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| nmonucrion

ACKGROUND OF: THE: STUDY. -+

,economic groth of :the‘ Orlental Republlc

e The rate ‘.f;; ;ef"'
_Uruguay (hereinafter referred to ae?"Uruguay"), wh:oh had been.f

"5fquite h:gh during the mld 19805, fell slgnlflcantlv during the_

u *flater 19808, The economlc decllno was blamed prlmarily on
'”ﬁegt&gﬂatlon in the manufacturing ‘sectory Among others, the . garment-

'-fﬁdurlng ‘the

Efindusiry, Wthh held a ?0% sharo and had been :very prosperouq::
;d‘19?03 based on export strength, becemeﬁ stagnant

{Jthereafter due to lncreased competltiveness in the’. -international

‘Tgsituatlon“

'*imarket place Immedlate actjone are neodedr-to rectify the

Under theee 01rcumstances, Lhe Uruguayan government sollc1ted

‘__;the Japanese government for its’ cooperatlon in drafting a garment
-fff;ndustry promotlon plan thh emphasxs on export promotlon

In response to Lhe sald sollc1tat10n, the Japan Internutlonal-

'e#Cooperation Agency (JICA) dlspatched a delegation in - November

5}1989 ;to 'conflrm conditlons in - the mining and mnanufacturing
1ndustry and screen projects In December 1990, official

 f tso11citat10n wae filed - by the - Uruguayan government: for the
'Tﬁ;implementatlon ‘of a study of the Uruguayan garment - industxy.

:”:Accordlngly,: a prellmjnary study was carried out in March 1991,
_'gThe project descrlbed hereln was 1mp]emented on the baSlS of that
'ipreliminary etudy ' '

'TTne objectives of the study were to comprehend the current

ffﬁfstatus of the three representatlve categorles of the Uruguayan
1,v,garment lndustry (wool, knlts -and - denim) from multtlateral points
o of  view anluding dlstributlon - market, management and

Tf}forganization 'of en;erpx;see,i production technology, trading




'?Vpolicy and. 80 on,‘and to draft 8 maétér plan for export oriented?f;fi 
ﬁ‘promotion of the industry Modol enterprlses in the said Lhreeta?£; 

,;*Lcategories of Lndustry were selected for detailed study as neededfwkf-

.‘ t0 form a detalled promoﬁion actlon plan Real:stxc and detailed;;f;f

'_jpropositions were also to be made wjth respect to actlons “to bef“]ﬁg

taken by ‘the Uruguayan government ‘as: well a8 marketlng_a t;vitlesf‘"ﬁ'

afby the lndustry

;’. ©

e mgs»_oﬁ_ -I_Npﬂj’s_?'mle-;'spé;mgi'f:"rqi STUDY 35

: ‘The types of lndustry and xtems subject to study thls timeff"
are aly’ related to men s, women's and chlldren’s garments e e

: Woolen garmedxs : overcoats,_sults, jacketq, trousexs, sxlv:u:tsﬁ”"'_;f‘:=
Knitwear o _”_{ sweaters ‘(hand kniL, machine knit)

' Denim weay pants, jaCkets,;ﬁkirts



| Chaptor 1 Brosonk SEMED ..t
A Mooy s i
143 Tho Gurrent Condition of Principal Tndusteios .o 3
L Borelgn Made i T
.;léé;l#éééadé;ébmg#;bé1M59?:tMEBCQSUR)'gj;w;.;.;;};gq.Ju;;p. 11
b BMGAELOR Lo 1

148 INFrASLEUGTULE Lt uhih i e e 14

- PART II. CURRENT. STATE. OF:THE: URUGUAYAN GARMENT, INDUSTRY
.:':: Chapter 1 Environmentsurroundlngthe Garment Industry ...... 17
1~1 Int.roductj,on Gf;,;fé'xt.i_.'le' 'i'n'd:_u‘s'tr'y e U 17

© L 1e3 . Personnel DVELOPNNt «.ils:yisiirisssiestiiseens 73

© 0158 producti Quality’ Measures and Activities i iis....ne 27




2--1

3.2
3.3

3-4

PART 111

Chapter I

1-1

‘Management Organfzation ...........ei.e..in

_Product.PlanninngQwerﬁagﬁ;ﬁdfgjir{?;&ﬂj*cﬁi*q¢ﬂ'

_ﬁroduct Manufactpﬁiﬁg PgﬁentiélfﬁTd;ii‘ﬁﬁ}¥*
3 . The Markét f¢r Garmgﬂi Pfddﬁéﬁéff}{,f,
Trends-in.the Gibbal-Garheht Marke£-..ff_~1“ﬁ
BraZii ..uq,..:.}.i;.;.;f.r;;{;h41;,;r;}.

Argentina ..ol LR -.| e ---_o'l'-o LR I ] .:'_':."_. - .

American/European Maxkets ......i...n:%.

The Japanese Market ....... e R

THE PROBLEMS AND THE REFORM MEASURES OF
INDUSTRY R

GARMENT

Problems by Which the Uruguayén Garment
Industry is Confronted and'FutureaTarthswaif

tObeAChieVEd l'C!'lll.‘OOlll‘!il'.ll‘i"'l‘

Internal Problems in the Uruguayan GarmentiIndhstry:.

External Environments Surrounding the Garment

Industry 0&‘..'coo-|‘||;-.l-v"nncn'-;c.'o-i--‘a'--

I\nalYSiS Of CauSBS PR T n.n'o'!,i‘iiu .'."._‘.;' 6_..1 b oo-

P R

RS R A B R R

Chapter 2 Present Status of Gayment Industry .. ii..v..es,vires 31

'state.9f Activi£ie5_Of.Iﬁ&uéﬁriélfAsé§¢iéﬁi5ﬁsai;$}’;fﬁéil.
4:&%?&  '
:Fa{§i |
:ﬁ%AS;-
82
;:; 5;

. 53 -

55

65

70

70

72
e18

Targets for the Uruguayan'GarméntZIndusﬁry:wQaYQZﬁ{i3:gTB. 



"f175f PrQ51¢ms ;o:be:Splyed ;1;¢.}1.n.ﬁ;.,y;,;.j;whaa;..qy. 79
146" Reform Measures to be: Taken. and, Their Ranking:....... 81
17 }hahkihg in”Fchr7categories Applicable to

| Reform Measures ‘(Qualibty Improvement, .Cost:Reduction;
‘Development of Human Resources, Market Expansion) ... 87
1+8 Relatiohship Between Short Term, Medium Term and
. Long Term Objectives and Reform Measures. ......i...... 95
1~9  Action Program Selection and Rationale .............. 97
Chaptef'Z"ReformeeasﬁreB in the Garment Industry ........... S 101
2-1 ImprOVément‘of Policies and Systems ..... veaa e 101
2-2 Establishment of Sales and Marketing Network ...... }, 1063
2=3 Technolbgical Innovation .;....f..}.,...; ............ 104
2-4 Improvement of Product and Design Development System 106
2-5 Quality-lmprovement, Cost Reduction .......... e 106
2-6 Improvement of Mdnagement, Development of
Human ReSources ......... & ettt e e e 109
Chaptér 3 'Reform Measures of Individual Enterprises Based on
' CProduction Control ..o ., e 113
Chapter 4 Implementatibn Method of Action Program ........... 117
‘4f1 Institution of Quality Labeling System ........ PN 117
]4—2‘51mplementétion of Cooperative Efforts e 022
 ;_ﬁ4f3 _Expaﬁsi9n;and Reinforcement of Professional Training
EERN Sghdoi (UTU) R T I 134

e il -



. 4-4: Implementation of Fashion Week i.iirit e el b v 136

©- 45 mmvication of Fashion Resouroo CONter. /iii...vivsiii. 139

o
147

e




. CONTENTS: OF FIGURES .

INTAL REPUBLIC. OF, URUGUAY

©Chapter 1 prosent Situation

 Chaptor 1 Envizonmont Surrounding tho Gamment Industry
chapter 3 e Market for Garment Products

f§;§gﬁfﬁiii iHF.PROﬁLEﬁSVANb“THL unroﬁm MEASURF& OF GARMENT

i INDUSTRY | | |

”f ¢haptéﬁf1' Problemq by whlch the Uruguayan Garment Industry is
- - Confronted and Future Targets to be ALhLOVOd

;  Fig,;iii-iél__ReJatlonshlp hetween prob1ems and reform
- __j”ﬁ._;”'  _  measures ...... P T ... B4
'iﬁﬁig,7fli;1~25 Relattonship between short Lgrm, madium Lerm:
it and long term. ObJQCLLVGB and
 ‘ref0rm measureq e P e e 96

”5,ChapterIZIjRgﬁd#miﬁéasqxeéfin the Garment Industry

@;Ch#ﬁtér'gﬁ;Reform MeaSuxes Qf Indlvxdual Interprises Based on
N ”':QlProductlon Contro] ' '

*Tﬁﬁhgptér}éjSmpléméhtéﬁion Heth§d‘Q§ Acti6h5P;ogram_

”:ejfig IlI 4 1 Flow chart of lmplementatjon of quallty
P ' marklng system.73;5:,,1,?,.g.i.i..u..i...,.. 120




- F'._i_g_,.‘ :I,I.I'«4_-‘+_\2”- Procedure for promotiOn of cooperatjve s
e LR ':'undertakj.ng ;;5.' _.;(.“. e e .' T SR .'.' .',‘} 132
Fig, II1~4-3 THe. establmhment of @ MERCOSUR fashlon R L

N """"_f”resource center and jts relation with =
:'_..relat?d instltutlons ahd userd ‘

_ PART IV CONCLUSIONS. AND RECOMMENDATIONS = .

R




U CONTHNES OF FABLES o

PART 1. AN OVERVIEW OF THN ORIENTAL REPUBLIC OF URUGUAY

“Chapter 1  Present Sitwation - '

fﬁjoégﬁ?oiéoéﬁéggﬁiiéﬁﬁféﬁoffi§ﬁ ﬁRﬁGUithi§Aﬁﬁé§§ iﬁbUSTky.
-f;éﬁ%ﬁéé?fi}:?nyifoﬁﬁééfisoﬁfqogdingiphééﬂfﬁént:industfy-
”%io?iééiéiii;i;i ;ﬁqﬁ§o# ofzotodoﬁﬁé,éndztargét'of oduoation'. 24.
st 2 prsen st o o ey

Table 11 2 1 Number of employe@s of model COmpanles veeas 35
Table II 2 2 Outljne of model companies .......eeceseasas 38

”fﬁhéﬁtéf*ﬁ:;The ﬂéfket_fof Garment‘PrOduota

':PARTWIiiziﬁEfPRQBLEMS_ANb‘THE REFORM MEASURES OF GBRMENT INDUSTRY

j,:-;Chapt.er 1 Problems by whlch the Urugudyan Gaxmpnt Industry is
' Confronted and Future Taxgetq to.be thlovcd

Table'IIIvl'lf Ranking of ‘reform measures PP 1=
Table III <1 ? Prxoritlzed actjons for lmprovement and

partleo anolved EEE RO .86
s jChapﬁeri25fkefo;miﬁéasuﬁe$7in"the Garment Industry

fﬂ;fChapter 3 Reform Measures of Ind1v1dua1 Enterprlses Basged on
A Prodnotlon Control ‘

Table III 3 l Summary of garment productlon contro] ..... 114




*;f;Chaptéfﬁ4élIﬁélemeﬂtﬁtiéﬁlﬂéﬁhﬁdhéﬁ?@éﬁiéﬁ???béfamf?!_~"
‘I'able III 4 1 Detai]s of activjfles and prmc;.pal T
facllitles_ S e 14’3

- PART IV, CONCLUSIONS AND RECOMWENDAYIONS




L PARE L ANCOVERVIEW 'OF THE ORIENTAL REPUBLIC OF:-URUGUAY © o it 5

_ Chapter 1 Presont Situdtion:

© 1i1 Gonoral ¥eatires .

_ R‘__ﬁ’The Lota]'population in 1990 waq.3=09 mlLlJon The‘ &véfdg@u
ordte of po nJation growth has'boen 0.6% per annum “since . 1980,
5iﬂfwhich is quxLe low Uruguay has historlcally been ‘A COUﬂtTY Wifh
"*?a high quality welfare“system, so Lhe blrthrate has'stayed aL a
"*f10w level frurthermore; ‘there has recently been a great. dpa'
Ffemigratjdn to COuntries such as Arqentlna and Bra71¥ Those'

:}ffactors aro responsmble for the low populatlon growth rate

Co EfﬁThéj terrltory of Uruguay covers an area Lof approx;mately;'
'f176 000 square kjlomeLers, that as, about half Lhe area of Japan

¥ R

FT

e JfIt terrain consists”throughouL of fertlle, gently blopjng

,4 ;hi]ls whose elevatjon LS Yess:than- 600 meters above ~sea. -level.

”foruguay is SLtuated between Lhe pampa f Argentina sand - the
:fplateau of southern Br&le ' '

‘ Uruguay ,ieA in, the southern remperate 70ﬁe“'réhg1ng' f.rom
'}fflatltudes 30 degrees to 35 degrees south. ~The.climate is” mild:
_uth averagef tempefature during the w1nter season -(June' =
:A”iSeptember) more cthan 10 degrees centlgrade,. while -summer
”'season (December - March) temperature average -about : 23 dagrees

::?Centlgrade.5 (It is’ very rare for Lhe mercury to break 40 degreee

f{]*centigrade )

w{;fi 2 Economy

o *The LacaJle admlnlstratjon whlch came 1nt0 power on March
’3ﬂ_1990 has - identlfled suppression of 1nfldt10n as the. most urgenL
‘feconomlc= priorjty,:fwhile otherwise oonLinu;ng Lo maantaan the




'.freo and open economlc pclicy plevtously followed.f- Furthonmore}ﬁfj-r
 the admintstratjon_is vxgorously promotlng structural reform' of}f=_

the Uruguayan économy including prlvaLL?atlon of fthe -remalnlng:”

state owned enterprises, encouragement of: early retxremonb of:
‘public servants, and cutnbacks in the expenditures of’ publac?:__f

institutions.

A frce and opcn economy is belng maintalned inCludingira'
unlflcd free exchange rate system “and free movement of ‘capital,
" which are the hasis of- the Uruguayan economy ' I
Foreign: capltal Ay treated the Hame . as local capital and
- governmental permLSSLon» is . necded . rjfth cstabllshmont Lof
corporations, export and meort, financzng, remlttance of. - proflt,:
or repayment . of- forelgn cap:tal anestment. No lmpcrt quoLas
exist in principle, while the tariff rate is progre$SLvely berng

reduced to 30% from: Schember 1os l990¢

With 'respeot to the money markeL systom, Lnterest rates can”
be set freely 'and- capltal;canwmove“fnccly: into .and out of
:Uruguay. Detailed . regulationc.applicablehtog offshoro banklng,
were promulgated in August 1989. - -

‘The policies of the Uruguaycn govexrnment are focused -on_
establishing Uruguay - as " Tha Intornatlonal SérviCe Lenter of
Latin America“ through a free and open: economic gystem as. well as
by inviting multi-national corporations, lncludlng but no llmlted
to banking organlaatLons, to- establlsh hcadquarters and (parts
supply centers in. the. country. ' ' '

LTI S P

The Lacalle administration'has placed emphasis onﬂ:reduoing
the deficit by implementlng tax increases and making @& unifofm
15% cut in expendlture in Apxil 199%0.. As a result, the flnanclal'
deficit of the central g0vernment has been reduced drasLLcally3
and the deoficit of ‘the public sector as a whole has bcon reduced
to 2.5% of GDP. | AR EONE




.(‘1:')'.:’.?

Eeononic grovthi Tate ¢

ijﬁéﬁ Uruguayan economic groth rate was negative - during

_ thé  three . conseeutlvg:_years_ beginning with 1982, but
'ﬁ_recovered Ln 1985 to markja positive 1.48%, as  the edonomy
escaped freﬁalé_ serious, dépreSsion. In_'l§86 and 1987;
?5governmenfal : economJ pollcles focused on - stimulating

'respectlvely

”ﬁﬁeconomlc actlvity Such ‘as ‘expansion of exports,.a reduction

of flﬂéﬂélal doflcjts, and . anti- Lnflatlon medasures helped to

-achleved h:gh economlc growth rates of 8.86% .and: .7.93%

However, -'the? mdrket was - sluggish: because  of ~slow

eonsumption caused by a-decline in fedl wages and the rate of

"“econOmJC groth slowed ‘£o minus - 0.01%“in~1988} plus 0.49% in

1989, and 0.91% in 1990 The economic'grOWth'ratei'ih**the

Cfirst quarter of 1991 indicated an annual. rate of plus 1.6%,
a sllght increase due to aggressxve activity in commercial

flelds like 1ncreased Lourlsm

Inflation rate

" The '1‘rf;flation~- :até*-r'ose by 83.03%in:1985, 70.65% in 19286,

f”.ahd“e57“29% in“1987. -Phis trend suggested an -decreasing  of
i Lnflatlon, but -it rose again by 69.01% in 1988 due to - the

“influence’ of prLce jncxeases for food and entértainment.

:‘1n*1989*thefiﬁflatioﬁ'rate'dontinued its upward trend to

17 89,18%. Becausefdf‘ah increasé in the government deficit and a

"drought. This trend could not be halted ‘in 1990. °° The

fe present government'v pO]lcy to reduce its deficit failed to

"'restraln the MOney supply even with:the expanSLOn of exports

"*G?and an lncrease in visiting. tourists, bécause of Lhe: steep
'fir;iée in ! o1l prlces caused by the: Gul£ War, = The resulting

71990 Lnflatlon rate was 128.96%; the second highost in

.f”wjhlstory follow1ng Lhe rate 6f 13519% recorded ‘in 1967. " The
Hu_wf7>budget defacit reductlon polacy fina]ly began ‘to show results




(3).

(4)

The inflation rate from January to June.ipvl991_;dropped
to 37.20% from 51.51% in the same period of the previous

year,
Income level

.~ The GNP 'of-Urqguay in 1989 wag 8,069 million . dollars,

~equivalent to approximately one forty-sixth that of. Braéil,

one twenty-first that of Mexico, oxr one-ninth- that of

Argentina.

The GNP per capita of Uruguay, however, was 2,620
dollars, an amoﬁnt exceeding those of Brazil fZ,SSQ.dollars),
Mexico . (1,990 dollarsj and  Argentina (2,160 dollars),
indicating a.relatively_high_position among_C@ntral and South

American countries.
Note : In this raport, dollar refers to U.S. dollar.
Balance of internatiocnal accounts

Uruguay’s balance of international @ accounts from the
later part of the 1970s to the early part of the 1%80s took
such a form that a surplus in capital account compensated for
a deficlt in ordinary revenue and expenditure. In 1982  both
oxdinary income and:outfléw and balance of account showed a
large deficit, so that a great deal of red ink -- 799.5
million dollars .~~ was recorded in the overall. balance of
payments, This passive amount corresponded to 16.1% .of - the
GDP in that year. I

Thereafteor reduction of imports was carried out under the
demand control policy of the government, while. an. exchange
policy was also implemented with a view to. strengthening  the
competitiveness of exports.' Az a result  of - the  above
policies, the balance of ordinary revenue and expenditure was
much improved. A sharp decline in o0il prices and _expansion
of exports to Brazil and Argentina brought about_ayqéogitive



result in 1986,

~Balance . of capital account also went into Lhe black
within narrow limits “beginning in 1983, qnd..the-,overall
balance from 1983 to lQBSISthed.no.deficit greater than 1%
of - the GDP.. A substantial surplus of 274.4 million dollars
corresponding to 4,9% of the GDP was achieved in 1986,

In 1987 traditional exports (beéf, wool) fell, but non-
traditional  exports . {all goods except beef and wool) rose,
which helped to keep the balance in the black to the tune of
40.0 million dollars. 1988 was a recoxd export year largely
‘because of the diversification of both products and markets .
A positive  trade balance of  288.0 million dollars was
recoxded, although imports increased by 35.0 million dollars

over the previous year.

Export of both traditional (particularly beef) and  non-
traditional products went well, and the balance in 1989
showed the greatést surplus' in -history (396.0 million
dollars). In 1990 the balance dropped to a still favorable
350.0 miilion dollars because, although exports progressed

.-satisfactorily, imports‘alsd increased significantly.

1-3 The Current Condition of Principal Industries

The wmain industry in Uruguay is the agricultural industry
~which, including the raising of livestock, accounts for 10% of
thie GDP. In the manufacturing industry that generates 26% of Lthe
GDbP, both the food and the wool-product industries which are
'closeiy connected to agriculture are a central force. '

Agricultural products and industrial goods derxived from Uthem
also account for approximately 80% of total-exports.



(1) Agriculture o ;_T a'  o 4ﬁﬁzlﬁ;¥f1n?4j;-f;}'“

(2)

-Agricultu?e 'Jncludlng 1iveétock raisiﬁg accountcd fOrj-
10.2% of “‘the GDP in 1990, but because. products ‘Liké iboef,

wool,  Hides and products proeessed ~from agrxcultural._“

materials are. trad:tlonal export itemq, agrlculture js the
direct or- Lndlrect source .of most exported goodsz SAPRE

The main;CEOps'inrUfuguay"afeéwﬁéab,faerghum,'*corn”ﬁaﬁd'
rice, There are. ‘large year»tonyear fluctuations“j; n:the

' harvest of these: crops.[ Asidée: from: Lhese graxn crops, beeta,
- 8sugaxr cane and fruit including - grapes are grown for: domest;c.

consumpcmon, radiLional export products derlved from beef_ﬂ
and wool are the nucléus of . Lhe-llvestockulndustry.___ '

Through actual'yields of beef and wool: are sﬁabie;‘_the
quantities exported and their value are affected by narket

conditions every: year.
Manufacturing industry -

The manufacturing: dindustry in Uruguay: is more-or-less
dominated by producers ' of consumer goods,:'althoughuféome
intermediate goods such as chemicals and refined patroleumn
products are also produced. The most. important manufacturing
lndustrles are food processlng, textiles,: garments, shoes and
hides,

The manufacturing sector that accounted fOrl_aboutw;oﬁea'
quarter of the GDP went:into a slump in the 1980‘g and " this
fact was a prima;y_cause of the decline in-the real:GDP, - =

From 19?3 to 1980 the constructlon lndustry grew rapldly
An increase - in Argentine investment - in Punta del CEste™ and:e
Montevideo in 1988 stimulated’ the: growth of. the constructlon"
industry. Howevex, a decrease in Argentine 1nvestment in _
recent years has led the construction Lnduqtry to- shrlnk and.-a
its share of the GDP was only 3. 3% in 1990, : R



Servxco JndUSLrLPS like commexce, -transportation. and

S uwarehouszng became prosp@rous dgain in 3986, - although they
5¢ghad been depressed since 198 e Residential. services like
}Melectrlc power, gas, waLer and communjcatlons have also. been

'3" expand1ng. L

'Fiﬁéﬁdé,'ihSurancé;_and government services had heen in a

 slump. since.1982: due Lo the lnfluence of the reduced. bhudget,

-but from ]986 onwards the. fjeld has - been recovering owing to

mfthe effcct of. pOllCleS adop?ed by the banguanettl governmont

A4

(1)

Earnings due-to-tourism qontribute much to the'balaﬁce of

international accounts. The income deriving from sightsecing

by féréign ”tdurists in 1990 amounted to about 240 million

qdollﬁrs,-ngghly eQuiValent,to annual earnings from export of -

beef, whi9h;is.second'tofwool as,aﬁjgxpprﬁ commodity.

Foreign Trade . .
Trade balance

;;Th tlade balance meabured on a customs clearance _basis
had. - belng showing a. congistent deficit, however, 4a drastic
devaluat10n  of the peso at the end.of 1982 and -a sharp
decreései in rimports in.1983'dQG to the domestic recession

. resulted:. in - the balance returning of.the black after ten

yearg. A Lrade surplus was maintained from 1983 all the . way
up to 1990. The trade balance from Janvary to May 1931 has
been in the red again because export of wool, the slngle

"largésﬁ export product, has dropped off sharply owing . an

-uxcess of stock

i ".Jl"'
h

f' bqé,gto the influence of 1ncreases in prlmary exporl
products such as beef, wool and. gralna, ihe valye of exports
(FOB price) 1n 1990 rose to. 1 692 93 .million dollaxs, -an




increase of 5.9% over ;the"predéding"?ééfi-haVinQ'“ﬁﬁth'

{2}

(3)

1,598.78 million dollars, which set the highest record  in
hJBLOrY. ‘ e

he total value of imports (CIF price) in'1990; on’ the
other hand, was 1;342.93 million dollars, an 11.6% 'increase
£rom the prevjons year, due to the pharp * increase *iﬁﬁ the
pche pald to import crude oil ‘at the Lime of the Gulf War
Tﬁe trade surplus shrank to 350 mllllon dollars in' 1990
compared ‘with 395.96 mllllon dthars ‘the year_ before, the
largest surplus aver recorded, because the growth of Jmpoqu

exceaded that of exportg
EXports -

The -principal"GXpott'produots'haVe- traditionallyl-beeﬁ
beef," wool hides and wheat, which have now been"joined. by .
rice, dairy products, fishery products, leather goods, and
garments. . These products are mainly exported to Braatl,‘ the
U.5.A., the former West Germany, the former ‘U.S.S.R. and
Argentina. - ' o ' :

Uruguay's export products are classified‘into traditional
items and others. The two main traditional export'ﬁoods 'are
beef and wool that together account. for just undex 50% of the.
total value of exports. : ' ‘

Brazil and Argentina, countries that -neighbor ‘Uruguay,
are such Jimportant trade- partners that- Uruguay depends on

them to take 37% of its exported goods,

Impoxts

The principal categories of imported goods are crude oil,
machinery, chemicals and transport equipment., ‘These products
are largely inmported from Brazil, Argentiha the U 85 A.,_ the
former West Germany, Iran and Mexico. L P
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'i4)‘8tﬁucﬁuré=éﬁ foreign trade

According - to i -Uruguayan trade statistics (CENCI), the
 t0tal*valﬁc of - exports in 1990 was 1,702,:39 million dollars,
“:iWLthln wh:ch the value o£ exported Lextlle products -including
flbcrs and - garments made’ up 486.8 million .dollars. The total
va]ue of all exports grew 6.6% from the prOVLOuw year, while
that of textile product exporta ‘showed only a slight increase
of 0. 3% A8 the result, the share of.textile products within
totalk exports fell to 28.4% from~30:4% the précéding year.
'fThé reason why the ‘export of textile products lost share was
the 9harp 34% decrease in textile exports to the U.5., the
lead:ng market for Uruguayan Lextlles up to 1989.

_ ~ The .cdnttibutidn,:.hoWever, of textile products tb

-_Uruguay’s total .exports is still high: - The category of
"Important export items" in the same statistics report 'lists
5 fiber and garment products among the top ten: worsted tops
(first"place);;‘raw wodl'(fifth-place), 100%  worsted cloth
- (seventh place),'-wdshéd4 wool (ninth place), and leather
garments~(tenth‘place)." | |

0 The- #alﬁe‘df_expdrted garments fell from 107.5 willion
‘dollars  in 1989_t0.89.8 million dbllafs,_a 16% drop. ‘Lhis
decline in garment exports was sharp when it is taken .  into

~account that overall textile product exports showed no marked
fluctuation. This fact is clearly shown in. *Important export
items."  Garments other than leather gaxments had- been’
‘included as one of the ten. items in “Important export items,
- 1989", Dbut disappeared from the list in 1990. Thus, due to
sagging - export . trade, the share of - garxments among total
 textile products dropped from 22% in 1989 to 18%.

:Looking at the countries  importing Uruguayan textile
~products in 1990, the year in which exports to the U.5.
.z‘dedreaséd' remérkably;'the=U'°.‘dropped to third place from
R A flrst place ranking in-the- previous year. . The People’s
*5iRepubllc Qf; Chlnaj (hereinafter referred to as “China“



replaced the U,S. in first,place;even:though'it too;tookxigss
than the vyear before. 'pvérall,- exports to the . former
U.S.8.R., 1Italy and Holland showed great improvement, but
Uruguay was ~unable toxincréaSG'éxports.as ~a- whole.. ~ The -
increase in exports tO'the'-formér“-U.S}S.R;,”ﬂltaly;ﬁ'and
‘Holland was 20%, ovexr 80%, and 70% respectively.

The total value .of imports in 1990 was -around. 1,400
million dollars, while éxports%totaled  approximatély _l,?OO
million dollars, leading the trade balance to tip about . 300
million dollars - into the blackf. Looking ‘just',at textile
products, the value of imports was 65 million dollars while
that of exports was_486;8 million dollars. There. was a
difference of seven times between exports and imports. The
main - imported textile items were raw - cott@n and <cotton
fabrics . valued at 11.3 million dollars. Jute fabrics worth
2.5 million dollars were also imported. The biggest exportexr
of textile products to Uruguay is = Argentina, it‘.exPorts
goods worth 18.1 million dollars to_Uruguay,'accounting; for
27% of that country’s total tektile imports. Brazil - ranks
next Lo Argentina with 12.8 million dollars in value and a
20% share. The U.S.A. occupies third place, exporting 6
million dollars woxth of textile produdts to . -Uruguay.
Paraguay takes foufth,place'with 3.67 million dollars  .and
Italy gstands in fifth place with 3.66 million dollars. .

The share of imported textile prouducts coming from the
neighboring three countries is guite high, making up 53% of
the total, but . imports 'from Asian countries are . still
noteworthy. China, = who stands in sixth place‘by' value of-
. goods, has come up so rapidly that its imports rose from 0.19
million dollars in 1989 to 2.7 million dollars in 1990, in a.
single breath., Korea’s textile'prbducts delivered to Urxuguay
have increased from 0.72 to 1.40 million dollars.. . The top
ten. exporters of textile products to Uruguay includ four
Asian countries: China, Bangladesh, Korea, and Japan.: . The
total value of imports from these four countries reached 7,8
million dollars in 1990 (4.2 million -dollars  in: 1989},
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accounting for 12% (6.8% in 1989)“6f total: textile product

imports.

- phe ‘export .of Uruguayan garments takes place mostly under
merchandising carried out by parties in the importing
countries: it is rare for Uruguayan garment manufacturers to

| export--'their-. goods under ‘the . support of : their own

marchandising. However some hide and leather companies,
knitwear makérs, arnd swimming suit makers merchandise their

own products abroad.

It is noticeable that garments imported. under the pretext
of being secondhand godds have recently been increasing in

LSouth Americag*:These;productS'are actually new garments that

" have been treated by intentional wettihg and drying in ordex

to appear used.  Garments imported under -the category of
secondhand goods are_subject.to lower import duties, which
permits them to sell at a low retail price. Such secondhand
clothing is rising'in popularity among people in lower income

" brackets, reésulting in increasing imports.

 1)

Mercado Comn Hel Sur (MERCOSUR)

Negotiatioﬁsi that had been taking place bhetween four

"Latin American nations, namely Brazil, - Argentina, Paraguay
and Uruguay, with respect to the creation of a common - market
“came to- a final agreement which was signed by .the nations

concernaed. in Asuﬁcion,.the.capital of Paraguay, on March 26,

11991, - The agreement so signed is called the fYratado de
‘Agsuncion; an outline of which follows.

Name -

The common market is called Mexcado del Sur, abbreviated
as MERCOSUR. | '
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ImplementationfofaMERCOSUR§f »'J?5

MERCOSUR 18 scheduled for melementation by Brale and. -
Argentina in January 1995, and by Uruguay and Paraguay in

January 1996, .
Creation of a common  maxket
Creation ‘of 4 - comwon market means - freé'”mévément of

commodities and services by virtue of abolltlon fg tariffs
and removal of non- ~tariff barrlers (Maxmmum off;hore Lariff

- rate of 35% is being negotiated w;th GATT -as of July, 199? ).

In addition it also means establishment of a common -offishore
tariff, .adoption of - a common'trade'Vpolicy~'t0Wards‘-third

,'countr:es, coordination of macro~economlc pOllCY, segment by-

5)

_segment economlc pollcies and leglslatlon

-SChedule to reduce internal trade tariffkrates-,_

The number of Jtems protected by each country is 394 for
Argentina, 960 for Uruguay, 324 for Brazil and 439 for
paraguay (as of March 1991). ' '

Uruguay and Paraguay agreed to réduce the number of .
protected items by 10% immediately after the :validation of
the treaty, by another 20% at the end of December 1991;. and
by an additibnal 10% at the end of éach'Decemberf-of"every'
vear from 19927.through 1995 8o - that no items ‘will he

' protected -after.'the;end'of_December 1995 ‘:Argehtinag and

Brazil agreed to reduce the nunber of protected . items at - the
end of each December 6f evary year beginning retroactively in

1990 and ending. in 1994 so that no items will be left
protected after the end of December 1994. | ' ‘

Organization

The - Consejo de Mercado Comun (Council 'of:”the‘ Common
Market) is the adminlstratlve organlzatLon of MERCO&UR._‘
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The Consejo _de'_ Mercado 'Cbmun,w is..7 the. : highest
organjzational body w1Lh1n tha MERCOSUR structure. It is in
-charge of lmplementlng polches deflned under the. treaty, and

‘s o also’ Lhe final dicision maklng body. The Consejo  de
e Mercado Comun dg mad up of -foreign ministers and economic
,.mintsters from the member nations- and convonoe al least once
;every yeax wmth:.thei:preeldans__o£= member  nations  in

attendance.z

The Common Market Group.i8 the standing organlyatlon Cin
charge of lmplementing prov:elons of the Asuncion treaty. It
conslsts of representatives from the ministries of foreign
affairs and economics, and central banks of each member
nation, The administrative secretariat of this- organization

is located in Montevideo.

