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INTRODUCTION

The purpose of this report is to present a factual analysis of the
situation in the EC textile and clothing industry in 1992, together with
recent trends.

In the analysis below, the emphasis has been on changes in
1992, where this information has been available. Comparisons have been
made also with the situation in 1985 and 1988. Information for individual
member states is given, where appropriate.

An analysis of the textile and clothing industries in Central and
Eastern Europe and the former Soviet Union features as a special topic.

The OETH would like to thank the many organisations and
individuals who have contributed material and comments for this report.



1. SUMMARY

1.1. The world economy continued to be depressed in 1992, although
there was some recovery in the United States. World trade showed little
signs of faster growth overall, but was much more buoyant for Far
Eastern countries than for the countries of Western Europe.

1.2 The slow growth of GDP in the leading EC countries, together
with the slow growth in their trade, was a major reason for the continued
state of depression in the EC’s textile and clothing industries, which saw
in 1992 further falls in production, and especially in employment.
Investment has also been falling. The EC’s balance of trade deficit for
textiles and clothing, however, scarcely changed in 1992.

1.3. In 1992 the production of both textiles and clothing in the EC
continued to fall - for the third year consecutively - and at a slightly higher
rate than in the previous year. Compared with the reduction of production
of textiles (3.4%) and of clothing (3.1%), the reduction of production in
manufacturing as a whole was less, at 1.3%.

Textile and clothing production not only did worse than the
average for manufacturing in 1992, but far worse over the whole period
1985-92, especially in the case of clothing.

1.4. Employment has continued to fall in the industry, in both the
textile and clothing sectors: 165,000 jobs were lost in 1992, which
represents a higher proportion of employment (6%) than in earlier years.
In 1992, the number of jobs lost in this sector represented about 20% of
the employment contraction in manufacturing industry as a whole.

1.5. Investment in the EC’s textile and clothing industries has fallen
in recent years. The decline started earlier in the textile industry than the
clothingindustry. Investment per employee differs among member states.
It has been highest in the Benelux countries, at a high level in Denmark,
Germany, ltaly and France, but at a low level in Greece, the UK, Portugal
and Spain.



1.6. Imports of textiles and clothing from outside the EC rose by over
2% in terms of tonnage in 1992 (nearly 3% for MFA categories). Exports
rose by 6% (3% for MFA categories). The ratio of exports to imports
improved for MFA textiles from 77% to 78%, while that for MFA clothing
remained unchanged at 18%.

In terms of ECUs, the balan f trade improved for MFA textiles
(and remained strongly positive for the EC as a whole), while that for
clothing deteriorated slightly. Despite the slowdown of imports and the
moderate export recovery, the long-run tendency for the EC's
international trade competitiveness to deteriorate almost certainly
remains.

1.7. Trade in textiles and clothing among member states rosein 1992
by moderate rates (1.5% in textiles imports and 3% in clothing). On a
more long-term basis, there is evidence showing that trade within the EC
has increased faster than exports to non-EC countries and slower than
imports from outside the EC.

1.8. Total OPT clothing imports into the EC, of every MFA category,
accounted in 1992 for some 10% of total EC imports of clothing, in
tonnage terms. This proportion has changed relatively little since 1989,
despite the fact that import quotas have been under-utilised and that
some major suppliers enjoy free access for their OPT exports to the EC.

During 1992, OPT imports of clothing into the EC rose by some
13%. Recent trends suggest that the distribution of OPT imports among
member states may tend to be more balanced in the future (at present
Germany represents 62% of the EC total), and that the weight of Eastern
European countries (with the exception of ex-Yugoslavia) will continue to
increase.

1.9. Consumers’ textile and clothing expenditure fell in 1992. The
estimated apparent consumption of woven clothing in the EC fell slightly
in constant prices, as compared with 1991. There was a rise between
1990 and 1992 of about 2% in constant prices. The estimated apparent
consumption of the EC knitting industry fell in 1992. However, there was
a rise between 1990 and 1992, in constant prices, of about 7%.

In line with the evolution of demand, retail sales of clothing fell
in the EC as a whole in 1992, after little change between 1990 and
1991. The fall in sales in 1992 affected all the largest countries in the
EC.



1.10.  Productivity, measured by output per employee is higher in
manufacturing as a whole than in textiles, and higher in textiles than in
clothing. Between 1991 and 1992, output per employee rose faster in
textiles and clothing than in manufacturing. In individual countries, high
output per employee and high investment per employee tend to go
together.

1.11.  The textile machinery market showed mixed trends in 1992.
There was a severe fall in shipments of short-staple (cotton) spindles, to
all areas except the former Comecon countries. In contrast, there was an
overall increase in shipments of long-staple (wool) spindles, including an
increase to the EC.

In weaving, there was an overall increase in shipments of
shuttle-less looms, but deliveries to the EC fell substantially.

1.12. Looking at the situation more generally, the EC textile and
clothing industries, and the industries associated with them, will no doubt
benefit, in the short-run, as the present recession comes to an end. In the
long-run, however, many different scenarios are possible.



2. THE ECONOMIC BACKGROUND

The world economy continued to be depressedin 1992, although
there was some recovery in the United States. World trade showed little
signs of faster growth overall, but was much more buoyant for Far
Eastern countries than for the countries of Western Europe.

The slow growth of GDP in the leading EC countries, together
with the slow growth in their trade, was a major reason for the continued
state of depression in the EC’s textile and clothing industries.

In spite of a modest recovery, world economic activity remained
weak in 1992: world GDP grew by 1.8%, while the volume of world
trade expanded by 5%. Both figures are below the trend of the last two
decades.

The leading seven industrialised countries saw a rise in GDP of
1.6%, after the near stagnation of the year before. Their respective
experiences, however, are different. The US economy recorded a
satisfactory performance with an increase in real GDP of 2% in 1992,
However, despite some strong growth in the second half of last year, the
present recovery remains weak. In Japan, the strong rate of growth of
1991 (4%) gave way to a significant deceleration in the course of 1992.
In spite of a very significant budgetary stimulus, growth is not expected
to return towards its previous trend until well into 1994. As a result of
this pronounced cyclical movement, the Japanese rate of growth in 1992
was 1.4%, with 1993 expected to record a figure which will be roughly
equivalent.

The GDP of the EC rose by 1.1% only in 1992, after rises of
2.8% in 1990 and 1.4% in 1991. The UK experienced a second year of
recession while most of the remaining member states recorded rates of
growth of between one and two per cent. However, in the second half of
1992, the EC economy is estimated to have actually stagnated and
growth prospects for 1993 are poor. This marked slowdown is the result
of a combination of cyclical elements and continued tight monetary
policies. Business and consumer confidence are at low levels. This
constitutes an obstacle to a recovery which can tentatively be assumed
to take hold in the second half of 1993.

In 1992, allcomponents of demand were affected by the general
weakness of the EC economy. Investment, traditionally the most volatile
component, actually stagnated for the second year in succession.
Employment declined for the first time since 1983 leading to a strong



increase in unemployment which is expected to reach 11% in the course
of 1993.

The recent turmoil in the exchange rate mechanism of the EMS
is both a result of the deterioration in economic conditions in Europe and
a factor contributing to the persistence of depressed economic conditions.
The growing imbalances since the last ERM realignment, and cyclical
divergences in the EC - strong growth with inflationary pressures in
Germany, and weak growth, with inflation under control, in many other
countries - led two important currencies leaving the ERM in September
1992. The lira, the pound, the peseta, the escudo and the Irish punt all
depreciated against the D-mark. The pound and the lira have depreciated
by 17% and 20% respectively since leaving the ERM.

In the wake of the ERM crisis, short-term interest rates came
down in most countries. Long-term rates, however, which respond
essentially to inflationary expectations, have come down much less and,
in the EC as a whole, are about one point lower than at the beginning of
1992.

Further interest rate reductions, as announced by the
Bundesbank in April 1993, could constitute the most significant
contribution to a recovery in the EC. However, confidence has been
undermined by the impasse in the Uruguay Round negotiations, and the
economic and social problems in Central and Eastern Europe, as well as
in the former Soviet Union.

World trade growth has slowed over the last three years. The
peak growth was 10% in 1989 in trade in all commodities and between
all market economies. In 1992 the growth was 5%. Trade has however
slowed down less than has usually been the case in previous cycles. It
has been boosted by the growth in trade between less developed
countries, and rapid import growth in North America - 11% for the USA
in 1992 and nearly 6% for Canada. This North American development
may in part reflect the growing effects of the North American Free Trade
Area (NAFTA).

There has been a continued increase in imports into mainland
China, but much of Chinese trade is with the rest of the Far East, and
especially with Japan. In the Far East, imports grew strongly in both
1991 and 1992 - by 14% in 1991, and by over 13% in 1992, The
contrast with developments in Western European trade has been marked.

The prospects for European exporters are dependent on
developments in their export markets, and these do not generally look as
strong as markets in the world as a whole. The UK exports a larger
proportion of its goods to North America than either France or Germany,
and in Europe exports principally to Germany and France. Germany has
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larger market shares in the Netherlands, the UK and the rest of
industrialised Europe than has Britain or France. France sends a high share
of its exports to Germany and ltaly.

