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nomic conditions will be a lot better
after 2009. In any event, their 2010-
2011 projections for basic mill prod-
ucts and fabricated mill products call
for average annual declines of only 3
percent and 3.5 percent, respectively
— a far slower shrinkage rate than
noted over the past few years.

No Real Cost Pressure
Another relatively encouraging

sign for the US textile and apparel
industries is their continuing ability
to hold costs down. Indeed, over the
past year, aggregate costs, after
adjusting for reduced volume, actu-
ally showed little significant change.

The latest numbers from Global
Insight suggest much the same for
the new year. Analysts at the con-
sulting firm put overall textile and
apparel material outlays — again
adjusted for volume — fairly close to
2008 levels. Behind these estimates: a
combination of more than ample
supplies and still sluggish demand.

Looking at cotton, prices have
dropped from a high of 60 cents per
pound over the past year to only
around 40 cents per pound at last
report. And there’s little to suggest any
change. The US Department of Agri-
culture (USDA) sees a 3-percent drop
in global use for the year ending July
2009. Combined with fairly robust
2008 harvests, this translates into a
more-than-needed supply. Indeed,

according to USDA officials, the con-
sumption/availability ratio will jump
by the end of the 2008-09 marketing
season both domestically and globally
— a scenario that would seem to rule
out any new price run-up.

And a similar picture seems to be
shaping up for man-made fibers,
which over the year ending last
September had shown a sizeable
price advance that was quickly
reversed in October by a better-than-
4-percent drop. This downtrend
should continue on a combination of
slow demand, excess capacity and
sharply lower petrochemical feed-
stock costs. At this stage, man-made
tabs for 2009 could even show a
modest decline, especially if petro-
leum costs remain depressed. 

Labor also seems to be pretty
much under control. Falling general
inflation and high unemployment
should preclude anything more than
another 3-percent pay hike. And, an
increase of this size should easily be
offset by continuing worker produc-
tivity gains, which, according to the
National Council of Textile Organiza-
tions (NCTO), has over the last 10
years increased 50 percent — the
equivalent of a 4-percent annual gain. 

Nor is this productivity factor likely
to diminish any time soon, primarily
because of continuing investments in
new, more efficient mills and equip-
ment. In 2006, the latest year for

which solid figures are available, US
mills spent more than $1 billion to
upgrade and make their facilities more
competitive. And preliminary esti-
mates suggest a similar amount of
investment for 2007. While 2008 prob-
ably showed some slippage in these
outlays, it was probably not nearly
enough for any appreciable slowdown
in overall efficiency. As such, TTWW
expects textile and apparel productiv-
ity to continue advancing by at least 2
to 3 percent through 2009 and for the
first few years of the following decade. 

Prices Remain Steady
Also, despite the current market

downturn, the industry’s prices
haven’t been weakening all that
much. At last report, producer tags
on basic and more highly fabricated
textile mill products were running
fractionally above year-ago levels
(See Table 1). Latest prices for greige
goods, finished fabrics, industrial tex-
tiles and apparel managed small
gains of 0.9 percent, 0.9 percent, 0.8
percent and 0.6 percent, respectively
— all in sharp contrast to quotes in
other consumer-oriented lines, like
autos, where prices have been heav-
ily discounted over recent months.

Nor have textile/apparel prices per-
formed too badly when compared to
the “all soft goods” producer price
index, which, excluding food, recently
has tended to weaken a bit. To be

All Charts: 2008 = Preliminary, 2009 = Estimate Source: US Department of Commerce (DOC)
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Figure 1: Demand — Declines Should Taper Off
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sure, textile and apparel tags
aren’t about to set any new
records in 2009, and spotty
declines can’t be ruled out.
But there are no signs of any
meaningful drop, largely
because the price advantage
of our major competitors
has been narrowing. 

One exception to the
overall price trend is car-
pets. With housing down,
prices of these products
could well dip into negative
territory over 2009. 

Looking further into the
future, TTWW sees a basically
flat-to-slightly-higher pat-
tern returning in all major
subgroups by 2010, assum-
ing the economy picks up
as expected. 

A Still-Profitable
Industry

Despite today’s strongly
negative business climate,
mills and apparel makers
have managed to remain in
the black. Much of the credit
has to go to industry execu-
tives who have been able to
keep costs down and prices
on a relatively even keel.
True, earnings have slipped
in recent quarters. But much
of the decline may be more
statistical than real. 

