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PREFACE

On June 1, 1981, the United States International Trade Commission, omn its
own motion, Instituted Investigation No. 332-126 under section 332 of the
Tariff Act of 1930 (19 U.S.C. 1332) on Emerging Textile-Exporting Countries.
This study was undertaken to evaluate changes which have taken place in world
trade in textiles and apparel with particular emphasis on certain countries
which have had recent, significant growth in their exports of textile and
apparel products, or which may have potential for significant expansion.
Twelve developing countries lf were selected for study of thelr textile and
apparel industries, trade patterns, Government policies, and resources to
analyze their export potential to the United States and other world markets.
The so-called "Rig Three" suppliers (Hong Kong, the Republic of Korea, and
Taiwan) were not among the countries studied. However, the increasingly tight
restrictions being placed by developed countries on imports of textiles and
apparel from the Big Three may asslst in creating opportunities for other
developing countries to emerge as important suppliers or to expand their level
of exports.

Although many developing countries may bave the potential to
significantly expand their exports of textiles and apparel during the 1980's,
the 12 countries selected for consideration in this studvy were chosen
primarily on the bhasis of actual export levels or export growth to the United
States duripng 1976=-80. They range from small, new suppliers such as Sri Lanka
to larger, estahlished suppliers such as India. The People's Republie of
China (China), which emerged as an important supplier of textiles and apparel
during the mid=1970's, has since increased its exports faster thanm virtually
all other countries. Thus, the term "emerging” as used in this study refers
only to the potential of the countries to increase thelr relative share of
world textile and apparel trade, and not to their level of economic
development or to a specific level of exports during a given period.

The evaluation of the 12 countries' potential to significantly increase
their exports of textiles and apparel is based on information and data
primarily from puhlished and unpublished documents of the U.5. Departments of
Apriculture, Commerce, and State, the United Nations, and the World Bank. In
addition, information was obtained from numercus domestic and foreignm
publications and from interviews with Government and industry officials. Data
on world trade in textiles and apparel and on exports of the 12 developing
countries were specially compiled by the Commission from United Nations data.
Imports of all reporting countries were summarized according to the exporting
country of origin. This provides a method for closely approximating exports
of countries which do not report such data to the United Nations or which do
not do so on a current basis.

1/ Includes Brazil, China, Colombia, India, Macau, Malaysia, Mexico,
Pakistan, Philippines, Singapore, Sri Lanka, and Thailand.
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EXECUTIVE SUMMARY

International trade in textiles and apparel initially gained attention as
a major trade issue in the 1930's, when Japan emerged as the first large
exporter of low-priced cotton products. Japan agreed to voluntarily restrain
exports to the United States in 1937 and again in 1957, and the first
multilateral controls over textlle and apparel trade were instituted in 1961.
More recently, the major focus has been on growing exports from Hong Kong,
Taiwan, and the Republic of Korea (Korea), the so-called, "Big Three", who
emerged as important suppliers during the 1960's, and have since displaced
Japan to become the largest suppliers of low-cost textiles and apparel to the
world and to the United States. Their share of U.5. imports in 1980 together
amounted to 46 percent, up from 24 percent in 1970 and 11 percent in 1965.

Since 1974, international trade in textiles and apparel of cottom, wool,
and manmade fibers has been subject to the provisions of the Arrangement
Regarding International Trade in Textiles, known as the Multifiber Arrangement
(MFA). The MFA provides the legal framework for a series of bilateral
agreements among 50 participating countries with the objective of providing
for the orderly development of internaticmal trade in textiles and apparel.
Differences still exist however, as developing exporting countries continue to
seek greater access to the developed countries’' markets, while labor and
producer interests in the developed countries urge their governments to
restrict this access to preserve as much of the domestic market as possible.

A major point of debate during the 1981 negotiations concerning renewal
of the MFA was whether new and small suppliers should be subject to the same
trade restrictions that face larger suppliers, or be accorded more liberal
treatment to encourage expansion of their exports of textile and apparel
products. The principle of greater growth for new and small suppliers was
reaffirmed in the 1981 MFA renewal, which may help smaller suppliers increase
their exports and shares of the developed countries' markets.

The specific issue addressed in this study is whether the success of Hong
Kong, Korea, and Taiwan as textile exporters is likely to be emulated by other
countries. Will a third tier of countries emerge which will achieve parity
with or displace the Big Three as mijor sources of world textile exports
during the 1980's, much as the Big Three superseded Japan during the 1960's
and 1970"'s?

In the developed importing countries, there has been little or no real
growth in textile and apparel consumption since 1976, and the share of income
being spent on these products is now declining. 1In additlion, certain
developed countries are pursuing restrictive policies with regard to textile
and apparel imports. These conditions would indicate relatively stagnant
markets in which the domestic industries and exporting countries compete
vigorously to maintain their shares, with little room for significant growth.
However, despite of current market conditions, recent evidence suggests that
particular suppliers of textile products can and have increased their share of
developed countries' markets to become more important sources, either for
specific products or on a multiproduct basis. There are many reasons for
these increased shares, among the more significant of which are (1) the



long~term movement of apparel production to areas of lower labor cost and (2)

the continuing search by importers for foreign sources of supply that are not
restricted by quotas imposed primarily as a result of the MFA.

Given the importers' motivation to find new soureces, what factors would
enahle a supplying country to successfully f£ill such a role and expand its
market share? The obvious models for such considerations are Hong Kong, Korea
and Taiwan. Although there are considerable differences among the textile and
apparel industries of the Big Three in terms of organization and product
specialization, all operate in environments which contain common
characteristics that contribute to their success. Among the most important of
these characteristics are the following:

1. Government policles that encourage efficient textile and
apparel production and exportation.

2. Absence of major restrictions on imports of raw
materials and machinerv.

3. Stable economic and political systems.

4. Industries that are efficient, diversified, and have a
reputation for producing a good quality product on a
consistent, timely basis.

5. Industries which have the capacity to satisfy domestic
needs and still have a sizable surplus for export.

6. A large, productive labor force whose wages are low
compared with those in the developed countries.

It would follow that if other supplying countries could emulate these
characteristics, their opportunities for significantly increased exports of
textile products might be improved. However, the findings of this study are
that one or more of these characteristics are lacking in each country, and as
a result, export expansion is currently hindered. Some of the most frequently
occurring problems in the countries examined include outmoded and inefficient
textile industries and government policies which slow expansion and
modernization of these industries.

The following 1s a summary of findings on the textile and apparel
industries of 12 developing exporting countries with regard to their specific
strengths and weaknesses and potential for growth. A brief overview of world
textile trade and an examination of the U.S5. market is also included for
perzpective.



World Trade

o Werld trade in textiles and apparel grew substantially during 1973-80

World trade in textiles and apparel increased from $36 billion to $94
hillfion during 1973-80, or by 162 percent. During the same period, world
trade in all commodities rose 244 percent, from £574 billion to $1,973
billion. The higher growth rate for total trade is partially attributable to
the large increase in the cost of petroleum shipments, which rose from $63
billion to $468 billion during the period. In addition, relatively stable
prices for textiles and apparel compared with prices for other manufactured
products, a general slowing of textile activity, particularly in the developed
countries, and restrictive import policies also hindered expansion of world
textile trade.

o Textile activity is weakening in the developed countries, but expanding in
the developing countries

Production of textiles and apparel declined slightly in the dewveloped
countries during 1973-80, and employment dropped significantly. The
production decline resulted from stagnant consumption in the developed
countries coupled with increased imports. Employment in the developed
countries also suffered from import competition, and stagnant consumptiomn, but
increased productivity, particularly in the textile mill sector, was another
factor contrihuting to the employment decline. In addition, the developed
countries' share of world textile and apparel exports declined from 68 to 62
percent during 1973-80, as the developing countries steadily increased their
share of this trade, particularly in apparel. This shift stems primarily from
the long-term movement of apparel production from areas of high labor cost to
the developing countries, with their lower coat labor.

Production and employment in the developing countries has been growing as
their role in world trade increases and also to meet expanding domestic needs
resulting from population growth and rising per capita consumption.

Production of textiles and apparel in the developing countries grew at an
annual rate in excess of 2.5 percent during 1973-80; the developed countries
experienced an annual decline of about 0.5 percent during the period.

o Emerging nations are experiencing the fastest growth in textile and apparel
trade

The 12 emerging textile—exporting countries are now increasing their
share of world textile and apparel trade at the expense of other developing
countries, as well as the developed countries. Textile and apparel exports
from the 12 emerging countries rose 223 percent, from $3.0 billion to $9.7
hillion during 1973-80, increasing their overall share of world trade from 8
to 11 percent during the period. With the exception of Colombia, Mexico, and
Pakistan, the other nine countries each equaled or exceeded the overall world
growth rate of 162 percent for textile and apparel trade during 1973-80.
Looking at more recent trends, the growth rate of 135 percent for: textile and



apparel exports from the emerging nations during 1976-80 was far greater than
the world average of 82 percent, and even exceeded that of Hong Kong, Korea,
and Taiwan.

U.8. Market

o U.S. market offers gruwth potential for te:tile-izgurting countries

The United States is the world's largest consumer of textile products,
with an annual per capita consumption of 52 pounds. However, total
consumption of textile products did not grow during 1973-80, and annual growth
rates of only 1 to 2 percent are forecast for the 1%80's. Despite import
limitations under the MFA, recession and stagnant consumption in the U.S.
market, and an increasingly competitive domestic textile industry, the United
States remains a potential growth market for textile—exporting countries,
particularly for new or smaller suppliers. The growth potential exists
primarily from the great size and diversity of the U.S5. market, provisions of
the MFA that are favorable to small= and medium=-size suppliers, and the
long=term advantage that low=-wage labor gives to the developing countries.

o The value of U.S. imports of textiles and apparel (particularly apparel)
grew rapidly in value during 1973-80

The value of U.S. textile and apparel imports gzrew from $3.8 billion to
£2.5 hillion during 1973-80, while the quantity of {mports remained relatively
level during the periocd. However, the quantity of imports jumped sharply
during 19R80=-Rl1, inecreasing 18 percent from 4.9 billion to 5.8 billien
equivalent square yards (SYE). 1/

Long=term shifts have taken place in the mix of products imported into
the United States. 1In 1973, apparel accounted for about one~half of the value
of all textile products imported by the United States, but by 1980, apparel
increased its share to 69 percent. This shift reflects the developing
countries' significant cost advantage in the production of labor-intensive
apparel products. U.5. imports of textile mill products have not risen nearly
as rapidly as apparel imports largely because production of textile mill
products is becoming more capital intensive, enabling the United States to
hetter compete with the developing countries.

1/ To measure the overall quantity of textile and apparel imports, data are
collected on an equivalent square yvard (SYE) basis, a common unit into which
the various textile and apparel units of measure (dozens, pieces, yards,
pounds, and so forth) can be converted.



n Developing countries, particularly the emerging textile-exporting countries,
are {mproving their position in the U.S. market

Muring 1973~-R0, Hong Kong, Korea, and Taiwan increased their collective
share of U.5. textile and apparel imports from 29 to 46 percent as their
shipments to the United States increased from $1.11 billion to $3.97 hillion.
On the other hand, the share of U.S. textile and apparel imports held by the
Furopean Community (EC) and Japan declined from 36 to 19 percent during
1072-80 as their comhined shipments increased modestly from $1.36 hillien to
$1.56 billion.

During 1976=B0, the 12 emerging textile~exporting countries increased
their share of the U.S. market from 18.7 to 23.0 percent, as their shipments
to the United States rose from $0.96 billion to $1.95 billion. This is a
slightlv faster growth rate than that experienced by the Big Three during the
same period, whnse share of the U.S. market went from 43.0 to 46.0 percent,
with thelr shipments increasing from $2.21 billion to $3.91 billion.

n U.S. import restraints will continue to allow for orderly market growth

All of the countries considered in this study have bilateral agreements
with the I'nited States that limit the quantity of their textile and apparel
exports to this country. With the exception of China, which is not a
signatorv, the agreements were comcluded in asaccordance with the provisions of
the MFA.

However, export growth is still possible for the emerging textile
countries since hilateral agreements with the United States usually allow them
at least a f-percent annual quota growth. In addition, the agreements usually
allow for flexibility to transfer a limited amount of quota from unfilled
categories to filled ones, and to carry forward unused quota from the previous
vear or to borrow quota from the succeeding year.

The protocol which extended the MFA through July 1986 contains provisions
which, under certain circumstances, allow importing countries to limit major
supplier's auota growth and flexibility of transferring quota. The protocol
also contains provisions reaffirming that less restrictive treatment should be
accorded to new suppliers and small suppliers. Consequently, it is possible
that the largest suppliers, primarily the Big Three, may be held to little or
no growth, particularly in the major apparel categories, but the growth
potential for new or small suppliers of textile products may be strengthened
during the next 5 years.

In addition to the growth and flexibility provisions of the MFA,
potential for additional export expansion exists for the emerging nations
through hetter utilization of underfilled restraint levels. While the MFA has
been a factor in slowing export growth, the 12 countries as a group have not



come close to utilizing fully the quotas 1/ available to them. 1In 1980, the
emnrrpine countries shipped less than 60 percent of the quantity available to
them {n major catepories that were subject to specific quotas or consultation
levels, Actual shipments to the United States were 733 million SYE while
1,271 m11]llon SYE were available. With the exception of China, many of the
=ninr product categories, where overall imports and U.S. consumption are
pxtremely large, are underutilized. However, to take advantage of the
underut{lized quotas, the exporting countries usually must diversify and
expand the types of textile and apparel products that they manufacture for
export, which in the past has proven to be difficulr.

Annther area of export growth potential is in products which are not
rovered hy the MFA. In 1980, U.5. i{mports of non-MFA products from all
rountries, including all raw fiber, cordage of vegetable fiher (except
rotton), and {tems made of silk and vegetable fibers, amounted to $1.3
*i{11{an. Except for thnse of raw cotton, imports of such products are rarely
sukiece to {mport limitations, and, consequently, exporting countries are able
tn satisfy I'.5. marlet demand without facing quota restrictions. Among the
smerring natlions, Indla, Mexico
and Prazil are important suppliers to the United States of non~MFA products.

Emerging Textile~Exporting Coumtries

n Zeven of the 12 countries studied appear to possess the potential to
increase their exports to the United States during the next 5 years.

The seven countries, which supplied 15 percent of the value of U.S.
textile and apparel imports in 1980, are China, India, Macau, Pakistan, the
Philippines, S5ri Lanka, and Thailand. A commonm thread indicating growth
potential among these countries is the ongoing diversification from
agriculture inte industry. This is especilally true for labor—intensive, light
industry, including apparel production. These nations have attached
considerahle importance to the development of their textile and apparel
fndustries and have adopted, or plan to adopt, policiles designed to encourage
greater textile and apparel production for export as well as for growing
domestic consumption. Moreover, the textile and apparel industries have
hecome major emplovers and sources of foreign exchange in most of these
countries. In addition, the seven countries' low labor costs, coupled with
increasing U.8. restrictions on shipments from Hong Kong, Taiwan, and Kerea,
are creating opportunities for them to expand their shipments to the United
States.

In aggregate, i1t 1s likely that the seven countries will gradually
increase their share of U.5. imports, largely at the expense of the Big
Three's share. In ahsolute terms, since the Big Three are not teing asked to
reduce the quantity of their shipments to the United States, such increases

lf Eilateral textile agreements generally control exports through a
corhination of specific auotas and consultation levels. In most cases, if zan
axporting country wishes to permit exports to the United States in any
categorv in excess of the applicable consultation level, 1t must first recuest
consultations with the United States and reach agreement on some different
level of esxports.



achfeved hy the emerging textile countries may result in increased import
levnls, particularly in apparel, and higher overall i{mport penetration.

Because of China's rapid expansion of exports, that country, on a
wnrldwide hasis, may overtake Taiwan as third largest exporter of textile and
apparel products among the developing countries. China's world textile and
appare] shipments increased by 45 percent during 1979-80, from $2.4 billion to
$3.5 b1lion, closing the gap hetween it and Taiwan, whose world exports
increased 22 percent, from $3.1 billion to $3.8 hillion, during the period.
However, it 15 unlikely that any of the Big Three will be displaced as the
larpest suppliers to the U.S. market by any of the seven countries, except
possfbhly China, during the next 5 years, for a variety of reasons, Including
production limitations, quality problems, competi:ion from the Big Three, and
MFA provisions which allow the United States to prevent import surges from any
supplying country.

Pespite China's rapid growth in the U.S. market, its exports to the
I'nfted States were still far less than that of any of the Big Three. Textiles
and apparel shipments to the United States in 1981 totaled $1.96 billion from
Pong Kong, $1.34 billion from Taiwan, $1.17 billion from Korea, and $0.59
hillion from Chipa.

o The five remaining countries-—-Brazil, Colombia, Mexico, Malavysia, and
Sinpapore—-—appear to have limited potential to achieve consistent
expansion of their exports to the United States in the near future.

