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ABSTRACT

The present study investigated the trends in and relation-
ships between imports and exports and indices of the Canadian apparel
industry throughout the 1961 to 1979 time period. Five indices were
studied. They were value of shipments, number of employees, wage
rate, wage bill,~and capital investment. The total apparel industry
was examined as well as the following six segments: men's and boys'
apparel production, women's and girls' apparel production, children's
and infants' apparel production, the industry in Quebec, the industry
in Ontario, and the industry in Manitoba. 1In order to test for the

strength of trends overtime, the lines of best fit were calcu- -

- lated and graphs were made for all the indices as well as imports and

exﬁorts. The nature of the relationships between imports ex exports
and the indices was also determined by calculating correlation
coefficients.

The analysis of trends indicated that shipments increased
significantly in theéatotal apparel industry and all segments. Import
values significantly increased in the total industry and the men's and
boyé', women's and girls', and children's and infants' sectors. No
significant trends were found regarding the capital investment index.

Investigation of the relationships between imports and the in-
dices found positive relationships in all segments except the children's
and infants' when shipments were considered. Imports and employment
related positively in the men's and boys', women's and girls', and
Quebec segments, but displayed a negative relationship in the children's
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and infants' sector. No significant relationships were found re-
garding imports and capital investment.
Export samles and shipments related positively in the total in-

dustry and all segments. Negative relationships were found between

exports and the number of employees in the children's and infants' and
Ontario apparelvindustries. This same negative pattern of relation-

ships was found regarding the wage bill for these two segments.
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Chapter I

INTRODUCTION

Since its inception, Canadian apparel manufacturing has con-
tributed to the employment, the economic bases of communities, and thus
the economy of Canada. The nearly 2,200 apparel producing factories

ST ' . 1,2 . ‘ .
are predominatly Canadian owned.”’~ In many énstances, these firms

were established by a Family and have been continued by successive

family members.

The Canadian apparel industry is a large employer as the pro-
duction of clothing products is labour intensive., In 1977, approxi~-
mately 95,000 people were employed by appazel firms.3 Within thé
Canadian manufaéturing sector this industry is noted as being the
largest single employer of women. Nearly sevénty—five percent of i
‘ appérel workers are female.4 As well, the apparel industry provides
employment and training for many people who do not have the necessary
attributeé that facilitate obtaining other types of Work.5

The economies of some regions of Canada have been strengthened

by the presence of the apparel industry which has provided employment

and income for those areas. In the proVince of Quebec, for example,
twelve percent of its labour force is employed by the clothing indus-

try. Shipments of apparel from that province alone were slightly

more than sixty-five percent of all apparel produced in Canada in

1976.°

Many of the apparel firms employ very few people. This has

enhanced the ability of the producers to specialize in a product area.




These smaller facilities also have resultedgiﬁ.flexible production
lines that can easily respond to fluctuations in style and fashion.7
Yet, the apparel industry has constantly struggled to compete in an
efficient manner with the world ﬁarket.b

The changes in economic structures in other countries have
created one éf the major difficulties experienced by the Canadian‘
apparel cﬂndustry.8 Since the end of World War II, many Third World
countries have become progressively more industrialized. The products
they produce are.much lower in cost than Canadian made counterparts.
As apparel prdduction is prevelaﬁt in these countries, the Canadian
apparel iﬁdustry.has'been challenged as a viable, competitive supplier
for Canadians.

These ghanges in the economies of other countries and their
subsequent effect on Canadian industry has encouraged government parti-
cipation in private business. Policies developed by the Canadian
govérnﬁent as it attempts to coordinate its interests with those of
indﬁstry,'have included ensu:ing the functioning of some industries.
The basis for selecting the industries to be aided and the policies
for.providing assistance have varied widely. In working to aid the
Canédian apparel industry, the federal government has provided support
through grants'énd trade restrictions on apparel from low cost countries
‘who provide goods at prices uncompetitive with those of domestically
manufactured clothing.10 However, both costs and benefits to the
Canadian economy have been created by choosing to ppotect the domestic
apparel industry.ll

Protection of the domestic apparel firms from low-cost imports

hedps to ensure jobs for many Canadians. As well, economic hardship is




prevented in those areas, such as Quebec, that are strengthen by the
presence of apparel firms. These benefits must be carefully weighed,

The many costs that would result if these apparel manufacturers
were not protedted from disruptive imports and not provided financial
grants are difficult to calculate., The apparel workers, the govern-
ment, and the apparel manufacturers fear that increased impofts would
result in a decreased demand for domestically produced clothing. This
redﬁced need for Canadian made apparel is believed to resultiin lower
requireménts for workers and '"the danger of severe unemployment in
textiles'hés therefore always weighed heavily on-government".12 While
these groups can calculate the economic costs of unemployment, lowered
shipments, and reduced profits, they cannot as easily arrive at costs
such as those due to the social tragedy that evolved with unem.ployment.l

The above mentioned costs are not the only limitations that
result from selecting an industry to protect. Imposition of trade
resérictions on Canada's trading partners inhibit the ability of other
Canédian_producers to sell their products abroad. Potentially the
Canadian economy loses some of the export revenue it could anticipate
if it did not choose to protect some industries.

.A report by the C.D. Howe Research Institute suggests that the
Canadian apparel industry can'never achieve a position of viability
and competitiveness in the international marketplace. The report also
states that the support by the Canadian government for the Canadian
apparel producers will have to continue without a foreseeable end.
This contiﬁual infusion of financial aid into the apparel industry

could be used in other means that may provide a better return on in-

vestment to the economic system.




Both the federal government and the Canadian apparel producers
have carefully assessed changes in the economic structures of countries
throughout the world and have analyzed the impact of this on the
Canadian industry. The ®esulting papers have given detailed explana-
tions of the effects of government policy decisions and changes in
world market structures, However, there has been no attempt to
quantitatively relate the factors affected by government policy deci-
sions with indices of the apparel industry such as shipments, employees,
wages, and investment. A study of this nature seems warranted at this
time,

Improved knowledge of the effects of federal policies on the
indﬁstry would promote better understanding of the apparel industry
by prodﬁcers and government as well as inform other interested groups
such as retailers and consumers. This type of information could also
be used by government planners in developing strategies for the
appérel industry as it may provide a clearer image of the effects of
policy changes. Apparel producers may also gain a better insight into
the possible changes that can be anticipated by changes in federal
policies and may thusvbe able to adljust plans and expectations

accordingly.

Objectives:

The general purpose of this study is to examine the various
segments (men's and boys', women's and girls', and children's and
infants' apparel production, and the apparel industry in Quebec,
Ontario, and Manitoba) of.the apparel industry for possible trends in
specific indices (shipments, employment, wages, and capital invest-

ment) Canadian.apparel export and import figures will also be examined.
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The specific objectives concerning this study are as follows:

1. To analyze for possible trends the indices of the apparel
industry and its various segments as well as the values
of imports and exports through a nineteen year period.

2. To investigate the relationships between selected indices
of segments of the apparel industry and imports and ex-

ports.

‘Definitions:

For the purpose of this study, the following terms will be

defined as indicated.

Apparel Industry: The manufacturing activity that consists
of firms producing apparel by processes that include cutting, sewing,
knitting, and finishing of products.l

Men's and Boys' Apparel Industry: That portion of the apparel
industry comprised of establishments producing or contracted to
produce men's and boys; apparel.l6

Children's and Infants' Apparel Industry: That portion of the

apparel industry comprised of establishments producing or contracted
to produce chiidren's and infants' apparel.l7 |

Women's and Girls' Apparel Industry: That portion of the ap-
parel industry comprised of establishments producing or contracted to
produce women's and girls' apparel.18

Value of Shipments: The net selling value of goods made by é
the reporting establishments from.their own materials, This includes
repair and custom revenue, all exports, transfers to other firms within

the same company, and consignment goods. to other countries but excludes



discounts, returns, allowances, sales and excise tax, duties, and

charges for transportation., The term used by Statistics Canada is
'value of shipments of godds of own manufacture'.19

Employees: The total labour force of an establishment, in-
cluding all manufacturing and non-manufacturing workers as well as
working'owners and partners;zo

Wages and Salaries: Thebgross earnings of all employees be-
fore deductions of any kind. This includes bonuses, profits that are
shafed, and other taxable benefits'provided by the employer for the
em.ployees.21 In this stﬁdy, wages ‘and salaries will:be referred to:
aS=thefwage'bill.

Wage Rate: The annual gross earnings of a single employee
before deductions of any kind. This value is derived by dividing the
annual wages and salaries values by the number of employees.for that
same year.,

Capital Investment: The expenditures that cover the cost of
procuring, constructing, and installing new, durable plant and
machinery but excluding the aquisition of used, domestic equipment
and land. These capital expenditures are normally divided into con-
struction and machinery or equipment.22

Impérts: Those products purchased from foreign persons or
countries as recorded for custom duty purposes. The value of these
items generally does not include transportation costs.

Exports: Those products purchased by foreign persons or
countries as recorded on export documents. The value of these domesti-

cally produced goods is usually the selling price at the point of

initial shipment.24
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Chapter II

REVIEW OF LITERATURE

"In order to understand thie potential relationships that may
exist between governmental policies and apparel production dndices,
it is necessary to examine the actual government decisions and their
intended outcome as well as the factors of the apparel industry that

may be affected by these decisions. Hence, this chapter has been

divided into two sections; the first discusses government policies

and the second examines selected indices of the apparel industry.

Government Policies Regarding the Canadian Apparel Industyy

% Governmental policy decisions aimed at altering domestic
industrial situations are ﬁot new. Over one hundred years ago the
government of John A, MacDonald in£roduced the 'National Policy' on
tariffs with the intent of aiding manufacturing in Canada. This

policy was established to protect Canada's new, struggling indus-

‘tries, through the use of high customs rates, from excessive competi-

tion by foreign countries where pfoduction was well established.2

The 'National Policy' became a cornerstone in Canadian economic
thinking. While no longer 'infant industries', domestic manufacturers

have been able to count on tariff protection from competition since

-2
that time. 6

Apparel manufacturing was one of the industries that received
protection by the 'National Policy'. A report by the Government of

Canada suggests that this "industry did not begin to prosper ... until ...
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tariff protection was adopted".

Tariff rates remained high until the Canadian government joined
other countries in the 1940's to promote freer trade.28 Part of the -
resulting agreements, known as the General Agreement on Tariffs and
Trade, lowered customs taxes. However, most manufactured goods con-
tinued to receive some protection from foreign.competita'ars.2

Until the time of World War II, Canadians had imported many
apparel products, buﬁ these goods had not detractéd from domestic
production as they "were mainly from other industrialized countries
and generally complemented Canadian production".30 After World War II
this same group of.countries that p;omoted freer trade also began
work to promote economic development in uﬁderdeveloped countries of
the ﬁorld.3l‘ These underdeveloped areas did th have the background
_knowledge and skills necessary for many technical industries, but they
did have a large labour supply that could be taUght the necessary skills
for production of apparel. The wages in these countries were low and
the countries quickly became important exporters of clothing at a low
cost.32 Thus, during the 1950's imported apparel sold in Canada in-
creaéed. Now, however, domestic producers could not compete with its
low cost.33

Appeals to the Canadian government by the domestic textile and
apparel producers for assistance in dealing with these increasing
levels of imports resulted in voluntary restraint agreements that were
initiated in 1956 and formalized in 1960.34 These restraints were
renegotiated annually, but often the negotaitions were not completed

until late in the current year. This was met with -opposition from

the domestic apparel producers who felt that the agreements were being




made without the guidance of an established government policy as to
the products that should be protected.35 The textile and apparel
industry a%do believed there was inadequate consideration of sub-
stituable fibres, fabrics, and end products,36 and negotiations were
made with no official means for communication between apparel pro-
ducers and the governﬁent;37 Apparel industry dissatisfaction with
this form of assistance heightened as they believed too few countries
and products were covered by the agreements and enforcement remained
ineffective, as it wés controlled by the exporting countries.38’39

Thus, whiie the government had intended to limit imports while
maintaining as positive an export felationship with trade partners as
possible, the domestic apparel industry was trying to exist in a
climate of uncertainty with regard to their marketplace. The Canadian
clothing manufacturers purported that this "uncertainty and disruption
undermined the further investment in expansioh, modernization, or
restructuring necessary to deal with the increasing import penetration.40

