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PREFACE

In 1991 the United States International Trade Commission initiated its current Industry and
Trade Summary series of informational reports on the thousands of products imported into
and exported from the United States. Each summary addresses a different
commodity/industry area and contains information on product uses, U.S. and foreign
producers, and customs treatment. Also included is an analysis of the basic factors affecting
trends in consumption, production, and trade of the commodity, as well as those bearing on
the competitiveness of U.S. industries in domestic and foreign markets.'

This report on Home Textiles covers the period 1993 through 1997. Listed below are the
individual summary reports published to date on the energy, chemicals, and textiles sectors.

UsIrc

publication Publication

number date Title

Energy and Chemicals:

2458 November 1991 ............ Soaps, Detergents, and
Surface-Active Agents

2509 May 1992 ................. Inorganic Acids

2548 August 1992 ............... Paints, Inks, and Related
Items

2578 November 1992 ............ Crude Petroleum

2588 December 1992 ............ Major Primary Olefins

2590 February 1993 ............. Polyethylene Resins in
Primary Forms

2598 March 1993 ............... Perfumes, Cosmetics, and
Toiletries

2736 February 1994 ............. Antibiotics

2739 February 1994 ............. Pneumatic Tires and Tubes

2741 February 1994 ............. Natural Rubber

2743 February 1994 ............. Saturated Polyesters in
Primary Forms

2747 March 1994 ............... Fatty Chemicals

2750 March 1994 ............... Pesticide Products and

- Formulations
2823 October 1994 . ............. Primary Aromatics

! The information and analysis provided in this report are for the purpose of this report only.
Nothing in this report should be construed to indicate how the Commission would find in an
investigation conducted under statutory authority covering the same or similar subject matter.

i



PREFACE—Continued

UsITC
publication  Publication
number date Title

Energy and Chemicals-—-Continued:

2826 November 1994 ............ Polypropylene Resins in
Primary Forms

2845 March 1995 ............... Polyvinyl Chloride Resins in
Primary Forms

2846 December 1994 ............ Medicinal Chemicals, except
Antibiotics

2866 March 1995 ............... Hose, Belting, and Plastic
Pipe

2943 December 1995 ............ Uranium and Nuclear Fuel

2945 January 1996 .............. Coal, Coke, and Related Chemical

Products

3014 February 1997 ............. Synthetic Rubber

3021 February 1997 ............. Synthetic Organic Pigments

3081 March 1998 .............. Explosives, Propellant Powders, and
Related Items

3082 March 1998 .............. Fertilizers

3093 March 1998 .............. Adhesives, Glues, and Gelatin

3147 December 1998 ........... Refined Petroleum Products

3162 March1999 .............. Flavor and Fragrance Materials

Textiles and apparel:

2543 August1992 .......... ... .. Nonwoven Fabrics
2580 December 1992 ............ Gloves

2642 June 1993 ... .. ...l Yamn

2695 November 1993 ............ Carpets and Rugs
2702 November 1993 ............ Fur Goods

2703 November 1993 ............ Coated Fabrics
2735 February 1994 ............. Knit Fabric

2841 December 1994 ............ Cordage

2853 January 1995 ...... ....... Apparel

2874 April 1995 ... ... ... ... Manmade Fibers

3169 March1999 ............... Apparel

il
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ABSTRACT

97.

-

This report addresses trade and industry conditions for home textiles for the period 1993-

Home textiles include such {:‘umxshmgs as bed, zozlet, kitchen, and table linens (e.g.,
sheets, blankets, comfon@rs,pmows,towels,andzabie cloths), curtains, and draperies.

The U.S. homc textile mdustry underwem magor restructuring during 1993-97 as a
remaxmdhzg’hly value conscious, tetaﬂm'sbec#mémom demanding of their suppliers
interms of price, quality, selection, and service. Moreover, consolidation in the retail
sector and the growing concentration of sales volume among a few big retailers
mmasdmebatgammgpowmofﬁwmﬁwsm&mmﬁadmmm '
buyer rciatxonshxps

To remain mmpemtve, Us. pmduwrs ‘have merged, acquired, or otherwise

~ restructured to reduce costs and gain production capacity, new product lines, and

~ market share. The large firms now offer retailers a wide range of goods, including

those with strong brand name identification, and are able to meet retailer demands for
latgevolme orders, lowmms, andtzgmﬁmm'y schedules.

uUs. Wm&mwmmmwﬁmlmtommms
relatzonshxps Theymveswdmmmmufammgandmfomamnmhm%ogmm /

increase capacity and productivity while reducing employment levels. The new -
technologies also provided produce: mthgreaterﬂexibzmyxocoordmateprodmmn»;

mdmwkmwnhmzkr‘mdsandmwmﬁowofgoods,mmmd” )

mfmmkrsasmﬁas:ﬁ*om the producers’ mwmamzaisuwhm

uUs. prodm’shxpmemofhomeml&sgmwbyii percent during 1993-9‘7 ”wan
estimated $9.6 billion. U.S. consumption rose by 16 percent in the period to $11.0
billion. Imports’ share of the market rose from 12.0 to 16.3 percent in the period.

The U.S. trade deficit in home textiles widened considerably during 1993-97, rising
by $542 million to $1.4 billion. U.S. imports grew by $651 million, or 58 percent, to
$1.8 billion and exports rose by $108 million, or 35 percent, to $415 million. Chm
India, Pakistan, Portugal, Mexico, and Taiwan supplied 63 percent of the imports in
1997, and Canada accounted for 51 percent of the exports.

