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Foreword

In 2019, faced with unprecedented challenges and uncertainties brought about by trade
frictions and geopolitical tensions, the woddonomy was dragged intoséowdown.
Several economic indicators have even hit new lows since the international financial
crisis in 2008 slowing down the already weak recovery of global economy, and
resulting ina downturn inglobal trade as a whole. In the contextstfggishdomestic
andoverseasnarket demands argteatuncertainties in trade prospects, Cl@ngextile
industry is opeating under certain pressure, with declines in exports, investment and

profits and lowspeed growth in industrial added value.

Compiled under theauspices of the China National Textigxd Apparel Council
(CNTAC) and written by thé®©ffice for Social Respuosibility with strong support from
CNTAC leadership and various departments, this repomes aghe 15th industry
social responsibility reporssued by CNTAC. Many stakeholders of CNTAC at home
and abroadrovidedvaluable suggestions for its revisiorhis report is comprised of
four parts: Part | describes the developmenCdf i ntextdesand apparel industry in
2019, and analyzes the impadtindustry development trends on CSR fulfillment; Part

Il introduces the main efforts and achievements of &8lTand textile and apparel

enterprises in CSR construction; Part 11
I ni tiati ve Hraematibnal@xhibit®is] Par) IV shares the CSR work plan
of C h i neatidesand apparel industry for 202021.
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Part I. The Development ofC h i nTaxiile and Apparel
Industry and Its Impact on CSR Fulfillment of the Industry
1.1The Development ofC h i nTaxdils and Apparel Industry
1.1.1.Support Steady Development of Chinég Economy

In 2019, Chiné& economy remained statde a wholeGDP reache®MB 99.1 trillion,

growing by 6.19%. Chi nads text i | e facedndmemysghalenges ati nd u st
home and abroad: the world economwgsrecovering slowly, the tradeasgrowing at a

slower pace; domestic consumption and investnveaite declining, and economic

development pressurgasmounting, to name a few.

The prosperity index ofC h i ntexbles industry stayed in the development range
throughout the yearall subsectors, except chemical fiber and filament weaving
industriesachievedapid growth, were growing slowly in terms of imstry added value;

the industry added value of textile enterprises above designated size increased by 2.4%

YoY, 0.5 percentage points slower compared with the previous year.
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Figure 1. Prosperity index of the textile industry in China®

1 SourceReport on the Work of the Government 2020

2 Source: Ndbnal Bureau of Statistics.

3 Source: Industrial Economic Research Institute of China National Textile and Apparel Council. When the
prosperity i ndex odhiglehthan%04tsnditcateshat tHe endustry id prasperoys; the lagger th

value, the more optimistic the situation.
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Figure 2: Industrial Added Valuein 2019 (by industry)

In 2019, the growth of caumption in Chiné textile and apparel industry slowed down

significantly compared with 2018.

Table 1: Consumption Growth in China& Textile and Apparel Industry

Amount
(RMB 100 Growth rate

Change in

- rowth rate
million ) g

Retail sales of clothing, shoes, ha

knitwear and textiles above the natio 13,517 2.9% 5.1
guota
Natlo_nal consumption expenditure @ 18,733 4.16% .0.38
clothing products
Nati | onli tail sal f

ational online retail sales of appa 15.4% 6.6

products

4 Source: Industrial Economic Research Institute of China National Textile and Apparel Council.
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In 2019, the totalixed-asset investments in Chisatextile industry fell by 5.8%0Y,
indicating the sluggish investment willingness of investdte industry investment of
Henan Province, Anhui Province, Jiangxi Province, Hubei Province and Hunan Province

was growing pasively, while that ofotherprovinces declinely varying degrees.