As a result of their feélings of uncertainty due to the piece-
meal nature of government assistance, a combined group from manage-
ment and labour in the textile industry approached the Federal Cabinet
in October of 1968. Their pufpose was to request formally a govern-
ment policy that would control imports from low cost aréas throughout
the world and, hence aid the industry in establishing guidelines for
future investment, planning, and development.4l’42

The result of this appeal to the government was the national
'Textile Policy' introduced in May, 1970.43 The government had, of

necessity, compromised between allowing imports tofflood the domestic

market and restricting all imports and thus, the ability to export
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other Canadian produced items. It intended "to provide a sense of
direction, a framework and conditions within which the textile and
clothing industries can plan, invest, and develop with a greater degree

of confidence".44 Control of imports was only part of the policy's

objectives., Guidelines were offered- for aiding development of local
industries but there was also the caution that the manufacturers must
plan "progressively to phase-out the least competitive lines and to
movevinto_those with the highest competitive potential for the future."4

The 'Textile Policy' was an attempt to co-ordinate the forces of

government and industry for the developing and promoting of a Canadian

business’.46

The 'Textile.Policy' included three elements: Commercial
Poliéy, Financial Support, and Promotional and Technical Support.
Under the Commercial Policy, the government expressed its intent to
consider rationalizing the tariffs on textiles and apparel and re-
moving anomalities that existed. As well, improved means of accounting
for import products were proposed and a means for dealing with injury
to the domestic industry due to imports from low cost areas was estab-

lished. Shoﬁld the threat of injury be present, those manufacturers

affected were to present formally to the newly formed Textile and
Clothing Board their report of harm and their plans for restructuring
of manufacturing activities to avoid future injury. The report would

then be analyzed and the Textile and Clothing Board would make recom-

mendations to the government as to required actions. It was then up
' . 47
to the government to act upon these recommendations as they saw fit.

Financéal Support measures proposed by the 'Textile Policy' ;

were to ensure more financial aid could be provided to firms that were
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attempting to restructure their production lines in such a way that
further injury by low cost imports would be reduced. The Canadian Man-
power services would also be involved in consulting with employers and
émployees who Wére affected due to injury by imports.48

Through the Promotional and Technical Support aspect of the
new policy the government expressed its intent to establish productivity
centres aimed at assisting industry members in deriving full benefits
from new technology. Fashion promofion and design assistéﬁce was to
be partially financed by the government with the purpose of stimulating
sales and knowledge of Canadian apparel products and designers.49

In spite of the '"Textile Policy', 1975 imports of apparel had
risen to one hundred seventeen percent of 1970 inports in constant

50,51

dollafs. Throughout the years the low cost countries had improved

the quality and styling of their clothing and had become better at

22,53 This improved product plus a reces-

init;ating export contracts,
sion from 1974 to 1975 are believed by the Canadian government to be
the reasons for the increase in clothing imports.54 The level of im-
porté continued to increase in 1976 to the extent that 1976 import
levels were one hundred seventy-one percent of 1970 levels in real
dollar terms.55’56
vApparel producers and the government viewed these increases
as a serious problem. After a series of reports and studies by both
government and industry the Canadian government imposed global quotas
on clothing in November, 1976 that limited the quantity of imports for
1977 and 1978 to the level of imports in 1975.57

This new policy of global quotas covered all countries, whether

or not they were low cost clothing suppliers, and extended beyond the
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normal one year agreements that had previously been negotiated. While
jeopardizing Canada's position as an exporter of goods, the government
strongly expressed its stance on limitation of apparel imports.58

Canada's trading partners did not consider global quotas an
acceptable form of providing the apparel industry with assistance on
a long term basis. While they were imposed as an emergency measure
under the Genefai Agreement on Tariffs and Trade, there were countries,
such as the United Sﬁaees, who had to be compensated. Thﬁe it was
necessary to find a new form‘of‘protection for the Canadian apparel
induetry . 5‘,9- |

During the period of global quotas the federal government em-
barked on a new poliey of negotiating bilateral agreements for a three
year;tefm with seven low cost countries which supplied eighty percent
of imports in 1977.60' The countfies initially restricted were Hong
Kong, Korea, Chine, Poland, Romania, the Philippines, and Taiwan. These
rest;ictions allowed for annual increases of imports., All other
countries were to be monitored for import levels and additional negotia-
tione Would evolve if the threat of low cost apparel imports made it
neceséary. 'The‘bilateral agreements came into effect in January of
1979 end‘are to conclude in December 1981, Since their inception Macao,
Thaiiand,‘India,.Malaysia, Sri Lanka, and Bulgaria have been included
in the agreements.élf'This latest policy of the Canadian government
appeers to be an attempt to maintain a respectable position as a
trading partner while limiting the amount of apparel imports into the
Canadian market,

Government aid to the Canadian apparel industry was not limited

to imports. They had also established procedures to assist companies
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in developing export markets. Clothing producers and government of-
ficials began.working together on export promotion programs in 1968.62
When introducing the 'Textile Policy', J.L. Pepin, the minister of
Industry, Trade, and Commerce, noted the importance of expanding the
apparel industry's export trade. To this end, the government estab-
lished procedures to provide additional resources to promote
Canadian apparel goods at home and abroad through fairs, displays,
and éhows.63’64

Three export-—oriented programs for industries were set up
after the introduction of the 'Textile Policy'; the Fashion Design
Assistance Program, the Program for Export Market Development, and
the Promotional Project Program. Of theée three, the Fashion Design
AssiétancevProgram was most oriented to the apparel industry. One of
its main dividions was Fashion Canada which worked to promote
Canadian apparel.65 Beyond the financial assistance provided to send
Canadian apparel producers to other countries or to entice foreign
buyers to Canada, government departments have compiled statistics,
market information, and other necessary details to aid apparel manu-
facturers who are intgpt on exporting.66

This éupport by the government in encouraging export sales has
contiﬁued through the 1970's. Fashion fairs in Montreal and, more
recently, Winnipeg have been used_since 1976 as a means of promoting
Canadian goods. Buyers from foreigh countries have received financial
assistance from the Canadian government to attend these promotions.

In summary, two areas to which the Caﬁadian government is be-

lieved to have directed policy decisions are the adjustment of levels

of apparel imports and assistance in developing apparel exports. These
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are not the sole areas of government concern regarding the apparel
indﬁstry, nor does the government completely control the ultimate
level of these two factors. However, federal policy decisions have

often been made with regard to these two items.

Indices of Performance in the Canadian Apparel Industry

In'the sécond section of this chapter, the Canadian apparel
induétry.wili,be examined. Some of the factors within the domestic
apparel indusfry‘that are freqﬁently identified as those reflecting
the health of the industry and may be affécted by government decisions
cnncérniﬁg imports and exports are shipments of domestically produced
apparel, the number of empléyees, the wage réte, the wage bill, and
the inVestment.in the industry.67 While it is recognized that these
may be but a few of the total factors affected, the scope of this
exploratory study will be limited to an examination of these indices.,
The remainder of this chapter will describe these indices and indicate
possible relationships‘with the alteration of governmental policy de-
cisions in the areas of imports and exports.

The apparel industry in Canada s involved in cutting, sewing,
and finishing a wide range of products that are generally sold to
domestic cnnsum_ers_‘and,institutions.68 Clothing is manufactured for
all age groups, but a single firm is usually engaged in production of
apparel for only one segment of the total market. Apparel manufacturing
can be divided into the three major areas of men's and boys' apparel
producfion, women's and girls' apparel production, and children's and
infants' apparel production. These subsectors account for approxi-

mately eighty percent of all apparel manufactured in Canada.69
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Apparel production can be found to some extent in almost every
province in Canada, but it has become concentrated in Quebec and
Ontario which shippped sixty-five and twenty-three percent, respectively,
of the apparel produced in Canada in 1977.70 On a smaller scale,
Manitoba has developed as a centre of apparel production. In that
same year Manitoba shipped almost six percent of Canada's appare1.7l

In this study the total apparel industry will be examined and
the following six subsectors: men's and boys' apparel produétion,
women's and girls' apparel production, children's and infants' ap-
parelbproducfion; the apparel industry in Quebec, the apparel industry
in Ontario, and the apparel industry in Manitoba.- Over the years,
some 'associations such as the Manitoba Faéhion Institute, the Children's
Appatel Manufacturers Associations, and the Apparel Manufacturers
Association of Quebec have been formed to assist groups with common
interests and problems in working together to reach mutually beneficial
goals.72' Reports concerning each of these groups as well as reports
by other groups have emphasized that each subsector holds a unique
position in the Canadian economy. These subsectors have indicated
that while similar to other subsectors in some aspects, each segment
may have experienced a unique impact from government decisions on im-
ports and exports.

For example, children's and infants' apparel producers re-
ported decreases in sales of their goods in May 1975 due to large
amounts of apparel products being imported from South Korea. This
segment of Canada's apparel industry found it could not compete with
these goods, nor could it organize well enough to lobby the federal

government for adequate protection from these im.ports.7
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The Manitoba apparel producing group formally presented briefs
to the Textile and Clothing Board many times, but in 1975 and 1976
they found that it was necessary to increase tﬂeir presentations re-—
garding damage to the industry created by imports. Leather garments
and outerwear were two areas where ‘harm was believed to be taking place.
They.believed that influxes of low cost apparel were contributing to
decreases in production in their industry.76 Imports were not the
only ‘area where the Manitoba group reported effects., Exports were
seen as an important means of maintaining production levels.77’78

"Men's and boys' apparel producers have asked for protection
from imports as they beiieve the bilateral agreements for 1979 through
1981 allow too great a quéntity of apparel into Canada. They fear
that-this segment of the industry will produce fewer items and be-
come much smaller if the quota levels are not adjusted.79’80

Reports on the Canadian Textile and Apparel industries have
also been done by such groups as the Canadian Economic Policy Committee,
the C.D. Howe Research Institute, banks, and government committees.
Thesé have been produced at the request of the government or in
response to concern ‘and interests in the apparel industry.

In 1976 the Canadian Economic'Poiicy Committee released a re-
port concerned with evaluating the 'Textile Policy' in terms of the
goals that had been established for this policy by the government in
1980. Pestieau, the author, hoped to extend the conclusions from this
report on one industry to other industrial segments where policies by
government were in effect.8l Information Qas computed through the usé

. . . . 82
of interviews and questionnaire surveys, and all segments of the

policy were examined. The report concluded that little success had
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been met in joint attempts by government and producers to plan for

the apparel industry.83 Government and industry were not in agreement
over the measures required to aid the industry and the procedures to
‘deal with industry problems were viewed as inadequate.84 The report

illustrated some areas where alterations were needed to aid success-

ful application of the 'Textile Policy'. The areas needing change
were agreement on current and future potential of the industry, crea-

tion of a climate of mutual confidence, implementation of necessary

tools to ensure cooperation between the government and industry, and

cleaf definifion of the rules of participants.
Pestieau produced a second report in 1978 for the U.D. Howe
Research Institute. While the focus of this presentation was on the
economic relationship between Quebec and the rest of Canada,86 much
“of the information was applicable to the Canadian apparel industry as
% a whole. This report concludes that the industry is not likely to be-
come viable in an international sense without government aid,87 and

that it is not desirable to maintain this industry beyond a minimum

level that could be required should world unrest prevent flows of sup-

plies to Canada.88 It does acknowledge the important role played by

this industry in employment of Canadians.89

In 1970, the Canadian Imperial Bank of Commerce discussed the
Canadian textile and apparel industry in its monthly newsletter, The

paper reviewed the rapid advances being made in technology and develop-

ment of products. Growth potential for this industry was seen as good,
as both the domestic market and export opportunities were believed to
be on an upswing.

