
ABSTRACT 

FREDERICK, STACEY ELIZABETH. Development and Application of a Value Chain Research Approach to 
Understand and Evaluate Internal and External Factors and Relationships Affecting Economic Competitiveness 
in the Textile Value Chain. (Under the direction of Nancy Cassill). 
 
 Textile firms’ compete in a global, rapidly changing economy. In this environment, stakeholders 

cannot be complacent; they must continually upgrade their skills and seek more sophisticated advantages. To 

develop a sustainable strategy requires a holistic understanding of past and present dynamics affecting the entire 

value chain on a local to global scale. Yet due to changes in industry-specific and economy-wide business 

dynamics, the textile complex lacks a holistic, standardized model that represents all sectors and stakeholders. 

 The purpose of this research was to fill this gap by developing a conceptual framework and research 

process that provides a comprehensive view of the forces driving change in the organization, geography and 

relationships among stakeholders throughout the value chain. This framework underscores areas that are 

increasing in importance in the textile complex including pre- and post- production activities and network 

relationships. The research approach is built on a visual representation of the value chain structure that allows 

information to be easily analyzed, visualized or compared to other industries. Together, the visual and 

conceptual models can be used to show how different parts of the chain are connected to each other. Firms and 

economic developers can use this approach to predict future competitive dynamics and to develop sustainable 

upgrading strategies. 

 This research was accomplished in three phases. First, secondary literature on existing chain-based 

industrial organization research approaches were reviewed. The two main streams of literature, strategic 

management and economic sociology, were compared to identify similarities and differences in research 

frameworks, models and processes. Results indicated that despite different analytical lenses, the two approaches 

were quite similar and are often used interchangeably by research practitioners.  Next, key features from the 

sociological approaches were added to the business and management strategy formulation models. By 

combining the complementary elements of these approaches, a new, industry-neutral research approach 

including a research process, conceptual model, and visual representations were created. Finally, the new 

research approach was applied to textile value chain and the research process was carried out to understand the 

competitive dynamics facing the existing structure of the North Carolina textile complex. Results indicated that 

the North Carolina textile complex has a strong base of textile firms and a strong presence of members of the 

supporting environment. Yet, the industry lacks physical presence or linkages with important downstream 

buyers or lead firms. Furthermore, the industry lacks full-package, flexible, scalable, network operating 

structures. The industry would greatly benefit from increased marketing of existing capabilities and an 

infrastructure that can facilitate collaborative efforts along the chain and among firms with complementary 

competencies. 
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Chapter 1: Introduction 

 The textile complex lacks a comprehensive, widely accepted, standardized model that represents all 

sectors and participants of the industry. This can be attributed to several factors from within the textile industry 

and the broader business environment. Within textiles, the diversity of raw materials and processes that can be 

used to make textile products combined with a growing number of new markets exploring the advantages of 

fiber-based inputs over traditional materials has expanded the generally accepted notion of what is considered to 

be part of the textile industry. In the business environment, the corporate structure of firms has changed. Not 

long ago, large, vertically integrated firms were the standard; yet now, the average firm is much smaller, more 

specialized, and geographically dispersed. This has created the need for firms to work together through a variety 

of network relationships that vary from arms length transactions to complex licensing agreements. These factors 

combined with the recent advances in communication and transportation technologies, have resulted in a 

fragmented, and commonly misunderstood textile complex.  

 The traditional strategy formulation process focuses on the micro-level of competition, in which the 

firm is used as the main unit of analysis (David, 2008; Wheelen & Hunger, 2008). Currently, there are only two 

layers of analysis in the strategy formulation process. These are internal factors that are directly controlled by 

the firm, within the firm (micro-level), and external factors that are controlled by market characteristics and the 

business environment (macro) with little control by the firm. 

 A new way of thinking about industrial organization is needed for both firm strategy development and 

location-based economic development. In addition to the micro and macro levels, a meso-level of factors is 

needed to fully evaluate global textile dynamics. Furthermore, analysis should include the relationships 

between each of the three levels, and how each has changed over time. In order to conduct a comprehensive 

analysis, each of the following dynamics should be examined: 

• Internal and external sources of power 

• Internal sources of control and relationships within inter-firm networks  

• External impacts of local to global social, economic and political institutions. 

 This research combines concepts from economics, sociology, geography, and management to develop 

a value chain (VC) research approach. A value chain approach is useful because it allows the focus of analysis 

to be shifted from the physically limited organization to the steps or nodes in the production process that are not 

necessarily organized at a single location or within the confines of a single contractual relationship. The value 

chain approach allows attention to be shifted to the entire production chain and to each of the activities of which 

it is composed (Huws, 2008). 

 To accomplish this, two main streams of industrial organization research used to evaluate 

competitiveness are compared and combined. The first field, strategic management, comes from 

microeconomics and business management. The research within this field largely stems from the work of 
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Michael Porter and other American scholars within the Harvard Business School. The second stream, economic 

sociology, comes primarily from the sociology and geography sciences. Current research within this field is part 

of the Global Value Chains (GVC) Initiative, research from a cross-national collection of scholars in the United 

States (U.S.) and Europe.  

 In the past, little dialogue has existed between these two camps. They have been combined by some 

practitioners, but not in the academic literature. Each approach stems from different disciplines with different 

research purposes, yet structurally, they are similar in several ways. Each approach seeks to explain industrial 

organization, where and how firms locate and the activities they engage in, using the concept of a chain (or 

network) as the organizational structure of activities or business functions. Each analyzes factors related to 

firms, industries, and the external environment, but do so to assist different target audiences using different 

strategies of inquiry. 

 Economic sociologies examine the impact of sociological variables on economic phenomena. This 

requires a longitudinal perspective, significant primary data collection, and case-specific analyses. However, 

this stream of research lacks a consistent, widely accepted conceptual model to evaluate value chain dynamics. 

The concept of governance is widely used, but each practitioner interprets it in a slightly different way. Within 

the literature, the term governance has been used to represent driveness, degree of explicit coordination, and 

sources of power. Governance primarily represents dynamics resultantly from sources internal to the chain, but 

it also takes account for influences from forces external to the chain.  

 Current strategic management models gravitate towards quantitative metrics that lead to concrete 

approaches to firm and cluster strategy development. Due to the ambiguity of sociological concepts, researchers 

outside of sociology tend to avoid empirically centered research. Resultantly, they miss important qualitative 

concepts such as inter-firm linkages and relationships among variables. Combining the complementary insights 

from these two streams of literature will lead to a more comprehensive framework to evaluate the strategy 

development process and industrial organization dynamics of global value chains. 

 The new process will evaluate: what firms currently do (internal to the firm), what inter-firm networks 

do (internal to the chain), what the industry does (external, industry-specific), what the outside business 

environment is doing (external, economy-wide) and where the firm or location fits into the big picture. The new 

process spans the micro-meso-macro divide, includes firms, inter-firm networks, industries, and the 

environment, and analyzes changes within and between these levels of analysis in the past and present. This can 

be used by: 

• Firms: to determine competitive strategies, tactics, and actions  

• Supporting business environment: to determine the best strategies to facilitate economic development 

• Academics: to understand and analyze the roles of industry structure, stakeholders and their 

relationships to economic competitiveness. 
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Purpose of Research 

 The purpose of this research was to develop and apply a research approach that provides a 

comprehensive view of the past and the present forces driving change in the organization and relationships 

among stakeholders in textile value chains that can be used to predict future competitive dynamics and develop 

sustainable competitive upgrading strategies. This included: 

a. Reviewing and comparing industrial organization disciplines (PI; RO1) 

b. Combining elements to develop a value chain based research approach to analyze factors and 

relationships (including a research process, conceptual model, and visual representations) (PII; RO2) 

c. Applying the research approach to the North Carolina textile complex (PIII; RO3) 
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Research Objectives 

 

Phase I: Review of Literature: research on industrial organization using secondary sources 

RO1: Identify differences and complementarities in the structural and dynamic factors that comprise 

value chain-based approaches, frameworks, models, and research processes used in industrial 

organization research. 

 

Phase II:  Develop research approach: conceptual model and research process  

RO2: Develop a research approach to analyze industry-specific and economy-wide business dynamics 

by combining and operationalizing existing approaches including: 

 Conceptual and Visual Models of the Structure 

 Conceptual Model of Dynamics 

o Sources of Internal and External Power 

o Upgrading: firm, chain, and industry 

o Value Chain Governance and Inter-firm Relationships 

- Internal Governance: Firms 

- External Governance: Institutions 

 Research Process 

 

Phase III: Apply the research approach to the North Carolina textile complex 

RO3: Apply the research approach developed in Phase II to the North Carolina textile complex. This 

included collecting and combining secondary and primary data from participants throughout the 

value chain structure and developing a plan to sustain and enhance future economic development 

and competitiveness of the local industry. 
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Significance of Study 

 This study is significant for four reasons: 

Recognizes Need for a New Research Approach in the Textile Complex 

 Global to local changes in economy-wide and industry-specific textile dynamics have created the need 

for firms and economic developers to reevaluate the way they develop competitive strategies and economic 

development initiatives. In today’s flat and global world, there is a need for new skills and a new mindset. Firms 

need to change their shape of thinking, strategies and organizational models (Fung, Fung, & Wind, 2008). 

Combines Complementary Approaches (RO1) 

 Value chain-based approaches are used in all fields that analyze industrial organization, including 

economics, sociology, geography, and management. Whereas each field seeks to focus on certain elements, this 

study shows how the core principles in each discipline are in fact, quite similar and complementary.   

Develops a Comprehensive Research Approach (RO2) 

 This study develops a comprehensive value chain-based research approach that describes the complete 

set of dynamics that cause shifts in industrial organization patterns. Currently such a model does not exist. The 

current strategy formulation process only focuses on the micro- and macro-levels of analysis. Yet continuous 

and rapid restructuring has resulted in increasing fluidity of corporate structures leading many to question 

whether the individual enterprise or ‘firm’ (located in economic statistics within a ‘sector’) is the best unit of 

analysis to evaluate competitiveness. An exclusive focus on the firm runs the risk of missing the most important 

changes, which take place at the periphery of one’s field of vision, in the spaces between companies (Huws, 

2008).  Inter-firm relationships, how firms are linked in networks, are currently not included. The model 

developed in this research includes the nature of relationships among stakeholders and their importance to the 

outcomes and competitiveness of the network. Stakeholders can use the approach to understand the multiple 

facets of the textile complex, and recognize how they fit into a larger network.   

Fulfills Need to Facilitate Upgrading of the North Carolina (NC) Textile Complex (RO3) 

 This study is significant because NC and United States (U.S.) textile firms do not fully understand their 

opportunities in the market and are not competing as networks but as individual nodes in a chain (Frederick, 

Cassill, Godfrey, & Little, 2007a; Nowell, 2005). Recommendations from recent studies on the NC textile 

complex have expressed the need to apply a more comprehensive research approach. One suggests investigating 

strategies for firms belonging to different stages of the value chain in terms of the form and impact of 

internationalization, innovation strategies, paths of upgrading, attitudes toward technology, and identifying 

governance (DeMarchi, DiMaria, & Frederick, 2007). Another has suggested conducting research on 

information sharing along the supply chain and the need to establish linkages (Cagle, 2006). Furthermore, this 

research contributes to recommendations from (Frederick, Cassill, Godfrey, & Little, 2007b) for further 

development of NC Textile Connect, a value-chain based resource for the NC textile complex. 
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Limitations of Study 

 There are three limitations to this study. 

1. Industrial organization fields: this paper only reviews research approaches applied in the fields of 

strategic management and economic sociology. Other disciplines that analyze industrial organization 

factors may have developed similar frameworks and models that are not covered in the scope of this 

study. 

2. The research approach and models: the approach developed in this study is industry-neutral. In order 

to apply the approach to other industries, sector-specific structural and dynamic factors must be 

determined and fit into the models. 

3. Timeliness: Application to the NC textile complex: the parts of this model were developed over the 

course of four years. The structure and dynamics presented in the results for the North Carolina textile 

complex may not represent the current situation.  
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Definitions of Key Terms 

Elements of the Research Approach 

• Analytical Model: an explicit specification of a set of variables and their interrelationships designed to 

represent, in whole or in part, some real system or process. A reference model is a conceptual 

representation of a system or process (Malhotra, 2004). 

• Graphical Models: analytical models that provide a visual picture of the relationships between 

variables (Malhotra, 2004).  

• Objective evidence: (evidence that is unbiased and supported by empirical findings) is gathered by 

compiling relevant findings from secondary sources. Research should be based on objective evidence 

and supported by theory (Malhotra, 2004). 

• Theory: a conceptual scheme based on foundational statements called axioms, which are assumed to 

be true. Research should be based on objective evidence and supported by theory (Malhotra, 2004). 

• Theoretical framework: a theory may not specify adequately how its abstract constructs (variables) 

can be embodied in real-world phenomenon. Moreover, theories are incomplete—hence researchers 

must also identify and examine other, non-theoretical variables. Review of the literature can revel 

criteria and guidelines to operationalize the variables. The theoretical framework serves as a 

foundation for developing an appropriate analytical model (Malhotra, 2004). 

• Conceptual framework: used in research to outline possible courses of action, to present a preferred 

approach to an idea or thought, or to provide a foundation for a study. It is a less well-developed 

structure than a theoretical framework; concepts are related in a logical manner by the researcher 

(Malhotra, 2004). 

• Research Process: a systematic procedure to examine the relationships among variables (Kula, 

Downing, & Field, 2006). 

• Economic Environment: consists of income, prices, savings, credit, and general economic conditions 

(Malhotra, 2004). 

• Legal Environment: regulatory policies and norms within with organizations must operate including 

public policies, laws, governments agencies, and pressure groups that influence and regulate various 

organizations and individuals in society. Important areas of law include patents, trademarks, royalties, 

trade agreements, taxes, and tariffs (Malhotra, 2004). 

• Societal Environment: economic, technological, political-legal, and socio-cultural environmental 

forces that do not directly touch on the short run activities of an organization but influence its long-run 

decisions (Wheelen & Hunger, 2008). 
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Key Economics Definitions 

• Comparative Advantage: (from economics) a central concept in international trade theory which 

holds that a country or a region should specialize in the production and export of those goods and 

services that it can produce relatively more efficiently than other goods and services which it has a 

comparative disadvantage. David Ricardo first introduced the theory in 1817 as a basis for increasing 

the economic welfare of a population through international trade (Hinkelman, 2000). 

• Economics: how society uses its scarce resources (Bishop, 2004). 

• Evolutionary Economics: a Darwinian approach to economics, sometimes called institutional 

economics. Following the tradition of Schumpeter, it views the economy as an evolving system and 

places a strong emphasis on dynamics, changing structures (including technologies, institutions, beliefs 

and behavior) and disequilibrium processes (such as innovation, selection and imitation) (Bishop, 

2004). 

• Factoring: the discounting of an account receivable in order to receive immediate payment. In 

international trade, factoring is the discounting of a foreign account receivable that does not involve a 

draft. The export transfers title to its foreign accounts receivable to a factoring house for cash at a 

discount from the face value. Factoring is often done without recourse to the exporter. Factoring of 

foreign accounts receivable is less common than with domestic receivables (Hinkelman, 2000). 

• Factoring houses: companies which purchase domestic or foreign accounts receivables (e.g., as the 

yet unpaid invoices to domestic or foreign buyers) at a discounted price, usually about two to four 

percent less than their face value (Hinkelman, 2000). 

• Market forces: the pressures from buyers and sellers in a market rather than those coming from a 

government or from regulation (Bishop, 2004). 

• Market power: when one buyer or seller in a market has the ability to exert significant influence over 

the quantity of goods and services traded or the price at which they are sold. It does not exist when 

there is perfect competition, but exists when there is a monopoly or oligopoly (Bishop, 2004). 

• Macroeconomics: the big picture; analyzing economy-wide phenomena such as growth, inflation, and 

unemployment. Although economists generally separate themselves into distinct macro or micro 

camps, macroeconomic phenomena are the product of all the microeconomic activity in an economy. 

The precise relationship between macro and micro is not particularly well understood, which has often 

made it difficult for a government to deliver well-run macroeconomic policy (Bishop, 2004). 

• Microeconomics: the study of the individual pieces that make up an economy. Microeconomics 

considers issues such as how households reach decisions about consumption and saving, how firms set 

a price for their output, whether privatization improves efficiency, whether a particular market has 

enough competition in it, and how the market for labor works (Bishop, 2004). 
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Strategic Management Definitions 

• Business Model: a company’s method for making money in the current business environment. It 

includes the key structural and operational characteristics of a firm related to how it earns revenue and 

makes a profit. It is composed of five elements: (a) who it serves, (b) what it provides, (c) how it 

makes money, (d) how it differentiates and sustains competitive advantage, and (e) how it provides its 

product/service (Wheelen & Hunger, 2008). 

• Competitive Advantage: how a firm competes compared to rival firms. The industrial organization 

(IO) and resource-based view (RBV) theories of organization present different perspectives on how 

best to capture and keep competitive advantage (David, 2008). 

• Core competency: a collection of corporate capabilities that cross divisional borders and are wide 

spread within a corporation, and is something that a corporation can do exceedingly well (Wheelen & 

Hunger, 2008). 

• Demands: human wants that are backed by buying power (Kotler & Armstrong, 2004). 

• Environmental scanning: monitoring, evaluating, and disseminating of information from the external 

and internal environments to key people within the corporation. Its purpose is to identify strategic 

factors. The simplest way to conduct is through a SWOT analysis (Wheelen & Hunger, 2008). 

• Explicit knowledge:  knowledge that can be easily articulated and communicated (Wheelen & 

Hunger, 2008). 

• External opportunities and external threats: economic, social, cultural, demographic, 

environmental, political, legal, governmental, technological, and competitive trends and events that 

could significantly benefit or harm an organization in the future. Opportunities and threats are largely 

beyond the control of a single organization—thus the word external. A basic tenet of strategic 

management is that firms need to formulate strategies to take advantage of external opportunities and 

to avoid or reduce the impact of external threats. For this reason, identifying, monitoring, and 

evaluating external opportunities and threats are essential for success. The process of conducting 

research and gathering and assimilating external information is sometimes called environmental 

scanning or industry analysis. Lobbying is one activity that some organizations utilize to influence 

external opportunities and threats (David, 2008). 

• External strategic factors: environmental trend with both high probability of occurrence and high 

probability of impact on the corporation (Wheelen & Hunger, 2008). 

• Industry analysis: popularized by Michael Porter, refers to an in-depth examination of key factors 

within a corporation’s task environment (Wheelen & Hunger, 2008).  A corporation must assess the 

importance of each of the six forces: threat of new entrants, rivalry among existing firms, threat of 
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substitute products or services, bargaining power of buyers, bargaining power of suppliers, and relative 

power of other stakeholders (added in this textbook only—includes government and other groups). 

• Internal strategic factors: strengths (core competencies) and weaknesses that are likely to determine 

whether a firm will be able to take advantage of opportunities while avoiding threats (Wheelen & 

Hunger, 2008). 

• Internal strengths and internal weaknesses: an organization’s controllable activities performed 

especially well or poorly. They arise in management, marketing, finance/accounting, 

production/operations, research and development, and management information activities of a 

business.  Identifying and evaluating organizational strengths and weaknesses in the functional areas of 

a business is an essential strategic-management activity (David, 2008).  

• Marketing concept: the marketing management philosophy that holds that achieving organizational 

goals depends on determining the needs and wants of target markets and delivering the desired 

satisfactions more effectively and efficiently than competitors do (Kotler & Armstrong, 2004). 

• Objectives: specific results that an organization seeks to achieve in pursuing its basic mission in which 

long-term indicates more than one year (David, 2008). 

• Organizational analysis: internal scanning concerned with identifying an organization’s strengths and 

weakness (Wheelen & Hunger, 2008). 

• Organizational structure: the formal setup of a business corporation’s value chain components in 

terms of work flow, communication channels, and hierarchy (Wheelen & Hunger, 2008). 

• Organizational learning theory (strategic management): an organization adjusts defensively to a 

changing environment and uses knowledge offensively to improve the fit between itself and the 

environment (Wheelen & Hunger, 2008). 

• Pull marketing: when an input, component, or final product supplier take new product and design 

ideas presented to them by their immediate downstream buyers or final customers; adapted from 

(Nowell, 2005). 

• Push strategy: a marketing strategy in which a large amount of money is spent on trade promotion in 

order to gain or hold shelf space in retail outlets (Wheelen & Hunger, 2008). When an input, 

component, or final product supplier develop and/or design a new product and present it to their 

downstream buyers and customers; adapted from (Nowell, 2005). 

• Resources: a company’s physical, human, and organizational assets that serve as the building blocks 

of a corporation  (Wheelen & Hunger, 2008). 

• Strategy:  the means by which long-term objectives will be achieved. Business strategies may include 

geographic expansion, diversification, acquisition, product development, market penetration, 

retrenchment, divestiture, liquidation, and joint ventures (David, 2008). 
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• Strategic factor: external and internal factors that determine the future of a corporation (Wheelen & 

Hunger, 2008). 

• Strategic management: the art and science of formulating, implementing, and evaluating cross-

functional decisions that enable an organization to achieve its objectives. As this definition implies, 

strategic management focuses on integrating management, marketing, finance/accounting, 

production/operations, research and development, and computer information systems to achieve 

organizational success. SM is about gaining and maintaining competitive advantage. The term strategic 

management in this text is used synonymously with the term strategic planning. Strategic planning is 

more often used in the business world, and strategic management is used in academia. Sometimes 

strategic management is used to refer to strategy formulation, implementation, and evaluation, with 

strategic planning referring only to strategy formulation. The purpose of strategic management is to 

exploit and create new and different opportunities for tomorrow; long-range planning, in contrast, tries 

to optimize for tomorrow the trends of today (David, 2008). 

• Strategic management: the set of managerial decisions and actions that determines the long-run 

performance of a corporation. It includes environmental scanning (both external and internal), strategy 

formulation (strategic or long-range planning), strategy implementation, and evaluation and control. 

The study of strategic management emphasizes the monitoring and evaluating of external opportunities 

and threats in light of a corporation’s strengths and weakness. Originally called business policy, 

strategic management includes such topics as strategic planning, environmental scanning, and industry 

analysis (Wheelen & Hunger, 2008). 

• Strategic Management Model: has four basic elements: environmental scanning, strategy 

formulation, strategy implementation, and evaluation and control (Wheelen & Hunger, 2008). 

• Strategic-Management Process Model: strategy formulation (includes external and internal audit), 

strategy implementation, and strategy evaluation (David, 2008). 

• Tacit knowledge: knowledge that is not easily communicated because it is deeply rooted in employee 

experience or in a corporation’s culture (Wheelen & Hunger, 2008). 

• Tactic: a specific operating plan that details how a strategy is to be implemented in terms of when and 

where it is to be put into action. They can be viewed as a link between the formulation and 

implementation of strategy. Tactics are narrower in scope and shorter in time horizon than strategies 

(Wheelen & Hunger, 2008). 

 

Economic Sociology and Organization Theory Definitions: 

• Environment (organization theories): an economic context, comprising consumers, competitors, 

suppliers, and, to a lesser extent, regulators who set the rules of the marketplace (Greenwood, 2007). 
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• Commodity chains: ‘sets of inter-organizational networks that reveal the social embeddedness of 

economic organization’ and permit an analysis of the ‘macro-micro links between processes that are 

generally assumed to be discretely contained within global, national, and local units of analysis’ 

(Gereffi & Korzeniewicz, 1994). 

• Governance structure (GCC): the ‘authority and power relationships that determine how financial, 

material, and human resources are allocated and flow within a chain’ (Gereffi, 1994). 

• Institutions: the rules that govern society, either bureaucratically, as codified in legal cannons and 

regulatory systems, or existing amorphously, through perhaps no less powerfully, in the realm of 

societal norms and voluntary standards. The rules set by institutions are derived, to a greater or lesser 

degree, by the beliefs, values, meanings, and priorities embedded in the societies that create them, fund 

them, and staff them. As a result, limits are placed on actions, and firms or managers that surpass those 

limits run the risk of sanction, creating pressure for firms to operate according to the norms and 

expectations of the societies in which they operate. Firms and industries clearly adapt in response to 

institutional pressures (Sturgeon, 2009). By setting the rules that firms must operate within institutions 

shape the creation and functions of units in market and the relations between them (Stinchcombe, 

1997). 

• Organizations (organization theories) are a central concern and are portrayed as social systems 

responding to contextual factors in pursuit of collective ends (Greenwood, 2007). 

Strategy and Power Definitions and Concepts in Value Chain Competitiveness Studies 

• Competitiveness: the ability of a firm or value chain to achieve or maintain an edge over market 

rivals. This edge can be based on price, efficiency, quality, quantity, asymmetric access to information, 

uniqueness, branding, advertising, good service, and/or other environmentally or socially valued 

standards (e.g., social marketing, fair trade practices) (Dunn, 2005). 

o Critical success factors: firm or value chain characteristics that underlie competitiveness. 

Examples of these characteristics include price, quality, uniqueness, delivery reliability, and the 

presence of inter-firm cooperation (Dunn, 2005). 

• Competitive strategy: an approach for improving or maintaining firm and/or value chain 

competitiveness over the long run (Dunn, 2005). 

• External economies: a type of externality in which some of the benefits generated by a firm’s actions 

accrue to outside firms and individuals. In this situation, the marginal social cost of an activity is less 

than its marginal social benefit (Dunn, 2005). 

• Factors of Production: the ingredients of economic activity: land, labor, capital, and enterprise. 

Payments to the four factors of production are rent, wages, interest, and profit, respectively (Dunn, 

2005). 
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o Economic rent (i.e., rents): the difference between what an enterprise (firm) is paid and how 

much it would need to be paid to remain in its current use. The existence of economic rents 

indicates market power, since there are no persistent rents in perfect competition (rent also has a 

second definition: payments to land as a factor of production) (Dunn, 2005). 

• Learning: the ongoing acquisition of information, skills, and capabilities by firms and value chains in 

order to improve or maintain competitiveness (Dunn, 2005). 

• Market power: when one firm in a market has the ability to exert significant influence over the 

quantity of goods and services traded or the price at which they are sold (Dunn, 2005). 

• Social capital: the level of trust and/or obligation generated by operating within the norms and 

networks that govern market and non-market interactions between people. Examples include the trust 

generated by consistently meeting delivery and quality requirements, the trust and obligation between 

members of a family or ethnic group, and the trust group members place in their leaders (Dunn, 2005). 

• Value added: the value of the firm’s output minus the value of all its inputs purchased from other 

firms. It is therefore a measure of the profit earned by a particular firm plus the wages it has paid 

(Dunn, 2005). 

Firm Industrial Organization Structures 

• Cluster (Geographic): a group of geographically linked firms generating external economies. Clusters 

include firms in one or more core value chains, along with the firms providing services to them. 

Clusters also include organizations such as trade associations, universities and vocational schools, 

financial institutions, and local and national government agencies (Dunn, 2005). 

• Commodity chain: a network of labor and production processes whose end result is a finished 

commodity (Hopkins & Wallerstein, 1986). 

• Enterprise: an enterprise is a business organization consisting of one or more domestic establishments 

that were specified under common ownership or control. The enterprise and the establishment are the 

same for single-establishment firms. Each multi-establishment company forms one enterprise and the 

enterprise employment and annual payroll are summed from the associated establishments (U.S. 

Census Bureau, 2010). 

• Establishment: a single physical location where business is conducted or where services or industrial 

operations are performed. The reporting unit for the General Census form is the establishment (U.S. 

Census Bureau, 2007; U.S. Census Bureau, 2010). 

• Firm: a business organization consisting of one or more domestic establishments in the same state and 

industry that were specified under common ownership or control. The firm and the establishment are 

the same for single-establishment firms. For each multi-establishment firm, establishments in the same 
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industry within a state will be counted as one firm and the firm employment and annual payroll are 

summed from the associated establishments (U.S. Census Bureau, 2010). 

• Host country: country where that business is conducted (David, 2008). 

• Multinational corporation: a corporation having subsidiaries in more than one country (Hinkelman, 

2000) 

• Multinational corporations or international firms: organizations that conduct business operations 

across national borders (David, 2008). 

• Parent company: firm investing in international operations (David, 2008). 

• Subsidiary: any organization more than 50% of whose voting stock is owned by another firm 

(Hinkelman, 2000).  

• Supply Chain: a generic label for the input-output structure of value-adding activities, beginning with 

raw materials and ending with a finished product (Gereffi, Humphrey, Kaplinsky, & Sturgeon, 2001; 

Gereffi, 2005). 

