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CHAPTER 5

The United Kingdom Position in the World
Textile Machinery Industry

Introduction

The growth of the textile machinery industry was integrally
related to the industrial transformation of the British economy,
and furthermore its development over the past two centuries mirrors
that of the wider British economy. The industry was a key part of
the industrial revolution and a major employer of labour; until
1914 the largest single sector of the mechanical engineering
industr¥1§nd prior to 1942 the: largest category of engineering

exports ‘.

More recently, however, studies have indicated that for many
years the industry has on balance been exporting products that are
less sophisticated, technologically, than those it has been
1mP°rting(2). In common with other capital goods industries
textile engineering has always suffered from the cyclical affects
of demand, the national business cycles being amplified by the time
they reach the textile machinery sector. Today the industry 1s in

a state of decline and without a policy this decline will continue.

The basic purpose of this chapter is to describe the major
characteristics of the UK textile machinery industry and its

international rivals.

Part One provides an overview of the nature of competition in
the textile machinery industry. The main elements in the
competition and some of the important technological advances and
their economic impact are discussed. The reasons behind the
international competitiveness of the West German, Swiss, Japanese

and Italian textile machinery industries, are provided. This part

also discusses what machines textile manufacturers want.
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The UK textile machinery industry is the focus of Part Two.
Basic facts about the industry are provided - these include:
recent changes in structure, an analysis of profits and losses, the
high degree of specialisation, main product groups and their
geographical location, international trade and relations with the

The above issues will be presented in two sections:

First: Factors Determining International Competitiveness in the

Textile Machinery Industry.

Second:  General Description of the UK Textile Machinery
Industry.
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SECTION 1

Factors Determining International Competitiveness
in the Textile Machinery Industrx

Nature of the market and the main elements of comEetition:

The market of the textile machinery industry is very

competitive. "The main elements in the competition are the
technology content of the equipment (one of the principal aspects
of capital intensity) quality of the machinery, quality and
versatility of its output, the price of the machines and after

sales service. Particularly in the case of depressed conditions
in the textile industry, minor price differences of textile
n(3)

machinery may count in materialising machine sales.

According to Rothwell(a) competition in the textile machinery
industry is at the international level, a range of factors
contributing to a machine's competitiveness including reliability,
economic performance in mill, compatibility with user requirements,

after sales service, etc.

Fishwick(s) also pointed out that the international nature of
trade in the textile machinery industry has led to aggressive
competition in terms of product design, innovation, and price and

conditions of purchase.

Boon(é) likewise stated that ''textile machinery producer and

supplier is usually a medium sized firm which competes by means of
product differentiation and in other ways. It tries to capture
the strongest possible position in a certain segment of the market.

The market is imperfect in the sense that the suppliers have a far
better insight into its structure than the demanders, particularly

those from the developing countries'.
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83113(7) emphasised a similar view when he indicated that
machinery manufacturers have a limited and well known number of
customers, generally the emphasis is more on product and service,
product support for sophisticated equipment has a very heavy
economic significance for the machinery manufacturer who must

ensure this support at all times and over the working life of the

equipment which is usually quite long.

Miles(s) also pointed out that in the more specialised areas
of the textile machinery industry other factors assume a greater
importance. They include good marketing, good design, and high

level of skills in production management.,

F Thies(g) in his article "Can the European Textile Machinery

Industry Survive" stated that if we produce sufficiently
sophisticated machines which are highly productive we enable the
European textile industry to fight the competition from competitors
outside Europe and thus conserve our so very important customers
who are indispensable for survival of the textile machinery

industry,

Hence Rothwell(lo) argued that if Western European textile

machinery is to maintain its position of pre-eminence in world

trade, then it must have the ability to respond to foreign

competition. "It might be that Western European Governments will
need to become increasingly involved with textile technology R & D
in order to match this effort; it might be that Western European

Companies will be compelled to pool R & D resources in order to

achieve radical innovations'.

Charles Tewksbury(ll), head of the Institute of Textile
Technology, writes in ITT's "Technology trends for the Textile
Industry as at ITMA 83" that this infusion of high technology and
professional management into the developing and professional

management in developing countries is a factor which needs to be
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taken into account in assessing the international competitiveness

of the American textile machinery industry.

"With this technology being openly available to those

countries with whom we are currently competing in the international

market place, it is readily apparent that we must continue to focus

on the other factors that differentiate us from the other textile

manufacturing countries of the world".

Another industry leader, Roger Anthony, Corporate Vice
President, Burlington Industries, told the Clemson N.C State

seminar on electronics(lz) that "we need to focus on the factors of

competitiveness where we can control the outcome we need to

leverage the controllables'. He listed several, quality, service
cost, innovations (product and process development) and

flexibility,

Also G Hacker(13), President, American Textile Machinery
Association, stated that in recent years American manufacturers of
every description have come to realise that to sustain long term

profitability they must remain competitive with suppliers of
similar products the world over. They must be able to produce

machines of consistent quality at a competitive price, or they must
offer service or a unique product with special benefits not

available elsewhere,

At the American Association for Textile Technology (AATT)
annual meeting, Neil Cah111(14), Vice President, manufacturing

technology at the Institute of Textile Technology, said:
"technology is no longer a special advantage to the more developed

nation as it was during the 50s and 60s. Machine technology
itself 1s becoming a commodity product whose purpose is to service
the worldwide market. Technology is available to anyone willing
to pay for it ... technology is becoming the entry fee just to

compete,



327

Chaill continued to point out that 'the real power of
technology 1s not just its technical capability but how effectively
that capability is projected into the market as a competitive

weapon'',

(15)

Marwin Craw talked in a similar vein to AATT members, ‘'we

must play the offense and it involves customers and technology to

our customers. We can offer something foreign competition can't

SQP: Service, Quality, Partnership’.

Again, as the world economy improves and the demand for

textile machinery increases manufacturers will be in the market for

technologically advanced equipment,

TA.Mann(IG), Vice President for Corporate Research and
Development at Burlington Industries, mentioned that if we are to
be competitive, we must develop and apply new technology diligently
in order to minimise our manufacturing costs, to improve quality
and overall productivity and to provide more flexibility in our
product offerings. To be sure, we are in an era in which we must

truly manage for change. And technology is the focal point of
this effort.

More recently the Textile Machinery Economic Development
Committee(ly) (EDC) reported that '"in textile machinery the changes
have been dramatic. New technologies are constantly being
incorporated into new products. Machinery has been developed
which increases the speed of production which reduces the manpower
costs which saves energy which provices a better quality final
product which increases the flexibility of production".

Utilisation of efficient machinery has always been a vital factor
in maintaining competitiveness in textile manufacturing

enterprises(ls).

M Rossclg) sald that technological changes in the next decade
will include wide-scale adoption of important modifications to
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conventional machinery. Basically these changes comprise faster,
larger capacity and more automatic machinery, and improvements in
auxiliary equipment, such as automatic machine cleaning and
materials handling equipment. More radical changes, such as the
combination or elimination of certain operations, computer process
control in finishing and new types of fabric formation will also

affect textile production in the next decade. Hence technology 1is

an important feature in the industry - technical innovations often

appear as a market leader.

Heath(zo) took a similar view to Ross and pointed out that the
textile industry has become a more capital intensive operation and

the textile machinery industry a high technology engineering

sector. "Readiness to develop and exploit improvements, such as
electronic patterning in knitting operations and open-end spinning,
has determined the ability of the various sectors of the industry
to compete internationally. Thus, sections in which British
companies have made significant developments show a strong

competitive position in the market place, whereas sectors such as

weaving are weak internationally".

