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ACRYLIC YARNS -

: . E The Bcard gave publlc notmce in the Canada Gazette of
\December 13, 1975, thet it.vas undertaklng & review .of the. ecryllq -
yarn situation in Canada, pursuant to the requireménts of Section

19 of the Textile and Clothing ‘Board Aect. Interested partle were ‘
- invited to submit views or 1nformat10n relatlng to this rev1ew not
'1ater than January 12, 1976 ~ o BN

. Background

Follow1ng 1ts 1n1t1al 1nqu1ry in 1971 the Textlle and
Clothing Board reported .to the Mlnlster of Industry, Trade ang..
Commerce its finding of a threat of 1n3ury resulting from -the )
_1mportatlcn into Canada of worsted spun acrylic yarns for machlne
_knlttlng in hanks or skeins. The Bo&rd‘e recommendatiion that imports
of such yarns in 1972 be limited.to 4.k million pounds was accepted.
. by the Govermment, and approprlatF export restraint arrangements
were concluded w1th the. major exporters of the yarns in questicn

- The Board - conducted a review of the acrvllc yarn 81tuat1qn .

in late 1972 and found that events durlng the year had confirmed the
~ seriousness of the injury, but that the situation of the produceérs
had begun to improve. It considered; however, that because pf the’
. unsettled conditions then prevailing it would have been premature to-
_ remove the restraints appl;cable to 1mports of acrylic yarns.,'lt_
recommended that the L, 4 mllllon pound llmlt on such imports be
retained in 1973. : : :

( A further rev1ew of the &cryllc yarn 51tuatlon made by -
‘the Board in late 1973 led to the conclusion that the situation had
improved sufficiently to recommend the removal of all restraints on.
1mports of acrylic yarns 1nto Canada.

In Septemberj197h, an allegaticn was made by the Canadian
Textiles Institute that acrylic yarns were again being imported in
1nJur10us quantities, and the Board yas requested to 1nst1tute another
1nqu1ry on &an urgent ba51s. o

The Board d1d carry out the 1nqu1ry ‘and found thqt market
conditions for worsted spun acryllc yarns for machine knlttlng were
51gn1f1cantly changed. There yere WOrld-w1de surpluses of yarn, apd
prices offered by countries such as Japan and’ the Republlc of Koresa
were below Canadian costs of productlon. In view of the rapldly ‘
increasing imports of acryllc yarns 1nto Canada and ‘of the reduced
actlynty of the domestic spinners the. Board concluded that worsted
"spun acrylic ‘yerns for machine knittlng were belng 1mported 1nto -




Canade at such prices, in such quantities and under such conditions as
to cause or threaten serious injury to production in Canada. The Board
considered that the injurious imports were limited to those from Japen,
the Republic of Korea, and Taiwen; that the maximum total of imports

of worsted spun acryllc yvarns for machine knitting which should be
allowed into Canada in 1975 from those countries should be 3. 5 million
pounds; and that, in accordance with the provisions of the Arrangement
“Regarding International Trade in Textiles, this total be allocated on.
the basis of imports from the three countries in question during the

- 12-month period ending September 30, 1974, It was hoped that restraint ,
'arrangements vith these countries could be negotlabed Talllng that
however, the Board stated it would be necessary to make ‘use of the
3‘QImport Control Llst and a system of permlts,

The Government accepted the Board's recommendations, but - was
unsuccessful in negotiating appropriate export restraint arrangements.
- Consequently, worsted spun acrylic yarns vere placed on the Import Control
List and steps were taken to ensure that the maximum limit of 3.5 million
pounds of yarn for all three countries not be exceeded. No limitations
"-were placed on 1mports from other countries, but permlts were requlred
' for these 1mports for’ survelllance purposes.

p

Representations ~ Current Rev1ew!_

. Representations were received from the Canadlan Textiles Insti~
Lute jointly with the three textile labour unions, one .of which, the
‘Canadian Federation of. Textile Workers Inc., also presented a separate.
submission; three major Canadian producers of acrylic yarns; the Canadian
producer of acrylic fibres; the Quebec Outerwear Knitters Associdtion Inc.;
and the Japan Silk and Synthetic Textile Exporters' Assoclatlon Jointly
with the Japan Chemical Fibres Association. A complete list of. those
vho made submissions to the Board is shown in Appendix T, ‘