• Value chain (economic sociology): the full range of activities that firms and workers do to bring a 

product from its conception to its end use and beyond. This includes activities such as design, 

production, marketing, distribution and support to the final consumer. The activities that comprise a 

value chain can be contained within a single firm or divided among different firms. Value chain 

activities can produce goods or services, and can be contained within a single geographical location or 

spread over wider areas (CGGC, 2009; Dunn, 2005). 

• Value chain: the productive activities that lead to and support the end use of a set of related products 

or services, including lead firms. Value chains exist within a complex matrix of institutions and 

supporting industries. Value chains are sustained by a variety of critical inputs including, but not 

limited to human resource inputs (schools, colleges, universities), service inputs (accounting, 

consulting, leasing, transportation, construction), infrastructure (roads, energy, water, communications) 

and capital equipment (computers, real estate, production equipment) (Sturgeon, 2001). 

• Value chain (strategic management): a linked set of value-creating activities that begin with basic raw 

materials coming from suppliers, move on to a series of value-added activities involved in producing 

and marketing a product or service, and end with distributors getting the final goods into the hands of 

the ultimate consumer (Wheelen & Hunger, 2008). 

• Value thread: the productive (value-added) activities that lead to and support the end-use of a 

particular product or service (Sturgeon, 2001). 

Organizational Structure of the Value Chain Model 
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• Brand: a name, term, sign, symbol, or design, or a combination of these, intended to identify the 

goods or services of one seller or group of sellers and to differentiate them from those of competitors 

(Kotler & Armstrong, 2004). 

• Co-branding: the practice of using the established brand names of two different companies on the 

same product (Kotler & Armstrong, 2004). 

• Component Supplier: provides component parts and services (Sturgeon, 2001). 

• Consumer Products: products bought by final consumers for personal consumption (Kotler & 

Armstrong, 2004). 

• Consumer Market: markets for various consumer products and services (Madura, 2001). 

• Design (and Style): the appearance, performance, and usefulness of the product (Kotler & Armstrong, 

2004).  

• Industrial Products: products purchased for further processing or for use in conducting a business 

(Kotler & Armstrong, 2004). 

• Industrial Market: markets for products that are purchased by firms that are used to run or operate a 

business (Madura, 2001). 

• Logistics: the process of planning, implementing and controlling the flow of personnel, materials, and 

information from the point of origin to the point of destination at the required time and in the desired 

condition. Related to shipping: the process of planning and controlling the flow of raw materials, work 

in progress or finished products from the point of origin to the point of destination (either to a factory 

for further processing, to a warehouse for storage or to the marketplace for sale) at the required time 

and in the desired condition (Hinkelman, 2000). 

• Marketing: a social and managerial process whereby individuals and groups obtain what they need 

and want through creating and exchanging products and value with others (Kotler & Armstrong, 2004).  

• Markets: the set of all actual and potential buyers of a product or service (Kotler & Armstrong, 2004). 

• National (Manufacturer’s) Brand: a manufacturer that sells their output under their own 

manufacturer’s brand names (Kotler & Armstrong, 2004). 

• Private brand (store brand): a brand created and owned by a reseller of a product or service (Kotler 

& Armstrong, 2004). 

• Production/Manufacturing: activity involves the mechanical, physical, or chemical transformation of 

materials, substances, or components into new products. The assembling of component parts of 

manufactured products is considered manufacturing, unless the activity is classified as Construction in 

Sector 23 (U.S. Census Bureau, 2007). 

• Research and Development (strategy): a functional strategy that deals with product and process 

innovation (Wheelen & Hunger, 2008). 
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• Services: any activity or benefit that one party can offer to another that is essentially intangible and 

does not result in the ownership of anything (Kotler & Armstrong, 2004). 

• Specialty Product: consumer product with unique characteristics or brand identification for which a 

significant group of buyers is willing to make a special purchase effort (Kotler & Armstrong, 2004). 

• Supply Chain: a term commonly used internationally to encompass every effort involved in producing 

and delivering a final product or service, from the supplier’s supplier to the customer’s customer. As 

the name implies, the primary focus in supply chains is on the costs and efficiencies of supply, and the 

flow of materials from their various sources to their final destinations (Feller, Shunk, & Callarman, 

2006).  

Types of Domestic and International Buyer-Supplier Production Arrangements: Generic  

• Domestic sourcing (in-sourcing): production within the enterprise group to which the enterprise 

belongs and within the country (Nielsen, 2008). 

• Domestic sourcing (outsourcing): production outside the enterprise or group by non-affiliated 

enterprises within the country (Nielsen, 2008). 

• Foreign Investments (United States): the flow of foreign capital into U.S. business enterprises in 

which foreign residents have significant control. Foreign direct investment (FDI) in the United States 

is the ownership or control, directly or indirectly, by a single foreign individual, group, company, or 

government of 10% or more of the voting securities on an incorporated U.S. business enterprise or an 

equivalent interest in an unincorporated U.S. business enterprise, including real property. Such a 

business is referred to as a U.S. affiliate of a foreign direct investor (Hinkelman, 2000). 

• Offshoring: the fragmentation of production at the international level that involves moving the supply 

of goods and services from domestic to overseas locations (Formentini & Lelio lapadre, 2008; Gereffi, 

2006). 

• International sourcing (outsourcing): production outside the enterprise or group and outside the 

country by non-affiliated enterprises. This includes foreign subcontracting (Nielsen, 2008). 

• International sourcing (in-sourcing): production within the group to which the enterprise belongs but 

abroad by affiliated enterprises (Nielsen, 2008). Also known as offshoring or FDI. 

• Export Processing Zone (EPZ): industrial parks designated by a government to provide tax and other 

incentives to export firms (Hinkelman, 2000). 

• Free Trade Zone (FTZ) or Free Zone: an area within a country (seaport, airport, warehouse, or any 

designated area) regarded as being outside of its customs territory. Importers may bring goods of 

foreign origin into the area without paying customs duties and taxes, pending their eventual processing, 

transshipment or re-export. Free zones are known as free ports, free warehouses, and foreign trade 
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zones (Hinkelman, 2000). Qualified Industrial Zones (QIZ) is a special type of FTZ. Terminology is 

only used to describe the agreement between the US and Jordan, Egypt and Israel.  

Types of Buyer-Final Product Supplier Production and Sourcing Arrangements 

• Contract Manufacturing: (a) an agreement whereby a company agrees to manufacture a product to 

the specifications of another company or individual. This can be on an exclusive or non-exclusive 

basis; (b) an agreement by two companies to manufacture separate components of a product and jointly 

manufacture and sell the finished product in their respective markets (Hinkelman, 2000). 

Subcontracting: an arrangement whereby one business (subcontractor) manufactures all or part of a 

specific product on behalf of another business (main contractor) in accordance with plans and technical 

specifications supplied by the main contractor. The main contractor has final economic responsibility 

in such an arrangement (Glossary, 2008) (publication has a definition for commission manufacturing, 

which more or less is contract manufacturing). 

• Cottage Industry: an industry dependent upon a labor force that works out of their own homes and 

often uses their own equipment (Hinkelman, 2000). 

• Outward Processing: a procedure whereby a company based in one country exports material to 

another country for additional processing, and then re-imports the processed product for further 

treatment, for domestic distribution, or for re-export. The most common form of outward processing 

involves the exporting of fabric from a high cost country to a low cost country for assembly or part-

assembly into garments (Glossary, 2008). 

o Maquiladora Program: a program that allows foreign manufacturers to ship components into 

Mexico duty-free for assembly and subsequent re-export. In 2001, industry established under the 

maquiladora program was Mexico’s second large source of foreign revenue (following oil exports. 

In 1989, the program was expanded to allow maquila operations to also import, duty and import 

license free, products that support production such as computers and transportation equipment 

(Hinkelman, 2000). Declined in importance after NAFTA.  

o 807: a commonly used term (formerly utilized by US Customs) to describe a category of apparel 

which has been assembled in an overseas country from fabric pieces cut in the USA from fabric 

formed in any country. The duty levied on apparel imported under 807 is based only on the value 

added to the goods overseas rather than the whole customs value of the goods. This outward 

processing arrangement benefits mainly countries, which are close to the USA—particularly those 

in the Caribbean Basin (see also 807A) (Glossary, 2008). 

o 807A: a commonly used term (by U.S. Customs) to describe a category of apparel which has been 

assembled in an overseas country from fabric pieces cut and formed in the USA. The duty levied 

on apparel imported under 807A, a modification of 807, is based only on the value added to the 
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goods overseas rather than the whole customs value of the goods. Also, goods imported under 

807A are provided with almost unlimited access to the U.S. market (Glossary, 2008). 

• Joint venture: (a) a combination of two or more individuals or legal entities who undertake together a 

transaction for mutual gain or to engage in a commercial enterprise together with mutual sharing of 

profits and losses or, (b) a form of business partnership involving joint management and the sharing of 

risks and profits as between enterprises based in different countries. If joint ownership of capital is 

involved, the partnership is known as an equity joint venture (Hinkelman, 2000). 

• Joint venture (JV): a cooperative business activity, formed by two or more separate organizations for 

strategic purposes, that creates an independent business entity and allocates ownership, operational 

responsibilities, and financial risk and rewards to each member, while preserving their separate 

identify/autonomy. JV’s are formed to pursue an opportunity that needs a capability from two 

companies, such as the technology of one and the distribution channels of another (Wheelen & 

Hunger, 2008). 

• Licensing agreement: a contract whereby the holder of a trademark, patent, or copyright transfers a 

limited right to use a process, sell or manufacture an article, or furnish specialized services covered by 

the trademark, patent, or copyright to another firm (Hinkelman, 2000). 

• Strategic alliance (Strategic Management): a partnership of two or more corporations or business 

units to achieve strategically significant objectives that are mutually beneficial. The types of strategic 

alliances it includes are: mutual service consortia, joint ventures, licensing arrangements, and value-

chain partnerships (Wheelen & Hunger, 2008). 

• Strategic supplier: a supplier is called strategic if it is working with the buyer in a partnership 

relationship that is important for the competitive strength of the buyer (DeMarchi et al., 2007). 

• Value-chain partnership (strategic management): a strong and close alliance in which one company 

or unit forms a long-term arrangement with a key supplier or distributor for mutual advantage 

(Wheelen & Hunger, 2008). 

Intermediaries 

• Broker/Agent: a person or firm who negotiates production on behalf of a contractor or a 

manufacturer; owns no production facilities (AAPN Membership Application). 

• Converters: entities that buy goods in the grey, have them finished on contract, and sell them at 

wholesale (U.S. Census Bureau, 2004). 

• Intermediary (i.e. middleman): an individual or firm connecting the buyer and seller of a product 

(Dunn, 2005). 
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• Jobbers: perform entrepreneurial functions involved in a product’s manufacture, including buying raw 

materials, designing and preparing samples, arranging for goods to be made from their materials, and 

marketing finished products (U.S. Census Bureau, 2004). 

Final Product Manufacturers: Business Models and Functional Upgrading Strategies  

• Assembly/CMT: a form of subcontracting, in which garment sewing plants are provided with 

imported inputs for assembly, most commonly in export processing zones (EPZ) (Gereffi & 

Memedovic, 2003). CMT stands for “cut, make and trim” or CM (cut and make) and is a system 

whereby a manufacturer produces garments for a customer by cutting fabric provided by the customer 

and sewing the cut fabric into garments in accordance with the customer’s specification. In general, 

companies operating on a CMT basis do not become involved in the design of the garment but are 

merely concerned with its manufacture (Glossary, 2008). Under CMT, a factory is simply paid a 

processing fee, not a price for the garment, and uses fabric sourced by, and owned by, the buyer 

(Thoburn, 2009). 

• Original Equipment Manufacturing (OEM): a business model, which focuses on the manufacturing 

process rather than on design or branding. In the clothing industry, OEMs typically manufacture 

according to customer specifications and in many cases use raw materials specified by the customer 

(Glossary, 2008). A form of subcontracting. The supplying firm makes a product according to a design 

specified by the buyer; the product is sold under the buyer’s brand name; the supplier and buyer are 

separate firms; and the buyer lacks control over distribution (Gereffi & Memedovic, 2003). 

• Free on Board (FOB): international trade term of sale in which, for the quoted price, the 

seller/exporter/manufacturer clears the goods for export and is responsible for the costs and risks of 

delivering the goods past the ship’s rail at the named port of shipment. The named port is domestic to 

the seller (Hinkelman, 2000). In FOB, goods are delivered on-board a ship or to another carrier at no 

cost to the buyer (Glossary, 2008). 

• Package Contractor: capable of sourcing and financing piece goods and trim and providing all 

production services, finishing, and packaging for delivery to the retail outlet (AAPN Membership 

Application). 

• Full Package Supplier (General): suppliers that provide complete bundles of manufacturing-related 

services for their customers, including investment in production facilities, component and material 

sourcing, the manufacturing process itself, quality assurance, in-bound and out-bound logistics, etc. 

(Sturgeon, 2001). 

• Full Package Supplier (Garments): a supplier who carries out all steps involved in the production of 

a finished garment—including design, fabric purchasing, cutting, sewing, trimming, packaging, and 

distribution. Typically, a full package supplier will organize and coordinate: the design of the product; 
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the approval of samples; the selection, purchasing and production of materials; the completion of 

production; and, in some cases, the delivery of the finished product to the final customer (Glossary, 

2008). 

• Original Design Manufacturing (ODM): a business model, which focuses on design rather than on 

branding or manufacturing (Glossary, 2008). 

• Original Brand Manufacturing (OBM): a business model, which focuses on branding rather than on 

design or manufacturing (Glossary, 2008). A form of upgrading to move into the sale of own brand 

products (Gereffi & Memedovic, 2003). 
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Chapter 2: Review of the Literature 

 The first section introduces the value chain research approach used in economic development research. 

The following sections review industrial organization frameworks, theories, models, and processes that employ 

value-chain based research approaches.  

Value Chain Approach for Economic Development 

 Over the last thirty years, value chain (or network analysis) approaches have been used to study 

industrial organization by a diverse group of researchers from sociology, business management, geography, 

economics, and combinations thereof. The value chain approach is employed by such a variety of disciplines 

because of its broad focus.   

“A value chain describes the full range of activities that firms and workers do to bring a product or service 
from its conception to its end use and beyond. The activities that comprise a value chain can be contained 
within a single firm or divided among different firms. They can be contained within a single geographical 
location or spread over wider areas” (CGGC, 2009). 
 
 Yet within the broad outward appearance, lie a limitless number of structured layers that all fit neatly 

together. This enables the approach to be adapted to fit any analyses that seeks to gain a better understanding of 

where, how, or why organizations have, do, or may exist. A value chain approach should be viewed as an 

extension to an industry or supply chain analysis. First, it expands the scope of analysis. The network concept 

includes internal as well as external stakeholders and activities. This feature enables the scope to be easily 

scaled vertically or horizontally. Second, the approach considers both the tangible and intangible activities that 

link firms and places along the chain. Lastly, a value chain approach seeks to tie these elements together when 

conducting an analysis.   

 The specific factors discussed here are not necessarily used in all value chain approaches. The 

distinctive feature of the value chain approach is its all-encompassing perspective. It seeks to simultaneously 

emphasize internal and external, individual and systemic factors at multiple levels of analysis (Campbell, 

2008a). Conceptually, the value chain approach consists of two key elements: the value chain framework and 

the project cycle.  The value chain framework presents the important structural and dynamic variables.  The 

project cycle is the process to conduct the value chain approach, including the value chain analysis. 

Conceptual Framework: Value Chain Framework 

 The value chain framework (i.e. value chain) has both structural and dynamic components. The 

structure of the value chain influences the dynamics of firm behavior and these dynamics influence how well 

the value chain performs (ACDI/VOCA, 2008). When viewed over time, changes within each of these 

components influence the other (outcomes). Figure 1 presents a causal model linking value chain structure, 

dynamics, and outcomes. Structural elements include: 
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• Internal: firms have a direct impact 

o End markets (Barber, 2008) 

o Vertical linkages (Choudhary, 2008) 

o Horizontal linkages (McCarthy, 2008) 

• External: firms do not have a direct impact 

o Business enabling environment (Kleinberg & Campbell, 2008) 

o Supporting markets: Finance (Stallard & Fries, 2009) and Information and Communication 

Technology (ICT) (Payne, Kearns, & Schiff, 2009) 

 Dynamic factors may include: 

• Value chain governance (Frederick & Gereffi, 2009c) 

• Inter-firm relationships (Campbell, 2008b) 

• Power in the chain (ACDI/VOCA, 2008) 

• Institutions (Frederick & Gereffi, 2009c) 

• Upgrading (Dunn & Parsons, 2007) 

 

Figure 1: Conceptual Model: Value Chain Conceptual Model 

Source: (ACDI/VOCA, 2008; Value chain development, 2009) 

Value Chain Framework: Structure 

 Figure 2 and the following provide an overview of the key structural elements in the value chain 

framework (ACDI/VOCA, 2008): 

1) End Markets (buyers): represent people, not locations and are a powerful voice and incentive for 

change by determining the price, quality, quantity, and timing of a successful product or service. End 

market opportunities at the local, national, regional and global levels (Dunn, Sebstad, Batzdorff, & 

Parsons, 2006). 

2) Business and Enabling Environment (institutions): occurs at the local, national and international levels 

and includes norms and customs, regulations, policies, international trade agreements and public 

infrastructure (roads, electricity, etc) that either facilitate or hinder the movement of a product or 

service along its value chain. 

3) Inter-firm cooperation: joint action between two or more firms in a value chain. Includes horizontal 

and vertical linkages between firms and can be formal or informal. Examples include bulk purchasing 

of inputs, subcontract farming, and industry branding campaigns (Dunn, 2005). 
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a) Vertical Linkages: market and non-market interactions and relationships between firms 

performing different functions (i.e., operating at different levels) in the value chain (Dunn, 2005). 

Relationships between firms at different levels of the value chain are critical for moving a product 

through the chain to the end market. Mutually beneficial vertical linkages can increase the 

competitiveness of the entire chain through efficient transactions and organizational learning.  

b) Horizontal Linkages: market and non-market interactions and relationships and the cooperation 

and competition between firms performing similar functions (i.e., operating at the same level) in 

the value chain (Dunn, 2005). Horizontal cooperation can lead to collective action to help 

overcome joint constraints or increase supplier power and competition stimulates innovation.  

4) Supporting Markets: support services include financial services; cross-cutting services such business 

consulting, legal advice, ICT and sector-specific services such as input markets, training centers, etc. 

These activities can be preformed by actors in the chain or stand alone service providers, and they are a 

key to firm level upgrading. New technologies or technical services can have a substantial effect on the 

performance of an industry or markets.   

 

Figure 2: Value Chain Framework: Structure 

Sources: (Value chain development, 2009; ACDI/VOCA, 2008) 
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Value Chain Framework: Dynamics 

 The firms in an industry create the dynamic elements below through the choices they make in response 

to the value chain structure (ACDI/VOCA, 2008; Value chain development, 2009). 

1) Value chain governance: describes who in the value chain has the ability to define the terms and 

conditions of transactions  

2) Power: governance describes who has power, but it does not describe how that power is wielded. 

3) Inter-firm relationships: describes the extent vertically and horizontally linked firms cooperate and 

compete. These relationships range from ineffective to effective. Inter-firm relationships: cooperation 

and competition. This also includes the transfer of information and learning between firms. 

4) Upgrading: investments made by firms to achieve higher levels of efficiency, product differentiation, 

or to reach new markets, resulting in greater benefits. 

Research Process: Project Cycle 

 A value chain research process uses the systemic view of the value chain framework to gain a 

comprehensive understanding of the various inter-locking stages involved from taking a good or service from 

raw material to production, and then to the consumer (Schmitz, 2005). The project cycle is a step-by-step 

process that translates the value chain framework into a practical approach to designing and implementing 

interventions. The process is comprised of five discrete steps outlined below and pictures in Figure 3 (Downing, 

Correa, & Campbell, 2008; Kula et al., 2006): 

1) Value Chain Selection 

2) Value Chain Analysis 

A. End-Market Analysis 

B. Chain Analysis 

3) Competitiveness Strategy 

4) Design and Implementation 

5) Monitoring and Impact Assessment 
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Figure 3: Value Chain Project Cycle with Value Chain Analysis Image 

Source: (Value chain development, 2009; Downing et al., 2008) 

 The core of the project cycle is value chain analysis (VCA). The end goal of value chain analysis is to 

provide industry actors with the information they need to develop and take ownership of a strategy to compete 

in particular markets. The process of chain analysis requires the use of the value chain framework to identify: 

(a) the structure of the chain, including all individuals and firms that conduct business by adding value and 

helping move the product toward the end markets, and (b) the dynamics of the value chain, which refers to the 

determinants of individual and firm behavior and their effect on the functioning of the chain. Together, the 

structural and dynamic elements are the factors that affect the performance of the chain, and should be analyzed 

to characterize the opportunities and constraints to competitiveness. Using a table format, these factors can be 

evaluated in terms of offering opportunities for upgrading and the constraints to taking advantage of these 

opportunities (Downing et al., 2008). 

Levels of Analysis  

 Level of analysis refers to the central actor(s) or subject(s) of study.  The most common levels of 

analysis are countries, industries, and firms. The choice of level of analysis shapes the appropriate measures of 

upgrading and the causal explanations implemented in the study. Furthermore, studies can focus on tangible 

supply chains (i.e. apparel supply chain) or an enabling technology/activity (i.e. information technology (IT), 

nanotechnology, services). Levels of analysis include: 

1) Firms or networks: every firm has its own value chain, and all firms fit into a larger network. Examples 

include enterprises, multi-establishment firms, lead firms, end-markets, or single establishments. 
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2) Industry/Sector/Product/Market 

• Type of industries (services, resource based, manufacturing),  

• Types of activities (low, medium, high skill, capital, or labor intensity) 

3) Geographic location: country, region, sub-national (states, cities, etc.) 

4) Combinations examples: Geography, Industry, and Firms: (Barber, 2007; Gereffi, 1999; Neven, 2007). 

 There can be one level of analysis or a combination of levels.  For example, the first level of analysis 

can focus on a geographic area and the characteristics unique to the location has on the ability of all industries 

and firms within it to upgrade. The next level can hone in on the ability of a particular industry within that 

location to upgrade (apparel industry in China). The third level of analysis can then center in on the roles and 

abilities of certain firms within that industry in that geographic area to upgrade. The firm level focus can also 

look at the ability of lead firms outside of that area to enable upgrading of firms within that area. For example, 

Gereffi (1999) focuses attention on industrial upgrading of East Asia within the context of the global apparel 

value chain.  In this case, the apparel industry undergoes changes conducive to participation by East Asian firms 

under certain conditions. Analysis then proceeds to examine how firms outside of the East Asian region have 

initiated the upgrading process for firms within East Asia.  

 Another strategy is taking the industry as the initial level of analysis and letting this lead the researcher 

to a geographic area of interest. A focus on the industry highlights the overarching structure and pattern of 

industrial governance of an industry, the roles of specific actors within the industry, and the factors required for 

successful participation. The third option begins with leading firms, looks at the nature of the industries engaged 

in, and the role this has on the geographic regions in which the activities of firms associated with the lead firm 

are located.  In all cases, combination narrows the subject of inquiry. 

Review of Literature: Disciplines: Industrial Organization  

 The following provides an overview of industrial organization research disciplines used to analyze 

changes in product and market structures and dynamics. Each discipline has created unique frameworks and 

theories to answer different research objectives, however each has attributes that complement the other 

approaches. This section reviews the main streams of literature leading to how the adding certain elements from 

one discipline to the other, will yield a much stronger research framework for both fields. 

Industrial Organization Research and Chain-Based Organizational Structures 

 Industrial organization research is centered on the ways people, places, and processes are linked to 

each other in the global economy (Bair, 2009). A common element in industrial organization research is the use 

of a chain-based organizational form/structure. Chain-based research uses the concept of a chain as a construct 

to describe the organization and geography of production in the global economy (Bair, 2009). Several chain-

based organizational structures are used in different disciplines to conduct industrial organization research. 
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• Firm value chain and value system (Management) 

• Value-added chain (Sociology) 

• Supply chain (Management)  

• Industrial Cluster (All)  

• Filière (Geography) 

• Production network (Geography) 

 A value-added chain (value chain) can be used to provide a structure to map the range of internal and 

external actors and their actions that directly and indirectly affect the decision-making process. However, a 

value chain conceptual framework can also be used to analyze the competitive position of a firm in a given 

industry or vis-à-vis other firms in a chain or industries or parts of a chain in a given location (Kogut, 1985)  

Common Elements: Competitiveness and Industrial Upgrading 

 In 1984, value chains were identified as a key element in the new framework of competitive analysis 

needed because of the globalization of world markets. Strategy formulation can be viewed as placing bets on 

certain markets and on certain links of the value-added chain. The challenge of global strategy formulation is to 

differentiate between the various kinds of economies, to specify which link and which factor captures the firm’s 

advantage, and to determine where the value-added chain would be broken across borders (Gereffi, 2005). The 

value-added chain plays a central role in the design of firm strategy, which is based upon the interplay between 

the comparative advantage of countries (location) and the competitive advantage of firms. These two 

advantages determine the answer to the two principal questions in developing an international business strategy 

(Gereffi, 2005; Kogut, 1985): 

1) In what functional activities should a firm concentrate its resources? Competitive advantage, also 

referred to as firm-specific advantage, influences the decision of what activities and technologies a 

firm should concentrate its resources in relative to other firms in the industry.  

2) Where should the value-added chain be broken across borders? Comparative advantage, or location-

specific advantage, influences the decision of where to source and market. It is based on the lower cost 

of a factor in one country relative to another, favoring industries that use the factor intensively. 

 As a result, the overall competitiveness of a firm (or location) is based on a combination of internal, 

firm-controlled factors and external factors controlled by the supporting environment. External factors can 

primarily be explained by comparative advantage theories, and internal factors can be explained using 

competitive advantage theories. Competitive advantage is related to what value-adding functions or activities a 

firm engages in. Comparative advantages are related to external factors that largely determine where 

geographically activities are likely to take place. However, the two are not mutually exclusive. The actions of 

firms overtime can change the comparative advantage of a location and vice versa.  
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 A key economic theory that ties chain-based, industrial organization research together is industrial 

upgrading. The ability to upgrade can be explicitly linked to innovation, where upgrading is defined as 

innovating to increase value added (Giuliani, Pietrobelli, & Rabellotti, 2005; Pietrobelli & Rabellotti, 2006). 

Within this context, innovation is not limited to breakthroughs into product or processes that are new to the 

world. It also includes marginal, evolutionary improvements that are new to the firm and that allow it to keep up 

with an international (moving) standard (Pietrobelli & Saliola, 2008). Innovation may involve shifting to new 

activities, products, or sectors or engaging in a new combination of activities that will sustain higher margins 

and impose higher entry barriers. Upgrading is generally associated with increased competitiveness (Bair, 2005) 

and the concept of upgrading is often used in studies on competitive advantage (Kaplinsky, 2000; Porter, 1990). 

 Industrial upgrading is also linked to the theory of comparative advantage. As capital becomes more 

abundant relative to labor and the endowments of other countries, nations develop comparative advantages in 

capital- and skill-intensive industries (Gereffi, 1999; Porter, 1990). As comparative advantages change, 

countries must search for new activities in which they can excel and confront the competition (OECD, 2007). 

Industrial Organization: Disciplines and Fields 

 There are three main sciences that analyze industrial organization: Management Science, Economics, 

and Sociology. Each draws from geography and from other, related disciplines (Figure 4). 

 

Figure 4: Economic and Industrial Organization Disciplines and Levels of Analysis 

Source: Author; Frederick, S. 
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 Each discipline also overlaps with the others in some fields of application (Figure 5). The overlaps 

result in the field of strategic management, economic sociology, and economic geography. Each of these 

disciplines uses a chain-based organizational structure to explain industrial organization subject matter. 

Strategic management focuses on economic competitiveness whereas economic sociology and geography tend 

to focus more on economic development. 

 

Figure 5: Chain-based Industrial Organization Research Disciplines 

Source: Author; Frederick, S. 

 Despite the similar structure, each focuses on different research objectives, and resultantly calls on 

different variables and levels of analysis within the global economy to explain industry dynamics. There are 

three main levels of analysis within the global economy: micro, meso, and macro (see Table 1). The primary 

actors in economic sociology are within the meso-level: inter-firm networks or countries, and the macro, micro, 

and meso-level represent dynamic elements.  In strategic management, the firm is the main focus, and countries 

and industries represent the external variables in analysis.  
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Table 1: Global Economy: Levels of Analysis  

Level Description 
MICRO Firms, Workers, and the Local Environment: includes enterprises, multi-national 

corporations, or single establishments and their firm strategies and workers.  Firms are the 
typical starting point of strategic management research.  