Rothwell(ZI) in his study has also stated that the trust of
textile machinery development efforts in recent decades has been
towards increasing the productivity of individual machines;

reducing the number of operations within a particular processing
sequence and reducing manpower requirements through increases in

the degree of automatic transfer between adjacent operations.

On examining the relative contributions of radical and
incremental innovations in specific areas of textile manufacture,
Dr Rothwell concluded that, in spinning and weaving the most gains
in production rate of machinery have been attained through tech-

nically radical innovations, whereas incremental innovations has

made a considerable, albeit smaller, contribution. In the case of

pre-spinning machinery, however, Rothwell found that production
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rates have been increased pretty well entirely via the incorpor-
ation of incremental innovation only. With regard to post-war
productivity increases in knitting machinery, Rothwell noted that
these have been due primarily to incremental innovations, involving
faster machine rotation rates and, in particular, increasing the
number of feeders. However, he suggested that a high degree of
radical innovation has occurred in circular knitting machinery,
including the addition of computer-controlled patterning arrange-
ments. These do not increase the production rate of the machine
itself but do bring about a possible increase in the viability of

shorter runs and an increase in patterning scope.

Rothwell(zz) in his recent work indicated that most of the
technically more radical innovations in the post-war period,
including those that have enjoyed the most marked success, such as
open-ended spinning and shuttleless weaving, were developed by
machinery manufacturers outside the UK. He said "the complacency
of many British firms after the Second World War bred because of
earlier lack of competition in protected Empire markets. Since
these firms generally continued to enjoy high sales, mainly to
developing countries (in 1963, 407 of UK textile machinery exports
still went to the Far East and Commonwealth countries) the
consequences of this complacency went unnoticed, or ignored, for
many years. By the time machinery manufacturers realised that

they produced obsolete machines it was often too late for them to
do anything about 1it",

Hence Saunders(zs) in his study indicated that for Britain the
comparison for 1975 showed that Britain imports machines of higher
value than those it exports, British imports tend to be at the
higher end of the range and British exports at the lower end.

Again an insight into the UK textile machinery industry can be

obtained from Dr Rothwell's (1976) study(za). The aims of this

study were to discover whether the factors associated with the
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production of large-steps, or radical innovations are significantly
different from those surrounding the generation of small-step, or
incremental, innovations, and to elicit factors associated with
success and failure in each case. Other important aims of the
study were to determine the role that innovation, or paucity of
innovation, plays in the success or failure of textile machinery

firms, and to attempt to gauge the relative importance of

incremental and radical innovation to the success or failure of the
firm,

Rothwell summarised his findings in the following points:

l. Textile machinery firms which produce innovation have, on
average, three times the employment of those producing

technically simpler incremental innovations.

2. The prime motivation or the majority of successful textile
machinery innovators is the desire to satisfy a perceived
customer's needs of one sort or another as opposed to a desire

to exploit new technology.

3. Successful companies enjoy collaboration with external

agencies (particularly with customer and/or private industry)

from an early stage in the development process.

4. Most successful textile machinery innovations are patentable
and patented, although the patents do not always prove

effective.

5. A majority of firms claimed to formulate an explicit
innovation policy, whereas nearly half of the firms do not
formulate in writing the objective of their development

efforts.
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6. The more radical innovations are associated with an in-house
research and development department and with the presence in
the firm of graduate engineers, and often scientists.
Incremental innovations are associated with in-house design

and development departments.

/. Successful companies possess a clearly defined marketing
policy and, certainly in the case of radical innovations, take
a systematic approach to sales forecasting, using this as an

important input to the decision making process.

8. The marketing and sales head in successful companies is often
technically qualified, is high up in the firm's hierarchy.

9. Most successful companies offer firm service guarantees with
their radical innovations which, in most cases, go out under

w&rranty N

10. Successful innovators produce an efficient and reliable after
sales service and mount comprehensive operator training

courses to school users in the right uses and limitations of

the equipment,

11, The reasons for the failure of incremental innovations show a

balance between market-related and technology-related factors.
In the case of radical innovations there is a marked bias

towards technological reasons for failure.

Finally Rothwell(zs) in his article "The management of Textile
Machinery Innovation: Some lessons of failure' indicated that the

main reason behind the failure of most companies is due to the lack

of an efficient marketing strategy.

All of this seems to suggest that the world market for textile

machinery is very competitive. To overcome such a problem and
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regain market share textile machinery manufacturers in Great
Britain must expand their research and develop equipment that 1is
competitive in technology, dependability and price. They must

also maintain adequate sales and service facilities.

(26)

intense, and since the whole world now had access to the most

Mr Macarthur warned, however, that competition would be

modern machinery and advanced production techniques, the UK

industry must exploit other strengths to gain a competitive lead.

Macarthur said we have the best textile research and
educational structure in the world and we must use it intelligently
and in doing so think far and wide. Success now depends more than
ever on innovation and successful marketing. When there is good

competition you create markets for new technology.

Smally(27)was in agreement with the above view when he stated
that "if the British textile machinery industry (or firms within
the industry) are to survive they need products, technically
advanced ... well engineered, reliable machines which will be more
than a match for the competition. This in turn means that they

must be able to carry large and expensive R & D teams and design

engineers',

Characteristics of Market Leaders

Given that one lesson which cannot be underestimated for its
value is the ability to learn from what the market leader is doing
and then to do it better, no matter how difficult this may be,

Accordingly, in the following pages we will examine the
reasons behind the international competitiveness of the textile
machinery industry in some countries such as: The Federal Republic

of Germany, Switzerland, Japan, Italy and the UK,
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West Germany
In this respect, if we take 1984 as a general trend indicator,

West German textile machinery makers delivered machinery and
equipment valued at DM. 5,08 GM (19% above the previous year's

level) and export took a 217 leap forward to produce sales revenue
of DM 4,583 m. (28

Truetzschlerczg), President of the German Textile Machinery

Manufacturers Association, explained the first reason behind the
competitive position of the West German textile machinery industry
'"{s the very high percentage of sales that is put back into

research and development".

"On the other hand, many of our firms are rather small and

have specialised in one small area of textile technology. This
allows us to focus enormous resources in many people, and technical
know-how into an area, in order to come up with the best solutions.
Some of our firms, of course, are very large, but they still

concentrate on one area of textile production”.

Truetzschler continued to state that "Our trade with the
United States has increased enormously over the last two years or
80. But now on the whole, it seems to have reached a peak or
plateau. One difficult problem for us in the US market 1is

service, and we pay much attention to this. You simply can't sell

a product there and leave it. You can't set up a sales
organisation without offering complete service and technical
backup". Kaltenegger(So) sald "we put a lot of effort into

solving the specific problem of our customer".

Another peculiarity of the US market, Diete(31) stated 1s that
customers there want immediate delivery., We understand that they
have to move quickly with the fashion changes so we've shortened

our delivery time now to less than six months. As a result we can

see a big increase in our business this year.
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(32)

Truetzschler in more recent work mentioned that the

textile machinery industry in Germany is faced with strong

competition from low wage countries. '"This leads to the need of
designing high quality machinery that reduces the weight of labour

cost in textile industry a road on which our machine builders have

already successfully gone a long way with a lot more to come'.

