gy
e

6.2 Current Analysis of Textile and Clothing Consumption in Sytla

To make reliable forecast for textile and clothing demand, it is of primary
importance to understand the cursent sitwation accurately. For this purpose,
various statistical data on textile and clothing consumption in the country were
collected and analyzed.

The textite industry in Syria is comprised of statc and private companics. State-
owned companies are primarily specialized in cotton spinning with a relatively
narrow range of operations. They are all large in size.  The study team visited
all the companies during the field survey and collected necessary data and
information for fusrther analysis.

On the other hand, private companies cover a wide range of operations including
weaving, knitling, dyéing and finishing, and sewing. There are a large number
of these, including many small and medium-sized enterprises. Unlike the slate-
owned companies, statistical data on these private companies are nol readily
available, and it is thus difficult to obtain sufficient information to reveal their
current situation. For this reason, the current analysis was conducted by
comparing various statistical data collected from different sources.

6.2.1 Statistlcs In Syria

(1) Production statistics

Relevant statistical data of textile and clothing produciion in Syria as a whole
arc available (Table 6.2-1) as welt as production statislics showing a
breakdown of state and private companies (Table 6.2-2). Generally,
statistical data on upstream sectors such as raw cotton and spun yarns are
widely avaitable, because these sectors are covered by slate-owned
companies; whereas there is a lack of data on downsiream scclors such as
clothing.

{2) Import statistics

According to Statistics of Imports into Syria {Table 0.2-3), the country
imports around 100,000 tons of textiles each year. Judging from data which
indicates the breakdown by fiber type and product type, synthetic filament
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yamns amount 1o around 80,000 tons.  On the other hand, imports of synthetic
spun yarns are very small (1,000 tons). Although domestic cotton spun
yarns are supplied to the market, it is reasonable to expect more imports of
synthctic spun yarns and their products, as cotton and syn'lhctic fibers are
different in feature. The classification of filament yarns and spun yarns
seems 1o create some confusion,

(3) Export statistics

According to official expori statistics (Table 6.2-4}, export votumes in 1993-
95 were raw fibers (such as cotton and wool) 140,000-180,000 tons and textile
products 32,000-56,000 tons. Among the textile products, only synthetic
filament yarns (3,000 tons) are clearly distinguishable, however, judging from
the forms of textiles exported, synthetics should be included. The Team
visited many private companies and got information that they are exporting
considerable volumes of synthetics. The Team classificd the exporis as
follows referring to each of the items of the textile export, It should be noted
that exports of cotton sewing threads in 1994, around 16,000 tons, will have
been a statistical error.  Total exports are 38,000 tons: cotton spun yarn 2,000

tons, cotton products 17,0600 tons, synthetic products 18,000 tons and carpet
1,000 tons.

(4) Domestic textile and clothing consumption based on Syria’s statistics

Assuming that domestic textile and clothing consumption can be estimated
from the general equation (“domestic input” + “imports” - “exports”), and by
using the average values for 1993-95, domestic consumption is estimated at
97,000 tons (37,000 + 102,000 - 42,000).

6.2.2 Statistics of FAO (Food and Agriculture Organization of the United
Nations)

The results of the FAO's surveys on textile and clothing consumption in world
countries are summarized in Table 6.2-5, and the average values for 1990-92
(Table 6.2-6). According to Table 6.2-6, inputs of domestic cotton and woot
totaled 69,800 tons (average for 1990-92), imports of synthetic fibers 43,000
tons, exports 22,000 tons, resulting in domestic consumption of 91,200 tons,
with consumption per capita being around 7kg.
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Comparing the statistical data of Syria and the FAO reveals major differences in
the foltowing areas (1990-92):

a)

b)
©)

Inputs of domestic cotton and wool: 69,800 tons (FAO) vs. 37,000-39,000
tons (Syria)

Imports: 43,000 tons (FAO) vs. 36,000-74,000 tons (Syria)

Exports: 22,000 tons {FAQ) vs. 27,000-35,000 tons (Syria)

A reason for such significant differences is unknown.

6.2.3 UN

The

Statistics

United Nations have statistics summarizing textile and clothing preduction,

imports, and exporis of the country, which vary greatly between years and do
not seem to be reliable. These data are presented in ANNEX-3 for reference.

6.2.4 Statistics of Exports from Other Countries to Syria

Given the lack of reliable data, it was decided to estimate import volumes from

statistical data in major export countries concerning exports bound to Syria.

(1) Estimation procedures

Estimation procedures are summarized in Figure 6.2-1 and as follows:

a)

b)

d)

28 exporling countries were sclected, consisting of 23 industrialized
countriecs and 5 countries exporting synthetic fibers which are¢ not
produced in Syria, namely Turkey, Taiwan, Korea, Hong Kong, and
Singépore.

Export data on the 23 indusirialized countries were obtained from UN
data, and those on the other countries from the statistics of these
countries.

Data coverage was up to 1994, which is the latest year shown in the UN’s
statistics.

Hong Kong and Singapore statistics of fabrics and clothing exports show
only areas and pieces. Thesc volumes were converted to weight, by



(2)

refercing to area/weight and picces/weight relations of similar product’s in
“Japan Exports and Imports,”

e} As for textile blend, breakdown was made on the basis of blend ratio 10
individual materials (e.g., 100 tons of polyester/cotton (65/35) blend are
divided into polyester 65 tons and cotion 35 tons).

Result of data compilation

The process of sorting, adjusting and summing the above data from diverse
sources took considerable time and effort.  The result of the second round of
summation is summarized in ANNEX-3 (The preliminary calculation results
arc not presented as they are too detaited to provide relevant data). It is
assumed that imports from countrics other than those included in the
estimation process are insignificant.

The database produced from the above process is believed to be a fairly
accurate estimation of textile and clothing imports to the country, according to
fiber and product type. It is summarized as follows:

a) Imporis amount (o around 80,000 tons, as shown in Table 6.2-7, mosily
synthetic fiber materiats.

b) Imporis of synthetic filament yarns and spun yarns account for major
portions, around 80%.

¢) Fabric imports amount to around 10,000 tons, of which 90% are synthetic
woven fabric and the remaining 10% synthetic knits,

d) Clothing imports are relatively small, around 100 tons, plus stightly more
than 1,000 tons being imported in the form of tire cord and other
products.

¢) Breakdown by exporting country (Table 6.2-8) indicates that Turkey,
Taiwan, and the 23 industrialized countries account for around 20,000
tons cach, followed by Korea less than 10,000 tons, and Hong Kong and
Singapore 1,000-2,000 tons (combincd total).

6- 44



6.2.5 Summary

Based on camparison of vacious statistical sources and data, textile and clothing

consumption was cslimated as follows (as of 1996):

1)

(2)

(3)

(4)

6.2.6

Input of domestic materials to the textile {spinning) industry (Syrian
statistics)

Judging from latest information obtaincd in the first {icld survey, including
the start of a new spinning mill in Lattakia, total input including wool is
eslimated at 64,000 tons.

Imports {28 countries export statistics)

Based on import volumes from the couantries in 1992-94, with adjustments to
the yearly variations, preliminary {igures were calculated for major fibers and
product types.  Total imporis are cstimated to be 86,500 tons.

Exports (Syrian statistics)

As pointed out earlier, collon scwing thread exporls scemed 10 be
unexpecledly high. The figures were excluded for estimation purpose, and
the total export volume is estimated at 33,000 tons.

Textile and clothing consumption in Syria

By applying the above estimated input, import and cxport figures to the
cquation (“input”+“imports”-“exports”), total textile and clothing consumption
in the country is estimated at approximately 112,500 tons, i.e., 64,000486,500
-38,000.

Assuming that the population is 15 million, per capita consumption is 7.6kg.

Breakdown of Textile and Clothing Consumption in Syria by
Material and Product Type

Breakdown of the above data was obtained according to material and product
type, as shown in Table 6.2-9. Synthetic filament yarns (FY) account for
nearly one half of demand, and combined with synthetic staple fibers (SF), the
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share of synthetic fibers in textile and clothing consumption stands at a 54.1%
(Synthetics 52.1 and others 2.0). Further breakdown by material, as shown in
Table 6.2-10, is polyesters 22%, nylon 13%, acrylics 11%.



Table 6.2-1 PRODUCTION OF FIBERS AND TEXTILES IN SYRIA

{v)
1989 1950 | 1991 1992 | 1993 1994 1995

Cotton 10% 4307|4121 5551 6886 639 -

Ginned Cotton w0 | n9l 132 120 62| 2000 236|200
Couon Yam 10°t 39 7 37 39 38 33 37

Silk and Collon

3
3 .
Textiles 107 0 27 28 26 29 21

WoolWaslcd t 14,936 15,698 16,586] 17,571| 11,116] 12,291 13,321

Hair T 700[ 03| 595 575|857 es3| 68s
Wool Yarn 10% 1 1 1 1 2 -
Woolen (,loth o | ass] 5wl er| 408 cen| 424

Wool Carpets wom2 | s10l 403l 4ol am| a0 L -
Silk Cocoon £ 99 93 118 79 65 89 08

Silk Yam n w 6 s) ul s s

Nylon Industrial
Thread

i) Underwear | 10z | 2454 1,552| 1652 1,300 2045' 2018 e

Stockings 10 | 4426 2,509 260| 3248] 339 3709 B

Cotton & Silk 3
Blankets and Sheets

Woolen Blankets pc | arioo] 3a200{ aa000] | sseo| | -
Towels& Kafls | 10°pc | 5934 3839] 477| 7803 8248 83809 i

Silk Carpets 10°m’ 180 227 126 337 253 - -

Source : Syrian Arab Rep. Statistical Abstract
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Table 6.2-3 IMPORTS OF FIBERS, FAB.FIICS AND GARMENTS INTO SYRIA

()

SITC. Rev.3 1990

1991

1992

1993

1994

1995

651.21{Cotton Sewing Thread 554

50|Synthetic FY 18,355

 S9{Other Synthetic FY | 1083
 71|Yamof Antificial FY | 684]

 72|Textured Yarn, not for Retail | 402

81|Yamn Con!amlng 851’/:'-)_(;}-m0r; 7 71 784

 653.10{Fabrics, Woven of Synthetic 781
© 40!Fabrics, Woven of Synthetic | 2,856

50 Fabrics, Woven of Atificial | 455

654.211Fabrics, Woven of Carded - og7sl

 657.32(Textile Fabrics Impregnated | 602| 8

~ 71|Wadding of Textile materials | 45
© 93|Tyre Cord Fabrics | 256

215

35,382

14,160

461

e

698

R
873 1,

964

483
130,353
22,351
1,141
e

e

s

315
54,308
25,038
1,803
750
1,313
2,352

4,154

1,035
12,853

849

2,120

B

o
51,782
25,853

1467

863

s
sl s

3,1678

486

RERC EY
e

581

s

203
42,141
29955

Tolal 36,138

107,786

104,659

Source: Syrian Arab Republic, Statistical Abstract



Table 6.2-4 EXPORYS OF FIBERS, FABRICS AND GARMENTS FROM SYRIA

SITC. Rev.3 1950 1991 1992 | 1993 1994 | 1995
26310 Raw Couon ) | 66193 _ 81,2(}2 134, 9_24 7 158 923 150 §95 779}7@60*
L3 Y?ﬂ\",’f‘,’%‘??ﬁ““‘“" | 18856) 17.384)  18,582)  21,916]  8178) 8,660
_._39|Other Cotton Waste 3691 apmnp uese| 2808 6543 3123
26810 Wool Grcasy (Washcd) - L0 | '7_,§26 - 7”72‘537 3,854 _2,626
o Sub -Total (263 268) ) 93 591 102,833 _ 162 ,788 186184 69 1?0 ]39 069
651.21 |Cotton Scwing Thread 5.008) 2l uses|  as9| isee2| 577
\Vov;nfhbncsofCouon
6?27'217 Unbleached . _1_’18? ) :?Ol N ?06 7 7“77 - 77 83
3 Olhcr Wovcn I‘abncs of Cotton, 108 a6 7 23 i 6
__{Bleached - ) o D T
Othcr Wovcn Fabncs of Co!ton
P |Bleached Dyed__ B I I N O I
Oiher Wm e Fabncs of Col!on
_ |Beached Printed Biae I o ol IO ! I ol I
60 0“_?5[_“[_925" Colton Fa_bncs 52 116 - 26 - 4
653.10|F2brics, Wovea of Synthetic as98) 3358 1,144 952 893) 1,389
o ____FllamcntYam L N T D I
Fabrics, Woven of Symheuc cont.
_ Zlssmfibers e I G! ] I e
Fabrics, Woun of SF Mixed
o ?wuh Other Malcna!s L __1_7 ,,,,_,__? o lfj - 7?42 205 159
655.23 O_l_i{cifaljrlc, l"'f?,li'l '}, - 2 570 3234 3,979 7,293 7 781 5,589
656.11 Waoaven Pile Fabrics and Chenille 1310 170 166 179 1,108 222
.. Fabriecs S DS N - . -
130ther Woven Fabries | 78 ) 71 71 56 67 73
Fabrics Consisting of Wa:p
o Pwioutwen T L 1.1 - o
B 65630 Gimped yarn Lp_(_Jp_Warp Yarg__ - 377 o282 7301 4 642 552
Table Linen not Knitted nor
OB crochetedofCoon | ) 0 e ved sty S
) 48'TbﬂctamJKnchcnlAnen }2? 84 271 449 327 627
659,41 CArpets asd Floor Covering of - 776 49 234 407 758 1,087
P .. wool . —— e ——— . S - - - - _ - - — — ———— . . PR
7 43 Catpcls ofOiher _Aflﬂli‘cu_al_f[‘t_:xllle . 143 342 144 341 448
60, Carpet of Other Textile Material 542 216 323 847 225 89
g41.0p Men's or Boy's Underwear, 15200 2,520 1,844 2834 4523 3842
_ }{nlhhear ) o L T - o T o
842.00] VY Omen's Of £ Girls Underear, 1030 1,74 1,514 2848 6128|3360
o Km!wear ) _ T A o
8437.24 Trouscrs, 0\6!8“5 _999 850 682 1,081 1,464 1,354
o 771,Sh1rts ofCUtlon i 9157 1,427 1,757 2 514 2,360 3,588
84?50 Girdlces, Corscls Galters N 253 43 35 37 55 44
7846.20 ‘Qhawls Scan.n..s, Kmued 2_3_9 306 268 343 14 4
7 92 Olhcr GIm cs, Knmed 194 _____355 170 389 648 686
93 Sha\»ls Scam:s (‘rocheted 10,393 _2_,§l4 2,527 5 031 6,690 7442
i Sub F olal (651-846) 33,232 26,530 19,351 29,096 51,975 38 859
Total 126,623 129363F 182,639| 235,280 221,145] 177,958

