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‘Preface

On July 9, 1986, at the ‘request of the Committee on Finance of the U.S.
Senate 1/ and in ‘accotfdance with section 332(g) of the Tariff Act of 1930 (19
U.s.c. 1332(g)), the U.S. International Trade Commissioh approved the
institution of investigatlon No. 332-229, U.S. Global Cdmpetitiveness: The
Textile Mill Industry. The investigation, instituted on October 13, 1986, is
one in a series of six studies requested by .the Committee on Finance on the
international competltiveness of selected U.S. industrieées. 2/

This report examines the U. S textile mill 1ndustry and its major foreign
competitors to determine the effects of global competition on the industry,
and to assess how the’ industry is responding to these dyfiamic forces. In
addition, it examines the extent to which the domestic ihdustry is becoming
dependent on- foreign sourcing of machinery and equipment:

As requested by the Committee, this report. provides information on and
analyzes the global competitiveness of the U.S. industry; the competitive
strengths of U.S. and major foreign competitors in these markets; the nature
of the main competitive problems facing the U.S. industry; the sources of
these problems and to what extent they are transitory or reversible situations
as opposed to fundamental or structural problems, and the competitive
strategies of U. S and foreign industries.

Notice of the investlgatlon was given by posting copies of the notice of
investigation at the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register (51 F.R. 27265, July 30, 1986). 3/

The Commission held a public hearing on this 1nvest1gat10n as well as the
five others in this series at the U.S. International Trade Commission Building
in Washington, DC, on February 24, 1987. Testimony was presented at the
hearing from representatives of the American Textile Manufacturers Institute,
Washington, DC; J.P. Stevens & Co:, Inc., New York, NY; Burlington Industries,
Inc., Greensboro, NC; and the Ametlcan Textxle Machlnery Assoc1at10n and five
of its member firms

In the course of this investigation the Commission collected data and

information from questionnaires sent to U.S. producers and purchasers of
_textile mill products. 4/ - Information was also obtained from fieldwork in
Tokyo and Osaka, Japan; Seoul, the Republic of Korea; Taipei, Taiwan; Hong
Kong; Beijing, Shanghai, and Guangzhou, the People’s Republic of China; and
Milan, Como, Biella, and Prato, Italy. In addition, information was gathered
from various public and private sources, industry meetings interviews with
. industry executives representing producers and purchasers of textile mill

- products, and public data gathered in other Commission studies

1/ The request from the Committee on Finance is reproduced in app. A.

2/ The five other studies cover building-block petrochemicals (No. 332-230),
steel sheet and strip (No. 332-231), automotive parts (No. 332-232), optical
fibers (No. 332-233), and oilseeds (No. 332-240). : '

3/ A copy of the Commission’s Notice of Investigation is reproduced in app. B.
4/ A discussion of the survey design and methodology appears in app. C.
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EXECUTIVE SUMMARY

As requested by the Committee on F1nance ‘of the U S. Senate this report
‘examines competitiveness issues as they relate to the U S. textile mill

requested . information on:

1. the comparative strengths of U.S. and major foreign competitors
o in international markets,g .
2. the nature of the main competitive problems facing the U S
: industry; and
3 the~competit1ve strategies of U S. and foreign producers

These and other issues influencing the global competitiveness of the U.S.

textile mill industry and its major competitors are examined in detail
throughout this- report and are- summarized below

ngor Findings of the Study

‘0 Vorld textile consumption:’ Several,factors.have served:to“limit
its- growth and to shift the relative supplier shares of the
world market towards the developing countriesgﬁch 4)

.From 1979 to 1986, world consumption of textile fibers measured by
volume, increased at an average annual rate’ of 2.4 percent .per -capita
consumption- volume rose by only 0.7 percent per year. A large part :of the.
sluggish growth in"per capita: consumption reflected a decline in consumption -
in Western-Europe, .which along with the United States are the largest textile
markets. Partly because of the prolonged recession in Western Europe, per
capita consumption there declined by an average rate of 2.1 percent per.year -
during 1979-85. : By contrast, ‘U.S.. per capita consumption rose by 1.4 percent
~ annually during 1979 '86; although it too declined during the early 1980 'S,

Total textile consumption in the United States and Western Europe to -the
. year 2000 is projected to grow at an average ‘annual rate of.1 to 2 percent;
Growth.in. textile .consumption in’ developing countries is expected to. remain..