Estimated world exports of home textiles rose by 35 percent during 1993-96 to $8.8
billion. China, Pakistan, Portugal, and India were the world’s largest exporters,
together accounting for 45 percent of world home textile exports in 1996. The
European Union, as a group, is the largestexporterofhomc textiles with 31 percent
of world exports in 1996.







INTRODUCTION

Home textiles are furnishings made of textile materials and intended for residential and
institutional use in bedroom, bath, dining, kitchen, and other living areas. For purposes of
this report, home textiles include the following finished articles: (1) bed linens, such as
sheets and pillowcases; (2) other bedding products, such as bedspreads, blankets,
comforters, and pillows; (3) toilet and kitchen linens, such as towels and wash cloths; (4)
table linens, including tablecloths, cloth napkins, and place mats; (5) curtains and draperies;
and (6) hand-woven and needle-worked tapestries and other wall hangings.?

This report examines recent developments in the home textile industry, particularly changes
during 1993-97. It consists of four major sections: U.S. industry profile, U.S. market, U.S.
trade, and foreign industry profile. The U.S. industry section discusses recent structural
changes in the industry, the impact of technological innovations, the move toward
globalization, and the key strategies that home textile producers are using to maintain a
competitive advantage. The U.S. market section examines changing consumer
characteristics, factors affecting demand, and trends in U.S. consumption and production.
The section on U.S. trade discusses trends in U.S. imports and exports, and U.S. and foreign
trade measures. The foreign industry profile provides a brief overview of the leading world
producers and exporters of home textiles.

The principal raw material used in the manufacture of home textiles is cotton, which
accounted for roughly 70 percent of total fiber usage in home textiles in recent years.’> The
remainder consists primarily of manmade fibers, particularly polyester. Factors affecting
fiber usage include fiber properties, product end uses, and fashion trends. For example,
cotton is used in towels because of its absorptive properties and in bed linens because of its
cool and soft “hand” (i.e., how the fabric feels). Polyester is used in home textiles, often in
blends with cotton, because of its ease-of-care properties and durability.

U.S. INDUSTRY PROFILE

Industry Structure

U.S. producers of home textiles were classified in the Standard Industrial Classification
(SIC) system under SIC 22, Textile Mill Products, and SIC 23, Apparel and Other Finished
Products.* The producers of home textiles in SIC 22 are integrated weaving mills that

2 Carpets and rugs are not included in this report.

3 Based on data for products covered by this report, as published in Cottorn Counts Its
Customers, 1997 ed. (Memphis, TN: National Cotton Council of America, 1998).

4 The SIC was replaced by the North American Industry Classification System (NAICS)
beginning with the 1997 data. Home textiles are provided under NAICS subsectors 313, Textile
Mills, and 314, Textile Product Mills. See Executive Office of the President, Office of

(continued...)



manufacture home textiles directly from fabrics woven in the same mill, while the firms in
SIC 23 make home textiles by cutting and sewing purchased fabrics. U.S. producers are
further subdivided in SIC 22 by principal fabric: SIC 2211, Broadwoven Fabric Mills,
Cotton; SIC 2221, Broadwoven Fabric Mills, Manmade Fiber; and SIC 2231, Broadwoven
Fabric Mills, Wool. The firms in SIC 23 are subdivided into SIC 2391, Curtains and
Draperies; and SIC 2392, Housefurnishings, not elsewhere classified (nec). The structure
of the domestic industry, its principal raw materials, products, and channels of distribution
are illustrated in figure 1.

The cut-and-sew firms in SIC 23 account for roughly three-fourths of U.S. producers’
shipments of home textiles annually, and the integrated mills in SIC 22 account for the rest
(table 1). Employment in the U.S. home textile industry is believed to have declined in
recent years, principally because of increased automation and industry consolidation.
Although employment data are not available for the integrated mills that make home
textiles, employment in the cut-and-sew sector declined by 6 percent during 1993-97.

Table 1
Home textiles: U.S. industry profile, 1993-97"
Iltem 1993 1994 1995 1996 19972
Product shipments (million dollars):
SIC22113 ... . 1,252.9 1,436.2 1,648.5 1,7374 1,820.0
SIC22213 ... ... ... 354.1 377.8 388.6 382.0 400.3
SIC2231% ... . ... 15.0 15.2 146 142 14.9
SIC2391 ... i 1,239.5 1,5665.5 1,191.8 1,147.2 1,117.9
SIC2392 ... .. 5,740.5 6,074.7 5,904.5 5,923.9 6,220.1
Total ....... ..ol 8,602.0 9,459.4 9,148.0 9,204.7 9,573.2
Employees* (1,000):
SIC 2391:
Employees .................. 20.7 21.1 23.0 19.9 19.6
Productionworkers ........... 15.6 16.1 16.9 14.9 145
SIC 2392:
Employees .................. 51.4 50.4 514 48.7 482
Production workers ........... 43.9 43.1 43.1 40.9 39.9
Number of establishments:
SIC2391 . ... 987 928 897 - 2855 815
SIC2392 ... ... ... 860 867 870 2865 860

' Product shipments are the only data separately reported, or for which meaningful estimates can be made,
for home textiles made by integrated mills in SIC 2211, 2221, and 2231. Data on other industry indicators,
such as employment, are not available for such home textiles.

2 Estimated by the staff of the U.S. International Trade Commission.

% These data reflect the portion of this category that is accounted for by home textiles.

“ Compiled from official statistics of the U.S. Bureau of Labor Statistics.

Source: Compiled from official statistics of the U.S. Bureau of the Census, except as noted.