Between 1991 and 1992, UK and French exports were held back
by slow import growth in Germany, the Netherlands and Belgium. German
import growth was 0.9% only in 1992, as compared with 14% in 1991.
In 1992 the growth in the UK and Germany’s export markets was some
2%, while it was 2.5% for France. In 1991, on the other hand, the UK
and Germany had export growth of over 3%, while France had export
growth of nearly 7%.

The slow growth of GDP in the leading EC countries, together
with the associated slow growth in their trade, was no doubt a major
reason for the continued state of depression in EC’s manufacturing
industries, including their textile and clothing sectors.

The evidence on the demand for textile and clothing products
indicates a fall in the apparent consumption of clothing in the EC last
year. As regards retail sales, the volume of retail sales of clothing,
footwear and leather goods together, fell by 5% in 1992, following
virtually no change in 1991.



3. RECENT DEVELOPMENTS IN PRODUCTION, EMPLOYMENT AND
INVESTMENT

3.1. PRODUCTION

In 1992 the production of both textiles and clothing in the EC
continued to fall - for the third year consecutively - and at a slightly higher
rate than in the previous year. Compared with the reduction of
production of textiles (3.4%) and of clothing (3.1%), the reduction of
production in manufacturing as a whole was less, at 1.3%.

Textiles and clothing therefore did worse than the average for
manufacturing in 1992, and far worse over the whole period 1985-92,
especially in the case of clothing.

The volume of textile. production (including knitwear, but
excluding man-made fibres) had fallen in 1991 by 3%, but in 1992 the
fall compared with 1991 was greater, at 3.4% (Table 1). Knitting industry
production fell by 4%, compared with the previous year.

In 1992, the index of textile production in the EC fell below its
1985 level (to 96.9), after having reached a peak of over 4% above that
level in 1989. The index of knitting industry production in 1992 was just
below its 1985 level, in volume terms.

EC production of woven clothing fell in 1992 by slightly more
than in 1991 - a fall of 3.1%, as compared with a fall of 3% in the
previous year. The index of clothing production in 1992 (at 84.5) was
well below its 1985 level.

These figures for textile and for clothing production compare
with a fall of 1.3% in the index of manufacturing production as a whole,
in 1992. The index of manufacturing production for the EC in 1992 was,
at 115, well above its 1985 level. Textiles and clothing therefore did
worse than the average for manufacturing in 1992, and far worse over
the whole period 1985-92, especially in the case of clothing.

Production of man-made fibres was some 5% higher in 1992
than in 1991. The rise occurred both in the production of synthetic and
cellulosic filament yarn in 1992, and also of staple. Synthetic filament
yarn output was slightly above its 1985 level, but in the other sectors
production remained well below this level.




Looking at individual Community countries, textile production fell
generally in 1992, in all but Belgium and lreland. The biggest decrease
took place in Germany.

Man-made fibre production rose most in Spain and Portugal.
Woven clothing production fell in all but Italy,

Belgium/Luxembourg, the UK, and Denmark. It was unchanged in
Portugal.

Over the whole period 1985-92, the most marked changes in
textile production have been increases in lIreland, Italy, and
Belgium/Luxembourg, and falls in France, the UK, Denmark and Greece.

As regards clothing, increases in production between 1985 and
1992 have taken place in the Netherlands, Belgium/Luxembourg, and
Portugal. Italian production, after some years below its 1985 level, rose
to this level in 1992. Marked falls, compared with 1985, have taken place
in France, Denmark, Germany and Ireland, but the falls have been less in
the UK, Spain and Greece.

Knitting industry production in member states has evolved very
differently since 1985. Substantial increases have taken place in Ireland
and ltaly (to 189 and 128 respectively in 1992), but appreciable falls, of
between 17% to 23% have occurred in the UK, France and Germany.

In 1992 there were considerable differences in the evolution of
the EC’s output of the different products of the industry.

In fibres and yarns there were substantial increases in combed
wool output and in the output of carded and combed wool yarns. There
was a particularly large increase in the output of linen yarn. On the other
hand, cotton yarn output fell appreciably.

In woven fabrics, the increase in the output of linen fabrics was
very marked, while there was a small increase in the output of wool
fabrics. The output of cotton fabrics and of synthetic staple fabrics fell
substantially. So did the output of household textiles. The output of other
home textiles, mainly carpets, held up well. Production of non-wovens
increased, but at a lower rate than in previous years.

Among knitted products, the only one to show an appreciable
increase in output in 1992 was babies’ under-garments. There were
especially large falls in the output of women’s hosiery and of knitted work
clothes.



In clothing, made from woven materials, the changes in output
were not large. The only sizeable increase was in corsetry, while much
the largest fall in output was in swimwear. Other falls took place in the
output of dressing gowns and work clothes.

Turnover, in the EC as a whole, rose for textiles between 1988
and 1991, in constant prices, but there was a small fall in 1992 (Table
2). For clothing, the rise was continuous, but the increases between
1990 and 1991, and also in 1992, were quite small. Turnover figures for
both clothing and textiles show more positive trends than for production
(Table 1), and the other variables analysed. This difference, if not due to
statistical factors, needs to be evaluated in connection with industrial
strategies at the level of the firm.

3.2. EMPLOYMENT

Employment has continued to fall in the industry, in both the
textile and clothing sectors, but at a higher rate in 1992, following falls
in earlier years. In 1992, the number of jobs lost in this sector
represented nearly 20% of the employment contraction in manufacturing
industry as a whole.

Employment in both the EC textile and clothing industries fell
further in 1992, following falls in the preceding years. The fall is in fact
estimated to have been rather higher, at 6% in the case of both textiles
and clothing, in 1992, as compared with falls of just over 4% in both
sectors in the previous year (Table 2).

The falls in employment, in firms employing more than 20
employees, followed a similar pattern in both textiles and clothing. Both
sectors showed a fall in employment of about 6% in 1992.

With a contraction of 165,000 jobs within one year, these
industries have been affected more than the steel, electronic and car
industries together. This fall in employment represented about 20% of the
employment reduction in the manufacturing sector.

The cumulative fall in total employment in textiles and clothing
since 1988 (Table 2) has been considerable. It has been over 14% in the
case of textiles, and 15% in the case of clothing. In absolute terms the
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loss of employment in textiles was 250,000 over the period, as compared
with 195,000 for clothing, reflecting the smaller size of the clothing
sector.

Man-made fibre employment, according to CIRFS, rose by 0.7%
per annum between 1988 and 1991, but these figures include
employment in five East German Lander from 1991. Without this, a fall
in employment would have been shown.

Employment figures for individual countries show lItaly to be
largest employer (Table 3), followed by Germany and the UK. This is true
for both textiles and clothing. Germany is much the largest employer in
man-made fibres.

Between 1988 and 1992 the largest percentage falls in textile
employment have taken place in Spain, followed by the UK {(both at over
7% per annum). The UK showed the largest percentage fall in clothing
employment (nearly 7% per annum), followed by Spain and ltaly (both
4.3% per annum). In textile and clothing employment together, the UK
has had much the largest percentage fall (forthcoming OETH report on
structural data).

3.3. INVESTMENT

Investment in the EC’s textile and clothing industries has fallen
in recent years. The decline started earlier in the textile industry than the
clothing industry. Investment per employee differs among member states.
It has been highest in the Benelux countries, at a high level in Denmark,
Germany, Italy and France, but at a low level in Greece, the UK, Portugal
and Spain.

The value of investment in the EC’s textile industry since 1988
has shown a fall, in current prices (Table 2). At constant prices the fall
would have been greater. Overcapacity in the short-staple sector, which
is highly capital-intensive, combined with the recession, have been the
main reasons for the downward trend. At the same time, and for the
same reason, much spinning and weaving capacity, even the most
modern, has been shut down.

In the clothing industry, on the other hand, the decrease has

been more recent (Table 2). The change between 1988 and 1990 was a
positive one, even after rising prices are taken into account. Nevertheless,
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with a much lower level of investment than in textiles, this sector has
remained labour-intensive.

Data for investment in textiles in individual member states show
that this was highest in Italy and Germany, the countries with the largest
textile industries in the EC, in both 1990 and 1991 (Table 3). France, the
third largest producer, had the third largest level of investment.

Investment per employee, on the other hand, was highest in
1991 in Belgium/Luxembourg, followed by the Netherlands, Denmark,
Germany and lItaly. Investment in knitwear (which is less costly) is
included in textile investment. Therefore in countries like Italy and
Germany, where knitwear production is important, investment per
employee is lower than would otherwise be the case.

It is interesting that the highest investment per employee in
1990 and 1991 took place in the Benelux countries, which hold relatively
minor shares in EC output. In both years, the lowest levels of investment
per employee occurred in Greece, the UK, Portugal and Spain, in
decreasing order.

More specific details on investment, in spinning and weaving
equipment, and for the world as a whole, are given in Chapter 7 below.
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4. EVOLUTION OF TRADE

4.1. EXTERNAL EC TRADE

Imports of textiles and clothing from outside the EC rose by over
2% in terms of tonnage in 1992 (nearly 3% for MFA categories). Exports
rose by 6% (3% for MFA categories). The ratio of exports to imports
improved for MFA textiles from 77% to 78%, while that for MFA clothing
remained unchanged at 18%.