Source: Syrian Arab Republic, Statistical Abstract
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Table 6.2-5

APPAREL FIBER CONSUMPTION OF SYRIA (FAO)

{1,000 ton)
Ttems 1990 1991 1992 lcms 1990 1991 1992
Cotton Cellulosic Fibres
Mill Consumtion 550 550 3550 Mill Consumption Estimate:
Foreign Trade Fllament: Production - . -
Imports Yarn 06 02 85 Impaorts Ly 12 12
Fabrics 04 02 05 Exports - - -
Clothing - - - Discontinuous:
Other Manufactlures 06 08 0.7 Production - - -
Total {(Actval Weight) 1.6 12 1.7 Inports 00 1.2 87
Total (Fibre Equivalent) 19 15 21 Exports - - .
Exports Yarn 76 62 55 Mill Consumption LT 24 19
Fabrics 24 55 1.8 Foreign Trade
Clothing 20 1.6 20 Irports Spun Yam 62 0l 01
Other Manufactures 07 035 1.0 Fabrics 01 01 0.1
Total {Actual Weight) 127 132 103 Clothing - - -
Total (Fibre Equivalent) 146 154 123 Other Manufactuses 062 02 02
Balance (Fibre Equivalent) -128 -139 -10.2 Total (Actual Weight) 05 04 04
Available for Home Use 422 4111 4438 Total (Fibre Equivatent) 05 04 04
Wool Exports Spun Yarn - - -
Mill Consumtion 160 150 138 Fabrics o¢c 00 00
Foicign Trade Clothing 00 00 00
Imports Tops 1 00 00 Other Manufactures 00 00 0O
Noils - - - Total (Actual Weight) 00 00 00
Yarn 0.1 0.1 04 Tolal {Fibre Egquivalent) 00 00 00
Fabrics 09 02 0.6 Balance (Fibre Equivalent) 05 04 04
Clothing o 00 00 Available for Home Use 1.7 238 23
Other Manufactures 00 00 00 Synthetic (Non Cellulosic) Fibres
Total (Actual Weight) 1.} 03 07 Mill Consumption Estimate:
Total (Fibre Equipvalent;, 12 03 08 Fliament: Production - - -
Exports Tops - - - Imports 280 300 290
Noils - - - Exporis - - -
Yam - - - Discontinuous:
Fabrics - - - Production - - -
Clothing - - - Imports 04 04 03
Other Manufaclures - - - Exponts - - -
Total (Actual Weight) - - - Mitl Consumpticn 284 304 293
Total {Fibre Equipvalent] - - - Foreign Trade
Balance (Fibre Equivalent) 12 0.3 0.8 Imports Spun Yara 35 1.2 23
Available for Home Use 122 153 14.6 Fabrics 3s 40 35
Flax Clothing (1 XL I 1 X)) 0.0
Mill Consumtion - - - Cther Manufacturcs 20 22 23
Foreign Trade Total (Actual Weight) 90 74 83
imports Yam - - - Total (Fibre Equivalent) 98 82 9.1
Fabrics - - - Exports Spuna Yarn - - -
Clothing - - - Fabrics 50 45 4.0
Other Manufactures - - - Clothing 25 20 20
Total (Actual Weight) - - - Other Manufaclures 04 04 04
Total (Fibre Equivalent) - - - Total (Actuzl Weight) 79 69 64
Lxporis Yarn - - - Total (Fibre Equivalent) 88 77 71
Fabrics - - - Balance {Fibre Equivalent) 10 065 20
Clothing - - - Available for Home Use 294 309 313
Other Manufaztures - - - Fibres Available for Home Use 90.5 %02 930
Tolat (Actual Weight) - - - Population (millions) 123 128 13.2
Total (Fibre Equivalent) - - - Availability Per Caput (kgs)
Balance (Fibre Equivalent) - - . Colton 34 32 34
Avaitable for Jome Use - - - Waool 1.4 12 11
Flax - . .
' ‘Fotal Natusal Fibres 48 44 45
Cellulosic Fibres o1 062 02
Synthetic (Non Celulosic) Fibre 24 24 24
Total Maa-Made Fibres 25 26 25
Source : FAQ Tolal Fibres 73 71 70




Table 6.2-6 APPAREL FIBER CONSUMPTION OF SYRIA (FAQ)

(1990-92 Average)
(1,000 ton)
Cotion Wool Celiulosic] Synlhelic Total
Bomestic 55.0 14.8 © 0.0 £9.8
fmport  [Staple Fiber .. . , 06 | 04 Ao
Spun Yarn 04 UL SLUNN DU 3 SN ST IO 2.0
Filament Yarn o sh 2] 290 3 302
Fabric 04 | o | e f 77 ) as
Clothing ... i AL 00 9.0 8.0
Other Manvfactures 07 |00 _..5z 22 L
Total (aclual) i s |0 22 | ars 42,0
Total {(Fiber Equivalent) 1.8 0.8 2.2 8.6 13.4
Export  (Yarm . 64 |00 1 00 -] 64
Fabric . 32300 00 L4s 1T
Clothing LT T _ 60 22 39
Other Manufactures | 07 oo 60 _|__.04 | __L1
Total (actoal) | __tz:1 | 00 0.0 7 sz
Total (Fiber Equivalent) 14.1 0.0 0.0 7.9 22.0
Available for Home Use 42.8 15.7 2.2 30.5 9%1.2
Source : FAQ
Table 6.2-7 IMPORT OF TEXTILES TO SYRIA BASED ON !
EXPORTING COUNTRIES STATISTICS
(
192 | 193 ‘94
Collon, Wool, Silk, Man-Made 2,509.8 3,284.2 4,075.3
FY, Textured-FY, Spun-Yarn 45,647.9 71,5736 65,5074
Woven Fabric 4,679.1 8,348.2 9.626.6
Kanitted Fabrie 803.5 1,086.1 1,086.1
‘Woven 25.6 1.1 11.2
Knitied 15.2 5.6 15.7
Clothing  : - -~ - - o T B
‘;Unknown 12.6 14.3 127.8
" Sub-Total {(53.4) (30.9) (154.7)
Oihers 1,431.8 1,867.5 1,301.1
Total 55,125.5 86,190.5 81,751.2
Source : UN Trade of the Industrialized Nations with Eastern Burope, the former USSR and

the Developing Nations, Supplement to the World Trade Annual Exporis from
Australia, Ausiria, Belgium-Luxembourg, Canada, Deamark, Finland, France,
Germaany, Greece, Iceland, Ieeland, Israel, Haly, Japan, Netherlands, New Zealand,

Norway, Pertugal, Spain, Sweden, Switzerland, the United Kingdom and the United

States of Ametica.

Trade Statistics of Taiwan, Korea, Hong Kong, Singapore and Turkey.
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Table 6.2-9 DOMESTIC CONSUMPTION OF TEXTILES BY FIBER

(1,000 ton/y)

Cellon Waool Synthetic FY | Synthetic SF Total
Domestic Production 63.0 1.0 - £4.0
tmport 2.0 2.0 55.4 27.1 86.5
Expon 15.0 1.0 4.0 4.0 38.0
Domestic Consumplion 40.0 2.0 41.4 23.1 112.5

Source : UN Trade of the lndustiialized Nations with Eastern Europe, lhe former USSR and
the Developing Nations, Supplement to the World Trade Anqual Exports from
Australia, Austria, Belgium-Luxembourg, Canada, Deamark, Fialand, France,
Germany, Greece, lceland, Ireland, Isvacl, Inaly, Japan, Netheqlands, New Zealand,
Nowway, Portugal, Spain, Sweden, Switzerland, the United Kingdom and the United

States of America.

Trade Statistics of Taiwan, Korea, Hong Kong, Singapore and Tu rkey,

Note :  Synthetic includes man-made fibers

As spun yarn

Table 6.2-10 DOMESTIC CONSUMPTION OF TEXTILES
BY FIBER MATERIAL

(1,000 tonsfy)
Domeslic Import Export Domestic Consumption

Cotton 63.0 1.7 19.0 45.7 40.6%
Wool 1.0 2.2 1.0 2.2 2.0
Polyester - 321 0.9 31.2 217
Nylan - 18.4 7.0 11.4 10.1
Acrylic - 15.1 4.0 1.1 9.9
Synthetic - 9.3 1.3 6.0 5.3
(Synthetic) - (74.9) (15.2) 59.7) (53.0)
Kayon - 4.2 2.0 2.2 2.0
Man-Made - 0.5 G.1 6.4 0.4
{Synihetic, Rayon and Man-Made) . {79.6) (17.3) (62.3) (55.4)
Oither, Unknown - 3.0 8.7 2.3 2.0
(Synthetic, Rayon, Man-Made and Othes - (82.6) (18.0) | (64.6) (57.4)
Total 64.0 36.5 38.0 112.5 100.0

Source :

UN Trade of the Industriatized Nations with Eastern Euvrope, the former USSR and the

Developing Nations, Supplement to the World Trade Aanual Exports from Australia, Austria,
Belgivm-Luxembourg, Canada, Denmark, Finland, France, Germany, Greece, iceland,
Irelznd, Israel, Naly, Japan, Nethertands, New Zealand, Norway, Poriugal, Spain, Sweden,

Switzeriand, the United Kingdom and the United States of America.

Trade Statistics of Taiwan, Kerea, Hong Kong, Singapore and Turkey.

Noie -

Figures with * are estimated figures proportional 1o impon
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6.3 Textlle and Clothing Demand Forecast

6.3.1

(1)

)

(3)

6.3.2

(1

Common Factors Related to Domestic and Export Demand
{Assumptions)

Syria is not suitable for production of long staple fiber cotton.{confirmed
in PROGRESS REPORT 1)

Climatic conditions in Syria are unsuitable for production of tong stapte fiber
cotton, called ELS, which is grown in Egypt and other countries.

Syria will not produce synthetic fibers for the foreseeable future.

Syria is now importing approximatety 80,000 tons of synthetic fiber, which is
divided into various types (FY, SF, polyesters, nylon, and acrylics) each of
which involves relatively small quantitics, making local production to serve
domestic demand unfeasible. On the other hand, production of synthetic
fiber for export will entail competition with Asian countries which have
already built massive industrics including materials and processing. Again,
it is not likely to be a viable option. For these reasons, domestic forecasts
conducted here assumes that synthetic fiber prodﬁclion will not be initiated
over the planning horizon.(confirmed in PROGRESS REYORT 1)

Quality improvement will become visible

In particular, quality improvement of spun yarns is critical for the state-owned
companics which perform all the spinning work. Better qualily of spun

yarns is the prerequisite to production of fabrics and clothing having good
competitive qualitics for export markets.

Factors Affecting Domestic Demand

Projected population growth

Syria's population is 14.6 million as of 1996, with an annual growth rate of

3.1-3.2%. The growth rate is expected to slow down to around 2.5% in or by,
20190.
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(2)

(3)

Population projections for the highest case (growing at 3.2% up to 2010) and
the lowest case (declining from 3.2% 1o 2.5% steadily through 2010) ranges
between 22.7 million and 21.2 million by 2010,

For textile and clothing demand forccast, the population is assumed to be 22
million in 2010 (thc average of the highest and lowest cases) with 16.3
million in 2000 and 19 miltion in 2005. The figures are bascd on an average
growth rate of 3.0% thraugh to 2010.

Growth forecast for GDP per capita

At present, GDP grows at an annual rate of 7%. However, some point out

that the inevitable decline in oil production will make growth above 5%
difficult.

Assuming that future GDP growth will be 5%, the midpoint belween the
current 7% and the moderate 3%, with the average population growth rate of
3.0%, future GDP per capita (1996 being a baseline year indexed to 1.0) is
estimated as shown in Table 6.3-1.

import substitution

Syria imports large amounts of synthetic fiber products, which may be
replaced with domestic cotton.

While synthetic filament yarns (FY) cannot be substituted for by cotton on
account of functional requirements, synthetic staple fibers (SF) are a primary
candidate. Imports of synthetic SF products (including blended textiles)
total slightly less than 30,000 tons annually, mostly spun yarns. These spun
yarns are mainly acrylics for which cotton does not serve as a substilute
because they have different applications. By substituting alf of the synthetic

SF products other than acrylics by cotton, the annual volume would be only
around 10,000 tons,

Actual import substitution can be accomplished by importing synthetic SF in
place of spun yarns and fabrics and producing spun yarns locally.



(4} Production of combed yarns

It is believed that insufficient supply of combed yarns causes imported
synthetic fibers to be used to meet local demand, particularly of high grade
products using higher count yarns.  Sufficieat availability of combed yarns is
considered to help spur impaort substilution by local colton.

6.3.3 Factors Atfecting Exports

6.3.3.1 Comparative advantages for Syrian exports
a) Syriais a cotton producing country

Syria produces around 250,000 tons of cotton annually, and most of the
surplus after tocal consumplion, estimated at 62,000 tons, is considered as
export potential.  This is exported mainly in the form of raw cotton, except
for small quantity exports of spun yarns and knitted clothing. On the other
hand, most of major cotlion producing countries in the world export and
import cotlon and cotton products concurrenily. They can be classified into

three groups according 1o produclion, export and labor cost, and their relations,
which are shown in 'Fable 6.3-2 and Figure 6.3-1:

A. Countries with high labor cost and high ratio of exports in the form of raw

cotton (focally processed cotton products cannot compete in exporl
markets)

- The U.S., Australia, and the former USSR.

B. Countries with low labor cost and high ratio of exports in the form of
cotton products (spun yarns, fabrics, and clothing) (adding value to raw
cotton)

- China, Pakistan, India, Egypt, Brazil, and Turkey

C. Countries classificd in-belween

- Greece

Syria and Argentina are two exceplions to the above classification. They
exporl raw cotton without local processing despite of their low labor cost,

This is one strong indicator that the country can expand ¢xpotts of cotton
products significantly if it successfully building the infrasiructure for the



textile industry 10 focus on product exports and cstablishes a well-coordinated
development plan is executed to solve the issues impeding local production, ie.
compelitive advantage.

b} Geographical advantages

Syria is in a strategic location in proximity 1o a large market. Proximily to
the EU is a key success factor in clothing exports as it meets guick response
requirements, the most important clement of the trade. Furthcrmore, dircet
linkage with Europe through land (truck) transport constitutes another
important locational advantage. They work as competilive edges against
Asian countries who ar¢ strong competitors for Syria in textile and clothing
eXports.

c) Absence of import quotas for exports to the EU and the U.S.