Table 2: Growth of Total Fixed-assetinvestmentby Industry

Total fixed-asset investment by industry Growth rate
Textile industry -8.9%
Apparel industry 1.8 %
Chemcal fiber manufacturing industry -14.1%

Due to fluctuations in the operating efficiency, enterprises also faced increasing
management pressure. In 2019, the profit margithefoperatingevenue of textile
enterprises above designated size nationwidletdethe bottomof 4.6% in the last

decaae, 0.5 percentage points lower thiéwe previous year
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Figure 3: Profit Margin of the Main Business ofEnterprises aboveDesignatedSize®

5 Source: Industrial Economic Reseatuhktitute of China National Textile and Apparel Council.
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1.1.2. Adjust the Structural Layout in Overseas Markets

The weakening international economic recovery, mounting uncertainty in the trade
environment and othdactors resulted in an increase in export pressarthe textile
industry from the previous year. The adjustment of product and market structurek as wel
as the pace of industrial transfeere also acceleratingln 2019, the foreign trade,
exports and imgrts were all on decline once again af#&periencing certaigrowth in
20172018.

In recent years, the intiadustry trade between China and its partcountries globally
experienced rapid development, with a gradual increase in the proportion ofsiapo
exports of intermediate products. In 2019, the proportion of textile exports rose to 44.2%,
1.2 percentage points higher than 2018, and the expuoount grew by 1%; the
proportion of clothing exports fell to 55.8%, and the export amount droppéd ¥?

In 2019, Chinés textile machinery showed new characteristics in import and export. The
growth rate of exports was significantly gredtean that of imports, maintaining a trade
surplus. The imports and exports of Clintextile machinery addeg to $7.116 billion,

a YoY decrease of 3.81%. Among them: textile machinery imports reached $3.333
billion, a YoY decrease of 10.49%; the expagached $3.783 billion, a YoY increase of
2.96%.
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Figure 4: Textile Fibers andWastes(RMB 10,0007

6 Source: http://nesictei.cn/trade/jckxx/202004/t20200409_3981957.htm.

“"Source: General Administration of Customs, Peopl ebs
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Figure 5: Garments andAccessories (RMB 1M00)°

The share o€hinese textiles and apparels in the markets of major developed countries

slightly narrowed.
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Figure 6: Market Share of Chinese Extiles and Apparels in Major Developed Countries

8Source: General Administration of Customs, Peopleods
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The exports tBRI countries continugto grow.

BRI countries

ASEAN
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In 2019, the exports of Chiatextiles and apparels BRI
countriesreached $98.46 billion, an increase of 3.4%, be
than the overdllevel; the market share rose to 36.2%,

percentage points higherain 2018.

In 2019, the bilateral textile and apparel trade between C
and ASEANcountriesreached $46.38 billion, an increase
2.9%, reflecting a closer bilateral tradéat®nship betweer
the two sides. Among them, the exporand impors of
China® textiles and apparels increased by 2.3% and
respectively.

To accelerate the acceptarafeovercapacity from China an
Vietnam, ASEAN countries such as Philippines ¢
Indonesia further expanded their local textile industries.
In 2019, the exports of China's textiles and apparels to J
reported $19.9 billion, a decrease of 4.67%e unit price of
major apparel products exported from China to Je
rebounded fotwo consecutive years.

As ChinaUS trade frictions continue, the exports to -
United States dropped substantially. In 2019, the expor
textiles and apparel®o tthe United States reported $45.
billion, a decrease of 7.7%, the largest deciimehe last

decade

The EU market performed sluggishly. In 2019,
cumul ative exports of Chi
reported $47.25 billion, a decreasf 4.7%.



I n the process of outbound i dustrgmesameat , Chi
layout offiMainland China + Southeast Asia + Afric&ectorwise, it was noted that:

i Cotton spinning and knitting enterprises &we thetrailblazes i n Chi nads t
and apparel industry for overseas investment. The overseas invegiroguts of

weaving, printing and dyeing, weaving, chemical fiber, etc. als@rbég increase

gradually.

0 Knitted gar ment pr ocdeagparel indystrpecamé leadimgp 6 s t e x
field of outbound investment. Many large knitting companmaade largescale

greenfield investments arpdacedinternational orders in countries with low labor costs

and good trade environments such as Vietnam, Cambodia and Myanmar.

