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lntl"{,4'uction 

1./ !his atu4 will eu•1 ne the ch•npa which are oca.ir
, ring in the textile and clothi!gincluatries in BunPJ7. 
!he poai tion o: the entire aector and its inner stmctural 
~· are both tiscuaaed. In Bun&BJ7, 41 per CeDt of the 
21 J billion wo~'th GDP ia produced 'bJ' the jLclutr,r. ltlile 
the textile incluat17 account• for 4.5 14r cent of the in
dwltrial outp.:.t and. the c1othi.Da induatr,r for 1111 adtitional 
1. 6 per oent, 7. 3 per cent of the total of thoae •plo7ed. 
in induat~ work in the textile 1111d 4.6 per cent in the; 
clothing induatr.r. /l./ 
2./ fhe textile and clothing industries do not experience 
41namic growth and thtr are often called l-y many a declin
ing sector. Th~have cert~:d.Dl.7 lost consl.derable weight in 
the economies of the OBCD countries in recent decades. 
Domestic factors, like the swifter growth of other sectors, 
the fact that a number of firms were driven out of the 
market and the modest growth in consumption were accompan
ied by rapicll7 increasing competition from certain deTelop
ing countries. ID -She ae1111while intemationa1 trade in 
the sector, both exports and iaporta increased rapicll7. 
!he purpose of the present aune7 ia to relate what ahape 
these atmctural changes are telr1ng in Hun.pr;,. It ia 
worth en•1n1ng which are the phenomena which are similar 
in Runpr,y to those occurrin& in other co\mtries whose 
level of economc 4evelo14ent is similar to that of H1mgary 
and which are the differences. The differences and the 
specific features are the result of Bunpry's particular 
develt'pnent, historic and geographic conditions. They 118.J' 
alao be due to the characteristics of socialist ecOD.Ollic 
aanatlment, and aay also be linked to the special condi
tions which exist amol18 CllEA countries. 

3./ The survey discusses primarily the present situation 
and perspectiv":'s of the textile and clothing industries. 
It will also discuss earlier developments only as they 
are necessary for prorer understanding of the present 
situation. 

4 ./ The first part will introduce the development of the 
sector thus far, and give an account to the present situ
ation. 

The second part examines th~ role of the textile and 
clothing industries in supplyiDg domestic needs 11n foreign 
trade, and in the international division of labour. 

The third pa:t"'t examines the adjustment to the ~omestic 
and world economic situation and the problems this creates. 



:rina117, there ia a special 4iacuaaion of the opporhni
tiea which are present for cooperation between lf1mgar,r 
and. the 4enJ ">Pina countrie a. 
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1./ ~· place ..!L!!!!!!!!..!11...f..J:!!!!!!!!!L~ thi!Llh!nl!:..Iie 
~duatg 

Significant growth of inclu11tr;r in Hunaar.J began at the 
end of the lut 081l"tur,r. !he developaeilt of induatry was 
one siclecl within the Auatro-Bunprian Bllpire. While heavy 
industr;r /aetallurgy, engineering, chuaical industr,y/ was 
established, light induatr;r was aostl7 missing. !he 
Hungarian textile induatr,y co·nred appronmatel7 14 per 
cent of doaestic consumption. It was primarily a sup
plier of raw material.a to mills in Bohemia and Austria 
and a market for their finished products. /2/ Before World 
War II Austria's textile industr,r was ten times bigger· 
than Hungary's. 

Between the wars •phaais was put on light indus·,;r,y as 
part of a protectioni11t fndwltrial policy. lfhe textile 
became 'the aost rapic117 growing sector for t~t period, 
tying clown one third of innstments in Bunprian llallU
facturing incluatriea. In 19 38 textiler.1 and clot~ ac
counted for 20 per cent of industri "l.". output /3/ and 
:tul.17 aatiafiea domestic needs. /4/ 

The intensive industrialization of Hungary occurred late 
compared to western countries in the courses of the past 
fort7 years. After the war economic policy was aimed at 
rapid induatrlalization and strinng for autarohy. The 
textiles and clothing were gl.ven low priorit7, as heavy 
industey was developed prillari.17. Between 1950 and 1955 
90 per cent of industrial inveatllenta, and still 81 per 
cent between 1961 and 1965 were allocated to heavy in
dustry. /5/ Consequentl7, industries which traditionally 
could be cor..aidered basic as e.g. textiles and food pro
cessing rapidl7 lost their standing. The share of ._otal 
industrial prodlletion of textiles and clothing diminished 
from 22 .4 per cent in 1950 to 10.9 per cent in 19o5. /6/ 

However, the order of magnitude of the change was not 
extraordinary. !he ahan of teniles end clothing con
tinually diminished in the whole of Western Europe at 
the tiae. For the first tiae in the modern history ot 
the HUJ18B.rian econom7, the aacro-structure of Hungarian 
industry followed the pattem or equally or more de
veloped countries. The reason for this semblance were 
somewhat clifferen.t on the Hungarian side. 
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Por inatance, in 1964 the weight of tenllea an4 cloth
ing wi'thin the •annfac'turine in4uatr.l.ea ot the OECD 
oountr.l.ea wu betweell 10 an4 14 per cent, b7 the en4 
of the 70' • it ha4 tall.m to between 5 an4 lo per cent. 
It neeine4 Jligb cm;l.7 ill Ital.7 /16 per cent/ UL4 in 
Spain /15 per eent/. ID tia8 - per.l.o4 ot -tiae it fell 
in Bunga17 ~ 13. 7 per cmt to 9 .6 per cent. ~ 
Clreece waa an exception to this tnn4, when tile 8hare 
of the sector roae trcm 21 per cent to 26 per cent. /7/ 
!his trend was present in the ~ coun:tr.l.ea. /!able •o 1/ 

!able Ko 1 ----..-
The share of textiles and clothing in total industrial 

output of the aMEA countries 

..J.260 1~z6 128J 

BU1L&'U'7 13.4 9.0 7.8 
Bulgaria 21.0 12.7 8 P1' 

• I 

Czechoalovald.a u.o 9.1 9.0 
Glli 13.4 9.4 9.1 
Poland 15.5 12.7 11.6 
Ruman] a 15.9 13.9 13.0 
Soviet Union 22.3 16.3 14.9 

Source: CMEA Statistical Yearbooks, Moscow 

The table indicates that textiles and clothing are not 
among the c11namicall7 growing sectors in H1mgaey either, 
but - if one wishes to use this debatable tem - they 
may be included among the decl:ining sectors. This is a 
universal phenomenon in the industrialized world. Some 
rapidly industrializing and export-oriented smaller 
countries of the Pacific region and some less developed 
South European couutries, as e .g.Portugal. and Greece are 
the only exceptions. Between 1960 and 198 3 the propo~ 
tiunate dsclillf of clothing and textiles was fastar in 
Hungary tbs .. 1 in the average of the CME.A countries /ex
'-'=;.~ JjUl~:aria/. 

A fu"!ldamental difference between the OECD co1Jntries and 
Hungary is ne~erthele3s conspicuous. !n the ~ECD countries 
the loss of weight of textiles and clothing to the benefit 
of other - more dynamic - Bectors was also accompanied by 
a drOp in 1;heir prod.iction in absolute figures. 
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!he reason f'or thia was ~hat in the COUl"lle of tile reacl
iuataata in the aeventi•• the 1ocation of acme of the 
procluction. wae ehifted and iaportant Dew 8Uppliera ap
peared OD their clmeatic market. In Hungary, ao :far the 
output of the aector has 'been growing or hall been atac
nating, aJlCl the re4Jlction h&ll occurred onq 1Jl relatiw 
te:nu; 01117 'tlM abare 1D total induatrial output haa ti
llilliued. !he trends in the "1Laaics of procluction in 
ftr101111 regicma of tile wor14 ia ahown by !able •o 2. 

T1ble Bo 2 

!he world ;erocluction of textiles and clothing in dif-

f'erent resona and H1ma;a f!~63-8JL annual_:e!rcentage 
rate of change in vol.ume 

1263-7J 12:ZJ::8J 128:i 
!eniles ----
World total 5 -1.5 
OBCD countries 4.5 -1 -3 

of which 
BBC 2 -1.5 -4.5 
USA 4.5 0 -2 
Japan 7.5 -1.5 -2 

Devel~!'ing 
couutri•es 4.5 0 

CllEA coun-tries 6 2.5 0.5 
Bnngar;y 3.8 1.2 2.1 

~!!!i!!s 
World total 4 -0.5 
OECD countries 2 -1 -5 

of which 
EEC 1.5 -2 -7 
USA 2.5 0 -5 
Japan 7.5 -1.5 -2 

Developinge/1/ 
8.5 co·untrie _all/ 5. 5 

~;rie 7 4 2.5 
H1 5.9 1.1 3.7 

lotes= 1/ including the leather and 
shoe industries 

2/ clothing only 

1282 128J 

-2.5 
-5 2.5 

-3.5 -2.5 
-8.5 13 
-2 0 

0.5 
-1.5 0.5 
-2.8 o.a 

-2 
-5 1..5 

-3 -2.~ 
-9.5 /9/ 

3 -3 
~ 
~· 

0.5 0.5 
-2.6 -4.8 

Source: UN Monthly Bulletin of Statistics, OECD, Indicators 
of Industrial Activity, national statistics, 
For the Hungarian data: Collection of' Industrial. 
Iata 1972; Yearbook of Industrial Statistics 1983; 
Main natioL:.J. economic prJcezse~ 1980-83, Central 
Office of $tatistics, Budapest, 1984 
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ilthoup it• share in total. production d1w1n1shed to a 
sillilar ener.t as in moat i.Dduetrialised countries, Hun
garian tenil•• and cl.othllagclid not undergo those obangea 
which occurred in the OBCD .. ~tries :1l1 the •ixtiea and 
eepeciall.7 in. the aenntie.-~ the latter period a 
strong differentiation occurracl, in the course of which 
the modernisation of acme pro4ucte or of aoae phases of 
pl'f 1cluction were mi ttecl, their pro4Dc. ti on ~ ~11con
tillued, and •ana nre concentrated on other s1tctora. 
~he•e were priJlarily new products, acme of exceptional. 
quali ty, which followed fashion .rapidly, some of them 
even dictated the trend. 

In certain cases striking results in p~ductivity could 
be achiev~ 1 by the introduction ot· ruJ.1 a·u.toaation and 
of llicro-el.ectronics on a wide scale. ~hi.a l.ed to strong 
selection between the moat modern e.:ld 'the clecl.ining tex
tiles and cl-:>thing enterprises, and increased efficiP.ne?y 
in two respects: on the one hand, it led to a steep rise 
in procluctin:ty in firms which were aelect1>d in certain 
WQB, and. on the other, the cli.amantliDg of aiaple M&a 
pl'Ocluction ha.a increased tile efficiency ?f ~ whole 
sector. BQori-orientation atrengthened. J.t the 83ll8 tiM 
the ehare of imported ti.Dished products increased rapicllT 
in 40lle11tic trade. 

n.tri.ng the B8Dle peri~d, in Hungary the emphasis was put 
on the quantitative growth of production. !ha domestic 
market had 11 ttle influence in changt ng product pattema 
or develop11ent, since it ~ould not be described as satu
rated in spite of the growth of co!lSUllption. Over a con
siderable period of time tha demand of markets in CD! 
countries also represented a feeble stimulant to tex-
tile or clothing proclucti~n. 

The modernization of production was attempted eimulta
n.eously almost across the whole industry in the seven
ties, when it coul.d no longer be postponed. The objectives 
included the growth of production as we.:i.1 as the modem
ization of products/tec:anology. 

