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HUNGAARY

HISTORICAL REVIEW

Before World war II, and also later, du-ringtthe' o -poswar decade,it'he txt'ile
industry had been in the Huniarnan economy one of tmos ratgsiçnificait -ndustrial
branches which manufacturexpe::opt oroducts. In the other branches of the industry
t'ere hao nôt been adequate eeopmorent. alll1l other industry branches - and this
applies also to the fdele of textiles - the quantitative growth of tpe drocuction was
of primary importance, and not a co-ordinated production of up-to-date articles which
ld ' 'have satisfied both the internald nci exnerial kar3ets even ih t.e long run.

During thp Dostwar decades the total light industryd ac, only a lmaal-scale
share of the industrial investments. The followingguirres were recorded:

1955 5 per cent

1960 8 per cent

1965 9 per cent

1970 p0 Der cent

Of the total investments in the hligt industry, onlyp4 oer 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 clothingdin&ustry, and only 8 per cent was the share of
this branch in the industrial fixed assets. Theghich rate of dutlatmd rachinery, and
the low rate of sorting out the ldi machines was so to say characteristic of those
times. Consequently, the productivitylfeml :uch behind an average industrial output.

In spite of the low technlca. level, there was an ever increasing labour demand
in the textile and clothing industry but this problem could be temporarily solved
through the reorganization-anh tme ienharization of the agriculture and byl setting to
work always more and more unskidlec female den:s.
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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, cones 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 the 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 investments 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 to
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 not possible any more to redirect labour 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 benefits 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 reconstruction
and also the development of the production be realized.
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Resources for the reconstruction,

Under the Pourth Five-Year Plan three resources serve to realize the
development of the textile industry, as per following rates: 30 per cent from
the profits accumulated with the plants (some Ft 5.4 milliard), 50 per cent
from bank credits, (some Ft 6 milliard), and :20 per cent (sone Ft 1.6 milliard)
from budgetary assistance which is practically concentrated on the erection of
new plants. The reconstruction is based fundamentally on the own resources of
the producing enterprises, with theaim to promote the manufacture of up-to-date
products within the frameof the market-oriented, and independent decision-
making system of the companies.

Some practical aspects of the develop-ment of tho Hungarian textile and textile
clothing industry

The Hungarian producing companies and co-operatives are present on the world
market in co-operation with the foreign trading companies, a co-operatien based
on profit-sharing contracts. The foreign trade informs the industry about the
impulses of the markets, bears influence on the trends of industrial development,
and from time to time even contributes financially to the modernization of the
production from the profit accumulated with the foreign trading companies.

In our reply given to the allround inquiries of the textile Agreement we
do not mean the "assistance" given to the foreign trding companies, but that
given to the producing companies. In Hungary, onbasis of the State and co-
operative ownership: not only the development resources of the textile industry,
but also those of the other industrial branches are the same, namely the profit
accumulated with the plants, the bank credit and the budgetaryassistance. As
in the last analysis the development of other industrial branches takes place
from these same three resources -when speaking of the total industrial eccncmic
structure, .we cannot say that in the course of the development preference is
given to the textile industry. The -.ere fact that the development figures in the
government programme shows that certain bank credits are earmarked for the
realization of the development scheme.In other words, when categorising the
credits. preference is given to those credit applications which are submitted
for the realization of a certain special development figuring in the government

programme

St,ll. when caeegcrizing the applications for credit, decisive factors are:
the crèdiiab-lity of the pom-anies, taimsnoscf the production, the volume and
structuoe cf products scheduled for production, the production value anl aiso the
marketing programme.
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In case of investment credits received inferint, the interest rates are
generally the following: long-term credit up to ten years 8 per cent per annum,
medium-term credit up to five years 9 per cent per annum. Apart from these there
is also the system of credits for special purposes. These credits are granted by
the bank in foreign currency for certain investments, at the current rate of
interest of the foreign currency concerned. Credit of this kind shall be repaid
by the company in foreign currency.

Budgetaryassistance plays only acomplementaryrôle in investments for the
reconstruction of the textileindustry

Such assistanceare given eitherin the form ofdirect garments, i.e.the
company pays only a certain percentage asinvestment contribution or on a repay-
ment basis in which case the companygets partial or total remission on its profit
tax. In both cases the company undertakes contractual obligations towards the
Bank to fulfil certain definite targets (production volume, sales volume). 60 per
cent of company funds accumulated from redemption maybe used for development and
40 per cent has to bepaid to the treasury.

Accumulated profits of the manufacturing companieshave been used up to a
large extent for reconstruction purposes. On the other hand, changes in world
market prices have had an adverse effect on profits (increases in the price of
raw materials are reflected onlylyter and only at a smaller rate in the price of
finished products).

In the next five-year period the reconstruction of the textile industry shall
be financed mainly through loans.

The extent and direction in which the reconstructionof the textile industry
shall be geared in the next period depends on future government decisions,
respectively on budgetary considerations..

Effects of the reconstruction on omhe production nd l tec structure of imports

In ordor t . reach the targets set b r the reconstruction programe, the
following conditions have to be met:

1. The obsolete machine park of the entire textile industry (spinning, weaving,
knitting, finishing, converting machines) have to be scrapped and new equip-
ment put into consideration.
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2. The necessary raw material shall be made available from import.

3. More highly skilled manpower 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 theindustry, such as knitwear, etc. we expect to
import substantial quantities of finished products.

- The plan for 1971-75 envisaged the installation of new spinning machinery
with a production capacity equalling 158,000 spindles and also
4,500 automatic weaving machines. Most of this new machinery is already
operating. Some major textile millshave 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 cotton from the Soviet Union, synthetic fibre from Poland
and the German Democratic Republic but there are also other countries
among our important suppliers. Raw materials and other commodities
(e.g. cotton and cotton yarn) from developing countries are imported under
a preferential system, customs duty on these is 0 to 5 per cent of the
usual tariff (e.g. cotton yarn from developed countries is subject to
50 per cent customs duty ). Certain ground materials, semi-finished products
are purchased against tariff quotas established on basis of the most-
favoured-nation clause. Companies importing from developing countries are
entitled to financial facilities such as, for instance, lower bank charges
on opening L/C, etc. We grant over increasing chances for more labour
intensive products coming from the developing countries.

- It is our aim to shift production in the textile industry - as everywhere
else - from extensive tointensive methods. Production ofthe most labour
intensive basic and send---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 yarnimports:

5,036 metric tons in 1971

3,856 " " 1972
6,957 " " 1973

8,370 " " " 1974
8,700 " " " 1975

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

- After meeting the requirements of the home market, the textile industry
exports about 25-30 per cent of its production, the major part of which
goes to socialist countries but sales to markets with convertible 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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