These countries have not adopted or implemented policies which will aid
in the development of major export-oriented textile and apparel industries.
For example, Mexico ig encouraging only enough growth in its industry to meet
doregstic demand. Recause of a labor shortage, Sinpapore is encouraging and
aiding the development of capital-intensive, export-oriented Iindustries,
especially those emploving skilled labor and high technology. Rising raw
material and labor costs have made Brazil less competitive in the U.S. market
vig=a=vis U.S. textile and apparel producers and Asian suppliers. Colombia
has experienced difficulties with product quality and rising labor costs. In
Malaysia, the CGovernment is placing high priority on the development of
export-orlented and resource-based industries, but because of little specific
Covernment assistance to the industry and a current labor shortage, textile
and apparel export potential appears limited.

A country-bv-country summary of textlle and apparel export potential for
the next 3 years follows.
Rrazil

o There appears to he limited potential for expanded exports from Brazil
during the next 5 vears

Frazil's world exports grew at a relatively modest rate during 1976~80,
{ncreasing 71 percent during the period, from $305 million in 1976 to $524
million in 1980. BRrazil's exports consist priwarily of cotton yarns and
fabric, with over 65 percent of its 1980 expurts going to European countries.



Although the Government of Brazil is anxious to increase textile exports
to offset the large cost of imported oil and Erazil has increased the value of
total textile and apparel exports in recent years, generally it has not been
competitive in the U.S. market. Brazil's export prices are equal to or higher
than competing U.5. suppliers for similar quality products. In additiom, for
many segments of the U.S. market, Brazilian products lack quality and style
apreal. Any growth that is achieved in textiles and apparel most likely will
continue to he in Europe, where Brazil has experienced success in meeting the
price, gquality, and style needs of the European market, and in other South
American countries.

Brazil's exports have little competitive impact on the apparel exports of
the Big Three or the EC since Brazil's exports are largely in cotton varms,
fatric, and other textile mill products. Brazil's ezports do compete with
countries which produce cotton and expeort cotton textile products, including
Pakistan, Egypt, Mexico, and Peru.

Shipments to the United States declined sharply, from about 75 million
SYF in 1976 to 31 million SYE in 1979, and rebounded to about 65 million SYE
in 1981. Despite the decline in quantity (which was mainly in low—valued
cotton varn), the value of exports increased from $58 million in 1976 to $105
million in 19f1. About three=fourths of Brazil's exports to the United States
congist of yarns and fabrics. Chipments of these products fluctuate widely,
dropping sharply one year and then increasing by millions of SYE the following
year, In response to shifts in U.5. market demands for cotton yarn and fabric.

China

o China has the potential for increased exports during the next 5 vears

China's world textile and apparel exports increased 221 percent, from
$1.1 billion te $3.5 billion during 1976=80, and it is new the fourth largest
supplier among the developing countries, up from twelfth in 1976. China's
=arkets are extremely diversified. In 1980, the Big Three were China's
largest market, followed by the EC, Japan, and the United States.

Covernment policv in China is expected to continue to place importance on
textiles and other light industry, which require lower capital investment than
heavy Iindustries as Important earners of foreign exchange. If the Government
continues to direct resources to the export market, encourages more
involvement with foreign firms (which often leads to better styling and
improved production methods), and provides more individual incentives to firms
and workers, continued growth in exports is very likely. It i1s reported that
in general, the work force is capable, product quality 1is good, and prices are
equal te, or lower than, comparable quality products from other Asian
suppliers.

Possible proklems which might slow export growth include limited fiber
supply, lack of flexibility in peeting market conditions, satisfying rapidly
growing domestic consumption needs, and increasingly restrictive import
rolicies by some of the developed countries.



China's textile and apparel industries are extremely large and
diversified, with {ts greatest current strengths, particularly in the textile
mi1l area, in cotton products. Consequently, the principal products where
rhere are possibilities for expansion include fahrics and apparel of cotton
and cortor hlends, and apparel of manmade fibers, especially knit outerwear.
Ttems which have already had large increases include cotton sheeting and
rrinteloth~type fabrics, women's and girls' eoats, playsuits, men's and
mnmen's cotton trousers, and men's and women's shirts and blouses of manmade
fikers.

China 1s competing vigorously and successfully with other exporting
countries Including India, Pakistan, Hong Kong, Korea, and Taiwan. Evidence
nf China's overall success is that the rate of growth of its exports has been
mare than twice that of its Asian competitors during 1976-80.

Shipments to the United States (of which both fabrics and apparel are
frportant) increased nearly four times in quantity {SYE basis) and 10 times in
value hetween 1976 and 1981. Administration of the U.S.-China bilateral
apreement will prohably result in slower growth over the next 5 years, as more
product categories which China currently exports to the United States are made
subiect to specific quota limitations. However, substantial growth should
st111 be possihle, as specific limits have not been established for China on
most categories of textiles and apparel that are covered by the MFA, and China
is diversifving its exports Iinto many of these currently unrestricted product
categories.

In addition te growth in the U.S. market, China will probably continue to
achieve substantial growth in the markets of other developing countries (Hong
Fong 1s, by far, China's largest customer), Japan, the EC and other European
countries. Hong Kong and Macau are likely to play significant roles in the
production and marketing of Chinese textile products, both as customers and as
partners in joint ventures or other commercial arrangements.

Colombia

o (olomhia has limited potential for export growth

Colombhia 13 not currently a major world exporter of textile and apparel
products. Its total exports during 1980, valued at $204 million, placed it
47th among exporting nations. Moreover, its share of world textile and
apparel trade is not increasing.

Despite Covernment policies to promote textile and apparel exports,
problems with Colombian exports continue to exist, particularly to the United
States and other developed countries, including relatively high prices and
inconsistent quality and deliveries. Colombla has been directing most of its
textile and apparel exports to the Caribbean countries, particularly
Venezuela, which now takes about two-thirds of Colombia's apparel exports.
The Caribbean countries should remain Colombia's major textile and apparel
market due to geographic proximity, cultural affinity, similar climates, and
like pricing structures.

U.8. imports of Colombian textile and apparel products decreased 38
percent, from 55 million equivalent square yarde in 1976 to 34 million in 1981.
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Trdia

n Indfa has the potential for increased exports during the next 5 years

India ranks 13th among world exporters of textiles and apparel products,
ared 1t ranks fifth among the developing countries after Hong Kong, Korea,
Taiwan, and China. India's world exports increased 72 percent between 1976
and 19PN, fror $1.01 hfllion to $1.74 hillion.

The principal products that provide possibilities for continued near-term
avrangfon include lnw-cost fabhrics and other textile mill products where
mmality requirements are not high, and in hand=loomed fabrics and apparel made
nf hand=loomed fahrics. The advantages that India has with regard to
exporting these products are low wage rates, large underutilized quotas, and
the urique appeal af its hand=loomed fabrics and apparel made from hand-loomed
fahrics.

Nfficial Covernment textile poliey has encouraged production for export,
hut has gererally given higher priority to maintaining high levels of
emplovment in its textile mills, utilizing domestically grown cotton,
producing for domestic consumption, and protecting the textile industry
agalnst foreisn competition.

Feportedly, a large portion of the production of Indian fabric does not
meet the guality requirements needed in apparel for the export market.
Alrhough wage rates are low, production costs tend to be relatively high,
except in products with very large wage content, because of less-modern
equipment, lahor difficulties, high fiber costs, and erratic power supply. In
the longer run, India may be able to achieve larger overall growth through
gains In aprarel exports, provided Covernment policies are implemented that
wil!l allow for increased use of manmade fibers and industry modernization.

The EC 1s Tndia's largest customer, accounting for exports valued at
almost 3950 million in 1980, consisting of about 55 percent textile products,
and the halance in apparel. India's fastest growing market consists of Asian
countries, other thar the Big Three, whose trade with India increased 205
percent during 1976~R0, rising from $27 million to $84 million.

Much of India's textile and apparel exports are unique products which do
not compete directly with those of the Big Three. However, the possible
growth in exports of more conventional apparel may take an increasing share of
ma for markets with some impact on a wide range of other exporters in Europe
and Asia.

Shipments to the United States declined each year during 1976-79 (SYE
kasis) but increr-ed in 1980 and 1981, reaching 185 million SYE in 1981, which
was the highest ievel since 127f. There has been a strong shift from fabrics
tn apparel in Indian shipmen:s to the U.S. market; in 1976, fabrics
constituted more than AN pers nr of shipments, hut in 1981, they made up less
than 20 percent. Partly hecaus. of the shift to higher valued apparel, the
value of India's exports to the United States increased from $254 million in
1976 to $356 million in 1981, or by 40 percent.
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Macau

o Macau has potential for increased exports during the next 5 years

Textile and apparel exports from Macau incressed rapidly during 1976-=80
from $201 million to $505 willion, or by 152 percent. Over 85 percent of
Macau's world exports consisted of apparel, and any increase in production of
varn and fabric finds a ready market among domestic apparel producers or those
in nearby Hong Kong.

Macau's strengths, particularly as an apparel producer, stem largely from
low wage rates, ready availability of inexpensive fabric from China, long
experience in the production of wearing apparel, and proximity to Hong Kong,
which is the apparel trading hub of Southeast Asia. Macau's export growth may
be hindered by MFA quotas, several of which are filled; generally limited
regsources; and limited transportation and harbor facilities.

The EC {s Macau's largest market, accounting for almost two-thirds of
Macau's exports during 1980. The value of the trade increased from $135
million in 1976 to $262 million in 1980, and now accounts for 2.7 percent of
all EC apparel imports. The EC considers Macau a major supplier along with
Hong Fong, Forea, and Taiwan, and consequently, the EC may subject Macau to
relatively stringent growth restrictions under the MFA. Macau's growth
opportunities, if limited in the EC, may be greater In other markets in which
they are currently successful, including the Big Three, European countries
other than the EC, and the United States.

Shipments to the United States (of which practically all were apparel in
1920) increased almost 5 times in value between 1976 and 1980 (from $20
million to $97 million); the quantity, in terms of SYE nearly tripled to 43
million SYE. Although exports have heen restrained by a significant number of
apparel quotas, there is still some room for growth through diversification
into products not sublect to specific quotas. The principal products for
which there are current possibilities for export expansion are underwear,
skirts, shirts, sweaters, and trousers, as MFA quotas have not been filled in
these items. In addition, even for those items where quotas have been filled,
there can he yearly expansion as a result of MFA growth and flexibility
provisions.

Malavsia

o Malaysia has limited potential for export expansion during the next 5 years

Malaysia's world exports increased 130 percent during 1976~B0, rising

from $168 million to $388 million during the peried. Malaysia's export growth
rate, which was greater than most developing countries (including the Big
Three) during 1976~80, 15 expected to moderate over the next five years.

Projections of limited growth are based on less favorable Govermment
policies, a labor shortage, a relatively small home market, and MFA
restrictions in the developed countries. Govermment policies which had
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promoted expansion of labor-intensive mannfacturing, including apparel, have
shifted to emphasize development of capitil-intensive industry, partially in
reaction to Malaysia's recently developed labor shortage.

Malaysia's textile and apparel products are generally competitive in
price and quality with those of the Big Three and other Asian suppliers.
However, since Malavsia's world market share is not expected to increase

appreciably in the near future, existing competitive relationships are likely
to remain unchanged.

Malaysia's largest market is the EC which took $134 million or 35 percent
of Malaysia's 1980 exports, with Singapore being the second largest market
with $93 million.

In 1980, only 12 percent of Malaysia's exports of textiles and apparel
were shipped to the United States (%47 million). The relatively small share
that went to the United States reflects Malaysia's success in diversifying its
markets, motivated at least in part by U.5. quotas which restrict Malaysian
exports of important apparel products including cottonm shirts, blouses, and
Lrousers.

Maxico

o Mexico has limited potential for increased exports during the next 5 years

Mexico's importance in world textile and apparel trade is relatively
minor. In 1980, it was ranked 35th in terms of world textile and apparel
exports, contributing about 0.5 percent of the total with a value of $375
million. Between 1973 and 1980, Mexico's textile and apparel exports
increased 72 percent, less than one—half of the worldwide rate during the same
period.

Mexico's 1imited role in world textile trade is largely a result of the
relative weakness of its textile industry coupled with Government policies of
not promoting export expansion of textiles and apparel but only encouraging
enough growth for these industries to meet domestic demand. The wvalue of the
country's overall textile and apparel exports increased 23 percent between
1976 and 1980. Virtually all this growth, however, can be attributed to
inflation.

Over RO percent of Mexico's textile and apparel exports in 1980 went to
the United States; consequently no other major markets are serlously affected
bv Mexican exports. The textile and apparel products that Mexico ships to the
United States are competitive in terms of price and quality with those of the
maior Asfan apparel exporters. However, as Mexico's share of the U.S. market
currently is relatively small (3.3 percent) and not increasing, it is unlikely
that other foreign suppliers will lose market share to Mexico during the next
3 vears.

The 19R2 Mexican currency devaluation should further enhance the price
competitiveness of Mexican apparel in the United States. However, the
devaluation is not likely to result in sizeable increases of exports of
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Mexican apparai to the United States as nonprice factors are the major
decerrents tc such expansion.

Shipments to the United States declined from 161 million SYE in 1976 to
129 million SYE in 1981. The value of shipments of textile mill products to
the United States in both 1976 and 1980 was $60 million, having risen to a
high of §73 million in 1978 before declining. The value of apparel shipments
rose gradually from $166 million in 1976 to $248 million in 1980, or by 49
percent, again largely reflecting inflation.

The majority of Mexican apparel exports to the United States are not
entirely of Mexican origin; they enter the United States under item 807.00 of
the Tariff Schedules of the United States. Production of these products,
usually consiscting of U.5.-supplied fabric and trimming which are assembled
iato apparel by Mexican labor, is initiated and controlled by U.5. firms. 1In
1980, 73 percent of Mexican apparel shipments to the United States entered
under item 307.00.

Pakistan

o Pakistan has potential for increased exports during the next 5 years

The value of Pakistan's world exports of textiles and apparel almost
doubled during 1376-30 from %380 to $745 million. The great majority of these
exports were low-priced fabric and yarns of cotton, shipments of which
amounted to $655 million 1in 1980. Pakistan's apparel exports have been

relatively small, but increased from $63 million to $91 million during 1979-80.

Textlile exports from Pakistan are expected to continue to increase,
particularly to other Asian countries for use in their apparel production, and
to the United States. Thus, Pakistan may lmprove its competitive position
compared with that of other exporters of low-priced cotton textile products
such as Brazil, China, India, and Taiwan.

Shortage of capital is delaying modernization of the textile industry,
and new facilities will be necessary for expanded apparel production. The
industry must also attempt to overcome its poor quality image in the world
market. The Pakistan{ Government is taking steps to solve these problems with
some signs of success, and, despite relatively low efficiency, the industry
seems to be able to produce increasing quantities of low=-cost products for
export. Pakistan's competitive strengths include Government export
incentives, large supplies of domestically produced cotton, lower wage rates
than many of its competitors, and a relatively large textile industry.

Pakistan's largest market is the EC, which took 345 million dollars'
worth, or 46 percent, of Pakistan's 1980 exports. The combined markets of
Japan, Hong Xong, Korea, and Taiwan are Pakistan's second largest export
destinations, and tha United States is Pakistan's third largest customer,
taking $97 million in expcrts from them in 1980.

Pakistan's exports to the United States fluctuated between 67 million and
177 million SYE during 1973~-80, primarily because of large changes in export
levels of cotter cloth, which reached a low of 41 million SYE in 1977 and then
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rebounded to a high for the period of 122 million SYE in 1978. Pakistan
appears to have filled a niche in the U.S5. market with low-priced cotton
products, particularly fabries, dresses, knit shits, underwear, bedding, and
towels. Many U.S5. producers are finding that the low-end market is
unprofitable and are shifting their production away frem this type of
product. However, there is still a demand for low-priced merchandise in the
United States, and Pakistan !s one of the countries which is expanding into
this area.

Although Pakistan is currently filling some of its MFA quotas, with
normal year-to=vear quota increases and some diversification of its exports,
it should mot encounter serious problems with export limitations to the Uniced
States or to other developed countries.

Philippines

o The Philippines has potential for increased exports during the next 5 years

The Philippines is expanding its share of the world market, as its
axports of textiles and apparel increased by 177 percent during 1976-80, from
§202 million to $561 million. Most of these exports were apparel which, in
1980, accounted for $478 million or 85 percent of the total.

Continued growth is anticipated as the Govermment policies which assisted
the apparel industry, particularly establishment of an export processing zone
where fabries can be imported duty free to produce apparel for export, are
axpected to continue. In addition, the combination of low wage rates and
relatively high skill and quality levels make Philippine apparel competitive
in world trade. Growth of the textile mill industry has been slow, due in
part to outmoded equipment, but apparel production and exports have been
growing.

In 1980, the Philippines was the 25th largest supplier of textiles and
apparel in the world and its growth rate during 1976-80 was higher than all
Aslan countries except China and Sri Lanka. Consequently, its competitive
pesition in the developed countries' markets, particularly in conjunction with
other smaller but rapldly growing suppliers such as Sri Lanka and Thailand, is
gradually improving, compared to the larger, but slower growing suppliers.

