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HUNGARY

HISTORICAL REVIEW

Before World War II, and also later, cduring the two nostwar decades, the textile
industry had been in the Hungarian economy one of ithe most significant industrial
branches which manufactured exwort nroducts. In the other branches of the industry
there had not been adequate develoodment. In ell other industrial branches - and this
applies also to the field of textiles - the cquantitative growth of the production was
of »rimary importance, and not a co-ordinated production of uv-to-dete ariicles which
would have satvisfied both the internal and externel markets even in the long run.

During the postwar decades the total light industry hac¢ only a small-scale
share of the industrial investments. The following figures were recorded:

1955 5 per cent
1960 8 per cent
1965 9 per cent
1970 10 ver cent

Of the total invesiments in the light industry, only 4 per cent was for the textile
and clothing industry. Of the net national products manufactured by the industry, in
1970 14 per cent fell on the clothing incustry, and only 8 per cent was the share of
this branch in the industrial fixed assets. The high rate of ontdated machinery, and
the low rate of sorting out the o0ld mechines was so to say characteristic of those
times. Consequently, the productivity fell much behind an average industrial output.

In spite of the low technical level, there was an ever increasing labour demend
in the textile and clothing industry but this problem could be temporarily solved
through the reorganization and the mechanization of the agriculiure and by setting to
work always more and more unskilled female hends.
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The necessity and realization of the reconstruction in the textile industry

The determined extent of a rise in living standards, as well as the ever
increasing demand for Hungarian textile products on behalf of Hungary!s foreign
economic partners made imperative the modernization also of the textile and

clothing industry.

It has come to the reconstruction of the textile industry during the Fourth
Five-Year Plan of 1971-1975, and it will continue within the frame of the Fifth
Five-Year Plan, in the period of 1976-1980. The value of the investments fore-
seen for the modernization of this industrial branch, and for the realization of
the programme, comes to some Ft 30 milliard, and out of this, developments in the
value of some Ft 14-15 milliard have so far been realized in thé period of

1971-1975.

As a result of the reconstruction, the light industry had in 1973 a share of
13.2 per cent (Ft 5.1 milliard) in the total of the industrial investments, and
within this ratio, Ft 3.0 milliard fell on the iavestments in the textile and
clothing industry. In 1974 the share of the light industry, in the total of the
industrial investments was 15.1 per cent (Ft 6.3 milliard) and within this ratio,
investments in the value of Ft 3.5 milliard were realized in the clothing industry.
It is expected that by the end of 1975 the value of the investments will come %o
Ft 3.2 milliard. As a result of the investments a growth-was recorded in respect
of the fixed assets which were in operation in the light industry, and in 1973
13.2 per cent of the total of the industrial fixed assets - with the exception of
those of the food industry - fell on the light industry. On the national economy
level there has been an ever-growing volume of investments, from which in 1974 ‘
13.4 per cent was for the stock of fixed assets operating in the light industry,
and by the end of 1975 the rate of 13.3 per cent will be expected.

In the early seventies, it was rot possible any more to redirect lasbour from
the agriculture to the industry. Also the female labour reserves got exhausted,
and since 1973 a gradually increasing labour shortage has beer. recorded in all
the sectors of the textile industry. In accordance with the Government's social
political programme young mothers get infant-care allowance during three years.
This, and also other important benefiis granted to female labour has affected in
particular the manpower employed in the light industry, and has led to a decrease
in female labour in the field of the production. Only with new, up-to-date
machinery and through the increase of the productivity could the reccnstruction
and also the development of the production be realized.
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Resources for the reconstruction

Under tle Fourth Five-Year Plan three rescurces serve to realize the
davelopment of the textile industry, zs per following rates: 30 per cent from
the profits accumulated with the plants (some Ft 5.4 milliard), 50 per cent
from bunk credits, (seme Ft 6 milliard), =nd 20 per cent (some Ft 1.6 nilliard)
iron budgetary assistance which is practically concentrated on the erection of
new plants. The reconstruction is based fundamentzlly on the own resources of
the preducing enterprises, with the zim teo promote the manufacture of up-to-date
products within the frame of the market-oriented, and independent decision-
nmaking system of the compunies.

Some practical aspects of the developnent of the Hungarisn textile and textile
clothing industry

The Hungarian preducing companies and co-operatives are present on the world
market in co-operation with the foreizn trading companies, i co-operaticn hased
on profit-sharing contracts. The foreign trade informs the industry zbout the
impulses of the marketfs, bears influence on the trends of industrizl development,
and frem time to time even contributes financially tc the mcdernization of the
production from the profit accumulated with the fereign trading companies.