As an example Trockentechnick is one of the largest dyeing
finishing machine manufacturers in the world. With factories in
West Germany, South Carolina, and England, the company is able to
have a diversified production programme to meet the demands of
fabric finishing operations all over the world. And, to further
its already extensive market reach, the company has appointed 170

different service representatives covering every continent,

As Chairman Kurt(33) said "in close co-operation with our
customers, we have acquired the know-how on which our design and

engineering is based".

As far as the West German textile machinery is concerned the

Comitextile reporq(34) sums up the important interrelationship

between research and textile manufacturing success thus: "there is
increasing evidence that given the right kind and quality of
research, coupled with well-considered policies for state of the
art equipment investments ... and, of course, good modern

management ... the primary textile industry shall succeed”.

Hence the German textile machinery industry produced $1.6
billion worth of machines last year. However the percentage
Invested in research varies from firm to firm, but on the whole it

will range from 5 to 7 percent(35).

Truetzschler said that '"it could be much higher in some cases,
for example, when a firm enters a new area of technology the figure

may be 10 percent. In fact, our industry puts much more into
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research than the textile machinery industries of other countries

and actually more than the machine industry in general'.

(36) took a similar view and pointed out that

Holtappels
"esgsential to continued growth is research and development, we know

we can only hold on to our position if we keep up R & D",

Thus West Germany regarded its R & D spending as vital to its
competitiveness in the textile machinery industry as it has been to

its past success,

In contrast to West Germany, the UK textile machinery industry
is poor in this aspect. 6111(37) in his study indicated that lack

of investment was the main reason behind the decline of British

textile machinery in the marketplace.

38
Also a survey by British Engineering Industry Board( ) found
quite a startling divergence between the textile machinery sector

" and other sectors. Table 5.1 shows this very clearly.

Table 5.1: Emplovment of R & D personnel in textile machinery and

in machinery manufacturing, 1981

Machinery
Manufacturing

(%)

Textile
Machinery

(%)

Occupation

Management staff

Sclentists & technologists

Technicians (including
Draughtsmen)

Office staff
Production staff

Source: J R McPhee, '"Research is Vital", Textile Horizons, June

1984, p.39.
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However, it is not simply a question of money, but also of
personnel and an education system. An education system of the
highest quality is a crucial factor in the progress of any given
industry.

MCPhee(39) said that "if Germany has any secret weapon in its
economic success, it is the technical competence of its work force,
a product of its apprenticeship system. Under this system, more
than half of all young people leave full time schooling by age 16
to enter three years of apprenticeship, when they spend four days a
week on the job and fifth in state run vocational schools, closely

regulated by trade associations'.

Hence to produce sophisticated textile machines, with approp-
riate physical and aesthetic properties requires a combination of
skills that cannot be derived from education or training in other
branches of technology. Furthermore, specialists are required not
just for research and development, but for every facet of

management and marketing.

As 53118(40) noted if we can give the right kind of attention

to the crucial problem of human resources, we can be optimistic

about the future of the textile machinery industry.

Addressing the same issue Coleman(AI) sald that for an
industry like textile machinery, becoming more capital-intensive,
the challenge is clear. Successful management means a balance
between constructive use of new technology to improve productivity

and creative management of human beings to improve performance 'we

cannot have one without the other and expect to prosper'.

(42)

Hearle was in agreement with the above view when he
mentioned that the future of textile technology in the Universities
is of major - perhaps even paramount importance for the future of

the British textile machinery industry. '"Unless men of high



337

quality can be attracted to run the industry, and unless an
appreciable proportion of these have their roots in textile

technology, the industry cannot hope for long term success,”

In this aspect Great Britain has led the world in the

development of the science and technology of textiles.

The Shirley Institute have played an important educational
role in the textile machinery industry via management courses,
technical seminars and conferences. ''The Shirley Institute also
made a fairly significant contribution to both the textile and
textile machinery industries via the development and dissemination
of techno~economic evaluation techniques of new machinery, and
via its more fundamental studies of yarn and fabric structure and
properties and their relationship to various machinery
parameteran'(AB)

Universities have also played a great role in this aspect.

However, education in Britain has been cut to such an extent that

further nationalisation would be highly damaging.

For instance, "in the University sector the loss of

undergraduate courses at Bradford from 1982 gives a 20%Z reduction
in student numbers, and elsewhere cuts cannot be sustained without

destroying departments altogether".(44)

In this regard it was thought that the Universitles were not

always responsible to the needs of the industry.(45)(46)

The major problem with Universities as Rothwe11(47) indicated,
"is it seems, that they design machines with technical niceness, in

mind rather than the economics of machinery manufacture and textile

production they are, in short, too far removed from the market

place".



338

In West Germany the situation is different. Holtappels(as)

stated that '"a great part of success we have is due to the schools,
we work very closely with the textile technical schools and
research institutions in Aachen-Monchengladback, and Reutlingen.

Of course, we also work with the textile industry on research

projects'.

Truetzschler(ag) also has pointed out that ''we have to have
the right technical people - that is why we donate much to schools
of higher education - the technical Universities, and we offer good

pay so that our highly trained people will stay in the industry'.

Finally Poetzold(so) suggested that size and global market
strength are by no means the full story of West German machine
success, however, rather it is the other way round, in that
technological capability reflected continually with ongoing
innovations at and sometimes between ITMA shows has been the
foundation~-stone on which this clear global lead has become

established and has remained competitive.

Switzerland

Taking the Swiss textile machinery industry as another
example, the industry 1s so highly competitive that its exports
have continuously increased at a remarkable rate over the last
decade. More than 95% of a%l textile machines produced in
51

Switzerland are exported.

The combination of many factors explains the reasons for this
success: design flair, attention to detail, pride of craft, energy,

and honest dealing are the major ones. 1In textile machinery if

ever an innovation arises from another source, the Swiss seem able

(52)

to cap 1t and quickly. Undoubtedly, close contact with a

technically-orientated local textile industry and the high standard
of the Swiss textile schools has also contributed to its technical

Success, (53)
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At the same time the range of services and products by Swiss

textile machinery firms is so immense that there 1s probably no

type of textile machine that is not available from a Swiss source

in one form or another.

Also Swiss textile machinery has a reputation for quality and
reliability. The Swiss firms are fully aware of this and

attributes great importance to research closely related to practice
and reliable quality assurance. EMPA 1s eager to support the
industry in this important task by means of its service.(sa)

In February 1985 Henggeler(ss) stated ""the Swiss textile

machinery industry is among the most advanced engineering
industries both in terms of technological sophistication and

competitiveness., However, Swiss textile machinery manufacturers
strive for more than continuous technological progress ... indeed
their main objective and their underlying strategy 1is to supply
equipment that will reduce costs and improve the quality that

satisfies consumers needs."

Hence the Swiss were among the first, for instance, to
recognise that in an era of escalating competitiveness, it was no
longer sufficient to announce to textile manufacturers "here is our
new machine, and this is what it will do for you'", Today, much
more heed is paid to customers who reverse the role by coming along
and saying, "This is what we would like to achieve - can you build
a machine or incorporate additional innovations in an existing

machine - to enable us to do so."(56)

As far as service is concerned, Swiss equipment 1s sold with a
package of service, and customer training is an increasingly

sophisticated aspect of this service.

Although firms like Peyer and Zellweger Uster have their own
classrooms, with equipment set up to pose practical problems, they

find an increasing demand for in-mill training - Zellweger offers



340

courses dealing with operation of test equipment and evaluation of
results; and a more advanced course on quality analysis in the
spinning mill.(57)
Finally in the area of research Krause(SB) indicated that the
contributions by private industry exceeds the national average by
far and it 1s most likely that up to 957 is industrially financed.
With regard to the sales volume, about 97 is spent for research in

textile machinery firms including the textile electronics field.

