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Chapter V

Experience of Development of Small
and Medium Enterprises
in the Textiles and Sewing Industry

1. Outline of the Sewn Textile Goods Manufacturing Industry (Small and
Medium Enterprises)

The objective of this study is a survey of the textile and sewn textile goods
industries, but for the following reasons emphasis has been placed on the sewn goods
mdustry.

The underlying objective of the work is to identify examples of successful
endeavors in Japan that would be of reference to developing countries, and in this
context it is the sewn goods industry that is by far the more relevant and useful.

Wearing apparel and sewing account for a majority share of textile trade, and
the typical pattern is one of developing countries exporting textile goods to the more
advanced ones.

_ Further, relatively little investment is required for the sewn textile goods
industry, that is economically efficient at a scale much smaller than that of high level
production of textiles proper. . Hence it is a suitable industry for premotion of small
businesses including microenterprises or cottage industries.

Sewn textile products offer developing countries a chance to use labor resources
to increase the value added of exports, a matter of no small importance to those
countries,

1.1 Overview of Japan's Textile Industry
a. Development process of the textile industry from 1945 on

The textile industry was a leader in contributing to postwar exports but a swift
increase in imports in recent years has resulted in Japan becoming a net importer. In
examining the development of the industry since 1945 the following major changes are
found to have taken place. :

Durmg that period, small and medmm scale enterprises (SMEs) were of great
importance to those changes.. By way of providing “examples of success” in this study
report it is deemed significant to take up these changes as deserving the atteniion of
many developmg nations. _

* In 1946 a three- -year Textile Industry Reconstruction Plan was formulated.

* In 1946 exportatmn of sewn goods using cotton imported from the U.S. began.
"+ In 1949 textile exports were valued at ¥ 650 million.

+ In 1950 demand for textlles increased following the outbreak of the Korean War.
' Fxpm_ts rose to ¥ 350 million in 1951. Major export products were shirts, blouses and
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silk handkerchiefs. : :

+ In 1952 demand collapsed when the war virtuallyended and operation ofspinning
mills were forced to reduce operation. Emergency measures were adopted by the
government to offset the impact on SMEs in the sector, and in overall terms production
cuthacks were enforced. o

* Since 1954, the Japanese Ministry of International rade and Industry has taken
the initiative in adoption of “voluntary restraints” on low- -price exports to North
America in fear of import restriction by the importing countries. ,

+ Exports continued to rise, however, and in 1955 were $43.5 million. Exports rose
especially on the strength of the “dollar blouse”. Asa byploduct of tlllS, restrictions on
imports were imposed in the U.S. : :

The Japanese government began to momtox exports of cotton goods to North :
Amel ica in 1956.

- A Short- Telm Trade Agleement (STA) \\1th the U.S. was 31gned in 1961 regardmg
cotton goods expm ts. ,

* This was supplanted by a Long Term Trade Agreement (LTA) the followmg year
covering world trade in cotton goods. .- , . .

A temporary decline was seen in 1960 when the U 5. economy dlpped but owing to
increased exports of synthetic textiles and procurement related to the Vietnam Wal '
exports of sewn goods increased and reached the level of $213.6 million in 1970.

Japans fore1gn reserves in 1971 were $15 2 billion and the surplus on the trade
acecount was $7.8 bllhon both record highs, ‘ :

- Atextile agreement, which restncts the export from Japan w1th the U S was sagned
in 1972. Tt covered cotton, woolen and synthetic fiber products. :

* The Japanese government purehased excess capacity from the 1ndustry aftel thls '
agreement and funds were prov;ded for the textile industry on an emergency basis.

* In 1973 the GATT multilateral agreement on textile trade was signed.

+ Also in 1973 Japan’s imports of textiles surpassed exports by $600 million level and '
Japan became a net importer of textiles in this year. Apparel imports rose to the level -
of ¥ 129 billion.” China, South Korea and Taiwan were the major supplier countries.

« Apolicy paper on the textile industry in the seventles was drafted in 1973. It called
for a shift away from labor- intensive production to knowledge intensive product:on '
1mprovement of dlstrlbutmn systems, and modernization. - C

* During 1974 exports of textile goods on a quantity base deelmed 55% agamst the
previous year and the textlle mdustry apphed for government protectlon as a
recession-hit sector, SR . - : : :

Thereaftel, the ﬂoatlng of the yen and 1ts apprematlon as well as catchmg -up in the '
textlle goods market by other Asian countries forced the Japanese 1ndustry to enter a
phase of marked structural transformation. L - L

* The most recent “Vision for ’I‘extlles pohey pape1 adopted by the government ealls

for acknowledgement of and response to free market forces, strengthenmg of
international competltweness and creation by technologleal lnnovatlon of new
busmess opportunities. . . - : : : -

+ In 1998 imports totaled 2.6 trdhon of w}nch 1. 9 trllhon was for apparel



A more detailed summary of the evolution of the industry and policy is provided
below inc.

b. Export and Import of Textile Products, and Production Values

~ A brief survey of the postwar history of Japan’s textile industry (including
apparel, that is, sewn goods) from the viewpoints of trade and domestic production
follows. : . :

i ) Imports of textile goods

The value of imports of textile goods by Japan is shown in Figure 1-1. A sharp
increase in the value of imports can be seen accompahying the appreciation of the yen.
Major import items at the outset of the period examined were textile materials
(cotton, wool, etc) but subsequently imports of apparel increased in keeping with the
improvement of living standards and income, and with a rise in domestic labor costs.
. Because the share of labor costs in total cost of production of apparel is high,
this decline in the price competitiveness of Japanese industry was matched by a sharp
increase in imports from lower-cost countries, not-.ably China and several Asian
countrles ' S B o : .
- At present the annual value of these imports amounts to about ¥ 2 trillion or
about ¥ 6 trillion in terms of the retail market value. _
Imports have exceeded exports since 1986, and at present are about three times
- the value of exports; the annual deficit in trade is about ¥ 1.8 trillion. - o
e China provides about 63% of imports, followed at a dlstance by Italy, 8.2%;
Korea 5.2%, the USA 4.5%, and Thailand, 2.5%. :

it) Textile goods exports

The level and trend of Japar’s textile goods exports are shown in Figure 1-2 (in
yen) and Figure 1-3 (in dolloi's) The sharp increose in exports by the early 1980's and
the sharp cutback in exports followmg apprematlon of the yen are shown clearly in
Figure 1-2, :

_ As shown in I‘lgure 1-3, dollar denommated exports are rising. The bulk of
- exports is made up of raw materials and yarn for synthetic textiles, while secondary
. products (including apparel) accooht for less than a quarter of the total. Some of the
exports include fabrics that are to be re -imported as apparel.
; With regard to exports of apparel a sharp rise was seenin exports of secondary

.processed goods (including apparel) during the period from1946-71 (Figure 1 2, Flgure
I- 3) Growth of exports stopped, however, in 1972,

. Since 1981, as shown in Figure 1-4 (showing dollar- denommated data) appalel

asa sub category of secondary processed goods clearly shows a decline in export value.

Apparei exports contnbute only about one- twentneth of the total textlle goods
etperts Ma]or export items are outerwear, shirts, foundation garments hosiery and
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scarves. The most important export destinations are the USA, Taiwan, China, Hong
Kong and Western Europe.

iii) Apparel production

" The value of apparel production in Japan since 1974 is shown in Figure 1-6. A
sharp decline in demand is evident since 1991, owing to the economic downturn
(bursting of the bubble) and the appreciation of the yen.

Comparing the value of production in 1991 and 1998, productmn values showed
declines to 66% of the carlier value for all apparel. Outerwear, and shirts and blouses,
that {ogethel account f01 about three-quarters of production, declined to 60-69%,
underwear and baby wear declined to 85- 89%, and nightwear and working wear
declined to about 37%. : o . .

- The economic downturn has taken a heavy toll in the 1ndustry, many
companies have failed or have voluntarily shut down.

iv) Import ratios for apparel |

* Import ratios (quantity based) for major apparel items are shown in Figure 1.6.
Ratios are high for sweaters and cardigans, and men’s and women's slacks, and are
lowest for sportsweanr, hosiery, and skirts. '

: Sweaters and cardigans can be competitively produced by deploying a large
_“orkforce using hand-operated machines, and Japan’s highly automated factories
cannot compete with that method. The unport ratm for this category has approached
90%. :
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Figure 1-1 Value of Japan's Toxtile Imports
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Figure 1-1 Value of Japan's Textile Imports
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Figure 1-2 Yen-Denominated Value of Japan's Textile Exports
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Figure 1-3 Dollar-Denominated Value of Japan's Textile Fxports,
with Aggregate Value for Secondary Producis
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Figure 1-4 Yen-Dominated Value of Japan's Textile Exports,
with Aggregated Value for Secondary Products
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Figure 1-5 Value of Japan's Production of Apparel
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Figure 1-6 Export Ratios* of Major Clothmg Categones Exported by Japan
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Figure 1-7 Numbers of Enterprises and Workers i in Textile

Manufacturing in Japan
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Figure 1- 8 Number of Enterpnses by Size of Workforce,
Engaged in Apparel and Other Textile Product Manufacturmg in Japan
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Figure 1-9 Number of Firms by Size of Workforce, in Apparel
and Other Textile Product Manufacturing in Japan i
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The fashion cycle for slacks is long, and for this reason as well as technical
factors this product is relatively suitable to mass production, in contrast to upper wear.
This type of product can be made on speculation (without having firm orders) at little
risk and is the appatel item that is most suited to overseas production. By way of
contrast the fashion cycle for scarves is short and this type of item is suitable for
small-lot production; it is more appropriate for domestic production.