In our reply given 1o the 2ll-round inguiriez of the Textile fgreement we
do not mean the "assistznees’ given to the foreign trading companies, but thab
given to the producing companizs. In Hungary, on oasis of the State and co-
operative ownership. nov orly the development resouwrces of the textile industry,
but also those of the other industrisl branches sarc the same, namely the profit
accumulated with the plants, the bank credit and the budgetary assistance. As
in the last analysis the development of other industriszl branches tzkes place
from these same three resources. - when speaking of the total indusirisl eccncmic
structure, we cannot sav_chet in the course of the development prefererce is
given to the textile irdustry. The .cre fzct that the levelopment figirres in the
government programme. shouws thut cestaln bank credits are esrmarked for the
realization of the development scheme. In other words, when categorizing the
credits. preference i1s ziven to those credit szpplicavicns which are sutmaitted
for the realization of a certuin special development figuring in the geverrnment
programme.

Still, when categeorizing the applications for credit, decisive factors are:
the créditability of the companies, the z2ims of the production, the volume and
structure of producis scheduled for production, the production value and also the
marketing programme.
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In case of investment credits rbce¢ved 1 rint, the interest rates are
generally the following: long-term credit up to ten years 8 per cent per onnum,
nedium~-tern credit up to five years ¢ pbr cent per ~nnum, Lpart from these there
is also the system of credits for speeizl purposes. These credits are granted by
the bank in foreign currency for certain invostments, =2t the current rate of
interest of the foreign currency concerned. Credit of this kind shall be repaid

by the company in foreign currency.

O ey

istonce plavs only ~ complementary r8lec in investments for the

Budgetary zss
reconstruction cf the textile inductry

Such ns"ist:n"es ¢ given either in the form of direct grmmts, i.e. the
company pays only « cin percentnge 25 investment contribution or on a repay-
nent basis in which cose the compray gets partial or total remission on its profit
tax. In both cases the companyvunqeh+ ckes cantrrctual wbligaticns towards the
Bank to fulfil certein definite targets (oroducticn velume, sales volume). 60 per
cent of compony funds cccumulotzd from redenpticn may be used for development and

40 per cent has to be paid to the trensury.

~y
("3

P

I

Lccumulated profits of the wanufccturing conpanies have been used up to

large oxtent for reconstruction purpeses. On the cther hand, chonges in world

narket prices have had en ndverse wffect on profits (incrc'ses in the price of
raw notericls are reflected only loter and cnly st o snsller rate in the price cof

finished preducts).

In the next five-year period the reconstruction of the textile industry shall

be financed meinly through lozns.

The extent and direction in which the reccnsiruction of the textile industry
shall be gecred in the next periad depends on future government dec151cns,
respectively on budgetary considersiions.. :

SIffects of the re coqotructlon on hone production ond »hv structure of imporis

In order to.re ch the targets set by the reconstruction programme, the
following conditions have to be net:

L5

1. The cbsclete machinc park of the sntire textile industry (spinning, weaving,
knitting, finishing, converting mzchines) have tc be scrapped and new equip-
ment put intoe consideration,
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2. The necessary raw material shall be made available from import.

3. DMore highly sikilled nmenpower is required to operate the more
sophisticated machinery.

So far these conditions have been met only partially and further serious
efforts are necessary in order to complete the reconstruction programme.

In certain sectors of the industry, such as knitwear, etc. we expect to
import substantial quantities of finished products.

- The plan for 19Q71-75 envisaged the installation of new spinning machinery
with a production capacity equalling 158,000 spindles and also
4,500 automatic weaving iwachines. Most of this new machinery is already
- operating. Some majcr textile mills have shifted to up-to-date knitting
technology. The linen and hemp industry has introduced polypropylen
‘fibre production.

- Raw materials for the textile industry are imported mainly from traditional
sources, thus cctton from the Soviet Union, synthetic fibre from Poland
and the German Demccratic Republic but there are also other countries
among our important suppliers. Raw materials and other commodities
(e.g. cotton and cobion yarn) from developing countries are imporied under
a preferentiszl system, customs duty on these is O to 5 per cent of the
usual tariff (e.g. cotton yarn from developed ccuntries is subject to
50 per cent customs duty). Certain ground materials, semi-finished products
are purchased against tariff quctas established on basis of the most-
favoured-nation clause. Companies importing from developing countries are
entitled to financial fzcilities such as, for instance, lower bank charges
on opening L/C, ebc. Wa grant ~ver increasing chances for more labour
intensive producits coning from the develoning countries.

- It is our aim to shi’t production in the textile industry - as everywhere
else - from extensive to intensive methods. Prcduction of the most labour
intensive basic ond geni-finished products shows a definite downward
tendency owing to labour shortage. Thus, for instance the production of yarn
has declined not only in proportion to requirements but also in absolute
terms.
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This tendency is reflected in growing yarn imports:

5,036 metric toms in 1971

3,856 n " n 3972
6,957 " weom 1973
8,370 u u " 1974
8,700 1 ] " 1975

Long~term plans will have to take into consideration a further decline in the
labour force.

After meeting the requirements cf the home market, the textile industry
exports about 25-30 per cent of its production, the major part of which
goes to scocialist countries but sales to markets with convariible currencies
are also growing. However, in relation to the total textile imports of the
purchasing countries, our exports are not significant.

The data contained in the enclosed tables illustrate changes in home
production and turnover.
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