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THE TEXTTILE INDUSTRY*

Introduction

Among the various sectors of manufacturing industry, ECLL has
focused special attention on textiles. As early as 1951 a study was
completed on the labour productivity of the cotton textile industry in
five countries of the region. 1/ In the study the various technical
factors affecting that branch of the textile industry were analysed.

On that occasion, perhaps for the first time in Latin America, systematic
calculations were made to measure the incidence of the differemt factors
(operation, type of equipment and mill size)in the level of productivity,
On the basis of a representative sample of mills, both old and up-to-
date, it was established that the existing low productivity levels could
be improved largely through changes in the present methods of work.

Subsequently, following the establishment of the Latin American
Free-Trade Area, textile manufacturers expressed interest in ascertaining
the position of the textile industry, on a comparative basis, in the
different countries of the region., Accordingly, ECLA embarked on a
project designed to examine the evolution of the industry and its
operating conditions, with a view to providing the background daba for
concerted action aimed at the liberalization of trade in textiles, So
far, studies have been published on the textile industry in Chile, Bragzil,
Colombia, Uruguay, Peru and Bolivia, 2/ and provisional versious of those
on Argentina, Ecuador and Venezuela are available, Based on direct
surveys, these studies present data on the inventory of machinery, ibs
degree of up~to-dateness and utilization, and on labour productivity and
the utilization of raw materials. The cost factors are also analyseid
with the object of determining the areas in which costs could be reduced,
The reports on Paraguay and Mexico are in course of preparation, and
these will complete the country studies. They will be followed by a
regional report on the textile industry in Latin America, which will
embody, on a comparative basis, the main findings of the earlier studies
and will project the probabvle future development of the textile industry
in the region, This report, together with the separate country studies,
could serve as the point of departure for action at both the national
and international level to solve the industry's problems mentioned in
the above reports. At the same time, the information provided - much
of which is being produced for the first time ~ will be useful to all
those concerned with the textile industry, By way of supplementing the
above-mentioned studies, a provisional document was prepared on the

# A preliminary Spanish version of this document was contained in a
report on the main sectors of industry in Iatin America (E/CN,12/718),
presented to ECLA's eleventh session in May 1965.

AN

Labour. productivity’ of the cotton textile industry in five latin'
Amcrican countrics {United Nations publication, Sales N° 1951-11.G.2).

la industria textil en América Iatina, I. Chile, ITI, Colombia,
IV, Uruguay, V., Perd, VI, Bolivia; arnd The textile industry in
latin America, IT, Brazil.

1w

/programing of
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programn.ng of the textile industry, 3/ and ancther on the econamies

of scale in thab sector. &/ I% ishoped im the futur:z o revise and
complete these studies in other respects, such as the selection of
techniques, 5/ which would also serve as background data for the
reorganization and structural reform of Latin America's textile industry.

A, BALANCE OF SUPELY AND DEMAND

1. Demand trends and level of domestic subnly

The bextile industry continues to be one of the major sectors of
Latin Americats mapufacturing industry as a whole, notwithstanding the
rapid growth of new ,manufazcturing activities which tend to reduce, in
relative terms, the propertion accourtted for by textilesi In the whole
region, the textile industry contributes nearly one sixth of the valus
of total manufacturing output, although the proportion differs widely
between one country and ancther in line with the industrialization and
import: substitution levels reached in respect of textiles. To give some
idea of the magnitudes noted,. “df;lCG it to say that the value of Latin
America'sftextile'praductlon in 1360 was estimated at the equivalent of
3,200 xillion dollars, In phy¢ical terms, the output, expressed in -
fibres, was about 800,000 tons, By 1944, assuming that past trends .
hare per31sted, these f:gnres should have reached some 3,700 million
dollars and 925,000 tons, ruzp.ctively; but, according to the prOV1sional
data presented below, this aoes not, appear to have been the case, the
ustlmatea falling ellghtly short of those levels.

The apparent consxmptﬂon of textiles during 196@ has tasn ca_quated
at gbout 900,000 tons; hernce, demestic production suppiled }'avtlually
90 per cdent of -demand. . This proporticn has remained rolatively stuvle
during the last few years, foéloW1ng a gradual increase 1n the early
post=wazr period, '

The level of self-supply is higher in cotton products, the average

for Lahin America being over 90 per cent and in certain countries,

such -as Argentina, Brazil, Chile, Colombia and Mexico, it is virtually
100 per cent. In the case of wool, the domestic output of the Latin
Amevican courntries as a whole also exceeds 90 per cent of consumptlon,
but there are marked disparities between the various countries, Thus,
for example, Argentzna, Brazil and Uruguay cover their total consumer
needs, whereas Colombia, Ecuador and Venezuela supply only a limited

3/ Elementos de una metodologia‘para 1a programacidn sectorial da . :
industrias tradicionales: la industria textil (STfECIAEGONF.ll/L.2l).

4/  Bconomfas de escala en la industria textil (ST/ECLA/CONF.ll/L.ZU).
5/ Selection of techniques and manpower absorption (ST/ECLA/CONF.11/L.3).

./pfoportion of
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proportion of them, Self-svfficiency is lower in artificial fibres, with
production supplying an average of 70 per cent of consumption, and lower
stil) in synthetic fibres wnese votal production fliuciouates around

50 per cent of apparent consumption.

It should be noted that in tlie fifties the increcase in the consumption
~ and, consequently, in the producstion of textiles — was very slow, barely
keeping up with the population growth, with the result that per capita

. congumption remaired practically stationary. It has been observed, too,
that the relative prices of textiles tend to be high ead that, in the face
of a fairly marked price elasbticity, this circumstance has helped to curdb
concumption,

This stagration is even more significant if Latin America is compared

with other developing regions, in all of which per capita consumption

srared betuween 1950 and 1940 (see table 1),

In Iatin America per cepita consumption expanded by only 2.5 per
cert during the period under review, as against 72.7 per cent, 130,7 per
cent and 2l.4 per cent in the Mi’de East, the Far Bast and Africa,
respactivaly, Western and Easteru Lurope also mads noteworthy progress,
considering the consumption ievels elready attained in those areas. Only
North America, where the level of consumption is four times that of Latin
America, foliowed a downward trend, influenced by the structure of
consumption, which leaned towards lighter products and synthetic fibres,

The deterioration in Latin Americat!s relative position is evident
if it is considered that while the per capita consumption of A kz in
1950 was 2 per cemt above the world average of 3.9 kg, the 1960 level of
he1 kg brought the region 19 psr cent below the average, which hzd rlsen
to 5.1 kg per head during the decads,

The trends described above persisted during the early sixbies.
Thus, -between 1960 and 1962 the region's total consumption increased by
barely 3.5 per cent, and production by 4.5 per cent over the same pericd,
Howerer, from 1963 omwards a more favourable trend is discernible in certain
cowtries, with the notable exception of Brazil where, according to
provisional information, there seems to have been a levelling-out, or even
a drop, in production which would tend to offset for the region as a
whole the advances made by other countries. Although the statistics
avallable are as yet incomplete, certain partial indicators reflect this
chenges For example, Argentina whose industry was affected by the economic
depression experienced by that country in 1962 and 1963, recorded an
inorease in 1964 of 29 per cent in the oubput of its colton sector and
8C per cent in that of artificial and synthetic fibres with respect to 1963.

Mexicols textile production, after being at a standstill since 1959,
began to recover in 1962, and in 1963 it made rapid strides, attaining a
growth of 7 per cert in cotton textiles and 35 per cent in artificial and
synthetic fibres in the course of two years. The data for Chile indicate
that in this country, too, production expanded rapidly following several

/Table L
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Table 1
PLRR CAPITA CONSUMPTION OF THELTILES
(Index: 1950 = 100}

. 1950 1960
Area : {kilogrammes)
North America 100 91.7
Oceania 100 100,0
Western Europe 100 129.2
BEastern Europe and USSR 100 02,3
Latin America 100 102.5
Middle East 200 172.7
Far BEast 100 230.7
Africa ' 100 121.4
World 100 129,3
Latin America as & percentage :

of the world average 102.0 8e.9

Source: ECLA, La_industris textil en Américs latina,
I, Chile, ITT. Colowbia. IV, Uruguay, V. Peri,
Vi, Belivia, and The textile industry in Iabtin
Ameraca; I1, Brazil; the studies on Argentina,
Venezuela, Ecuador, Paraguay and Mexico are in
course of preparaltion,

/years of
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years of stagnation, an increase of over 20 per cent being recorded between
1961 and 1963, though partly offset by a drop of 6 per cent in 1964, In Peru
and Venezuela production pursued its rising trend, as a result of larger-
scale import suostitution rather than of an increase in conswption,

The improvement indicated sbove, besides constituting a recovery
from the low growth rate attaine’ in previous years, was no doubi also
iifluenzed by the recent innovaticns - already a feature of the textile
irfustry in the highly industrialized countries -, especially as regards
the inbtroduction of synbhetic filres and products consisting of mixtures
¢f these fibres.

The stagnation of consumption is largely attributable to the
relatively high prices of textiles compared with other consumer goodss
Thus, a survey of consumer expenditure in nineteen Latin American
countries &/ showed that a proportionally higher sum was spent on a given
sample of textile products than on other consumer goods in Argentina,
Bolivia, Brazil, Chile, Ecuador, Paraguay, Peru and Uruguay, and relatively
less in Colombia, Mexico and those countries which are largely textile
importers particularly Central & erica and the Caribbean. This caleulation
wasg aryivaed abt by equating the currencies at the parity exchange rate and
obtaining thas proportion of total consumer expenditure absorbed by textiles.
It was concluded that the first three courtries mentioned spent approximately
20 per cenb more than that proportion on the sample of textiles concerned,
and Peru and Uruguay over 30 per zent more. Colombia, which spends
28 per cent less than the proportion of total consumer expenditure
earmarked for textiles, correspondingly records the largest consumption growth
of textiles, which shows an evident price elasticity. In cother words,
in Argentina, Brazil, and other countries where textiles are Ydear”, an
equivalent monetary unlt will purchase less than a proportional cuartity
of textiles, but more than a proportional quantity of foodstuffs or other
consumer items, Conversely, in Colombia it will purchase more textiles,
but less food and housing,

2s Structure of consumption

. The bulk of conesumption, in physical terms, is composed of cotton
preduets, which accourt for nearly three-guarters of the total volume,
F.vever, wool products - even if in physical terms they constitute less
tuan 10 per cent of total consvmption - are more important than this
percentage appears to indicate, because of their higher unit value compared
with cotton products, The balance of the consumption of textiles consists
of the artificial and synthetic fibres group, which has made most headway

&/ ECLA A measurement of_grice levels and the purchasing power of
-currencies in lLatin Amerlca, 1260-1262 62 (B/CN.12/653 )0

/in recent
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in recent years, Table 2 shows tle consumption trends followed by the
various fibres and the latter's efvect on the structure of cansumption,

It will be seen that the relative importance of woel tsxtiles has declined
and that this loss is practically equal to the increase in the share of
gynthetic fibres. ‘

The trends towards a new stiructure of consumption are even more
manifes, if its composition is analysed not only by fibre bubt also in
terms of the fineness of the product and, lastly, of ccnsumer expeonditure.
Although complete data are not yet avallable for this type of analiysis,
it can nevertheless be affirmed that both production value and consumer
expenditure are inereasing faster than consumption, in terms of kllogrammes.
The tendency to make finer, and therefore lighter, products would have
the effest mair’y of reducing the weight consumed, in relative terms, but
of increasing the price per metre of fabric, Similarly, the steadily grow1ng
importance of synthetic fibres would tend to reduce tne weight consumed
as they are so light, but would give rise to a larger consumption, in
terms of metres, and a higher unit price per metre.