The process of selection which occurred in the West 
assertad itself in the Hungarian induatrs to a small 
degree on11. This too explains why gradualll' Bunsary 
fell behir.d the leatlers in the textile and clothing 
industey. 
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2./ Oomnmer trends ----------
In all countries which have nercome tileir low degree of 
tlaveloiaezit, the couuaption of textiles and clotld.DB 
gron aon al.owl7 than total oonsuaption. Thi.11 has hap
pened in Bunpr;y as wn.ai th:>ugh in recent tlacades this 
tnn~ 1r&8 not u at .. aq aa in ~ other countries of 
eiw1lar lenl of 4e'9.tlopaent. Por i.DBtance, in the first 
half of the sixties the volume of 'llothblg co:n_.auaption 
grew much aore slowly than total t.·omnmption /1. 2 per 
cent as against 3 per cent/; in the second ha1f of the 
ctecade growth was equsl /5 .4 per cent 81ld 5. 3 per cent 
respectivel;r/; in the seventies it fell again conaide:i
ab~17 behind the growth in total. CODSUlllption /2 .1 per cent 
as against 3.9 per cent/. Between 1980 and 1983 clothing 
conl{Ulllption fell by one tenth of one per cent annually 
as compared to an annual 1.5 per cent growth in total 
consumption. /8/ 
In 19 38 15 per cent of total consuaer expenditure was 
spent on clothing in Jhmgary, in 1950 the corresponding 
percentage was 13. 7 per cent, in 1970 11~ 7 per cent, and 
in 1983 aa smal.l as 8.4 per cent. /9/ 

~he role of clothing and textiles within the total con
sumption of the OECD countries and of Hungary is shown 
in Table Ro 3. While in the sixties, the share of con
sumption in Hungary exceeded that of the average of the 
OECD countries, in the eighties it fell gradually to 
their level. 
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The ahare of the 

.Q2..ajrz __________ !2§2::!22!..!!!!Y!~9{.~22~21u!!!Y!_~1a-~..!D!'Y!... 1280 .1281 
c v c v 0 .,. .,. .,. 

Canada 9.3 9.1 8.7 8.5 7.7 9.3 9.2 9.4 
USA 9.0 9.1 8.1 8.1 6.8 8.4 7.9 8.2 
Japan 10.2 9.1 7.7 7.7 7.3 7.5 7.2 ·6.9 
Auatl'Bl.ia 11.2 10.4 9.1 9.4 8.0 7.3 7.5 7.5 
Austria 12.6 11.6 12.3 13.2 11.5 12.2 12.7 
Belglua 8.4 7.3 7.5 7.0 6.6 6.6 6.6 6.6 
Denmark 10.6 8.1 7.9 8.8 5.8 6.4 6.4 6.6 
Finland 10.0 9.0 7.8 7.4 4.8 5.1 5.4 5 .2 
Prance 10.0 8.8 8.7 8.7 7.1 6.8 6.7 6.8 
Pederal. Rep~blio 

of Germany 11.4 10.5 10.4 10.4 9.5 9.3 9.0 8.8 
Greece 10.l 10.7 12.4 12.2 11.3 10.2 10.9 10.4 
Ireland 9.8 8.9 10.l 10.3 8.5 8.2 - -
Italy 10.3 9.7 9.6 9.6 9.8 9.1 9.5 8.9 
Holland - - 10.4 10.9 8.6 8.6 
Norway 11.6 10.6 10.3 10.2 8.7 8.6 8.ti 8.5 
Spain 9.7 - 10.4 10.6 10.6 9.0 8.5 -
Sweden 10.0 8.0 8.1 7.3 7.7 8.7 9.1 9.3 
Switzerland 8.3 7.1 6.7 6.7 4.9 5.0 5.1 5.2 
Great Britain 10.l 8.1 8.9 8.2 8.0 8.7 8.9 
HUD8Rry 12.9 12.0 11.1 D .• 5 9.5 9.2 8.9 8.9 -
Notes: a/ or the data from the preceding or next year 

c = at current prices 
v = at constau+. prices /ueual.ly baaed on 1970/ 

Source: OECD, Comptes Nationaux, Textile Induet1'7 in OECD co~triea 1981, Pari• 1983 
The Income and ConsumptioXL of the Population 1960-1979, Central OffiOlt of Stati•tioa, 
Budapest, ror the year concerned 
Main National Economic Processes 1980-1983 - Central O~fioe of Statiatica, Budapest,- 1984 
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As cm.pared to ~he Bunprian leftl of cleTelopaent, the 
ahare of clothing con&Ullpticn per capita fell relati'99lr 
rapidly, and what is aore, the market tid not beco11e aa
tura"tec!. /It i• considered saturated if purchaseP. are 
made onl7 to replenish stock or bspi.Dg up with changes 
in fashion./ Several factors have contributed to this. 

a./ Up to the second half of the 70'a the Hungarian price 
st:ructurG differed considerably from that in the West. 
Private and public eenices as well as food were cheap, 
and the prices of industrial gooda were high. !hie i• 
why it could happen that at the beginning of the six
ties clothing coD8Ulllption grew half as fast as total 
consumption. In the seventies th.! price of clothing 
grew less in the industrialized countries than those 
of other goods and services, in Hm>.gary - between 1970 
and 1978 - only the price of beverages and tobacco 
grew f'asi;er than that of clothing. 

Since then price rises have become more frequent with 
respect to other good& as well, sometimes more sig
nificant than those in clothing. /!he rate of annual 
inflat;.on is approximatel7 8 per cent./ A lady's 
summer dress costs up to 10-25 per cent of the aTerage 
monthly wage /not income/. On the other hsnd, full 
cosmetic treatment costs ~ per cent, and a concert 
ticket approximately 2 per cen-'i; of the saro.e wage. 

b./ The standard of living rose considerably at the be
ginning of the seventies, the purchases of almost all 
durable goods on a r.assive scale ,.,ccurred simultane
ously and this depressed considerably the then be
ginning gro1.-th in the consumption of clothing. 

c.; ./ 'fhe need to restructure the Hungarian balance of pay
ments /which was in the red in mid 70's/ led to re
strictive economic policies in the early 80's. This 
did not favour the demand for clothing. 

All thsse factors together resulted in the faster decline 
of share or clothing in total consun=.ption, than in most 
countries of Western Europe. A possible fall in relative 
price level would probably create a considerable growth 
in demand =~or clothing. 

3./ ~P.!l!!?-2!...R!:2~~~!! 
The share of the principal sub-branches in the prod•1ction 
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of the textile induatr,r was as follows 1.Jl 1984 s /in 
ftlua/ 

cotton induatr.r 36 per cent 
wool in~uetr.r 21 per cent 
nax- and lt9ap incblstr,r ll }'9r cent 
eillc 1.Dcluatr,r 5.4 per aent 
haberdaaher;r ind.uat17 7 .4 :p9r cent 
lmitting incluat17 19.2 per cent 
Source: Yearbook of Industrial Statistics, Buclapeat, 1984 

!he output c-f soma important products was as follows in 
1984: 

cotton 7arD 63400 tons 
cotton fabrics 30 3 in million sq .m. 
flax and hemp fabrics 39 " -
wollen fabrics 39 " -
silk fabr.lca 47 - " -
kn1 tted under · and outer wear J.2400 tons 
source : linistr.r of Industr.r 

The output i!1 ten;.les rose between 1981 and 1985 bJ a 
total of 5 .5 per cent at eomparative prices, while the 
output in clothing stagnated. 

Production expanded at an above the averag_e rate in flax 
and hemp, in wool, in haberdaaher,r and ladttingJ in cot
tou and silk industries growth stayed below the average. 

A slow favourable change in the structure of production 
has occurred. Even where the volume of production di
ainished, value increased somewhat. At the begiJJJJ1ng of 
the 1980'• the product pattern adjusted better to changes 
in fashion than in the 70's, althou~ it is not yet pos
sible to speak of fundamental st:ructura.l chanees. 

In fabric production the share of capital and labour in
tensive wovens fell, and the share of higher productivity 
crocheted fabrics and non-woven products rose. 

The pattern of materials used followed international 
t:nmcls. Tbe share of natural iibres dropped from 54.4 per 
cent to 53 per cent. The share of man-made fibres ro3e; 
it o:;i:is 47 per cent in Hungary in 1984, while in the West 
European countrie~ it fluctuated betWP.en 60 and 70 per 
cent. Withi:l man-made fibres, the share of synthetics 
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rose between 1980 and 1984 tram 30.8 per cent to 34 per 
cent. 

In the ;years to cme the use of 11&11-.acle - inc1uting 
&Jn.thetic - fibres and filaments will increaae further 
to a aull extent 0n17. ~he reason for this ia that the 
deNand for clothing made of natural material.a is 011 the 
inc1 .. aae both on the BunpriBll market and traditional 
external 118.rketa. Man-11a4e fibres will be used in tuture 
to a greater extent in the ••nufacture of textiles for 
technical. use and some fumishings. 

It is likely that in cotton processing one quarter of 
the basic material used will be man-made fibres. Instead 
of the traditional rayon used today, industry will in
creasingly require synthetic staple fibres and new syn
thetic fibres /e.g. pan, pp/, as well as mate1'."ials wi~h 
improved p:."Operties for special purposes /e.g. high-

-strength, high-stretch, non-flammable etc./. 

As regards cotton fabrics, their average width as well as 
the share of fabrics of a fine finish will increase. 
There would be high demand for some special products, 
however clue to the backwardness of their •aDufacturing 
technology they are often in short suppl7. These include 
e.g. poplin, batiste, velvet, illpel'!lleable. 

In the wool industry - as contrasted to the cotton in
dustry - the use of natural wocl is r.elativel7 low by 
intenia.tional standards and its share is slowly djmin
ishi.ng. In the coming years, however, the share of wool 
and of synthetics will rise and the share of rayon will 
be reduced. 

In the silk industry the use of traditional rayon.yams 
is gradually diminishing, while synthetics and to a 
smaller extent cotton and cotton-type yarns are gaining 
growid. 

In knitting the use of cotton and cotton-type yarns has 
increased. The level of the use of wool and wool-type 
yarns has remained largely un~hanged, and the quantity 
of products made of rayon has dropped to a minimum. In 
future, the use of cotton and cotton-type yar.ns will grow 
moderately in the lmitting industry, including a higher 
d€'mand for blended yarns. The use of wool and wool-type 
yams will also grow to s. small extent, with emphasis on 
increasing the percentage of wool. With the exception of 
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the atocJd.n& and pant7-hoae product grou:p, the use of 
a;vnthetic 7&m8 1• loai.D& importance, mt then i• a 
growiD.g emphasis on apeciall7 processed precious :tibree 
which ap~Jroach the properties of na'tural fibres. 

In the clothing inclustr.r the ah.are of outerwear increases 
at the expenae of underwear. In tile lmittiDg iDcluril'J 
the 8hare and fa.ahionableneaa of aporia an.cl 1eiaure goocls 
i.a g:rowiq~ mt the output of a nuab!lr of obaoleecent 
products ia not djm1niabing9 

!he transfomation of the production st:mcture is pro
aoted by technological progress and by increased adjust
aent to market demand. It slowed, however, by the fact 
that some of the investments are only directed at keep
ing up production and by the constant large turnover of 
manpower and the deterioration of professional skill~. 

The modernization of the structure of production is also 
slowad down by the circumstance that domestic trade re
lies overwhelmingly on the products of doaestic industry 
and this - to a certain exter.i.t - llakes industey respon
sible for producing the whole ranp of products. !he 
necessity to increaa1 the quantity of exports ties down 
all capacities and a.1.so makes difficult to update the 
product pattem and "" phase out the production of un
economical products. 

The greater part of the prGsen·t fixed assets of the Hun
garian textile and cloth.Uig industries were installed 
in the l!leventies. Duril18 the industrialization of the 
fifties and the sixties few investment and developnental 
sources were left for tertiles and clothing. Output was 
raised mainly in an extensive manner. The existing stock 
of machinery was used to full capacity and new, mainly 
female labour was employed. In the course of the sixties 
these sources became exhausted, the eq~ipment of the 
sector b~came increasingly obsolate, and depreciation 
was set at such a low rate that not even replacementfor 
natural deterioration could be assured. The technical 
standard of 'l..ae sector fell so far behind the interna
tional level that it became impossible to produce .:.t an 
acceptable efficiency. /10/ 
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In the se'Tellties a comprehensive progrume of recon
stmction. and aodemisation was put throup. J'ized 
assets in the aector roae b7 40 per cent between 1970 
ancl 1975, an.cl b7 a :rurther 60 per cent between. 1975 'and 
1980. Innetaents in textiles were soaewhat under the 
average, and those into the haberdasheey, knitting 811d 
clothing were above the averace. 