The Uniced States i{s, by far, the leading market for the Philippine
sextile and apparel exports, taking about half the total in 1980. The EC is
the Philippines' second largest market and recently has been the fastest
growing one. During 19756-80, Philippine exports to the EC increased from 540
million to $169 million, or by 323 percent.

Shipments to the United States, of which 85 percent were apparel ia 1981,
increased by over 150 percent during 1976-81, from 5100 million to $258
2illlon. On a quantity basis, shipments increased 36 percent, from 130
million SYE to 177 milliom SYE, during the same period. Even 1if the MFA quota
levels are not increased significantly in the next bilateral agreement (the
current one expires Dec. 31, 1982) there is room for growth from both
undarutilized quota categories and normal year=to=vear growth in those
categories that are filled.
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The principal products where exports to the United States may expand
rapidly include manmade-fiber knit shirts, trousers and sweaters, and cotton
blouses. There is a large market for these items in the United States, and
they are in MFA categories where the Philippines has a comsiderable amount of
unused quota.

Singapore
© Singapore has limited export potential during the next 5 years

Although Singapore's world exports of textile and apparel more than
doubled from $248 million to $516 million during 1976-80, its significance in
world trade is not particularly large. In 1980, Singapore was ranked 30th in
terms of world textile and apparel exporters, providing less than 1 percent of
the total. Moreover, Singapore's exports of these products are not expected
to increase significantly in the next 5 years, and other developing countries
which are encouraging expansion of textile and apparel exports may reduce
Singapore's share of the world market.

As a country with limited natural resources and a small population, the
Government of Singapore is encouraging production of high value-addad products
such as petrochemicals, medicinal products, and electronic equipment and
components. To promote this policy, the statutory wage rates were ilncreased
60 percent from 1978 to 198l. As a result, the textile and apparel
industries, which have the lowest wage rates for manufacturing, had virtually
no growth in production between 1976 and 1979, and employment has declined.
The garment industry is establishing a training center to provide skilled
workers capable of producing higher qualirty goods to assist the industry.
However, even when the effacts of this training program are felt, Singapore's
ability to expand exports will remain limited.

The United States and the EC are Singapore's largest customers, each
taking about one-third of Singapore's exports, although exports to the United
States grew more rapidly during 1976-80.

Between 1976 and 1981, shipments to the United States increased
erratically from 82 million SYE to 113 million SYE, averaging 98 million SYE
for the 6-year period. The wvalue of shipments of textiles and apparel to the
United States (of which apparel had a 90 percent share in 1980) rose from §66
million in 1976 to $162 million in 1980, or by 150 percent.

Sri Lanka

o Sri Lanka has potential for increased exports during the next 5 years

Sri Lanka, although a small supplier of textiles and apparel, experienced
the most rapid growth rate of any exporting country during 1976-80, as their
world exports increased 20 times, from $6 million to $131 million.

Several factors contributed to this rapid growth. Government policies,
including establishment of a free trade zone, and tax and other financial
Incentives, have assisted development of the anparel industry. Apparel
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industry development has been strongly encouraged by the Govermment of Sri
Lanka to provide jobs to alleviate unemployment and to provide foreign
exchange earnings. Another important element in the development of Sri
Lanka's apparel industry is its large supply of skilled labor, whose wage
rates, estimated at approximately $0.15 per hour, are lower than the rates of
their Asian competitors, including China and India. Finally, Sri Lanka's
apparel industry has become increasingly attractive to Asian investors and
U.S. and EC importers, since its exports to the EC and the United States are
subject to less comprehensive restraints than those of the Big Three.

Continued export expansion for Sri Lanka is anticipated, but at less than
the 1976-80 rate, as the EC and the United States, which took approximately 90
percent of Sri Lanka's apparel exports, applied MFA restraints in 1978 and
1980, respectively.

Sri Lanka's apparel shipments to the United States increased from $1
million in 1976 to $87 million in 1981, and from a little over 1 million SYE
to 47 million SYE in the same period. Continued growth in the United States
market is possible for Sri Lanka, particularly 1f it diversifiass 1its
relatively narrow product line into apparel items not currently subiect to
quota, such as knit shirts and blouses, and manmade fiber trousers, coats, and
sweaters. Potential also exists in quota categories that are not currently
filled, such as manmade fiber shirts and men's cotton coats.

Thailand

o Thailand has the potential for increased exports during the next 5 years

Although Thailand currently accounts for less than 1 percent of world
trade {n textiles and apparel, it has made significant prograss in recent
years, having increased its exports at an average annual rate of 25 percent
between 1973 and 1980, from $111 million to $525 million.

Export expansion is likely to continue primarily as a result of
Thailand's low wage races, a large labor force, and Government policies to aid
export expansion. These policies include exemption of import duties on
imported machinery and raw materials used in the production of items for
export, and tax and credit incentives for firms manufacturing for export.

In addicion, Thailand is a low-cost producer, even in comparison with other
Asian countries, and its exports to the developed countries are less
restricted by MFA quotas than those of the Big Thrae.

Another area of strength for Thailand i{s that as a competitive exporter
of both textile mill products and apparel, its markets are diversified. 1In
1980, Thailand's largest customers for textile mill products were Italy,
Japan, Hong Kong, and the Federal Republic of Germany, while the United
States, the Federal Republic of Germany, and the United Kingdom were its
largest apparel customers.

Thailand's biggest market s the EC, which took 45 percent of Thailand's
exports in 1980; the U.S5. share was 15 percent. Although Thailand's overall
impact on the U.S5. and EC markets is not great, its exports are growing
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rapidly and in conjunction with other emerging textile nations may become a
more important competitor for the developed countries' markets.

Thailand's textile and apparel exports to the United States declined
during 1976-80 from 58 million SYE to 51 million SYE, but then increased
sharply to 91 million SYE in 1981. Apparel shipments generally increased
during 1976-81; fabric shipments fluctuated widely, reaching a low of 13
million SYE in 1980 and peaking at 48 million SYE in 1981.

Thailand's export potential to the United States is in both textils mill
products and apparel. In terms of quantity, 25 to 50 percent of Thailand's
annual exports to the United States consist of fabric. These are usually low-
cost cotton and mamnmade fiber fabrics, which are not subject to specific MFA
quota limitations. Apparel exports from Thailand to the United States
consisted largely of shirts, blouses, pants, and coats. Although Thailand
reached or nearly reached its quota limits on several important cotton apparel
items, it had considerable room for growth in most manmade-fiber products as
well as normal year-to—year quota growth in the MFA categories that were
Eilled.
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BACKGROUND
World Trade in Textiles and Apparel

World trade (n textiles and apparel increased from $36 billion in 1973 to
$94 billion in 1980, or by an average increase of nearly 15 percent annually.
This was lower than the growth registered in world trade in all products,
which rose more than 19 percent annually, from $576 billion to $1,973
billion. 1/ As a result, the share of world trade accounted for by textiles
and apparel fell during the period from 6.3 to 4.B percent.

The slower growth recorded in world textile and apparel trade, compared
with overall world trade, stemmed from a variety of factors. The most
important factor was the escalating cost of petroleum which inflated the walue
of world trade during 1973-80, when petroleum shipments increased at an
average annual rate of 33 percent from $63 billion to $468 billion. For
textiles and apparel, productivity increases, coupled with wage rates that
remalned considerably lower than those of other manufacturing sectors, helped
to slow price increases. At the same time, market limitations resulting from
import restraints and stagnant consumption in the developed countries also
contributed to lower growth In textile and apparel trade.

Emglozgent

Although textiles and apparel represent less than 5 percent of total
world trade, they are of great importance to both developed and developing
countries, particularly in terms of employment. The textile and apparel
industries are the world's largest source of manufacturing employment,
providing approximately 25 million factory jobs worldwide, divided almost
equally between developed and developing countries. Based on 1977 data, the
industries account for about 14 percent of all manufacturing employment in the
developed countries and about 28 percent in the developing countries. 2/ 1In
addition, the cottage and handicraft industries of certain countries prnvide
employment for large numbers of people, with India alone estimated to have as
many as 10 million employed in its cottage industries. In individual
countries, the share of manufacturing employment provided by textile and
apparel production i{s even higher; between 40 and 50 percent for Egypt,
Pakistan, Hong Kong, and Macau.

Employment in textiles and apparel is growing in the developing countries
and declining in the developed countries. Between 1973 and 1979, employment
in the textile and apparel industries of the European Community, the United
States, Japan, and Canada declined from 6.7 million to 5.4 million. Although
employment stabilized somewhat in 1980, the long-term downtrend is expected to
continue in developed countries. In the developing countries, however,
employment has increased, especially in Hong Kong, Korea, and Taiwan, where
inereases ranged from 22 to 100 percent between 1973 and 1979. Employment

1/ General Agreement on Tariffs and Trade,_fﬁternatinnal Trade 1980/81,
1981, table A-22.

2/ D. Keesing and M. Wolf, Textile Quotas against Developing Countries,
Trade Policy Research Centre, London, 1980, p. L.
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growth moderated in the Big Three in 1980, but the general upward =rend in the
developing countries should continue, largely because of Government policies
encouraging greater production of apparel for export as well as for growing
Jomestie consumption.

Trade shifts

As world trade in textiles and apparel grew during 1973-80, the gradual,
shift in sources of supply that developed during the 1960's continued to take
place. World production has been shifting from the developed countries to the
developing countries, especially where labor is abundant and wages are low.
Nevertheless, the developed countries continue to be the major suppliers, as
gshown in the following table.

Textiles and apparel: World exports, by products and by country
groupings, 1/ 1973 and 1977-80

{(In billions of dollars)

Ltem o 1973 1977 0 1978 0 1979 © 1980 2/

Textiles: I - i : :
Developed countries : 17.2 : 24,5 ¢ 28.9 : 3.9 : 38.5
Developing countries T 4.2 : .7 3 8.4 : .10.8 : 11.7
Centrally planned economies—=———-: 1.8 : 2.6 : 3.4 : 4.2 : 4.8
Total~- i 2342 3 33.8 : 407 :  89.9 : 55.0

Apparel: : - H H :
Daveloped countries 7.0 : 12.1 = 14.4 : 17.8 : 19.9
Developing countries —— 3.8 ¢ 8.5 ¢+ 10.5 : 12.7 @ 15.1
Centrally planned economies- 3 1.8 : 2.9 3 3.5 ¢ 4.2 : 3
Total : 12.6 : 23.5 : 28.4 : 39.5

: 34.7

W " W
- » El

1/ Area classifications conform to United Nations regional groupings.
Developed countries include principally the United States, Japan, Canada, and
the market economies of Western Europe. Centrally planned economies include
principally the U.5.5.R., the People's Republic of China, and Eastern Europe.
Developing countries encompass the oll-producing countries and other countries
with per capita incomes under $2,000.

2/ Data partially estimated by the staff of the U.S. Internatiomal Trade
Commission.

Source: United Nations, Monthly Bulletin of Statisties, May 1979 and
May 1981, except as noted.

In addition, as shown in the following table, most of the world's largest
aexporters of textile and apparel products are developed countries. 1/

1/ See appendix for complete statiscical tables showing world exports ot
textiles and apparel by leading countries (tables A-1 through A-4), world
imports of textiles and apparel from major regions (tables A-5 and A-6), and
U.S5. imports of textiles and apparel by principal suppliers (table A-7).
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and percentage changes, 1973, 1975, and 1980

Exports of 15 largest exporting countries 1/

g H - : Percentage
$ : - H change--
Country 2 1973 1975 : 1980 : 1980 1980 from
: : H : from 1973
: H g : 1976
! ——————————],000 dollars—=~——— { ——Percent——-
Ital y—==———-==—=———=—=: 2,750,012 : 13,868,863 : 8,319,356 : 115 203
West Germany-----—--—- ———: 3,391,074 : 4,405,362 : 7,331,814 : 66 116
Hong Kong- 1,971,162 : 3,359,928 : 5,277,415 : - 168
France--—-- : 2,476,369 : 2,871,016 : 4,869,942 : 70 : 97
Republic of Korea——-——-: 1,042,051 : 2,395,321 : 4,204,837 : 75 @ 303
United Kingdom——--————: 1,794,349 : 2,195,997 : 3,947,212 : 80 : 120
Belgium 2/ : 1,979,554 : 2,489,792 : 3,871,644 : 56 96
Taiwan----- ¢ 1,314,910 : 1,997,182 : 3,775,309 : 89 : 187
China— : 983,950 : 1,099,083 : 3,529,050 : 221 : 259
United States—-——-————: 1,401,863 : 1,977,547 : 3,521,188 : 78 : 151
Japan : 2,267,491 : 2,289,730 : 3,515,722 : 54 : 55
Netherlands———=——=—=—=—: 1,573,040 : 1,812,344 : 2,462,444 : 3% : 57
India : 659,256 : 860,984 : 1,735,627 102 : 163
Switzerland-——-———=—————: 750,427 : 949,554 : 1,633,439 : T 118
Augtrige=cesssnssonmeme=: 583 110 : 736,782 : 1,419,332 : 93 143
Total 124,938, 133,309, 159,414,331 : 78 : 138

1/ Based on reported imports. Exports of the European Community countries
include Iintra-EC trade and shipments of partially completed textile products
for outward processing and subsequent reimportation as completed items.

2/ Includes exports of Luxembourg.

Source:

Compiled from United Nations data.

Although the developed countries still provided 70 percent of world
exports of textiles and 50 percent of apparel exports in 1980, the developing
countries are steadily increasing their share, particularly in apparel.
Between 1973 and 1980, the developing countries increased their share of world
apparel exports from 30 to 38 percent and their share of textile exports from
18 to 21 percent, largely at the expense of the developed countries, which
have lost market share, as shown in the following table.
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Textiles and apparel: Parcentage distribution of tha value of exports,
by products and by country groupings, 1973 and 1977-80

Item ’ 1973 . 1977 . 1978 : 1979 : 1980 1/

Textilaes: : H : : :
Developed countries i 74 72 & o 70 70
Daveloping countries ? 18 : 20 : 22 ¢ 22 1 21

Cantrally planned economies H 8: 8 : 8 : 8 : 9 ©

Total : 100 : 100 : 100 : 100 : 100

Apparel: H H H - !
Daveloped countries : 56 @ 51 : 51 1 §1 @ 50
Developing countries : 0 3% : 31 3 : 38
Centrally planned economies—---: 15 @ 12 : 12 : 12 : 12
Total : 100 : 100 : 100 : 100 : 100

1/ Partially estimated by the staff of the U.S. Loternacional Trade

Commission.

Source: United Nations, Monthly Bulletin of Statistics, May 1979 and

May 1981, except as noted.

Production

Growth in world production of textiles and apparel has been slowing since

1973, with the developed countries absorbing most of the decline.

In tarmse of

quantity, production in the developed countries declined during 1973-80, but
production in the developing countries and the centrally planned econocmies

rose, as shown in the following table.

#
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Textiles and apparel: Percentage change in world production, by areas,
1973 from 1963, 1980 from 1973, 1978 from 1977, 1979 from 1978, and 1980
from 1979

(In percent)

Percentage change—

Item :~ 1973 : 1980 : 1978 : 1979 : 1980
: from : frem : from : from : from
1963 : 1973 : 1977 : 1978 : 1979
Textiles: H - - i :
World=———e—eeeee— ' : 5.0 : 1.5 3 Y.5 3 3.5: (o]
Industrial countries H 4.5 : =25 1 =u5: 3.0 : =2.5
European Community (9)——————-——- : 2.0 : -1.0 : =3.0 : 5.5 : =2,5
United States : 4.5 -.5: 2,5: 5.5 : -4.5
Japan : 7.5 3 -1.5: 1.0: 2.0: =-1.0
Developing countries : 4.5 : 2.5 : 3.0: 3.0: 5
Centrally planned economies——————; 6.0 : 4.0 :+ 4.0 : 2.0 : 3.0
Apparel: 1/ : - : $ :
World—- - - —— 4.0 : 2.0z 1.0: 2.5: =.5
Industrial countries - 2.0 : =5 :=1.0: 1.0 : =4.0
European Community (9)=—=—=—=—m—-] 1:3 3 =1.0 : =4.5 ¢ 5.5 : =5.0
United States ! 2.5 : 1.5 : 0 : 0 1 =4.5
Japan : 7.5 @ -2.5 1 2.0 : =2.0 : ~5.5
Developing countries- - 5.5 ¢ 3.0: 3.0: 1.5: 1.0
Centrally planned economies=======1 7.0 5.0 : 3.5: 4.5: 3.5

1/ Includes leather products and footwear.

Source: United Nations, Monthly Bulletin of Statistics and Organization for

Economic Cooperation and Development, Indicators of Industrial Activity,
national statisties.

Two factors are largely responsible for the trends that have been
described. Of particular significance is the long-term movement, particularly
of apparel production, from areas of high labor cost to the lower cost
developing countries. Since production of most apparel remains highly labor
intensive, developing countries' growth in that area, at the expense of the
developed countries, may continue to take place. The other factor
contributing to the divergent trends in developed and developing countries is
that textile and apparel production is increasing in the developing countries
as thelr share of world trade increases and as domestic demand rises.