4 (...continued) »
Management and Budget, North American Industry Classification System, United States, 1997 4
(Lanham, MD: Bernan Press, 1998).
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firms, reflecting the capital intensity of the integrated operations. The top three integrated
The integrated firms generally produce a wide range of goods for virtually all market
segments, while the small firms typically produce a limited range of goods for niche
markets. The integrated firms generally operate on a much larger scale than the cut-and-sew
home textile mills each employ more than 10,000 workers, while just over one-half of the
cut-and-sew establishments employ fewer than 5 workers. The integrated mills are
primarily in the Southeast, whereas the cut-and-sew firms are located throughout the
country.

Recent Trends

The U.S. home textile industry has undergone significant restructuring in recent years in
response to a highly competitive retail environment. A major development affecting the
U.S. home textile market in the 1990s has been the “fundamental shift in consumers’
attitudes towards spending and value.”® However value is perceived, whether in terms of
price, product quality, or convenience, consumers have become more value conscious in
recent years. In response, retailers have become more demanding of their suppliers in terms
of price, quality, selection, and service. Moreover, the consolidation in the retail sector and
the growing concentration of retail sales volume among fewer but bigger retailers have
increased the bargaining power of the big retailers and disrupted traditional producer-buyer
relationships.® The big retailers have been aligning themselves with home textile suppliers
who offer products with strong brand name identification and consumer loyalty and who can
meet their needs for large volume orders, tight delivery schedules, and low prices.

U.S. producers of home textiles have adopted several strategies to improve their competitive
position in the marketplace. Among the most important of these have been mergers and
acquisitions to gain manufacturing capacity and new product lines.” As a result of the
numerous mergers in recent years, a small group of large integrated mills lead the industry.
Sales of the three largest firms in the industry grew by 21 percent, from $3.9 billion in 1993
to $4.7 billion in 1997 (table 2). The percentage increase was almost twice the growth in
U.S. producers’ shipments, which rose by 11 percent, from $8.6 billion in 1993 to $9.6

- billion in 1997. Producers have also invested in new manufacturing and information
technology, formed strategic alliances with retailers, developed new products,and promoted
brand-named goods.

Mergers and Acquisitions

Several of the large producers of home textiles have further expanded their operations
through mergers and acquisitions in recent years. After a series of mergers in 1993,

5 Karen Sack, “Retailing: General,” Standard & Poor’s Industry Surveys, Feb. 5, 1998, pp. 8
and 12.

¢ Ibid., p. 6.

7 Bill Morrisett and Coco Dawson, “Pace of Mill Mergers is Quickening,” Textile World, May,
1998, pp. 50-54.



Table 2

Home textiles: Estimated sales of major U.S.-based producers, 1993 and 1997

Company 1993 1997 Change
------- Million dollars— Percent

Pillowtex Corp.t . ... ... ... .. .. . . 295 1,626 226.7
Fielderest Cannon, Inc. . ............ccuueun... 988 " "
WestPoint Stevens, Inc. ............. ... ... ... 1,261 1,611 27.8
Springs Industries, Inc3 . ....... .. ... ... L. 1,100 1,475 “10.5
DundeeMills,Inc. .............. ..., 235 ® ®
Burlington Industries, Inc®. ....................... 432 309 -28.5
CrownCrafts,Inc. ......... ... ... .. ... ... ... 162 276 70.4
DanRiver,Inc. ....... ... ... .. i, 185 253 36.8
TheBibbCo® ... ... ... ... ... ... 235 208 -11.5
Totalabove ......... ... ... .. i, 4,893 5,758 17.7
US.industryshipments ......................... 8,602 9,574 11.3

1 Pillowtex acquired Fieldcrest Cannon in 1997.

2 Based on the consolidated sales of Pillowtex and Fieldcrest Cannon.

3 Springs Industries acquired Dundee Mills and Dawson Home Fashions in 1995. Sales data for 1993 are not
available for Dawson Home Fashions.

4Based on the consolidated sales of Springs Industries and Dundee Mills.

5 Burlington’s decline in sales was mainly attributable to the sale of J.G. Furniture in April 1996 and Advanced
Textiles in October 1996 as well as lower volume and selling prices in the Burlington House Division. See
“Portfolio of Growth - Burlington Industries, Inc. - 1997 Annual Report,” Dec. 3, 1997, Greensboro, NC.

§ The Bibb Co. sold its terry towel business to WestPoint Stevens in 1996. The Bibb Co. merged with Dan River,

Inc. in 1998.

Source: Home Textiles Today market research and company reports.

WestPoint Stevens, Inc. emerged as the successor to WestPoint-Pepperell, Inc., and now
offers a broad selection of products across multiple price points for every distribution
channel. WestPoint Stevens estimates that it has the largest share of the domestic markets
for sheets and pillowcases (36 percent) and bath towels (41 percent).? Another major
producer, Springs Industries, Inc., acquired Dundee Mills, Inc., a manufacturer of towels,
infant and toddler bedding, and other related products, and Dawson Home Fashions, a
producer of bathroom textiles. The addition of Dundee Mills’ towel lines reportedly has
enabled Springs Industries to meet growing demand for oversized bath towels and, together
with the Dawson Home Fashions product line, has enabled the firm to offer coordinated
bathroom sets for the first time.’

In 1997, Pillowtex Corp., a manufacturer of bed pillows, acquired the much larger Fieldcrest
Cannon Inc., a producer of bath and bed linens. The acquisition transformed Pillowtex from
a firm with $500 million in annual sales and 4,000 employees to one with $1.6 billion in

8 WestPoint Stevens, Inc., “Form 10-K for the Fiscal Year Ended December 31, 1997,” filed
with the Securities and Exchange Commission (SEC), Mar. 3, 1998, found at Internet address
http://www.sec.gov/Archives/edgar/data/852952/0000950144-98-003615.txt, retrieved Aug. 20,
1998.