The Provincial Bank of Canada reviewed the clothing industry's
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difficulties in a paper in 1976. It outlined the problems and
characteristics of the industry and concluded that Canadians will
have to choose between the higher prices of domestically produced

chothing and higher social costs created by such social upheaval as

unemployment if the industry is not protected from imports. The
solutions to the industry's problems were seen to be with the manu-
facturers who wduld have to work to ensure themselves a market share
in Canada.91

In 1978, the government called for an examination and analysis

of textile and clothing indﬁstries td determine appropriate action to
improve the economic pérformance‘of these manufacturing sectors. The
Sectér Task Force Report éhaired by J.E. Newell concluded fhat the
Canadian industry must become healthy again as it is an important con-
tribut¢mnt6 the economy. Prompt implementation of the recommendations
on productivity, fiscal and commercial policy, government incentive
programs,land trade policy would be necessary. A one billion dollar in-
creaée injproduction was anticipated if the recommendation were followed.92

These reports indicate that there is not a concensus on the

future of the apparel industry. Some groups believe that protection

of the industfy is too costly to maintain while others believe the ap-
parel group is important enough to the economy that protection must
be continued. Due to the conflicting nature of these reports, it is

valuable to examine the relationships between government influenced

factors and indices of the apparel industry and thus attempt to
clarify some aspects of these relationships. Discussion of various

indices of the apparel industry will follow.
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Value of Shipments:
Shipments of apparel produced in Canada are estimated at 317

trillion dollars for 1979.93 In constant 1971 dollars, this dis an

82.5 percent increase ofer 1961.94 These increases may, in part, be
explained by the population expansion creating additional demand for
apparel, As well a report by the C.D. Howe Research Institute has
suggested that sinee the late 1960's fashion has received new emphasis

and this has increased demand for apparel goods.95

Reports such as The Eighties and Beyond by the Canadian Ap~-

parel Manufacturihg Institute96 and that by the Consultative Task Force
on Textiles and Clothing97 propose that as the level of apparel imports
increases, the domestic apparel producers lose portions of the market
and thus reduce production of clothing.98 The government policy over
time has been to control levels of apparel imports to varying degrees,
with the perdod of tightest constraint being the impoéition of global
quotas during the years 1977 and 1978. Hence, it would seem that if
consfraints on apparel imports were great, domestic production would
maintain itself or.increase.

When introducing the 'Textile Policy' of 1970, exports of
domestically produced apparel were seen by the government as a means
to develoé longer production runs and would thus make Canadian produc-
tion internationally viable.99 The 'Textile Policy' anticipated that
Canadian apparel mapufacturers would rationalize their product lines
to be specialized and internationally ¢ompetitive.100 The expectation

seems to be that increasing exports would increase total shipments of

domestically produced apparel.
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Employment and Wages:
Apparel production requires large numbers of employees as its
cut and sew operations are labour intensivev.lol In 1977 approximately

95,000 people'were employed in all the aspects of the garment firms.102

Of this ten percent, or 9500, work in non-production areas.lo3
Employment is believed to be affected by changes in imports.

The Sector Task Force Report on the clothing industries gave the princi-

pal reasoﬁ.for declining employment as "increased import penetration of

104

markets," 'Pestieaufs report of 1976 for the Canadian Economic Policy

Committee also cited the expected relationship of apparel imports and
. . . . 105
employment in the Canadian apparel industry to be negative.

It is not made entirely clear what relationship can be expected
between employment in the Canadian apparel industry and exports. How-
ever, a Manitoba firm indicated in a report that by expanding its ex-

. . 106 . s
ports, it would increase employment, This seems probable since pro-
duction increases mormally require greater numbers of employees to £ill
the orders unless there &s a situation of production below capacity
or an improvement in mechanization.

Wages and salaries represent approximately twenty-five percent

' . 107 .
of production costs, Compared -to many of their counterparts through-
out the world, Canadian apparel workers are considered well-paid. This
has been cited as the major factor in prohibiting Canadian apparel pro-

108,109

ducers from becoming competitive internationally. Imports are

110,111

believed to increase as Canadian wages increase, Decreases in

Canadian wages may result in a lower price for domestically pypdduced
apparel and this may make it more advantageous to purchase Canadian

made products than import items.112
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The high cost of Canadian labour is reported by the Canadian
Apparel Manufacturers Institute as a constraining factor in exporting
apparel.‘113 The Manitoba Fashion Institute conforms to this belief,
as they claim exports 'dried up' because of increased Canadian wages
in 1975.114

In order to clarify'some of the possible relationships between
imports and exports and the indices of employment and wages, it may be
neceésary to coﬁsider the wages per employee or wage rate. This in-

dicator would control for fluctuations in the total wage bill that were

created by changes in the number of employees.

Investment:

Investment figures are divided into two areas; repair and equip-
ment investment and capital investment. Repair and equipment expendi-
tures are used to improve present facilities or equipment. Capital
expenditures cover the costs of new, durable plants and machinery.
Investment of capital has been used to represent investment in this
study.as it was felt thét the decision to build neﬁ establishments or
purchase new equipment is a more optomistic investment than repair of
presently owned facilities. Repair and equipment investment. may occur
due Fo necessity whereas capital investment would reflect more con-
sideration of future.expectations of the industry.

Pestieau's report for the C.D. Howe Research Institute claims
""investments are a function of both current and expected profits".l15
The Sector Task force profile of the clothing industry linked low

levels of investment with the uncertain expectations for the future

of the industry that are created by the increasing imports of apparel.
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. . ey eq s . 116 . .
This uncertainty inhibits long-range planning. Pestieau's earlier
" report for the Canadian Economic Policy Committee noted that at the
time of decreased non-tariff protection, investment in the textile

. . . . 117 .
and clothing industries increased. These reports present contrasting

expectations of relationships of imports with investment, thus making
it difficult to predict possible relationships.

Increasing export sales has been cited as the reason for in-
creaéing investment in apparel prqduction by Gemini Outerwear Limited,

1
a Manitoba apparel firm, 18 It is not made clear what other sectors

of the industry believe the relationship between exports and invest-
ment to be.

These are the suggested relationships between government in-
fluenced factors and‘indices of the Canadian é§parel industry. In re®
viewing the many reports by government, manufacturing, and outside
agencies, a quantitative relationship for any ofhthese has not been
found. While the qualitative reports have provided some explanations
for changes in the indices of the industry, the exact nature of the
relationships of policy decisions to the apparel industry over time is

not clear. Tt is believed that a study of a quantitative nature would

be-beneficial to the understanding of tﬁe Canadian apparel industry.




Chapter III
RESEARCH METHODOLOGY

The methodology of investigating this problem has been divided
into four sections. This chapter will discuss the definition of the
problem, the null hypotheses, the sources of information, and the

method of analysis.,

Problem Definitién:g

The general purpose of this exploratory study is to investi-
gate the trends in and relationships between the government influenced
factors of imports and exports and the indices of the Canadian apparel
‘industry for the time period 1961 through 1979. As-well,‘differences
in regional sectors and production segments of this industry will be
explored.

In order to étudy this problem, the five indices of the ap-
parel industry identified for examination are as follows: the value
of shipmenté, the'number of employees, the wage per employee (wage
vrate)bnthe total wages (wage bill), and the capital invested. Two
independent factors will also be detineated. They are the value of
apparel product imported and the value of apparel product exported,

The total Canadian apparel industry will be examined as well
as six segments. Three segments are defined by age and sex of their
target market. They are men's and boys' apparel production, women's
and girls' apparel production, and children's and infants' apparel

production. The remaining three segments are defined by region of

i
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|
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production., The regions to be examined are Quebec, Ontario, and

Manitoba.

Hypotheses:

The following hypotheses have been developed and are stated

in the null form.

1. There will be no

significant trends,indicated by any index

of any segment of the apparel industry throughout the

nineteen year period.

2. There will be no

significant trends indicated by the wvalues

of apparel imported throughout the nineteen year petiod.

3. There will be no

significant trends indicated by the values

of apparel exported throughout the nineteen year period.

4, There will be no
product imported
industry for any

5. There will be no

product exported

relationships between the value of apparel
and the various indices of the apparel

of the segments of the industry.
relationships between the value of apparel

and the various indices of the apparel in-

dustry for any of the segments of the industry.

Information Sources:

Statistics Canada publications were used to obtain the total

annual values of each indices of each segment of the apparel industry.

As these values are secondary information, normal validity and reli=

ability has been assumed except where deviations were delineated by

Statistics Canada.

The values of the indices were collected for the years 1961

through 1979. TFor comparative purposes, all monetary figures were
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converted to 1971 dollars. There was no index for the total apparel
industry, thus the men's and boys' industrial price index for clothing
was used to convert all figures except total wages to constant dollars.
Wages were converted to constant 1971 dollars by using the 'Average
Weekly Earnings in Manufacturing Current Dollars and Adjusted for
Changes in the Consumer Price Index' table found in Statistics Canada
publications. All sources of information are lisfed in Appendix 'A'.
Information on the value of shipments, the number of employees,
and the total wages was collected from yearly publications of Manu~

facturing Industries of Canada for each of the segments of the industry

for the years 1961 through 197%. The 1978 and 1979 values for ship-

ments were taken from Inventories, Shipments, and Orders in Manu-

facturing Industries. Employment and total wage figures for these

latter two years were derived by calculating the average monthly figures

as published in Employment, Earnings and Hours. Wages per employee

were calculated by dividing the total wages of a segment of the ap-
parel industry by the number of employees in that segment for each year.
This index was necessary to control for changes in the payments to
employees in a given year. |

Capital expenditures were taken from Private and Public Invest-

ment in Canada, as well as an occasional publication Investment

Statistics. The expenditures for the total industry, men's and boys',
women's and girls', and children's and infants' apparel production refer
only to capital uséd in the clothing industry. In the children's and
infants' apparel manufacturing industry actual expenditures were not
always available due.to confidentiality rulings by Statistics Canada.

Wherever possible preliminary figures or estimates as published by
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Statistics Canada were used. There were no known published figures
for the children's and infants' apparel industry for the years 1961,
1970, and 1971,

Capital expenditures for apparel production in the province of
Manitoba were not available for any years due to confidentiality rulings.
For the province of Quebec and Ontario capital spending for the clothing
industry alone was available for 1973 through 1979 only. Prior to 1973
the capital investment of the clothing industry was combined with that
of the knitting industry. For the purposes of this study, capital
spending for clothing and knitting from 1961 to 1979 and clothing for
1973 through 1979 were both used in analysis of the Quebec and Ontario
apparel industries.

For all segments of the apparel industry, 1978 capital spending
figures are preliminary estimates and 1979 figures are estimates only.
These were also taken from Statistics Canada publications,

The value of tmports was used as the indicator of apparel ship-
ments as it was.consistently reported. The quantity of apparel imported
was not always given and therefore was not used in the study. This in-
formation was taken from the annual publication Imports. To derive
figures for imports in the men's and boys', womends and girls', and
children's and infants' sectors each category of import was assigned
to the appropriate area of apparel production and these were then
totalled to arrive at an import figure for each industry. If the im-
port category could not be assigned to a specific apparel segment, or
included more than one segment, it was omitted from these calculations.
These calculated values of apparel imports for these three segments

of the apparel industry accounted for 21.4 to 45.9 percent of total

[
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apparel imports through the nineteen year period. Thus the import
figures for these sectors are not all-inclusive and may be less than
accurate in reflecting actual imports. Due to this uncertainty re-

garding these figures, each index of each segment of the apparel in-

dustry was also considered for relationships with the total value of
imports for the apparel industry.

Import figures were not available for the three provinces, as
apparel is often purchased by a retailer and delivered to only omne

port in Canada and distributed from that point. Indices of the apparel

industries in each of the provinces were compared to the total value
of imporss.

Export vaiues were collected by category from the annual
Statistics Canada report Exports. The same methoddlogy as was used
for imports of each segment of the apparel industry was fplloﬁed to

derive figures for exports of men's and boys', women's and girls',

and children's and infants' apparel. Exports of apparel for these
segments ranged from 0.5 to 32.6 percent of total apparel exports. E’fJ
As these figures are seen as somewhat less than comparable from year

to year, the total exports for the Canadian apparel industry were con-—

sidered for relationships with each of the indices of the appéfel in-
dustry.

Export values of the provincial apparel industries were avail-

| able from 1966 to 1977 from unpublished Statistics Canada sources.