In terms of ECUs, the balance of trade improved for MFA textiles
(and remained strongly positive for the EC as a whole), while that for
clothing deteriorated slightly. Despite the slowdown of imports and the
moderate export recovery, the long-run tendency for the EC’s
international trade competitiveness to deteriorate remained.

IMPORTS AND EXPORTS - 1992

Imports of MFA textiles (excluding knitwear) rose by 1% in
tonnage terms in 1992, while exports rose by 3%. This was a moderate
improvement for the EC on 1991, when imports rose by 3% and exports
stagnated. The balance of trade improved, with the ratio of exports to
imports having risen from 77% to 78% in tonnage terms.

In value terms, there was a fall in imports and a rise in exports,
which caused the surplus in the trade balance to rise by 47% to 2,170
million ECUs (Table 4).

The rise in MFA clothing imports (including knitwear), in tonnage
terms, was 5% in 1992 - much below the rise in the previous year
(23%). Clothing exports rose by 5%, whereas they had risen only by 1%
in 1991. The balance of trade in clothing deteriorated slightly in tonnage
and value terms, but the export/import ratio remained unchanged at 18%
in terms of tonnage, and at 36% .in terms of value (Table 4).

Imports of man-made fibres changed little in 1992. Imports of
man-made fibres rose most into Spain (from a relatively low level), France
and ltaly.

Imports of total textiles and clothing (including non-MFA
categories, for example raw materials, man-made fibres and flax products)
from outside the EC rose by over 2% in terms of tonnage in 1992, while
exports rose by 6%. In tonnage terms, imports of total textiles and
clothing in 1992 were more than double exports.

13



There was a moderate rise in 1992 (3%) in MFA imports of
textiles and clothing from countries covered by the textile policy, while
imports from countries not covered by the policy hardly changed. Imports
from the five ‘dominant’ countries fell, whereas imports rose from PECOs
(substantially) and from ASEAN countries (Table 5). Trends in textiles and
clothing were similar.

Exports of man-made fibres changed little in 1992, but exports
rose for Ireland, Belgium/Luxembourg, France and Germany, but fell
steeply in Denmark, Spain, the Netherlands and the UK.

EC exports of MFA textiles and clothing to non-EC countries rose
by 3% in 1992. The decrease in exports to the USA, EFTA and Japan
was more than offset by a strong increase of exports to the rest of the
world (Table 6).

IMPORTS AND EXPORTS - RECENT TRENDS

Looking first at the period since 1988, MFA textile imports were
23% above their 1988 level in 1992. MFA textile exports were 9%
higher. MFA clothing imports were 65% above their 1988 level, while
clothing _exports were 22% higher (Tables 5 and 6). These figures,
together with those covering a greater period of time, suggest a long-term
deterioration in the international competitiveness of the EC textiles and
clothing industry.

Countries covered by the textile policy were the main suppliers
of textiles to the EC between 1988 and 1992. Indeed, they increased
their share of the import market for MFA textiles from 69% to 71%
during the period. The share of ASEAN and PECO countries rose, as did
that of China, but the share of the dominant countries fell (Table 5).

In the case of clothing, the countries covered by the textile
policy dominated imports: these countries’ share of the EC import market
for MFA clothing was 95% over the period. China, the PECO and the
ASEAN countries increased their share, but the share of the dominant
countries fell (Table 5).

As markets for EC exports of MFA textiles, EFTA countries and
the United States have been decreasing in importance since 1988. They
accounted for 33% of these exports in 1992, as compared with 38% in
1988. Japan has remained a relatively small market for the EC. Exports
of textiles to the rest of the world rose from 60% to nearly 65% over the
period (Table 6).
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As regards exports of MFA clothing, the majority of EC exports
go to EFTA countries, the USA and Japan, although the proportions going
to EFTA and the USA have fallen between 1988 and 1992. In the same
period, however, clothing exports to the rest of the world rose from 32%
to 45% of the EC total (Table 6).

EFTA countries still took as much as 48% of EC MFA clothing
exports in 1992 in tonnage terms. If the EFTA countries should become
members of the EC, then - on the basis of the 1992 figures - EC exports
of MFA clothing would be half of what they were in 1992.

Looking atimports from non-EC countries, and exports to non-EC
countries since 1985, figures for individual countries are in Tables 7 and
8. These show that the biggest increases in textile imports have been into
Spain, followed by Ireland and Greece. Imports of clothing have risen
greatly in the case of Spain (nearly fifty times their 1985 level), and
considerably in the cases of Portugal, Ireland and Greece. The largest
regional market for non-EC textiles and clothing is Germany, followed by
the UK.

Germany has seen the largest increase in exports of textiles,
followed by France and Belgium, but even Germany’s exports in 1992
were at only 32% above their 1985 level. Clothing exports rose most in
the case of Greece, followed by France. Exports of clothing from ltaly
have changed least since 1985. Germany is the largest exporter of both
textiles and clothing to non-EC countries, but in clothing Italy comes
second (Table 8).

The EC’s exports are in a higher price class than its imports. In
1992 the average value of textile imports into the EC was 5.6 ECUs per
kilo, and of clothing (including knitwear) was 17.1 ECUs. The average
export values, by contrast, were 8.6 ECUs for textiles and 33.8 ECUs for
clothing (Table 4). Since import and export prices for textiles and clothing
are set competitively, it seems clear that the EC’s exports of textiles and
(especially) clothing are in a higher quality class than its imports.
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4.2. INTERNAL EC TRADE

Trade in textiles and clothing among member states rose in 1992
by moderate rates (1.5% in textiles and 3% in clothing). On a more long-
term basis, there is evidence showing that trade within the EC has
increased faster than exports to non-EC countries and slower than
imports from outside the EC.

IMPORTS AND EXPORTS - 1992

Looking at trade developments between member states only,
both as regards imports and exports, it can be seen thatin 1992 imports
of textiles rose by 1.5%, while exports of textiles rose by 2.4%. For
clothing, the corresponding figures were of a rise in imports of less than
3%, but a rise in exports of 3.7% (Table 7 and 8).

The size of imports and exports, among member states, may
diverge partly because of time-lags. In addition, goods may be imported
into the EC in semi-finished or finished form, and then traded within it.
Different classifications may apply in these cases.

The largest EC exporters of textiles to other EC countries were
(by decreasing order) Belgium, Germany, Italy and France, whereas in
clothing Italy, Portugal, Germany, the UK and the Netherlands were the
largest exporters in 1992.

For Spain and Portugal, the large increases in clothing imports
from other member states (as well as from outside the EC) have clearly
been connected with their accession to the European Community. Even
so, Spain and Portugal’s imports of clothing in 1992, from other EC
countries, represented only some 7% of the EC total, in volume terms.

As an exporter of clothing, however, Portugal alone accounted
in 1992 for over 15% of the volume of exports among member states
(Table 8).

IMPORTS AND EXPORTS - RECENT TRENDS

Comparing 1985 and 1992, it is clear that EC exports of MFA
textiles and clothing to other member states have risen faster than
exports to non-EC countries. Imports from other member states have
risen more slowly than imports from non-EC countries. This suggests that
EC firms are relying to an increasing extent on the EC internal market for
their sales.
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There have been big differences between 1985 and 1992 in the
trade of individual EC countries. As regards imports from other EC
countries, by far the biggest increases in textile imports have taken place
in the cases of Spain and Portugal. Intra-EC imports of clothing rose
greatly also in Spain and Portugal, with smaller increases in Greece and
Italy.

As regards exports, the biggest increases in textile exports,
compared with 1985, have been from Spain and the UK, followed by
Portugal, Belgium, France and Ireland. For clothing, Denmark has had the
greatest increase in exports (possibly because of re-exports of non-EC
goods), followed by Ireland, the UK and Portugal. In 1992 Italian exports
of clothing to other EC countries were scarcely above their 1985 level.

4.3. OUTWARD PROCESSING TRADE (OPT)

Total OPT clothing imports into the EC, of every MFA category,
accounted in 1992 for some 10% of total EC imports of clothing, in
tonnage terms. This proportion has changed relatively little since 1989,
despite the fact that import quotas have been under-utilised and that
some major suppliers enjoy free access for their OPT exports to the EC.

During 1992, OPT imports of clothing into the EC rose by some
13%, as compared with 4% for direct imports. Recent trends suggest
that the distribution of OPT imports among member states may tend to
be more balanced in the future (at present Germany represents 62% of
the EC total), and that the weight of Eastern European countries (with the
exception of ex-Yugoslavia) will continue to increase.

OPT imports play an important role in the competitive strategy
of many EC firms in the clothing industry, especially for certain member
countries, although it represents only about 10% of the EC’s total
clothing imports (Tables 9 and 11). In the case of several clothing
categories {anoraks, jackets and shirts), OPT imports are now substantial
in relation to total EC production of those categories.

In 1992 OPT imports of clothing into the EC, from non-EC
countries, are estimated to have risen by some 13%, in tonnage terms,
following a rise of some 22% between 1990 and 1991. Direct imports of
clothing into the EC showed a greater contrast: they rose by 4% only in
1992, as compared with a rise of 23% in 1991 (Table 9).
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Germany is the biggest OPT importer into the EC (62% of the EC
total in 1992), followed by Benelux and France (Tables 9 and 11). Recent
trends suggest that relative positions may come closer in the future.
German OPT imports of clothing rose by 6% only in 1992, but OPT
clothing imports rose by higher proportions than this in Benelux, France,
Denmark and Italy. The Italian increase (170%) was by far the greatest,
but Italy started from a low base.