4 should’ not be forgotten that the introduction of new fibres and
products has a stimulating effect which, in fact, is reflected in the
above trends., It can safely be ascnmed that this effect will continue
for some time, inasimuch as - in comparison with the industrialized
countries - synthebic products still account for a modest share of Latin
Americals consumption. No slackening in the rate at which syrthetic fibres
are invading the market is . visualized for the time being, although it must
be borne in mind that once a certain level is reached the rate of increase
will be slower than at present, even though in absolute terms the
ircrements are larger.

Generally speaklng, it can be stated that the textile iundvetry is

erbarking on‘a new phase of its existence, which will perhaps mean a
ciructural reform toth of its market and of its operating conditions.

3. Preliminary demand projectiong

The foregoing considerations add a further element of uncertainty
to those inherent in any projection of future demand; therefore, the
following figures, which are subject to revision, s hould be taken purely
a3 indicstors of possible orders of magnitude. On the basis of a
consumption of 900,000 tons in 1960 and assuming that the recemt trends
will persist, it is estimated that consumption will reach some 1,250,000 tons
in 1970 and 1,500,000 tons by 1975, The trends showed that total consumption
increased by 3 6 per cent anmually, which is only slightly faster than
the population growth of 3 per cent, In monetary terms, consumption would
represent a value of the order of 6,000 million dollars (at 1960 factory
prices), on the assumption that the quality and composition of the
products remains unchanged. ' This is a minimum projection, therefore, since
the composition of consumption is evolving towards goods of a higher unit
value, which would raise the figure for the future value of production.

/Table 2
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Table 2

LATIN'AMERICA: EVOLUTION AND COMPOSITION OF CONSUMPTION

1955 —— 1960 1962
CGon—  Consump- Con~  Consump-— Cone Congump~
Type of textile sumpe biom as  sump- tion as  sump- tion 2sn
: a percenw a perce a percen-
tion ta@e of tion tqge cfn-tlon tage of
1ot al total total..
Cotton 100 75.3 114 75.8 118 76,2
inol 100 9.5 8l 7.1 7 6.3
iztifieial fibres 100 17.5 118 15,1 133 14.0
S.athetic fibres 100 0.6 401 2.0 L4 3.5
Total 100 100,0 113 00,0 117 100,0

4is stated previously, 10 per cent of consumption is at present
covered by imports and, if this proportlon is maintained in the future,
imports in 1975 would represent about 600 million dollars at market prices,7/
The magnitude involved and the fact that at the momert the bulk of these
imports are from outside the region, prompts the need to exanine these
prospects with a view to chamelling at least part of this trade into
intra-regionsl flows. In the cotton sector, most countries have achieved
almost complete self-sufficiency, and such countries as Venezuela which
still import considerable quantities are rapidly expanding their production
c¢apacity. Although the nroportion of imports of wool products is higher,
they are supplied in part by the region itself, which opens up possibilities
for intensifying this trade., The best opportunities for regional trade
as a result of import substitution lies in the field of artificial and .
synthetlc fibres, in vhich, particularly in the case of the latter, the
region is still heovily dependent upon imports,

This preliminary projection of demand will be revised later in the
- 1ight of the considerations on operating conditions and textile prices
a1d costs, They will deal with a dynamic instrument for stepping up
coi:sumption, through a programme for the modernization and reorganization

7/ - Textile imports between 1960 and 1962 averaged some 190 million dollars
annually, at c.i.f, prices, i.e., excluding the customs duties and other
costs which would allow this figure to be compared with the value of
domestice production., The total does not include Cuba, the Dominican
Republic and Haiti, which in 1963 recorded subgtantial imports, but
were gradually replacing them, especially Cuba, Jof the
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of the industry, This would bring about reductions in costs and prices
and the consequent expansion of consumplion, thereby affording an ample’
margin for specialization of preduction and intra~rogional trade.

B. OPERATING CONDITIONS

The move towards modernization and rationalization upon which Latin
soericats textile industry is just embarking and which took place in
Jarcpe after tre Second VWorld War, is consistent with the recognition
that existing conditions in this industry will bring it to a stardstill
unless drastic measures are taken to remedy them., Its stagnation was
reflected in the slow growih of consumption during the fifties, and
not until the early sixties did it seem to take a more favcurable turn,
vrecisely becsuse of the innpvations made, either in terms of preduchs
or technology,

- There is no doubt that one of the most pressing requirements of
Latin Americals textile industry is the rationalization of its structure
of production, inasmuch as the ouviput attained so far is far from
satisfactory, and is also far balow that which could in many cases be
obtaired with existirg EQU1meua;' In general, the data given below reveal
that, considering its degree ci up~to-dateness, the machinery is under-
utilized, both in terms of the total number of hours of operation and the
unit output obtained, Likewise. Jlabour productivity indexes are very
low, the main reasons being inz.ecuate training and the deficiznt
organization of entemprises. These factors, together with excessive
wastage of raw materisls and the dispersal of production owing to the
smallness of the market, raise costs over and above the limits which the
region could afford,

Defective operations, although largely attributable to the organization
of the enterprises concerned, are also influenced by the degres of up-to=
cateness of the available machinery. Accordingly, wherever there is a

ostantial amount of obsolete machinery internal reorganization must
bp acconpanied by a selective re-equipment which will enable satisfactory
wutputs to be obtained, Such a process of modernization should be in
keeping with certain technical and sconomic criteria within the context
of an investment policy which will be outlined below.

In suming up the following data relating to operating conditions,
four well-defined categories emerge which synthetize the position of the
eleven countries studied with reference to cotton and wool spinning .and
Wweaving mills,

The first relstes to a well=balanced situation with a high dsgree -
of up~to-dateness side by side with a high level of operating efficiency,
as reflected in the productivity levels concerned, . Few countries present
this ideal situwation3y only Colambia and Paraguay attain it in so far
as cotton spinning and wesving mills are concerned, and only Colombia
as regards wool spinniing.

/The second
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The second category includes those situations where a high degree
of up-to-dateness is not accompanied by a parallel efficiency, i.e., as
manifested in an adequate use of capital. This type of imbalance may
be corrected by organizational rhanges, without additional investment
in machinery. These characteristics of medium or low productivity despite
the existence of modern machinery were observed in cotion spinming and
weaving mills in Argentina, Chile, Uruguay and Venezuela, :

Countries maintaining an in’ermediate level of up~to-~dateness and
operating efficilency constitute a third category, in which both organizational
changes and re-equipment on a moderately intensive scale are recuired. This
situstion applies to wool spimming milis in ~rgentine, Brazil and keuvador,
wool wenving mills in Colombia ai4 Venszzuela, and cotion spirning mills in
acuador and Mexico,

The fourth and largest category covers situations where little of
the equipment is up~to—date and cperating efficiency is low, It includes
eight of the eleven countries studied and invelves one or more of the
processes considered: Argertina (wool weaving), Bolivia (cotton spinning,
ard wool spimning and weaving), Brazil (cotton spinning and weaving, and
weol weaving), Chile (wool spinring and wool weaving), Lcuador (cctton and
wool weaving), Me<ico (cotton weaving, and wool spiininc and werving), Peru
{(cotton and wool spirning and weaving), and Uruguay {vool spimming and weaving),
The size of this category shows how far obsolete equipment is responsible for
the level of output obtained in Tatin America and indicates the vast scale on
which re-equipment is required. Intensive re-eguipment will have to be
undertaken, combined with an equally intensive programme for reorganiziing
the industry and carrying out structural reforms.

Briefly, in virtually all the Latin American countries mcasures
are needed for reorganizing the industry and placing it on a sounder
footings. In some, these measures might suffice for certain pro:susses,
but in most countries they should be supported by a modernizabtion process
varying in intensity according to the circumstances of each case. It
would appear that the gituations requiring a modest degree of modernization
are relatively fewer than those where an intensive programme is needed,
and that the latter might facilitate a change in the structure of the
industry along lines which will increase its efficiency and strengthen
its competitive position in a future integrated regional market,

Below are a few brief comments on the main indicators relating to
operating conditions in a number of countries studied by ECLA, 8/ both
from the standpoint of the fibres processed - cotton and wool — and of
the process used, whether spinning or weaving, These data cover the
degree of up-to~dateness of the ecuipment, its utilization in relation to
the number of working hours, labour productivity and unit:output of
machinery. '

£/ See ECLA, La industria textil en émérica Latina, op. cit.

/In the
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In the a2bove-mentioned studies, the definition of an "up-to-date
machine takes into account its zg2, the degree of antomation, production
capacity and other technical Lrjferle, such as, size of spindles and
loom speed, This definition of "up~to-dateness" is also implicit in the
standards of unit cutput of machirery and labour productivity. The
standard adopted for ubilization was three daily shifts (two eight~hour
shifts and one six~hour night shift) in 300 working days a year,

‘i.e.; a total of 6,600 machines/hours per year. Labour productivity has
been defined as the »hysical output of one operator in one hour and, to
facilitate comparison between mills or between countries, the nomlnal
values noted are converted to, or weighted in terms of, and equivalent
product. 9/

4s a point of reference, a so~called "standard for Latin Americal
has been established, vhich is considered to be a feasible level under
prevailing Latin American conditions of manpower training, conventional
up-to-date machinery and available raw materials. It should be noted -
that this standard is far below tihe United States level of productivity
and considerably lower than Europe’so 10/

: Lastly, unit output, defined as the ratio between the physical
volume of output and the number of machine/hours required to achieve it,
slso relates to a standard for Laiin America consisting in the production
capac;ty of equipment regarded as modern. The figures, reduced to indexes
sr percentages, refer to the average for the industry in each of the '

rountlles studied, It should be borne in mind that these averages logically
conceal the variations from the mean in all coumtries, which is more
marked in some than in others. Accordingly, while the relative position
of the indicators concerned provides a preliminary assessmen: of the
situation in every country, an asnalysis of the peak level reacsed in

each will enable conclusions to be drawn in respect to both the coumtry's
actual potential and the competitive position of a specific group of
dynamic enterprises in the world market. The following figures relate

to different years (1960-~1963), since the surveys were carried out
successively, but this doss not significantly affect the results since
operating conditions did not alter much, nor was equipment replacement
effected on a massive scale.

For examples, cotton yarn is converted to yarn count Ne 18, and
cotton fabrics to a fabric with 2,000 picks per metre.