® Trevor A. Finnie, “Outlook for the US Textile Industry,” Textile Outlook International
(United Kingdom: Textiles Intelligence Ltd.), May 1997, p. 114.

7



annual sales and 14,800 employees.!® In addition to acquiring the well-known Fieldcrest
Cannon brand name, the merger united the companies’ extensive distribution networks,
allowing Pillowtex to offer retailers a vast selection of products at all price points. In
August 1998, Pillowtex acquired the Leshner Corp., a manufacturer of terry products for
retail and institutional accounts. This acquisition provided Pillowtex with new opportunities
and expertise in the institutional market in which Pillowtex has had a smaller market share.!
Pillowtex’s two recent acquisitions give the firm about a 48 percent share of the U.S. bath
market."?

The latest merger in the home textile industry among the larger firms was finalized in
October 1998, when Dan River Inc., a producer of textile products for the home fashions
and apparel fabrics markets, merged with The Bibb Co., a manufacturer of sheets,
pillowcases, and other bedding accessories for the residential and hospitality markets. Dan
River viewed the merger with Bibb as an opportunity to expand its home textile business,
reduce its cost structure, and gain greater leverage with retailers. The merger makes Dan
River the third-largest vertically integrated manufacturer of bedding products.”

Capital Expenditures

On the basis of annual reports of major U.S. producers, capital expenditures on new plants
and equipment overall in the U.S. home textile industry are believed to have increased in
recent years, although aggregate data on capital spending are not available for the integrated
mills segment Capital spending of all integrated mills weaving cotton fabrics (SIC 2211),
including those for use in the manufacture of home textiles, grew by 31 percent from $223
million in 1993 to $292 million in 1996, the latest year for which such data are available.
In the cut-and-sew segment of the home textile industry, capital spending rose by 31 percent
for SIC 2391, from $16.8 million in 1993 to $22.0 million in 1996, but fell by 23 percent
for SIC 2392, from $111.0 million to $86.0 million.™

During the past decade, the integrated mills of the home textile industry have restructured
operations extensively and invested heavily in manufacturing and information technology
to increase productivity and capacity while reducing employment levels. The mills have
achieved high levels of productivity in the manufacture of high-volume commodity goods
and in printing, dyeing, and finishing operations. The mills have also invested in
technology to improve manufacturing flexibility in an effort to coordinate production and
marketing with the needs of their retail customers. Investment in information technology
systems allows producers to more easily and effectively forecast customer needs, schedule
production and shipping, and manage inventories. Given the significant capital

19 Data for Pillowtex Corp., Dallas, TX, are from Pillowtex - The Retailer’s One-Stop Shop, -
1997 Annual Report, Mar. 9, 1998.

1 “Pillowtex Enters Into Agreement with the Leshner Corporation,” news release, posted June
8, 1998, found at Internet address http://www pillotex.com/about_us/pr/pr980608.html, retrieved
Nov. 20, 1998.

12 Representative of Pillowtex, interview with USITC staff, Kannapolis, NC, Aug. 11, 1998,
and telephone interview, Dec. 8, 1998.

3 “Dan River to Boost Textile Biz 50% by Buying Bibb,” DNR, July 1, 1998.

4 U.S. Bureau of the Census, 1996 Annual Survey of Manufactures (M96(AS)-1), and 3
selected back issues.



requirements for large-scale production and state-of-the-art technology, barriers to entry in
the integrated mill sector of the home textile industry are high.

Among the leading U.S. producers of home textiles, Springs Industries increased its capital
spending by 31 percent during 1995-97, from $75.2 million to $98.5 million. Much of the
investment was for new manufacturing equipment and information technology to reduce
costs and improve customer service. Springs Industries projected its 1998 capital spending
to be the highest in its history, about 50 percent higher than 1997 spending. Included in this
spending are plans to modernize and add capacity to its towel plants.'

Capital spending by Pillowtex declined from $21.0 million in 1996 to $20.6 million in 1997.
Pillowtex plans to invest about $240 million over a 3-year period to improve operating
efficiencies and reduce costs in its towel and sheet facilities in Kannapolis, NC.' Capital
spending by Crown Crafts in its fiscal year ending in March 1998 rose by 46 percent over
the preceding year to $8.3 million; the firm expects to spend an estimated $14.3 million for
a new software system to expedite production.”” WestPoint Stevens spent about $525
million from 1993 to 1998 on new facilities, including a towel finishing plant and an
expansion of loom capacity, increasing overall production capacity by 12 percent.'®

Technology and Productivity

Technological innovations have played a key role in reshaping the U.S. home textile
industry, whose manufacturing operations are highly complex, requiring a series of intricate
processes that must be carefully coordinated and closely monitored, and largely automated.
The adoption of technological innovations over the years has enabled manufacturers to
shorten the design, manufacturing, and marketing cycle. These innovations have also
enabled producers to increase productivity, lower production costs, enhance product quality,
and expand product lines."”

In the integrated mill segment, fabric output per loom hour almost doubled, from an average
of 16.8 square yards in 1987 to 32.8 square yards in 1997. At the same time, the number
of looms in weaving mills declined by more than half, from 133,445 to 62,245*° The

15 Data for Springs Industries, Fort Mill, SC, are from Springs 1997 Annual Report, Mar. 3,
1998, and Springs 1996 Annual Report, Mar. 3, 1997.

'$ Data are from Pillowtex - The Retailer’s One-Stop Shop, - 1997 Annual Report, Mar. 9,
1998.

