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Opening Address

Mr. Du Yuzhou
President of State Administration of Textile Industry

Dear Ladies and Gentlemen,
Comrades and Friends .

The 99 Cotton &. Cotton Textile Conference —China now begins! The international and domestic ex-
perts, scholars and enterpreneours in the cotton &. cotton textile industries are gathering here to discuss
the challenges and development opportunities and to exchange views & information related to the new
technology applied to the cotton & cotton textile industries, which is of great significance to promote the
development of China’s textile industry. On behalf of the State Administration of Textile Industry ,and also
in my own name, | am extending a warm welcome to all the international friends and domestic counter-
parts for your presence at tne conference, and wish a complete success to this Conference.

1999 is the last year of the century, also a most crucial year for the three—year target to get out of
difficulties through structural rationalization in the state —owned enterprises for China’s textile industry.
The cotton textile sector . as one of the biggest and the most important production sectors of the textile in-
dustry, bears the task of promotig national economic growth in a sustainable, coordinated and rapid way.
In order to realize the two fundamental changes in the industry, the cotton textile sector needs to speed up
the reform, restructuring and renovation to strengthen the management and restructure its product, pro-
mote the progress of technical renovation, sharpen the edge for market competition, finally to realize the
industry’s upgrading.

At present, China’s cotton textile industry is in the process of being strategically rationalized. as
characterized by spindle reduction, consolidation & merging , streamlining ,and profit improving. The re-
form Is also under way in respect of cotton production, purchase and processing in an effort to form a ver-
tical integration. It has become a very important task for the textile industry to emphasize on producing
quality fabrics to replace the imported ones, and te focus on the economic benefits through intensifying the
management, optimizing product structures, reducing production cost, strengthening marketing promotion
in domestic and international markets.

The '99 Cotton & Cotton Textile Conference —China is an important gathering for cotton and cotton
textile circles, and it is also a high—level academic symposium. We shall continue, as always, to imple-
ment opening policy , and honestly welcome foreign enterprises to join us in the structural rationalization
and technical renovation in China’s cotton textile industry, and we will develop the economic cooperation
in various forms with international cotton textile industry.

in conclusion, | once again give my best wishes to the success of this conference and also my best re-
gards to all of you for your thriving business and good health.

- Thank you all.
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Present Situation and Future of
Chinese Cotton Textile Industry

Xu Wenying
General Manager, China Cotton Textile Association

Distinguished guests, Ladies and Gentlemen, Friends,

Fist of all, let me extend seasonaly greetings and warm welcome to all friends of the same trade from
all over the world on behalf of Chinese cotton textile circle and in my personal name.

This year when it inherits the past and ushers in the future in the history of Chinese textile industry.
we are honored to host the first international conference on strategy of cotton textile development in the
city of Qingdao famous with its textile industry. | would like to take this opportunity to introduce you to the
present situation and future of Chinese textile, especially cotton textile industry, wishing that this would
contribute to the mutual understanding between us and thus to trade and economic and tech. cooperation
associated with textile industry , and stimulate discussion and information exchange around cotton and cot-
ton textile development on both in and outside China, so as to seize opportunities and boost economies.

1. General situation about Chinese textile industry

Textile indusiry is traditionally a pillar trade to China and enjoys high priority and supports from gov
ernment. For the last 20 years since opening and reforms, this industry has developed at high speed,
which has totally changed the shortage in textiles supply in this country that had prevailed for long time,
and eventually made China become the number one textile production country in the world with significant
scale and relatively advanced tech. and managerial levels. For instance, in 1998. the total textile fibers
processed in this country surpassed 9. 5 million tons; garments (excluding knitwear) of 8. 5 billion pieces;
man made fibers of 5. 10 million tons; ranking first place in the world in production of man made fibers,
cotton yarns, cotton fabrics, silkwears, garments and knitwears.

in terms of exports, in 1997, China earned hard currency of 45. 5 billion USD and in 1998, 42. 8 billion
USD in spite of Asian financial crisis. Chinese made textiles/ garments have been exported to more than
100 counties and regions worldwide making China a generally recognized textile exporting power. In the
mean time, quality of exported goods has improved substantially; proportion of exported garments in-
creased from 20 in 1978 to 70% in 1998,

1t may be worth mentioning that Chinese fiber industry and garment industry have both enjoyed fast
development as reflected by the fact that in 1998, man made fiber output grew 13 times compared to that
in 1978, or lifted from 18% to 58% in terms of share in total processed fibers; garment production in 1998
grew 13. 5 times compared to that in 1978, ranking world first in both garment output and exports.