Indeed, even during the sales downturn years of 1982 and 1983,
it was evident that in attempting to tighten their belts in
response to the more difficult trading picture, Swiss firms

positively avoided any cutbacks in their research and development

effort.(sg)

In this regard the NEDC's Textile Machinery Sector Working
Party report(60) pinpoints particularly the worrying extent of
research and development cutbacks "In a world where machinery is
bought on technical merit ... (this) must shortly reduce yet again
the UK share of international trade" say the SWP., It urges
textile machine builders to fully exploit available sector support

designed to defray manufacturing and design costs,

Japan

The Japanese textile machinery industry as a third example, in
1980 exports accounted for an impressive 86% of total production,
making textile machinery firms more export oriented than other

(61)

industries.

Heiji Kashiba(62), Tsudakoma president said that to meet the
US demand, the Japanese industry must offer highest quality
products at the lowest costs. The key is innovation incorporating
electronics is important, but that alone hardly makes a good

product, innovation must be evident elsewhere in the machine,
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Kashiba continued to point out that "product innovation and
successful marketing are seen as the "musts' for survival in the
tough textile machinery markets, especially in the United States,
and the Japanese feel that survival means being the leader - or at
least No.2 - in a field, "One must be in the top class, being the
leader is about the only guarantee''.

(63)

In the same vein, Hiroshi Kutsuna , a8 managing director of

Murata Machinery Ltd, said "we want to become the leader in
automatic winding, The gaps between the top markets, or the two
top markets, and the rest are going to increase. Being No.3 1s mno

good in this industry'.

Like Kashiba, Kutsuna sees product development and high

quality products at low prices as essential to maintaining the

leading or No.2 position, 'That is nothing new. But we are

giving effort to doing these two things in a thorough manner", he
said,

Murata Machinery, he said, is making frantic efforts "to
become the world's leading producer of automatic winders, within
the next two or three years. He supports this statement by an
assessment that Japan's general fibre textile machinery level is
fast catching up with Germany and Switzerland. We may have

surpassed them partly in utilisation of electronics”.

Italy
The picture in the Italian textile machinery industry is no

different from the previous one. Product innovation and

successful marketing emerged as significant factors in Italian

competition,

(64) the

ACIMIT (Associatione Constructioni Italiani di Macchinario per

According to the industry's national association

Industria Tessile ''the stagnation in demand for textile machinery
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seems to have been replaced by general awareness that

competitiveness cannot be achieved without technological
innovation'.

"The Italians have found that improved demand has centred on

machines embodying the highest level of technology, higher machine

operating efficiencies, and high quality production at faster
speeds'.

The Italians also have come to realise only too well that for
a thriving export business to be created and maintained, there 1is a
need for guaranteed service. '"'The rapier loom from Italy is
characterised by being very simple, modestly priced, high speed,

and probably is the most versatile of all systems of shuttleless
weaving available today" (65)

Brazzoli Sr.I started life as a little family company making
winches in Italy. This firm has expanded rapidly and is now able
to provide all manner of processing plant for overflow dyeing of
all types of weaves. More recently the company has entered the

corduroy processing sector where it is gaining acceptance simply

because it can undertake a task at the right price.(66)

Likewise Savio(67), one of the most remarkable success stories
in Italian textile machinery industry. The firm, based in

Pordenane, continues to diversify its product line. It is a major

employer of engineers, it now provides postgraduate education

through its Cerimates branch, and is embarking into the works of

robotics. Now Savio is a world leader and has pioneered many

major developments, most recently bearing witness to the ongoing
trend of automated production at high speeds.

The UK

Hence over the past 30 years, few British textile machinery

manufacturers have secured and consolidated such a leading global

reputation - with tremendous worldwide sales to prove it ... as
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that of Scragg, a long time family-owned organisation which is now

in sight of its centenary (1989).(68)

The reason for Rieter Scragg's present success 1s the same one
that has witnessed their prosperity over many years: the design
and manufacture of speciality machines for specific textile sectors

based on technological superiority.

As Rieter Scragg's Doug Gibbons puts it: 'We're not just an
engineering company: 1it's all about helping our customers to get
started on more advanced technology, and then to stay ahead of the

game' .

Thus the industrial world has changed completely. Textile

machinery firms can be competitive and successful only if they
produce machines that satisfies consumer needs throughout the

world.

Consequently, we turn our attention now to examine what

machines do textile manufacturers want?

What the customers say
Crawshaw(69) in his paper "Some Factors Affecting the

Introduction of New Technology" put forward the view that
successful machine manufacturing firms should understand user

requirements better, see user problems earlier, employ greater

sales efforts, and devote more effort to understanding user needs.

Pe11(70) took a similar view and pointed out that the
technology in the textile machinery industry should address a need

in the market place rather than a need that serves mainly to

satisfy the ego of the inventor.

Baker(71), El-Sherbeny(72), and Twiss(73) among others have

confirmed the above view in their studies.
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However, the problem lies to a great extent in identifying

(74)

needs and evaluating their importance. As Parker noted,

manufacturers must be aware of the user needs as well as the nature

of marketing environment.

According to Wierk3(75) a number of textile executives bought
machinery because they liked what they had and therefore bought

more from the same supplier. Other textile machinery purchases

were made because a successful competitor had an installation of a

particular type of equipment.

MZBoys(76), Executive Vice President, said that R I Stowe

conducts an extensive machinery study before making a purchasing

decision. Then we buy the best machinery available to make the

best yarn we can,

Another buyer stated that we want machinery that would improve

the quality and get more efficient carding.(77)

Seide1(78) likewise stated that '"we wish machinery to utilise
the precision and yarn control of the jacquard process and to
expand 1t to include the ability to handle very large parts and
large thicknesses, with each yarn stopping or starting precisely as
required on the engineering drawing, and to make a specified

contoured part without defect",

As‘Miles(79) puts it from the point of view of the user, the
ideal machine would be one that combined maximum speed, maximum

flexibility, in terms of material handling and product output
capabilities, and extreme simplicity of operation and servicing.

Thus customer satisfaction will depend on the quality of the
machine offered and the quality of the sales and after-sales

service,



345

Essential also for creating customer satisfaction is price.

There is always the danger of over-engineering a product,

However, Smally(Bo) argued that price is only one factor in
capital purchase consideration., Equally or more important are
non-price factors. ©Price is certainly important but in a capital
intensive industry like textile machinery, price considerations are

not or should not be pre—-eminent.

Hence, quality, in all its aspects, together with price are
the essential elements that determine the value of a machine to a

customer.

Truetzschler(al) pointed out that "German textile manufac-
turers do not buy machinery on price alone, though economic
viability is a major consideration in any decision. Neither do
they buy solely on the basis of design. A commercial thinking
mill executive is not likely to buy something just because it looks
nice. The German decisions consider all such factors plus

suitability of purpose. Then they decide what to buy".

Jones(sz) also emphasised that "clothing manufacturers will in
future buy from those textile manufacturers who show an interest in
their changing circumstances and who demonstrate the ability to

react to those changes,

(83)

important considerations in the choice of equipment and supplier:

As Thompson indicated, the following are some of the more

1. Optimum system, specification and performance of the selected
equipment both in textile and mechanical terms.

2. Machine or contract price.

3. Delivery schedule

4. Availlability of credit, grants or advantageous terms of

payment,
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5. Supplier's ability to install and service the equipment as an
ongoing basis.
6. Availability of guaranteed spare parts supply into the future,

at competitive rates and on good delivery terms.