In additidn, 10 sub-committees are organized within the
Common Market Group. in oxder to study coordination of macro-

econonic policies and: segment-to-segment industrial pO]JLlGS

1-6 _Education'

The level'of‘education-ianruguay is reasonably high with a
literacy = rate of 97}4%-(e9timate'ae of 1987). The system of
education .in Uruguay comprises-primary education (six years in
primary' schoolq,'_secondary education {six years in middle and
'high school) and univeirsity ox other higherz education. - Nine
‘years, i.e. -the six years of primary education and the  first
three yeers of.secondary-edﬁcation,_are obligatory.

”1ﬂ7. Labor
The raLe of unemployment in Uruguay has been around 8 - 10%.

'_;ddring recent years ‘but -has been thher for female workers Lhan
fOr_ male. workers. - The average from February to April - 1991 was

'ﬁ_{7 58% for mon and 13 84% for women. The overall average for male
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and female workors was. 10.27%.

Net. -wages showed substahtial“increaSGFimmediately after the

transition to civilian government in March 1985. Ther}rate- of .

increase in not wagés has been progressively slower thereafter,

amounting to only 1.50% in 1988 (comparison of yearly -averages).

Net wage increase was negative during 1989 and-19901due.fto- the

rate of inflation being higher than the rate of “pominal . wage
increase, The negative trend in net wages has continuéd' during
1991 undex inflationary pressure. The minimum wage as of = July
1991 was about US$ 90 per month. ' o

1--8

Infrastructure

(1) Road txranspoxtation

(2)

The -total length of roads in Uruguay is  about 50,000 kn
out of which 9,600 km is national road. and - the vrest is
prefectural road. ._ _

The national road systems radiating from the city of
Montevideo to principal regional cities and to Brazil and
Argentina total about 3,800 km in length and road among main
regional cities, is about 3,800 km in.length. The - remaining
2,000 km belongs to supplementary road systems that -are
mostly unpaved or of very simple paving. Because connection
to Brazil and Argentina, which are the principal trading
partnexs, is by road, freight transportaticn to 3Brazil -and
Argentina as well as to Paraguay. and Chile is:@ carried
primarily by road. ‘Ninety percent :of  export . freight
transportation to those four countries ig carried by road,
thus seriously eroding the rate of railway transport. -

Railway transportation
AL railway systems are under the  control of - ithe

Administracion de Ferxrocarriles del Estado. -As of :1986, the
total length of railway track was 3,005 km with only 11 km-of
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Vdoﬁbleﬁtrﬁék gection.:  The ‘Uruguayan railway system had

'j“oriﬁinally3beén'managed“by'a'Bfitish-enterpriSQ unit it was

nationalized in 1948. Becdause maintenance and repair made
since héé heen very poor and no capitél.invéstment has been
made,;the_éystém'i$ superannuated and‘operatés with very poor
efficiency. r.(:orisequen_tly,' freight <transportation is

- primarily dependent ‘upon - trucking and . passengers prefer Lo

(4)

take bussos except foi long distarce travel,
Marine and river transportation

The principal harbors are Salto, Paysandi, Fray Bentos,
Nueva Palmira, Carmelo, Colonia -and Puerto Sauce in addition
to Montevideo, all located along the Uruguay River. Fray
Bentos'is known as a grain shipping port while Colonia is
considered'important as a base for the ferry that connects to
Buenos-hires_bn the opposite side of the river. All harbors
have a depth of around 5 m and are suited as river ports for
small boats. ' -

Accordingly, Montevideo is virtually the only point

'capable of handling foreign trade shipments.

Alr transportation

' Because Uruguay is a small country whose population is
concentrated in the Montevideo capital district, and which
had a railway system during its early stages of growth,

- development of an air transportation system was delayed. The

Caxasco airport in Montevideo was the sole international
airport for a long period of time. Carlos A. Curbelo
International Aitport opened recently in Punta del Este to
deal with the increase in tourism,

Communications

In Uruguay, telecommunications services, including

telephone, ¢ablegram and facsimile sexvices, are the

- 15 -



fexdiﬁ?i#éﬁ domatn ofa*ﬁth National Teleaommunlcation i?ﬂf
- Corpdrgtiqn which iﬁ under the jurisdlction of the Ministryﬂf;f

o
;_-‘.‘_V,__,, :

S There “are. 32 radio broadcasting'$tat10ns in the cxt,ﬁ;‘rffj 
Montevjdeo and 98’ staLtons an regional 'CLtles,._ph tota1 '“'_
- numbex of radlo broadcasting statLOns belng 130 - There are 4¥¥L:;

PV broadcast:ng statlonq lD Lhe city £ MonLevxdeo and 19
 staLions in reglonal cities, the toLal belng 23 (as of 199?)




. PARY TT . CURRENT STATE OF THE URUGUAYAN GARMENT INDUSTRY

'*'ﬁiéiL;Int?adubﬁigq*dgﬁwexti1@Lindﬁ$pﬁx

| :{;;;éh. 'Uruquayan Lextlle industry comprlses the sheep _raising,
_;:splnnlng cand weavxng, and garment ~1ndustrles (;nelgdlng_ knit
ftwear), ‘each: of whach is represented by . itsg_eWntjzbusineSS
3 organlzatlon.‘--The spanning and weaving lndustry is”;generally
coneiderod to- oncompass the whole ‘train of productjon _beginningl.

:2_with : splnning Lhrough weaVLng, dylng,‘ and sortlng,; Many

.produttlon faCl]ltieS are rather anthuated, while state-of-the-
a plant and equlpment have beon_ 1ntroduced _Linte somne

_;~enterprsses‘ .

Garment lnduqtry Wthh joihed-_teXtiler velated industry
belatedly g isj' classrfled 1nto _e;ther:.of . export doriented
. enterprises or domestic market oriented enterprises, each of
~which . is controlled by the respective industrial association of
entérﬁriseef:Inetitﬁtiens:ih charge . .of the control of the garment
';lndustry are Camara Industrlal de la, Vestlmenta {CIV) and Punto
_Industrlal Urugyao (PIU) Most of the. export “oriented garment
gmanufacturlng enterprises-;are_ engaged : the subcontracted
productlon in Compliance with the specifications designated by
_-"overseas buyers. AS ‘the result, very few enterprises are '.capable
"'_of 1ndependent merchand131ng for export.r_ '

n In general production faOLlltleS in the garment lndustry are
Etllkewise anthuated, the proportlon of juvenile workers. is rather
Jhlgh, and product1v1ty lS low Many members of CIV are engdqod
f:primarlly 'inﬁthe productlon of men’s and women’s outer garments

-:.;such as sults and: coats  Some- members ‘howevey are ongaged in. the

ffproductlon of'leather goods, lady s underwear or swimming suits.
e"Iﬁ_ addltlonﬁﬂthere are household lndustrles scattered ;over the
‘”zcountry Wthh speclallze ln order made garmentb and are. fgvored

Coene




primarily for ordexr made; lilgh- gf&‘de‘féﬁéﬁin‘g ‘gowng' ! ibhere aré
also special:sts engaqed in the production of dGSignef' brand
haute couture and pret-a- porter items, Fxchange between . those.
designers and the garment Lndustry‘in general, however, Js rather*
llmited. ' ' '

Because there exists no industrial organizafion, such as  the -
Textile Induqtry Association; capable of exerCLSJng general_
control  over the industry as a whole, communlcatlon betweeh  the
spinning and weav:ng industry “arid  the garment Jndustry is
gporadic and not well organized, partly due to the fact that  the’
wool and eplnnlnq and weaving lndustrles are’ export orlenLed

(1) Wool industry

According to lnformation avallable from the 1nL9rnaLional'
Wool Secretary (IWS), Uruguay stood seventh, producxng 93
. thousand tons (2.7%). ' | '

As an export item, wool is still as important to " Uruguay
as meat. ° As mentioned earlier, total ekports of  “textile
products were US$ 486.8 million in 1990, among thch7-wof§€ed
top was the larqest single item accounting for’ annual export
ecarnings of US$ 190 million. When other wool products ‘are
included, ~total ~annual wool ‘exports amount  to US$ 300
million, equal to 17% of the country’s total exports: -

Oout of the 30 million head of * sheep currently fbeinq
raised in Uruguay, the majority aré of the Corriedale species
which produces thick woeol (fiber diameter larger than '2?-
microns).  Consequently, local textile manufacturers are
obliged to import thin raw'wooll' This is largely ‘due to

- Uruguay’s mild climate and naLural sheep breedlng practlces

{2) Spinning and'weavihg industfy '

The . Uruguayan spinning and weaving"industry* comprlses_
‘production of wool, cotton and’ synthétic fiber: products,;*ﬁhé
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7“'1argeat proportlon QOHSJStLﬂg of -wéol- goods Under  national

“.policy to encourage modornlyation ‘of - local - industries,

_ leplemented .since 1973 by’ thé government; state-of-the-art
'_plant “and’ equ;pment have been imported by the spinning and

‘wéaving lndustry from Geripany. Efforts have also been made
to_iﬁcrease exports, from 1% of total exports in 1975 to more
than IO%Iinslgﬁéland alnost 30% nowadays.

 mhe  Asoeiadlon | de -Industrias Textiles del = Uruguay
carrently "has = 78 enterprisées. as members; 27 of whom are’
involved _in. wool, gpinning and weaving, while 23 perform
cotton spinning and weaving. Many enterprises are engaged
concurrently  ih*'both spinning and ‘weaving,’ using mostly
. ”1OCally' pfoduCed‘ftOP ahd-a--small‘ quantity Qf' materials
importéd'from Argéﬁtina. | ' '

Sighty  percent of wool fabxic is exported directly, 10%
is for local conqumpLJon and 10% is exported aftexr having
been made into garments. Accordingly, 90% of total
production is'expofted, - Uruguayan ékports‘are-primarily of’
patterned fabric because plain and fiked count. fabrics are
not sufficiently compétitive in the export market. '

. On  the other hand, the Uruguayan cotton  spinning and
‘weaving “industry, which is wholly dependent on raw cotton
'imported from countries like Brazil and Paraguay, is not as
'strOngiy_ structured as - the Uruguayan wool spihning and
weaving. industry.. - The'_lndu%try has been threatened by
ihcreaSQd' Jmports due to forelgn exchange rate fluctuations
©.dm recent years, reSultlng in the bankruptcy of more than 40

:enterpriSés - over - the last 10 wyears..  Annual = current
prodﬁdtion‘“of' cotton fabric in-Uruguéy is no greater than

“-about "8,000 tons,; out of which roughly 3,000 tons are for

”T_export whlle dnother 4, 500 tons are for local consumptlon
_ ”Tﬁé :syhtheticffipér"textile-industry currently. produces
" about 1,000 tons annually, but is almost wholly dependent on

"'impdrtedf"material'fchipsf'-Théfgeneral textilé  industry in

e igia



(3

Uruguay, with ekceptionnof{thegwool,ssgmeht,‘:is__conﬁrcntéd

with severe competition from their .Axgentinian and Brazilian
counterparts, with rather grim prospects in spite of  the
establishment of the Mercado Comun del Sur (MERCOSUR). |

Accessories and subsidiary materials industxy

~ As the factors indicate, much depends on the diversity of

- design variations of accessories and subsidiary materials,

as well as their quality, in elevating the added value of

 garments.

1-2

(1)

In order to Sﬁrengthen its own independenﬁfmerchandising,
it is necessary that the Uruguayan garment ‘industry - develops
local désign and production of accessories and subsidiary
materials and builds a diverse inventoxy of imporis (for

“example, by joint purchase and stocking).

Garment Industry
Introduction
The history of the Uruguayan garment industry 1is

relatively short when viewed historically, in comparison. with
the wool industry which developed along with the foundation

-of the state of Uruguay. One-hundred forly-two enterprises

are registered in CIV, which was founded in 1964, while 64
enterprises are registered in PIU, which was spun off in 1973

from  the assbciation of wool spinning and weaving

enterprises., According to those two agssociations, the total
value of shipments during the year 1989 was 208 million
dollars while "about 12,000 workers were employed byrlthe
industry. . The value of garment exports according to . 1990
trade statistics is 140 million dollars, a 16% increase f{rom
the previous year.-Iﬁ'leather goods are excluded from this
amount, garment exports totaled -89.9 million dollars, a. 16%
decrease from the 107.5 million dollars recorded the. preyious
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year.

Most exports are destined for +the United States of
Amertca, though orders from the U,S5.A. have boen decreasing
since 1990 while exports to Europe, BTale and Argent;na are

. 1ncroasxng

‘Uruguayan garment products for export aré:provided with
qﬁality' labelling to display country of‘origin, quality and
handling instructions in compliance with the request of
overgéas buyers, while none of the products for ' domestic

consumption ig provide with such a labelling.

Each exporting enterprise has its own export channels and
no joint ‘trade fair for the industry- has been organized.
There exist certain trading firms which cdrry out gsales on
behalf of manufacturers and place orders with several

B manufacfurers.

(2)

Most garment production utilizes' antiquated facilities
with  the exceptlon of a few large scale manufacturers who
have iﬁtroduced CAD/CAM or  state-of-the-art  computer
cOntrolled knitting machines. Most imported sewing and
knitting equipment is of German make because  better
maintenance services are available than for Japanese nmade

equipment.
Overview of woolen garment manufacturing enterprises

It should be noted as the distinguishing feature of the

‘Uruguayan garment manufacturing industry that a majority of

ita enterprises are engaged in processing for a fee in

compliance with the specifications of their clients.

The. prxncxpal export térgpts are countries within the
MERCOSUR sphere and the United States of America, while some
target European countries. A very few have their own brand,
but no will to aggressively market those brands on the world
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(3}

(4)

market was identified.,

‘Every wool weavxng entexprise is export orlented and

_appoars to be less concerned with the. local garment Lndustry

Outline of the denim garment industry

‘Most existing Uruguayan garment manufaoturing‘enterprises

‘were initially founded. around the time of World War .II (in

the .19408) “Pheir plant; equipnent and technology have. not
been renovated sxnce their foundation. No high performance,f
high productivity sewing wachinery and technology, such as is
often found nowadays in Southeast Asian or Caribbean coast
countries' and which takes advantage .of high-tech -enexrgy
saving techniques, has been introduced.. = Because US  and
BEuropean enterprises have shifted emphaSLS to low cost, high
quality productlon in Mexico, the - Caribbean Coast = and
Southeast ASla, the Uxuguayan denim garment industry has lost
its market. As far as costs qgo, most of those other
countries can produce classic five pocket denim Jeans for 6 -
6.5 USS/pair, whlle the cost in Uruguay is no less than g8 -
8.5 US$/pair.

Only those-_onterprises “which are capable .of  small
quantity/large variety;production of high added value items
have a good chance to survive and develop further in the,faoe
of competition. | | .

Overview of the knit wear industry

In Uruguayan knit wear enterprises, knit  sweaters
emphasizing Uruguayan characteristics remain the mainstay of"
production. These enterprises can be. furthex categorized
into those that specialize in hand knits and. those that
specialize in machine knits. Hand knit manufacturers = are
being obliged to entex into machine knit productlon due to
labor scaroaty and to reduce production costs.
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"ManUfacturefs cof i 'relatively large. ‘scale are  export
oriented and put less emphasis on local sales. '

'Thé¥raﬁ'materials~used are predominantly Uruguayan wool,
Looospun intovthick_tektur@-yarn‘to make swcaters for protection
against - the cold.  Alpaca. and angola are also used for  hand
knits and machlne knits respectively to make finer garmentq
Many enterprlsoe also manufacture cotton knit summer wear.

1-3 'Personnel Development

In Uruguay. the lnstjtutLons ex1stlng for deve]opang ppraonnel
with skills in garment related areas are  the: Unlverqldad del
Trabo jo del;'Uruguay (UTU) and the Centro de Diseffo Industrial
o1y, o | S

(1) Universidad del'Trabajo_del Urugﬁay {UTU)

 This is a natiohal educational institution founded in
1879  whose curfidulﬁm covers ‘the fields of industiy,
agrlculture and services, The.c]othing:and"ornament related
department lS lncluded in the field of lndustry Tuitioﬁ is

gratis.
School course and standard ages arc as follows;

- Primary course : 3 years after graduation from primary
- school (Sténdard age 1 12 - 15 years old)

- Middle . course : 2 years.aftef .gréduation from primary
course (Standard age : 16 -~ 17 years old} -(Design class and

_SQWlﬂg class)

- Upper course. :'3'or'4 years after graduation from middle
| ‘course (Standard age : 18 - ?] years old) (Those graduated
from the 3 vyear course'are awarded the title of sub-
 technologist,. and those graduated from the 4 year course
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are awarded the-titlé of.tedthIOgist,).~

The prlmary course is ngen in 97 locations throughout
Uruguay. : The: mxddle and upper. - conrges are-. given’ in two
lOC&thﬂB each; located in Montev;deo and Paysandu ~Table
I1-1-1 shows the number. of studonts -and.: Larget of educatlon_

- as of July,'1991 ' ' T

rable II~-1-1 Number of students and target of education

Primary course [Middle couxse [Upper course.

No. of students 1,386 144 _'46'
Targeﬁ of Acqhisitidn of Acqu131tlon of |Middle

education basic education)skill management
: ' ' : . |of entexprises

Source : UTU information

One uniQué'feéttré of UTU is that it'énlistshﬁhe_close_
cooperatlon of pertinent lndustrles. For examplé}_a shortage
of competent teachers has become a serlous problem for UTU as
a whole. The knlttlng 1ndustry bore part of the cost to
dispatch teachers to Germany for study and training in 1990,
In addition, teachexrs have also been dispatched to '[SENAI]
which is a garment related educatlonal institution in Bragll
There is also a system by which students can study while
working half'days'in COmmercial énterprises} The system is
effective in pfeventing’?chool dfdpouté.' Nlneteen students
out of 28 are benefiting from this system, '

As no student has so far been graduétéd Lhere are no
actual employment histories of graduates te sLudy : However,'
the title of technologist will be awarded to graduates of the
4 year course and the sub~technologlst txtle w;ll be awaxded
to graduates of the 3 year course. h
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?-In addiilon, the pr:v1lege of “entering university will be
'%'extended to graduates of the 4 year: course, if they so .
d@s:re Howaver, since job opportunities fox’ graduatev- with
the Lechnologxst title may be insufficlent dite to the limited

- number of: enLerprlses in the Lndustry, the establishment of
anothex course-to educate candidates to become managers is

beiny examined. -
“Problems:

- Phe number of teachers who are fully knowledegeable in the
latest information and techniques is extremely limited,
thus making it impossible to provide education in the

modern sense.

Efforts are being made to dispatch teachers Lo
. enterprises éQuipped with modern facilities, but so far not

in large enough numbers,

Praining of teachers by a school called LICEO FRANCE,
which was established and'supported with the cooperation of
the French Embassy, commenced ln 1892 but is not yet quite
satlsfactory o '

© .- No funds have been appfopriated in the national budget to
procure the facilities badly needed for the edu(at1on and
-Lraxnlng of students

‘Students are being sent to factories equipped with
special purpose sewing machines for exercise and practice.

(2) Centro de Desego industrial (CDI)

CDI was founded and i¢ now being operated with funds
" provided under  the ODA program of thé Italian government.
The building (which ‘used to be a penal institution) was
provided by. the Uruguayan government while the Ttalian
'g0verhmenp'. provided teaching materials and equipment
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_(lncluding electrxcal equipment) under the granL _aid;' Thef "
total c¢ost of Lhe-‘instLtuLion was 2,5 mllllon do]lars'
Jincluding the cost of ,alif equipmenL (weavxng machlne,_:
woodwork, . sheet metal work, design; CAD}. procured in
principle in Italy with- Lhe exception of persona] compuLerSH

and cameras‘ which were- procured.from_ Japan and Macintosh
computer graphics. The institution was founded.in @ 1988.: and
the Italian government committed to a five year period ~of

" technical cooperatlon durlng which two ILalLan experts ;were'
to be dispatched to Uruguay for long term stays while some
.graduates were .to be dLspatLhed to' Italy -as! short term

trainees.

Phose who have graduated from middle school (equlvalent.
to -4unior high school and senior high school in Japan), are
normally at least 18 years of age and not exceedlng 25 vyears .
of age, and have passed the examination are qualified for

admission.

Those applied for admiséion in 1992'were 200 out of which
37 were admitted. '

The 37 students ~admitted in 1992 will  select their
speciélized 3 yeaxr courses (industrial: design course,
textile/garment course)'one year later. Those who:select. the
textile/garment course normally number 3 - 5 every year.

The first group of 18 students (13 from the “industrial
course and 5 from the garment course} finished their courses

in November 1991,

Eleven candidate graduates (two from the garment - course)
out of 18 stayed in Italy as trainees during a three  nionth
period beginning in Febxuary and ending in-April—1992u Séven"
candidate graduates who did not stay in Italy made~-up,:the
training by a correspondence course. ' T o
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(3

Development of himan- resources for the garment industry

' Althcﬁgh no'systematic effdrt is being made by_CIV or P1U

‘to' develop human  resources for - the  industry, - both

“hinstituﬁions  are :fully: aware of the need. for human resource

development{ A program to reform the awareness of executives

and - managers is scheduled to be launched through the
cooperation of -REFA 'of Germany: '

Both“rinstitutions . are.. waiting for = the graduation of

‘students from the advanced course of Universidad de Trabajo
“del Uruguay (UTU) and are providing cooperation and certain

needed equipment for'onnsite practice. -

The fact that the number offstudents who are expected to
graduate: is.limited,-and-that they will not immediately be
qualified to take places in middle management, where skilled
perSOnnel are - in .veryf short.-'supply, is considered

~ frustrating.

1-4

(1)

- Product Quality Measures and Activities

Product .- quality- activities sponsored by the - Uruguayan

government..

‘LATU . is:providing quality assurance services for export
products. Tts service for meat products has been identified
as meeting international standards. Although textile related

products = are included in the scope of its sexrvices, so far

its services have actually been applied only to . yarn and not

to garments. Although the textile division of LATU is

staffed by 3 engineers who run it, outside  specialists are

hired and dispatched to businesses in oxder Lo provide

-4:technical §zguidance. - The ' cost . of dispatching these

speciaiists' is shared'equally by'LATU-and the businesses.

'fRelatively'large scale businesses are taking advantage of the

E:pfogram}~thé:content of which is .as follows. .

. —2?? g :



" Carrying3phtuthe.quelii§soontro1iérograﬁff e

. AgHistance in h"a'naimg _c.;gi_m_s S

(2)

Lo Use of - facslltnes whose cost JS beyond the reach of prlvatefjf

sector enterprises

Although there are Lextlle related departments Clat
Natlonal university, none of Lhem is d01ng any basxc researehg_

- o1 qtudy relatlve to a quallty cextlflcation program

Standards, product mafkings

In preparation for the inauguration of MBR@OSUR[._e
committee in charge of- quallty assurance marklng was' formed.

LATU. represents Uruguay on’ ths commxtfee

The Institnte ﬁruguay'de'Normds'Tecnicas C(UNIT): ‘is: a -

Cprivate soctor Lnstltutnon that ig also involved An standards‘

and product marklng

UNIT was founded in 1939 as a non-profit private sector

~institution. It has about 130 enterprises. . .registered .as
. members. UNIT had been an associate member of IS0 . when it

became a full ISO member in 1991. UNIT is also closely .
assocliated with COPANT -in which 18 countries: partLCLQate and'
with - IRAM of Argentlna through buSLness contacts. ' Thirty
sactional meetlngs ‘are regularly held thhln UNIT '

UNIT's principal.areas of‘activity'ere,as_follow31'V

-~ Standards related work .

- Collection and = dissemination of ‘standa¥d - related =

information

-~ Disseninating informationj;of*quaLityf{oonproifugprogfams--;,
(seminars, technical guidance) I S A




'“V,Qn Qualjty certificatlon ~tproduéf*“dértifidationfioniy;- not.

including factory certlfncatson)

UNIT is éurfehtiy pfdviding qha]ity--ceftification for
'gpropanei gas, flre extlngulshers and. electric wator heaters,
but not for qarments.' ' '

Though labe]ing w1Lh handling cautions was established in
]982 as .a. UNIT sLandard in compliance with 180 standards, it
‘ls not. onforced nor- are products accredited as yet.

 Quality thtroi geminars so far sponsored by UNIT until
today . July, 1991 have been _attended by about 4,500
' partlcxpanrs  in total. Althéugh many from the textile
lndustry hdve attended gquality - control seminars, only a few
from the garment industry have ever attended a quality

- control seminar.

7 The'operation'of UNIT is financed by membership feed paid
b?'.about-130 Membérs, by seminar participation fees, and by
_conqultlng fees which together are not quite suffxClent The
facLors hampering UNIT in its activities include insufficient
 fund1ng, lack of financial support from the government and a
limited ability to compel private sector enterprises to
‘strictly observe the applicable standards.

Product marking of garments originating in Uruguay

ﬁmong garments manufactured in Uruguay, _these intended
fof' export are marked at the request of the importing
‘ buyérs, with certification of the country of origin, a
-,déSCriptibn Qf the materials of composition, and care
'inétructions. No such: marklngs are provided on garments for

-local consumptlon‘_

"*Both'CIV_and RIU recognize a need to provide markings on

”~f;product9 for. ”1ocal':consumpt10n. Camara Industrial de la

'*”Vestimenta has begun to take actlons in cooperatlon with LATU




'.to enforce the marklng of products for 1ocal consumptlon,ﬁ It‘T'ZT
is conSLdered very Jmportant to plovide marklngs that lead Lo  fff

upgradlng, “the promotlon of exports and to tho protectlon of
=local consumers.a;.w-im.' S . R R ‘ E '




_ Chapter.2. Present Status of Garmont Induptry .. ..

J

'QCamara Induﬁbr‘al Uluguayoéaquw;ﬁg;S,gﬂkﬁ;;-

Ui e shown: be ':théfé oxist ¥, industrial. dsscoiations in

 -;§1;Uruguay, and withln the Asocxacxon de Industr;as Text:los del
"foruguay Lhere oxlst - Qectlons. hw;:{qjﬂgi,wﬁ.-'"

:'> i .='- : ‘-"‘

=hy Asocxac:on .jdé Fabrlcantes de Botones,.,-ngrajes Yy
: Accesorlos para Cupros y LoanCCLones' :

2 ASdCiaCiéﬁ:.'qe3fﬁhbpicantes§wdé Pibras .. Sinteticas .y
- Artificiales - - —_ :

. 3) Asociacion de Fabricantes de Prendas de Tejido de Punto

'?.4)fésgciaéionfdemFabriéantésudé'Prendas@parazla Industria

By Aééciacioh:dg”:ndustrias-Textilesadel Uruguay

'}J*fSéCtor; Fabricantes de Filamentos y. Fibras Sinteticas
' “ArtlfLCLales | B '
QQ*'Sector Pabr:aantes de Medlas, Lalgetlnesy Y ZOquetes
??ffSecton Hilanderlas Y. Tejedurlas «de Lana
'fgf{sector HJlanderlas, Te;edurnas— Yo TOIN]HaClon de
'" iAlgodon, Seda 'y FJbras Sinteticas y Artificiales
 EﬁH¥}SecL0r Pe1nadur1as de- Lana ;
'-}!* SecLor Varlos‘ (Clntas, EldstLCOb,_ Hilos, Cordones,
Ceteu) e
'7f;f¥'8ector Te31dos de Punto Y Malleria en Gunexal




(2)

Relations Loetween Céﬁarefihduétriélieﬁd!eaehp“ASQCié¢i¢n53aéf

Industrias

Although there 'iS'-no fOfmal;-relatiohe bétﬁeeh-;Cémafae'
Industrial and the AsOCLaclons de Industrlas jih"termS:'bfe_.
their artlcles of lncorporatlon, elose business relatlons do
exist. Lf Camara - Industrial- reeeives‘ meseages from‘ Lhe

- government - or 1s consulted' by Lhe government, camara:

1

industrial will - often ‘semmon‘ preeldents-;ve_ generd]

secretaries of the Asociacxonq de Industrlas ﬁ_ order to -

convey the message to member enterprlses, or vice versa. CCIV
and PIU are very active and dedicated. They respond WLLhOut
fail to any proposals All-meetings are well:_attended by

nember enterprises.
Camara Industrial de la Vestimenta (CIV)
‘The chamber was founded in August, 1964.

The current number of member enterprises is 142, whi.ch
includes 47  manufacturers - of . WOmeﬁ's_ clothing, 36
manufacturers of men’s clothing, 23 manufacturers of’ leather
and fur goods, 15 manufactuxers of.jeens, 14 ﬁanufecturefs_ef-
shirte, 10 manufacturers ef sportswear and 10 manufaeterers

of underwear.
In 1990 member enterprises exported QOodS~worth about 115
million dollars, including about 60 million dollars in

garments and about 55 million.dollars in leather goods.

The chamber is engaged primarily in “protection’ of the

industry" and ‘“negotiation with the. government." More

concrete, it pursues the following activities.

Negotiation with countries with whom bilateral agreemehts
are in effect (Argentina, Brazil, Chile ‘and Mexxco)
garment quotas, and allocation _of quotas to member
enterprises . C N
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1' ParLicipat1on in the UruguaYan delegation that .attends
_conferences to. dlSCUSS LGXLllO agreements with foreign
7c0untrjes'

Relaying notices of overseas fashion shows and fairs sent
by ~the Ministry = of Economy, Department of.  Trade and.
. Commerce to member enterprises

Assistance ' to members enterpriseés. in settling labor
" disputes - SRR :
'2) Pinto Industrial ‘Uruguayo (PIU)

Piu was founded in 1973, At the time of foundation, 17
companies, equal to 50% of " -“the  existing = knitwear
manufactureré, joined. As of now, 65 enterprises out of thd
efisting'-QS’cdmpanies partibipaté; these 65 ‘members cover

" almost  100% o£3eXportS'and_80% of the total prodﬁdtion of -
knitwearf.';. i o s - |

fMain-activities:are;»

- Coordlnating export quotas under bllateral trade agreements
(w1th Argentlna, Brale, Chlle and MGXLCO)

"“;'bollecting éhdsbummarizing_statisticaL information
- Assisting in the settling of labor disputes

The association: determlnes minimum wages, althouqh it has
Mo enforcement powers.

Providing . information  pertinent  to technological
“innovation and personnel development

Part101patlng :ih telations with the administration on a
__case by casge pasis. For. example, 1t participates in

‘discussions of subsidy issues and communicates with member

e




2-2

(1)

companies:

:Haﬁagémeﬁt 0tgaﬁizetiohf;Jfg;ffiffﬁ“'*““*

Model oompahieSf:lfmvw{e

_ 14 model companles ( wool Lextlle garment manufacturors,ehf‘“
"4 denim garment manufaoturers,‘S knltwear manufactyrers): were;‘;5”

.. selected Lhrough screenlng for detallod study The method of”g

1)

-OVerviewLof%model'dompanies,;rff*

the 'screenlng,- partloulars, and resulLs of sLudy shall T
covered in the next section and summarlzed 1n Lhe summary of:f'"

materials, -

on the whole, Uruguayan lnduetrles ConSlSt px;marlly ofa:f_

small :scale companies wlth fewer Lhan 100 employees, ;rThe

proportion of companies w1Lh more than 100 employees le ;hog_
greaLer ‘than 0.6% of all oompanles Because the garmenti

industry is typically labor 1ntens;ve, by Uxuguayan standards_:'

the industry encompasses many - large scale _companles :liEor~;'
example,. 35 of the 142 member’ companles of CIV., (24, 6%) re
categorized as 1arge scale enterpr:ses The'. total number of;_

employees of Lhe 26 large scale companles in PunLo Industrlalﬂ:

Uruguayo is about 6,000 (Jnoludlnq 4,000 who work at home),f
equivalent to an average of 261 employees per enterprlse. '

The average number of employees of the 14 model companlesnxin
guxrveyed this. time . is 330. (maXLmum 900, m;nimum 58):.f’:“
representlng the top ranklng companleq Ln -the: Lndustry (Table_;_,e

11-2-1).

el galan s s




Table IT 1 Number of employees o£ ﬁégél-gémpanigﬁ-_i_

cmpa_ni.e'é'ﬁf Average Max. Min T Remagks'

483‘,; _”7507[ 22!,‘_, e
L S ?81',"_5‘:,. % B AR IR R N e T I I R LT E S
L2930 - 900 ;."g_fsa‘; ~Incloding outside kaitters
A,330 y | pe T T .

siHool ¢ S
a'Denim g
e ]Knit C B
o Totald v 140

| Source i Fleld study (1991)

' an outline of the model companies Ls shown in fable II-2-
e A T T

- able I3-2-2 Outline of model companies

_ijedr of Sales- o Fxport . Products
:E-foundatlon '”[ [103 US$] [%]* AR '
s e e b ....,...;.'.u..‘.s...,.......“-_......o.v...,.....- uuuuuuuuu i s b e rm oo e v o ey e e et it b s i b m i e e
1J1965_}],;¢= 6 360 FORE 72_:_Men s sults, bla7crs,
o _.f'““‘f' S _ S pants
e ,'eééu o 98 = Men’s suits, blazers,
el o pants o
1964 - "'4 000 80 - Jumpers, coals,
e S , gportswear .
1970 9, OOO - " 90 -Coals, jackets
e :“f“‘_-' . ee Pure wool women'’s
o e TR - L coats.