The import ratio for hosiery is low. The reason for that is an extremely high
degree of automation of production equipment for pantyhose, while socks are made
according to a small-lot, large-variety pattern. For both, it is difficult for imports to
compete with domestic products. :

o The import ratio is low for sportswear because of the special market demand
for high-function characteristics. Special fabrics and accessories are easier to obtain in
Japan, whieh is another reasc‘)n that domestic production is viable.,

c. Evolutlon of pohcy for SMES (prlmarﬁy in the sewn goods productlon sector)

The pOllClES adopted by the government for bMEs in the textlle 1ndust1y '
particularly related to sewn goods since 1946 are asdescribed below. Reference
should also be made to the timeline glven above of overall pohcy and industry
evolutlon S : : : .

In 1946 a three -year Textlle Industry Reconstructlon Plan was formulated
+ In 1947 exportation of sewn goods using cotton 1mp01 ted from the US. began
+ In 1952 demand collapsed when the war v1rtuallyended and opetatlon of spinning
mills were forced to reduce operation.  Emergency measures were adopted by the
" gover nment to offset the impact on SMhs in the sector and in overall terms production
_cutbacks were enforced. ' : T
* In 1956 the Small Busmess Plomotlon ¥ und Subsidy Law was passed to p10v1de a
means for supplymg investment capltal to SMEs in general.’ The funds were more for
: modernwatlon than for mvestment in joint-use facilities. In the textile mdustry, 47%
~of the funds through this law | were used for replacmg old equlpment with new
equlpment (the average for all industries was 20%). . ' - '
" To protect the SMEs in the mdustry from adverse cffects of the voluntary restramts

on exports to North America the Japan textile B xporters Federatlon successfully

campaigned for passage of the Small and Medmm Business Stabilization Law.
~ Beginning in 1958, the federation momtored product:on controls allowahleandset up to

combat the forces of recession in the industry, starting in 1958.

_ Factones had to be closed when the weakness in the U.S. economy led to a collapse
of exports to that country in 1960; during this perlod about ¥ 100 million of credit was
‘obtained from a SME spec:ahzed ﬁnancnal mstltutlon to help cover the costs of labor in
-themdustry _ A R L
-+ Also in 1960 the textlle goods manufacturmg mdustry was recogmzed undel a‘

- . temporary Iaw for promotlon of SMES Tlnough these laws, ass1stance hecame
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available for export promotion, measures to offset the effects of trade liberalization,
and improvement of the structure of the industry. Companies availed themselves of
dispatched expert advisers, training programs and R&D support through the use of
subsidies. :

+ A SME promotion finance system was estabhshed in 1961 and under it the sewn
goods sector was authorized to receive suppmt for development as an export industyy.
Firms in the sector were able to obtain eredit from the Small Busmess Finance
Corporation and other SME-specialized financial institutions.

+ In 1963 a law for promoting the modernization of SMEs was passed The fol]owmg
year the garment sewing sector was recognized as qualifying for help under this law.
The main policy of the law was subsidies for joint activities of enterprises, and also -
included industry-wise modernization policies and modermzatmn of the facilities of
each enterpuse S S ' :

" The subsidies to joint ventmes were conducted by the Small and Medmm
Enterprise Agency (for textile industry, the "Textile Industry Restructuring Agency)
The subsidies under the law were available for joint ventures in an industry- generated
modernization plan. Plans of the sewn textile goods mdustry were greatly reduced,
however, when the industry was hit by the effects of export restrictions to the U.S.

Later, the following changes were made to the law. The main policies of the
* law were similar to those of high growth of Japanese economy, and the average scale of
busmesses in the sewn textile goods industry was so small that the mdustry could not
1eadlly take advantage of benefits avallable under the law S .

+ Another program was created in 1964 to rec0gmze mdustues that made spemal
cont1 ibutions to the growth of exports. (The similar programs were started in 1957 )

_ In 1965 a tax rebate for exports was adopted whereby unport duties on raw

" materials w ere in effect no longer paid. S

* Then, in 1967, the Small Business Promotion Corporatlon (followmg SBPC), a publlc

- body, was created. This was in part a relation to the results of credit supply undel the :
earlier SME promotion finance scheme.’ ' : : :

. When structural improvements in the 1ndustry were to be made by gathermg a
number of firms at the same location, in an industrial park, the former system could
not cover all of the high costs for development of the park, while the funds and '

-~ creditwor thiness of the SMEs themselves were not suﬂiclent for them to partlclpate m o
an industrial park without outside support . L : o oo

- The SME promotlon finance scheme was dlssolved and the SBPC was created as a -
way of improving and changing the means of ass;stmg the SMEs under those '
circumstances. The Textile Industry Restructurmg Agency was created .

A temporary law for the textile industry was promulgated in 1967, The sewmg -
goods industry made efforts to prcmotmg far-reaching structural reform such as
raodernization of the equipment, expansmn of corporate sme, and 1mprovement of '4
traditional transaction arlangements R : B ST K

* Emergency measures were reqmred in 1972 when 1t became necessary to assmt
firms that had lost export sales to the U.S. The support was in the form of low 1nterest ;
long-term loans totahng ¥ 7 billion and purchasmg of excess sewing. machines for ¥ 3.8
billion that were scrapped in orde1 to optnm?e productmn capamty (16 914 machmes' '
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were scrapped by 343 companies.)

+ During 1970 structural improvement measures were implemented for those
companies in the export sewn goods industry. The selection criteria of the industry
for the measures were as follows. The company could demonstrate capacity to improve
productivity, had faced an emergency situation in regard to structural reform, or were
included in an industry- (or subsector-) wide program for reform.

Incentives were provided through depreciation rules, assignment of priority in
lendmg using public funds, and a preferential interest rate.
The tar get was to improve international competltweness by optimizing the
' scale and system of production and operation of the enterprises :
_ To attain the target modernization of thecqlupment improvement of
' tradltlonai transaction arrangements, and nnprovement of quality, by means of joint
ventures and merger of the enterprises. Also, it was stressed that the modernization
" must be done by the majority of the enterprises of the lndustry. o
_ Over a period of five years the plan was for use of ¥ 15.7 billion, but when the
textile trade agreement was signed with the U.S. these plans had to undergo review
and revision, and were greatly reduced in scale. ' '

"+ The foregoing experiences led to the following reflections on textile industry
structural reform efforts. It was concluded that joint sales, and curtailment of
' productlon, had been successful but the business environment ‘was not favorable to
efforts to increase the scale of firms and concentrate produchon to a greater extent. A
~ need was 1dent1f1ed for reforms that encompassed the entire textlle mdustry including
" sewing and distribution systems which must be greatly improved. '
"+ Structural 1efozm pohcles were adopted in 1973. The underlying principle was to
" shift from bemglabor-mtenswe to bemgknewledge intensive, to 1mpr0ve dlstnbutnon
and promote modernization. o -
e Thrce years later a law was s passed to help compames change thelr line of business,
" as the economic and business environment had become so difficult. In the textile
" industry, the subsectors of outerwear, shirts and blouses, and undergarments were
- designated as quahfymg for as31stance under thls law. The law is characterized as
~ follows: : : o . -
- Target of the enterpnsewas each individual enterpnse, not the group asin the law for
- promotmg the modernization of SMEs." : o
Incentwes were overall, not limited to busmess transformatlon |
- To assnst enterprlses whe were planmng to transform business by themselves. The
"percentage of clothmg and other textile goods manufacturers entering the market in
' 1977 in comparlson to 1972 was 14 0% and leaving the market was 13.0%. ( Source:
: 'l‘he Small and Medmm Enterprise Agency White Paper on Smali and Medium

- Enterpnses, Japan, 1980)

. The Small Business Promotion Corporatlon Law prowded various beneﬁts
Through the medium of the Textile Industry Restructulmg Agency. ‘éreated in
. cennectlon W1th this law the followmg results were obtalned ever the period of 32

o years from 196’7 to 1999
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- Bxponditures it | ghare in Percont
Credit gunarantees 83.8 59.7
Scrapping of equipment 39.3 28.0
Assistance to ploduetwn regions 9.0 6.4
Information scrvices 6.2 4.4
Human resources development - 0.7 0.5
Technical guidance ' - 14 1.0

| Total 140.4 100.0

Unt11 1990, the main aot1v1t1es of thls Agency were credit guarantees for the
plocur.ement of structural reform fund, and scrapping eqmpment Sinoe'1990, the
" main activities have shifted to mformatlon services.

In June 1999, the Agency was mtegrated w1th Japan Small Busmess '
Corpomt;on and Small Business Credit Insurance Corporation I',nterprlse and newly
~ organized Japan Small and Medium Enterprise Corporation. This Corpmatlon is an
executive agency of comprehenssve pohcy for small and medmm enterprlse

1.2 Posi_t-i_oh'end Role for the Sewn Goods _Indus_tr_y
a. Scale of the sewing industry -

The sizes of sewmg estabhshments (employmg four or more pe1 sons) in Japan _
18 shown in Figure 1-7 to Figure 1-9.  As shown in Flgure 1-1, there are 31,000

- enterpnses employing 565, 000 persons (i.e., on average 18 per estabhshment)

. Nearly all establishments have 2‘19 or fewer workers, (The exact ﬁgure for
. mdustry as a whole is 97.3%). Using the definition of an SME as havmg under 300

. workers would make this mdustnal category clearly in the SME sector inits entrrety
Further, more than 86% ofthe total number of estabhshments have 29 or less
~ workers, and those worker's account for 48.8% of ali workers in the mdustrv In short,
many sewmg establishments employ 29 or fewer workers.