However in reality different types of users look for a

differing blend of qualities and characteristics,

A study conducted by Rothwell(sa), based on a survey of BTMA

members and 300 UK textile manufacturers, throws some light on the

question of what users want and what manufacturers think they want.

Rothwell found that both makers and users ranked machine
reliability and speed first and second among desirable
characteristics. They both also put an improved quality of
product very high., But after that their views diverged, users
attaching more importance to other qualitative factors, including
high operational efficiency and high standards of engineering,
while, makers considered price to be an important factor in choice.
Users put price last in the list of eighteen characteristics
included.

The divergence-of views is even more striking on the question
of operational economics. Users put this first, makers fifth, out

of a 1list of nine factors related to machinery performance. These
factors included - listed in the order in which users ranked their

importance - overall performance in use, reliability in the mill,
advanced design and performance (ranked equal, second by machinery
users) reliable delivery of machines and spares, ease of
commissioning, seller's willingness to meet specific requirements
(ranged equal fifth) after sales and training services,
Installation costs and hard selling policies, including information

on developments.
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A further survey by Rothwell(as) in the UK textile industry
has shown that many of these firms buy foreign-built machines
primarily because they are technically more advanced and offer

superior performance than UK alternatives.

However, in terms of export markets, the machinery maker has
to cope both with the requirements of high usage economics of the
developed countries and also with the needs of the developing
countries in which is situated so much of the growth of the world
textile industry. The requirements of these two basic markets are

in some ways different and the successful machinery maker must

distinguish between them.

Some of the factors which could govern the choice of machinery

for developing countries could be(86):

1. Quality of machines. A machine which turns over reasonable
output under a variation of wide tolerances would be
considered ideal since the adjustment would ultimately be made
by technicians who are not yet absolute experts.

2. Preferably all components should be machined to fit exactly on
replacement., This is vital because the skill required to
make two components unite in harmony is transferred from a
factory technician to a machine manufacturer,

3. Indent marking on all components that fit together or where

measurements should be taken.

4., Many electronic forms of control attached to modern machinery
have their economic advantages in advanced countries where a
slight reduction on labour is equivalent to a great reduction
on production cost. Such attachments will be short-lived in
developing countries since electronic experts are not readily
available to give them the required attention.

5. Machinery design too close to limits will enjoy marginal life

in very high temperature environment.
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Table 5.2 indicates the basic criteria applied in the
selection of equipment and machinery in the Mexican study. Of the

factors mentioned some are economic considerations others are

physical and technological considerations. Physical

considerations are:

Rank
(2) The output versatility of the machine. 2
(3) The output quality 3
(6) The physical specification of the output 5
(7) The type of raw material 6
(8) The production speed of the machine. 6
(10) The quality of the machine. 7
Economic neoclassical considerations are:
Rank
(1) Price of the machine 1
(5) The cost of the labour >
(12) The credit facilities 7
Other economic considerations are:
Rank
(4) The volume of output produced by the firm. 4
(9) The size of the production lots or batches 7
(11) The cost of energy 7

Also the Colombia(87) study indicated that the basic criteria
applied in the selection of equipment and machinery are in order of

importance:

(1) The total volume of output.
(2) The quality of the final output.
(3) The productivity (output per worker) of the labour force (in

relation to its cost).
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Table 5.2¢: Factors considered in the Evaluation and Selection of

Alternative Textile Techniques (Mexico)

No. of

No. Factors Rank Sources
(1) Price of the machinery 1 (16)
(2) Output versatility of the machinery 2 (13)
(3) Output quality 3 (10)
(4) Volume of output to be produced by

the firm 4 (9)
(5) The cost of labour S (8)
(6) The physical specification of the

output 5 (8)
(7) The type of raw materials 6 (4)
(8) The production speed of the machine 6 (4)
(9) Size of production lots or batches 7 (3)
(10) The quality of the machine 7 (3)
(11) The cost of energy ] (3)
(12) The credit facilities 7 (3)

Source: G K Boon, Technology Transfer in Fibres, Textile and
Apparel, Sijthoff and Noordkoff International Publishers,

1981, p.292.

(4) The daily output capacity of the equipment.

(5) The versatility of the equipment,

(6) The availability of the investment resources (implied here are
the price of the machine and the cost of credit).

(7) The spare-part requirement of the equipment.

In general terms, for developing countries the price of the
machine or the cost of capital are number one, in developed
countries, the cost of the labour. Possibly the relative factors

in machine choice can be ordered as follows:
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Developing countries Developed countries

1., Capital costs (price of l. Labour cost.
machinery)
2, Credit facilities. 2. Machine's universatility,

flexibility, productivity
and quality.

3. Skill requirements., 3. Quality of output,

4. Homogeneity of technology
at the firm level,

Thus long term prosperity in the textile machinery industry as

in all else, depends on producing what the customers want in

quality and prices which are better than those of competition.

Having concluded that we will turn our attention now to
examine the major characteristics of the UK textile machinery

industry.
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SECTION 2

General Description of the UK Textile
Machinery Industrz

This section includes a brief note on the economics and
structure of the UK textile machinery industry. The following

aspects are examined:

Recent changes in structure and production.

Analysis of profits and losses.

The high degree of specialisation.

Main product groups and their geographical location.

" International trade.

Oy U B~ W N =
&

. Relations with government.

Recent Changes in Structure and Production

The textile machinery industry includes these companies which
manufacture a range of textile machines and their accessories.
Final products cover a wide variety of machines used for a
diversity of textile process, ranging from the extrusion of
man-made fibres to the more traditional spinning, weaving,

knitting, dyeing and finishing machines(ss).

Table 5.3 gives an analysis of establishments by size for 1982.

It shows that the industry had a total employment of nearly 12,600
in 1982. This was 40,000 in 1973 as indicated in Table 5.4. It
can be seen from this table the sharp decline in the number of

employees in the United Kingdom compared with other EEC countries.

Resulting from the disappearance of '"substantial" UK companies
and the accompanying plant closure and large scale redundancies,

this dramatic decline in employment was exacerbated by a drop in

per capita output.
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Table 5.3: Analysis of Establishments by size, 1982

Establishment b Total Employment ¢

Size group
(employees) a

a, Average number employed during the year, including full and
part time employees and working proprietors.

b. Establishments employing fewer than 20 persons are generally
exempt from business statistics office inquiries and data for
these establishments are therefore of doubtful reliability.
Figures for establishments employing 1-10 persons are
particularly at risk. They should be regarded merely as the
best estimates available and used with caution.

C. Including working proprietors.

Source: Census of production 1982,
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Table 5.4: Emplovment in Textile Machinery Production in the EEC
(Thousands)

Belgium

France

Germany
Italy

UK
Others

% Census of Production 1982.

Source: F Fishwick, The Textile Machinery Industry in the EEC,
Cormission of the European Communities, 1984, p.23.

The SWP report(ag) indicated that "production efficiency was
hit by a downward trend which had left real net output per head by
1979 at only two-thirds of its 1975 level."

Table 5.3 also gives some idea of the degree of concentration
in the industry. Companies employing 100 or more account for only
24 of the total 376 enterprises and over 200 companies employ fewer
than ten, The 1982 census also showed that the UK industry is
dominated by ten major companies, which accounted for over 477 of

total sales.

