsw
Regulations disconnected from the life-cycle of thehnologies as the return on investment is bynéar
always immediate with those new approaches. Wogh a trial to have more active promotion polsdier

the up-take and the generalisation of greenerléeatid clothing products that are an effective easp to
certain challenges through:

0 More targeted research, development and innovaifogreen processes _irrespectioe the industry
sector;

0 The creation of specific European credit lines“fgreening” investments across the whole spectrum of
the EU textile and clothing industry;

o Clearer and more realistic public procurement alitavouring efficient “greener peorducts”;

o Active tax policies and subsidies to stimulate nemand for greener textile produtts

o Dynamic and targeted public-private advertisememicigs at national level showing the
environmentally, social and societal advantaggbade new products.

o Improve controls of REACh provisions on importedds and make known the results achieved while
limiting the impact of the new chemical policies tve EU industry (Biocides, REACh, new substance
of very high concern [SHVC], etc.).

o Limiting the impact of the future Climate changelipp goals and improve/simplify/etc. the future
Emission Trading System.

Finally, the EU should address the issue of thekésanand consumers’ resistance in rewarding more
environmentally-friendly products/processes. Indbeth actors are today not ready to invest in @psu
those products or technologies. In particular tget is not adapting his/her wish for a “safereagrer
consumption” with its behaviour as he/she is nappred to pay adequately for “greener” but slightly
costlier textile and clothing products. This isdaving imports and is not conducive to encouragegean
SMEs to invest in those new technologies or praess

. Manage restructuring and ensure adequate accessfinance

The existing gap between the financial and the nmss reality has to be bridged so that companies,
especially SMEs, are not confronted with a shortafjéinancing which prevents them from developing
normal business activities that could be also haetper hurt by ill considered exchange rate pdiciehus

it is crucial for the EU to guarantee that pro-cetitpve financial, monetary and fiscal policies are
implemented allowing companies to continue to iheesl create jobs in Europe.

While EURATEX recognises the importance of ensutimgt the EU overall banking system is sound and
strong, the EU Commission and Member states tasls@sto act in a way that any measure taken woold
distort abnormally the market as does the impleatent of Basle Il provisions. Indeed an overwhelgnin
majority of the textile and clothing industry dolibege that these provisions are creating problesnthase
rules are “pro-cyclical” i.e. they aggravate cyalidluctuations hence worsening any possible slight
improvement of the economic situation by imposiag testrictive credit behaviours thus not favouring
rapid exit from the economic recession. For dificbis might be for the authorities, the industblieves
that a way out to the situation could be:

* VAT rebate, active tourism policies for the modsation of their facilities including textile, etc.
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In the short term to propose an easing of the Baslenditions to help accessing credit as the eaun
situation is improving.

In the medium term to suggest a fundamental ravisioBasle Il conditions as those are considered
important (a) to ensure a more coherent accessetbt ¢o the benefit of the EU manufacturing base
while (b) ensuring an improvement of the finansiability of the European banking system.

EURATEX supports European actions aiming at favayirend increasing the financing of the
innovative companies, irrespective of the sectawhah they belong in order to stimulate innovation

its wider sense.

In this context, the current efforts at EU levefasas easier access to credit and finance for S8higuld be
applauded but more is needed to ensure effectideaagible results in the market (see below).

Favourable entrepreneurial and business environmengespecially for SME

Among other specific suggestions than the previames, EURATEX favours:

(0]

the implementation of simplified administrative peoures in all the R&D and Innovation
projects/programs as quickly as possible. Europeldhwiden the range of public funding instruments
and their possible combination across the entirectspm of research, creativity, innovation and
education needs. All should be based on fundinggqutores which are as rapid, flexible and SME-
friendly as possible;

policies through which innovation and creativitg @romoted, also thanks to easier, more avaikaide
affordable (under all economic conditions) accesscredit for innovation carried out by creative
industries (dominated by a vast humber of SMEs likehe textile and clothing sector) should be
fostered. Therefore it is crucial for commerciahks to effectively use the dedicated EIB funds for
helping those companies in making their innovatmrestment. Improving this would certainly be of
great help to industries like textile and clothamgd would lead also to more rapid uptake of redrdis
public R&D programs;

clearer link between research, innovation, grepneducts and public procurement at large. Inddweal, t
public authorities should encourage more visibly tiptake of the innovative products in the daydg-d
life of their administrations. This should be coetpd by a regulation instructing public buyers twot
rely exclusively on the price during their buyingopedure despite pressures for rebalancing public
expenses. This will also encourage textile andhailgt innovators to have greater recourse to the
standardisation and certification of their procegm®ducts, another way to secure their competitive
assets;

the implementation of more palatable promotion bé tindustry in general among the young
generations;

In doing so EURATEX believes that the EU textilalarothing industry will be in the position to resyl to
the emerging societal challenges such as demographinge and the requirements of improved health an
security measures.

EURATEX looks forward to constructive cooperatioithithe Commission as the future industrial strateg
moves forward.

Brussels ? June 2010
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