, The Board and some of its staff members also met privately
with, off1c1als of the Canadian Textiles Institute and some of the. leadlng
. Canadian producers of acryllc yarns to obtaln addltlonal 1nformatlon
about the situation. -

In its brief to the Board, the Canadien Textiles Institute,
jointly with the textile labour unions, made known its conviction that
unless urgent and firm measures of protection were taken, serious and
immediate injury that would be difficult to repair would occur to the’
Canadian acrylic yarn industry. .It referred to the falling market for .
100% acrylic worsted spun yarns, the high and continuing levels of
~imports of garments made of acrylic yarns, and the extraordinarily
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hlgh levels of 1nventor1es of acryllc yarns as contrlbutory factors )
in.the difficult position of the acrylic yarn 1ndustry.. It qon51dered
“however, that the most important factor of the crisis in the industry
.yas the large quantities of imports. of 100% worsted spun acryllc yarns

.. reported to be sold often below cost.  As a result of such 1mports, L
~ - somé Canadian acryllc yarn producers had abandoned productlon of such

yarns, . and others had turned 1ncrea51ng1y to blends. of acryllc flbres

and other fibres. It was felt, however, that: it was not possible to

continue in this situation. The Institute,. therefore,. considered that.

- the Govérnment. must now de01de whether the acrylic yarn. 1ndustry should

. be left to disappear or if it.should be. helped. .Should a dec151on be
made to help the industry, the.Institute recommended that, for the

short. term, no further import permits for 100% worsted spun acryllc

~ yarns - for- machine knitting be issued in 1976 to low cost countries,

and that a new restraint of no more.than- one mlLllon pounds 1mported fnomf'-'

low cost countries designated by the Board be put in place for 1977, the
allocation of this restraint to be determined by the Textlle and, Clothing
Board and the Government at as. steady 8 rate of entry as p0551b1e. ‘For
the long term, the Institute recommended that -a solution be found to -
the problem of sales below cost, either by new 1eg151atlon or by: more
effective and vigorous use of the tools at present at the disposal of:
-the Govermment. It recqommended also that sectoral restraints covering
“acrylic flbres, yarns and products be put in place and malntained for.

a mlnlmum perlod of three years.

: The Canadian producers of acrylic worsted yarns expressed
thelr full support for the statements and recommendations in the brief
~presented by the Canadian Textiles: Instrtute and the. textlle 1abour :
unions. They gave confidential details of how their operations had been:
‘adversely affected by the increased imports of acrylic yarns. They urged
the Board to recommend the vigorous protective measures advocated by

the Canadian Textiles Institute, stating that the only alternative for
“them would be to abandon production of acrylic yarns in Canada and to
transfer their operations to the United States. -

The Canadian producer of acrylic fibres also supported
the. brief of the Canadian Textiles Institute. In his confidential brief
" he described the adverse results on his operations of the high level of
acrylic yarn imports, which had led to a decision to stop all expansion
: progects in acrylic fibre produotlon, and to make no further- 1nvestment

. in that area unless strong Government action were taken ta prov1de a
measure of protectlon to the Canadlan market, : : )

In its 1nd1v1dua1 hrlef to the Board the Canadlan Fedo-
ration of Texbile Workers (CSD) considered that:the protective measures
taken up to date had been totally inadequate. In order to protect what
is left of the acrylic yarn industry and to restore. some gtability in
this employment sector the Federation urged the Board to make immediate
effective recommendatlons, and the Government to 1mp1ement these wlthout
delay. :




, In its brief, the Quebec Outerwear Knitters Association
took the position that 1mport restraints were necessary to protect the
domeBtlc industry and recommended that the annual quota for acryllc

yarn be reduced to 2.5 million pounds. ' The Association. recommended

that 1mport licences for yarn be distributed on a more equitable basis,
and at the same time that the Board consider the imposition’ of ‘restraints
on sweaters and yarns JOlntly, in order to maintain stable condltlons
where both splnners and knltters could survive. : :

The joint statement of the Japan S8ilk and Synthetlc
Textiles Exporters' Association and.of the Japan Chemical Fibres Asso-
ciation pointed out that prices in the Japanese acrylic yarn industry had
increased sharply and were no longer competitive with. prices from other
Asiatic countries; that Japanese acrylic worsted spinning capacity-
would decrease substantially; and that Japan's share of the Canadian
market for acrylic yarns had been declining. Consequently, the Asso-
ciations were of the opinion that import restraints on acryllc yarns
“from Japan were not needed.