N

ry:'gciﬁﬂ1

e L e e JRans '

‘1948 - T 4,628 775 'Denim . jackets, donlm
U RECIE TRt RIS (9 months) e opants, wool -

1964 0 2,700 0 0 32 Denim pants, jumpers
1979 0 05,000 : 5  Pants in general,

R e LR jeans |
01939 o 1,500 0 0 98 Knit sweaters, blazers.
SLo1981: e 793 " .93 .Sweaters, others
L9730 oo 1,400 0 BO .. Wool sweaters, synthetic

oy S e e e per (gweaters R

.40 Sweaters, others
1 == Sweaters, othexs

:fiéggfi ?;: ,37,

BRI i

| source + Field smay (1991)




(2) Management strategy

2)

1) ForecéSting.futhre ﬁafket_txéﬁds:ﬁnQ'éarly;sﬁeerinéfji]

The industry falled to hav9 sufflcient comprehanSLOn bf'
the state of lnternational affairs and future market Lrends,
as a consequence was taken by surprlse by the loss of the US-
market, resulting in stagnatlon of the 1ndustry as a. whole

Fven now, Uruguayan companles ‘are Tstilld positioninq
themselves as mere processan subcontractors dependent uﬁon'
inquiries from overseas'buyers. &ome managers were found to
believe that "voluntary market survey-and-market development.

are not necessary.”

Companies engaged in “gystematic market regsearch are
limited to ‘only a very fow; many ‘forecast market irends‘
merely' on thc basis of past recordq. Pew 1nstan0es of

" establishing a system or taking. actlve measures to

incorporate market information into management ‘decisiong

could be seen. .
Sales strategy’

~ As described. in section 1) above, each company is
responsible for developing its own sales strategy. In
reality however, little activity is. noticeable in the
following areas. | ' o ' i '

- Development of new markets for an existing line of products

- Activation of an existing market for a new line of products

- Exploration of new markets by introducing a new -¥ine_*§f3

products

MERCOSUR could mean the enlargement of the 'market froﬁg
Uruguay’s population of 3 million to a comblned populatlon ofuf
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'“Taimost 200 mjllion.. Competing industries in Argentlna and

f; BraziJ -a _____ believed to be. slgnlflcant jled wel doveloped :and
. bettex . prepared - Uruguayan industries will  be confronted
wah _BNoOrmous. compet;tjon whenp MERCOSUR is Jmplemented In

'.__the current staLe of affalrs, the Uruguayan lnduspry still

3y

Improvément;pf}intepgaifeffiqiéncy

No seriou%'plans'to improve the internal efficiency of a

: company gan . p0951bly be made when the company has no firm
. sales. eraLegy, Measures for lmprovement of ‘quality and
~productivity, and . per&onnel dovelopment will. have _te: be

- planned _1ndependently fxom. caplta] investment and - immediate

: ,elmplementation.e

 There., exist  many problems to .be. solved such as

improvement of existing process layout, the attitude of
,_maﬁagement towards productlon,. Jdmprovement of equipment
-operation sYstems and 8o on, Ffforto in these areas could be

very vewarding in terms not only of quality but also of
production costs.,  Again, management does not seem to be
paying = much. attention. . Even twhen,these problems are

recognized, - no . technical resources are available for the

implementation of improvements.

'HScarCely ‘any_program exists for personnel developnent,

which 1is  so badly needed. Management seems to reject ' the

~idea of developlng middle management lnterna]ly, Lhe reasons

belng not only that the enterprise wQuld.have to_ bear the

cost of education and training, but also because movement of

. -personnel: ‘hetween_.enterprises _within'.the' industry is

' (3)

traditionally very liquid.

Labor re;ations

- With..the exception of several companies, general labor

- relations at Uruguayan companies located in urban areas axe
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(4)

- not qniﬁé _sLable, the prlmary reason being inapproprxatefﬁ

" labor management. The essence of labor management is toQ'
*manage _1aborers as human beings, not to manage humah beings‘
as manpower. . I Lhis regard, the general managemant joi_

ordinary laborers aL many Uruguayan textile companaes lS -ndtff.

fully mature. Employees are usually dxvided into ?a‘ very'”

‘small number of- managers and a large number of - ordlnary-7:
employees; this second group is further divided’ Jnto Cal few

middle managers and mostly oporators (laborers) ' Hazd]y ever'
does anyone _ouLsrde of the small management circle play .a
central rolé” ln management strategy Strateglc deCLsions are
taken -~ by role ln management strategy SLrateglc dec1810ns
are taken by managers 1n consultatlon Wlth one another,: then
promulgated throughout Lhe organlzatlon by mlddle managers.
There exist no mechani.sms to absorb thée . knowledge, experlence

and wisdom of 'employees as a whole. Labor . unions are
organized by company (not by trade) and'.in'jmany_acases”
lncorporated into Iarger'aésooiatibns of 1abor"0nion8»“(SUR-

for the garment industry, cor for Lhe splnnang and-fwearing--

lndustry)

. Employees 1n general have - very littie:"'deSire‘”ﬂto'
participate in management, thus resulting ‘in hlgh reSlgnatLon,
rates, high rates of absenteelsm, and -high product ‘rejecdtion

rates. One enterprise located 'in a - rural Cregion - is

enthusiastic in its efforts to educate employees and has been
rewarded for its efforts- with the smooth conduct  of
employment and retirement affairs e

personnel developmentw

'People potentially cabable of'becoming middle*”maﬂagers,
or. even pr0f101ent sewing laborers, are deflnltely in’ acutely’

'short supply in Uruguay as a whole.

The following  points. may be auggeSted rggagafaxng-'

- curriculum and direction 'of an employee development program. . -



1)

Learnang techniques,_sk:lls and knowlodge partlcular to . the

~w;_garment industryagfu,

 , 2y

Learning quality conLro] p?Ocedures 'inCLUdihg appropr;ate

f.managemenL perceptlons and lmplementatlon approaches. The
}eperoeptlon of- quallty must oncompaqs not only. whether a
“;product JS good or, bad, buL also is quantlty,‘ delivery.  and

."zﬁcost,_as well as Lha_qual;ty of,efforts nade by employees.

The perceptlon of- contxol must be basod on the ‘'plan-do-~
check~act10n" cycle; in order to upgrade -the  level of

corntrol.

Understdnding nethods of'controlling productivity and what to

'look_ for:~ln order to lmprove the work place, . As is often
said, work . places hold many potential problems which may

-t§bring‘ rewards if dteL_‘Wlth properly. . - Peveloping eyes

capable .of . identifying such problems is. important. Once

V;identified, having the wisdom and tenacity needed to. solve

(5)

1)
inspection standards

2)

the problem is just as lmportant but in any case, the "eyes"'

Lto 1dent1fy must cone . flrst

Quality control and inspection

. The foilow;ng.rquirements would have to be mel to make

‘inspection meaningful.

Judgment .of acceptance or rejection based on reasonable

‘Process . improvement  achieved through _timely_'feedback of

. inspection information;‘f

3)

Prevenrlon of dlfflcultles in processes, as a couti.ne part of

'overall quallty assurance program

,Actpakminspgction-aCtivitieS are very much dependent upon

"5 théf3Skiilf 6ff individUal inspectors, partly doue to ‘the
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¢ @gthétid and : senguous factors anOlved NeVértheIeéé}'fngfk

proegram of education and training of lnspectors was $een._,Noj”

inspection standards, Yimit samples nor lnspectlon jlgs wereji;;i

1dentlf1ed as’ readtly avai]able to: lnspectors._**

In many. cdses, veterans who are ccnsidered “the most ¥

':‘competent within the enterprlee are ase:gned Lo jnspection

(6)

1)

This  is due to the fact ' that: the deflcienCLes inthe
inspection systen have. to be compensated for by.the personalﬁ*” :

gkill -of 1nspectors, at the eacrLflce of reSources alJocated_
to the production line. = -~ ;i”'* o o

Production control and prqductivity_.
Because current’ qua]xty control programs ‘in the.lgarment
industry do ' not encompass_fat broad - concept of qualityf“

mamifacturers are concerned- only with the "quallty of . gQOQS“a'-

and do not foster a quallty concept encompaeszng f”quantity;
del1very and cost” asg well as "quallty of work procedures and

" environment." ~The contribution to bUSLneSo management of

quality contro) programs is. therefore proportlonally less,7'
and tends to .make various control programs to support
management equally sloppy. S TP ¥

geveral manufacturers are using computers for the control
of day to day production scheduling and .delivery  "s¢heduling.
In most 1nstances the computers are being. used simply to

‘replace ledger systems,'very few are ‘used to track the Spéedt

or progress of production.

Attention must be drawnétq-standardization“and‘ effective
utilization of applicable standards : % Phe ~ objectlvee of
standardization in the plant are the follow1ng BT e

ST

To clarify the actual'state‘of'processee_and-prcducticn99_~

2) To assist in stabilizing processes and production i



3) TO. assist processT'imprbvemehtﬁ‘and=:faCilitation‘z of
';”production ‘ n_- : R o _

_4):Tbrassiéi.in'eduéationn(conveYanée of ‘will) and understanding

e ."TheC:Curreﬁt'éﬁaté’dfnthé‘gérment industry in Uruguay is
i too far away . from the" establlshment ‘and utlllzatxon of "work
'5f $tandards.5 Certaln companle% are noted for thelr efforts to .
“post client ‘specifications at the work bench and ‘ mark the
'u“¥5p§1ibable portions_ ‘thereof. In most companies, coaching
':operators ‘aL the dlscretlon of : supervisors - on what .is
acdceptable and whaL is not lb as far as management goes. 'The
‘ffvactual level of quallty of:products dellverod is never wade
dlear;"_Product;on proceeds without c¢learly defining the
"\Stﬁﬁdaxd7ﬁnofk“jtime ' f6r each ‘operation' or prodnctivity 3
evaluation based thereupon. B | -

- 2~3. Product Planning Power

(1) Merchandising &
B Atfmbst”6f~the'14‘COmpanies'surveyed,-the president or a
dlrector is' in charge ‘of ‘merchandising. Their consciousness
of the: nead to c¢ollect information “and perform market
'analysis is not gquite as high as that of their counterparts
EinfEﬁi“ope, the’USA‘or Japan. Their weakness 1s a lower level

" UGf ‘consciousness’ of ‘the nost Amportant subjects ‘of marketing:
the  need to comprehend both domestic ~and overseas market

u'trends,_and to survey consumers’ life styles.

o i “'the ~c¢ase of most Uruguayan garment. companies,‘
. marketlng, lncludlng ‘Sales“”and'-sales- promotidns - and
ffmerchandLSLng, is not functlonlng hand in hand with planning

A cand manufacture._ ‘In other words, most of these enterprises
=‘:*'-"51.ndu]<_:,le themselvee With"‘thé viéw that they are merely

_h.f;subcontracLors who faithfully manufacture in compliance - with
'"“ffthe planning of thelr buyers, and belleve that they may hide




£2)

- (3)

pégsively'.behind, tﬁe?diétiﬁétlbﬁ;éndQFQPQtﬁ?iQﬁ;?bff:fgmdnsfnn.V
overseaa,brands. T - R B AR

Creators‘

Thexe are. 4 or -3 renowned Uruguayan designers who aré'

patronlged only by an extremely excluslve class. of domestlc5j'

and foreign clrentele They have very llttlo in Lhe way of
buginess relations wrth the general Uruguayan garment

industry. .- In other worda, thelr products are not - targeted to.
the Uruguayan - general publlc. B o

'Althdughithere.existfdeéignérgh-albéit‘verylfew;.Whé' are
at the same time very competent.creators, _there. seems  to
exist  no. vertical development starting - from planning . and

'contlnuxng through manufacture and . sales :under"their _own

design brand,
Information collecting

The Uruguayan garment " industry seems not  to. have;_a
concept of up-to-date modern marketing and,merdhandisiﬁg and

not - to put enough emphasisg.on segmenting maxrket = information

by age groups.  ‘The cause 18 thought to . be the 1mmaturlty of
the domestic market.

The efforts'expended_by the Uruguayan garment industryy to
collect information on technical matters, . market .trends,

brands and products are not considered sufficient.

Moxe attention should be given to the four Ps, ‘i.e.
product, Place, Promotion and Price, those factors- in  the
marketing mix which are important in_markeping p;aning;L

Generally speaklng,_the pIESldent or a-.senior, manager at

cach company is in chaxge of 1nformat10n col}ectlng, whlch'
~consists of takrng 1 - 4 trips abroad to Europergguh ,USA,

Brazil or Arqentlna every year, tn conjunction wrth saleéf__
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o promotion; aCtiviﬁieéi 'Fompaniés tﬁat]are willing. to. . send

:_ deslgn staff overseas are vory rare

Other than Ehé prOVLously _described  _information

 colloctlng Lrnps, Lndustry members also purchase sanples of

forelgn goods and subscrlb@ to overseas fashion magazines for
roference in product plannlng Informatlon ig also collected

through sales agonts, llcensors,-?domestic ~and . overseas
materlal wholesalers, and domestic shops under direct control

-and other retallers

“Even so, companies  that  collect - information
systematlca]ly are rather rare. Perhaps this is only natural
for an lndustry largely made up of subcontracted pProcessors,
but in: any case a: will to. aggr9591vely collect. information

" was not seen. It is to be hoped that Uruguayan garment

(4

manufacturers will place. more corporate emphasis on
information collectlng and quality Aimprovement in their

manufactursng

Brands

Only a very few: companles have Lhelr own brands while
most are subcontractors. ~ Bmong  those havxng ~their own
brands, emphasis 18 placed on the domestic market. Those

- which ‘have . brands: targeting overseas markets have second

brand lines taxgeting. the domestic market.

. Exporters. of their own.bpands_axe'rare in the, wool and

- .denim garment industries, but more common in knitwear,

{pgrﬁicularlyﬂhand knit_items..-This.is_a‘unique aspect of the

'::Uruguayan-gapment industry.

'”:,TheIQWOOI‘-garmentfindustxy_is:;highly snbcontraoted by

buyer’s brands with only a few companies operating under

’licensed brands. _ Knirwéar manufacturers who are equipped

?]-with 1ndustrjal automatlc knlttlng machines are highly sul~

'[:contracted by buyer 8. brands, SLmllar to the situation in the



©wool garﬁeﬂt iﬁdustry;_f

(5)

1)

2)

(6)

On the other hand, many denim garment manufacturexrs are "

lidensed by well kiown overseas brands and are .. granted the

¥ight to sell ' in Uruguay = in - éxchange ‘.for  paymeit . of -
royaltles. T T P SO PR RO

System of distribution

The system of distributiOn thhin_aﬁd withQut Urxuguay is

as follows,
Within Uruguay

'Directly--cbntrolléd' shops '(inCluding3'antenna ShQPS):
direct sales to fétailérs“' : : ‘ —

Outside Uruguay

Sales agents (cverséas), wholesalers, rétailers,’_order
acceptance agents (local), trading houses, import adents

{overseas)
Prototype sample ratio

The ratic df prototype sanples produced - to" -designs
actually commercially manufactured over 1 or’2' seasons is .
rather high, exceedihg_SO% for wool garments, denim garmehts
and knitwear. ‘This means‘that'garment manufacture in Uruguay
igs highly subcontracted for'export.' In the case of” OEM
manufacture where manufacture must meet the ‘design, materials
and colors désignated by the licenser, the prototype ‘sample
ratio may be close to 100%. In contrast,'the-ratio is much
lower  fox manufacturers who engage-in”'indepéndentT product -

planning.

The ratio in Japan is.generally'30.a 35%}'and~ve;y:rareiy
goes beyond 50%. ' : B R S
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Riodudt;ménuﬁééthring;pdteatial,of wool garment industry
Quality, technology, delivery of materials,

': The:-qua1Lty.;o£fwocl garment products manufactured in

- Utﬁguay,fbn'an}intérhatiCnal level, falls into the middle and

lower . .segments genérally targeted towards the middle c¢lass,

Althdugh most companies_:would like to  target the upper

| segmént of .the middle class, the Quality of sewing requires

~improvement in many respects. Problems common to  all

manufacturers are stiff necks, untidy lapel hem £finish,
misalignment of the front vertical line and untidy pocket

'-finish.

It . is considered necessary. to 1mpr0ve_'material quality
and sewing technlque if higher added value is to be achieved.

'The:.;lnlng is found to lack a high class feeling., It is
ﬂimportant-ﬁto pay-more attention to_the quality of surface

materials, accessories and subsidiary materials withoﬁt being

‘overly concexrned with production cost.

It is}hot fair and rational that garment manufacturers

‘;should- hbear the tiék of delay in the delivery of matexials

2)

nanufactured by weaving companies. This may be due to

_garmént-‘companies,,being in a weak position, or that the
;position ~of weaving companies is to. strong. The. problem

should . be dealt with by CIV representlng the industry as a
whole, rather than by individual .companies. -

Facilities

The . facilities - of garment manufacturers are generally

.very antiquated, ' Very few finish sewing machines are

providéd Withrauﬁomatic,thread cutters. Improvements  should

‘be made along the lines of installing automatic armhole,
- pocket and pocket flap sewxng machines, Pressing machines
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are very 1nadequate.“ Intermediata pressing 5after frdhfa'
bondihg 18 not done wsLh a body patLern prass.; Arm presseqim
axé = not avallable.,l All all, 5 subQ1antial capltal-”“
investment would - be needed 10 renovate a Lyplcal plant to_-'
manufacture high’ added value 1tems S N e ’
o o _ s ”, -

The turrent state of" existlng faétlitles 5 véry much3
pehind the standards of dontemporary Asxatlc countraes'f the
Urugiiayan. garment lnduqtry is serlously handxcapped already '

“liand  will be even more handlcappéd in the future in terms _Qf.

:3)

quality, cost ‘and productLVLty of productlon._.ﬁ*
Labor

Every eatérprise s plagued by‘ poor__labor_jrelations;
Management openly manifests a mistrust of labor, accuaing

lakorérs of 1ack1ng the will to work: and say:ng that they are
" concerned only with -the money.pald ‘o them,.*as “if. to
,'insinuate‘that-labor-aléne ig to blame for low productivity.

" Both mandgement and ‘labor ‘are responsible.: At the  least,.

management ‘ghould try to et aside conscxoasness “of _its-
privileged position and establish harmonloua'relatlons with
labor. It is not possible to motivate ]aborers_ S;mply :
through a top- ‘down chain of conmmand: Management should be

_enCOuraged to establlsh channels of communlcatlon with labor.

Management ought " to establish"-educationi and training
programs geared towards de&eldping the trade related’: skills
of laborers, while public inétitdt16551 are encouragéd to
provide them with basic knowledge:. R I

Although thexe is a mandatory minimom wage ayatem; -no -

system exists to assure periodic raises. The only raises are

linked to inflatiOn‘-”BOnGSes=arefn0t'ljnked'to Hincentlves,
The absence -of any influence of performance hv.thaﬁvwage
system results in a loss of ‘the wxll to work R

. 46 -



) Madagementili i

‘1Thé=’ménagéméﬁt-0f Ufugﬂéydh companies is generally not

’”19031Live about the converLer 3ystem as practlced in Hong Kong -

"for&in_bingapore.i Management prefers. to: manufacture in  theix

'lplaﬁfé3fd? séle “ piscontinuation of manifacture: would create

”a problem of anreased un@mployment - Management: is. inclined

'. to  reﬁpect “the Lradltion of their plants.  Many managers
=?expreased ‘the - oplnlon that they ‘are not ready"” Lo “think of.:

‘f’manufacture_.not by thelr own plants. ~Certain  enterprises

'”lntend to be converters..

1

Management is not positive about mergers or take-overs of

‘companies within the 'same 1ndustry, ~though they may ‘be

prepared to cooperate w1th each other to a certain extent.

‘“Management is positive about 301nt venturésf with garment

~companies ‘in countrles other than MERCOSUR- member - countries,

;'partlcularly‘ln,jo;nt venturestln free zones. -

Mahagémént 'is_generally aware of the need to sell one'’'s
own . brands. However, it is felt that the risk involved is
such  that it-cannot*be'absorbed::by individual companies.
While “Uruguayan wool: textiles-are world renowned, Uruguayan

garménts - are not yét known internationally.  Many managers

feel that government and industry should cooperate with each

“other to promote.UrUQuayan brands.

Many mandgers strongly rocommend governmental action as

'“fnecessary to stabllize ‘the hational economy . - They feel that

tak lncreases cannot ‘contxol inflation, and request drastic
polLCLos.' They ~also request contlnuatlon of - the export

jincentiv system and financing at low interest rates for

‘ratlonallzatlon and renovatlon of- fa011ltles.

e

Prddgét-ménﬁfactuﬁing*potential‘of denin garmént industry

"Ewr fac111tles of ‘the Uruguayan denim - garment ‘industry

” 313?' generally antxquated.-- Productlon is  slow and



productivity is nbt'high‘enough.'-HQWGvér,:product;duélifyiis"f
reasonably agCeptable and maintain:an average_leVel(‘”

- The  so called "five pocket classic Jeans," Wthh is. thé'

: mosL standard design, require . only Len cut;pattprn pieces."A"

1)

*requlres leSs

study in Japan found that each palr of pa'ts*
than 15: minutes. to sev, - : :

complicated7

The pockets are mostly patch pocketl_ The

"techniques needed for cut pockets or flap sewing ' aré. not
required. sewing of the front part may requlre ‘a; certain

. degrea of plOfiClency and experlence

Denim and subsidiary materials: -

Two large scale companies manufacture _cotton:',denim
material at. the rate of about 330,000m/month, Produciion has

| been flat during the last 5 years:while-local-éonSumption has

decreased to as low as less than IO0,000m/month}_ s0 Lhe

balance is all for export,.

No c¢otton is 'grown.in Uruguay, sc all raw cotton is

' impdrted at a rate of 8,000.t0 8,500 tons/yeax, resulting in.

higher production costs than in Brazil where cotton is grown.

~ Production of denim cloth in Uruguay is‘characterized by
vertical organization beginhing with the import of raw cotton
and ending with finished denim cloth. fThe continuous batéh
to batch yarn indigo dying system, among--others,l.is L very |
effective in stabilizing quality;_though-productivity i's  not
very high, ' |

In contrast to the product-of stable;quality manufagtured
by local companies, imported denim cloth may _iﬁﬁlude 80
called ‘“dumped” denim cloth of. poor, quality and-  uneven: lOt
sizes which is likely to suffer. from unevenness, neps, uneven

~weaving and weaving faults. That imported - through known

channels is free of problems.
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. The Qame“ébpliéb Lo, acceeso?ies'ino]uding pocket cloth,

.f bﬁﬁtdns;‘ rivots and. zippers., Sewing thread is also froe of

flaws. _ Locally manufactured dénim cloth and accessories are_

ﬁ;comparable wzth 1mports in terms of qualLLy, but are- Sllghtly

m;costlier

2)

Hé¢ﬁani¢hl;fa¢i¥ihié$o

ffhe denimg‘garment manufacturing process has been - well.
analyzed = to enable limited variety, large lot, mass
production  (lineaxr production by the so called “bundle

‘system").  The system is designed so that operators repeat
~simple operations- taking no longer than 1 minute. . Existing

meChanical production facilitios, process design and . plant
layout are 'all. in.  compliance . with the. above-mentioned
productlon qystem which now, however, requlres renovation to
allow swall Jlot, large variety productlon tor ‘meet market

regquirements. While cortain machinery will become

unnecessary,' other new equipment will have to be installed.

fhe garment manufacturing process may become more complex.

In . contrast, garment manufacturing plants in Southeast

. Asia and the Caribbean coast have now been identified as key

to industrial - development and are given various forms of
goVernmental support in the way of tax breaks and financing

. for  capital ' investment. Most of those plants are now

equipped with state-of~the-art labor and energy saving

" machines incorporating the latest computer technology. As a

-3)

reSQlt, their productivity is much highexr than that currently

found in Uruguay.

Tecﬁnblogy andASkill'of operators

.. Insofax: as ftailoring_of-men’s and women‘s clothing is

,concerned current production teohnique in Uruguay including

'desxgn is as good as is available in Europe.

on the 10ther- hand, teohnology and skill are not
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5satiefactory in the freld of ready mude garments. The faUItffn
' commonly lies in produCtion technology and production Bklll

Thore also existq an absolute shortage of mlddle managers;

and technicians. The- same srtuatron prevailed in: Japan somejf |
‘ ten years .ago, Only after lengthy and concentrated ‘efforts"‘

: involvrng eNnormous coets to incorporate CAD/CAM systems, -was'
‘it possible. to satlsfy the laboxr: demand of al] technlques
except for some demanding particular sensuou$ skil]s '

The technique with. whxch machrneq are actually dpefated,
as far as weé could observe, is generally olumsy, fvery “glow
- and unproducttve. Problems related to Lhe will to. workp,and‘
the readinees to contribute to the enterprise were -clearly
seen,  Thé - sounds. generated by sewrng machlnes seemed t0 -
~indicate operation at very low rates of ;revolutlon« “CAgain

low productivity was suspected.

The rate of performance of the 1ndlv1dual steps ‘inCluded"
in one standard sewing cycle -~ holding the parLs, lnserting
them 4in the sewing machlne operating the’ seWxng marhlne,
removing the ‘sawn parts, 1nspectlng the work, sendlng it on
“to the.next process - was very slow. The rate of productlon
is no greater or even less than 1/3 of that in Japan.

The operation involved are simple and - technlcally easy
ones. Unless specral processes or complex- operations . are
needed, a minimumn- of. 3 - 7 days experaence should sufflce for
proper production.' ' s e :

In conclusron, it may said that the denim garment
industry in Uruguay is confronted with many problems to solve'
during its transition from conventronel large lot, srngle
item production, as forced by the ldes:of_iﬁ$~3markets,3 to

amall lot, 1erge variety productieh’as!tﬁel”curfent-?mgrket o

di¢tates. LT Lo b L s o R e
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L (3) Product 'ﬁiénUf.aéthrmé :fp'é-‘;entia:L:“o._f.].kniwear-;i-ndus:.try |

' Uruguayan knitting companles traditjbnally produce
'f‘;*machjne knit and hand kn1L (further subcaiegor;aed lnto truly
hand kn:t and machlne knlt at “home ) sweaters from wool that
i) locally produced 4n abundance, uruguayan knitwear has
pﬂigalned : reasonable recognltaon - in . the . intexnatjonal
"‘»fmarketplace n splte_foff certa;n‘:problems  pextinent to
Hi;commerCLal aspects. SR A js“consideréd réaéénably= competitive
- among Uruguayan garmentv and iq expected ,to: survive even
“after the implementatlon of MPRCODUR; partlculally the hand
“;knit lLems

_ The time has Hcome when garments must have not only
:-functionality~andlpracticality;:but also a sense of ' fashion,
highéthuality énd;a'higher degree of sensibility (appeal to
the senses). From. this point'of view, a prerequisite_for the

o succeséful. manufacture of garments'shouid be how = well the
“country.ofroriginldr ﬁlacé of -production meets the following
 needsj and how well it baiaﬁceg these needs. '

Multifarious raw materials

ki

‘Multifarious accessories .

Excellent. production facilities

o4

Excellent hpman resources

, ‘Unfortunately, the “current state of affairs in the
__ :Uruguayaﬁ_;knitwea; _industry does not quite satisfy any of
':gzﬁhesenn needs, ‘thus.:mﬁkihg fﬁhe ,industry vulnerable to
.Q]CdmpétitiOﬁ;ginfthekcqming.ihternationaljmarket, - Immediate,
'ﬂhgféﬁématiéa3,a¢ti¢n'5Hshould:.be__taken;f;o ~reinforce its

weaknessges,



Chaptor 3 “The Market for Garment Products: = ..

3-1  Tronds in thé "Glébal- c‘;amémi’uarkm T

Total qlobal exports of garment products are sald to be on
the order of 80 bil]ion dollars,'shared equa)ly between Furope
and  Asia. - The largest 1mporter 13 the U s A w1th 26" bllllon
dollars = worth of imports,’ ‘according to U sLatlstlcs.- Germany7
follows the U.S.A. with 15 billion dollars worth of lmp0rts by
the former West German are alone. Other large importers -are
Japan (9 billion dollars}, France (6 5- bxlllon dollars) and the
U.K. (5.5 billion dollars}).

Examining the garment market; one feature worthy of notice is
the existencée of "manufacture and retail" chain stores, ' the so

called “féctory bbﬂtiques."

The common factor in these chain stores is that they control
all aspects of their own merchandising and production.: Their key
‘to success has been reasonable prices made possible by efforts to
rationalize distribution. e o e

Looking towards new areas in the global market, " Bastern -
Europe is surfacing as a new market. Following the unification
of Germany, demand is so strong that supply cannot - catch up.
This situation is demonstrated by the exceptionally sluggish
sales pitch delivered by European exporters o Japanese -GConsumers
in 1992,

New consumexr markets are also emerging in Asia."ﬁoﬁg“‘Kong,
Slngaporé and - Taiwan, where per caplta GNP has exceeded the
10,000 deollars lJevel, are rising in prominence - with lncreaSLng
local demand. Foreign capital is flowing lnto the retall segmentf
of those countries’ economies. RS :

Taking a lock at production, the'center'of garméntiprod@gtipn'

is shifting towards the east on one hand, and towards the south .
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"eon the other : Ih“thefcase:of”turope, basuerh;Europe‘is__exPected

o Lo emerge as. ‘a producilon center, thoug this trend is not 'quite

1ﬂyet apparent.‘ But even in:the Furopean market taken as a wholo,

. .the amounL of production -carried cout. in Asia continues to

_ increase year after year. This is representative of 'the shift
' towards the east,_,ﬁ‘ :

2In’ additlon, a shifL toward the south is also takmng place in
:Eufope Ln that productlon in southern. Burope and the Mideast is
increas;ng 4_Among other countrles, gaiment . pxoducts are now
ﬁaﬁked fae.theetbp”equrt“categoryuxn Portugal and ‘furkey. . The
game  .trend can also'be-seenfin_nsia. ~Exports from. northeastexn
ASia,-i;e;rKoree and:Taiwan,:havewlost_momentum'while'weight” has
been shifting to the ASEAN countries. .The U.S.A. is increasing
‘imperts_ from"Cehtxalkjand ~South American countries  while
“decreasing the;amount=efiimports from: Asia,. which used to supply

‘as much aSESO%_of,its:total garment imports. |

3-2 Brazil

The fo]lowxng two consumptlon trends can be recognized in
Brazil

~The Brazilian market is subject to business ~fluctuation
cocycles . with a 2 -3 year period. -The income of most (70 -
:86%}_:0f._the‘population lies below the level of twice Cthe
'~;minimum-wage'(about.70'USS/month). Life in Brazil ih.general
isa;not;‘easy - Low: price. Jtems such as Peshirts and peolo-
-_shlrts are being purchased by Lnetallmont payment.

BY'COntrast, the. richest 3 - 4%'of the. population spends
*fextravagantly to purchase qurpLJSLngly Juxurious items - which
v .can: not. be supplled frowm. Uruguay The lifestyle of the rich
‘Wis; replete ;w1th such accouterments as villas, vyachts, and
_"ﬂ;plantations, . They spend far more than the “minimum  monthly
e}fwage for-: a weekend dtnner out in.a restaurant. Brazilian
o fi:fretajlers vxsit fashjon fairs: in Furope or Japan to purchase
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1)

2)

small lot%nSOmetimes even haﬁd;carfiedmaitemsltdjimeetﬁithq
demand of their wealthy clients. - Buropean fashion is very
familiar to them. The rich are Europhlles and . they can never
be fashion leaderq for the general public."' '

The Brazilian garment Lndustry shares the problems of
Uruguayan counterparxt. Even in the field of cotton garments

‘where the Brazilian garment industry:is Dbelieved to have

relative - strength due to local'produdtion‘-of' raw: cotton,
exporrs are declining in the face of competltlon from - NIEs

.countries and Caribbean countrles' local production has - been

forced into ‘a decline. -Production of jeans . 'in Brazil is
expected to  fall from 140 million pieces in 1989 to 80
million pleces in 1291. ' ' ; :

On the other hand, the denim garment industry-in Uruguay
is plagued by rising materlal costs and wages, and as - the
industry admits, has no competltlve edge agalnsL Brazilian
products. Implementation of MERCOSUR will have an unfavqrable
and formidable impqct on the Uruguayan 'dehim :-garmént
1ndustry. Its only chance for survival will be to create a
unique line of new products which can differentiate’ Uruguayan

products from those of Brazil.

The tariff rates applicable to trade within MERCOSUR will be
nil after its inauguration while a common tariff system: will
apply to offshore trade.' Uruguayan wool garments exported to -
Brazil may Dbenefit. It should be'rememberedi however ~that
wealthy consumers in Brazil are Europhiles who favor' the
excellent quality and fashion of European garments, The
market for wool garments targeted to_the'general' public' is
exposed to the aggressive export pitch of Asian cbuntries
whare productivity has been enhanced by Lntroductjon of high-
technology machines. Under the circumstances, the Uruguayan

wool garment industry fay fail to take advantage of: the
available opportunities if it fails to take immedlate action.
as - appropriate. Serious efforts are needed - restructure
itself in ordex to manufacture better quallty producte ‘at a
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lower price.

