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I ntroduction

EURATEX, representing the €200 billions plus EUttlexand clothing industry, welcomes the initiative
taken by President Barroso and the Commissionutoctaa consultation on medium to long term strategi
for the European Union.

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

This industry has proved since the launch of thghHievel Group exercise on the textile and clothing
industry (2004-2006) its ability to already intetgran its industrial vision and strategies a nundfgpolicies
upon which the future EU2020 strategy will probably based. Even though the results may appear less
noticeable than in other more “technology-drivendustries, the EU textile and clothing industry lras
several cases be the pioneering sector in variolicigs showing abundantly its resilience and ésotution

to turn its policy focus towards the more fundaraérdompetitive assets in a knowledge-driven and
sustainable growth oriented global economy suclnagvation and creativity, research & technological
development, education and skills preservationlempntation of sustainable business processes)ysupp
chain cooperation, adoption of advanced ICT andagiiee market access to third countries in order to
preserve as much as possible of the EU textileciottling pipeline within the EU boundarte$/oreover,
the EU textile and clothing industry, which is snmore than thirty years in a constant restruajuend
adaptation mode, is currently reflecting on howas to further transform itself by 2020 to copehwitw
challenges imposed by the expected considerablegehaf the international competition and emerging
consumers and market trends.

EURATEX therefore accepts and supports the maiasdef the Commission’s proposed in the future
EU2020 strategy in order to keep, inter alia, kremlgle and skills within the industry as a base @bure
European textile and clothing competitive asselthofigh on certain specific themes EURATEX thinkatt
there are views which have to be taken into accowrdg greater extent than outlined, if the textied
clothing industry is to play its full part in suesful implementation of the strategy.

! Examples of such initiatives include: the Europ@artile Technology Platform, the Protective Tesdil.ead Market,
the CrossTexNet ERA-Net project, the Education @lzeries project, the market access working grthgp eBIZ-
TCF project for supply chain ICT harmonisation amadgious common initiatives with related industries.
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Creating value by basing growth on knowledge

It would not come as a surprise that EURATEX, repreging one of the most creative and innovativéspar
of the global textile and clothing industry, activeupports the Commission’s ideas on the needrtmgly

link education, research, innovation and creativitye textile and clothing industry welcomes thi foet an
increased cooperation and the need to pool resoineveen the EU and the Member States to acaelerat
the practical benefits of research. The fragmemratif duplication of research efforts resultingnfrahe
current set-up is clearly a weakness of Europe.

However, EURATEX would appreciate a clearer defomitof the term“creative industry” to which the
document refers to several times. Indeed, EURATBKslers crucial that such concept also cover the
“non-technological innovation” which is key to nuarkof European industries and in particular totéhile

and clothing sectér Specific policies should be developed to fostahsintangible value creation that is a
clear strength of Europe and as such are centridletoealization of the overall strategy proposgdhe
EU2020 communication.

Notwithstanding improved access to public R&D furgliin recent years most post-R&D investments
necessary to turn research results into innovatigducts have to be borne by companies themsaihésis

an enormous effort and risk especially for SMEamy type of company active in fast-moving marketshs
as the fashion sector, an aspect that is not siriflg recognised by the private financial insibats or by
public authoritiesThis calls for the following suggestions:

1. Widen the range of public funding instrumentgl daheir possible combination across the entire
spectrum of research, creativity, innovation andication needs. All should be based on funding
procedures which are as rapid, flexible and SMErfilly as possibje

2. The _European Technology Platfol8TP) policies are a success story and must bénoaa and
strengthened beyond the FP7 time frarhenking ETP activities more closely to innovatiand
education policies in the sense of the knowledgadte makes sense, but in such process the fieaid
stakeholder-driven culture of most ETP today showidbe lost in complexity.

3. The pooling of public resources from EU, natioaad regional level used for stimulating research,
creativity, innovation and education must be furtdeveloped, always with an eye on accessibility,
flexibility and simplicity of schemes.

4. Public-private partnerships (PPP) in researchiamovation can offer new ways of tackling common
industry-society challenges. However it should bptkn mind that complex large-scale structuredisuc
as FP7 Joint Technology Initiatives may not be abli to all industry structures and situations.
EURATEX strongly believes that future R&D cannot ¢erried out solely through PPP_structubes
that those should be an additional instrument effealongside strongly continued “classical” fornfis o
research and innovation support such as collalverptojects.

5. Supply-side support measures should be accoegbdnyi more effective demand-side measures, such
as a clearer linkbetween research, innovation and public procurérmdeed, the public authorities
should encourage more visibly the uptake of theovative products in the day-to-day life of their
administrations. This will also encourage textited a&lothing innovators to have greater recourseénéo
standardisation and certification of their procegs®ducts, another way to secure their competitive
assets.