74

10/ The respeciive values of the standards are shown in the relevant
tables, They were based on conventional up-to-date .equipment,
i.e., that commonly available on the world market, without the
technological innovaticns that have emerged in recent years, some
of which are still in the experimental stages.

/l. Cotton
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1, Cotinp spinning mills

- Cotton spinning, as the basic process for the fibre most widely
consumed, also represents tha largest investment among the various branches
of the textile industry, and its operating conditions largely reflect
the state of the rest of the industry, It is therefore important to
determine how far the machinery - j,e,, spindles - installed in this
sector is up to date., Table 3 shows that five of the eleven couniries
considered have a high proportion - over 80 per cent = of modern machinery.
Ia three countries the machinery could be said to be fairly up~to-date,
and another three, where fewer than half the spindles are modern, have
a low level of up-to-dateness,

First place is taken by the fairly recently installed cotton spinning
mills in Venezusla, 98 per cent of whose spindles are modern, Next in
order are Uruguay and Colombia, where the percentage of up-to~date
equipment is also over 90 per cent, as shown in table 3. The countries
with the highest level of obsolescence include Brazil, where barely
20,8 per cent of the spindles ars modern, which places its cotton spinning
mills last among the countries considered; and Peru, which, like Brazil,
is in essence a country possessing plentiful cotton resources. While
establishment of this industry in the early phases of industrialization
was thus facilitated, it was not voroperly modernized at later stages.

» The output obtainable is ohviously dependent upon the existing degree
of up-to-dateness; hence, a comparison between the two variables weuld
provide an indication of the utilization of capital, which under Latin
American conditions is the factor in short supply.

If an examination is made of the output obtained, in tems of
productivity, it will be seen that productivity levels are lcw ia ssven
countries, medium in two,. and satisfactory in only two other couiiriss,
i.e., Colombia, whose average productivity is higher than the standard
for Latin America, and Paraguay, where the predominance of an important
a.:d well-managed enterprise strongly influences the over-all results,

7+ coptrast, the seven low-productivity countries fluctuate at around
121f the standard for Latin America, a far from satisfactory level since
t .e standard itself is not high, It will be seen from the foregoing
that, broadly speaking, productivity levels are inconsistent with the
degree of up~to-dateness, and it would be as well, therefore, Lo analyse
the relationship between the two factors in the different countries. Of
the five countries with a high level of up-to~dateness, only Colombia
has a correspondingly high level of productivity. The rest record
medium and even low productivity levels, such as Venszuela and Argentina
in the first instance, and Chile and Uruguay in the second. It can be
inferred, therefore, that except in the one equally balanced situation
as regards high levels of productivity and up-to-dateness, capital is
manifestly under-utilized; but this could be remedied if appropriate
action is taken to rationalize and reorganize the industry in the four
countries concerned,

/Table 3
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Table 3

INDEXES OF CP&RATING CONDITIONS IN COLTON ‘SPINNING MILLS

(L szcentages)
Up-te Product— Utiliza- Unit
Cowttry - dateness ivity - tion output

Y Y o/ &/

Standard for latin

Anerica 100,0 100 100,0 100
Venezuela 98,0 Th 87.6 g2
Uruguey 95.6 45 76,3 86
Colombia 90.6 127 104,56 8é
Argentina 87.7 66 56.1 86
Chile Bi.3 45 726 86
Mexico 65.2 79 92,9 63
Ecuador 60,1 53 65,0 68
Paraguay 573 83 90.7 93
Peru 31.3 55 72.0 8l
Bolivia 26,5 26 65.5 7
Brazil 20,8 46 85,3 b
United States 290
Burope . . 128

oo TR R

Scurce: ILCLA, Ia industrie textil en Am&rica Latina, I, Chile,
IT1,. Colembia, 1V. Vrueuay, V, Perd, VI, Boliving
and “he textile industry in Lotin fwericn, Il. Brrzils
the studies on Argenting, Vencsucls, Ecundor, Prraguey
and Moxdeco arc in coursc of proparation.

Note: “These ficures are subject to revision in the regional report
on the textile industry in Latin Americe,

Completely modern machinery = 100 per cent.
Grammes per man/hour; standard for Latin Americe = 4,300,
Utilization: 6,600 hours per year ¢ 100 per cent,

& e 1

Grammes per spindle/hour;' standard for Latin America = 22,

/The output
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The output of countries with reasorably modern equipnent - Ecuador,
Mexico nnd Paraguay — is genernlly consistent with the type of egquipment
available. Attention should be drawn, howcver, to the case of Hexico and
Paragury, wherc provisionnl date show that a rolatively high level of product-
ivity was attrined with only fairly up_tondmtu eguipcent; in other words the
productivity index is higher than the up-to-dateness index. Reorganization
can remedy only part of the defective oporations in these countries, some
degree of medernization being reguired, too, if optimum results =re to be
obteined. ILastly, the group of countrics with o low level of up-tu-dateness
compriscs Brazil, Bolivis ard Poru, whoss productivity levels arc equally
low, An incrinse in productiviity, unaccompenicd by the replacement of
cguipment, wotld have little chence of success in this group bocnuse of the
Limitations of the existing eguimment ond the cbseclots structure of
preduction. sccordingly, intensive re-ecquipment ond recrgenization
programmes ~re what 1s nceded in these cases,

To sum up, cotbon spinning presents a fairly discouraging picture
485 regards the sverage productivity obtained with existing equipment.
Fowever, the fact that one country - Colembia ~ has been able to match
a3d even exceed the standard for Labin America proves that this standard
v% arealistic target whose attaimment should not be beyond the reach of
¢ther countries. Another favoureable point comes to light if the optimum
productivity recorded in each country is considered separately, It will
then te seen that in practically all of them the productlvity of the
most successful mills is above the standard., The implications in this
fact for a rationalization poli'f are very clear and open up broad
prospects for an improvement in the textile industry's.operatinsg conditions.
Convercely, the preductivity levels Uf some enterprises are for below
the average for the country and, therefore, are orly a fraction of the
standard. This situation also Jeserves to be thoroughly examired, with
a view to offering practical solutilons to these enterprises wr.ich mighd
benefit the textile industry as a whole. The co-existence in e and the
same couniry of enterprises whose ratio of preductivity is 5 to L; 10 4o
1 and even 12 to 1, alsc raises the question as to how far ccots ars
influenced by mark 't forces and how far by instituticnal and cperational
factors, 1In other words, it would appear that the absence of real
competition enables less efficient concerns to survive, and that factors
having nothing to do with operatisn, such as the purchase of raw materials
during periods of inflstion or itheir importation at preferential exchunge
rates, bring benefits that make up for operaflng inefficiency.

The utilization of machinery in terms of the number of working
hours, on the basis of three shifts, fluctuates slightly between one
courtry and another, es a result of temporary conditions in some cases
and the degree of up-to-dateness of the machinery in cthers. Other
Iactors ere the organization of enterprises and their production policy
w:th respect to a third shift at night. A4s may be seen from table 3,
practically all countries work, on an average, at least two shifts in
notton spinning, but only Colombia has reached, and even exceeded, the
¢vandard of 6,600 hours per year, The countries with the highest level

Jof up-to~dateness
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of up-to-dateness are not necesssrily those which utilize their machinery
on the most inbensive scale; fhms, Brazil has a relsiively high
utilization index considering the oksolesecence of its equipment.,

The digparities between couniries are rot so marked in the unit
output of spindles, inasmuch as the machinery usua]]y operates according
to its degree of up-to—datensss, which determines its production capaciiy.
It should be pointed out, hcwever, that a high level of up-to-datenecss
of machinery, while also implying a larger production capacity, is mainly
reflected in a reduction in the rimber of operators reguired and a
consequent increase in labour produstivity. Thus, the disparities in
unit output between old and new machines are far less marked than the
difference in the number of operstors for those machines, Only in the
case of extreme equipment obsolescence, as in Brazil, is there a substantially
lower unit ow.put, &lsewhere, the recent installation of new equipment
and the necessary period of adjustment might temporarily result in
indexes lower than expected, as in the case of Venezuela,

2y Cotton weaving

The situation with respect to cotton weaving is. similar to that
noted in the case of cotton spinning mills in so far as up-to-dateness
of machinery is concerhed, In seven of the eleven countries considered,
over 80 per cent of the installed machinery is modern. This figure can
be regarded as satisfactory in'the case of weaving, whose operating and
organizational characteristics dre not strictly comparable with those of
spimning mills, since the procéss permits of the existence of small
- frequently semi-artisan - units for whose highly specialized output,
or very short production series, old equipment can be used. Table 4
indicates the relative percentags of up-~to-dateness, and again it will
be noted that Brazil takes last place with only 31.5 per cent of its
looms classified as modera. Peru is also once again at a disadvantage,
waich confirms that the two countries, both with a long tradition in the
~otton textile industry, have failed to take suitable action to modernize
it, in contrast to other countrles whose 1ndustries were establluhed
more recently, .

The cotton weaving oubput cbtained is also shown in table 4, as
well as the degres of up~to-dateness and productivity, Iabour
productivity in weaving falls far short of the standard adopted for
Latin America and, therefore, is of course much lower than the levels
attained in such courtries as the United States and Japan. The majority
of the Latin American countries -concerned show productivity indexes
of aboul one—ihlrd‘of the standard; only two - Peru and Paraguay - )
produce over 50 per cent ¢f the Standard, and only Colombia actually
exceeds it. The conclusions in this case are the same as for spinning,
in which Colombia was also the only country whose average productivity
exceeded the standard, There ars also even sharper. dlsparities between
the various weaving plents than in the case of spinning, the ratiocs
being 20 to 1 and even 30 to 1 between the lower and higher productivity

J/Table 4
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LATIN AMZRICA: INDEXES OF OPEALTING CONDITIONS IN COPTON WEAVING MILLS

{farosntagss)

Unit output

Cozntry Up-to--g}teness Pmdu;}ivity Util!.;;tinn g/
Stendard for Latin Amarica 100,0 100 100,0 100
Colombia 39.6 107 102.2 95
Venezuela 90.5 37 78.2 64
Argentine 89,0 33 57.1 55
Uruguay 88,2 31 73.1 67
Bplina 85.5 34 58.0 75
thile 82.5 ] 7041 8o
Paraguay 1.9 79 93:6 96
Mexise 51.7 k7 84,7 53
Eou-lor hel 22 5940 55
Peru Lh,1 54 60,0 81
Brez1l 3L.5 30 767 54
United S‘bataa- 289
Japan 112

‘Sourse: ECLs, la industrte textil en dwérioa Iatina, I. Chile, III. Colombia, TV, Uruguay, V. Pord,

VI. Bolivia, and The textile industry fu Latin Amerisa, I, Brazil; the studies on Argentina,

Venezuela, Ecuador, Paraguay and Mexico are in ccurse of preparation,

Note: These figures are subject to revision in the reglonal report on the textile industry in

Latin Amerioa.

& e g e

Completely moedern mechinery = 100 per oent.
Mstres per men/hour; standard for Latin America = 27,
U“hiliza.tiun: é,600 hours per year = 100 par cent.