The principal QPT clothing exporters to the EC in the first 9
months of 1992 were Poland, ex-Yugoslavia, Hungary, Romania, Tunisia,
Morocco, the Czech and Slovak republics, and Turkey, in that order. In
previous years ex-Yugoslavia had been the biggest supplier, but in 1992
its OPT clothing exports to the EC are likely to have fallen by over 20%.
In contrast, there was a substantial rise in OPT imports from other
Eastern European countries, in the first 9 months of 1992 , such as
Bulgaria (90%), the Czech and Slovak republics (43%), Romania (32%)
and Poland (15%) (Table 12).

Germany has traditionally dealt mainly with ex-Yugoslavia and
Eastern Europe for OPT, and France with Morocco and Tunisia, although
recently both France and Italy have drawn heavily on Eastern Europe. It
is tempting to attribute the relatively small rise in German OPT imports to
the disruption in ex-Yugoslavia, one of Germany’s largest OPT partners.
It should however be noted that German direct imports of clothing (from
within the EC as well as from outside) - which were over eight times as
greatin 1992 as its OPT imports - fell between 1991 and 1992 by some
4%.

OPT imports from major suppliers, especially from Mediterranean
countries, represent in some cases rather low percentages of total
clothing imports from those countries (Table 10). This suggests that
some imports classified as direct may in fact be OPT imports.

There has been considerable under-utilisation of direct and OPT
quotas in recent years, most notably in the case of Eastern and Central
European countries. Although the available evidence (in Table 13) refers
to 1991, it can be argued that policy restrictions do not on the whole
represent a major obstacle to additional OPT clothing imports from
PECOs, or from Mediterranean countries with preferential arrangements.

OPT imports of textiles into the EC rose by some 31% in 1992,
compared with a rise in direct imports of textiles of some 1%. These OPT
imports accounted for only some 0.5% of total textile imports, suggesting
a low level of activity of EC textile firms in this area. However, the
quantity of OPT textile imports has nearly doubled in the last two years
(Tables 9 and 11).
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5. DEMAND FOR TEXTILE AND CLOTHING PRODUCTS

5.1. CONSUMPTION

Consumers’ textile and clothing expenditure fell in 1992. The
estimated apparent consumption of woven clothing in the EC fell slightly
in constant prices, as compared with 1991. There was a rise between
1990 and 1992 of about 2% in constant prices. The estimated apparent
consumption of the EC knitting industry fell in 1992. However, there was
a rise between 1990 and 1992, in constant prices, of about 7%.

In 1992, consumers’ textile and clothing expenditure in the EC
seemed likely to fall by 1.6%, after a slight growth in 1991. The
developments in Germany in 1990 and 1991, with high rates of growth
(7.4% and 6.8% respectively) owing to an increased demand in the five
Eastern Lander, came to an end in 1992. The countries in which
consumption was expected to decrease in 1992 were Germany (4%),
France (3%), Italy and the UK (0.5%).

Textiles and clothing account for a declining proportion of total
household expenditure, largely as a result of the normal tendency for
consumers to spend a smaller proportion on essentials as their income
rises. In addition, demand is likely to be price elastic, so that demand falls
off when relative prices rise.

The low growth of GNP in 1992 had, therefore, a substantial
effect on consumers’ expenditure on textiles and clothing.

In 1992 apparent consumption of knitted goods and woven
clothing fell slightly in constant prices, after a sizeable increase, especially
of knitted goods, in 1991.

This fall in apparent consumption led to a much smaller rise in
imports in 1992 than in 1991, especially of knitted goods.

Import penetrationin 1992 (i.e. imports divided by consumption)
was 35% for the knitting industry and 21% for woven clothing (Table
15). Import penetration was higher than in either 1990 or 1991.

Actual consumption in the EC is unlikely to have changed as
much, especially in 1990-91, as the figures indicate. This is because
there were almost certainly stock increases in the knitting and clothing
industries in 1991 (OETH Bulletin No.1, January 1993). Stocks of semi-
finished goods in particular may have been built up, possibly with the
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impending Single Market in mind. There was however apparently little
change in stocks between 1991 and 1992.

Producer prices for clothing rose by 3% in 1992, as compared
with 3.4% for consumer prices for clothing. For manufacturing as a
whole, producer prices rose by 1.8%, and the general index of consumer
prices by 3.6% (Tables 16 and 17). Producer and consumer prices for
clothing therefore moved together more closely than for manufacturing
as a whole.

Import prices for clothing remained virtually unchanged between
1991 and 1992 (while those for textiles fell) (Table 4). Taken together,
the figures suggest that consumer prices for clothing moved roughly in
line with producer prices, even though import prices were unchanged.

By end-uses, there were considerable differences in the evolution
of demand in 1992.

In clothing, which covers about 50% of consumption, there was
a substantial decrease in demand for woven garments in polyamide and
cotton. This was not much compensated by a slight growth in knitwear
(mainly in wool and acrylic) and wool woven garments.

The demand for home textiles remained at a strong level for
carpets and floor coverings, despite a slackening in building activity.
Otherwise, demand appeared to be poor, especially for household textiles.

On the other hand, the demand for technical textiles continued
to increase (mainly in continuous yarns), but with smaller growth than in
previous years, for example in non-woven fabrics. Some exceptions
occurred in uses such as the car industry.

5.2 RETAIL SALES - CLOTHING, FOOTWEAR AND LEATHER
GOODS

In line with the evolution of demand, retail sales of clothing fell
in the EC as a whole in 1992, after little change between 1990 and
1991. The fall in sales in 1992 affected all the largest countries in the
EC.

For the EC as a whole, the volume of retail sales of clothing,
footwear and leather goods fell by 5.3% in 1992, following virtually no
change between 1990 and 1991. There were appreciable percentage falls
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in sales in 1992 in Germany, France, Italy, Denmark, and Luxembourg.
There were small increases in Belgium and Greece (Table 18).

Retail sales indices by seasons (summer = March - August of
the same year; winter = September - February, of the following year)
indicate a very different pattern across Community countries (Table 18).

EC retail sales, in the summer season of 1992, fell by 3.5%,
compared with the same period the previous year. This was mainly due
to falls in retail sales in Germany and France (6%). There was at the same
time a modest rise in retail sales in Belgium and Greece and the UK.

EC retail sales of clothing in the winter season of 1991/92,
remained unchanged, compared with the winter season of 1990/91.
There were increases in retail sales in all countries but France, the UK,
Belgium and Luxembourg.

Longer term trends in sales are shown on the Graphs. It can be
seen that, for the EC as a whole, sales were flat from 1988 to 1990,
increased early in 1990 and were sustained until mid-1991, before falling.
Sales in Germany (West) rose sharply in 1990 and 1991, following
reunification, but fell off after mid-1991. In France, retail sales have been
flat since 1988, while in the UK sales were flat between 1988 and
1989, but began to fall as early as 1990.

Some structural data for retail sales of clothing is available for a
limited number of countries, but only for the period 1985 to 1990. As
regards the number of retail enterprises, the most striking change was a
reported rise of 35% in the number of clothing enterprises in Spain
between 1988 and 1990. In 1990 Spain apparently had 70% more
clothing enterprises than Germany (Eurostat’s data bank MERCURE).

There was a rise of 46% in the number of employees in retail
clothing enterprises in Spain between 1988 and 1990. Even so, Germany
had 75% more employees than Spain in 1990.

The average number of employees per retail clothing enterprise
was 1.9 for Spain in 1990, but 5.8 per enterprise for Germany. For
France in 1989 the average was approximately 2.7.
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6. COMPETITIVITY OF THE EC CLOTHING AND TEXTILE
INDUSTRIES

6.1. PRODUCTIVITY

Output per employee is higher in manufacturing as a whole than
in textiles, and higher in textiles than in clothing. Between 1991 and
1992, output per employee rose faster in textiles and clothing than in
manufacturing. In individual countries, high output per employee and high
investment per employee tend to go together.

A partial measure of productivity is value added per employee.
This is not a full measure of productivity, since this would also take into
account inputs of capital and other factors of production. Unfortunately,
reliable and comparable figures for capital employed are not available.
There are however figures for investment in the textile industry by
country, and these can be used to give an indication of inputs of capital
in recent years.

In manufacturing industry as a whole, value added per head in
1991, at 1985 prices, was 36,200 ECUs. In 1992 it was 4% higher. This
is for firms employing 20 or more employees (Table 14).

For textiles (including knitting), value added per employee in
1991, for firms employing more than 20 employees, was 24,400 ECUs,
at constant 1985 prices. This was one-third less than the average for
manufacturing as a whole. In 1992 value added per employee in textiles
was 4.5% higher than in 1991 - a better performance than in
manufacturing.

For clothing, value added per employee in 1991 was 17,200
ECUs only, at 1985 prices. This was well below the figure for textiles,
and it reflects the less capital-intensive nature of the clothing industry. In
1992 value added per employee in clothing was apparently 11% higher
than in 1991 - which would suggest extremely high substitution of capital
for labour.