Uruguayan knitwear . has been favorably accepted by  the

- Brazilian maxket and is better positioned than denim and wool
Cgarments., It may - have to compete eyehtually' with knitwear

From Argentiha, altﬁoughrthe-Current volume of exports from
“Argentina - to -Brazil ;iSJminimalm Should high .count thin

"Argeﬁtine ‘Wool proﬁe to be superior to Ufuguayan wool,
o Uruguayéan industry.will be compelled to take rapid action to

3-3

(1)

upgrade its products, including improvement of guality, and
Lo reinforce its systems for timely response to demand.

It is clear that competition between enterprises will be
fierce, allowing only those capable of - winning the
competition i to survive, as consumers within.. the MERCOSUR

sphere demand less expensive produdts of'better quality.

' Argentina

Specialty stoxes and department.stores located.in the city of

Buenos Aires {on Florida Avenue) -

The level of display and commodity lines is almost up to
Buropean standards, ‘and is considerably higher in’  DBuenos
Aires than in'.Mdntevideol It is easy to 'understand how
Montevideo can be influenced so significantly by the example

~of Argentina with respect to the visual and so on. This

~district targets primarily foreign and high income clientele.

General pricé_levels'are higher than in Uruguay. Both men’s
and women’s heavy garménts are excessively heavy-weight,
similar to -in Uruguay, while selecticns of inners such as

-ghirts, :blbuses and knits are quite diverse, représenting a
wide vrange from light -to medium gauges. . Among  other

- differences - from Uruguay, there are many items of knitwear

made from high gauge worsted, in particular blended worsted

made. . of lamb and angola. The predominant colors are yellow

and orange for women, while men‘s colors are mostly basic



black, navy blue, and gray.

Department stores.Carryaa'Muititude{bfSbrandélr%spebiélty .
stores adjacent to department stores £all into: thecategories

" of famous European brands only, boutigues,. foundations only

and arcades with clearly defined; segmentation. . The genoral

’ publjc normally enjoys wjndow shopplng Ln “this dlSLrlCt whlle

(2)

1)

they actually purchase 'in another district several” blocks
away which specializes in. mass sale items: (1/2 ~. 1/3 the

price of. specxa}ty Qtores)

Argentine' garments comprise “a wide variety ‘of . light
gauge, . high count 'items of bright -Color-.and=.high class
design. They are positioned &s domestic garments in contrast
with imports. There are many items of angola,'silk;f-mohair

‘and ~ cashmere of good gquality which should be able “to find

their way onto world marketg.
Shopping malls

Shopping malls exist in suburbah and_urban‘varieties, . an

overview of which follows,

Suburban malls

Suburban shopping malls of enormous scale are present  in
Buenos Aires. .Famous European[and' North American ‘brand
shops, primarily -of in~-shop mode, are noticeable, - Open

spaces including restaurants and fast food shops are .present
together with amusement areas. Most visitors are not . really
there to shop but to enjoy being;in-COntact with new culture
by spending time in the amusement areas drinking. coea=-cola
and eating fast food. This practice is very popular‘aamong.
the young and families with children. Some locélr residents
(parxticularly those older than middle age) are said to:: have
never visited such a shopplng mall ' : "
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3 There are aleo many hlgh cJase boutxquee, but they are
_".jprimarily popular for window shopplng.~ Shoppors often appear_
W”I*heSLtant o make up theJr Tind o buy Jeane qhops have
,‘Tﬁ?uniqne dleplay areas and qpeCLalLy segmonts coverlng Levi's,
| ﬂqiLee, Wrang]er and other brands : '

?[shopplng mal] looatod in: Lhe Oliy eenﬁéfj is
caterlng to a. high lncome - bracket. oIientele.

, "Thé s A1l
'ffgvery unifledﬁ
fhe’ building
' “_?exhibstion- hall wh:ch haq been redecorated -in. - contemporary
“”@faahlon and fltted w1th corlidors.' Tha commodity Se]ection

ls'a dlgnlfled antxque Lhreo ‘storied . cattle

.‘ﬁ?‘of |’ typloal famoue European brand shop is made up primarlly
',VOE”_Jmports, and prlces are beyond ‘thé reaoh ‘of . -general
'consumers. Customers_ are malnly xlch plantation: owners
1nclud1ng Eheif family“members who spend a lot to shop here
4}on weekends. Thia”marketplaCe isfoeydndwtheQfeach’of;genefal‘
Argeatlne _coneumere whoa‘éee it as  just a place to look,
*’Thefe'ﬂare some ehOps targeted to younger generations;t but
they are out of harmony with the concept of this - shopping
,mall o The nodern shopplnq ‘arcade located in MonteVLdeo-fhaS
'ﬁakeh_the;concept“of this shopplng mall as its bhasis.

“'3) Quality of products’ i
'Garméﬁts”manufacﬁufed in Argeéntina from wool, cotton - and
_'synthetlc flber, as well as knltwear lncludlng sweaters, are

- considered. to be of aoceptab]e gquality to be sold on the
-Jnternatlonal market In terms of price however ‘Argentine
.-_products, muoh llke Uruguayan products, are now exposed to
 'f1nstablllry under ~inflationary pressure and - to - fierce
_‘_ﬁcompetition posed by low prlced 1mp0rts from Asian countries,
f*fﬁ 1n partloular HLRE NIES countrles, ‘which are’ progressively
'L“”fbfeaklng lntO 1the Argentlne market ‘Whether  Argentine
Vgaln faahion recoqnltlon dnc ‘Burope or the

"oSQ{originals canH
SN IO VR B O termsi of color, pattern and: . design is - still

ifJiquestionable., Argentlna lS very llkely to continue to be an

BT e




. OEM - production base and is not capable of- prjce compotitlonﬁg_

“with lmports from caribbean, Southoast Asiane_a_d NIES:
countries. Like other South American countries; Argent;na is

" hot immune  to  the. genoral sluggishnessjbof; the . garment'
industry. o - S T

Ingofar. as products genaraily available on the. market are3
concerned, Uruguayan and Argentine: producLs exhlbit 'some-'
‘differences in terms of design sense. . Actually, consmderable_
differences seem  to exist . in Lhe;approaches‘_takén towards
garment' design  in «these. two ‘fcouhtries,” even when 
‘discrepancies - of their populaﬁjon caizes - and natlonal
influence are taken into account.  Buehos ﬁlres is - regarded
as the supply source for ltcms desired by the wealthy segment

- .of consumers in Uruguay.

3-4 American/European'Harkets

The markets for garments (woolen textile, denim and knit
garments) in the U.S8.A., Germany and Spain  ‘were surveyed as

follows.

Objectives of the study were: (1) to cdliect data and
information for analysis of market trends,: restrictions and
market potential in oxder to increase export. of Uruguayan
garments, and (2) to identify an overall strategy for. promoﬁing
sales of Uruguayan garments.

{1) The American market
1) The apparel market

The Unites States is. the largest market fox apparel . (in 

terms of value), and demand for clothing will: remaln. strong

for the remainder :of the decade, partlcularJy after the

current economic recession is overcomes. In “view of the
enormous size of the UB,8. apparel market .. w_ -about $175‘
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'billion 'in_ apparel sales annually -~ no  countxy  ..with
_éOmpetitivé -prodﬁcts faces a market - sgize constraint to -

‘ significant  exports. to  the United States.  The greatest

challenge for Uruquay, therefore, is to expand its currently
small market share in the United States. |

QImpdrts'ofrépparelwproducts.

“Imports; ‘account . for about 40 percent of the volume of

total U.S. apparel market. -Northern Asian countries . (plus

the Philippines) dominate the market, holding a collective

.sharé of  about dné ha1f40f total U.S. imports. = The greatest
growth has been sales from.China and the Philippines., . U.S.
© imports from Mexico and the Caribbean Basin region (primarily
the - Dominican -Republic)’ have.also grown dramatically in
~recent . years: - Mexican exports-are'likely to continue to

v expjan_d;.: v

Apparel dist:ibution and sourcing structure.

In view of the magnitude and breadth of the U.S. maxket,

numerous distribution mechanisms are  used. Discount,

‘department- .and. speciality stores mechanisms = are used.
; Discount;,'department  and .speciality stores represent Lhe

" major retail outlets, accounting for about three quarters of

-total  apparel sdles. -These are followed by national chain

stofes, mail order houses and other retail outlets. Market
share growth has been most pronounced in the discount and
mail ordex segments, due to changes .in economic -conditions

and-in lifestyles,

-"Most large retailers maintain central buying offices at

ﬁhéir.“headquarters, supported . by overseas, company-~owned

::“regiOnal_.buying'offices.;ﬁln.countries with low volumes of

purchases,  the retailers typically establish an ongoing

rgrélationship'_with a local agent, The U.S. distribution
“hetwork . also includes - a unique Rpssociated Merchandising
+ Coxporation, a buying consortium.of over 50 department store
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'Unlted States

Constraints to growth of Uruguayfs appare] exports tpﬂfthe'

Uruguay'’s apparel exports aré ﬁubject'to tariffs.:rangiﬁg

between 5§ - 21 pexcent, depehding“dn'rhc5 product"liﬁfuguay
can ' take advantage of & tariff reduction lncentlvo £ final
gdods “include U, S.»produced components Uruguay als féces

- U8, jmport quotas in seven product categorleq... 3

3)

Notwithstanding - these: trade pdlicy barriers;-rthevémain

‘constraints ' to increased .Uruguayan .exports  to . the . United
States are a functlion of competitiveness relative - to..other

overseas suppliers. These .includé «.a: lack :ofi.- buginess"
connections with-major*buYers}“relatively,higher wages gthan
many  competitors,. and some problems with _quality‘_ and
delivery. o ' )

A strategy for promoting increases‘sales of Uruguayan apparel

" to. the United States:

The study team recommends that Uruguay producerS:focus on'

- expanding their market share'of=upper~priced"wool apparel for

men and women. The strategy will coﬁceﬁtrate-”on Cpuilding’
upon Uruguay’s currently limited but positlve reputatlon as a

‘source of high quality wool apparel.

“Uruguay’ s épparel-‘-exporters - should - targét‘-!those
distribution channels that will offer.maximum”'expdsuré' to
their products. This includes approaching ma jor associatéd
buying organizations and multi- functional apparel firms., In

‘addition, efforts should be made: to explore. . subcontracting 

arrangements with flrms from: Asian nations whose quotas haye--l
been filled. PR L AR

Uruguay'’s  manufacturers. should begxn to: atténd major, 

apparel - trade shows, Jnltl&lly to colLect COmpetitiveness'-j  
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(2)

1)

2)

3)

informationu'(quality,‘ cost, delivery, etc.) and establish
contacts with major buyers. -After about one'year, Uruguayan

“representatives should set up booths to display a range of

goods .from laxge -producers. These activities should be

preceded by a judicious amount of advertising in one or more

leading apparel publications.
The German market
The apparel market

. Sales .of clothing in:Germany are expectéd to  remain
strong throughout the decade of the 1990s due to the nation’s
strong economy and affluent consumers. The strongest growth
potential  is for_dénim_jéans, women’s trousers (both cotton
and wool), and men’s suits and jJackets of light weight

fabrics.
Inmports of apparel products

About one-~third of the German apparel market is served by
imports, ' primarily from Itary, Turkey, Greece, France and

‘Hong Kong. Import growth will remain strong at about 6 - 9

percent. due largely to increasing subcontracting for
moderately priced products. German purchases of Uruguayan
apparel, mostly fur and leather items, have declined in both

volume and value since 1986.
Apparel distribution and sourcing structure

The distributional channels are dominated by specialized
retail' outlets, particularly large chain stores, which

‘collectively account for nearly two-thirds of total clothing

sales in Germany. These are supplemented by department
stores,; mail order houses, hypermarkets and superstores.

. «Qver :60 percént'_of the clothing supply is sourced

: domestidally,; but © this figure understates a considerable
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amount of overseas subcontracting arrangemants whiCh are

-expanding to take advantage- of lower wages, - Each - of the
retall segments organizes separato sourcing structures, whlch
vary - by . segmént  and lnvolve 'overseas buyers, - -agents,

importers -and purchasing eyndlcafes.--
. '4) Constraints to growth of Uruguay’é-apparel.exportSjto'Gexmany 

Uruguay faces very few pbliéyuinduCed' constraints.

- Urxuguay - faces a common tariff of 14 percent ad valorem fox
the three product categories examined, and currently has no
quota imposed on it by germdny in any of the categories.
However, quotas could be imposed in the  future.  Germany's
legal and regulatory'énvironmeﬁt poses no major problems for

“Uruguayan exports,

. The main impediments are related to business factors
rather than policy problems. These include a luck of
existing business connectibns,. distance {fr0m  the  German

'market, and problems-related to price, guality and delivery.

5) A strategy for promoting'inCreases sales Qf;UruguaYan'apparel

in Germany

The study team identifies denim jeans with designér
labels, men’s wool sults andgjackéts in the medium to low
price range, and wool and cotton sweaters in the medium to
‘high price range as offering the greatest potential for'
Uruguay s manufacturers. ‘ :

The study team proposes a phased promotional: stratégy
involving participation at  trade shows, direct . mail
campaigns, company visits and selective advert:sxng Puring
the first phase, considerable attention should be. g1Ven- Lo
educating manufacturers on the demands of the German: apparel
market 3in terms of guality, price and dellvery Active
promotional activities will seek  to . expand - maxkKeting :
relationships and product lines and developing a-.reputatioﬁ
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: fasf”‘aj'relidble -sﬁpplier‘:among German wholesalers and

(3)

1)

2)

3)

~retallers.:

$panish market

'Apparel narket

Sales of élothing‘in Spain_are_expected-to remain strong
throughout the decade of the 1990s, stimulated by a huoyant

‘ economy as Spain becomes integrated into the EC., Faced with

rising cOmpetitive'pressure, the Spanish clothing industry is

_likely to shift further to the design aspect of the industry,

leaving the market for low to moderately priced clothing to

- the low-cogt imports.

Impoxts of apparel'ﬁroducts

_ Although imports of ¢lothing have risen rapidly in recent
years, lmports accounted for less than 8 percent of Spain
total clothing sales in 1989. Two-thirds of Spain‘s imported

~clothing  is currently_soﬁrced from EC suppliers. Clothing

imports is: projected to grow around 18 - 25 percent annually
over the next few years. Competitive pressure will force
Spanish retailers. to increasingly source from lost cost

suppliers in Morocco, India, and the Far East.
Apparel distribution and sourcing structuxe .

Apparel distributﬁon in Spain is dominated by two large
department stores and specialized retail outlets.: The

~.specialized retail chains have increased their market sharvre

at- the expense of sméll, single~-store retail outlets in
recent years. Mall order houses and hypermarkets  are also

rapidly expanding their sales volumes.

'3‘Thep-apparelw.sourcing.pattern in Spain ‘is- dominated Dby

_yyertical ~ integration, -i.e, retail groups manufacturing
: clothes. . in their own factories or buying exclusively ' from
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affiliated producers. Clothing - imports are concentrated
among a few large retallers, and is mainly_arranged';thrbugh :
importers, trading‘houses, and franchised companies. -

Contraints to growth of Uruguay's apparel exports to Spaih.

' The common tariff of 14 ~ 17 present ad valorem for the

three = product categories examined puts Uruguay at a
‘disadvantage compared to DPortugal  and the Mediterranean

countries, which enjoy'duty~free'status*or preferential duty

rates. Currently, these is no quota imposed on Uruguay S by

Spain in any of the categories. _
Notwithstanding ‘the  tariff . barriers,  the .- ma jor
impédiments ‘are related to business factors. These include
the inflexibility of retailers in their sourcing patterns,
the lack of existing busineés connections, distance from the
Spanish market, and problems related to price, quality and

delivery.

In view of the barriers oxamined, the prospects for
expanding Uruguay’s exports of apparel to Spain are severely
limited. While Uruguayan exporters should be realistic about

~ their opportunities in Spain, they could gradually penetrate

the market in certain niche product. categories.
A strategy for promoting Uruguayan apparel in Spain
The study team identifies wool and cotton sweaters in the

medium to high price range, denim jeans with designer labels,

and men‘s wool apparel in the moderate price range, as

offering the greatest potential for Uxuguay's manufacturers.

The study team proposes a promotional strategy. involving
participatioh at trade shows and company visits. = Promotion.
should be targeted towards the few large retailers which are
currently impbrting. Considerable attention should be given
to making initial contacts and follow-up calls on prospective
buyers, and educating wanufacturers on the demands:' of the
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-vapaanhipéppafel-,market',in terms  of ¢guality, price  and’

delivery.-' CoﬁSidering the relativéiy poor attitude towards

'-South ‘American producers, it would be useful for Uruguayan
- .. producers “to differentiate  themselves from the generic
‘i;categofy of "South - American producers" . in marketing and

promotion.

- The Japahese Market

Market trends

- Market size

According | to projections by the Textile Information
Center, the size of the Japanese market was about 60 trillion

“Yen in 1985 for the textile industry as a whole, inclusive of

garments. The figure represents the aggregate total of sales
by all segmenta-of.thé textilé_industry including materials,
dying, manufacture, wholesale, retail and-.import, out of
which 20.4 trillion Yen (1989) was accounted for by retail

sales.

~.In ‘other words, 20.4 trillion Yen represents the annual

consumption of textile products as a whole.
Under normal circumstances, the term “domestic garment’
industry" is understood to  include manufacturers and

wholesalers of garment products, but to exclude retailers.

‘fhe market size of garment manufacturers and wholesalers

.(including- import) was as'much as 29 trillion Yen in 1989,

- It may appear- inconsistent that the size of the retail market
~..is only 20 trillion Yen while the market size of the garment
. industry - that supplies products is 29 trillion - Yen,

-Nonetheless,  those figures -are coxrrect. The —apparent

i reversal o of - those ) figureg7f-reflects_ distinguishing
' _charadteristics'-bf:~the Japanese garment industry which is
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- wholesalers.

- ‘Phe. size of the consumer market (eStimatéd)3:by*fgafment'?
products - is .summarlzed  ~the: chapter on information

materialé.-

Distribution
’ ~ _ : o
The system of distribution; ;o § the_ Japanese- garment

'lndustry LS more complex and dlversmfjed rhan those e} iy fother'
. countries. The gaxment induery includes - enterpr:ses that

manufacture garments, and wholesalers who ‘simply wholesale

. garment products. It includes enterprases vertically_
structured to include product. plannlng and manufacture,' and

those vycalled intermedlate wholesalers who wholesale © to

wholesalers. Specxallzation is extremely diversified. ' "High
‘and  middle grade items are sold by speciality boutiques and -
' departmenL stores whlle low grade 1tems are mostly sold by .

nass sale stores.

When  the curreént high priceq'of Uruguayan products are

taken ‘nto conslderation, good candldateq for their
distributlon would be spe01alty boutiques and department

stores rdther than mass sale stores. The current: sLatus of
department stores is as follows.

Current status of department stores
The downstream portion of the distribution gystem is now

experiencing a significant transition in response tosluggish
sales of high grade, high priced'items,'increased imports and

labor shortages,' A response -that’*takes foresxght ;nto-;
consideration is urgently - needed.. Because of a’ recent' '

tendency to focus on wealthier cilentele; settlng-'their
regulax clientele aside, department stores are’ now obliged to

~rethink their approach and try to hring back, their . regular

customers through a reviseqép;;:;ce'setting‘pc')licy.@*w
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Every branch of large domestic department storxes 18
refocusing its efforts'jn the direction of pricing policy.
PiLchjng an entire strateglcally selected- line of products is.

“one. approach. Poe example, a department store in Tokyo is
:promotlng 650 items of womon g c¢lothing, representing 12 -~

L‘f13% of  total purchases, under the name . "Besgt Price." At the

jsame tlmo, the correspondlnq Line of .men's clothing comprises

f-only ?0 Jtems centered around the "Private Brand" (PB)_label

 2)

3

~among department stores in general. . Planning concepts are
. made -as. conslstent ‘as possible. and  examined by ;review

w1th toLal salea in the 4 -5 bllllon Yen rango.

.Rate 0f digestioh-aHd vertical integration -

;
- - ‘ . i o

» u.'g,‘(”,' !_ \ . . .. i ) )
The - trend' towawds reinforced sales promotion is evident

b

' comMittees"established within avery company. Promotional

i tags to be. aLLached to goods are- unifled to those approv@d by

the review commlttee.

. Cextain items are purchased'by department stores in full
for Tresale at a suppressed margin, the rate of digestion of
which is an important indicator of resale performance.

A low rate of digestion is thoroughly reviewed and
analyzed 'iﬁ'ordérgtolidehtify its causes in preparatién.'for

gubsequent actions. If the timing of introduction of season

© sensitive items such as knitwear is not appropriate, sluggish.

'*:,saleé'might'adveréely affect peripheral commodities as well.

Timing, line-up -and volume must be thoroughly examined in
advance. - Adcordingly,rthe basics of merchandising play an

féxtremely"important role, - 1nclud1ng ‘the system by which

addltlonal commodltles are injected,

It is ‘“dlso ~expedted that the trend .towards vertical

: Jntegrailon, ~including joint product  development  with

7mater1al ~and. yarn  manufacturers, direct - dealing with
-3factor1es -and strengthening of imporL channels, will become

%ﬁiﬁeven stronger.:



(2) Imports

'_':1)

Past import records

~The aggregate?total of textile imports ‘during . 1989 . was
2.98 trillion Yen, a 7% increase over the previous - vyear,
Garment lmports neasured ‘1 trillion Yen, a 39% increase .over
the previous year. Most worthy of notice was - that garment
inports “from Italy 1ncreased 71% over the previous year; to
rank third behind Korea and China by passing Taiwan which had

~ ranked third the previous year with a total of 100 billion

Yen,

Contributing to the succgss of- meort 1Lems was consumernr

‘buying power and  a trend to select higher grade items.

Famousg European brands that had been exportlng through agents
in Japan Jncorporated themselves in Japan one after another
for direct export Apparently, there nust have been a new

strategy to more ‘aggressively pursue the Japanese market thh

saleg promotion . instead of mexe llcen31ng for royalty

payments .

Imports from Uruguay

There are no reStricticns applicable to the import of
garments except those made from silk. Import of wool, “knit,
and denim products is subject to contracts tao be agreed  upon
with Japanese importing corporations. © Price, quallty and
delivery are three important aspects. for import.

The level of_stahdards that apply in Japan to garments 1is
generally much higher than those in Europe or Nerth America,
owing to the background of different histories of garment
industry  development, and different specific ~national
characteristics. In the case of Japan where ready made itens
have developed more quickly than order made items, ¢6n3umers
are generally accustomed to the notion of "fitting one’s body
to clothing.* By contrast, European countries have a  long
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history of order made clothing out of which the modexn
garmeﬁt- industry has developed. Consumers in g¢eneral are
more accustomed to the-notibn of “fitting clothing to one’s
body." - One indicative example is that both socks in every
pair sold "in Japan must be of identical size, and no  free
size socks-ate available. But in Europe or the U.S$.A. the
" two membors of a paif of socks may be slightly different, and
free size socks are regularly sold.

The country of Uruguay and Uruguayan products are totally
© unknown . in Japan. In certain spedific cases, the name
| "Uruguay" was used as a spot attraction for events, but it
.haS"Been vefy rarely used for any seriously committed
promotional purpose. In contrast, the identities of products
‘from cduntries such as Great Britain, Scotland, Scandinavia
and Canada are weil established to the extent that they .are
not replaceabie by those of other countries. They enjoy -a
very high degree of recognitioﬁ.
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PART III ‘CHE PROBLEMS AND THE REFORM MEASURES OF GBRMENT
INDUSTRY

in Part III, the current problems facing the Uruguayan
garment industxy shall first be identified, then tarqets to be
achieved by the Uruguayan garment industry shall be set forth,
along with the recommendations on how to meet them. '

Chapter I Problems by Which the Uruguayan Gaxment Industry is
Confronted and Future Targets to be Achieved
The quality of products ranks no better than the middle or
lower part of the mediocre spectrum on a global scale, with the
exception of certain hand-knit garments, while the priée of
garments is somewhat higher, relatively, than other consuming
products in Uruguay. Export of garment products is lagging.

1-1 Internal Problems in the Uruguayan Garment Industry

The  problems by which the Uruguayan garment industry is
confronted are identified below.

(1) Raw materials
1) Locally produced wool is of low-count fiber diameter which
does not fit the global trend c¢f demand for lighter, finer

and softer texture textiles.

2) The_'price of woolen textiles in Uruguay is high in spite of
‘the fact that Uruguay is a wool producing country.

'3) The price of cotton fabric for the manufacture of cotton

garments is relatively high.

(2) Mechanical Production Facilities and Technology
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_:2)

(3)

1)

2)

(4)

{(3)

Most mechanical production facilitles currently owned by woo]fa'“
 wedr, - denim wear and’ knLtwear manufacturers are: outdated{[_ 
“The hﬂmbef of CAD/CAM and other automated hlgn- Lechnology‘ 
‘machines is much less than those owned by buSLnessed in Nfﬁé;
.countrles, Southedst Asian countrles and Larlbbean Couniries.t‘ﬂ

The . technological level ]is not hlgh enough for éméll{
quantlty, ‘large varlety manufacture of . hlgh value addedf
products on short de]xvery not:ce,_although it is sufflc1ent "
for the manufacture of conventional wodlen wear, denlm_ wea::

and knitwear.1”ﬁ‘:__ HﬁnHL, f!.ll.gﬁ; P ”;1-: " ':W-;ff.‘ 7

Quality

While Uruguayan garments for prort are. prov;ded w1th quallty_ %
marklngs in accordance, with the LnstrucLJons of buyers,'_no-

.quality marking labels. such- as fiber comp031tlon lnformatlon,ﬂ

Jlluqtrated handling. lnstructlons or country of origing, whlch
are standardlzed in advanced countrle is aLtached to
products destined for local.consumption. o

An overseas market survey conducted in the United States of
America, Germany, Spain énd:Japan,(heréinafter-referred_tq_as
the “overseas market survey") has confirmed that Uruguayan
garments rank no better than the middle or lower portion . of
the mediocre in quality spectrum, with - the. exception of
certain items of hand knitwear. ' o |

Productivity

The high production costs of Uruguayan garments ‘are

partly due to hlgh material costq, but more to the fact -that

productivity is lower in Uruguay than in competing countrles
Will to work

" Labox costs ‘are relatively higher in  Uruguay . than

nelghborlng countries and newly. 'devéloped'u garment ;_ 
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'FLwages.;v

manufacturing countrleq L (A51atic countrieq, . Ca:ibb@an

-countrlos, etc ) Yet labarers are. not. qatisfxed w:Lh their

+

A Taborers lack company logalty.:
Subcontracted export. - ..

. The Uxuguayan garment JnduerY in general ~has - been

_g:dopendent upon Lhe subcontracted export and is not:.structured
'Qto sucoessfully deal wah requesLs from overseas buyers. for

~high value “added products at lower prlces .and . with ~short

' dellvery tames due to thelr higher labor costs and lack of

(7) _
- Industry, .

oy

2.
;mentality:as'toﬁ@ncou;age coordination within the industry.

- 1-2
are

(1)

1 )_'

hlgh technology productlon machlnes

As$ociation‘,with-Other_InduStries,uCoordination ‘within the

ASSOCiatidn :w1th the splnnlng and weaving lndustrleq is not
strong enough. ' ' '

The ,garment industry in Uruguay as a whole is not of such a

Extérnal EnVirOnmentS Surrounding.the Garment Industry

External - environments facing the Uruguayan garment industry

-as-follows.

Uruguayan garments on overseas markets
Thefvnited States_ofrAmerica

The UnLted States of Amerlca is sflll Lho largesL export

,jﬁimarkaL for Uruguayan garments, though exports fell by 34% in
711990 " when compared to the previous year. According to the

'5Gllqv9rsea$';M@%kepusurmgx,-tha=total,valuefof - Woolen ' .garments

. f“Lj2t__



$iported: by:the United:9£ates of" America amounted to USS
“pillion out of which imports from Uruguay accounted for U5$e
41 million, only 1.7% of the total, Similarly, total u. S,
‘cotton garment 1mports were worth Uss 1.2 bllllOn out of -

which Uruguayan 1mports represented US$ 11 4 mllllon, 1essﬁ
than 1%, However small its share may be, a decllne in

exports to the United States of: Amer:ca has a serioue meact .
-on the Uruguayan garment lndustry. :The' Unlted .Spates_eof}
‘America  imposes import quotas on"7 categorjes of" *Uruguayan:
5garments, none  of which® hae been fully reached - In other-e

words,  the Uruguayan garment industry 1s not- capable of fully

: ut111z1ng its export quota

2)

3)

Germany -

Germany ranks second to the United States as’ “an “ekport
market in texms of the amount spent for garmente,'iWhich
Jncreased by 13% annually from 1986 till 1989. - Expenditure

‘for garments ie expected £o. 1ncrease by 6 - 9% annually from_

now on.

In 'spite of the growth_of-the 'German_'garmeht “market
described above;, imports from Uruguay have been declining
sincae 1986 in terms of both quantity and value. Cerhany does
not . 1mpose an import quota on Uruguayan garments because of
their small volume of lmport R SRR T ‘

Spain
The Spanish garment industry s design oriented-_and'
targets high class products while the low priced segment is
likely to be covered by imports, ' }
Expenditure for garments has been increaeing in Spain-jat'
an annual rate of 18% since 1986 and. is"expécted”to ‘continue
to increase at an annual rate of 12% over- the next few yeare.'

. While the value of garments impqrtedjdgring;lggeﬁwae_cno' ,*




* ﬂqfe than 8% of Lho total oxpcndLLuro for garment% In Lhat

':yeaf,i jt JS expected to anrease at an- annual rate of 18 -

:25% over the next fow years.

Two~thlrds of imbofts_ come from LC countrles while

'lmports from Latln America make up no more than 1%. "Impoxts

- ffrom_Uruguay ;n 1989 ‘were valued at about US$ 50,000.

__4_)"

No lmport quoLa is lmposed on Uruguayan garments, just as

in Gexmany

Japan.

Potal textile imports during 1989 were valued' at  ¥2.2

‘trillion  (about US$ 17,54 billion) out of which garment

_iﬁPOrts._represeﬁted about ¥l trillion (about US$ - 7.69

Dbillion).

(2)

As  for eUruguayan garments, only a small 'qﬁantity of

knitwear is being imported,

Formation of regionel'blocs

The _world is belng restructured 1nLo several regional

blocs such as thée EC, NAFTA, MDRCOSUR dnd 80 on, within each
"of which industries arée protected from outside, but subjected

::to .a -more intense level of internal competition. . The

3)

Uruguayan garment ;ndustry will be 1ikewise subject to an
1ntenslf1ed level’ of_competition within MERCOSUR.

Expoxt promotion'by foreign governments

;The NIFS countrles, Asxan .countries 'anludtng the

 People g Republlc of. Chlna and Caribbean countries, etc. are

promotlng export expanelon of garment products under the

J,Vausplces of thelr governments. The government of Uruguay,
- however,.. ig. not . taking any action as part of a national

| pollcy to promote exporL of Uruguayan garment products.

- 74 -



1-3

have
.+ the categories of cost,‘ quallty of products,g-market,~

wnde
indu

(1)
1}
2)

1)

T
L

(2)

1)

2)

m;a].ysz.g;af*eaagéa: s

The causes of the prob]ems llsted in the precedlng ,sectjon
been examlned from dlverse aspecLs and can be classifled

stry and qovernment.
Cost
Higher raw material cost for woolen and cotton fabrics =

More labor and " time required due to  outdated pfbdubtién'

facilities

Lack of recognltlon by plant owners ‘6f the need “to 'ﬁpérade

productLVLty. (Suggestions for the cost reduction 'and  the
improvement of productivity are often proposed by:iproduCLlon

lines.)