Metres per loom/hour; standard for Latin America = 5,40,

Jmills.

However,
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mills. However, this Hrocess is Iiufluenced by the gnality and stage of
processing of the fabric, which is not usually as ew.crprises standardized
as cotton fabrics. Unlike conditions in gpinning m:..ls, the weaving

with the highest productivity fuil short of the standard, except of

course for Colcmbia and, possibly, Lrgentina.

If the uvp-~to~dateness of cciton weaving mills is compared with the
productivity atiained, the inefficiency of the process is clear, since
only two of the seven countries possessing highly up-towdate locms record
high productivity levels. These are Colombia, whose looms are nearly all
modern and are utilized intensively, achieving a higher than standard
productivity, and Paraguay which with an up-to—-dateness index cf 82 per
cent obtains a productivity ecual to 79 per cent of the standard. The
five remaining countries, 80-90 per cent of whose looms are modern, show
very low outpuls ranging between 30 and 40 per cent of the standard for
Latin America, Thus the under-utilization of capital is far greater than
in cotton spinning, and once again attention is drawn to Colombia, which
has shown that the standard productivity targets are feasible, Here, too,
as in the cotton spimning miils, emphasis is placed on the need for
large-scale co-ordinated action to rationalize production in order to
obtain outputs in keeping with the up~to-dateness of the machinery, This
category should include Airgentina, Bolivia, ;;/ Chile, Uruguay and Venezuela,
as inferred from the data in table L,

A second group of countries, consisting of Brazil, Ecuador, Mesxico
a1d Peru, has a low proportion of wp-to-date looms, and cutput is depenccut
tpon the particular type of machinery useds The productivity of Mexico
and Peru is higher than in most couriries possessing modern eguipment,
i.€., they make intensive use ol their capital within the iinits imposed
by the obsolescence of their machinery, The productivity of this group of
countries could be raised throupgh modernizotion of their ecuipmont, accomr?ni
by a progrremme of recrganizaltion.

The utilization of machinery is usually dependent upon its degree
of up-to-dateness, Colombia taking first place as regards both thege
indicators, That lowest level of utilization should be recorded by Argentina
is explained by the fact that the Argentine economy was in the throes of
a recession at the time of the survey on which the data are based. The

11/ 1In Bolivia, as distinct from other countries, the non-automatic
loom was considered up-to-date owing to the country's small market
and widely diversified production, which preclude obtaining all
the advaustages of automatic looms., Thus the comparison with the
productivity obtzinable by using automatic looms does not reflect
the utilization of capital in the same way as in other countries.

/percentages of
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percentages of utilization registered by the remaining countries represent
about two working shifts, I%t shoiuld be noted that in the Brazilian

weaving mills - as in spinning -~ the utilization of machinery is relatively
high considering the degree of loom obsolescence, Other countiyies with

a high level of obsclescence, such as Ecnador and Peru, show lower
utilization indexes than Brazil, although the degree of obsolescence

of their machinery is not as hizh,

The machinery unit output indexes are, in general, very low and
bear no relaticn to the up-to-cateness of the looms. This ¢ircumstance
is no coubt aittributable to the prevailing type of producticn which requires
frequent stoppage of the looms in order o change the products?® designs.
The smallness of the domestic markets is often a determining factor of
this type of operation, which has a clearly negative effect on the
utilization ol factors of production and, consequently, on production costs,

3. Yool spinning

The data available hltherto on wool spinning mills reveal that
such countries with a long wool Lradition as Argentina and Uruguay, and
on & lesser scale Chile and Permu. have a fairly obsolete inventory of
rmichinery, As shown in table 5, only about half the spindles in argentina and
Lcuguay can be considercd up to date; in Celombia, on the other hand, 84 per
* it of the wool spindies ars mrdern and it takes flrst place as regards
<egree of up-to~dateness, However, it is interesting to note from the
same table that utilization of this equipment is more intensive in Brazil,
and that Uruguay and Chile, with less modern machinery than Colombia,
nevertheless equal that country’s utilization indexes. The lowest degree
of utilization is recorded in Ecuador and Argentina, where th:z economic’
depression affected the wool sector mere seriously than the cotion sector.

Notwithstanding the depression in Argentina's wool sector, labour
productivity is maintained at 76 per cent of the stardard for Latin’
America, Colombia being the only country to exceed it, Uruguay comes
next with 63 per cent of the standard, although the data for that country
were alco inflvenced by the depression during which the survey was
conducted. The same applies to the unit output of machinery, in which
Colombia is followed by Uruguey and hrgentina, the remalnlng countries
failing to attain even half the standard.

To sum up, three situations are noted with respect to operating
conditions in wool spinning mills, Yirstly, a well-balanced situation
with high levels of efficiency and up-to~dateness, as in the case of
Colombla. Secondly, egually balanced degrees of up~to-dateness and
operating efficiency at an intermediate level, which can be said to apply
to Argentina, Brazil and Lecuador. This situvation implies the need for
re-eguipment and reorgenization on a reasonably intensive scale. The
third category comprises countries with az low proportion of modern
rachinery and egually unsatisfactory operating conditions. In these cases,

/Table 5
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Table §
LATIN AMERICA: TNDEXES OF OPEAWTING CONDITIONS IN WOOL SPINNING MILLS
(Foreenteges)

Country Up--to-;s;;anass Pmdu;}ivlty | Utili;tion Untt ;?tpht
Standard for Letin Amerdca 100,0 100 100.0 100
Calazbis ' | 8.4 103 ‘ th.7 72
Eoundor €4,0 3.0
Argentina £6.7 76 3549 _ 53
‘Brazil 51.9 Ly A5 Qz .
Chils k3.8 #1 67.0 32
Upoziay k0.5 63 66,3 55
Mxieco 37.0 o 52,3 Lk
Paru 27.3 53 60,0 Lk
Bolivia , 6.0 19 56,6 : i‘:‘

Sourcs: ECLA, la industrie teytil en américa L tina, 1o Chile, IIl. Colombias, IV. Uruguay, V., Feud
VI, Bolivie, and The fextile industry in Iatin Ameriea, JI, Brazil; the atudiens on Argentina,
Venezuela, Esuader, Paragusy end Mexieo are in oourss of preparation. ‘

Note: These figures are subjest o revision in the regionpal report on the toxtila induatry in
Latin Amerioa. ‘ '

&/ Completely modern machinery = 100 per sents
b/ Grammes per man/hour; standard for Latin Amerisa = 2,400,
o/ Utilization: 6,600 hours per year = 100 per aant,

4/ Grammes per spindle/hour; standard for Latin Americe = 52.5.

/vhich include
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which include Chile,AUruguay, Hexico, Peru and Bolivia, a highly
intensive re-equipment and reorganization prograrre would be requlred
if the industry is to agbttain setisfactory operational levels,

4o lool weaving

The level of up-to~datencss of wool looms in Iatin Amerdca is even
lower than that of spindles and, as in the cotton sector, reflects
the types of operation in the wool weaving mills. These are even
less satisfactory in the wool sector, in view of the high unit value
and fairly limited consumption of wool products. Table 6 shows the
up-to-dateness indexes for the various countries; Colcmbia, 75 per
cent of whose looms are modern, once again takes the lead, followed
by Venezuela which, thanks to the industry’s recent installation and
its facilities for purchasing eguipment, possesses comparatively
modern looms, These are operated intensively, Venezuela attaining
the highest utilization of all the cowrtries under review. At the
other end of the scale is Argentina, where the recession already
referred to caused a sharp recduction in the number of hours worked
per loom, The degree of up-tou-dateness of the looms is also one of
the lowest recorded,

The conditions described above are reflected too, in the levels
of output, Columbia end Venszuela attaining far higher productivity
levels than the rest of the countries concerned. In both countries
the relatively favourable productivity levels - compared with the
other countries, since they are still far below the standard — are
accompanied by similar unit output indexes per loom, By conbrast,
Peru and Uruguay, whose unit output is equal to that of Colombia and

Venezuela, attained only half the productivity levels of those
countries,

In wool weaving the low degree of up-towdricness observed in
near]y all countries is also reflected in their productivity levels,
which are the lowest attained in the four processes concerned - cotton
spinning and weaving, and wool spinning and weaving. However, there
is a fairly stable relationship between the outputs obtained and ths
degree of up-to-dateness of the machinery; hence, the former are
usually dependent upcn the limjtations of the egquipment. Therefore,
in order to obtain results more in keeping with future market
requirements and to be able to withstand more intensive competition,
reorganization will not guffice but will have to be accompanied by
a reasonable degres of modernization in Colombia and Venezuela, and
.ntensive modernizetion in Ecuador, Chile, Brazil, Argentina, Peru,
Uruguay, Mexico and Belivia,

/Table 6
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Table 6
LATIN AI“ERICA: INDEXES O QPELRATING CONDITIONS IN WOOL WRAVIRG MILLS
(Coxqentages) |
_‘.-7 Country Up---to;;a‘caness . Prodtrzg;lvity tili;;tion Unit ;tpu‘t
Ht.oadard for Lutin Ameriea 100.0 100 10,0 100
CGolombla 79,3 56 57,6 64
Venazuela 56,8 50 82,2 62
Epundor 50,8 10 38,0 17
thile Hs,p 29 58.0 56
Brezil 27,8 13 53.0 57
brgentina 26,0 27 26,6 55
Mexiao 25.3 18 k2.5 45
Peru 24,5 24 49,0 66
Urugusy 22, 26 50.3 62
Bolivia 5.9 ‘ 14 36,0 18

Source: ECLA, la industris textil en imérioce Lotina, I, Chide, III. Colombis, IV, Uruguoy, V. Ferd,
Vi, Bolivia, and The textile Tndustyry in Latin dmerica, II. Brazil; the studics «n Argentina,
Venezuela, Eocuador, Paraguey ond Mexloo sre in course of praperation,

Nc'«. These figures are subjest to revision in the reglanal report on the textile industry in
Latin America,

Completely mordern machinery = 100 per cent.
Matres per men/hour; stundavd for Latin dwerica = 7.00

Utilization: 6,600 hours per year = 100 per aenmt,

e e 1

Metwes per loom/hour; standsrd for latin hmerioa = 3.50,

/5; General
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5. Genercl cordibions

In addition to the lsbuir and mashinery factors, stress should
be laid on the influence of raw materinls on operating conditions,
Latin America has abundant rescurces of cotton and wool, but the
quality of the raw material eziijarkad for the domestic textile industry
often has flows which entail considerable wastege in the production
process, In Brazil, for examnle, the wastage in cotton spinning
averages 50 per cent more than what is considered normal, 12/ which
naturally makes the final product dearer. This also applies to wool
in several countries of the region,

The dlwversification of production is another negative feature
of cperation. The frequent changes in product design and type
Jposed by a limited market represent time lost for the machines
and are an additional factor influencing production costs. The small
mills are the most seriously affected by this situation, since it
has been proved that in weaving mills whose monthly output is below
100,000 square metres, the un‘% outnut declines in proportion to
the Increase in the number of Lems manufactured. As the number of
producis gradually increases to thirty, unit output drops progress—
ively until it is 25 per cent below the normal output obtained when
oilly about five items are manufretured, Unit ocutput falls by 45 per
cent with respect to its normal level when the range of products is
increased to over thirty. |

Lastly, brief mention shovld be made of the instituticnal
factors affecting operating conditions. These include the complex
and unstable nature of the official regulations adopted, whicl
distract the manufecturerts attention from the operatiocnal side
of the business and whose repercussions can be so far-reaching-
as to more than offset the benefits of efficient operations,

Another factor worth mentioning is the system for importing machinery
and spare parts, whose impact on the medernization and maintenance

of equipment is, in the last analysis, refleéted in the output
obtained,

i

12/ 21,4 per cent compared with the standard of 14 per cent.