Value added per employee differs from country to country in the
EC. For textiles, output per employee was highest in Belgium, Germany
and France, with Italy and Denmark not far behind. Partial figures suggest
high productivity in the Netherlands. Output per employee was
appreciably lower than in these countries in the UK and Greece, and
lowest of all in Portugal (forthcoming OETH report on structural data).
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These differences do not necessarily indicate differences in total
productivity between individual EC countries. The figures take no
account, for example, of inputs of factors other than labour, such as
capital. They also take no account of the global quality of output in the
different countries, a concept encompassing speed and reliability of
delivery, modern design and innovative materials, besides strict quality of
the final product.

There appears to be a strong correlation between the rankings
of countries in terms, respectively, of output and investment per
employee (see 3.3). This confirms the importance of investment in
physical capital in raising average labour productivity. Differences
between countries are very considerable: Belgian textile firms invested as
much as 5.5 times per employee as Spanish firms in 1991. But these
differences do not translate into the relative importance of each country
as a producer. The UK, for instance, which has the fourth largest EC
textile industry, has been a poor investor. Portugal, another low investor,
has increased its share of EC output of textiles and clothing since 1985.

In order fully to assess competitiveness, it is necessary to take
into consideration, in addition to total productivity, factor costs as well
as other features of the business environment which affect costs. The
relation of prices to costs, and hence profitability, is of course relevant
also.

As far as productivity is concerned, unfavourable productivity
can be offset by cost advantages, in the form of lower wages, transport
costs etc. Data on labour costs (and also working hours) suggest that
important differences in these respects remain among member states.

6.2. LABOUR COSTS

Labour cost comparisons are available for spinning and weaving
in 1991 (OETH Factual Report 1990/91, Chapter 7.2 and Tables 18-20).
These show that, in terms of US dollars, Denmark was the highest cost
EC country, followed by the Netherlands, Belgium and Italy, in that order.
Portugal and Greece had the lowest costs in the EC. In Asia, however,
labour costs in countries such as China, India, Pakistan and Sri Lanka
were far below the Portuguese level.
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7. TEXTILE MACHINERY TRENDS

The textile machinery market showed mixed trends in 1992.
There was a severe fall in shipments of short-staple (cotton) spindles, to
all areas except the former Comecon countries. In contrast, there was an
overall increase in shipments of long-staple {(wool) spindles, including an
increase to the EC.

In weaving, there was an overall increase in shipments of
shuttle-less looms, but deliveries to the EC fell substantially.

Asia has the largest installed capacity in spinning and weaving
machinery, except for open-ended rotors and shuttle-less looms, where
the leading position is held by the former Comecon countries. The relative
positions were not changed in 1992, since Asia was by far the largest
destination for all types of textile machinery, except for open-ended
rotors.

SPINNING

Shipments of short-staple {cotton) spindles in 1992 totalled 3.4
million. This was 26% less than in 1991. The fall in the previous year had
been 8%. Nearly 60% of the shipments were to Asia and Oceania, but
this was 36% down on 1991. Shipments were well down also to Africa,
North America, the European Community (by 33%), and EFTA. On the
other hand, shipments to the former Comecon countries were up by 34%,
which reinforced their position as the countries with the second largest
installed capacity, next to Asia (Table 19).

Shipments of long-staple (wool) spindles in 1992 were up by 6%
in 1991, after a fall of 20% the previous year. Much of this investment
in long-staple spindles was for use in knitwear. Shipments in 1992 were
up in North America (by a multiple of 8), Asia (by 32%), the EC (by
26%), and South America. They were down in Africa and the former
Comecon countries. Asia took 46% of total shipments in 1992,
suggesting a move in strategy towards knitwear. The EC took 24%, and
was the next largest market. Asia continues to have the largest installed
capacity, closely followed by the EC.

The world market for open-ended rotors fell by 9% in 1992,
after a fall of 30% the previous year. This was the lowest level since
1975. There were higher shipments in 1992 to Africa, North America (by
a multiple of 2), and the EC (by 12%), but lower shipments to Asia and
also to the former Comecon countries (a fall of over 50%). North America
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displaced the former Comecon countries as the largest market in 1992,
but the latter countries continued to have much the largest installed
capacity of open-ended rotors.

WEAVING

In 1992, 59,000 shuttle-less looms were shipped (as compared
with 7,000 looms with shuttles), an increase of 7% on 1991. Deliveries
to Asia rose by 7%. They rose also to North America, and to the former
Comecon countries. They fell to the EC (by 18%) and to Africa. Asia
represented over 60% of shipments, followed by the former Comecon
countries, with shipments of 20%. The former Comecon countries had
the largest installed capacity, followed by Asia (Table 20).

Of the shuttle-less looms shipped in 1992, some 50% of the
total were rapier looms, 29% water-jet, and 20% air-jet. Compared with
1991, there was an increase in shipments of rapier and water-jet looms,
but a decrease in shipments of air-jet looms.

The water-jet market was dominated by Asia, which was also
the largest market for the other types of shuttle-less looms. Water-jet
looms are used mainly for weaving filament man-made fibres for industrial
purposes. Japan, which is strong in man-made fibres, is the principal
market for water-jet looms.

For rapier looms, however, the former Comecon countries were
nearly as large a market as Asia.

As judged by the percentage share of 1983-92 shipments of
open-ended rotors, in relation to 1991 installed capacity, the EFTA
countries, the EC and North America have (in decreasing order) the most
modern spinning equipment. In shuttle-less looms, however, the leading
modernising area has been Asia, followed by the EC and other Western
European countries.

As a whole, the performance of the EC textile industry in
restructuring its production equipment compares favourably with that of
its competitors.
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8. SPECIAL TOPIC: EASTERN EUROPE AND THE FORMER
SOVIET UNION

8.1. THE ECONOMIC BACKGROUND

During 1992 the main aim of economic policy in Central and
Eastern Europe, and also in the former Soviet Union, was control of
inflation and accumulation of foreign exchange reserves. In the Central
and East European countries inflation fell, and the balance of payments
on current account improved. Within the rouble zone, however,
macroeconomic stabilisation largely failed. Therecession deepened further
in all these countries, especially the former Soviet Union.

CENTRAL AND EASTERN EUROPE

Real GDP in Central and Eastern Europe (excluding the former
Soviet Union) fell in 1992 by about 5%. A tightening of credit caused a
fall in output and employment. Both fixed investment and consumption
fell further, but there was a sharp increase in exports to OECD countries.

During the course of 1992, industrial output stabilised in
Czechoslovakia and Hungary, and picked up considerably in Poland. Trade
between these countries started expanding, after reaching a low point in
1991. Real GDP in these countries seems likely to increase in 1993.

Inflation as a whole fell from close to 90% in 1991 to about
60% in 1992. The external current account was buoyant, especially in
Czechoslovakia and Hungary, and these countries accumulated
considerable stocks of foreign currency.

The most striking reform in 1992 was probably Czechoslovakia’s
implementation of mass privatisation. The government offered vouchers
to all adult citizens at a nominal price, and about one-third of all state-
owned assets have so far been put up for sale.

Privatisation has been slower in other countries. Hungary has
privatised 16-17% of previously state-owned business property. In
Poland large scale privatisation has been slow, but the new government,
which took office in July 1992, has speeded up the privatisation process.
There has also been progress on small scale privatisation. The sale of
shops and other businesses has been particularly active in Poland and
Czechoslovakia.
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Official government estimates suggest that the private sector has
now risen to about 45% in Poland and more than one-third in Hungary.

THE FORMER SOVIET UNION

The situation in the former Soviet Union has developed far less
well. Soon after the formal break-up of the Soviet Union in December
1991, all the former member republics embarked - with varying degrees
of commitment - on the transition to a market economy. The results have
been generally disappointing. There has been a deep recession, while
fiscal and monetary policies have been largely out of control. Little
progress has been made with structural reforms.

Russia and the Baltic States have been among the most
committed to radical change, while a slower approach has been taken by
several other republics, including, until recently, Ukraine.

Output fell steeply in most republics in 1992. In the Soviet Union
as a whole real NMP fell by about 20%, and investment activity fell in
most republics by 40-50%.

In contrast to the countries of Central and Eastern Europe, most
former Soviet republics saw a further fall in exports in 1992. The fall in
production reduced the availability of goods, and led governments to
check the outflow of resources to other countries. At the same time,
currency restraints led to a steep fall in imports from the hard currency
area.

Inflation escalated in 1992, as a result of price liberalisation and
loose credit policies. Consumer prices multiplied 23 times in Russia and
26 times in the Ukraine. Prices also rose greatly in other republics.

Structural reforms have moved slowly. The main achievements
so far have been the liberalisation of prices and the establishment of the
right of private entities to engage in economic activity. However, the
private sector is thin, and is faced with heavy financial and bureaucratic
obstacles. The inflow of private capital has been small - although the laws
on foreign direct investment have been liberalised - and has concentrated
mainly on the extraction of minerals.

The short-term prospects look poor for most of the republics.
Output s likely to decline further. Other republics will suffer from Russia’s
plans to reduce energy shipments to them, and to move prices closer to
world levels. There are few signs of financial stabilisation to break the
inflationary spiral.
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8.2. TEXTILES AND CLOTHING

Output of textiles and clothing fell in general throughout Eastern
and Central Europe, and also the former Soviet Union, during 1992. A fall
in exports and imports also occurred. These movements in trade and
production were related to the breakdown in the former Comecon trading
system.