MICRO-
MESO 

Clusters, National Environment, and Horizontal Relationships: clusters represent 
geographical concentrations of firms from similar industries within a pre-defined 
geographical area. Clusters represent the intersection between the micro variables (firms) and 
meso level, horizontal relationships.  Clusters view of the inter-firm network only extends, at 
most, to one set of buyers and suppliers, not the entire chain. The micro-meso level extends 
to the geographic level countries, and includes the national supporting environment. 

INDUSTRY Industries: the common link between levels of analysis is the concept of an industry or 
market in which countries, clusters, and networks perform tasks for. Industrial upgrading has 
come from a combination of the two.  

MESO-
MACRO 

Inter-Firm Networks and Vertical Relationships: the central unit of analysis is the entire 
chain, from concept through to final-use and disposal. This is an organizational approach, in 
which the actors and their vertical linkages are the analytical foci in a global industry.  

MACRO Global Environment: these are broadest parameters within which the global economy 
operates. All levels operate within social, political, economic environments impacted by 
international organizations and regimes that establish rules and norms for the global 
community. Included are institutions that provide rules as well as resources such as the WTO 
or World Bank as well as regional integration schemes like the EU or NATFA. 

Concept levels adapted from (Gereffi, 2005); modified by author: Frederick, S. 

 Each discipline has a different primary research objective and theories. Strategic management theories 

stem from industrial organization economics including the study of the strategic behavior of firms, the structure 

of markets and their interactions. It takes organizational form as a given (why, how, where), and it does not 

include relationships. There are two major approaches. The first approach is primarily descriptive and provides 

an overview of industrial organization. The second uses quantitative, microeconomic models such as price 

theory, to explain firm behavior and market structure. 

 The goal of strategic management is to design a strategy to increase the competitiveness of a firm or 

location by maximizing benefits from external factors, and optimizing internal, firm-controlled parameters. 

Analysis does not seek to explain why the current organizational structure exists, but accepts the current 

situation, and focuses on maximizing “what is.” Operations management focuses on efficiency within a firm 

and within the chain, and is closely related to supply chain management. Operations management is commonly 

viewed as a field within strategic management. Operational efficiency is a tactic to achieve competitive 

advantage within an industry.  

 Economic sociology and geography are based on organization theories. Organization theories are 

concerned with the relationship between organizations and their environment, the effects of those 

relationships upon intra-organizational functioning, and how organizations affect the distribution of privilege 

within society. Organization theory seeks to explain how organizations understand, enact, and respond to their 

environments. Central questions and topics concern (Greenwood, 2007): 
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• The range of organizational forms/structures 

• Their capabilities and consequences  

• How new organizational forms arise and become established, and  

• Who controls them and for what purposes. 

 Analysis seeks to determine the reasons for diversity in organizational forms, the extent to which 

organizations are contextually determined (whether by economic and/or institutional forces), whether and to 

what extent organizations are capable of adaptation, and, if so, how it occurs (Greenwood, 2007). Organization 

theories lack systematic attention to issues of power and consequences; consequences are considered in terms of 

efficiency, innovative capability, or the speed of decision-making. There is, thus, no organization theory per se, 

but a fertile array of complementary, competing, and enlightening insights into one of the most significant 

societal constructs: the modern organization. Examples of organization theories and related concepts include 

(Greenwood, 2007): 

• Transaction Costs Theory (make or buy, asset specificity) 

• Dependency Theory 

• Network Theory 

• Organizations and theory of the firm (why firms exist and/or how firms are organized).  

 Social scientists tend to focus on developing countries and designing economic development programs 

rather than maximizing gains for an individual firm (Smelser & Swedberg, 2005). The first objective is to 

determine how and why the current industrial organization structures exist. This requires the researcher to 

analyze the causes, or dynamics leading to the existing industrial organization structures. After determining 

dynamics for the past and present from all levels of analysis, these can be used to predict future structures and 

dynamics. The proximate causes are primarily industry variables: product characteristics, technology levels, 

inter-firm linkages, barriers to entry, and governance structures. In many cases, this analysis is simply used to 

provide an explanation for industrial organization patterns or to assist developing countries or suppliers with 

creating sustainable upgrading strategies. These scholars take an organizational approach.  

  Within the economic sociology community, there is another group of researchers that use a different 

analytic lens. Conventional economic sociologists focus more on sociological variables, usually some 

combination of network structure, social relations, economic policies, and bureaucratic efficiencies. This body 

of research draws more from an institutional approach to economics, and the varieties of capitalism literature. In 

the varieties of capitalism literature, an institutional perspective on the main enduring features of national 

economies. The global economy is seen as the arena in which countries compete in different product markets. 

Tends to focus on developed or industrialized counties (Gereffi, 2005). Both groups primarily focus on some 

aspect of economic organization, particularly inter-or intra-firm relationships, and use “meso-level” variables as 

proximate causes for the nature of, or changes in, economic organization. In both, there is a top down focus on 
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leading countries and firms as drivers of change. Resultantly, when a long-term vantage point is adopted the 

divergence is much less apparent (Hamilton & Gereffi, 2009). 

 Within economic geography, Global Production Networks (GPN) evolved as a complementary 

framework for research in dialogue with and as a critique of the sociological frameworks (Dicken, Kelly, Olds, 

& Yeung, 2001). The GPN framework primarily stems from the division between economic sociology 

researchers on meso-level variables (countries and inter-firm networks). Generally speaking, economic 

geography research places more emphasis on the effects of location-based (country) external factors and 

comparative advantages to organizational structures. Both economic geography and sociology are both included 

within the broad field of social economics; the term for all social science analysis of the economy, or analysis 

that combines economic theory with other disciplines1.   

 For the purpose of this research, the focus will be on the differences and complementarities, between 

the two largest, most-encompassing fields, strategic management and economic sociology.  Both fields use a 

value chain structure, however both focus on different research objectives using different dynamic variables and 

levels of analysis.  The common theoretical element between these two disciplines is their application of the 

field of economics. Economics is the social science that studies the production, distribution, and consumption of 

goods and services. The primary distinctions include: 

• Microeconomics: the economic behavior of individuals and firms 

• Macroeconomics: unemployment, inflation, and monetary and fiscal policy for an entire economy 

(country/region). 

• International Economics: includes comparative advantage, development economics, international trade 

and international finance. 

 In strategic management research, microeconomic variables are the focus, and local-national 

macroeconomic factors are the main external factor (David, 2008).  Economic sociology includes micro, macro, 

and international economic variables, however the focus is on the relationships among the three (and within the 

micro-level) and how changes in one affect the others (Smelser & Swedberg, 2005).  

Strategic Management Approach 

 Strategic management is the art and science of formulating, implementing, and evaluating cross-

functional decisions that enable an organization to achieve its objectives (David, 2008). As this definition 

implies, strategic management focuses on integrating management, marketing, finance/accounting, 

production/operations, research and development, and computer information systems to achieve organizational 

success. The term strategic management in this text is used synonymously with the term strategic planning. 

Strategic planning is more often used in the business world, and strategic management is used in academia. 

                                                         
1 Today the GCC, GVC, and GPN frameworks should all be viewed as complementary frameworks used by 
different researchers to emphasize different aspects of industrial development and organization. 
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Sometimes strategic management is used to refer to strategy formulation, implementation, and evaluation, with 

strategic planning referring only to strategy formulation. The purpose of strategic management is to exploit and 

create new and different opportunities for tomorrow; long-range planning, in contrast, tries to optimize for 

tomorrow the trends of today (David, 2008). The term strategic planning originated in the 1950s and was very 

popular between the mid-1960s and the mid-1970s. Much of the U.S. was obsessed with strategic planning. 

Following the boom, it was cast aside during the 1980s. Revived in the 1990s and is widely practiced today in 

the business world (David, 2008). 

Strategic Management Theoretical Frameworks and Models 

 The following provides an outline of the frameworks used in strategic management at varying levels of 

analysis (See Table 2 and Figure 6 for outlines). The models used in strategy development primarily stem from 

the work of Michael Porter. Given the focus on the firm in strategic management, the development of the 

models began with the introduction of micro and meso-level frameworks. The initial framework combined the 

firm, micro-level competitive advantage model and the industry-focused, five forces model. Combined, these 

two models created a two-dimensional framework for “Maximizing Corporate Value Creation” (Porter, 1980a). 

Later, a second dimension was added to the competitive advantage model at the micro-level. Five years later, a 

new framework was created that scaled-up analysis to include another framework to analyze local to national 

external factors. The strategic management frameworks do not include any specific reference to changes in the 

macro, global environment. 

I. Industry: Part I: Industry Attractiveness: Five Competitive Forces Model: Porter first introduced the 

Five Forces framework (Porter, 1980a) for understanding the fundamental forces that affect competition 

within an industry. It can be used to assess the competitive environment and attractiveness of an industry as 

well as to predict eventual profitability for potential or existing firms. The five forces consist of those close 

to a company that affects its ability to serve its customers and make a profit. A change in any of the forces 

requires the firm to re-assess the marketplace. Different forces dominant in different industries and the 

dominant forces will ultimately govern strategy formulation. This model represented one of the fist 

combinations of industrial organization (IO) economics with the fields of business strategy and strategic 

management. This model takes the perspective of the industry as a whole without regard to any specific 

geography. The five areas are: 

1) Buyer Power 

2) Supplier Power 

3) Threat of Potential Entrants 

4) Threat of Substitutes 

5) Rivalry Among Existing Firms. 
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II. Micro: Part II: Firm Value Creation: Relative Competitive Position: this conceptual model takes a 

firm-level perspective with the goal of determining how well a company performs relative to competitors. 

Outcomes include and are dependent on two other models, the Competitive Advantage Model and the 

Value Chain Framework. The overall goal of a firm is to create a sustainable competitive advantage in its 

industry. Firms succeed relative to competitors if they possess sustainable competitive advantage and thus 

higher productivity than competitors.  Based on the competitive environment and the relative strength of 

each of the five forces in an industry, the next step as a firm is to position oneself in an industry. 

a. Firm Competitive Advantage Model: introduced in (Porter, 1980a). Competitive strategy is about 

taking an offensive or defensive action to create a defendable position in an industry. Above average 

performance in an industry is a sustainable competitive advantage.  According to Porter, a firm 

competes through one of two generic strategies that can vary in competitive scope. Strategies are 

different approaches to superior performance in an industry, and scope pertains to the type of 

distribution channel or market and how narrow or broad it is. These generic strategies each have 

attributes that can serve to defend against the five competitive forces. Analysis of the relative strength 

of the five competitive forces will allow a company to choose a strategic position that together form 

the best competitive strategy for a firm that can ultimately lead to competitive advantage over 

competitors. There are two forms of competitive advantage that vary in scope: 

• Cost Leadership: selling products at the lowest prices achieved by economies of scale. With this 

strategy, a firm seeks to provide products at the lowest cost relative to competitors in the industry. 

Cost leadership requires persistent dedication to efficient-scale facilities and lean production with 

cost minimization in areas like research, service, and advertising (Porter, 1980a). 

• Differentiation: this can pertain to various aspects of the firm including products, distribution, 

sales, marketing, service, or image. This strategy is based on differentiating the product or service 

offering of the firm in order to create something that is perceived throughout the industry as being 

unique or having exceptional attributes and values (Porter, 1980b). A successful differentiation 

strategy conveys to the consumer a sense of superior value that cannot be obtained through similar 

product offerings, thus reducing the price sensitivity of the product markets (Ricks, Arpan, Clamp, 

Hand, & Toyne, 1986). Differentiation can be achieved by altering both tangible (product 

attributes) and intangible aspects (service, people, or image) of a firm (Armstrong & Kotler, 2000; 

Bruer, Cassill, & Jones, 2005). 

• Focus/Scope: firms pursuing this type of advantage focus on a particular segment and take either 

an overall cost or a differentiation approach as their focus in selling goods to a particular buyer 

group, segment of a product line, or geographic market. This strategy assumes the firm is able to 

serve its narrow strategic target better than competitors who are competing in a broader market. 
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Even though the focus strategy does not achieve low cost or differentiation from the perspective of 

the entire market, it does achieve one of these positions within its narrow target market (Porter, 

1980a). 

b. Value Chain Framework: introduced in 1985, this framework adds in the concept of operational 

effectiveness. The framework is designed to help a firm analyze the specific activities through which it 

can create value and competitive advantage by describing the areas where competitive advantages can 

be created using the generic strategies (low cost, differentiation, or focus). The stages in the framework 

include inbound logistics, operations, outbound logistics, marketing and sales, and service. The 

supporting activities include procurement, technology development, human resource management and 

firm infrastructure. For Porter, each firm has a value chain, and all of those firms are within a value 

system, now more commonly referred to as a value chain (Porter, 1985a).  

• Technological Capabilities: common in both streams of literature is the concept of industrial 

upgrading and the learning and innovation process. In the strategic management literature, the 

focus is on the firm level and technological capabilities, the skills (technical, managerial, or 

organizational) that firms need in order to utilize efficiently hardware (equipment) and software 

(information), and to accomplish any process of technological change. Capabilities are firm-

specific knowledge, made up of individual skills and experience accumulated over time. It is 

useful to know which actors—firms, business associations or science and technology 

institutions—are involved, how they master and adapt foreign technologies, how they influence 

the level and direction of investments in technological capabilities, and so forth (Morrison, 

Pietrobelli, & Rabellotti, 2007). 

III. Micro-Meso: Location-based Competitive Advantage in an Industry: Diamond Framework (Porter, 

1990). This framework combines the theory of creating firm competitive advantage and the impacts of 

external factors, including comparative advantages and local resources. It represents the institutional 

approach to industrial organization because it focuses on the impacts external factors have on the 

competitiveness of firms, industries, and locations. This framework is primarily used to analyze the role 

external factors play in firm and cluster competitiveness at the national or local levels. Facilitators for this 

framework include the government (added later) and institutions for collaboration (added in some 

versions). Factors in the framework include (Porter, 2005): 

1) Factor Conditions: the presence of high-quality and specialized pools of human resources, basic 

research, applied technology, infrastructure, and capital tailored to the needs of particular industries.  

2) Demand Conditions: the quality of local demand exerts a strong influence on the process of creating 

and improving products and services. Sophisticated customers in a region press firms to improve, and 

they offer insights into existing and future customer needs. 
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3) Context for Firm Strategy, Structure and Rivalry: the rules, incentives, and pressures governing the 

kind and intensity of local rivalry have a fundamental influence on productivity policies that encourage 

investment, protect intellectual property, and foster productivity growth. 

4) Related and Supporting Industries: local sourcing from capable suppliers based in the region can 

enhance productivity and improve the capacity for innovation through allowing speedier and less 

costly communication, fostering the flow of ideas, and enhancing flexibility through outsourcing. 

Table 2: Timeline of Strategic Management Models  

Year Theory Frameworks and Models 
1980 Competitive Strategy: Industry Structure and Strategic Positioning  

  Five Forces Model (Porter, 1980a) 
  Generic Strategies (Porter, 1980a) 

1985 Competitive Advantage: Operational Effectiveness and Competitive Strategy 
  Value Chain and System Framework (Porter, 1985a) 

1990 Competitive Advantage: Nations  
  Diamond Framework (Porter, 1990) 

1998 Competitive Advantage: Local: Geographic Clusters  
   Diamond Framework: Local (Porter, 1998b) 

2002 Capabilities: Innovation and Technology 
  National Innovation Indices (Furman, Porter, & Stern, 2002; Porter, 2006) 

 

 

Figure 6: Evolution of Strategic Management Disciplines and Models 

Image developed by Author; Frederick, S. 
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 Collectively, these models omit the role of relationships, changes over time, and the roles of 

international external factors in the strategy development process. Analysis takes the structure of the industry 

as a given, and focuses on how to maximize external dynamics and internal dynamics at the firm level to 

develop a competitive strategy. In strategic management, the concept of industrial upgrading primarily focuses 

on firm-level analyses of the learning and innovation processes related to deepening technological capabilities 

(Morrison et al., 2007). 

Research Process: Strategic Management Process Model  

 Table 3 presents the model of the strategic management process. This model does not guarantee 

success, but it does represent a clear and practical approach for formulating, implementing, and evaluating firm 

strategies (David, 2008). The four basic steps in the strategic management process model below are a 

combination of two models:  

Table 3: Strategic Management Process Model for Strategy DevelopmentEvaluation 

Steps Descriptions 
1 Environmental Scanning: SWOT 
 I External Audit: Opportunities and Threats: Diamond Framework 
  A Societal Environment 
  B Task Environment: Industry Analysis: Porter’s Five Forces Model 
 II Internal Audit: Organizational Analysis: Strengths and Weakness 
  A Firm value chain analysis and benchmarking: Porter’s Value Chain 
2 Strategy Formulation and Planning 
 I Establish long-term objectives: Porter’s Generic Strategies 
 II Generate, evaluate, and select strategies 
3 Strategy Implementation 
 I Tactics are used to go from strategy formation to implementation 
4 Strategy Evaluation 
 I Measure and evaluate performance 

Sources: (David, 2008; Wheelen & Hunger, 2008) 

Economic Sociology Approach 

 Sociology is the scientific study of interactions and relations among human beings (McIntyre, 1999). 

Economic sociology (1890-1920) applies sociological perspectives on frames of reference, variables, and 

explanatory models to economic phenomena, or the complex of activities concerned with the production, 

distribution, exchange, and consumption of goods and services. Economic sociology investigation must 

combine the analysis of economic interests with the analysis of social relations.  Synonyms for economic 

sociology include sociology of economic life and sociology of economies (Smelser & Swedberg, 2005).  
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Division Between Economists and Sociologists 

 By definition, economic sociology is the meeting ground between economics and sociology, and is a 

sub-field of economics. It is also closely related to and draws from other disciplines including industrial 

development and economic and industrial organization.  

 Conceptually, sociologists tend to give a broader and more prominent place to the dimension of power 

in economic action (economic power). The economic conception of power is typically narrower. 

Microeconomics tends to regard economic action as an exchange among equals, and has thus had difficulty in 

incorporating the power dimension. The primary foundation of microeconomics is perfect competition, and in 

this situation, no one has power.  In imperfect competition, the idea of “market power” is used in industrial 

organization economics. Sociologists include the concept of economic power in societal (especially political 

and class), as well as market, contexts (Smelser & Swedberg, 2005). 

 Methodologically, economists focus on the ability to make predictions based on quantitative data. 

They emphasize hypotheses and models in mathematical form with little use of empirical data 

(observational/experiential). Sociologists rely heavily on empirical data from a variety of methods, including 

analyses of census data, independent survey analyses, participant observation and fieldwork, and the analysis of 

qualitative historical and comparative data (Smelser & Swedberg, 2005). Sociologists offer fewer predictions, 

and often find sensitive and telling descriptions both interesting in themselves and essential for explanation. 

Economists frequently condemn sociologists’ use of empirical data for being too descriptive (Smelser & 

Swedberg, 2005). 

Economic Sociology: Theoretical Frameworks and Models 

 Economic sociology frameworks focus on why and how firms choose to make or buy a product and 

where they choose to purchase it (location).  A defining element of this research stream is a focus on the 

relationships between actors. The nature of linkages among firms in the chain influences the sustainability of 

competitiveness and provides implications for economic development efforts.  

 Particular attention is placed on the character of the relationships among firms in the inter-firm 

network, and the effects of these relationships to other firms in the chain.  Primary emphasis is on identifying 

powerful lead firms and how they exert power over others in the chain. Additionally, research examines the 

effects of institutions and changes in supplier and product characteristics over time.  

 Analyses typically divide firms in the value chain into two broad types: lead firms and suppliers. Lead 

firms, at the very least, set product strategy, place orders, and take financial responsibility for the goods and 

services that their supply chains churn out (Sturgeon, 2009). When powerful lead firms exist, their power stems 

from two attributes: their market power (measured in part by concentration or market share) and their 

positioning in chain segments in which they can create and/or appropriate high returns. Both sources of power 

are derived from a multiplicity of barriers to entry (Gereffi et al., 2001).  
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 From a level of analysis perspective, the primary focus is on the meso-level, and how meso-level 

changes impact the structural factors over time. Macro-level factors influence the meso-level, and the structure 

of the meso-level determines opportunities at the micro-level.  From a longitudinal perspective, changes within 

each level initiate changes in the other levels. Overall, the frameworks are less detailed than those in strategic 

management; they provide basic conceptual relationships among variables, but it is largely up to the researcher 

to develop case-specific frameworks and models. Unlike the strategic management models, the economic 

sociology framework is best viewed as one model that spans all three levels. 

I. Meso: Firm Governance: this focuses on identifying the lead firm in the chain, relationships with 

suppliers, and impacts of this relationship on firm upgrading. Lead firms are considered to govern the 

activities of the whole chain and are responsible for much of the coordination and upgrading opportunities 

for the network. 

1. Global Commodity Chain (GCC) (1994): this framework focuses on the internal governance 

structure of supply chains (producer-driven or buyer-driven distinction) and on the role of diverse lead 

firms in setting up global production and sourcing networks (Gereffi, 1994; Gereffi et al., 2001). The 

GCC Building Blocks of Value Chains provided a conceptual framework of the structural and casual 

parts of a value chain. A commodity chain is composed of an input-output structure and geography, 

and this is determined by governance, and in some versions, institutions. Initially, governance related 

to the source of power in the chain, and the source of power was primarily based on the characteristics 

of the product. There were two distinctions: producer-driven and buyer-driven (Gereffi, 1994). 

• Producer-Driven Value Chains: large, usually transnational, manufacturers play the central roles 

in coordinating production networks. This is characteristic of capital- and technology-intensive 

industries. Manufacturers are the key economic agents not only in terms of their earnings, but also 

in their ability to exert control over backward linkages with raw materials and component 

suppliers, and forward linkages into distribution and retailing. Profits derive from scale, volume, 

and technological advances. Many producer driven chains are characterized by vertical integration 

by transnational corporations based on ownership and control (Gereffi, 1999; Gereffi, 2001).  

• Buyer-Driven Value Chains: industries in which large retailers or branded marketers play the 

pivotal roles. This is common in labor-intensive, consumer goods industries (i.e., garments). The 

main leverage in buyer-driven chains is exercised through the lead firm’s ability to shape mass 

consumption via their strong brand names (marketing), popular designs (design), and their reliance 

on global sourcing strategies (logistics). Production is usually carried out by tiered networks of 

contractors that make finished goods to the specifications of foreign buyers. Buyers’ profits derive 

from unique combinations of high-value research, design, sales, marketing, and financial services 

(Gereffi, 1999; Gereffi, 2001).  
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2. Global Value Chain (GVC) (2005): emphasis is on the relative value of the economic activities 

required to bring a good or service from conception, through the different phases of production, 

delivery to final consumers, and final disposal after use (Gereffi & Kaplinsky, 2001; Gereffi, 2005; 

Kaplinsky, 2000). In the GVC Firm Governance framework, the concept of governance changed 

from where power is in the chain to how the lead firm coordinates the supply chain. The theoretical 

framework outlines five structures that characterize the degree of explicit coordination between a lead 

firm and its first tier suppliers. These are described along a continuum extending from market 

relationships characterized by the arm’s length relationships, to hierarchical value chains illustrated 

through vertical operations. In between these two extremes are three network structures that represent 

varying degrees of control held by the lead firm in the chain. Governance structures include (Gereffi, 

Humphrey, & Sturgeon, 2005): 

• Market: no coordination; simple arm’s length linkages governed by price 

• Hierarchy: vertical integration linkages are within the same firm governed by management 

hierarchy  

• Captive: high degree of explicit coordination: captive linkages, where less competent suppliers 

are provided with detailed instructions 

• Modular: medium degree of coordination; modular linkages, where complex information 

regarding the transaction is codified and often digitized before being passed to highly competent 

suppliers. Emerged from case studies on the case of contract manufacturing in the electronics 

industry (Sturgeon, 2002). 

• Relational: low degree of coordination: Relational linkages, where tacit knowledge is exchanged 

between buyers and highly competent suppliers. 

Firm governance changes as an industry evolves and matures. Three variables are used to determine 

which structure is present. Changes in these variables over time lead to predictable changes in 

governance structure. The GVC variables do not have quantifiable values. Rather the variables can be 

low or high, and are determined by the researcher on a case-by-case basis (Sturgeon, 2008). Variables 

include: 

• Complexity of information required to manufacture a product (design and process) and to be 

exchanged between value chain links 

• Capabilities of existing suppliers to understand and use the information efficiently and effectively 

to produce the product 

• Codify or the ability to systematize the transfer of this information and knowledge to the 

suppliers. 
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3. Three Pillars of GVC Analysis (2009): a recent paper suggests that value chain analysis should 

include governance as two distinct areas of inquiry, power and the determinants of firm-level 

coordination, plus the role of institutions (Sturgeon, 2009). Individually, each of the three elements 

represents an important dynamic factor that affects structural change. Collectively they provide a 

robust framework to explain why and how industries organize and places evolve, and provide insight 

into how they might evolve in the future (Sturgeon, Van Biesebroeck, & Gereffi, 2008; Sturgeon, 

2009). Governance in this framework provides more of a description of the dynamic causing the 

distribution of power, learning, and benefits among stakeholders in a value chain (Dunn, 2005). The 

three pillars of GVC Analysis include (Sturgeon, 2009): 

• Character of linkages: between stages in the chain of value-added activities explained in part by 

the theory of GVC firm governance. 

• Institutions: and the roles played in structuring business relationships and industrial location. 

Institutions exhibit shaping paper, the ability to structure and shape the creation and functions of 

units in the market and their relationships by setting the rules that firms must operate within 

(Stinchcombe, 1997; Sturgeon, 2009). Institutional rules typically seek to regulate the social and 

environmental setting of the industry. The relative influence of global and local/private and public 

actors in defining and monitoring standards has clear consequences for the nature of governance 

(Nadvi & Waltring, 2004). Firms and industries clearly adapt in response to institutional pressures 

(Sturgeon, 2009). 

• Power: how it is distributed and exerted among internal actors (firms) and other external actors in 

the chain. Power affects the distribution of profits and risk. Internal power comes from firms and 

the workers within the firms and is divided into two categories: firms and suppliers. External 

power comes from institutions created by the supporting environment and consumers (Sturgeon, 

2009).  

o Lead firms: wield purchasing power because they have the agency (within limits) to choose 

and replace suppliers. Purchasing power allows a lead firm to explicitly coordinate the 

activities of the supply chain and to pressure suppliers to lower costs, increase quality, adopt 

specific equipment, employ specific business processes, purchase inputs from specific 

vendors, and invest in specific locations (Sturgeon, 2009). 

o Suppliers: can exert platform leadership or competence power. The strongest form of 

supplier power is “platform leadership.” Platform leaders exhibit marketing and technological 

dominance, which affords them the power to set standards and warrant higher returns for their 

products. In such instances, suppliers exhibit more leverage in commercial relationships and 

share power with lead firms. Supplier power is not associated with explicit coordination of 
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buyers or other “downstream” value chain actors (Sturgeon, 2009). Therefore, while it is 

tempting to refer to platform leaders as “lead firms,” it is analytically useful to retain the 

distinction between lead firms and suppliers that are platform leaders, since the power that 

accrues to lead firms from placing orders (purchasing power) has a source (risk taking) that is 

distinct from the extreme technological competence required to set industry-level standards 

(Sturgeon, 2009). A softer form of supplier power, competence power, stems from technical 

and service capabilities that are more difficult to replace (Penrose, 1959; Sturgeon, 2009). 

Suppliers wield competence power when their products and services are seen as nearly 

indispensable for the lead firms they serve. Lead firms can use their purchasing power to 

place limits on supplier power, often with a large measure of success, since even the most 

competent and important suppliers base their success on winning future orders (Sturgeon, 

2009). When either form of supplier power is present, governance structures are more likely 

to be balanced. 

o Consumers: external to the chain, purchasers of the final products (consumers) exhibit 

consumer power. Consumers have the power to influence economic conditions by 

determining the price they are willing to pay for a product. The key question becomes what 

links of the value-added chain generate those attributes most strongly desired by consumers 

and which of those attributes correspond to the present and potential competitive advantage of 

a firm (Kogut, 1985). In addition, they can also exert shaping power, due to their ability to 

influence the social and environmental climate by encouraging other external members of the 

supporting environment, such as NGOs, to exert pressure on lead firms to engage in corporate 

social responsibility (CSR) practices. 

II. Macro: Institutions: no framework or direct relationships are provided for the macro-level. Changes in the 

macro-level are perceived to impact firm governance and are included within the firm governance 

framework. If no lead firm is present, it is likely due to a strong institutional influence.    