In the third quarter 2008,
for example, the govern-
ment’s after-tax profit number turned
negative, but on closer examination,
it appears the fall-off was due primar-
ily to a one-shot big jump in non-
operating expenses. Look at net
income from mill operations, and the
earnings number is still positive —
not much below the previous quarter
and only moderately under the year-
earlier reading. 

Given the aforementioned non-
operational expense charge, a similar
trend shows up in overall 2008 earn-
ings performance — negative overall
profits, but positive operational profits.
The same is true of after-tax margins

also shown in the forecast tables (See
Figure 4). TTWW estimates overall 2008
profit/sales and profit-per-dollar-of-
stockholders-equity ratios dropped
into the red. And again, the figures
turn positive if one looks at margins
based on operating performance.

This latter conclusion is backed up
by Global Insight analysts’ projections
using a profit measure based on mill
operations — shipments less labor
and material costs. The consulting firm
suggests 2008 after-tax profits of $4.8
billion and $8.4 billion for basic mill
and fabricated mill products, respec-
tively. True, Global Insight anticipates

some erosion for 2009, though
it sees the industry again
remaining solidly in the black
as far as operating profits 
are concerned. 

And some brightening is
anticipated for 2010, when the
earnings curve is expected to
bottom out. Moreover, look
ahead to 2011 and 2012, and
the numbers could show
some fractional gains.

Employment 
Numbers Still Fall

On a less rosy note, the
number of textile/apparel
workers continues to tumble.
Over the past year, overall mill
employment dropped to only
303,000 workers, less than half
the total reported in 1998 (See
Figure 3a). While some of the
continuing decline can clearly
be traced to reduced demand,
another big part reflects the
fact that each worker is now
turning out a lot more product
than his or her counterpart a
few years back.

Expressed somewhat dif-
ferently, two forces are putting
strong downward pressure on
employment — shrinking
activity and rising productiv-
ity. The latter has helped keep
unit labor costs relatively flat
in the face of slowly rising
worker pay levels (See Figure
3b). Credit most of this rising

efficiency curve to continuing heavy
investment in new plant and equip-
ment. While these expenditures are
slowing down, TTWW regards this as
temporary and sees capital outlays
returning to previous levels by 2010. 

Another implication to continuing
capital spending: In addition to
improving mill efficiency, it adds
capacity to an already glutted market-
place. Despite all the plant closings in
recent years, textile mills at last report
were operating at only around 63 per-
cent of their potential. Other things
being equal, this translates into an
even more competitive marketplace.

Source: Federal Reserve Board (FRB)

Source: DOC

Source: FRB
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Figure 2: Supply — More Than Ample
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More Trade Questions
Perhaps the biggest uncertainty of

the new year, aside from the economy,
is how imports will fare. The answer
depends on a lot of variables, many of
which are not under our control. 

One of the most important
unknowns here is how Beijing’s cur-
rency fares. At this point, the feeling is
that further upward revaluation is
highly unlikely. That’s a major shift
from the past few years when an
increasingly valued yuan helped to
level the global trade playing field.
Behind this likely change: China, hit
by its own business slowdown and ris-
ing costs, has seen its exports begin to
slow down, thus increasing pressure
for a lower-valued yuan that could
revive export demand. The latest Chi-
nese statistics certainly seem to
explain this new strategy. Over the
first half of 2008, some 10,000 textile
and garment factories were forced to
shut down, leading to rising unem-
ployment and social unrest. It’s hardly
the climate to continue the apprecia-
tion of the yuan, which rose 21 per-
cent from mid-2005 to mid-2008.

Despite this changing climate, it is
doubtful whether any sharp yuan
downturn would be politically feasible.
Any sustained drop in the Beijing cur-
rency would almost surely cause an
uproar in Washington, where the

Obama administration has signaled it
wants a strong Chinese currency —
both to keep US imports under control
and to reduce the cost of US products
to Chinese consumers.

NCTO also is adding its voice on
the need to put a ceiling on Chinese
exports, and the currency problem isn’t
its only concern. Equally important is
the question of Chinese subsidies,
which recently have been increasing.
NCTO spokesmen say Beijing subsi-
dies have risen from 11 percent last
summer up to near 17 percent now —
an increase of 55 percent, or $10 bil-
lion, to a total of $29 billion.

The US industry also is becoming
worried by a shift in Chinese marketing
strategy aimed at upgrading their offer-
ings. More and more Chinese compa-
nies, from yarn and fabric mills to
garment makers, are striving to break
into high-end products at prices well
under those of Western competitors. 