A report was received by the Board from the Textile

and Consumer Products Branch of the Department of Industry, Trade and
Commerce, which detailed the current situation in the production and
‘marketing of acrylic yarns in Canada. From the same department, the
Office of Special Import Policy reported on developments in the adminis-
tration of import controls in force since the Board's last report. '
Additional research was carried out by the Board's staff, including
- extensive analyses of 1mport documents in collaboration w1th Statistics

Canada. - <

‘The Canadian Industry

‘In early 197k there were 13 producers of worsted spun
acrylic yarns for machine knitting in Canada.’ At the time of the .
Board's last report in December 1974, it was stated that 3 of those
producers had either phased out the spinning of such yarns or were in
“the process of doing so.

While no furtheryattrition has yet taken place, some of
the remaining 10 producers may be too small and too weak to remain
competitive under existing market conditions. Other firms, which are
among the largest and the strongest producers of acrylic yarn in Canada,
have stated that they are prepared to cease operations in the face of
what they view as a losing battle against imports whose prices are
- allegedly set with scant, if any, concern for production cost.

’ In 1973, the producers of worsted spun acrylic yarns had
an estimated total capacity for worsted spun yarns - -of all fibres of

24 million pounds per annum, a decline from a peak capacity of 27
million pounds in 1971. In 1973 they produced 18 million pounds of
worsted yarns of all fibres of vhich 10.5 million pounds were yarns
containing 50% or more acrylic fibre.




. Whlle capac1ty has remalned at’ approx1mately the same

 level throughqut 19Tk and 1975, the production .of worsted spun yarns

Lof” all Tibres in 1975 amounted to almost 16.5 million pounds, of which

‘approximately 8.4 million pounds were yarns containing 50% or more
acrylic flbre. - However 1nventor1es of these acryllc yarns increased

" by almost 900,000. pounds by . Novembey. 30, 1975 over the. comparable date_;

“in 1974, at which time inventories were already considered excessive

" in relation to market demand.. ‘As & result, unless unforeseen demand
develops, productlon in 1976 wlll have to, be curtalled below the

reduced rates ‘of 1975. o .

. In order to evaluate the 1ndustry 5 contentlon that the
production. of 100% acrylic worsted spun yarns is vital to the exlstence
of the Canadian worsted spinning industry, the Board analyzed the
~Canadian. production of worsted yarns. for, machlne knitting from-1973 to .
1975. The results of thls analy51s are shown 1n ‘the table below

Canadlan Productlon of Worsted Yarns for Machlne Knlttlng -

o ' _ o 7 Chang¢ .
1973 - 197k 1975+ from 1973
| » (000 1bs.) | |
100% Acryllc Yarns R 18,819 6,796 5;870 . =33.4
Blends (50%. Acryllc or More) -~ 1,770 - 2,458 2,518 - - . +he.3
- Other Yarns o o 1,522 7,643 -8 092-H o+ T.2.
Total Production ’ ‘1183111.~ 16,897 16 u80
Total Normal Capacity “23,650.° 2&,172,"2h,ooo
Percentage of Total Production - ‘ |
. ‘ (pergént)
1007 Acrylic Yarns © 48,7 k0.2 0 35.6
Blends (50% Acrylic or More) 9.8  1bh,5 15.3

Other Yarns “h1.5 45,3 49,1

. Source: Industry,VTradé and Commerce'Report

It w111 be noted that the dompstlc worsted yarn splnners began

to dlverslfy heavily into production .of blend yarns and other yarns in

197k, Nevertheless, total production declimed by over 1.5 million pounds.

from 1973 to 1975, while production.of .100% acrylic yarns declined by
almost 3 million pounds during the same period.  The industry has con-

tended (and a comparison of their 1974 and 1975. production figures tends

to .substantiate thls) that the market demand for blend yarns of 50%
- acrylic fibre or more appears to be levelling off.