In world textile and clothing trade, export controls will continue to exist until
2005 under the remaining MFA regulations, so that exporting counlries are
restricted by quotas set by importing countries. Note that countries not
participating in WTO, such as China, will face similar restrictions after 2005
under bilateral agreements with importing countrics.

On the other hand, Syria can freely export to the U.S. and Europe without
import quotas. In fact, the EU has granted to Syria the license called
“Europe 1” which allows exports without tariff and without quota restrictions.
The U.S. does not set forth any restriction on textile and clothing products
imported from Syria.

These privileges can be enjoyed as Syria’s current exposts arc small in volume
terms. In any case, the absence of quola restrictions works as another
compelitive advantage against Asian countries.

d) Labor cost {Figures 6.1-17, 18)

Compared to major competitors in the Middle East and Asia, labor cosls in
the Syrian textile industry are lower than those in Turkey and Tunisia, similar
to Malaysia and Thailand, and highcr than Egypt, India, Pakistan, Indoncsia,
Vietnam, China, and Bangladesh. As a potential clothing export country,



therefore, Syria’s labor costs are at a relatively high level. However, Syria
has sufficient patential to join the clothing export countries, judging from the
fact that labor costs in Marocco and Tunisia are higher than in Syria, and are
increasing their textile exports to the EU,  Syria can compete eftectively with

others as long as sufficient efforts are made in productivity improvement and
other arcas.

The labor costs of this document are based on SP21.49/US$ of June, 14, 1993.

Based on the present exchange rate of SP45/USS$, labor costs in Syria are
more competitive.

e} Large private companies are already exporting products
successfully

Some of the privale companies have expanded their businesses by exporting
knitted products using Syrian cotton to large sales organizations in Europe.
Also some of the large companies import fabrics and sew them to clothing
which are re-exported to “adidas” and other major apparel companies in
Europe. Thus, there are already some successful cases in the private sector.

These cases provide more evidence that the time has come to develop the
textile industry and clevate it to one of Syria’s major export sectors.

f}  Prospect for the EU membership

Syria intends to join the EU by 2010. The EU is a huge market for textiles
and clothing, and its membership will augment export opportunities
significantly.

g) Syrian textile industry has long tradition

6.3.3.2 Unfavorable factors for promotion of Syria’s exports
a) Lack of export infrastructure

The textile industry as a whole, with the exception of some private companies,
is not ready for product exports in terms of quality control and quality
assurance, delivery and distribution systems, packaging, and cxport



procedures, which are cither inadequate or totally lacking.  On the other hand,

private companies which have made some success in export business have
cleared these hurdtes.

b) Shortage of textile production facilities and technology for
exportable products

Exports of textiles and clothing, especially the latter, require diverse facilitics
and technology o operate a whole range of produclion processes which are
capable of producing high quatity products from spinning to weaving, knitting,
dyeing and finishing, and sewing. Most of these are not available in Syria
and nced to be obtained in a planned manner.

6.3.4 Export Markets

This section analyzcs exporl markets for Syrian products, which arc evaluated
in terms of export potential,

(1) The EU (See 6.1.3.6 (2))

The EU is the world’s largest clothing market in terms of imporis. As
mentioned earlier, the EU bas granted the “Europe 1” license to Syria which

can freely export clothing without tariff and quotas, with the intention of
encouraging Syria’s exports.

Another encouraging factor is steady growth of cxports by private conpanies.
During the first field survey, a member of the study team encountered buyers
of socks and sporfswear from Turkey. Reportedly they visit private
companies with a good export record and procure products for large relailers
in Western Europe. This information reflects good prospects for Syrian
products in the region.

While the EU does not have a cotton producing counlry as its member,
Turkey has joined the EU Customs Union. Although it is potentially a
strong competitor to Syria, Turkey is losing compelitiveness in some areas
due to the increase in labor cost. In addilion to Turkey, potential competitors

include Asian countries such as China, Tunisia, Morocco, and the former
Eastern Europe.



(2}

(3)

The top ten clothing cxporting countries to the EU are shown in Table 6.3-3.
As to clothing, China, India, Turkey, Morocco, Tunisia etc, arc Syria's
competitors.

Former USSR and Eastern Europe (See 6.1.3.6 (10)}

As pointed out earlicr, textile and clothing production in these regions has
dropped sharply since 1990. Now they are struggling to restructurc their
cconomies and operate textile production facilities on 2 commercial basis, and

the garment industry is rapidly cmerging to serve as an OPT basc for textile
industries of the EU.

Only aftcr economies in the former USSR and Eastern Europe make a solid
recovery, accompanied by increased production of textiles and clothing, will
they emerge as exporl markets for Syrian cotton products. At present, therc
is not much prospect for exports lo these regions.

Middle East (See 6.1.3.6 (12)

Major potential markets are the GCC (Guif Cooperalion Council) countrics
{Bahrain, Kuwail, Oman, Qatar, Saudi Arabia, and the UAE), Iran, and Iraq.

In the GCC countries, little textile production is carried out (although Saudi
Arabia has synthelic fiber production facilitics, no production figurcs are
reported).  The region has 16.9 million population in total and its textile and
clothing market is cstimated at around $6 billion {(1991-92, Textile Gutlook
Inteinational, March 1994). Notably, textile and clothing consumption in
these countries is bloated by a large resident population of foreigners who buy
large amounts for their own consumption and/for take them back to their own
countrics. Within the region, Dubai in the UAE has developed as a major
import base for texlites and clothing as well as an OPT base for clothing.
'thus Dubai has extensive infrastructure for textite and clothing trade.

The region mainty imports fabrics for garment production, totaling $2 billion
annually. Most of imporis are syathetic fibers (according to UN Trade
Statistics). Major exporting countrics are Korea, China, and Thailand, which



(4)

have replaced Japan which had previously dominated the market.  Relatively
small imports from Pakistan, the region’s close neighbor and cotton cxporter,
indicates small cotton imports.

In fact, regional demand for cotton products is low. In Saudi Arabia, the
major market in the tegion, consumes less than 20,000 tons annually of cotton
for garment.

Thus, there is not much prospect for Syria’s exports of cotton products to the
GCC counlries.

Iran has a large population (63 million as of 1992) and its texiile and clothing
consumption amounts to around 200,000 tons annually. It produces cotton
which is consumed locally. At present, the country bans cotlon imgorls,
therefore, Iran is not a promising market for Syria. As a the shortage of
cotton is expected in Iran, Syria may have an opportunity for raw colton
exports, but exports of cotton products will continue to be a difficult
challenge.

Finally, Iraq has a 19 million population (as of 1992) and textilc and clothing
demand is small, 60,000 tons annually.

The above analysis indicates that there is small hope for the Middle East to
became a major market for Syria’s cotton products, regardless of the progress
of the peace process.  If the real peace is realized in the region, its effect will
trickle down to Syria’s textile indusiry only after the region atiracts foreign
investment.

The U.S. (See 6.1.3.6 (1))

The U.S. is the world's largest cotton producer. However, high labor costs
impedes pricc competitiveness of its textiles and clothing.  As a result, the
country exporis approximately 40% of cotton produced and at the same time
imports cotlon products in large quanlities cquiﬁalenl to its colton exports.
Garments account for 60% of imported colton products by weight, while the
remaining portion is mostly fabrics. Major exporting countrics have
previousty been China, Hong Kong, Korea, and Taiwan, although their
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exports ar¢ now flattcning oul, while imporls from countries in NAFTA

(North Atlantic Free Trade Arca) and CBI (Caribbean Basin Initiative) grow
rapidly.

To curlait further import growth, the U.S. textile industry focuses on regular
products and makes efforts for cost reduction and rationalization in non-
manufacturing costs by building powerful QR system networks to ensure
timely product delivery, reduction of distribution ¢osts, and minimization of

inventory risks. On the other hand, high grade products are mainly procured
{rom foreign sources.

The situation indicates that Syria must select products for U.S.-bound exports
which are not QR-oriented.

The volume of Syrian exports to the U.S, is smaller than to the EU, some
private companies ar¢ exporting texliles exclusively to the U.S. As the
structure of the U.S. markel is clearly different from the EU market (the lot
size is bigger and the quality requirements are generally lower for the EU),

there should be good opportunities to expand Syrian exports by finding
suilable market arcas.

The top ten textiles and clothing exporting countries to the U.S. are shown in
Table 6.3-4. The changes in export value in 1995 against 1994 show the
decreases for China, Korea and Taiwan, and rapid increases for Mexico and
Canada; the NAFTA members.

6.3.5 Local Production Forecast for Staple Fibers and Filament Yarns

6.3.5.1 Cotton production trend and forecast

(1) Cotton production trend

As shown in Table 4.2-2 of Chapter 4, cotton production in Syria was 223,000
tons in 1993/94, 230,000 tons in 199495, and 210,000 tons in 1995/96, with
an average of 221,000 tons for 1993/94 - 1995/96. A similar production
trend is expecled in the fulure.

p



2)

3)

Cotton production forecast

Assuming that current production is 250,000 tons (forecast for 1996/97), a
Syrian cotton expert predicts that production in 2010 will be 275,000 tons, a
10% increase at maximum. Notc that 250,000 tons is 11% larger than the
average for 1993/94-1995/96 (221,000 tons) and represents the highest
production level. 275,000 tons is about 25% larger than the average.

Cotton production in the country has been exceeding the 200,000 ton level
since 1991/92 mainly due to the increased cropping area and higher yicld as a
result of the extension of irrigation systems. In fact, the yietd of Syrian
cotton is at the world’s highest level and is not expected to increase
significantly in future. Any further increase in production will incvitably
rely very much on the increase in cropping area. According to the cxpert,
however, there are many hurdles to be cleared to achieve the target of 275,000

tons, such as an extension of the immigation and water supply systems, and the
construction of dams,

The maximum achievable production level in 2010 is set at 275,000 tons,
more precisely 221,000 tons in 1994/95, 239,000 tons in 2000, 257,000 tons
in 2005, and 275,000 tons in 2010. The minimum production level is
forecast to be 250,000 tons by assuming that government policy for cotton
production will remain unchanged during the period.  Note that any increase
or decrease due to natural conditions (e.g., weather, outbreak of discase and
insect damage) is not the scope of this forecast.

Wool! production trend and forecast

The production of greasy wool is approximately 5,000 tons/year {2,750 tons
in terms of washed wool). Approximately less than 1,000 tons/year of
washed wool is assumed to be supplied to the textile industry. Domestic
wool is blended with imported wool to produce yarn for carpets and other
products.  Since production is fairly small and has minimal impact on overall
demand, the current production level is assumed to continue for the forecast
period.



4

)

(6)

Silk production trend and forecast

In Syria, appioximately 3 tons of silk fibers are produced annually.  Asin the
case of wool, production is fairly small and has minimal impact on overall
demand, so that the current production level is assumed to continue for the
forecast period.

Domestic production of synthetic fibers

Synthetic fibers are not manufactured in the country, and it is assumed that
production will not start until 2010,

Summary of production forecasts for staple fibers and filament yarns

Production of staple fibers and filament yarns in Syria, by fiber, is forecast as
follows:

(thousand tons)

Year Cotton Wool Silk Total
1995 221 3 0.003 224
2000 239 3 0.003 242
2005 257 3 0.003 260
2010 275 3 0.003 278

6.3.6 Domestic Textile and Ciothing Demand Forecasts

{1} Pasttrend

According to statistics of the FAO (Food and Agriculture Grganization of the
United Nations), textile and clothing consumption per capita in Syria has been
in the range of 7kg to 8kg during the past decade (Table 6.3-5). Per-capita
consumption has been relatively stable as GDP per capita (1990 price) showed
not much variation during the same period.

Note that GDP per capita in the country varies greatly among different

institutions.  For the purpose of this forecast, the UN figure ($2,000) was
adopted to allow comparison with other countries.
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(2)

(3)

Comparison of textile and clothing consumption with neighbering
countries

GDP per capita and textile and clothing consumption per capita in
neighboring countries, and textile and clothing consumption in countries
which GDP per capita is similar to that in Syria are shown in Figure 6.3-2 and
Table 6.3-6. All of these indices show that the current levet of textile and
clothing consumplion is fairly accurately estimated.

Thus, demand forecast was made on the basis of the relationship between
GDP per capita and textile and clothing consumption per capita.

Forecast for textile and clothing consumption per capita and in the
whole country

Using, data of 65 L.DCs, GDP per capita and textile and clothing consumption
per capita show a close association as shown in Figure 6.3-3. By applying
the equation oblained from regression analysis, textilc and clothing
consumption per capita and in the whole country were estimated, as shown in
Table 6.3-5. Note that data in the table were calculated for three cases of
population growth, highest, lowest and intermediate, as shown in Table 6.3-1.
The higher the population growth rate, growth of GDP per capita slows down,
resulting in slower consumption per capila.  As a result, national
consumption remains mostly unchanged with population growth but changes
only by the growth of GDP.

If GDP grows at 3% annually, per capita consumption of textiles and clothing
will remain at 7.6kg up to 2010, Meanwhile, national consumption will
grow with population increase and reach 167,000 tons in 2010. With GDP
growth rate of 5%, per capita consumption will increase from the present
7.6kg to 9.0kg, while national consumption will surge from 113,000 tons to
198,000 tons during the period. Finally, if GDP grows at 7%, per capita
national consumption will reach 10.7kg and 235,000 tons in 2010,
respectively. (Table 6.3-7)



(4) Breakdown of domestic demand by fiber and product type

In any country, there is an appropriate balance in domestic consumption of
textiles between “natural fiber (cotton/wool) and synthetic fiber,” between
“FY and SF’, and between “woven fabrics and knitted fabrics.” In other
words, instcad of extreme consumption patterns such as “cotton (SF)fknitted
fabrics 100%,” and “synthetic fiber/FY/woven fabrics 100%,” the appropriale
balance develops and continues on the basis of different functions of fibers
(natural and synthetic), the difference between FY and SF, suitability for
function and end use according to woven and knitted fabrics, appcarance, and
other factors.  ‘This assumption forms the basis of the demand forecast.