How all these trade imponderables
play out over the new year is still not
entirely clear. The big question is
whether the United States can hold
the line on imports as well as it did last
year, when overall textile and apparel
incoming shipments on a square-
meter-equivalents basis dropped
about 4 to 5 percent (See Figure 5). The
answer, assuming Washington means
what it says about preventing another

surge, is probably “yes.” TTWW’s estimate
for 2009 calls for about another 3- to
4-percent decline in imports, primarily
because of lower consumer demand.
But demand for domestically pro-
duced goods will probably fall by
about the same amount. As such,
don’t look for any real improvement in
the domestic producer share of the
overall US textile and apparel market.

Finally, there’s the trade deficit.
Given the fact that US exporters of
mill and apparel products face new
problems because of the economic
downturn in other countries and a
strengthening trade-weighted dollar,
it looks like the trade imbalance could
grow this year to near $86 billion,
reversing the slight improvement
noted over the past year.

Industry Innovations Help
Meantime, US firms continue to

be increasingly proactive in keeping
their mills and factories afloat, turn-
ing out more new and improved
products that are helping to spur
demand even in today’s difficult
times. Probably the most important is
the still-steady stream of new fibers
and fabrics. As one mill executive put
it: “We want to develop state-of-the-
art know-how that cannot be found
in Asia and elsewhere. Our purpose
is to create new, profitable markets.”

1982 = 100 Source: US Bureau of Labor Statistics (BLS)

Industrial Man-Made Greige Finished Home Carpet
Textiles Fibers Goods Fabrics Apparel Furnishings & Rugs

1995 N/A 109.0 121.8 121.7 124.2 119.8 119.6
1996 125.6 111.7 123.6 124.1 127.0 122.8 121.8
1997 127.9 111.1 121.9 123.8 125.7 122.6 123.6
1998 130.2 109.9 121.6 123.8 126.7 123.1 124.0
1999 129.2 103.8 114.3 122.8 126.4 122.7 122.7
2000 131.0 107.2 113.2 122.5 127.5 122.0 125.1
2001 132.3 108.6 114.0 122.5 126.8 122.5 126.3
2002 132.5 106.2 112.6 120.9 125.5 122.3 126.5
2003 130.5 106.4 110.9 120.7 125.4 122.4 133.6
2004 131.9 106.6 112.6 120.9 125.2 123.4 136.7
2005 134.5 112.1 115.0 124.1 125.6 123.0 133.1
2006 137.5 115.0 119.9 127.0 125.9 122.8 140.8
2007 138.9 114.2 120.3 128.4 127.0 124.9 143.7
2008 143.2 116.4 123.4 132.4 127.9 126.6 147.3
2009 143.4 116.0 123.6 133.1 128.0 126.9 145.2

Table 1: Textile & Apparel Prices — No Big
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In the fiber sector, better perfor-
mance and value are the goals —
with both natural and man-made
types reporting new breakthroughs.
In cotton, for example, new Trans-
DRY™ offerings developed by Cot-
ton Incorporated provide users with
the fiber’s familiar comfort and soft-
ness while at the same time allowing
the wearer to stay drier and cooler. 

Upgraded polyester products are
lighter, thinner and more delicate.
New polyester creations costing
upwards of $1,000 are beginning to
show up in upscale stores. Small-vol-
ume fibers also are coming up with
improvements covering the gamut of

desired qualities including improved
washability, color, thermal insulation,
fire resistance, stretch, moisture man-
agement and antibacterial protection.

Such innovative thinking has even
spread to traditional fabrics like
denim. New offerings here include
wool blends, double-sided fabrics
and greater use of organic cotton.
There also are more multi-layered
finishes in which elements such as
weft color are combined with dyes or
coated resins to provide new oppor-
tunities to customize.

The growing introductions of high-
tech products also are playing an
ever-growing role in opening up new

opportunities — for example: smooth
new microfiber underwear; and a new
breed of battery-powered outerwear
that heats up the body with the press
of a button and eliminates the need to
layer a bunch of bulky items. 

Moreover, these are only the tip of
the high-tech iceberg. Also making
substantial marketing inroads are
performance-enhancing sports
apparel products that basically are
designed to improve muscle strength,
aid circulation and improve flexibility.
Two examples here: new garments
with built-in bands to add muscular
support; and swimsuits designed to
help swimmers zip through the
water. One company even claims to
have clothes that hasten muscle
recovery after extreme exertion. 