7 Crown Crafts, Inc., Atlanta, GA, “Form 10-K for the Fiscal Year Ended March 2, 1998,”
filed with the SEC on July 13, 1998, found at Internet address
http://www.sec.gov/Archives/edgar/data/25895/0000950144-98-008319.txt, retrieved Aug. 20,
1998.

18 “Marketing Strategies - WestPoint Stevens Home Fashions, Corporate Highlights,” found at
Internet address http://westpointstevens.com/corporatel.htm, retrieved Dec. 4, 1998.

19 Officials of leading home textile mills, USITC fieldwork in North Carolina, Aug. 10-13,
1998.

20 Since broadwoven fabrics are the basic materials used in the manufacture of home textiles,
productivity data for these fabrics are a good indicator of productivity for the integrated home
textile mills. U.S. Bureau of the Census, Current Industrial Reports: Broadwoven Fabrics
(MQ22T), 1997, and selected back issues. 9



adoption of more flexible and efficient manufacturing processes has also contributed to the
increase in labor productivity in the home textile industry. In “modular manufacturing,” for
example, small teams of workers trained in several manufacturing tasks and aided by
electronically controlled equipment work jointly to produce finished products. The modular
system reportedly provides for greater production flexibility, since the workers’ tasks are
interchangeable, and for better product quality, because it minimizes the number of
monotonous, repetitive manufacturing tasks.! Some firms also use the unit production
system (UPS), which relies on overhead transporters to move products between work
stations from the first phase of production to final distribution, to maximize employee
output and enhance product quality.

In the cut-and-sew segment, productivity gains have not been as consistent or large as those
of the integrated mills, mainly because their specialized manual inputs are less capable of
being automated easily and cost-effectively. During 1993-96, productivity--as measured
in terms of value added per worker hour in constant dollars—actually fell by 13 percent for
SIC 2391 (curtains and draperies), from $19.35 to $16.77, but rose by 9 percent for SIC
2392 (house furnishings, nec), from $30.34 to $33.08.2

Several technological innovations introduced recently are having, or are likely to have, a
significant effect on productivity and product quality in the home textile industry. The
Murata Vortex Spinner, which is currently on trial in a large U.S. home textile firm, spins
yarn at a much higher rate than spinners now used in most mills. It also eliminates the
spinning of yarn onto spools and several other intermediate steps and is expected to shorten
the first stage of manufacturing. The adoption of new wide-width automated sewing
equipment, which can sew all four corners of products like fitted sheets simultaneously, has
reduced sewing time by half. The development of proprietary wide-width circular knitting
machinery has enabled a U.S. firm to produce seamless, high-quality knit jersey sheets (a
T-shirt-like fabric).?*

The use of computer technology in the home textile industry has enhanced the speed,
efficiency, flexibility, and precision of product design, printing, and dyeing. CAD/CAM
systems allow producers to create new designs and print samples faster and less expensively
than in past years.?” Digital printing technology enables firms to offer an unlimited number
of colors more cheaply and without the physical limitations imposed by bulky rollers and
screens.”® These developments enable home textile firms to keep pace with changes in
fashion trends and customer demands.

21 Official of a leading home textile mill, interview with USITC staff, Greensboro, NC, Aug.
13, 1998.

2 Official of a leading home textile mill, interview with USITC staff, Fort Mill, SC, Aug. 12,
1998.

2 Estimated by USITC staff based on data from the U.S. Bureau of the Census, /1996 Annual
Survey of Manufactures (M96(AS)-1), and selected back issues.

2 Officials of a leading home textile mill, interview with USITC staff, Greensboro, NC, Aug.
11, 1998.

35 CAD/CAM is the acronym for computer-assisted design and computer-assisted
manufacturing. 10
% Raye Rudie, “Getting in Tech,” LDB Interior Textiles, Sept. 1998, p. 52.
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Technological innovations in the U.S. home textile industry have largely been generated by
its suppliers, including chemical companies, fabric producers, machinery manufacturers,
and information technology companies. To keep abreast of the latest innovations and
suggest needed equipment improvements, hometextile manufacturers usually develop close
relationships with their machinery suppliers.?’” Because looms are no longer manufactured
in the United States, home textile manufacturers import textile machinery, mainly from
Germany, Japan, Italy, Switzerland, Belgium, and France.

Production Cost Factors

Raw materials and labor are the two leading cost components of home textile
manufacturing. Materials on average accounted for an estimated 44 percent of the total cost
of U.S. home textile production during 1993-96, and wages accounted for 15 percent of the
total.®

Raw material costs are subject to wide fluctuations as a result of changes in supply and
demand for cotton and polyester fibers. U.S. and foreign government fiscal policies and
agricultural programs, and the prices of underlying raw materials such as petroleum, can
also influence raw material costs. For example, cotton came under significant downward
pricing pressures recently as a result of large cotton exports from China and reduced
demand in East Asia, a major cotton market. However, cotton prices stabilized in the short
term because of lower cotton production in California and Texas brought about by adverse
weather conditions in the summer of 1998.® Polyester prices were also subject to
downward pricing pressures as a result of lower cost polyester imports triggered by the East
Asian financial crisis. Because of the volatility of raw material costs, home textile firms
often make commitments for the purchase of raw materials at least six months to a year in
advance of production requirements. Some firms hedge through forward contracts and the
futures and options markets.*

The integrated home textile mills, which consume large quantities of electricity and water,
have comparatively high energy and water costs. Energy costs for broadwoven cotton fabric
mills (SIC 2211) averaged 3.8 percent of the total value of industry shipments during 1993-
96, compared with an average of 2.9 percent for all textile mill products.?! Energy costs for
the cut-and-sew firms averaged less than 1 percent of total annual shipments during the
period. Several integrated mills operate their own power plants to generate electricity and
process water used in weekly production. Access to ample and reliable supplies of water

%7 Information in this paragraph is from officials of leading home textile mills, USITC
fieldwork in North Carolina, Aug. 10-13, 1998.