6. To attract more innovation and creativity EURATEonsiders crucial that the access to credit for
innovationcarried out by creative industries - dominatedibyast number of SMEs like in the textile and
clothing sector — would be made easier, more adailand affordable under all economic conditions
Therefore it is_cruciafor commercial bank#o effectively usehe dedicated EIB fund®r helping those
companies in making their innovation investmentproving this would certainly be of great help to
industries like textile and clothing and would lesldo to more rapid uptake of results from publ&R
programs.

2 Non technological innovation in the textile andtbing depending from the type of product-rangddoepresent up
to 20% of the turnover invested in product develeptrand creation on a yearly basis
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7. The Commission rightly highlights the crucialermf the intellectual property righ{3PR) systems.
This has always been key for our companies buatkess to effective, easier, less burdensome dtett be
protecting IPR systemacluding notably the protection of designs, tradeks and other intangible assets
from innovation should be fostered. This is patdy important for SMEs and sectors dominated by
intangible competitive assets like in the textite &lothing industry. This approach will encourdiges

to be even more creative in their product develagnpeocesses, to invest more in innovation while
always preserving and widening their competitivewledge advantage.

Empowering peoplein inclusive societies

EURATEX agrees with the views of the Commissiort tha post-crisis economy will be a challenging and
a key period to ensure the maintenance of the Etdpetitiveness across all the industries with no
distinction. In that context the textile and claotpiindustry shares the views laid-down in the EURARAft
communication. However, EURATEX would like to drale attention on a few elements important for its
industry.

1. The right combination of flexibility and job sedy (“flexicurity” ) is of great importance in particular in
industries that are transforming themselves frobola-intensive to more capital/technology-intensive
models like the textile and clothing industry. Ttwarent crisis showed abundantly that in the Member
States where some forms of “flexicurity” were o#fdrto businesses, they managed to maintain as much
as possible employment while promoting the destraéstructuring programs for the continuation efrth
activity. On the opposite the lack of flexibility the rigidity of the systems in place in a greamier of
Member States have encouraged or forced compangteti more workers — in particular the less skille
ones and despite the costs linked to this practittean it would have been necessary to ensure the
maintenance of the company. Hence a plea for mewdbility, better integrated social and education
systems to accompany the transformation of the &ilé and clothing industry by 2020 in a real
knowledge-based industry.

2. The textile and clothing industry considers Key its competitiveness the preservation and the
improvement of the workers skill§his is already factored in the companies pdiagen though the
average size of the companies is not always comedoimore effective and efficient “life-long leang”
programs. EURATEX is pleading for more effectivetaming between future skills and needs of the
companies and this for all the functions neededhaycompanies. This should pass though: [a] more
palatable promotion of the industry in general aghéime young generations; [b] the development of
alternate trainings that will maximise the transtérknowledge as well as [c] “smarter” and more
practical education programs. By doing this we we#ilsure that core competences will be safeguambtkd a
fostered in the EU and at the same time the unem@at risk will be minimized by adjusting the offer
to the actual requests.

3. Strict control of state aigvhich governments may wish to offer for employmenéservation is
necessaryThis is valid in particular for sectors or sulztees that are very sensitive to restructuringoor t
distortion of competition. Indeed in this very heqgteriod the temptation to have recourse to nation
regional state aids to support the continuatioroperation of non-competitive units at the best will
perpetuate depresses financial returns for the roomepetitive companies. But it will most probably
convince or force more competitive producers t@ckgise their production units with their technglog
and their knowledge to avoid being forced out afibass. This will be a net loss of competitiverfess
the whole European industry. These distortionsoofigetition can be avoidddter alia by strict rules on
state aid control at EU level, and by their rigar@mnforcement.

Creating a competitive, connected and greener economy

The European textile and clothing industry welcortiesCommission recognition of the crucial roleygld
by the manufacturing industry and the need _forestrapproach to industrial policfhe latter must be
implemented with no a-priori on the sectors conedrim order to have a broad-based modernisatidaheof
industry.

EURATEX has developed since years a policy ageindang at favouring the modernisation of our sector
by coordinating and encouraging better integratibmnovation, R&D, education, skills, health arafety
and environmental sound policies
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The efforts in improving the efficiency and the guativity are already a reality in the textile acidthing.

The European textile and clothing pipeline has mavirenmental and carbon footprint which is probably
amongst the lowest in the world and its products essential components in many environmental and
climate change functions.

With the above in mind, EURATEX would like to stsesn a few elements of importance for its industry.