In the light industries /approximatel.;r 62-63 per cent of 
which are u.cle up b7 the textil.e, clothing, leather and 
shoe sectors/the l'atio of investments over a longer 
period ha.a been as follows: construction 29 per cent, 
domestic machinery 15 per cent, 11achinery :imported from 
the CUA cormtries 11 per cent, machinery imported from 
the westem countries 35 per cent, end other invest
ments 10 per cent. 

The reeonstruction resulted in progress in several 
branches. This included, among others, 

- efforts directed at proceasiJlB 1ower quality cotton 
were success~; 

- novel spind1e1eaa spilmerheada were introduced, 
though the spinningaacbines were not replaced; 

- the proportion of automatic and shuttleless looms 
reached 81 per cent in 1982; . 

- one third of the lmitting machines was aechanically 
operated in 1982, one third mechanically controlled, 
and one third programmable ; 

- the mechanization of finishi?l8 reached approximately 
60 per cent of the West B.iropean level; 

- the technical. standard of the machiner,y in the 
clothing induatry progressed most vigorously, the 
proportion of automation being 72 ~er cent for cle
cating machines and 88 per cent fo • bonding /lami
nating/ machines; 44 per cent of sewing machines 
are automatic; 

- the reprocessing of waste from the opening, cleanjng 
· an~ carding machines and in the lmi tting in.cluat17 

was extended; 
- the specific use of energy, chemicals and other u

teri.ale dropped with respect to both conventional 
and the new technologies. 

Between 1971 and 1980 65 per cent of the machinery assets 
of the textile industry was commissioned in the course of 
reconstruction, but since then the rate of investment has 
slowed down. In 1982 the proportion of machines younger 
than two years was 5.6 per cent, and of machines older 
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than 17 rears 15.3 per cent. The situation ia leas fa
wurable than tke anrage ill cotton, fiax and silk in
cluatriea, and better in the lmitti.Dg, haberdashery and 
wool.incluBtriea. 

73 per cent of the 1982 11achinery park of the clothing 
incluetry wu cmm:l.asioned between 1971 and 1980, and a 
turther 12 per cent in 1981 and 1982. The •hare of tex
tiles in the ~°t"ok of tized a1»eeta of indl:stry ia 4. 7 
per cent, that of the cloth1.ng industry 0.7 per cent 
l'J.982 figure/. /ill 
The reconstr~ction has not been f'Ull.7 successful, its 
goals and results were both limited. An adequate techno
logical environment was not al.wa7a provided tor modern 
imported equipnent. The manufacture of fabrics was un
able to keop pace with the capacities of the clothing 
industry, either in quantit7 or in quality. So~e of the 
new 11achines obtained in the course of the reconstruction 
were not of the highest standard. The level of techno
loQ i1a8 quite unequal in the different stages of pro
chlction. 

Technical disproportions arose in respect of some of the 
new inveataents. so for instance, there was no attention 
paid to auxili&r7 or finishing activit7 on several acca
aions which reduced the ef'ficienc7 of the entire invest
ment programme. 

The tecbnological standard of the Hungarian fims con
tinued to be rather mixed even after aodemiz;~tion. En
tirely outdated technologies aay al.so be found next to 
factory units using latest technology. !his ia to a cer
tain extent characteristic of the Hungarian economy as a 
whole but it is especially obvious in textiles and cloth
ing that the mode:nli.zation of the basic production pro
cesses is not accompanied by that of the preceding and 
the follow-up stages of production. One of the reasons 
hampering the effectiveness of moc1el'Dization was the lack 
of Hungarian built equipaent, and so the reconstNction 
was mainly based on imported aact.1nery. 

The efficiency of continuous and autaaated production is 
diminished due to the somet:illes uneven delivery of im
ported and domestic materials, auxl.11817 materialc and 
acc~ssories and by the low degree of mechanizatior of 
subsequent phases, e.g. that of transport and wholesa.li.ng. 
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!he loeaea caused by obsolete teclmolog and low profit
abilit1 were broU&ht to light aore clearl7 by the pre
•nt •rstea of economic control. Howenr, neither the 
etfoct cat lw proti tabili ty nor the pressure of the world 
aarket 81."8 atnmg enough to ensure the rapid eliw1nation 
of backward technologies. ConsequantlJ 1 t i• neceasar.r 
'\o reclcon wi·th the coexistence of aodem and obsolete 
technologies tor a lonpr period. Selection is also 
etJllied by the ecoDOlli.c authorities urBing the Hungarian 
producers to keep up supplies to the dCDeatic market and 
to increase the qwmti ty of exports. 

By the end of the period of big investments extemal con
ditions had deteriorated, and the hopes that reconstruc
tion wou1d illprove international competitiveness were 
not entirely fulfilled. World market prices for raw materials 
rose, opportunities for importing raw materials from the 
CllEA countries on L_ ."Ourable tenns were narrowed down, 
there were depnssed prices. on the mar..cet of finished pro
ducts, and the prices of new equipnent rose considerably. 
Competition became keener; in the OBCD countries with the 
dyllallic finaa that had eucceasf'ul.ly overcome the diffi-
cul tiea aud with the rapidly developing South Bu.ropean 
and Par Eastern countries, mt alao with other CllBA coun
tries. 

The problem has been intensified by decreasing investment 
opportunities in general and in particular for the tex
tile and clothing industry, and this put an end to the 
upswing which had occurred toward the end of the seven
ties. Between 1970 and 1975 6.4 per cent of total in
dustrial investments, between 1975 and 1980 4.5 per cent, 
and between 1980 and 1982 3.3 per cent went into the tex
tile and clothing industry. /12/ Between 1981 and 1985 
the volume of investments was lower by 40 per cent than 
in the preceding five years. /13/ At the sama time, in
vestments ajming at increasing the volume were replaced 
first by investments improving the quality of the product 
and raisin& its value, and second by investments increas
ing productivity and substituting tor manual labour. 

5 ./ !!!;!power 

Between 1950 and 1970 manpower flowed from agriculture 
to industry in Htmgsry, and e.t the beginning of the 
eighties the now of manpower began from industry to 
service sector. 
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BetW"een 1980 and 1985 the mmber aplo79d in inclwrtr,r 
fell b7 11 per cent. An above aTitrage cl:rop in llBJlPOWQr 
occurred primaril.J' in •tallura and m the light in
clwrtriee. 

136.000 persons worked in the Jlun&arian textile indust17 
in 1975; in 1985 only approximatel.7 100.000. In the 
clotbi ng industry the decline of manpower m elower, 
an4 cluriDg the ten 79ars 11811tioned the IWllbel'll cJropped 
froa 81. 000 to 65. 000. /14/ WOlllell accounted :for the 
greatest pa.rt of the fall in numbers and it has became 
aore and more difficult to operate the night llhift. 
Thia decline in JlUlllbers was not accompanied b7 technical 
davelopaent which might have counterbalanced it. In the 
industrialized countries the reduction in manpower is 
accompanied by vigorous mechanization which lead.a, as 
the last resort, to a rise in productivity. In Hungary, 
in the a:ajority of factories - including thit whole of 
the texti].e and clothing industries - the share of pro
duction within total industrial. output dropped faster 
than that of manpower within total industrial eapl<'7-
ment. /See table 4/ 

Table lfo 4 

Share of the textile and cloth.ine industries in total 
industrial output and in industrial emplozment 

/in percentage/ 

1965 1970 1975 1983 
output 8.2 6.4 6.3 4.2 

Textiles 
_____ !!E!2l!!~--~L_...§.:.2__..1&_..1.:.J_ 

output 2.5 2.3 2.2 1.5 
Clothing 

employment 3.7 4.3 4.7 

Source: Statistical Yearbooks, Central Office of 
Statistics, Budapest 

4.6 

Iabour intensity has increased in both branches, and 
this differs fundamentally from trends in the highly 
industrialized countries. 

The inveG-;;m~nts undertaken in the OECD countries did not 
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aim to expand capacities but to increase productiri.t7. 
In Hungary, the reconat:niction and aoclemisation pro
~ of the tenile 1.nclustr, in the eennties •erred 
al.so the expansion of capacities in adclition to raising 
producti 'ri. t7. But a:rter the 'hm:i.Dation of reconstNc
tion the in"f8a1aenta in the tenil.e :lllcluatry dropped 
coneiderabl.7. ~here wre C)ODlleq1181ltlJ' harcll7 &IQ' aeana 
left f'or at:nictural iap~"• or f'or increasing pro
«blcti Ti t7 within tu eziJtiDg atncture, which would 
make the recluction of' 11811.powr poaai ble. 

•ore available IUl.llpOW9r - anticipated e'ftll in the pe
riod of the recoD.Stro.ction, that is in. the seventies. 
Bat life denied this expectation, and tocUQ- one of the 
obstacles to a smooth operation of' the tenile industry 
is a shortage of 1118Jlpower. In addition, the level o! 
profitability of the industry ~iP!!!rs small scope to a 
rise in wages. The dynamical.ly growing sectors syphon 
off manpower, especially in large industrial centres. 
The manpower problem was eased somewhat in the seventies 
'bJ' the relocation to countr,y areas of some production pro
cesses and plants. At the eaae time, this dispersion of 
procluction caused internal organizational problems in 
large centra1ized companies. 

In recent 79ars acme new phenomena have contributed to the 
bridging over of the severe aanpower shortage. One is that 
in the seventies jobrrork contracts were generated by the 
clothing industry with fims in the OECD countries which 
eased to a certain extent the m6npower problems of". the 
textile industry since jobwork used mainly imported ma
terials. In addition the rol.e of foreign labour is grow
ing, although it is not a decisive factor. 

Another Hungarian speciality is cooperation with a number 
of faming cooperatives. Equipnent is made available to 
them in various fo:nns. At least 3000 persons are employed 
in this way in the clothing and 1300 in the knitting in
dustry. 

So far tre] nj ng has not kept up with the requirements of 
high-tech equipnent. Furthemore the reconstruction pro
gramme of the textile industry baa not concentrated on 
saving manpower. This must be a decisive objective in 
the future. In direct production - dependi.Dg on the branches 
and factories - 30-5o-80 per cent more l.abour is employed 
than in similar factories in OECD countries. In the auJd.
liary jobs /pre;>aration of materials, packing, transport, 
administration/ the numbers are sOll8times three or f'our 
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tiae• higher than "tlie optUnm. 

Sillce aodem processes reqain huge investments, attempts 
are acmetiaes 11ade to ezpand production or at least keep 
1 t at present cm leTela iJ:L the cheapest •anner b7 pre
aerri.Jlg Ol" increasing ll&Jlpower, there\17 clel&Jing the mo
clemisation of production. 

6./ Orgei_~~n of rims 

Organization of fil'llS and related questions 1nf1uence the 
:flexibility of industr,y and its ability to adjust. 

By intemational comparison, the Hungarian textile and 
clothing industr,y is higb1y centralized and concentrated. 
In 1983, among the forty-two state-owned firms in the tex
tile industr,y twenty-three had a work force between 1000 
and 5000, four over 5000, and only fifteen under 1000. 
!he· concentration is even aore evident by the fact that 
out of those employed in production 64 per cent work for 
fims in the 1000-5000 catego17,. 29 per cent with large 
fims, and only 7 per cent with fima emplopng fewer 
than a thousand employees. /J.5/ /Table Bo 5/ 
!able Bo 5 

Number of firms, and numbers employed per firm and per 
plant respectively in 1983 

Number of 
firms 

State-owned 
firm 

Coopers.ti ves 

state- cooper- number of persons num~r of persons 
owned ative employed employed 

per firm per plant per co- per plant 

-------~--------------....----.!:!!!!~~---~-----
Textile 
industry 42 

Clothing 
industry 25 

12 

95 

2480 451 270 

1503 174 342 

Source: Yearbook of Industria1 Statistics 1983, 
Central Office of Statistics, Budapest, 1984 

79 

48 
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In ad.di tion to the state-owned f:i.l'mB there are twelve co
operative textile producing :facilities which are much 
•al ler. !he avel'Bp nuaber •plo;yed b;y the state-owned 
textile f'ima was 2480, the cooperati ve11 averaged 270. 