28 Estimated by USITC staff based on data from the U.S. Bureau of the Census, 1996 Annual
Survey of Manufactures (M96(AS)-1), and selected back issues.

» “World Cotton Consumption Flat,” International Cotton Advisory Committee, Washington,
DC, press release, Sept. 1, 1998.

30 Officials of leading home textile mills, USITC fieldwork in North Carolina, Aug. 10-13,
1998.

31 U.S. Bureau of the Census, 1996 Annual Survey of Manufactures (M96(AS)-1), and
selected back issues. 1
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and electricity for continuous high-volume production is considered a competitive
advantage that U.S. manufacturers have over suppliers in many developing nations.*

Compliance with federal, state, and local environmental and workplace safety rules and
regulations add to the U.S. industry’s cost of production. Environmental regulations
provide standards for landfill use, recycling, minimizing waste, and reducing chemical
emissions. Compliance with U.S. environmental regulations has, at times, required
investment in new technologies and changes in manufacturing processes.”

Business Strategies

The growing competition facing the domestic industry as a result of the consolidating retail
environment, changing consumer preferences, and pricing pressures has prompted many
U.S. producers of home textiles to develop strategies to maintain a competitive edge and
meet retailer demands.>* A number of U.S. producers have been adopting global
manufacturing and marketing strategies to remain competitive in the domestic market and
seek sales growth in foreign markets.

Restructuring and Related Strategies

As discussed earlier in the report, U.S. producers have pursued mergers and acquisitions to
gain manufacturing capacity, new product lines, and market share, as well as enter new
markets. As a result, the large producers now offer retailers a wide range of home textile
products, or “one-stop shopping,” and are better able to meet retailer demands in terms of
price, service, and delivery. In addition, a number of U.S. producers have formed “strategic
partnerships” with retailers in an effort to strengthen their business relationships. These
partnerships use information technology in conjunction with “quick response” programs to
speed the flow of goods, services, and information between manufacturers and retailers in
an effort to respond promptly to consumer demand. In addition, through “vendor managed
inventory” programs that use electronic data interchange systems and point-of-sale data at
the retail level, producers are able to track the sale of items by color, brand, and other

32 Officials of leading home textile mills, USITC fieldwork in North Carolina, Aug. 10-13,
1998.

33 New software has been developed to enable producers to comply with U.S. environmental
regulations more effectively. In October 1998, the American Textile Manufacturers Institute
(ATMI) unveiled the Voluntary Product Environmental Profile (VPEP), an electronic database
developed in coordination with the Institute of Textile Technology through an American Textile
Partnership (AMTEX) project. For more information, see ATMI, “ATMI Unveils Electronic
Environmental Product Profile,” press release, Oct. 14, 1998, found at Internet address
http://www.atmi.org/NewsRoom/releases/pr199833.htm, retrieved Nov. 23, 1998.

34 Officials of leading home textile mills, USITC fieldwork in North Carolina, Aug. 10-13, P
1998.
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features and replenish retailer inventories when they reach pre-determined minimum
levels.®

As part of the strategic partnerships, producers are providing retailers with more
merchandising and marketing assistance. For example, many producers now offer “floor
ready” merchandise--that is, goods delivered to the retail selling floor already packaged with
all essential labels and product information inserts. Producers increasingly help retailers
coordinate product lines, design store layouts, and create advertising materials. Some
producers also maintain showrooms to provide retailers with guidance on displaying
products in stores.

U.S. producers also differentiate their products in the marketplace through the use of brand
names. Brand-named goods annually represent roughly two-thirds of U.S. producers’
shipments of sheets, pillowcases, and towels. Brand-named products often generate higher
profit margins for the producers, which promote their own brands and also offer popular
designer labels through licensing arrangements. Although U.S. consumers have become
somewhat less brand loyal in recent years, brand loyalty remains important to many
consumers who want to be assured of product quality and consistency. Brand names help
consumers identify home textile products with desired features, such as value, quality, and
fashion.”’

The home textile industry considers product innovation to be critical for sales growth.’®
Since many home textile products last as long as 10-15 years, producers face the challenge
of creating new product designs and colors to generate sales growth. New products
developed in recent years include the oversized bath towel and cotton knit sheets, which are
made from T-shirt-like fabric and are comfortable in any season. In addition, firms are now
making sheets and pillowcases with thread counts of 250 and higher, compared with the
industry standard of 180 (the higher the thread count, the finer the product), and in a variety
of new colors at competitive prices (table 7).3° Producers have developed new products that
address specific consumer concerns. For example, to help consumers coordinate bedding
products, firms now market the “bed-in-a-bag”, which contains coordinated sheets,
pillowcases, a comforter, and other bedding accessories.

3% Ibid.

% Ibid. -

37 Brands of the leading firms include Pillowtex--Royal Velvet, Fieldcrest, and Cannon;
Springs Industries--Wamsutta and Springmaid; and WestPoint Stevens--Martex, Lady Pepperell,
and Vellux. Information from annual reports of leading U.S. home textile producers.

3% “Marketing Strategies - WestPoint Stevens Home Fashions, Corporate Highlights,” found at
Internet address http://westpointstevens.com/corporatel.htm, retrieved Dec. 4, 1998.