1} Synthetic fiber ratio

The share of synthetic fibers in textile and clothing consumption has been

increasing worldwide, approximately 40% at present, and a further increase is
cxpected,

The synthetic fiber ratio in Syria, according 1o FAQ’s data, was 34% in 1992
(Table 6.3-5). On the other hand, the ratio estimated by the study team on
the basis of statistical data of exporting countrics is $52-54%, as shown in
Table 6.2-10. The large difference comes from the following discrepancies:

a) FAO's synthetic fiber import data is smaller (FAO 30,000 tons vs.
summation of statistics of exporting countries 70,000 tons)

b) FAO's cotton product export data is smaller (FAO 12,000-15,000 tons vs.
Syrian statistics 19,000 tons)

The synthetic fiber ratio of neighboring countries ranges between 30% and
40%, as shown in Table 6.3-8. High figures of Saudi Arabia, Oman, and
Kuwait reflect consumption by foreign residents who bri'ng back clothing to
their own counlries, in addition 10 pure domestic demand,

Judging from the statistics of exporfing countries, the synthetic fiber ralio of

52-54% is high, while import volumes of synthetic fibers appear to be fair
estimales.
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2) Classification by fiber and product type

Assuming the synthetic fiber ratio of 40-60%, cotton consumption can be
projected as shown in Table 6.3-9. Yurthermore assuming that GDP will
grow at an annual rate of 5%, domestic consumption of cotton will be 65,000
tons in 2000, 81,000 tons in 2003, and 99,000 tons in 2010. These amounts
of spun yarns can only be supplied after new mills {e.g., sccond phasc of
Lattakia and Idleb) come on stream.

Demand for wool and silk is assumed to remain unchanged at 3,000 tons and
3 tons respectively.

Synthetic fiber consumption varies with the synthetic fiber ratio, and the
estimation of consumption of synthetic fiber is in the same range as cotlon as
shown in Table 6.3-9. (Note: Colton consumption under the synthetic fiber
ratio of 40% is equivalent to synthetic fiber consumption under the 60% ratio}

Consumption by product type is eslimated as follows.
As for the share of woven and knitted fabrics, cotton consumption is currently
dominated by the latter and will continue 1o be so in future.

Finally, FYs account for two-thitds of imports, and SFs one-third. It is
expected that the percentage distribution will prevail in future.

6.3.7 Textile and Clothing Export Demand Forecast

(1) Export trend

Textile and clothing exports from Syiia are mainly divided into coiton, cotton
products, and synthetic woven fabrics (Tables 6.2-4, 6.2-9, 6.2-106}.
According Syrian statistics, annual cxport volumes arc cotton 150,000-
160,000 tons, cotton producis 38,000 tons (mainly clothing, with fabrics
representing 20%), and synthetic woven fabrics 3,000 tons.



(2) Export opportunities

As domestic demand wilt grow steadily while cotton production in the
country is not likely to increase rapidly, increased cotton production will be
consumed locally, thus export capability will not increase considerably. As
discusscd in the section on analysis of world textile and clothing supply and
demand situation, there is ample demand for cotton worldwide, and it is
feasible for Syria to export cotton at a rate of 150,000-160,000 tons annually.

In evaluating export opportunities for Syrian cotton products, the county has

comparative advantages which are summarized below. If the country can

leverage these advantages and meet various challenges to develop the textile

indusiry inlo a major export sector, export opportunilies will be realized.

a) Syria is a net exporter of cotton.

b) Worldwide textile and clothing trade is expanding, particularly clothing
SXports,

¢) Syria's labor costs are low and offer a basic advantage for the clothing
industry.

d) The country has an outstanding geographical advantage, ie, its proximity
to a large market in the EU.

¢) Proximily to Europe is highly advantagecus in meeting quick response
requirements which is increasingly critical for the clothing industry.

f) Syria is not subject to import quotas restrictions imposed by the EU and
the U.S.

Notably, these advantages are contrasted with the surprising fact that Syria, a
coiton producing country with low labor costs, exports most of its cotlon
without local processing (Figure 6.3-1). Even if the cotton cost in the
country is high compared to international standards, it is obvious that exports
of clothing which can be made by taking advantage of low labor costs provide
cconomic advantages over exports of raw cotlon.  Assuming that the country
will conlinue with cotton exports in the future, exports in the form of final
products (e.g. clothing) will offer higher competitiveness for the country.
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Table 6.3-1 FORECAST OF GDP PER CAPITA IN

SYRIA
{(~2010)
. a) GDP per capita index
GDP Giowth | Population
(%) Increase {%/y) (1996 = 1.0)
000 | 2005 2010
32 0.99 098 0.97
3 30 1.00 1.6G 1.00
| 3ew2s | e | 1o | 10
312 | Lo 1.17 1.27
5 30 1.08 1.19 1.31
o |saees | o | |17
3.2 1.16 1.38 1.66
7 3.0 1.17 1.41 1.71
321025 1.20 1.45 1.78

Note : a) Population increase
Maximum : 3.2%/y constant
Minimum : 3.2%/y to 2.5%/y in 2010
Middie ; 3.2%/y constant
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Table 6.3-3 EU'S TOP TEN CLOTHING SUPPLIERS (1994)
Yarn and Fabrics

Cotton Yarn Synthetic SF|Synthetic FY|
Woven Waven

1 |Egypt Fakistan Pakistan
2 Hndia India Indoncsia
3 |Turkey Indonesia  |[Japan
4 |Switzerland |Thailand Taiwan
5 lIndonesia  {Malaysia Korca
6 |Pakistan China UsA
7 |Thaitand  |Turkey Thaitand
8 [Zambia LIAY: | Malaysia
9 iMorccco |Czech Turkey
10 |Peru Switzerland |Switzerland
Clothing

Pullover T-shints Blouses Dresses Skirts Trousers | Overcoats W(S’z;::'s
1 {Turkey Bangladesh {India India India Tunisia China China
2 |Hong Kong |Turkey Hong Kong [Turkey China Morocco  |Poland India
3 |lodonesia  |China Tutkey Hong Kong |Turkey Hong Kong {Turkey Turkey
4 |China India Poland Morocce  |[Morocco |Turkey Aomania |Poland
5 jBangladesh [Mauritivs |Malaysia Tunisia Tunisia China Morocco  {Moroceo
6 |Morecce iHong Kong |Morocco  |China Poland Pakistan Tunisia Tunisia
7?7 |Mawritius  |Tunlsia Sri Lanka |Poland Hong Kong |Potand Hong Kong |Romanla
8 [Korea Morocco  |Tunisla SriLanka |Romania |Romanla |Hungary |Hungary
9 [Macao Indonesia  |China Romanla [Hungary |US4 Croalia Slovenia
16 |Taiwan U84 Romania |Hungary |Croatla Hungary |[Slovenia |[Creoatia

Source : Textile Qutlook International, March 1996
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Table 6.3-4 USA : TOP TEN SUPPLIERS OF

MFA TEXTILES AND CLOTHING, 1995

Rank Country \falz.:e. Share 1995 | Change 1995/94
1995 (US$ million) (%) - (%)
1 {China 4,803 10.9 ~-2.6
2 |Hong Kong 4,391 100 ~3.3
3 |Mexico 3,037 6.9 60.1
4 |Taiwan 2,757 0.3 -2.6
S5 |South Korea 227 5.2 -1.3
6 |Dominican Republic 1,787 41 104
7 [Philippines 1,704 39 17.0
8 [1Canada 1,652 38 254
9 |India 1,615 3.7 6.3
10 [lialy 1,464 33 15.1
Total 43,974 100.0 10.0

Source : Textile Outlook International, Janvary 1997
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Table 6.3-6 PER CAPITA FIBER CONSUMPleN OF THE COUNTRIES,
GDP PER CAPITA IS THE SAME LEVEL AS SYRIA (1992)

Population GDP percapita | Fiber Consumption
(miilion) (US$) (kg)
Malaysia 18.76 2,674 6.10
Chile 13.54 2,606 9.40
Panama 2.49 2,393 6.80
Syria 12.96 2,257 7.00
Algeria 26.27 2,137 3.30
Costarica 2.94 2,094 6.30

Source 1 FAO, UN

Table 6.3-7 FORECAST OF FIBER CONSUMPTION IN SYRIA

(~2010)
(k)
GD&S;‘;W‘I‘ 2000 2005 2010
3 7.6 7.6 1.6
(7677 t (2527 | (7.578)
Per Capila Fiber ' “86 P Sgw Ny 'kﬁ;aﬁ o
Consumption 5 ) ) )
(ke/y) T g9sy | 8486 | 993
7 8.4 9.5 10.7
®385) | ©496) | 08110
3 124 144 167
(123-126) | (143-145) | (165-170)
Total Fiber o 130 | 161 I 198 o
Consumplion 5
{1,000 ton/y) | (130131) | (159-163 (197-202)
2 137 180 235
(136-137) | (178-182) | (233-238)

Note : Figures in parenthesis show population increase minimum to maxinum.
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Table 6.3-8 SHARE OF SYNTHETIC FIBER CONSUMPTION iN

NEIGHBORING COUNTRIES
(1988-92 Average)

‘ %
Jordan 42.7
Tran 337
Syria 3.1
Turkey 328
Iraq 318
Libya 309
Egypt 29.1
Afghanistan 20.0
Sudan 13
{Oman 59.9)
(Saudi Arabia 58.8)
(Kuwait 51.3)

Soutce : FAO

Table 6.3-9 FORECAST OF DOMESTIC CONSUMPTION OF COTTON
(SHARE OF SYNTHETIC FIBER CONSUMPTION : 50%)

(1,000 ton)
GDP '
Growtn ()] (999 2000 2005 2010
3 (57 62 72 84
| wse8) | (507 | (58-86) | _(67-100)
. (57 65 81 99
@s-68) | (5278) ) (6497) | {79-119)
, 57 69 99 118
(45-68) (55-82) (72-108) (94-141)

Note : Figures in parenthesis are for shares of synthetic fiber
consumption of 60% to 40%
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7. Development Strategies and Goals






7. Development Strategies and Goals

7.1 Development Strategies
7.1.1 Basic Premises for Formutation of Development Strategies

Comparative advantages and major constraints on the textile and clothing
industry in Syria, which are basic premises for formulation of development
strategics of the textile industry in Syria are summarized in Table 7.1-1. The
details are as follows:

{1) Comparative advantages for Syria

1) Textile raw matcrials
The country is a cotton producer as well as exporier.
2) Labor cost
Low labor cost (the lowest tevel among countries close to the EU).  This
r is a big advantages in clothing export. {See 6.3 for detail).
3) Market

(a) Itis close to a huge textile and clothing market in Burope, accessible by
fand transportation. This is the most important factor for clothing
production to meel quick response (QR) requitements.

(b) Syria is not subject to import quota restriction on textile product
imposed by the EU and the U.S.  Particularly, the EU grants to Syria a
special license “Europe-1” to export to the EU without Quota and
without import dulics.

4) Activated private companies

(a) The existing textile industry is clearly divided up into state-owned
companies which are mainly responsible for upstceam operalions to
produce cotton spun yarns, and privatc companies which handle
midstream and downstream operations. These private businesses are
oriented to processing imported synthetic fibers as well as locally
produced cotton products, and arc much larger in terms of employment
and sales (sce 4.5 for detail) than their public owned counterparts.

! (b) Some privale companics have profitably cxported clothing (using
Syrian cotton andfor sewing imported materials) to the EU and the U.S.



6)

7)

Technology

The textile industry in Syria is a traditional industry with a long history.
It has a wealth of technical know-how and occupics a very important
position in the country’s manufacturing sector.

Infrastructure

The Country’s infrastructure, including roads, ports and harbors, and
clectricity is well developed.

Political stability, ctc.

There is political and macrocconomic stability, with many Syrian
merchants living overseas.

{2} Major constraints on the textile and clothing industry in Syria

1)

2)

Textile raw materials

(2) Pricing and supply of raw cotton and cotton products arc decided by the
government.

{(b) International compeltition does not exist in the price and quality of raw
cotton and colton products.

(¢) These are the scrious obstacles for the development of private
companics, and to atlract foreign invesiment.

(d) Synthetic fibers are all imporicd.

Textile industry

(a) Mosl textile exports arc made in raw cotton, and much less in the forin
of value added products.  Thus, the situation discourages the growth of
the textile industry which is capable of supplying exportable products
(sce Chapter 6.3 for detail).

(b} Statc-owned companies and private companies act separatcly without
coordination, and neither of them seem to have any intention of
promoting the textile industry out of national intercst.

(c) In patticular, state-owned companics, which virtually monopolize the
cotton spinning business, scem to be preoccupied with their own
interest by exporting high grade yarns produced at their new facilities,
instead of supplying them to private companies. They simply fail to
give consideration to the development of the entire textile industry,
despite the fact that the stable supply of high grade yarns is an essentiat
condition for private companies to produce cxpoftable producis.



3)

4)

(d)

(c)

Most exisling textile machinery has deteriorated due 10 aging.  In
particular, old spinning machincs mean the lack of ability to supply
high quality yarns by the upsircam scctor which is  virtually
monopolized by state-owned companics, imposing a scrious implication
on the cntite industry.

‘There are a number of regulations having economic impact, covering a
wide range of areas including cxports and imports, price, foreign
exchange, and the management of statc-owned companics.  Also, the
effective tax rate is very high, and the financial system is undeveloped
and has still to adopt business practices as in the West.  There is also a
lack of resources to support R& 1 and human resource development.

State-owned textile companies

(a)

(b)

{©
(d)

(c)

As imports of cotton and cotton products arc banned to protect local
cotton farms and the textile industries, there is no competition based on
product quality.

As the textile industry in the country has long supplied products to the
former USSR and Eastern Euvropean markets, the mindset of the
industry is still set on production volume, Except for a handful of
large private and state-owned companies, there is the apparent lack of
thinking to give importance to quality, price, delivery schedule, as well
as the customer, the market, and marketing.

Employment is onc of the objectives of state-owned companics.

Al present the state-owned companics have plans for a significant
increase in spinning capacity. If spun yarns from these new mills are
supplied lo private companies in large quantities, the problem of
unstable supply of high quality spun yarn will be solved. Al the same
time, however, they have to find the market for spun yarns with lower
quality, which are produced at older spinning mills.

Many statc-owned companics are not capable of manufaciuting
exportable products (duc both to equipment and techaology), and thus
do not have marketing ability to sell their products to the interpational
markel.

Private textile companies

@

Privale companies arc moslly famnily owned, including large
corporations, and managed with own capital.



5)

(b) This imposes limits on growth of the private sector in terms of the
number of companics as well as to corporate size.

(c) The country fails to altract forcign investment, and there scem 0 be
numerous obstacles to it, including high taxcs, foreign exchange, the
undeveloped financial system, sudden changes in the law and legal
systems, and the lack of incentives,

Political stability

With the persisting Arab-Issael conflict, Syria is still viewed as a risky
country in the international community.

(3) General

)

2)

The volume of synthetic fiber imports is larger than the input of local
cotton to the textile industey.

Private textile companies carry out most of the processing of imported
synthetic fibers.

7.1.2 Development Strategy

The basis of the stralegy must be ample utilization of low cost_labor and

produce labor content clothing and textile products, and export them.