- higher than that in the developed countries, because of, a higher rate of .
population growth and, in some cases, more’ ‘rapid increases in 1iving stand-
ards. ' Total ‘textile consumption in the developing countries is forecasted ‘to
increase at-an average annual rate of 3 to 5 percent to ,the year 2000

o The exp;nsion of production in devel;ping countries has intensified
-competition in the world textile market leading to significant
shifts in trade (ch. 2).- ' .

The total volume of world trade in textiles, after rising at an -average:
rate of 10.2 percent during 1970 80, fell by 2. 2 percent per year during

s

1/ The letter from the Committee on Finance is reproduced in app. A.

2/ Chairman Liebeler and Vice Chairman Brunsdale voted to approve issuance of
this report, with grave reservations. To obtain” copies of their. views,,
contact the Office of the Secretary and ‘request’ memorandum €0 65-K-44 - .
(December 23, "1987) ;



1980-85. The emergence of a growing number of low-labor-cost. suppliers in the*
world market since the laté 1960's has led to great shifts in world trade.
Froim 1970 to 1980, the developing countries, not including centrally . planned ,
economies, increased the value of their textile exports (iri nominal terms)
more rapidly than the developed countries, albeit from a smaller base,
sveraging annual growth of 20 percent versus 15 percent for the developed .

. countries. These divergent trends have continued during the 1980's, with the

decline in exports from developed countries accounting for mést of the
slowdown in world textile'trade; their share of the total value of exports
decreased from 78 percent in 1970 to 66 percent in 1985, By contrast, the.
developing countries’ share increased from 15 to 23 percent during the
period. The remainder of the trade in 1985 came from the centrally planned
economies, of which‘China accounted for 80 percent of these éexports.

o The quotas provided for under the Multifiber Arrangement (MFA)
have had. a significant influence on the world textile and
apparel markets (ch. 3).

Restrictive quotas encourage foreign producers whose goods are covered by
quotas to shift their product mix to higher value- added goods, thereby Lo
intensifying competition at this end of the market. Quotas also limit the.
ability of the strongest competitors to increase their sales share.in ...
protected markets. As a result, production has shifted to countries ‘and to
products not limited by quotas, tending to diffuse sources of production for
export compared with an unpregulated market environment. Thus, the MFA has
extended the globalization of the textile and apparel industries, with , T
production shifting from the leading Asian suppliers that were faced with G
" increasingly tighter quotas in the’ major developed country- export markets to. .-
other low 1abor -cost nations free of quota restraints or with unfilled quotas .
o The labor cost advantage of textile mill industries in developing C

countries has been an obvious and central competitive concern of .

developed~country,producers (ch. 12). '

" Current data indicate that foreign labor costs range from 2 percent of P
U.S. labor costs in the spinning and weaving sectors for China ,to a range of ...
19 to 23 percent for Korea, Hong Kong, and Taiwan. . The recent depreciation of
the dollar has tended to boost the comparative labor costs for major . developed-
country producers well above the U.S. level, with Italy'’s costs (including
benefits) 37 percent higher and Japan s, 30 percent. However, substantial
differences exist from country to country in labor productivity, which
considerably reduce the labor-cost advantage for the developing countries and
aggravate the disadvantages for Italy and Japan. The developed countries, as
a result of efforts to improve -their productivity and cost competitiveness
account for the largest share of advanced technology in use. ‘

o Measures of the current competitiveness of the U.S. textile,mill
industry show a slight decline in the industry’s relativé
importance in domestic and'foreign markets (chs. 2, 4, and 5).

The total value of U.S. producers’ shipments ‘(unadjusted for inflation)
after rising significantly from 1982 to 1983, showed little growth during .
1983-86, totaling $54 billion in 1986. Although the domestic industry
experienced growing import competition in the U.S. textile market as a whole



duringl1982-86, import penetration remained felatively low at roughly
9 percent in terms of value in 1986..