/C. PRICES,
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Ce PRICHS, COSTS 4ND TARIFF FPROTECTION

As has been seen above, latin America's consumpltion of texbiles has
remained at a standstill owing Jargely to their reiatively high prices in
comparison with other consamer guvods. It has also been noted that, in
general, the industry's operating conditions are deficient and, Ly raising
producilon costs, resvlt in high prices at both the factory snd consumer
level. The coaperison in question provided useful criteria for explalm.ng
the weakness of demand for textiles in each individual country and in _
the region as a whole, An attempt is made below to compare textile prices
and costs in the various countries of the region, with the object of
gaining some idea of their competitive position in the event of the
establishment of a coumon markets Such a comparison is exceedingly complex
in view of the dissimilar nature of some of the textile products, accentuated
by the differer.ces in climate, besides the monetary problems at times when
both domestic price levels and exchange rates are changing swiftly, but
at a varying tempos Below are three types of comparisons which might shed
some light on the countries! relative position, though it should be borne
in mind that the data are not sirictly comparable and are sometimes
fragmentarys

1. Prices at the consumer level

The first couparison covers textile consumer prices in 1962, i.e.,
{ricluding the marketing margins of a selection of the most comparable
;roducts between one country and ancthere It also takes into account
both the free market and parity exchange rates, 13/ with the results
shown in table 7. An analysis of prices at the prevailing rates of
exchange highlights the favourable position of Colombia, whose prices
are substantially lower than thowse of other countries. XScuador takes
second place, possibly influenced by the unregistered textile imports
frem Celombia and the consequent need to maintain competitive pricess
Mexico follows, still in a considerably more advantegeous position than
the remaining countries, whose prices are progressively higher, ises,
more than twice as high as those of Colombia, Peru, Venezuela, Brazil

If the comparison is made at what have been assumed to be parity
exchange rates, the order of the countries is still virtually the same,
but the wide disparities noted in the comparison at the free exchange
rate are considerably reduced. Iven so, there are still marked differences,

13/ In countries where two or more exchange rates existed, the free
rate was related to that of other countries. The parity exchange
rate was defined as that equalling the general price levels of

the countries reviewed. See BECLA, A measurement of price levels
and the purchasing power of currencises in latin America, 1.930—-1962 5

QD e cits

/Table 7
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Table 7
LATIN AMERTCA: TEXTILE PRICES AT THE CONSUMER LEVEL

(Index: Celembia » 100)

At the free At the parity
market ewshange exshange rate
rate . June 1962
June- 1962 :

Argentina 1?5 182
Bolivia 183 160
Brazil 256 23 2
Chile 193 179
Colombla 100 ‘ 3,'99
Ecuador 128 ks
Mesdoa . ily 129
Pareguay 158 183
Peru 204 1y
Uruguay ' 274 212
Venazuels 213 124

T ey

Soureg:r FCLA, A measurer meamrenion’ ot' 8vals and the rrencies in
Lalin Amerdcn, 13--0-3 CN.].Z 53)e

Jout if
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but if the two extreme cases = Colombia, which retains first place in
this comparison too, and Brazil, in the last place - are not considered
the variation between the highest and the lowest prices will amount to
about 100 per cent. The most notable. changes,.if based on the parity
exchange rate, affect Argentina, which didops from fourth to eighth place,
and Venezuela, which climbs from ninth t6 second place.

2o Unit prices of inputs

.The second comparison relates to the unit prices of the two principal
inputs, raw material and labour, Wwhich together account for over 60 per
cent of the fabric's cost and more than 70 per cent of the cost of the
yarns This compariscn, expressed in terms of indexes, is based on the
local currency prices of the factors concerned, converted to dollars at
the exchange rate prevailing at the time of the survey. Since the latter
was not carried out simultaneously in the various counbries, it should
be noted that the figures are only relatively comparable, being presented
mainly for illustrative purposes, and subject to future revision. Table 8
swas v the findings which show the favourable position of Argentina and
Brszil. as regards cotton pricrg, and of Brazil, Bolivia, Ecuwnr and Chile
as regnrds leboure By contrust, Uruguay recorded the highect prices for
raw wehorials, as well as for labour, including soeial security contributions.

If Latin American prices are compared with those of the United States
and Japan, sharp disparities are evident with respect to United Stabtes
labour, whose remunseration is from twice to eight times the level paid in
Latin America, while in Japan wages are the same as in Brazil, Chile and
Perus £s regards raw materials, prices in the two countries mentioned
above are egual to ahbout the average for Latin America.

By combining tie two factors 'in guestion and weighting them according
to their relative importance in hypothetical production costs, it is
possible to calculate the hypothetical part-cost, relating to a structure
of standardized costs evaluated at the input prices of each individual
countrye The last column of table 8 contains an estimate of such costs
resulting only from the prices of these two inputs, which facilitates
an asseszsment of the various countries' potential comparstive advantagess
This comparison does nobt take imto account labour productivity or wastage
in the use of raw materials, i.e.; the efficiency of their utilization,
since that subject will be dealt with in the following section on real
costse Among the Latin American countries, the unit prices of these
inputs (raw materials and labour) indicate a clear advantage for Brazil,
followed by Bolivia, Argentina, Ecuador and Peru, while Colcmbia, Chile
and Uruguay register the highest pricess These data further reveal that
under identical operating conditions, raw material and labour costs could
amount to nearly half those obtaining in the United States. In fact, in
all the countries considered, except Uruguay, the hypothetical part-costs
are lower than in the United Statese Likewise, in several Latin American
countries, raw material and labour prices are lower than in Japan.

/Table 8
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- Pable B

UNIT PRICES OF THE PRINCIPAL INPUTS IN THE TEXTILS INDUSTRY

(Colombia priess @ 100)

Raw material Labour Hypothetioeal
Sector (1 keg) . {1 pnaz;/lwur) part=cast a/
(1} (2) (312(1)#(2)
Lobton
Argeritine, - Vel 108 il
Bolivia .93 39 7
Bragil a4 58 48
Chile 121 €5 pta ]
Calzbie 100 100 100
Esuador 104 51 85
Poru 91 Bo 8
vruglay 132 152 13
United States 99 11 175
Jepen 5 67 &
Hool
Argentina 59 §7~111 6811
Betivie & '35 o
Brazil 69-82 52 65-76
Chile 75~149 81 76=134
Colombls, 100 100 100
Eouador 178-183 4§ 148152
Pord 75 9 69
Uruguay 43 133 63
lhited Statee i '273 148

Sourges ECLA, La industrls textil en América latina, I. Chile, III, Colombia, IV, Urugusy,
Y. Peru, VI, Bolivia, and The textile industry in Latin Amerioa, II. Brazil: the
atudies on Argentina, Venerusla, Eouador, Pursguay and Mexicc are in qourse of
preparation. ‘

5/ The lmput prices in each country ars welghed In terms of a ltanﬂardind cost strusture
for a partioular fabric.
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In the wool sector, Uruguay has access to cheap raw material, an
advantage which is not offset by its high wage levels; hence it occupies
first place if the two factors are taken together. The same applies to
Argentina, as can be seen from table 8, which shows the position of the
various countries with respect to Colombiae. In certain cases, given
‘the types of wool manufacturing processes, several prices are recorded
.for both raw materials and labour, which are presented with the reservation
expressed above as regards their comrparability. In this sector, too,
most of the Latin American countries have potential comparative advantages
over the United States.

3« Production costs

The third type of comparison is based on current production costs
for a selected category of products, taking into account the cost of . -
raw material, including wastage, and labour costs in terms of wages and
productivity, both in the spinning and in the weaving industries. Since
the data come from the same source as those presented in table 8, it
chould once more be stressed that they must be interpreted as a first
attemph to provide indicators of approximate magnitudes. In all cases,
they rclate to the part-cost of raw material and labour.

Raw material has a preponderant incidence on costs in the spinning
industry, as is shevm in table 9, from which it can be geen that Argentina,
althoush its labour costs are twice as high as Colombia's nevertheless
produces yarn more cheaply, thanks to exceptionally low cotton pricess
In Brazil, too, the advantages enjoyed in respect of raw material offést
the low productivity which raises the cost of labour. Again with the
excepticn of Uruguay, cost differences are not very striking, in view of
the fact that the twu cosponents considered represent about 70 per cent
of total costs. Simiiarly, it must be pointed out that several Latin
Americen countries seem to be in a position to compete with the United
States and Japan (see again table 9).

In the cotton weaving industry Colambia takes‘first place; this bears
-out what has already been said in connexion with the prices paid for
textiles by the consumer. It is of interest to note the effort on
Colombia's part implied by its attaimment of this position, since - as
could be seen in the comparison of input prices — neither raw material
nor labour can posaibly be described as cheaps The Colombian industry
has achieved its present status rather by virtue of intensive utilization
of its rescurces, as was pointed out in the section of operational conditions.
In contrast, Argentina and Brazil have not taken full advantage of theirs,
particularly in the weaving industry, with the result that their production
costs are higher than those of Colombia, Chile and Uruguays In the last
two instances some influence is probably exerted by the rate of exchange.
In Uruguay's case, however, the difference is so great that even with a
more realistic exchange rate it has not been possible to approach the
cost levels prevailing in the other countries. Here again it is noteworthy

/Table 9
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Table 9
INDEX OF PARD-COSTS IN THE SPINNING AND WEAVING mnus_rm‘s

" {Costs in Colomdla 3 100)

p=

Cotton spimning Weaving industries
Country industry ‘

‘ c?tttlm . Wm';l
Avgertins. 85 123 82
Bolivia 103 110 150
Brazdl 88 110 101
Chile 13 139 208
Colombla 100 100 . 300
Peruy 100 112 12
Uruguay ) m 223 1%
Unitsd States ‘106 m 1238
Jagfea 92 39

Seurse: £CLA, le industria texiil en América Latine, I. Chile, IiI, Colombia,

1V, Uroguay, V. Per, VL, Bolivia, and The textile industry in Latin

America,

Ile Brazils the studies on Argentina, ¥enemwela, Ewmader,

i Paroguay and Mexlso ars in coursce ¢f preparation,

/that if
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that if the Latin American industry succeeded in improving the efficiency
of its operationael conditions, it would be able to'compete'with the
United States, and possibly with Jepane. For example, it is estimated
that Chile could reduce its cost by over 40 per cent, given the ideal
operational conditions envisaged.as the standard for Latin America, 14/
and that the potential decrsases in the case of Colombia and Brazil
would be 17 and 13 per: cent, respectivelys. Although this seems an
encouraging conclusion, it implies the appIICation of co~ordinated
measures to reslize thesg potentialities, since in existing conditions
there are no signs of such reductions being put into effect.