7.1.2.1 Export of cotton products, particularly clothing (using locally

(1)

{2)

produced cotton)
Cotton should be exported after being processed to clothing

Cotton should be processed locally into cotton textile products, especially
clothing, for cxport o the EU and the U.S,, instead of exporting raw cotton,
As discussed in Chapter 6, clothing trade is expanding as a proportion of
world textile trade is continuing to increase.  Syria should capitalize on the
trend and expand clothing cxports by teveraging its low labor costs,

Supply of high quality cotton yarns to private companies

To achieve this, the new spinning mills which are beiné constructed and
planncd for the export of spun yarns should instead supply high quality yams
to private companics in midstrecam and downstream processes, enabling them
to process and expori as value added products, particularly clothing. Then,



fead

3

(4)

(1}

industry-wide efforts should be made to promote exports, from downstrcam to
upstream. It is imporlant to realize that exports of spun yaro do not include
tabor content and require higher packaging and transportation cosis/unit value
than higher value added products while exportable textile products cannot be
produced without high quality yarns. By taking advantage of the fact that
state-owned companics play a major role in spinning, high quality yarns
(inctuding combed yarns) can be made available to private companics which
in turn can increase exports of final products.

Private companies should be encouraged to enter the cotton spinning
business

Furthermore, the private sector should be encouraged to enter the spinning
business to spur competition with state-owncd companies, which will help
strengthen international competitiveness in terms of quality, price, and
delivery. At present, private companies allowed to enter into spinning
operations are limited to those having integrated processcs from spinning,
knilting, weaving, and dycing and finishing, in addition lo the spinning of
blended yarns with synthetic fibers.

Export to the EU and the U.S.

The primary expori target is the EU.  Some private companics are already
successfully exporting knitted products to the region. The EU docs not
impose import quotas on Syrian products. ‘The second target market is the
U.S. to which some privale companics already have a track record.  The U.S.
does not set import quotas against Syrian textile products.

7.1.2.2 Exports of clothing (using imported fabrics and sub-materials})

Export of clothing using imported fabrics(OPT)

it is recommended to seck OPT export opportunities by fully utilizing the
country’s major advantage in labor cost to sew imported fabrics and sub-
materials into clothing for export.

OPT (outward processing trade): “One form of production and trade under
which raw materials are exported from a country to another counfry where
they are processed or assembled (value added) into a product by using ils



proprictary tcchnology or low labor cost, which is finally re-imported to the
original country.” {definition of Japan Cherical Fibers Association)

(2) Syria should utilize its advantages of low labor costs and the existence
of a major market nearby, i.e. the EU

The current statc and outlook for exporling and importing countrics in world
clothing trade are discussed in detail in Chapter 6. The general trend s,
importing countrics (the EU, the U.S., and Japan) increase their imports, while
exporting countrics (China and other Asian countrics) boost exports.  This
clearly reflects the fact that labor costs account for major portions of clothing
production. Eabor costs account for 35-50% for clothing and 15-20% for
fabrics. As Syria offers relatively low labor costs, it is in a favorable
clothing cxport position, together with the presence of a major market nearby,

the EU. Syria should realize clearly that Syria satisfics these favorable
conditions.

(3) Export to the EU, the U.S., and Syria’s neighboring countries

The target export market is the EU, the U.S. and the neighboring countrics.
Some of privale companies are successlully cxporting products which are
sewed by using imported fabrics and accessories to the EU, the U.S. and the
ncighboring countries, together with domestic sales. Some of the private
companics are almost totally exporling their products and not selling to the
domestic markel. Expansion of these activitics of private companies are
very important.  The EU, and the U.S. do not set import quolas on Syrian
products and do not restrict imports of textile products from the country.

7.1.2.3 Efficient use of existing textile processing facilities
(1) Efficient use of existing state-owned spinning facilities

Syria has texiile processing equipment with capacily equivalent to 100,000
tonsfycar. ‘

Although many of these have deteriorated, they can be ulilized more
efficicntly for higher productivity and quality.

The public sector is undergoing a large scale cxpansion of cotlon spinning,
after completion, goed quality yarn will be amply available to the market; bul



(2)

3)

how utilization of the old exisling spinning faclorics will take place thereafter
will become an important issue.

Reallocation of existing production facilities of state-owned companies

Existing textilc machincry of statc-owned companies (sce ANNEX-9) poscs
various problems.

Suppose a company uses new weaving machines side by side with old
spinning and dycing machines, and another company uses new spinning and
dycing machines while their weaving machines are old.  In both cases, the
new machines cannot maximize their performance as they are operated with
the older machines, which are unable to manufacture products of higher
quality. Moreover, the sitvation adversely affccts the morale of the workers.

In this case, the best solution is to develop a reallocation plan and an
integrated facility upgrading plan for the two companies to ensure productive
investment, rather than allowing them to act separately. Similarly, two
companics which have both spinning and weaving lines may be encouraged
specialized in either process.

Another example is a company which has spinning, weaving, and dyeing
machines, where the spinning machines arc old. In this case, the company
may wish to purchase spun yaras from outside and focus on weaving and
dycing, which may prove to be more cconomical than investing in new
spinning machincs.

Export of textile preducts produced in the existing production facilities
of state-owned companies

Production of textile products which can be exported by using low quality
yatns from existing textile companies must be investigated.

Actual examples arc to produce coarse yarns and then produce thick fabrics;
the required quality level of these products is comparatively low compared to
thin fabrics.



7.1.2.4 Import substitution

(1)

2)

To shift imports from spun yarns blended with synthelic fibers to
synthetic SFs

Syria's textile imports are dominated by synthetic fibers. It is not feasible to
replace imported synthetic fibers with locally produced cotton because of the
difference in functional requirements between them.  Instead, the basic
strategy should focus on cfforts to shift imports from spun yarns blended with
synthetic fibers to synthctic SFs for spinning in the country. This serves as

import substitution in the form of expanding operations to the upstream
scelor.

Supply of fine count cotton spun yarns (combed yarns) to private
companies

Synthetic fibers account for around 54% of textile and clothing consumption
in Syria, considerably higher than the world average of 40%. Although the
specific reason for this is unknown, consumers may prefer imported synthetic
fiber products to domestic cotton products on account of better quality.
Further, as the production volume of Syrian cotton, which is suilable for
producing fine count yarns is limited, impoits of textile products made of fine
count yarns wilt occur,  If this is the casc, local production of cotton products
of goad quality and at low cost could lead to import substitution.

7.1.2.5 Utilization of domestic wool and silk

(1) Improvement in the domestic wool quality by the improvement in the breed

@

of sheep and an increase in the biending ratio of Syrian wool with imported
wool for carpet manufacture should be investigated.

Export of silk must be investigated by the introduction of a colleclive
production system of the cocoons, which cnéblcs the reduction of production
costs and improvement in quality of the cocoons and silk yarns.
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7.2 Development Goals

7.2.4

M

@)

Export of Knitted Products Using Syrian Cotton

Major competitors include China, Turkey, Bangladesh,  While it is desirable
for Syria to sct its development goal at the highest practicable level, the goal
should preferably be sct at several stages, in consideration to a number of
constraints facing the industry, such as the timing of stable supply of good
qualily cotton spun yarn, the period necessary for the expansion of midstream
and downstrcam processes in the private textile companies, the apparent lack of
quality concern in the indusiry, and the deteriorating (extile processing

cquipment. The development goals will be sct in lerms of guality, price, and
delivery (timing).

Quality level

Aleppo 33/1, the highest grade varicty of Syrian cotton, shoutd be used as a
raw material, and the cotton spun yarns produced by the new spinning mills
should be used for producing the knitted products to be exported.

The target quality level of clothing is that offered by products made in China
and Bangladesh.

Price level

it is very difficult, if not impossible, to foster export-oriented manufacturers
or expand production of existing manufacturers over a short period of time, as
it involves long-term cfforts to improve workers’ skills.  Instead of setting a
high goal from the beginning, the initial goal should aim at low-priced
products which can compete with those from China and Pakistan in the EU
market.

On the other hand, companies which have already made a success of
exporting to the EU and the U.S. should work at technical upgrading and

strengthening of their competitiveness to provide products at higher price
levels.



(3) Steps toward expansion

Major constrains on cxpansion are the availability of spun yarns in the
upstream scclor and capabilitics of processing the yamns in midstream and
downstrcam sectors, namely knitting, dyeing and finishing, and sewing.
First of all, the new spinning mill in Lattakia has already come on stream and
is now producing spun yarns of good quality. The new mill in Idleb is
scheduled to start operation soon.  So long as these new mills arc operated
smoothly, the supply of spun yarns of cxport quality should easily be assured.

On the other hand, it is estimated that there will be some available export
capacity of knitting, dycing/finishing, and scwing processes, because at
present these capacitics arc not fully utilized.

7.2.2 Export of Clothing (Using Imported Fabrics and Accessories)

Major competitors include Turkey, the former Eastern Europe, Tunisia,
Morocco, and India,

All of the countries which have rapidly expanded exports of clothing, including
Bangladesh, Vietnam, and Turkey, have accomplished their resulls by enticing
foreign capital. The sewing business docs not use local materials and requires
only manpower and sewing equipment.  As a result, investment is smaller than
for textite production such as spinning and weaving, and production can starl
within a very short period of time. The ability to turn a large number of
people into a highly productivity work force within a short period of time and
as small investment cost is the major reason why the above countrics have
rapidly boosted exports of clothing.

Thus, once the government provides a good invesiment climate for foreign
capital, the industry has potential to achicve rapid growth.  In fact, exports of
clothing can be catried out much more casily than that of clothing which uses
Syrian colton,

Finally, exports of clothing can serve as a success model for the export of
knitted products using local cotton, thus allowing smooth entry.



(1) Quality level

Since raw malcrials and accessories will all be imported, quality is solcly
governed by sewing techniques.  While there are many competitors, the
Syrian industry will be able to achieve a high quality level as evidenced from
the success of various private companics which alrecady export to the EU and
the U.S. The major challenge is how quickly a large number of companies
will be able to take advantage of wealth 0Lf know-how built by the pioncering
companics over a decade or two, including quality awareness, quality control
techniques, quick response praclice, cmployee training to improve sewing
techniques, and good labor relations.  In this conncction, the introduction of
forcign capital and technology in the form of licensing or alliances holds the

key, as secn in many other countrics which have made successes in clothing
CXports.

(2) Price level

The cost of clothing is determined by unit tabor cost and work efficiency.
While the former is not a problem, the improvement of work cefficiency
requites education and training. Naturally, this is done by many countrics
and can casily be accomplished in Syria if suitable forcign partners arc found.

The fact that somc privatc companics have cstablished thecmselves in the
exporl of clothing proves the potential competitiveness of the Syrian industry.
(3) Steps toward expansion

Factors limiting expansion of the industry are discussed in 4.4.3.

7.2.3 Efticient Use of Existing Processing Facilities

This is a project to produce textile products which can be exported by using low
quality yarns from existing textile companies.  Actual examples are to produce

thick fabrics such as jcans, working uniforms, and houschold textile products
such as sheets and curtains.



(1)

{2)

(3)

Quality level

All the products docs not require high quality level.  As the manufacturing of
working wears involve labor cost as added value, the exportable quality
should be the target in future.

Price level

The target price level should be low level.,

Steps towards expansion

At the first step of the development, the domestic market should be the targel.

Afier establishing and confirming the technology level, exports market should
be the target.

2.2.4 Production of Synthetic Fiber Blended Yarns (Import Substitution)

Currently imported yarns blended with synthetic fibers will be replaced with

(1)

(2)

3)

synthetic SFs to localize production of blended yarns. The products will be
used for lacal consumption, rather than cxport.

Quality level

The target quality level should be set at the level suitable for domestic
consumption, Export quality will not be considered for some lime as it is not
viable to compete with Asian products.

Price level

The target price level should be lower than that of imported blended yarns.

Steps towards expansion

The finest blended yarn which can be produced by utilizing existing [acilitics
will be Ne 40, due to the restrictive factoss of the existing facilitics. To
substitute imported products by domestic production, producing Ne 45
requires the conslructing of a new integrated plant consisting of spinning,
weaving and dycing and {inishing.
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8. Proposals for Textile industry Promotion

Direction of Syrian textile industrial development lies in export prontotion of clothing along the
international framework and trend of textiles and clothing trade. The private scclor is playing the
main role in this field. The details of the projects, which are considered appropriate (o be
implemented, are described in Chapter 9,10 and 11. The outline of the projects is summarized in
this chapter. Each of them has been discussed in the course of the 2nd field survey with the Syrian

counterpart team and have been selected from a long list of possible projects.

This chapter presents the proposal package for promotion of the textile industry, consisling
of the upgrading of promotion policies, projects at company level, and the improvement of
support functions. Figure 8-1 summarizes its general outline, where the projects at
company level are listed with accompanying promotion policies and support functions
which need to be strengthened to achieve the objective. The details of the projects at
company level, including export and import plans, the division of responsibility between
state and private companics, are summarized in Figure 8.3-1.

8.1 Improvement of Promotion Policies

The following proposals have the objective of contributing to further advancement of
the nation by achieving a more efficient market economy, flexible management of
public companies, and proper administration over private companies. Institutional
improvements recommended here also involve other sectors than the textile industry.
The following are described in detail in Chapter 9.

(1) Schedule for Liberalization of Foreign Trade and Investment
1) Import restriction

The Arab Countries Free Trade Arca (ACFTA) starts to function at the beginning
of 1998 and has the purpose of lifting all import controls and reducing customs
duties 1o zero by 2007, Syria should announce iis schedule of trade liberalization
in the near future, in coordination with ACFTA plans.

2} Management of foreign currencies and foreign exchange rates

Foreign currencies are held by governmental bodics, the Commercial Bank and
private exporters and are exchanged at rates that are determined according to the



status of the partics involved. Syria should intcgrate and transfer management of

the exchange process to the Central Bank so that all transactions can be done at a
single 1ate.

3) Market participation of private business in the public monopoly sector

Public monopolies still remain in some sectors, Syria should consider opening
these sectors to the private sector.

4} Promotion of foreign direct investment

Law No.10 {(1991) was enacted to promote foreign direct investment but has not
yiclded fruitful results. Syria should remove, step by step, the obstacles
preventing the taw from accomplishing its purpose.

(2) Relaxation of Price Controls

1) Price determination based on demand-supply relations rather than cost
plus profit

Syrian pricing system has been based on the cost-plus-marginal-profit principle,
but this is not realistic. Syria should change this practice for more realistic one.

2} Elimination of price reporting systém for less important items

A price reporting system is a meaningless burden for producers except in case of
monopoly or oligopoly. Syria should stop imposing reporting requirements for
less important goods.

3) Reduction of items for government decision

The government itself decides on many prices or prices changes. Syria should
consider ta reduce the number of these items.