Exports from various areas of Canada are usually attributed to the
province of manufacture but if shipments are combined, or resold prior
to export, they are denoted as being a product of the province involved

in the last transaction prior to leaving Canada. In recognizing this
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limitation of the data, indices of the provincial apparel industries
were also examined in relation to the total apparel exports of Canada.
The time period 1961 to 1979 was used as this included the
initial, formal import restraint program implemented by the Canadian
government to affect low-cost apparel imports., Values for each of the
indices were not always reported with normal reliability and validity

prior to 1961.

Method of Analysis:

In order to analyze the indices for significant trends through-
out the nineteen year period, each index for each industry segment was
plotted on a graph. A linear trend line of best fit for the years 1961
to 1977 was then calculated using the least squares method.119 An
Olivetti Programma P602 program was then used to determine the-strength
of the relationship between time and the index using the Pearson's cor-
relation coefficient. The value of the Pearson's 'r' was then tested
for significance by deriving a 't! value.120 The .01 level of proba-
bility was accepted as indicative of significance while the ,001 level
was considered highly significant.121

Testing for thé strength of relationships between the values
of apparel product imported or exported and the indices of the apparel
industry was done by using the Olivetti Programma P602 to perform the

'v' for these factors. In all

parametric calculation of Pearson's
instances, excepting the values of imports and exports, 1978 and 1979
figures were estimates or preliminary figures that were not entirely

comparable to the figures of previous years. It was recognized that

these figures might distort the relationship, thus correlations were
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derived for each factor using 1961 to 1977 figures and again using
1961 to 1979 figures.

As previously indicated, the value of imports and exports for
the segments of the apparel industry may not be entirely reflective
of actual occurrences due to changes by Statistics Canada in the
categories of recording these figures and the difficulty in assigning
all categories of imports and exports to an appropriate apparel seg-
ment. To eliminate these variations as much as possible when consid-
ering the possible relationships between imports or exports and indices
of the apparel industry; each index for each segment of the apparel
industry was correlated with the total value of imports or exports.

For certain indices for some segments of the apparel industry,
values were not available for a specific year. 1In such a case all
values of both imports em exports and those of the industry segment
were omitted from the correlation calculation.

As with the analysis of the trends of the indices, the Pearson's
'r' was tested for significance by calculating a 't' value. The .01

and .001 probability levéés were considered significant.
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Chapter IV
RESULTS AND DISCUSSION

In this study information was obtained regarding the trends of
the indices by graphing the figures'for the nineteen years. As well,
the nature of thé relationships between the values of imports and
exports and the indices for the Canadian apparel industry and six sub-
sectors was established. The information regarding the trends and

relationships is presented and discussed in this chapter,

. Trends of Indices of the Canadian Apparel Industry

Graphing of the indices, as well as the values of imports and
exports in the constant dollar form for the 1961 to 1979 time period.yield-
ed some ‘general informatien.about the Canadianm apparel industry and-the
sixvsubsectors studied in this paper. The slope of the line was cal-
culated for the 1961 &n071977 time period for all indices and correla-
tion coefficients were calculated with time and each indice for the

same time period.

Value of Shipments:

The total apparel industry and all subsectors except children's
and infants' have shown significant general increases in shipments over
the seventeen year period (p = .001). (See Table 4.1.) Shipments
peaked in 1966 in all sectors. In 1977 concurrent decrease occurred.
Other than these two trends, each sector tended to display an in-
dividual pattern over the time period under study. (See Figures 4.1,

4,2, and 4.3.)




Table 4.1

A Comparison of Time and Indices of the Apparel

Industry, 1961-1977
('r' values)
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Overall, the total apparel industry has increased the value
of shipments significantly (p = .001) through the 1961-1977 time period.
(See Figure 4.1.) Decreases in shipments in real dollars occurred in
1967 and 1970. The recession of 1974 and 1975 seems to have created
another decrease in shipments. While 1976 was a year of increase
sales, shipments in 1977 dropped in real dollar terms. This decrease
may have been the time lag required by the clothing industry and re-
tailers to adjust to the global quotas that had been imposed in late
1976, The estimates figurés for 1978 and 1979 suggest that the positive
trend of previous years has continued.

. Shipments have increased significantly (p = .001) in the men's
and boys' apparel industry through the 1961 to 1977 time period. (See
Figufe 4.2.) Increasing values in real dollars were shipped in all
years except 1970, 1974, 1975, and 1977. Again the slump in shipment
in 1974 and 1975 may have been caused by a general recession and the
1977 decreases may represent adjustment to global quotas, Peak years
were 1973 and 1976 which may be reflective of strong economic condi-
tions at those times. The generai positive trend appears to have con-
tinued in 1978 and 1979.

quen;s and girls' apparel production displayed a positive
trend throughout the seventeen yeérs (p = .001). Decreased shipments,
in real dollars, occurred in 1967, 1974 and 1977. Economic recessions
in 1967 and 1974 may have created the drops in sales in 1967 and 1974,
whereas the global quotas may have affected shipments in 1977. Values
for 1978 and 1979 suggest that the general positive trend is continuing.

Men's and boys' and women's and girls' apparel shipments have

exhibited similar levels throughout the nineteen years. Women's and
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girls' apparel productiqn was greater than in the men's and boys' seg-
ment from 1962 to 1971. However, men's and boys' shipments were greater
from 1972 to 1979 with the exception of 1978, There may have been
greater protection from imports of men's and boys' apparel in this
latter time period which may have allowed increases in domestic produc-
tion. This same level of protection may not have been available in

the women's and girls' apparel market. Thus, domestic producers of
these goods were not able to maintain their dominance over domestic
men's and boys' apparel producers.

Children's and infants"apparel producers have shipped relatively
low volumes of apparel throughout the 1961 to 1979 time period. The
value of shipments in real dollars did not exhibit a significant
relationship with time. Increased values of shipments occurred until
1969. The decreased sales in 1970 may have been created by an economic
recession. Shipments increased in 1971 and continued at a relatively
constant level until 1975 when a marked decline began that continued
through 1977. As suggested by children's and infants' apparel pro-
ducers th#s decrease may be a result of increased imports from low
cost countries, such as South Korea.123 As well as increased imports
of this type of apparel, it is possible that the age composition of
the pgpulation has been chaﬁging and this has resulted in a decreased
demand for children's and infants' apparel. The 'baby boom' group
has progressed out of the children's and infants' sector and has in-
creased demand for men's and boys' and women's and girls' apparel.l

Quebec, Ontario, and Manitoba consistently increased the value
of shipments from 1961 to 1966. (See Figure 4.3.) Thereafter the

patterns of shipments vary by province.
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Shipments of apparel from the province of Quebec exhibited a
significant positive trend from 1961 to 1977 (p = .001). After 1966,
the value of shipments, in real dollars, continued a general incfease
until 1974 that was interrupted only by a decline in 1970. This
decline in 1970 may have been due to the summation of problems during
the 1960's that possibiy were resolved by the 'Textile Policy' during
the ensuing yeafs_until 1974, TFrom 1975 to 1977, this province's
apparel industry maintained a lower, but fairly constant level of
shipments. Adjusting to greater imports an economic recession, and
the new global qiuotas may have helped create this plateau. The 1978
and 1979 estimate figures suggested a reversal to this trend and the
value of shipments in constant dollars was again increasing.

The gemeral trend of the value of shipments was positive
(p = .001) in the Ontario industry. However, after 1966 shipments
declined until 1971. 1Increases in 1972 and 1973 may have been a
result of protection afforded through appeals to the Textile and
Clothing Board, or a_geheral upswing inAthe economy. While the real
dollar value of shipments declined in 1974, steady increases have
occurred thfough to 1977. Possibly this industry segment has diversi-
fied andvrationalized produetion into areaé that allowed for improve-
ment of sales. Protectidn of this industry from imports may also
have been sufficient to allow shipments to increase. The estimate
figures fo? 1978 and 1979 indicate that this upward trend has continued.

Manitoba's shipments had a significant positive relationship
with time (p = .001). After 1966, the value of shipments continued
to increase until 1973. However since that time decreased occurfed

until 1977. 1In part, the industry may have been able to grow in real
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dollar terms until 1973 because it had been relatively small in 1961
and, therefore, had many markets open for expansion. As well, it may
have been producing items that were not produced by foreign countries

to standards that were acceptable to the Canadian market. By 1974,

the industry may have diversified into areas that were more susceptible
. Lo 125 . o . . .

to import competition, This competition combined with an economic

recession possibly created a downward pressure on production levels

in Manitoba., Estimates for 1978 and 1979 suggest that this down trend

may be reversing.

In summary, the null hypothesis stating that no significant
trends would be found with the index value of shipments must be
rejected for the total apparel industry and all segments except

children's and infants' apparel production. The null hypothesis can

i
!
j
:
i
|
|

be accepted for the children's and infants' segment.

I
i

Employment:

Employment increased significantly in the total apparel in-
dustry (p = .01) and in the men's and boys', women's and girls', and
Quebec segments (p = .001) . A significant negative relationship

(p = .001) was found between time and employment in the children's

and infants' sector. No significant relationshiips were found be-
tween time and the number of employees in the apparel industries in

Ontario or Manitoba. (See Table 4.1.)

In the total apparel industry, employment increased from 1962
to 1966, This expansion may have been necessary to increase production
to meet the need of a growing population. (See Figure 4.4.) From 1967
to 1970 there were erratic, but lower employment levels that may have

been partially caused by increased imports. As apparel imports increased,
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domestic producers may have felt uncertain about the level of ship-
ments and dismissed employees. However, employment levels increased
each year after 1970 until 1973. Shipments were increasing during
those yeérs and more employees were needed to produce the apparel.
Since 1973 there has been a continuous decline in the number of
employees with the exception of 1976, Imports may have taken more
market share and_thus reduced the need for high employment levels.

As well, procedures within the industry may have become more mechanized
and these new methods require fewer people. .Overall, employment in-
creased (p = .01) over time.-

Employment in fhe men's and boys' industry also increased
significantly (p = .001) over'time. (See Figure 4.5.) Some increase::
in level of employment was seen from 1961 to 1966 which was probably
due to expansion of the Canadian market. Although 1967 employment
levels were lower, a general increasing trend began that continued
until 1973, This second increase was likely in response to increased
demand as well, Since 1973, employment has followed a declining trend
with the exception of 1976. Possibly mechanization has replaced the
need for some employees.

Women's and girls' apparel industry employment generally in-—
creaséd from 1962 to 1972, excepting a decline in 1970. Thereafter
the trend was constant or declining employment through to 1977. Again
mechanization mayhhave improved production procedures in the latter
yvears and lowered the demand for people. Possibly there has been a
loss of market share in these latter vears and this has reduced em~
ployment requirements. Employment related positively to time in this

segment (p = .001).
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Children's and infants' apparel production has employed fewer
people than either the men's and boys' or women's and girls' segments.
Over the 1961 to 1977 time pe;iod employment has tended to decline
(p = .00l). Increases in the number o employees occurred from 1962
to 1965, but this was followed by a period of decreasing employment
that continued until 1970. Economic recession may have, in part, con-
triButed to this decline. From 1971 to 1974, the number of employees
increased slightly or remained relatively constant. The 'Textile
Policy' may have helped this apparel production segment to improve
its posifion with regard to imports and therefore increase employment.
However, after 1974, a genemal decrease in employment occurred through
1977. The imposition and adjustment to global quotas and an economic
recession may have precipitated this decline., Estimate values for
1978 and 1979 suggest employment has increased once more.

Employment in the Quebec apparel industry tended to increase
from 1961 to 1977 (p = .001). (See Figure 4.6.) The number of employees
- gEneréllyfincﬁeasediftdm’1961fto.l966,npossibly due to increased’ demand
for apparel. A period of low empioyment was found from 1967 to 1970.
-Imports may have created uncertainty with. regard ‘to shipments.and lower
numbefs of employees were maintained. Employment generally increased
from 1971 to 1973, Demand for and shipments of apparel increased at
that time, thus creating the need for more employees. Excepting the
employment level in 1976, there has been a general decline in employ-
ment since 1973. This may be due to improved, mechanized processes,
or to uncertainty created by rising import levels.