It is also 51gn1flcant that Whlle the industry operated at

“TT% of normal capaclty in 1973, qtlllzatlon of capac1ty had decreased to

697 in 1975. e ‘ 6 .




Employment

A special survey conducted by the Department. of Industry,
Trade and Commerce provided the follow1ng data on.. employment by worsted

yarn producers:

Number of Employees

Jan. 1, 197h Jan.»l, 1975  Jan. 1, 1976 -
All typesrof worsted - ' : - o ‘
spun ‘yarns : 3,170 : 2,5lh L , 2,&07

It has not been p0551ble to determlne the exact number of

'employees affected to the. productlon of 100% acrylic yarns. However, if

it is assumed that employment_ is proportlonal to production, the following
estimates of the number of employees producing’ 100% acryllc yarns only .

are obtalned'

K Number of Employees

Jan. 1, 197& Jan. 1, 19?5 ‘ Jan, 1, 1976'

1,5hk ; om0 857

-These data show that total employment involved in the produc- -

tion of all types of worsted 'spun yarns decreased by 24 percent from

January 1, 1974 to January 1, 1976. The change in employment inthe
productlon of 100% acrylic yarns was more severe, decreasing by h5 percent -

during this period. The percentage of employment affected to the produc-~
tion of 100% acrylic yarns has decreased from 49 percent of total employ~
ment on January 1, 197h to 35 percent on January 1, 1976

. Investment

_ Capital expenditures of .over $3 million have been made in the
worsted spinning sector over the last two years. The bulk of this invest-
ment has been made for the production of 100% acrylic worsted spun yarns.

‘Producers have developed plans for future capital expenditures but these

are being held in abeyance pending an improvement in the market and, on

.the basis of statements made to the.Board by the producers, to an even

greater extent on the outcome of this review.

The Market

. . The apparent Canadlan market for 1007 acryllc Worsted spun yarns .
" for machine knitting is as follows: :




Apparent Canadian Market for
lQO%.Acrylic'Worsted'Spun Yarns ;

 Jan. - Nov.

gty 197h 19787 1975
_ (ooo 1bs. )

Domestlc Shlpments _'f”'.‘ 8,819 'Ad L 6,796 o 6,230 5,381,..
Imports* s *f”3;755~_ - 2;865. o 2,h83 g 319h2
Total . T - 9,661 - 8,713 9,323
'Mark$t Share . . . . ber‘cent. - _
Domestic Shipments - .~ R . 70 : o ‘TO o -T2 Y
Imports . . 3030 " - 28 b2

. Source: Shlpments‘~ Industry, Trade and Commerce Report.
Imports . - Statistics Canada, Imports by Commodities,
“and import analyses by staff of the Textlle

and Clothing Board

¥ See section on Imports for details.

The Canadlan market for worsted spun acryllc yarns decllned in
197h but recovered somevhat during the.first eleven months of 1975. All°
of this’ . recovery was taken-up by 1mports.. Shlpments by domestic manu-
facturers have contlnued to decrease. As a- result the share of the
~ Canadian market held by Canadian producers has declined from 72% in the
first eleven months of l97h to 58% for ‘the same period in 1975.

The decrease in Canadlan shlpments in 1975, which was lh/
from the level of shipments in l97h followed a decrease of greater
magnltude in the preceedlng year Shipments in 1975 were actually 337
below the level of shlpments in 1973

'Imports

Imports of 100%° acryllc ‘worsted spun yarns for machine knitting
" are classed by Statistics Canada in. 1mport class 366~16 along with all .

i other types of. acryllc yarns.