{3) Modernization of the Banking System
1) Approvat of foreign bank branches

The Syrian banking system is underdevetoped, The EU has helped Syria to start
a modernization program but it will take many years to complete. Syria should
authorize foreign banks to set up branches.



2} Liberalization of interest rates

Interest rates have been fixed for many years by regulation.  Syria should
liberalize the interest rate scheme,

3) Two-step loan for investment finance

Private companics always have a moncy shorlage problem. I interest rates are
liberalized, it will become very difficult to finance investment. If budget
provisions for the funding of public companics are not sufficient, the latter has fo
seek other financial sources. Syria should consider usc of two - step loans.

(4) Flexibility of Employment System for Public Companies

1) Re-assignment, internat promotion and dismissal of employees by the
director-general

Public companies have to comply with Unified Labor Law (1985), which
requires them {0 use burcaucratic procedures for employment matters. Syria
should give autonomy in employment affairs to the director-general of each
company.

2) Simplified appointment procedure

Nomination of high ranked directors in public companies is regulated by
bureaucratic procedures. Syria should simplify these practices.

3} Frequent review of job descriptions

In public companics the directorate and its job descriptions have been fixed so
many years. Syria should change the regulations so that job descriplions can be
changed when needed.

4) New body to review wages in the public sector

The wages system of 'public companies does not conform to the realities of the
current labor market. Syria should sel up a new body to review the wage
differences for the similar jobs between private companies and public oncs, and
make recommendalions on necessary improvements,



5) Re-regutation for public companies to free them from restraints under
the current Unifled Labor Law

Public companies nced more flexibility in employment practices if they are to
survive. Syria should provide a new legal framework for them, frecing them
from the requirements of the current Unified Labor Law,

(5) Flexibility on Budget Ptan Implementation for Public Companies

1) Bidding, contracts, travel abroad

Procurement, contracts, travel abroad, ete. of a public company and its officials
are regulated by the slate budget rules. This is not realistic. Syria should relax
the rule for pubtic companies.

2) Division of the state budget into a general budget and a special budget
for public companies

The slate budget covers public companies. This is one of the most serious
conslraints they face. Syria should separate the state budget into two parts, that
is for administration and for public companies.

3) Correction of the imbalance in foreign exchange between state-owned
and private companies

The government stsictly regulates foreign currencies under Decree No. 24, The
privileged exchange rate which is applied to public sector companies for the
importation of machinery will expire in 1998, after which the advantage enjoyed
by the public sector over the privale sector will be reduced. Furthermore, the
disadvantage of public sector exporters who have to sell any surplus foreign
currency to the government at a lower exchange rate than private exporters, and
the disadvantage of non-exporting public sector companies in buying foreign
currency than non-exporting private sector companies, will remain.

Syria should improve the management of foreign currencies to create a beller
balance between public and private companies.



'i» {8) Orderly Activity of Private Businesses
) 1) Registration and periodical survey of business activities

There are many cases when private companies do not register. The government
therefore cannot monitor their activitics well. Syria should encourage private
businesses to register with the Ministry of Industry and conduct a periodic
sampte survey on their activities,

2) Authorized audit office for financial report

The accounting system is established, but in actuality the practices are very poor.

Syria should pass tegislation authorizing creation of audit offices that wili check
the financial reports for public purpose.

3) Reduction of the corporation tax rate

The corporation tax rate, by being very high for larger companies, has the
adverse effects of discouraging registration, honest reporting, or driving part of
the private sector into the underground cconomy. Syria should consider reducing
;3 the corporation tax rate.

4) Setting up of srivate asscciations by sector and by region

The governmenl has no administrative network for private companics.
Chambers of Commerce and Chambers of Industry are functioning, but are not
sufficient. Syria should encourage the private sector to set up voluntary business
associations by sector and by region,

(7) Administration
1) Integration of General Organizations into Ministries

The public companies will be more independent in the future. General
Organizations will losc their original roles. The government is urged to improve
scctoral policies including those related to the private sector. Syria should
integrate the current General Organizations with the rclated Minisirics.



2} Statistics and Laws

Stalistics are provided only on an annual basis, are poor in coverage of the
private scctor, and include many inconsistencies. It is difficult for businessmen

to get copies of Laws, Decrees, Resolutions.  Syria should improve statistics and
sel up a legal information center.

3) Release of more information to the people on economic policy issues

Syria provides much information to the people, but economic news is rarc. Syria
should provide more information on economic news and policy issues.






Figure 8-1 SUMMARY OF PROPOSED PROJECTS AND SUGGESTIONS

Exporr/)‘m port

Scate-Owned Textile Companies

6.1-{1} Schedule for Liberalization of Foreign Trade and
Investment
8.1-(1)-1) Liberalization of Foreign Trade
8.1-(1)-2) Management of foreign currencics and unification of
exchange rates
8.2 Export Promotion Measures
2.2-1) Tax exemption on export income
8.2-2) Export finance
8.2-3) Providing markel information

8.1-{4) Flexibility of Employment System for Public Companies
8.1-(4)-1) Re-assignment, internal promeation and dismissal of employees by the ditector-gencral
8.1-(4)-2) Simplificd appointment procedure
£.1-(4)-3) Frequent review of job descriptions
8.1-(4)-4) New body to review wages in the public sector

8.1-{4}-5) Re-regulation for public companies to free them from restrainis undes the current Unified Labor Law

8.1-(5) Flexibllity on Budget Plan Implementation for Public Companles
8.1-(5)-1) Bidding, contracts, travel abroad

8.1-(5)-2) Division of the state budget into a gencral budget and a special budget for public companics

8.1-(5)-3) Coreection of imbalance in foreign exchange between state-owned and private companics
8.4-(2)-5) GOTT Laboratory

\i.? Productivity improvement
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8.2-4) Export cooperative-Textile Bxporlers' Association

8.2-5) Export Processing Zone 7

Private Textile Co ompanies

8.1-(1) Schedule for Liberatization of Forelgn Trade and
tnvestment
8.1-(2)-3) Markat participation of private business in the pubtic

I monopoly se¢cior

“ State-Owned . .
. Private Textile
Exportilniport Textile .
, Companies
Companies
Cotton, .
Wool, Silk Projects
Staple 8.3.1 Export of Clothing made from Domestic
Fibers Cotton
8.3.2 Utilization of Low Quality Cotton Spun Yarn
Yarns (1) Workers Uniforms
(2) Jeans
. (3) Household Textile
Fabrics 8.3.3 Export of Clathing Using Imported Fabrics
Dyeing & 8.3.4 Polyester[Cotton Blended Fabrics
Finishing 8.3.5 Construction of HVI Laboratories
8.3.6 Maintaining Large-scale Spinning Factories
Clothing 8.3.7 Wool : Future Vision
8.3.8 Silk : Mini-Plan

§.1-(1)-4) Promotion of foreign direct invesiment
8.1-{6) Orderly Activity of Private Buslness
8.1-(6)-1) Registration and periodical survey of business aclivities
B.1{6)-2) Authorized audit office for financial report
8.1-(6)-3) Reduction of the corporation tax rate

by region

Supporting Services

———

Promotion Policies

8.4 Suggestion for Improving Supporting Services
8.4-(1) Human Resources Development
8.4-(1)-1) Instaltation of equipment in Damascus Intermediate Institute
8.4-(1)-2) Establishment of textile related faculty in Homs University
8.4-(2) Quality Control/Productivity improvement
8.4-(2)-1) Installation of Lesting equipment of textile products in
FICATRC
8.4-(2)-2) Centralized organization for publicity and guidance of quality
control practice
8.4-(2)-3) Packaging Development Center
8.4-(2)-4) Reinforcement of equipment and staff of SASMQ
8.4-(2)-6) Textile and Clothing Development Centers

8.1-(2) Relaxation of Prlce Controls
8.14¢2)-1) Price determination based on demand-supply relations rather than cost plus profit
$.1-(2)-2) Elimination of reporting system for less important items
8.1-(2)-3) Reduction of items for government decision
8.1-(3) Modernization of the Banking System
8.1-(3)-1) Approval of foreign bank branches
8.1-(3)-2) Liveralization of inferest rates
8.1-{3)-3) Two-step loan for investment firance
8.1-(7) Administration
8.1(7»1) lritegrau'on of General Organizations into Ministries
8.1-(7)-2) Statistics and Laws
8.1-(7)-3) Release of more information to the people on economic policy issues

8.1-(6)-4} Instution building of private associations by sector ay
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8.2 Export Promotion Measures

The Table 8.2-1 shows the present avaitability of supporting services provided by the
Syrian govemmcn!al and other organizations. In the table, basic export promotion
measures usually required are shown under the group titte “Export Promotion”. The
tablc shows that many measures are unsatisfactory or non-existent, and required in
Syria. The Team chose several projects and discussed with the Syrian authorities.
As a result, following suggestions and projects are sclected:

1)

2)

3)

4)

Tax exemption on export income

This would remove some of conlradicting nature the government policy in export
promotion, and show government intention to promote export clearly to all

Syrian enterprises, thus increasing the credibility of the cohesiveness of the
government policy.

Export finance

The Team suggests that export finance system be introduced. In the process of
export business, there are many occasions when exporters need financing;
preparation for production, purchase of raw materials, sight given to buyers, ctc.

Providing market information

The Chambers of Commerce and Industry arc to set up a department or
subsidiary organization to provide market information to Syrian textile
companies.

Export cooperative - Textile Exporters’ Association

The export cooperative involving public and private companics be set up under
the Chambers of Commerce and Industry. This organization could serve as
sirong and effective communication channel between the government and the
industry.



5y Export Processing Zone i

Lixport processing zones with competitive utililics and facilities with incentives
such as lower utility prices, better communication facilities, a singlc-Window
service elc. are to be established for promotion of export and inducement of
foreign capital investment,

i
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8.3 New Project at Company Level

Table 8.3-1 shows the relationship between the proposed projects and the
development strategics discussed in Chapter 7. The projects are summarized in
Figure 8.3-1 by identifying raw materials and processes to be used, and proposed
implementation bodies. Note that the figure was prepared on the basis of Figures
4.1-1 and 4.1-8, and also lists production capacities of the Syrian textile industry by
process and ownership (statefprivate company).

8.3.1

8.3.2

Export of Clothing Made from Domestic Cotton

As is described in more detail in Chapter 7.1.2, cotton should be processed locally
to cotton products, especially clothing, for export to industrialized countries,
instead of just exporting raw cotton.

To achicve this, the new spinning mills which have been constructed and those
planned for the export of spun yarns should also supply high quality yarns to local
private companies in midstream and downstream processes, enabling them to
process and export value added products, particularly clothing. Then, indﬁstry-
wide efforts should be made to prbmotc exports, from downstream 1o upstréam.
An ample supply of high quality colton spun yarn from the public sector to the
private sector is essential for the success of this Project.

Projects to Produce Coarse Count Yarns and Heavy/Thick Fabrics by
Utilizing Low Quality Syrian Cotton Spun Yarn.

The quality of spun yarns in the existing older state-owned spinning companies is
not so good except in a few cases and their spinning machinery is almost worn out,
From this viewpoint it would be more favorable to produce not fine count yarns
but yarns of coarse count, those which are less demanding in terms of quality and
production cfficiency.

Three Projects are proposed as follows:



(1) Workers uniforms for export based on low quality spun yarn produced in
existing textite companies

The percentage of the labor cost for sewing in the cost of production of workers
uniforms is high, particularly for uniforms with as multi-functional requiring
many scwing operations. From the viewpoint of Syrian competitivencss in labor
cost and the experience in producing army uniforms, the production of 100%
cotton workers uniforms for export is recommended.

1) Target market

At a first step, the market should be the domestic market, thereafter, the exports
to the EU and the U.S. should be the target.
To conduct a national campaign which promotes the use of workers uniforms in

the Syrian companies, particularly in the state-owned companies, is
rccommended,

2) Production facilities

The production facilities necessary for this project are already instalted in the
state-owned integrated spinning/weaving/dyeing and finishing companies and
ready-made garment companies. However, improvement in production facilities

and technologies wili be necessary to respond to export market requirement,

3) Sewing facilities required, production capacity and raw material
consumption{an example)

Products :a set of jacket and stacks
Raw materials :Cotton 100% woven fabrics (width 1.5 m, 153 g/m)
QOut put :2,000 picces/day, or 580,000 pieces/year

(4 pieces/day/machine)
Sewing machines  :500 machines, press iton. etc.
Workers 600
Fabric consumption :360 tons /year
(1.5 mfjacket, 1.2 mfslacks, 2.7 m/set, 620 g/set)
Investment :Machinery approx. 4 million US$



(2) Production of denim fabrics for jeans based on low quality spun yarn
produced in existing state-owned textile companies

Denim is a fabric made from coarse spun yarns and is a heavy construction fabric,
Privatc companics already in jeans fabric production: eg. “Sabbagh and
Sharabati” is producing high-grade fabrics in modern integrated plants on a large
scale for the high-priced market.

In Syria, jeans arc quite popular among the nationals. Therefore, in addilion to
the high-priced market, a low-grade and low-priced market does exists.

A project for the production of jeans fabrics of lower quatlity for the low-priced

market by ulilizing the facilities of exisling state-owned textile companies as
follows.

i) Raw malerial:

Cotton QES yamn Ne 6. Al Shahba Spinning and Weaving, and others are
assumed to be the suppliers of yam.
2) Required yarn quantity, and production:

Yarn: 9,800 tons/year, production: 12,000,000 m/year
3) Estimated investment cost:

9.2 million US. doltars (Main machinery, auxiliary machinery and spare parts)

(38) Production of household textiles based on low quality spun yamn
produced in existing state-owned textile companies

The project aims at the productlion of wide fabric for home use, such as bed
sheels, covers, curlains, etc, by using coarse count spun yarns.

However, as the percentage of the labor cost in the total production cost of
houschold textile products is relatively low, competitiveness in the international

market will be limited. The market will, therefore, be limited to the Syrian
domestic one.

i} Raw material;

Gray cloth woven from carded yarn of warp and weft count Ne 14 and with the
number of ends 56 x 55/inch. Woven width ; 105 inch (2,667 mm).
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2) Required yarn quantity:

4,600 tons/ycar
3) Product:

Cotton 100% fabric of home use products (bleached 50%, printed 50%), Finished
width : 2,530 mm, Weight 1,530 g/linear m (575 g/m®)
4) Production ptan and required equipment:

10,000 m/day, which can be produced by one shift operation running 4 jiggers.
5) Estimated investment cost .

About 8 million US$.