Although consumption has been relatively stagnant in the developed countries,
growth has been experienced in the developing countries inm response to
population increases and increased per capita consumption of textile

products. Per capita consumption of textile products averages 9 pounds in
China and 6 pounds in India, compared with 52 pounds in the United States. It
is antiecipated that considerably greater growth in per capita consumption will
occur, on a percentage basis, in the developing countries than in the
developed countries, thus stimulating greater production and employment growth
in the developing countries.
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Textile and apparel exports from the 12 emerging textile-exporting
countries rose 214 percent during 1973-80, increasing from $3.1 billion to
$9.6 billion, as shown in the following table.

Textiles and apparel: Exports of the 12 emerging textile-exporting
countries 1973, 1976, and 1980, 1/ and percentage changes, 1980 from 1976
and 1980 from 1973

Percentage change—-

Country 3 1973 : 1976 $ 1980 : 1980 : 1980
' $ - $ from : from
1976 : 1973

China : 983,950 : 1,099,083 :3,529,050 : 221 : 259
India :+ 659,256 : 860,984 :1,735,627 : 102 : 163
Pakistan : 418,725 : 380,447 : 745,233 : 96 : 78
Philippines + B9,642 : 202,314 : 561,298 : 177 : 526
Thailand s 111,39 : 222,638 : 525,429 : 136 : 372
Brazil t 197,574 305,464 : 524,255 : 72 : 165
Singapore +. 199,341 : 248,259 : 515,516 : 108 : 159
Macau s 92,994 : 200,655 : 505,255 : 152 : 443
Mexico ——— : 218,292 : 304,067 : 374,707 : 23 : 72
Malavsia : 35,747 : 168,058 : 387,856 : 131 : 985
Colombia-- $ 65,129 : 104,739 : 113,429 : 8 : 74
Sri Lanka 5 2,780 : 6,158 : 130,512 : 2,019 : 4,595

Total === :3,0!1,323 E a,luz,aaﬂ 19,648,167 : 135 : 214

1/ Based on reported imports.

Source: Compiled from United Nations data.

China has made the most impressive growth, particularly from 1976 to 1980.
However, all of the emerging countries, except Pakistan, Mexico, and Colombia,
equaled or exceeded the world growth rate of 162 percent for textiles and
apparel exports during 1973-80. 1In addition, the average growth rate of 135
percent for the emerging countries during 1976-80 exceeded that of the 15
largest textile= and apparel-exporting countries, shipments from which rose 78
percent. Most of the inecrease in terms of percentage and sbsolute trade walue
was contributed by China and India, which together supplied 55 percent of the
exports from the emerging textile-exporting countries in 1980. With the
exception of China, it is unlikely that any of the countries analyzed in this
study will in the 1980's attain the growth in export volume that the Big Three
achieved during the 1970's. Stagnant consumption combined with import
controls in the developed countries will tend to limit exports of these
nations. In addition, the emerging textile-exporting countries will be
competing with the Big Three and Japan, which already have established textile
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and apparel industries and export markets, and with the developed countries,
whose textile industries are increasingly becoming more capital intensive and
competitive.

Howewver, on a worldwide basis, China may overtake Taiwan as the third
largest exporter of textile and apparel products among the developing
countries. China's world textile and apparel shipments increased by 45
percent during 1979-80 to $3.5 billion, closing the gap between it and Taiwan,
whose world exports increased 22 percent from $3.1 to $3.8 billion during the
period.

Overall, continued growth is possible for the emerging countries. The
growth potential arises out of the interaction of many factors, inmcluding the
capabilities of each country's textile and apparel industries, labor
avallability and cost, Government policies, and the emergence of new markets.
In addition, these countries may benefit from a shift of trade from the Big
Three because of problems related to acquiring export gquota on popular apparel
items. This shift has become more likely, since the newly extended MFA allows
the importing countries to negotiate bilateral agreements which grant more
favorable treatment to new and small suppliers and restrict quota growth of
the major suppliers. Moreover, rising costs are forcing Hong Kong and Taiwan
to trade up in quality and fashion, thereby creating opportunities in the
low=-end apparel markets for the emerging countries.

The net effect of the interaction of these factors on textile and apparel
export growth potential varies greatly from country to country. The balance
of this study examines these and other factors for each country to provide
concluslons concerning their potential for export growth in the 1980's.

The U.S5. Market

The United States is still a growth market for textile-exporting
countries, particularly for new and small suppliers, but with limitations
which are generally prevalent in the developed countries' markets. The growth
potential exists primarily from the great size and diversity of the U.S.
market, the long-term advantage that low-wage labor gives to the developing
countries, and provisions of the MFA that are favorable to small and medium
slze suppliers.

U.S. textile and apparel consumption

The United States is the world's largest consumer of textile products.
In 1980, U.S. consumption of textiles and apparel amounted to $105 billion.
In addition, as the following table shows, the United States leads all major
regions in per caplita textile consumption.



A-8

Cotton, wool, and manmade fibers: Consumption, total and per capita, by
selected areas, 1980

Ead 3 Total mill g Per capita
1 consumption - consumption
(ltﬂﬂﬁ tons ) g (Pounds)

United States 1 5,990 : 52
China===- H 4,400 : 9
European Community : 4,040 : 3l
7.5.5.R : 3,55& : 26
Japan . : 2,322 40
India t 1,990 : [

Source: Partially estimated by the staff of the U.S. Intarnational Irade
Commission from data provided by the International Cotton Advisory Committee.

The following table shows that U.S. consumption of all textile products
(measured by total fiber consumed) has been relatively stagnant, with a slight
decline between 1973 and 1980.

Fibers consumed in textiles: lf U.S. mill consumption, exports, imports,
and apparent consumption, 1973-80

: : : “Ratio of
: Mill % . , Apparent

Tear . consumption | NApores : AMpOTLS S can:umptiun : c;:zz;;iizz

Million pounds : Percent
1973 = 12,474 647 1,119 ; 12,947 : 8.6
1974 : 11,101 : 809 : 948 11,240 : 8.4
1975 3 10,553 : 697 970 : 10,826 : 9.0
1976 : 11,588 : 780 : 1,287 : 12,095 : 10.6
1977 : 12,167 : 750 : 1,317 12,734 : 10.3
1978 - 12,391 : 811 : 1,617 : 13,197 : 12.3
1979 - 12,773 : 1,090 : 1,381 : 13,064 : 10.6
1980 : 11,890 : 1,319 : 1,455 : 12,026 : 12.1

1/ Cotton, wool, and manmade fibers.

Source: Complled from official statistics of the U.5. Department of
Agriculture.

Jote.-—Because of rounding, figures may not add to the totals showm.

Most consumption forecasts for the United States and other developed countries
predict slow growth in the 1980's, in the range of 1 to 2 percent annually, by
quantity. This consumption projection 1is based primarily on declining
population growth, slower economic growth, and shifts in consumer spending
hablts toward nontextlle products.
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The U.S. textile and apparel industries

The textile and apparel industries are a major factor in the U.S.
economy, but their importance relative to the overall industrial sector has
decllned over the years. Between 1976 and 1980, the total value of textile
and apparel shipments rose at an average annual rate of 9 percent, from §71
billion to $101 billion. However, while thelr share of the Nation's
industrial activity remained relatively unchanged during the period at about 6
percent annually, it was lower than the 1973 level of more than 7 percent.
Their total employment of 2.16 million workers during 1980 was 5 percent lower
than the 1976 level of 2.27 million, resulting in a decline in their share of
the Nation's industrial workforce from 12.0 to 10.6 percent during the
period. Moreover, their return on sales and equity during 1976-80 was, on the
average, lower than that for all manufacturing, according to official data of
the Federal Trade Commission and published industry data, 1/ as shown in the
following tabulationm:

Item . 1976 [ 1977 [ 1978 ] 1979 | 1980
: “Percent

Ratio of net profit to— : H : 4 :

Net sales: : : : i :
All manufacturing - 5.4 ¢ 5.3 : 5.4 5.7 : 4.9
Textile mill products~- : 2.4 ¢ 2.4 : 3.1 2 3.2 ¢ 2.2
Apparel : 3.5 ¢ 3.9 ¢ h.l : 4.3 : 3.9

Stockholders' equity: : i t - t
All manufacturing 3 14.0 : 14,2 : 15.0 16.6 : 14.0
Textile mill products--- : 8.0 : 8.7 11.3 3 11.9 : 8.5
Apparel : 12.3 : 13.0 : 14.0 : 14.7 : 14.4

The data shown for apparel were complled on approximately 100 publicly held
companies which account for about one-fourth of the value of domestic apparel
shipments. However, these companies may mot be representative of the overall
apparel industry, which includes many small privately held firms.

Apparel industry.-—Apparel shipments increased at an average annual rate
of 8 percent between 1976 and 1980, from $35 billion to $47 billion, as shown
in the following table.

1/ Compiled from data in Perspectives for Apparel Management, Kurt Salmon
Associates, Inec., No. 20, May TE?E, p. £; No. 22, May 19/9, p. 2.; No. 24, May
1980, p. 2; and The KSA Perspective for Apparel Management, Kurt Salmon
Associates, Ine., No. 26, June 1981, p. Z.
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Apparel (SIC 23): U.S. producers' :hipminta, imports for consumption, exports
of domestic merchandise, apparent consumption, and employment, 1976-80

Item 1976 © 1977 ' 1978 f 1979 ¢ 1980

-
L

34,759 : 40,245

Producers' shipments
million dollars—

42,742 : 43,030 : 46,669

Imports we—d 0 $s 3,256 : 3,650 : 4,833 :° 5,015 : 5,703
Exports - do H 434 524 : 551 : 712 1 1,001
Apparent coansumption do : 37,581 : 43,371 47,028 @ #T;T?E [ 21,371
Ratio of=- - - : 1
Imports to apparent E 3 : : ;
consumpt {on—-=————percent—: 8.7 : 8.4 : 10.3 : 10.6 : 11.1
Exports .to producers’ : H : 2 E
shipmentg——==~———=parcent—: 1.3 ¢ 1.3 ¢ 1.3 : 1.8 : 2.1
Total employment 1/—thousands—: 1,318 : 1,316 : 1,332 : 1,304 : 1,266

= ® ® " w
. L . "

1/ Official statisties of the U.S. Bureau of Labor Statistics.

Source: Compiled from official statistics of the U.5. Department of
Commerce, except as noted.

Nevertheless, there has been little real growth in output during the period,
Output in 1980, as measured bv the Federal Reserve Board's Industrial
Production Iude: for Standard Industrial Classification (SIC) No. 23
(predominantly apparel), decreased 5 percent compared with that in 1977-79,
and increased 1 percent from that in 1976. The increased value of shipments
between 1976 and 1980 reflected primarily higher prices stemming largely from
higher labor and material costs, which represent about three-fourths of
apparel-manufacturing costs, and sharply higher intersst expense.

Apparel production takes place in more than 20,000 establishments, with
less than 20 percent employing 100 or amore workers, according to official
statisties of the U.5. Department of Commerce. Slightly more than one-half of
the establishments are located in the Northeast, especially in New York.
However, the South, which has one-half as many plants as the Northeast, is the
largest employer, with about 40 percent of the industry's workforce compared
with 33 percent in the Northeast. Apparel plants in the South employ, on the
average, more that twice as many persons as those in the Northeast, primarily
reflecting the South's newer and larger plants and its greater number of
producers of men's apparel, the manmufacture of which usually takes place on a
larger scale than the more fashion-orisnted women's apparel.

Average employment in the apparel industry has fluctuated within a narrow
range in recent years, as shown in the preceding table. However, official
statistics of Bureau of Labor Statistics (BLS) show that the unemployment rate
of apparel workers during December 1980 rose to 13.7 percent from 9.6 percent
in December 1979: for all manufacturing, the unemployment rate increased from
3.8 to 8.4 percent during the sam2 period. The hourly wage of apparel
production workers during 1980 averaged $4.57, compared with $7.27 for all
manufacturing; nevertheless, it remained considerably higher than the hourly
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rates of $1.50 or less paid in the principal foreign apparsl suppliers (i.e.,
Hong Kong, Taiwan, and Korea). This disparity is significant since labor, on
the average, accounts for about ome—third of the wholesale value of

U.S5.-produced apparel.

Productivity in the U.S. apparel industry has increased about 2 percent

annually in recent years, according to industry sources.

Although this

improvement increased the price competitiveness of U.S. producers vis-a-vis
imports from other developed countries, it has not been sufficient to close
the price gap with the developing countries.

In the short run, the apparel industry will probably have limited
praoductivicy improvement because many manual operations are involved, fabric
handling currently cannot be fully automated, and fashion and seasonal changes

often dictate small production runs.

Moreover, the industry's highly

fragmented structure, consisting of a large number of small and relatively
under-capitalized companies, limits its use of capital-intensive technology.
The latest data, provided by the U.5. Department of Commerce, indicate that
annual capital expenditures in the industry average $399 for each employee,
The industry's labor intensity,
as measured by the racio of payroll to value added by manufacture, was 49
percent in 1979 compared with 44 percent for all manufacturing.

compared with $2,930 for all manufacturing.

Textile industr%.--Tha value of textile shipments increased 50 percent

between 1976 and 198
in the following table.

Textiles (SIC 22): U.S. producers' shipments, imports for consumption,
exports of domestic merchandise, apparent consumption, and employment,

, from $36 billion to an estimated $55 billion, as shown

#

"

1976-80
Ltem 1976 1 1977 f 1978 F 1979 1 1980
Producers' shipments H 1 : : :
million dollars—: 36,389 : 40,630 : 49,170 : 52,660 : 54,603
Imports do ¢ 1,626 : 1,765 : 2,212 : 2,214 : 2,475
Exports— -— do + 1,855 : 1,857 : 2,073 : 3,029 : 3,458
Apparent consumption do : 36,160 : 40,538 : 45?335 : 51,845 : 'FETEEE
Ratio of— t H t g £
Imports to apparent : : H H i
consumption—- percent=-: 4.5 bab 4.5 : 4.3 : 4.6
Exports to producers' E - £ g -
shipment g=—==ww==——parcent--: o 10 b.6 : 4.2 1 5.8 : 6.3
Total employment l/——thousanda—: 919 : 910 : 899 : 885 : 853

if OFficial staristics of the U.S. Bureau of Labor Statistics.

Source: Compiled from official statistics of the U.S. Department

Commerce, except as noted.

of
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Real output, however, rose only 8 percent during the period, according to the
Fadaral Reserve Board's Industrial Production Index for SIC No. 22 (textile
mill produets), and decreased 5 percent between 1979 and 1980. OQutput in
Novamber 1981 was 5 percent lower than that in November 1980, largely as a
rasultc of slugzish demand for apparal and home furanishings.

The number of textila mills totals more than 5,000, about two-thirds of
whlzh employ fewer than 100 workers each, In addition, there are more than
5,920 cextile-fabricatlag establishments, many of which cut and sew purchased
fabric lato curtains, draperies, and ochar finished textile products. The
2{lls are locaced prizarily i{n the Southeast, especilally in the Carslinas and
Georgzla.

Although the major impact of import competition on the U.S. textile and
apparal sector has been confined primarily to apparel in recent years, the
textile and apparel industries are linked econmomically, since about 40 perzent
of U.S. textile output is consumed in U.S. production of apparel. Thus,
changes in U.S. apparal production levels may significantly affect overall
damand for U.S.-produced textiles.

Average employment in the textile industry during 1980 totaled an
astimated 353,000 persons, 4 percent lower than the 1979 level and 7 percent
lower than cthe 1975 lavel. Average hourly wages of textile production workers
reanalned higher than those of apparel production workers—$5.07 and $4.57,
respectively. Because of the recession and the resulting decline in
production during 1980, the unemplovment rate of textile mill preduction

workers rose to 13.7 percent in December 1980 from 9.5 percent in December
1979,

Davalopment of UU.S. {=mports

Growth in value since 1973.—U.5. textile and apparal imports incresasad
from §3.8 billion in 19/3 to $8.5 billien in 1980, 1/ or by an average of 12
Jerzent annually, In 1973, 52 percent of such imports wera apparsl, with
textile mill products (varn and fabrie) and other aade-up items (linens, f[loor
covarings, home furnishings, and so forth) accountiag for the remaiader. 3y
1980, however, apparel's share of U.S. textile and apparel imports increased
to 74 percent.