Individualistic character of Uruguayans. ~(Has ' impact on
cooperation within the industry.) ' '

Ovefmdependence on subcontracted export (It is not poss;ble
to compete with developlng countrles due to hlgher productlon :

costs )

Intehsified“ lovel of price competition- with Brazilian

_industry in preparation for the'inaugurét1bh'bf MEﬁCbSUﬁ'

Quality

Conservatism  toward capital investment for facility
renovation in view of hlgh rate of  inflation, ' unstable -

Lack of recognition by plant owners of the need £ h1gher7 

“value added products and production of wlde varletles in'”

smaller quantltles



LIy
“”f]operators

-  45;

5)

6)

8)

o”9)

(%)

1)

2)

L 3)

_4)

7y

‘ﬂéok”iof high Lechnology productlon machines and * competent

'Lack of recognltlon of the noed to Jmprove product quality in
lharmony w1th ~the actions of = consumers- (Insuffiolent

protectlon of:oonsumors’ interests)
Lack of recognition of the importance of auxiliary materxials

Quallty control process control and fac;l;Ly maJnLenance are

';-“not suffLCLently thorough

naok_of'reCOgniﬁion of employee’s self enlightment
Prodiuct planning*oapability;isfﬂot'shffioient

Intensified ‘level 'of . quality” competition ‘with Argentine
ihdustry in preparation for the inauguration of MERCOSUR

: (woolen textiles and kn:twear)'

Market

Raw w60l matorlals are of low count (OppOSlte to the global
trend of demand) ' '

Lack of recognition by plaht'Owners of the need for long term
managéement strategy '

Higher product prices than developlng garment manufacturlng

'countrles
_Laékoofdésignfdriginality

Lack of ‘overseas maket research 1

_!Insoffioionf égoertisiﬁg.tdfgeting the 0vefséas market

.Conhaots°with,ovérséas”buyors are not strong enough

RTINS



- 8)

9)

10)

11)

12)

(4)

1)

)
3}

4)

&
L

6}

7)

8)

_Tariff'barriefs?

uLack of lnformation, weakness ln respondlng Lo market demandf'
due to insufflcient number of hmgh techno]ogy produotJon"g”7

machlnes

Long shipping distance to Europe, Ndﬁth:Aﬁericq:ahdxdqpangg
Low profile of Uruguayaﬁ'gafmeﬁts'
Distrust of certain -EﬁrdpeahﬁstYérs' ftéwa;djifufﬁgpdﬁan,-

suppliers  (in particular with respect. to . delivery

commitments)
Industrial associations, government

Low interest rate financing is not sufficient

Net wage losses due to délayed adjustment for inflation

Minimum wage lower than other industries -

Wage _system' which does ngt_reflect ‘pgsinéss -profits . and

length of service
Education of employers and employces

Support for participation . in ~overseas faShiQn:'fairs by

.businesses

Review of taxes, socxal securlty charges, publié' sexvice
charges in preparation for the 1nauguratlon of MFRCOSUR

Bridging across Associacion de [IQqustpiésvtTéktilésﬁi del
Uruguay and garment industry e ' ' BN R




S

1)

'521—4#:T5f§et3 fof théfﬁrugﬁdfanfGarmentLIndustxy'-

shdft;tegm;taggéts”i1992f~:x995)

.$argetif Expahéiéﬁglbf local consumption and promotion of
import alternatives through . the' reinforcement of - basic

_strongths of the industry

2

Markets ‘to expand: Local market and traditional export

- markets

-3y
o toﬁthe pé§k-dchieuédfiﬁ'lﬂﬁQ {to be achieved by 1995)

()
1.
2y

- nembers of'MERCOSUR_ E

‘&)

3y
' '::trugtgd“éhd'appréciated byuthé global market

.:1.3)f

35]?);

volumé[aof;équrt-to‘achievei US$ 100~ 110 million -- equal

Medium-temn targets (1996 - 2000)

Targets: - Expansion  of exports.to neighboring . countries and
furthér_promOtion bfqimport'alternatives”

Markets. to  expand: . Neighboring _countries,.. in particular

Volume  of . export . to. achieve: . US$ .134 million by - 2000
(assuming USS 105:million3is achieved by 1995, increasing at

an annual rate ‘of 5% thereafter)
(Remarks) : Mediﬁm—term expoft target may vary depending upon

“whether ‘¢r not .the short-term export target . has
_Nbeenﬂachiévedh

Long~tern tafgets (beyond.200Q)'
Tafgét;;fProdﬁdtiOn. of Uruguayan  garments .which will be

Markets to explore: Advanced countries

volume: of export . to .achieve: USS$. 155 million in 2005

;'g (a§sumiﬁq5ﬂS$y134'milli@ﬁiisfaghievéd.by=2000, increasing at



1-5 Problems to. bef‘s(ﬂl’v}ed- : ST
(1) Problems due't67intérhal“fact6f3f’ii;  :ﬂ%?ﬁf*ﬁf*ﬁf”‘“
1) Raw materialsg -

2}

3)

4)

an anhual vate of 3% ‘theredfter). il il

TR e

(a) Low-count wool -

A need eXJStS £ respond to Lhe- world~w1de tréndsw
which prefer llghter and flner Lext;les : : '

(b) Textile prices

A need exists- to establish c!ose'-CommUniCétipnf’ahd -
cooperation with the textile- lndustry B S E

Facilities and equipment
A need exists to establish.a system sﬁpporting' ektensive_

utilization of high Lechnology equlpment in ordex to producel3
high value added products of wide varletles in’ sma]] lots.'

Quality
- {a) A need exists to pursﬁe‘ways'and means of instituting ‘a
quality labeling system. Quality labeling . of garments"__
for local congumption is not currently required N -
(b) A need exists to lmprove quallty through stlmulatlon -of_
' nonwprtce compeLiLlon ' IR - SR T
Productivity

A need exists to ralse awareness of the significance ofv::.

product;on control Wthh is effectlve Jn reducxng productlonj,“




i:gr

©costs and fmproving quality:

Wil to work

COURL noed ex1sts to encourage laborers o btay with their .

‘VVf;current employers Lnetead of ]Ob ‘hopping in search of. hlgher

'“ﬁwagee

6y

S_xibcjbﬁt'ra'étéd ‘processing trade

A need exists- to'dieehtangle*'the industry from the

i subcontracted proceb51ng trade‘ ‘because - Uruquayah Cgarment’
',.enterprlses ar ‘no  longer competltlve with the deveiopinq
' ‘countrles of Lhe emergtng garment lndustry where production:

7

costs are lower. . _
'Coordlnatlon with other 1ndustrles, cooperatjon - within - the

: garment lndustry

~ A need _exists‘_to strengthen '.coordination with the
Aseociacxon de  Industrias Textlles del Uruguay, in

'_partlcular, in-order to improve quality and to reduce costs,

A need also exlsts to strengthen cooperatlon' within the

'(Q)- _:

1y

garment 1ndustry
Proﬁlemsfdue:teuegtetﬁai'factprs:
Gruéeayan germents onjoverseas.harketse_.
_The recegﬁitioequ~Uruguayan_garments.on overseas markets

is  not high enough. 1In addition, the export potential of
Uruguayan garmente is hurt by their prlces, which axe higher

"Lhan those ASLan and Callbbean countries where the garment

:lndustry is- emerglng A need exists to restore the export

';potentlal of Uruguayan garments.

o

Fbrmatioh'efJWerdwyide‘eéoﬁemic blocks
fﬁf”ﬁeee_feﬁistsfte'Winfthe‘)Competitidn against garment



13

1-6

(1)

1)

3)

4)

enterprises located in other MbRCOSUR member countrxes aftor‘ff:f
the lnauguration of MERCOSUR. '

Uruguayan government poiiciésﬁi'

- The Uruguayan government has mno comprehensxvo ;indﬁstrial
pfomotlon - policies, nor’ does it support’ any = specific’

industries. A need exists to readjust ‘tax rates to. a ~level :_

comparable with those of other: MERCOSUR member countrles.4 o

Reform Measures to be Taken and Their'Rankihg
Reform measures which are to be implemented in the short terxi
Betterment of policy and systems

. Institution of a quality labelinq system and reinforcement

of the consumer center
Betterment of management, development of human resources

. Promotion of cooperative efforts' R i

. Study and training of required . personnel  (Standing
productivity seminar, incentives for the acqﬁisttionf'of
official qualification; reinforcement of 'public garment
research institution, consultation for3enterprisos)1_

., Reinforcement of study and training system

Betterment of sales and marketing

.. Implementation of Fashion week
. Sales promotion in conjunction with government agenoiés

Technological innovation

. Development of light woolen Lextiles and fine woolen yarn

. Utilization of Uruguayan desxgners and . tallors

;'91,;



Intellectua] righto including d681gn rlghtg’- trademark
rights, patent rJghts o : B

‘ QﬁalityﬁimprdVGment,,COst reduction

' '. Condltions for quallty Jmprovement

(2)

Cost reductlon

Reform measures the 1mplcmentatjon of whlch is to commence in

’__-the medjum term

1y

(3)

1)

*1nv1tatibn;of"a MERCOSUR fashion resource center

‘Fig;'-~IIIelhl' summaxizes rélations between  problems

awaiting solution and reform measures.
Ranking of twelve reform measure items

Details of reform measures shall be presented in Chapter
2, while reform measures shall be ranked (by priority) and
institutions in charge of implémentation shall be discussed
in this chapter. Criteria used in ranking the twelve reform

measure items are as follows.

Each xeform measure was independently evaluated as to its
likely contribution to and immediate effect on quality
improvement, cost réduction, developiient of human resources,
expaﬁsion of doﬁeStic and export markets, and import
replacement In each category a grade was given for max Lmum

‘effect b grade for better than avorage, C grade for average,

d grade for mlnlmal‘

Rank A : Refoxm measures which have two and more a grade
Rank B : Reform measures which have a grade and b grade

_'Rahk_C]: Other reform measuxres

Table III 1~1 Summarizes the ranking of the reform

_',measures

82 -



?) Priority ia given to Lhose measures whiéﬁ can ﬁtilj7éJH?* 
exlsting faclljties and functlons, ;n view of tho immediateh;i .

lreffects Lo be obtained

Institutlons 1n charge of lmplementatjon are C]aSSlfledi;

;nto those djrectly respon81ble for lmplementatlon and those Qf
to . cooperate It can be seen. clearly “that ObjeCLLVQS cannotf'jff
" be achieved w1thout cooperat;on between the publlc nd f1§
‘Private- sectors.. The Asoc;aoion de Industrlas Textlles delf-fff
Uraguay and Punto Industrlal Uruguayo would have to elther be;, 

' dlrectly respon81ble for, cooperate thh or render -sorvmces¢H ”

for every-reform measure Those aosoc;atxons will. have Lo be _
- reinforced . accordlngly : Tdble J1T-1-2 summar;zes - the -
institutions directly. responSLble for and those Lo cooperafé"

for each reform measure




BN ¢ )] H&fcriaié' 5

. Problems of garment industry

“problems of ﬁamht':iﬁdus‘t‘ry;i RERE

: _11 Moo fibor 1§ of Toir count. ©~ .+

| 29 wood textiie. is high priced.
3):Cotton textile s high priced,

- (2;_Facilitiejs and  technology: ™ T

1} Facilities areoutdated. ;o -0 oo
“2) Righ added value, small lot, larga variety
© 7 production and @ system of short-perjod

delivery system do not exist. .

1) There 13 no qual ity -labaling system, -
2) Quality is.average to low by gloval =

standards, -

(2} Productivity . - . L _
1) Control of pradiction, quality, process, and
- facilities s figt: thoroughly exercised. : '

7} Executives and émployees are not'sufficiently

consclous of the problems: they are '

.con'frantgd with,

_(5} Wil) to work - S o

"1} Though wages arc higher I Uruguay than in
. countiigs wheie the garment inddastry-is
.~ dayetoping, - workers are significantly -

o discontént, .o - T L
2) Sanse of loyalty is:lacking.

‘ g

Processing trade - - - :
Urtsguayan garpent industry has -indulged
itself in the processing trade. '

{7y Association with other industries,
. cooperation within the industry.
1) Association with textile and-spinning
~Andustry s not sufficlontly strong: _
2} Cooperation within the garwent industry is
not- sufficicatly thorough, - : '

oL <External factors> -
_ (lg Urugoayan garfents ofi ovérseas markets
1} Urugiayan garment are higher priced than
“those produced In other countries with
* developing garment industries, oo
2) ‘Herchandise planiing capacity is not . .
sufficlent. and weaknesses. exist in market
.. vesearch, . o o i RO :
-3) Relationship with overseas buyers and

17 tiporters s not sufficiently strong, -

'_ ;43 Import duty (I.S.A. - 5= 21%, Europe 3 14%)
'§} Name recogniticn is not high enough. - :
{2} Formation of trading blocks in the world:

_1; Protection within each trading hlock
'2Y Heavler: corgetition between enterprises -
o within HERCOSOR ‘trading block:- -7 . .-
|(3;
1

P.o'i:lﬂcy'of_‘Uru'g:;‘uayﬁﬁ_ﬁdﬁefnﬁeﬁt' o
No support -is provided to 2 articular

2 industry. o

S 2) tigh 'téx_rates."hjfgh_ ;o:c"i:‘aé_"l-.“s_é}:tir'ity Ch?‘jﬁ"fg "

feform measures

‘Relation- -
ship o T

vl during 1992 - 1995

faforcement of consumér center. .

-7+ Reform:measures

1 (Reduced and Stagnant exports, . . | between -
S incpeased: fports) e U0 oL T problems o)
R A s eSS ~=eand. refgral g e = - = :
© igIntornal (factorss | measares. | <Short term reform medsures to be implemented

Tnstitatfon of quality labeling system

and re-

| Prowot ton of icooperation within the tndustry.

Cost reduction. . .

_Implemontat ion of . of foctive. quality conirol,

utilization of frec<zong system, taxatfon
system aiid so on), .

'Reinforcement of educatfon/training system.
Inplementdtion of fashion week. - S

Sales promoticn in conjunction with '

government,

Pursiit of thin wool fabric and fine yarn.
Utilization of Uruguayan designers and tailors,

Conditions for quality improvement. :
{Hon-price competition; techniques other than
sewing/knititing, independent- merchandis ing).

Fducation of required. persone}, etc,
(Standing production seminar, incentives for the
acquisition of official qualifications,
-reinforcement of public garment resecarch
institution, consuitation for enterprises)

Prepavation of a co 1'cc£ion of techniques in the
public domain concerning design rights,.
trademark rights, and patent vights.

S FLQIII“‘l-l _Relationship between problems
LU carom weasures

<Reforn ieasures to be implenented duifng
the mediim term (1996 - 2000}

Ihvitauon a‘f MERCOSUR fashion resource:center,:

JUSRERRE Y

and



pable III-1-1 Ranking of reform measwres .-

: T Quality | Cost - | Dovelopnent | Expansion | Replace- | lamedfate | .
Actions for improvemsnt - | improve- | vé~ . | Of human. - of. .. : | ment of effect | Ranking = -
| went . duction | resources markets i:hpor‘_t_ ST RLpATL L

(1) Short-term actions for
{mprovement..

1} Improveneht of policies - -
and systems

* dmplementation of quality b d o -d hooca NESSCT. N TN SO N | S
marking systen and . o - ' e TN SRR IPEE N N :
reinforcement of consumer
center R :

2} Improvement of management,
education of talented
_personnell _

*  prowotion of Joint a 3 AN N1 INRE T DR o e oA
cooperation ‘ . - B EE T BRI I SN R

*  Education of required ¢ G- s d da- . doos - G
personnel (Seminars, con- S B ' ' : ) TR TRR SRR _
sultation with enterprises) R : EE .

*  Reinforcement of education c e b A a d d A
and training system A B :

~3) Improvement of sales,
market ing

* - Sales promotion in -
coocperat ion with goverpment] . . . . L

*  Implepentation of - R d- Cd a - c LA A
Fashion Heek ' o : L s o

.4} Fmprovement of technology

*  Pproduction of thin woolen a d . d b e do 8
fabrics and fine yarn S : - L C _ A _
*  tirization of Uruageayan b b d . ¢ ood o e
pattonal designers and o ' . R T EE
taflors i S : S . .
*  Compilation of commonly c fe : C d ¢ - ad (. C

knosm technique concerning
design rights, trademark
rights, patent rights

5) Improv_ément of quality,
reduction ;

* Conditions of quality - a S d Cood b od IR TRRP I i
 fmprovement ' B ‘ : o - e e e
{Non-price competition,

{ndependent werchandising) | - ‘ o 1 1 e e
*  Cost reductfon - < 3 t B S b | .ocoi B

{Cffective quality control, - ' -

free-zones, -taxes etc.).

-(2) Hedium-term actfons for
improvement e

1) Invitatlon of HERCOSUR a ¢ | a el d Y
fashion resource center ) A R . Doy -




Tabie III 1 ? Prioritlzod octjons for improvemont ang
partles xnvolved

(1) Short.term acLions R o Prioriry Parties  Pparties to
: Por improvement N _ directly cooperate
i A .«f:~»' o T . .responsible and assist

4:1) Improvement of polioies and systems

% Implementat;on of quality ‘marking L AL - RN AL B,
system and: reinforcement of consumeyx '

' center

\2)‘]mprovement of manegement. education
; of talented personnel

¥ Promotion of joint cooperation3 A E. A.,G.
* Tralning of required personnel ; c A, G.,E.
* Refinforcement of education and A G, A F.
ttaining system o co T : :
: 3} Improvement of sales. marketing
R Implementation ‘on Fashion Week o A G, - U AGE.
*-Sales promotion in cooperation with' : ' . :
. government - . - Co B Ao G.,E.
h) Improvementxof'technology: :
* Production of thin woolen fabrics . B E. A.,G.
. and fine yarn : -
# Utilization of Uruguayan national C : E. A,
designers. rand _tailors:. . _ _ _
# Compilation of commonly known SC A. G.,E.
technlque concerning design rights, e : o
trademark rights, patent rights
"~ 5) Improvement of quality, reduction
‘of cost . '
ok Gonditions of quality improvement _ B E. : A
*'Cogt reduction S B . B G., A
(2) Medium-term actions for, improvement
1) Proposal for invitation of MFRCOSUR;UR A G. . A.L,E.

fashion. resource center

Legend i E.- Private Companies, A.~ Industry Association, G.- Government
Contribntion and immedjate effect to’ improvement greatest- A, Seml-preatest: B,
great-'c" : :




1-7 Renkihgﬂ'in Four Categories App]icable Lo Reform Mensures;f

(Quality Improvement, Cost Reduction, Developmenf of Human“'_'

Resourcea, Market Fxpansjon)

Quallty lmprovement cosL reductlon, market expans;on.’ahd h
developmont of human resources are the factors most lndtqpensable
and critical for the promotion of the Uruguayan garment induatry-:
and the promotion of export. SR IR C R CaE

Previously, reform measures' were_ ClaQSlfled JﬁtO” foure
categories,' with the major antiClpated effects and rankjng ;of
each measure ¢iven within each category ' slmllarly Lo the
ranklng of the 12 ltems, preference was g:ven__iﬂ” ranklng the
categories to measures which would exhibit greater and more'
immediate effects, -and for which - the needed faCLlJtLee- énd 
funetions are already available to some exient Those. reformz
' meesufes which may affect not only a s;ngle-ltem but;also - other
items as well were listed undexr the item‘on.Which theY'nght ﬂto
have the greatest effect, For example, promotion of 'eooperative
progects would be effective not only. for cost reductlon but -also
for quallty 1mprovement and market expan51on as well, buL is
llsted under cost reductlon. .

Methods of managing production, quality, processee . and
machlnery as well as- methods of 1nspectlnq maLerldls and products
which would be immediately effective Lo"=ach;eve - quallty

improvement, cost reduction and market expansion if. implemented h

by 1nd1v1dual enterprlsee are summarlzed in PART III, CHAPTER 3
(1) Quality improvement

1) Institution of quallty labellng system and relnforcement of
consumer center (Short term, lst rank) ' . ‘

The instltutlon of a qua]lty labellng system Le':targeteq -
directly to the protection of consumers and*(”qualiﬁy.
improvement, and indirectly to d;aw,_g;eatepftetteﬁtien]_by
consumers to quality and price and'hence t0 eneeufdgé.eff0rt5-

- 87-



'”*3by'*garméntiféhtérprISés~td'imprOVé’qualjty  fThose ' are the
most fundamcntal TOqULﬁilOS for the expansmon of - domestic
consumptlon and replacement of meorts '

”+2j*Utiiization of Uruguayan d931gners and Laxlors - {Short. term -
2nd rank) ' ST AL PR : y

By Lakjng advantage of the accumu]ated know-}ow of local
desxgners and Lallors who 1hemselvos are capable of  wide
varlety, -émall “lot- productlon, lL would bocome easier Lo

produce hlgh value added products.
.=3)ACohditibh$ for qhality improveméht

(a) Enhahdemént'ofjndnepficéwCOmgetitiveness (Short term . 3nrd

rank)'

Product  differentiation ‘would be':stimulated by
~enhancing non-price. competition within the industry,
involﬁing'upbringing-of designers and. stronger marketing

efforts.

~(bY Technology includlng gponging, pafLern mak;ng and so  on.
‘(Short term 4th rank} -

adStabilization‘of‘teXtile and'garment stretchability,
and  improved garment design would serve to upgrade the
quality of garment products.

(¢) Promotion of independent-merchandising-(Short‘ term Sth
rank) ' '

5“Betterrquality and différéhtiation of*ono‘s products

'—‘Ecan be achieved by developing merchandisers capable of

"3*1ndependent producL planning

4) Preparatlon of a collectlon of commonly used techniques in
the publlc domaln (Short term 6th rank)
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(2)

1}

1f a COJJection of commonly used techniques i Lhe publich*

domajn,_ relevant to deSlgn rlghbe, patent rights,:,cande'

-tradenaxk rlghts is prepared, -such: techniques and deSJgns___
could bhe used oxtensively for quallty improvement "ﬂaﬁdi;‘

enhancement of: productiv:ty and could serve to prevent cﬁdUece
Lechnlcal Jnterventlon by cverseas manufacturere o

‘Ttem 1), ‘institution of quallty labellng -oyefem}-__was
ranked . first because it would have bettcr effects than 'item‘
4), preparation of a collection of: commonly used techn:quea_
in the public domain, while ‘Ltem 3), utllxzatlon of Uruguayan
designers and tailors and item 4), ccndltlons for gquality
improvement should be left to the discretion of indiViduali
enterprises. In addition, LATU is equippod with the bulldlngs
and personnel required fox the ;nstltutlon_.qu~a _quallty .

‘labeling system.

Cost reduction

promotion of cooperation (Short term lst rank) .

The high ‘technology equipment which is needed ' for high
value added, wide variety, small lot productlcn within a
shoxrt delivery time frame (corresponding to the global demand_
trend), would have a high price and a low rate of utilization
and prove to be not very profitable if acquired and used by
individual enterprises. The same applies to facilities for
sponging processxng and stone/chemical washing . of denin
fabric. ' L '

Joint use  of these plant. is most ~effective : for - cost

reduction,

Cost reduction could_mcre easily be . achieved thrcugh
joint and cooperativeg-pyocurementﬂcf raw. -and -subsidiaﬁy
materials, warehousing, and acquisition andw-utilizaticn” of
specialized facilities. o ' BT

- 89 -



'"2')::cos-_ﬁ rediction moasures

(a) Implementatlon effect:ve guality cOntrol ‘(Shoit
term 2nd: rank) ' o

'Cosﬁs”'could Dbe reducod by preventlng - occurrence oOf
L rejects through Jmplementlng process by: process .qguality

control.

Whoti: rejects occur, recovery and disposal of rejects
_Vrequires'»uadditional ‘expenditure . which, however, is
regoverable “if effective quality control measures are

implemented., .-
{b) Utilization of free zones (Short. terxm 3xd rank)

If.  enterprises that are exclusively dedicated to
. export utilize the free zone .system, import duties,
corporate taxes and consumption taxes can be saved.

(c) Taxes, public service charges, (Short term 4th rank)

Costs can be reduced by reducing taxes, public
~gervice charges, to rates comparable Wth other MERCOSUR

nember countrxes._

Among the reform measures for cost reduction, item 1),
promotion: of‘cooperatioh would be most. effective_in reducing
costs. - 2)~(1), lmplementatlon of effectlve cost reduction
control,: 'lS up to: -the discretlon of: individual  enterprises

~while . (2), utill&dthﬂ,Of free zones may be advantageous in

terms. of - takation but the number of enterprises which are
- capable . oOf iﬁvéétihgain-ffee zones to construct - new plants

ﬁay 'be_glimitéd{aQRelevant.to item (3), taxes, ‘and public

sérViQe':'charges ’a;e being' examined by the Uruguayan
‘gdvefnment Accordlngly, item 1), promotion of . cooperation,:
 was. ranked first ‘ : o



(3)

- rank)

2}

pevelopment of human resources i

Reinforcement of eduoatiohfﬁréiﬁihg'sy5ﬁéﬁf(éhoftfpopm;gf ist

One of - hej mosL meortant factors _in expandlng the'

- markets: of the Uruguayan garment Lndustry is the development'_‘“
“and keepang of competent merchandlsers. ' S ‘

The  Uruguayan garment 1ndustry, 'which'“V’so _heavi1y-
dependent on’ \suboontracted process1ng export, dis ~not cost
competitive with developing garment industry oountries.'-One_

way for the - Uruguayan garmeht‘industry toi: surv:ve is to -

devolop the abllity to foresee global export mdrket Lrends,
and its own independeit product plannlng capaclty

' FoStering 'and'-keeping'of‘ compoient merchandlsers and

'operators for high technology machines :are lnevitable_'in

order to realize this target. “The- expanbton of UTU is very .

important in this meaning.

Training of required personnel etc.

- {a) Standing -séminar“ on 'produotivity"(Short'-.term' '2nd

rank) |

- The foremost - roason--~underlying fhe-~- current_
difficulties of the Uruguayan garment Lndustry : the

lack of proper steering for-quick - responsc' Lo globalV
trends. It is therefore ' considered ::necessary to-

disseminate  understanding of managemerit - .concepts. and
methods and productivity‘enhancemeht techniqpes,ﬁjthrough -
seminars, - for example, in ordexr: -to' “proﬁote' costJ
rcductlon, quality. jmprovement and market expan31on ;

(b) Incentlves -+ for " the .vaUlSltlon 'f‘bfa;:{ofﬁiCiéio
quallficatLOns (Short term 3rd rank) o



Employeee are, dlscontent because of the low "wages

';;paid and Lend to be eonstantly on. the Jookout . f or jObb
='-“-;:__\xriitl*l higher;-wages.‘One measure to prevent. job hopp:ng
- would: be,' f example, to offer . incentlveeV for the

__(c)'

(d).

kﬁjachLsitJon _Of." OfflClal quallilcatlone -and to offer a

.‘regular :ralse for those ElS) qualliled Lstabllshment of

'iecourses o£ study for such . qualmf:cataons at. institutions

 1ike UTU would of course have Lo take place first.

Relnforcement of garment research institution.
(Short Lerm ath xrank) - :

Relnforcement eof a dedicated researcih institution
that .can. carLy Qut R&D . of basid technology and new

'pfeducte'.relevant,te“tegtiles and garments is a reform
S measure. -~ that. 'w0uld have significant benefit. for the

',Uruguayan garment Jndustry, but is dependent upon prlor

edevelppment_of.Lhe lequ;red human resources. The costs of

:‘researehﬁzand _development‘ which.may be too. risky fox

- private enterprise. to bear can be subrogated,

Consultation for enterprises (Short term 5th rank)

Provided_ that personnel competent to provide

consultation to . enterprises have been developed, such
guidance. on -technology.and management would serve Lo
. assist cost reduction and quality improvement efforts.

- Development. of human resources is indispensable if

Uruguayan garments are to gain the  confidence and
~appreciation of world markets.

The advanced class of the uru garment course. is best

e'suLLed “for: the development of cempetent merchandlsere

‘Item 2) (1), standlng seminaxr . - productivity,  is

::expected to khave an lmmedlate effect if the secminars
,"forganlyed by REFA of Germany under the sponoorshlp of the
__fe';Minletry of Industry are properly Lelnforced Item 2)-

;*f'(2), _ anentives for the acqujsitlon - of official
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(4)

qualifications, is grantedffor-implemeﬁtétibh in'oxdéx to
‘henefit the first graduates df UTU's advanced class in
1993 (the title of technologist will be conferred on them
after the completion of 4 years study). Items 2}-(3),
reinforcement of gafment“feSearCh institution, and (4},
consultation for enterprises, are ranked lower because
the - development of required'hhmanireSOUchs is' . & time

consuniing process.

Market expansion

1)} Implementation of Fashion Week (Short term Lt rank)

2)

It was confirmed that the degree of recognition of the
Uruguayan garment “industxy among - overseas buyers and

importers is not sufficient, and the number of enterprises

capable of conducting overseas advertisement] and sales
promotion is limited. Howevef, if the - state. of Uruguay
organizes state  level Fashion Week within Uruguay, many
enterprises would be able-to participate and domestic demand
would increase as Uruguayan citizens become interested in-

these eventis.

In addition, such Fashion Week would enhance recognition

‘of Uruguayan products-amdng overseas buyers and importers and

therefore would eventually lead to the expansion of export.

Sales promotion in : conjunction with“government agencies
(short term 2nd rank) ' -

Publicity  promotion activities -and gathering = of
information on Uruguayan . garment products thrdugh the
oveérseas offices (New York, Sao Paolo and so on) of the
International Trade Department under the jurisgiction of the
Ministry of Economics and Finance should lead ‘to market

expansion.
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Pursuit of thin fabric and fine yarn (Short term 3rd rank)

 If'.light and soft garment products in line with global

‘prefarence  trends - can be produced in cooperation with the
' Association.  deé Industrias Textiles del Uruguay, the way to
‘export expansion would be paved.

Invitation of MERCOSUR fashion resource center . (Medium

term 1st rank)

A fashion reséurce Centér'equipped with facilities for
information gathering, ‘analysis, product planning and
development, human resource - development and  promotional
activities is‘_essential infrastructure required for the
industry to stably supply high value added products.

A fashion resource center representing all of MERCOSUR

located in .Uruguay would attract the attention of global

importexs énd buyers, helping to expand export,

ITtem 1), implementation of Fashion Week is considered to

be - capable of generating a greater market expansion effect.

Ttem 2), Sales promotion in conjunction with the government,
wag ranked second because it involves promoting business-
government linkage ‘and considered capable of generating
immediate effects. Item 3), pursuit of thin fabric and fine
Yarn, may be egually important, however the wool textile and
garment industries do not have familiar relations with the
wool industry and therefore this is ranked third.

{4) The fashion resource center to be invited shall be

lone'serving all of MERCOSUR. If attracted to Uruguay, such a
fashion center would be extremely beneficial to the Uruguayan

garment industry.
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w8 Relatjonshlp Between bhort Texm, Medium Term and Long Term_~f7:
Objectlves and Reform Measures;f” D P

Fig.  III 1 2 shows the relatlonshmp berween shortg,term,f@fm

| ;medium term. and long Lexn objectaves “and, reform ‘measures. The

'-.preparatlon, tralnlng period, and generatlon‘of expécted

reform ineasures are classified into quallty lmprovement,; cost{ff};
jreductlon,1 market expanSLOn, and human r930urc development d;f;iJ
: ‘\'_sul tsgl-‘-:_?‘

the. small Citems llsted under eac;”

'jtem iare ranked

are shown for each ltem and for each small ltem by tlme scale ;,jLiTﬁ




) Study, prepavation, 1 gl’eriod of . Generation of .