Moreover the ratlo of estabhshments with 1 3 workers 1s shown in the table'
below It was partleularly high in the 1955- 60 penod hut declined raprdly after 1965.
~ The share of estabhshments with 1-9 workers, however, has been steady at about 26%
since 1950, demonstratmg that the sewn textile goods mdustry in Japan is dommated '
: by a large numbe1 of small ﬁrms :

The smallest ﬂrms also make use of subcontraotmg, whereby housewnves do :

: work at home; if these home workers are included then the share of very small scale :
- estabhshments would be even hlgher than reported : '



Dlstnbutmn of Apparel and Other Textile Manufacturing Firms
- by Number of Employees (%)

[ | - Employees/Ifirm
- |(subtotal :
1-3 4-9 1.9) 10-29 30-99 | 100-99 300-
1950 12.7 13.1 25.8 25.3 32.9 - 16.1
1955 14.2 13.6 - 27.8 1 29.7 26.7 11.8 3.9
1960 10.8 13.0 23.8 30.2 27.8 13.1 5.0
1965 5.9 "~ 18.6 24.5 24.7 29.3 16.0 5.5 |
1970 6.4 18.0 24.4 249 | . 295 - 184 | - 2.7
1975 6.7 174 | 24.1 26.0 31.2 173 | 24 |
1980 71| - 18.0 25.1 - 28.4 29.3 | - 144 2.8
. Source: 'II\‘JI;&lstry of Internatlonal Trade and Industry “Industrial Statistics
able

b. Position of the sewn goods 1ndustry in the structure of productlon of the textlle
~industry

The relative posﬂ:ron of the sewn goods mdustry is shown schematlcally in
Figure 1-10. The textile mdustry is in the materials industry category, and
_production encompasses spinning, yarn processmg, fabric pxoduction and dyeing and
finishing. The products of those processes are sent to be cut and sewn in the appard
- industry that belongs to the assembly and processing category of manufaetuung _
Much of the work in the sewn goods industry is done as plecework "The
apparel mdustry 1ncorporates as key components or aspects desugn and product
‘planning, speed (also referred to as QR or Quwk Response) high cost consciousness,
and strong quahty orlentatmn )
~ ¢ A major issue which the mdushy now faces is how to move away from
. plecework and it appears that this is behind the attempt of some sewn goods makers
to expand into the apparel industry, by undeltakmg d981g11 and product planning work
on their own, and deve_lopmg sales channels, '

e Procesis of grosfth and decline of the sewn go'ods industr},r o
Expanslon of the sewn textlle goods mdustry took place durmg the years

- through 1975. : :
' Ewcports in yen of secondary textlle products (meludmg apparel) had increased

B 1ap1dly up to 1971 but there has been little growth stoppedsmce then and now minor

year-to-year declmes are ev1dent (sec Flgure 1-2). There has been At the same time
7 _clothing 1mports have made rapidly inroads (Figure 1- 1).

- .. The growth of unports has been hlgh since 1987 and growth contmues as of thls
y wrltmg Durmg this period, particularly from 1988 to 1995 there was a strong effort
_by Japanese companies in the sewn goods mdustry to invest offshore (Flgme 1-11).
~ " The value of apparel produotmn in Japan is as shown in Figure 1- 5 rose up to
' 1991 but fell sharply starting in 1992. The major reasons for the slackening of
_"productlon are the appreolatxon of the yen and the reaction after burstmg of the

B [ S



bubble economy. S ' :

Value added data for Japanese makers of apparel and other textile products are
shown in Figure 1-12 where a tendency to rise can be seen, but there has been
essentially no further improvement since 1992. ' '

Reviewing the process of growth and decline of the industry, we can state that
starting in 1946 there was a period of extra_ordinary development as a contributor to
the export effort, but growth stagnated after 1972 when the yen, floated, began to
appreciate, and export controls were imposed. _ _ S

Since 1992, production has declined and the present value of industry output is
about two-thirds that of 1991. - During the past 50 years the industry has expérienced
great change and upheaval. ' : : ' '

d. Role of the sewn goods industry within the textile ihdustry

A schematic diagram of the domestic sewn gobds industry is shown in Figure -
1.13. Demand in the domestic market for sewn goods is met by a combination of .
domestic production and imports.  Annul production is now about ¥ 3 trillion and -
* jmports are valued at about ¥ 2 trillion (both as of 1998). : ARSI
Most domestic production is done by SMEs (having fewer than 300 workers).
- Major products are outerwear, shirts and blouses, women’s wear made ona QR basis in
small lots of many types for sale at the high end of the n_iarkef, men’s suits made to
order or semi-order-made and using advanced production technology, products using -

new materials or incorporating use of advanced technology such as no-iron shirts,

pantyhose made with low labor costs 'compo'n'énjtdue- tc_i highly automated production =

" equipment, and general apparel (although import ratios for the latter are high). .

_' Overseas production (imports) tend to be of goods for which there is latitude
1'egardjllg delivery schedules and timing, or clothing for wihich the labor cost
component is high; these criteria apply to the entire range of apparel. '
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_ Figtife 1-12 Value Added of Apparel and Other Textile Product
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2. Bxamples of Successful Development in the Sewn Goods Industry
2.1 Outline; Case Siudy of Aomori and Akita Prefectures’ Industries
a. Deﬁnition ofa successful example

The wor kmg definition Qt a_successful case used here is: “Well-timed,
' appropriate support from public agencies that accelerates the development process of
an SME that is alveady attempting to make progress.” :
Moreover, because the intention is to provide useful information for developing
countri ies, the category of industry selected must be one that is comparable to
‘situations in such countries. .

, - This meant examples of success that employed SOphlstrcated technology, spccral
materials (silk, leather, etc.) speclal products {kimonos, etc) or luxury items must be
excluded from consideration. L

- Further, as noted in Section-1, although subsidies were provrded to thc sewn
" goods industry in the early stage of postwar development, official measures taken such

- as export restraints and assistance in scrappmg of equipment were different from

_ measures taken for other 1ndustr1es The main effort for promotion of the mdustr ¥
" was taken at the levels of prefecture c1ty, town and village.

“ b, Development and Present Condltrons of sewn Goods Industry in Aomorr and Akita
Prefectures ' :

i )Attractiou of industry (investment)

_ : Japans sewn goods mdustry shlftcd domestlc bases of productron to
Northeastern Japan (Aomorl Akita, Iwate and Fukushima prefectures) wherxe labor

o costs are lower than elsewhere in the nation and labor supply was abundant, so that
S productron could compete with imports from China and other Asran countries.

_ . The case study of a successful example selected for presentation here is that of
_ the Aomori and Akita prefectures that achieved good results to efforts to attract
S mdustry to the prefectures. Other prefectures as well sought to attract investment.
The reasons for selection of these two are as follows.
* First, the two prefectures are relatively remote from the capltal region and its
metropohtan centers $0 the prefectura] governments saw the need for making a
N speclally strong effort on their own to overcome the dlsadvantages they had in terms of
" supply and shipment of materrals and products :
-+ Second, the sewn goods industry did not require a large 1nvestment for productlon
plant and equlpment and had hlgh labor absorption capability.

_ The prefectures undertook screening, whereby they selected target compantes
. on the basrs of the seale of the company, seale of its cap:tah?atlon employment and
- other factors Preferentral treatment was offered to those companies thereby

e sel_ected
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ii) Development of the sewn goods industry and present issues -

~ Akita’s experience since 1961 is similar to what was done on this occasion and
can be used here as the steps taken by the two prefectures.

Matters related to Akita’s attraction of new investment by the sewn goods
mdustry, and present issues confronting the industry, are depicted in Figure 2-1.

'_ During 1961, when Japan entered a high-growth phase, the Law for Promotion
of Industrial Development of Lagging- -Development Regions was passed and the
National Income Doubling Plan was announced.

These encouraged Akita Prefecture to agglesswely attract mdustry and
paltleular}y sewn goods companies, on the basis of a one plant per one town or village
idea, whereby the abundant female labor in rural areas could be employed

The result was that the labor-intensive sewn goads 1ndustry came to be the
plefecture s core industry by 1992. But in the early 1990s, the econonuc boom

(“bubble”) ended, and productmn was shifting to China and other Aelan countries,
reduclng demand for Akita products. Do - - -

a * Domestic production of sewn goods declined, wages in the 1ndustry fell and
whrlesome compames experlenced stagnation of then sales, and others bhad to shut
' _dowu : ' -
: ‘I‘he prefecture thereupon declded to utrllze the Aklta Prefecture Apparel
_ Industry Promotion Council (estabhshed in 1986) as the launch pad for activities that
would restore mternatronal competitiveness to the prefecture sewn goods compames
and mwgerate both the 1ndustr1es and the local economy.

¢. Attraction of sewn goods companies, and results thereof
i) Phase up to' 1992

'l‘hc numbers of sewn goods compames attlacted to the two prefectures is
“shown graphically in Flgure 2-2. Durmg the 1960s, Aklt"i succeeded in attractmg six
~ companies annually in the sewn goods mdustrg.r
' Little was achicved sr.tbeequentlg.r until 1984 89, durmg whlch penod abeut six

more companies per year were attracted Aﬂer1990 however no new cempames
'camem s : - : : R o . _
" Aomori, even further north than Aklta, started efforts at attractmg mvestment ‘
during the 1980s and by 1989 succeeded in attractmg 40 firms. » S '
"7 The results as shown in Figure 2-3 give the number of enterprlses m the
' garment mdustry in Alnta as 933, employlng 27,179 persons and producing goods‘
- valued at ¥ 107.8 bllhon “In terms of shares of The clothmg industry accounted for .
24.0% of enterpr1ses, 3 9% of employees, and 6 8% of manufacturmg output of all of -
Akttasmdustry : o
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ii) At present (1997)

The industry could not avoid a contraction, however, as demand fell once the
bubble burst at the end of 1990 and imports began to increase. In 1997 there were
722 establishments (77% of the number in 1992), 19,268 employees (71%) and
shipments were valued at ¥ 77.8 billion (72%).