1. Greening of products is an attractive concegit ihsupported by EURATEX since several yearstbut
effective and practical implementation is more idifft Companies need to take into account their
investment life-cycle to ensure a correct returrirestment. It is therefore crucial that the Etatsgy
does integrate the “investment life-cycie”its policy approach if the EU2020 strategyasommand the
uptake of greener technologies. To this end, tretegly should: [a] reward green innovations through
better protection, enhanced standard systems t¢argabsidies at better conditions than the masket,

[b] not introduce new Regulations disconnected fthm life-cycle of the technologies as the retumn o
investment is by far not always immediate with thasw approaches.

2. The EU should address the issue of the bankedscansumers’ resistance in rewarding more
environmentally-friendly products/processes. Indeeth actors are today not ready to invest in those
products or technologies. In particular the latgernot adapting his/her wish for a “safer, greener
consumption” with its behaviour as he/she is na@ppred to pay adequately for “greener” but slightly
costlier textile and clothing products. This is daving imports and is not conducive to encourage
European SMEs to invest in those new technologigsaresses.

To be effective, the greening of products callsadot of expectations for support policies fromrivieer
States and the Commission. It is worth a trialagenmore active promotion policiésr the up-take and
the generalisation of greener textiles and clothpngducts that are an effective response to certain
challenges through: [a] more targeted researcheldpment and innovation of green processes
irrespective of the industry sector; [b] the creatiof specific credit lines for “greening” investms
across the whole spectrum of the EU textile anthiolg industry; [c] clearer and more realistic pabl
procurement polices; [d] active tax policies anbtsédies to stimulate more demand for greener textil
products®, [e] dynamic and targeted public-private advertisat policies at national level showing the
environmentally, social and societal advantagebadge new products.

3. EURATEX stresses the importance of European simvent in _efficient and environmentally
favourable electricity generation and transmissigrliable electricity supply, at prices comparatale
other regions of the world and with no noticeabfeecence among EU Member States, is one of the key
to industrial competitiveness. Clearly, this goaadin hand with investment in energy efficiencyiat
also helps to reduce costs by limiting the numibgreneration plants required.

4. It should be emphasised that European envirotah@olicy decisions must take into account the
implications for industrial competitivenedsurther increases in costs for European industgmming
from a wide range of policies coupled with the ptee on the prices in the world markets and a tdick
access to credits weaken the international conngatgss of the European textile and clothing ingist
which is already best in class on a global basie fesult will be at best loss of production in the
European Union, and a growth of imports - largelyduced in regions with higher energy intensity per
unit of output, higher carbon emissions in eledgriproduction and lower standards of pollution toh
and health and safety encouraging by the same &ikd@ronmental dumping in the EU.

5. The_simplification of legislatioshould be streamlined and the result should inetige not cost more
than the existing set of legislations. An effectimelependent impact assessment of the legislations
should, therefore, be implemented and be made wsitde and inclusive to avoid unnecessary delays i
their adoption and implementation.

In this context the impact on competitivendssm over-regulationor complex rules- at national,
regional as much as at European level — as wefleasnpact of unnecessary delayinghe adoptiorand

the implementation of simplified rules for the ity must also be taken into account. Three exanple
among others: the complexity and limitations of de¢ailed emission trading systeuales which are

3 VAT rebate, active tourism policies for the modsation of their facilities including textiles, etc
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slowly emerging will greatly reduce the effectivesef the carbon leakage provisiothe delay in the
adoption of simplified rules on generic fibre nanaesl in the rules on bioactive fibrda the last two
cases it is recognised that the existing laws disge or hamper innovation and the delays in the
adoption of the revised legislations will not gy clear advantage in terms of consumer safetywéhd
favour imported products. In addition there is thek that further delaying their adoption will irkase
requests from the legislator of additional and rethunt new legislations or provisions that will retend

not better protect the consumer and will increasthér the costs, discouraging their effective kpta

The comments in the previous section on “flexiguriskills preservation and state aid control al®a
relevant to this section.

Making it happen: starting with a successful exit from thecrisis

It should not come as a surprise to the CommigsianEURATEX shares its assessments on the needhfor
orderly exit from the crisis.