. ) : _ tr‘_ai'ning‘ period i lewentat fon ~> expected effects **r > Contindation
pertod Short o (1992 - 1999) "t torm (19 - 2000) g Long term (2000 + )’ Con-
. ob i : Expansfon of domestic consurpt fon and promotion of 1n‘port ] Expanston of exports to nefghborlng markets and further promot!on of !mport Yo establish part of Urugwaydn garment production as. 1 ducted
2 Jective replacement and expansion of exports-by means of strengthening replacement convorters to enhance the international appreciation of and | ny
§ the basic power of the industry : . e : confidence in Uruguayan enterprises A
*g Market expans fon ‘ Domest ¢ market and traditional export markets . Neighboring countries. in particular ﬂERCOSUR metrber countrlas : Advanced coustries (Furope, U.S.A., Japan) g g
* Jarasted money value of exports ° T6 vecover expbrts to 0.1 - 0,11 billion US dotlars (1989 0.134 billion U8 dollars in 2000 [ 0.185 billion US dollars fn 2005 i B
argeie Y vall POFLS 1 level), the past peak. by 1995 - (0.105 bi1lion US doTlars in 1995, up by 5% anmually) - _ | (0134 bi3tion us dodtars n 2000, up by 3% annually) ;35 88
N — - e - . 5[4
- Reform measures  JRanking] 1992 1903 1994 . 1995 : 1996 1997 | 1998 1999 2000 2001 - Renarks g’& ug‘
: ) : ’ ' : ™l i I S : '
. 1 L . [ . . . .
{uality frprovements Short L - ; _ .
. Institution of quality Iabellng system - 1 term - Promotion of quality inprovemnt protectlon of consumers, expans ion of . After the fristitution of a quality labeling c. |A.E.
and réinforcenent of. consumir canter st . domest ic 'consumption. replacement of inports. y _ N system, Q-Hark activitles shall be promoted.
“th”m of Uruguayan designers and 9 } : > g:;é :3%ggnogfhf;;gavg?ﬂecggggan;pgd ;:éilg varlety. siall lot production . ; _ gggg(}zﬁsgﬁgtums shall be held, To be hired £, |a
tattors - 1 ', : . _ ‘
, Candttions for quality improvement - ! S Strengthening the development of des1gners. _ _ |Expans fon ‘of exports fo HERCOSUR me;rber :
(1} Enhancement of non-price compet itivene 3 ] Differentiation by strengthening marketing. . . : ; (countrias, E.. | A
(2} Dissemination of technology including 4 E~-++~——~l Stabiltizgtmn of textile stretchability, qualitative upgrading of . Spongingiprocessing shall be organized as a e, | a
sponging, pattern making ' R esi Upgrading of quality and product planning by means 1 = cooperat fue aperat ion. N
(3) Promotion of 1ndependeal1t merf*chandis;ng 5 s . S O?QdcveIgpingqmrchgndisc?s P g by : : I?ag:tmcate from subcontracted processing E. | A
ﬂgzgaiggrilg? 3:5'3,201'!?;“3?12 d&?:amn Y 6 —ee > Utilization of commonly used techaiques or designs in the public domain for _ ‘ Collection of overseas information. A. |G.E.
4 . quality inpruvamnt t0 upgrade productivity, and to prevent techrologica) i
intervent fon- by overseas enterprises. | t
| - I
I } ) | 1
[ { ) { :
<Cost reduct fon> goopergwe‘progurement 0; rau mateai*lals andfs:;i;sgd:arﬁ me;tenalsm t
. ost reduction by means of cooperative use of high technology machinery, I
] Eiﬁﬁgﬁéf?oinﬁiiﬁ?ﬁeTﬁgt?EQEQtﬂi 1 —> warchouses, sponging plants and washing plonts. . | 1%?2&?2?2t6t|0n of mlttlateral profects - Te, fac,
Cost reduction measures . ’ 1
(” Irplencntat fon of effective quality 9 Qgpglgg;:ggs?f quality control and cost reduct jon measures- involving prevent ion of rejects . ﬁermfmgmaTg?;ums which can be implemented £ lns.
control measures F————— > Exemption of enterprises excluswely dedicatod to export and operating in free 7ones from ) 1Cooperat tve operation mthm free zones fs
k2) Utidization of free zone system 3 I import duties and corporate taxes. ' _ ladvantageous. E. (G,
(3) Taxesitpubg;c service charges, soctal 4 : N H S Aggption o{ rates similar to those of MERCOSUR member countries to . ‘ {Being studied by Domestic MERCOSUR Committee. [ 6. | A,
security charges . - I 4 : — reduce costs.
! ' \ i i b i o
: : : ! i i i :
) i i i 1 b | |
! | | | ; ) i !
| : .
<Development of human resources> } ] ! " Yo contribut _ (. . L
" - 1 e to the upgrading of technnlogical . i {Upgrading of UTU lecturer
. Reinfarcement of educationftraining 1 {uTtu I————ﬁ ; T Yraining period : > capability and market expansion by training 'cﬁ?riculgm g fac??i‘:?g;?' reinforcement of e lac.
:gstan‘ . ) i I ' merchandisers, creators and operators. ‘ ' :
. Education of required personnel IRe inforcement of i i .
: . i ament and mark ion by way of . of seminars vhich are currently
(1) Standing productivity seminar 9 fo rﬁ;’gﬁg;”;ﬁf ggngngs”ﬁﬂgcéfgguc‘t“;ﬁﬂ;"engﬁ:g;m“ﬁt’ et expanson by way of seminars . ~ ispomsored by REFA. A [6.E.
(2} I?cent!ves for the acquls.iuon 0,-" 3 g 5 gigéz;eégg ‘t)efrcltxhngiggligé g:gl;;ij;:‘a;;gg 22&4;2?2?!” '}st qualificauon are ‘granted respective}y to o ,{ggge ;mplermntcd with ffrst graduates of a ek
official qualif fcatlons ' : - I . | class « |8.E.
K3) Re!nforcer?:ent of garment rescarch 41 (A5 a ve (;rmime efn‘e o be imlm‘ngted]after )[W“’"‘"—”‘ - (Tlg cclmtrihutefto the Sbgsi;: technology amd R gTOtS"bi‘?gﬂtc research and development fund Of A lee
institutions | the completion of human resource development y—————— velopment of new products, : ; enterprises + |4t
£ 4) consl;lgaﬁon for enterprises 5 ' }(As a reform peasure affer the developmnt - To contribute to cost reduction, quality ' :Consultation on technology and management. A, lG.E.
. 1of human resources) r S .' irprovement and so on. : b
. . ' I . - ’ ’ ) r i
! ‘ . Fo be held in Harch and September of every 6. |A.E.
P oietation of Fashion o 1 [ > g ot o oo g 114 s s oo o | Lo o o o 20 e comerol | N
. . * 1 ) ©jSout rican Fashion. )
PA _ S : l(’;;hih\:'iti ars1d lgrmimatign athering through overseas offlces of the Minlstry of Foreign Affairs o :Four conventions to be held regularly every a o
. Sales promotion in conjunction with . : | --=> (hew Yor ao Paolo, olc : ) : pyear. . ]
government agencies . | P pursuft of ight and soft garments in Tine with wor ldwide preference trend in ' : Four regular conventions per year. For
. Pursuit of thin fabric and fine yam 3 : ] ; ; -} > cooperation with the Asseciation de Industrias Textiles del Uruguay. ' infgmﬁt;gn‘e%haﬂgﬁ I:g% 1996 Is 2 :g
. Invitation of a fashion resource tedivn > Establishment of = . : To be held tn Uruguay in . s, 1 6. AL
center . fe‘ﬂ’t | ! ! : infrastructure noeded : !scheduled for the study by BERCOSUR.
rank : } : : to stably supply titgh value added products, ‘
1 ! v '
H ] . - H : . . .
' ' o } | i ! ]
£.: Enterprise : Industeial association  G,: Govermment ' ’

Short terin : To be implemented as shord teem study, preparat?on training
Hedium term 3 To be ifrplemented as medium term pro,]ect

Fig. YIL - 1 - 2 Relationshlp between short term, medium term and
- long term objectlves and reform maasuros
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(1)

1)
2)
3)
4)

(2}

1)

nction Program Selection and Rationale
Items selected

Thoge  reform measures which are most effective for the
short term in each of the four categories quality
improvement, cost reduction, development of human resources
and markelt expansion, and which are indispensable for the
promotion of the Uruguayan garment industry have been
selected for the action program. Production control (guality
control, process control, machinery contrel, inspection of
materials and products) which, if implemented by  cach
enterprise under its own initiative, would assist qualitly
improvemenﬁ, cost reduction and market expansion, is excluded
from the selection and shall be discussed in detail in  PART

111, Chapter 3.

Quality improvement : Institution of quality labeling systenm
Cost reduction : Implementation of cooperative efforts
Development of human resources : Reinforcement of UTU

Market éxpansion : Implementation of Fashion Week

Invitation of a MERCOSUR fashion resource center with the
consensus of MERCOSUR member countries has been selected as a
reform measure for the medium to long term action program,

Reasons for selection

Quality improvement ; Tnstitution of quality labeling system

Quality improvement can be achieved through the procurement
ofﬁhigh quality materials and subsidiary matexials, upgrading
of sewing and knitting technique, and thorough implementation
of production control; which are largely dependent upon the

efforts of businesses.

Import of garments into Uruguay has been increasing

steadily during recent years, shrinking the domestic market

share of the local garment industry. It is considered
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necessary for‘ the 10051 garment Lndustry to improve théfﬁfrr
quality of its products and | lower prices in order to. expandrif

its domestic markeL share: and replace lmports. Impleme"tﬁtion#fg-
. ‘a]readyi;[”p

of a quality labeling system:f‘ Uruguay,

_implemented in advanced counLrles, js consldered ‘31gn1flcaanfg:_

for this purpose

o XE conSumers were aware whar materra]s of garments ;aféQ{g'=
made - of, what-care must: be taken . in their handlang, and i

what counLry ‘or. by what, rompany Lhoy were:, produced then-u

consumers would -he- able to file complaints and make known':
theirx quallty requlremonts, obllging companies to jmprove Lhe
quality of thelr products o - S

cost reduotion };implémantationﬁofﬁcooperative~effortaqef

The worldwrde ‘trend in the garment lndustry is to produco*
wide. varloties of products in small lots wrthln the shortost'

' ‘,pOSSlble perlod after the awardlng of orders It is: necessaryﬂ
to introduce expensive thh technology aqulpment Jn order to

cope ~with. this ‘trend, but the burden of such. lnvestmont and .

‘the resulting operating costs’ may be too hlgh to be. carrled'

by individual entexprises. .

Few enterprlses axe: capable of securlng enough orders to

~fully wutilize CAD equipment, a spongsng plant, . a flnlshlng

" plant, or a jeans washlng plant by . themselves. - Cooperativo

3)

utilization within the lndustry is the solution to cope with“
the situation. ' ‘ o

_ Cooperative collectiOn:__of4 ‘market . ;aud technology;r'
information,  procuxement = of materlalq _.and subsrdlary,r
materials, warehousing Land dlspatchlng would also lead 'tojf'

cost reductlon

Development of human resources Relnforcement of Unlver51dad:
de’ Trabajo del Uruguay (UTU) .




In order Lo lmplement a system capable of producrng wide

,_Ufrvarreties i goods in Bmall quantltnes and to  improve “the
j?f?origlnallty of Uruguayan garments,, lt et} imperaiive to’
U"develop merchandisors capable of comprohendlng ‘the needs of
”*;export markets Lhrough market survey, plannlng and: developing.

“*{{dedle managers.f]'t“

:'ﬁdproducts to. match the market needs,- and marketing those
7_”ﬁproducts."‘ﬁ1t is. also lmportant to: train oporators for - high
'5technoloqy equjpment,'”a wel] au ~in~house . engineers and

However,- develOpment : huméu:'resouroes is -a. - time
oonsumlng process, thus- anLLatlon of . speci allst--lecturers
and enganeers from the advanced fashion industry countrlee of
:Europe S ox Lhe U P A, may bc a temporary expediency. In the
';@long run however, ‘the.- Uruguayan garment 1ndustry shonld be
developed by Uruguayan natlonals." ' L

_ The UnlverSLdad de Traba]o del Uruguay. (UTU}, under the
”_jurlsdlctlon of ‘the- Minlstry of Education and Culture, is the

'ulnstltution r03poneible fox educatlng and training engineers.

vru - has a garment oriented course; to. educate students in

"garment related Lechnlques and de81gns.

CDI, under Lhe 3urlsdlctlon of Lhe Mlnlstry of Bducation

'euand Culture,; also . has a-qarment--related ~course and is
“v:prtmarlly responstble “for  educating - designers. 1t is

,therefore consrdered more economical and time  saving - that

| “wUTU, Whlch alroady has sewing, . knlttrng, gquality control and

design courses, ~be used to  educate merchandisers - and
operators, rather than establlshlng a new educational
{institutJen.p¢ ' S

However,a the exrstlng facrlltles and curriculum of UTU
,_Aféﬁx consrdered lnsuffLCLenL for . the education of
'1'mcrchandlbers and Operators,-_ hence . reinforcement . of

curriculum and fac:lltles has been gselected for - the .action

;ﬁfprogram.u_ij;;;'

T




Advertisjng fargeted to domestic and export markets _is;fj

" considered extrem@ly critical in order to: expand the marketff*
. fox. Uruguayan’ garments Based on Lhe current state of’ affdsrsﬁ_7'
in the Uruguayan garment lndustry, lt s coneldered de3)rable; gT“
Lo - organla a- state~w3de FashLOH Week targeted producéft,7'
-concentrated efiects inthe: short Lexm SR

Implementatton of a natlonw1de Pashlon Week would enablett

“advextising the. Uruguayan garment lndustry and col]ecting”:'

. ‘)

'1nf0rmation withln a short perlod of tlme at relat:vely dow .

cosgl.

Medium to' long tewm plan : Invitation of °MERCOSUR fashion

regsource center

A fashion  resource Center; - which: is- . part’ ‘of the

" infrastructure needed for the’ stable qupply of.- hlgh value_7

added products, . would be pivotal for- upgradlng ‘the’ garment"'

industry and promoting its vlrtuesrln_Japan:and Furope, o

However, establishment of a fashion resocurce center is a
time - consuming and costly process because of 'its. hature and

scale, thus such a center cannot be establlqhed by Uruguay'-

alone. The action program- therefore has been drafted on: the
premise of lnv1t1ng a MERCOSUR fashlon resource’ center which

‘would be established by the consénsus of all MFRCOSUR member_

countries.’

If it could gain status in the future: ﬁaS“«théfﬁngth.
American equivalent of the FIT reqource center in New Yofkiéﬁ"
the fashion ‘resource center of the- Musee des Arts d@71a Mbdéu
in Paris, it would deflnltely benefit MERCOSUR as a wholc

of

the  long run and subsequently aid the development3
Uruguayan garment Lndustry Db

.;flop;ﬁff;;~—
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" Chapter 2 Reéform Measures:' in the Gaxmont Industry . ..

| :ié'reeemﬁended'thet'the Ufﬁqﬁayan‘germont'induetry “adopt
':lth followxng posturc Jn ordor o aCthVO the targets listed. in

:TChapter 1.

. .]Those"“eetieﬁe-foflimprevement:eheuldﬁofaceurseQbe- taken at
‘,ﬁheu Q1ScretiQn3“ef the individual bueineSSes ‘1t should be
‘:remembered"howeVer that certaan Lasks are. “beyond the reach of
1ndLV1dual busxnesses :and the cooperatlon and support ., of the.
.relevant asqoctatlons and- government agenc:es are desirable.

21 TImprovement of Policies and- Systems

':Under ﬂthis_heading;'impleméntation~of a . guality - marking
vasyetem'end“ekpansienfof5a'eonSumer“Center-shall=be taken up.

'(ljhimplementetien-ef,Quaiity marking'system.

R A Luropean countrles, North Bmerican countries - and in
'_~Japan, every garment is obllged to. marked as. provided for
'under ‘the- appllcable laws “and regulatlons '

In contrast, garments for local consumptlon “in Uruguay
are not always provided with such markings, while all exports
are marked as designated by foreign buyers. There exists no
velnntary' regulationisyStem in the industry, nor -do current
.laws;-and regulations 5n;Uruguay provided;for such markings.

’*:f:Merking of garments with. mateflal composition,' illustrated
::VLCare' instructions and country of higher quality and lower
*fﬁprice as demanded by consumers, ‘and this: klnd of ".synergy

‘Fﬁwould be a Vitdl stlmulus for expanblon of ‘the local market

g Pursulng of thé? question ef markings is not only to
.:efpromote quallty impxovement and protect gonsumey intérests.

: :_;3Increase ln interest of consumers in the quallty and price of
J'*;tfgarments would be fostered by the lmplementatzon of ‘a marking

e



- and ~lower price as demanded by consumers; and ths kind ofj:”"

(2)

 jurisdiction of ‘the Mlnlstry of Economy and Finance. as-iwell .

system, WhlGh in turen: would encourage local manufacturers Lo;'
redouble . their efforts to’ offer products of . hlgher qualityf

synexrgy would be b vital sLimulus for expansxon of Lhe 190913”

mapket.
Eipaheion_of-COﬁsumer-Céhﬁér“Ets~?ﬁ~£~““
Tﬁere" éréf 'consumer H gdidance .cedtere‘ ’uﬁderd;?tte.
as privaLe consumex groups in Uruguay.f Utlllzatlon of such.d
consumer centers and consumer groups ‘would lead to quality

improvement and expan51on of domestlc consumptlon.

Similarly to other advanced natlons around _the' world;‘

. Uruguay's 'government and private . sector have .respectlve]y'
~inaugnrated a consuiier center and. various: consumer groups and

have = established the framework of a.. consumer protectlon.
system. Nevertheless; the existing Centro de Orlenta01on ak

‘Consumidor is not yet sufficiently organ17ed to achleve its

objective and will need réinforcement, Centro de OrlentaCLOn'
al Consumidor handles claims and consu]tatlon coverlng every
kind of merchandlse related to. household consumptlon.A in
this Chapter, recommendations are proposed with _respeot to

garments. .

Promulgation of markings

Quality marklng is intended-to-draw: the attention of

" garment manufacturers to the quality of thelr products.,«‘The

2)

consumer center ought to perlodlcally conduct shop counter

surveys and make public the . names. of companies whlch _have

v1olated the mandatory provxsxon of quallty markinge nd
request the lmmedlate rectlflcatlon of such VJOlathHS '

Reinforcement of commodity test deﬁartment_.~‘

There is a'commoditystest;inetitdtion”whioh;ie}afpéggfof;ff
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o the consumer protectton aud mprketm_contrel‘ division in

'ﬁiparallel w;th the. ooneumer L centern, -;:Unfo?tunatelya . ho .

i-;f‘informatlon iss avallable with! respect to;the ectivities of
* “the institution. “and it is’ riot: possible. to submit any concrete

-frecommondation.‘However, lmplementatlon of. coﬁmodityﬂteets is

lndispensablc in handljng clarms ftled for defective garments

";and,the.mnetrtutron_muet beﬁso‘equlpped as needed.

Strengthenlng of assoc;atjon wa h coneumer grOups

:fAt'one elded approach only by Lhe government is not

v.suffxcrent to. Jalse concern of consumers over ‘the guality of

merchandlse. The fact that tho, IOCU once hdd a secretarlat in

'_'Uruguay, and- the presente of other consumer groups, even when

they . are not parttcularly active, should provide euffacrent
ground upon WhLCh consumer activities can be fostered.

Establishment of Sales and Marketing Network.

- Sales promotion-in association. with the government .

The Dlrectorate of Commerce and Industry should:

eatablish . close contact .and communltatJon with the Camara
.Industrlal de la;Vest;menta_and Punto _Industrlal Urxuguayo;

'.,conduct ‘an --aggressive advertising campaign for Uruguayan

_:garments- and.collect information ‘and intelligence as needed

- and forward it to the ralevant businesses and associations.

(2)

Implementation,of{Fashion week

Lettlng jmporters and buyers know of the presence o[ .the

'-Uruguayan garment rndustry would lead to oxport expansion.

- Helplng Uruguayan nationals o understand current  fashions

’:would lead Lo actlvatlon of local demand .

- Uruguay lntends to roact:vate the Uruguayan garment

{industry and develop 1L lnto one of the future world fashion
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centers and a " bagé for' the Lransmlssxon of + fashion

' Lnfoxmatjon, a; national event such ag: Uruguav Fashion Woek

"-would be an excellent opportunity Lo demonstrate not only to:A“

the domestlc markeL but also to the garment markets in

MhRCO&UR, Europe and Asia the broad features of Lhe Uruguayan o
”garment lndustry R = T T SR A

If such a fashlon cvenL can be organlzed so as to invite
not only Uruguayan‘ buolnesses but -also deSLgners ~and

_speCLalLy garment retallers from all American , ndtions_-ﬁ

including the three’ other members of MFRCOSUR to" parLJCLPate

(1)

1)

“in  a very international atmosphere, Uruguay would: Ccertainly

gain recognmtlon in European, Anlerican and-Asian countrles as |

one of Lhe world's fashlon 1nformatlon transm:ss;on oenLers.

Technologicel Inhovation.

Technoiogical exohange'*”*"

Development of thin woolen'fabriCS.and'fine;uhigh-Countlyarn
The biggest' impediments. to expansion'oof export ‘.of

Uruguayan garménts are price and quality. - Fiéld"surveys
revealed that Uruguayan woolen fabrics are of heavy -gauge and

‘texture in contrast to the global trend toward lnghter and -

finer fabrics, and sales are seriously hampered-as~a'result._

Use of thinner and lighter fabrics would apparently - be
more advantageous for manufaotUrérs‘thah the - current~oheavy
gauge fabrics, all other factors such as sew1ng technlque and
chservance of delivery commttments bemng equal.:

Uruguay is now impérting fine”rawfwool-froﬁ”Argentiua;

‘In the long run however, finer raw wodlrsh601d bé'looaiiyv,
produced in Uruguay, rather than dependlng upon lmports; fromj_
Argentina.  ({The demand for woolen fabrlc of llghter -and f



:psofter Lexture I8 much greater than the demand for the. heavy
'ﬂffabrics currently manufactured in Uruguay, as . a woxld-wide

 trend.‘: Production of llghter and softer fabrics would also.
1_e0ntrlpute _to expanSLOn of export of Uruguayan woolen

 fabrics.)’

Utilizatibh'Of;ﬁiuguayan_hatioﬁal.designers and tailors

R Upgradihg' of Urugnayan préducté'can be achieved only by

'zqtaklng whatevér o measures Cean - be- eficctlvely 3;adopted

lkimmedlately, in the short tezm anad medtum term,

It i recommended that Uruguayan garment: manufacturing

_ enterprlses enllst the cooperat;on and _'assistance of

‘ UrUguayan deelgners and tailors and establish a  system of

'cooperatlon

Tallors ‘and deelgners are extreme]y knowledgeab]e in  how
to produce fine garments and have excellent sensge, - They are

'profess;onals  capable of producing by themselves wide

‘_gvarieties of garments in small quantities. It would be a
?-great loss  for the Uruguayan garment industry not. te enlist

- (2)

their cooperation ‘and assistance.

Phe ‘know-how of Uruguayan'national‘designers and tailors

shall be: fully utilized as - -a means of upgrading the technical

level of the Uruguayan garment lndustry

Summary body of commonly known techniques related to design

rlghts, trademark rlghts and patent ¥ights

There exist many patent rights and utility model rights-
appllcable to garments.' Technology which .is .already well

':eknown and the industrial property right of whlch has expired

is con51dered to bo in‘the public-domain and may be freely

used by anybody &ummarizing ‘such publlc domain knowledge

5 ~hwould allow Uruguayan bus;nesses which have had no knowledge
: ”*?~of technlques or deSLgns for whlch ‘the -industrial property
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- rights have. explred fo use those techniques and designsfﬁtéf -
o improve - thelr products and to- prevent undue. lnterfereneea]by_'”
" thixd countrles, not to mentlon thhln Uruguay Ltself e

(1)

mprovement of Product and Design Development System -
Need for the fashion resource centex
An.infrastructure nmust be eStablishedrtQ suppbrt efforts.

of the Uruguayan garment Lndustry ~to enhance its*
competitiveness in the international market. . The faehlon 

- resource - center is consldered to be.a ooncrete-step towards -

-establlshlng the needed. 1nfrastructure It could help the‘”

industry - to. Shlft to thh value ‘added productlon.ﬂ;.The
fashion resouxce center_would collect lnformatlon,..deve10p
talented personnel and conduct promotions to. help = the

. Uruguavyan garment-industry to free -itself from  subcontracted

(1)

1)

- production.

In short, the concept of the resource center arose as. it
was realized that thetask of-shifting‘to high . value. added
production was beyond. the - individual capabllltle$ of
buelnesses which had indulged themselves in productlon ‘that
did not requjre any serious effort at product development
The resource center is accesgible to all companlee~‘1n Lhe
industry. It provides assistance. to individual: companlee in
enhancing their product development capabllaty o

Quality Improvement, Cost Reduction

Quality factors  .: R ERRE .71.'f;~u:['

Limits of price competition —and :factogs _Ln;_;nonfpriee":f

competition
The Uruguayan garment indﬁsth;meetfthe#efqre,reetfﬁeturéw
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'rﬁ-;itéélf from a pr;co competltlve structure into 'a non-prjoe

_ ffcompetitive &Lruoture that. emphaqnzes the strength of its
'oideSLan and’ qualxty On]y by domnq 50 can Uruguayan garments

‘g”differentlate themselves from: garments produced by Caribbean

_o_and Asxan .countrjes, as well as 1hose of Fastern - European

'.countrles_ wh:ch ‘are oxpocted to entex into intexmational

.ffé}

'._Hprlce competltlon.-

Iﬁactors.impoftahﬁ;fpr:espgblishing5WOﬁld class.quality

The qual:ty of garments is generally evaluatod primdrily

‘:_bff examlnsng sewxng and knlLtlng Leohn;que.  However,
'.stablllty of fabrlcs lS l:kely to affecL the quality of

.1fabll0 garments.-

3):

-The; thlnkage characterlstlcs oi fabrlcs can  be rather

_unstable and “use _of sponglng,;s_ibecomlng‘ more and more

. important.,

Softer and 1ighﬁér_texture garments are the mainstream of
fashion in adVanCed _countries.  This means that the fabrics
used are becomlnq thinner and llghtor.- Use of ‘sponging 1is
thua becomlng even more lmporLant in order to flnlSh garments“
made from such fabrlcs to“a sat;sfactory quallty level.

Reinforcement of autonomous merchandising

The Jndnstry now urgod to eqtabllsh its own

| merchandlﬁzng, Lin, oLher words to devo]op a high value added

llne of products as it loses its price . competitive edge.
This “is what is called' "autonomous  merchandising"; the
Lndustxy must now restructure itself to systematically .
conduct autonomous merchandL31ng |

;”Toﬁ begin_ with; trends'in export markets must be fully

"”1comprehended Fstabllshment of marketing activities is the

‘Mgflrst step inAauLonomous merchandLSLng, to be followed by the
*reinforcement of morchandis;ng acL1v1tlca. ;The development
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(2) ¢

1)

2

3)

of . competent merchand;sing speciallsts is Lndlspensable {6rt?

the relnforcement of merchandlsing.
Ceet'reauctieh:”
Pfembtien and_implementatibﬂeef;eeopefatifeewérgef
S civ and PIU must take the Jnltlatlve ti E ptoﬁetihg
cooperation between iienber enterpr;sea in jo;ﬁt purchase ‘of

materials and auxiliary materials in order. to bargaln for .
quantlty dlSCOunLS and to save. time and expense ‘on the part.'

of lndlvsdual enterprlsea. The _eame applles to 3Oint__'

purchase of hlgh Lechnology productlon machines’ “and 'jbint,
storage and dl%trzbutlon of materlals and auxillary waterials
to reduce cost Qf_ faCIlLtleS and” plant operatlon _ fofa

individual companles. Joint use of sponglng facllltles or -

stone washing plants whlch would operate at a low’ rate of

_utLllvatlon when owned and operated by a qlngle company ‘could
save plant capital and operation costs,

Implementation of effective'qaality control pregramf-f‘

Most Uruguayan garment manufacturlng enterprlses do .not
have a proper quallty control program. e

‘Inspection at the end of each intermediate process  would
make it possxble to return the re]ected items to the previous

process for rework. Step by step productxon would reduce the
occurrence of defects and would lead to cost reductlon._.

Utilization of free zones
(a) Advantages of free zones

Enterprsses which’ operate thhln a free zZone wxll be'
exempted from corporate tax, wealth tax, consumptLOn “tax

and import duties, and are entltled to apply for speCLal-;.
rights under the Claw concernlng the promotlon f-oﬁtgf’*
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'(i)

1)

(b)”Utilizaﬁiéh;oﬁgbrivaﬁefSectcf free zones

The Dlreotorate of- Free dones,,Mlnlstry of . Economy
and Plnance is now plannlng to establlsh private sector
free zoneu‘ln Montevxdeo and. Bray Bentos.

Taxes, publicfservice_charges3-

The. actlve"cooperatlon of the MJHJ&tIY of Industry is
des;red £or reduction of taxes, and public service charges.

- Improvement of Hanggement,anevelopment of Human Resouxrces

Promotion of cooperative work .

 Cooperative work is defined: such.that enterprises and/or
stores provide capital funds and operate a business jointly.

Néed:fcr‘coopexative*work-

For UxuguaYan garment manufacturing enterprises which aim
to penetrate not only MERCOSUR member countries but also Lhe

. dinternational ~market, - it is imperative not only that they

transforn themselves.into-technoldgically innovative advanced

éntefprisesfubut-also that the Uruguayan garment industry as
a whole restructures itself into. a systematlzed information

and Lechno]ogy intensive lndustry

'Concrete examples and SJgnlflcance of possible cooperative

' efforts

;s(a)}inntauseYOE*informﬁtion-

By collecting all Lhe lnformation goncerning color,

o pattcrn,= des;gn, raw materlals,. auxiliary materials,
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markets, consuming power and distribution needed by the

(b)

(¢)

()

- management staff are capable of operatlng CAD/CAM “and I

garment lndusiry and using lt jolntly,; each enlerpr:sep_f
wmll be able to get more: aff]uent lnfOrmatlon S

Holding' of jointwfashiohashaws~éét{craéﬁ;aq¢eptanc¢g

Trade aesoc:ations should taﬁe the l@dd An. holdlng 2}_77
“or 3 jojnt fashlon showe evexy yeaL, in whlch member

companles partJCLpaLe
Joint use of high technology production machines &~

CAD/CAM facilities require'an enormous . amount of.
capital investment, while individual buSLnesses may ‘not
have ‘a  sufficient’ workload to: fu]ly utilize: . them?{'
Likewise, high technology ‘gsewing maohlnes, sponglng-
facilities and stOne washing'plants-for jeans Caye  not

‘easily affordable by individual companies. '~ Unless

jointly used, theix costs cannot "be absorbed.:

CAD/CAM  and other high  technology = facilities
installed in LATU or UTU and made . available to  every

company would help to reduce individual = companies’

operating costs. .
Furthermore; joint order and-procﬁreMentfof~materials-
and auxiliaxy materials lncludlng lining ‘and. “buttons

would also help Lo reduce lndlv1dual companles‘ costs

Joint storage and joint Lransport (includlng hanger
transport) would also help to reduce costs., '

Education and training of'operators

It is necessary to ensure that technlolans and mlddle‘

high technology sew1ng machines ln order Lo cope wlthgelz'

productxon of dlverse products ln small Jotq.,,_-~.;- o



1)

Human feéoﬁréé*deVelopméhﬁfQ

Standing produotivity Sémiﬁafi“£0‘be‘ orgaanQd-'under' the

*inltlatjve of trdde aSQOCJat1ons or govornmenL ‘agencies’

The productlv1ty seminar should be classafled Jnto a Part.

“*[I deallng wiLh analytical Lndustrlal englncerlng approaches
'ﬂ_to 1mpxoved product3v1ty, and ‘a Parl “dealing with the
f}fstruCturlng of management to utilize: Lhe TQC way.of ‘thinking.

'. -§1 

IhténtiVes to encourage achLSltlon of official  credentials

by englneers and technicians

- There existsf almost no system of periodic raises or

“ponuses. ' In such:a‘social environment, the introduction of a

- wage system”linked to the acquisition o official credentials

f”.thatfprovide51physical‘dndlpSychological'incentives, together
Cwith thefeStablishméht of a system of official credentials,

3y

must be considered as a means of building the morale of.

' gewing machine operators.

EStablishment léf» research and -development.'capability for
garment industry technology -

Besxdes -the*-existing‘iLATU and - UT0, a xesearch and

pdeve]opment ‘inStitution_dediCated.to fundamerntal- technology
~and’ acceptlng“product development . on consignment ought to be
established, Such an‘institution is-indispenéable ~for the

Uruguayan garment lndustry if it intends to advance toward
its 'goal  of establlshlng a modern textile and - garment

 industry, The institution would alleviate the burden of cost
~of -riSky research ‘and development for individual companies

and - would . provide an accessible means of consultation and

.‘_4)

advice on corporate management and business in general.

“Companies’ néed for cohsulta£ion

jSﬁéqifig ﬂﬁechhdibgieé,:management'techniques, knowledge



pTh purpose::of

'15a55f‘needed fox the3 plannlng “and lmplementatlo ﬁ;”

“aggressive management :strafegy,];

evasxon..?'-“

Lnstead f,

ﬁamanagement risky oIt should also ‘be- system of externalﬂf-

{}management.~-

(3)

a381otance ‘and support for the lmplementatlon of enterprlslng'ffe“

Reiﬂfdﬁcement-of;educationgahd-txaining eyetemﬁ‘"'

‘-.ngh_i value' added production, esLablishmenL of Helfplj
production of dxverse 'varxetles ln “sfhall: quantltaee andﬂf7?
'vdlfferentiatlon of; products ,"r lndlspensable ;}0 Lhe'pe_'

- survival . and growth f the lndustry,__gnoluolng ”5expoxt-f1

expansion.

Creators,_merchandlsele, and CAD/CAM operators are needed.;-p

in addition. to in-house engineers. and middle management staff"'
to Support the sthL of enterprlses ‘in. that. dlrectlon.-

o Yet relnforcement of the: exlstlng profeseaonal tralnlngl

-school (UTU) with a: deeign department and advanced course ande'f

establlehment...of speCLallzed -education oahdﬁ- tralnlng

“institution in Uruguay are. desxrable in, order to trajh

many personnel as p0381ble.f_

. ;fii?;aefaifi7h””:

of corporate r management, wisdom and; pereeptlons;gﬁoaﬁf.jp}

__feffectlvely be linked to ‘the’ operational rosults of companjes:ﬂff'

Faby goxng through consultatlon.' Consultatton s 1nLonded tof;j-7
'alleviate the burden on corporate managemenL by sharing partf;f
“of -the prob]ems confronting.. Lhem.m: a

"1aconsultatlon service should he to inLroduoe external




'-;ChapLer 3 Reform Méaaures of Ind1v1dual Fnterprlses ;Béaed_ on
'f Productlon Control ‘ ' : ' B

o 5'0 Lhe basis of Lhe field study, thls chapter proposes- that 
_;?some renovation of indlvidual ‘compani.es Jn ‘the Uruguayan garment -
'=andustry 19- feasxble Jn Lerms of - productaon_ control, _quality

”ﬁyfcontrol and mater;al and product Lnspectlon

IL 33 belseved pOSSlble that Uruguayan companleg can improve

" the1r products and reduce productJon costs by melﬁmcntlng these

Ef_suggeqtlons,” Wthh may requlre a certaln amount of effort on’

‘ﬂLheJr part.. ' '
' Table Iiié3e1-fshcws 'the ;proQﬁCtion control in  garment
' 1nduqtry o ' ' A o ' '




lTablé:iIi“3“1: Sﬁmﬁﬂrf'bfﬁgﬁrﬁéﬁﬁ'pfoduotionloontrol*'”

1.

Pefinition of

~production control

Ths term gaiment production control" means overall control of a seriss of production Iasks to- produce garnents of glven quality, cost and quantity
within giveti o delivery schedule,” Accotdingly, the intended result of production contxol is achieved by ef
‘control, inclnding quality contiol process control,_machtnery control “and cost. control . o

ectively implementing primary production

2,

Beseiitial polrts .
and method of
production control

(1.
1)

2}

3 )'

Characteristics of & continuous production system (production of a smell - 4 :
gy

5)
. control and. planning, 1n okder to reduce time and cost.

variety of goods in large quantity)
Process capacity is designed to match the volume of demand

Production is flanned for a constant level at all times--eccordingly, an
inventory of f -

nished . preducts must be carried at all times to absorb
fluctuations in demand.