In 1997, eighty-four sewing establishment were attracted to Akita Prefecture
- (11.6% of total Akita's sewing establishment), the number of employees was 5,425
 (28.2%), and shipments were ¥ 24, 4 billion (31.4%).

The low requirement for fixed investment made it easier to reduce or stop
production and in overall terms about 30% of the industry was lost in about five years.

Further, the number of workers per establishment attracted in the sewn goods
mdushy in the prefecture was 2 4 times as high, and shipments were 2.7 times as high,
as those of the same industry as a whole (1997).

Thus the attraction of the new esta‘ollshments was cer talnly successful in
- terms of creating jobs. - ' '
The methods used to achleve thls success are descrlbed in 2 (3) in this 1eport

2.2 Topics and Future Directions fdr the Sewn Goods Industry (Aomori, Akita)
~ a. Current iésués and probleins oonﬁoxlting the sewn t'ex'tile 'good's industry

: National pohcy for the sewing indusiry is shown in "A pohcy papel on the

* textile mdustry in the Seventles and in “Vision for Textiles” polloy paper.

! The following are examples of implementation of broad policy not at the

~ national level but at the level of local governments (prefectures Aomorl and Aklta m

: 'partlcular) _ : : :

_ ~ Present conditions and issues for the sewn goods mdustry are schematlcally
shown in Figure 2- 4. This is conﬁned to the two prefectmes under study, but since

1992 the decline in production of sewn goods has been a problem for the entire sewn

. goods industry nationwide. s : -

The subheadmgs for the followmg explanatlon conform to the 1nter related

. 1tems shown in the ﬁgure 2 4. : :



Figure 2-2 Comparison of the Number of Annual New A pafel

Comparies Established in Akita and Aomori Prefectures
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Figure 2-3 Number of Enterprises and Workers, and Value of Shipments
of Akita Prefecture's Apparel Manufacturing Industry

No. of workers, value

No. of enterprises of shipments in
: . . millions of yen
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i ) Overseas competition

Production of sewn goods abroad has increased in recent years, as noted,
including production by Japanese companies of high- volume items or items (often the
same as high-volume items) for which short and precise delivery schedules are not
essential, while these companies have concentrated their domestic efforts at capability
for quick response to market conditions, items for which the duration of time to
delivery is short, quality requirements are high, or price is high.

Recent technological advances at overseas production bases, however, have
made it possnble for overseas factories to produce high quality in goods for which
delivery schedules have some leeway, and for them to preduce high-price goods as well.

~ The present issues confronting domestic industry in this context are how to
improve capabilities regarding small-lot, large-variety production, assuring better QR
- and shortening delivery times, improving guality and producing high-price items.

jii) Improvements enahling use of new materials

The growing unportance of fashlon as a market factor and an increase in
demand for garments made of new mateuals nnpose requirements on all aspects of
production. o 2o : - ' :

The sewn goods industry has no ehome but to acquire the ablhty to work w;th
new materials developed by domestic textile companies if they are to survive in the
" stronger competition that has developed o : : '
- In order to sew fabric made of the new materlals aeeumulatlon of knowledge of
how to work with those materials, introduetion of h1gh performance sewing maehmes, _
and teehnologmal nnprovements are being made

iii) Shortage of lahor

- The companies that opened factoues in Aomon and Akita confront the same
medium- to long-term problems there that are found elsewhere in Japan regarding
~labor supply: agmg of the workforce, a decline in young female rural workers,
~ migration of young persons who complete htgh school to urban centers, and, in genelal
“a shortage of suitable workers. - . ' :

_ - SMEs also have been obllged to adopt a 40- hour work week that is

dlsadvantageous to them relative to lalge companies.’ Although the trend is for a
decline in domestic demand for products from these factones that in turn reduces
labor demand in absolute terms there is a shortage of low-cost lab01 .

iv) Shortage of hi-tech worker_s
Through the plesent productlon in the mdustry has heen based on plecework
E wnthout due regard to what changes in the compehtwe environment mean for that

B practme and consequently the 1ndustry has failed to develop workers with hi-tech
skllls ThlS 31tuatlon is a barrier to 1eform and plogress away from the plecewoxk o
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system. _

Fostering of workers who also have planning, sales and designing capabilities
in addition to high-tech skills are being made under cooperation with technical
educational schools, technical supporting organizations, textile manufacturers and
retailers. ' -

V) Need to get away from piecework production

As a means of improving competitiveness against imports, firms in the
industry are making their own efforts to shift away from doing sewing as directed by
apparel makers and towards development of their own ‘mands and integration both
forward (marketmg) and backward (design). .

In doing this, however, they are restrained by the hmltatlons often inherent to

' SMEs, and the lack of sophisticated production equipment. S '

This makes it difficult to produce high quality goods en a sustamed basxs

Inadequate education of employees also is part of the problem.

vi) Promot.ion of joint or associated efforts

- The requnements of the age are sueh that 1nd1v1dual ﬁrms in the mduetry
(doing piecework) are no longer viable as independent firms. Unless 1nefﬁc1enc1es are
- eliminated by means such as joint or associated efforts by related firms, in areas such
as mformatlon seeking productwn orders, and purehasmg raw matenale or supphes
' not many firms will be able to survive B : : DL
- Weak nnter—ﬁrm linkages are hampermg adoptlen of such arrangements

b. Issues confronted by the sewn geo_ds industry, and future measures

Figure 2-5 shows a schematic arrangement of the issues that the indusiry is
confronting, and future or anticipated measures, Most subheadiilgs below cerrespond_ -
to the items in the figure. o S : 7

Sewn textile goods productwn has been shlftmg w1thm the developmg _
"countries to those countries offering progresswely lower labor costs (or greater

comparative advantage in labor cost). - During the 1960s, exports from South Korea

~and Taiwan rose, but growth thereafter shifted to Thailand, Indonema, and now is

strong for China, Bangladesh, Sri Lanka and Viet Nam, L

- The countries that are losing productxon in this mdustry are in the same -
position as Japan was in that they face the need to carry out structural reforms and .
take other measures on behalf of the industry. : e R

Thus, the recent and current situation in Japan and Japans experlence,

should be of consxderable value to those countrles : '

On the basns of the assumptlon that Japan should not be totally dependent on'. A

~ overseas sources of supply of apparel but should retain a certain percentage of
domestic market supply capacity within her own borders the followmg measures must '
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be taken. :
If efforts are made by individual piecework-production companies acting on
" their own none of these measures can be successful. All of the measures require joint
efforts, cooperation, localization, and sharper definition of the industry as a coherent,
integrated par£ of the communities (Aomori, Akita) to which they belong.

The prefectural governments, the Aomori Small Business Promotion
Corporation, the Aomori Prefecture Apparel Industry Federation, and the Akita
Prefecture Apparel Industry Prometion Council implemented or led implementation of
the measures. : '
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Figure 2-56 Issues Confronted by the Sewn Goods Industry, and Future Measures
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i ) Coping with overseas competition

A shift is nceded in the direction of production characterized by these factors:
small-lots and wide varieties of goods; quick response to market requirements or
conditions; shorter delivery times; higher quality, and higher price.

This amounts to a large number of operational requirements. The ultimate
objective is to be able to do all the work to make even a single item of clothing.

ii) Coping with new materials

_ A large and increasing number of materials are in use as a result of the
influence of fashion. It is necessary for domestic industry to be able to work with the
new materials, as a means of differentiation relative to overseas competitors,

Many of the new materials are thmne1 than those the3r 1eplace makmg them
difficult to handle in the production Process. .

Without having an accumuiated body of experience, pmductwnty in working
with these materials will be low. Nece331ty therefore exists for establishing in the
factories and production processes the advanced technology needed to efﬁclently work
with the materials. L . :

Improvement or development of employee skills, mtroduction of high-.
 performance equipment to the productlon line, and fundamental study of the new

materials are being undertaken, o B

i) Securing workers

Even taking into account the declining trend in domestic production of -
garments to decline, the sewn goods industry still conﬁonts a shor tage of low-priced
labor. : - ' S : .
To counter this problern the sewing -industly as a whole (nationwide) has
' arranged through the Japan International Training Coopelatlon Orgamzatmn (JITCO)

~ to bring 2,000 short-term trainees to Japan :
They stay for three years working as trainees the last two after a year at
' studying the Japanese language and other subjects. The number of such trainees is
. expected to increase in the future. Other measures to he taken would include
: provldmg day care centers and food serwce facﬂltles at the productlon plants. .

- iv) Developing hi-tech workers (in-house training)

Unless hi-tech workers are avallable the mdustry w1]l not be able to succeed in

- advancing to hlgher-margm operation and achieve a conversion from merely executmg

orders to companies that can plan. make and market products '

_ Advanced skills in such areas as product planning, desngn and merchandlsmg

o through the use and. cooperation of vocational schools, 1ndustr1al adwsory ageneles,
' manufactulers and retallers are bemg undertaken :
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v ) Beeoming high-margin companies

Profitability can be improved if the companies are capable of developing and
managing their own brands, and developing their own sales channels.

In order to do these things the companies must improve their planning

capabilities. Development of several brands has been begun under the auspices of the
Akita Prefecture Apparel Industry Promotion Council.

Studies are also being made of changes in mechanization for attamment of
higher production efficiency, improvement of technological levels, and improving the
organization of productlon and product distribution in order to attain higher QR
ablllty ' :

vi) Changeover from accepting pieeework to making speci'al' products that can sell

The fundamental pattern of conducting business must be modified.
Compames must change from passwely acceptmg orders to be fulfilled by piecework to
actively planmng, designing, producmg and marketing their own special products.