The U.S. textile mill industry also experienced a decline in its share of
world textile exports, from 6.5 percent in 1980 to 4.5 percent in 1985. 1In
contrast, the share of world textile imports accounted for by the United
States rose from 4.4 to 8.3 percent.

During 1982-86, the U.S. textile mill.industry became less competitive in
global markets in terms of production costs, including labor, raw materials,
and costs associated with environmental and other government regulations,
which were not fully offset by increases in productivity. The "overvalued"
dollar during the first half of the 1980's also contributed to the decline in
the industry’s global competitiveness. Nevertheless, recent gains by foreign
suppliers in the U.S. textile market appear - to have slowed, and the adjust-
ments made by the domestic industry during the 1970's and early 1980's have
improved its competitive situation significantly.

o Although the number of installed spindles and looms in the U.S.
textile mill industry declined during 1982-86, the higher
productivity of the new equipment. enabled the industry to
expand its production capacity and reduce the level of
employment (ch. 5). , '

~The total number of spindles in place in the U.S. textile mill industry
declined by 17 percent during 1982-86 to 13.4 million and the number of looms.
in place declined by 34 percent to 141,259. However, the removal of the least
efficient equipment and the greater speed of the new spinning and weaving
equipment enabled the industry to increase its production capacity.

Total employment in the U.S. textile mill industry during 1982-86
declined by 1.4 percent annually to an average of 709,000 workers in 1986.
The decline in employment slowed from the 1971-82 pace and, since 1982,
employment levels have remained relatively stable in all sectors except
weaving mills, where employment has continued to decline, partly because of
improvements in productivity. :

At the same time, the number of weekly hours worked in the textile mill
industry rose at an average annual rate of 2.5 percent and labor productivity
rose by 3.6 percent per year during 1982-85. As a result, notwithstanding an
average annual increase in hourly wages of 4.6 percent during 1982-86, total
labor costs as a percentage of value added in current dollars remained fairly
stable in all sectors of the industry. For the textile industry as a whole,
wages as' a share of value added in 1985 averaged 36.8 percent, compared with
23.6 percent for all U.S. industry.

o The cost of materials as a percentage of total textile industry
shipments remained relatively stable during 1982-85, averaging
60.5 percent annually. The ratio for all U.S. industry fell by
1.7 percentage points to 56.0. percent (ch. 5).

Cotton and manmade fibers account for almost all the fibers consumed by
U.S. textile mills, and both are supplied in abundance by domestic sources.



Changes in the U.S. Department of Agriculture’s cotton loan and price support
program significantly lowered U.S. cotton prices in August-September 1986 but a
decline in the world cotton supply at the same time caused prices to rise. The
USDA program removed the disadvantage in cotton costs faced by U.S. mills when
world cotton prices were below the domestic price, which was based on the U.S.
loan rate. Now, when world prices are below the U.S. loan rate, U.S. mills are
able to buy cotton at prices roughly comparable to the world price. The high
ratio of material costs to value of shipments, 60 percent, compared with

14 percent for labor costs, demonstrates the significant influence of the cost
of materials on competitiveness. :

o The U.S. textile mill industry’s capital expenditures, annually
averaging $1.8 billion during 1984-86, totaled an estimated
$1.7 billion in 1986 (ch. 5).

The U.S. textile mill industry increased its capital expenditures as a
share of shipments from 3.3 percent during 1981-83 to 3.5 percent during
1984-86. However, this was considerably lower than that for all manufacturing
(6.0 percent during 1981-83 and 6.4 percent during 1984-86). The largest part
of the textile industry’s capital expenditures during 1982-85 was accounted
for by the cotton and manmade-fiber weaving mills, the sectors most affected
by import competition in the textile industry and also among the sectors in
which there have been significant technological advances over the yéars. The
capital improvements helped the U.S. textile mill industry to increase its
productivity by 6 percent during 1975-85, in constant dollar terms. Despite
these efforts, the U.S. textile mill industry’s rate of modernization in some
respects remained below that of several of its major developed and developing
country competitors.

o The U.S. textile mill industry improved its profitability during
1984-86 compared with 1981-83. Although its return on sales
still remained lower than that for all manufacturing, its
return on assets was higher -(ch. 5).