The data for the wool industry are much more fragmentary, besides
relating to an activity which is not characterized by standardized
products for mass consumptlon. Consegquently, over and above the
reservations already made in connexion with the cotton sector, it must . be
added that the figures for woven goods are less comparable than those for
cotton fabricse

Once more Colombia can be seen to register the lowest costs, despite
the fact that the prices it pays for its raw material are among the
highe % in the regiom. Argencina’s wool industry lost its vantage-
grourd between 196] and 1962, and its part-costs rose to & level 17 per
cerd. above the Colownpian indastryfs. Uruguay, with the leas® expensive
raw material, nevertheless shows higher costs than the coutries referred
t0, cwing to the disproportion between wage levels and productivity,
wiich means that labour costs are heavye. Costs in the wool industry are
lower in most of the Latin American -countries, than in the United States
{see again table 9).

o the Loz bvﬁing ohservations - formuwlated in brief outline, since
the que tion will Le anslysed in greater detail in the regional report en
the textile industry which ECIA is preparing ~ several conclusions can
be drawn as regards a future textils industry pollcy in Latin Americas In
the first place, it seems that the countries best endowed in respect of
manpower and/or rew material are not necessarily those where production
costs are lowest, and that this is due to the operational inefficiency of
the industry in most of the countries concerned. Secondly, the differences
in costs from one latin American country to ancther are apparently not
great enough to constitute zn obstacle to the liberalization of trade
in textiles, and could be reduced still further through the more efficient
utilization of the factors of production; thirdly, part-costs in both the
cobton and the wool sectors suggest that Latin aAmerica is in a position
to compete with industrialized countries and that the outlook for future
exports of these products is promising. But the potential cost advarntages
are often wiped out by high sales prices, partly attributable to unsatise-
factory marketing systems and to the deficiencies of the market itself.

14/ In respect of the up=to-dateness and performance of the machinery,
the selection and utilization of raw material, and the productivity
of manpowere

/1t should
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It should alse be noted that the differences registered in relation to
industrialized countries become greater if the prices rather than the
costs of the products in question are compared; in other words, the
margin between production costs and ex~factory prices is wider in the
Latin American industrye.

Le Tariff protection

Import duties on the products of the textile industry are extremely
high, both for intra-regional imports and for purchases from third
countries, since, with few exceptions, these goods are not yet accorded
preferential treatment in the existing Free-Trade Areas Furthermore,
quantitative restrictions are in force in a number of countries - for
example, Chile and Colombia ~, which prohibit imports of certain products,
such as textiles, whether based on cotton, wool or man-made fibress In
other countries like Ecuador and Mexico import permits or special
authorization are reguired, while in Brazil the system of auctioning
foreign exchange to finance imports implies a surcharge in addition
to tariff dubties. Custons tariff data, therefore, illustrate only one
aspect of the difficulties aflecting imporis.

In the light of the foregoing conclusions, the present policy of
provestion for indvstry, inciuding very high tariff levels, dszs not
secia to be justified either on the basis of production costs or from the
standpoint of revenue, since the virtual exclusion of imports simply
means that the Treasury does not receive the corresponding duties, and
it could hardly be contended that, at the regional level, cost differences
anong the Latin American countries are so great as to warrant some of
the impert duties in force {see table 10)e Even if costs in Japan and
the United States are taken as benchmarks, it is difficult to find cost
differentials whose zagnitude is commensurate with the customs protection
given to cotton textiles in Argentina (338 per cent) and in Brazil
(135 per cent)s To illustrate this point, table 11 presents Latin
American costs in relation to Japan's for cotton goods and to those of
the United States for woollen products. Import duties are also given,
together with the percentage by which they exceed production costs in
the Latin American industrye The gradual reduction of these duties, at
the regional level, far from causing distortions in the industries of the
various Latin American countries, will enable them to rationalize their
production during the period in which liberalization is taking place, and
to secure a share in the expanded market commensurate with their potential.

/Table 10
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Tabis 10
IMPORT DUTLES ON SELECTEZD PRODUGTS OF THE TEXTILE INDUSTRY
(Customs dubtics and others of equl alent effest, exprassed in temms of
porsentsges ad veloran :
Produst Argen— Colcmer Uru~
+ina Branil Chilc bie Mexico .Pearu guay
&/ Y ¥ :

Centinuous~filanent yarns _ 258 75 14,5 WI° 56 Ip n B
Contincus=Tilament fabrigs )

(100 gra/m2) ' 203 135 I ip L 208
Combed wool yerns (undysd), net :

sonditioned for retailing 198, 75 107 1P 12 & 8o
¥oollen fabrics (320 grs/m2) 928 135 & @ 16 163 297
Woollen febrics (250 grs/m2) 328 135 L 12 & 1 1% 163 297
Undyed uction yern (Ne 18) 178 115 58 P 62 Ip 62 &7=09
Gotton febrios {(zray gocds) 3538 135 5 IF B2 1P 76 Ba=15% 2
Standard ¢~y oa fabries, plain or Fanoy . ‘ .

weaves (230 gra/n?) 323 135 128 p 82 1 M2 96
Synthetle fitrs-yorne, net sondltioned

for reteiling ' s 163, 75 LI 50 1w %]

Seurge: ECLA, on the basts of ALAl6/S1.T/dle3s
3/  legal systim: duty-fres impoviss
14 Legal system: aucticning cf foreign sxchangee

¢/  lLegal mystem: import permits.

LI: duty-free imports

" 1P import permitsg

IP: mports- prohibiteds
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RELATION BETUEEN TARIFF PROTECTION AND PROCUCTION COSTS

pra—

lParoantgaa)
Cotton yarns Cotton fabriss Woollen fabrios
Cogt dif~ Tariff Percent~ Cost dif~ Tariff Percant~ - Cost dAf~ Tariff Percent=
Coamtry feraces proteo~ age owr fersnces protec~ _age aver ferances protog~ age over
in relae tivn  and above in rela=- tion and shave in rela=- tion’ and above
tim to cogt &  tlon to © eost g/ tion to cost g/
Japan : Japan Japan
 Argentina -8 w8 186 137 338 301 -36 328 364
Brazil 5 s 12 $22 135 13 =22 135 157
Chile £33 58 25 ¥si 124 70 %637 131 és
Colombia 48 62 o4 #11 82 71 -22 67 89
Poru 18 62 54 $25 155 130 -13 163 176
Uruguay 385 89 ¥ ol 72 323 -2 297 299

PP

Sourses ECLY, ¢u the basis of the preceding itables -

8/ 0n the asyurrhlon that the specifie product 43 imported from Japan, and that the dlffercnces in the
part-ocost ruisin the seme for the tolal noste

h4

in the part-cost remain the same for the totel soste

/D.
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D. PROSFECTS FOR THE INDUSTRY

The textile industry has now reached a new stage in its development,
in which. an important role will be played by technological innovations in
the production process and changes in the composition and level of demand.
While the highly-industrialized couniries are taking active steps te
modernize this industry and those in the initial stages of industrialization
are installing it in line with-the latest technical advances, the Latin
American countries whose textile industry was established at the beginning
of their irdustrialization process are at a disadvantage today, inasmuch
as their plant is obsolescent and their operationad practices are out-of-
dates It may be noted, likewlise within the region, that the textile
industries installed in more recent perdods are tending to leave the
traditional producers behinde Ix order to compete in Latin American
~ and ultimately in extra-regional - markets, the industries concerned
should undertake adequate programming of the operational conditions in
which future production and expansion will take place. At the same
time, they must bear consumption trends in mind, both as regards the
various fibres, and in relation to quality and type of product.

Against this background. the movement towards regicnal integration
is em~vging, and opens up seversl different possibilities for the.
tert5: industry's pirticipziion in the prospective Latin ismerican commen
rariet. If liberalization measures based solely on instriinals of trads
policy were applied, the rate at which duties were reduced or sliminated
would inevitably be very slow, on account of the existing disparities
between costs in the various countries and the understandable reluctance
to expose the industry to the likelihood of distortions on a considerahle
scale, An alternative formula would consist in the more rapid liberali=
zwation of trade accunmanised -~ and in some respects preceded - by a
regional programme <dosigned to inerease the competetive copacity of the
countries and sectors of the industry that are at the worst disadvantage,
and including inveslment and technical assistance measures to promote the
modernization of the industry within a predetermined time limit. Under
such a programme, the provisions for the elimination of duties and the
technical assistance and investment measures would complement and reinforce
one another. Technical assistance and investment would place the industry
on a compebitive footing, and the introduction of competition by gradual
degrees would create the hitherto non-existent incentive %o modernize and
rationalize the textile industry. Again, the liberalizstion programme
might also be devised on such lines that it would be applied within the
margin of additional market expansion, over and above the predicted
natural growth, that would result from the cost and price reductions to
which modernization gave rises

-/1s Modernization
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l. Modernization of the industry and expansicn of the market

‘A rapld expansion of the market is an essential prerequisite for
the introduction of the changes in structure and thinking that- have
‘become indispensable in the industry. Given a moré rapid growth of demand
in the future than in the past, liberalization commitments could be
scheduled in such a vay that, during an interim period which admittedly
would have to be fairly long, the.increase in trade resulting Irom
competition and specialization would.primarily influence the margin of
extra expansion of each individual country market. Thus, each countryls
industry would be certain of a definite and even a growing aggregate
markets ‘Respect for the status guo, however, would be compatible with
the progressive regional integration of the markets in question. How
this result could be achieved, in terms of the specific liberalization
and other measures that would have to be adopted, is a matter outside
the scope of the present chapters But careful consideration must be
given to the problem of how the market dould be expanded.

An additional stimulus to demand would be provided by a reduction
in re"20ive prices for textiie products, which would be feasible if the
factors of production were more rationally utilized. In mosu of the
Lat:iz American couwntiies, thare are. still large population gr:ups whose
consumtion of textiles is negligibie and which would react fivourably
to a relative price decreass. Such 4 development =~ an incraass in
consurrtion secured Dy means of price reductions - has already been noted
in countries with high income. levelss . Irr Letin America, this price-
elasticity of demand is greater still, and it may be assumed that a
10~per-cant decreaza jin the relative prices of textiles would generate.
an inecreass of 3 per cent in consumptions Consequently, by the use of
the price instrumens, the growth rate of demand could be speeded up
eonsiderably in relation to earlier periodss By way of illustration, on
the assuption that greater operational efficiency, with lower costs,
would be reflected in an annual reduction of 4 per cent in relative
textile prices, and that the price-elasticity of demand would be -0.80, as
indicated above, consumptlon would increass by 3.2, per cent per annum,
that is, by 37 per cent in 10 years. This increment would be adiitional
to the expansion resulting from the growth of per capita income at an
assumed annual rate of 2.5 per cente If a very low income-elasticity
(0e80) is adopted, demand would expand by 4+8 per cent annually and by
60 per cent in 10 years. The total increase in consumption would therefore
be approximately 97 per cent, a figure which denotes the dynamic evolution
of the textile industry that could be achieved on the basis of co-ordinated
effort at the regional level.