Pima eaploJing large mmben were either established 
after the national.ization of i.Ddust17 or c1uring the 
•rgera 1D the sixtiea and the •eve1Lties, which were 
carried out a the belief' ~t tita greater central.i1ation 
of' management, the concentration of capital, the large 
plants usure more efficient produci;ion. The figures 
show that a medium or larger com~ has an average of' 
5-6 plants. The aajority of these operate on the prin
ciple of vertical centralization, i.e. they carry out 
successive work phases. 

In some cases, owing to the concentration of the means 
of production or the greater bargaining power, the 
merged large fims enjoy an advantage. However, the ex
perience of recent years has shown that there is great 
strength - eBpecially in fiexi.bility - in the aut~ 
of' the mraller units of' procluctio".1, especially if they 
have few ties with the paren:t tim. Consequently, a 
gradual reduction of central.ization and concentration 
is needed in Hunpl'J' as well. The aim is to .increase the 
autont.mq of firms and to promote the establishment of 
viable smaller and medium size mlits, on the basis of 
highly specialized production. 

By intemational comparison, the~oncentration is high 
in the clothing indust17. Of 120 fil'llS only 25 are state
-owned and 95 are cooperatives. The share of cooperatives 
in industrial production in Hungary is approximately 
6-7 per cent. It is approxl.llately the same for textiles, 
while ~ore than 40 per cent of the total output ~f the 
cloth~.ng industry is produced by cooperatives. 56 per 
cent of the state-owned f'irms in clothing employ fewer 
than a thousand employees. 

At an eP.:-lier date amall fil'lls were almost entirely ab
sent in this sector. In the clothing industry smaller 
produc6 ra and merchants appeared in recent years. They 
are able to adjust extremely fiexibly to demand, and 
their overheads are low. !he experience in Hungary is 
the same as in many West European countries, i.e. that 
a network of flexible small companies does by no means 
result in lower productivity than a system E.f large com
panies. Such small workshops were, for instance, estab
lished in farming cooperatives as auxiliary activities. 
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In recent 7eara the JUD8.&9118nt aysta of the Hungarian 
econ~ has exper.illented with ~ other fol"llS ot entre
preneurahi~, and these e:xpar:i.llents are under way at pre
sent. These include for instance, working teams, msJ.l 
private companies, etc. 

In Bungar.r iobe textiles and clothi.J:g firms were the first 
to call on the organisational •xperience of the •ore ac!
'ftllced weatem countries. The application of lmowr-how 
and of •odem organizational aethocls led to the shorten
ing "Of downtiae reducing stocks, the reduction in ad
miniatrati ve st~f together with the speeclillg up of ad
ministration, and finally to a rise in profitability. 

Until recently the proiucers had hardly any direct con
tact with their suppliers and markets. SUch contacts were 
looked after by the large wholesa1er and foreign trade 
companies. In the case of mass production .,his was useful, 
and it cari. be even considered feasible today. It is be
yond any doubt that this practice isolates producers from 
the direct market influences to a certain extent. The em
phasis on the role of the market 111!!.de the building T.p of 
direct contacts both with the domestic and the extemal 
markets inevitable. !he forms of this are: several com
peting wholesale companies or retail chains, possibilities 
for the manufacturers to sell directly on the Hungarian 
market - if they so desire, 't~-=>ugh their own shops - 1 in 
certain cases direct export or U-port authorization for 
the producers. This trend has assorted itself mainly wi. th 
respect to apparel. !he idea of direct contact between 
firms has turned up also within cooperation between the 
CME.A countries. 

Although the structural transfomation of Hungarian in
dustry follows the trends prevailing in the industrial
ized countries, with :r"8spect to some sectors which have 
been expanding at a lower than average rate - as e.g. 
~eavy chemicals, iron and steel industries, vehicles, 
textiles - the relatiTe weight of these industries in 
Hungary considerably exceed the world average and espe
cially that of the OECD coUlltries. Ro policy of stream
llning existed. It is a peculiar feature of the Hunga
rian industrial structure that the natural resc"'...lrce-in
tensi v~ sectors account for more than 50 per ce~t, 
and in th~ past two decades their proportion h~s even 
grown, so that until the beginning of the 1980's the 
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11a.erial-i.Jltensit7 of llmlgarian i.Jldustr,r ehowed an ill
o:naein& trend. In manutacturi.Dg illclustr;r the food pro
ceaein& induatr;r alone relie• on a do..eatic raw material 
be.Bia. /16/ 

Light illdnatr.J as well processes aoat~ about two thircls 
illpo:.."'ted raw materials. A textile or clothing industry 
which processes aoetl7 iaported raw material• and opera.tee 
a •cl.ium level stock of aachiller,y has no coapeti ti Te ad
Talltagea on international markets. And ;yet, in Hungar.y, 
it is impossible to disregard comparative adventages, 
sine~ the country's economy is open, approxi.matel;r 40 per 
cent of production is exported, and the same proportion 
of needs ia aet from imports. Hmigary cannot chaL.ge this, 
and the government has no intention to do so. 

In earlier decades the regional market of the CMEA stood 
:tor approximatel;r two thirds of the international envi
ronment but the weight of the latter has fallen somewhs.t 
to under 50 per cent while that of other parts of the 
world rose. Purthemo:re, the te:rms of 'the regional divi.
sion of labour within the CllEA hava also come closer to 
those of the world market. !he changes which occur.red in 
the world economy in the seventies including the rise in 
energy and raw material prices, created a11 over the 
world, including H1mgary, the strengthening of the in
come-producing ability of the economy, the pharing out of 
non-profitable economic activity, and the reassessment of 
technologies. It was on the account of this that, in the 
internatiGnal field, the position of industries which do 
not rely on domestic raw material basis and operate ob
solete equipaent has become weaker. This is also true as 
regards textiles and clothing in Hungary. Within Hungarian 
industry the productivity of this sector too, has grown 
more slowly than the industrial average. On the basis of 
1975 prices, gross outp~ per person employed rose by 
41 per cent between 1975 and 1983 but it did so by 35 per 
cent only in textiles and 23 per vent in clothing. /177 
Within manufacturing industry the per capita added value 
has been the lowest in this sector, and amounted to a 
fraction of the value added achieved in the industrial
ized West European countries. /18/ 
The Hungarian price system, which is only gradually ad
justing to world market prices, makes it difficult to 
measure precisely t!'.e efficiency of different sectors, 
and this is true e~?ecially rega.rdine textiles and cloth
ing for which e relt.tively high price level has come 
about on the domestic market. However, calculations made 
by the most ~iverse methods indicate that the profit-
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ability of the textile industry ia 1ow, and that of the 
clothing industry is onl.7 sligbt1y- higher. Wi. thin tex
tiJ.ea the prof::i. tabili ty o"! cotton, wool and •ilk ia 
lower, and that of haberda1lbery and knitting 111 higher 
then the a~rage. /19/ 
Por a long tiae a considerable cliffe:nmce existed be
tween the prices that cou1d be obtained. on tthe western 
markets, on t;he market of the <JOU couui;ri.e&, and on the 
domestic market. this often Clistorted the rational. think
ing of the firms. To eli•inate this, and aore •o in o~ 
der t'> let world economic trends assert themselves, or 
rather to ensure that Hungarian firms shou1d better ad
just to them, the price refom of the end of the seven
ties strove for so called "coml>etitive prices". The idea 
was that prices on the two other markets shou1d adjust 
to those obtained on westem markets. The profitability 
of Hungarian firms should be as if the entire market 
were subje~ted to the influence of the world market. 
Raw material prices were also adjusted to world market 
prices, regardleus they were purchased from the cheaper 
Soviet or the 901~ e::r:pensive other sources. It was im
~ossible however to give fULl effect to competitive 
prices. To ensure suppljes for the domestic market and 
carry out growing exports in the eighties many- provisional 
corrections were made. In spite of all these it can be 
claimed that world market influences now affect industry 
more directly and compel adjustment to the conditions of 
the world market. 

I+ has, however, to be taken into account that the tech
nical standard of the sector is so far behind that of 
highly industrialized countries that, without huge in
vestments, it is impossible ;o raise the textile and 
clothing industry among the leading sectors. The industry 
itself is unable to produce the resources for these in
vestments, and it will not enjoy any preferences in the 
distribution of central resources either. Although it is 
difficult to judge precisely differences in technical 
standards, some figures may throw light on them. For in
stance, in a good middling West European weaving mill 
the immediate working time required for one million shots 
is 320 minutes. This figure was double in a Hungarian 
weaving mill, and after the reorganization of production 
this has been reduced to 400 minutes. In 1977, the man
power per one hundred looms was twice higher in Hungary 
than in West Genna.ny. The differences wen.: smaller ill 
clothing industry. The specific wage cost of productivity 
and manufacturing time was, in the caae of men's ready
maie clothing, higher b,Y 15-20 per cent in Hungary than 
in Western Eurcpe. /20/ 
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If one wants to judge whether it is economioa1 for Bun
~ to denlop tile textile and clothing industr.y, &11ong 
othera for export purposes, one cannot regard exclusi nl7 
the proclucti'rit7 and the pp existing in efficienc7 with 
the aore advanced countries. A point of departure mq be 
the extent to which the procluctivit;y of the whole of 
Bunorian industr.r is lower than that in e.g. Westem 
Burope, and those branches ·can primar.l.17 be described as 
11D8conomical. where thi11 clif:terence i• greater than the 
average. !he cli:ff'erence in the technioa1 area and the 
price level achieved in exports aake it likel7 that this 
... s the case for te:z:tiles and clotbing, i.e. it cannot be 
jOnsidered a sector which enjOJ'B a competitive advantage. 
ill. this will not decide by itself as to which sector 
should be focused on for experts and which should be side
lined since it is at least as important what Hungary can 
sell on the world market at all, and at what prices. 
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B./ The l"Ole of textiles and clothing in domestic and 
foreign trade 

lfextiles and clotbin&will continue to plq a deciain 
role ill w.ppq.iDg the doaeatic market 1D the longer 'ffra 
a.a well. .Accorcling to all indications, at least in the 
.. diua tem, it would also be di:Uicult to do without 
them in exports. 

1./ !!!!..!:0...1!...!.!..l!..~~~!..~~'!!i.Y o~-~~~lli 
~..l 

The decisive role of textiles and clothing in satisfying 
approxi.ma.tely 8o-85 per cent ~f demand on the domestic 
market is dete1111i.ned by two factors. One is - and I shall 
revert to it later - the barriers which make imports dif
ficult, primarily from the socialist and the western 
countries. The other is that Hungary is not only able to 
supply its o.m market; approximately 30 per cent of the 
textiles out}?Ut and over 50 per cent of the output of the 
clothing industry are exported. lfhe traditions of the 
sector, but the mere fact of its existence, woul.d DL4ike 
it unillllginable that such a massive demand as that oi the 
domes~ic aarket should not be satisfied mainly domesti
cal.ly. The Hungarian economy is far from a position where 
it would be able to cover a large part of domestic demand 
from imports. 

This does not mean that the role of imports in covering 
the requirements of the public may not grow, or that the 
export share will have to remain unchanged. 

The importance of imports is also large because textiles 
and clothing are industries which process imported raw 
materials. 

~pprox:imately 15-16 per cent of the basic materials /21/ 
are derived from Hungarian sources, 18-20 per cent from 
CMEA countries, and 63-65 per cent from ·.mports paid for 
in convertible currencies. 43 p~r cent tJf the cC'"11ton used 
comes from the Soviet Union. 