An analysis of the imports in this class disclosed that the
yarns which are the subject o6f this.review are imported from the Republic
of. Korea, Japan, Talwan, the Philippines, Hong Kong, Brazil and Colombia.
Imports from- these countrles, with- the exceptlon of Japan, were found to
be essentlally 100% acrylic. worsted spun yarns in hanks or skeins for
machlne knitting. In the case of Japan the. imports were found to consist
in large part.of hand knittihg .yarns.: The percentage of 1007 acryllc

.. 8



worsted spun yarns for machine knlttlng 1mported from Japan in the
years 1973, 1974 and 1975 were T0%, 70% and 53%, respectiyely.
These findings were taken into account in calculating the total-
imports shown in the’market table above. '

Wlth regard to shlpments from the United States and the

United Kingdom, these were found to be prlmarlly of* cotton spun yarns,.‘

while imports from France were almost entirely of acrylic yarns er
hand knitting. :

Information received by the Board from -the Office of Special
Import Policy indicates that, while permits were issued for imports of
300,000 pounds of worsted spun acryllc yarns from the Philippines in -
1975, permits for imports from that country of over one million pounds
of these yarns have been issued for delivery in 1976 This compsares
to imports of 63,000 1bs. in 1974, and no imports at all in 1973,
This situation 1llustrates how a country can develop from a relatlvely

minor suppller of a particular commodity to a suppller of major slgn1~f

ficance in a short period of time.
Prices

While the yarns which are the subject of this review are

imported in hanks or skeins in an undyed condition, the Canadlan product .

with which they - are competing is sold in a dyed condition, and wound
on cones. The imported yarn is usually dyed and wound in Canada for
the importer by commission dyers, as:orders for specific quantltles’
and colours of yarn are rece1ved from knltters.

In order to determlne the impact of 1mports of the yarns in
question, the landed, duty paid value of these yarns was compared to
the cost of produc1ng similar yarns in Canada. The results of this

comparison are shown beloy, for undyed yarn to finish at 2/2h4's worsted

count.
Average
Manufacturing
Cost .. . Average Landed Duty Paid Value*
Canada ' Japan -Republic of Korea Taiwan Philippiﬁes
- Dollars per Pound . -
1,64 | 1.3h 1.18-1.22 1.18-1.22  1.09-1.16

%*Based on prices quoted for 1976 QElivery,

cen 9



The above menufacturlng cost in Canada does not appear

o unreaSOnable in view of the fact that acryllc fibre. in tow form is now

".selllng in Canada at 76¢ a pound In comparison, the ‘average value for
Quty of the above type of yarns imported from the. Ph111pp1nes up “to
the end of November, 1975, was- 80¢ a. pound . .

Summary and Conclu31ons

p It is clear from the ev1dence which has been presented
to the Board that the worsted spun yarn sector of the 1ndustry

- is vitally dependent for its ex1stence on the
production of 100% acrylic worsted spun yarns
for machine knlttlng,

- is. an essentlal link - 1n the productlon chaln :
from flbre to- garment

- = has beenlunder 1mport pfeééures for several
’ years, which pressures have intensified
' considerably in the latter part of 1975,

- ‘as a result of these import pressures, has
suffered serious decllnes in productlon and
employment

- has made serious efforts to diversify out-
of the production of 100% acrylic worsted
L spun yarns for machine knitting, into .the
‘ . 1productlon of blend yarns and yarns of" other
‘ fibres.. ©

In the opinion of the Board the nature of the problem
confronting the industry is such that the solution is not confined
to simply providing protection which would allow Canadian producers:
of 100% acrylic worsted spun yarn to "adjust" to the import. situation.
Unrestricted imports of" these yarns would reduce domestic productlon
~to a level which would ser;ously jeopardize the ex1stence of the
. entire worsted spun yarn manufacturlng sector. The loss of this
sector of the market could serlously affect the productlon of acrylic.
fibre and the manufacture of knltted garments in this country. The
situation has already deteriorated to the point where the Canadian
_producer of acrylic fibre has cancelled plans to expand plant capa— '
city even though constructlon had already begun. '

The‘collapse of the acrylic worsted spinning industry in- .
Canada would leave the Canadian knitting industry in the untenable
position of not only having to rely on offshore suppliérs for much ..
of its raw materials, but also of having to rely on imports from
the’ very countries whose knitted garments are sold in Canada in direct
competition with the products of that industry. If such a situation.
“were to develop the competitiveness of the Canadlan knitting 1ndustry
would then depend, to a great extent, on reasonable quantities of raw

.. 10
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materials being made available at reasonable prices from exporting
countries with which Canadlan knltters are competing in the Canadlan
market.