In all the countries of Central and Eastern Europe, their light and
heavy industries have suffered from the breakdown of the Comecon
system. This has affected trade - and hence production - in textiles and
clothing. There has been a switch to trade being conducted on a hard
currency basis and, as a consequence, trade between themselves, and
with the former Soviet Union, has been severely affected. Attempts have
been made to turn to markets in Western Europe, but so far with limited
success.

There was a deficit in the EC balance of trade in MFA textiles
and clothing products with PECOs, both in value (nearly 800 million
ECUs) and in volume terms (50 thousand tonnes). Most interesting is the
case of Poland where there was a surplus of EC exports of some 14.5
thousand tonnes. At the same time, Poland accounted for over 20% of
the EC deficit (in value terms), in trade in MFA textiles and clothing, with
PECOs.

EC imports from PECOs, were in a higher price class than the EC
average. In 1992 the average value of MFA textiles and clothing imports
into the EC was 10.4 ECU per kilo, and for imports from PECOs it was
12.4 ECU per kilo. The most expensive of the PECOs were goods
imported from Poland with 16.4 ECU per kilo.

EC exports to PECOs were in a lower price class than the EC
average. In 1992 the average value of MFA textiles and clothing exports
from the EC was 12.2 ECU per kilo, and for exports to PECOs it was
11.6 ECU per kilo. The most expensive were goods exported to Romania
with 13.1 ECU per kilo (Table 23).

HUNGARY, POLAND, CZECH AND SLOVAK REPUBLICS

In Hungary the output of the textile industry was not very
different in 1980 and 1985, but in 1990 textile output was well below
the 1985 level. In clothing, output in 1985 was generally rather below
the 1980 level, but in 1990 it was much lower. By 1992 the position had
worsened further. The output of light industry fell by 24% during the first
half of 1992 (in constant prices), compared with the first half of 1991.
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There was a drop of 34% in the output of the textile sector, with a steep
fall in all types of fabric (Table 21). There was a fall of 12% in the output
of the clothing sector, but an increase in the production of women’s
coats and men’s suits. Exports of textiles fell by 32% and of clothing by
8%.

A Chinese company acquired an apparel factory in Hungary in
1992, the first large-scale Chinese acquisition in the country. An
American company and a Hungarian bank made an offer for a large
knitwear enterprise, which had been unable to build up sufficient business
to compensate for its loss of the former Soviet market. Production was
due to start up again in January 1993. Coats Viyella has entered into a
joint venture with a Hungarian cotton spinning company, for production
at a factory which Coats Viyella owned before nationalisation.

In Poland the output of the textile sector fell on average in 1992,
after a steep fall in 1991, but there was growth in the output of chemical
fibres, cotton yarns, silk fabrics and curtains (Table 22). Clothing output
rose by 12% during the year, although knitwear production fell by 30%.
Poland’s industry has been much geared to internal demand, but it has
recently increased its OPT exports of clothing (Table 12).

The Polish Ministry of Industry and Trade plans to restructure the
textile industry with a series of regional and sectoral programmes. Several
textile factories are being offered for privatisation, but in general the
textile sector has made large losses. The switch to jobbing contracts
(OPT) for the West throughout the apparel industry has led to mass
redundancies in the cotton, wool and linen sectors.

The most outdated sector in Poland is apparently that using man-
made fibres. A recent report by the Boston Consulting Group is negative
about prospects for the cotton industry, but argues that woven fabrics
will remain competitive in the short-term, despite low productivity,
because of low wage costs. The woollen industry needs drastic
regrouping, but after this the sector has good prospects. The knitwear
and hosiery sector is well equipped, and is seen as the most competitive.

In the Czech and Slovak republics the growth in jobbing
contracts (OPT) for Western firms helped stabilise production in the
industry in 1992. Recently OPT exports of clothing to the EC have
increased considerably (Table 12). Output in most sectors fell steeply
after the collapse of the Eastern market, and then stabilised at about 60-
65% of 1991 levels for the second half of the year. The industry faced
a crisis, however, caused by the collapse of the enterprise to enterprise
payment system. The certainty of payment makes Western co-operation
especially attractive to Czech producers.
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An Italian company is said to be interested in taking shares in the
Svikon apparel enterprise. An Italian company already has a majority
share in the Perla shirt-producing enterprise, which has started working
on contract for Western producers. Some of the cotton cloth is locally
produced, by firms such as Cottex, which exports most of its cloth for
making up abroad. Cottex is however planning ways to regain a share of
the Soviet market for its textiles and apparel, since it believes that the
Western apparel market is limited.

Textile, clothing and leather enterprises have proved to be
among the more popular investments in the first phase of voucher
privatisation. Many of the issues were heavily oversubscribed.

According to Comitextil, there was a drop in output in all sectors
of the textile industry (including knitwear) in 1992, except for an increase
in the output of the silk industry. Exports of textile products in 1992 fell
by some 8%. Exports of silk and wool products rose, however, on
account of increased exports to the EC and other advanced countries.

The numerous problems in the republics, which caused a fall in
home-market as well as export sales, led to a fall in investment in the
textile industry of over 40% in 1992.

RUSSIA AND THE FORMER SOVIET UNION

In Russia the output of woven cloth and knitted articles did not
change appreciably over the period 1980 to 1991 (Table 24). More
recently, the output of light industry changed little between 1990 and
1991, while textile output fell slightly and clothing output rose. In 1992,
however, there was a drop in production of most light industry goods.

In 1992 the output of textiles and footwear was 16% below the
1990 level. Production in the weaving, hosiery and knitwear sectors fell
by between 16% and 47%, in 1992, mainly owing to shortages of
Russian and imported materials (Table 24). Output of chemical fibres fell
by 14% and of dyes by 33%. Production of wool fell by over 11%.
Exports of cotton cloth were down over the year.

Sales of consumer textile products fell by around 50% in Russia
in 1992, as consumers switched more of their reduced real incomes to
food. Imports of textiles decreased substantially - by 56% for cotton
cloth, 29% for knitted apparel and 17% for other apparel (Table 24).

Attempts to increase the output of textile equipment by placing
contracts with demilitarised defence engineering factories produced few
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results during the year. The overall output of spinning and weaving
machinery fell by almost a third.

Figures are available for the production of cloth, knitted articles
and hosiery, by r li f the former Soviet Union (Table 26), for both
1980 and 1990. In the first two categories, output in the Soviet Union
as a whole appears to have risen by some 19% between the two years.
It rose by 29% for hosiery. More interesting is the fact that Russia
appeared to account for some 66% of cloth production in 1990, but only
for some 40% of the production of knitted articles and of hosiery. The
second largest producer in all cases was the Ukraine.

The greatest rate of increase in the production of cloth between
1980 and 1990 occurred in Moldova, followed by Uzbekistan (a much
larger producer). In knitted articles, the greatest rate of increase was in
Turkmenistan, followed by Tadjikistan, but the rates of increase were less
in these cases. Turkmenistan showed the greatest rate of increase in
hosiery also, followed by Uzbekistan and Kyrgyzstan.
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9. TABLES AND GRAPHS
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TABLE &

EC: Imports of Textiles and Clothing
(1988-1992)
(000 tonnes) OETH
Countries of Year All MFA MFA (*)
origin T+C T+C T C
3011 Extra-EC 1988 5,000 2,349 1,532 817
1991 5,755 3,154 1,867 1,287
1992 5,895 3,241 1,889 1,352
3071 Countries not 1988 1,616 522 478 44
covered by 1991 1,651 611 546 65
textile policy 1992 1,631 618 553 65
3064 Countries covered 1988 3,383 1,826 1,053 773
by textile policy 1991 4,105 2,543 1,321 1,222
1992 4,264 2,623 1,336 1,287
3072 Countries with 1988 493 382 222 160
arrangements 1991 660 511 241 270
1992 613 515 215 300
o.w. Turkey 1988 308 237 159 78
1991 406 279 155 124
1_992 340 268 128 140
3070 (+736) Countries with 1988 2,225 1,341 754 587
an agreement 1991 2,691 1,876 986 890
) 1992 2,631 1,877 999 878
o.w. PECO 1988 221 133 77 56
1991 278 190 97 93
1992 332 237 119 118
9002 o.w. dominant 1988 691 552 229 323
countries 1991 802 661 256 405
1992 736 608 234 374
720 o.w. China 1988 293 188 99 89
1991 390 305 125 180
1992 387 305 127 178
9055 o.w. ASEAN 1988 235 173 87 86
1991 381 310 151 159
1992 410 349 184 165

Source: EUROSTAT; DB DG IlI: Textiles.

Dominant countries: Taiwan, China, Hong Kong, South Korea, and Macao.
PECO: Poland, Czech and Slovak Rep., Hungary, Romania, and Bulgaria.
ASEAN: Indonesia, Malaysia, Philippines, Singapore, and Thailand.