III. Micro: Upgrading: innovation that increases firm and/or value chain competitiveness (Dunn, 2005). At 

the micro-level, the ability of firms and locations to upgrade is largely determined by the resources a lead 

firm provides suppliers and the governance structure (meso-level). Certain governance structures are more 

advantageous for upgrading. Upgrading strategies range from increasing efficiency and output to access to 

new market channels and industry knowledge. Upgrading strategies include: 

• Process Upgrading: increases the efficiency of production (i.e., more output for same level of inputs; 

or same output for lower level of inputs) by transforming inputs into outputs more efficiently through 

better organization of the production process or introducing superior technology (Dunn, 2005; 

Humphrey & Schmitz, 2002b). The need to cut costs or increase output in response to competition 



 

 

 43 

drives process upgrading in order to reduce the per-unit cost of production (Humphrey & Schmitz, 

2002a; Schmitz, 1999). 

• Product Upgrading: is “moving into more sophisticated product lines (which can be defined in terms 

of increased unit values)” (Humphrey & Schmitz, 2002b). It relates to improving product quality and 

increasing value for customers (Dunn, 2005). It may be stimulated by changes in end markets, usually 

stemming from changes in customer preferences, or the desire for higher value added, higher quality, 

and consequently more profitable products. To remain competitive in rapidly changing markets, 

producers must be able to upgrade their products on an ongoing basis in order to adapt to new trends 

and achieve higher standards (Dunn et al., 2006; Humphrey & Schmitz, 2002a). 

• Intra-sector (Channel) Upgrading: operating in a new market channel within the same product value 

chain (Dunn, 2005). Participation in a range of markets provides firms with more effective risk 

management options and the capacity to enter new channels.  Channel upgrading is also a response to 

changing market conditions —as new markets open up, old ones may shut down, consumer 

preferences change, and prices fluctuate in existing markets. In some cases, firms seek out new 

channels for lower quality by-products that are not currently being sold at a lower cost to earn 

additional income and reduce wastage of product that cannot compete in higher-value channels. 

Whereas this  “down market” form of channel upgrading does not result in higher prices, it does ensure 

benefits by allowing firms to sell a higher proportion of their total output and providing more effective 

risk management through market diversification (Dunn et al., 2006).  

• Inter-sector (Chain) Upgrading: is the entry of a firm into a completely new value chain or industry 

using knowledge acquired through production of another product or a specialized service Intersectoral 

upgrading typically requires multiple upgrading strategies to occur simultaneously or in sequence in 

order to enter the new industry successfully. Intersectoral upgrading is especially notable as it 

facilitates a firm’s acquisition of more skill, knowledge, or technology specific to the new product 

(Dunn, 2005; Dunn & Parsons, 2007; Humphrey & Schmitz, 2002b).  Intersectoral upgrading may be 

used when there are few rents easily generated or appropriated in the current position (Kaplinsky & 

Morris, 2008). 

• Functional Upgrading: is the entry of a firm into a new, higher value-added function or level in the 

value chain (Humphrey & Schmitz, 2002a). It involves operating at a new level in the value chain 

(Dunn, 2005). 
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Table 4: Timeline of Economic Sociology Frameworks 

Year Theory; Events Frameworks, Models, Practitioners  
1977 World Systems Theory 

  Commodity Chains (Hopkins & Wallerstein, 1977) 
1994 Varieties of Capitalism and Economic Sociology 

  Global Commodity Chains (Gereffi & Korzeniewicz, 1994) 
1999 Spreading the gains from globalization workshop (Institute of Development Studies/Sussex 

University, United Kingdom) 
  (Gereffi & Kaplinsky, 2001) 

2000-
2005 

Global Value Chain (GVC) Initiative: Bellagio, Italy, 2000, 2003 and Rockport, MA, 2002, 2005 
(Sturgeon, 2000) 

  Widespread adoption of frameworks by international organizations (ILO, 
UNIDO, UNCTAD, national development agencies (US, UK, Canada, 
Denmark) and national governments (Canada, Chile) 

2005 Firm Governance 
  Firm Governance Framework (Gereffi et al., 2005) 

2006 Economic Geography 
  Global Production Networks (GPN): combine (a) Porter value chain concept; 

(b) networks and embeddedness paradigm in new economic sociology, (c) 
actor-network theory 4) GCC/GVC analysis (Hess & Yeung, 2006) 

2008 Special GVC Issue of Economy and Society (July) (Gibbon, Bair, & Ponte, 2008) 
  Duke-VIU Summer Research Workshop (Gereffi & Sturgeon, 2008) 

2009 Frontiers of Commodity Chain Research (Bair, 2009) 
  Three Pillars of GVC Analysis (Sturgeon, 2009) 

 

 

Figure 7: Evolution of Governance from Economic Sociology  

Note: GCC: Global Commodity Chain; GVC: Global Value Chain 
Developed by Author; Frederick, S. 
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 These frameworks can be used to develop upgrading strategies for suppliers or countries. Upgrading 

strategies ultimately focus on upgrading vis-à-vis the inter-firm network or with other countries (meso-level) 

rather than the steps taken at the firm level (micro-level). On the other hand, upgrading in the strategic 

management literature emphasizes the importance of product and process upgrading to a firm’s 

competitiveness. It points out that the key issue is not always “functionally upgrading” and moving into more 

advanced functions “along the value chain”, but often deepening the specific capabilities required to explore 

new opportunities offered “on the side” of the stage of the value chain where the firm is currently engaged 

(Morrison et al., 2007).  

 

 

Figure 8: Evolution of Meso-Level Economics Disciplines and Models 

Source: Author; Frederick; S. 

 The VCA approach comes from academic research on how local enterprises fit into the global 

economy. VCA is mostly used by organizations responsible for enterprise development and economic 

development, particularly in developing countries (Schmitz, 2005). Table 5 presents a hybrid of three 

established value chain research processes. 
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Table 5: Research Process: Value Chain: Economic Development 

Steps Descriptions 
1 Choose sectors to assess (1,2,3) and conduct market analysis (1,2) 
 I Secondary: market and industry reports; statistics 
 II Primary: identify and interview business environment and local-global institutions 

2 Value chain mapping (1,2) and field research; refine map (2) 
 I Identify companies in the supply chain 
 II Quantitative (NAICS); Qualitative: interviews, associations, reports 
 III Conduct research: Suppliers; Producers; Buyers 

3 Evaluate the findings (2) 
 I Compare perceptions of buyers and producers (2) 
 II Identify types of value chain governance (2) 
 III Identify leverage points and agents of change (2) 
 IV Identify SWOT of chain: what needs to change? (2) 

4 Use analysis to make predictions on how to increase competitiveness and value-added to suppliers 
(via upgrading) 

 I Recommendations for policy change (based on leverage points) (1) 
 II Recommendations for firm upgrading and identify facilitators 

Sources: (1): (FIAS, 2007); (2): (Herr, Hultquist, Rogovsky, & Pyke, 2006c); (3): (Kula et al., 2006) 

Summary 

 In summary, sociology and economic sociologists study relationships, or meso-level variables by 

combining ideas from industrial organization, economic geography and sociology. The goal is to understand 

determine the drivers of organization in the global economy by answering why and how this occurred. Research 

employs chain-based models to determine these causes; causes are used to predict future dynamics. Strategic 

management focuses on micro and macroeconomic variables by combing industrial organization, management, 

and operations research. The goal is to achieve competitiveness by maximizing “what is ” or the given 

organization of the industry. Marrying these two disciplines and their uses of the chain-based structure creates a 

union between the explanatory focus of  “where, why, and how” questions in geography and sociology, with the 

situation optimization focus on “who, what, and when” within economics and management analysis. 
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Chapter 3: Methodology 

Purpose of Research 

 The purpose of this research was to develop and apply a research approach that provides a 

comprehensive view of the past and the present forces driving change in the organization and relationships 

among stakeholders in textile value chains that can be used to predict future competitive dynamics and develop 

sustainable competitive upgrading strategies. This included: 

a. Reviewing and comparing industrial organization disciplines (PI; RO1) 

b. Combining elements to develop a value chain based research approach to analyze factors and 

relationships (including a research process, conceptual model, and visual representations) (PII; RO2) 

c. Applying the research approach to the North Carolina textile complex (PIII; RO3). 

 

Research Objectives 

Phase I: Review of Literature: research on industrial organization using secondary sources 

RO1: Identify differences and complementarities in the structural and dynamic factors that comprise 

value chain-based approaches, frameworks, models, and research processes used in industrial 

organization research. 

Phase II:  Develop research approach: conceptual model and research process  

RO2: Develop a research approach to analyze industry-specific and economy-wide business dynamics 

by combining and operationalizing existing approaches including: 

 Conceptual and Visual Models of the Structure 

 Conceptual Model of Dynamics 

o Sources of Internal and External Power 

o Upgrading: firm, chain, and industry 

o Value Chain Governance and Inter-firm Relationships 

- Internal Governance: Firms 

- External Governance: Institutions 

 Research Process 

Phase III: Apply the research approach to the North Carolina textile complex 

RO3: Apply the research approach developed in Phase II to the North Carolina textile complex. This 

included collecting and combining secondary and primary data from participants throughout the 

value chain structure and developing a plan to sustain and enhance future economic development 

and competitiveness of the local industry. 
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Research Design 

Strategy: Mixed Methods 

 The study used a pragmatic approach to derive knowledge about a problem using a mixed methods 

research design.  In a mixed methods approach, data collection involves gathering both numeric information as 

well as text information so that the final database represents both quantitative and qualitative information 

(Creswell, 2003).  

 A mixed method approach was used for this study because it provided the most effective way of 

answering questions by combining methods and sources. It was appropriate for this study because in value 

chain analysis, first-hand information from stakeholders (i.e., interviews, questionnaires) should be 

complemented by secondary information (Herr, Hultquist, Rogovsky, & Pyke, 2006d). This mixed methods 

study collected both quantitative and qualitative research from primary and secondary sources (Creswell, 2003). 

Transformative Concurrent (nested) 

 This study followed the transformative concurrent (nested) mixed methods research model. In a 

transformative study, an overarching theoretical perspective guides the researcher. This lens provides a 

framework for topics of interest, methods for collection data, and outcomes or changes anticipated by the study 

and the perspective is reflected in the research questions of the study. In this study, the theoretical perspective 

was the concept of value chain governance. 

 Within this lens, data can be collected sequentially or concurrently. In this study, quantitative and 

qualitative data was collected concurrently. Within the concurrent model, a nested approach was used to 

facilitate this perspective. In a nested approach, either quantitative or qualitative data take priority and 

integration of data can be at the analysis or interpretation stage (Creswell, 2003). The nested approach is used 

when the (a) embedded method addresses a different question than the dominant method, (b) data collected 

cannot be quantified, and/or (c) when the researcher seeks information from different levels or groups 

(Creswell, 2003). In this study, qualitative data was the predominant method used. Quantitative data was 

embedded within the predominant method. The data collected from the two strategies was mixed during the 

analysis phase   

Phases: Deductive and Inductive 

 This study consisted of three phases (I, II, and III). Deductive logic (Figure 9) was used in Phase I and 

II to address RO1-RO2 (Creswell, 2003). The approach for Phase I and II was explicit in which theory was used 

as a guiding framework to create the value chain research approach. 
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Figure 9: Deductive Model of Research 

Source: (Creswell, 2003)  

 The inductive approach (Figure 10) used in Phase III, addressed RO3.  Qualitative and quantitative 

data were gathered from secondary sources followed by primary data from value chain participants. This data 

was separated into categories to better understand the research questions and was analyzed to discover patterns 

that were used to make generalizations and to develop and verify theories (Creswell, 2003). 

 

Figure 10: Inductive Model of Research 

Source: (Creswell, 2003) 
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Strategy of Inquiry 

 Phase IIIA consisted of collecting and analyzing qualitative and quantitative secondary sources on 

textile-related market dynamics, trends, international trade, and production data. 

 The main strategy of inquiry in Phase IIIB was the survey method. Whereas the majority of previous 

GVC studies have only used case studies (Pietrobelli & Saliola, 2008), recommendations have suggested the 

benefit of adding firm-level surveys and questionnaires to explore the impact of global value chains on local 

firms’ competitiveness and upgrading (Morrison et. al., 2007).  

 Cross-sectional studies use questionnaires and interviews for data collection, with the intent of 

generalizing from a sample to a population. There are several ways to collect data using a survey: self-

administered surveys, interviews, structured record reviews or observations, or a web-based survey (Creswell, 

2003). The survey was administered through in-depth, semi-structured personal interviews. Interviews with key 

individuals are an important part of every value chain research project. Key individuals are people with insight 

or opinions about the topic under study such as academic specialists who have studied the industry, association 

chairmen, and government or organization officials (Herr, et. al., 2006d; McCormick & Schmitz, 2001). 

RO1 and RO2: Phases I and II: Deductive: Secondary Data Collection 

 In Phase I of the study, secondary data was collected to achieve RO1 and RO2. Table 6 outlines the 

steps and secondary data sources used to determine and compare disciplines and develop the research approach. 

Table 6: RO1 and RO2: Phases I and II: Steps and Secondary Data Sources 

Step Example and Sources 
1A Identify disciplines that study industrial and economic organization  

 • Strategic Management, Operations Management, Industrial Organization Economics 
• Economic Sociology, Organizational Economics 
• Economic Geography, Organizational Economics 
• Evolutionary Economics, Institutional Economics 

1B Identify chain and network-based organizational structures 
 Strategic Management (SM) 

• Supply Chain (SCOR, 2006) 
• Firm Value Chain and System (Porter, 1985a) 
• Geographic Clusters (Ketels, Lindqvist, & Sölvell, 2006; Sölvell, Lindqvist, & Ketels, 2003) 
• Industrial Clusters (Feser & Isserman, 2005) 
• Industry Architectures (Jacobides, Thorbjorn, & Augier, 2006) 
Economic Sociology 
• Commodity Chain (Hopkins & Wallerstein, 1986) 
• Global Commodity Chain (GCC) (Gereffi & Korzeniewicz, 1994) 
• Value Chain (VC) (Kogut, 1985) 
• Production Network (Sturgeon, 2000; Sturgeon, 2001) 
• Global Value Chain (GVC) (CGGC, 2009) 
Economic Geography 
• Global Production Network (GPN) (Ernst, 2001; Henderson, Dicken, Hess, Coe, & Yeung, 2002; 

Hess & Yeung, 2006) 
• Filière  (Raikes, Jensen, & Ponte, 2000) 
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Table 6 continued 

2A Identify industrial organization (IO) competitiveness theories: firms and industries 
 Strategic Management Theories  

• Competitive Strategy: Industry Structure; Strategic Positioning (Porter, 1980a; Porter, 1980b)  
- Industrial Organization: Contributions to SM (Porter, 1981) 

• Competitive Advantage: Operational Effectiveness and Competitive Strategy (Porter, 1985a) 
- Technology and Competitive Advantage (Porter, 1985b) 
- Information and Competitive Advantage (Porter & Millar, 1985) 

• Complementary Competencies: Firms Capabilities 
- Resource view of the firm (Barney, 1991) 
- Learning, core competence, co-evolution (Jacobides & Sidney, 2005; Teece, Pisano, & Shuen, 

1997); Evolutionary Theory of Economic Change (R. Nelson & Winter, 1982) 
2B Identify IO competitiveness frameworks: firms and industries  

 Competitiveness Frameworks 
• Competitive Strategy: Five Forces Model: Industry Structure and Attractiveness (Porter, 1980a)  

- Impact of Internet on Banking Using Five Forces (Siaw & Yu, 2004) 
• Competitive Strategy: Strategic Positioning: Generic Strategies: (Porter, 1980a) 
• Competitive Advantage: Operational Effectiveness; Competitive Strategy: Value Chain 

Framework (Porter, 1985a) 
• Supply Chain Management: Operations Management; Industrial Engineering (Lovejoy, 2001; 

Porter, 1996) 
• Location: National: Diamond Framework (Porter, 1990) 

- Anti-Trust Bulletin: On Competition (Porter, 1999) 
- Home Competition to Compete Abroad: Strategy, Structure, Rivalry (Sakakibara & Porter, 2001) 

• Location: Local: Clusters and New Economics of Competition (Porter, 1998b) 
- Location, Competition, Economic Development: Local Clusters, Global Economy (Porter, 2000) 
- Clusters, Competition: New Agenda: Companies, Governments, and Institutions (Porter, 1998a) 
- Innovation: Location Matters (Porter & Stern, 2001) 
- Economic Performance of Regions (Porter, 2003) 
- Cluster-based Strategies (Porter, 1980b) 

• Innovative Index: Determinants of National Innovative Capacity (Furman, Porter, & Stern, 2002) 
- Competitiveness Index: Nations (Porter, 2006) 
- Business Week: Why America Needs an Economic Strategy (Porter, 2008) 

2C Identify IO development theories: inter-firm networks and locations 
 Organizational Economics Development Theories  

• Varieties of Capitalism: Institutional Comparative Advantage (Varieties of Capitalism, 2001) 
• Worlds System Theory: Commodity Chain (Hopkins & Wallerstein, 1977; 1986) 
• Embeddedness, New Economic Sociology; Social Relationships in Economics (Granovetter, 1985; 

Swedberg & Granovetter, 2001) 
• Firm Governance: Driveness: Commodity Chains (Gereffi & Korzeniewicz, 1994) 

- GCC: Coordination and control among nations and firms in international industries (Gereffi, 1996) 
- Integration of trade, disintegration of production global economy (Feenstra, 1998) 
- IDS Bulletin: Value of VCs: Spreading Gains from Globalization (Gereffi & Kaplinsky, 2001) 
- Governance in GVCs: IDS Bulletin (Humphrey & Schmitz, 2001) 
- Chapter 1: GCC Genealogy and Review: Frontiers of GCC (Bair, 2009) 
- Regional Trade and Production Blocs: a Comparative Framework for Research (Bair, 2006) 
- CC: Global Capitalism and Commodity Chains and GCC Research Framework (Bair, 2005, 2003) 

• Collective Efficiency (CE) 
- CE Growth path for small-scale industry (Schmitz, 1995) 
- Upgrading to Compete (Pietrobelli & Rabellotti, 2006) 
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Table 6 continued 

 • Governance and Industrial Upgrading 
- Chain Governance and Upgrading: Taking Stock: Book Chapter (Humphrey & Schmitz, 2004a) 
- Governance in GVCs (Humphrey & Schmitz, 2004b) 
- Upgrading in GVCs (Humphrey, 2004) 
- Developing Country Firms: Governance, Upgrading (Humphrey & Schmitz, 2002a) 
- Insertion in GVCs affect on upgrading in industrial clusters (Humphrey & Schmitz, 2002b) 
- GPN and industrial upgrading: knowledge-centered approach (Ernst, 2001) 
- Governance and upgrading: linking industrial cluster GVC research (Humphrey & Schmitz, 2000) 

• Governance and Power Distribution 
- Globalization, poverty, inequality (Kaplinsky, 2005) 
- IDS: Spreading Gains from Globalization (Kaplinsky, 2000b) 
- JDS: Globalization and Un-equalization (Kaplinsky, 2000a) 

• Firm Governance: Coordination: Organization, Governance, Development: (Gereffi, 2005) 
- Inter-firm relationships GVC: governance and policy implications (Humphrey & Schmitz, 2008) 
- VC power relationships: MNC, buyers and local suppliers (Pietrobelli & Saliola, 2008) 

• Technological and Innovation Capabilities 
- GVC and technological capabilities framework (Morrison et al., 2007) 
- Organizational decomposition of the innovation process (Schmitz & Strambach, 2008) 
- Transitions, Trajectories: Build-Up of Innovation Capabilities: GVC Approach (Schmitz, 2007) 

2D Identify IO development frameworks: inter-firm networks or locations 
 Economic Sociology: Development Frameworks 

• Global Commodity Chain (GCC) Framework 
- Buyer-Driven GCC: How U.S. Retailers Shape Overseas Production Networks: (Gereffi, 1994) 
- Evolution of GVC and Internet (Gereffi, 2001) 

• GVC Firm Governance Framework: RIPE (Gereffi, Humphrey, & Sturgeon, 2005) 
- Modular production networks: new American model of IO (Sturgeon, 2002) 
- Quality Standards, Conventions, and Governance of GVC (Ponte & Gibbon, 2005) 

• Three Pillars of GVC Analysis: CC to VC: interdisciplinary theory building (Sturgeon, 2009) 
- Technological Learning, Upgrading, Business Function Outsourcing (Sturgeon & Gereffi, 2008) 
- Mapping Integrative Trade: Conceptualizing and Measuring GVCs (Sturgeon, 2008) 

• ACDI/VOCA: VC Framework: Briefing Paper (ACDI/VOCA, 2008) 
- Structure: Internal: End markets (Barber, 2008) 
- Vertical linkages (Choudhary, 2008) 
- Groups, Associations, and Other Horizontal Linkages (McCarthy, 2008) 
- External: Business enabling environment (Kleinberg & Campbell, 2008) 
- Supporting Markets: Finance (Stallard & Fries, 2009) 
- Supporting Markets: ICT (Payne, Kearns, & Schiff, 2009) 
- Dynamics: Value Chain Governance: Briefing Paper (Frederick & Gereffi, 2009c) 
- Value Chain Governance: Wiki (Frederick & Gereffi, 2009d) 
- Inter-firm Relationships (Campbell, 2008b) 
- Upgrading: MSE Upgrading in VCs: Briefing Paper (Dunn & Parsons, 2007)  
- Lessons Learned on MSE Upgrading in VCs (Dunn, et. al., 2006) 
- Upgrading: Wiki (Frederick & Gereffi, 2009b) 

2E Identify common theories 
 • Comparative Advantage: Ricardo 

• Clusters/Collective Efficiency and External Economies: Principles of Economics (Marshall, 1920) 
• Transaction Cost Economics (Coarse, 1937; Williamson, 1975) 
• Economic Institutions of Capitalism: Firms, Markets, Relational Contracting (Williamson, 1985) 
• Technological and Innovation Capabilities: the Theory of the Growth of the Firm (Penrose, 1959) 
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Table 6 continued 

3 Identify existing research processes and methodologies to operationalize frameworks 
 VCA Approaches 
• GVC Initiative: Website (CGGC, 2009) 

- IDS Bulletin: How Do We Define VCs and Production Networks (Sturgeon, 2001) 
- Background Paper VC Workshop (Sturgeon, 2000) 

• ACDI-VOCA: Key Elements of the VC Approach (Campbell, 2008a) 
• ACDI-VOCA: Value Chain Development Wiki (Value chain development, 2009) 

- ACDI-VOCA: VC Approach for Competitiveness Strategy (Downing, Correa, & Campbell, 2008) 
- ACDI-VOCA: End Market Research Toolkit: upgrading VC competitiveness with informed choice 

(Henning, Donahue, & Brand, 2008) 
- ACDI-VOCA: Globalization and the Small Firm: VCA to Economic Growth and Poverty Reduction 

(Kula, et. al., 2006)  
• WB: Moving Towards Competitiveness: a VC Approach (FIAS, 2007) 
• WB: A Corporate Social Responsibility (CSR) Diagnosis Module for Application in Value Chain 

Analysis (VCA) (FIAS, 2006) 
• WB: Understanding, Escaping Commodity-Dependency: GVC (Farfan, 2005);  
• ILO: A Guide for VC Analysis for Upgrading: (Herr, Hultquist, Rogovsky, & Pyke, 2006b) 

- Intro: Explaining Concepts (Herr, Hultquist, Rogovsky, & Pyke, 2006a) 
- Module I: Project Set-Up (Herr, et. al., 2006c) 
- II: Value Chain Analysis (Herr, et. al., 2006d) 
- III: Finding Upgrading Strategies (Herr, Hultquist, Rogovsky, & Pyke, 2006e) 
- IV: Implementation (Herr, Hultquist, Rogovsky, & Pyke, 2006f) 
- V: Impact Assessment and Strategy Revision (Herr, Hultquist, Rogovsky, & Pyke, 2006g) 

• ILO: VCA for Policymakers and Practitioners (Schmitz, 2005) 
• IDS: Home Workers (McCormick & Schmitz, 2001)  
• IDRC: Handbook for VC Research (Kaplinsky & Morris, 2001) 
• MEDA: Market Research for Value Chain Initiatives (Miehlbradt & Jones, 2007) 
• MEDA: Program Design Toolkit for Value Chain Initiatives 
• DIIS: Strategic Framework and Toolbox for Action Research: Small Producers in VCs 
• VIU Workshop: GVC Approach: theories and methodology (Gereffi & Sturgeon, 2008) 
• WORKS: VC Restructuring in Europe in Global Economy (Huws, 2008) 
• OECD: Moving Up VC: Staying Competitive in Global Economy (OECD, 2007) 
Environmental Scanning Approach 
• Concepts in Strategic Management and Business Policy (Wheelen & Hunger, 2008) 
• Strategic Management: Concepts and Cases (David, 2008) 

4 Identify limitations and critiques of frameworks and approaches 
 • GVC: Lack of predictive power and importance of other factors  (Altenburg, 2006; Gibbon, 2008; 

Gibbon, Bair, & Ponte, 2008) 
• GCC: Lack of Institutional and Regulatory Contexts (Bair, 2008; Dicken et. al., 2001; Peters, 2008) 
• Strategic Management Process: Limitations of Firm Focus (Fung, et. al., 2008; Huws, 2008) 
• Porter’s Cluster Strategy vs. Industrial Targeting (Woodward, 2005) 
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Table 6 continued 

5 Identify research project examples using the research processes 
5A Identify examples within the textile and apparel (T&A) complex 

 • Textile Comparative Advantage (Kilduff & Ting, 2006a; Kilduff & Ting, 2006b) 
• Technical Textile Comparative Advantage (Chang & Kilduff, 2002; Chi, Kilduff, & Dyer, 2005) 
• When do firms downsize? (Conway, 2004b) 
• Performance and perception: survey of U.S. textile manufacturers (Conway & Connolly, 2004) 
• Downsizing, layoff, plant closure: (Conway, 2006a) 
• Import price pressure firm productivity and employment: the case of U.S. textiles: (Conway, 2006b) 
• GCC: International Trade and Industrial Upgrading (Gereffi, 1999) 
• GCC: Power and Profits: Apparel (Appelbaum & Gereffi, 1994) 
• Global shifts, regional response: can North American meet full-package challenge? (Gereffi, 1997) 
• GCC: Four Countries: Export Positions (Lee, Lee, & Moore, 2004) 
• UNIDO: Global Apparel VC: Upgrading Developing Countries (Gereffi & Memedovic, 2003) 
• Is Price and Cost Competitiveness Enough for Apparel Firms to Gain Market Share in the World 

after Quotas? A Review (Tewari, 2006) 
• Oxfam: U.S. Cotton Value Chain (Hutson, Biravadolu, & Gereffi, 2005) 
• Employment in U.S. T&A industries: regional vs. national trends (Hodges & Karpova, 2006) 
• Textile Industry Briefing (RSM EquiCo, 2005) 
• OECD: A New World Map in Textiles and Clothing (Audet, 2004) 
• State of Industry (Mattson, 2006) 
• Multinational Financial Management (Shapiro, 2006)  
• Report to Congress, The Past, Present, Future: United States: 2004 (The past, present, 2004) 
• International Competitiveness of U.S Man-Made Fiber (Ricks, Arpan, Clamp, Hand, & Toyne, 1986) 
• Industry Structure and the Marketing of Synthetic Fibers (Hardin, 1990) 
• World Bank: G8: Protectionism in the T&A Industry (Frederick & Gereffi, 2009a) 
NAFTA-Related 
• Development Models and Industrial Upgrading in China and Mexico (Gereffi, 2009) 
• GCC and Endogenous Growth: Mexico and Honduras (Bair & Peters, 2006) 
• Regional Trade and Production Blocs: Comparative Framework (Bair, 2006) 
• North America Apparel Industry after NAFTA (Free Trade, 2002) 
• NAFTA: Curse or Blessing (Gereffi, 2000) 
• GN: Upgrading, Uneven Development, Jobs: North America Apparel Industry (Bair & Gereffi, 2003) 
• WD: Local Clusters, Global Chains: Causes and Consequences of Export Dynamism in Torreon's 

Blue Jeans Industry (GG) (Bair & Gereffi, 2001)  
• U.S. Textile Industry Reflection: NAFTA, U.S. corporate strategy (Hyunjoo & Moon, 2003) 
• Analysis of NAFTA and Textile Closings in NC (Giermanski & Lodge, 2002) 
• NAFTA: Emerging Apparel Production Networks and Industrial Upgrading: Southern 

California/Mexico Connection (Kessler, 1999) 
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Table 6 continued 

5B Identify textile upgrading examples 
 Process and Product Upgrading 

• Barriers to Adoption of Revolutionary Manufacturing Processes (Sabourin, 1998) 
• Beyond Mass Production (Singletary & Winchester, 1996) 
• Minnesota textile and apparel industry: assess customization, characteristics, needs (Bye, 2004) 
• Supply chain management technology adoption: Burlington Industries (Cooper, 2006) 
• New Product Development, Textile Applications (Wonseok, Powell, & Cassill, 2005) 
• Branding to Compete: Applications to T&A (Bruer, Cassill, & Jones, 2005) 
• Patrick Yarns: Spinning a New Strategy (Newsome, 2009) 
• Cone Denim/ITG (Borneman, 2006); Tuscarora Yarns (Speer, 2004) 
Functional Upgrading: 
• Coordinating Manufacturing and Marketing: Role of Selling Agent in U.S. Textiles (French, 1994) 
• Global Sourcing Shifts: US T&A: Cluster Analysis (Su, Gargeya, & Richter, 2005) 
Channel Upgrading: Factors in a Successful Niche Market Strategy: (Giermanski & Lodge, 2002) 
Industry Upgrading Dynamics: Technical Textiles 
• IFAI: Part I & II: State of the Industry: U.S. Specialty Fabrics (Rasmussen, 2008a; 2008b 
• Making the Transition: Traditional to Technical (“Making the transition”, 2007) 
• Techtextil: State of the Industry: 2008 (Smith, 2008) 
• World Markets for Technical Textiles to 2012 (“International Rayon and Synthetic Fibres”, 2007) 
• Post-Quota Era: Prospects to 2015: (“Strategies for textile and apparel manufacturers”, 2007) 
• TTM: Innovations in fibers, technical textiles, apparel and machinery (Innovations in fibres, 2007) 

5C Identify examples on the North and South Carolina textile complexes 
 • NC textiles project: an initial report: (Conway, Connolly, Field, & Longman, 2003) 

• Charting job loss in NC textiles (Conway, 2004a) 
• North Carolina in the Global Economy (Gereffi, Denniston, & Hensen, 2007) 
• NC Clusters (Goldstein, Jolley, Miller, & Pearlman, 2007) (Goldstein, et al., 2008) 
• NC Textile Value Chain Survey Results (DeMarchi, et al., 2007) 
• NC Descriptive Analysis (Frederick, Cassill, Godfrey, & Little, 2007a) 
• State of the Union of the Textile Industry in NC (Cassill, Godfrey, Little, & Frederick, 2006) 
• JTATM: NC Textile Connect (Frederick, 2007) 
• SC Competitiveness Initiative: A Strategic Plan (Cluster Study) (Porter, 2005) 
• Clemson: SC: T&A: Trends: Traditional and Emerging Sectors (Eades, Barkley, & Henry, 2007) 
• Clemson: Contribution of the T&A Cluster to the SC Economy (Henry, Barkley, & Eades, 2007) 
• Competitiveness: SC Textile Industry (Cassill, Godfrey, Little, Frederick, & Sampson, 2007) 
• Building the NC Performance Cluster (Cassill, Little, Godfrey, & Nelson, 2007) 
• NC: Building the Performance Cluster: Dissertation (H. Nelson, 2008) 
• Performance Textile Competitiveness Framework (Cassill, Little, Godfrey, & Craven-Gildea, 2009) 
• Extreme Makeover: Textile Complex in NC (Extreme makeover, 2009) 
• Southern Textiles in a Global Context (Carlton & Coclanis, 2005) 
• Industrial adjustment NC textile and clothing industry (Gereffi, 2004) 
• Analysis of NAFTA and Textile Closings in NC (Giermanski & Lodge, 2002) 

6 Determine optimal structure, theories, frameworks, and research processes; develop research approach 
 Structure: inter-firm network value chain; internal and external actors 

Theories: governance, industrial upgrading, power, competitive and comparative advantage 
Frameworks: Pillars of GVC Analysis; Diamond Framework 
Process: VCA for Economic Development, VC Analysis-Environmental Scanning Hybrid 
Papers Outlining Parts of the Research Approach: (Frederick & Cassill, 2009); (Frederick, Cassill, 
Godfrey, & Little, 2009) 

Steps created and information created by: Author; Frederick, S. 
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RO3: Phase III: Inductive 

 In Phase IIIA of the study, secondary qualitative and quantitative data were collected concurrently. 