It is expected that until the end of the century, textile industry will still be one of the trades to be de-
veloped in China. According to the state’s requirement regarding establishing socialist market economy .
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Chinese textile industry will develop in the following directions: continued restructuring and rel‘orrﬁing.
compressing the capacity of lower levels, making progress in high tech. by reforming traditional industry
with high and new technology. adjusting product composition and rationalizing gecgraphic distribution,
renovating equipment and processes, upgrading products, developing mills towards integration, in order
to improve mills® economic performance and sharpen our textiles’ competitive edges in markets both home
and abroad.

As you may have known, Chinese textile industry is now facing unprecedented difficulties as the resuit
of the growth mode in simple extensive expansion in the past that could not meet the requirement of mar-
ket economy, and overlapping massive construction, which unavoidably led to losing competition to for
eign made goods and overproduction, causing the mills’ performance keep worsening with time. To couple
with this, the state council has decided to take textile industry as the breach in state—owned enterprise
deficit reversing and relief campaign, in which it is scheduled to eliminate 10 million obsolete cotton spin-
dles and 1. 8 million silk ends. The battle is currently well under way.

It is decided that key targets in tech. progress to be developed for the next 3 years lie in, face fabrics
as the breach aiming at substituting for imports with them and boosting exports in order to realize product
upgrading and improve mill performances . by selecting those areas in cotton textile, wool textile, dysing
and printing, man made fibers and textile machinery that are closely interconnected to carry out optimal
reorganization in existing assets and reforms with advanced tech. and equipment.

2. Current situation of Chinese cotton textile industry

Cotton textile industry holds important position in Chinese textile industry, with 75% —80% processed
textile fibers processed by cotton textile machines. In 1997, of all those textile mills that are financially in-
dependent at township level or above, the number of cotton mills (excluding dyeing/ printing) is 7454,
employing 3. 24 million people, generating a total industrial value of 26 in total textile industrial value,
producing yarns of 5. 42 million tons and gray of 24. 1 billion meters. In 1998, cotton yarn and gray exports
excluding knitwear) valued at 3. 07 billion USD, accounting (excluding garments) for 24 % based on tex-
tile exports. Since 7th and 8th Five Year Plan after renovation reforms, by the end of 1997, cotton spin-
dles installed nationwide amounted to 42. 45 million, cotton looms of 750,000, automatic winders, from
scratch to currently 4,100 or more, blowing— carding units of more than 200 sets, and shuttieless looms
surpassing 80,000 sets.

In recent years, however, the cotton industry as whole has been running in red for 7 years in a row,
due to the above mentioned overlapping and low level expansion, combined with influences from cotton
pricing and export tax refund policy and etc.. At the end of 1997, the state decided to implement spindie
compression and in 1998, 5. 12 million spindles were eliminated. The campaign is still being carried out in
1999. The effects of spindle compression combined with that resulting from readjustment of cotton circula-
tion policy and export refund policy then by the state, have gradually appeared.

Main problems currently existing in the cotton textile industry are as follows.

2. 1. Slow tech. progress and backward equipment

Due to giant size of the cotton industry and corresponding work load in renovation, the general situa-
tion has not been changed substantially in spite of reforms in some mills. Gap compared with abroad is

7



still huge, and taking textile advanced countries as an example, automatic winders and shuttleless looms
there each account for more than 80Y% , whereas that in China merely 20% and 10% , respectively. More-
over, the pace in tech. reform has significantly been slowed down due to bad mill economic conditions in
recent years.