(*): T = Textiles (excl. knitwear), C = Clothing (incl. knitwear).
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TABLE 11

Imp.drtance of OPT trade in total trade 1989-1992

CETH

(TONNES) EC GERMANY

1989 1990 1991 1992  92/91 (%) ! 1989 1990 1991 1992  92/91 (%)
IMPORTS
Clothing
Total Imports 878,225 1,044,294 1,287,002 1,352,066 51| 532,000 632,756 793,585 771,127 -2.8
OPT Imports 80,758 96,987 118,074 133,826 13.3 50,672 61,459 77,725 82,527 6.2
Share of OPT (%) 9.2 9.3 9.2 9.9 9.5 9.7 9.8 10.7
Textiles
Total Imports 1,605,440 1,812,623 1,866,992 1,887,362 1.11 1,084,305 1,243,687 1,347,072 1,332,419 -1.1
OPT Imports 4,515 5,727 8,102 10,626 31.2 2,467 3,844 6,086 7,323 20.3
Share of OPT (%) 0.3 0.3 04 0.6 0.2 0.3 0.5 0.5
EXPORTS
Clothing
Total Exports 228,845 234,251 235992 247,694 5.0/ 106,411 116,966 129,445 134,086 36
OPT Exports 12,164 14,320 18,072 21,763 20.4 6,058 7,314 9,334 9,376 04
Share of OPT (%) 5.3 6.1 7.7 8.8 5.7 6.3 7.2 7.0
Textiles
Total Exports 1,403,505 1,428,524 1,427,464 1,469,340 2.9( 1,211,158 1,217,667 1,262,423 1,289,327 2.1
OPT Exports 86,193 102,809 122,734 139,187 134 55,966 67,462 83,587 92,409 10.6
Share of OPT (%) 6.1 7.2 8.6 9.5 4.6 5.5 6.6 7.2

Source: Eurostat; DB DG lII: Textiles; OPT imports are based on Regime 3 in the databank.

Note: EC trade is with Extra-EC countries, Germany's trade is with Intra and Extra-EC countries.




TABLE 12

EC: OPT imports of MFA Clothing by source country 1991-(1-9)/92 OETH
1-9/92 1991

Change (%)

Rank in 1-9/92 Rank in 91| OPT Imports (%) of total OPT Imports (%) of total 92*/91

(tonnes) (tonnes) *estimate

Extra-EC 93,851 100.00 118,091 100.00 6.0
1. Poland 2 20,919 22.29 24,271 20.55 149
2. Ex-Yugoslavia 1 16,564 17.65 28,043 23.75 -21.2
3. Hungary 3 10,438 11.12 13,399 11.35 39
4. Romania 6 8,806 9.38 8,891 7.53 321
5. Tunisia 5 7,666 8.17 9,342 7.91 94
6. Morocco 4 7,416 7.90 9,716 8.23 18
7. Czech & Slovak Rep. 7 7,311 7.79 6,824 5.78 428
8. Turkey 8 3,354 3.57 5,054 428 -11.5
9. Bulgaria 11 2,837 3.02 1,992 1.69 89.9
10.China 9 1,707 1.82 2,704 2.29 -15.8
11.8r Lanka 10 1,555 1.66 2,274 1.93 8.8
12.C.1.8. 14 691 0.74 5§70 0.48 61.6
13.Hong-Kong 13 586 0.62 725 0.61 78
14.Malta 12 510 0.54 840 0.71 -19.0
15.Indonesia 19 464 0.49 299 0.25 106.9
16.Vietnam 28 439 0.47 69 0.06 748.3
17.Austria 18 410 0.44 299 0.25 82.8
18.South Korea 15 367 0.39 531 0.45 -7.8
19.Philippines 17 285 0.30 370 0.31 2.7
20.North Korea 20 229 0.24 249 0.21 226
Other 1,297 1.38 1,629 1.38 "-20.4

SOURCE: EUROSTAT; DB DGlII: Textiles; OPT imports are based on Regime 3 in the data bank.




'senss| SNOLEA - *O"3 8yj Jo |euinor [epP0 ‘(jueq ejep ey) uj ¢ ew|Bey uo peseq ete spodwi 1 4O) selxel :|119A 84 -1YLSOHN3T :30HN0S
*g "jed u| }deoxe ‘L 661 Ul }Sixe jou pip sejonb 93 1 JO ‘BisiuN} puB 09900 104 (Z)

sejond (1dO + 1oeuq) Jo % e se spoduw| (14O +0eaq) (1)

‘ejonb | 4O ue Jou Joelip e Jeyjleu :syuelg

seuuo} uo , \(siied o) sedeld 9O UO peseq :8)oN

--spodwi Joelip uo peseq Ajuo (9% ) elojeiey) ‘sjsixe ejonb joeuip Ajuo :psuijiepun ejeqg

$}104-}68100 ‘8}88100 "98
v. b'Zy 6'09 (») Buiylop etysnpul g/W 9L
se.ql "yjuAs jo 'siybli "0L
9'/9 seqIsselg ‘L€
se|quesue B sIns /M ‘62
sHUNS O/M “LZ
G'69 8'Gl b've VA2 sesselp /M 97
rA 4" 98y veL 9'Ge sMIusIyBIU 8/W "2
662 s)eloue ‘seyled ‘|z
0'6¢ 8°/G 0’68 sieze|q ‘syexoel g/ "L}
02l 9/¢ L0€ e €62 sins g/ ‘94
L0l 9'8y 612 1S 6'29 599 S}BCOIBAC UBAOM O/M 'S}
L0l 5 4 AL 9'6Z $}B0210A0 UBAOM G/W Vi
£18 L'€C 0ze €.S sjeliq ‘sjuediepun ‘¢l
G'96 G'GE €69 1A% 869 sjybi} g esoy-Aued z|
€L €99 6'99 0Ll 668 ¥'09 ¥°99 SMIYS 8/ '8
698 A 08¢ FATA> G'GE Z'G6 888N0Iq O/M "L
v'18 8y "oy 9'sH Ay 89 188 * S}I0Ys '818SNOJ} UGAOM ‘9
8001 226 9've 6Ly 8'G/ 6€9 629 sieao||nd ‘shesier °g
L'101 L'€9 v'0g 6Ly £6v A% 4 sMIys-L ‘SHIUS ‘¥
(1) (9) (s) v) (€) 4] (1)
ARNL vidvoing VINVWOX AYVONNH "d3Y MVAOIS aNviod VIAVISOONA ‘18D V4N
aNV H23Z9 -X3
_ {2) semunoa | 40 ulew wouy seuabejed y4 pelosjes
H130 A (1) (%) NOLLVSITLLN V1OND - SLHOdWI TVY.LO01 03 1661

€l 318avl



Ajuo seekojdwe (Z UBY) ©JOW Y)IM SULIl} UO peseq ejeq -
eokojdwe Jod s)s00 10jo€} )8 PEPPE ONjBA SB PeuLep si AjAonpold -

‘310N

"H130 'va3Q :304N0Ss

011 Ve TLb 'S 92z S Sy 5'62 ¥ve ve | re Tee

(%) (%) (%) (%)

16/26 2661 1661 16126 2661 1661 16/26 Z661 1661 16126 Z661 1661
€Sy JOVN SSY+EY FOVN gy 3OVN

AYLSNANI ONIHLOT0

AYLISNANI FLX3L

AYLSNANI ONI-INLOVANNVYIA

H130

(ea@Aojdwe Jed NO3 000)

(2661 - L661) AuAgonpord

- (001=5861) seaud juesuco

vlL 319vl



(21 eiqel) Buwyioo 1oy saoud Jewnsuod Buisn ‘seoud juejsuod uj uoidwnsuoo juasedde uo paseg :(,)

"H130 -vg3Q :eanog

01~ A L~ 69 () (%) abueyd jenuuy
v'T 9L o'l G'el (%) @bueyg jenuuy
9e2'08 18€'8. 258'2L 0£0'8Z 865'LC 9L€'ve uopdwnsuo) juaseddy
1°€01 268'9 289'9 121'9 1°G0L L8Y'Y 892"y 0£E'y suodx3
L'86 vLY'9L ¥89'91 182'€l €0LL 968'6 896'8 99/°9 mrons,_ |
£'¢0l 590 6.£'89 86.'G9 8°86 12922 868'2C 088°12 , :o_s._ien_
16/26 2661 1661 0661 16/26 2661 1661 0661
(¥SP+€SP FOVN) Buiyio|d uarom (9ev IDVN) Ausnpu| Bumiuy)
{seoud uaund ‘NO3F uoljjiw)
H130 (z661- 0661)

- BuyloD usaom g Ansnpuy Bunpuy ay) jo uondwnsuo) jusseddy 93

Gl 319vl




TABLE 16

‘Indices of Producer Prices

OETH
o National Currencies

{1985 = 100) :

TEXTILES CLOTHING MANUFACTURING

(NACE 43) (CODE 459)
Country Dec. 1990 Dec. 1991 Dec. 1992 | Dec. 1990 Dec. 1991 Dec. 1992 | Dec. 1990 Dec. 1991 Dec. 1992
Belgium 924 92.0 90.5 113.5 116.8 119.3 95.1 93.7 93.2
Denmark 113.0 115.0 113.0 1171 1221 1231 108.9 110.3 107.7
Germany (West) 102.7 104.1 105.3 111.0 113.3 116.1 104.5 106.4 107.5
Greece 179.1 187.4 203.9 219.8 254.4 285.8 204.0 230.0 2624
Spain 106.2 107.7 108.4 134.3 141.6 148.6 111.9 1124 113.8
France 104.0 104.2 103.4 118.2 121.9 123.5 110.5 110.1 109.7
Ireland 115.7 116.6 117.1 - - - 114.5 116.4 118.9
Italy 117.3 117.7 118.9 121.4 127.0 1202 121.7 123.6 126.8
Luxembourg - - - - - - 96.4 94.6 94.1
The Netherlands 103.0 104.9 106.0 110.2 114.1 114.2 97.3 99.6 99.5
Portugal 225.7 - - - - - - - -
U.K. 125.0 129.2 132.4 122.7 128.5 133.0 123.8 126.4 130.6
EC 1144 115.9 1174 122.6 127.8 131.6 114.0 115.6 117.7