There was no significant relationship between time and the

number of employees in the Ontario apparel industry. Employment
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increased or remained stable from 1962 to 1966, After this period,
decreasing employment continued from 1967 to 1971. In 1972 employment
improved somewhat, only to decline again in 1973 and 1974, This
decline may have been created by an economic recession., While the.
number of employees increased in 1975, the subsequent years have shown
decreasing levels of employment, Estimates for 1978 continued this
trend although 1979 figures showed an increase in the number of em-
ployees. Possibly in this industry progressive improvements have been
made in mechanizing procedures and thereby reducing the need for
employees.

Employment in Manitoba's apparel industry also did not display
a significant relationship with time. Generally employment increased

or remained constant until 1973, Thereafter employment decreased until

1977 with the exception of 1976 when a slight increase occurred. During

the years since 1973 imports may have hampered the ability of the
industry to expand or there may hmve been difficulty in recruiting more
employees., As well, improved mechanization of processes may have con-
trolled the need for more employees. The figures for 1978 and 1979
suggested that the downtrend in employment was reversing.

The null hypotheéis stating that no significant trends would
exist between time and employment can be accepted for the Ontario and
Manitoba apparel industries. However, the hypothesis must be rejected
with regard to the total apparel industry, and the men's and boys',

women's and girls',cchildren's and infants', and Quebec segments.

. Wages#

The wage rate and time exhibited a positive relationship from
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1961 to 1977 in the children's and infants' apparel industry (p = .01).
A negative relationship was found in the women's and girls' and Ontario
industries (p = .001l). There were no significant relationships dis~
played in the total apparel industry, men's and boys', Quebec or
Manitoba segments. (See Table 4.1.)

In the total apparel industry, the wage rate followed a constant
or decreasing trend from 1963 to 1972, (See Figure 4.7.)  The in-
dustry may have improved production so that less highly skilled and
therefore highly paid employees were needed over this time period.
After 1972, the wage rate increased until 1974 and remained relatively
constant at that level until 1977. Unions may have intervened to ob-
tain higher wage rates, or the industry may have had to pay more to
encourage people to work in the apparel industry.

Wége rateé in the men's and boys' industry followed a cyclical
pattern from 3961 to 1967, but increasing in 1968 and 1969. The cycli-~
cal pattern may have been created by the periods of wage contracts in
this segment. After 1969, tﬁe wage;rate fell in real dollars until
1973. Mechanization and employment of lower cost employees may have
caused tﬁis decline. Wage rate rose in 1974 and remained constant
through 1977 with the exweption of an increase in 1976, Higher wage
rates‘may have been necessary to entice people to work in this in-
dustry. The wage rate paid to men's and boys' employees was lower
than that paid to employees in the women's and girls' segment until
1969. After that year the men's and boys' émployees earned more per
person than the women's and girls' appargl workers and this trend has
continued through 1977 with the exception of 1974;

In the women's and girls' apparel industry, the wage rate related
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negatively with time (p = .001)., After 1963 the wage decreased in

real dollar terms until 1972, Mechaﬁization may have caused the de~
clining rate. Increasing wage rates were found in 1973 and 1974, but
1974 and 1975 rates were again lower. During 1973aand 1974 the producers
mal have felt it was necessary to pay higher rates to obtain more
employees, but reversed their decision in later years. The high cost
or improved mechanization possibly caused the reversal of the first
decision.

The children's and infants' apparel production employees have
consistently been ﬁaid lower.than employees in the men's and boys' and
women's and girls' segments except in 1976 and 1977 when the wage rate
of the children's and infants' segment exceeded that in the women's
and girls' sector. The wage rate in the children's and infants' sector
related positively with time from 1961 to 1977 (p = .ol). Improve-
ment of the wage rate generally occurred from 1961 to 1968 in real
dollar terms. These increases may have been encouraged by worker
pressure on the employe; to reconcile the desparity between the low
wage rates in the children's and infants' sector and the higher rates
in the other sectors. However, the constant dollar value of the wage
rate fell from 1969 to 1972. Mechanization and employment of lower
cost éﬁployees may have created this decline. Since 1972, the wage
rate has continuously increased. Again, pressure may have been exerted
to pay more equitably with other industry sectors, or it may have been
necessary to increase rates to ensure employment levels were maintained.

The Quebec apparel industry did not display a significant rela-
tionship between time and the wage rate. From 1961 to 1972 there was

an erratic but general decline in the real dellar value of the wage rate.
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Mechanization may have contributed to this, Increased wage rate pay-
ments have occurred from 1973 to 1976. In 1977 the wage rate was
slightly lower than the 1976 level. These increasing wage rates may
have been necessary to encourage people to work in the industry.
(See Figure 4.8.)

- Wage rates in Ontario related negatively with time from 1961
_to 1977 (p = .001). 1In real dollars, a declining trend of the wage
rate occurred from 1963 to 1971. As in the other sectors, improved,
~mechanized processes may have allowed for employment of lower cost
employees. Increased rates were paid in 1972 through 1974, possibly
to encourage employment. Since 1974, there have been erratic changes
in the wage rate.

The Wage rate in Manitoba has consistently been the lowest of
these three provinces throughdut.the nineteen years. No significant
relationship was found between time and the wage rate for this seg-
ment, In 1961 the constant dollar wage rate was at the highest level
of the nineteen year period. Decreases in this rate occurred from
1962 to 1964. The rate in 1965 improved but was followed by a lower
rate in'1966. This pattern of a high fate followed by a lower.wage
rate fhe next year continues through 1978. Negotiation of contracts
may have occurred in a two year cycle and caused this pattern. Generally,
the Wage rate decreased in feal dollars from 1967 to 1972, From 1973
to 1975 there was improvement in this rate but 1976 saw a decline. The
value for 1977 was higher than the 1975 level. Estimate rates for 1978
and 1979 were the lowest seen by this segment in the nineteen years.

With regard to the null hypothesis stating that no significant

trends existed between time and the wage rate, there are mixed results.




50

The hypothesis in the null form can be accepted for the total industry,
the men's and boys', Quebec, and Manitoba segments. It is rejected
for the women's and girls', children's and infants', and Ontario sectors.

The wage bill increased significantly over time in the men's
and boys' (p = .001), women's and girls' (p = .0l), and Quebec
industries (p = .001). It deéreased significantly in thé children's
and infants' and Oﬁtario sectors (p = .001). No significant relation-
ships Qere found between time and the wage bill iﬁ the total apparel
industry or the Manitoba segment. (See Table 4,1.,)

In the total apparel industry, the wage bill dncreased from
1962 to 1966. Decreased amounts were paid in real dollars in 1967 and
1968. (See Figure 4.9.? An increased wage bill occurred in 1969 but
further decrease took place in.l970 and 1971, Employment followed a
similar pattern from 1962 to 1970 and is probably the factor con-
tributing to the fluctuations in the wage bill, The wage bill again
increased in 1972.through 1974. 1In 1975 there was a lower wage bill
payment which again.can be attributed‘to the feweriemployeés due to
the economic recession at that time. While the wage bill increased
in 19i6,.it decreésed in 1977. The 1978 .and 1979 estimates for this
index show a continuation of this decreasing trend.

| The wage bill of the men's and boyé' apparel industry increased

significaﬁtly overtime (p = .001). (See Figure 4.10.) Increase in the
wage bill comsistently occurred from 1961 to 1966. 1In 1967 and 1968
the wage bill decrease, but this reversed in 1969. While there was
another decrease in 1970 and 1971, the 1972 and 1973 wages bills in-
creased., Since 1973 there has been a general decrease in this bill

with the exception of 1976. Possibly-the recession of 1974 and 1975
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contributed to this. Estimate figures for 1978 and 1979 show the
continuation of this downtrend. The general trend of an increasing
wage bill from 1961 to 1977 can probably be attributed to increasing
employment in this industry sector. The ﬁage ill of the men's and
boys' apparel industry was greater than that of the women's and girls'
and children's and infants' segments.

In the women's and girls' apparel industry, the wage bill
also correlated positively with time‘(p = ,01). Although the 1972
wage bill was lower in real dollars than the 1961 bill, there were
continuous increases in this index after 1962 that continued until
1969, The wage bill dropped in 1970 but again made a continuous in-
crease through 1974. An economic downswing in 1975 may have created
the lower wage bill in real dollars in that year. This downtrend
continued through 1977. Estimate vélues for 1978 were lower than 1977
figures, but 1979 values were up slightly. The general increasing
trend of this wage bill has probably been created by increased numbers
of employees.

The wage bill of the children's and infants' sector decreased
significantly throughout the 1961 to 1977 time period (p = .001), In
real dollars the wage bill increased from 1961 to 1965, but thereafter
decreased until 1970. ‘Although some real dollar improvement was made
between 1971 and 1974, the recession of 1975 seems to have precipitated
a decline in the wage bill that continued through 1977. The estimates
of the wage bill for 1978 and 1979 show some increases have occurred;
‘This negative trehd of the wage bill can be attributed te decreasing -
employment by -this:segment of the industry.

Quebec apparel industry's wage bill relate positively with time
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(p = .001). (See Figure 4.11.) 1In real dollars the wage bill increased

from 1961 to 1966. Although a drop in real dollars occurred in 1967,
increased wage bills were found in 1968 and 1969. Another slump took
place in 1970, but increased or constant wage payments continued after
that year through 1976, In 1977 the real dollar valué of this index
fell and this trend appears to have continued with the estimate values
for 1978 and 1979. The trend of an increasing wage bill in the Quebec
industry can be attributed to increasing employment between 1961 and
1977.

Ontarie's wage bill decreased signifiéantly in real dollars
between 1961 andvl977 (p = .001)., Although the wage bill increased
from 1962 to 1966, this was followed by a decline that continued until
%971. A slight improvement was made in the wage bill from 1972 through _
1976, but the 1977 value was lower than that of 1976. While the
estimate for 1978 shows a further decline in the real dollar value of
the wage bill, the 1979 estimate suggests an increase. The negative
trend of the wage bill in this industry segmeﬁt may, in part, be
created by the decreasing trend of the wage rate..

The ﬁage bill of the Manitoba apparel industry did not display
any significant reiationShip with time. Increased wage bills were
found eae¢h year from 1961 to 1966. A slight decrease in real dollar
terms occurred in 1967 and thereafter the wage bill remained constant
or increased until 1973, Sipce that year the real dollar value of the
wage bill has decreased until 1977, Estimates for 1978 and 1979 sug-
gest the wage bill may have increased in these years.

The null hypothesis which states thaf no significant trends

would be found with this index throughout the time period can be




accepted for the total apparel industry and the Manitoba segment. 1In

the other segments this null hypothesis must be rejected.

Capital Investment:

This index was the most variable of those investigated. Generally,

a period of increasing investment was followed by a period ofvvery low
investment., 'This cyclical pattern tended to be found in all segments
of the apparel industry.

Invesfment in the clothing industry did not display any signi-

ficant relationships with time for the total appatel industry nor for

any of the six segments. Capital investment in the clothing and knitting

industries of Quebec and Ontario also did not have any significant re-
lationships with time. (See Table 4.1.)

In the total apparel industry, the cyclical trend has shown
peak years to be 1966, 1969, and 1973. The estimatesvalues for 1978
indicate a peak at that time, as well. (See Figure 4.12.) Invest-
ment may have increased in real dollars in 1973 due to an increasing
sales trend and the relatively promising economic conditions at that
time. The years of low investment were 1962, 1967, 1970 and 1977.
There were slight economic recessions in 1962, 1967, and 1970 that may
have influenced these values. In 1977, there may have been uncertainty
regarding production and shipping on a long term basis as global quotas
were only to be in effect for a two year term.

Investment in the men's and boys' apparel industry peaked in
1965, 1969, and 1973. (See Figure 4.13.) As in the total industry,
the estimate value for 1978 suggests another peak. The increased in-
vestment from 1971 to 1973 may have been influenced by the producersv

expectations of support for the maintenance of their industry by the
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'Textile Policy'. Periods of low investment have occurred in 1961 to
1962, 1968, 1970, and 1977. The decreasing trend that took place from
1973 to 1977 may have been a reaction to the increasing levels of im-

ports that continued to 1976. Investment in the men's and boys'

apparel industry has consistently been greater than that in the
women's and girls' and children's and infants' segments.