Nevertheless EURATEX would like to stress againabpect of access to crefitluding the restoration of
normal and workable conditions in credit insuraand the access to specific “green-credits”. ThiHf igreat
importance for an industry dominated by SMEs tha facing huge difficulties to finance their daily
activities because of the very strict conditiongpdased by the private banks on firms for respectirgy
“Basel 1I” requirements. EURATEX have already ssexs$ this point in February 2009 and is still of view
that the negative effects of an excessively stnigilementation of the “Basel II” credit conditions the
SMEs - highlighted since the start by the induatrgl revealed by the current crisis - should beexsdd in
priority and with urgencyThis to avoid that the exit from the crisis isvged-down by a lack of accessible
credit and by discriminating among businesses agctbss based on “automatic credit criteria” apphesc
disconnected from the reality, thus impeding fitmsaise their investment intensity on competerisks,
knowledgg and on new processagdening production process, R&D and innovation,) étey for their survival
and the future implementation of the proposed EW0Zifategy.

Finally, we also emphasise the importance of su@bdé public finances. Excessive deficits will @riup
interest rates, and risk future instability andesi.

Making it happen: harnessing existing instrumentsin a new approach
» Fully exploiting the single market

EURATEX supports the comments of the Commission.
» Setting EU 2020 in a global context

EURATEX believes that even in 2020, although theik be new products and new activities based on
green and other advanced technologies, it is cettait the majority of EU industrial activity widtill be
based on more “traditional” sectors integratingrawgng number of those new technologies. Of course,
these will have adjusted their technologies anddyeb ranges in line with the drivers to which the
Commission calls attention, but they will still bempeting globally with producers in countries whiwave
chosen not to advance as quickly as the EU in itleettbn of regulatory controls which increase sodthe

EU textile and clothing industry should therefoenéfit from a better access to fast growing thitkats

for its creative, innovative and environmental sbynoducts as a way to secure companies’ investiment
the EU and to avoid shift of production to lessimmmmentally stringent countries or regions that part of
the main world competitors of this particular inttys

Moreover all efforts to increase the knowledge #red productivity to support the EU2020 strategyudtio
allow EU companies to conquer new market nichesonbt within the European Union markets but more
importantly across the world. Here the extent & pinemium which European consumers will be ready to
pay for “green” products is very far from cleaed previous sectiopysbut experience has shown to be very
low and unlikely to change. As a matter of consegeethe competitive situatiarf these industries, as the
textile and clothing sector, marketing greener pratiucts has to be one of the major factors inobail
context. The linkage between the EU industrial emmhpetitive policies with the trade policy shoulore
consistent and straightforward

* ETS: The list of sectors at risk of “carbon leaiaimcludes the entire textile and clothing pipeliof production
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Moreover, EURATEX is convinced that while securiogen markets for EU exports is important, so is
retaining_effective trade defencapability, in line with WTO rules in order.

Deepening relations with key strategic partnereugh Free Trade Agreemert@n be a helpful part of the
global policy. However in order to achieve an difecand consistent trade improvement we needl&ztse
carefully our potential partners ensuring that éée¢d markets are sufficiently attractive for EU ustiy.
Moreover we need to ensure balanced and symnpetidgsions in the agreements by: [a] avoiding egives
transition periods before EU gains access to atiakets; [b] maintaining a consistency in the agpliules
and in the possible negotiating concessions. lal$® fundamental to ensure effective monitoring and
compliance provisions in order to prevent the raitesnent of market protective measures by thirchtas.

For the textile and clothing industry, trade relas within the Euro-Med areand with Eastern Europe, are
of particular strategic importance and we have asarsure their full development potential is acclishpd.

Finally, the maintenance of a strong WTO framewsrlessential — whatever the ultimate outcome of the
DDA negotiations is. In this respect it is fundana¢mhat the adhesion process of important tradsees is
concluded (i.e. Russia) and that we ensure the dothpliance of WTO Rules by alhembers and

particularly by the key tradglayers.
» Supporting growth through full use of the Stability and Growth Pact

EURATEX shares the Commission’s approach. A reddrstructural reform agenda is highly desirable in
particular if this is accompanied by a more reiliBuro/US Dollar exchange rapmlicy. The latter should
help EU companies to be able to better leveragesitmvents in the areas of development proposedéyy th
EU2020 approach and to widen the market opporasfor selling their “greener” products.

» Réflecting political prioritiesin our public budgets

EURATEX notes the Commission’s approach and hopes the new priorities will receive from the
Commission and the Member States the adequatdiatiemd will be commensurate to the ambitious new
priorities expressed in the draft EU 2020 stratebjle respecting the stability pact. EURATEX is dgao
contribute to the thinking on exploring how newdinting resources can contribute to the overallegyaset

in this document.

» Establishing clear governanceto make the new strategy effective

Partnership with all stakeholders, public (at regip national and European level) and private, wél
essential. The role of industry is key to delivgrgood economic results both at overall level arttialevel
of each industry or particular sectors.

EURATEX looks forward to constructive cooperatioiththe Commission as the EU 2020 strategy moves
forward.

Brussels 14 January 2010
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