Hwiga.ry supplies all the hemp, 60 per cent of wool, 30 per 
cent of nax fibre, and nearly 25 per cent of man-me.de 
fibres /22/ used by its own industry. 

Tables Nos 6 and 7 show the role of fc-:.: ign trade in 
textiles and clothing. 
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Table No 6 

~!:!!..rol!_ of JoreiQL..:!1!!~..!~!h!-!!~ilL!!!-~at!'l_§!!d 1~.A2!!~1o oonap1tion 

/in billion forints·and in percentage/ 

1976 1977 1978 1979 1980 1981 1982 1983 

Gross produ~tion value 
Total expor~s 

exports transacted in 
roubles 
exports transacted in 
~0~vertible currenciea 

Bxports'production 
rouble exports/pro
duction 
convertible currency 
exports/production 

Total imports 
imports transacted in 
roubles 
imports transacted in 
convertible currencies 

Imports/consumption 
rouble imports/con
sumption 
convertible currenc .. r 

40.0 

10.6 

4.2 

6.4 
26.5 

10.5 

16.0 
11.8 

2.6 

9.2 
28.6 

6.7 

42.2 
11.1 

5.3 

5.8 
26.3 

12.6 

13.7 
13.0 

3.1 

9.9 
29.5 

1.8 

43.2 
11.9 

5.2 

6.7 
27.6 

12.0 

15.1 
14.5 

3.3 

11.2 
31. 7 

a.o 

43.4 
12.0 

5.2 

6.8 
27.7 

12.0 

15.7 
13.8 

3.2 

10.6 
30.5 

7.7 

42.6 
13.3 

4.7 

8.6 
31.2 

11.0 

20.2 
15.8 

2.9 

12.9 
35 .o 
7.1 

46.J 
12.2 

5.2 

1.0 
26.J 

11.2 

15.l 
16.8 

3.2 

13.6 
33.0 

7.2 

imports7consumpt - 21.5 21.4 23.5 22.4 27.5 25.7 

45.7 
12.2 

5.7 

6.5 
26.7 

12.5 

14.2 
15.l 

3.7 

11.4 
31.0 

8.5 

22.5 

47.6 
14.1 

5.5 

8.6 
29.6 

11.5 

18.1 
16.3 

3.5 

12.8 
32.7 

1.1 

24.7 
Notes: r .: apparen .dumption = production - exports + imports 

2 ./ The fore ... d\ trade data are baaed on the seotora.1 system, where the individual articles 
/both in imports and exports/ f'igiire in the product group of the eeotor by which they 
are produced. Only this can .be compared to gross production in Hungarian •tatietio•. 

Sources: Yearbook nf Industrial Statistic• and Yearbook of Poreign Trade Statiatioe, 
Central Office of Statistics, Budapest, Nos 1976-84 
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Table No 7 

Th!~2le _2f_ fO!:!!!m_:L~!Lin~!!,!_i~~!!!~!L~~_.2~l)!!_.~!!!!:rl..!!!~_!!! 

~2!!!l~...2~..l?ll~' 
/in billion forinte and percentage/ 

1976 1977 1978 1979 1980 1981 1982 1983 

Gross production value 
Total exports 

exports transacted in 
roubles 
exporte traneacted in 
convertible ourrenoies 

Exports/production 
rouble exporte/pro
duct:lon 
convertible currency 
exports/production 

Total imports 
imports traneaoted in 
rouble a 
imports transacted in 
convertible currencies 

Imports/consumption 
rouble imports/con
aumption 

14.0 
6.2 

2.8 

3.4 
44.3 

20.0 

24.3 
1.4 

0.6 

o.8 
15.2 

5.0 

14.6 
1.0 

3.1 

3.9 
47.9 

21.2 

26.7 
1.6 

0.6 

1.0 
17.4 

5.0 
convertible currency 
imports/consumption 7.0 9.0 

15.4 
7.8 

3.4 

4.4 
50.7 

22.1 

28.6 
2.2 

0.1 

1.5 
22.4 

5.5 

12.0 

16.l 
8.7 

3.2 

5.5 
54.0 

19.9 

34.1 
2.0 

o.a 
1.2 

21.3 

5.8 

10.2 

Notes: 1/ apparent consum~tion = production - exports + imports 
~/ 1s for table fio 6 

SourcP.: as for table No 6 

16.2 
8.4 

2.9 

5.5 
51.9 

17.9 

34.0 
1.9 

o.8 
1.1 

19.6 

5.7 

9.3 

17.2 
8.7 

3.1 

5.6 
50.6 

18.0 

32.6 
2.5 

1.1 

1.4 
22.7 

7.2 

10.8 

17.0 
9.2 

3.9 

5.3 
54.1 

22.9 

31.2 
2.6 

1.4 

1.2 

25.0 

9.7 

9.3 

16.9 
9.3 

3.3 

6.0 

55.0 

19.5 

35.5 
3.3 

1.4 

1.8 
30. 3 

9.3 

14.2 

It is impossible to reckon with a significant rise of raw material iaporte troa 
CMEA countries, mainly due to the limited opportunities f'or increasing such import• 
from the Soviet Union. Likewise impossible to count on a considerable ri•e in iaporta 
from other CMEA countriea either, including the relativel7 large textile exporters 
euch as Czechoslovakia and Poland aince they - like Hungary - are •troD£].y int•re•ted 
in increasing their exports to convertible currency markets and in the eatiafaction of 
t.h~ ; "'Tl",..+ l"fll riu '\ rP.ments of the SoTie-l; Union. 
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Here I'd like to discuss cml.7 the :role which iaports 118.7 
plq in coYeri.ng dOlleatic neecla. 

Iapo~a !rem the <JIB.l countries were app:roxillati nl;r on an 
uncb•nged lenl between 1976 ancl 1983, and the cotton and 
other raw materials purchaaed trcm the Sori.et Union were 
respon.aible for a ccmaiderable pa.rt Of these. The leyel of 
iaporta fl"Oll the ClllA. countries clid hardl7 rose until the 
eighties ill the clothi.DB inclwltey either, bat in recent 
79an a rise of approxmatel7 5~0 per cent haa occurred. 

The p:robl•s are similar with regard to trade in clothing, 
which howeYer is slightl7 growing aaong the CllBA co~mtries. 
It seems somewhat easier to bricl8e over the problems in 
this product group. This is also shown b;y the tact that, 
between 1976 and 1983, their share in domestic coDSUlllption 
rose from 5 per cent to 9 per cent. The s;rstea of special
ization in production, which has been established among 
the"CllEA countries, also contributes to an increase in 
mutual trade. In addition, a system of exchanging the range 
of a'Yai.lable goods has been developed. This relies on the 
reciprocal exchange of part of the quanti t;r of goods meant 
for the domestic 1118.l"bt, whereby the choice a'Yailable to 
the public of the Cl[BA countries is expanded w1 thout any 
special foreign exchange problea11. llevertheless, due to 
the problems indi~ated in connection with textiles but si
Jli.larly present in clothing, it has to be pointed out that 
the imports of textiles and clothing from the CllEA. coun
tries are not likely to rise d;ynamically in the tuture. 

The bulk of the imports of the textile industry for con
vertible currencies consists of raw materials and semi-fi
nished products. Some come directly from developing coun
tries, and some from OECD countries. The latter to some 
degree pass on goods originating in the developing world. 
As far as future imports are concerned, this is in essence 
a function of the growth rate of the textile industry, 
and consequently will be far from dynamic. 

It is more interesting to observe imports for convertible 
currencies in the clothing trade.Their weight in domestic 
consumption doubled between 1976 and 1983, and at present 
they account for 14-15 per cent of total consumption. Al
though part of the imports consists of accessories needed 
by the clothing industry, another part serves the needr 
of the public. This is being imported partly from OECI: 
and partly from developing countries. 

However, the posf:'i ble growth of imports from these cot:2°
tries is certainly not unlimited. The Hungarian economy 
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is a long way from a level of clenloiaent which wou1d 
make possible an adequate quantity and composition of 
goods to be exported for convertible currencies. ~his 
is to make it possible to cover with convertible cui
renciea all poaaible iaport needs. Consequently, the 
import of clo~hing :from western countries 11&7 pl&7 only 
a supplementary role in the :i.lmediate fUture. 

!he situation is sore proaising as far as i.llports from 
the cleveloping countries are concerned. The opportun
ities and structure o:f' Hungarian exports to these coun
tries are much aore favourable than those of exports to 
the western countries /see chapter D/. 

To BUlll up, in domestic trr.:lde the domestic textile and 
clothing inclt.istry will continue to be decisive, but the 
goods available are continuously being supplemented by 
imports from the CllEA, the OECD, and the developing 
countries. 

2 ./ The ro_!!~~!_!!xtile and clot!!!Y...!!du~rz 

!!!..!2!'.!iS!L~e~ 

The evaluation of the role of the Hungarian textile and 
clothing industry in exports is less simple, and it is 
also more difficult to forecast how it will develop in 
the future. In the fifties only approximately ten per 
cent of the production of the textile industry was ex
ported, by the mid-seventies exports amounted to one 
quarter, and in the eighties this figure is already up 
to 30 per cent of total production. This ratio is even 
righer in the clothing industry where, in 1976, 44 per 
cent and in 1983 55 per cent of the output was exported/23/. 
Such a high export-orientation van be found in some smal
ler West European countries with an open economy, in the 
South European countries specialized in textile and cloth
ing exports, as well as in some developing coW'ltries. The 
two groups are an important export branch of Hungarian in
dustry and its 24 billion fori~t /approximately 540 mil
lion dollar/ exports accounted for 6.5 per cent of total 
Hungarian exports in 1983 /24/. 

Nevertheless, the share of the textiles and clothing 
within total exports is di~inishing, since in 1970 it 
still accounted for 9.1 pe~ cent of total experts. The 
trend is aimilar - only on a somewhat higher level - to 
that observed in the OECD c<'untries, in the exports of 



Table No 8 

EXPORTS 

SITC 26 
SITC 65 
SITC 84 

Total: 

SITC 26 
SITC 65 
SITC 84 

Total: 

SITC 26 
SITC 65 
SITC 84 

Total: 
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§!~~-1"!_ of _!!~S!£!:!!!_!!,E2._rt_!.A2.22..~..S..~-!!!i!L£~~!_r.y grQUJ!! 

/in million• dollars/ 

OECD 

12.6 
27.5 
31.8 

71.9 

92.6 
30.2 
26.9 

32.2 

17.5 
38.3 
44.2 

100 

1971 1982 

Devel- CMEA Total OECD Devel- CllEA Total 
oping opins; 

0.1 0.3 13.6 srrc 26 40.1 3.6 8.6 52.9 
15.0 48.6 91.l SITO 65 101.5 35.0 94.2 230.7 

4.4 82.l 118.3 SITC 84 148.6 11.2 154.7 314.5 

20.1 131.0 223.0 Totals 290.8 49.8 257,5 598.1 

5.1 
16.5 

3.8 
9.1 

3.5 
74.6 
21.9 

100 

As percentage of products among coun~ry groups 

2.3 100 
53 ... 3 100 
69.3 ::.oo 
58.7 100 

SITO 26 
SITC 65 
SITC 84 
'!otals 

76.9 
44.0 
47.2 
48.6 

6.8 
15.0 

3.6 
8.3 

16.3 
41.0 
49.2 
43.1 

100 
LOO 
100 
100 

As percentage ->f country groups among product• 
8.8 

38.6 
52.6 

0.3 
37.1 
62.6 

100 

6.1 SITC 26 14.0 7.3 3.3 
40.9 SITO 65 35.0 70.3 36.6 
53.0 SITC 84 51.0 22.4 60.l 

100 • Total a lOO 100 100 100 

Source: Commodity Trade Statistics, U.N., 1971, 1982, New York 
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Table No 9 

§!!'!:!£tU!:!__2!._Hun_S!..riB.!!.,.~~2~B-agg2._~!!&.J!L:2!'2~~£~!!'2~m! 