However in 1976 as Rothwell(go) indicated in his study the
industry was dominated by three major companies. "These three
groups between them manufacture about 60 per cent of the United
Kingdom's total production of textile machinery and the top

nineteen firms account for approximately 80 per cent of total

production,"
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Now, while it is true that the structure of the industry has
changed little during the past decade, other significant changes

have occurred,

According to a recent report(gl) in 1984, the changes in the
British textile machinery industry have been most significant,
affecting more than half of the total capital invested in the

national industry.

In late 1981 Sears Holdings decided to sell off its textile

engineering interests, contained in Bentley Engineering Group.
These comprised manufacturers of knitting machinery (hosiery,
circular and flat machines), machine needles and sliders, yard and

piece dyeing equipment and circular weaving machines.

In 1982 Stone Platt Industries plc, with the largest
production of textile machinery in the United Kingdom, went into
liquidation, The major activities of this group were the
production of machinery for fibre preparation and spinning (Plat
Saco Lowell), for twisting and texturing of continuous filament
yarns 'Ernest Scragg) for yarn sizing (Platt Sizing) and for dyeing
fibre, yard or piece (Platt Longclose). Platt Saco Lowell has
been acquired by the US company John D Hollingsworth Inc, with
substantially reduced capacity and employment; Ernest Scragg has
been acquired by the Swiss company Rieter and Platt Longclose, and
Platt Sizing has been taken over by the former management, with

substantial external share capital,

The report also revealed that other less prominent changes
have occurred within the UK industry since 1980. Cobble
Blackburn Ltd, an American-owned subsidiary, acquired a competitive
manufacturer of tufting machinery (Edgar Pickering Ltd) from Sears
Holdings in 1980; in 1981 it acquired a manufacturer of carpet
looms (Wilson and Longbottom) and in 1981 took over Muschamp, a

producer of twisting machinery. These takeovers were combined
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with rationalisation and reorganisation and factories other than

Cobble's existing premises were closed and redundancies

substantial.

Other changes include the disposal by Mather and Platt Ltd of
its textile machinery interests which were ultimately acquired by a

new company owned by former Mather and Platt managers.

There have also been significant changes in the production of

the UK textile machinery industry.,

In volume terms production in the UK has fluctuated about an

almost horizontal trend as shown in Table 5.5. Also the most
dramatic changes shown in Table 5.6 is the fall in United Kingdom

production compared with other EEC countries.

Analysis of Profits and Losses

The figures in Table 5.7 have been prepared by the Commission
of the European Communities in 1981, The Table shows a gradual
decline in the aggregate financial return from textile engineering
in Great Britain from 1973 to 1977, with a slight stabilisation in

1978 and more severe deterioration in 1979.

Another survey by ICC(gz) Business Ratios, of London, took an
in-depth look at the fortunes of 99 leading companies in the

sector, analysing company performance over three years to April
1979.

As a measure of profitability, the survey quotes the average
return on capital employed for machinery manufacturers, which fell
from 11,17 in 1967/77 to only 8% in 1978/79 which reflects the
state of the textile industry, where importers of finished goods

have prospered at the expense of home products.

Machinery distributors, however, with a far smaller asset base

to cover, achieved a return on capital of 27.4%7 in 1978/79 - more

than treble the return by manufacturers,



356

Table 5.5: Textile Machinery: UK Production
(1980 = 100 volume)

123.5
100.0
83.7
71.0
67.7

Source: Annual Abstract of Statistics.

Table 5.6: Trends in production within the EEC
Production indices 1973-82 (1975 = 100)

oy ey Y e T R

1973 105 | 118.5
1974 | 94 99 99 | 109.0
1975 | 100 100 100 | 100.0
1976 | 94 103 85 | 96.5
1977 | 95 95 64 | 84.5
1978 | 88 08 62 | 82.0
1979 | 99 103 56 | 80.4
1980 | 94 90 45 | 75.1
1981 | 88 85 38 | 69.6
1982 { 92 - 30 | (63.0)
1975

values| 185 34 359 1531 582 94 788 | 3573

$ mill

Source: F Fishwick, The Textile Machinery Industry in the EEC op.
cit. p.21.
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Table 5.7: Net results from sample companies
(Textile engineering activities only 1970-71)

No. of firms

Total of net (1) as ratio of with:
profits and aggregate turn- net net
Year | losses (1) over profit losses

Sources: F Fishwick, The evolution of Concentration and
Competition in the textile machinery industry of the UK
Commission of the European Communities, 1981, p.49.

The average profit margin for the manufacturers is only 3.7Z2 -

barely half that of the distributors, which stands at 6.7%.
Survey comments '"the fact that the profit margin is so low for

manufacturers indicates the desperate measures that many have been

taking in order to maintain sales volume.

Lack of demand seen as a major cause of the sector's problems,
Sales by value actually fell by 2% between 1976/1977 and 1977/1978
followed by a small rise of 9.6% in the following year. The
survey saild allowing for the rate of inflation, this indicates a

decline in the real volume terms.

In a recent Financial survey from Inter Company Comparisons

Ltd results indicated that(93):
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Only 517 of companies surveyed could boast an 1increase in
turnover over the two account years shown.

Under a third of companies surveyed (27.97) actually managed
to increase their profits in the latest account year shown.
Over a third (37.2%) lost money in the latest account year
shown.

43,17 of companies surveyed did not increase their payments to

directors over the two account years shown.

More recently a further survey(ga) indicated that the

companies reporting net losses from textile engineering in 1980

included the two largest producers of textile machinery in the UK.

In the recent recession losses were recorded by UK producers

who previously had achieved positive results throughout the 1970s.

Among these are the US owned subsidiaries Crosroland Camber.

Major product groups and the degree of specialisation

groups by the following purpose

The 1982 Census of production divides textile machinery into
(95),

Textile machinery

l.

2.

For processing fibres.,
Manufacture of machines for extruding man-made textile fibres
- filaments and tapes, and for processing natural and man-made

textile fibres, filaments and tapes.

For producing fabrics and carpets.

Manufacture of machinery for producing fabrics, Warp Weft
and hosiery knitting machines, machines for making non-woven
fabrics and machines for preparing yarns for use on the above
machines are included. Manufacture of other knitting
machines. Manufacture of machinery for producing carpets of

all descriptions including auxiliary machinery,
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3. Finishing and other textile machinery.
Manufacture of machinery for bleaching, dyeing, finishing and
otherwise processing loosestock, sliver, tow, yarns, fabrics,

garments and carpets, including auxiliary machinery and other

textile machinery, not elsewhere specified.

4, Accessories.

Manufacture of accessories for use with textile machinery,

excluding accessories made wholly of cardboard.

An analysis of 37 enterprises with a turnover of £1.5 millions
and/or more than 200 employees in the UK showed that in 1979 only

two had activities in more than one of these categories(QG).

Among reasons for this specialisation on the part of machinery
producers are the following(97):

1. Much of the textile industry was itself horizontally
structured - vertically integrated factories were confined to
products where the range of yarns used was limited. Some
large textile groups still give considerable autonomy to

spinning, weaving, knitting or finishing divisions. This

means different customers for different products.