. To do this, the companies must hire and develop designers, patternmakers and -
aéqmre ability in selecting fabrics, to the extent that they can expand their business
aetmtms and create products that can be sold to apparel makers as concepts backed by
productlon capability. S ' . :

In the industry it is said that there are many desagners and patternmakers who
know little about sewing.

" But companies experienced in sewing can go back to the appalel makers and
exp]am that if a certain desngn is modified in a certain way, it can be sewn better, L
"fastel or cheaper. : : - Co I . :

' _ This would mean an 1mp10vement in the status of the cempames in the -
mdustly Attainment of parinerships with apparel makers through advances such as

- this will be one step towards strongly establishing capacity to plan, deslgn and then
merchandise for retail (mcludmg direct) sale of olothmg

o vil) Acquisition and use' of information and equiprneht and systems

The dlstnbutlon (wholesale and retall trade processes) and productlon of goods
is becommg increasingly information-intensive. Eqmpment and software not now in
hand must be acquired and 1mproved or replaced from time to time. S _

This is particularly important if for example the mdustry w1shes to attempt .
direct sale of its goods v1a the mternet C : :

. ¥iil) Inter-ﬁrm eooperation :
Study is bemg made of cooperatmn among ﬁrms for bookmg orders purchasmg, '

and shipment of finished goods, as a means of reducmg waste. Jomt use of facnhtles
" and equipment is also being studied. - '
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2.3 Examples of success in development of the sewn textile goods indusiry: Atiracting new

~ A schematic representation of the process whereby two prefectures succeeded
in attracting new investment is provided as Figure 2-6.
_ This effort was based on the concept of "one factoi‘y for one town or village" for
which support was provided by the national and prefectural governments.
Details are as below, with subheadings keyed to the figure.
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a. Attraction of investment on the basis of the “one factory for one town or village”
concept

i } National policy related to the attraction of industry

National policy related to the attraction of industry on the basis of the “one
factory for one town or village” concept was formed in 1861, the year that the Law for
Promotion of Industrial Development of Lagging-Development Regions was passed and
the National Income Doubling Plan was announced.

At the time, the central government thus had new pohcles for promotion of
regional economics.  Thercafter the following policies were announced with the
objective of promoting the economic and industrial development of remote and
agrarian regions: Emergency Measures for Remote Regions (1970), Law for Promotion
 of Introduction of Industry to Agricultural Areas (1971), Industrial Vision for the
. Tohoku Regional Industries (1931), and Law for Special Measures for Vitalizing

Remote Regions (1989). . o ' .

ii) Policies for attracting investment

Palallel to the national pohcles the Aklta Prefecture government in 1961
formulated “one factory for ane town or v1llage concept as a way of attractmg
investment, o : S CL : .
~ The prefecture, in the following year, passed an mdustual development
_ regulatron and the year after that adopted a master plan for development In 1971
~ the Plan for Introducing Industry to Akita's Agrlcultural Reglons was adopted and is
still in force.

iii) The “one factory for one town or village” concept

- The policy of promoting “one factory for one town or village” was vigorously
' promoted by the national, prefectural and local governments as a means of attracting '
industry to economically underdeveloped rural or provincial chstncts
Results during the 1960s were concentrated in Akita Prefecture At this time,
almost no results were obtained for Aomori Prefecture, which is even more distant
from the Tokyo metropolitan region than is Akita. During the 1980s, however there
was an mcrcase in the number of companies attracted to Aomon

The prefecture up to that time had sent busloads of school graduates each year

o _to seek jobs in the sewn textile mdustry in Tokyo's Ryogoku area. Then Akita

" Prefecture attracted the sewmg mdustry in Ryogoku area as well as those in G)fu
7 S‘utama Chiba Prefectures. - SO S : o
The Tokyo office of the Aomon and Akita prefectural governments hecame vcry
_active in promotmg their prefectures as locations for industry, and the companies that
. were attracted as a result were dlspelsed in keepmg with the “one factory for one town -
or vrllage concept ' . ' a
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b. Subsidies for attracting investment
i ) Support for hiring

Subsidies available on the basis of (a) needed to sustain emp]oyment levels and
(b) needed to help create new jobs were utilized. For the latter, from ¥ 50, 000 to
160,000 per person was provided to employers for the first year of employment, when
emphasis is given to training rather than actual ploductwe work.

ll) Supp]y of land or building space

When avallabie and smtable vacant land and bulldmgs, such as (1!1 the lattel
case) former schoolhouses or gymnasiums, government. offices, telephoue exchange
buildings and the like were made available 1n full or part for use by the new
companies. — : :

- Rent for land or hu;ldmg space was not chalged for the 1mt1al three years of
use, and if the land or buildings were purchased by the new company, the sales prices

would be reduced by two-thirds.

~ Low- interest, long term credlt was made avallable for putchase of these
properties. ‘ : .
Further, prefectural subsndles were ava;lable for modlﬁcatlon of structures,
thlS was based on the need to assist economic actwlty in 1emote areas.

e Bmldmg materlals from demolished schoolhouses were made avaﬂabie for use
free of charge. - S : N
When factories or parkmg lots had to be en]arged city planmng restrlchons '
were eased. :

- {ii) Improving roads

- The cost of improving local roads to the site of the new factories was borne by
- the local town or v1llage

i) Low interest, long -term credlt

Avazlablhty of preferentlal credlt for acqmsltmn of productlon eqmpment was
famhtated :

N ) 'I‘ax incentives -

" Asa tax mcentwe, the ﬁxed assets tax was reduced to 2010 er to a quarter of
the normal level for a ﬁxed perlod and kept ata level of half that of normal thereafter
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" ¢. Results

The situation regarding the deliberate effort to attract and keep sewn textile
goods companies in the region is best consideved in two phases: the period up to 1992
when the industry developed into a core industry in the prefectures, and the present
(after 1992) when the influx of imports and post-bubble drop in domestic demand led to
a decline in production. '

1) Development up to 1992
The sewn textile goods mdustly became a core mdushy in the prefectures.

_ _’l‘he economic contribution that was made was monumental.
The scale of the industry in Akita in 1992 was:

Numbel of establishments: 933 -
+ Number of w_orkers 27,179

* Value of shipments: 107 billion

- Moreover, the position of the mdustry in the entire manufacturing industry of
- the prefecture, in 1992 was as follows. The hlgh percentage for employment is

particularly important. S
+ Share of establishments: 24.0%

~* Share of workers: - - 23.2%

. Share of shipnientsf N C 0 B6.8%

Further anothe1 effect was the 1mp10vement of interdependence hetwecn local
agllculture and fishery communities and the sewn goods companies, by means of a
'cycle w hereby the former provided sustenance (food) and the latter provided cash
mcome opportunities. - :

' In the regions concerned, the expre5310n “we're makmg textile goods in the rice
paddies, and making rice in the textile industry” came into use. 'There was a decline
- in the outﬂow of people seekmg work whmh was a mgnlﬁcant benefit.

ll) At present (aﬁer 1992 1n1997)

By 1997 the seventh yea1 of post bubble economic weakness, there had been a
_ dechne of 30% in the number of workers and value of s}npments relative to the 1992
levels. | . S '

The scale of the newly attracted ﬁrms neveltheless, was as follows .Shares of
- the attracted sewn textile goods mdusl:ry in prefeetural totals (shown in parentheses)

" were about 30% for both workers and shipments value. From this it can be judged

that allowmg for the broader econormc effects the results of attractmg new businesses
to the prefecture were good :

Enterprlses e 84 (11.6%) _
+ Workers: . 5426 - . . (28.2%)

' Shlpments PR 24.4 billion (31.4%)
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2.4 Examples of success in development of the sewn texlile goods industry:  Support

systems, after 1992 (Aomori, Akita Prefectures)

For the convenience of those who use this report, the support system of the
supporting organizations for the sewn products induétry subsequent to 1992 is shown
in Figure 2.7 as an example of success. Although the results fell short of objectives,
the method of approach certainly deserves attention, : '

In Figure 2.3 we show the level of shipments by Akita's sewn goods industry; it
“is down by about 30% from the level of 1992, “This alarming change has led to
countermeasures by. both the government and privaté sectors, with the former acting
at all levels from the prefecture down.
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- The countermeasures are being led by the Aomori Plefecture Small and
Medium Business Promotion Corporation, the Aomori Prefecture Apparel Industry
Federation, the Akita Prefecture Apparel Industry Promotion Counecil, and the
prefectural Tokyo Business Support Center.