3 For more information on U.S. producers of bed linens with higher thread counts, see Alan
E. Wolf, “Sneak Preview: Solids Shake the Market,” Home Textiles Today, Sept. 21, 1998, found
at Internet address
http://www.virtualmarketing.com/domains/cahners/hometextile/archives/webpage_2200.htm,
retrieved Sept. 21, 1998.
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Globalization

The U.S. home textile industry historically has focused on marketing its products in the
United States, the world’s largest single-country market for home textiles. In recent years,
however, a number of U.S. firms have expanded their focus to include foreign markets.
This effort has been facilitated by the progressive dismantling of trade barriers in major
foreign markets as a result of the Uruguay Round of multilateral trade negotiations and the
North American Free Trade Agreement (NAFTA). U.S. producers now recognize that “for
every 100 potential customers . . . 95 of them live outside the United States.”® U.S.
producers view licensing arrangements and joint ventures, however, as the most cost-
effective way to compete in the global market, partly because of differences in culture and
product standards and the relatively small size of many foreign markets.*! For example,
differences in bed sizes and bedding standards make it costly for U.S. producers to adjust
their manufacturing equipment or install new machinery to produce home textiles for
export. Relatively high shipping costs for bulkier and heavier home textiles such as
comforters and blankets likewise limit direct exports.

Several U.S. producers have also been sourcing globally to remain competitive in the
domestic market. In an effort to meet retailer demands for a wide range of goods at
competitive prices, U.S. producers have begunto supplementtheir domestic production with
imports of selected articles, particularly from NAFTA member Mexico. They also import
to test the viability of a new product without the risk of capital investment. For example,
a U.S. producer is now importing knit sheets from Mexico until it can determine whether
the recent popularity of these sheets is an actual trend or just a fad.*

U.S. MARKET

Consumer Characteristics and Factors Affecting Demand

The U.S. market for home textiles consists of the residential and institutional markets. The
residential market is the larger of the two markets by far and thus is the main focus of this
section. U.S. consumer spending on home textiles has grown faster than overall consumer
spending in recent years. Real personal consumption expenditures for “semidurable house
furnishings” rose at an annual rate of 5.5 percent during 1993-97, compared with a

40 ATMI news releases, “U.S. Textile Industry Leader Talks About Going Global,” Apr. 18,
1997, found at Internet address http://www.atmi.org/NewsRoom/releases/pr1698.htm; and
“Industry President Focuses on U.S. Textiles, Global Competitiveness, and Sub-Saharan Africa,”
May 11, 1998, found at Internet address http://www.atmi.org/ NewsRoom/releases/ pr1698.htm,
retrieved Sept. 25, 1998.

41 Official of a major home textile mill, interview with USITC staff, Kannapolis, NC, Aug. 10-
13, 1998.

2 Official of a major home textile mill, interview with USITC staff, Fort Mill, SC, Aug. 10, 14
1998.
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3.1-percent rate for overall consumer spending.** The growth in consumer spending on
home textiles, which in 1997 totaled $32.8 billion, or 0.6 percent of overall consumer
spending, reflected favorable economic trends. During 1993-97, real disposable personal
income rose at an annual rate of 2.7 percent, while the unemployment rate fell from 6.8 to
4.9 percent.** Moreover, consumers felt more confident about the economy, as evidenced
by the Index of Consumer Sentiment, which increased at an annual rate of 5.7 percent
during 1993-97.% Given these developments, the number of households redecorating their
homes has increased recently.* Consumer demand for many home textiles also closely
reflects changes in new housing starts and existing home sales, both of which rose during
1993-97.4

Similarly, the home textile market benefitted from favorable demographics, including the
formation of 5.4 million new U.S. households during 1993-97.“ Many baby boomers (those
born between 1946 and 1964) are now spending more time at home and seeking to make
their homes more comfortable, known as the “cocooning effect.”*® Baby boomers account
for most of the households headed by persons aged 35-64, which represent the largest group
of households in the United States (42 percent of the 1997 total) and have the highest
income. Another growing market for home textiles is the Generation X consumers (those
born between 1965 and 1977), many of whom are now buying their first homes. These
consumers often seek to define themselves by their abodes and personal surroundings.*

4 U.S. Department of Commerce, Bureau of Economic Analysis (BEA), Personal
Consumption Expenditures Branch, facsimile of a table containing statistics on personal
consumption expenditures for selected products, Oct. 27, 1998. Semidurable house furnishings
consist largely of home textiles, including piece goods allocated to house furnishing use; they also
include lamp shades, brooms, and brushes.

“ BEA, Survey of Current Business, Oct. 1998, table C.7, p. D-40, table D.1, p. D-41, and
selected back issues. '

4 The Index of Consumer Sentiment (prepared by the University of Michigan, Survey
Research Center, Surveys of Consumers) measures consumers’ assessments of their personal
financial situation, overall economic conditions, and buying attitudes. University of Michigan,
facsimile of Surveys of Consumers, Oct. 15, 1998.

4 According to the American Express Retail Index, which tracks spending trends at retail, 39
percent of homeowners surveyed undertook home projects in 1997, up from 31 percent in 1996.
See “Poll: More are Redecorating,” Home Textiles Today, Mar. 30, 1998, p. 77.

47 Housing starts averaged almost 1.5 million units a year in 1996-97, compared with less than
1.2 million units in the early 1990s. U.S. Bureau of the Census, Current Construction Reports:
Housing Starts (C20/98/8), Aug. 1998, p. 3. Sales of new homes and existing homes rose by an
average annual of 4.8 percent and 5.2 percent, respectively, during 1993-97, according to data
from the National Association of Realtors, found at Internet address
http://nar.realtor.com/databank/home.htm, retrieved Oct. 27, 1998.