Nor can style innovations be
ignored. Levi Strauss & Co. says its
new Totally Slimming jeans flatten
figures and spare women from hav-
ing to manipulate their belts to keep
their jeans snug. The jeans’ high-
stretch fabric shapes the leg and
“lifts” the bottom. There’s a hidden
front panel for tummy control. 

Even relatively small markets are
being explored. Take new bullet-pro-
tection clothes that are astronomically
high-priced, but for those who must
and can afford to have such protec-
tion, they remain extremely attractive. 

Nonwovens aren’t being forgotten
either. Recently released polymer-
based products consisting of a broad
area of engineered fibers are focusing
in on such growing market areas as
medical/hygiene, filtration, wipes,
automotive, industrial and interlining.

Ecology’s Expanding Role
Catering to environmental

demands also is becoming increas-
ingly important for keeping the indus-
try’s mills and factories humming.
The emphasis on “green” applies to
the whole spectrum, from basic fibers
all the way to finished garments.

Starting with fibers, cotton, in an
effort to widen its appeal, is now
adding the word “natural” on the
packaging of 100-percent cotton
products. The trademark is intended
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to remind eco-conscious buyers that
the fiber not only is natural, but over
the past 25 years has reduced its
environmental footprint by making
major reductions in the use of pesti-
cides and water. 

Even wool is jumping on the
green bandwagon, and now offers
cashmere from goats raised in sus-
tainable herds, rather than from the
Inner Mongolian area where grazing
has severely eroded the land. 

Other new and improved organic
materials also are attracting more
attention. Bamboo is a classic exam-
ple. It grows rapidly, uses little water
and no pesticides, can be harvested
every three to four years and breaks
down in landfills. Other increasingly
popular eco-friendly fibers include
those made from soybeans, corn,
hemp and even banana leaves.

Nor are recycled fibers being
ignored. Materials entering the mar-
ket include polyester made from
plastic bottles and recycled
polyester blended with cotton,
bamboo and soy.

Further downstream, clothing
manufacturers are increasingly
touting organic fibers and veg-
etable dyes. Result: Trendy “gree-
nies” now can dress up in a wide
array of attractive eco-textiles.

In short, sustainable fashion
is in. A survey by Cotton Incor-
porated finds that more than 50
percent of consumers now say
they are putting at least some
effort into looking for environ-
mentally-friendly clothing.

Retailers also are in the fore-
front of the eco drive. Their basic
message to suppliers these days:
If you don’t follow some ecologi-
cal principles, we will look for
other suppliers who can and will. 

One final sign that reducing
the environmental footprint is
now mainstream: The increasing
reliance on third-party certifica-
tions. At last count, there were 38
certifiers for textiles. These
include such organizations as the
International Oeko-Tex Associa-
tion, bluesign technologies ag

and the International Working Group
on Global Organic Textile Standard.
Some of these outfits even work with
manufacturers in such key areas as
water use, energy and chemicals.

Other Strategies Also Help
US producers and distributors also

are using better logistics management
to improve their competitive posi-
tions. On the retail front, major chains
are fine-tuning their ordering, thus
helping them stock just enough of the
hottest styles for today’s increasingly
fickle and tight-fisted consumers.
Thanks to software advances, they are
able to order the latest styles weeks
and even months faster than before.
According to store executives, efficient
logistics has now become the crucial
element of overall production and
marketing strategies. 

Rather than relying on the old phone-
and-fax approach to placing big

orders, the industry is increasingly
applying sophisticated software to the
problem. The end result is better plan-
ning all the way from the designer to
the retail outlet. One chain spokesman
says this new approach has permit-
ted his firm to shrink the cycle — all
the way from when a style was just a
gleam in a designer’s eye to a finished
item in his stores — from about one
year to around seven months. 

Topping this, the Zara chain
claims that by maintaining an iron
grip on every link of its supply chain,
it can move designs from the sketch
pad to the store rack in as little as
two weeks. 

Better decisions on where to source
also can improve bottom-line perfor-
mance. It often makes sense to pro-
duce domestically despite the fact that
some 90 percent of the clothes Ameri-
cans buy comes from places like
China, Mexico and Bangladesh.

Brooks Brothers, for exam-
ple, prefers to make its ties in
the United States. According
to a company executive, there
are real advantages to having
your factory in your backyard
— from being able to test new
fabrics and make changes
quickly to fostering collabora-
tion with suppliers on innova-
tions like stain resistance to
having a handy place to iron
and repackage ties on their
way to outlet stores.