The change in the import product mix largely reflects the significant
cost advantage that the developing countries have in the production of
labor-intensive apparal products. Production of rextile mill products, on the
stiier hand, {s becomiag more capital intensive, amabling the developad
countries, particularly the United States, to generally mainatain their
coopetitive position with respect to that of tha developing countries. As
evidence of this competitive scrength, official statistics of the U.S.
Deparcaeant of Ccmmercze show that U.5. exports of textile 23ill products

includas ccmmodicies classified in the folliowlng portions of tne Tariif
radulas of the United Staces: schedule 3 (Textile fibers and cextile
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increased significantly as a percentage of U.5. producers' shipments during
1973-80, but the ratlo of Imports to producers' shipments declined. 1In
comparison, apparel imports increased substantially when measured against
domestic shipments, as shown in the following tabulationm:

Ttem 3 1973 ; 1980

Textiles (SIC 22):

Producers' shipments——million dollars—: 31,073 : 54,603
Exports - - do : 1,163 : 3,458
Imports == R st g (e & 1,541 : 2,475
Ratio of— : :
Exports to shipments—-——--———parcent—: 3.7 ¢ 6.3
Imports to shipments-—- - do £ 5.0 3 4.5
Apparel and other made-up articles (SIC 23): : t
Producers' shipments--——million dollars——: 30,084 : 46,669
Exports e e e i ] (e 229 1,001
Imports——- - - do==—=—:1 1,955 : 5,703
Ratio of-- - :
Exports to shipments———---- ——parcent-—: 3 3 2.1
Imports to shipments——---- ~dg—m=! 6.5 12,2

Shifts in import market shares.--In 1980, Hong Kong, Taiwan, and Korea
together supplied 46 percent of total U.S. textile and apparel imports, and
Japan supplied another 7 percent. Other large suppliers were the European
Community with 12 percent, India and China with &4 percent each, Mexico and the
Philippines with 3 percent each, and Singapore with 2 percent. No other
country accounted for more than 1 percent. Although the four largest Asian
suppliers were the dominant suppliers during the 1970's, there have been
significant shifts in the importance of individual countries or groups of
countries as suppliers. Hong Kong, Korea, and Taiwan increased their combined
share of U.S. imports from 29 percent in 1973 to 46 percent in 1980. The
increase was largely at the expense of Japan and the EC, whose combined share
declined from 36 percent to 19 percent in the same period. Japan accounted
for more than 60 percent of U.S. imports during the 1950's. Major shifts in
importance among U.S. suppliers are summarized in the following table.
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Textiles and apparel: 1/ U.S. imports, by sources, 1973 and 1980

: :  Percentage of
; Total g
S AiPE : _a El‘.ntal T.T-E: imports
1973 | 1980 | 1973 | 1980
: Million dollars :
Hong Kong : 503 : 1,724 : 13 : 20
Taiwan : 365 : 1,252 10 : 15
European Community 3 796 : 993 : 2l : 12
Republic of Korea 2 243 :+ 930 : 6 : 11
Japan $ 561 : 565 : 15 7
China : 15 + 389 : 2/ : 4
Other—- : 1,269 : 2,637 : - 31
Total TS TR 500 100 100

1/ Includes commoditles classifled in the following portions of the Tarlff
Schedules of the United States: schedule 3 (Textile fibers and textile
products) and parts 1(B) (Headwear and hat braids), and 1(C) (Gloves) of
schedule 7 (Specified products; miscellaneous and nonenumerated products).

2/ Less than 0.5 percent.

Source: Compiled from official statistics of the U.S. Department of
Commerce.

In addition to these large, long-term shifts, several countries with
smaller shares of U.S. imports have experienced notable increases over a
shorter period of time, as shown in the followling table.

Textiles and apparel: U.S. imports, by selected sources, 1976 and 1980,
and percentage increase, 1980 over 1976

Total Increase 1980

Source -
1976 ° 1980 over 1976
Million dellars H Parcent
Philippines—- : 100 : 208 : 108
Singapore t Eg : lg; ) tig
Macau i . -
Sri Lanka-—==-—- H R 64 : 6,300
Malaysia : 14 : 3;; : %53
Paru — 10 : : 25
Indonesia—-- t L 7 : 250

Source: Compiled from official statistics of the U.S. Department of
Commerce.
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Quanzity of U.S. imports has been stable.--Although the value of U.S.
impnrts increased steadily during 1973-80, the quantity of imports of cotton,
wool, and manmade-fiber textile products, as measured in equivalent square
yards (S5YE) remained relatively stable. To measure the overall quantity of
U.S. imports, data are collected on an SYE basis, a common unit into which the
various textile and apparel units of measure (dozems, pileces, yards, pounds,
and so forth) can be converted. As the following table shows, the total
quantity of imports decreased by about 5 percent between 1973 and 1980.
Howevar, 1981 imports increased significantly to 5.8 billion SYE, with the
largest increase in cotton fabrics.

Textiles and apparel of cotton, wool, and manmade fibers:
U.S. genaral [mports, by types, 1973-81

(In millions of equivalent square yards)
Made-up and

s Year ; Yarns i Fabrics : Apparal e e Total

197] - s em=memmme e mmmm——a: 1,215.3 : 1,461.5 : 2,089.8 : 158.0 : 5,124.7
197 e i o vt e e o 925.6 : 1,233.1 : 1,937.0 : 314.6 ¢ 4,410.3
1975 = e e - 555.3 : 967.3 : 2,076.8 : 228.1 : 3,827.5
197 e 821.4 : 1,387.1 : 2,449.0 : 329.0 : 4,986.5
1977~ e e e :+ 1,058.5 : 1,124.8 : 2,466.3 : 327.5 ¢+ 4,977.1
1978-- —————t 972.5 : 1,463.8 : 2,905.4 : 397.5 @+ 5,739.1
1979 =mesmsssanssere—we; 438,38 : 1,116.1 : 2,671.2 : 412.9 : 4,639.0
1980 o= cmnanaen snmama e} 380.3 : 1,217.2 : 2,884.1 : 402.8 : 4,B84.5%
198] - === m ey 443.5 : 1,705.6 : 3,135.9 : 477.3 ¢+ 5,762.2

w s &
El H H

Source: Compiled from official statistics of the U.S. Department of
Commerce.

Data on the quantity of U.S. imports further highlight the overall trend
of apparel taking a steadily increasing share of U.S. imports. Although a
large increase in imports took place in 1981, the general stability in total
import quantity levels stems primarily from the strong competitive position of
the U.S. textile mill industry, quantitative limits on imports of certain
apparel products, and stagnant consumption levels in the United States.

Long-term advantages in the cost and availability of labor

Low wages paid in the developing countries constitute a basic reason for
their success as exporters of textile and apparel products. As the following
table shows, a significant disparity exists in the wage rates of the competing
countries.
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Textile spinning and weaving: Average hourly labor costs, _l_.l"
by selected countries, summer 1981

(In U.5. dellars)

Country ., Hourly labor cost
Unicted States t §7.03
Japan i 4.90
Mexico t 3.06
Brazil (Sao Paulo) —_—1 2.39
Colombia : 1.76
Hong Kong : 1.42
Republie of Korea : 1.35
Talwan : 1.32
Singapore : : 1.12
India : .69
Philippines i W43
Pakistan : 42
Thailand § 34
Stri Lanka : 16

i/ Includes wages and fringe costs such as paid holidays, vacations,
unemployment insurance, old-age insurance, and workman's compensation.

Source: Werner International Management Consultants, Spinning and Weaving
Labour Costs Comparisons, Summer 1931.

The information is abstracted from a 1981 survey of the textile mill
industries of 41 countries and represents total compensation, Llneluding fringe
benefits and other costs. The lowest wage shown, $0.15 per hour in Sri Lanka,
was 2 percent of that paid in the United States. The highest hourly wage in
the full survey was $9.55 in Sweden, which was 36 percent higher than U.S.
wages. Although there is no comparable current information about apparel
workers' earnings, it i{s known that they usually make between 10 and 30
percent less than workers in the textile mill {ndustry.

Wage rates are not the only factor which determinas success or failure in
international trade, as 22 percent of U.S. imports in 1980 came from high-
wage, developed countries. However, wage costs are often the decisive
competitive factor for apparal and alsoc play an important role in trade in
textile mill products.

Wage impact on textile trade.—Becween 1976 and 1980, U.S. fabric imports
from the 12 countries considered in this study declined by more than one-third.
As the following table shows, most of the change occured in cotton fabrics, as
imports of manmade-fiber fabrics from these countries have never been large.
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{In thousands of equivalent square yvards)

U.S. gene .l lmports

: 1976 : 1980
Source : £

; Yarn | Cloth Yarn | Cloth

Cotton
Brazil : 48,805 8,608 : 0 : 5,257
Colombia — 9,322 : 34,072 : 11 : 20,734
India 68 : 137,911 : 0 : 41,400
Macau 5 0: D: 0: 0
Malaysia : 0: 10,683 : 0 : 2,798
Mexieco 37,432 + 27,283 : 2,044 : 4,711
Pakistan 2 2 : 113,340 : 25 1 84,384
China - : 0 : 124,141 : 186 : 120,827
Philippines - : 0: 116 : 62 138
Singapore - 0: 10,621 : 0: 25,771
Sri Lanka : 0 3 0 : 0 : 1/
Thailand $ 0 : 17,391 : 0 : 11,784

Total : 95,627 : 484,166 : 2,328 : 317,804

% Manmade fibers
Brazil t 4,986 : 1,206 : 128 : 2,399
Colombia : 0: 187 : 19 : 22
India—- : 495 : 7,263 : 1/ H 1,816
Macau : 0: 0 : 0: 0
Malaysia—- : 2 : 189 : 1,787 : 2,035
Mexico ¢ 13,447 1,995 ¢ 16,563 : 5,320
Pakistan : 0 32 : [ - 47
China i 0 : 13 : 70 3 1,691
Philippines 5,621 : 32 : 10,226 : 211
Singapore 907 :+ 1,120 : 3,914 : 751
Sri Lanka - 0: 0 : Q: 0
Thailand : 34 5,283 2,391 : 972

Total 25,492 : 17,320 : 35,098 : 15,264
1/ Less than 500 equivalent square yards.
Source: Compiled from official statistics of the U.S. Department of

Commerce.

The major reasons for this trend are the long-term decline in cotton
cloth consumption in the United States and the competitive strength of the

U.5. textile mill industry, particularly with regard to manmade-fiber
The industry's capabilities stem from efficlent organization,

products.

economies of scale, availability of competitively priced fiber, and heavy
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Investment in new specialized equipment which produces fabric at optimum

afficlency. Evidence of this growing efficlency is demonstrated in the
£ollowing table. -

Broadwoven fabric mills (SIC 2211, 2221, and 2231): U.S. production,

shipments, production payroll, and production hours worked 1967, 1972,
1977, and 1980

Item 1967 ¢ 1972 1977 ¢ 1980

L
i
w
L
w
]
H

Broadwoven fabric production '
million square yards--: 16,974 : 15,830

: 15,486 : 15,433
Industry shipments==—==—million dollars=-: §,707 : 6,967

11,340 13,799

sm sm =w am e ==
-

Production payrolle———=s=cscc—ccscccandp====; 1,447 1,579 «+ 2,177 2,619
Ratio of payroll to value of shipments : g : :

parcent==: 21.6 22.7 19.2 : 19.0

Average uanilt value per yard-=-=—-==—==——-—: § 40 1 § .44 : § .73 : $ .89

Productlon labor cost per yvard=——-—=—===-- : $ .09 : §.10: $ .14 : $ .17

Production hours worked -——==———maillion—: 683 : 563 : 516 475
Production per direct labor hour : t : H

square yards——: 24.9 28.1 : 0.0 : 32.5

" & " £
"

Source: Compilad from official statiscics of the U.5. Department of
Commerce.

As can be seen, the ratlo of direct labor costs to shipments of U.S.
mills declined from 21.6 percent in 1967 to 19.0 percent in 1980, and che
number of square yards produced per direct labor hour increased from 24.9 to
J2.5. 1In contrast, countries such as India and Pakistan, which have large
textile industries and low wage rates, lose much of their potential
competitive advantage due to production inefficienecy. It is estimated that
mills in some developing countries are only 20 to 25 percent, or less, as
efficient as U.S. mills in terms of labor utilization. Consequently, to
compare actual foreign labor costs with those In the United States, the wage
ratas shown on page A-15 could be mulctiplied by as much as 4 or 5 or more for
countries such as India and Pakistan. On that basis, the gap between U.S5. and
foreign costs for fabric production closes considerably. Textile mills in
Brazil and Mexico are often more efficient than those in Pakistan and India
but still require more labor per yard of cloth (of comparable quality) than
U.S. mills. 1Tn addition to production inefficiency, freight charges, duty, }f
and other costs of importing add cto the cost of fabrics exported by the
developing countries. Consequently, their wage advantage is greatly reduced
or sometimes completely offset in competition with U.5. mills, partly
explaining why their share of the U.5. fabric markect 13 not greater. The
ratio of imports to consumption im 1980 was 16 percent for cotton fabric, 4.5
percent for manmade=fiber fabric, and 8 percent for all fabrics.

1/ Rates of duty on cotton fabric in 1980 ranged between 5.9 percent ad
valorem and an ad valorem aquivalent of approximately 30 percent. Duty on
manmade-fiber fabric In 1980 was an ad valorem equivalent of 22.4 percent.
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Tha modernizatinn of the U.S5. textile mill industry has been accompanied
3+ a 1igh degree of specialization. For example, water-jet looms are
cxtremely efficient at weaving fabrics of palyester but cannot be used
afflziently on cotton fabrics. To obtain maximum economic benefit from
apoarfalized equipment, mills are concentraring on high-volume fabrics and
feemphasizing low-vol'me fabrics or products which do not lend themselves to
aed, high-speed production equipment. Such products include extremely low-
priced fabrics and specialty {items such as pile fabrics, which remain
ralatively lahar intensive.

Consizquently, the developing countries' wage advantage enables them to
produce certain cypes of fabrics, particularly of locally grown cotton, which
are competitive in world trade and sought in the U.S. market. However, their
wage advantage is generally not sufficient to overcome the advantages that
U.S. textile producers have in the production of most types of manmade fiber
fabrics as well as many types of medium and better quality cotton fabrics.

Wage impact on apparel trade.--Unlike textiles, apparel production
hisically remains a labor-intensive industry. Progress has been made in the
United States and certain foreign countries by utllizing computers in
production control and planning, and some large companies are alsoc using
computers for pattermnmaking, marking, and cutting. Howewver, 80 percent of the
labor in apparel production 15 concentrated in the sewing and finishing
operations, which have changed little over the years. Thus, sewing a seam on
a palr of jeans is performed in the same way, and on similar machinery in El
Paso, Hong Kong, and Manlla.

Trade sources have stated that U.S5. apparel producers could significantly
improve their productivity and import competitiveness by utilizing all the
latest available equipment and engineering techniques. Although there are
some notable exceptions, U.S5. apparel firms have been slow to take advantage
of new technology. Among the reasons given for not adopting some of the
latest techmology include a reluctance to increase capital investment,
uncertainty about style changes, limited finmancial resources, and pessimism
about the future. In addition, the structure of the industry, including
approximately 20,000 establishments, of which less than 20 percent have over
100 workers, does not lend itself to a concerted effort to increase
efficiency. Some of the large, publicly owned firms are moving ahead with the
latast developments in technology, but these firms represent a small
percentage of overall U.S. production. Consequently, low wage rates will
continue to be a tremendous competitive advantage for the developing countries
i1 their efforts to Llncrease apparel exports to the United States.

The developing countries wage advantage is relatively less important
where very rapid fashion change necessitates short delivery lead times
(dresses), on 1items where service to the retailer is extremely important
{branded dress shirts), and on items like hosiery and knit underwear that have
3 low labor content. However, for most apparel products, wage costs make a
decisive difference.

The following tabulation {llustrates the competitive importance of
developing countries' apparel wage rates. The information, in terms of cost
per dozen, in the tabulation 1s drawn from trade sources, published and
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unpublished Government data, and Commission escimates. Costs vary widely,
depending upon product specifications, countries of origin, and methods of
transportation and distribution. It should be emphasized that certain items
in the tabulation, particularly estimates of direet labor hours, manufacturing
averhaad, and overhead and profit, vary considerably, even among producers in
the same country. For example, overhead and profit many run as high as 30 to
15 percent for mamufacturers with large sales and advertising budgets, and as
low as 15 to 20 perczent for firms which operate primarily as contractors. To
rasolve this problem, reasonable midpoints were estimated, and therefore, the
tabulation should be considered only as lllustrative of the significance of
labor rates, tariffs, and other cost elements when applied to a typileal
product (e.g., a man's sport shirt, designed to recail at $12).

: United : Hong

Item : States : Kong ; Singapore ; Thafland
Material cost 1/ -— : $30.00 : $30.00 : $30.00 : $30.00
Direct labor hours - 3.5 1 5.0 : 6.0 : 6.0
Payroll cost (including fringe : g $ -
benef its) : $22.75 : $7.10 : $6.72 : $2.04
Manufacturing overhead (20 percent of : t : E
payroll cost) r B4.85 : - 1.462: $1.34 : $0.40
Total manufacturing cost ————: $57.30 : $38.52 : $38.06 : $32.44
Ovaerhead and profit (25 percent of - 4 . :
total manufacturing cost)=====—-——e--: $§14.32 : $9.63 : $5.51 : $8.11
Tariff (21 percent ad valorem)- - : $10.11 : $9.99 : $8.52
Freight : - : $3.65 : $3.28 : $3.28
Other importing costs — - : $1.00 : $1.00 : $1.00
Total cost : $§71.62 : $62.91 : §61.84 : $53.35

1/ Fabric of 50 percent polyester and 50 percent cotton.