Qualitative and quantitative secondary data were collected to analyze the current market dynamics in the textile 

industry, to identify members of the value chain structure, and to develop the Phase IIIB instrument. The 

secondary data for Phase IIIA was collected from January 2009-March 2009. 

RO3: Phase IIIA: Secondary Data Collection and Analysis 

 Table 7 below outlines the steps taken in the secondary data collection process, the sources used, and 

the types of data collected. 

Table 7: Phase IIIA: Steps and Secondary Data Sources 

Step and 
Description 

Sources 

1 Choose industry to be assessed and conduct global market analysis. Identify 
structure, linkages, and competition.  

1A Qualitative, secondary data. Identify market share, lead/platform firms and trends. 
Textile Components Textile Components: Leading U.S. Firms: Market Share 

• Textiles in the United States: Datamonitor (2007b; 2008f; 2009g) 
• Global Textiles: Datamonitor (2007a; 2008c; 2009d) 
• Plunkett’s Almanac: Plunkett, (2007; 2008) 
• U.S. Yarn, Fiber, and Thread Mills (IBISWorld, 2008h) 
• U.S. Broad Woven Fabric Mills (IBISWorld, 2008a) 
• U.S. Narrow Fabric Mills (Rajakumar, 2009),  
• Cotton Fabrics: Freedonia (2007a; 2008e) 
• U.S. Nonwoven Fabric Mills (IBISWorld, 2009k) 
• Nonwoven Manufacturers (Freedonia, 2007c) 
• Coated Fabrics: Freedonia (2008d; 2009c) 
• U.S. Textile and Fabric Finishing Mills (IBISWorld, 2009l) 
• U.S. Fabric Coating Mills (IBISWorld, 2008c) 
• U.S. Textile Bag and Canvas Mills (IBISWorld, 2009m) 
• Nanocomposites (Freedonia, 2008h) 
Platform Leader Firms 
• Strategies of Leading International Technical Textile Firms (Wilson, 2008) 
• Markets for Smart Fabrics and Interactive Textiles (Global markets, 2008) 
• Smart Fabrics and Intelligent Textiles in the UK: (Adams, 2007) 
• Section: High Tech and Smart Fabrics (Plunkett, 2007) 

Linkages: Suppliers: 
Fibers and Chemicals 

Important Input Suppliers 
• Synthetic Fibers (Freedonia, 2007d)  
• Polyester Fibers (Freedonia, 2007c)  
• Nylon Resins (Freedonia, 2008j) 
• Polyethylene (Freedonia, 2008l) 
• Polypropylene (Freedonia, 2008m) 
• Natural Polymers (Freedonia, 2008i) 
• Textile Chemicals: Freedonia (2007e; 2008o) 

 



 

 

 57 

Table 7 continued 

Linkages: 
Apparel 

Leading U.S. Apparel Manufacturing Firms 
• U.S. Hosiery and Sock Mills (IBISWorld, 2008d)  
• U.S. Apparel Knitting Mills (Sabourin, 1998) 
• U.S. Cut and Sew Contractors (IBISWorld, 2009d)  
• U.S. Men’s and Boys’ Apparel Manufacturing (IBISWorld, 2009j) 
• U.S Women’s and Girls’ Apparel Manufacturing (IBISWorld, 2009n) 
• U.S. Other Apparel Manufacturing (IBISWorld, 2008b) 
Apparel Brands (National): All Types 
• Apparel/Footwear: Driscoll & Wang (2009a; 2009b) (Standard & Poor's, 2008) 
• Apparel (Freedonia, 2008a; Freedonia, 2009a) 
• Global Apparel and Textiles (Datamonitor, 2008a; Datamonitor, 2009a) 
• Global Apparel Retail (Datamonitor, 2009b) 
• Global Womenswear (Datamonitor, 2008d; Datamonitor, 2009e) 
• Womenswear in the US (Datamonitor, 2008g; Datamonitor, 2009h) 
• U.S. Women, Children and Infants' Apparel Wholesale (IBISWorld, 2009p) 
• Global Menswear: Datamonitor (2008b; 2009c) 
• Menswear in the US: Datamonitor (2008e; 2009f) 
• U.S. Men’s and Boys’ Apparel Wholesaling (IBISWorld, 2008f) 
• Athletic Apparel: Freedonia (2008b; 2009b) 
• USITC: Performance Outerwear (Boron, Colby-Oizumi, & Freund, 2007) 
Brand Marketers, Specialty Apparel and Mass Retailers 
• Clothing-US: Industry Report: Euromonitor (2007a; 2009) 
• Apparel Magazine “Apparel top 50” (2007; 2008; 2009) 
• U.S. Family Clothing Stores (IBISWorld, 2009f) 
• S&P Industry Survey Specialty Retail: Souers (2008; 2009) 
• U.S. Men’s Apparel Retail (IBISWorld, 2008g) 
• U.S. Women’s Clothing Stores (IBISWorld, 2009o) 
• Men’s Retail Clothing (Freedonia, 2008g) 
• Women’s Retail Clothing (Freedonia, 2008p) 
• S&P Industry Survey Retail General: Asaeda (2008; 2009a; 2009b) 
• U.S. Department Stores (IBISWorld, 2009e) 
• U.S. Big Box Retail or Discount Stores (IBISWorld, 2009a) 
• STORES Top 100 Retailers (Schulz, 2008b); Hottest 100: (Schulz, 2008a) 
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Table 7 continued 

Linkages: Home 
Furnishings 

Home Textiles: All Products: Manufacturers 
• Bed and Bath Products (Freedonia, 2008c) 
• Home Textiles Today (HTT) Top 15 Supplier Giants (“HTT' top 15”, 2009) 
• Top 50 Manufacturers of Home Products (HFN, 2008d)   
• Top 150 Home Products Brands (HFN, 2007b) 
• U.S. Curtain and Linen Mills (IBISWorld, 2009c) 
• Wall Coverings (Freedonia, 2007f) 
Home Furnishings: Specialty Retailers and Mass Merchants 
• FF Bed and Bath (Freedonia, 2008c) 
• HTT Top 50 Retailing Giants (Top 50 retailing giants, 2009) 
• HFN Top 25 Totally Home Retailers (HFN, 2008c)   
• IBIS US Home Furnishings Stores: (IBISWorld, 2009h) 
• Furniture Today Top 25 Furniture (Top 25 U.S. furniture retailers, 2008) 
• Furniture Today Top 25  (Top 25 U.S. bedding retailers, 2008) 
• Furniture Today Top 100 (Top 100 U.S. furniture stores, 2008; 2009) 
• IBIS US Furniture Stores (IBISWorld, 2009g) 
Furniture: Household Manufacturers and Sources 
• Household Furniture Manufacturers (Freedonia, 2008f) 
• U.S. Furniture Manufacturers (IBISWorld, 2008e) 
• Furniture Today: U.S. Furniture Market  (“Top 25 sources”, 2008; 2009) 
• U.S. Carpet and Rug Mills (IBISWorld, 2009b)  
• U.S. Mattress Manufacturing (IBISWorld, 2009i) 
• Sleep Products: (Freedonia, 2008n) 
• Top 15 U.S. Bedding Producers (“Top 15 U.S. bedding”, 2008; Perry, 2009) 
• Office Furniture (Freedonia, 2008k)  
Home Furnishings: Market Trends: Present Reports 
• State of the Industry (HFN, 2008b) 
• Fashion 50: In Style and On Target (HFN, 2007a); Influential People (HFN, 2008a) 

1B Quantitative, Secondary: Production and Trade Data 
U.S. Production 
and Export Data 

• CIR Report for Textiles: 2008 and 2007 (U.S. Census Bureau, 2008; 2009e) 
• CIR Report for Cotton: 2008 Summary (U.S. Census Bureau, 2009b) 
• CIR Report for Apparel 2008 (U.S. Census Bureau, 2009a) 
• CIR Report for Socks 2008 Annual Summary (U.S. Census Bureau, 2009d) 
• Fiber Organon U.S. Manufactured Fiber Capacity (“U.S. manufactured fiber”, 2009)  
• U.S. Capacity, Production, and Utilization (“U.S. capacity”, 2009)  
• U.S. Mill Fiber and Apparent Fiber Consumption (“U.S. mill fiber”, 2009) 
• OTEXA: Quarterly Report on Imports and Domestic Products (OTEXA, 2009c) 
• OTEXA: U.S. Imports of Textiles and Apparel (MFA) (OTEXA, 2009b) 
• OTEXA: U.S. Exports of Textiles and Apparel (OTEXA, 2009a) 
• OTEXA: General (U.S. (ITA), 2010) 
• USITC Interactive Database (USITC) 
• U.S. Census: Industry Statistics Sampler (U.S. Census Bureau, 2009c) 
• Fiber Organon Survey of Production and Capacity (“2008 worldwide survey”, 2009)  
• NAFTA Trade in Manufactured Fibers: (“NAFTA trade”, 2009) 
• Fiber Consumption U.S. Technical Textiles (“Statistics fibre consumption US”, 2008) 
• Technical Reports: (David Rigby Associates, 2002; Horrocks & Anand, 2000) 

International 
Trade Trends 
 

• Trends in World Textile and Clothing Trade (Anson & Brocklehurst, 2008)   
• Asian Trade and Production Trends  (“World textile and apparel: China”, 2008)  
• USA and Europe Trends (“World textile and apparel: USA, EU”, 2008) 
• World Trade Organization (WTO) (2009) International Trade Statistics 



 

 

 59 

Table 7 continued 

2 Create initial map of the value chain structure using textile value chain model 
2A Qualitative, Secondary: Map Supporting Environment 

 Value Chain Image 
Supporting Environment Document 
Textile Connect Information Warehouse (Frederick, Cassill, Godfrey, & Little, 2007b) 

2B Qualitative, Quantitative, Secondary: Product Tracing 
 Identify products and transformations 

U.S. input-output data (Horowitz & Planting, 2006; Stewart, Stone, & Streitwieser, 2007) 
Technical textiles market data (David Rigby Associates, 2002) 
Benchmark industry cluster templates (Feser & Bergman, 2000; Feser, 2005) 

3 Identify population and sample of firms by value chain sector 
3A Quantitative, Secondary: Value Chain Mapping 

 Dun and Bradstreet North Carolina Database (D&B Selectory, 2008) 
North Carolina Statistics (NCESC, 2008) 

4 Create survey instrument for primary data collection 
4A Qualitative, Secondary: Identify existing survey instruments and metrics 

 • Composites survey (SC Export Consortium (SCEC), 2006) 
• Business functions survey (Sturgeon & Gereffi, 2008) 
• Governance structures metrics (Pietrobelli & Saliola, 2008) 
• Competitiveness Index: U.S. Council on Competitiveness (Porter, 2006) 
• World Bank Surveys (FIAS, 2007) 
• VCA for policy-makers (Schmitz, 2005) 
• NC performance focus group questions (H. Nelson, 2008) 
• NC textile and apparel survey results (DeMarchi et al., 2007) 
• CGGC EDF papers (Lowe & Gereffi, 2008) 
• U.S. Textile Manufacturers Survey (Conway & Connolly, 2004) 
• Census Questionnaires (U.S. Census Bureau, 2007) 

Steps created and information created by: Author; Frederick, S. 

Phase IIIA: Secondary: Identify Important Lead Firms 

 In Phase IIIA, the most important lead firms (N=89) in each market channel were identified using the 

following sources and processes. A detailed listing of resources is outlined in Table 7 above.  

 Important input suppliers and textile firms were identified using the following selection process. A 

total of 13 firms were included for inputs. For the sample of textile platform leaders, firms that met market 

demographics from the last two reports were included for a total of 18 firms.  Firms included in the textile 

market reports that manufactured fibers were included in the input section.  

• The top three U.S. suppliers of textile chemicals to the U.S. market (Freedonia, 2008o) 

• The top three U.S. producers of nylon resins (Freedonia, 2008j) 

• The top three leading suppliers to the U.S. market for polyester fibers (Freedonia, 2007c) 

• Four firms from the (Wilson, 2008) were included as inputs   

• Strategies of Leading International Technical Textile Firms (Wilson, 2008) 

• Global Markets for Smart Fabrics and Interactive Textiles: SFIT (Global markets, 2008). 
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 The sample selection process for apparel lead firms involved identifying secondary sources of 

information  (see Table 7 above) and combining sources to identify the most import lead firms by type. A total 

of 14 final product manufacturers and 15 specialty retailers were included. To be included, the firm had to be 

listed in two of the following four reports: 

• S&P Apparel Listing for 2008 (Driscoll & Wang, 2009a) 

• Euromonitor Company Shares (Euromonitor, 2007a) 

• Apparel Magazine Listing for 2007: (“Apparel's top 50”, 2008) 

• S&P Specialty Retail Listing for Apparel (Souers, 2009).  

 The sample selection process for home furnishings final products was broken into two parts because of 

the different product categories included. A total of 14 firms were included for both parts. The first part 

determined lead firms that are final product brand manufacturers or brand marketers for home textiles and for 

furniture. A total of six firms were identified for home textile final products as follows: 

• All six firms listed for textiles in Home Furnishings News (HFN) Top 50 Home Product 

Manufacturers (2008d). 

• All six firms were also in the top 10 of Home Textiles Today (HTT) Top 15 Supplier Giants (2009). 

 For furniture and mattresses final products, eight firms were identified using the following process:  

• The top three from Furniture Today’s (FT) Top 15 US Bedding Producers (Perry, 2009) 

• The top five with upholstered furniture in the FT Top 25 Sources for the U.S. Furniture Market (2009) 

• All of these firms were also in HFN Top 50 Home Product Manufactures (2008d) for furniture. 

 The second sample selection process for home furnishings was used to identify specialty retailers for 

home textiles and furniture. A total of nine (N=9) firms were identified. Three of these firms were home textiles 

specialty retailers identified using the following process: 

• Two of the top 10 in Home Textiles Today (HTT) Top 50 Retailing Giants (2009) were selected 

• The only firm for home furnishings in the S&P specialty retailers report was included (Souers, 2009) 

• The HFN Top 25 Totally Home Retailers (2008c) was used as additional reference to determine the 

number of firms taken from the first two references. 

 Six firms were chosen for furniture and mattress specialty retailers based on the following process: 

• The top three from Furniture Today’s Top 25 U.S. Bedding Retailers (2008) 

• Three of the top four of Furniture Today’s Top 25 U.S. Furniture Retailers (2008) 

• Furniture Today’s Top 100 Furniture Stores (2009) was used as an additional reference. 

 The final group included mass merchants, department stores and discount chains that are responsible 

for retailing national apparel and home furnishings brands. All of the retailers listed were included in the S&P 

listing of general retail top mass merchandisers (Asaeda, 2009a). Each firm had to be significant in both apparel 

and home furnishings retail sales and offer private label brands. A total of six (N=6) firms were included. 
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RO3: Phase IIIB: Primary Data Collection 

 In Phase IIIB, a questionnaire was used to gather primary data using a mixed methods approach that 

combines structured, close-ended and non-structured, open-ended questions. Primary data was collected and 

described using the textile value chain reference model. This model divides the value chain structure into two 

parts: internal to the chain, and external to the chain. Internal to the Chain: suppliers, component producers, 

final product producers and buyers. External to the Chain: supporting environment (social, economic, political). 

In Phase IIIB interviews were carried out on the five levels of the value chain structure: 

I. Supporting Environment 

II. Input Suppliers  

III. Textile Component Producers  

IV. Final Product Producers 

V. Buyers. 

 Data was collected from personal interviews scheduled at a time and place convenient to the 

interviewer and within the specified the time frame: March-August 2009.  Phase IIIB began with personal 

interviews with members of the supporting environment. Next, North Carolina textile producers and suppliers 

as well as global buyers/leading firms in selected textile markets both identified in Phase IIIA were interviewed. 

Interviewees were primarily senior-level management responsible for corporate strategy formulation or 

operations management. A total of 73 interviews were conducted. Each interview lasted between one and three 

hours, with the average time around two hours.  

RO3: Phase IIIB: Sample Selection 

 This study collected a stratified sample from each of the five parts of the value chain structure. Firms 

selected within from each strata using a variety of non-probability sampling techniques including convenience 

and judgmental sampling followed by the snowball method for subsequent interviews. This study targeted firms 

serving consumer market distribution channels rather than industrial or institutional channels, although overlaps 

often occur. The targeted end-use markets within the consumer market distribution channel included apparel 

and home furnishings. Consumer distribution channels and end-use markets were chosen because: (a) final 

products are often made entirely of textile components, (b) products for these markets comprise the majority of 

the volume of textile products produced (David Rigby Associates, 2002)  (c) classification systems exist to 

identify past and present firms and statistics for comparative purposes and (d) North Carolina has a historic and 

established presence in these areas (Glass, 1992). Furthermore, apparel and home products are typically the 

initial entry points into the textile and apparel industry (Gereffi, 1999) and thus represent the most logical 

starting point to conduct a comprehensive study on industry upgrading opportunities. The following outlines the 

steps taken in the sample selection process: 
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1) Stratify: segment the value chain into major categories of the supply chain and value chain using 

NAICS codes as described in the textile value chain model (Frederick, 2009; See Table 8). Firms from 

the entire North Carolina population were stratified into the four sectors of the supply chain based on 

their NAICS codes and classifications in the D&B Selectory (2008). Supporting environment 

organizations in each of the six categories in the value chain model were also identified (see Table 11). 

2) Non-probability, convenience sampling: identify national lead firms (brand owners: retailers, 

marketers, manufacturers) and platform suppliers engaged in textile consumer markets using market 

reports (Phase IIIA secondary process). Firms in this listing were contacted based on availability of 

contact information.  

3) Non-probability, judgmental: identify local (North and South Carolina) firms (both producers and non-

producers) in each of the five parts of the textile value chain model. Due to the limitations of existing 

classification systems and resources (Frederick, 2008), firms were chosen based on the researcher’s 

knowledge of participants and their relevance to the study.  

4) Non-probability, snowball sampling: identify contacts at additional firms based on referrals from 

previous interviews.  Interviewees were asked to identify suppliers, competitors, and buyers. Initial 

interviews were conducted with the supporting environment to identify local input suppliers (primarily 

input and textile component sectors) to lead to additional contacts further downstream in the final 

product and distribution/sales categories. This methodology ensured that a holistic view of the industry 

was presented based on value chains that run through North Carolina.  

 Non-probability samples were chosen within the stratified sample sectors rather than randomly 

selecting firms to ensure that a complete value chain analysis (fiber to retail and supporting industries) was 

conducted. Previous research (Frederick, et. al., 2007b; Frederick, 2008) identified both textile-related NAICS-

codes and firm databases based on NAICS codes to be inconsistent, inaccurate, and outdated. Non-probability 

sampling ensured that firms throughout the value chain were represented and identified in a timely manner. This 

strategy also helped identify firms in sectors not represented by market reports (machinery, yarn, narrow fabric, 

hosiery) and firms that do not have specific-NAICS classifications (brand marketers, supply chain integrators). 

Table 8: Levels of Firm Interviews with NAICS Codes 

Suppliers Textile Components Final Products Buyers 
Fibers 32522 

111920 
327212 
327993 
335991 

Yarn and Thread 
Broadwoven 

Narrow Woven 
Nonwoven  

Knit 

3131 
313210 
313221 
313230 
31324 

Home Furnishings 
3141  

Wholesale: 
Apparel 
Home 

 

424320 
424330 
423220 

Machinery 333292 Coated Fabric 
Finished Fabrics 

313320 
31331 

Apparel: 315 Retailers: 452; 448 

Chemicals: 
Dyes 

32513 Piece Goods 
Wholesale 

424310   
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Sample Demographics 

 The following tables (Table 9-Table 12) include the total number of interviews completed as part of 

this research, by category and geographic location.  

Table 9: Interviews by Category (N=73) 

Category Total Interviews: % Total Public Private NC HQ: % Total 
Firms 56 77% 14 42 35 63% 
Supporting Environment 17 23%   10 59% 
Sample Total 73 100.0%   45 62% 

HQ: Headquarters 

Table 10: Interviews: North Carolina Locations and Functions 

Category NC Locations and % Total Manufacturing Sales, Service, Distribution 
Firms 41 73% 29 12 
Supporting Environment 10 59% N/A 10 
Sample Total 51 70% 29 22 

 

Table 11: Supporting Environment Interviews (N=17) 

Supporting Environment Category Industry-specific Economy-wide Total NC HQ 
Trade and Professional Organizations 4 0 4 2 
Education, Testing, Training 4 0 4 4 
Government Services 1 6 7 3 
Business, Information, and Technology  2 0 2 1 
NGO, Standards, Infrastructure, Finance - - - - 
Interview Totals 11 6 17 10 

 

Table 12: Firm Interview Results: Supply Chain Sector and Product Category (N=56) 

Supply Chain Sector and Product Total Sectors’ % of Total  NC Location NC Headquarters 
Inputs 9 12.5% 6 4 

Machinery 3    
Chemical 1    

 

Fiber 5    
Components 25 34% 21 19 

Thread, Yarn and Finishing 10     
Woven Fabric and Finishing 15    

Final Products 17 23.5% 12 10 
Home Products 7     
Apparel 10    

Distribution and Sales: Retail 5 7% 2 2 
Specialty Retail 3     
Mass Retail 2    

Interview Totals 56 77% 41 35 
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RO3: Phase IIIB: Instrument Development 

 The survey used in this research covered four sections. These sections relate to the internal and 

external factors that affect firm and value chain competitiveness. The goal of the interviews was to better 

understand how these factors have affected vertical and horizontal relationships in the past and present in order 

to predict potential future trends. The following is an outline of the survey sections and topics (approved by 

IRB). See the Appendix: Survey Components for the contact form, introduction and complete surveys. 

Section I: Firm Activities 

1. Products, Markets, and Value-Adding Activities/Functions 

Section II: Internal Factors and Relationships 

1. Governance and Power (held by buyers and end markets) 

2. Relationships (vertical and horizontal) 

3. Upgrading (responses to change) 

Section III: External Factors and Relationships 

1. Institutions 

A. Standards (product, process, social, environmental) 

B. Trade Policy (trade agreements) 

C. Government/Industrial Policy (infrastructure, taxes, customs) 

2. Supporting Environment 

A. Economy-wide: cross-cutting (finance, utilities, ICT) 

B. Industry-specific (technical centers, training, organizations, certifications) 

Section IV: Challenges, Opportunities, Needs, and Wants 

RO3: Phase III: Data Analysis 

 Data analysis for Phase III was completed in the following stages. 

1. Interviews were transcribed. 

2. Data was organized in two ways: first, according to the supply chain sector: retailers, final textile 

product producers, textile producers, suppliers, and members of the supporting environment. 

Responses from firms with North Carolina locations were also separated from firms that did not have a 

location in North Carolina. 

3. Responses were summarized in tables to identify trends in the four sections of the survey: value-adding 

activities, internal and external factors and relationships, and challenges and needs. Comparisons were 

made to identify similarities and differences among supply chain sectors.  

4. Supplier power types and governance were identified based on the firms’ responses to the survey.   

5. Secondary data collected in Phase IIIA was combined with primary data from Phase IIIB to perform 

the overall analysis. The primary and secondary data were combined to identify: 
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• Strengths, weaknesses, opportunities and threats for the industry  

• Sources, forms, and strength of internal power from firms within the value chain 

• The relative strength (low, medium, high) of the external power factors to the North Carolina 

textile complex using and adaptation of the Diamond Framework. 

• The forms and relative strength of internal and external sources of governance 

6. Using the complete analysis, an economic development plan was created for the North Carolina textile 

complex. 
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Chapter 4: Results 

Research Objective One (RO1) 

RO1: Identify differences and complementarities in the structural and dynamic factors that comprise value 

chain-based approaches, frameworks, models, and research processes used in industrial organization research. 

 

 The first section will compare the chain approaches used in the fields of strategic management and 

economic sociology. For an additional, more detailed review, see Frederick & Cassill (2009). 

 Table 13 below includes the theoretical foundations of the GVC Firm Governance framework. Both 

strategic management and economic sociology analyze the theory of the firm and capabilities. The concept of 

organizational learning and upgrading are common to both disciplines. Yet economic sociologists focus more 

on production networks and transactions cost economics; areas that analyze the nature and cause of economic 

and social relationships within a value chain. 