/in million dollars/ 

IMPORTS 1971 1~82 

OECD Devel- CMEA Total OECD Devel- ODA Total 
o;ein5 o;e~!MS 

SITC 26 21.9 23.6 32.6 78.l SITO 26 44.1 32.0 71.2 147.3 
SITC 65 43.0 15.7 17.2 75.9 SITO 65 16.6 67.0 3h.3 270.3 
SITC 84 9.1 1.9 9.7 20.1 SITC 84 32.8 36.8 5 .5 128.1 

Total: 74.0 41.2 59.5 174.7 Tota11 242.9 135.8 167.0 545. 7. 

as percentage of products among country groups 

SITC 26 28.1 30.2 41.7 100 SITO 26 30.0 21.7 48.3 100 
SITC 65 56.6 20.7 22.7 100 SITO 65 61.7 24.8 13.8 100 
SITC 84 44.0 9.2 46.8 100 SITC 84 25.6 28.7 45.7 100 

1-otal: 42.4 23.6 34.0 100 !otals 44.5 24.9 30.6 100 

as percentage ot country groupe·amonc product• 

SITC 26 29.5 57.3 54.8 14.7 SITO 26 18.2 23.6 42.6 27.0 
SITC 65 58.2 38.l 28.9 43.4 SI'?O 65 68.3 49.3 22.3 49.5 
SITC 84 12.3 4.6 16.3 11.9 SITC 84 13.5 27.1 35.1 23.5 

Total: 100 100 100 100 Totals 100 100 IOO 100 

Source: as in table No 8 
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which the ahare of the sector fell tram 7 .5 per cent to 
5.3 per cent between 1970 and 1982 /25/. 

~ables Boa 8 and 9 llhow the atncture of Bunprian exports 
and imports according to countr;r groups. The tables in
dicate also how the trade in in4i'ri.c1Dal product groups ia 
4iTided •ong the countr.r groups. and also the changes 
which occur in exports to and iaports :froa the in4iTidual 
country groups. 

The anal711ia of exports figures Bhowa that 
- exports of raw materials /SITC 26/ to western countries 

are relati wl7 high 
- in earlier 7ears approximatel7 60 per cent of total 

exports went to the CllEA. countries, but only 4 3 per cent 
in 1982 

- the share of the western countries rose considerably in 
the exports of clothing. 

Reviewing the import data we find that 
- the share of CKEA countries fell from 34 per cent to 

30.6 per cent, within this figure the imports of raw 
materials increased froa 41. 7 per cent tc. 48. 3 per cent 

- the share of textile J'&nl8 and fabrics /Sl'f C 657 frca 
the developing countries has risen 

- the share of clothin& from dewloping countries rose 
even faster; earlier it accounted for 4.6 per cent of 
imports, in 1982 it has already exceeded one quarter . 
of importa. 

It is highly debatable how economical it is for Hungary to 
export textile products based mostly on imported raw 11a
terials and on a medium level technology, since the earlier 
advantage of relatively low wages has also disappeared. 

The foreign currency producing role of the Hungarian tex
tile industry has been marginal. It mostly processes im
ported raw materials, and starting with the eighties its 
net foreign exchange balance has been nega.ti ve. This has 
been counterbalanced by the clothing industry, the exports 
of which exceed the imports needed for its operation. This 
picture differs considerably from that presented by the 
West European countries, where textile and clothing imports 
have considerably exceeded exports since the seventies. 
Ite..ly alone is an exception to this rule, having a large 
!md increasing export s-:.1.rplus in both product groups; 1 t 
has been able to make g~od use of the traditions of the 
North Italian tertile industry and of "Italian design", 
which has lately dictated fashion trends /26/. 
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There ia a certain connection between the increasing im
ports in the textile and clothin& industry and the end 
product centered industrialization wbich has been a nll.
ing concept in Hungary. The reason for this is that as 
opposed to West European practice in Hungary there ia a 
certain lack of the phases prepari.Dg and finishing p:n>
duction, the aoclemization of handling 11aterial and 
packagins, and the production of the accessories of the 
clothing industry. Such end product centered raw 11aterial 
tranaf onaing industrialization has led to an increased 
vul.nerabilit7 to foreign trade. Thia is because the ma
jorit7 of the equipnent as well as the accessories used 
in this sect~r came from imports. 

As in many other countries, in Htmgary too, the textile 
industry is the least efficient sector today. The tex
tile industry was 21st out of 24 aanufacturing branches 
in 1981 on Vhe liasis of per capita added value, and the 
clothing industl'y was ranked 24th /27/. The slow decline 
of the textile a'ld clothing industry as far as of in
dustrial products exports are concemed is also shown b7 
the fact that wbile H1mgar.r' s share of world industrial 
exports was one per cent in 1965, this percentage fell 
to 0.52 per cent 'bJ' 1982. In the same period Hnngar;y's 
share in textile exports fell froll o.89 per cent to 
0.46 per cent, and in ·clothing exports from 2.22 per 
cent to o. 78 per cent /28/. 

The competitiveness on the world market for textiles and 
clothing achievable by Hungar,y, but especially on th~ 
markets of the OECD countries, was also strongly influ
enced by changes in external factors. In the sixties and 
at the begjnning of the seventies the combination of re
latively low wages and generally medium level technology 
was favourable on westem markets, where technology was 
of a higher level, but so were wages. Consequently Hun
gary's wage advantages was made use of. Wages were much 
lower in the developing countries, however +;he higher 
Hungarian technological standard, the more European 
styling and traditions offered some advantages. 

By the beginning of the eighties the situation had changed 
gradually. In the industrialized countries, the techno
logical level rose considerably in the textile industry, and 
they began to produce special products of a very high 
standard. In the clothing industry, in adclition to the 
rising technological standard, specialization had become 
highly effective. Quality and fashion bocame very im
portant in the sector. The relatively low wages by them-

.f 
¥ 

' 
! 
I 
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•eln• no longer ottered a wtticient advan:tage to B1mgar,y. 
It waa vel"f titficu1t 'to catch up with good qualit;r in 
te:Gilea. In the clotiling iDclustr;r, ••e advantapa re
llaiJled in joO.Ork, especiall.7 with regard to good8 'the 
•tanclard of which somewhat exceeded the anrage. Bu't at 
the - tille nanps -occurred al.so in the denlopblg coun
tries. Scme ot th• were able to combine cheap J1anpower 
mplo194 in three ahi:rts td,th aodel'D technology, •inl1 in 
te:Gilea, bu.t eoaeti.llea in the clothing induatr, as well. 
!hose countries which continued with low waps and poor 
technologies overtook B1mgary in the production of mass 
goods ui nl 7 OWin& to W&B8 advantages. I'S llhoUld be added 
that the taritf pref erenciea granted by the OECD countries 
to the developing countries put Hungarian industry into 
disad'Yantage. 

Hungarian export perfoJ:ma!lce improved to a smaller extent 
more slowly than the world average and in particular that 
of the principal competitors. All this indivates that it 
is worthwhile to concentrate the Hungarian textile and 
clothin& industry on caref'ul.17 selected special areas in 
order to compensate the loss of ground. 

!he above ai tuation is illustrated in an interesting way 
b;y the specific average prices which can be obtained on 
OBCD markets /29/. In the early eighties, when the in
fiuence of technologies of a higher standard was already 
felt in the Far Ea.stem and the South European countries, 
the average price level of textile fibres and ya.ms was 
b;y 25.per cent higher than the Hungarian export prices, 
and that of special fabrics b;y 184 per cent. In the early 
eighties, regarding clothing, the Hungarian unit prices per 
toL. were still 83 per cent higher than Taiwanese, 35 per 
cent higher than South Korean, and 19 per cent higher than 
Spanish prices, while they were lower by 23 and 44 per cent 
respectively tha?l the French and the Italian specific 
prices. 

In spite of all this,it has not proved possible in recent 
years to reduce the exports of textiles and clothing, and 
between 1976 and 1983 textile exports even ro:i:Je by 33 per 
cent, and clothing by approxi.mately 50 per cent. This was 
less than the 82 per cent growth registered by total ex
ports, but nevertheless represented a significant increase. 
The Hungarian economy was unable to do without the income 
derived from the exports of this sector, and the present 
financial situation of the countr:~· suggests that it will 
not be able to do so in the near future either. Since 
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there are no comparative advantages for Bnngar.y in this 
sector /perhaps some areas of the cltt~hl.ng industr;r may 
constitute an exception/, it canno~ be considered a pro
mising export sector for Hungar;- in the longer perapec
ti ve. ill this does not aean that the exports of the 
aector can siaplJ' be dilllllSlltled. This can on17 be done 
when otheraore economical sectors emerge and e::z:pand 
their exports. Discussion of this would go beyond the 
scope of this study. 

It has to be taken into consideration in the appraisal 
of the international relations of the textile and cloth
ing industries that exports play an important role in 
covering the im110rts of the same sector. The figures of 
trade in textile show that imports exceed the exports by 
an average 50 per cent, this is counterbalanced by the 
clothing industry, where e%ports regularly exceed imports. 

It must nevertheless be taken into account that owing to 
both the slowly expanding domestic ma.rke~ and to the pre
sently still growing exports, it is necessary to reckon 
with rising raw material iaports. In tilese iaports it is 
necessary to striTe for an optillwl combination of sources, 
i.e. for maxj•ise illports f'roa <JIEA countries, expand 
sources from the developing countries, and in addition to 
this still trade with OBCD countries to a considerable 
extent. 

The nature of the sector is that, owing to its interna
tional relations, an increasing dollal'-rouble conversion 
occurred in the past, i.e. some of the products made of 
raw materials imported for convertible currencies were 
sold in the rouble trade area. There are clear limits to 
the convertible currency revenue. This may be regarded 
as a constra]ning factor in the increase of e%p0rta to 
the rouble area. 

Textile and clothing exports play an important role in 
Hungarian exports to the CME.i\, cowitries, first of all to 
the Soviet Union, while in 1982, total Hungarian exports 
to the CllEA countries accounted for 3.4 per cent of their 
total imports, this share was 4.1 per cent with respect 
to textile exports and 4.9 per cent concerning clothing 
exports /30/. Approximately 11-12 per cent of the output 
of the textile industry and LO per cent of its exports 
goes to the CKEA countries; 25 per cent of the output 
and approximately two thirdr of the exports of the cloth
ing industry have the same cicstination. It is irr.portant 
that the Soviet Union, as Hur.catj·' s largest traC.ing partner, 
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offers a secure market in the fo111 of long-term ~ontracta. 
It m.ust also be taken into consideration that nearly 30 
per cent of Bunp.rian iaporta deri vei from the Soviet 
Union, including the overwhelming part of iaported pri
llar.J energies and raw materials, basic machiner.rtt indiD
penaable Tehicles, chMical products etc. Another ad~
tage is the geographic pro:d.mity and the benefits of 
transporting c:nlde oil and natural pa by pipeline. Con
sequently, in paying for imports from the Soviet Union, 
the Hungarian economy cannot do without the products of 
any sector which is capable of e%p0rting and th.ta includes 
clefini tely the textile and clothing ind1~atries. 

On the part of the Soviet Union, but a1so of other CUA 
countries, there is a very big demand for Hungarian tex
tiles and clothing. Its fUll satisfaction would make it 
impossible to retrench the sector, and would even require 
the type of investments that do not fit into Hungarian 
industrial strategy. The optimum ratio is established in 
the course of the coordination of the five-year plans. 

The reconciliation of plans for five years is the founda
tion for cooperation among the CllEA. countries. In the 
textile and clothing industr;r this sets the main figures 
for mutual trade. Setting out from these figures, the 
foreign trade llinistries conclui!.e five-year trade agree
ments, which are more detailed conceniing the composition 
of goods. Concrete supplies are annually agreed on by the 
foreign trade firms fa1 th respect to raw materia1s. the 
agreement may be for five years/. 