On this hypoth931a, consumption would expand almost.twice as fast
as in recent periods, when its growth has. been barely sufficient to match
the increase in the population. Consequently, the figures indicated in
-the first projection, based on the past evolution of the rate in question
- about 6,000 million dollars by 1975 ~ would have to be revised as the
objecﬁiVes implicit in the hypothesis propounded were gradually attained.

/Tt can
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It can be deducéd frem table 12 that in the conditions established by.
hypothesis II -~ which would entail an ambitious programme covering
reorganization, renewal of equipment and reduction of prices within a
relatively short space of time -~ consumption might reach about 8,200 millien
dellars by 1975, This figure is 2,300 million dollars higher than the
estimate for the same year formulated in accordance with hypethesis I,
which azsumes that the rate of growth would remain the same as in the
preceding decades If these possibilities are to materizlize, however,
an intensive prograame will have to be launched very shortly indeed.
Otherwise — that is, if the programme is not started quickly enough or
is on the cautious side ~, a third growth hypothesis might be postulated
which would reflect these limiting circumstances. This hypothesis III,
presented in table . 12, assumes that income would increase at the same
rate as hypothesis II but envisages, that the relative prices of textiles
would be reduced by only 2 per cent yearly. Even so, in 10 years the
consumption increment would total 77 per cent, which would bring the
figure up to about 7,400 million dollars by 1975, as compared with the
6,000 million estimated for hypothesis I.

Table 12
CROWTH HYPUHESES FCr CONSUMPT ION OF TEXTILES UP TO 1975

(¥illions of dollars at 1960 prices)

Total Annual
growth growth
19466-75 rate

1542 1965 1975 (Per—  (Per—

cent~ cent—

age) age)
Hypothesis I 3 1,88 4 165 5 928 L2 346
Hypothesis 11 3 488 4 165 8 205 97 Te0
Hypothesis III 3 488 L 165 7 372 77 5.9

These data shew the industry!s great potential as regards expanding
its markets and facilitating integration, and the preponderant role
incumbent upon operetional efficiency and price reductions in the attainment
of these ebjectivess

/2. Liberalizatisn
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2+ Liberalization of intra-regional trade
within an expanded market

At the present time, the share of the products of the textile industry
in inter~latin Ameriean trade is of little significance, owing to the
heavy customs duties to which these goods are subjects In the shelter of
a level of tariff protection which virtually places an embarge on all
imports, inefficies! enterprises have grown up; there has also often been
a lack of balance in investment, with the result that some branches of
the industry have too much installed capacity and others too little, It
has also been shown that the level of tariff duties and extra surcharges
is much higher than would be necessary to protect the industry against
compet.ition from outside the regiona

The expansion of demand will facilitate intra-regional trade by
providing industry with a much bigger market than was originally
contemplated. For example, a commitment to allocate to inter-Latin
American trade an anmual percentage of production equivalent to the
increase in consumption generated by the reduction of prices would
represent, according to the hypothesis formulated above, 3.2 per cent
per aurum {or the equivalent o about 130 million dollars at the
consutebion levels =stimated for 1965), and would make no dificrence to
ezch courdry's tradilional markobe This procedure would be couducive
to a substantial trade in textiles, similar to that observakls in
Western Europe. Sulificient proof that the effects of price leveals on
consurnipt ion may be favourable is afforded, as far as Latin America is
cancerned, by the case of Colombia, where, alongside the lewest costs
and prices; the highest increace in consumption was registered. Care
must ¢f course bz ftaxen that reductions in production costs are passed
on to tha consumer and that the marketing systems which nowadays force
up the prices of texiile products are rationalized and made less costlys
But this end would undoubtedly be served by the abmosphere of healthy
competition in which Latin Americals textile industries would gradually
come to operates ' '

A regional market for textile products would also help to solve the
problem of industrial exports in the less developed Latdn imerican cowtries,
whose textile industry usually constitutes their most important group ef
manufacturing activitiess

3+ JTrade with the rest of the world

- In trade with the rest of the world, imports predominate; exports are
effected sporadically and in small guantities. It has already been pointed
out that about 10 per cent of the region's total consumption of textiles
is satisfied by means of imports, and were this trend maintained, external
purchases would amount to approximately 600 million dollars by 1975. At
present, these imports come almost in their entirety from countries outside

/the region,
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the region, especially the Unlted States, the countrles of Western Europe
and Japane Foremost among them are synthetic fibres, production of which
in Labtin America does not yet supply as much as one-hall of current
consuner requlrements. Others include speclal yarns and gome fancy goods
whose unit prices are high.

As regards export prospects, the increasingly manifest tendency of
the industrialized countries to rely on imported textile products for
growing propocrtions. of their supplles is encouraging as regards Latin
Americals export trade prospects, since the region enjoys the comparative
advantages in. respect of raw material and labour that have already been
set forthes Suffice it to quote the 1961 data published by OECD, according
to which the imports of yarns, woven goods and clothing effected by the
countries members of OECD atfained ile impressive figure of 3,848 million
dollarse It is of interest to note, for ita implications in relation to
the future of inter%Latin American trede, that out of this total,

2,860 million dollars corresponded to trade among the OECD countries
themselvese - Tuports from other countries, which came mainly from Asia,
amounted to 988 million dollars; latin America's contribution was barely
27 million dollars, 15/ iee., less than 3 per cent of the total for this
greuir. Thus, it wouid sesm that Labtin America has excelleant chances of
‘pley.ng a more active part in world trade in textiles, and cesoming a
net exporber insteai of an Tporter of such productss It wili be |
nasessary, however, to draw up and implement a consistent programme to
ensure that the potential advantages are turned to full accouni, and
that the operational and institutionsl stumoling-blocks which are
impeding the progress of the regionls export trade are remcveds

be Investment policy

In the light of existing operational conditions in the textile
industry, as well as future prospects for consumption and trade, it is
clearly advisable to adopt an investment policy consonant with integration .
objectives.

. This policy will differentiate between two basic types of investment:
one for the purpose of expanding capacity, and the othér aiming. at the
medernization of the industry in order to reduce production costs and
facilitate its participation in 2 more keenly competitive market than at .
presents While investment in expansion projects is essentially the
responsibility of each individual country, investment for modernization
purposes might be incorporated in a textile industry agreement, in combination
with technical assistance measures and trade policy provisions. In

15/ In practice, out of this total about 20 million dodlars consist
of exports of heénequen yarns and rope from Mexico, which makes
Latin America's share in textiles for clothing even more insignificant.

/principle, consideration
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principle, consideration should be given to the possibility that the
countries merbers of the Latin American common market might assume
collective responsibility for the investment required to remedy ineguitable
situations deriving mainly from the degrees of obsolescence of their
textile machinerye At the same time, the tariff concessions established
within the said market might, in some extreme cases, be made contingent
upon the provision of technical and financial assistance to lessen the
existing dispariticae

Both types of investment, however - in the expansion of capacity
and in modernization of the industry through the replacement of obsolete -
equipment ~, must be effected in accordance with certain general principles,
especially as regards the selection of production techniques that will be
appropriate to the conditions prevailing in Latin America, and in the
light of current experience with respect to the utilization of existing
installed capacitys

In other ECLA documents 16/ an attempt has been made to analyse the
effects of selection of technigues on the investment reguired per unit
of producty on production cosbs and on employment levelss In brief,
seferil technological alternch!wes are open to the textile Irilustry, as
the o:lnome of the ravidity witi. which new wachinery has bsen developed
in recoal pericds o meeb the rewis of the highly industrizlizel countries,
These, in view of treilr relative shortage of manpower, ten: ‘o use machinery
which is above all labour-gaving, improvements in respect of Uhe speed of
the machines and the gquality of the finished product being relatively
less significant than reduction of mgnpower requirements. But conditions
in Latin America still differ widely from those prevailing in Burope,
both as regards the relative shortage of manpower which induces the
Buropean industry Lo seek labour~saving techniques, and with respect to
the surply of capil=i, the price of which is much higher in Latin Americas
It will therefure be essential to evaluate the relative influence on
costs exerted by the saving of labour in one direction and the increase
in amortizabion payments in another. Given the relative prices of the
two factors, costs, far from dropping as & result of the application of
up-to-date techniques, might actually rise, since in such circumstances
the increase in amortitation payments would outweigh the saving in manpowers

The indiscriminate introduction of machines of the labour-saving
type in Latin America, to replace those now obsolets, would mean the
employment of less manpower than at present, with the ensuing social
consequencess Accordingly, the selection of technigues — with due regard
to all the possibilities for roplacement with machines that are up~to~date
but differ in their degrees of automation ~ will have a decisive influence

16/ See Selection of techniques and manpower absorption (ST/ECLA/Conf.11/L.3;
and Elementos de una metodologla para la programacibn sectorial de
industrias tradicionales: La industria texbil (ST/ECLA/Gonfsil/Le2L)e

Jon the
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on the level of employment. The selection of a technique for the replace~
ment of machinery presuppcses the prior consideration of another alternative,
that of modernizing or maintaining the existing equipment, and the adoption
of a decision as to the stage in the useful life of the equipment at which
modernization should take place. Carcful study will therefore be necessary
to ensure that the investment proposei will be the most beneficial from

the standpoint of the country's economic and social policye

Thers a5 no denying that whate\rﬂr the type of modern machinery
selected to replace obsolete equipmeni, a certain amount of disemployment
will always take place, but the impact can be cushioned if the renewal
of equipment is graduated in such a way that the normal expansion of
production resbsorbs the operatives laid off. In any case, modernization
will subgtantially raise existing levele of productivity and wagess

Hence it would -seem that proper programning,. particularly of
investment, is called for in the case of so complex a sector, where along-
side old-established firms with cbsolete machinery are to be found plants
equipped with the latest techrical improvements; where over against idle
capacity in some egtal blishments , intensive utilization of capital can be

observed in others; and. whers, _.a.stly, large-scale enterprises exist side
by sids with others virtnal'y of the artisan types In the past, this
g=¢h¢ ', which grew wp in perlods when the technique of progroruing had

not yet been evolved, oftern developed without the necessery krowledge of
the market and of operational conditions, under the aegis of shrong tariff
protections The prospect of the regional integration of this industry

and of intensified competition implies that the appropriate background
information must be available on which each individual country can base .
the more rational use of its textile industry's potential. By this means,
investvant requirements in each country could be defined, the extent to
which thay are bteling wet could be evaluated and the atteinment of total
investmert targets cculd be promoteds For example, in the case of Brazil
alone it is calculated that 200 million dollars should be invested in the
replacement of obsolete machinery, irrsspective of requirements for the
expansion of capacity. In Uruguay, the cost of the necessary modernization
has been egstimated at about 10 million dollars, while other estimates
indicate that the overhauling expansion of and production capacity in

Peru would entail the investmemt of 30 million dollars. In physa,cal terms,
to judge from the inzomplete data available at present, by 1970 cemand for
machinery would represent approximately. 2 million spindles and 65,000 loams,
mainly for the cotton sector. Since in 1962 the value of the textile
machinery imported was about 100 miilion dollars, the saving in forelgn
exchange that could be achieved- if {extile machinery were manufactured in
Latin America is obviocuss. This. branch of manufacture, which would also meet
the requirements of the region as regards levels of technology, has already
been begun in some countries, and the possibilities and prospects of its
expansion are under studye.