Table 13: Theoretical Underpinnings of GVC Firm Governance Framework 

Starting Point: Industrial Organization 

Theory Key Concept Academic Field Key References and Authors 
Transaction Costs Economics 
 Asset specificity: relationship-

specific investments 
Markets and Hierarchies 
Make or Buy 

Economics 
Institutional Economics 

(Williamson, 1975) 
(Coarse, 1937) 

Production Network and Cluster Theory 
 Trust,  

Reputation,  
Repeat transactions, Social 
networks, Geographic 
proximity,  
Power,  
Local institutions 
Embeddedness 

Economic Sociology 
Economic Geography  
Regional Planning 
New Economic Sociology2 

(Granovetter, 1985) 
(Piore & Sabel, 1984) 
(Adler, 2001) 

Complementary Competencies and Firm Capabilities 
 Resource view of the firm  

Learning,  
Core competence,  
Co-evolution in buyer-supplier 
and the industry 

Strategic Management 
Operations Management 
Evolutionary Economics 

(Penrose, 1959) 
(Barney, 1991) 
(R. Nelson & Winter, 1982) 
(Teece et al., 1997) 
(Jacobides & Sidney, 2005) 

Adapted from (Gereffi et al., 2005; Gereffi & Sturgeon, 2008) 

 Both strategic management and economic sociology have foundations in industrial organization and 

are concerned with input-output and geography. However the two are primarily used to answer different 

                                                         
2 Term emerged in 1985 w/work of Granovetter, cited in (Swedberg & Granovetter, 2001) 



 

 

 67 

research questions, and resultantly call on different factors and relationships. In Porter’s (1980a, 1985) work 

from strategic management, the firm is the focus of analysis. The goal is to improve competitiveness of firms 

and/or locations in developed countries. The strategic development process does not seek to determine why 

current industry structures or dynamics exist; it simply assumes these and strives to maximize the current 

situation.  Strategic management research does not look at the relationships among different levels of analysis 

or the relationships among actors in the inter-firm network.  

 Value chain research within economic sociology is used to answer how and why questions in order to 

predict the future. The goal is to understand the cause of industrial development and to highlight the importance 

of social concepts. It is primarily used to assist developing economies. This body of researchers use inter-firm 

networks as the main unit of analysis to focus on relationships. Due to the nature of the discipline, frameworks 

are loosely defined, and research tends to be based on case studies and qualitative analysis. This stream of 

research is typically not used for strategy generation at the firm level, and does provide a way to account for 

changes in firms over time. For a comparison of the key elements in each approach see Table 14 and Table 15. 

Table 14: Discipline Overview: Strategy Management and Economic Sociology 

Elements Strategic Management Economic Sociology 
Goals and 
Objectives 

Identify sources of competitive advantage to 
develop strategies to increase firm/cluster 
competitiveness 

Understand drivers of economic organization in 
the global economy in order to develop 
sustainable economic development strategies  

Focus Developed Economies; maximize “what is” Developing Economies; determine “why and 
how” 

Common 
Theories and 
Disciplines 

Industrial Organization, Economics, Collective Efficiency, Comparative and Competitive 
Advantage, Capabilities, Industrial Upgrading 

Other 
Disciplines 

Management, Operations Research, Supply 
Chain Management 

Globalization, Sociology, New Economic 
Sociology, Economic Geography, 
Embeddedness 

Key Authors Porter, Harvard Business School Gereffi, Sturgeon, Humphrey, Schmitz, Bair 
Research 
Process 

Strategic Management Process Model to 
Form, Implement, and Evaluate Firm 
Strategy: Environmental Scanning 

Value Chain Approach: includes the Value 
Chain Framework, Value Chain Analysis; 
Project Cycle 

Metrics Quantitative Qualitative 
Shortcomings Models do not address social relationships, 

chain dynamics or institutions in strategy 
process 

Frameworks/models are not specific; roles of 
institutions not well articulated 
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 Table 15: Compare and Combine: Strategy Management and Economic Sociology 

 Strategic Management Economic Sociology 
Structural Elements and Stakeholders 
Organizational 
Structure  

Firm Value Chain; 
Clusters of similar chain functions 

Inter-firm network value chain;  
Clusters of similar chain functions 

Internal Actors Firms 
 

Firms;  
Industry/Market (Suppliers, Buyers, 
Competitors) 

External Actors Industry/Market (Suppliers, Buyers, 
Competitors) 
Industry/Market (Supporting Industries) 
Business Environment: Government 

Business Environment (Institutions);  
Industry/Market: Supporting Industries 

Dynamic Factors: Theories and Frameworks 
Internal Internal:  

Firm value chain  
Generic strategies 
Capabilities 

Internal and Industry: Governance: 
Relationships 
VC Building Block Framework (GCC); Firm 
Governance Framework (GVC); Three Pillars 
of GVC3; Upgrading 

External External and Industry;  
Diamond4 and Five Forces Variables5 

External and Industry:  
Governance: Institutions  

Actors and Frameworks by Level of Analysis 
MICRO Firms (focus) 

Generic Competitive Strategies 
Firm VC: Operational Effectiveness 

Firms:  
Industrial Upgrading: improve the firm and 
the network 

MESO Country and Industry:  
Diamond Framework: External, Location 
Factor 
Five Forces Model: Industry Attractiveness 

Inter-firm Relationships, Industry, and 
Countries (focus) 
GVC: Firm Governance: coordination; GCC: 
Power in the Chain (producer or buyer) 

MACRO Not included Global Institutions and Business 
Environment 

Source: Compiled by Author; Frederick, S. Bold items are elements added to the strategic management process. 

Differences in the Research Process 

 The steps in the value chain research process are quite similar to the strategic management strategy 

formulation process. Steps 1 and 2 are similar to the environmental scanning process, and Steps 3 and 4 

represent the strategy formulation, implementation, and evaluation stages. However, the value chain process 

furthers industry analysis and the strategy formulation process in four key ways: 

1) Inter-firm cooperation: inter-firm cooperation has been the key to competitiveness in global markets 

in the late 20th and early 21st century. This cooperation generates external economies that lead to 

enhanced competitiveness (Kula, Downing, & Field, 2006). 

                                                         
3 Characteristics of linkages, power in the chain, and the role of institutions 
4 Factor and demand conditions and related and supporting industries 
5 Supplier and buyer power, potential entrants and competitors 
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2) Power relationships: power relationships are important to firms in a chain. Win-win relationships 

along firms in a chain and the resultant benefit distributions between supplier and buyer can translate 

into increased collective efficiencies, external economies of scale and improved competitiveness. At 

the same time, power imbalances can create upgrading disincentives (Kula et al., 2006). 

3) Distribution of benefits: distribution of benefits creates upgrading incentives or disincentives. Power 

in value chains usually translates into benefits. The firms able to wield power through branding or 

access to worldwide suppliers and those traders in a chain able to control information can often exact a 

larger share of benefits from producers and suppliers. Understanding value chain power dynamics can 

point to interventions that improve the benefits to firms participating in competitive value chains (Kula 

et al., 2006). 

4) Learning and innovation: are essential to create and sustain competitiveness. For small producers to 

compete and upgrade in response to market opportunities, they must have access to new skills, know-

how and learning. In some chains, learning comes from buyers; in other chains, input suppliers are the 

sources of innovation. Regardless of the source, learning is central to intervention strategies aimed at 

improving and sustaining value chain and firm competitiveness (Kula et al., 2006). 

 The two research processes differ because each discipline has a different frame of reference and 

resultantly different objectives for carrying out the research process. In traditional market research, the goal is to 

maximize the position of one firm in the chain by understanding and fulfilling customers’ needs. When the 

entire chain is the point of focus, the goals diverge slightly from firm specific studies. The following are the 

key differences in the objectives of value chain and traditional market research.  

Key Structural Differences in the Two Approaches 

1) Definition of Value Chain and Unit of Analysis: in the well-known framework developed by 

Michael Porter, the value system is a set of inter-linked ‘complete’ firms that have all the business 

functions. One of the main virtues of the value chain perspective as utilized by other researchers is that 

is allows us to think about ‘incomplete’ firms that have specialized in certain value chain functions, 

such as design or marketing. By focusing on the chain or organizational network as the unit of 

analysis, rather than the firm, interesting questions about power, governance and the dynamics of the 

chains emerge (Gereffi, Humphrey, Kaplinsky, & Sturgeon, 2001). 

2) Channels versus end consumers: Value chain market research is often more about “customer 

research” across the entire value chain whereas corporate market research is often more about “end 

consumer research” of the particular buyers of that company’s products. This distinction between the 

end users of a product versus a broader look at all of the channel partners (intermediaries) between 

core value chain clients and the end consumer has important implications for the objectives and design 

of value chain end-market research engagements (Henning, Donahue, & Brand, 2008). 
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Key Dynamic Differences in the Two Approaches 

3) Competitive markets and effective states are clearly important institutional features of successful 

modern economies, but the global value chains perspective highlights a different dimension frequently 

ignored by these other approaches: namely, the shifting bases of power exercised by lead firms in 

global industries and the ways the governance structure of these industries shapes the creation of 

markets as well as national development outcomes (Gereffi, 2001). 

4) Industrial Upgrading Differences: both the cluster literature and the global value chain research 

emphasize that interaction is central to upgrading, but one gives prime importance to the interaction 

with local firms and institutions and the other accords prime importance to the interaction with the 

global buyers (Humphrey & Schmitz, 2002b). 

5) Relationships: the main difference stems from an additional level of analysis on the relationships 

between actors in inter-firm networks and their environment. This focus on relationships, (the value 

chain analysis step in the research process), is the most important element of the value chain approach. 

6) Prosperity versus profits: value chain market research fosters prosperity maximization (equitable 

business models), while corporate market research fosters profit maximization (shareholder value) 

(Henning et al., 2008). 

7) Barriers to growth versus entry: value chain market research is about identifying barriers to growth 

that all stakeholders would generally agree should be addressed, while corporate market research is 

about identifying strategic barriers to entry for competitors that should be strengthened and exploited 

(Henning et al., 2008). 

RO1: Key Findings 

1. The basic steps in the research processes used to develop competitiveness strategies by firms and 

economic developers are very similar. 

2. Elements of these two groups are used interchangeably in practice, but they are not often intertwined in 

the academic literature. 

3. A more robust, holistic model of the factors affecting competitiveness is possible by combining 

complementary elements from the strategic management and economic sociology and geography 

fields. 
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Research Objective Two (RO2) 

RO2: Develop a research approach to analyze industry-specific and economy-wide business dynamics by 

combining and operationalizing existing approaches. 

 

 This section creates a new research approach, including a conceptual framework and research process, 

to analyze the internal and external factors and relationships affecting the economic competitiveness of actors in 

the value chain. Given the complementarities of the strategic management and economic sociology approaches, 

a hybrid approach that melds the key elements of the two by combining and adapting their respective 

frameworks, theories, and models is created. The research approach includes analytic tools that show how the 

chain is both conceptualized and analyzed. 

 

Figure 11: Outline of Relationships in Value Chain Conceptual Framework 

Source: Developed by Author; Frederick, S.  
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 The new research approach has two components. The first step is the value chain conceptual 

framework (see Figure 11 above and Figure 12 below). This is a model of the internal and external dynamics 

and their relationship to the value chain structure. The second part is the research and strategy development 

process based on the new conceptual framework. 

1) The industrial organization value chain conceptual framework: two dimensions:  

A. Structure/Descriptive: the organizational structure and visual representation: the value chain; 

includes the set of productive actors, value-adding activities, and their geographic location; 

includes similar structure concepts such as supply chains and industrial clusters.  

B. Dynamics: the set of ideas and guiding principles that are used to explain the interrelationships 

between the parts of the organizational structure: Theories: value chain governance, upgrading, 

and competitive and comparative advantage.  

2) The research and strategy development process: the procedure or the “how-to” guide to carry out the 

research, and create competitive firm and economic development strategies for the parts of the 

organizational structure. 

 

Figure 12: Conceptual Framework: Relationships Among Internal and External Variables and Actors  

Source: Author; Frederick, S. 

 The structure combines the structural elements and concepts used in the firm value chain and systems 

models with the structure used in commodity and value chain research. This research adapts and expands the 

scope of the theories of governance and industrial upgrading, and combines these with the theories of 

competitive and comparative advantage. The research process is a hybrid of the value chain analysis (VCA) 

research method and the strategic management model for strategy formulation. It includes analyses of past and 
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present time frames, analyses of the structure and dynamics at the firm and inter-firm network levels, a micro 

and macro perspective on local to global institutions, and the relationships among variables at the micro-meso-

macro levels. This process can be used by firms to determine sustainable competitive strategies and by the 

supporting environment to facilitate the environment for upgrading. This research is described using the textile 

value chain visual reference model (Frederick, 2008). 

 The broad categories of dynamics in the conceptual framework are described using the terminology of 

the Three GVC Pillars framework. These dynamics are used to reflect internal and external causes of change to 

the organizational structure and resulting outcomes to an industry in a given location. Each of the three broad 

categories represents a dynamic that affects the competitiveness of a firm, industry, or location. At any given 

time and location, each factor can have a high, medium, or low impact on the competitive potential of a firm or 

collectively for an industry. By looking at each of these variables, one can determine the main factors that are 

limiting the potential to upgrade. It can also lead to the identification of leverage points to initiate a positive 

change. See Table 16 below for how each model and framework is interpreted in the new research approach. 
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Table 16: Application of Existing Concepts into the New Research Approach 

Existing Model Description Interpretation in the New Approach 
Value Chain Structure 

Firm Value Chain Firm Activities Value-Adding Activities: Firm-Level 
Value System Production, Logistics Supply Chain: Immediate Suppliers and Buyers 
Clusters Supporting Industries Supporting Environment: Local-National  
Commodity Chain Input-Output Geography Supply Chain: Input-Output Process 

Supply Chain: Geography: Local-Global Differences 
Value Chain Network Activities Value-Adding Activities: Network-Level 
Institutions External Rule-Setters Supporting Environment: National-Global 
Lead Firms Buyers or Producers Supply Chain: Input-Output: Buyers and Markets 

Value Chain Dynamics: Broad Categories: Modified from the Three GVC Pillars 
Governance: Institutions External Environment External: Governance: Local-National and Global 

External: External Relationships 
Governance: Character 
of Linkages 

Internal Governance and 
Relationships 

Internal: Governance: Buyers/Lead Firms 
Internal: Inter-firm Relationships 

Power Sources of Power (Non-
Governance) 

Internal: Power: Suppliers, Buyers, Competitors 
External: Economy-wide, Industry-Specific 

Dynamics: Applied to an Industry at the Local/National Level: Modified from Diamond Framework 
Factor Conditions Comparative Advantage Power: External Environment Economy-Wide Factors  
Context: Firm, Strategy, 
Structure, and Rivalry 

External, Economy-
Wide Location Factors 

Governance: External Institutions; Relationships 
Power: firms dependent on lack of local competitors 

Demand Conditions Local Buyer Power Structure/Governance: Presence of local lead firms 
Governance: Local firm relationships with buyers 

Related/Supporting 
Industries 

Clusters: supporting 
entities  

Structure/Power: presence of suppliers and industry-
specific environment; relationships with local firms 

Dynamics: Applied to an Industry at the Global Level: Modified from the Five Forces Model 
Buyer Power Industry Concentration  Power: Concentration: Buyers: Market Share 

Governance: determine lead firms and rules set  
Supplier Power Industry Concentration Power: Concentration: Suppliers: Market Share 
Threat: Potential Entrants Competition 
Threat: Substitutes Competition 

Power: Supplier: Competence or Platform 
Governance: External: firms dependent on reduced 
threat of entrants due to protected market institutions 

Firm Rivalry Industry Concentration Power: Concentration: Competitors: Market Share 
Dynamics: Over Time at the Industry and Location Levels: Modified GVC Governance Variables  

Complexity  Industry Characteristics Product and process characteristics: past and present 
Codify Industry Characteristics New technologies and standards: past and present 
Capabilities Competition Changes in collective firm upgrading over time 

Dynamics: Present and Over Time at the Firm Level: Industrial Upgrading and Competitive Advantage  
Cost Leadership Strategy: Low-cost Tactics: Production, Logistics 
Differentiation Strategy: Differentiate Tactics: R&D, Design, Marketing, Services 
Process Upgrading Process Upgrading and Inter-Firm Process Upgrading 
Product Upgrading 

Improvements at the 
firm and network levels  Product Upgrading and Inter-Firm Product Upgrading 

Focus; Channel 
Upgrading 

Strategy: Diversify 
Buyers 

Tactics: Diversify End-Market, Location, Distribution  

Functional Upgrading Strategy: New Chain 
Business Functions 

Tactics: Acquire, Divest, Collaborate: Firms; 
Technology  

Inter-sectoral (Chain) 
Upgrading 

Strategy: Diversify 
Products 

Acquire, Divest, Collaborate: Firms; Technology: 
Type, Sector, Supply Chain, Complementary 
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Operationalize Structure: Organizational Structure and Visual Model 

 The first part of the conceptual model includes the parts and the visual depiction of the input-output 

organizational structure of the product chain. In the model, the value chain is conceptualized as a combination 

of three parts, value-adding business functions, supply chain, and supporting environment, that work together to 

produce final products and services for end markets. Members in the supply chain and the business functions 

they engage in are internal to the chain and members of the supporting environment are external to the chain 

(see Figure 13).  

 

Figure 13: Internal and External Stakeholders in the Value Chain Model 

Source: Author; Frederick, S.   

Organizational Structure of the Value Chain Model: Operational Definitions 

 The following outlines the operational definitions and structure of the model (Frederick, 2008): 

• Value-Adding Activities: these are the basic activities that can be involved to bring a product from 

concept through to the consumer. These are best viewed as a series of six value-adding business 

functions: research and development (including new product development), design, production, 

logistics (includes physical distribution and logistics management), marketing and branding, and 
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services. Including the concept of business functions as value adding activities is advantageous 

because it separates the organization of the input-output structure (supply chain) of the chain from the 

separate activities that add value to a product (value-adding activities).  

• Supply Chain6 and End-Use Markets: expands the production and logistics activities in the simple 

value chain. Expansion of these two steps results in an input-output process that has four basic stages 

that vary based on the market the supply chain feeds into: inputs, components, final product 

manufacturing, and distribution and sales. These make up the production-related links in the chain and 

between each of these steps is the distributing of products from one place to the next, also referred to 

as logistics. Each of the markets represents unique combinations of the four parts of the supply chain 

that lead to the creation of final end-user products. 

• Supporting Business Environment:  this includes both the local to global tangible entities that 

support and influence internal stakeholders such as utilities, finance and insurance firms, trade and 

professional associations, government agencies, testing and training facilities, community colleges and 

universities.  

Value-Adding Activities and Functions 

 Value-adding activities are the broadest six classifications of the steps involved in to create a product 

or service and represent the functional activities that members engage in or support. This makes up the ‘simple 

value chain model.’ Each of these varies in degree of importance, depending on the product and market the firm 

focuses on. A firm may engage in one or all six of these activities, however in today’s industry, it is more likely 

that multiple companies and organizations collaborate to bring a product through the innovation to 

commercialization lifecycle (Frederick, 2008).  

 The degree to which firms in the supply chain engage themselves in the value-adding activities 

determines their position in the global industry. They and can be viewed from the perspective of a firm or the 

entire chain/inter-firm network. Firms can facilitate this process by interacting with the organizations that make 

up the global supporting environment. Furthermore, firms can upgrade by interacting with other parts of the 

supply chain, or by focusing on different markets (Frederick, 2008; Frederick & Cassill, 2009). 

Value-Adding Activities: Operational Definitions 

 The following definitions are used to describe the value-adding functions that a firm or an industry can 

engage in (Frederick, 2009): 

                                                         
6 Supply chains focus on integrating supplier and producer processes, improving efficiency and reducing waste, 
while value chains focus on how value is created in the eyes of the customer (Feller, Shunk, & Callarman, 
2006) and how efficiencies are achieved in increase value. It is important to note that the supply chain is used as 
an industrial organization framework. However in this framework and model, the supply chain is within the 
value chain framework.  
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• Research and Development: This value-adding function includes companies, organizations, 

institutions, etc. that engage in research and/or new product development. This includes both activities 

related to improving the physical product or process as well as market and consumer research  

• Design: This stage includes people and companies that offer aesthetic design services for products and 

components throughout the value chain. Design and style activities are used to attract attention, 

improve product performance, cut production costs, and give the product a strong competitive 

advantage in the target market. 

• Production: Production or manufacturing is one of the six, value-adding steps involved in making 

textile products. The supply chain is an in-depth extension of the production and logistics value-adding 

activities. 

• Logistics: This stage refers to the inbound and outbound companies and processes involved in 

transporting products between all stages in the value chain (full-package) or between two stages. This 

function includes companies that are involved in physically transporting products as well as managing 

or providing technology and equipment for supply chain coordination. Logistics can involve domestic 

or overseas coordination. 

• Marketing: This function includes all activities and companies associated with pricing, selling, and 

distributing a product including activities such as branding or advertising any product, service, or 

entity in the supply chain (supporting input, raw material, component, final product, distribution or 

retail channel, market). These companies frequently do not make any physical alternations to the 

product. 

• Service: Services represent any type of service a firm or industry provides to its suppliers, buyers, or 

employees, typically as a way to distinguish itself from competitors in the market. 

Supply Chain 

 The supply chain represents the unique input-output process of an industry that begins with raw 

materials and continues through the making of components and subassemblies, final product manufacturing, 

distribution and sales. In the value chain visual (Figure 14) the supply chain is broken into five colors; each 

represents one of the basic stages in the supply chain. The large arrows represent the main stages in the supply 

chain, whereas the boxes listed directly below a large arrow represent specific types of products or markets.  

 The United States (U.S.) Bureau of Labor Statistics uses the North American Industry Classification 

System (NAIC) to identify industries. NAICS is that determine the sector an establishment falls within. Twenty 

sectors are included in NAICS. The next level of aggregation (three digits) determines the sub-sector and the 

fourth level corresponds to the industry group. It is not until one reaches the fifth digit that an industry is 

actually determined and with the sixth digit the U.S. industry is defined. Having an established set of codes that 
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can be used to identify participants in the value chain allows both establishments and industry statistics to be 

identified through a variety of sources (Frederick, 2008). 

 

 Figure 14: Parts of the Supply Chain 

Source: Author; Frederick, S. 

 The main division between firms internal to the chain is between lead firms and non-lead firms 

(suppliers). Lead firms are set apart from non-lead firms because of their control to access to the major 

resources that generate the most profitable returns in the chain. These include brand names, product design, new 

technologies, or consumer demand (Gereffi & Memedovic, 2003). 

 Lead Firms: among the value chain actors, someone is a leading firm for the value chain. This can be a 

buyer or a producer. Lead firms use barriers to entry to generate different kinds of rent in global industries 

(Gereffi, 1999). The lead firm is the firm exerting the “governance function.” By erecting high entry barriers 

around their core activities, they are able to capture a high share of value and coordinate the flow of critical 

market and technological information within the chain. The type of governance will determine the extent to 

which suppliers are able to upgrade and can be regarded as the “shaping force of development” (Farfan, 2005). 
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Types of Lead Firms (Sources of Internal Governance) 

 The lead firm sets the price to develop a final product. The lead firm determines the final product 

“margin,” the difference between the cost of manufacturing, and the price it will pay to purchase or manufacture 

the product.  In retail chains, this firm also determines the price the consumer will pay for the final product.  

When a brand is present, the lead firm is typically the brand owner. Generally, the lead firm accrues the most 

profit or adds the “most-value” (in economic terms) to the final product. There are two types of products: 

1. Consumer products: products produced by consumers for personal use  

2. Industrial products: products typically purchased by a business for further processing or for use in 

conducting the activities of the business  

 For these two types of products, there are three broad types of final product market distribution 

channels and buyers. The key distinction is based on the purpose for purchasing the product. 

1. Consumer Retail Market Channel: markets for consumer products and services (such as clothes and 

household items) that can be purchased via brick and mortar retail outlets, catalogs, or via the Internet. 

Lead firms in consumer market channels represent a similar category of firms as those in the “buyer-

driven” GCC category. 

2. Industrial Market Channel: markets for products that are purchased by firms that are used to run or 

operate a business (such as machinery, equipment and building materials). Lead firms in industrial 

channels are typically the producers of the final product.  

3. Institutional (Public-Use) Market Channel: markets for products purchased for public use by public 

“institutions.” Lead firms are more likely to be producers than buyers. 

 In consumer retail market channels, there are four types of lead firms (Figure 15): 

1. Retailer: Mass Merchandiser: department/discount stores that carry private label, exclusive, or 

licensed brands that are only available in the retailers’ stores in addition to other brands. 

2. Retailer: Specialty: retailer develops proprietary label brands that often include the stores’ name. 

3. Brand Marketer: firm owns the brand name, but not manufacturing, “manufacturers without 

factories.” Products are sold at a variety of retail outlets. In some cases, brand marketers simply license 

the use of their brands. 

4. Brand Manufacturer: firm owns brand name and manufacturing; may coordinate supply of 

intermediate inputs to their production networks often in countries with reciprocal trade agreements. 

 In consumer markets, the lead firm is the brand owner. There are two types of brands: 

• Private Label Brand: a retailer owns or licenses a final product brand that is sold in their own stores. 

In many cases, the retailer does not manufacture the products. 

• National Brand: the manufacturer is the brand owner. Goods are distributed through multiple retail 

outlets. 
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Figure 15: Types of Lead Firms: Generic 

Source: developed by author; Frederick, S. 

 In industrial and public-use markets, there are several types of buyers: 

1. Hospitality: buyers include hotels, universities, restaurants, etc.  

2. Medical: buyers include hospitals 

3. Contract (office): buyers include any business that operates a management office. 

4. Government: includes national, state, and local purchases for products that are ultimately used by the 

military, prisons, and secondary schools. 

First Tier Suppliers and Sourcing Strategies 

 Suppliers include all firms other than the lead firm. Suppliers can include supply-chain coordinators, 

final product manufacturers, and the suppliers that supply products to them (components and inputs). Buyers 

interact with first tier suppliers using the following sourcing strategies: 

• Intermediary: lead firm sources goods from a buying agent not affiliated with the lead firm. Includes 

network providers, agents, jobbers, and distributors. 

• Domestic Importer: the lead firm sources products through an intermediary with an office in the lead 

firms’ home country. The domestic importer may or may not be owned or have an exclusive agreement 
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with the buyer. At the least, the importer is responsible for coordinating production and logistics, and 

may also help with design, product development, and marketing.  

• Licensing: the lead firm licenses the use of their brand name to be produced and distributed by other 

manufacturers, retailers, or agents. 

• Direct Sourcing: the lead firm purchases good directly from the final product vendor, usually through 

their own overseas sourcing/buying offices  

• Manufacturer: the buying firm also owns final product production facilities. 

 The category of first tier suppliers includes supply-chain coordinators that may or may not conduct 

manufacturing and contract manufacturers (Figure 16): 

• Sourcing Intermediary: Flexible: firm provides services to the lead firm; firm may engage in any 

value-adding activity except production. Typical services include a providing a network of 

manufacturers to choose from, quality assurance, or compliance.  

• Sourcing Intermediary: Fixed: includes agent, jobber, distributor, and direct importer; firm engages 

in any of the value-adding activities except production. In some cases, the firm buys products and re-

sells them to lead firms. 

• Licensee: firm produces a product using licensed brand name: supplier is responsible for coordinating 

or performing all functions other than marketing and branding. The licensee pays the lead firm a 

royalty to use the brand name. 

• Full Package Manufacturer: the lead firm interacts directly with the final product manufacturer, who 

coordinates the supply chain. The firm may engage in any value-adding activity other than marketing.  

• Contract Manufacturer: the final product manufacturer performs final product assembly on a 

contract basis.  
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Figure 16: Types of First Tier Suppliers: Supply Chain Coordinators 

Source: developed by author; Frederick, S. 

Supplier Types and Sources of Power  

 The two main types of supplier power can be distinguished by the capabilities of the supplier:  

1. Platform leaders: exhibit marketing and technological dominance, which affords them the power to 

set standards and warrant higher returns for their products.  Suppliers exhibit more leverage in 

commercial relationships. Downstream marketing is a common approach for platform leaders. 

• Firm Strategy: firms have a strategy that is focused on establishing power by creating unique 

products or focusing on niche market. The supplier’s goal is to get the lead firm in the chain to 

specify the firm’s input product in the final product.  

• Value-Adding Activities: this can be achieved through research, product development plus 

marketing and/or branding the developments to catch the attention of consumers or lead firms. 

• Why it works: supplier offers unparalleled technology and/or marketing excellence that improves 

the overall product or value of the final product.  Examples of inter-firm upgrading lead to 

platform leadership.  

2. Competence suppliers: power stems from technical and service capabilities difficult to replace.  

Products and services are seen as nearly indispensable for the lead firms they serve. Suppliers are still 
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highly subject to purchasing power since even the most competent and important suppliers base their 

success on winning future orders.  

• Firm Strategy: to be part of successful chains/networks that have reason to remain in the U.S.; 

for the most part, firms are competing, at least in part, with a low cost strategy.  