Several related conclusions can be drawn from the tabulation with respect
to the future of apparel exports from the emerging countries. First, the down-
stream affect of the wage cost differences 1s even greater than might be
readily apparent. Direct labor costs are normally marked up for manufacturing
overhead, general overhead and profit, duty, the importer’'s margin, and the
recailer’'s margin. The overall effect of the successive markups is that each
31 of direct labor cost can easily become $§4 to $5 at retail. Thus, the
payroll cost advantage that Thailand has over Hong Kong, as shown in the
tabulation above, of approximately $5.06 per dozen incraases to $9.18 per
dozen by the time the shirts land in the United States. 1/ The retailer then

1/ The calculation is based on successively incrementing the labor
difference of $5.06 by 20 percent for manufacturing overhead, 25 percent for
general overhead and profit, and 21 percent for duty, resulting in $9.18. The
importer's markup (usually in the range of 10 to 30 percent) and the
recailer's markup (averaging 50 percent on the selling price) were not
fncluded in the caleulation. If the importer's and retziler's markups were
{acluded, the original labor cost differance of $5.06 provides a difference of
over 522.00 at retail.
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has the option of selling the shirts made in Thailand at around $2 less than
the Hong Kong shirts or at the same price as the Hong Kong shirts, but with a
much higher markup.

The extremely low wage rates of some of the emerging countries will
continue to motivate U.S. manufacturers, retallers, and importers to expand
their purchasing in those countries. China, India, Malaysia, Pakistam, the
Philippines, and Sri Lanka have wage rates that are one-half or less those
paid in Hong Kong, Korea, and Taiwan. The Big Three offer many advantages as
sources of apparel, including diversity, long-established commercial
ralationships, and a tradition of satisfactory qualicy and on-time
deliveries. However, the Big Three also are burdened with quota charges and
tight quotas on several important apparel categories. Thus, the Big Three's
quota problems, coupled with the significant wage advantage that some of the
new or smaller suppliers offer, 1s a strong inducement for expansion of
imports from the emerging textile-exporting countries.

Finally, a word on efficiancy. The direct labor hours shown in the
tabulacion are based on trade sources and Commission estimates and are
approximations of the relative labor efficiency of the four countries that are
compared. The important issue here is that considerable inefficiency can be
absorbed without reducing the large competitive cost advantage for a country
like Thailand, whose apparel wage rate is so low (approximately $0.30 per
hour). Even 1f 7 direct hours were needed for production of the shirts
(instead of 6, as in the tabulation), only about $0.62 would be added to the
cost of a dozen shirts, which would not significantly lessen the competitiwve
advantage. Thus, it is reasonable to conclude that for the forseeable future,
apparel production will continue ‘to move toward the lower wage countries which
have the capabilities to meet the needs of the developed countries markets.

Growth opportunities in the U.S. market for emerging textile-exporting
countries

The significance of the patterns of U.S. trade and consumption for the 12
emerging textile countries is that opportunities continue to exist for overall
growth in value but are more limited for growth in quantitative terms.
Inflation and the general trend towards trading up into higher wvalued apparel
products should contimue to provide annual growth in the value of imports. To
increase the quantity of their shipments to the U.S5. market, however, these
countries will have to selectively exploit those areas where relatively high
growth potential exists. These areas include (1) products covered by the MFA
for which the countries have significant unused quota and (2) non-MFA and less
fmport-sensitive products, which are discussed below.

The Mulcifiber Arrangement.--The 12 emerging textile-exporting countries
covered in this study have bilateral agreements with the United States which
control the quantity of their textile and apparel exports to this country.
With the exception of China, which Is not a signatory, the agreements were
concluded under the provisions of the Multifiber Arrangement. The MFA
provides the legal framework for bilateral agreements among its 30 signatories
te allow for the orderly development of international trade in textiles and
apparel and covers most textiles and apparel manufactured from cotton, wool,
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and manmade fibers. The MFA, which became effective on January 1, 1374, has
been renewed twice and runs through July 1986, The United States has
bilateral agreements with 23 countries, 19 of which are MFA signatories.

U.S. imports of textiles and apparel from the 12 emerging textile-
exporting countries in 1980 totaled 1.22 billion SYE, or 25 percent of total
U.S. imports, as shown in the following table. However, they were only 26
percent greater than those in 1973, as the decline in shipments from Brazil,
Mexico, and Colombia offset most of the growth Ln imports from China,
Pakistan, the Philippines, and Sri Lanka.

Textiles of cotton, wool, and manmade fibers: U.S. general imports from the
12 emerging textile-exporting countries, 1973, 1976, and 1280

{In equivalent square yards)

Source ; 1973 1976 1980
Brazil : 101,857,681 : 74,806,292 : 17,069,934
China - 34,265,599 : 152,582,218 : 324,721,857
Colombia : 64,128,273 : 55,106,968 : 27,718,556
India : 165,001,255 : 225,283,672 : 151,243,651
Macau=-==- 29,261,949 : 15,436,901 : 42,867,299
Malaysia 18,738,102 : 19,916,246 : 24,194,574
Mexico 180,231,162 : 160,121,143 : 133,517,386
Pakistan 70,210,772 : 142,239,806 : 137,000,289
Philippines 97,293,012 : 130,187,700 : 162,865,240
Singapore 148,574,861 : 81,761,151 : 106,350,559
Sri Lanka- 672,066 : 1,289,506 : 42,538,706
Thailand 57,281,105 : 57,613,613 : 50,862,515
Total i 5 ] t

Source: Compiled from official statistics of the U.S. Department of

Commerce.

While MFA restraints have been a factor in slowing export growth, the 12
countries as a group have not come close to fully utilizing the quotas }j
available to them. In 1980, the emerging countries shipped lass than &0
percent of the quantity available to them in major categories that were
Actual shipments to the
United States in the major categories were 733 million SYE while 1,281 million
SYE were available. 1/ Although there are exceptions, particularly in the
case of China, many of the major quota categories where overall imports and

subject to specific quotas or comsultacion levels.

1/ Bilateral teytile agreements generally control exports through a

combination of specific quotas and consultation levels.

In most casas, if an

exporting country wishes to permit exports to the United States in any
category in excess of che applicabla consultation lavel, it must first request
consultaticons with the United States and reach agreemenc on scme different

lavel of exports.
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U.S. consumption are extremely large (e.g., broadwoven fabrics, shirts,
gweaters, trousers, and coats) were underutlilized. Exports to the United
States from the 12 emerging countries are controlled by a combination of
speclfic quotas and consultation levels. 1In 1980 there were 296 such quotas
ind consultation levels for the 12 countries, of which only 72 were 75 percent
or mora filled. To cite a specific example, U.S. consumption of trousers and
jeans 1n 1980 totaled more than 1 billion pairs, of which approximately 260
million were imported. The 12 countries in this study supplied only 6.1
million palrs, less than 70 percent of thelr collective quota.

Underutilized quotas were not distributed evenly among the countries or
product categories in 1980. China, Pakistan, and Sri Lanka fully utilized
miny of their quotas, but Brazil and Colombia had large amounts of unused
quota. With the exception of Pakistan and Singapore, large amounts of fabric
quota were not used; the quotas on apparel items, particularly of cotton, were
batter utilized. Thus, at least at present, there is considerable room for
grawth through better quota utilization. 1/ However, this may require these
countrles to improve their competitiveness vis-a-vis either the Big Three or
the U.S textile and apparel industries or both.

The quota system sometimes creates opportunities for smaller suppliers.
When quotas fill for major suppliers, production often moves to new or small
suppliers which do not have specific quotas or whose quotas are not fully
uded. A surge in demand for wool sweaters in the United States in 1980
resulted in some interesting trade shifts. When several major supplliers
filled their quotas, other countries began to meet the demand, as shown in the
following table.

1/ Importing countries have frequently expressed concern over import surges
which may result when a large quota is substantially underfilled one year, but
thean filled the followling year due to a large increase in shipments. The 1931
extension of the MFA deals with surges and allows for possible reductions of
underutilized quotas under certaln circumstances. Paragraph 10 of the
"conclusions of the textiles committee adopted on 22 December 1981" which is
part of the Protpcol extending the MFA provides:

10. The view was expressed that real difficulties may be caused in
importing countries by sharp and substantial increases in imports
as a result of significant differences between larger restraint
levels negotiaced in accordance with Annex B on the one hand and
actual Imports on the other. Where such significant difficulties
stem from consistently under-utilized larger restraint levels and
cause or threaten serious and palpable damage to domestic Industry,
an exporting participant may agree to mutually satisfactory
solutions or arrangements. Such solutions or arrangements shall
provide for equitable and quantifiable compensation to the

exporting participant to be agreed by both parties concerned.
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Sweaters of wool (MFA categories 445 and 446): U.S. general imports,
by selected sources, 1978-80

{In dozens)

Seurce : 1978 : 1979 : 1980

Hong Kong 2 1,183,926 : 1,157,506 : 1,327,653
China — 33,432 17,217 : 542,491
Taiwan : 98,879 : 127,783 : 159,147
Macay===- . H £9,205 : 57,952 : 91,403
Republic of Korea g 20,285 : 25,770 : 70,947
Maurlcius——- - : 10,816 : 1,425 : 38,417
Singapore —1 22,373 : 6,346 : 32,336
Malaysig—==—mmmm—————— : 42,23 : 6,305 : 19,216
Philippines - - 12,937 : 8,456 : 18,257
Thailand=====mm=meemm————m——— e mae—; 2,731 : 31,768 : 18,044
Sri Lanka . —_— - - - 15,019
Menico=—=——===== - - 2,181 : 1,898 : 1,199
1ndia - — 2,030 : 212 1,000
Brazil ———— : 2,494 3 149
Colombia - ! 91 : 3% 87
Paklstan-———==—— = e ——— e e o s s £ : = 0

Subtotal==m==-mmm e e T | 503,524 1,414,675 2,335,575

217,794

Total ——— 2

All other=—————corecanuem o awss summe 405,021 : 246,279

Source: Complled from official statistics of the U.S. Department of
Commercsa.

As the above table shows, Sri Lanka, Mauritius, and Thailand expanded their
shipments rapidly from a very small base, while China, Taiwan, Macau, and
¥orea expanded from large bases. Singapore, Malaysia, and the Philippines
regained ground lost in 1979, while Mexico, India, Brazil, Colombia, and
Pakistan did not avail themsalves of the growth opportumity.

Sudden shifts in sources of U.S. imports are sometimes inefficlent for
importers considering the cost and difficultles of setting up operations ia
new countries. In addition, the shifts may be short lived if either demand
declines or quotas are applied to the nevw sources. However, demand surges in
specific products should continue to provide growth for countries that can
react quickly to market conditions. -

The recent extension of the MFA to 1986 contains provisions which enable
{importing countries to negotiate agreements which Limit or eliminate quota
growth and flexibillity 1/ from major suppliers. The extension also contains
provisions reaffirming less rescrictive treatment for new suppliers, small

L1/ Annex B of the MFA permits shifting of quotas from year to year (either
ahead or back=—"carryover” or "carrvforward”, respectively), and from category
to category in a given year ("swing”). Quota transfers between categories of
7 percent or more are permitted except under certain cirmcumstances where it
21y he limited to 5 percent. Carryover and carryforward combined are
permitted up to 10 percent, with carryforward no more than 5 percent.

l.‘l-\.
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suppliers, and cotton textiles from cotton-producing countriles, as well as for
807 supplying countries. 1/ Consequently, the largest suppliers may be held
to little or no growth, partlcularly in the major apparel categories, while
other smaller suppliers can usually expect the MFA norm of a minimum of 6
percent annual growth and the possibllity of additiomal increased exports
through the use of the Flexibility provisions of the MFA. As a result, the
growth potential for new or small suppliers of textiles and apparel should be
enhanced during the next 5 years in comparison with the large traditional
sources.

NMon-MFA and less sensitive products.==Virtually all U.S. imports of
textile products of cotton, wool, and manmade fibers are subject to control
under the MFA. As previously discussed, export growth opportunities exist for
MFA-controlled products, particularly for small or medium suppliers, through
the growth and flexibility provisions of the MFA and by utilization of
unfiiled quotas. However, even greater growth is available on products which
are either not covered by the MFA or which are covered by the MFA but are
generally considered less sensitive and consequently subject to less stringent
controls than the sensitive products. The non-MFA and less sensitive products
account for a significant share of U.S. imports and provide the opportunity
for rapid growth, even though they do not include the largest volume apparel
and fabric categories.

In 1980, $1.3 billion, or 16 percent, of U.S. textile and apparel imports
were not coverad by the MFA. These products include all raw fiber, cordage of
vegetable fibers (other than cotton), and yarn, fabric, apparel, and
furnishings of silk and vegetable fibers (other than cotton). Some of the
more important of these products are shown in the following table.

Selected textile and apparel products not covered by MFA: U.S. imports
for consumption, by types, 1980

{In thousands of dollars)

Tvype : Value
Burlap fabricg————m——reemmmmee e —— : 202,752
Women's silk apparel —— : 114,465
Cordage of vegetable fibers, except cotton--- H 110, 487
Leather gloveg————m=—evor- = : 102,710
Artificlal [lomer st ot ottt i 92,000
Silk fabricg-=—-———-e—eecmmoome - ——— 70,043
Certain headwear——- - - - - ¢ 62,635
Laminated fabrics nvaag 43,331
Vegetable fibers, except cotton - 45,041
Belts and belting R e : 42,310

Socurce: Compiled from official statisties of the U.5. Department of
Commerce.

1/ ITtem 807.00 of the Tariff Schedules of the United States provides chat
the duty assessed on articles assembled abroad with U.S. fabricated components
be applied to the full value of the imported articles less the value of the
U.5. components.
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The list {llustrates opportunities for countries that produce silk and
vegetable fibers other than cotton, since products made from those fibers are
not covered by the MFA. However, trade in such products is not limitced solely
to the fiber-producing countries. Hong Kong 135 a large exporter of all types
of apparel, even though it must import a large part of its raw materials
(fiber and fabric). Similarly, large quanticies of silk are converted into
varn, fabrie, apparel, and furnishings by countries ocher than these that
raise silkworms. Economics dictate that most vegetable fibers such as jute,
abaca, sisal, and henequen are converted into more advanced products in the
countries whera they are grown. Vegetable fibers are grown in many tropleal
countries, including the Philippines, Thalland, Brazil, Mexico, and India, and
thase countries are able to ship a variety of products made from them without
MFA restraint.

Thera are many {tems where the ratio of U.S. imports to domestic
congumption is relacively high. This ratlo exceeds 30 percent for certain
coats, sweaters, shirts and blouses, gloves, trousers, and cotton fabrics.
Import levels on such products tend to be watched more closely, and sharply
increased shipments from any source may be met with import restraiants. There
are 108 separate MFA categories, and the 40 with the highest import-to-
consumption ratios during 1980 are shown in the following table.
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Certain apparel and textile articles: Ratio of imports to U.S.
consumption, _'I;J' by MFA categories, 1979 and 1980
(In percent)
WA eatenory Description ‘1979 1980
431 : Wool gloves . 82 : 30
345 : Cotton sweaters . : 72 : 76
335 : Cotton coats, women's, girls', and infants'-———-: 54 1 72
445/ 446 : Wool sweaters 3 55 ¢ 66
341 : Cotton blouses, not knit, women's, girls' and : 68 hé
: 1nfants'. i :
645/646 : Manmade-fiber sweaters - 54 3 60
438 t Wool knit shirts and blouses ) . U 56
631 : Manmade-fiber gloves : 59 1 53
340 : Cotton shirts, not knit, men's and boys'-———————: 48 53
465 : Wool carpets and rugs e - 37 51
113 ¢ Cotton suit-type coats, men's and boys'-—-——=—; 40 : 48
342 : Cotton skirts : 40 47
334 : Cotton coats, except suit-type, men's and i3 : 46
: boys'. : :
318 : Cotton yarn-dyed fabrics 2 333 b
319 : Cotton duck fabrics - 33 : 43
348 : Cotton trousers, women's, girls', and infants'-—: 391 41
313 : Cotton sheeting ! 30 : 38
- 649 : Manmade-fiber body-supporting garments—————————=: - a8
635 : Manmade-fiber coats, women's, girls', and £ 36 37
3 infants'. g
331 : Cotton gloves : -3 28 : 34
338/339 : Cotton knit shirts and blouses g 32 : 34
640 /641 : Manmade-fiber woven shirts and blouses e § 33 : i3
443 : Wool suits, men's and boys' g 38 : 32
337 : Cotton playsuits : oK 3l
440 : Wool woven shirts and blouses : 40 31
360 : Cotton pillowcases —_— 22 28
634 : Manmade-fiber coats, except suit-type, men's : 2% : 27
: and boys'. : :
351 : Cotton nightwear-- : 22 3 26
638/639 : Manmade-fiber knit shirts and blouses~====ve——e—; 28 : 26
aso ¢ Cotton dressing gowns -— : 21 : 24
330 : Cotton handkerchiefs : 14 : 20
444 ! Wool suits, women's, girls', and infants'-——=——: 19 : 18
547 /648 : Manmade-fiber trousers, slacks, and shortg————--: 18 : 18
410(pt.) ! Wool worsted fabrics : 26 16

!} No allowance was made For exports.

