economic feature

1/27/15

12:59 PM

Page 32

under preferred levels. And it’s much
the same story in the domestic
apparel sector where a 3.5-percentage point rise in utilization over the
past year — to only 76 percent — has
left U.S. clothing manufacturers with
a similar problem.
To put all this in proper perspective, these current utilization rates
are nowhere near the 85 percent and
higher levels prevailing in the late
1990s just before the huge Chinese
import wave hit.
But imports aren’t the only reason
for current excess capacity. Another
key factor is the need for more effi-

cient capacity in order to survive
today’s strong international competitive pressures. Indeed, that’s the
major reason why our domestic mills
last year spent upwards of a billion
dollars on new plants and equipment
despite less-than-desired demand.
Moreover, there’s increasing evidence that the new year will see a
continuation of this strong capital
spending. Thus, as reported in recent
TW issues, new plant and equipment
spending is widespread — embracing
the broad spectrum of mill activity
including fibers, spinning, nonwovens, composites, technical fibers,
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Figure 2: Operating Rates & Capacity —
Supply Still More Than Ample
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floor coverings and textile chemicals.
Not surprising then, the amount
of money being earmarked for this
purpose isn’t all that much different
from the capital spending totals of 5
to 10 years ago when the industry
was a lot larger.
Viewed from another perspective,
TW estimates that some 2.2 percent
of a mill shipment dollar now is going
for new investment — actually a bit
bigger percentage than a few years
ago. It’s a pretty good indication that
company executives are backing their
views of a still buoyant industry with
impressive cash infusions.
One thing for sure, all this new
investment — even with continuing
closures of old plants — is bound to
keep mill utilization rates well under
preferred levels for several more years.

Benchmark data revised 2013

All these supply and demand
trends, of course, will be influenced
by incoming shipments from abroad
— shipments that will continue to
account for the lion’s share of U.S.
textile and apparel demand. But on a
somewhat more positive note, TW is
convinced that the big domestic
losses of past years are over.
The big question, of course, is how
long will it take to even partially
recoup lost markets? Clearly, it’s unrealistic to expect miracles. Note, for
example, that while our small share of
the market has stabilized, there still is
no statistical evidence of any big nearterm shift back to U.S. shores.
On the other hand, it’s likely that
there will be some gradual improvement. At least that’s the view of The
Boston Consulting Group, Boston. A
new survey by the firm finds that
executives of American industries,
including textiles and apparel, see
their share of the overall U.S. market
increasing by about 7 percent by the
end of the decade.
True, that’s hardly earthshaking.
But it’s a major shift from the share
declines noted over the past decade
or two. One indication of this changing pattern in the textile and apparel
sector can be seen in Figure 3, which