The investment pattern in the women's and girls' industry was
cyclical from 1961 to 1970 with relatively smaller distances between

the high and low periods. This may have occurred as the industry

worked to maintain its capacity or to increase moderately, Possibly
the industry was not working as a whole to make major alterations to
the nature of the industry. After this period investment increased
sharply until 1973, Increased investment may have been encoqraged by

the government's urging that rationalization take place within the
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apparel industry. Investment levels were high in 1975 and are esti-
mated as peaking in 1978 as well. A period of low investment during
1976 and 1977 may have been the industry's reaction to the high import
levels and the short term nature of the global quota restraints.

Investment values for the children's and infants' apparel in-

dustry displayed an increase in 1965 and thereafter decline until 1969.
The decline may have been partially due to an economic slow down and
partially the reaction by the industry to increasing imports. Values

for investment in this sector were not available for11970 and 1971,

Peak years of investment thereafter were 1972 and 1976. These may re-
present attempts by the industry to restructure the type of production
carried out so as to better survive in terms of increasing imports. In-

vestment in the children's and infants' segment is lower than that in
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the men's and boys' or the women's and girls' sectors.

In the Quebec clothing and knitting industries, investment was
relatively low from 1961 to 1967. This may represent only the capital
investment that was required to expand slightly intbhese industries.
In 1969 and 1972 to 1973, investment levels were very much higher.
There may have been an attempt to rationalize product lines to become
more viable at these times. Since 1973, investment has declined,
possibly in reaction to uncertainty created by increasing imports.
When the investment in the Quebec clothing industry only was considered,
there has been a general decline since 1972.

The investment in the Ontario clothing and kﬁitting industries
increased from 1961 to its highest level in 1966. Thereafter invest-
ment was low until increases began in 1972 to peak in 1974, This may
have been in response to increasing shipments of apparel. Investment
declined in 1976 and 1977. Possibly there was uncertainly due to in-
creasing imports and the short term agreement to impose global quotas.
In Ontario's clothing industry, investment was high in 1974, but again
decreased in 1975 and 1976.

4 The null hypothesis statigg that no significant trends would
be found in this index can be accepted for the total apparel industry
and aii of the segments except the Manitoba industry. Investment

figures for the apparel industry in Manitoba were not available.

Value of Imports:
The value of imports of apparel has increased significantly in
the total apparel industry and the men's and boys', women's and girls',

and children's and infants' segments (p = .001). (See Table 4,1,)
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There were no import values available for Quebec, Ontario, or Manitoba.
Although apparel imports by the total apparel industry decreased
somewhat from 1961 to 1963, they increased from that time until 1968,

(See Figure 4,15)) There were lower values imported in 1969 and 1970,

but a period of increasing levels then continued until 1976, This
period of continuous increase may reflect the greater demands created
by increased population. Possibly the measures taken by the govern-
ment did not act to restrain imports to a constant level,

Men's and boys' apparel imports increased until 1969, fell

through 1971 and increased again until 1974. (See Figure 4.16.) The
decrease in 1970 and 1971 may be an indication of a cautious approach
by exporting countries prior to fhe institution of the 'Textile Policy'.
Subsequent increases may have been created by an improved economic out- 3
look and expanding markets. Decreasés in 1975 may have resulted from |
a slightly depressed Canadian market. The values of imports rose év
sharply in 1976 but decreased in 1977 and 1978. The decreasesin 1977 .
and 1978 may be attributed to global quotas while the increase in f_
1979 suggests the bilateral agreements may not be as adequate at |
limiting the volume of imports as global quotas.

Women's and girls' apparel imports have never been as great as
PP D

those of men's and boys' sector, but they had followed a general in-
creasing trend until 1976. Again global quotas appear to be the

factor that reduced imports of these goods in 1977 and 1978. However,

bilateral agreements seem to be allowing for less growth of imports
in this area than in men's and boys'.
Children's and infants' apparel imports were relatively stable

until 1970, when they began an increase that continued through to 1973.
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Perhaps during this time there was little effective control instituted
at the request of Canadian producers to ward off apparel imports in
this category. Decreasing values of apparel were imported during 1974
and 1975, but an increase occurred in 1976, Since then, apparel imports
for this segment of clothing have remained relatively stable. Global
quotas and bilateral agreements may not have been as effective in
protecting this industry as in protecting men's and boys' and women's
and girls'.

The value of imports has displayed significant trends in the
total industry, men's and boys', women's and girls', and children's

and infants', sectors. Therefore the null hypothesis must be rejected.

Value of Exports:

A significant, positive trend was found with the value of ex-
ports of the total apparel industry and the men's énd boys' segment
(p = .001). (See Table 4.1.) There were no significant trends found
in the women's and girls', children's and infants', Quebec, Ontario,
or Manitoba segments.

Export sales of the total apparel industry increased from 1961
to 1966, fell slightly in 1967 and continuously improved from that year
until 1974, (See Figure 4,17.) The government support in encouraging
export sales in the late 1960's and early 1970's may have aided the
industry in achieving the consistent dncreases through that period.
After 1974, export sales in real doilars decreased each year until 1977,
An improvement seems to have occurred in 1978 and 1979.

In the men's and boys' apparel industry, exports remained

relatively constant from 1961 to 1967. (See Figure 4,18)) Thereafter,
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export sales grew until 1974 with the exception of a slump in 1970.
Again, government support seems to have aided export sales during this
period, Decreasing values were exported in 1975 aidd 1976, Some re-
covery was made in 1977 but the 1978 value continued the downward trend.
The figure for 1979 shows some improvement in sales was made. In the
vears since 1974, this segment may have been struggling to survive in
the Canadian markef and was not able to develop the necessary attributes
to encourage export sales,

There was no significant relationship between time and the
value of exports . in the women's and girls' apparel industry. Export
sales increased from.l970 to 1972, decreased in 1973 and increased
again in 1974. In 1975 and 1976 export sales decreased to a level be-
low that of 1970. While 1977 and 1978 values were greater than the
1976 level, the 1979 value was again below the 1970 level. As in
the men's and boys' industry, this segment may have experienced dif-
ficulty in maintaining its position in the Canadian market and thus,

did not develop export sales. When domestic markets.were protected
stringently from imports during 1977 and 1978, this segment was able
to again increase exports. Exports of women's and girls' apparel were
greater than that of.ﬁen's and boys' until 1975 and 1976. 1In 1977
through 1979, exports of women's and girls' clothing again exceeded
that of men's and boys'.

In the children's and infants' sector, export sales did not
display any significant trends. Export levels were relatively con-
stant from 1974 to 1976 but dropped to a lower level in 1977 and re-
mained there through 1979. The children's and infants' apparel in-

dustry consistently exported less than the men's and boys' and women's

;
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girls' sectors. DPossibly Canadian producers of children's and infants'
apparel did not have low enough costs to entice foreign buyers and
have not succeeded in developing other attributes in their products

that might establish a comparative advantage for them in export markets.

Export smles from Quebec's apparel industry did not relate
significantly with time. From 1967 to 1973 export sales increased,
but a general decline then occurred until 1976, In 1977 exports im-
proved somewhat andtthis trend continued in 1978 and 1979. (See Figure

4.19.) The government aid to producers who were intent on exporting

during the late 1960's and early 1970"s may have created the increasing
sales levels at that time. Quebec exports more apparel than Ontario or
Manitoba.

Ontario's exports of apparel increased or remaindd constant
from 1966 to 1973. This trend may have been encouraged by government

support. In 1974 and 1975 export sales decreased, but from 1976 to

1979 there were consistent increases in export sales, Diversification
of product lines in the years since 1975 may have aided this industry
in developing export sales. There was mno significant trend found in

the Ontario apparel industry regarding exports.,

Exports from Manitoba also did not relate significantly with

time. As in Ontario, export sales increased or maintained their level
between 1966 and 1973 and began a downtrend in 1974, However, this

decline continued in the Manitoba industry through 1979 with only slight

deviation being shown #@n 1978. Possibly this industry segment was not
able to diversify into product areas that had an appeal to foreign markets
or perhaps government aid was not sustained in a manner that continued

to have real dollar effects on export sales from this sector. Manitoba
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and Ontario exported similar values of apparel from 1966 until 1975,
Since then, the value of Ontario's exports have become greater than
those in Manitoba.

With regard to export sales, the null hypothesis stating no

significant trends would be found must be rejected for the total
apparel industry and the men's and boys' segment. The null hypothesis

can be accepted for the other five segments.

The Value of Imports and Indices of the Apparel Industry

In the second portion of"this chapter the relationships be-
tween the values of imports and the indices of the apparel industry
will be presented and discussed. The nature of the relationships were
established b?‘caltulatihg‘correlatidn'coéfficiénts;~"* w

The relationships between values of imports from an industry
segment or totaliimports and indices of the apparel dndustry were
varied in strength. However, significant correlations occurred with

all indices for at least some segment of the apparel industry.

Value of Shipments: . |

The total apparel industry and all of the segments except the

children's and infants' sector exhibited positive relationships with
the value of total imports (p = .001). (See Table 4.2). When import
values for the men's and boys', women's and girls', and children's and

infants' segments were correlated with the value of shipments for each

segment, positive relationships were found in the men's and boys' and
women's and Birls' apparel industries (p = .001). No significant re—
lationship was found in the children's and infants' sector.

Correlation values were calculated with 1978 and 1979 estimate
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Table 4,2

A Comparison of Value of Apparel Imports and Value of
Domestic Shipments, 1961 to 1977
("r' values)

B
- <
w Y
— 0
- = =]
w o g g
— S 0 g g
0 0 ‘ @ -
B S g @ B> B >
o & 9 & 80 2% g 4 4
ayi =g 2 o o O D © D
[ ] < 0 0w 0 [ =) [ o m KTl
=) 3 - 4 q 0 3 3 o D
qE s% §F 3% 8% % it
P o g ] @ g o o
5] 9 o < =) g S |
2 = = &) & ) = i
\i * :
Segmgnt s imports/ ke -
shipments .87 .79 W43 '
Total imports/ *% Kk "k % sk %% |

shipments .87 .91 .82 .39 .88 vy .73

%
Correlation significant at .01 level.

%% '
Correlation significant at .001 level.




73

figures included. Again, all segments of the apparel industry except
children's and infants' had significant positive relationships (p = .001)
with imports of their own sector and imports of the total industry.

(Results of correlations including 1978 and 1979 estimate figures

for all indices are found in Appendix 'B'.)
Thus, the value of domestic shipments increased even when the
values of apparel import were increasing. Part of this positive re-

lationship can be explained by the expansion of the domestic market.

Population increases over the nineteen years studied in this paper

account for some of the increased demand for apparel goods. The

other portion of this market expansion may be reflective of the closer
attention paid to fashion as suggested by Pestieau's 1978 report for
the C.D. Howe Research Institute.

The absence of significant relationships between apparel im-

|
|
!
|
I
|

ports and value of shipments in the children's and infants' apparel
industry may also be explained, in part, by changes in market size.
While the value of shipments in this industry have a positive relation-
ship with apparel imports, it is not significant. This may be due to

the decreasing proportion of the Canadian population that is at this

life cycle stage. The 'baby boom' of the 1950's and 1960's has been
progressively aging and there has not been the same number of births
since this 'bbom' period. As these people aged, they purchased apparel

in the men's and boys' and women's and girls' segments, thus increasing

sales in these segments. As well, there may have been more units of
low cost apparel entering the country which displaced the demand for
higher cost Canadian made apparel. This may have created non-signifi-

cant relationships between imports and shipments of children's and




infants' clothing.

Overall, the apparel manufacturers have been able to realize
real doliar increases in their shipments despite increases in
clothing imports. This may have been done by improving the domestic
product so that it continuously managed to appeal to increasing numbers
of people. Diversification within segments of the apparel industry
away from those areas that received the stiffest competition from im-
ports may be another factor that has fostered growth in domestic pro-
duction,

The children's and infants' segment may have been unable to
adjust their product sufficiently to increase sales strongly and have
therefore been unable to increase production. As well, this segment
of the apparel industry has possibly been less successful in moving
into activities that are less susceptible to import competition.

From this study it is impossible ‘to determine the sales of
domestic shipments at varied levels of impdrts, thus it is not pos-
sible to speculate on the level of domestic production in the absence
of import restrictions or with greater constraints on foreign apparel
imports. It seems that most segments of the apparel industry have not
been sufficiently repressed by imports of apparel to prohibit growth
over these nineteen years. However, it is not known what level sales
may have reached had restraints been greater.