“The capacities of individuel processes are balanced {to elevate overall

efficiency-of the entire production line},
Standard time and standard. cost are established as the criteria of

Quality is built into the process (Procsss s . standardiZed and managed
in order to ‘prevent . rejects ). . _ 4 i

(2) Lharacteristics of & discrete production system (production of a wlde o
varlety of goods in small lots): - : :

1) Delivery daté must be estimated accurately and committed to. - 7)-InvenLory control of accossOLios is critical.

2) The quality characteristics required by custoners mist be determined 8) The leader of each process must be capable of leadiny production of

3) Production cost must be estimated accurately. Man hour (operation time) - individusl products.
standards are critical to the calculatlon of production cost, . 9) Operators: must be aliocated appropriately ‘because - the particular

4y Daily production schedule and job assignments must be planngd in order . proflciencies of each individual operator are important.
to minimize the change-~over time between processes. 10) The superintendent must give serious consideration to process change

- 5) The redundant time of eich process must be comprehended at all times. over and the progreéess and management of production, He must be capable

6) Standardized accessories and common items s be used as extensively as of dealing wiLh anomaiies .
possible. : : .:

3. Effects of (1) Cost reduction (3) Production is increased Rational plOdUCthn planning becomes possible.

production control 1) Primary units of material and subsidiary material can be reduced.
: 2} Useless work can be eliminated while rework is reduced {(4) The confidence of buyers is gained and the market expands.
3) Costs associated thh 1ejects are reduced . _ : : '
{5). The corporate organization can be rationalired Interrelations within
{2) Quality improvement _ the corporate orgsnization ‘become smooth
1} Confidence in the quality of products is. built,
2} Quality is anhanced while re;ects are reduced Quality is SLmultaneously (6) Repair and . expansion of faciliLies and equipment can be made rationally
made more uniform, - and in accordancc with priorities.

4. Characteristics of { 1) Garments are assembled by way of three:- dimensional forming which "4 Production of Wide varieties in small lots is critical for high value
production control involves the sewing together of different shaped curves, easing added production, but is difficult to achieve unless production control
of garment contracting and gathering. is systematized. ’
industry 2) Garment material is shrinkable and soft. It is subject. to deformation 5) Fashions can change within‘a short cycle time. Unless delivery

"~ which is difficult to control mechanically. commitments are maintained; strictly, customers can suffer, leading to
3) Parts and accessories have very little interchangeabiiity ~They differ the loss of orders.
from each other in design, color, pattern, material and size, and are 6) Up till now production control in the garment industry has been
difficult to control. : haphazard in most cases, and based merely on experience and instinct.
S : ' The shift to high value added production of wide varieties in small lots
within a short delivery period cannot be achieved without implementing
scientific, rational production control. Without such production
control methods, no manufacturing enterprise can develop successfully.
5. Quality contiol _ : : ' o - C
{1) Basics of quality 1) Clarification of quality characteristics (Pattern, material, lining, 4) Stabilization and improvement of processes:
control 'accessories. sewing thread and 80 On must be clearly described in 53 Improvement of quality (efforts to produce products of better quality)
- dinstructions.)
2) Clarification of quality criteria, work standards and inspection
standards :
3) Clarification of the responsibility for quality (preventing rejects !
from moving to the mext process; clarifylng cach operator s quality ,
checking 1esponsibilitles) S _ o L
{2) Reasons for . Reesons - Reform measures
occurrence of SELILEI ' : : B i - -
rejects and reform | 1) Design mistake’ - Establishment of: design check sysLem
meagures : 2} Inferior material or, subsidiary msterial ‘. Intensified acceptance inspection ‘
'3) Improper inspection. _ |~ Kstablishment of inspection methods and inspection standards, establishment of test methods
4) Infervior equipment and. facilities. - Establishment of preventive railntenance program; renewal of outdated equipment
-3) Improper ' : ' . Inten31fied operation guidsnce and standardization of operatioo_

processing

T (to be continued)



(3) Reasons for delay ‘1) Acceptance of orders exceeding production__ejnccurate comprehcnsion of production capacity and redundancy, upgrading of Lechnlcal cnpabllity,.
in delivery and = | capacity . . cutdlization of appropeiate. subcontracting:
reform measures )2y Improper delivery control SolvLiglaciflcation of  responsibilities; management wlth the aselétance of eompurern
: '3) Mistakes in instruction, lnsufficlent L 'E'Standardizatlon of operatlon mnthods preventive meintenanoo of Eaclljtles. rationalization of daily
" abllity on the part of operateis - . .|+ -schedule:
'4) Delay in material procurement . . = Inténsifled material control &dvanced procurement and inventory cushion -
5) Absenteelqm, lnsufficlent supply of labor = Aetivation.of” JOb site, maintenance of work environment, utilizatlon of part. tjme workers and
. . s S b :isubcontracting R T _ e R
6. Mapageinent of '_3-".- - ;-;“” Cleaning 1_ 1_-.1;,-; 'g_, -"_-_v' j'L”;ﬂ'ﬁTV Oiling . j@‘_-' T R T Other check rteme
“ machinery ' - - e ' e e e T T S o IR T
(1) Textile garments ' 1) Dust and oil on the bnckelde of needle plare... ‘1)'Spot where an: anomaly occurs in rotation noise- 1Y S¢ratches or. damage on machine head, spool pln.
(8ewing machine S feodlng testh,’ hook: - RN =17 2) Volume of. oil In oil’pan- - - | thread guide, eléctrical wiring :
‘example) - 2) bust.on. arm head table ' '.3) Thorough observance of routine weekly, : 2) Condition of needle point
: . 3) Legs and their vrcinity : DRI R monthly oiling 1nstruct1ons : _ o 3) Motor noise; clutch gap, switch operation
4) Chéck for waste thread, cloth in oll pan and“ o : o R 4) Angle of footboard, thread tenslon release
' contamrnatlon of’ cil : _'_' SRR I T IR '_ _141 o N ‘ T 15 Appropriate inventory of consumables
(2) Knit garments . . | 1) Waste chread and dust underneath the needle B l)~0i1ing of thc rocklng sliding plate of R 3 Check battery for controller memory, belt
(Computer table jack (to be cleaned every 8 - 10 hours). 77 centralized oiling. system : - . tension (every 6 months})
integrated stitch | 2) Tension'wire, side tension, carriage, interior | 2) Replacement of oil purip filtere 2y Check machine functions uejng controller debug
knlt machine 3) Dust cleaner filter T : (once every year) - o mode
examplée) ' R 3} Observance of menufecturet 8 olling oo '
. '-instructlons ' . !
(Household knitting| 1) Needle noise at the end of operation - o l)'Regular cllzng of raxl groove and nccdle - 1) propriate’ inventory of consumables
machine example) 2) Thorough cleaning prior to change over to . grodve o 2y C Feck items for textlle séwling machines apply
: knitting with differeéent color yarm. -~ | 2) Observance of menufacturer s orllng T _ efually to various sew1ng machines and linking
. =1neructicns L _ _ mnchlnce
7. Inspection of _ ' — : o S - Check items - o o
materials ‘ : - et e : : ST i e s s e e 3 O
{1) Check items 1) Composition ......e.oveens “ . As specified 7 S "~ 10) Uneven dyeing civeve e s e, None : .
at the time of 2) Fingéness, yarn count ....... As specified . © 11) Grain,; skew, bow ..... “eeene <1 inch skew, < 1 inch bow
purchase 3) Density ...... siireeivasas.. As specified ' ' ' S Cuts s vieaeen . None .
' : 1oAY WidEh oo e ... As specified (+0 5 inches for 6970 luches) 13) Damage ...i..ouarenhinas «+.» Nome
5) Length.. U .. As specified (less than +. 5 2 varigance) 14) Faultsxandlor stains ..... L. No more than 5 over SOm, etrlng mark shall
6} Weight per square meter .+.. As specified (less than # 53 uariance) : . _ be attached to selvage, 20cm to be deducted
7Y TeXEUKE 4usevnvsesinesans ... As specified: . I“' RN I : _ - per fault.
8) Inspection of exteznal : oo ' 15)'Fastness of color ... ... .v+ In compliance with specified criteria
APPEALANCE ..2sisvrvesve-.. TO be. wrthln specrfied eriteria o 18) Physical properties ...... +. In compliance with specified criteria
-9) Handling or ‘feel. ....;..... To be in conformity with sperlfled sample U _ _ .
{2) External appearance External appearancc lnspectxon ltems for textlle materlal External appearance 1nspectlon of knlt material’
inspection items e = e : : — o e —
' Inspeceion items - S Detalls of 1nspection ,f_ S S .Inspection-lteme : j Details of inspection
1) Grain E - Inspection for skow, bow, mismatchlng,'slreaks ] 1} Width W width ] - +3.07 - 0.0% of contracted value
2) Uneven dyeing a.Inspection for uneven dyerng L T T $ width . | - #2.52 - 0,07 "
3) Uneven width ‘ 1 S .:_ 2} Leugth’ AR .Y ¢ " oo "
4) Faults andfor stains = ann Eaults Inspectlon for uneven yarns. ' 3) Weight . - +5¢ oo oo
‘COArse yarns in the uneven yarns. fine yarns, '4) Straightness, pattern| - Max. less than 3,0% but differs by type
slub, E _stralghtness_ o ‘
-fweav1ng feults"Inspectlon for wecvlng bats, t 5) Pattera pitch - To be inconspicuous. 1 repeat for more than 3cm
reed marks, wdrp ereaks.,' . discrepancies 'ehell be less than 3.5 in vertical direction
: . © temple marks. . L ' T ' and less than 2.0% in horizontal direction.
Dyeing faults : Inspection for stains, washer. [:.6): Cuts . _ _ - Tol be 1nconspicuous
o S 4 wreinkles, ‘mill weinkles; dyexng ©7) Whole- faulvs . won e "
,ﬁiwrinkles, ‘sharing’ marks.f“f‘ | 8) Partial faults - Topnl number of faults per roll as counted by
N . i v straightness i i : R S colispicuous faults per square meter shall be
5) Appearance. : ~'Externa1 appearanoe of ‘finished: textile less than as specified :
o Inspection for craping, fuzziness. s :
6) Handlrng or Eeel © | - Items to be judged visually - 1nspectlon of
: - luster, brilliance: Ttems to be judged .
tactually - inspection of smdothness, -
crlspness,'stlffness, epread fullness &
eoftness..o;,”_. _ SRR
e 1 e

{to be continted)



'f,_(coniinued)

8, Inspection of

‘external appearance

InSpection of external appearance of textile garment

Fxternal appearance inspection of knit garment -

'Check of quality 1abeling

-of ‘finished {1): Check of quality labeling y.:”«f,?" L ;=;.“‘;j“-;3~ ) S
products R 1) Are name and label: correct? jﬂ‘ ' “-{ﬁ\t RN R T e R __i)~Is ‘legally stipulated. ualitﬁ labelini attached
. ' ' 2)-Are dimensione the same as labeled? o et e e e (dneluding any | pequlrad by the dmporting. countries)?
S i . 2) Te quality label sewn to ‘garment.in addition to tag?
{2) Check of sewing "+ 3) Do.graphic: gymbols match the material used and other characteristice
1) Ys texture strai htd : _ 1.5 - of the product? = .
2) 1s.direction of %uzz notsreversed ot L o jga);Is the type oE wool mark attached appropriate?
. 3)71s the pattern. matched? ‘Are there no color discrepanciee? R el : i . s
- 4)-1s‘the stitching as. specified? Is the sLitching not. slipped? S ,(ZJ'Check of knit fablic e
-5) - Isoutlet seam 'as specified? ' o e dyTs kndt fabric extendcd to itg fuil length and not overly- stretthahle?
”o}'Istfueibis interlining not peeled ofi? K ' { ST T 2).Are-loops of knit-fabric neatly aligned?
7) 15 seirlng thread-as ‘specified?: % |23} ‘Are. milling. nap- raieing and shearing uniform and averaged?
- 8) Is.the humber of: stitches ag- specified? RN "o 4Y 18 backside yarnof a: single “Jacquard sweater not. leaping?
79) 1s there no shrinkage by sewing, no. missing stitch, do cut threa ©.5)Is loosely twisted yarn not easy to ptei of - prone to losing fuzz?
10) . Yg the: stitching uniform and . neat? ) T o SRROSY IR S S .
11y Is-theré no puckering? : : ‘ b3y Check of details 4} = '
"12) Are seams finished? O VR e : _ _ )1y Is joint of ‘Veneck - finished ueatly? 1s point of Y-neck not stiff?
13} Are blind. stitches in: )iace? fi_-: . ‘”_‘ j:ﬁﬁf'-“ﬂ_f o Lo e 2y Are. shapes of right and left collars well matched with each other? -
14) Is overcasting neatly in place? S : : cel sl w3 Does elongation of neck size not obstruét putting on and taking of £7?
13) Are . shoulder height and. outside leg 1ining eeams finished? : - S -3 opening of turtle neck or cool. neck appropriate?
'16) Are sleeve lining seams finished? Tl Sl ey Do upper and lower fronts oE a cardrgan Or a vest neatly overlap
o DRI '; ol _'ﬂf. o with each othex? L
“(3) Check of finish, size ST v L o 8) Ys width of front’ averaged and not twisted? Does no tape stsck out?
‘1) "Ace. positions ‘'of Duttons and accessories correct? TR ~]. 6) Are button positions matched to button hole positions?
- Are they attached firmly? R STl Are they easy- to fastén and unfasten?
2) I position of bar. tacking- correct? Is it finished firmly? 'f_-ff-- | .7y Are button holes firmly sewn? Xs there no loose ‘thread?
3) Are button hole p051tions and button sizes Corvect? ' : . 8) Are button holes neatly hemstitched? Is there no loose thtead?
4) Ace pocket positions correct? Is bat tacking correctiy Einished? X 9} Is stretch of sleeve or cuff adequate?
. 5) Are theére no préss marks? . . ol o110y Is stretch or: shrinkage of the girth of bottom or cuff adequate?
6) Is thread finished properly? . = ':ffff' S an;';i ‘.ﬁ* ] 11y -Is pocket position correct? ‘Are both ends of pocket opening firmly
.7). Are there no flaws or stains?.. B G e e e D findshed 7
- 8) Is garment balanced between right and left?-- ST e T 12) Are right and left pockets well balanced?
.8) Is there ne lining sticking out? o o - o : :
10) Is overall workmanshlp good? S S N R T D Check of scw1ng : :
: : : o C . DT ' 1) Is nb sewing thread severed when sewn fdbllCS are manually tugged apart?
_72)‘Is:eeam not’ tangled? -
3) Is:shoulder firmly sewn?: ‘Is it relnforced by stretch proof tape?
. 4) ‘Is cut edpge of heavy textile shoulder overcasted or split sewn?
;' 5) Is outlet s¢am of arimhole 'sufficient?
. Is there no nissing stitch in the jnside of armhole?
6)-Is.side seam not tw1sted or there is no missing stitch in side seam?
(5)-Check of dyeing. finish..31ze
1} Are colors of body and accéssories matched with eaeh other?
~Are colorg of knit fabric'and thread matched with each other?
1 2) Are color and knit even?’
©3) MWas a-small sized. garment not f0r01bly stretched to finish?
. Was: coloi not deformed by £inish?
4y Are - sizes of small parts wlthin the . tolerances speCLEJed by
_ '.specification or- by 1nstruction?
9. Damage due to _ (1} Damage directly due to the use of defective raw and subsidiary materials e )
failure to carryout ‘ Rejects shouid be expected.- In the extreme case, production 1ines have to be stopped and delay of product shipment may result.
nspection o . . EETEIS IR P _ .. ‘ .
(2) Discounting. the price of defective products T S
Defectrve products wouid need to be discounted in order to he soid. S
(3) Cost of claim piocessing : ' ‘ L ' B ' ‘ ' _
ﬁdditionaldcests would be incurred for vi31ts. examinations and re testing pertinent to ciaims filed The cost. of replacing defective products may
‘be incurre LUl e s ‘ o el R e : RTINS TR S S o : e S '
(4) Gost of rework and dis osal A P ' et L b R ' I
_ Additional cost would e incurred fot reworking defective products. Those not rewrought would have to be disposed of at additionai cost.
_(5)iLoss of clients and market due to defective products R '

tShipment of defective products may 1ead to the 1oss of'credibility and subSequently to the loss of clieuts and market.:

it M_L_I_h_\ - T
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Chapter 4 Implementation Method of Action Program

The measures selected for the short term action program as

described in PART 111, Chapter 1,

(1)
(2)
(3)

(4)

(5)

4

(1)

Institution of quality labeling system (quality improvement),
Implementation of cooperative efforts (cost reduction),
Reinforcement of UTU (development of human resources),

Implementation of Fashion Week (market expansion), and for
the medium to long term action program, assuming the

unanimous consent of MERCOSUR member nations,

Attraction of MERCOSUR fashion resource center shall be

discussed in this chapter.

Institution of Quality Labeling System
Need for quality labeling system

Marking garments with the <type, composition, and
properties of materials used, as well as handling
instructions in addition to size and desi¢gn would assist
consumers in  sgelecting from the plethora of available

products.

Appropriate marking of quality, property and handling is
regquired from the consumex’s point of view in order to ensure

that garments are used properly.

1f consumers are well informed of the quality of
garments, they will be capable of selecting garments of the
guality and property they desire. Garment enterprises would
then be motivated to produce garments matching the needs of
consumers ~ in order to expand sales, leading to gquality
improvement. ' 3 '
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(2)

(3)

N

2)

Conaumers .. would pay attention to domestlc qﬁ?ments if_:
Uruguayan ehterpr;ses make better products, Wthh 1eads~
import xeplacement. . SR S |

Information to be displayed

All garment products (yarn, textlles, clothing) muqt be N

labeled with materlal COm9051t10n, almost all garments must s

be labeled with handllng . and care lnstructlons, whlloj
specific items such  as. Curtaiﬁs or: sheets muqt ‘also be -
labeled with shrinkage, f]ame resistance, ‘water repellency.
and'diﬁensions. Furthermore, labels must dlsplay the: name of
the manuﬁaéturer, or product serlal--number together With

-country of origin, in order to ldentlfy the souxce of the

product.
Impiementation of quality markingaSystemg;ﬁ:
Propelling committee otganization

The systematlzatlon of quallty marklng is a national
undertaklng and the committee in chaxge should comprlse the
following mnembers in view of the need to dlssemlnate the

system throughout the nation: o

National Quality,Committee, Ministry of ;Indqsﬁry;.:LATU
undex the jurisdictidn of Ministry-of Industry, . CIVL: PiU;
Centro de - Orientacion al Consumidor of the Dirééﬁiqn “de
Defensa del ~Comsumidor y Contralor'de]‘ Mercado ~uﬁder -thé.
jurisdiction of _the Minjstry of Fconomy and Flnance, UNIT o
{Private Sector  Non~ Proﬁlt;-_ Technological Standards-
Association), Private Sector Conspmer,Groqpsf.,Intellecuua153 '
(Quality Control, Sociology) - o R

Business of the committee

The committee should comprise a secretariat fgnﬁ'.'a-i
technologlcal subcommittee to. _conduct the folloWLng busxnessf
necessary for 1mplementation of a quallty marklng_ksybtem.'
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"”?@hé _commJLtee Shbuld 5alsb"invjte. lnLernal and external

“7iintel]0ctuals, diepatch 'etudy teams to_ advanced foreign
'LCOuntries,- dlspatch candldate' lnspectors to overséas

:)@countrles for study and tralning and g:1e) on. o |

Bué;ﬁeﬂéﬁof;séCxetariat

W Preparatlon of~committeeurules and planning of operating

-polxcxes

* Co]lecL1on of Lnformatxon concernlng advancod countries and

MkRCOSUR member countrles

K Preparatlon for the: sy%tcmath, legal estahllshment of the

qualmty marklng system (composstton marking, lllustratcd

care 1neruct10ns, country of orlgln markang)

- #:Revxew and preparatlon of Lhe content of documentation

(b)

._needed

* Publlc- relatnons activities targeted to businesses and

consumers
Business of technological subcommittee

* Collection of information concerning IS0 (International
Standards.crganizationy.'

* Review and plannlng of standaxds appicable to . product

1nspectlon

ke List up and procuremont of test and 1nspectlon equlpmont as

3)

- needed

.FlOW~-Chart ~Qp -to the commencement of implementation of

-quality marking system (Example) is shown in Fig. TII-4-1.
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Year 0

“analysis and study
of information - -

Year 0.5
© Period of planning-
Year 1 0

Period of preparation
for implementation

Year 1.5

' yPoriod of collection, _'

Secretariat

‘ﬂ.%;Tochnical subcommittee

e ?reparation of commtttee

. rules -
. Planning of steering -
pollcy : L

;;Collection and: analysis I
of 180 1nformation erc,
. ‘Preparation of draft

':gior factory inspection,

. ingpection - and
-__standards '

[inVLLation of. domestlc

lond ovexseas

intellectuals R

: ;.Collectlon of overseas e

‘*1nformatlon

Check of inspectlon
_ 1nstruments" :

L; overseas

'Proparation :for ‘the. legal
establishment of quality
_matklng system -

. Determination of contents
‘of needed documentation

. BEducation of consumers

and enterprlses .

v Plannlng of factory

inspection and product
- inspection standatds on
_the’ basis of ‘gverseas =
“survey .

. Procurement of ifistru- -

ments in short supply

Preparation of needed
documentation
. Public relations actlvlty
. Enforcement of quallty
marking sygtem

"Over seas study and
jeraining of 1nspector S

tralnees . 1
-._TrxakgoperationfOfi-
needéd instruments.

. Arrangeéemént of _

inspoction procedure

-f_|‘” o

]

Commencement of fmpleméntatioh”"

Fig. XII-4-1

At the

.institutionaliZed,

developmentally
consists
committee.

point

¥low chart of xmplementatlon of qualxty

-marking sysfem '

the
propelllng

quality
the
to
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iy

?jfii‘,sti'tiit"i:éi,ii;' 'tf.Oi'f ;i'ﬁfsxiéc't_ and ;"iésﬁfé_ quality markings.

LATU is the instJtutlon most SUlLGd to be in charge of

"Qainspeotlon and Lssue Tof: qualtty marking ]abel in view.of the
 fibulldlngS, jnspecixon facilitios and: gca]e “of . inspecting
f”pexsonnelk needed, as a. reqult of the field survey It is
- thus °dé§ifablé that th@ commlttee and ;ts._qecretariat be
”.;.located w1th1n LA‘I‘U. : ' - |

(a)

SiéérihgAudlidyudf£Qudlityﬂmark;ng_committeé .

?The ;cdmmiiteei'qhbuld inspect: “fadtories,_ in response to

' appl1catL0ns flled by organlzatlons or. JﬂlelduaJs who intend

uto begln "se of qualnty mark:ngs, in order_ to determine
fwhethor Lhey ;eu capablo of produclng products of the
desxgnated quallty (Lhe accredltatlon Lnspectlon) '

Appllcants }whu\hdué"bééh adcfédited should 'concLUde an

'“agreement Wlth Lhe oommlttee to grant use 'of the . Quality

 umark1ng and pay fees to Lhe commlttee fox ltu use.

(by

The 'appIiCéﬁﬁi Should “then request LATU to inspect its

- products based on the'égreement:granting'use of the quality.

‘.mérking.

7(@1{

' LATU should inspect the products and issue  inspection

certlflcates.'

Appllcants :should flle appllcatlons WLLh Lhe committee for

"i';lssuance et QualJty marklngs Logeth@r Wlth ~inspection

'ff;certlfscates'i L

@

The committee should issue quallty marklngs in a number

'“”correspondlng to the number of products 1nspected as stated

ln' the pertlnent lnbpectlon certlflcates. The CONMLLLO@
uld collect an approprlato [ee for every qualjty ‘marking

'lssued._;u_f-f




(£)

{9}

(a) ' (b)

‘puality | - (a) . | Applicant . | (e) | Institution.
marking e = COMPany; = to implement
committee applicant ' inspection -
(Secretariat)| = (d) individual - {£) (LATU).

BRI D o
ey | Tl W

LATU should' inspect-,products--at” thef'time;_of: jshipment
(sampling inspection). ' '

LATU should inspect factorles of enterprlses to whom the . use
of quality markings has been granted once: every year (on- the~'
gpot inspection without warningj}.

The quallty marking commlttee should finance itself by
fees collected for granting the use of qua]lty markings and

_ foes for the issuance of quallty marklng label LATU should

42

(1}

1}

lnspect products and issue. quality marklng labels under the
contract with the quallty marking commlttee The initial
capital investment should be financed by appropriation in the

state budget.
Implementation of Cooperative Efforts
Significance of the implementation of cooperative efforts

Export ‘oriented Uruguayan garment enterprlse° must establlsh
systems capable of producing w;de varletles .of such high
value added products as the  international - marketplace
demands, in small lots within a short period of'time Thus'
expensive hlgh technology equlpment must be procured Few
Uruguayan garment enterprlses already have hlgh technology
equipment, and most of them may not have the flnanCLal
reSoﬁrces' to acqulre it. Joint procurement and jOlnt use by
as many enterpzlses as practtcal would offer an opportunlty_
to get around this obstacle.
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2y

3)

4)

MOSfT'UruQQEYaﬁ“;garmént ‘Wakers are of - a- - relatively small
"scale,  ‘Thess  small scale enterprises may not:  be able to

afford their ‘owh' sponging processing plants as needed to
Stabilize:the'shrinkage-of textiles, or jeans washing plants,
due to the likely low rate of utilization. Joint construction

and joint use by as many businesses as practical would serxve

to increase the rate of-plant utilization, while the costs of
plant construction and operation could be. shared by all

' participating enterprises.

The labor and man-hour costs borne by individual enterpriées

can be reduced by joint procurement, storage and dispatch of

materials and subsidiary materials,

Concentrating libraries of various information materials. at

CUTU or CDI for joint utilization would allow greater access

(2)

1)

(a)

(e}'

to information, including not only data  on world fashion
trends, market trends and state-of-the-art technology and
equipment, but also worldwide textile and garment statistics.
Forms and examples of cooperative efforts

Cooperative efforts which require no additional facilities

Joint procurement of materials, subsidiary materials and so

on.

‘Joint survey of overseas markets

Joint sales

‘- Joint . development and employment of merchandisers - and

operators

Advantages’and disadvantages

a) Advantages
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The advantages of thls klnd of cooperatLve effort aret'
" reduction of. anestment and coet, and implementatxon'
'w1th1n a relaLJvely short per:od of lee i ‘

b)-Disedvantagee

'Uhless thc. jOlnL organlzatlon to be establieﬂed'eis]
" fully dlscussed cin advance so that its. 451gnlf1cance is:
“imutually . understood by partielpatlng enterprises, - the
organization may dls;ntegrate “An appropLLaLc rule should'
be  made ,for .avoiding:_a*eleak_wof secret lnformatlon
possessed by enterprises. . : '

2) Cboperation in the form ofe one _enterprise' providing

.processing for a fee-to'others s
(a) Form of operationin

Under this scheme, a sponging preCessing_uplant;- for
example, ‘would be constructed by a nominated large scale
enterprise, and provide processing to.othereenterpfises>atz-a

fee.
(b} Advantages and disadvantages.
Advantages and disadvantages are discussed . relative to.
the provision of the same kind and extent of services by a
jointly established and operated plant,. as. described below.

a) Advantages

- Enterprises except. for the one’ building the plant do not
have to pIOVlde 1nvestment funds. ' [

- Because a SLngle company- is responSlble nfdrfw.ﬁhe'
management of the plant, décisions concerning managementfs
policies and processing fees can be made quickly. . Such
decisions may be delayed in the céee'ief -3 .j0i“ﬁly S
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'lf_fdparétéd'piant;"

"ﬁj;Disddvantagés'

3

- (a)

(b)

- Tﬁe plant_wodldrbe fun in order to generate profits from
7 commissioned processing. Processing fees may be highex
'-f‘thah*thoéefchargédfby_aﬁjointiy‘6peratedAplant;

-f Evén .if'the processing capacity'énd extent of services
offered  -are 'thé-éame‘as those provided - by - a jointly
'oﬁéraﬁéd:“ﬁlaﬁt;~thé‘éﬁte:§rise which'mahages the 'plant

T may - give pfiority'ﬁc the processing of its own products,
éo 'that the services available by commission -to. othex
enterprises may be limited} and. delivery of their

.procésséd products may be delayed. ' R

- If';relatiOhg:with the wanaging enterprise deteriorate,

service may be refused.

.. The ‘plant may suffer from a loss of clients in the

future.
Cooperation in the form of joint operations

This type of cooperation involves the establishment of a

‘joint corporation to build and manage a facility such as a

washing plant.'-Participating~enterprises needing to use the
facility would share the investment required.

Facilities which may be operated jointly

“phe following facilitied may be operated jointly.

"I a) Plant equipped with :CAD ox CAD/CAM -

'  55’bfﬁS§ongiﬁgﬂbléhtjjﬂ¥u?

. 6} eans stone/chenical washing’ plant

. 125 -



d) Finish pressing plant
(¢) Advantages and disadvantages
a) Advanﬁages

- A large investment . may ‘be: shared byj participating

enterprises,

- Participating enterprises may be .able to  secure
processing'at-leSS'coét than wouldxbe;charged-by a plant
managed by a nominated enterprise as discussed in item

{2) above.
b} bisadvantages

- Participating enterprises are required to raise <capital
funds . ' ' '

- The corporation 1wou1d bhe jointly' managed by  plural
enterprises and thus corporate management decisions may
likely be delayed. ' '

(3) Steps to be followed for the implementation of _coopérativé

efforts
1} Cooperative undertaking project team
(a) Mambers of project team

PIU and CIV should be the sponsors that nominate the
cooperative undertaking project team by requesting the
participation of garment and knitwear companies and the.
Asociacion de Industrias ‘TPextiles del . Uruguay - under. the
support of the Ministry of Industry and the Ministry of
Economy and Finance. (Businessos operating in.the,freésfgone :
should also participate if the cooperativé undertaking takes
place within the private sector free zone: of. Montevideo.).
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b)

<)

(c)

Business of the project team -

"Thé"pfojéct'team’shQuld seek to comprehend the actual state

of affairs through the ‘distribution and collection of
questionnaires concerning'individual companies' methods - of
purchasing‘*clothes, yafn'and auxiliary  matexials, storage,
packaging . and distribution. Hearings should be held
concurrently to air the opinions of individual companies on
the 'joiht use - of high technology pfoduction machines
including CAD/CAM systems, joint storage and use of materials
and auxiliary'materials, joint use of plant and equipment,

joint transport and distribution, joint merchandising, jdint

sponging, joint washing of jeans and so on,

The project team should summarize the advantages  and
disadvantages of the cooperative undertaking and classify it
into either the short-term, medium-term or long-term

category.'

The project team should prepare a preliminary study report
with respect to the form, scale and substance of the

cooperative undertaking.
Contents of questionnaire survey

By dividing the questionnaire survey into a suxrvey of the
actual status of individual enterprises and a survey of the
intentioné of indiﬁidual enterprises, results obtained would
be more easily analyzed., The following is one of examples of

questionnaire.
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QUFSTIONNAIRT‘ SURVLY WITH. RE‘SPEC‘I‘ -1'0 iiu?r{-:”ﬁ;ENTEiip'Ms_Ejfccﬁb'PgRAT‘I_ON;
A. .8urvey of actuél statusJ(Re$ﬁ1ts_éprreVious yeerfgﬂ5
1. Purchases by your“enterpriséﬁrv ”.

(1) Purchases by yourself_(Comﬁdngntﬁpatigfj%)a_

(2)‘PurveyanCe by clientiﬂ(CompOnent'rétibQQ%) - ::" 

‘Material, Type of “Unit 'Aﬁﬁudl ' :Miﬁimdm'.,lﬂéiimﬁm: ”ﬁﬁmﬁéf
subsidiary | packing | . ‘purchase guantity | quantity [-of -
matertal | . - . f ... ... . | fmenth | month " | vendors

2. Inventory of youxr enterprise

Material | Space mZ |'Principal | - Oclipancy of
storage section o ‘| inventory items.| - . .storage space

SIS NS

. ¥

Remarks : Please report any leased storage space as.well.:

3. Produqt shipments by:ngr_thergriS¢_.

Classifi~ | Yourself | Number of | Working | Minimui | Maximum
cation fcommissioned | operators space  m2 | quantity uantity
oo ' . L fmonth ?mpnth ;

Packaging
~operation

Dispatch
operation

" (to be Gontimued) . .



o (continued)
rsmrww@@fmamm@:-“

Please . Cchle Lhosp' dtems cohcérning' inter-enterprise
‘cooperatlon Wthh are closeqt to your intentions.

Jo;nt colleot:on and u3e o£ xnformatlon ooncernjng markete,.

Dt fashlon and - LechnLques
"-;_Ektrémely necessary' - Necessary - Not necessary

. Joant procurement and storage of materials, subsidiary.

L materjalutf
“é.ﬁxfﬁemé}y nébééééf§ :d’.#ANéce$sary'   - Not nécessary'
; J01nt :dispéﬁch -of;. 'P'..ll’..‘Od.UCFS.
%;fﬁthéﬁé@y:ngéééééfgii f iﬂegeSSa#y" '. # Not necessary
Jolnt :g.s:-e"'i")f_ hi}jt?i'fte;':hn.r_ja'létjy_equipmént including 'CAD/(;_AM
- ?xtﬁgﬁély ﬁeé§é§ér§' . Necessary - Not necessary

. Joint finishing plant’

-~ Extrémely necessary ' ' Necessary Not necessary

. Joint sponging plant

¥

"t Extremely necessary - - Necessary Not necessary

.. Joint washing plant

(to be continued)



(continued)

T e

.- Any. othex joiﬁt_opetatiohe""eTf]"ﬂﬁQ G lini e

. Opinion concerning inter-enterprise cooperation .