The U.S. textile mill industry'’s average return on total assets rose from
8.3 percent in 1981-83 to 8.9 percent in 1984-86. This resulted mainly from
an increase in its average return on net sales, from 4.5 percent to 5.3
percent. This is in marked contrast to the financial performance for all
manufacturing, and suggests that the textile mill industry may be making
better progress than many other industries in improving productivity.

o Not all segments of the U.S. textile mill industry are affected
equally by import competition (chs. 4 and 12).

Several sectors of the domestic industry encounter relatively little
competition from foreign suppliers. 1In 1986, import penetration of less than
5 percent was recorded in carpets and rugs, knit fabrics, nonwoven fabrics,
and spun yarns (except wool). The sectors that encounter the greatest direct
competition from foreign suppliers are the cotton and manmade-fiber weaving
mills, which have experienced growing import competition in the domestic
market for broadwoven fabrics since at least 1982. Import penetration in the



- cotton and manmade-fiber weaving sectors averaged 29 pércent.and 8 percent,
respectively, in 1986. These sectors, along with the .spun yarn sector, are :
also affected by the large and growing share that . .imported dpparél and other.
finished textile products hold in the U. S market

1
Y

Reflecting these sectoral differences a simllar pattern 'is ‘séen in the
actions the U.S. textile mill industry took during 1986 in response to the
challenges of foreign and domestic competition; &nd the’ strategies "each sector
considers most important in the future. Différences are seen particularly in
. the extent to which different sectors ‘look -for' government intervention or
legislation, with weaving mills most frequently- expecting ‘such action and }
carpet and. rug mills least expecting it. Most of the producers in’ the carpet
and rug, knit fabric, and nonwoven -fabric sectors do "hot see imports as a
problem and expect to-be able to counter any efforts of foreign suppliers to
gain a significantly larger share of theé U.S. markét. There do not seem to be
any. factors that would diminish the prospects for continuéd growth in the
' carpet and nonwoven fabric- sectors of the U.S: industry. Nonwoven fabric
mills expect the rising costs of foreign competitors to be a major source of
relief from import competition, and both producers -and purchasers of textile
mill products.(e.g., apparel producers) placed particular weight on exchange
rates as having special promise for reliev1ng competitive pressures .

o Responses of U.S. text11e mills ‘to_import competition are’ wide-ff

ranging, although 46. percent ‘of producer respondents ‘indicated

no special response to such:competition other than what they

would do in the normal course of business (ch. 12).

With regard to actions_ taken in 1986 in .response to foreijgn competition,
the percentage of producer respondents indicating no special response other
than what they do in the normal course of business ranged from a high of 67
percent for floor covering mills. to a low of 14* percent ‘for’ knitting mills
The most frequently mentioned actions consisted mainly. of: product quality
improvements, marketing strategy changes, - and labor cost reductions
: oA U.S. purchasers of textile mill products gave espec1a11y favorable
indications about future prospects for the U.S:: textile mill - =
industry, signaling a willingness to-pay signiflcant premiums .
for certain domestlc products jch 12) o -

At the same time U.S. purchasers of textile mill products cited several
areas in which the U.S. textile mill industry needs td-be more respon51ve '
They include reducing delivery time, -producing siidller rums " to dccommodate
small orders, offering more flexibility ‘and Variety-of styles, and providing-
more consistency in fabric quality. Despite their indicated willingness to
pay premiums for certain products, purchasers also emphasized the need for the
textile mill industry ‘to be price.competitive in“some sectors, even'’ to the
extent of cutting product features and service where necessary T

By comparison, strategies that- the U S textile mill 1ndustry identified
as most. important for its competitive future were similar -in’ some respects to-
those that ,the purchasers emphasized (e.g., investmert in labor:saving
equipment and improvements in quality) but .did not reflect purchaser concern
for more responsiveness -



o New technology, supplied largely by foreign machinery producers,
" is improving the U.S. textile mill industry’s quality and
productivity and reducing its labor costs (ch. 5).