The children's and infants' industry may have been repressed
due to increasing values of imports. These import levels,.however,
were not such that a negative relationship was created with domestic
shipments during this time period.

In summary, the null hypothesis dtating that no relationships
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would be found between imports and the value of shipments can be re-
jected for total apparel imports and imports of an industry segment
for the total apparel industry and the men's and boys' and women's and
girls' sectors, but must be accepted for the children's and infants'
apparel industry. With regard to total apparel imports, this
hypothesis can be rejected for the Quebec, Ontario, and Manitoba seg-

ments.

Employment and Wages:

The total apparel indusﬁry,.the Ontario, and the Manitoba seg-
ments did not display significant relationships between the total value
of imports and tﬁebnumber of employees. (See Table 4.3.) Positive,
significant relationships were found between total imports and employ-
ment in the men's and boys', women's and girls' (p = .001), and the
Quebeé (p = .01) sectors. Imports from the men's and boys' and women's
and girls' segments also related positively with employment (p = .001
and .01 respectively). In the children's and infants' segment, im—
ports of that segment and total imports correlated negatively with
employment (p-= .001).

When 1978 and 1979 estimates of employment were included in
the correlation calculations, the relationship patterns were upheld
in the total industry, men's and boys', children's and infants', and
Manitoba segments. In the women's and girls' and Quebec sectors no
significant relationshipé were found. Total apparel imports and em-
ployment in the Ontario industry correlated negatively (p = .01).

- (See Table B.2.)
No significant relationships were found between total apparel

imports and the wage rate in the total apparel industry, men's and boys',
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Table 4.3
A Comparison of Value of Apparel Imports and
Number of Employees, 1961-1977
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Quebec, Ontario, or Manitoba segments. (See Table 4.4.) Total imports
related positively to the wage rate in the children's and infants'
sector (p = .01) and negatively to the wage in the women's and girls!

apparel industry (p = .0l). When imports of the men's and boys', women's

and girls', and children's and infants' segments were considered, only
the women's and girls sector displayed a significant relationship.

The imports of this sector correlated negatively with the wage rate
(p = .01).

“Recalculation of these correlations including 1978 and 1979

Wage rate estimates resulted in the same patterns of relationships in
the total industry, men's and boys', women's and girls', Quebec, and
Manitoba segments. The children's and infants' sector no longer dis-
played a significant, positive relationship between total imports and
the wage rate. @n the Ontario industry total imports related negativeiy
to the wage rate (p = .001). (See Table B.3.)

In the total apparel industry, no significant relétionships

were found between total imports and the number of employees or the

wage rate. . This may suggest that changes in the levels of imports
have not caused alteration of these indices to any significant degree.

Employment increased significantly in the men's and boys'

sector as imports of apparel from that segment and total imports in-
creased (p = .001). There were no significant relationships between

the wage rate and either set of import values. Employment in-

creases were likely the cause of the increased wage bill that cor-
related positively with imports of men's and boys' apparel and total
apparel imports (p = .001). (See Table 4.5.) The men's and‘boys'

apparel industry may have been able to diversify their product lines
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Table 4,4

A Comparison of Value of Apparel Imports and the Wage Rate,
1961-1977
("r' values)
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Table 4.5

A Comparison of Value of Apparel Imports and the Wage Bill,
1961~-1977
('r' values)
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into areas where they could expand production and therefore increase

the number of employees. This resulted in a greater wage bill but not

necessarily a higher wage rate in real dollars. As well, it is possible

that some diversification may have taken place to ensure a more secure
market share for domestic goods, but this industry segment overall re-
ceived protection from imports in such a manner that it was not re-
quired to decrease employment.

In the Women's and girls' segment, imports of those goods and
total apparel imports related positively to employment (p = '.01 add .

001 respectively). The wage rate related negatively to these two

sets of imports (p = .01) while the wage bill did not display any signi-'

ficant relationship with either imports of women's and girls' apparel
or total imports. Women's and girls' apparel manufacturers may have
diversified activities to avoid competing with imports of apparel and
thus have been able~fo improve production and employ more people. As

well, this segment of the industry may have received enough protection

from apparel imports that decreases in production and therefore employ-

ment were not necessary. The individual employee was earning less in
real dollars as imports were increasing.. This may have helped main-
‘tain a more constant cost for apparel produced in Canada and thereby
aided sales of these goods even as imported apparel levels were in-
creasing.

Employment in the children's and infants' segments decreased
as imports of this type of apparel and total apparel imports were in-
creasing (p = .001). The wage rate in this sector did not relate
significnatly to imports of the sector's apparel but did display a

positive relationship with total imports (p = .01). The wage bill in
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the children's and infants' segment decreased in real dollars as the
segment's imports and total apparel imports increased (p = ,001).
(See Table 4.5.) Decreasing levels of employment were probably the

factor that caused the decreases in real dollars in the wage bill.

Increasing levels of imports may have exerted a pressure on this in-
dustry segments; shipments and therefore on the employment level. As
well, there may have been advances made in ﬁechanization of processes
in this industry and the requirements for employees have therefore de-
creased. The wage rate tended to increase as imports increased, This

increasing rate may hawe increased the priee of the domestic product

das that it was less economical than import goods and thus apparel im-
ports increased.

In Quebec's apparel industry, employment increased as total ap-

i
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parel imports increased (p = .001). The wage rate did not display a

significant relationship with total importé but the wage bill related
positively (p = .001). This segment of the industry may have diversi-
fied its product lines to ensure itself of a market share and thus f-"'“ '
was able to employ more people. The wage bill has probably increased

in real dollar terms due to the greater number of employees.

The Ontario apparel industry's employment and total apparel
imports did not relate significantly. However, the wage rate and the
wage bill decreased as total imports increased (p = .0l). The negative

relationship concerning the wage bill islprobably created by the de-

creasing wage rates in real dollar terms. There may have been an at-
tempt by this industry segment to reduce the wage rate as a means to
lower costs and thereby maintain a more constant price level on

domestically produced goods. This would aid Canadian made goods in
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competing with import apparel. Mechanization may have increased in
this industry segment and thus thewe was a lesser demand for the highly
skill, highly paid employee. Employees with lower skill levels may

have been hired and this reduced the wage rate in real dollars.

-There were no significant relationships between total apparel
imports and the number of employees, the wage rate, or the wage bill in
the Manitoba industry. This may suggest that overall this segment was
not conclusively affected by apparel imports to the extent where adjust~-

ments to these indices occurred.

With regard to the employment index, the null hypothesis stating
no relationships would be found between imports and this index, the
hypothesis can be accepted for total apparel impowts in the total in—

dustry, Ontario and Manitoba segment. When imports of an industry

|
|
|
|

segment were considered, the hypothesis was rejected for the men's
and boys', women's and girls', and children's and infants' sectors.
These same three segments and the Quebec sector displayed significant
relationships between total imports and employment, thus rejecting
the null hypothesis, | |

Total apparel imports related significantly to the wage rate

in the women's and girls', children's and infants', and Ontario seg-
. ments, thus rejecting the null hypothesis for wage rates. The null
hypothesis could be accepted for total imports and the wage rate in

the total apparel industry, men's and boys', Quebec and Manitoba seg-

ments'., This null statement was also accepted regarding imports of
men's and boys' and children's and infants' apparel and the wage rate
but was rejected in reference to the women's and girls' sector.

The null hypothesis stating that there would be no significantt




relationships between imports and the wage bill can be accepted for
total imports and the wage bill in the total industry, women's and
girls', and Manitoba segments. This hypothesis can aiso be accepted
for imports of women's and girls' apparel and the wage bill in that
sector, The null hypothesis was rejected when imports of men's and
boys' and children's and infants' goods and the wage bills of these
sectors were considered. .When total apparel imports were related to
the wage Bill, the null hypotheéiS'WaS'rejected for the men's and

boys', children's and infants', Quebec, and Ontario segments,

Capital Investment:

Capital investment in the children's and infants' clothing in-
dustry related positively to imports of apparel in that segment (p = .01).

No other significant relationships were found with imports of an in-

dustry segment or total imports and capital investment. ‘(See Table

4.6,)

When 1978 and 1979 values were included in the correlation cal-

culations, there were no significant relationships concerning imports

- from any industry segment or total exports except in the women's and

girls' apparel industry. In that segment, imports of women's and girls'

apparel related positively to capital investment (p = .0l). (See

‘Table B.5)
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The absence of correspondence between import values and capital

investment in most of the industry segments may be caused, in part,
by the cyclical nature of investment. Periods of increased invest-

ment followed by drops in investment did not produce any significant

relationships with time and thereby fail to display a relationship with




84

Table 4.6

A Comparison of Value of Apparel Imports and Capital
Investment, 1961-1977
("r' values)
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imports. Other factors, such as the cost of borrowing money, may
also affect the level of investment and distort the relationship be-
tween imports and investment. While the apparel industry may have
been spending money toddiversify into areas that received less
competition from imports, this may have been done without the use

of continuous large sume of capital investment and may have relied
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on other types of investment such as in repair and equipment. As well,

it is possible that a time lag may be distorting this series of re-
lationships. There may be a lapse of months and perhaps years between
the decision to invest in an industry and the actual expenditure of

the money,

In the children's and infants' apparel industry, the imports of

that sector related positively to capital investment (p = .01). This
significant relationship may suggest that as imports of this type of
apparel increased, the children's and infants' apparel firms may have
attempted to invest money in their operations in order to diversify
their production lines to product areas less susceptible to import
competition. As the values for imports of children's and infants'
apparel may not accurately reflect actual import levels of these.com—
modities, this relationship must be considered cautiously.

The recalculation of the correlations between imports and
capital investment includéng 1978 and 1979 estimate values upheld all

former patterns of relationships except in the women's and girls' and

children's and infants' segment. Imports of women's and girls' apparel

related positively to investment (p = .01) and there was no longer a

significant relationship between imports and investment in the children's

ad infants' sector. (See Table B.5.)




The null hypothesis stating there will be no significant re-
lationships regarding imports and capital investment can be accepted
except concerning the imports of the children's and infants' segment

and investment.

The Value of Exports and Indices of the Apparel Industry

The final portion of this chapter discusses the relationships

found between the value of exports and indices of the apparel in-

dustry. Again, these relationships were established through calcula-

tionsof correlation coefficients.

Value of Shipments:
Total apparel exports correlated positively with shipments in
the total apparel industry, men's and boys', women's and girls', children's

and infants', Quebec, Manitoba (p = .001), and Ontario (p = .01) indus-
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tries. Exports from an industry segment related positively to exports ;

in the men's and boys' (p = .001), Quebec, and Manitoba (p = .01)
segments., The relationship between exports of the segment and ship-

ments in the women's and girls', children's and infants', and Ontario
sectors was not significant. (See Table 4.7.)

-Inclusion Of'l978.and~1979 values in tﬁevcbrrélation calculation

did not. alter the pattern: of relationships when:total exports were con-
sidered. When the exports from an industry segment were considered

the pattern of relationships remained the same except in Ontario

where the relationship became positive and significant (p = .01).
(See Table B.6).

In all of these sectors, export sales were increasing as ship-

ments of domestic good increased. Government support to companies
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Table 4.7

A Comparison of Value of Apparel Exports and Value of
Domestic Shipments, 1961-1977
("r' values)
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wishing to export apparel may have created the increasing trend in ex-
port sales. Increases in shipments of domestic apparel may be due to
population growth,

The null hypothesis stating thewe would be no significant re-

lationships between exports and the value of shipments can be rejected
for all industry segments with regard to total apparel exports. When
exports of an industry segment are considered, the null hypothesis can
be accepted for the women's and girls', children's and infants', and

Ontario segments, but rejected for the remaining sectors,

Employment and Wages:

Total apparel exports related positively to employment in the
total industry, men's and boys', women's and girls', Quebec (p = .001),
and Manitoba (p = .01) segments, but related negatively in the children's
and infants' sector (p = .01). (See Table 4.8.) Exports of an in-
dustry segment related positively to employment in the men's and boys'
(p = .001) and Quebec (p = .01) segments and negatively in the Ontario
industry (p = .01). There were no significant relationships between
a segments' exports and employment in the women's and girls', children's

and infants', or Manitoba sectors.