“ Data referenced in paragraph are from the U.S. Bureau of the Census, Historical Income
Tables - Households, “Age of Householder--Households by Median and Mean Income, 1967 to
1997” (table H-10), found at Internet address
http://www.census.gov/hhes/income/histinc/h10.html, retrieved Oct. 28, 1998.

4 Faith Popcorn, The Popcorn Report: Faith Popcorn on the Future of Your Company, Your
World, Your Life New York: Harperbusiness, 1992).

30 Teresa Busillo, “How to Sell to Generation Xers,” Home Textiles Today, Mar. 16

> 15
1998, p. 22.
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Consumers often look to brand names as representing desired features such as quality and
fashion. Just as the use of brand names by U.S. producers is a key element in their efforts
to compete through product differentiation, retailers are promoting their own private-label
brands to attract consumers. The recent introduction of Kmart Corp.’s Martha Stewart
collection of home textiles exemplifies the use of a retail brand name that conveys fashion
authority, quality, and value.’! Brand loyalty is critical for both producers and retailers as
it is more profitable to expand sales through current customers than to attract new ones.

Price plays a key role in the consumer purchasing decision. Many consumers now shop for
bargains and sales, encouraged in part by the pricing policies of retailers, particularly the
“every day low prices” of the mass merchants. As a result, and because many stores sell
similar home textile articles, competition has intensified in the home textile market,
resulting in considerable downward pressure on retail prices. The pricing pressures are
evident in the Consumer Price Index (CPI) for home textiles, which rose at an annual rate
of only 0.2 percent during 1993-97, compared with a 2.6-percent rate overall spending.

As consumers have become more value- and time-conscious in recent years, they have spent
less time shopping and have changed where they shop for home textiles. Major
beneficiaries of the trend are the mass merchants, which offer a wide range of basic goods
at competitive prices; specialty stores, which offer one-stop shopping to consumers looking
for product differentiation and diversification; and catalog houses, which offer convenience
(table 3). The share of the U.S. home textile market accounted for by the mass merchants--
Wal-Mart Stores, Inc., Kmart Corp., and Target, a subsidiary of Dayton Hudson--rose by
4 percentage points during 1993-97 to 41 percent (figure 2). Wal-Mart Stores alone
accounted for 10 percent of the market in 1997, second only to J.C. Penney Co., Inc., with
its 13 percent market share. The specialty stores (e.g., Bed, Bath, & Beyond, Inc. and
Linens ’n Things, Inc.) and the catalog houses expanded their share of the market by 5
percentage points each, to 15 percent and 14 percent, respectively. In contrast, the market
share of the traditional major outlets for home textiles, namely the department stores and
national chains, fell by a total of 15 percentage points to 27 percent during 1993-97.

Table 3
Home textiles: Sales of major U.S. retailers, 1993 and 1997
Retailer 1993 1997 Change
——Million dollars— Percent
J.C.Penney Co., INC. ... ... e e 1,950 2,482 27
Wal-Mart Stores, INC. ... ... . . e e e 1,385 1,880 36
Kmart Com. .. ottt i e e e 1,200 1,602 34
Target (subsidiary of Dayton Hudson) ............... ... ... ... . iia... 881 1,215 38
Sears, Roebuck,andCo. ...l P 670 780 16
Bed, Bath, &Beyond, Inc. .......... ... . .. 306 587 92
Linens’'nThings, InC. ... ... . . e 333 540 62
Mervyn’s (subsidiary of Dayton Hudson) .. .............................. 470 401 -15

Source: “Retailing Giants: Top 50 Home Textiles Retailers,” Home Textiles Today, July 20, 1998, p. 11.

5! Kmart Corp. introduced the Martha Stewart collection in the spring of 1997 and, by the end
of that year, had sold nearly $500 million in goods. See Teresa Busillo, “Everyday Exceeds 16
Expectations,” Home Textiles Today, Mar. 16, 1998, p. 4.
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Figure 2
Home textiles: U.S. retail channels of distribution, 1993 and 1997’
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1993 sales: $15.4 billion 1997 sales: $18.7 billion

! For this report, the U.S. International Trade Commission used the retail channels of distribution as defined by Home Textiles
Today. Assuch, mass merchants include Wal-Mart Stores, Kmart Corp., and Target; department stores include J.C. Penney Co., Inc.,
Dayton Hudson stores (with the exception of Target), and Federated Stores; national chains include Sears, Roebuck, and Co. and
Montgomery Ward; specialty stores include Bed, Bath, & Beyond, Inc., Linens n Things, Inc., and Strouds; catalogs include Spiegel,
Domestications, and Fingerhut; and other includes home shopping, military post exchanges, warehouse stores, and Internet sales.

Source: Home Textiles Today 1995 and 1998 Business Annual, Cahners Publication (New York, NY).

Data are not readily available for the institutional market, which consists of the hospitality
segment, including hotels and restaurants; the health care segment, such as hospitals and
nursing homes; linen supply services; and the military. The available data show that
institutional sales accounted for 11 percent, or $376 million, of U.S. industry shipments of
sheets, pillowcases, and towels in 1997. The institutional market is believed to have grown
concurrently with the U.S. economy during the past 5 years and to have benefited from
growth in new construction in the hospitality and health care industries.*

Factors influencing institutional purchases of home textiles are price, durability, and ease
of care. As firms in the hospitality and health care industries trade up to higher quality
furnishings, product quality and style also become important considerations.

52 The number of new hotel rooms in 1997 rose by 140,000 over the 1996 level. See Tom
Graves, “Lodging and Gambling,” Stan<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>