2. Specilalisation is a means of reducing the proportion of

research and development expenditure to turnover,

J. The same comment applies to marketing in general, much sales

promotion is technical in nature, requiring specialist

knowledge of production processes on the part of those in the
marketing function,

Although there are economic arguments for specialisation and

these appear to be supported by the difficulties faced by some of
the diversified groups, Heath(gs) in his study indicated that
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diversification in some of the sub-sectors seemed to occur as a
result of necessity than as a positive move towards more profitable
areas of production for example, when the Pakistan jute market
collapsed in 1968, jute machinery manufacturers such as Keay were

forced to diversify to survive. Dronsfield Bras also made

machines for the paper industry.

Main product groups and their geographical location

Today major textile engineering products in the United Kingdom

are mainly produced within the areas where the associated textile

Industries developed. The main geographical centres of the

industry are as followscgg).

Approx. % of
Region of UK employment (1978) Main products

North-West 40 Cotton-based spinning,
England etc, machinery, looms and
accessories, textile

finishing equipment.

23 Wool and Worsted spinning
and weaving machinery,
textile finishing.

Yorkshire and
Humberside

East Midlands
(Leicestershire

and Nottingham-
shire).

14 Knitting machinery
also dyeing.

12 'Flax originally' Spinning,
weaving and finishing.

Northern
Ireland

International trade
Before the Great War Britain dominated the world trade in
textile machinery (see Table 5.8) and this position was retained

albeit with a slight reduction throughout the inter-war years.

’

More recently the analysis of trade showed falling exports
both within the UK and the rest of the world.
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Table 5.8: Shares of World Trade in Textile Machinery by Major

exporting Countries.*
(Percentage of total)

1913 1923 1927 1919 1923 1927
UK 87.1 86.1 79.5 64.0 59.1 53.3
Germany 10.4 4.4 9.2 18.3 9.6 21.9
France 0.4 4.7 5.9 1.8 7.6 10.8
Switzerland 1.3 1.9 3.4 14.3 17.8 9.8
US A 0.75 2.8 1.9 1.4 5.5 4.1

Source: Derived from ILO, The World Textile Industry: Economic
and Social Problems, Geneva: 1937, Vol.2, p.107.

* These five countries accounted for over 95% of total world

exports.,
All f£ibres included.

Table 5.9: Export Shares 1970-72 and 1977-79. Textile machinery
export as Z of OECD total.

UK
Germany
Italy
France

Switzerland

Japan
USA
Others

Source: F Fishwick, The Evaluation of Concentration and
Competition in the Textile Machinery Industry of the UK,

op. cit. p.52.
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Table 5.9 compares the UK share of OECD exports in the years
1970-72 and 1977-79 with those of other principal OECD exporting
countries. The table indicates that none of the four continental
European countries experienced a decrease in export share similar
to that of the UK (whose share declined by over one-third between
the two periods).

At this time the United Kingdom textile machinery industry has
continued to lose its competitiveness in international markets.

The industry faces keen competition not only from West Germany but

also from Switzerland, Japan and Italy.

West Germany today has a textile machine building industry
which provides about one-third of all exports from western nations

to the world's 150-160 countries and thus well ahead of its nearest
rivals - Switzerland takes about 20Z; Japan has some 14% and Italy
about 9% "and growing"(loo). In 1982 the United Kingdom's share
of exports of principal OECD producers reached about 7.8 per

cent(lol) o

According to Fishwick(loz) the geographical trading pattern
does not appear to have been a major factor in the decline of the
UK share of textile machinery export. Ten major markets have been
analysed in this respect. 1In all but one of these markets (the
exception was France) the UK share fell between 1970-72 and 1977-79
the details for each are shown in Table 5.10.

However on 15 February 1985 the Textile Machinery Economic
Development Committee (EDC) reported(IOB) that, some of the UK
industry's main customers were not among the world's top 25
importers. For instance the UK had almost a monopoly of sales of
textile fibre processing machines to Burma and New Zealand and of

looms to Burma and Pakistan.

A significant number of the UK's main export markets were
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Table 5.10: UK Export Share and Market Growth in Ten selected
Markets,

Total imports textile m/c ($m) UK Share 7%

Country

in 1977-79 1970-72 1977-79 (2) as Z 1970-72 1977-79

order) (1) (2) of (1)

USA 1040 1648 159

W.Germany 464 869 187

Italy 421 783 186

France 471 749 159

S.Korea 141 734 521

Taiwan 219 352 161

Greece 128 307 240

Spain 196 296 151

Brazil 248 291 117

Turkey 93 254 273
3421 6283 184 11.9 7.7
4 of world total 43 39

Source: F Fishwick, The Evolution of Concentration and Competition
in the Textile Machinery Industry of the UK, op cit, p.JJ.

commonwealth partners. For total textile machinery exports
Pakistan was our 6th largest customer, the Irish Republic 10th,
Burma 13th, Australia 18th Nigeria 24th and Hong Kong 25th. None
of these is in the top 25 of the world's list as Table 5.1l

indicates.

Not only has the growth of UK manufactured exports of textile

machinery slowed down, on the import side, the evidence for loss of

competitive edge is equally disturbing. A more important feature

has been the decline in the UK home market for textile machinery to

under one-~-third of its 1975 level by 1982 and a fall in the UK

share of fhat home market(loa).
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Table 5.11: Top 25 Importers of all Textile Machinery -~ 1982

Aver-

age
Growth
Rate

S
S
S
S
S
I
S
S
|
S
S
L
I
S
S
S
F
F
5
S
F
S
S
S
S

Source:

Importing
Country

United States

Italy
West Germany

France

United Kingdam

Egypt

South Korea
Taiwan
Mexdco
Switzerland
Bel-TLirx
South Africa
Spain
Indonesia
USSR

Rest of World

Total World

Value

$ M
of

Imports

687

301
283
273

214

189
180
178

151
139

135
135
134
127
118
116
113
111
99
90
83
8l
80

74

1416
5713

Propor-
tion of
World

Imports

12,0

5.3
4.9
4.8
3.7
3.6
3.3

3.1
3.1
2.7

2.4
2,4
2.4
2.4
2,2
2.1
2,0
2.0
1.9
1.7
1.6
)
1.4
1.4
1.3

24.8
100

Ranking

as
Market

for UK
Exports

W N e

19

15
|

~J

C R v o

14

16
12
11

21

7 Share of

UK
7
9
9
9

thh n s Do O

10
14

o O W S~ &

13

o

11
12

us J
- 1

™~ O W

-
-

- N W O I~ W BN Lo W

bY,

17

15

]

> 0O &~ N Win

7 8 12

Impo
Wo
28

29

10
11

12
17

10

15

15

12

24

9

16
26
22

19

Textile Machinery EDC, Key Exports Markets NEDO, London,

15 February 1985,
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Hence the main point is that the latest data on import
penetration and export sales shows a worsening in the British
competitive position, As Table 5.12 indicates despite the fact
that manufacturers are increasing their proportion of export sales
they are failing to maintain their share of the domestic market.
It also appears that the trend for import penetration increased

more rapidly than export for the recent years in the textile

machinery industry,

From this brief analysis one may expect that the textile
industry is not satisfied with the suppliers of machines at home,
textile companies are increasingly buying their machines from

abroad.

As mentioned before, the unit value of UK imports in this
industry tends to be significantly higher than the unit value of
its exports: this suggests that the degree of sophistication of
imported machinery is rather higher than the degree of
sophistication of machinery that it exports, although a comparison
of unit value indices is a very crude indication of this.
Nevertheless, this declining competitiveﬁess as shown in the trade

balance 18 a cause for considerable concern.