Export of Clothing Using imported Fabrics and Accessories

It is recommended to seck OPT (Outward Processing Trade, refer to 7.1.2.2)
export opportunities by fully utilizing the country’s major advantage in low labor
cost to sew imported fabrics and accessories into clothing for expori: this type of
export is thriving in Asian countries as the export of their labor.

The target export markets are the EU and the USA. The EU and the USA do not
set import quota on Syrian products and do not restrict imports of textile products
from the country.

Construction of an Integrated Factory of Polyester/Cotton Blended
Spinning, Weaving, and Dyelng and Finishing

The Team proposes to construct a new integrated plant, not utilizing existing plant,
for polyester/cotton blended: spinning, weaving and, dycing and finishing plant.

The new plant wilt produce fine count yarns of Ne 45; of olyester/cotton = 50/50%
existing spinning plant, which can produce Ne 32 100% cotlon yarn, may produce
polyester/cotton blended yarn of maximum N¢ 40 due to the timited functions of
the existing machinery. The dyeing of polyester fiber cannot be carricd out in the
same way as colton dyeing.



A detailed explanation of this project is as follows:

(1) Purposc: Import substitution of forcign cotton textile products by Syrian
colton, and the substilution of polyestet/cotton blended yarns and fabric
imports by polyester staple fiber imporis.

(2) The private scctor will not easily enter into this business, becausc high
investment is necessary for constructing intcgralcd plant.

(3) Products: Polyester/cotton = 50/50% yarns and fabrics for shitting.

(If polyester/cotton = 65/35% finer yarn can be produced.)
(4) Production machinery and production.
Spinning: 57,344 S/P, 4,600 t/y
Weaving: 235 looms, 5,000 t/y
(Blended fabric 3,000 t/y, Cotton fabric 2,000 t/y)
Dycing: ¥abric dyecing and yarn dyeing.
(5) Total investment will be roughly 100 million US$.

8.3.5 Construction of Cotton Inspection Laboratories-Introduction of HVI
(High Volume instrument)

8.3.5.1 Significance of Introduction of HVI

The introduciion of HVI has automated and unificd the conventional fiber bundle
testing, permilting a tremendous increasc in testing capacity and sample
throughput. lis data is objective and accurate, and independent of personncl
factors and is reliably used by cotton growcrs, ginning factories, exporlers,
classifying stations and spinning mills.

8.3.5.2 Suggested Projects

To construct thrce cotton laboratorics equipped with 2 HVI sets each in Aleppo,
Hama and Hassakeh respectively and provide a service for Cotton Burcaus,
ginning factorics, and cotlon growing farmers.



8.3.6 Maintaining Stable Operation of the Newly Constructed Large-Scale
Spinning Factorles

A large-scale spinning factory was recently constructed in Lattakia, and further
large-scale spinning factories are being planned in Syria. However, the production
of many types of producl, in small lots, by large-scale factories, which the market
now demands, can result in a deterioration of productivity and difficulty in
maintaining stable operations.

With reference to maintaining the stable operation of the large-scale spinning

factory in Lattakia, and to the planning of future large-scale spinning factories in
Syria, the cursent attitude regarding the construction of such large-scale factories
worldwide is summarized as follows:

(1) Example of spinning mill scale in the world

1

2)

3)

The Indonesian textile industry has about 8 million spindles. In Indonesia,
there are only 3 factories cquipped with more than 100,000 spindles as cited
above, even if you take into consideration the remaining two hundred or so.
Two of the three factories are examples of successful cases, in which
management is carried out thoroughly employing more than ten expalriate
engineers from Taiwan, Korea, Hong Kong, India and Japan. The rcmaining
factory is suffering from problems arising from its size, in terms of
management and cost, and has been unsuccessful. The two successful plants
were constructed more than ten ycars ago as complexes of many mills in the
same company on the same sile.

There are large-scale spinning factories of more than 100,000 spindles in
Egypt, but they werc divided into several mills/buildings and are run
individualty.

In India, there are enterprises possessing several spinning mills whose total
installed spindles surpass 100 thousand. However, no single factory exists of
this size.

(2) Conclusion

In conclusion, newly constructed factories with more than 100,000 spindles are
now very rare in the world. In Syria, however, there are recently constructed
new spinning factories with more than 100,000 spindles, and others are planned,
which is exceptional.



‘The reason why spinning mills with more than 100,000 spindles are nol now
generally constructed is the difficulty in responding to the market need for many
types of products in small production lots. In the era of fiber shortages in the
former Sovict Union, high production of a few types of products was required,
and for this large sized plants were constructed. Réccnlly, however, customers
needs have diversified and the economic production of many lypes of products is
required; therefore, a production system which can respond quickly to
customers’ needs is required {Quick Response).

Large-scale spinning factories are not now generally constructed as they arc not
effective in producing many types of product, in small lots, at required modern
productivily levels. The Team would, therefore, propose to divide the large-scale
plant in Lattakia into two mills; a combed yarn mill and a carded yarn mill, and
operate them independently, and for the mills to engage as many experts as

possible for a long period of time so that they can be operaled extremely
efficiently.

Further, the Team would propose that the future construction of large-scale

spinning factorics be planned to meet the market needs of producing many types
of product in small lots.

8.3.7 Wool “Future Vision”

A Fulure Vision for wool carpet production by a gradual increase in the blending
ratio of Syrian woo! is illustrated {Refer to Figure 10.7-1). This is based on the
successful improvement in Syrian sheep breeding, which is being carried out in the
research and development cenler of the public sector.

To achieve the goal of the Future Vision, improvement in sheep breeding is the
most important factor. The objectives of the research and development center are
improvements in meat and milk yields of the sheep along with the expected
enhancement in wool quality. The improvement in wool quality attained will not
be enough: in addition to this, a research and development for the improvement of

wool such as breeding of shcep suitable for carpet production and cross breeding
of sheep, musl be carried out.

it
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In addition to the above, improvements in the classification of raw wool and in
spinning process controls and machinery are required.  Also in modernizing the
carpet factory it is planned to introduce computerized Jacquard looms to incrcase
the number of new pattern designs. (as to the details of the modernization of
spinning and carpet manufacturing, refer o ANNEX-4).

Silk “Mini-Plan”

For details please refer to ANNEX-6 “Mini-Plan” for Silk Production.

In order 1o establish the basis of high quality exportable silk yarn production,
“mini-plan” for producing 13,500 kgs of silk yarn per year, which corresponds to
one set of automatic reeling machine is proposcd; cocoons arc produced by
cooperative unions of the farmers, not by individual farmer, to produce uniform
quality cocoons with increased production.

possibility of Polyester Fiber Production in Syria (Reference)

Syrian imports of synthetic fibers stand at approximatcly 80,000 tons/year. Of the
imports, polyester fiber dominates with more than 40,000 tons/ycar.

Polyester is the most popularly and widely used of all synthetic fibers in the world.
For reference, the present situation of polyester fiber production in the world is
summarized (For detail refer to 10.9).

Even if the demand for polyester fibers were to increase to 60,000 tons/year, the
scale of the demand is still very small compared with the demand in the polyester
producing countries in the world. It can easily be understood that the production
of polyester fiber will not and should not be carricd oul in countrics with such
small demand.



8.3.10 Priority Setting for the Proposed Projects

While ail of the proposed projects need to be implemented vigently, they can be
classificd into several categorics according to their characteristics and
requirements, as follows:

(1) Projects which are characlerized as expansion of existing projects

The following projects should be led by the private sector under the
government’s assistance.

1) Exports of clothing using Syrian cotton {8.3.1)

To further promote the project, the premier requirement is that statc companics
ensure abundant supply of high quality cotton yarns to private companies,
instcad of exports which arc currently given of priority.

2) Exports of clothing using imporied fabrics and accessories (8.3.3)

Forcign investment is the prerequisite to promotion of the project. Constraints

related to the inducement of forcign investment are summarized in Main Report
7.1.1 (2) 6) and 7).

(2) Projects currently implemented under leadership of state-owned
companies

- Projects producing large count, thick clothing fabrics by using locally available,
tow-qualily cotton yarns

The following three projects are proposed, of which projects (1) and (3) can be
implemented immediately as they do not require new investment when
production is retatively small:

1) Exports of workers uniforms by using low-quality spun yarns which arc
produced at state-owned companics

2) Production of denim fabrics for jeans by using low-quality spun yarns which
are produced al state-owned companies

3) Production of home textile products by using low-quality spun yarns which
are produced at state-owned companies
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(3)

(4)

(5)

Projects requiring new ftacilities and equipment

Two projects which require new facilities and equipment are proposed;
“construction of a cotton textile laboratory - introduction of HVI (high volume
instrument} (8.3.5)"; and “construction of an integrated manufacturing plant for
polyester/coiton blended products (spinning, weaving, dycing, and finishing)
(8.3.4). Construction of the HVI laboratory should be given of priority as il
requires a relatively small amount of investment and plays a crucial role in
examination of cotton quality.

Recommendation to be urgently addressed

“Maintaining stable production at new, large-scale spinning mills” (8.3.6)

Projects recommended for implementation, which have smaller impacts
on the textile industry

“Wool Future Vision” (8.3.7)
“Sitlk Mini-plan” {(8.3.8)
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Table 8.3-1 RELATION BETWEEN THE DEVELORMENT STRATEGY AND
NEW PROJECT AT COMPANY LEVEL

7.1.2  Development Strategy

8.3 New Project at Company Level

7.1.2.1
Export of cotion products, particularly

clothing {using focally produced cotton)

831
Export of Clo(hing Made from Domestic Cotton
835
Construction of Cotton Inspection Laboratories-

introduction of HVI {(High Volume Insttument)

7.1.2.2
Exports of clothing (using imporled fabrics

and sub-materials)

833
Export of Clothing Using Imported Fabrics and

Accessories

7.123

Efficient usc of existing textile processing

factlities

8.3.2

Projects to Produce Coarse Count Yarns and Heavy/

Thick fabrics by Ulilizing Low Quality Syrian

Cotton Spun Yarn.

(1) Workers vniforms for export based on low
quality spun yarn produced in existing textile
conpanies

(2) Production of denim fabrics for jeans based on
low quality spun yam produced in existing state-
owned texlile companies

{3} Production of houschold textiles based on low
quality spun yarn produced in existing slate-

owaned textile companies

7.1.24

Import substitution

834

Construction of an Intcgrated Factory of Polyester/
Cotton Blended Spinning, Weaving, and Dyeing
amd Finishing

7.1.2.5

Utilization of domestic wool and silk

8.3.7

Wool “Future Vision”
8.3.8

Silk “Mini-Plan”
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Figure 8.3-1 SUMMARY OF THE NEW PROJECTS AT COMPANY LEVEL
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8.4 Suggestions for Improving Supporting Services

Syrian institutes rendering supporting services to the textile industry, the services
available, and the scrvices tacking arc shown in the Table 8.2-1. The Team chose
scveral projects and discussed with the Syrian authoriiies. As a result, following
suggestions and projects, categorized in two; Human Resources Development, and
Quality Control/Productivity Improvement, are selected:

8.4.1 Human Resources Development

(1) [nstaltation of equipment in Damascus Intermediate Institute

The Intermediate Institute of Texlile Industry in Damascus is very well managed,
and any additional equipment could best be utilized.

(2) Establishment of textile related facuity in Homs University

As there is no textile engineering facully in Syrian universities, the plan to
establish a textile engineering department in Homs University is an urgent matter,

8.4.2 Quality Control/Productivity improvement

(1} Installation of testing equipment of textile producis in FTC/ITRC

Test equipment for export quality certification should be reinforced at FIC,
ITRC and/or GOTI laboratory.

() Centralized organization for publicity and guidance of quality control
praciice

The Team proposes that an organization be set up for centralized publicity of the

importance of quality control and guidance/training of quality control measures
and ISO%000 practice.

(3) Packaging Development Center

Packaging is the basic infrastructure of the industry and consumer welfare. A
center for the development of packaging technology and its insemination is
recommended.
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(4)

(5)

(6)

Reinforcement of equipment and staff of SASMO

For industrial development, standardization is one of the prerequisites, It is

recommended to improve and reinforce equipment and human resources at
SASMO.

GOTI Laboratory
Equipment to be renewed, and new functions, such as comparative qualily test of

products of GOTI companies, to be assigned.

Textile and Clothing Development Centers

The project is o be cncovraged and supported. The Centers are expected o
assist public and private textite companies mainly in technical and design {ields.

8.4.3 Urgency and Priority

The projects and actions listed above are all important, and all have to be
evenlually realized, however, the priority list in consideration of the status of the
Syrian textile induslcy was made as follows: A stands for the highest priority
projects and actions, B for the next priorily, C for thosc with less urgency and
priority within the scope of the present study.

8.4.3.1 Export promotion measures

(1) Tax cxemption for export income
(2) Export finance

(3) Provision of market data

{(4) Textile Exporters’ Associalion

W=

(5) Export Processing Zones

The Export markets are most important for the future development of the Syrian
textile industry,  As there are currently no effective measures or incentives to
encourage exporlers/exports, tax exemplions on export income and the
introduction of an export finance system are the most urgent and basic measures
now required in Sytia. The Textile Exporters” Assaciation could assist companics
to develop exports.



8.4.3.2 Human resources development

(1} Installation of cquipment in Damascus Intermediate Institute A
(2) Establishinent of textile related faculty in Homs University A

Human resource development naturally requires a long initial period including the
period for cducation. If the project starts immediately, at the earliest it could take
6 ycars (2003) before the first graduates arc available to industry, considering
construclion and cducation periods. The Damascus Intermediate Institute
urgently requires reinforcement of its equipment. In the long term and
considering the importance and needs for the university graduates, Homs
university’s project for the textile engineering faculty shoutd also be given top
priority.

8.4.3.3 Quality controt/productivity improvement

(1) Installation of testing equipment for textile products in FFCATRC A

(2) Centralized organization for publicity and guidance of quality control
practice

{3) Packaging Development Center

(4) Reinforcement of equipment and staff of SASMO

(5) GOTI Laboratory

(6) Textile and Clothing Development Center

2= B S B O I~

Following human resource development, qualily control and productivity
improvements are high in importance. 1t is not easy to priorilize to each project,
and consideration is only given in regard to the requirements of the textile
industry. Plans to render services covering both state-owned and private textile
companics, and the reinforcement of equipment at FTC/ATRC (and/or GOTI
Laboratory), which arc urgently required for the quality control of exports, are
considered priorily projects.



8.5 Sources of Funds for Projects

When a company or a governmental organization promotes a project, it wiil took for
a funding source to cover the investment cost of the project. Normally, if it docs not
have enough cash in hand, it will rely on loans from domestic banks or funds raised
in the securities market. In Syria, neither the banking system nor the securilics
market are ready to respond to the financial requirements of projccts.