SOURCE: EUROSTAT

Indices of Producer Prices - December 1992
Textiles, Clothing & Manufacturing (1985=100)
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TABLE 17

Indices of Consumer Prices OETH
National Currencies
{1985 = 100)
CLOTHING GENERAL

Country Dec. 1990 Dec. 1991 Dec. 1992 | Dec. 1990 Dec. 1991 Dec. 1992
Belgium 128.3 133.5 136.7 112.6 115.7 118.5
Denmark 129.9 133.6 134.3 1225 125.3 127.2
Germany (West) 108.3 111.3 114.1 108.1 112.6 116.8
Greece 280.0 319.3 362.6 2459 290.1 331.7
Spain 1494 157.0 165.4 140.5 148.4 156.3
France 125.3 129.0 131.0 117.9 121.6 124.0
Ireland 112.5 114.7 115.2 118.7 122.9 125.9
Italy 141.3 149.1 166.5 1354 143.7 150.3
Luxembourg 117.7 122.8 127.6 111.2 1141 117.4
The Netherlands 95.3 94.5 93.5 105.4 110.6 113.8
Portugal 217.2 243.0 267.3 179.6 195.5 2121
U.K. 121.8 125.1 123.6 137.3 143.4 147.1
EC 128.1 133.5 138.0 125.6 131.6 136.4

SOURCE: EUROSTAT

NOTE: Estimates are in bold.

Indices of Consumer Prices - December 1992
Clothing & General (1985=100)
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TABLE 18

S Retall Sales Index: Clothing, Footwear & Leather goods {NACE 645/646) OETH
1985 = 100 ‘ ' ]
B DK D() | GR F IRL 1 (*") L NL UK EC
ANNUAL
1990 114.2 814 1109 879, 1018 1125| 104.3| 1074 118.8) 111.7
1991 108.8 840, 1177 86.2] 101.6; 114.3| 105.6| 104.7; 1259 116.2| 1116
1992 110.2 819 1118 86.9 85.2| 1125 99.3 944| 1259, 1154 105.7
SEASON
Winter 89/90 112.2 835, 110.2 964 107.7| 1158 114.5 126.1
Winter 90/91 116.4 85.7, 121.6 91.3| 106.8| 120.6| 113.8f 1105 122.6
Winter 91/92 1144 874, 1242 92.9| 106.0| 121.3| 118.8| 1074| 130.7| 1202 116.9
Summer 90 108.8 78.3| 103.2 83.5 96.8| 106.2 100.5 113.8
Summer 91 105.8 80.8| 1 1-2.2 82.9 97.6| 107.2 95.3| 100.7; 123.5| 110.7| 107.0
Summer 92 109.3 77.8{ 105.5 855 91.8| 109.6 90.6f 122.0| 1112} 1033

NOTES:

130

‘SOURCE: EUROSTAT

GERMANY (West)

(**): Data only from enterprises with more than 9 wage and salary earners
Volume of retail sales, not seasonally adjusted. Seasons: Summer = (March - August), of the same year
(*): West Germany only

Winter = (September - February), of the following year
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Note: The index of retail sales iliustrated in the graphs is calculated as a 3 months moving average, based on seasonally adjusted data.
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TABLE 21

HUNGARY: Textiles & Clothing (1980-1992)

OETH

1980 1985 1990 Jan.-June Change (%)
1992 1992/91

TEXTILE INDUSTRY
Number of enterprises 52 67 240
Employees (000) 119.3 106.5 75.8
Production
Cotton yarn (000 tonnes) 67.4 64.6 59.1
Woollen yarn (000 tonnes) 26.3 24.7 16.5
Cotton fabrics (mil m?) 3321 309.7 220.5 554 -37.9
Woollen fabrics (mil m?) 427 36.1 20.3 4.2 -41.1
Sllk fabrics (& silk types) (mil m?) 57.0 59.4 27.8 10.1 -33.3
CLOTHING INDUSTRY
Number of enterprises 125 139 437
Employees (000) 77.7 66.1 57.3
Production (000 pieces)
Men's suits 1,850.0 1,236.0 726.0 423.0 1.7
Men's jackets 793.0 1,177.0 1,320.0
Men's trousers 4,227.0 3,826.0 2,904.0
Women's coats 2,126.0 1,529.0 752.0 539.0 93.1
Costumes & dresses 9,242.0 8,793.0 5,608.0 1500.0 -25.4
Boys' & girls' apparel 25,166.0 21,864.0 6,789.0
Knitted outerwear (000 pieces) 5,600.0 -6.3
Knitted underwear (000 pieces) 12,500.0 -15.1
SOURCE: Hungarian Industry & Trade (1980-1990), Ministry of Industry & Trade, 1991; EIU, September 1992

TABLE 22

POLAND: Textiles & Clothing (1985-1992) OETH

Change (%)

1985 1990 1991 1992 1992/91

Cotton yarn (000 t) 184 127.0 73.2 76.1 4.0
Woollen yarn (000 t) 84.2 55.0 375 33.9 -9.5
Linen yarn (000 t) 30.1 14.9 9.5

Chemical fibres (000 t) 105.7 111.0 5.0
Cotton cloth (m metres) 831 428.0 286.2 241.0 -15.8
Woollen cloth (m metres) 105 64.7 44.3 337 -24.0
Linen cloth (m metres) 82 35.5 26.6

Silk fabrics (m metres) 137 88.3 65.5 67.1 25
Carpets & rugs (m sq metres) 11.6 10.0 7.3 7.1 -3.1
Curtains (m sq metres) 62.5 69.4 11.1
Knitwear (items-million) 335 153.4 114.3 80.5 -29.6

SOURCE: EIU, March 1993; Statistical Yearbook 1992, Warsaw.
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TABLE 24

RUSSIA OETH
- PRODUCTION (in volume)
1980 1991 1992 92/91 (%)

Cloth (mil m?) 7,538 7,608 5,064 -33
O.W.

cotton 5,336 5,296 3,287 -38
woollen 517 386 276 -28
linen & jute 533 477 - -
silk 969 948 731 -23
Hosiery (mil pairs) 668 742 624 -16
o.W.

children's 211 270 201 -26
Knitted articles (mil pieceé) 671 682 458 -33
o.W.

children's 346 341 185 -47

- IMPORTS (in volume/value)
1992 92/91 (%)

Cotton cloth (mil m?) 27 -56
Knitted articles (m $) 561 .29
Clothing (m §) 758 -17

SOURCE: Statistical Yearbook of the Russian Federation, 1992; EIU, March 1993.
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10.

USERS’ NOTES

1.

data not available

2. All references to NACE refer to NACE 1970.

3. BRANCH DEFINITIONS

NACE 1
NACE 2

NACE 3

NACE 4
NACE 26
NACE 43

NACE 431
NACE 432
NACE 433
NACE 434
NACE 435
NACE 436
NACE 437
NACE 438
NACE 439
NACE 453
NACE 454
NACE 455
NACE 456
CODE 459

NACE 645 + 646

Manufacturing industry = NACE 1,2,3 and 4 {(except
NACE {11),(120.1),(120.3),{13),{151),{(16),(21) and (23))

- Energy and water

- Extraction and processing of non-energy producing
minerals and derived products; chemical industry

-  Metal manufacture; mechanical, electrical and
instrument engineering

- Other manufacturing industries

- Man-made fibres industry

- Textile industry = NACE 431, 432, 433,434, 435,
436, 437, 438, 439

- Wool industry

- Cotton industry

- Silk industry

- Flax, hemp and ramie

- Jute industry

- Kbnitting industry

- Textile finishing

- Carpets, linoleum and flow coverings

- Miscellaneous textile industries

- Ready-made clothing

- Bespoke tailoring

- Household textiles

- Furs and fur goods

- Clothing industry = NACE 453 + 454 + 456

- Retail sales - Clothing, footwear and leather goods

4. METHODOLOGICAL NOTES

Where figures for individual countries are not available, the EC totals have
been adjusted so as to be consistent from year to year

Value of exports and imports for EC total, is extra- EC trade only; for each
member state both extra- and intra- EC trade are included.

Estimates have been prepared for the OETH by Eurostat, and are published
on the responsibility of the OETH. ALL ESTIMATES ARE IN BOLD.

5. SOURCES

For the economic background, the following sources were used :

1. National Institute Economic Review (NIER), N°1/93, London, pp 27-54

2. Rapport Economique Annuel pour 1992, EC, DG |, March 1993, pp 1-

43

3. Annual Economic Review 1992, EBRD, London, pp 31-38

60



The OETH (L’'Observatoire Européen du Textile et de I’'Habillement) was founded in
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conditions of the textile and clothing sectors, especially of EC countries. It conducts
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Eurostat and its Working Groups.

The OETH is entirely financed by the European Commission.
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