Table 5.12: Exports and Imports in the UK Textile Machinery
Industrz

Exports Imports
(£ thous of textile (£ thous of textile
Machinery) Machinery)
216,200 122,200
1980 241,600 104,300
1981 - -
1982 212,404 103,269
1983 175,270 117,380
194,186 150,078

Source: Author's calculations from Statistics (Census of
Production)
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Relations with Government

The National Economic Development Office, which is an agency

of the government, since its formation in 1962, has had a number of
industry committees on which sit representatives from large
companies in the industry and senior trade unionists. From the
early days of the NEDO the textile machinery industry has had its

own industry committee(los).

Originally these separate industry Committees were seen as

part of the government's planning process, but in recent years
their role has changed somewhat to become a form of discussion of

problems in specific industries, a channel of communication for
special studies and reports, and a centre of advice to the Director
General of the NEDO in his discussions with the heads of government

and trade unions. The current performance of the UK textile

machinery industry is at present subject to considerable discussion

in this form,

The Textile Machinery EDC Report "UK Textile Machinery for a
ChangingWorld"(IOG) revealed that the EDC brings together leading

representatives of management, unions and government with the
objective of helping companies in the industry to become more

efficient and competitive and hence to increase their share of

world and UK markets.

Government interventions affecting the industry have centred
on schemes to promote investment in manufacturing industry. These

have included investment grants, and credit guarantee facilities.

Rothwe11(107) indicated that "the United Kingdom Government
expends relatively large sums annually on the support of a
background scientific and technical infrastructure in the form of
Government research establishments, universities and some financial
support to RAs. Direct financial assistance is also available to
industry in the form of support for innovation from NRDC and

development grants from the Department of Industry",
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Earlier government assistance in this industry occurred in the
mid 1970s, making £20 millions (at that time about $36 million)
available, but only about £12 millions of assistance was taken up -
the 52 individual offers included a number of subsidiaries of Stone
Platt and Sears(los).

But this 1is only a beginning. The supply of marketing
Information and support for UK firms aid in increasing

international competitiveness, and formation of new business were
also areas in which the government play a role.

0
A report by NEDC's Textile Machinery Sector Working I"art:y(1 2

mentioned that "against this general background of reduced activity

owing to serious shortage of orders, the SWP has concerned itself
increasingly with marketing tactics, and especially export
marketing. UK companies and Government are now being urged to
concentrate their commercial efforts on key overseas countries
which account for 507 of world textile imports. The BTMA has
worked intensively in this direction via both selective missions,
the organisation of export seminars, and the establishment of a
poll of information and product clubs designed to develop

co-operation in exporting.

One significant initiative now being undertaken by the SWP 1is
that devoted to possible improvements and new developments

calculated to broaden the range of textile machinery products

manufactured in the United Kingdomn.

The NEDC's report said "that investigation into the machinery
requirements of both the knitting and wool textile industries

ldentified a large volume of imports simply because there was no UK
product to consider, as well as many others where the UK product
wag available but was judged to be technically inferior'. As a
result, the SWP are currently measuring the effective UK product
range of textile machinery against world market requirements so as

to produce a list of product gaps and inadequacies.
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Also the SWP now plans to compare the UK attitude to that of

such competing countries as Germany, Switzerland and Italy.

In this aspect, another factor felt to be relevant to the UK
industry's competitiveness against EEC countries or any others are
the increased investment and the political and industrial

environment that a number of them have been adopted.

Miles(llo) said that "the textile machinery industry, along

with many other branches of engineering, is now having to adapt
itself to the same policy of self-sufficiency. Many countries
such as India and Brazil for instance are building up their own
engineering industries behind protective walls, and are looking for
know-how agreements with European and American engineering
companies rather than products to buy'.

F Thies(lll) took a similar view and pointed out that "Italy
has been putting up certain technological and financial restric-
tions for the import of textile machines which are reducing the
possibility of exporting to Italy certain types of machinery to

nil, whereas in Spain the hindrance to export is in the form of

extremely high tariffs.

Smalley(llz) also stated that "if we in the UK look at our
West German textile machinery competitors, what do we see? A
number of very large or giant companies? No ... By and large the
West German industry is composed of medium-sized, family-owned or
largely family-influenced firms, no doubt supported by long term
investment or loans from the German industrial banking system,
competent - thriving - growing - confident., We see firms
operating in a political and industrial environment that encourages
growth and enterprise, that demands high productivity and which

supports and justifies new investment".

As Table 5.13 shows there 1is wide variation in normal interest

rates between countries with major textile machinery industry.
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The actual rate charged to a textile machinery manufacturer would

depend upon the duration of the credit and the degree of risk.

Table 5.13: Money Market Interest Rates (1981~2 -~ 2%)

Belgium

France

Germany

Italy
Netherlands
United Kingdom
Switzerland
USA

Japan

Source: I M F International Financial Statistics, 1983.

However, in most producer countries the consensus rates are
below those charged commercially. Hence some countries used to
subsidise interest on export credit to enable exporters to offer
consensus rates. Export-tied development assistance has been

combined by French authorities with residual finance on consensus

conditions '"credit mix".

In 1978 the United Kingdom announced plans to introduce
similar mixed credit arrangements but these have not been

implemented(113).

At this point The Textile Machinery EDC(IIA) demonstrated that
many textile machinery companies had difficulty in finding the

export finance and insurance the need. In many ways the

industry's characteristics make it a special case:
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l. It has high dependence on exports.

2, It needs to supply the fast growing markets in the "South and
East" of the world which can be risky.

3. 1Its exports are not in '"Parcels" big enough to attract the
special support available to large overseas contracts.

4, Customers normally expect and get medium-term credit from
foreign competitors.

5. Many companies have undergone financial shake-ups which may
make assessment of their past performance irrelevant.

6. The insurance and credit needs of exporting strain balance

sheets more than a comparable volume of home business.

As far as the UK textile machinery industry is concerned,
studies that have been undertaken in the UK to identify the role of
government in promoting the textile machinery industry revealed
that governments have given less support to machinery manufacturers
than have our foreign competitors,

Rothwell(lls) in his study revealed that "the textile
machinery respondents clearly felt that they had suffered unduly
because of labour problems, that some foreign manufacturers had
gained an unfair advantage through offering highly advantageous
Government-~backed credit facilities, that company taxation in the
UK has been too high and that the UK Government have interfered too

much in the affairs of industry'.
(116)
Also the Commission of the European Communities Report in
1984 indicated that "within the EEC, there is some concern on the

part of textile machinery manufacturers whose government are less

inclined to support them than those of foreign competitors. These
grievances were strongly expressed to us in interviews in the
United Kingdom'",

Finally the NEDC's Textile Machinery Sector Working Party

w(117)

Report "UK textile industry is struggling to survive stressed
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that the Government should substantially increase ''their
contribution to new product development costs'. This, says the
report, would enable UK textile machinery manufacturers to update

and widen their range of products.

Thus, the competitive situation of the UK textile machinery
industry has also been affected by factors outside the control of
individual companies - these include interest rates and credit
guarantees (partly determined by government policies and partly by
international market forces) heavy government regulations plus
inadequate import control programme that must be strengthened.
Furthermore foreign competitors are producing under better
conditions than the textile machinery manufacturers in Great

Britain.

Conclusion

It can be seen that the textile machinery industry in Great
Britain has an important role to play through employment, import
saving and export. However, the industry today is in a state of
decline. Major problems in the industry, lack of an efficient
marketing technique, shortage of skilled labour, foreign

competition in the home market, and less support from government,

Having concluded that the following chapter presents details
of the research objectives and methodology used in this study.
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