When 1978 and 1979 estimates were included in the calculations,
all relationships with the total exports were upheld except in the total

apparel industry and Quebec industry. The relationships using exports

of an industry segment remained as before except the Quebec sector
no longer displayed a significant relationship. (See Table B.7.)
Exports from industry segments did not display any significant

correlations with the wage rate. (See Table 4.9.) However, total
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Table 4,8

A Comparison of Value of Apparel Exports and Number of
Employees, 1961-1977
('r' values)
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apparel exports related negatively to the wage rate in the total
apparel industry, women's and girls!, Ontario (p = .001) and Quebec
(p = .01) sectors. In the remaining sectors the relationships were
not significant. Recalculation of these correlations with 1978 and
1979 estimate values did not show any changes in the patterns of
significant relationships. (See Table B.8.)

In the total apparel industry the number of employees was in-
creasing as export sales increased, but at the same time the wage rate
in real dollars was declining. Increases in export sales may have
created the need to hire more people. The individual employee was
being paid less and this may have lowered or maintained the price.of
Canadian produced goods and thus made them acceptable in a foreign
mark;t.

Total apparel gmports and exports from the segment related
positively to the number of employees and the wage bill (p = .001) but
did not display a significant relationship with the wage rate in the
men's and boys' apparel industry; The increasing wage bill was likely
dﬁe to the increasing number of employees. As export sales improved,
firms within this -industry may have hired more employees. There is
no significant relationship: found with exports and the wage rate.
This may indicate that the individual employee neither gained nor lost
income due to changes in the level of export sales. The men's and boys'
apparel producers may have developed markets that are less price con-
scious so that changes in the cost of wages did not become a significant
factor affecting their export sales. It is also possible that greater
efficiencies in production in areas other than employment and wages

have been realized and these more efficient processes have helped in
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Table 4.9

A Comparison of Value of Apparel Exports and the
Wage Rate, 1961-1977
("r' values)
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Table 4,10

A Comparison of Value of Apparel Exports and the
Wage Bill, 1961-1977
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lowering the prices of men's and boys' goods.
Export sales of women's and girls' apparel did not relate signi-
ficantly with employment, the wage rate, or the wage bill. However,

total apparel exports related positively with the number of employees

(p = .001) and the wage bill (p = .0l1) and negatively with the wage
rate (p = .001) in this segment. As exports were increasing, this
segment was building up its labour force and therefore increasing its
-wage bill. However, in real dollars each employee was earning less

as export sales improved. The lower real dollar cost of an employee

may have helped to lower or maintain the price of Canadian made goods

and this may have helped to foster export sales.

In the children's and infants' segment, total apparel exports
related negatively to the number of employees and the wage bill (p = .01).
Employment decreased in this industry segment and this created the lower
wage bill., Possibly export sales do not affect employment in their i
industry sector, or perhaps this industry has had little success in
establishing greater export markets tha£ would be large enough to create
a-positive relationship with employment. |

Export sales from Quebec's apparel industry correlated positively

with employment (p = .01). Total apparel exports related positively to
employment (p = .001) and the wage bill (p = .0l), but negatively to
the wage kate (p = .01), Increases in export sales may have encouraged

the industry to hire more people and this caused the overall increase

in the wage bill. However, each employee was probably earning less in
real dollars as exports increased. The lower cost of each employee
may have helped lower or maintain price levels and thereby encourage

export sales,.
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Ontario's apparel exports related negatively to employment and
the wage bill (p = .01), while total apparel exports related negatively
to the wage rate (p = .001) and the wage bill (p = .0l) in this seg-
ment. As export sales of Ontario prdduced apparel increased, employ-
ment in that sector decreased, This decrease in employment caused the
real dollar decrease in the wage bill. The decreases in wages and em-
ployment may indicate general changes in this industry segment to
more automated processes which require fewer people and probably lower
skilled employees. Possibly Ontario producers are highly oriented to
the domestic market and adjust employment factors according to domestic
incidences rather than foreign demand. Tﬁe negative relationship of
total apparel exports and wages per employee in the Ontario industry
may be an indication that overall, Ontario employees have been re-
ceiwing less pay and this may or may not be encouraging export sales
in the total industry.

Manitobé's apparel exports did not relate significantly to em-
ployment, the wage rate, or the wage bill. Total épparel exports dis-
played positive relationships with employment and the wage bill (p = .01)
in Manitoba's industry. The increase in the number of employees probably
created the higher wage bill. Iﬁcreased export sales may have encouraged
the hiring of more people,.

The null hypothesis stating there would be not significant re-
lationships between exports and employment can be rejected with regard
to total exports and employment in the total apparel industry and all
segments except Ontario., This null hypothesis can be accepted with
regard to export sales of an industry segment in the women's and girls',

children's and infants', and Manitoba sectors. It can be rejected in
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the men's and boys', Quebec, and Ontario segments.,

With regard to the wage rate, the null hypothesis can be accepted
for all segments when exports of the segments are considered. When
total exports are used, the null hypothesis can be accepted in regard
to the men's and boys', children's and infants', and Manitoba segment.

It is rejected for the total apparel industry, women's and girls', Quebec,
and Ontario sectors.

The null hypothesis was accepted in the total apparel industry,
but rejected in the six segments when total apparel exports were re-
lated to the wage bill. FWhen exports from industry -segments were con-
sidered, thennull hypothesis was rejécted in the men's and boys' and
Ontario segments, but accepted in the women's and girls', children's

and infants', Quebec, and Manitoba sectors.

Capital Investment:

Exports of the industry segment related positively to capital
investment in the men's and boys' apparel industry (p = .0l). (See
Table 4.11.) Total apparel exports related positively to investment
in the total apparel industry (p = .0l), the men's and boys', and the
women's apd girls' segments (p = .001). Total exports also related
positivel& to capital investment in the clothing and knitting industry
in Quebec (p = .01),

In the total apparel industry, men's and boys', and women's
and girls' segments increased export sales may have encouraged invest-
ment in the apparel industry. Apparel producers may have seen improve-
ment in foreign sales as an indication of good business in the future.
However, as export sales are a small portion of total sales, there may

not truly be much consideration by a total industry segment of export




Table 4.11

A Comparison of Value of Apparel Exports and Capital

Investment, 1961-1977
("r' values)
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' sales when planning investment.

Total export sales correlated positively with capital invest-
ment in the Quebec clothing and knitting industry. However, when capital
investment in clothing only was correlated with total exports for the
1973 to 1977 period, no significant relationships were found. This
suggests that investment was directed towards the knitting sector
rather than the apparel industry during these years.

As significant relationships were not evident for other sectors
of the industry, it is possible that investment related to factors
other than exports or that export sales were not important enough to
these industries to adjust investment expenditures, Again, a time
lag may exist between the decision to invest and actual expenditure
and this may be reflected in the absence of relationships.

The null hypothesis stating there would be no significant re-
lationships between exports and capital investment can bewéccepted‘with
regard to exports from an industry segment for all sectors excepf men's
and boys'. When total exports are considered, the null hypothesis can
be rejected for the total apparel industry, men's and boys', women's
and girls', and Quebec segments, but can be accepted for the children's

and infants' and Ontario sectors.




Chapter V
SUMMARY AND CONCLUSIONS

To investigate the trends in and relationships between imports
and exports and indices of the Canadian apparel industry, correla-
tion coefficients-were calculated and graphs were made of all indices
for the 1961 througﬁ 1979 time period. The apparel industry was
examined as a whole and in the following six segments: men's and boys',
women's and girls', children's and infants', the Quebec industry, the
Ontario industry, and the Manitoba industry.

Value of shipments, number of employees, wage rate, wage bill,
and capital investment were the indices examined. The values for all
of these, as well as for imports and exports, were collected from
Statistics Canada. All values were converted to coﬁstant 1971 dollars.

Two series of hypotheses were tested. In the first set, the
null hypothesis stated that no significant trends would be found in
any of the indices or the value of imports or exports for any segment
of the industry throughout the time period of the study. With regard
to the value of shipments the null hypothesis were rejected as all
segments of the apparel industry displayed significant increases in
this indice over time.

When the number of employees was considered, the null hypothesis
was rejected for all segments except the industries in Ontario and
Quebec. Employment increased in the total apparel industry, men's and

boys', women's and girls', and Quebec segments but decreased in the
TS, g ’
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children's and infants' sector.

The null hypothesis was accepted regarding the wage rate except
in the women's and girls', children's and infants', and Ontario in-
dustries. Over time, the -wage rage increased significantly in the
children's and infants' sector, but decreased in the women's and girls'
and Ontario sectors.

Regarding the wage bill, the null hypothesis was rejected for
all segments except the total apparel industry and the Manitoba in-~
dustry. The wage bill #ncreased significantly in the men's and boys',
women's and girls', and Quebec sectors and decreased significantly in
the children's and infants' and Ontario segments,

The null hypothesis was accepted for all industry segments with
regard to capital investment. No significant relationships with time
were found when this indice was examined.

The value of imports in the total apparel industry, men's and
boys', women's and girls' and children's and infants' sectors in-
creased significantly ovér'ﬁime,?thuﬁyréjecting the null hypothesis.

No import values were available for the provinces.

Exports increased significantly only in the total apparel in-
dustry and men's and boys' segment. The null hypothesis was accepted
for all other segments.

The second in the series of hypotheses stated that there would
be no significant relationships between the value of imports or exports
and the indices of the apparel industry for any segment of the industry.

Regarding imports and the value of shipments, significant
positive relationships were found for all segments except children's

and infants'. Thus the null hypothesis was rejected concerning - -
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all sectors except children's and infants' and Ontario. In these
latter two areas, employment and exports displayed a significant
negative relationship.

The null hypotheses was accepted for exports and the wage rate

in the men's and boys', children's add infants', and Manitoba seg-
i ments. However, as exports and the wage rate displayed a significant
negative relationship in the total industry, women's and girls',

Quebec, and Ontario segments, the null hypotheses was rejected for

those sectors.

Acceptance of the null hypotheses regarding exports and the
wage bill was limited to the total apparel industry. The hypotheses
was rejected in the men's and boys', women's and girls', Quebec, and
Manitoba segments due to the positive relationships exhibited.
Negative relationships were found in the children's and infants' and
Ontario segments, thus causing their rejection of the null hypotheses.

The null hypotheses was rejected concerning exports and
capital investment in the total apparel industry, men's and boys',

and women's and girls' segments. Significant positive relationships

were found in those sectors. Capital investment in the Quebec clothing

and knitting industry also related positively to exports, thus re-

jecting the null hypotheses for that segment. In the children's and
infants' and Ontario sectors the null hypotheses was accepted.

The findings of this exploratory study indicate that generally

the apparel industry and all of the segments except children's and
infants' have managed to improve their shipments of clothing in real
dollars during periods of increasing imports. Imports levels have

been restrained to at least allow growth in the domestic industry's
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shipments. It is not possible to determine from this study the level
of shipments had imports been restrained earlier or at more stringent
levels. 1In the children's and infants' apparel industry, there has
not been a significant trend regarding shipments. This may indicate
that imports have caused harm to this segment.,

Employment has also managed to increased in many segments of
the industry despite increasing imports. .Thevgrowthvin real dellars
of shipments has been sufficient to make it necessary to hire more
employees, The children's and infants' sector has shown a negative
employment trend that may well have been caused by increasing im-
ports. The total industry, Ontario, and Manitoba segments may or may
not have had to reduce employment due to increasing imports. Mechaniza-
tion may have replaced jobs in those segments.

The wage rate has generally declined over time}v Possibly there
have been more low skilled, low cost employees hired over -time, There
has not likely been a lowering of the wage rate due to import comﬁeti—
tion or the desire to increase export sales. Other factors such as
union pressure, mechanization, and employment problems have probably .
had more effect on this indice,

Capital investment, with its cyclical pattern, does not seem
to relate to import levels, although this probably has some influence
on decisions regarding investment., There tended to be more relation-
shpp between export sales and capital investment than with import
levels. Export sales may also influence decisioﬁs to invest, however,
the strength of the felationships between investment and exports may
overweight the influence they exert, Further study of a non-quantita-

tive style is necessary to determine the actual factors affecting