Government budgets could be the most important sources if the projects are in ling
with their priority policies, and if the funds are available for budget allocation.

The next and the most probable source of funds for the projects are foreign countries.
International organizations such as UNDP, EU ctc, or banks for assisting
developments such as the IMF, the World Bank, the Islamic Bank etc. have various
schemes. Individual governments of developed countries are also supplying funds
through Official Development Assistance (ODA). Some smaller-size projects in
categories like emergency needs, basic human needs and others are usually funded by
grants/gifts. Other projects are covered by loan arrangements, usually with more
aftractive conditions such as lower interest rates, longer repayment periods, longer
grace periods cte. Some of the Arab countrics and regional organizations are
likewise supplying funds for projects. In Syria, there is a directorate in charge of
receiving assistance from other governments and organizations within the State
Planning Commission {SPC), and the directorate has expertise in handling these
matters.

In the casc of the Japanese ODA, JICA is in charge of technical assistance and grants,
and the OECF is in charge of loans, usually called yen-credits. The OECF has a
system called the two step loan, whereby government to government loans arc
distributed into smaller size second-stcp toans by the local banks to small/medium
sized enterprises and/or projects.

For commercial or industrial projects, the funds are usually covered by the export
credit schemes of the countries supplying equipment/technology, and the banking
system of the country of the project for local currency needs. It should be noted that
due to the past problems of overdue repayments of international loans to Syria, the
tender nations are not applying credit insurance so that the export credit/loan
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atrangements to Syria are difficult, improvements in lean repayments are required to
pave the way for further international inflows of funds.

8.6 Projects Recommended to be Implemented Under Foreign Assistance

(1}

{2)

Preparation of the implementation plan for promotion of clothing exporis

To ensure the future development of the Syrian textile induéiry, promotion of
clothing exports is essential. In particular, preparation of implementation plans
for two projects is required: “exports of clothing using Syrian cotton (8.3.1)” and
“exports of clothing using imported fabrics and accessories (8.3.3).

To ensute the successful promotion of clothing exports, a detailed
implementation plan must be prepared.

Syria has great potential for developing clothing exports in terms of its labor cosl,
markets, and colton production. Actually, some private companies are already
successful in this business. Population and unemployment increases will be
major problems for Syria in the future.

The Syrian government is unaware of the activities of private textile companies
and the obstacles facing them with regard to the increase in clothing exports.

A detailed survey of the activitics of Syrian private textile and clothing
companies must be undertaken to clarify the present situation and problems, and
elfective measures to be undertaken by Syrian government must be summarized.
A survey of Syria’s competitors also must be carried out.

To invite dyeing and finishing experts

The study team visited many factorics and found the shortage of competent
dyeing and finishing experts. Dyeing and finishing experts require pre-requisite
knowledge of chemistry, they cannot be fully trained through field training alone,
unlike technicians in the spinning, weaving, and knilting processes.

Dyeing and finishing techniques are directly related to the qualily of clothing,
therefore, improvement in the techniques is a critical factor for the country to
increase clothing exports as planned. Thus, on-site visit to dyeing and finishing

companics by foreign experts invited for training of the techniques need to be
given highest priority.

-



(3) Recommendations related to the reinforcement of support functions

(a) Upgrading and addition of cquipment at Damascus Intermediate Institule

{(b) The establishment of Textile Engincering Faculty in Homs University

(c) Upgrading and addition of cquipment at ITCATRC (Forcign Trade
Center/Industrial Testing & Research Center)

(d) Support by UNDP Textile and Clothing Development Center

{4) Silk “Mini-plan”

In 8.3.8, a fostering plan for the silk indusiry is proposcd. Naturally, a detailed
implementation plan will be required to put the plan into practice.

8.7 Productivity improvement®
8.7.1 Objective of Productivity Improvement

This section discusses the major issues relaling to improvements in productivity
‘ among state-owned textile companies {in the area of cotton textile products) and
e makes recommendations on actions to be taken for that purpose. Private
companies are not included because the study has primarily focused on state-
owned textile companics in most aspects,

The primary purpose of targeting productivity improvements is to strengthen the
compelitiveness of a company’s products in the markctplace, thereby allowing the
company to conduct its business continuously, while making a mcaningful
contribution to society.

In terms of competitiveness, state-owned textile companies in Syria concentrate in
the upstream sub-sector (cotton spinning) and virtually monopotize this market
with little competition. In addition, their market is mostly limited to Syria itself
and since impors of colton products arc banned, they are protecied from
international competition;

Y Chitoku Kumagai (1904). “SEISAN KEIE] RON' (Production Management Theary) Tokyo, Japan: The Socicty for
the Promotion of the University of the Air,



8.7.2

8.7.3

As one of the primary purposes of the-owned companies is to create and maintain

employment, the cconomic success of the business is notl necessarily a major
objective of their operation,

These basic problems are pointed out in Chapters 3 (3.2, 3.3, 3.5, 3.6), 4 (4.3, 4.9,
4.10, 4.11), and 12 (12.1, 12.2), while the proposals for overcoming them are
presented in Chapters 8 (8.1(4), 8.1(5)) and 9 (9.4, 9.5). Undoubtedly, numcrous
regulatory constraints on the state-owned companics, as discussed in these chapters,
ar¢ impeding productivity improvements.

The following sections identily, and account for, major obstacles to improving
productivity and, particularly, how regulatory restrictions prevent progress.

Q-D-C (Quality, Delivery, Cost)

First of all, productivity should be viewed from three aspects: 1) quality of the
product supplied to the customer; 2) delivery (limeliness); and 3) cost. These are
collectively referred to as “Q-D-C” for short. In fact, the Q-D-C represents the
overall value of the product to the customer who has purchased it. Manufacturers
are required to satisfly the Q-D-C requircments in an optimum balance. In
particular, delivery involves the concept of timeliness, which simply means
providing the product to the customer when needed by the costomer. This is a
critical factor because, even if the manufacturer makes a product of high quality at
low cost, the fatlure to supply it to the customer on time nultifies the value.

For manufacturcrs, the principal control ¢lements required to meet the Q-D-C
requircments arc raw materials, equipment, and labor.

With the above requirements in mind, the following section reviews the problems
that state-owned textile companies (primarily spinning) arc facing.

Major Issues Relating to the Productivity of State-Owned Textile
Companies and Improvement Proposals

A major difficulty facing state-owned companies as a whole is how they may
effectively consolidate and co-ordinate product lines that arc offered by them.

Fusthermore, spinning mills are located in various areas for the purposc of sccuring



f_

employment, and some of them are located in rural arcas not favorable for
adequale labor supply.

In addition, investment decisions nced to be made in consideration o the overall
distribution of state-owned factorics, ¢.g., if a factory with spinning, weaving and
dyeing lines feels the need (o replace an old spinning line, consideration should be
given 1o the need for the reallocation of such production facilitics and capacitics
among the state-owned companics as a whole.

it is important to reappraise the current location of state-owned companics as well
as the allocation of production facilities and processes.

Major quality issues facing individual companics, patticularly related to Q-D-C
aspects, and proposals for improvement are now preseated in the following
sections,

8.7.3.1 Quality

Quality is governcd by raw materials, equipment, and labor, which are supported
by technology. Cotton is a raw material used by state-owned textile companies.
As imports of cotton arc banned, stale-owned companies vic for high grade colton
produced in Syria. Nevertheless, supply capacity is limited and statc-owned
companies cannot always obtain cotton of the desired quality.

Production cquipment in the state-owned textile companies is mostly old aud
clearly constitutes a major obstacle to efficient production yet, the lack of cffort
to ensure adequate maintenance is chronic and must be pointed.

As for labor, state-owned companics are mandated to create and maintain
employment as its major mission, so that they incvitably hirec and keep an
excessive number of emnployees regardless of need or quality. They are not
allowed to transfer or dismiss employees once hired.

Efforts to improve (cchnology ievels are hindered by regulatory constrainis on
raw malerials, equipment, and kabor. In particular, state-owned companies are not
frec to choose their own sources of raw materials. They also cannot obtain the

necessary parts and components for equipment maintciance. Finally, they suffer



from a shortage of qualificd engincers and technicians who are attracted to, and
recruited by, private companics.

Statc-owned companies claim that, under these circumstances, they are unable to
make products of high quality.

In Syria, spun yarns are almost exclusively produced by statc-owned companics
and, as imporls are banned, competition for qualily is limited to the supply side,
i.c.,, among state-owned companies. From the demand side, private companies
are virtually excluded from purchasing high quality spun yarns as statc-owned
companies primarily export them (including combed cotton). Instead, they are
forced to purchase spun yarns as supplied by GOTI. As a result, they cannot
chose their supplicrs in most cascs, and supply is not stable.

Thus, the lack of competition ironically warrants sales of spun yarns produced by
statc-owned companies, regardless of quality. For stale-owned companies,
compctition only exisls among themselves in the domestic markel, rather than
competing o win customers.  As a result, there is litde incentive for
manufacturers to improve product quality, The result of a quality analysis of
state-owned companies’ products is summarized in 4.9, and major problems in the
acca of quality control in 12,1,

The first step to promote quality improvement by state-owned companies with a
view to developing international competiliveness in the future should be taken by
having production personncl (not sales persons) visit customers to try to
understand their problems relating to the quality of products they have produced
(practice learning about the quality control axiom “the subsequent production step
is your customer”). At the same time, various regulatory measures are required to
encourage state-owned companies to take quality control iniliatives, such as
requiring them to export a portion of their production, no matter how small it is,
or sciting quality targets for cach company according o its resource conditions
(raw malerials, equipment, labor). In addition, these qﬁality control initiatives
should start from a designated organization, rather than launching them on &
company-wide basis involving all the factory workers.




8.7.3.2 Delivery (Timeliness)

In delivery, time is of the essence. Timely delivery is referred to as the supply of
the product when the customer needs it. In fact, timely delivery holds the key to
proper inventory comtrol of raw malerials, intermediate products, and final
products which have now built up at statc-owned (extile companics.
Accumulated inventories indicate that products have been produced without
consideration to the timeliness of delivery to the customer (who is the subsequent
production step). The build up of intermediate and final products are tell-tale
signs of a production practice that focuses on the convenience of the
manufacturcr, not of the customer.

in fact, the excess inventory buildup reflects fundamentat problems of production
monopoly by slate-owned textile companics including the institutional ones.

‘These problems are analyzed in 3.4, and improvement proposals are presented in
8.1(2),9.2,and 12.1.

The actions for improvement should start by making factory management aware
of the major evil of excess inventory. Also, timeliness of delivery should be
lcarned by employces by requiring state-owned textile companics to export some
of their products, which will scrve as a good opportunity to force them o realize
the importance of timely delivery in the international marketplace and the
competition it presents.

8.7.3.3 Cost

High production costs of state-owned textile companies are generally attributed to
costly raw matcrials, obsolete production equipment with poor quality, and
excess numbers of poorly skilled workers.

The issues related to high costs of raw materials arc discussed in 4.2.1.4. While
old equipment is certainly responsible for the high production costs, the lack of
proper equipment maintenance also makes some contribution.

The labor surplus cerlainly has an additional cost impact. Major factors for
increascd production costs arc low levels of labor productivity as well as low
equipment productivity.



So far as statc-owned textile companics are required to create employment, they
have to keep an excessive number of workers, which causes productivily per
cmployce to decline. However, it is important to recognize that a manufaciurer’s
competitive strength is determined by the productivity per worker dircctly
engaged in production activity, rather than productivity per employec.

Japanese manufacturers, during recession, have been dividing factory workers
into two categorics; workers required for production and surplus workers. Then,
they have been minimizing the number of workers engaged in production activity
in an attempt to maximize productivity per production worker. Excess workers
have been assigaed to activities not directly related to productivity improvement,
such as painting, cleaning of factory buildings, and gardening. Thus, Japancse
manufacturers have been successfully attempting to raise labor productivity under

recession, which is clearly reflected in their international competitiveness,

Indced, Japancse manufacturers have been applying similar practices to
production equipment, For inslance, instcad of operating 100 machines at 50%,
they scrapped 20-30 machines producing poor quality and rcused some parts and
componcents on the rest of machines to raise the capacity utilization rate, thereby
improving the operating rate and productivity per machine,

What can be done in Syria now is to divide factory management indices into
those which can be controlled by the factory, and those which are governed by
external factors, and are, therefore, outside of the faclory's control. In this way,
the factory can be managed to achicve target levels set for the former managerial
indices.  This means, continuous cfforts are being made to improve the
manufacturer's competitiveness.

8.7.4 Case Study in Hama Cotton Yarn Company

The company is renowned for its excellence in meeting the Q-D-C requirement
among state-owned companies. It exports its products and boasts the highest
profitability within GOTI cven though its production equipment is not very new,
mostly made in the 1970s. Also statc-owned companies are fettered by many
regulations that constitute a major obstacle to their produclivity improvement so
why is this company so successful? The answer is found in the company’s
management. Some believe that the company is favorably located in Hama without



8.7.5

the major presence of the industrics. If it is truc, other companics operating in
Hama must also report good performance. This is not the case.

The company is certainly managed by cxcellent people, most particularly in the
person of the Managing Director. The Managing Director is renowned in Syria,
for his leadership and drive. He works longer hours than all of his managcrs, and
his enthusiasm, organizational and personnel skills carry his managers, supervisors
and workers along - as they say themselves, like private sector workers whilst
being paid public sector wages.

Whilst it is one of statc-owned companics which operation and management are
strictly regulated, it has obviously overcome the situation by taking many ycars.
Clearly, Ham Coltlon preseats a mode! casc for all other state enterpriscs to follow
in every respect, including how to mect the Q-D-C requirements and control raw
materials, equipment and labor that are basic ctements of mecting the goal.

Competition with imported Synthetic Fibers

As explained carlicr, stale-owned textile companics arc almost cxclusively
controlling cotton spinning operations in Syria, while being free from international
competition due to the import ban on cotton products. Nevertheless, competition
with imported synthetic fibers exists. Failure of state-owned textile companics Lo
achieve high Q-D-C levels has resulted in wide usc of imported synthetic fibers in
the country, as reflected in a very high rate of synthetic fiber consumption (sce
6.3.6). This trend is likely to further accelerate as the Syrian cconomy grows.

If state-owned companies fail to make conscious efforts to improve productivity,
the domestic market will soon be flooded with imported synthelic fibers,
eventually forcing the country to export raw cotton without processing it which
wilt create important added value. To avoid such consequences, it is important to
remove the obstacles to the development of state-owned companics through major
dercgulation, while learning from (he successful casc of Hama Cotlon and its
excellent management as an example, or model, to follow.
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