16/ See Selection of technigues snd man;govier absorption (ST/ECIA/Confe11/L.3)
and Elementos dé urig méfedologia para la programacién sectorial de
industrias tradicionales: La industrid textil (ST/ECLA/Confell/Le2l)e
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5+ Co-operation measures

In the textile industry, technical assistance in improving internal
organization and increasing operational efficiency would be just as
important a requisite as corrective investment for the effective application
of liberalization commitments. In an industry like this, the purpose of
the investment in question would be used to replace obsolete machinery,
the proportion of which is very high in several countries of the regione.
But if the new egquigment is to be efficiently utilized, comprehensive and
continuing measures must be adopted to bring current methods of work
completely up to date in respect of the organization of production,
control of productivity and of plant operation, etce Moreover; the need
to avoid the serious disemployment which would inevitably result from the
mass replacement of machinery by highly-autcmatized eguipment means that
replacement programues must be extremely carefully graduateds For all
these reasons, a technical assistance programme designed to lmprove
standards of operational efficiency should be the chief instrument for
enabling the textile industry to cope successfully with competition at
the regicnal level.

In order to put such meosures into effect, a promoticn and technical
agssig®ance agency would be reeded, to prepare, in collaborzu. .n with
govarient bodies an privatz enterprise in each country, a d°z2znosis
of the situation in vhe textile industry and translate it into terms of
sspecific proposals for reorganization, expansion and reconditicning,; as well
a3 to formulate the corresponding investment budgets, which could be
executed with the co-operation of the Inter-American Development Banke.
Similarly, the programme would be implemented in close co-ordination with
local agencies. This regional programme would be merely supplementary to
the programming activities of each individual country, in those directions
most likzly tc inileerce the regional integration of the textile industry,
such as the modern:zalion of equivment, the improvement of productivity

- and the organization of the enterprises concerneds

hAction at the national level could be backed by international technical
co—operation on the part of agencies specializing in the problems of the
‘textile industry. In this connexion, ECLA, at its tenth session, 17/ held
in May 1963, invited the international organizations interested in such
matters to consider the possibility of providing co-ordinated collaboration
with the competent national organs and relevant industrial bodies in
implementing the plans of action of the countries concerned, and, if
necessary, to visualize the establishment of an ad hoc working group to
examine in each country, at its request, the technical and financial
assistance that the said organizations might be able to provide in this
connexion, in the light of the conclusions of the Commission's relevant

studies, and thereafter to evaluate the progress made as a result of such
assistances

17/ Resolution 235 (X): "Problems of the textile industry".

/Several courtries
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Ssveral countriss are airesady tiaklng steps to give the necessary .
pupport te the textile industry. In Chile, for example, a drive is being
mada to train persennel at the variois levels, under the auspices of
geovernment -bodies and with the co-eporatien of interratiensal agenclege
Similarly, since 1963 the industrial secter; in conjunction with the
Development Corporatien and tine Techaical Cowoperatien Service — both ef -
which are official agencies -; has bzen taking part in the analysis of
apecific problems of the textile dndustry, in what is known as the
Operation Textils Sector (Operacifn Sectorial Textil)e 18/ The questiens
under study include, inter. alla, those relating to maintenance and epare
parts far the industry. As regards the latter, it has been recemmended
that the large~scale manufacture ef spare parts sheuld be undertaken on
a co-ordinated basis, The programme suggested by the Chilean Development
Corperation contemplates activities both at the level of the mills them-
selves and at that of ‘the industrial secter, its primary aims being to
raise the efficlency of the machinery to normal levels, improve productivity,
and secure closer co-operation ameng industrialists through such specific
measures as, for example, the paeoling of certain production media, whese
capacity exceeds the requirements ef the individual mills.

This programne has not y:t besn approved, and acbivities in the
field of textiles hawre been confined to these referred to above. But the
Chilean Government is devoting increasing attention to this sector under
its escnomic development plan, and to the possibilities for the textile -
industry's participation in a regional market. :

In Uruguay, the diagnesis of:the industry clearly revealed the
country's unfaveurable situation as regards labour costs, arising from
relatively high wages unacecupanied by & correspondingly high level of
preductivity. As a result ef these conclusions, an agreement was
negotiated in 1963 tetween trade unions and entrepreneurs, with a view
to the improvement eof labour productivity. The new collective labour
contract for the textile industry also took inte account the conditions
indicated with respect to productivity and work-loads per operative.
The ECLA textile study served as a basis for the industrial development
programme which the Governmsnt ageacy responsible for promoting econcmic
develepment (Comisibn de Inversiones y Desarrelle Ecenémico - CIDE) was
fermulating. In the preparation and implementation of the programme for
the textile industry, special emphasis has been placed cn productivity
questions, and technical assistance has been obtained from various
international agencies in formulating a programme for the sector, ralsing
its productivity and giving direct advisery assistance to enterprisess

_ In Mexico, the Textile Industry Programming Cenmittee (Comité para

la Programacién de la Industria Textil), formed by the Nacional Financiera S.A,
the Bance de Méxics, the Minlstry of Finance and Public Credit, the

Ministries of Industry and Trade, ths Federation of Associations of Cotton
Textile Manufacturers (Federacién de Asociaciones de Industriales Textilee

del Algodén} and the Mexican Wool Textiles Association (Asociacién Textil
Lanera Mexicana), is carrying ot an exhaustive study of the texbile

;ﬁ/ Institute Textil de Chile, 2a. Memoria, 1963
' /industry with
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industry with a view to the development of a medernization programme. In
beth the cotton and the wocl sectors, the proportions ¢f obsolebe equipment
are very high, with the result that their potemtial advantages in respect

of raw material and labour ~ particularly noteworthy in the cotton sector -
cannot be turned to account. This pregramme is in line with the plan
presented by the Gevernment to Congress, which expressed the intention of
complet ely modernizing Mexicels textile industry with a view ts improving
productivity, Jowering prices and broadening external markets. To this
end, a group of Mexican textile manufacturers visited various Latin American
. countries in order to study trade possibilities.. Since 1964, the National
Chamber of Textile Marufactuvrers {Cémara Nacional de la Industria Textil)

in its turn, has been making efforts to induce the authorities to collaberate
in individual and over-all plans for the integration, modernization and
development of this important branch of the national economye

A programme for the modernization of the textile industry was put
into < Ifect in the Nordeste region of Brazil; under the auspices of the
Superintendencia de Desenvolvimento do Nordeste (SUDENE), after a detailed
gurvey had been made in 1959 and the necessary background data has thus
been chbained for the diauacsis of technical, econemic, finencial and
adminivirative problenise Ths ssscnbial elements of the proc.uime consist
in supervised credit and im uwjve‘training courses for marcgers and
feraneu, designed teo samsedy the ceganizational and producti ni* - deficiencies
noted. Up to the present; ;xogects have been approved 1o & oive of
19,000 mwillion cruzsivos, a sum which represents a substaniiel proportion
of the tLotal amount budgeted for in the programmss

It must be mentioned, however, that out of the total sum approved
only 5,000 millicy cruzeiros have been taken up for specific operations.
Manufaciurers show o decjded preference for contracting leuns in local
currency, owing to the oxchange risks involved in foreign currency
operaticase Thus, the sums already borrowed represent 52 per cent of the
total awount approved in lecal currency, and only 19 per cent of the
approved foreign exchange financing, It should also be ncted that the
projects approved relate to 21 industrial establishments out of a total of
61l considered in the programme. The projects presented since the programme
wes launched nwiber 33 in all, a relatively low figure fur which an
explanatisn can be found in the difficulties attendant upcn loans in
foreign currency, including high rates of interest and short amortizatien
periedse Another of the reasons adduced is the low rate of return in
textile activities as compared with eother branches of industry, and the
fact that many textile manufacturers hold more lucrative investments in
other activities, with the consequent weakening of incentives to ratienalize
the textile industrye Other firms are so poerly-off for capital that
they have not enough resources of their own to supplement the financing
offered; and, lastly, some lack the administrative capacity to assume the
respon51b111tles created by the complex machinery of the supervised credit
systeme The experience acquired in connexion with this programme furnishes
valuable information on the problems likely to arise; which should be
constantly borne in mind in the formulation of similar programmes, whether
at the national or at the regiocnal level.

/In the
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- . In the Gentrc:-Stﬂ. area c.i‘ Brazil a National Commission fer the
Reorganization shd Re-equipment of the Textile Industry (ComisZo Nacional
de Reorganizagdo, e Reequipzménto.ca IndGstria Textil) was set up by '
the interested entirepreneurs in 1¢62, as & result of the ECLA study on.
the textile industry in that regicn, 19/ to put into effect a baslc
reorganization and re-equipment p.an. Subseqiently, in 1964, an Executive
Group for the Textile and Leather Industry (Grupo Executivo da Inddstria
de Tecidos e Couros — GETTEC) ‘was established under the Industrial Develop-
ment Commission of vhe Mixistry of TIndustry and Tradee - The chief aspects
of the. action propcsed in this fizld include the replacement and recen—
ditioning of equipment, the improvement of organization and management ,
the achievement of higher standards of labour productivity and the _
training of persornel.  Similarly, provision is made for activities designed
to improve raw material and reduce distribution costse The effective
application of this programme, has nct yet been embarked upon.. However,
the replacement of equipment, whiich is of fundamental importance in
Brazil, since this country's machine inventory is the most obsolete in
Latin America, may be facilitated by virtuwe of the recent arrangements
made to grant loans for the purchase of machinery, including textile
machinery, for periods ranging from 2 to 5 years.

Tastly, in Central Arerica, under the Central American Economic
Integration Drogrwm,, and with the vechnical assistance of the United Nations,
& dgvailed study of the tewhile sector has been carried ou aud’a specla-
lization and developrent prograrme has been drawn upe  Prowisicn “is made
for covtinued technizal aszef stance during the stage of implemeatation
of the programme, and financial co-operation has also been obtained from
the Inter-American Development Bank (IDB), which, since the end of 1961,
has been giving a substantial impetus to the modernization and expansilon
of Central Amwics‘s thﬁ g industry, through several institubionse The
loans graated to the textile industry by IDB and the Central American Bank
for Economic Integ: 55100 up to the end of 1964 total 7 million dollarss

ECLA; The The Textile Indugtry in Latin America: IT. B“azn.l, United
Nations Publication, Sales N2 BhelleGele