1) Cooperative activitics

 The Apparel Compames Union has been formed as a new or gamzetlon to assist
the compemes to move away from being passive piecework ‘order-takers. The
undellvmg objective of this body is to start with facilitating joint use of sewing
facilities, to be followed by joint efforts at booking orders, making shlpments doing
- planning, engaging in production, selling the finished goods, mspectmg products and

ultunately possess independent brands. :
"  Brand-related activities have already begun.' There have been promotional
~ efforts on h.ehalf of “Aomori fashion,” and fashion which metches Speciﬁcally the
northeastern part of Japan _ ' '

Fashion shows using company employees rather than professwnals as models
have been held, and plans have been stud:ed for sellmg Aomorl -origin fashion wear in
major shoppmg districts in the prefecture. . :

- An “Italian Tsugaru Apparel Study Group” has been formed and a Japan-Korea
apparel symposmm has been heid to deepen understandmg of the wearing apparel
‘mdustr) _ : '
Regardmg joint- use of production famhtles what 15 unde1 con&deratnon is
“establishment of a Textlle Research Lab or similar body that would install advanced
equipment that 1nd1v1dual compames could not easily justify buymg, such as CAD
CAM and spongmg equlpment or specialized sewing machmes

: ii) Subsidies for acq'uisitiori of pi'oduction eqoipment

Low mte1est Iong term oredlt for pulchase of eqmpment or ﬁn leasmg_
equlpment is bemg provided. '

. i) Subs_idies for research and development

By way of research and development act1v1t1es on behalf of SMEs, Aklta
Prefecture has been provldmg sub31d1es called * Techno satellite Enterpnse Nurturmg _
Project”: the maximum amount per case is ¥ 1756 mllllon which is split in three equal
shares among the prefectural government the local government and the Sponsormg '

_company. : : : -
: ~ 'The fo}lowmg examples may be clted for what has been done in the sewn'
products industry. : S : _
R First, there has been work at development of a dev1ce that would automatlcally :

position and stack parts after cutting. The concept ongmated in a company and a
local umvermt_v is domg the development work. - The R&D have not been completed
“and at least palt m]l be reported in co]lege student theses
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Second, work has been done on an automatic cutting device that matches
patterns. This too was proposed by a company and the technical work and building of
a j)l‘ototype are being done outside the firm. It is reported that wok is almost
complete and is expected to be successful.

iv) Subsidies for joint problem-solving programs

The prefecture will support up to half of an expenditure of ¥ 2 million when
four or more companies wish to use a working factory or a public testing and
experimentation station for solving joint probleine; the subsidy is applied to the travel
and lodging expenses of an instructor, the instructor’s honorarium, materials used for
the training progranm, etc. ' ‘

Examples of the use of this by the sewn goods industry include a Pattern Study
Group. This 1nvolved hands-on work with patterns and cutting. The purpose was to
develop understandmg of why a defect in the patiern caused faulty sewing.

v) Training seminars
'- 'I‘raining eeminars have been held on the followiné -topics; o

Textlle Materlals o : _ : .

Desrgners are makmg mcreasmg use of new materials but sewmg goods
makers do not neeessarll)r have much experrenee working with those materials.
~ Study by means of seminars was identified as a way to learn more about the materials
and accumulate technology; the seminar had the w01k1ng objectlve of promoting joint
knowledge of the teehnology : :

s 1\'Iult;r skilled workels o : : S

" As noted above, the mdustry must break away from dependency on plecework

and the mentality accompanying it. 'l‘rammg of skilled workers is one means towards
that end and it is multl skilled workele that are needed. '

B " These workers will have good understandmg of the upstream and downstream

processes rangmg frem design to sewing and finally sales.

At the same time, there is need for workers havmg greater knowledge in

' “horlzontal” dlrectlons rather than the vertlcal one. ‘

Standardlzatron of work : :

- Standardization of work is needed fm small quantrty, large- vanety produetmn
and for productlon based on havmg Qulck Respense Partxclpatmg compames shared
: thelr ezxpenence ' ' :

chk change ona sewmg assembly ]me

‘ Aprogram was held for compamee to share thelr experrenees in makmg a quick
_ 'change in the produetlon ]me in. accordance w1th reqmrements of small quantlty,



large-variety, QR conditions.

+ Factory visits .
To be better able to modify one’s own ploduction plOCOSS factory v1s1ts were
exchanged so that each firm could learn from the others. :

vi) Future issues; needs regarding public agencies

In addition to the above hands-on activities, the sewn goods companies have
stated that the following were desired from public agencies.

+ Expansion of the local markets :
This can be promoted by construction or enlalgement of pat king fac1ht1es at
major train stations. - Local brands can be promoted within the areas of production.
Local civil servants umforms can be made in the prefecture where they are
'employed A casual day can be declared at public offices one day a week as a means of
e\:pandmg demand for clothing.

. “Soﬂ;” support :
~ Success for activities by a sewn goods union of eompames in selhng thelr own
brands will be greatly aided by analy31s of relevant market 1nformatlon This can be
done by public agencies. Improved support for educatlonal deve]opment addltmna]
support for educatlon and development are desxred ' : '

. Support for 1mprovement in the dlstu‘oution sector and 1mprovement of QR '
capability. : . , '
- Support for estabhshment of computer network systems for dehvery and
information among the cooperatlon compames is best done at the level of the
prefecture

- 2.5 Specific Examples of Success atthe Level of the Company
 The foregomg examples of success at the level of the prefecture are_ here
supplemented by accounts of success at the mlcro level at newly attracted compames '
and regardmg the subsequent support for them : '
a. Company Y (Aomorl Prefecture, a sewmg company partly owned ‘oy a vxllage)
Company Y is owned by an apparel company, T, and the vﬂlage, Y lt makes
‘men’s wear. The village succeeded in creatling local jobs by attractmg the company -

which is now flourishing. Company T has adopted the same method in Hokkaldo, -
where it opelates a factory. -
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i ) Outline of the company

* Location: Y Village, Aomori Prefecture

+ Istablished: March 1977

* Capital: ¥ 110 nullion

+ Owners: Company T, Village Y

« Management:  The president is the mayor (part-time) of the village

* Products: Men's order-made suits, ready-made suits, coats {mostly woolens)

+ Employees: 185

+ Qutput: = - 80,000 itemsfycar :

* Equipment: - Main sewing machines, 135; gluing machine, 1: ﬂmshmg presses,
© 16; CAD/CAM system, 1; sponging machine, 1

+ Sales: : By Company T

1}) Hlstory

. ,stabhshed when the mayor at the time and the Company T plowded the
- equity, in 1977.

 The 'objeetwe of Village Y in investing in the company was fo offset the
: 'remoteness of the village's locatlon and curtail the outflow of workers; a labor-
mtensw_e business was desirable. Among the alternatwes in the sewing mdustry, the
choice rnade was to make the relatlvely demandlng men's order- made suits.

The mayor serves as presulent w1thout drawmg a saleuy Of the ﬁve corporate
officers three are members of the village council or past members of it, and serve

- w:thout pay Two are affiliated with Company I‘

_ I'actory management: A former government official and native of the v1llage
" acts as managing director of the company. The technical side of the factory is
managed by an executive who is an expert in sewing at Company T.

Management is judged to be meshing well. © Capable workers have been hired

o from the village and have been we]l trained. Stoppmg the outﬂow of populatlon has

* been successful

. ' Subsidies at the time of founding The factory building originally was a vacant
: schoolhouse and made up the owner's equity put up by the village. '
+.The wllage has provrded strong support regarding hiring, and applicants were
" tested at the village hall. Part of the hired workers wages was subsidized by a
' "central government arrangement for promotlon of employment

Current Su_b,sidi_es: the village provides an annual su_b31dy. :
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iil) Operation and management

With regard to production management and management of the factory, the
following may be noted.

Production is of small lots of a wide range of sizes (measurement combinations)
and colors, almost as if the factory was set up to make samples. Production levels are
relatively stable. ' '

The basic view is that proper equipment and facilities should always. be
avaslable and work should be highly standaldl?ed On this basis there are plans to
invest in additional automation. : '

An extxemely high levei of quahty is demanded as many of the factorys
pmducts are made of Miyukikeori, or woven fabric from one of the natlons best
products It is most impressive that the workels at thls factory can produce the fine
- quality that they do. Efforts have been made to implant the 58s and QC principles as
hasic attltudes of the workers and to standardlze the operations they make.

As to education and trammg, the attltudes and awareness matchmg the
production of high- grade men’s wear have thoroughly ‘permeated the workforce and
~ multi- sklll tramlng is being undertaken

Busmess eperatlons Productlon and quahty management are ﬁrmly controlled
_ and the factmy has the trust of the company's customers. Under study at present are
- sub]ects such as dlrect sale of single items to customers.

' vi) Resillts

Jobs for vxllagers The pepulatwn of the v:llage in 1977 was 4, 200 and now 1t is

3,700. Of the 700 who work for pay 100 are employed at the factory. In addition to

 this hundred 37 residents of Aomori City or elsewhere are employed here. The

employees are considered to be the ehte of the vxl]age It is ]udged that the initial
objectwe has been achleved : : :

b 0 Preducers Umon (Osaka, in an ofﬁclally supported mdustrlal park since 1960)

" Company O opened an lndustrlal park in Osaka in 1960 whmh the Small and o

Medium Enterprise Agency, affiliated with the Mlmstry of Internatmnal 'I‘rade and
Industry, designated as meriting subsidy support. - S - "
This is a large facility where about 55% of total domestic productlon of men's
wear is made. The estate has been stnkmgly successfulas an undertakmg and now is
operated on a stable, prospelous basis. S '
 As it is understood that technical factms in part1cular have been successfu]
this has been selected f01 presentation here as an e‘cample of suecessful achlevement
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This park was created on the basis of the Small and Medium Business
P101not10n Finance Law, as a case of a joint venture by SMEs, and is a rare success
" among efforts by the sewn textile goods industryis unusual in being a success.

Other than this park there are a number of examples of related companies
forming a group at a single location, but none of them have been able to do as well as

this one in accumulatmg technological capabilities. It is said that many of the others
have been unable to cope with changes in the business environment.

i) Outline of the company

* Location: - M City, Osaka Prefecture
. Established: June 1960
* Founders: Osaka men’s wear wholesale 'md tladmg compames
¢ Capital: - ¥ 222 million
_ - Owners: " 23 companies S :
~ + Products: High-grade men’s wear, smts coats (woolen wovens 'md blends}
* Employees: = about 2,000 '
« Qutput: ' About 55% of the nation’s production of men's wear

* Production equlpment

The 23 members of the Ploducels Union have in total

6,000 sewmg machines. Of central importance to all
companies is a facility having four lines of sponging
machines for use by all of the companies. Spongmg
machines stablhze fabric “ dimensions to ensurc .

precision in cutting. Centrally‘ contlolled small

"« Welfare and other facilities:

boilers are used. S , -
The Producers Union operates a dmmltory, employec

* housing and cafeteria on a joint basis. ‘There are joint
_' parking facilities a sports field and other facilities.