U An increasing number of domesti@brics weaving and printing & dyeing
capabilities were expeditiously transferring oversea&esides domestic leading
companies in the chemical fiber industry also dmetp expand tothe international

market, and promoted their overseas business ctwigds upper reaches

Table3: Ranking of Targets of @tbound hvestmentby Chinas Textile Industy
between 2015 and 2018

Total investment between 2015

Ranking Country/region and 2018 (Unit: $100 million)
1 Hong Kong (China) 25.99
2 Vietham 10.71
3 Singapore 7.71
4 BVI 2.58
5 USA 2.14
6 Ethiopia 1.85
7 Myanmar 1.52
8 Egypt 1.47
9 Caymanislands 1.32
10 Cambodia 1.25
11 Malaysia 1.02
12 France 0.92
13 Pakistan 0.85
14 Tajikistan 0.77
15 Indonesia 0.76
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1.2Major Development Trends of Chin@s Textile and Apparel

Industry and Its Influence on CSR

1.2.1.An Innovation and Technologydriven Industry

In 2019, the development of Chimatextile and apparel industry waslated more

closely to that of information technology and digital economy. Going forward, more
ndeistry,so hsd¢o ofken d

inputfor R&D would beprovidedi nt o

consumerseven more diversified productsf high qualityand a richer consumption

experience.

U Increasd input for R&D in key areas such as textile green manufacturing,

intelligent manufacturing, andhew textile materials,strive © address technical

Chi nabds

app:

weaknesses in the industry and break the bottlenecks constraining industry development.

U Increasd support for differentiated

and functional general fibers, ‘ogality

traditional textile products, advaed manufacturing technology, higuality and

environmerdfriendly dyeing and finishing technology and other fields, and accelerate

the transformation and upgrading of a wide range of industrial chains.

0 Upgradel industrial and regional

public service agfbrms, and promote

developmentof information service systems for key industrial clusters.

Supply side

Promotng the transformation of traditiong
textile and apparel supply chain to
digital, flat, shared, flexible, and ecologic

prodiction mode.

Demand side
Transforning from single physical store
to the integration with PC -eommerce
terminals, mobile €ommerce ternmals,
and information media covering &

customer groups, channels, categor

periods, experience, data and links.

In 2019,2 second prizes of thélational Science and Technology Progress Awavere

granted to the projects df H i -getiormance Indusal Yarn Energysaving Twisting

Preparation Technology and Equipment and Its Industrializateom d

ADi g

Technologies and Ingstrialization in the Field of Textile Fabric Casor
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1.2.2.A Culture-led Fashion Industry

The fashion industry, with textiles and clothing as the mainstay,integrating and
sharingvalue withindustries such aBlm and television, music, financégchnology,
accessories, tourismand urban construction. Themeging technologies, models,
formats and mechanisnasove rapid development frorfindividual fashiom in the past
tofpanf as hi on e waslthe lgrgnds, desigihees tevents, taleaihing systems,
and industrial public service platforms, indist clusters, cities and other factors

showedatrend ofintegration.

Fashion By relying on contemporary fashion brands, gradually demons
NV AGEl oSl the uniqueness of Chinese fashion culture, endmbthe essence ¢
to [leel=8 Chinese aesthetics, dissemirththe spirit of Chinese philosoph
cultural and fosteeda brand temperament underpinned by excellent Chi
confidence cultural heritage.
Fashion The cultural ecologywasbecoming more diverse, evidenced by
slele[llesig[=lo=s emerggnce of many subultural groups such as Han Chineg
0 CEIEGEIEET clothing, cosplay, street dance, graffiti, animation asp@ts. This
needs did not only put forward endless demands on the textile and ap
industry, but also brought development opportunities.

12



1.2.3.A Responsibility-oriented Green Industry

Chinabds textil e veas cbommittpdpta rcantinuougl meducisgt its y
environmental footprintThe industry reinforced the traceability of chemical, water, and
energy footprints as well as supply chain management, phased out outdated facilities and
reduced pollutant emissions. Itagiually evolved environmentananagement in a
direction to go both scientific and compliant, and further enhanced sustainable

development capacities.

By 2020, theenergy consumption per unit of imstral added value of enterpris
above designated size in the textile industif be reducedby 18%on a cumulative
basis carbon dioxide emissions by 22%, and water consumption by 23%, and th
recycled textileiberswill reach12 million tonso

I I Outline of the 13th Fivwear Plan for the National Economic and

Soci al Devel opment of t

Chinas textile and apparel industwes actively tackling environmental challenges.