The markets for the other types of worsted spun yarns
- manufactured by the producers of 1007 acrylic worsted spun yarn fdr
machine knitting are finite. The markets for qcryllc blend yearns,
acrylic hand knitting yarns, and other worsted. spun yarns could no}
possibly occupy the entire production capacity now being devoted to
~ 100% acrylic worsted spun yarn for machine knitting. Furthermore, -
there is, at this moment, unuytilized capacity even in those argas of
- production., The possibility of converting further 100% acrylic .
productive capacity to other worsted spun yarns is, indeed, -limited,
As a consequence, diversification by itself cannot be the 1ong term
solution for this industry since the product under review is an
"essential adjunct to the possible areas open for diversification.

As a result of this review, the Board has concluded that’
100% acrylic worsted spun yarns for machine knitting in hanks and
skeins are being imported into Canada at su¢h prices, in such guan-
tities and under such conditjons as to cause or threaten serious
injury to production in Canada., The Board is also satisfied that
the industry has made acceptable progress 1n the 1mplementatlon of
1ts adjustment plans. :

The Board has also concluded that the previously notéd
potential impact of the loss of this industry on both downstream and.
upstream producers (the knitters and the acrylic fibre producer) make

- it imperative that the deterloratlon in the 1ndustry should be arrested .

and alleviated. The Board is, therefore9 of the opinion that it should
recommend a tightening of the spe01a1 measures of protection with
respect to imports of 100% acryllc worsted spun machine knitting yarns
in hanks and skeins. :

A major cohtention of the domestic acrylic worsted yarn
spinners has been that their difficulties in meeting foreign compe~
tition in the Canadian market have been exacerbated by imports at
prices vhich bear no relation to cost of production. VWhile the Board
is not in a position to comment on the accuracy of the industry's
allegations respectlng import pr1ces it is concerned, however, that
‘Canada should not lose a basically strong, competitive industry
because of unrealistic import prices., In this respect, the Board is
confident that the Govermment departments responsible for these matters
would be prepared to examine the industry's allegations without. delay,

. ° O‘D ll )
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RECOMMENDATIONS C

~.The Board recommends that :

(1) ;
" acrylic worsted spun yarns in hanks and skeins for -
“machine knitting having an export'price determined -
~dn accordance with the Anti-~dumping Act of less

the Import Control’Llst'be amended to include 100%

".“than $1.30 Canadlan funds per pound-

Lo(@)
- " described in (1) above for a three~year perlod
=?beg1nn1ng January 1, 1976 :

a global quota ‘be 1mposed on 1mports of the yarns

'the max1mum level of 1mports under the global quota
- for the calendar year 1976 be 2, 5 mllllon pounds,

W

“the maximum level of 1mports under the global quota

for the calendar years 1977 and 1978 be the level of
the quota for 1976, increased by the minimum amount

- possible, commensurate w1th Canada s 1nternat10nal

'UobllgatlonS' and

(5)
.. -import prices for the yarns described 1nv(l) above
- and take appropriate corrective action as may be
"indicated within the terms of existing legislation.

the respon51ble government departments examlne the

Chairman

‘l.c: 5 N .‘fdl¥g / . Sf);z41~udb‘l/fif
‘ - .([ ) Member ‘ : \



. APPENDIX I

ACRYLIC YARNS

LIST OF THOSE WHO MADE SUBMISSIONS TO THE BOARD i -

”»_Canaaian Textiles Institute -

fILa Federatlon Canadlenne des Travallleurs du Textlle Inc.-a.(C.SgD;)'

Textlle Workers' Unlon of Amerlca
:Un;ted:Textlle Woﬁkers of:Aﬁer1Cq::.

Cénadian'Wdfsted Ménufaéfuriné,Liﬁitedﬂ

Yarntex Corporatlon Iamlted '

S_Zephyr Textlles Company Ltd.
‘“-Du.Popt of Canada lelteq.

. Québeé Outefﬁeér-Knitters'Aésociétion Iné;\I
A.»Japan Silk dnd Synthetlc Textlles Exporters Association:
and :

- Japan Chemical Fibres Association
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