The new technologies in production equipment has generally 1ncreased pro-
ductivity, reduced labor costs, and. improved quality for .the textile mill

. industry. The availability of these technologies has permitted U.S. producerst

to treduce the importance of foreign wage-rate differentials, relative to other
costs, as an international competitive factor for textile miil industries
Newer technologies may enable U.S. mills to improve further both efficiency
and flexibility, characteristics which in the past were often in mutual
opposition, and many mills are initiating "quick response" programs involving
closer ties with apparel producers and retailers. However, miich of the |
potential in these areas is still to be.realized as indicated by the fact that
only about one-third of the mills in a recent survey have already initiated
programs for quick responseé and that many mills do not have state-of-the-art
technology, especially in the area of computerized monitoring and control.

The new technologies were. developed largely by machinery producers in. .
Europe and Japan.. The U.S.  textile machinery industry lost its technological -
leadership in key areas during the 1960's and, as a result, imports now supply
more than three-fourths of the machinery used in processes from fiber through
fabric formation in U.S. mills. However, U.S. machinery producers still have:
a strong position in finishing machinery, supplying over 50 percent, and
miscellaneous equipment, supplying about 80 percent.

Comparative Strengths of Major Foreign Competitors

o China: The potential exists for China to expand significantly
its exports of textiles given its extremely low labor costs,
planned improvements in manufacturing, upgrading of product
quality, self-sufficiency in raw materials, and product and
market diversification (ch 6) )

China s growth in textile exports during the 1980 s has largely resulted
from its low-cost. labor, its large supply of all types of fibers, and its
large production capacity. However, China is stressing changes to adapt to
more limited quantitative export growth in the future, such as the encourage-
ment of joint ventures with foreign firms as a means of importing modern
equipment to improve product quality and produce higher value-added goods.
China is also expanding its manmade-fiber industry that would make it the
third largest producer of such fibers after the United States and Japan.

The textile industry, the second largest industry in China after
machinery, has been designated an "important" industry to provide employment
opportunities and generate foreign exchange for developmental projects. A »
high priority has been givén to increasing textile production, particularly in
response to growing demand in the home market. Although it is unknown how
much of the added output will be exported or.retained for home consumption,
China is relying on the industry for much needed foreign exchange, suggesting
that export growth in textiles will continue to be strongly pursued. In
addition, China has been expanding the share of its textile production for
export; in 1986, exports accounted for 13 percent of total production compared
with 6 percent in 1982.



The steps undertaken by China to improve its product mix and productivity,
coupled with its labor cost advantage, should enable China to remain among the
major competitors in the future. However, MFA quotas could restrict China’'s
rate of export growth, barring quota liberalization in the proposed multi-
lateral trade negotiations, and encourage it to shift to higher value-added
goods to increase its world market share.

o Japan: Future growth in its textile exporté is expected to be
limited, particularly as a result of the high value of the ven
and of the increasingly tighter restrictions on its exports to
the United States (ch. 7).

Japan's textile mill industry has responded to its declining price com-
petitiveness by cutting production costs, diversifying into nontextile areas,
concentrating on production of high quality and high value-added goods, and
developing new product and country markets. It has increased its expenditures
for research and development, which rose by 36 percent during 1982-85. How- .
ever, partly in response to the rise in the value of the yen, the industry has.
since become more cautious. Its investment in new plants and equipment in
1986 declined by 18 percent from that in 1985.

MFA restraints also limit the potential of Japan to expand its exports of
textile mill products. Quotas on Japan’'s exports to the United States are
limited to an average annual growth of less than 1 percent through 1989.
Japan’s export potential is also affected by the tight quotas on Hong Kong's
exports to the United States, because an important part of Japan’s textile
exports are sent to Hong Kong to be converted into apparel and other products
or export to the United States and other markets.

o Taiwan: The potential exists for Taiwan to expand further its
textile exports on the basis of efforts underway to trade up to
higher value-added goods and to diversify its export markets to
reduce reliance on developed countries for sales growth (ch. 8).