• Value-Adding Activities: suppliers offer services to buyers and excel in production or logistics 

capabilities. The suppliers possess desirable characteristics such as flexibility, quality, price, 

reliability, or financial stability.  

• Why it works: the supplier maintains qualities that meet or exceed the typical parameters the lead 

firm sets for his suppliers. From the lead firms point of view, these suppliers are desirable because 

they operate without the assistance of the lead firm.  In some cases, suppliers may even invest in 

asset specific investments that may lead to long-term partnerships due to the costs associated with 

switching suppliers. This dependence can create a close relationship between firms that may result 

in the lead firm outsourcing additional functions to these “strategic” suppliers.  

Supporting Business Environment  

 This is the external environment that includes the local to global physical entities including 

government agencies and non-governmental organizations (NGOs), such as multi-lateral agencies, industry 

trade groups, labor unions, and advocacy groups that set forth institutions and create resources to facilitate 

compliance with them.  

• Business, Information, and Technology Services 

• Education, Testing, and Training 

• Government Services (local, regional, national) 

• Infrastructure and Finance 

• NGOs and Standards (national, international) 

• Trade and Professional Organizations 

 The following shows the supporting business environment and its levels of analysis. The supporting 

environment refers to the external actors that provide rules and resources to internal actors in the value chain. 

Members of the supporting environment are responsible for institutions in various form such as norms and 

customs, regulations, policies, laws, international trade agreements, taxes, quotas, subsidies, licenses, anti-

corruption, property rights, etc. that can facilitate or hinder the movement of a product or service along its value 

chain. The geographic scope of influence ranges from local through national to global, and the focus of their 

activities can be economy-wide or industry-specific.  Furthermore, the actors can represent public or private 

interests. The government or a bipartisan organization provides public support and private support is funded by 

a particular group or sector (Frederick, 2008; Frederick & Cassill, 2009; Kleinberg & Campbell, 2008). 
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Geographic Scope: 

• Global Supporting Environment: includes such factors as the WTO, free trade areas, trading 

agreements, international standards, international certifications (e.g., organic fair trade), etc. 

• National Supporting Environment: includes such factors as property rights, duties, tariffs, business 

registration, labor laws, monetary or fiscal policies, public infrastructure, corruption, etc. 

• Local Supporting Environment: includes the local enforcement of national laws and regulations, 

which may vary considerably from the original legislative intent and from the directions provided by 

national implementing agencies. Provision of public physical and communications infrastructure 

(roads, electricity, telecommunications) at the local level is also important in determining whether, and 

at what cost, demand can be perceived, inputs can be sourced, and finished goods can be delivered. 

Focus: 

• Industry-specific - includes services specific to the sector  

o Education, Testing and Training Facilities 

o Trade and Professional Organizations 

o NGOs and Standards 

o Government Resources 

• Economy-wide – cross cutting –the basic structure on which all economic activities rely: includes 

transportation, communication, financial, business-related and other public services and resources 

useful to a broad array of businesses. 

o Infrastructure and Finance 

o Business, Information, and Technology Services 

o Government Resources  

Operationalize Dynamics 

 Governance can be separated into three elements that need to be determined: 

• Who are the firms or organizations that can exert governance and set rules? 

• How do they exert governance (forms of governance)? 

• What types of relationships exist among stakeholders? 

 The first step is to identify industry characteristics and sources of external power. Explanations for 

governance come from identifying internal and external sources of power at the present and changes over time 

(upgrading). Power is wielded in different ways and in different amounts in each industry. A firm’s influence 

and centrality increases in relation to the importance that other actors ascribe to the resources controlled by him 

or her, and their core competencies. Core competencies may include specific expert knowledge, control of 

information and communication resources, reliability and legitimacy resources, and control over financial 

resources (Nadvi & Waltring, 2004).  



 

 

 85 

 The concept of power and governance may seem to represent similar concepts, but each is used to 

represent a different type of dynamic. Governance represents the ability to set and determine rules. Governance 

will either be stronger from internal or external sources. The concept of power is separated from governance 

because power does not indicate the ability to create rules. The relative strengths of the different sources of 

power affect governance, but they do not determine governance. Power can be used to explain why internal or 

external governance prevail. Power also represents leverage points that can be targeted to facilitate upgrading 

strategies or change the source of governance over time.  

 Each type of power can be present in a chain, and the degree of power can be more or less balanced 

within the chain. Asymmetrical power refers to the situation where one firm exerts significant influence over 

another firm whereas symmetrical power defines the situation where power is distributed more evenly among 

actors. Balanced relationships are preferable for sustainable competitiveness (ACDI/VOCA, 2008). The 

ultimate goal is determine the outcomes: the source of governance and the reasons it is in place.   The firm or 

economic development strategy formulation, implementation, and evaluation process are created based on the 

outcomes of this environmental scanning process. 

External Power and Relationships: Location and Industry 

 External power stems from local to global attributes associated with the industry-specific and 

economy-wide business environments. Firms may be attracted to very specific activities and skills that only 

exist in some regions and locations. These may be linked to scientific or educational institutions, historical 

heritages, natural resources, geographical location and so on (OECD, 2007).  

 The external power analysis process draws heavily from Porter’s Diamond framework. However, two 

additions are included in this research process. First, analysis of the relationships that exist among internal and 

external entities is included. Second, external power will include macro economic, political, and social, and 

environmental conditions that affect industry dynamics. This is included in economic sociological studies, but 

not in strategic management studies.  

The Diamond Framework: Location and Industry, Power and Relationships  

1. Demand Conditions 

o Structure: presence of local lead firms/buyers 

o Governance: relationships between local firms and lead firms 

o Consumers: demand and relationships including price they are willing to pay, current 

trends/preferences, and demand 

2. Context for Firm Strategy, Structure, Rivalry 

o Governance: external economy-wide institutions, organizations, and relationships of local firms 

with these factors 
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o Power: Competition: local firms’ dependence on competition 

3. Factor Conditions: Business Environment these conditions are not industry-specific, but economy-

wide factors that influence competitiveness. These are local to national conditions.  

o Power: External Economy-Wide Factors: Comparative Advantages 

o Labor pool: trained workforce, plentiful workforce 

o Infrastructure: roads, ports, rail, air, communications access 

o Capital: access to finance and availability 

o Taxes: business taxes, incentives 

o National Stability: government, currency, exchange rates, security 

o Education: basic K-12 education, research centers, etc. 

4. Related and Supporting Industries: Industry-Specific:  

o Structure: presence of suppliers and supporting, industry-specific industries 

o Power: External: Industry-specific: shaping power is exerted by Education, Testing and Training 

Facilities, Trade and Professional Organizations or Business, Information, and Technology 

Services, or NGOs. 

o Governance: relationships of local firms with industry-specific environment. External 

Relationships: external relationships exist between firms and any member of the supporting 

environment. External relationships are used to assist firms in meeting the governance parameters 

set by both internal and external actors in the chain. 

 Macro-environment conditions (societal environment), including economic and social issues, are 

additional sources of external power that are not industry-specific and not included in Diamond Framework will 

also be included. These are included as part of the environmental scanning process, but they are not directly 

linked to a framework or model.  

Governance 

 The theoretical foundation of governance in the model draws from the Global Value Chain (GVC) 

literature. A GVC perspective is used to understand industrial governance, the non-market, inter-firm 

transactions and institutional mechanisms of coordination in global value chains (Memedovic, 2008). Analysis 

seeks to identify actors in networks of firms, their power and capacities, and the ways they exercise their power 

through relationships (Gereffi, 2005; Dicken et. al., 2001). Understanding governance is important because it 

limits and shapes the capacity of individual producers to raise their competences and innovate in different 

spheres of upgrading (Kaplinsky & Morris, 2008; Memedovic, 2008). Chain governors need to be identified 

because they play a primary role in determining who is incorporated in the chain, what they do, which market 

segments they serve, which inputs they use, which standards are required, who is allowed to upgrade, and in 

what areas (Kaplinsky & Morris, 2008). 
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 Value chain research seeks to understand the relationships among the producers, buyers, supporting 

firms and regulatory institutions that operate within or influence the range of activities required to bring a 

product or service from inception to its end use. The major factors affecting the nature and dynamics of the 

relationships between actors will be described using the value chain framework. The industry-neutral 

framework helps to answer key questions about the organizational dynamics of global industries (Memedovic, 

2008). 

 The concept and need for governance were developed as a way to explain why and how the structure 

of value chains change. The need to understand governance is a result of evolutionary changes in input-output 

structures from the two basic forms  (vertical integration and market-based transactions) and the growth of the 

geography of production. The following trends have lead to the need for governance:  

1. From vertically integrated firms to outsourcing: the trend towards outsourcing non-strategic 

activities that were previously performed in-house by large, vertically integrated companies (hierarchy) 

has led managerial control to be replaced by the need for value chain governance. In order for lead 

firms to produce unique products, these firms must create product and process parameters for their 

suppliers.   

2. Growth of international trade: outsourcing has also created the need come the concern for meeting 

the growing number of environmental and social rules and standards set by external agents.  

3. From market-based to control: in the past, most products were fairly standardized and the decision to 

purchase was primarily based on the price. With the growth of specialized products, brands, and 

differentiation strategies, also came a need to set parameters related to activities previously carried out 

at arm’s length (Humphrey & Schmitz, 2004b). 

 Actors within value chains directly control their own activities and are directly or indirectly controlled 

by other actors. This pattern of direct and indirect control is called governance (McCormick & Schmitz, 2001). 

Governance is the ability to exert power and control over the actions of others along the chain by setting and/or 

enforcing parameters others must operate within. These parameters include: 

1) What is to be produced: product-related (i.e. design and specifications) 

2) How it is to be produced:  process-related; these involve the definition of the production processes, 

which can include elements such as the technology to be used, quality systems, labor standards and 

environmental standards 

3) How much is to be produced, and when (includes quotas): production scheduling and logistics 

(Humphrey & Schmitz, 2004b; Humphrey & Schmitz, 2008). 

4) At what price (includes tariffs and subsidies): (Humphrey & Schmitz, 2002a). 

 These parameters can be viewed as “rules” in which three distinct actions take place: 
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1) Rule-setting: determining the basic rules for each of the parameters that define the conditions for 

being able to participate in the chain. 

a. Product parameters: what 

b. Process parameters: how 

c. Logistics parameters: how much and when 

d. Price/worth: at what price 

2) Monitoring and enforcing compliance with the rules set for each of the parameters and issuing 

sanctions for non-compliance (Nadvi & Waltring, 2004). 

3) Facilitating compliance with the rules and providing assistance to upgrade (Kaplinsky, 2000a; 

Kaplinsky, 2000b). 

 The parties responsible for each of the three forms can be internal to the chain (firms) or external 

(supporting environment) (Kaplinsky, 2000b).7 The same actor does not have to be responsible for each type of 

governance and combinations frequently exist. For example, rules set from members outside of the chain can 

compel internal agents to either enforce or monitor compliance with the rules directly set by the outside agents 

or translate the parameters into a set of requirements developed by the firm, which it then monitors or enforces 

(Humphrey & Schmitz, 2002a). Furthermore, different actors may exert more or less influence when shifting 

geographic scope (i.e., from local to global chains). The focus of an actor’s governance can be industry/chain-

specific or more broadly focused/ economy-wide. It is important to note that the rules that ‘govern’ industries 

are myriad, variegated, and dynamic, and therefore requires a concerted research effort to grasp in specific 

sectors (Sturgeon, 2009). Table 17 outlines possible combinations and examples.  

Table 17: Categories of Internal-External and Local-Global Governance  

Internal or External Governance Geographic 
Scope Internal: Lead Firms External 

Local-National 
 

National Buyer (local-national market) 
National Manufacturer 

NGOS, consumer groups, trade unions 
Government agencies; local associations 

International-
Regional-Global 

Global Buyer  
(Retailer, Brand Marketer) 
Transnational Manufacturer 

International Standards 
International NGOs (i.e., ILO, WTO, IMF) 
Global Trade Associations 

Sources: adapted from (Humphrey & Schmitz, 2000; Nadvi & Waltring, 2004; Sturgeon, 2001) 
 
 The motivation for creating rules can be driven by economic or social and/or environmental concerns, 

or a combination of both. The types of rules created can pertain to the product or to the process, be industry 

specific or cross industries, and have a local-global scope of recognition. Moreover, the repercussions for 

breaking the rules also vary. Some rules come in the form of legally enforceable codes and standards, whereas 

                                                         
7 Similar schemas exist that divide governance by: private sector (includes firms, NGOs, unions, consumer 
groups, and the not-for-profit external sector), the public sector (government), or public-private joint ventures 
rather than viewing from the perspective of the chain.  
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others require compliance on a voluntary basis. It is important to note that different and multiple rules will often 

be exercised within the same chain. This often motivates private rule-setters to actively search for public 

recognition of process and product rules. Value chain governance can be exercised in different ways, and 

different parts of the same chain can be governed in different ways (see Table 18 for examples). 

Table 18: Examples of Value Chain Governace Combinations 

 Internal to the chain External to the chain 
1 Set Rules: define conditions for participating in the chain 
 Who: Lead firms that create rules their 

suppliers must follow 
Examples: Standards for suppliers related to 
timeliness or frequency of deliveries; 
environmental or social standards (CSR) 

Who: NGOs, governments, labor unions, civic 
associations 
Examples: Environmental, labor, or quality standards. 
Rules can be imposed on suppliers and/or lead firms 
in the chain. 

2 Enforcement: audit performance and check compliance with rules 
 Who: Lead firm, rule-setting firm  

Examples: Frequent visits or ownership of 
supplier firms to assure performance/ 
compliance in meeting standards/rules. 

Who: Standards offices; NGOS; media; auditing firms 
Examples: Legally binding regulations subject to 
penalty for breaking or voluntary rules requiring 
certifications. 

3 Facilitate Compliance: assistance to chain participants to meet rules 
 Who: Rule-setting firm; first tier supplier; 

platform leader 
Examples: Providing resources for product and 
process upgrading (e.g. capital and knowledge). 

Who: Service providers; business associations; 
consultants; government; colleges and universities  
Examples: Industrial policy support, training 
programs, university extension programs 

Sources: (Kaplinsky, 2000b; Kaplinsky & Morris, 2001) 

 Rule/parameter setting and enforcement is often shared between firms and external actors in the 

supporting environment. There are four ways this can occur (excluding joint action or collective institutions):  

1) Lead firms (or an agent contracted by the firm) can set and enforce parameters 

2) Lead firms can set parameters and external agents can enforce parameters 

3) External agents can set parameters and lead firms can enforce them 

4) External agents can set parameters and external agents can enforce them (see Table 19).  

Table 19: Combinations of Rule-Setting and Monitoring and Enforcement 

Rule Enforcement and Monitoring Rule 
Setter Lead Firm External Agents 

Lead Firm 1. Specification of a quality system and 
enforcement via audits, either directly by the 
lead firm or a contracted agent. Example: 
voluntary implementation of fair trade code, 
verified by the lead firm or its agents. 

2. Lead firm requires suppliers to conform to 
a process standard or code of practice for 
which an independent monitoring or 
certification system exists. Examples include 
ISO900 or 14000 and SA8000 certification. 

External 
Agents 

3. Firms are expected avoid suppliers that 
employ child labor, but the expectation is not 
accompanied by a system to enforce the ban. 
Firms develop their own enforcement systems. 

4. External actor requires a rule to be met and 
sees that it is enforced. Certification is 
carried out by independent agencies. The EU 
REACH directive is an example. 

Sources: (Humphrey & Schmitz, 2001; Humphrey & Schmitz, 2002a; Humphrey & Schmitz, 2004b; Humphrey 
& Schmitz, 2008) 
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 One could hypothesize that lead firms would want to shift from options 1 and 3 in which they have to 

enforce parameters to options 2 or 4 in which external agents enforce parameters, but this is not always the case 

or an easy process. First, the costs of certification are usually pushed down from buyers to the suppliers. 

Second, in order for external agents to enforce the rules, the standards must be widely applicable and have a 

relatively easy and repeatable way to be enforced (i.e., codifiability). In many cases, it is common for lead firms 

to initially set standards, and as they become widely accepted external agents may take over. As this happens, 

lead firms’ control over process parameters (#2) declines, and the thickness of firm governance declines due to 

certification processes can replace direct monitoring. Nevertheless, there are reasons lead firms desire control 

over parameters. Situations include quality control, when it is difficult to tell if standards are really effective, 

when close links with suppliers are indispensable, and when other areas of supplier behavior cannot be certified 

such as reliability of delivery and willingness to develop long-term partnerships (Humphrey & Schmitz, 2002a). 

Importance of Governance: Implications for Suppliers 

 Many firms do not own the farms and manufacturing facilities that make the products they sell; they 

take ownership of these products only when they arrive at their warehouses or distribution centers. However, 

these firms can and often do exercise control or at least influence what happens to their outsourced providers of 

both raw materials and finished product suppliers at earlier points in the chain.  

 Understanding how and when lead firms set and monitor rules and standards can help micro and small 

enterprises (MSEs) and other firms in the chain better integrate and coordinate their activities. Governance 

helps to determine acquisition of production capabilities, market access, distribution of gains, and leverage 

points for policy initiatives (Humphrey & Schmitz, 2002a). Governance is particularly important for the 

generation, transfer, and diffusion of knowledge leading to innovation, which enables firms to improve their 

performance and sustain competitive advantage.  

Acquisition of production capability: Lead firms can be very demanding about reducing costs, raising quality 

and increasing on-time performance. Yet, along with high standards, lead firms also provide knowledge and 

support. Medium and small firms learn by observing what their buyers are doing or in other cases, the lead firm 

will transmit best practices through embedded services or provide hands-on advice on how to improve 

production processes and producers’ skills. Knowing how a chain is governed helps donors and development 

practitioners understand how much assistance lead firms are likely to provide their suppliers and which 

upgrading activities they are most likely to support.  

Market Access: Even as developed countries dismantle trade barriers, developing country producers do not 

necessarily gain access because chains are often governed by a limited number of powerful buyers. In order to 

participate in export manufacturing to developed countries, MSEs need to be on the radar of the lead firms of 

their chains because the lead firm frequently makes the decisions on where products will be produced and who 
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will produce them. Producers need access to lead firms and can gain it only by learning how to communicate 

with the firms and produce to specification.  

Distribution of gains: The activities that reap the highest returns are usually found in intangible competences 

(R&D, design, branding) characterized by high barriers to entry that are frequently synonymous with holding 

the lead firm status in the chain. In contrast, developing country firms tend to engage in the tangible, 

production-related activities under terms set by the lead firm that have low entry barriers and thus low returns. It 

is important to know which activities in the chain bring in the most profitable returns and who engages in these 

value-adding segments. Understanding how a chain is governed provides MSEs and practitioners with valuable 

information on how to develop skills and with whom to develop relationships that would give them the 

flexibility and freedom to undertake additional functions in the chain, thus altering the current distribution of 

gains. 

Leverage for policy initiatives: Given the power lead firms have to impose product and process parameters on 

their suppliers, they are also excellent leverage points for the business environment to use to exert influence on 

what happens in their supplier firms. Understanding chain governance and the power of lead firms can assist 

local and global, public and private, government and non-governmental agencies and practitioners to advocate 

for better labor and environmental standards or more equitable distribution of gains. Leverage is highest where 

the lead firms’ reputation is enhanced/damaged by the actions of their suppliers.  

Differences in the Concept of Governance and Use of the Term in this Approach 

 The definitions and types of governance expand on the existing use of the governance literature in the 

following ways: 

1) Most IO economic sociology studies focus on the role of firm-level governance based on industry 

characteristics or institutions, marking one of the main differences in the use of the GVC and GCC 

frameworks. Crossover of these elements is starting to be being advanced in the GPN literature. This 

approach combines both and shows the relationship between the two variables and upgrading 

opportunities.  

2) Most discussions and applications of governance do not recognize the three-fold distinction among 

setting, enforcing, and facilitating rules, nor do they separate internal and external sources of 

governance. This is one of the reasons why there is often confusion about which party actually governs 

a particular chain and a reluctance to recognize that different parties may engage in different forms of 

governance in the same chain (Kaplinsky, 2000b). The developed approach recognizes this distinction, 

and shows how these distinctions are quite similar to the strategic management literature on 

competitiveness. 

3) In the GVC Firm Governance framework, the link between the lead firm and the first tier supplier 

determines the governance structure of the entire chain. Researchers (Gibbon & Ponte, 2005) have 
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suggested denoting chain governance as the process that structures the chain by limiting membership 

and establishing prevailing coordination mechanisms (e.g., rules, grading systems, standards) and 

chain coordination to characterize the immediate coordination of linkages between specific segments 

of the chain. In this view, chains can be governed according to a single set of rules yet contain a variety 

of coordination mechanisms. There is currently no framework for describing and explaining such 

differences (Sturgeon, 2009). Governance in this paper takes the latter view, and develops a 

rudimentary framework to distinguish the two. 

4) In practice, theories from economic sociology and strategic management are loosely interpreted in each 

practitioner’s value chain research approach. The approach developed in this paper includes 

terminology used in the field and in the literature to show how similar concepts are used in each field. 

For example, in the ACDI-VOCA approach, the term ‘end markets’ is used to represent a lead firm in a 

particular sector. Inter-firm linkages include linkages with the business-enabling environment 

(horizontal) and with firms (vertical). Horizontal links include the same entities as the ‘related and 

supporting industries’ in Porter’s Diamond Framework, and vertical links are similar to inter-firm 

linkages and relationships in the GVC literature. Finally, the term channel upgrading is not discussed 

in the GVC literature, but is encompassed within the concepts of inter-sectoral and product upgrading. 

Types of Lead Firms: Power and Rules 

 The lead firm governs the activities of the chain and is responsible for much of the coordination and 

upgrading opportunities for the entire network. Therefore, it is important for suppliers to know the different 

rules, requirements, and capabilities expected by each type of lead firm.  

• Retail Channel Lead Firms: this channel is characteristic of the “buyer-driven” chains outlined in the 

GCC framework. Retailers or brand marketers set the rules and exert purchasing power in the chain for 

consumer products within retail channels. They typically draw on large, decentralized production 

networks in labor-intensive industries, but do not own manufacturing. Understanding the needs of both 

the lead firm and consumers is important to compete in retail channels. Lead firms have significant 

name and/or brand recognition (Lowe & Gereffi, 2008). 

• Industrial Buyers: the buyer is only responsible for making a good decision for his own firm. These 

are typically large, infrequent capital expenditures in which the buyer is very concerned with the 

quality, performance and longevity of the product. Products in these markets are subject to product 

quality and performance standards.  

• Institutional Buyers: the buyer is responsible for making a purchase that will be safe and reliable for 

the ultimate end-users, yet the buyer has limited in-depth knowledge of the products he is purchasing 

because he is engaged in another industry. As a result, creating and complying with product safety 

standards is very important.  
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Buyer Power and Supplier Power 

 Understanding the different rules and capabilities is necessary for suppliers to form and implement 

successful upgrading strategies (Figure 17) In retail, consumer market chains, the buyer’s core competence is in 

marketing and branding final products to consumers. Their power stems from the value consumers place on the 

quality of the lead firms brand names. Therefore, platform leaders in consumer markets must also design their 

upgrading strategies around improving the image of the brand. Competence suppliers in retail markets must 

focus on understanding and delivery the desired production, logistics, and service requirements of the lead firm.  

 In industrial and institutional markets, external, technical standards are more common. Therefore, 

suppliers must comply and make the capital expenditures necessary to comply with industry-wide standards. 

Platform leaders in these market channels seek to create a product or process that becomes the technical 

standard for these final products. Competence suppliers in these markets focus on making the necessary 

investments to comply with predefined standards.   

 It is also important to look at the degree of industry concentration for both buyers and suppliers.  If one 

firm or a handful of firms hold a major market share, it is important to determine why this is the case. Two 

benchmarks that can be used for market share include:  

• Top five firms in the segment control at least 50% of the market 

• Single player in the segment controls at least 20% of the market (Lowe & Gereffi, 2008). 
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Figure 17: Value-Adding Capabilities in Consumer and Industrial Market Channels 

Source: Author; Frederick, S. 

Types of Rules Set by Lead Firms 

• Product Requirements: Rules on “what”: quality and consistency 

• Process Requirements: Rules on “how”: machinery, worker and input requirements 

• Price Requirements: Rules on “at what price” the buyer will pay for the product 

• Logistics Requirements: Rules on “how much” and when: flexibility, reliability; required use of 

information and communication technologies 

• Social or Environmental Requirements: can apply to each of the types of rules; corporate social 

responsibility (CSR) and environmental statements are key areas. 

 Rules set by lead firms are only voluntarily enforceable. Suppliers have the choice to either 

meet these requirements, or face exclusion from the chain. However the purchasing power exerted by 

the lead firm frequently forces suppliers to comply with these requirements.  
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 When a lead firm (internal) determines the rules, forming vertical relationships are frequently the most 

important drivers to acquire the assistance to comply with the rules they set, and initiate process and product 

upgrading. However, vertical linkages do not automatically result in prospects for all types of upgrading. When 

buyer relationships fall short, other parts of the value chain structure play a larger role in facilitating the 

upgrading process, such as the business enabling environment, supporting markets, or horizontal linkages 

(Navas-Aleman, 2006; Schmitz & Strambach, 2008).  Furthermore, external actors such as government policies 

and support institutions that create resources and incentives conducive for continuous upgrading are also key 

support elements in a sustained upgrading process. In fact, these institutions can also act as a “check and 

balance” system to encourage or force lead firms to use their power to make sure compliance is met or to 

promote social and environmental upgrading throughout the chain. 

Internal Relationships 

 Internal relationships describe the type of relationships that exist between firms within the value chain.  

The main principle is to determine why a firm chooses to make or buy a product, and if it buys the product, the 

degree of explicit coordination a firm has over its suppliers. The internal governance structure terms and 

typologies are adaptations from the GVC firm governance literature. 

 In the original firm governance framework, the first tier supplier typically represented a final product 

manufacturer, and the lead firm was viewed as the decision maker in choosing this first-tier manufacturing 

supplier. In today’s markets, lead firms’ are seldom responsible for coordinating the supply chain. In many 

cases, the lead firm either does not have a relationship with manufacturers, or has a limited relationship with the 

final product manufacturer. Therefore, the concept of internal relationships will be expanded and extended to 

analyze the nature of inter-firm relationships farther upstream, and a new designation of firms, supply chain 

coordinators, lead firms’ first tier suppliers, has been added. 

Lead Firm Relationships: this represents the relationship between the lead firm and the supply chain 

coordinator. The full package structure will be described using the four types of supply chain coordinators. 

Supply chain coordinators can be responsible for one or all of the value-adding activities.   

Inter-Firm Relationships: this represents the relationships between suppliers and the supply chain coordinator 

and the lead firm, or among suppliers. Supply chain coordinators or lead firms can have captive, relational, 

modular, market, or hierarchical relationships with suppliers. Lead firms may or may not have a relationship 

with firms farther upstream. 

 The following provides a description of each type of internal, vertical inter-firm relationship. 

Relationship Type #1: Hierarchy (Make) 
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 In the hierarchy model, the firm internally manages complex input-output structures. Hierarchical 

governance tends to arise when the firm needs to control key resources, such as intellectual property. Hierarchy 

includes offshore facilities and foreign direct investments (FDI). 

Indicators of Hierarchy (Herr, Hultquist, Rogovsky, & Pyke, 2006d) 

• Vertical integration of several chain stages within the firm 

• Supplying establishment owned by customer or vice versa 

• Supplying establishments have very limited autonomy to take decisions at the local level. They must 

consult with or obtain permission from ‘headquarters.’ 

GVC Indicators of Hierarchy 

• Complexity of transactions: High 

• Capabilities in the supply base: Low 

• Codifiability: Low 

• Degree of explicit coordination: High 

• Degree of power asymmetry: High. 

Relationship Type #2: Market (Buy) 

 In market-based governance, there is little need for the firm to set rules or enforce firm-specific rules.  

Suppliers and buyers have little interaction, if any. The lead firm makes the purchasing decision based on the 

best price, and will freely switch suppliers to find a better price. Suppliers in an arms-length relationship 

typically produce basic, volume-based products for made to stock markets. Suppliers must compete based on a 

“lowest cost” strategy.  

 Market-based governance in inter-firm relationships can also be the result of high external governance 

that limits the buying firm from setting firm-specific rules. One example is commodity markets where the price 

is determined by the market. Market-based governance can be viewed as the absence or minimal influence of 

internal governance.  

Indicators of market-based or arms-length relationship (Herr et al., 2006d) 

• Many customers/many suppliers 

• Repeat transactions possible, but information flows limited 

• No technical assistance from the buyer. 