2. 2. Inconstant quality and lower grades

Ordinary medium count yarns still dominate our exported cotton yarns while combed or super fine
count yarns account smali portion. In 1997, total combed yarns produced amounted to 659,000 tons repre-
senting only 16% ., and quality was not consistent, and defects high and evenness bad. Various products
therefore have to be targeted primaryly at consumer markets of lower —to — medium classes at lower
prices which do not meet the requirements of medium —to— high classes. Hard currency earnings per ton
are barely half as much as that from advanced countries. Qur cotton gray are mostly woven in shuttle
looms and only small portion in shuttleless looms, and accordingly lower in value added rate and lack
competitiveness.

2. 3. Low productivity and backward management

At present, the labor comsuption per ton yarn in China is 29. 6 compared to 10. 5 in Japan and 4.0 in
U. 8., and the gap is huge.

2. 4. Heavier burdens on cotton mills

State owned mills constitute the main body of Chinese cotton industry, who, after many years under
planned system, made little renovation and in addition, due to reasons mentioned above, these mills bear
heavy debt . increasing retired employees and other burdens. and do not possess capability to renovate
themselves.

3. Looking into the future of Chinese cotton industry

It is expected that after spindle compression, the contradiction in overall amount surplus will be eased
and tech progress be mainly directed to sclving the problem of low quality /grade products, and reducing
cost and raising labor productivity. Way out also lies in sticking to "three reforms and one strengthening”
— —strengthening tech. renovation, combining with spindle compression, restructure and adjustment of
" product composition, transforming into a high and new tech. industry and reforming traditional one there-
with, which will make breakthroughs in new tech. , equiprnent and products.

3. 1. Strict controls over total amount

The guide line for cotton industry reforms is to control over the total amount. optimizing the existing
assets. adjusting structure, improving tech. , correct planning, rationalizing gecgraphic pattern. It is
scheduled under premise of controlled total amount that 10 million obsolete spindies be eliminated while
severely controlling over low level expansion.

3. 2. Strengthening management and upgrading quality and grade

Right now, management and quality/ grades are receiving attentions from mill management more and
more and they have come to realize that competition between rivals is that between their qualities. Anging
textile mill and Wuxi No. 2 cotton textile mill and other state owned milis have, for instance., eventually
acquired advantages on markets both home and abroad and are enjoying satisfactory economic results by
relying down to earth attitude and perseverance in strict management. Cotton textile industry is required
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to raise knot free yarn rate and shuttleless fabric rate substantially. It is required that in 3 years . the knot
free rate should be raised from current 18%; to 28 ; and the shuttleless rate from 18 % to 2547,

3. 3. Speeding up tech. renovation and upgrading level of equipment

Upcn completion of spindie compression, the cotton textile industry will continue with renovation and
upgrading its equipment, and in 3 years. the number of shuttleless looms will reach at 100,000 or their
proportion to 15% while actively popularizing blowing/ carding combined units. combers. automatic
winders. as well as new technology regarding shuttleless looms and other equipment wherein software de
velopment will be put on higher priority.

3. 4. Speeding up structure optimization and restructuring

Through spindle compression . reorganizing, merge and bankruptcy . a optimal structure will be estab
lished forming an operating pattern comprising 3 categories. i.e. 1) coastal area where advantageous in-
dustry is developed, name brands produced and export —-oriented production/ development bases estab
lished by additional tech. input and developing refined and in-- depth processing, and value added/ high
tech. content products; 2) cotton growth areas where advantage in resources is taken into full play by
stressing on tech. renovation and improving quality or upgrading products, and eventually developing into
quality yarn and fabric production bases; and 3) non—cotton growth inland areas where production bases
for textiles targeting at domestic markets are formed by stressing on developing farmers -- targeted con-
sumer goods with ethnic or native characteristics based on market investigations.

Ladies and gentlemen, friends, Since China boasts vast consumer markets with 1. 2 billion population
and Chinese cotton textile industry has bright future and broad room to develop. we sincerely invite you
friends from cotton or cotton textile circles around the world to come to China for investment. or talk on co

—op. and trade. 21st century presents both hope and challenge, chance and success. We expect and are
confident in that joining together . friends of the same trade and we Chinese cotton textile industry will be
striding hand in hand into a new era of vigor. growth and prosperity.

Thank you.
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