Source: Compiled from official statistics of the U.S. Department of

Commerce.
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Items not listed in the table because of lower import penetratiom,
include most yarn, fabric, and home—furnishing categories, as well as certai
apparel categories. These {tems are subject to less stringent quota
rastrictions and, therefore, are potential areas for growth. The following
table shows some axamples of rapid growth in U.S. imports of less sensitive
products.

Textiles and apparel: U.S5. general imports from the Peopla's Republle of
China, by selected MFA categories, 1979 and 1980, and percentage increase,
1980 over 1979

o

MFA : Unit of ° - : Increase,
category Description : ie : 1979 : 1980 : 1980 over
No.  : y (MRELEY -, : : 1979

: : i ==1,000 units=—— ; Percent
330 : Handkerchiefs==—========: Dozep=—===: 506 : 1,692 : 234
351 : Nightwear--=-——=—————=—== ; =———dg-———} 27 : 130 : 379
369 (pt.) : Shop towelg=—————==—===: Unitg=—==--: 1,119 : 2,938 : 163
369 (pt.) : Tablecloths and : Pounds==—: 265 : 556 : 110
: napkins. : : H :
360/361 : Sheets and pillow- { e g —— 438 890 : 103
: cases. : ' : :

Source: Compilad® from official statistics of the U.S. Department of
Commerce.

The growth in imports from China shown above took place without the
United States applying specific quota limits. Thus, these categories may be

representative of product areas in which textile-exporting countries may find

greater potential for export expansion than in the sensitive products where
specific quotas are often applied when imports increase rapidly.
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I. BRAZIL
Country Profile

Brazil, with an area of 3,290,000 square miles, is the fifth largest
country in the world and, with its population of 119 million, which includes
Portugese and other European immigrants, Japanese, Africans, and indigenous
and North American Indians, is the sixth most populous. Urban growth has been
rapid in recent years; Ln 1980 two-thirds of the population lived in urban
areas. Agriculture, however, remains important, and Brazil ranks first in
production of several prnducts, including coffee and sugar; in recent years,
it has become the world's second largest exporter of agricultural products.
Brazil has the largest and most modern industrial complex in Latin America.
Manufactures constitute most of the country's increasing exports, which
reached $20 billion in 1980, but sharply higher oil prices after 1973 and
rising consumption caused imports to increase more rapidly, leading to trade
deficits during 1978-80. Imports in 1980 reached %23 billion, and the
merchandise trade deficit was approximately $3 billion. Officially known as
"Republica Federativa do Brasil,” the nation is a federal republic with an
elected President, a legislature, and a judiciary. Rio de Janeiro was
replaced as the capital of the nation by the new city of Brasilia
in 1960.

Gec&raphy, demography, and resources

Brazil's topography varies greatly but may be divided into the Amazon
Basin, a vast lowland drained by the world's largest river, the La Plata
Basin, a sparsely populated frontier land except near Argentina, the Guiana
Highlands, a partly forested, partly hot stony desert north of the Amazon, and
the Brazilian Highlands, a tableland of from 1,000 to 3,000 feet high,
containing the highest point in Brazil, 9,482 feet. For the most part,
Brazil's climate is characterized by high temperactures and moderate to heavy
rainfall.

About ome-third of the land is used for raising livestock, less than
one-tenth is utilized for crops, and less than another one-tenth cannot be
used at all (chiefly deserts and sterile land); the remainder i{s in forests
and grasslands. Brazil is believed to contain the third largest forest
reserves in the world. The nation possesses vast mineral resources of irom
ore and manganese which are exported; recent discoveries of platinum could
contain half of the world's known reserves. Coal deposits are large, but
high-quality coal 1s undeveloped and in short supply, especially of the coking
grade used in steel production. Brazil is the third leading producer of
hydroelectric power in the world, with a generating capacity of nearly 40,000
megawatts. Only 15 percent of Brazil's petroleum requirements are produced
locally; imports were estimated at $4.2 billion in 1978 and nearly $10 billion
in 1980.

The nation has just under 1 million miles of roads, less than 10 percent
of which are paved. It has over 15,000 miles of railway, almost all operated
by one firm whose majority shares are owned by the Government. The country
has the most extensive inland waterway system in the world, estimated betwean
20,000 and 31,000 miles in length; over one-half of the merchandise
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transported was on the Parana and Paraguay rivers of the Southeast, and
one-fourth was via the Amazon River. Most international air traffic is
handled by airports at Rlo de Janeiro and Sac Paulo, and the country has two
major international airlines and two important domestic lines. Brazil's
merchant fleet is the largest in Latin America. The largest ports are Santos,
Rio de Janeiro, Paranagua, Recife, and Vitoria.

The annual population growth rate is 2.47 percent (1980). Elementary
aducation is compulsory, and the literacy rate in 1978 was 76 percent of the
adult populacion. Life expectancy is 60 years. The work force is
approximately 45 million. Portuguese is the offlcial language and is spoken
by most of the people; however, English i3 a second language among businessmen
and the well educated.

The econmy

The gross domestic product (GDP) grew 6.4 percent in 1979 and 8.0 percent
in 1980. Services—commerce, transport, communications, banking, and
Government=--account for half of the GDP, industry, 38 percent, and
agriculture, 12 percent. lf Per capita income in 1980 was 51,995, slighcly
above the average estimated for other South American countries. 2/

Total revenue received by the Government was estimated at $220 billion in
1980. Of this total,  the largest source was taxes, which totalad about 5155
blllion. Expenditures in 1980 exceeded revenues, increasing Brazil's extarnal
debt to over $50 billion. Ef

Commerce, transport, coamunications, banking, and Government account for
almost 20 million of che working population. These services are partly owned
by the Govarnment, but Lmport and export activicies and banking services are
generally privataly operated.

Industry employs about 11 million of the working population, most of whom
are in mamifacturing. The chief industries are those which manufactura food
products, estimated at about 16 percent of the total value of all industrial
produects, chemicals, L5 percent, metallurgy, l4 percent, and transport
aquipment, estimacted at 9 percent. Textiles and apparel account for lass than
8 percent of the total value of all industrial products. 4/

Over 15 million of the working populacion in 1980 were engaged in
agriculture, hunting, forescry, and fishing., Brazil is the world's leading
exporter >f coffee, the second largest axporter of cocca and soybeans, and a
major exporter of meat and sugar. Forty-six percent of Brazil's foreign
exchange (s derived from agricultural exports, of which coffee, cocoa, sugar,
and soybeans are the most important. However, Brazil still imports substantial

1/ U.S. Department of Commerce, Foralgn Zconomic Trands and Thair
IiELicatians for tha United States: B8razil, December L981.
' U.5. Department of 5tats, 3ackground WGEHS' Brazil, September 1981.
I? The Europa Year Book 1981: A World Survey, Londom, vol. I, 1981, o. 1581.
EE’ ibid., pe. 15/9.
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amounts of wheat to make up for the gap between domestic consumption and
production. 1/

The Brazilian economy slowed in 1981 following adoption of tight fiscal
and monetary policies aimed at reducing the trade deficit and the high
inflation rate and reestablishing confidence of the international financial
commuaity. The increase in money supply in 1981 was held to about 65 percent,
much lower than the recent rate of inflation. Inflation, as reflected in the
price index, reached a rate of about 120 percent ia early 1981 but is
estimated to have declined to about 100 percent by the end of the year.
Interest rates have been allowed to rise as high as 150 percent, substantially
above the rate of inflation, leading to an inflow of foreign capital. The
19381 budget provides a slight decrease in real Government expenditures (after
ad justment for inflation). The cruzeiro is being depreciated against the
dollar at a rate about equal to domestiec inflation. Continued import
restrictions and reduced petroleum consumption held dowm imports in 1981, and
high priority was placed on increasing exports, estimated to be up about 18
percent in 1981. As a result, the trade account moved from a deficit of about
$2.8 billion in 1980 to a surplus in 1981. 2/

Fureiﬁp trade

Brazil had trade deficits in 1978, 1979, and 1980, but a surplus was
achieved in 1981 as exports continued to increase and imports declined. The
following tabulation shows merchandise imports, exports, and trade balance for
1977-81 (in millions of $US):

Year : Exports : Imports ; b:;:g:e
1977 : 12,120 : 12,023 : 97
1978 -3 12,659 : 13,683 : -1,024
1979 : 15,244 18,084 : -2,840
1980~ : 20,132 : 22,961 : -2,829
1981 1/ 5 23,300 : 22,100 : 1,200

1/ Partly estimated by the staff of the U.S. International Irade Commlssion.

Petroleum imports, which have doubled since 1977 and accounted for more
than 40 percent of total imports in 1980, were a major factor in the sharp
increase in the value of imports in 1979 and 1980. Nonpetroleum imports have
heen cut back in order to allow for continued high levels of petroleum
imports. Energy conservation plus higher tariffs and restrictive licensing on
imports of nonpetroleum products contributed to the decline in imports in
1981. Important monpetroleum imports include machinery, chemicals,
fertilizer, consumer goods, and metals.

1/ U.S. Department of Commerce, Foreign Economic Trends . . ., p. 7.
2/ 1bid., p.3.
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The most important merchandise exports in 1980 included coffee, soybean
meal, sugar, iron ore, and a variety of manufactured goods. Manufactured
gonds accounted for about 42 percent of total exports in 1980; textiles and
apparel accounted for about & percent of total exports. 1/ Exports of sugar,
other agricultural products, and certain manufactured goods increased in 1980.

The Textile and Apparel Industries

The first textile mills in Brazil were set up ia the late 1800's, and as
the industry developed, it became concentrated in the Sao Paulo area. In the
early 1970's, textile output expanded rapidly, and by 1976, total fiber
consumption was over 800,000 tons, double the level in 1963 and 1964. Cotton
was the leading fiber consumed, but manmade fibers gained a larger shara in
the 1970's; they accounted for nearly 30 percent of total fiber consumption in
1980 compared with 20 percent in 1970. In terms of production, the Brazilian
textile mill industry is estimated to be the fifth largest in the world, after
thact in the United States, China, India, and Japan. The quancity produced is
about on a par with the industries of Italy, West Germany, and the Republic of
Korea (Korea).

Seructurs

The textile and apparel industries in Brazil are estimated to constitute
about 7,000 firms, but some 450 larger firms, with a labor force of about
320,000 people in 1981, account for the bulk of production. Total employment
in the industries may be as high as 700,000 persons. The textile and apparel
industries today are concentrated in the Southeastern States; the State of Sao
Paulo accounts for about 55 percent of total output. The number of spindlas
in the textile industry rose from 3.6 million in 1970 to around 5.0 millien
in 1979, and the number of looms increased from 80,000 to about 160,000 during
the same period. The number of spindles and looms ia 1979 was about
two-thirds that ian the United States.

Approximately 4,000 firms produce varns and fabrics, and 3,000
manufacture apparel. Of the firms producing yarns and fabrics, about 150 are
large firms employing more than 300 employvees and about 500 are medium size,
employing 100 to 499 employees. Several of the largest textile mills employ
3,000 to 7,000 employees each and have annual sales ranging from $50 milliom
to $150 million. Fewer than 100 firms are estimated to account for more than
60 percent of total textile output.

Apparel manufacturing firms number about 3,000 but only about 70 are
large (more than 500 employees) and about 160 are medium sized (100 to 499
employees). A few of the largest apparel manufacturers have sales over $100
million and employ several thousand workers. Several large apparel
manufacturers malntain recall outlets throughout the country, and some are
integrated vertically with their own fabric production facilities. 2/

I/ Report tfrom U.S. Embassy, Brasilia, December 1381.
7/ Donna M. Jablonski, ed., International Textile Review, Washingtonm, 1981,
Ds ﬁit
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In addition to the yarn and fabric producers and the garment makers,
there are another 20 to 25 relatively large companies making household
textiles, such as rugs, blankets, and towels.

There is considerable foreign investment in textile mills and synthetic
Eiber plants in Brazil. Some of the largest companies are affiliated with
companies Iln Argentina, the United Kingdom, Italy, and West Germany. By
contrast, apparel manufacturers are primarily Brazilian-owned firms.

Production and capacity

The production index of textiles rose from 100 in 1975 to 123 in 1979,
with the smallest annual increase occurring in 1977. 1/ The production index
of clothing (including footwear) rose from 100 in 1975 to 116 in 1979, after a
decline of 5 points in 1977. 2/

Textile activity in Brazil declined in 1981 following growth of 6.8
percent in 1980. In late 1981, the Iindustry was reportedly operating at about
70 percent of capacity, down from over 85 percent in recent years. The
reduced activity is attributable to a drop in domestic sales and a much smaller
Increase In exports than had been expected by producers.

Government aid for modernization or increased capacity through the
Industrial Development Council was reduced from more than $490 million in 1973
to $4.8 million in 1979 and then suspended in 1980 because the industry is now
considered sufficiently developed mot to need Government assistance.
Substantial investment in modernization is being considered, however, by the
companies themselves, possibly amounting to more than $3 billion over the next
5 vears. Profits of major textlile companies in Brazil were relatively good in
1980 compared with those of previous years. 3/

Fiber consumption

Total fiber consumption has grown contimuously during 1970-80, except in
1977, when consumption was about equal to that in 1976. As shown in the table
on the following page, fiber consumption increased from 570,000 tons im 1970
to 847,000 tons in 1975, or by 48 percent. Consumption increased another 37
percent from 1975 te 1980, reaching 1.16 million tons in 1980. From 1975 to
1980, cotton consumption increased by about 30 percent, and consumption of
synthetic fibers inecresased more than 70 percent. The share of total Fiber
consumption held by cotton was 72 percent in 1975 and 68 percent in 1980.

1/ General Agreement on Tariffs and Irade (GAIT), Textiles Committee (COM.
TEX/21), 1980.

2/ GATT Textiles Committee, Statistics on Textiles and Clothing, (COMTEX
W/75), September 1980.

3/ Report from U.S. Embassy, Brasilia, December 1981.
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Textile fibers: Domestic consumption in Brazil, by types,
1970 and 1975-81

{In thousands of tons)

Fiber 1970 Y 1975 Y 1978 P 1979 ¢ 1980 ¢ 1981
Total, fiber con= : ; : : ; ;
sumption «===semwmeem: 570,0 : B46.7 : 968.1 :1,097.2 : 1,161.2 : 1,116.1
Natural fiberg==<===—=—==:" L4H.J : AKI1J.1 : AB/0.2 : 752.8 & J197.5 : 765.1
Cotton t 321.2 : 4b3.1 : S62.3 : B0O9.1 : B3L.7 : 358L.5
Othar ==========s====:;. 125.2 : 149,11 : 107.2 : L143.5 : 161.8 : 183.5
Honecellulesic manmada H : : : : :

flberg-—=cc—mcmmmm— ey 67 .8
Cellulosic manmade
flberg-====wa===

180.7 : 247.8 : 290.8 : 313.8 : 315.9

[ W ¥ i
] ® M .

55.9 : 53.9 : 50.0 : 53.6 : 53.8 : 54.1

s% @8 8% &

" Source: ﬁ:;hrt from U.S. Embassy, Brasilia, December 1981.

Thera is an approximate balance between domestic production of zocton,
and the level of demand from domescic textile mills. Brazil no longer exports
large quancicies of raw cotton, but has generally been able to produce
adequate supplies for domestic mill requirements. It is reported that,
although domestic stocks are increasing, mills pay a higher price than the
world market price for cotton, and that ian the longer term, the domestic
supply may be inadequate. Brazil has produced an average of about 2.7 million
bales of cotton in the last 3 years, nearly all of which i{s coasumed by the
domestic textile {ndustry. About three-fourths of Brazil's cotton i{s grown in
the South, largely in 5aoc Paulo and Parana. Ia 1980/81, about 2.2 million
halas were produced on about 2 millian acres planted in the South. The
Northeast area produced about 600,000 bales, mostly grown on the unique
perennial cotton tree, often interplanted with food crops. Yield of this
"Moco"” cotton is very low; acreage planted is astimated at more than 3 million
acres. Cotton has strong competition for planted acreage from other crops,
especially sugar cane, beans, and grain.