These agreements, bounding the respective firms, '}Ontain 
in detail the list of goods, prices, deliveries, schedules, 
and other tel'lls. These contracts offer security for both 
the suppliers and the bu;rers, although they slow somewhat 
the reaction to changes of the world economy which affect 
a1so the markets of the socialist countries and delay 
keepin,~ up with the requirements of fast-changing fashion 
trends. 

Inter-governmental negotiations are usually conducted with 
the inclusion of the Hungarian firms, but overall economic 
benefits which can be achieved are not always necessarily 
advantageous for all firms concerned. In such cases, the 
government compensates theru by various instruments of eco
nomic management, as e.g. favourable ere di t te:nns, com
penf:: ~.ory funds, tax concessions, etc. 

The Cl.:EA countries set out from world market when agree
ing o~ prices but disregard the effects of cyclical flue-
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tuations. After the first oil price explosion the eliding 
acal.e principle was introduced, which re3~ies evaey 7ear 
on the anra.~ of the world aarket price ~! the precedil1g 
five para, ~J its aia ia to cushion the effect• on the 
economies of the <JIB! countries of drastic price aon
•nta occurring on the world aartet. In adcli tion, in the 
practice of the CJIEA countries, a paral-lel evaluation 
syatea independent of prices has alao coae about that ia 
the divieion of cOllllloclities into so ca1led "hard" and 
•soft" goods. OVer a long period of tiae the products of 
the investment-intensive raw materia1 and energy sectors 
were conaidered hard goods, and manufactured products 
soft goods. Although shifts occurred from time to time, 
as for instance when farm products and research-intensive 
products were included among the hard goods, textiles and 
clothing have always been treated as soft goods, even if 
at certain times there was a considerable demand for them. 
Owing to such a classification of goods, the individual · 
countries have endeavoured to balance their trade not only 
as a whole, but also separately wi.~hin the scope of hard 
goods. 

It is a problem. in the textile and clothing trade between 
the CJIBA countries how higher quality, product advance
ment, faster adjustment to fashi~n and costs can be ad
equately expressed in prices. In the past 15-20 years 
Hu:igary has succeeded in achieving a leading position on 
the markets of the CMEA countries by following the world's 
fashion trends. The time lag has been reduced from several 
years to a couple of months • Hungary can improve its com
parative edge somewhat if it attains a surplus income by 
promptly keeping up with fashion and achieves that the ad
ditional performance offered by the Hungarian firms should 
be fully reflected in prices. 

In recent years the system of cooperation among the CXEA 
countries has been complemented by complex programmes 
aiming at the hannonization of developnent beyond the re
conciliation of foreign tra.de. In the textiles and cloth
ing this may be considered only a general framework. In 
some areas the textile industry has reached the stage of 
coordinating the developnent of technology, and even joint 
research and developnent. 

For ~Le time being the maintenance and even temporary 
grow~!: of exports for convertible currencies is a necess
ity. This accounts at present for approximately 18 per 
cent of production in textiles and oppro:xi.mately 35 per 
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cent in the clothing incluat17, the two adding up to 7-8 
per cent of total exports for convertible currencies. In 
spite of keener com~etition, BOila of the exports continue 
to go to Weatem Jmrope, but the export range has been 
extended froll a number of financially well-off developing 
countries to Japan. Keeping up exports ia parti_~Lllarly 
necessary, at least Wltil the debta accumulated at the 
end of the aeventiea are partly repaid. After this aile
atone and at the rate at which aore efficient sectors 
take over the role of textile and clothing exports, a 
stronger selection can be drawn up, especially at the 
expense of mass produced goods and to the benefit of ex
porting clothing articles containing more intellectual 
work. 

Links that go be,-ond a simple sale-purchase goods, and 
covering also technical cooperation, are expanding. 

These are favourable from several viewpoints. In 1983 
one quarter of cooperation agreements of Hungarian in
dustry were signeo. by textile and clothing industries. 

Hungary has establ~shed cooperation with some socialist 
countries, - mainly in the production of basic materials 
and in the textile industry - as part of specialization. 
An eDllple for this is the agreement be.&;ween Hungary and 
Poland on the exchenge of man-made fib.res. 

Various fonns l)f cooperation have become common since the 
mid-seventies with fims in we:atern countries. These are 
mostly simple jobwork contracts, or they may be combined 
with the transfer of technology of manufacturing proces
ses, possibly the purchase or lease of equipment. 

In 1983, twenty-six companies of the textile industry 
operated cooperation agreements, ~ften more than one. 
Sixty-three agreements had been concluded with fi:nns in 
western co'lllltries, and thirty with socialist countries. 
In the clothing industry seventy-seven fi:nns operated a 
total of 440 cooperation agreements with fin:i~ in westeni 
countries and three with finns of CMEA countries. /'31/ 
The majority of these agreements cover jobwork. 

The industrial application of foreign licences and know
-how is rather narrow, covering a relatively small member 
of firms or branches. 

Licences are bought primarily hy research-intensive and 
rapidly growing engineering and chemical enterprises. 
Between ~976 and 1961 thirt~ out of the four hundred and 
ninety licences bour.,ht by Hungarian industry were bought 
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by light induat17, and approximately 4 per cent of li
cence feea were used fi>r this purpose. In 198 3, in the 
state-owned textile industry aenntern coapan:iea uaed 
licences, eight of th• priaarily lir.:eno!eB from western 
countries. Various technologies an~ fin18hing processeF 
/e.g. llicroatretch fabric/ were characteristic of li
cence purchases b7 the textile induat17. !he clothing 
iDcluatry tended to adoption •anufacturing and organisa
tional processes /e.g. Becker, Werner aethod/, as wll 
ae licences tied 'to jobwork /e.g. Leri. Strauss, Pelina 
md '!ri:mapb/. 

In the beginnjng, in the clothing industry, Jobwork con
nected to the purctiase of a licence functi '1D.ttd as a 
safety valve for occupying manutactt~ eapa~ities; 
later it became increa~ing17 the ~ loim of interna
tional cooperation, and ~he :tundallental instrument for 
expandin&. exports for convertible currencies. In the: 
early eighties in the export of licensed products, the 
share of exports fbr convertible currencies waia approxi
mately 85 per cent. However, by international standards, 
the time requirement for adaptation is rather long, and 
thus can consequently be used •ainly for standard producta. 

The goods produced .mder cooperation agreemen:t., account 
'for 7-8 per cent of total textile and clothing sales, and 
- especially in the clothing industry - the majority of 
these are exports. At the beginning of the eighties, a 
large share of clothing exports to the West, approximately 
40 per cent, consisted of jobwork. /32/ 

The benefits of the westem fi:ms in jobwork in the cloth
ing industry include the shifting of phases which are not 
profitable for them /e.g. sewing/, obtaining capacities 
at low risk and the leasing of machinery. The proximity 
of the Hungarian prcducers. their traditions, their Euro
pean production habits, and the relatively low wages are 
also attractive. 

The Hungarian advantage consists primarily in the export 
itself to markets where the customary foims of trade are 
uncertain owing to due quotas or other obstac:les. 

The cooperation agreements have a benign effect on the 
transformation of the product pattem, and the improve
ment of the production process. They help to tran8fer ex
perience in production and organization, and lead to 
highe::- productivity. /'Ihe 20-25 per cent r:h ~ in producti
vity to be achieved is sometimes stipulated by the con
tracts./ Th9 agreements help to eliminate the drawbacks 
that Hunga·tian firma would otherwise suffer on extemal 
m;.rkr:ts on account of shortcomings concerning fashion, 
q» .. :..;.L. ;,y or delivery. l"t is an essential strategic aspect 
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that they create relati Tely pe:rmanent relations and make 
a continuous now of technology possible. A turther ad
vantage ie the Ticinity to West-European 118.rketa, ll8DY of 
thea oan he reached from Hungary ~ truck within a day. 

In the eighties jobwork: contracts have barely expanded .. 
llany cleveloping and eocialiat countries compete on aore 
favourable tems. Owiza& to the saturation of the western 
aarket, the placing of not too cheap 118.88 products is 
becoming increasingly difficult. !he myers demand either 
sal l aeries of high labour-intensity, or very simple 
products. The orders are usually not for a long term. 
Prices and payment for joblrork hardly rise, sometimes 
they fall. The profitability of the Hungarian fims de
clines. 

It is increasingly obvious that in the years to come the 
advantages which may be achieved through cooperation ag
reements might diminish. Within the cooperation agree
ments, forms will receive priority which better serve the 
transfer of technology. In ll8D7 cases the least expensive 
option /e.g. lease/ is conaidered. Following the experi
ence, the Hungarian fims either seek new ;iobwork con
tracts, or search for new 118.ricets by processing the best 
Hungarian raw material.a. 

Foreign firms can now establish joint ventures with Hun
garian compa.nies to promote long-tem relations on pro
duction, and they may even establish firms of the off
-shore type in B1mgary. 

c./ !!t!?!!!!!!!-2f adJua_!!!~ 

What has been said makes it clear that the role of 't 
Hungarian textile and clothing industry will not chm.1.ge 
radically in the coming years either from the vantage 
point of the domestic supply of the country or that of 
participatic~ in exports. This nevertheless does not olr 
viate the fonnulation, planning and organization of how 
the sector should adjust to the new situation. Textiles 
and clothing face a new situation from two aspects. One 
is that the rapid change in woJ.•ld economic conditions 
has strongly affected this sector as well. Competition 
has become keener on international markets, the pro
ductton of some of the simple mass consumption rcods has 
been transferred from Westem Europe and the u.:;;, primarily 
to the Pacific region and to a smaller extent to ~outhern 
Europe. Sim·ul taneously, the survi vi.ng West Europce:r.1. fi:nns 
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display a high degree of specialization and rapid tech
nical growth, mainly through the automation of produc
tion and the wide application of micro-electronics. Thia 
leads to a considerable rise in productivity. Hml£B.rian 
industr,y too bas to face the world economic en'Yironment, 
since its products must remain export-capable. 

The induetey faces another problem as well. This is that 
the Hungarian system of economic ll8Dag8lllent strives less 
and less for the protection of the economic units from 
the effects of the world market, and it increasingly 
abandons its protectionist attitude. 

It wants to achieve that fi:nns prone to the growing wor-ld 
market influences adjust to the requirements of the world 
economy. It stands to reason that this process should be 
accelerated, structural changes should begin and gather 
speed which alone can ensure the improvement of the com
petitiveness of Hungarian finns, and of the H~garian 
economy. 

ill this puts the whole Hungarian economy, and their sec
tors affected, before a choice. Thorough structural 
changes enhancing efficiency, could be carried out if 
- mainly in exports, and in domestic trade - it would be 
possible to rationalize production and to do without those 
finns or technologies that produce losses. This woul.d 
make it possible to concentrate :tesources on the develop
ment o:l products or branches of prod1.1ation offering a 
greater income. 

It is clear, however, that it is impossible to the ex
tent which would be ideal for textile and clothing sec
tor as long as the inteniational competitiveness of 
other export industries does not reach appropriate 
standards. Consequently, a sort of healthy proportion 
has to be created regarding domestic supply by domestic 
production and exports which will satisfy these require
ments and at the same time also lead to adequate struc
tural changes. Such ratios have to be developed primarily 
in the course of the formulation of government economic 
policy and of the strategy rJf individual fi1111s. 

The problem of adjustment comes from the fact that even 
if one has to reckon with stagnation or very slow growth, 
the necessary internal chane~: must nevertheless take 
place with respect to both tr~r! development of a more 
economical product pattem ar.:! technological pro£ress. 
The government must play a lr .. ~~ge role in the control of 
these processes primarily by further reforming the system 
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of economic aanagement and atimu1ating finas to move in 
this clir&ction. J.t the aaae time, co•p8J17 strategies 
also have to play a decisive role. 