Continuing to The new Environmental Protection Lastipulatel that the direci
raise the emission of chemical oxygen demand (COD) of textile enterp
standards for should be controlled at 80mg/liter. By setting a higher thresk
pollutants for pollutant discharge, this new law encoumhgnteprises to

discharge increasanvestment irenvironmental protection.

Implementing Implemening classified management for technical transformal
Sale S =EE projects of printing and dyeing enterprises, andihglpnierprises
SiERhEIGERIEGEA with automated and intelligent transformation without increa
printing and production capacity

dyeing industry

DGIVEEEIT I Avoiding excessive accumulation of old clothesd redudng
sustainable landfill or incineration from disposal of old clothes; incliegs
consumption investnent in R&D, usng more renewable or sustainable r
materials, applying the environmental protection concept i
products and conv@yg it to consumers.
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Part I CSR Construction of Chi
Industry in 2019

2.1 Responsibility for the People

Promoting t he A Fami |y Fr initaive. |Iny August 2019 the &ocial
Responsibility Office of the China National Textile and Apparel Council (hereintfeer

fiSocial Responsibility Offic® put forth the concept ofiFami | vy Fr i endl y Fa
calling ontextile enterprises to take mfull account the actual needstbe majority of

female employees in the context of the shortage of labor resources, solicit opimmons

female employees whedeveloping corporate manageent systems, and integrate
family-friendly policies into corporat managementso as to form a more
peopleoriented management system and corporate culture. According fi-ainaly

Friendly Factory (FFF) Initiativ@ domestic and foreign companies, ingtons, and

brands should jointly promote theigh-quality and sustainable development of the

industry by building familyfriendly workplaces.

Figure8 FfAFamily Friendly Factoryo
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UNICEF highly recognizes and provides strong support for the FFFtivetidn July
2019, the Social Responsibility Office participated in the 2019 UNICEF Summit. At the
roundtableo n t h e Frbne magernity to ndrsing leave: how the government and
business community can provide parents with paid i@atree Social Resmsibility
Office shared its experience in carrying out gerffdendly projects in the past few
years and the upcoming Family Friendly Factory (FFF) pr@adidiscussed with the
paricipants the challenges facitige promotion of FFFrelated work and aoesponding
solutions. After theoundtablethe Social Responsibility Offideadin-depth discussions
with personnel from UNICEFRor Chinese projects othe possibilities of launching
cooperation projects in China. The Social Responsibility Office aldicipated in the

United Nations HigHevel Political Forum on Sustainable Development.

Survey
completed

by
businesses

Review of
publicly
available
policies of

60 L

Figure 9: 2019 UNICEF Summit
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Supportinge nt e r p r ideredidviolentd campaignThe CNTAC, based on the
consensus on a famifyiendly corporate culture, woed with the Asia Foundation to
organize a series of trainirgessios for more than 100 trainees fromore than60
enterprises in Xigiao, Guangdofgovincea nd Ji n a n ShamddngPrioariced a n ,
These trainingsessios start fromfpromoting antidomestt violence with corporate
responsibility, and cover thelevelopmenbf gender equality management mechanisms
in enterprises and famifyiendly workplaces, the promotion of amtbmestic violence

with corporate responsibilitand otheaspecs.

Figure10: Training in Tai 6an

Enhancing the protection for the rights and interests of female employees in

overseas enterprisesTo address the challenges facing female employees nre so
Southeast Asian countries in terms of employment, equal pay for equal araik

workplace safety, the Social Responsibility Office and the Asia Foundation jointly
carried out t he pr ogemsitiie comobratefisipstem lindoversgas a g e
inved ment companieso in 2019. The praeglect ai
companies in Chinese investment companies and introduce CSR practices that promote
gender equability by developing gendensitive management tools suitable for the laws
andsocial culture of the host country, and carrying out capacity building taesivin

July, the capacity building project for senior managers of Chihesbted enterprises in
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