[Note] Sponging is a process for tleatmg fabuc prior to cuttmg The fabnc to be
- processed does not have dimensional stability, owing to variation in molstme
content and forces imported during earlier production steps. -~ ~*

Parts cut from such fabric would not have uniform dimensions, making the
- sewing process more difficult and decreasmg the value and grade of the sewn
- product. Apphcatton of steam prior to cuttmg stabilizes the d1mens1ons of

- the cloth

ll)Hlstory o

In 1960 the Osaka goVernment apploved a coneohdatlon proposal for mens
wear producers and it was decided to locate a produetwn base in H City.

- The Smal] Busmess Agency then designated the industrial park as quahfymg
for sub31d1es The park has capamty for 40 compames but at peak there were 36 in
, operatlon there At present there are 23.
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The origin of this extremely large industrial park lies in the cxperience of a
group of Osaka textile company representatives who made a study tour of America in
1952, They werc amazed at the scale of America’s textile industry, and decided to pool
their resources and make a large industrial park. .- :

Management of the industrial park: Each of the 23 participating companies is
responsible for operation and management of their own factory.

The main common-use facilities are a sponging plant, a steam collection,
supply and control system, and a technical training center. These are central
functions of the park as a whole. . - ' _ .

" Other common-use facilities are shower rooms, a hall for diverse e\ients,
education and training facilities, various welfare facilities, a sports field, cafeterias,
family housing, dormitories and parking lots. . _ L e

Vacant sites are used by the Union for shops and apartment houses that
genérate rental income. There also _ai'é a small super‘niarket, a car wash and
commercial facilities that also generate income.  Money thus obtained is shared by
the Union members. ' S L

_ Financial assistance at the time of establishment: The Union obtained 53 -
hectares of land, some of which had been zoned as.fa_l:'mland, from Hirakata City since
the city government was desirous of a large industrial park being created there.
. Site preparation work began in 1960, after the Small Business ‘Agency
designated the estate as qualifying for financial assistance. Funds for this were
* obtained from the Osaka Prefectural Government and the Ministry of International

Tyade and Industry, in t_hé form of a loan having a grace period of five years and -

repayment thereafter over a period of ten years. '

" Funds for construction of family houmng'arid dormitories werefollowed from
the Small Business Agency under the some terms. ‘ ' ' '

Subjééts for f_utu:re at.tent_ion:' The Union is interested not rné-rely in operé__ting

and managing the park but also in working to assist its companies regarding their -
© coping with market-based requirements regarding color, pattern and design. o
* There are plaﬁs for assisting the _'c.ompanies to improve their cé\pabﬂities for
product planning and technical development, in order that they will be able to supply o
consumers with high _vahie-added products that properly reflect coris_uhief preferences.
~ Funds are also to be used for developing improved in_tel_‘x_lxatiornal sensitivity so -

as to better understand the implications that fashion trends and chahgés present.
iif) Results

In many instances, the central function of an industrial park is limited to such

basics as supplying utilitiés ;ihd treatingf’waste w‘até_r. C o T
o In the case of this particular park however, provision' of sp'on'gin'g'e(iiaipment is

" a more significant function that is central to the park as a whole. This equipment has



made a highly significant contribution to the performance of each company.,
This equipment is a major reason the park has been a successful venture.

The reason the park has been successful is that it improved the following
functions for the participating companies. The reason is not a matter merely of size.

Improved sponging: -~ All of the companies were assured of the maximum
dimensional stability of the fabric prior to cutting. Before the sponging process, the
fabric is examined in detai} palticularly regarding moisture content, elasticity, and
shlmkage :

The data of tensile strength and elongation that has been collected constitute
an enmmous resource, used for controlling the process and theveby ensuring the
quality of cutting and the entire garment. :

" The sponging equipment is meticulously mamtamed S0 that opelatlon is
always stable. Maintaining dimensional stability of fabric means that the efficiency
and productlwty of cutting and sewing are improved. Further, the quality of the
clothing is thereby well mamtamed assuring that a corresponding high sales price is
_ Justlﬁed - By this means, a contribution has bccn made (1s being made) to corporate

proﬁts

Steam supply: The collection and supply of steam has been centralized, and
control of the small boilers at each company’s factory is centrally controlled but is
'responswe to the reqmrements at each factory. Advanced control technology was
developed for this. By this means, the Union has contributed to lahonallzatlon of
- factory operation at all partlmpatmg companies.

- Ejgg ion gnd gmdancg In 1966 Osaka Prefectule authonzed a men’s wear
vocational training school to be established in the park The term of study s two
'years and both classroom work and factory plactlce work are included, so as to enable
graduates to make men's suits. Lectures on general subjects are given by college
mstructors, whlle pattern making and sewmg are taught by experlcnccd persons

ﬁomestate companies in the park. ' ' :
* This school is authorized to certlfy student (graduate) sklll levels, and has

‘ greatly contnbuted to Jmprovmg the ablhhes of park workers '

_ If a company were to move its factory tooutsuie the estate it would have to
construct its own sponging facility. Also, it would no longer be able to avail itself of
: the vast amount of data that has been accumulated and is being put to use every day.

. Owing to a shift to overseas productlon the number 'of factories in the park has
dechned but those companies that remain are continuing to produce high- quahty,
hlgh margm QR products for the men’s weal - market.
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3. Applicability to Developing Countries and Points to consider
3.1 Sewn Textile industry in Developing Couniries

- Importo of textiles by the United States, FU and Japan in 1997 are asshown
. below. 'The share of apparel in the total is high for each. Industrially developed
countries have been increasing imports of textiles annually, and of apparel within that
larger category. '
Apparel accounts for a large share of wmld trade of textile manufactures.
The situation in Japan is shown in Figure 1-1; similar condltlons exist in the
Umted States and EU.

Textlle Imports (1997), CIF in US$ Billion

Yarn, fabric - : Apparel
EU (15 natlon) . bd.t - : 804 -
United States : : 12.4 50.3
Japan ; 1 5.8 ' ' 16.7

‘ The source of most of the appdrel :mports is the developlng countrles as a
whole. anmples of i moreases in export growth achievements by product type and by
_Asmn countries as glvon in a recent J ETRO report are as follows

Clothlng by Bang]adesh . o
~ Exports in 1997 were US$5 16 billion of whlch 73% (USS 3. 78 h;lhon) were
apparel :

Clothmg by Cambodia
... Ofthe US$603 million of exports 64% or US$390 nnlhon were apparel (1998)
Glowth of expm ts to the United States stands out

’I‘extlles and clothlng bv Sn Lanka
Of the 1998 export value of US$4 ‘74 billion 52% was clothmg

'I‘ho toplargest nnporters of apparel in the EU group are as shown in 'I‘a‘ole 3-L
Flgure 3-1 shows the trend of apparel exports from the ASEAN group by
o destmatlon The ma;onty is sent to the Umted States, EC Japan and the Middle
- Dast '

'__I‘he fo_lio\_virig isa révie_ﬁy of changes among textile goods oiporter'couotries.

,_—_1'84.-5



Table 3-1 XU's Top Ten Clothing Supplicrs (1994)

Pullover T-shirts Blouses Dresses Skirts Trousers | Overcoats ngif:'s
1 |Turkey Bangladesh {India India India Tunisia China China
2 |Hong Kong |Turkey Hong Kong |Turkey China Morocco Poland India
3 |Indonesia [China Turkey Hong Kong |Turkey Hong Kong |Turkey Turkey
4 |China India Poland Morocco Morocco Turkey Romania Poland
5 {Bangladesh |Mauritius {Malaysia  |Tunisia Tunisia China Morocco Morocco
6 [Morocco Heng Kong  [Morocco China Poland Pakistan Tunisia Tunisia
7 |Mauritius  |Tunisia Sri Lanka |Poland Hong Kong |Poland Hong Kong JRomania
8 |Korea Morocco Tunisia SriLanka |Romania Romania Hungary  |Hungary
9 |Macao Indonesia |China Romania  |Hungary USA Croatia Stavenia
10 |Taiwan USA Romania Hungary Croatia Hungary Slovenia Croatia

Source :  Textile Qutlook International, March 1996




Figure 3-1 Export Destinations of ASEAN Clothings
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Up to the middle of the 1970s, Japan was a substantial exporter. Thercafter,
the major exporters that emerged were South Korea, Taiwan, and China, after which
“export activity moved to the ASEAN countries, and thence to Bangladesh, Sri Lanka,
Viet Nam, Cambodia and Laos.
- At present, exports by South Korea and Taiwan are declining, in the same way
as Japanese exports declined years ago. They testify to the process of shifting of
production to low-labor-cost countries. :

Countries suffering from such a loss of industry have no resource but to
- undertake reforms and reconstruction. Indonesia, that has ehperiensed such a loss,
has also been hurt by devaluation of the Rupiah resulting in a major decline in appalel
exports,

At the present time Indonesm 1s attemptmg not only to maintain business as it
used to be and merely produce to fill orders from abroad, but also is studying how to
- develop national design capabilities and export goods having higher value added.

_ Countries such as this will benefit greatly from Japan’s experience.

"~ There are several stages in the developrhent of the sewn textile goods
industry in developing countries, and whatever the timing and duration of those
~ phases, the countries will go through essentially the same processes as Japan has

experienced. '

Durmg the years that the Japanese mdustry developed the sewing machines
" that were used were primarily industrial maehmes purchased from the United States.