The steps anticipated in the system of economic manage
•nt between 1985 and 1987 woal.d be aiaed to amplify 
this trend. !he7 include: 

- the possibility of eatabliahing~AW companies 
and phasing out old ones; 

- provide greater incentives for profitability, 
and increase the cost awareness of firms; 

- a more liberal flow of capital from regressive, 
non-economical sectors and firms to the more 
profitable ones, without central intervention; 

- the gradual abolishing of all subsidies or other 
types of support which may keep going uneconomical 
production; 

- the improvement of the banking system and the 
establishment of several independent lhnks beside 
the central bank in order to promote the more 
unrestricted flow of capital; 

- more attention to rational manpower, management 
helping the regrouping of manpower which is 
released in s~me places; 

- simplification of the importe of foreign capital 
and the establishment of joint companies; 

- the possibility of establishing off-shore finns. 

All this may assist, even within a stagnating sector, the 
gradual now of the factors of production to more effi
cient firms and sectors, and may stimulate the intro
duction of modem production technologies. 

The Hungarian textile and clothing industry may maintain 
its role on the ·international market for a long time, if 
it keeps abreast in modernization. This role will con
tinug to be primarily in the area of modern goods of me
dium or better quality, including a prompt keeping up 
with fashion trends. 

In changed conditions all this requires a governmental 
and company strategy which reckons with the changes in 
the world and clearly guides finns of the textile and 
clothing industry toward a progressive product pattern, 
technological renewal, the grovrth in profitability, and 
adjustment to t:e changing world economic requirements 
and processes. 
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D./ ~E!!!ll!!!!..!!i th the _~T!.!2E!!!! countries 

There is a considerable interest in Bim.gar.y in expanding 
imports fl'oll the developing countries, thereby &tarting 
lasting trends in the dineion of labour in the textile 
and clothing industries. 'fhe Bnngari.an textile and cloth
ing exports to the developing countries are auch lower 
than are iaporta from them. 

At present, one quarter of iaported textile raw materials, 
semi-finished and finished products, and apparel come from 
the developing countries. The pattem of imports has changed 
considerably in recent years. Imports have shifted toward 
more highly processed products. Although the quantity of 
textile raw materials incre~sed, the role of developing 
countries in the imports of textile raw materials fell 
between 1971 and 1982 from 30 per cent to 21 per cen~. This 
is partly due to the fact that imports of man-made fibre 
increased considerably. In the same period the share of 
developing countries rose in the imports of semi-finished 
products, e.g. in the imports of textile yams and fabrics, 
from one fifth of total imports to one quarter. Their share 
has increased even more in the imports of clothing. They 
had a share of 9.2 per cent in 19'D.which grew to 27 per 
cent in 1982. /33/ 
In imports the share of the various countries differs con
siderably from one product group to an other. More than 
one thiri of raw material imports from the ieveloping coun
tries come from Egypt, followed by Turkey and a few Latin 
.American countries /Mexico, Uruguay, Nicaragua/. ln 1982 
one half of the semi-finis1.ed and finished textiles were 
imported from Brazil and Pakistan. They were followed by 
Turkey, India and Uruguay. In the imports of apparel from 
the developing countries Hong Kong, Pakistan, 14alaysia, 
Brazil and India had a share of over ten per cent. 

For several reasons Hur.Lgary is interested in increasing her 
imports from the developing countries. For political and 
economic considerations Hungary too has joined those coun
tries which grant preferences to imports from the develop
ing countries, in the fonn of a preferential tariffs. In 
the expansion of economic relations with the developing 
countries a role is played by the fact that the structure 
c :~ Hungariari exports to these countries corresponds to 
1r1e er.dowments of the Hungarian economy, and the country's 
£xport policy. This it. best shown by the fact that 75-80 
per cent of total Hunga.rien exports to these countries 
~re industrial products. Hence thece exports are much more 
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favourable for Bungar,y than exports to the OECD countries. 
In addition, B1mgar.y exports a relativeq large number of 
tumke7 f actor,y equipaent and complex production s79t•s 
to cle"Yelopi.Dg countries. 

Por the reaaona already cited, the increase of textile 
and clothing imports f'roa both the <JOU and the OECD 
countries bas obYious limits, and the expansion of im-
ports llUSt be pr.l.llaril7 concentrated on the clevel•pi.J't.g 
countries. It makes an obriou113 sense to iaport •ome raw 
11aterials clirectl;r from the producer countries. It is 
also in the Hungar.i.an interest to import more finished 
clothing. !he consumers favour products which extend the 
range of selection the price of which is often favourable. 
The import of simpler finished produrts /e.g. underwear/ 
aay rele3se production ca,Pacity for the manufacture of 
aore expensive products /e.g. in the knitti.DBindustry/. 
The developing countries themselves are also interested in 
producing more raw materials at a higher degree of pro
cessing. In Dl8Jl7 cases this also coincides with Hungarian 
restructuring efforts. AD e:zamplP for this is the import 
of eiaple gre7 fabric which helps increase the production 
of blended-colour fabrics in Hungarian weavi.Jlg llilla. 

Conaequentl7, the increase of the imports of sem-fi.Diahed 
and finished te:r:tile products as well aa of apparel from 
the developing countrieo ma7 become an organic part of 
efforts directed at the more economical and efficient re
stl'Ucturing of the Hungarian textile and clothing in
dustries. In cooperation it is in Hungary's interest that 
this should rely on a stable foundation and be covered 
by agreements lasting several years. These agreements may 
cover the supply of goods over some time, when several 
years as jobwork contracts for the processing of raw ma
terial bought by the r1ungarien finns, /for instance the 
shirt manufacturing htP'eement with Viet Nam/, or other 
types of cooperation. In addition to this Hungary attri
butes importance to the stability of relations of this 
kind also because they can contribute to the internal 
structural developnents of the textile and clothing industry, 
that is concentrating available resources on more effi
cient branches. 
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1./ In accordance With intemationa1 trends, the growth 
of the textile and clothing induatr.r in Hunpr.r lap 
behind that of the industry as a whole. Ita relati ft 
importance is diminjsbing in production, in •plo7-
ll8llt, in trade, and alao in the absorption and pro
llul.gation of technological progress. In B1mgar;y, and 
in the CllEA countries, the demand for textiles and 
clothing is expanding slowly. Their exports to the 
OECD countries are i.nf'l.ueLced detr.iaental.17 by the 
low dynamism of the expansion of international de
mand, keener competition, the barriers set up by 
trade policy. 

2 ./ Compa!."ed to OECD countries on similar level of de
velopnent, the situation in Hungary is different. 
While in the f onner the actual production of the 
textile and clothing industry is declining, in Hun
ga:ey production is still experiencing a slow growth, 
and the proportional. regression of the textile and 
clothing industry is slower. The reasons for this 
are as follows: 

- the do~estic market is better protected and in
dustry is given an important role in the satis
fying internal demand; 

- the role of the sector is significant in respond
ing to the demand ftr0m the CME.A countries, espe
cially from the USSR; 

- Hungary transacts more than 50 per cent of her 
imports from the convertible currency area, thus 
she cannot do without the foreign exchange in
come generated by textile and clothing exports. 
Hungary is intent upon developing a more favour
able product structure than the one that exists 
at present; 

- the Hungarian economy does not yet produce the 
necessary quantity and composition of export 
goods from other sectors that can be sold uni
versally iJ:I place of textile products. This puts 
limits to convertible currency purchases. 

3./ Owinc to the particular characteristics of the Hun
garia.!. system of economic management-blending market 
and pj ari elements - the textile and clothing in
dustries have not been affected radically by the 
shifts in the world market. This has reduced the 



- 46 -

scope and lenl of social tenaiona caused by adjust
ment and has apread thea in t:iJRe. However, it has 
a1ao illpGed reaeonable adjustment and the illprove
aent of perfol'lllallce. ti thin the ~Lan develop
aent strategy for the eighties it is iD.etrmaental 
that textiles and clothin& become streaalined in an 
orderly and planned ft.7 1 that i ta intemal structure 
be transfomed, that the remaining production compre
hensively be aodemized, the ability to produce in
come and exportability be iaproved. 

4./The comparative advantages of the Hungarian textile 
and clothing industry, which have not been too sig
nificant, thus far, have cHmjnished in . .recent years. 
Hungary processes mainl7 imported raw materials and 
semi-finished goods. At the end of the sixties and 
the beginning of the seventies the combination of 
relatively low ~ages and a medium level technology 
still offered advantages to the Hungarian textile and 
clothing industry on the world market. In the first 
half of the eighties it is auch more difficult to 
llake use of these advantages, especially on the maz
ket of the OECD coun.tri.es. Thanlcs to rapid techno
logical growth and force:f'ul specialization the western 
coun.tries have acquired qua1itative advantages which 
are already difficult to catch up with. In some of 
the developing countries high technology has been com
bined wi. th wages which continu.~ to be lower than in 
Hungary. In competing with (;hose developing countries 
which produce less sophisticated products, with less 
sophisticated technology the wage advantage remains to 
be of importance. 

Among the targets of the development of this sector 
in Hl.mga.ry it is important to develop or expand the 
production and exports of products wi. th a higher 
specific value or degree of processing. This would 
satisfy a special level of demand, which still re
presents a lower weight in the textile and clothing 
product structure offered by the newly industrialized 
countries. 

5./Beside intensification of trade with the C14EA and 
the OECD countries, cooperation with the developing 
countries continues to expand dynamically. 

The export interests of the developing countries 
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constitute desirable blend with the objecti"f'8B of 
the lhmprian industrial developaent. 

!he intensification ot inclu•trial cooperation ia 
encc;uraged in Bun.pr.f Lq well as this would llitipte 
11a11power probl_., aatiet7 the requil'9ent of the 
internal restructuring of the textile and clothing 
inclwltriea, and aubatihte iaporta from the OBCD 
countries as well. 

In addition to the above closer cooperation would 
create favourable conditions tor the expansion of 
Hungarian industrial exports with progressive tech
nology content. 
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11 0 t • 8 - -----/lhe notes refer to the references aarked in thi& l.ist 
in brackets./ 

1./ Calcul.ationa on the basis of /13/. !he data refer 
to 1983. 42,666 ft s l j 

2./ /2/ page 61 
3./ /l.3/, inclucling l.eather and shoe industries 

4./ /2/ pa&e 165 

5 ./ /2/ page 180 

6 ./ /l.3/ 

7./ /l.3/, /33/, /42/ 
This refers to the textile, textile clothing, 
leather and shoe industries /ISIC 321, 322, 323, 324/. 
It is adcli'tiona1 to the generally well-known 
statistica:L problems that the data referring 'to 
the textile and cl.othi.D.g industr;r are not unifom, 
•ince the1 sometimes contain the data for textil.e 
and textile clothing, sometimes they include leather 
clothing, and soaetilles even the shoe industr;r. 
The reason why the Hungarian figure for 1964 is so 
llUCh higher than that for 1965 "ls that the latter 
covers textil.e and clothing only. 

8./ /8/ 
9./ /4/, /5/, /8.J, /13/ 

10./ The chapter on reconstruction · Jlies on /7/ but 
I have used a number of ideas lso from Fodor•s work /16/ 

11./ /9/, /13/ 
12./ /9/, /13/, /23/ 
13./ /13/ end interviews 

14./ /13/ end interviews 

15 ./ /9/, /13/ 

16./ /22/, /23/ 



17./ /9/, /13/ 

18./ /40/ 

19./ /9/, /1'3/ 
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?n./ /37/ and interviews 

21./ Including also the leather and ahoe industries. 
Calculated from input-output tables. 
Cmitral Office for Statistics 

22./ Central Office for Statistics. Input-output tables. 

23./ See table 7 

24./ /13/ 
42,666 ft = j 1 Data here refer to the textile 
and textile clothing sector, within the Hungarian 
sectoral breakdown. 

25./ /41/ 
Calcu1ating the total export of the SITC 26, 65, 
and 85 sectors. 

26./ /34/ 

27./ /40/ 

28./ /43/ 

29./ /23/, /37/ 

30./ /23/ 

31./ /9/, /25/ 

32./ /9/ 

:3./ /41/ 

34./ /41/ 
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