Another strategy, aimed at
whetting consumer appetites,
is the attempt at upgrading
sizing standards. According to
the NPD Group Inc., 84 per-
cent of women have issues
with the fit of apparel, and
more than half have trouble
finding garments that fit. New
sizing systems geared to
today’s real body shapes are
now being used by such large
outfits as QVC, Nordstrom
and Macy’s. If this trend really
takes hold, it also could cut
down on store returns, which
this past year grew 23 percent
in value to $219 billion. 

Figure 4: Profits — 
Declines More Statistical Than Real

Source: DOC
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Halting Illegal Activity
Meantime, today’s dog-eat-dog

markets also are making industry
policing a lot more crucial. This
involves not only the need to battle
counterfeiting, but also the blocking
of illegal shipments from abroad. 

Looking at counterfeiting: Some
15 percent of US shipments seized by
US Customs in 2007 consisted of
apparel, and 40 percent were
attributed to footwear. Most of these
products came from China, which at
last report accounted for 80 percent
of all seizures. Making this policing
especially difficult is the increasing
technological sophistication, which
more and more is facilitating simple
and low-cost duplication of
copyrighted products. To
counter this problem, domes-
tic firms are turning to a
series of deterrents, including
the staffing of dedicated anti-
counterfeiting departments,
checking the Web for replicas
of their particular products
and seeking third-party help. 

There’s one third-party
firm, ARmark Authentication
Technologies LLC, whose
security fibers and yarns con-
taining proprietary informa-
tion can be stitched or woven
into a garment. To see this
information, a high-end opti-
cal device is required. 

As for the role of Uncle
Sam in preventing illegal
trade practices, Washington
now is allowing anti-subsidy
cases to be filed against non-
market economies. And
there’s been a sizeable step-
up in pursuing countervailing
duties against some incom-
ing products. 

Also, the USDA is provid-
ing assistance to textile man-
ufacturers that invest in capital
improvements by acquiring, con-
structing, installing, modernizing,
developing, converting or expanding
land, buildings, equipment facilities
or machinery. Payments under the
program are based on the amount of

cotton consumed by the applicant
(See “Cotton Funding Promotes Invest-
ment,” TTWW, this issue).

National Cotton Council (NCC)
Chairman Larry McClendon adds
that given the intense competition in
the worldwide textile and apparel
market, it is appropriate for Uncle
Sam to help US textile firms take
steps to enhance their efficiency and
improve their competitiveness. 

NCTO officials also are adding
their weight to assure more fairness
in the drive to keep a lid on Chi-
nese incoming shipments by insist-
ing on new and more eff ic ient
safeguards. They argue that US tex-
tile manufacturers are among the

most competitive in the world, but
they cannot compete with countries
l ike China that both engage in
predatory trade practices and bene-
fit from illegal subsidies.

NCTO and NCC are supported by
other trade organizations including

the American Manufacturing Trade
Action Coalition, the National Textile
Association, the US Industrial Fabrics
Institute, UNITE HERE and the
American Sheep Industry Association. 

A Summing Up
While domestic and global eco-

nomic problems will continue to buf-
fet mills and apparel makers, their
overall prognosis isn’t really all that
bleak. The industry will weather the
current economic downturn and
should be on its way to bouncing
back once the economy recovers. 

That’s not to say the losses of the
past decade will ever be recouped.
But the industry — given the recent

consolidations, global partner-
ships and willingness to con-
tinue investing — is now
leaner and meaner, and able
to respond a lot more quickly
and decisively to changing
market conditions.

If there’s any doubt about
the domestic industry’s ability
to compete in today’s one-
world market, look at its con-
tinuing productivity gains.
Over the past decade, effi-
ciency has increased 50 percent
— the second-highest rate
among all US industrial sec-
tors. Moreover, despite all the
recent shrinkage, the US textile
and apparel sector continues to
rank high in terms of ship-
ments — nearly $90 billion this
past year. And the same is true
of its exports to the rest of the
world, where the United States
is still the third-largest
exporter of these products. 

Nor is TTWW alone in express-
ing long-term optimism.
Global Insight now sees steady
to even higher industry activity
possible as soon as 2011. 

In the words of one top textile
executive: “We’re surviving the cur-
rent downturn a heck of a lot better
then many other domestic industries.
Come back in another 10 years and
we will still be here — still a major
player in world markets.” TTWW

Source: DOC
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Figure 5: Trade — A Mixed Picture