Mfmy of the machmes thatwere beught weresecond-hand, and it was necessary
- for compames to obtain allocations of scarce foreign exchange in order to import
replacement parts for them. ' :

* In the developing ceuntrles of today, howevel many of the machines were
aequired to produce for export markets, and are of recent make. This is a significant
- difference between those countries at the present stage of decline or loss of productmn
to lower-cost countries and Japan when it was at a comparative stage. _ e
' In thls respect not all of Japan s experlence is relevant to these other
' countrles ' PR ' : '

32 Slgmﬂcance of Promouon of the Sewn Textile Industry (SME Sector) in Developlng
Countnes R :

As stated abeve the qhare of apparel in world textile trade is hlgh and
mcreasmg The gmwth of apparel exports is the growth of appalel exports from

Ty developmg countrles to the mdustrlall) advanced natlons

Apparel exports from the developlng countnes are made prlmamly by the

. followmgprocess '
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Apparel importing companies plan sales of apparel according to a sales
program. : :

The importing country acquires the fabric and accessories needed for that sales
program, and sends them to the production points in the developing country.

The apparel is made (processed) and exported to the destination country.

The importing country (source of the fabric) relies on the downstream
processors, the developing countries, for sewing, high downsiream labor cost
- components. - Midstream and upstream work such as involving production of yarn and
- fiber is retained in the country where demand is.

This is how the textile industry is divided between an importing country and
- an exporting country. ' -

The reason for the expansion of apparel trade is therefore thought to be as
~ follows. ' ' o ' E

In the case of apparel, because the labor cost component is high, production
shifts from high labor cost countries to low labor cost countries. For this reason
“exports from low-cost countries and imports by high-cost countries grow.
© Tt is the presence of a low-cost labor force that makes apparel exports possible
and apparel exports amount to the export of labor that has added value to the imported
fabric and accessories. : co ' : : :

Ae is explamed above in the case of attraetmg companies to estabhsh
productlon plants in Aomori and Akita Prefectures, if a labor force is present it is
relatively easy to start produetlonoperatlons and relatlvely little investment is needed
to expand output.

~~ Further, appai-el is an expo'r_t industry and for those developing countries not
endowed with rich natural resources other than that residing in the manual dexterity
- and skills of the people, productlon of clothmg can be an excellent means of obtaining
forelgn currency. ST : : : : : '
Theiefore, the 31g111ﬁoance of promotlng the sewn textile product mdustry in
developmg countrles is hlgh SRS

3.3 Diﬁerences Between the Sewn Textale Goods Industnes in Deve!oplng Countnes and :
_ Those of Japan

S_t_@ge__qf_dﬂelegme_n_t of the sewn textlle mdustrles is one of the dlfferences
" between the industry in deve]opmg countrles when compared to that of Japan.

The industry in Japan underwent great development up till 1975, but from
then it stagnated and thenstarted to decline. In contrast the mdustry in developmg
countries has contmued to develop durmg this penod when Japans mdustry was
declining. -~ : : - '
Phus the dlfference in the stage of development is great w1th themdustnes in
developmg countries exportmg mcreasmg quantltles to Japan whnle Japan's mdustrj

188



struggles to preserve a presence in the domestic market for sewn textile goods and
particularly wearing apparel.

The varieties produced are a second point of difference. Japan's domestic
industry primarily is ploducmg short- delivery-time, high-quality, hlgh -price (-margin)
clothing (mostly men’s wear and womien’s wear).

The types of apparel exported from developing countries, by way of contrast,
- are almost all types of apparel, low in price and are not subject to tight delivery
~ schedute 1'eql1irernents : :

Regarding the destination of produ :gts most of what is made in Japan is sold in
Japan’s domestic market, but most of the output of developing countries is exported.

Therefore there are great dlfferences in the varieties of goods produced (some
items bemg made in other countnes are not made i in Japan)

chardmg prgdugtlon sC ale the developmg countries possess large-scale
facilities not present in Japan; thls is lmked to the type of product aml market cach
producer nation makes and sexves.

'I‘e hnical leyel in Japan is hlgh and the products made in Japan require the
: apphcatlon of advanced technology. Products not requlrmg hlgh levels of technology
thatare made in the developmg countries. : : :

- Recently, however, the technologlcal level of the latte1 has been rising and in
the industry the opinion that there is no longer a great difference between the two has
' gamed in strength -

Acgulsltign_of fabr;g and secgndary matena mputs (buttons tummmg,
fasteners, etc.) and especially when export products are to be produced is often difficult

- inthe developing countries.

Compames producmg sewn. textlle goods in develomng countnes often have a
: ‘_ep,lial,ﬂﬁl_at_mn with larger companies in the 1mporter countrles o1 destmatron
- markets this is not the case with Japan ' - :

. 3. 4 Examples of Success in Japan and Pomts of Cautlon When Applymg That Expenence
“in Developlng Countrles - L . .

In view of the analyms in 3 3 1mmed1ately a‘oove, cautlon must be exerclsed in
attemptmg to select and apply a Japanese case study to developmg countrles

L In the future, the center of worldwule apparel sewmg operatlons w111 contlnue'

to move to countmes w1th low labor costs, which often lack resources to support modern

_ mdustmal activity. These countries are characterlzed by a low hteracy rate among
' workers poor mfrastruoture ‘and the absence of eftlc1ent customs clearance service.
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The sewing of apparel products is essentially the assembly proeess where a
large number of raw materials and parts must be put together accurately and
efficiently according to imstructions. The quality of sewing work, therefore, is
governed by the quality of workers who are expected to understand work manuals and
act accordingly. -

To promote development of the sewing industry in these countries, there are a
number of problems to be overcome. Some of them are related to fundamental aspects
of transforming the country to industrial society, which are different from those that
occurred in the development process of the Japanese Se\ving industry. - Before
applying Japan's ekpelience, therefore, these fundamental issues need to be addreISSed
Unless these issues are defined clearly, it is very dlfﬁcull: to offer admee on how the
Japanese experience can be apphed ' :

Secondly, key success factors must be extracted from the analysis of sewing
industries in various developmg countries in terms of their development stage pattern
and goal. ' :

In countries where the sewing industry has established itself as a _rnajor
_industrial sector, two issues need to be addressed. First of all, the industry and its
growth must be sustained as long as possrble to ensure its contnbut:on to the national
* economy. Secondly, as the successfully sewing 1ndust1y mdlcates that the eountry has -
achieved the first stage of industrialization, it must he effeetlvely used as the basis of _
ptomotmg the advanced stage of mdustriahzatlon : ‘

To ensure sustain'able growth of the sewing industry, com‘petitiveness needs to
be raised in the key areas other than labor cost, namely quality, delwery and
" cost.against countries that catchmg up with lower labor costs.  For instance, quaht)
originates from higher skills to produce appalel ploduets that are thought to requlre
the advanced leve]s of technology possessed by the Japanese mdustry

- As for delivery, development of infrastructnre (transportati_on network) and the
improvement (streamlining) of customs elearanee proeedures are deteri’nining faotors
and require a systematic approach. ~ Also, development of a flexible produetlon system
and an advanced distribution network (mcludmg the use of IT) will play a crltleal role
in enabling the industry to make quick response to the ‘market needs In fact this is "
the area where the Japanese mdustry stuyes to establlsh lts competltlve edge.

Fmally, to promote the next stage of 1ndustr1ahzatlon development of the '
sewing industry (downstream) needs to be extended to textile mdustry (upstream)

such as dyelng, productlon of yarns, fabrics and other raw materlals For 1nstance, if

- the sewing industry uses 1mported fabrics and other materlals (buttons, etc.), the next
step is to dye, cut and sew fabrics made from local matenals and threads . Then,

export items can be expanded to yarns and fabrics. Japan has used the textile and . -

synthetic fiber industries as a major sprmgboard fOl development of the postwar_'
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ecconomy by encouraging exports of sewn products, fabrics and yarns, which
contributed greatly to the country's impressive economic growth.

The characteristics of the sewing industries in developing countries, as shown
below, vary largely, and therefore it is necessary to design cooperation according to
such characteristics.

Where it is only sewing that is being done: A classical ease would be that of a
producei‘ receiving a package with all of the cut parts, accessorvies and supplementary
materials, and the producer does nothing other than assemble and sew or attach the
components.

Such cases tend to be found when the parts are provided hy a foreign company,
- and the production company is owned only by parties from the developing country. In
such a case, it is difficult to justify official development assistance.

' ewing' in_an integr atgd factory: In fouuelh centrally planned economies,
~ textile pmduct factories are often owned by the government and are mtegrated

enterprises, engaging in spinning, weaving, knitting, dyeing, finishing and sewingasa
~ single integrated process (or set of processcs) An example is a certain large factory n
Viet Nam. :

_ There are almost no examples like thls in Japan. Therefore when a case of
success in Japan is to he apphed where the factory in the developing county is an
o mtegrated one, special considerations must be made.

~ Sewing fg,(_:tdri between the above two cases: The above-mentioned two forms
of production also have a number of intermediate forms; it is necessary for there to be
~ an inquiry made into the form of production if a Japanese precedent is to be used.

: In the case of a s ewn textile goods industry that starts with raw materials for

textiles and adds value by producing apparel, the following should be noted. In the
" case, for example, of a éountrj( that produces cotton as a raw material for textiles, that
' ~country would hkeiy either export the cotton or spin it to make yarn and fabric for
' export . .
N The objectzve properly would be to add value to the raw material through use of
labo_r and to make sewn products from the domestic cotton, :

The above sntuatlon is frequently seen in formerly somahst courm ies. Syria is
one example ' : ' :

Syrla is a producer of cotton It has low labor costs, and the enormous
European market i is not far away. M1dstream and downstream mdustmes are not
'. developed nevertheless so Syrla exports cotton.

_ "~ The natmnally owned textile enterprlse(s) that i is mostly upstream and the
pnvate text1le enterpnses that are mostly midstream and downstleam are not
. mtegrated : :
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It is thought that the experience gained during the past 50 years in Japan
would be of great significance to a country such as Syria.
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