- (the end)

3)

(a)

(b)

()

Committee’in charge of'prOmotiﬁg*inter%entefpriee'oodpefation

The objective of the commlttee lﬂ charge promotlng
Lnter enterprlse cooperatxon 1s to carry out feaqiblllty
study of the projects. conflrmed for Jmplementatlon by_‘the'
prelimlnary study report ' ;

The committee should be established by expandlng 'andlo:
reJnforCLng the cooperative undertaklng prOJect “team: A

steering subcommittee, construtt:on subcommlttee, technology '

and. £a0111ty subcommittee, purchase and etorage subcommlttee,f"

transport subcommittee, information and sales subcommLLtee
and so on should be appolnted_under.the‘comlttee. vl»

Corporation in charge of operating.eoope;et@ye“phde;taking__ o

The . corporation should be . operated by aseocietions “and
individual companies w11h the a391stance and support of the

relevant government agencies.

The necessary capital should be fjnanced thrOugh low lnterest'”'
rate borrowing and capital 'peptlc1pet;on.,by 1ndxv;dual3”

companiés.

Operating costs should be financed by annual membershlp ‘elﬁfif

revenue and plant and equlpment usage £eee




4) cOurse of -évenﬁs*'@fjbr“’to'@hél'jéiht"use ‘phase of the .
:;?cooperatlve undertaklng | e S
The course of eVean beglnnlng WLLh the lnauguratlon of

.::the cooperative undertaklng and end;ng WJLh thei COmmencemenL
-“ﬂOf 30’“t usage ShOuld be’ as . ﬂo]lows G S
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S Pinance, - Free Zone: Opetating ‘Corporation; Textile:
‘| Enterprises, Knitwear: Enterprises, Asociaeion de

Appointment of pro;ect team g{ o

i

[Gamara Induetria] de 18, Vestimenta, Punto Industrial

|Uruguayo, Minlstry. of - Ihdustry, Ministry of - FCO“OMj ande §if3fffE5ﬁ;ﬂff

N Industrias Textiles dal Uruguay}-ﬂx, R

Preliminary study report

Inauguration of the committee for promotion of the

. |¢cooperative- undertaking - o
(Expansion and reinforcement of Lhe project team}

subcommittee_e ;

. subcommittee -

r year 0:.;.:5. : G

Jeéé?éifVConstruction subcommxtteee
e T@ChNOLlOBY and - facility

Joj'em%%;ﬁﬁ'Purchase and: storage o

‘subcommittee - o

: e—»f—ew;lnformation and sales
R _ﬂubcommittee

: .oy : L
Cooperative undertaking 1mplementation plan R
: (Feasibility study) ' s

' Estab]tshment of cooperative undertaking operatlng =
corporation - _ : _ ARV
L

Period of construction Period of . preparation
: ' A for plant operatlon-

CommencemenL of ‘plant operation o

Jg--—rsii—- Transport’ suhcommittee'""

Year 1. 5

= Yea;_Z.O‘;

:l Establishment of system F P

: ; _ | capable of high value added| -

Cost reduction - - . B ﬁproduction of small lot, o
' : - | diverse products within

| short delivery periods"‘

Export promotion .

Fig., 11X-4- 2 Prooedure for promotlon of

cooperatlve undexLaking

Year 1.0




"_"'garments. e e

"f--,i«ji{h"._iﬁ‘éli}'ing‘-'ﬁﬁ_lgfint "( Joint lY .Opfi’i'rajte'd*' corpora Ehon)

'w'ﬁﬁh fin;shing procees is_lndiapensable for garment and knLL'

:{Thé exxstlng presses currently 0wned by Uruguayan garment
57enterprises ln general ‘are’ more outdated Lhan other: equlpment

“’and w;ll have to be renovated soonez or. later

By upgradlng Lhe shape retentlon and beauty of prodncts,

‘%ﬁthelr percelved qualtty level can be elevated

4y
‘ _jcompetltlveness,. though nOt fcurrently"oerried “out’ by

The‘éspongxng prooess if°3oritioal_;in raising non-price

lﬁeiUruguayan garment sewing enterprises.-'Renovaticn .of the

_fff*existxng fanshing press process ig con51dered more ‘critical
'**?ithan the 1nclusxon of sponglng leewlse CA wasthg plant may

“pe! crltjoal for' den:m garments ‘But 18 ‘not needed for  woolen

tfffOr knlt garments Although 301nt ugé - Of  CAD/CAM  may be
”ﬁ‘:crltical, when-}various xe;atedl_factors_ are. taken - into
e onsideratlon,,e;sucn jas- that””development of competent
“;operators w0uld be”tiﬁé-bonsnming,'On line’commuiication is

;required between company ‘offices and plants, and enterprises

*ifﬁcan operate thhout the: he]p of ‘CAD/CAM, it was decided to

?ﬁffglve praorlty to. the flnlshlng plant which would sgerve to

 _e]evato Lhe level of Uruguayan garments ds they are. While
1“ tn”‘ eapacity of a flnlshlng plant to  be managed < by one
' “fenterprjse ‘for- proceSSLng ‘the products of others at ‘a fee
-;u;:should be  no‘ greater than ‘twice its own demand in view of

:f?ffuture rlsks (decreaue ‘in ‘the number '6f  c¢liéht enterprises

ﬁ”étgifig the number “of enterprlses whlch ‘are prepared Lo

'fcoﬁﬁ1391on .products for: flnlshlng to the plant would rather

.ﬁ;_llmlted Consequently,_ 1t was consxdered moxre ‘feasible to
‘}establlsh -a finishing plant through 30lnt investment to be
’ijLnLly managed by those enterprlses whlch recognlze the’ need

Cifor cooperatlon ln order to ensure 1mplementatlon of ' the

f;fproject




(1)

Because of . the reasons mentioned abover lntexmenterprlse;w‘

coOperation ig _exemplifled by aé flnishing plant, to ben- :

jointly managed by partlcmpafing entcrprmses, whose business'

- covers collectlon from parLictpating enterprnses -3 receLVLng _
s sorting -> pressing s 1ronlng-—> 1nspect10n and labellng]j
L= warehouSLng s packaglng —> cratxng L consxgnment e

transport; the fundamental operatson of Lhe plant being;'
pressing., ' ’ SR '

Expansion and . Reinforcement = of = Professional - Training
School (UTU) . o '
Need to reinforce UTU

Po extricate itself from the shbc@nt:&dtédhQ?chGssinq

trade and establish sales development based “on its own

(2)

independent merchandising,..the,Uruguayan»-garmenph'industryf
would definitely need cempetent merchandisers and  competent

operators of high- technology equipment Because-_therej_are‘-

currently very few of these: people. avallab]e, a.. system; for
their training must be developed in Uruguay. S

uTu currently opepates.courses'on,sewing and . knitting
technique, quality control, design and so on, (l)}the'quality‘

of teachers must be improved, (2) the;.currieulum‘amust' be -

reinforced, and (3) the practice_ facjlities-e must . be
reinforced. Subsequently, UTU must be relnforced in. ordex. to
solve Lhose pendlng problems, A committee 'in charge of
reLnforcement of UTU would have to be appointed to- begln thh
in oxder to thoroughly study and lmplement .Ltho pro;ect

Method and contents of reinforcement: ..

1) Appointment of a conmittee for Ltneﬁi]expaneien,ieand .

reinforcement of UTU
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@

Congtruction and organization | ... .

"7;5The ¢dmmi£teé'sﬁoﬁld c0hsist_of‘memh§r$_reprgéenting'_thé

 _Mipis£rYj0f.Eduéationfaﬁd_Culture,,UTU, ChI, and Ministry of
. Industry. . Representatives —of the PIU and CIV .should alsc

2

(b))

(©)

(a)

3},

participate as observers.

“Business of ‘the committee for the expansion and reinforcement

Oversess study and training of teachers

- ('a:'):

Estabiiahméht of . new éurxiculumS‘in product planning and
market research’ ' ' '

Training:faQilitiea__?
UTU/CDIfjoint;lecpure and practice
Significance of ‘expansion and reinforcement

. .The term "expansion and reinforcement" as used herein is

:_tb‘:be Undérstoodito mean upgrading the quality of teachers

and .students as well as renovation of facilities. Carrying
out expansion = and reinforcement would encourage _ the

“development of successive generations of talented personnel

that could continue to contribute to the development of the
Uruguayan garment industry long into the future.

Ipiis highly:desirable that the Ministrxy of Education and

-fﬁCQltU¥e--lelY ‘recognize the difficulties confronting the

‘“_Urpgﬁayan,gapment industry-~i.e. imports are increasing while
" exports’ are stagnant--and take action to budget for the

- expansion and ‘reinforcement of UTU facilities.




4-4

(1)

Implementation of Fashion Week.
Effects of Fashion Week -

A ‘nationwide Fashion Week ‘would  contribute ‘to ' tho

expansion of exports.

It iq said that a natLOHWJdP Fashlon Week has more” farw

‘reaching tanglble and 1ntangible effects than Slmllar eventsj
'organlzed by garment enLerprlses alone or by garment industryJ

assocxatlons. while 'the importance of ~an- order _acceptlng"
meeting is not denied, it is certain that an event of this

" kifid would have intangible:fnvéstment“effectsﬂwhich‘caﬁnOtﬁbé'

stated in figures.

The strong 1mpr955lon created by a ‘nationwide Fashion
Week would trigger strong interest in the Uruguayan 'people,-

~ which in turn would serve as. the vital energy supportlng the

(2)

1)

Uruguayan garment lnduspry in its efforts to expand domestic

demand.

A Fashion Week drawing the participation of many ‘textile,

'garment and subsidiary material enterprises would * collect

many  visitors within a short period of " time, “with
concentrated short term effects on' textile, ‘gaxment and

" fashion industries. -

Steps to be taken for the orgaﬁization_of“a'Fashion‘Wéék“

A nationwide Fashion Week in Uruguay wQuld‘haﬁé- to bé
organized. in accordance with ‘a well established program in
order to avoid undue strain -on the Uruguayan ~ garment

industry.
Fashion shows and exhibitions in Uruguay are being Qrgahized.

by - renowned - designers, high class garment stores and “the-
garment Jndustry by themselves. It is .recommended to . let.

government agencies and lndustrial aSSOClationS promote' the'fff”
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unification ~of these. fashion shows and-exhibitions in  order

fto organize a natlonw1de Fashion Week event at least twice a

--year targeted Lo Lhe domestic market o

‘_.25

'The ‘éecand‘sﬁep_QOuld be'tO'iavite the participation of the

'_Asbciabjon Indﬁétrias"Textiles-del - Uruguay, and textile,

garment and sub%tdlary naterial manufacturers in order to
enlarge the scale of ‘the Fashion: Week events, Simultaneously,
operating methods and advertising of overseas Fashion  Week

events: st be studied. and exanined in order to find methods

'afcompatlble Wlth Uruguay

3y

As the thrd steop, a.state-~level Fashion Week targeted te the

W:expanszon of exports should be planned

(3)

1y

By tak;ng the steps mentloned above, the risks assocxated

‘with the organ:zatlon ‘of “a Fashion ..Week _event could be

. managed and -an effectlve Fashlon Week would become pOSSlble

Uruguayan Fashion Week
gponsors and co-sponsor

It is suggested that the relevant government agencies be
the sponsors of Fashion Week events, together with various

- textile and garment related associations belonging to the
Camara Industrlal,'whlle the city of Montevideo be the c¢o-

. 8pONSOr.

Sponsors. CIV, " PIU and Asociacion  Industrias Textiles del
Uruguay, textile and garment related associations
zfibelQng;ng-to.othér industrial chambers, Ministry of
.Indgstry}:Ministry.Of‘EconOmy and Finance, Ministxy
é}ofaForéianaffairs;‘Ministryaof.Tourism. '

i Go~sponsory. Clty of Montevideo

'~l37 “ o



2)

b)

c)

Management of Faahion'wéékfévéhés[‘ G 'u'.§;;  ff??=

The organization ‘and budget needed . beforehand. to-
implement Fashion Week events are discussed in this part.

Faghion planning executive Committeef"-
Planning executive committee chairman:

The first step in implementing: ~ Fashion Jweék~‘is to
organize of a planning executive committee, Election of the
committee chairman,:the key persdn, is very important., The
committee chafirman must be;knowledgeable_in the=cuitureg and
traditions of Uruguay; and have good persdhgl connectioné
with internal and external poiitical'and-business_circles and
the mass media. The first job:of the 'plahning _executive
committee chairman, once eélected, will ‘be to elect  a
committee secretariat director who will assist the committee

chalrman.
Planning executive committee members

The planning executive committee should consist .of. ten
commnittee members including independent and active  Uruguayan

designers, representatives of textile and -garment related

sponsoring assocliations, staflf of concerned government
agencies as well as one committee member in charge of public
relations. - ' ' '

Business of planning executive committee

The planning executive committee should.have-'the full
authority needed to manage Fashion Week . events. The
comuittee should appoint three: subcommitiees respectively ‘in:
charge of order acceptance fairs, fashion shows énd -othef
related events to be held during‘Fashion;Week;uﬁana*-publié
relations in order to manage Fashion Week as & whole. = -
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. '7LTﬁé 'écmmitteé should study the objective,  content,
.budget, tlmlng ‘and sxte of events Lo be held during Fashion
"Week Las well -as the aCQULSlLJOH of appropriate sites,
:receptiOn of buyers, list of invitees including guests from
“‘the “mass Media, method ~of admittance, ~public relations

activities and 'so on.
d} Financing

Thc p]anning executlve committee shall be responslble for
_ secur:ng ‘the needed flnanCLng Sources of funds may include
the government, concerned governmént agencies, subsidies
“offered by quasi-governmental . public institutions,
participatihg ' Lextilé and _garment related association
members, participation fees charged for fashion shows or
order aCcepténce " fairs,; financial aid offered by related
industrial 'assdciationS'and various business - jinstitutions,
and financial ' aid-offered by garment related enterprises
Cincluding garment = accessory manufacturers, textile
manufacturers, sewing machine manufdcturers, tradlng houses,
computer companles aﬁd SO on,

“e)‘Secretariat

The sgecretariat shall assist the committee chairman.
Executive staff to be in charge of various events held during
Fashion Week and office SPace for them will be needed. The
‘executive staff must include specialists in charge of public
-relations, arrangement of fashion shows_aﬁd convention halls.

4-5 XYnvitation of Fashion Resource Center

ST A 'faShidn*erSOUrce:"Cehter is evaluated to be a pivotal
~facility for upgrading the garment 1ndustry and promoting its
vlrtues in the u. S B, Europe “and Japan

Althbugﬁ fit”ﬁbuld'be'idea17for-a fashion resource center to
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be established by Uruguay alone, iﬁ-is more xe&listic[to Cassume
~that the  fashion resouxrce center is‘oné sérving MERCOSUR. as -a
whole and attracted to Uiugnay in consideration of the following.

(1) Utilization of the fashion resoﬁ:ée‘ceﬁtex woyld.ve;y ‘likely
be disproportionately small compared to the cost of
establishment in view of the small population and small

market in Uruguay.

'(2) The degree of international recognition would be enhanced if
. the fashion xesource center served all of MERCOSUR.

(3) The cost of establishment could be shared by MERCOSUR member

countries.

(4) If overall level of MERCOSUR as a whole can be upgraded,
world-wide appreciation for intra-MERCOSUR products. . can be
secured to . contribute to the . promotion of .export.
(Simultaneously, compétitién between four MERCOSUR _mémber
countries may aggravate; while such a COmpetition wou ld be
beneficial for MERCOSUR as a whole.)

However, a precondition for attracting a MERCOSUR . fashion
center is the consensus of MERCOSUR member countries and hence it
must be addressed as part of the medium to 1long term action

program.

(1) Need for and benefits of inviting a MERCOSUR fashion resource

center

It is imperative for MERCOSUR member c¢ountries to
increase the added value of their garments in'order'tg_ gain
an advantage with respect to nbn~price competitiveness.
Establishment of a fashion resource center as part of - the
infrastructure for upgrading the textile and = garment
industries is éritical._The fashion resource center‘ghqﬁld be
established at the state level in view of its nature gnd
scale. It would be more advantageogs,;iﬁ'view of the cost  of

."'1:40_'.



1)

2)

3)

)

(2)

ctht?uétiOn and operdtibn, to establish a joint MERCOSUR

3fash10n resource center rathox than soparate fashlon résource

centers for indlvndual menber countries.

The following are_additional benefits to be gained when
the fashion resource center is established jointly by member

countries.

Advanﬁages of scale may be secured by integrating information

‘related activities, plahning and development of merchandise,
‘and ‘development of human resources, compared to carrying out

such activities by member countries or enterprises alone.

various functions can be enriched substantially as the scope
of activities is broadened.

Common'intraéMERCOSUR probléms_(export/import, quality, human
resources ete¢.) would surface to strengthen the awareness of
solidarity, if the fashion resource center is operated by

"MERCOSUR.

Export oriented sample shows would have stronger impact if
they are organized by MERCOSUR as a unit.

Details of MERCOSUR fashion resource center

The  establishment of a MERCOSUR .fashion resource center and

its relation with related institutions and users

Fig. III-4-3 shows the establishment of a MERCOSUR

fashion resource center and its relation with related

institutions and users.
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- F country

International .
financi&l institution

[-Participating ;fif  ;$ﬁEe£f}§P1ig§ﬁ§éﬁ;T'

= 'CQntfibuEibp;ff L i??{ﬁan#ing'{.'fffﬁq

: (Information gathering and. analysis, planning ‘and’ develébmentx
'| merchandise,rdevelopment of human resources, various promotions)

‘ dcdbefg£ibh;;_ﬁ

infbtmatibh'

'-;}l Publi¢ téxﬁile'and' :JLQ “TFextile and garment‘

such ag overseas:
" fashion reSourCe
centers g

‘garment research = || industries: and e~ |
7| institute ete.: of 2} lated:parties of
participating - I I 1participating e
countrles SR countxies i

e __". —-—-—.—.,_‘

VFig. III 4 3 The esLabllshment of a MERCOSUR O

| Bxctiange of- T -

Related 1nstiLutionél_¥ﬁf3 ’

fﬂSthﬂ resource center and lts relation;f,;g

with related LnstiLuLions and""~

2) Details of 'activities and 4prln01pal faClllthS of the

MERCOSUR fashlon resource center.""

Fashion resource centers' 1n' other countrles arebsvi
undertaklng act1v1tles and own faCllltleS as shown Jn Table?;fiﬂ

I11-4-1, Details of activ;tles and prLHCJpal faCLlitlES.ﬂ;

‘The

MERCOSUR fashion . resource cgntep} should _develop si 1lar“1f

activities and facllltxes




| able. IT144-k Dotails of ‘activities and principal-facilitios

. Punction

_"Deta.lls of a(,l:J.vJ,tJ.e‘s = Pr;u,nc].pal ia(:llltles

J;AInformatiou gatherlngs.wz” o g. Gallery
ng*analy31s ‘and retrieval sexv;ceSy_ o ldbrary
", .Qperation. ‘of llbrary f.)_»,}  “Muaseum
Operatlon of museum ar”*uﬂf_uz O

Tofometioh

_Provlsmon af-the results tof '_ﬁ l.<CAD hig :
C-odevelopment - including design -+ technology sewing
Sl doftudrg Col " machine etc

o _;TInsLallarlon of high technology :
-*_~equipment _

'Planning and
deve]opment o.
‘. merchandise

- 'Development of “___ 150rgan1zat1on of. seminars L VL_School room.
- -human ‘resources | . L

S Promotion Rkl Organizatlon of exhibitions . ‘}'Exhibltion hall

S LeInvitation of overseas"'-_.:.:ﬂ “{large,. medlum)
“exhibitiong - R - .- Rental confexence

'J.;Room rental business ERESEEN R Jroom .

foifiﬁviﬁiﬁé7MERCdSURqfeshioﬁfresource center  to

(3) Reason

jy_EsLab]iehmenL and inv1tatxon of MkRCOSUR fashxon resource
ffcenter 2 supportlng lnformatlon analy81s,_ p]annlng ©and
g;development of merchandlse, development of “human - resources

Ff}and varLOus promotlone would deflnltely sérve ‘Lo . st¥engthen

_f;merchandiee p]annlng capac:ty and’ to expand exports However,
_ ‘ffshould ER turn ouL thaL quallty improvement and - cost
'*iff?reductlon -axe not achleved desplte the ‘efforts = of = garment

f'fﬂenterprlses, CIV, PIU and concerned government agencies,
,l‘foruguayan garment enLerprlses may flnd it possible to survive
by opting £or a path. leading to becom:ng converters as a part
T of thedr dlversnflcation programs. ~Under - such CchumsLances,
‘5f551nv1tatlcn of ‘a fashlon resOurce center “ having ~ the - above
'ﬁffementloned functlons to Uruguay would have extremely “high
HSLgnlflcancea' Therefore, Uruguay should take theé - lead and -
: '”“m'lLs Jnxtiatxve ln attractlng the  fashion ' resource

:V;(J)eEstabllshment of the commlttee Ln charge of preparatlon - for
the lnvitatlon of a MERCOSUR fashlon resource center '




(5)

1}

2}

Invitation. of a MERCOSUR faéhion'xosdﬁrCe céﬁﬁer-.ia?ian:

_effect:ve means for export promotlon in the future, as: well'

as . a valuable resource should_entelpra 569 exercnse the optson

of becoming converters.-ACcordihgly,:the concorned(goyernmentf
agencies (MLHLSLIY of Industry, Mlnlstry of Ecohbmy-‘and
Finance), PIU and CIV should .organize a. commlttee in charge
of preparing for attraction of such a center in oxdex to take

"the. lead in planhing conéepts for ifs_ establishment - and

invitation.
Business of the preparation committee féﬁ'ihvitation*

.In_ order to .. become . recognized . throughOut,  the
international market as the Tatin Ametican'fashton resource
centexr in the 21st céntury; the fashlon resource center mﬁst_
ultimately be equipped with a data base structured to
collect, arrange and process and enormous volume of data, and
supporting development of a thesaurus. The fashion resource
center must also be equipped to support product planning and
development, development of  human resources: and various
promotional activities.  The  establishment  preparation
committee should be the following in order to bring a fashion.

. resource center of such enormous scale to Uxuguay:

European and Amexican fashion resource . centers should be
thoroughly surveyed and studied 'in order-rto:-formulate‘ a
concrete conception of the MERCOSUR fashion xesource . centex

of the future.

The structure of the system for collecting garment industty
related information in- a data bage, ' and. methods : for

 developing a thesaurus must be designed and implemented. - The

cooperation of the Universidad de la _Republica. should be
solicited for assistance in building the informat;on_fSYStem,
which will sexve as the hub of the fashion resburce_LCénter.
To  begin with, the information system and  data base must
handle the collection of. information abogt','matgnialg}
technology and markets'for=fabrics‘and-fgarment5~fiﬁcluding
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fyknlts onffé ”félafi#oiy: small . scale.  However, if  the

finformation system and . data base are .to handle 1nfoxmatlon
_coverang the garment lnduetry as a whole, anluding auxiliary
materials or woolén textiles oOr leather goods ‘as well, the

_'scale ‘pf the system would have to be  enoxmous even for

'_ZUruguay'only..

3
-hase has' ‘been bUJlt and data anuL is ready to begln,_ the
~cgoncept of a MERCOSUR fashlon resource center should be mwmade

At a certaln 1ntermed1ate stage, for example when the data

' known to the oLher fhree MERCOSUR member countries for study

(a)

{b)

a)

by all member countries.
MERCOSUR fashion resourceAcenter_establishment commi ttee

The committee should consist of the respective preparation
committees from the four MERCOSUR member COuntries,

Prinéipal business of the MERCOSUR fashlon resource center

establlshment commlttee

The committee shonld study not only facility construction

“and financing as needed, but also, more importantly, how to
‘educate and secure the necessary human resocources to ensure
_that the fashion resource center fulfills its functions fully

and-operates smoothly.

Fashion data base"

An enormous volume of data would have to be arranged and

_procesSed.for easy access in oxder to provide information Lo

the MERCOSUR garment industrxy in a convenient and useful way.
The fashion related data base must be structured as promptly

“as pessible. An vrgent need exists to develop a thesaurus

whibh'_is' easy to. use by the garment industry in order to
build a data base out of fashion related information left

-_unarranged._ 1f structurxng of the data base and development
;;of the needed Lhesaurus are ignored, the simultanecus use of
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'”“nformation 'wiLhin MERCOSUR wi]l not be possxble*

“‘]necessary personnel must be educated and beoured beforehand..[5‘

b)?.

 for ' the informatlon systom along dlmenSLOns other than .jﬁéf;ﬁ"_ﬁ
,f fsetting ﬁef computor isystems, The survey 1ocatef;.ﬁee
ﬁ?'iniormatlon - gources will depend VJtallY ‘wpon’ the available}:f l

i$manpower-3 considerable human resources WLll be needed unt111257ﬂ

" ““the SYStem cafi - be put into” its Planned orbit.‘ It collectioﬁ'ff:
~ and arraHGement of jnformatlon: in¢luding this - survey, 581e .

; neglected, the data. base wilJ be of 1nferlor quallLy Among  :~”:
“other tasks, the COlleCthH and analYSJS Of SwatCheS‘i(sample'; ?T.

<)

Aﬁraﬁgemenﬁ‘offeﬁailabléfiﬁfef@atién*E

A massive injection of human resources will-be

pieces of fabrlc) wxll depend greatly upon how many qualufledf
sPeC1a1lsts can be secured : il Vet Lo iR

Education,and training*of merchandisersf

The fashlon resource center musf be equlpped for product '

plannlng and - development The educatlon cand - tralnlng of

'”Jcompetent merchandlsere Wlll be neCeSSary.:ffTwh,;-

(c)

()

Study of faShion'teseurceﬁeentef’eteerihQXQGIicyu

Study of fund raising needed for estabiishﬁéﬁtﬁ*(iﬁclﬁding : ;1_

borrowing from . international flnanCLng r'ihﬁtitutions, 
contribution of member countrles, eto ) R L

Cele e

requized



© PARY TV CONCLUSIONS AND RECOMMENDATIONS ('@ oo o -

“The . reform‘ measures :freebmﬁended"in 'order.:te.,premete

:feﬁUruguayan garment 9 lndustry after graaping the . -nroblems
”a;xdentified it 1s a purpose Lo drafL a masLer plan for rea]rzjng

”’qthe reform i measurea whic'”

TenLerprjqeq, _ assoc:atLons ,and'
_j}government agenclea carry out rn;cooperatlon wrth Hen“ ‘another.
_“nghree fleld studres Jnvolving VlSJtS to_ Uruguayan enterprnaes,
 3fhear1ngs for concerned jnstltutions, and col]eetlon of relevant'
'ffmaterlals were implemented ' 2R L e .

5 '1;The+ results of the atudy, as well as: problems 1dent1f1ed in
'promotlng the Uruguayan garmenL 1ndustry _and recommendat:ona
]based thereon, are presented hereunder AN

i .l'

1. 'Results of the study . . .

- {1)-Although exports of Uruguayan garments continued to increase

'=ffniup untll 1989, they have- been . stagnant, in particular exports
_'i Lhe U S A due to- Lhe emergence of . -rapldly developing
'ﬂh;garment 'lndustrlee in Asian and Caribbean countries. Based

1on the results of the atudy, Lho problems are identified and

vfhﬁthe followang reform measures are - recommended.

rC2nyhé§ problem ident:fied is'that there are limits Lo  the
5'*{}effectiveness of- lndependent efforts by Lhe garment. industry,
£ fb Lthere is:no. syatem to encourage the cooperation of
”‘?1induer1a1 a53001atlons and concerned. government .agencies.

, ‘Nevertheless, cooperat:on among . enterprlses, assocxat;ons and
'Vu;concerned government agen01es is. lndlspensable- for  the

'}promotlon of ‘the. Uruguayan garment industry.. The following
ifreform measures are recommended ‘to promoLe cooperation - among
jthese partles.' Out of 19 ltems,‘lz reform . measures were

";fﬁsummarized 7'They were' narrowed. down to the 5 . items for
e “}conaidered moet realistic,_and those measures weref'f;nally _
”i[feelected for the action program to be Jmplemented

o




Recommendations

pased on the current status of 'the -Uruguayah _garment

industry and its problems that: need to ' be ~addresséd;” the

(1)

-processing: trade and ré&cognize that what is most needed  now

(2)

following recormendatiohs are presented-for consideration. -

Executives must extricate themselves from the subcontracted

is to establish a system capable of - producing high ‘valhe
added products in ' @gmall lbts'bf‘widef'variéty”‘Withih’-the-
shortest possgible delJvery period. They must serﬁouély
concern themselves with global garment and fashion trends and
must have independent product planning capacity They have to
actively participate in overgeas fashion fairs and engage: in
sales  promotion - activities. Enterprises must giﬁplement
production control thoroughly and must be rationalized ~while
the will to work of emp10yées must be elevated. Executives
themselves must.participate in ﬁariouS seminars for study and

training.

The cooperation within the induétry-needed'to - produce ' high
value added products and reduce ' costs iust be actively

promoted by enlisting the cocperation of the associations and

government. Promotion of cooperation within the industry is
critical  with regard to  the need for ‘expensive’ high
technology equipment to produce high value added products in-

~small lots of wilde variety within. the. shortest possible

delivery - period. Also, joint procurement, storage and
distribution of raw materlals.and'sub51dlary matexrials is
needed to reduce costs.- ‘ '

In addition, efforts must be made to reduce costs of raw
materials and to improve quality by means of establishing and
maintaining close contact with the Asociaéion'de ‘Industrias
Textiles del Uruguay, and Uruguayan designers and :U;ﬁguayan
tailors through the arrangement of the associations and
government agencies. ' R e
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(3)

Phe associations need to intensify. cooperation with concerned

. government agencies and circulate  information they have
-aollected " to . business enterprises in orxder to support the
sales activities of. those enterprises. In particular, joint

participation inﬂoveréeas:faShion fairs should be arranged in

- gase individual enterprises are unable to participate.

It is also nécéssary that seminars on management concepts
and the elevation'pf productivity be organized, and that a

;cooperdtive .approach is taken to improving labor relations,

ingluding provision - of incentives for the acquisition of
public qualifications, in order to develop human resources

for the garment industry as a whole.

- Furthermoré,; . the associations must  exércise  their
leadexship in order to play a central role in the preparation
of: a collection of commonly used techniques in the public

~domain by enlisting the cooperation of enterprises and

concerned government agencies.

(4)

The government . must prepare and immediately institute a
quality . labeling - system, by nominating LATU. as the

‘institution in charge of implementation, .

Merchandisers are key staff who will be indispensable to

‘garment enterprises in the near future. It is, threfore, of
-an urgent necesgity to foster merchandisers. Merchandising

related courses must be included in the curriculum of UTU by
studying 'overSGas examples, and UTU's equipment facilities

must boe expanded immediately.

‘ Implementation' of state level fashion week- in . Uruguay
would allow Ufuguayan garment enterprises to make contacts
with overseas buyers. This is particulaxly significant for
Uruguayan garment enterprises who are not able to participate
in overseas fashion week by themselves. Preparation and
organiéation-of such fashion week must include cooperation of

'the asgociationg and enterprises.
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(3)

AJthough the Uruguayan government takes the stance of notj§;¥f
"suéporting any “specific’ industry, it ehould be rememberedhf7f
© that many countrles where Lhe garment lndustry is newly fJf
'emerging are imp]ementlng substantlal eXport promotron;e'
polj01ea:'1n order Lo protect their garment induutraes.U;The;get
_'rnduqtrral policy of the Uruguayan government must progress; u‘

hand in hand with Uruguayan lnduetrLes’: IL would be :hlghlyf:“7'
: elmportant fox’ Uruguayan industry to establish an lnstltutlon'ff

to be organrzed jointly by the. public and’ pr:vate sectors for

'”the' promoLiOn of forc:gn trade (for example, an instrtutlon3

similar to Japan External Trade Orqanizatlon (JETRO)) < phe

‘instJtutron would promote qui.ck- and approprlate expansron _of.-
'cxport trade by carrylng out: overseas market ‘studles and3
' organizing sample fairs. - It_'is_ belleved that :such

institution would contribute Lo Lhe promotlon of the garmentf
industry, thus early 1mplementation ‘is desirable. It must be

kept in mind however, that to establlsh such an lnstltution -

is’ time consumlng ‘and would requlre prudent: preparatlons
Efforts are a]so needed Lo review. and reduce tax to an level- K
comparable with other MERCOSUR member countrres ' '

when v1ewed from the: medlum and’ 1ong term porntb of: vrew, to
anLte_ a fashion resource cenLer seryving the entaré textlle

'Lndustry,, including: the garment segment,-_ and* j01ntly'

organized with other MERCOSUR countrles, ‘Lo locate in Uruguay

would be most significant in terms of. elevatlng the level of

enterprises within MERCOSUR, rncludlng_those oi‘Uruguayw~ .

in vxew of the time and enormous cost lnvolved however,'

the Uruguayan government  should. initiate: " as soon -as

reasonably possible the preparatlons requ:red _for*uhif

establishment. and invitation of MLRCOSUR;HIaeh;cn resource‘

center,
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