These efforts have already been undertaken in response to the recent rise
in the value of the New Taiwan dollar, its increasing labor costs, and the
tight quota restrictions in its major developed-country markets. The value of
the New Taiwan dollar has, since 1985, increased by about 25 percent against
the U.S. dollar, which has reduced the price competitiveness of its exports
but also reduced the cost of its imports. This is particularly important
since Taiwan imports all of its raw cotton and wool. Rising labor costs and
tight quotas in major export markets have encouraged Taiwan to upgrade its
export product mix to compete better with developing countries that have lower
labor costs and to maximize export revenues within the quota framework.

o Hong Kong: Rising labor costs and minimal quota growth in major
developed-country markets limit Hong Kong's potential for real
growth in its exports of textiles and textile products (ch. 9).

The labor shortage in Hong Kbng has been driving up labor costs and
hindering the textile industry from operating at a higher level of capacity
utilization. In response to its declining cost competitiveness, the industry



has been investing in labor-saving technology that has made it an efficient
producer of heavyweight cotton yarn and fabric. As a result, the level of
technology in the industry is much higher than that of the other Asian nations
examined here. The industry has also been faced with rising property values,
which, coupled with a shortage of land for industrial development, have
limited its potential to expand in Hong Kong.

Hong Kong's potential to increase its textile exports in real terms is
also limited to the extent that it relies on the major developed countries for
export growth. About 25 percent of its textile exports and almost 90 percent
of its apparel exports in 1986 went to the United States, the EC, and Canada,
all of whom limit Hong Kong's export growth to roughly 1 percent annually.

Two major uncertainties exist for Hong Kong that could affect its future
relative importance in the global textile market. There is reportedly growing
pressure on Hong Kong to revalue its currency, which would have the effect of
reducing its price competitiveness in world markets. In addition, the return
of Hong Kong to China in 1997 may lead to uncertainties that may influence the
level of investment in the textile industry during the early 1990’s in ways
not yet seen.

o Korea: The potential exists for Korea to achieve its goal of
becoming the world’s largest textile exporter by the end of the
century {(ch. 10). ' :

~ The Government of Korea has recently introduced several programs to help
attain this goal, including one calling for about $118 million to modernize
production facilities and about $12 million to expedite the development of
fashion and technology. The program also emphasizes the diversification of
export markets and overseas investment, particularly in areas such as the
Caribbean countries whose exports to the United States are subject to few
quota restrictions. The Government also designated the weaving mill sector
for rationalization, with the goal of reducing the number of mills by 5
percent and encouraging the replacement of obsolete shuttle looms with
shuttleless looms.

These initiatives reflect the vital role that the textile industry plays
in Korea as its largest source of foreign exchange and largest employer in the
manufacturing sector. Although the industry’s competitiveness is being
affected by the rising value of the Korean won, increasing labor costs, and
growing competition from other low-labor-cost countries, the potential exists
for Korea to expand its textile exports given the measures already being
undertaken. Whereas MFA quotas will most likely limit its export growth in
the major developed-couritry markets, Korea is targeting other markets,
particularly Japan and other Asian countries, for export growth.

o Italy: 1Its importance in the global textile market will largely
depend on its ability to remain price competitive in quality
and fashion goods. It faces growing competition from newly
industrialized countries, such as Hong Kong, which have been
trading up to higher value-added goods (ch. 11).

Almost two-thirds of Italy’s exports of textiles and apparel go to other
EC countries, where growth in consumption slowed during the first half of the



1980's and is not ekpected to increase significantly in the next few years.
As a result, Italy’s industry is stepping up its efforts to diversify its
markets, particularly in large untapped markets such as the U.S.S.R. Also,
Italy's exports to major developed-country markets are currently unrestricted
by quotas, unlike the Asian countries examined in this study.