Output of manmade Eibers has increased sharply, especially noncellulosic
fibers, as shown in the following tabulation (in thousands of tons):

1975 1980  © 1981

Manmade fiber, total-=———=———c—meeeaaa—! 214.5 @ 359.0 : 364.0
Callulosic (viscose and acetate)=======—: 54.2 : 56.7 57.8
Vonecellulosic, total———==—=——emecaaaaaa—; 160.3 : 02.3 306.2
Hylon===——m—sama—amaa=a : 54.5 @ 95.9 97.8
Polyester S 70.1 131.9: 132.3
Acrylig=mmmmmm e mmmemm s : 13.5 & 24.8 25.4
22.3 49.7 : 50.7

Other 1/ -- - L,

BE w

1/ Elastomeric and olefin fibers.

f.‘
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EmEluzgent

With the exception of a few years, employment in the textile mill
industry of Brazil has fluctuated between 300,000 and 360,000 cver the past 20
years. The following tabulation shows employment, salaries, and value of
production in the industry for selected years: 1/

3 Numbe ¢ 1 : Value of
o g emp loyed : asies : production
: { =—==—==Million dellarg——=——==—-=
1365 =mrnerenmenmreaecee——m—— 311,699 : 180 : 1,306
e e e 297,713 : 239 : 1,816
1975~ —wemm- - 355,768 : 569 : 7,489
1980 momom o e § 1/ 330,000 : 2/ ; 2/

1/ Estimated by the staff of the U.S. International Irade Commission based
on part-year data.
2/ Mot available.

In late 1979, the government instituted a new wage policy providing for
semi-annual cost-of-living adjustments based on a consumer price index
compiled by the goverament statistical agency, Institute Brasileiro de
Estatistica. It was hoped that this poliecy would reduce labor disruptions,
but strikes have continued to occur as workers feel the need to "catch up"
following 15 years without collective bargaining.

According to preliminary 1980 statistics, the sarnings of nearly all
workers in Brazil fall between $40 and $400 per month, with the great majority
earning under $300 per month. Average earnings of textile workers in larger
companies are estimated at $150 to $175 per month ia 1980,

Plants and equipment

Brazil made heavy investments in the textile industry in 1973 and 1974
rasulting in significant modernization of the industry. After this, however,
many companies reduced capital expenditures sharply, partly because of poor
sales and profits in 1975 and again in 1977. There is, therefore, a need for
substantial investment in order to acquire much of the more advanced
production equipment available since 1974. Although the Government no longer
provides subsidized credit for development of the textile industry, private
investment increased in 1979 and 1980 and may have reached $300 million in
1980. It is reported that the industry plans to invest more than $3 billion

1/ International Cotton Advisory Committee, from data compiled by the
Association of the Spinning and Weaving Industry of the State of Sac Paulo.



A-36

dollars over the next 5 yvears. &; However, poorer than expected sales in 19891
may have altered these plans.

About 65 companies in Brazil produced textile~ and apparel-manufacturing
machinery in 1979. The share of apparent domestic consumption of textile
equipment supplied by imports, ineluding spinning, weaving, fianishing, and
sewing aquipment, increased from about 46 parcent in 1978 to about 57 percent
in 1980. Domestic production was valued at about $150 million in 1980. Most
of the industrial sewing machines used for apparel manufacture are imported,
but local production is being established by several foreign companies. Many
of the larger domestic textile machinery mamufacturers are foreign owned or
are joint ventures of foreign firms with Brazilian companies. Several
important producers, however, are entirely Brazilian owned. A number of the
largest companies have annual sales of $10 million to $30 millionm.

The leading suppliers of imported equipment during 1978-80 were West
Germany and Switzerland, which together supplied over 50 percent of imports in
1980. The United States is an important supplier of apparel-making machinery
and, in 1980, {increased its sales of fabric making machinery to Brazil.

Descriptions of textila operations in Brazil in trade publications
indicate that some weaving mills now have all automatic looms and that some
{nstallations in recent years include looms of wide width, shuttleless loocms
of rapler and missile types, some alr-jet looms, and other medern production
teachnology, including computers for planning and control. 2/ There is a wide
range of technology in the industry, however, and many plants still operate
with old equipment and have relatively high production costs.

Trade in Textiles and Apparel

Although Brazil is among the large textile producers of the world, the
total value of its trade in textila and apparel products ranks below most
other large producers. Since 1973, imports of textile products remained at a
very low level bDecause of restrictive import polizles, but exports increased
over this period, rasulting in a zrowing trade surplus in textile and apparel
products.

Tmports, exports, and trade balance

Brazil's {mports of textiles and clothing totaled less than $100 million
annually during 1976-80, with clothing accounting for under 10 percent of the
total in most years. No significant trends are evident in the value of total
imports. Imports of fabric and clothing have decrezsed somewhat in recent
years (1978-80), while imports of fiber and yara have increasad. Brazil
discourages or prohibits the importacion of consumer and other nonessential
goods but allows limited {mportacion of capital zoods judged to be necessary
for industrial growth. Among the restrictive policiles are a 25-percent tax on
the purchase of foreign exchange to pay for lmports and an extensive list of

1/ Report from U.S. Embassy, Brasilia, December 1%81.
2/ Daily News Record, Aug. 10, 1981, and S.A. Moinho Santista, Santista
Textilas: Repor=—/9,/30, Sac Paulo, 1981.
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Import licenses are

refused for nearly all textile and apparesl items except certain raw fiber and

yarn.
zone. 1/

Imports of textiles are permitted, however, into the Manaus free-trade

The value of exports of textiles and apparel of cottom, wool, and manmade
fibers increased steadily during 1973-80 and was two to eight times the value
of imports, as shown in the following table.
textile products also increased steadily during the peried, reaching an
estimated $660 million in 1980.

Textiles

and apparel:

The resulting trade surplus in

Export, imports, and trade balance of Brazil,
1973 and 1976-80

{In millions of dollars)

Ttem ° 1973 ¢ 1976 ' 1977 1978 1 1979 ' 1980 1/
f Textiles
Exports : 220 274 183 426 : 588 621
Import s————: 69 : 72 @ 71 : B0 : 68 : 60
Net trade—: 131 : 201 : 312 : 343 : 520 : 561
Clothing
Exports 3 77 80 : 77 : 95 : 88 : 103
Import g———-: 8 : 10 7 : .- 7 2 b
Net trade—: 58 : 70 : 70 : 90 : 80 : 97
Total
Exports ; 297 : 354 : 460 : 519 : 676 : 724
Importg———: 77 82 : 78 : 85 : 754 hh
Net trade—: 220 : 272 : 382 : 534 : 601 : 558

1/ Partly estimated by the staff

Source:
tables 18-20.

of the U.S.

International Irade Commission.

GATT, Statistics on Textiles and Clothing, part 1 (Com. Tex/ W/76),

Note.—Because of rounding, figures may not add to the totals shown.

Export trends

Exports of textiles and apparel together rose from about $300 million in
1973 to about $350 million in 1976, and then to $670 million in 1979 and $720

million in 1980.

The gains were almost entirely in textile mill products,

with annual apparel exports fluctuating in a range of about $80 milliom to

1/ U.S. Department of Commerce, Marketing in Brazil, OBR B1-23, September

1981.
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$100 million during the period. The share of Brazil's exports going to
developed areas decreased from 659 percent in 1973 to 61 percent in 1979; the
share going to developing countries meamwhile increased from 22 to 31 percent,
and the share going to centrally planned economies decreased from 9 to 7
percent. Exports were boosted in 1979 and 1980 by aggressive promotion in
foreign markets and a 30-percent currency devaluation in December 1979.

When textile products other than cotton, wool, and mamade fibers—such
as sisal cordage and leather wearing apparel-—are included, the total value of
exports is increased substantially, as shown in the following table. Early
estimates are that exports increased to about $900 million in 1981 from %828
million in 1980.

Textile and apparel: Exports from Brazil, by type, 1978-80

{In thousands of dollars)

Type ] 1978 : 1979 : 1980
Yarns and filaments : 179,452 : 226,571 : 264,320
Fabrics - 119,153 : 203,761 : 183,973
Garments : 163,438 : 176,365 : 205,700
Other— : 106,178 : 149,989 : 174,349
Total : 568,221 : 756,686 : 828,342

Source: Report from U.S. Embassy, Brasilia, December 1981.

Principal exported products

Cotton yarn is the single most important textile product exported,
accounting for about 30 percent of total exports of textiles and apparel
(excluding fibers and leather apparel) in 1980 (table 3). Cotton fabrics
accounted for another 16 percent, household articles and other textile mill
products accounted for about 40 percent, and apparel, for the remainder. From
1976 to 1980, exports of cotton yarn increased 72 percent in value, gray
cotton fabrics increased 217 percent, and other textile mill products
increased 144 percent. The largest increase among apparel items was in
exports of kmit outer garments—139 percent.

Major products exported to the United States in 1980 included cotton
sheeting, twill and siteen fabrics, children's playsuits, women's knit shirts
and blouses, and towel3 and other household products (table 4). 1In 1981,
carded cotton yara wa: again exported to the United States in substantial
quantities. Exports of cotton yarn had declined sharply after the United
States imposed countervailing duties on this product in 1977.

Ma ior markats

The major markets for Brazilian textile and apparel exports in recent
years have been the EC and the United States (table 1). In 1980, over 50
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sercent of Brazil's exports went to the EC, and about 20 percent went to the
United States. Among the EC countrles, West Germany is by far the most
important market and, in faect, is the leading single-country market for
textile exports. The following tabulation shows exports to 10 leading markets
tn 1979 and 1980 (in thousands of dollars): 1/

Market x 1979 : 1980
West Germany-- — . 123,478 : 139,506
United States : 90,7326 : 89,378
Italy=—————- ey 57,900 : 57,782
Poland-——- - : 25,185 3 45,124
Paraguay--- - - : 47,619 : 42,544
Nigeria— : 33,298 35,681
Bolivia - - 22,270 : 34,205
Argentina - : 45,270 : 14,067
Japan- - - 28,443 28,095
France - : 23,781 36,027

The EC has increased in importance as a market for Brazil's exports since
1976, increaszing its share from 50 to 55 percent in 1980. Other European
countries have also gained i{mportance, Iincreasing from & percent in 19756 to 12
percent in 1980. Japan and some developing countries have decreased; the
United States increased until 1978, but then declined from 29 to 20 percent.
Brazilian textile exports to the United States were adversely affected by the
U.S. countervailing duty moted earlier and Brazil's suspension of resbates on
the Industrial Products Tax (IPI) in 1979.

MFA constraints

Brazil's exports of textiles and apparel to the EC and the United States
are subjeet to control under the MFA. Brazil's exports in recent years have
been restrained more by competitive factors in the market than by the MFA
limitations. The U.S. agreement with Brazil provides limits only on cotton
product categoriss, and the limits on these products have been, on an overall
basis, less than 10 percent filled. In 1980, for example, the U.5. limit on
cotton yarns from Brazil was equal to more than 10 million pounds, but there
waere almost no imports charged agalnst this category.

During 1980, the aggregate limitation under the bilateral agreement for
cotton products between Brazil and the United States amounted to 149.4 million

Ef Report from U.5. Embassy, Brasilia, December 1581.
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SYE, of which 9 percent was filled. Within the aggregate, there were three
subgroups with limications i{n 1980, as follows:

1980 limit
Subgroups (miliion SYE) Percentage filled
Group I—Yarns 52.4 1
Group II—Fabrics b4 .2 9
Group III--Apparal, made- 32.8 24

ups, and miscellaneous.

The subgroup limitations on varns and fabrics for a particular year may
be excaeded by not more than 15 percent, and limitations for apparel, made-up
products, and miscellanecus i{tems may be exceeded by up to 7 percent. Wichin
the subgroup limits, there were specific limits and designated consultation
levels in 1980, These are shown in table 7 with the guantity of imports
charged against each leval.

Categories with specific limicatiocns were allowed to increase each year
by 7 percent. In addition, specific limits could be exceeded by up to 1l
parcent by the use of carryover and/or carryforward. However, theses
adjustments wers not necessary, since none of the levels ware completely
utilized during 1980,

Categories which ware not given specific limitations or designated
consulcacion levels were subject to minimum consultation lavels (1.0 million
SYE for each nonapparel category and 700,000 SYE for each apparel category).
None of these "minimum” consultation levels were complately utilized, although
several products did use some portiom, e.3., poplin and broadeloch used 535
percent; shirting used 10 percent; certain varn dyed fabrics, 20 percent;
certain men's and boys' coats, 5 percent; and men's and boys' knic shirts, 15
parcent.

In a saparate agreement, Brazil also agreed to consult with the United
States on mammade-fiber textiles should U.S. imports incresase by more than a
specified percentage.

The Domestic Markec

Brazil has a large domestic textile market. Per capita fiber
consumption, estimated to be 11 to 13 pounds annually, is below the world
average and is estimated to be slightly below that for the remainder of South
America. However, with its large population {abeout 120 million in 1981), it
accounts for well over 40 percent of total fiber consumption {a South America.

The domestic textile market in Brazll appears to have grown at an annual
rate of 5 to 6 percent in recent years, attributable to the population growth
of about 2.5 percent annually and the emphasis on raising the standard of
living. Real wage levels ars believed to have increased in 1979 and 1380.
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Government Policy

Trade in textiles and apparel is less important in the economy of Brazil
than in most emerging textile-producing countries of southeast Asia, but the
industry is large, and exports have grown. In 1980, about 7 percent of
textile production was exported, and such exports were equal to about 13
percent of the value of total manufactured exports. Imports are negligible
and are lkely to remaln small under present Government policias. The
industry is significant in Government planning both in terms of employment and
as part of a total effort to increase exports and reduce a growing trade
defieit resulting largely from oil imports. Textile and apparel employment is
about 6 or 7 perceant of total industrial employment.

Assistance to the industry

The Government has provided no special assistance to the textile
industry, either for investment or for exporting, since the Industrial
Development Council stopped approving textile projects in 1980. However,
there are a number of programs designed to encourage all exports which alse
benefit textile exports. Among the export incentives used recently are (1)
preferential financing for exports (at an interest rate of about 45 percent
compared with a market rate of 65 to 70 percent), (2) income tax exemption for
export earnings, and (3) a rebate on the IPI of about 15 percent of export
value. 1/ 2/ Also, with Government approval, companies with export programs
may import certain machinery and raw materials without paying import duties
and taxes. In 1977, the United States imposed a countervailing duty of 21
percent ad valorem on imports of cotton varn from Brazil. The countervailing
duty was reduced to 2.5 percent in December 1979 when it was determined that
overrebating of the IPI had been eliminated. 3/ Elimination of the l5-percent
rebate had an adverse affect on Brazil's axpn?fs, and in April 1981, it was
restored by the Government in an effort to boost exports. In order to avelid
countervailing duty aection by the United States, however, an offsetting tax
has been imposed on exports of products already subject to U.S.
countervailing duties, including cotton yarns.

Export promotion

Government agencies play a key role in trade matters. The Foreign Trade
Department (CACEX) of the Government-controlled Banco do Brasil participates
actively in import and export operations, along with the Ministries of
Finance, Planning, and Foreign Affairs. Trade shows sponsored by the
Government of Brazil have been held from time to time in most major market
countries. A trade fair which toured some half-dozen U.S. cities was held in

1/ The rebate has substantially exceeded the IPI actually imposad on most
textile items. The rebates were suspended in 1979 but reinstituted in
April 1981.

2/ U.S. Department of Commerce, op. cit., and Banco do Brasil, Summary of
the Investment Legislation in Brazil, January 1980.

3/ The required deposit of estimated counterveiling duties was inereased to

3.55 percent ad valorem on April 9, 1982.
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the fall of 1981 and included textile products such as towels and a few items
of women's wear. The results for textile products wers reportedly

iisappointing. Some trade representatives fael that, in the premium market,
the quality of Brazil's textile products i3 generally lower than competing
products and not consistent from one order to the next, and chat in the lower

end of the market, they are often not price competitive with some U.S.
products or with imports from Asian sources. 1/

Export Potantial

Brazil will probably achieve moderate growth in its total textile and
apparel exports, with export programs receiving considerable government
support, but will achieve only limited growth ian the apparel segment of the
narket and will have limited impact in the U.S. market.

Brazil ranks 28th among world exporters of textiles and apparel, accounts
for under 1 percent of world trade in these products, and is one of a number
of countries whose exports of textiles total between §500 million and $1
billion annually. Brazil's exports have little competitive impact om the
ma jor apparel markets of the Big Three or the EC, since Brazil's exports are
largely in cotton yarns, fabrics, and other textile mill products. Such
axXports may impact on countries which are raw cotton producers and exporters
of cotton yarn and fabries, such as Egypt, Pakistan, Mexico, and Peru.

Brazil occupies a middle ground in the world textile market. Wage rates
are considerably above those {n most countries of Scutheast Asia, but the
level of technology, especially in textile mill products, i1s more advanced
than in many low=wage countries. There i3 a large domestic market providing
some economies of scala but costs of raw materials are often high. The
industry benefits from a Government policy which allows imports of
sophisticated textile equipment; a wide range of equipment is also produced
domestically. Export earnings are needed to pay the large oil import bill, so
officlal Government policy encourages export activity. However, manufactured
goods other than textiles and apparel (along with certain agricultural
products) appear to offer greater potential for export growth and may recelve
more emphasis in Government export programs.

There appears to be limited potential for sustained growth in exports to
the United States. Most of the growth in exports of textiles and apparel from
Brazil has occurred in European markets rather than in the U.S. market. Long
experience in the European markets en