U.S. Competitive Strategies and Outlook

Under recent market conditions, U.S. industry efforts to improve its
competitive position during the past decade or so have been relatively
successful, as reflected in improved profitability and a slowdown in import
penetration. In the absence of changes in the MFA and its administration, or
even in the case of selective import liberalization, prospects appear
favorable for the industry at least to hold its own and possibly even to gain
U.S. market share. With the recent improvement in its profitability and cash
flow and clear indications of ways to enhance its competitiveness, the U.S.
textile mill industry appears to have the potential to maintain or even expand
its share of the domestic market against direct imports.

Although efforts by the U.S. textile mill industry to improve its com-
petitiveness appear to be effective in the U.S. market, it is not readily
apparent that they will assure similar maintenance or expansion of world
market share. To achieve that, the U.S. industry would have to retain its
share in the markets that will grow fastest--mainly the newly industrialized
countries (NIC’s) and other industrializing countries such as China. 1In the
Caribbean, the potential exists for the industry to expand its exports, given
the recent implementation of the "special access program” under U.S. tariff
provision 807.00, in which eligible Caribbean countries will be permitted
greater access to the U.S. market for their products assembled with fabric
" that has been both made and cut in the United States. By contrast, oppor-
tunities in the NIC's and China appear limited because of the presence and
upscale movement of the textile mill industries there.

A more reasonable question is whether the U.S. textile industry might
hold its share of world exports. The potential exists for it to do so, at
least in the near term, assuming three conditions are met: (1) it continues
to expand resources for "807" production; (2) the dollar does not appreciate
substantially above its present level against currencies in its main export
markets; and (3) the industry continues to improve its responsiveness to
opportunities and maintain or expand current levels of investment in research
and development and new equipment. On the latter point, the keen interest of
foreign investors in establishing textile mill production capabilities in the
United States indicates a favorable evaluation by foreigners of the prospects
of being able to expand production on competitive terms with U.S.-based
textile mill facilities.
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Chapter 1. INTRODUCTION

Scope of the Report _

, Textiles are important articles of commerce in virtually all countries.
Almost all countries produce a significant amount of the textiles that ‘they
consume, and the home industries producing such goods typically are relatively
large in-their respective national economies. Because of varying advantages
in raw materials, labor costs, and technology, some countries are lower cost
producers. ! v

'Relative national advantages and national policies have shifted over the
years for a variety of reasons. As a result of the ‘relative size of the '"
textile industry to most economies and of differences in national competitive-
~ ness, most countries traditionally have regulated trade in textiles ‘through
’tariffs and other restrictions;’ The various textile agreements in effect
since 1961 between importing and exporting nations have regulated this trade

As requested by the Committee on Finance of the U.s. Senate this report
~ examines competitiveness’ issues ‘as they relate to the ;textile mill industry

_ The industry is indigenous ‘to practically all couritriés and: provides the |
thread, yarn, and fabric required for production of apparel and other goods
The textile industry, in turn, depends on the fiber-producing sector -for the
raw materials from which textiles are ‘formed.. Because demand for textiles is;
derived in large part from demand for apparel and because the development of
the textile mill industry is, in turn, influenced by the development of the
fiber- producing sector ‘this report -also briefly examines the apparel ‘and
fiber industries to the extent that they influence’ conditions of competition
of the textile industry ' The report also examines the’ state of the U.S. .
textile machinery industry ‘(appendix D) and the extent to which the domestic
‘textile mill industry ‘'is becoming dependent on foreign sourc1ng of machinery )
and equipment (discussed in chapter 5).

.This report examines the factors affecting competitiveness in the global
market for textile mill products. "It begins with a discussion of recent. . .
trends in the world textile market (chapter 2) and government policies that. .
affect textileé trade (chapter 3). The report then describes. the U.S. textile :
market and the economic¢ factors influencing supply and demand. in this market
‘(chapter 4). The structure of the U.s. textile mill industry (chapter 5) is,
then contrastéd with'that of China, Japan Taiwan Hong Kong, the Republic of
"Korea, and Italy (chapters 6-11). The’ report addresses the actions that the .
domestic industry and its major competitors have taken to remain competitive

. in markets both at home and" abroad L G e .t
Finally, the report presents the results of questionnaires sent to U.S.
producers and purchasers of textile mill products (chapter 12). It summarizes