GVC Indicators of Market Transactions 

• Complexity of transactions: Low 

• Capabilities in the supply base: High 

• Codifiability: High 

• Degree of explicit coordination: Low 

• Degree of power asymmetry: Low. 
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Internal Relationships: Network Models 

 There are several options between a firm making a product internally or purchasing it from an external 

firm. This category of internal governance is considered “network” based.  In network models, the buyer has 

some indirect control over the production process. The following list of indicators can be used to determine the 

degree of explicit coordination a buyer has over its suppliers (Pietrobelli & Saliola, 2008): 

• Percentage of sales made exclusively to suit buyer’s unique specification (%) 

• Whether the buyer provided information on design/quality (Yes/No) 

• Whether the buyer imposed product quality standards (Y/N) 

• Whether the buyer engaged the firm in process or product R&D activities (Y/N) 

• Whether the buyer sent employees to disseminate and diffuse new technologies into the production 

facility (Y/N). 

 Lead firms set and monitor the activities of their suppliers more closely if they perceive a high degree 

of risk related to supplier failure (Humphrey & Schmitz, 2004b). Risk of supplier failure could be due to fast 

moving markets (innovation), quality requirements, difficult to interpret standards (product or labor standards) 

or “sophistication” of markets when suppliers may be expected to meet requirements that frequently do not yet 

apply to their domestic markets creating a gap exists between requirements for domestic and export markets 

(Humphrey & Schmitz, 2002a). 

Relationship Type #3: Captive  

 Captive relationships exist when suppliers do not have the capabilities necessary to meet buyers’ 

standards. Buyers typically monitor captive suppliers closely. Suppliers in captive networks rely heavily on a 

few buyers for most of their output. Captive suppliers typically do not engage in activities outside of 

production. Establishing and maintaining captive relationships is costly for the lead firms and leads to 

inflexibility because of the transaction specific investments (Humphrey & Schmitz, 2002a). Due to the growing 

need to be flexible and the growth of capabilities in the supply base, the desire and need to maintain captive 

relationships has decreased.   

Indicators of captive network relationships (Herr et al., 2006d) 

• Main customer takes at least 50% of output 

• Customer defines the product (design and technical specification) 

• Monitoring of supplier performance by customer 

• Supplier’s exit options are more restricted than customer’s 

• Customer provides technical assistance 

• Customer knows more about the supplier’s costs and capabilities than supplier knows about customers. 

GVC Indicators of Captive Relationships 

• Complexity of transactions: High 
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• Capabilities in the supply base: Low 

• Codifiability: High 

• Degree of explicit coordination: High 

• Degree of power asymmetry: High. 

Relationship Type #4: Modular 

 In modular networks, the buyer hands off an order to suppliers with little or no interaction. Suppliers 

can perform activities from any geographic distance with little or no monitoring by the buyer due to the 

standardization of the product or process requirements. This model emerged from the automotive and 

electronics industries.  

GVC Indicators of Modular Relationships 

• Complexity of transactions: High 

• Capabilities in the supply base: High 

• Codifiability: High 

• Degree of explicit coordination: Low 

• Degree of power asymmetry: Low. 

Relationship Type #5: Relational 

 In relational networks, mutual dependence between buyers and suppliers leads to sustained 

interactions. At the least, suppliers will exhibit competence power. In relationships with lead firms, platform 

leadership can lead to this more balanced network configuration because the strength of the lead firm also 

depends on the capabilities and strengths of the supplier. Joint ventures or strategic partnerships are real world 

examples of relational networks. Unlike modular networks, buyers and suppliers in relational networks need to 

be geographically closer to collaborate.  

Indicators of relational network relationships (Herr et al., 2006d) 

• Supplier has various customers 

• If supplier has few customers, customer has few suppliers 

• Intense information flow in both directions 

• Both sides have capabilities, which are hard to substitute. 

• Commitment to solve problems through negotiation rather than threat or exit. 

GVC Indicators of relational relationships 

• Complexity of transactions: High 

• Capabilities in the supply base: High 

• Codifiability: Low 

• Degree of explicit coordination: Middle 

• Degree of power asymmetry: Middle. 
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 Supplier power affects inter-firm relationships. When supplier power is present, more balanced inter-

firm relationships will exist. Supplier power is closely related to network relationships. For example, in captive 

relationships, suppliers either exert no power, or a very low degree of competence power. In order for modular 

relationships to exist, suppliers must possess competence power. For relational relationships, suppliers must be 

platform leaders, or exhibit a high degree of competence power, to maintain these balanced relationships.  

Institutions 

 The concept of institutions can be conceived as the set of tangible entities or it can refer to the 

intangible rules and resources these entities set forth. In the model, institutions will be the actions of the 

supporting environment or the entities that develop them.  

Institutions (operational definition): the rules that govern society, including laws, policies, standards, and 

societal and cultural norms that impact the competitiveness of an industry (Frederick & Gereffi, 2009c). The 

institutions set by the supporting environment are derived, to a greater or lesser degree, by the values embedded 

in the societies that create them. Institutions place limits, which can be legally or voluntarily enforceable, on 

actions. Firms that surpass those limits run the risk of sanction, creating pressure for firms to operate according 

to the norms and expectations of the societies in which they operate. Examples of institutions include: 

government policies (state and national policies—development initiatives, taxes, infrastructure), social, labor, 

and environmental regulations and compliance, and industry standards (ASTM, industry specific regulations, 

international standards). 

 The supporting business environment represents the physical entities that establish and provide 

resources to comply with institutions. The supporting environment can use institutions as a “check and balance” 

system—if a firm becomes too powerful or engages in predatory practices, institutions can be created to place 

limits on these actions. Because of the power to set institutions, members of the supporting environment 

represent important agents of change (Herr et al., 2006d). 

Institution Setters, Types of Rules, and Enforcement 

 Institutions are set by organizations in the supporting environment, including governments, NGOs and 

standards agencies and professional or trade associations. These organizations create different types of 

institutions or rules pertaining to products and processes, international trade, and national business policies. 

These rules can have two types of enforcement. They can be legally binding or voluntarily enforced. Types of 

rules include: 

• Technical Product and Process Standards: or specifications 

o Standards: technical specifications contained in a document that lay down characteristics of a 

product such as levels of quality, performance, safety, or dimensions. Standards may include, or 
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deal exclusively with, terminology, symbols, testing and test methods, packaging, marking, or 

labeling requirements as they apply to a product (Hinkelman, 2000). 

• Quality Management Process Standards and Corporate Social Responsibility (CSR) 

o Globalization of production has accelerated demand for greater control over quality assurance in 

production processes. Thus, quality assurance standards have become directly linked with supply 

chain management. They potentially influence production, outsourcing, and the increasingly 

complex interrelations that exist between producers, suppliers, distributors and retailers. These 

standards can be distinguished by generation ranging from international standards that are generic 

(ISO 9000), sector-specific (QS 9000 in automotive industry), and firm specific (Nadvi & 

Waltring, 2004). 

• Trade-Related Institutions: trade laws, agreements, tariffs, subsidies, or quotas and customs policies 

o Quota: a limitation on the quantity of goods that may be imported into a country from all 

countries from specific countries during a set period of time (Hinkelman, 2000). There are two 

main types of quotas: 

 Absolute quota: permit a limited number of units of specified merchandise to be entered or 

withdrawn for consumption in a country during specified periods (Hinkelman, 2000). 

 Tariff-rate quota: permit a specified quantity of merchandise to be entered or withdrawn in a 

country at a reduced rate during a specified period. (Hinkelman, 2000). 

o Duties (customs): a tax levied by a government on the import, export or consumption of goods. 

Duties are generally based on the value of the goods (ad valorem duties), some other factors such 

as weight or quantity (specific duties), or a combination of value and other factors (compound 

duties) (Hinkelman, 2000). 

o Free Trade Agreements (FTA): an arrangement which establishes unimpeded exchange and 

flow of goods and services between trading partners regardless of national borders. An FTA does 

not address labor mobility across borders or other common policies such as taxes (as opposed to a 

common market). Member countries of a free trade area apply their individual tariff rates to 

countries outside the free trade area (Hinkelman, 2000). Tariff preference levels (TPL) may also 

be included in FTA agreements.  

• National Business and Safety Policies: corporate taxes, government procurement, or domestic 

subsidies. 

o Subsidy: a bounty, grant or economic advantage paid by a government to producers of goods for 

the manufacture, production, or export of an article, often to strengthen their competitive position. 

Export subsidies are contingent on exports; domestic subsidies are conferred on production 

without reference to exports. The subsidy may be direct (a cash grant) or indirect/ Examples of 
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indirect subsidies include government guaranteed low-interest export credits, R&D support, tax 

breaks, loans on preferential terms, and provision of raw materials at below-market prices 

(Hinkelman, 2000). 

 External governance exists when suppliers produce products to specifications created by members of 

the supporting environment. If external governance dominates, the need for internal governance decreases.  All 

types of upgrading are possible when external governance is presence. External governance can be a key 

element to facilitate channel upgrading. External governance is more common in public market distribution 

channels (non-retail), including contract, industrial, institutional, government and hospitality channels. When 

external governance is strong, marketing and branding are typically less important value-adding functions.   

Shifting Level of Analysis: National to Global Institutions 

 Due to the rise of international production networks, there has been a shift in external governance to 

the global level. The growing influence of global standards for global markets is weakening national standards 

and eroding the regulatory powers at the national-level. Consequently, sovereignty over standard setting is 

moving out of the national domain.  

 This change is causing new combinations of internal and external governance. Whereas national 

standards were largely defined in the public arena, global standards are increasingly being formulated by private 

and pubic-private initiatives. The range of private actors engaged in the process of defining and implementing 

standards is varied, and many of these private actors are distinct at the local to global levels. This suggests new 

institutional arrangements and complex local and global networks of public and private actors. It also indicates 

potential conflicts between the competing interests of for-profit business sector the not-for-profit civil society 

sector. Mediating such conflicts has resulted in new combinations of global governance. Global standards raise 

specific challenges for local government and local policy networks. These include monitoring global standards 

and developing mechanisms for dialogue with global NGOs, and, more generally, building new alliances 

between local and global actors that also acknowledge potential differences in the interests of local and global 

actors (Nadvi & Waltring, 2004). 

Industry Dynamics: Changes Over Time 

 Industry dynamics change as an industry evolves and matures, and patterns within an industry can vary 

from one stage of the chain to another. Industry changes over time can be broadly classified into three areas: the 

complexity of information that the manufacture of a product entails (design and process); the ability to codify or 

systematize the transfer of knowledge to suppliers; and the capabilities of existing suppliers to efficiently and 

reliably produce the product. Additional influences on the governance structure include the quality, stability, 

and power of the business enabling environment and institutions, as well as other sources of power to the chain, 

such as suppliers and consumers. 
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 Capabilities refer to the overall availability of suppliers that are able to meet the functional and 

performance requirements their buyers set.  Different buyers demand different capabilities based on their 

product offering, market channel, geographic location, and distribution channel. These may include quantity 

and quality specifications; on-time delivery; and environmental, labor and safety standards. One aspect of 

supplier capability is often the accessibility of appropriate support services, such as input supply, equipment 

maintenance, transportation, certification and assistance with documentation and licenses. If affordable, 

effective services are not available, suppliers are likely to rely more heavily on buyers to meet these needs.  

 Suppliers’ capabilities frequently improve over time, and this element of learning plays a crucial role 

in the upgrading trajectories of supplier firms. For example, lead firms may directly invest in upgrading their 

suppliers’ production capabilities and production-related know-how. However, suppliers can capitalize on these 

relationships and acquired assets to further develop capabilities in branding and distribution.  

 The availability of suppliers that can meet the requirements set by buyers is dependent on the adoption 

of common product and process requirements of suppliers over time. From the viewpoint of suppliers, an 

overall increase in capabilities means an overall increase in the number of competitors. Changes in suppliers’ 

capabilities over time represent forms of firm level, product and process upgrading. Power relationships evolve 

when existing producers, or their spin-offs, acquire new capabilities (Humphrey & Schmitz, 2002a). As 

suppliers upgrade, capabilities change and competence power increases. This causes internal and external 

governance to change, resulting in changes to organizational structures. In many cases, this is made possible 

because of channel upgrading. Firms that operate simultaneously in several types of chains may apply 

competencies learned in one chain to supply other chains (Humphrey & Schmitz, 2002a). 

 Information Codification is the extent to which lead firms can convert tacit, implied information and 

knowledge into explicit, concrete and situation-specific information and transmit it to producers effectively, 

efficiently and at minimal cost. It is absolutely critical for lead firms to tell suppliers exactly what they want and 

how it should be made – if suppliers do not understand what buyers want, they cannot produce to specification 

and meet standards, and buyers run the risk of losing their customers. In some industries schemes have been 

worked out to codify complex information so that data can be handed off between value chain partners with 

relative ease, often using advanced information technologies (Frederick & Gereffi, 2009d).  

 There are two types of codification. The ability to create computer-assisted designs (CAD) and the 

development of machinery that can easily read the resulting files exemplifies how information can be codified 

and has enabled the design function in many value chains to be performed by suppliers without as much direct 

control by buyers. Another example of codification is seen in the development of industry wide standards, such 

as International Organization for Standardization (ISO) standards.  ISO 9000, for instance, is a generic, quality 

management standard that assures a product or service conforms to established and specified requirements, and 
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that the firm or service provider has appropriate procedures in place.  Buyers know which suppliers comply 

with ISO specification via certifications that are conduced by third-party auditors (Nadvi & Waltring, 2004). 

 Codify part I: standards are agreed criteria or external points of reference by which a product or a 

service’s performance, its technical and physical characteristics, and/or the process and conditions under which 

it has been produced or delivered, can be assessed. The focus of standards is not only what is produced, but also 

how it is produced and delivered. Due to the growing importance of social and ecological factors, what and how 

are becoming more closely connected (i.e., organic, sustainable) (Nadvi & Waltring, 2004). 

 Compliance criteria need to be measurable with well-defined procedures. In addition, standards require 

a degree of authority that ensures that they are legally binding or voluntarily enforced, with sanctions for non-

compliance. All standards provide a codified basis for conveying information and this information provision 

can be critical. To be of use, and to provide confidence to consumers and firms, standards have to have 

legitimacy. This is tied to the manner in which monitoring and certification takes place, as well as the type of 

actors engaged in defining the standards. From the perspective of suppliers, standards play a duel and 

contradictory role in their capacity to upgrade (Kaplinsky & Morris, 2008). Global standards can be a basis for 

international competitiveness. By providing a set of common, widely understood benchmarks, standards create 

a basis to differentiate markets and create competitive niches. Compliance can be an important way to add 

value, yet it does require the firm to acquire new forms of knowledge (Nadvi & Waltring, 2004).  

 Global standards also improve efficiency in the world economy and have traditionally been seen as an 

important factor in smoothing trade relations. By efficiently transmitting information, standards reduce 

transaction costs. The demand for standards has accelerated sharply with the globalization of production and 

trade. The ever-more complex interrelations found between producers, suppliers, retailers and consumers across 

the world has accentuated the need for harmonization of norms and forms of codification. Common standards 

promote compatibility between diverse actors within the chain, help organize their linkages, reduce transaction 

costs associated with chain governance and lower risks for actors in the chain (Nadvi & Waltring, 2004). 

 Codify part II: information and manufacturing technology are the second element of codify. These 

relate to technological improvements that concern process and logistics parameters. Technology replaces the 

need for human involvement in the production process and communication and transportation technologies 

facilitate electronic over direct communication among members of the supply chain. As technology usage 

increases, the need for internal governance decreases. Technology can create a competitive advantage for 

suppliers that adopt new technologies before competitors. Specific technologies may also be required as a way 

to move into the network of a lead firm.  

 Information Complexity refers to the intricacy of information and knowledge that must be transferred 

to ensure a particular transaction can occur. This is important when working with suppliers on complicated 
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product and process specifications. The more complex the information is, the costlier the effort to control and 

coordinate production, thus raising switching costs (Frederick & Gereffi, 2009c; Frederick & Gereffi, 2009d). 

Operationalize Outcomes: Upgrading and Competitiveness Strategies 

 Upgrading can be viewed from four levels. The first two are from the perspective of the firm. Firm 

upgrading can occur (1) within a firm or (2) within an inter-firm network. Firm upgrading provides firms with 

higher returns and a steady, more secure income through the development of knowledge and the ability to 

respond to changing market conditions. It can also lead to increased industry competitiveness and to national 

economic growth. The second two are from the perspective of a location and/or industry. Industry upgrading 

can occur (3) by an industry sector and/or (4) a geographic area. Industry upgrading focuses on increasing the 

competitiveness of all of the activities involved in the production of a good or service and mitigating the 

constraints that influence its performance from all parts of the value chain structure. Internal members of the 

value chain (firms) are primarily interested in firm upgrading to improve their own competitiveness, whereas 

external members of the chain (supporting environment) are interested in upgrading the competitiveness of an 

entire industry or a geographic area (see Table 20 and Figure 18). 

Table 20: Upgrading: Improvements at the Firm and Inter-Firm Levels 

Types Practice Performance Ways to Measure 
Process Upgrading: Improving Process Efficiency 
Firm 
Level 

Adding R&D; improving 
logistics and quality 
practices; introducing new 
machinery 

Lower operating costs; enhance 
quality and delivery performance; 
shorten time to market; improve 
profitability; increase patent 
activity. Firm or industry: 
productivity increase (output per 
unit of input) 

Productivity increases 
frequently result from 
substituting capital and 
technology for direct labor. 
Example: (FIAS: The Foreign 
Investment Advisory Service, 
2007) 

Inter-
Firm 

Adding R&D; supply chain 
management; e-business 
capabilities; facilitating 
supply chain learning 

Lower final product costs; 
enhance final product quality and 
shorten time to market; improve 
profitability throughout chain 

 

Product Upgrading: Introducing new products or improving existing products 
Firm 
Level 

Expansion of design and 
marketing departments; 
establishment or 
strengthening of new 
product development cross 
functional teams 

Increase in percentage of sales 
coming from new products (e.g. 
products produced in past year; 
past 2 and past 3 years); increase 
in percentage of sales from 
branded goods. Will also result in 
a change in worker skill levels. 
The technological complexity of 
products may also increase. 

Economic value metrics: profit, 
value added, price mark-up, 
unit value increase. Examples: 
exports’ technological 
classification, trade-data 
archeology; intermediate goods 
trade:  (Feenstra, 1998; Feenstra 
& Hamilton, 2006; Lall, 2000) 

Inter-
Firm 

Cooperating with suppliers 
and customers in new 
product development; 
concurrent engineering 

Increased number copyrighted 
brands; increase in relative unit 
product prices without sacrificing 
market share 
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Table 20 continued 

Functional Upgrading 
Firm 
Level 

Moving into higher value-
adding functions for the 
chain and/or 
outsourcing/vacating low 
value- adding activities  

Higher profitability; increase in 
skill and salary profile. Change in 
business function typologies  
(Sturgeon & Gereffi, 2008) 
 

Determine firms and value 
attributed to actions. Examples: 
Value Distribution: Coffee and 
Furniture (Kaplinsky, Morris, & 
Readman, 2002; Ponte, 2002) 

Inter-
Firm 

Changing role of a current 
chain link by absorbing 
activities from others, 
eliminating existing, or 
adding links.  

Change in the division of labor in 
the chain (who does what;) key 
functions undertaken in 
individual links in the chain; 
changes typical chain structure 

 

Chain Upgrading 
 Vacating production in a 

chain and moving to a new 
chain; adding activities in a 
new value chain 

Change in product composition of 
a country or industry and 
proportion of sales coming from 
new product areas. Compare 
(increase) unit values or profits in 
different chains or skills acquired.  

Firm actions that likely indicate 
chain or channel upgrading: 
Acquisitions or Mergers, 
Divestures or Relinquished 
Locations, Joint Ventures, or 
Corporate Structure.  

Channel Upgrading 
 Entering or selling 

products through new 
channels in the value chain 

Comparing the profits of the 
product in the two different 
chains or by comparing the skills 
required. 

Geographic: change in export 
profile; Distribution: channel 
diversification; Industry: input-
output data to see percentage of 
output to different channels  

Sources: (Kaplinsky & Morris, 2001; Kaplinsky & Morris, 2008); Ways to measure and channel upgrading 
added; functional upgrading modified by author; Frederick, S. 
 

 

Figure 18: Value-Adding Activities (Tactics to Upgrade) and Facilitators 

Source: Author; Frederick, S. 
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 In the value chain conceptual model, changes that occur in the chain structure also affect dynamics that 

create final outcomes. Upgrading represents this change in the chain structure. This is a second order dynamic, 

or a change in dynamics over time. Changes in the structure over time, or upgrading, are equally as important to 

analysis because it affects and determines governance and relationships, thus affecting outcomes. 

 There are three levels of upgrading. The strategic level is the upgrading strategy or generic strategy. 

The next level describes the tactics available to achieve the desired strategy. Firms achieve these upgrading 

strategies by engaging in the six-value adding activities at the firm level or for the final product. The operational 

level represents the specifics, or actual operations a firm engages in to pursue the upgrading strategy and tactics. 

The operational level represents actions taken within a tactical area to achieve the overall strategy. Actions may 

include setting up joint ventures, licensing agreements, acquisitions, mergers, divestures, offshoring, capital 

investments, new business functions.  Operational analysis includes evaluating the difficulties in pursing 

strategies in terms of the strength of internal or external forces and determining relationships or sources of 

assistance that can be used to achieve strategies and tactics. 

Strategies, Tactics, and Operations 

 The first two types of firm upgrading are related to the operational level of firms. These strategies 

involve single loop learning, or doing the same thing better.  

• Process Upgrading improves efficiency and is usually part of a low cost strategy. Achieving this 

strategy requires persistent dedication to efficient-scale facilities and lean production with cost 

minimization in areas like research, service, and advertising (Porter, 1980a). A process upgrading 

strategy is aligned with supplier competence power by excelling in the “C” (cost) and in some cases 

the “F” (flexibility) factor of the CQFS model.  Process upgrading is aligned with the principles of 

supply chain management and achieving operational effectiveness. Developing and implementing 

codifications in the production and logistics process are key drivers to the success of this strategy.  

• Product Upgrading increases the perceived value to the customer and is usually part of a 

differentiation strategy. This strategy is based on differentiating the product or service offering of the 

firm in order to create something that is perceived to buyers as having exceptional attributes and 

values. This strategy is designed to convey to the buyer a sense of superior value that cannot be 

obtained through similar product offerings, thus reducing the price sensitivity of the product markets. 

Product upgrading is aligned with achieving competence power by excelling in the “Q” (quality) 

and/or “S” (service) parts of the CQFS model.  

 The second set of firm upgrading strategies occur more at the corporate level than at the operational 

level. These strategies are related to changing buyers or the firm’s position in the chain. These require double 

loop learning; doing the same things differently or diversifying what the firm does. 
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• Channel Upgrading is part of a market focus strategy (new buyers, markets or distribution). Here the 

firm is improving competitiveness by increasing the number of buyers or changing to new buyers to 

receive greater returns. Firms may pursue either a low cost or differentiation strategy in each channel.  

• Chain Upgrading typically involves divestures or acquisitions or other means of entering a new part 

of the chain. The strategy here is at the corporate level of the firm. Here the firm seeks to become more 

competitive by moving into or out of complementary segments of the supply chain to improve 

competitiveness. Both chain and channel upgrading can be related to changing a firm’s product mix. 

• Functional Upgrading is introducing or acquiring value-adding functions for the final product. This is 

part of the trajectory to become a lead firm or share responsibilities with the lead firm. This is 

separated from chain upgrading because it only applies to upgrading within the final product and 

distribution/sales parts of the value and supply chain.  

 The third set of upgrading is referred to as inter-firm upgrading. Inter-firm upgrading not only 

improves the situation for the firm, but it provides benefits to the entire chain.  

• Inter-firm upgrading includes any process or product upgrading that is designed to (or as an effect) 

benefits the entire supply chain. An inter-firm upgrading strategy is often aligned with platform 

leadership. Platform leaders are able to push their products through the chain based on their superior 

technology that benefits all participants.   

Table 21: Comparison of Traditional and New Strategy Development 

Upgrading 
Terms 

Relate to Strategic Management New Additions 

Firm Process 
Upgrading 

Low Cost Strategy: focus on low 
cost, efficiency. Emphasis on 
traditional supply chain management 
principles. Goal is to outperform 
competition. 

Inter-firm Process Upgrading: focus is on 
adapting and developing technologies and 
relationships that benefit the entire network to 
enhance flexibility and speed to market.  

Firm 
Product 
Upgrading  

Differentiation Strategy: focus on 
improving design or marketing of 
product offering to outperform 
competition. 

Inter-firm Product Upgrading: focus is on 
develops that present benefits and value to the 
entire chain in both social and economic 
categories. 

Channel 
Upgrading 

Focus Strategy: 
Applying a low cost or differentiation 
strategy to a narrow market segment 
to succeed in a niche markets with 
fewer competitors. 

Channel Upgrading: Expansion: same as focus, 
but also includes awareness and emphasis on 
different types of buyers and aligning strategies 
with different geographic, end-use, and 
distribution channel market buyers.  

Chain 
Upgrading 

Not specially addressed as a strategy, 
per se, but included in firm corporate 
business model evaluation. 

Chain Upgrading: identification and awareness 
of complementary industries and operations firms 
use to achieve strategy at the corporate level. 

Functional 
Upgrading 

Not included Functional upgrading: awareness that inter-firm 
dynamics and industry changes not directly related 
to suppliers have effects on the entire chain.  
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Industrial Upgrading Strategies and Relationship to Visual Model 

 Industrial upgrading (upgrading) occurs when a firm engages in a new value-adding function or 

relinquishes its position from an undesirable function. It is a way to increase the competitiveness of a firm, 

which can also lead to upgrading the entire inter-firm network. Upgrading strategies and tactics are represented 

by the six value-adding activities or business functions (Figure 19)8. A firm can engage in the six value-adding 

functions from the point of view of the firm and its entirety of operations, or vis-à-vis the entire inter-firm 

network. Members of the supporting environment are valuable sources to facilitate firm and inter-firm 

upgrading.  

 

Figure 19: Adding Economic Value: Value Chain Functions 

Source: Author; Frederick, S. 

 Process upgrading and product upgrading do not require a firm to take on new tasks in the chain, they 

simply require doing the same task, but doing so more efficiently or differently. Product and process upgrading 

at the firm level may also improve the entire inter-firm network. Each represents a way to improve the current 

position of a firm by emphasizing (or de-emphasizing) one of the value-adding functions.  

Firm Process Upgrading (Suppliers): supplier process upgrading improves the production process at the firm 

level. This includes updating or purchasing new machinery or equipment required to purchase, make, sell or 

transport a product. Process upgrading also includes changing the manufacturing location to improve efficiency 

or lower production costs (Figure 20).   

                                                         
8 It should be noted that the pattern of added economic value can and will vary by industry. Each of the six 
activities can be placed at any point on the vertical added value scale. Image examples in this section are 
representative of added economic value in apparel and similar goods sold in consumer retail market channels. 
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Figure 20: Process Upgrading  

Source: Author; Frederick, S. 

Inter-Firm Process Upgrading: this occurs when a firm undergoes a logistics improvement or acquires the 

logistic function at the firm level that results in an improvement to the process for the entire chain. This 

additional function is seen as an additional service to the product’s buyers (Figure 21). 

 

Figure 21: Inter-Firm Process Upgrading  

Source: Author; Frederick, S. 

Firm Product Upgrading (Suppliers): supplier product upgrading occurs when a supplier firm in the chain 

improves the product input it supplies to the chain; typically increasing the unit value the firm receives for the 

product. Product improvements come from research and development that lead to adding or increasing design or 

marketing of the products (Figure 22). 
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Figure 22: Product Upgrading  

Source: Author; Frederick, S. 

 

Inter-Firm Product Upgrading: by suppliers’ improving component products; the overall value of the final 

product also increases and the entire inter-firm network benefits. Supplier branding and new product 

development can both be ways to achieve this (Figure 23). 

 

Figure 23: Inter-Firm Product Upgrading  

Source: Author; Frederick, S. 

 

Firm Channel Upgrading is unique in that it does not necessarily require a firm to improve or change its 

functions at all; it represents a change in the type or location of the final product buyers. The firm continues to 

sell the same product, but it adds (or changes) the channel of distribution. This includes new geographic 
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regions, distribution channels or demographic markets. A new geographic distribution channel represents a new 

buyer (local to international); this can be achieved via exporting or a new facility to serve the local market. A 

new end-use distribution channel is a change in the final buyer channel. These include retail, contract, and 

institutional or industrial channels. A change can also occur in the end-use market channel, including apparel, 

home, or sports and leisure. Channel upgrading can increase profit margin, provide a new stream of income, or 

can be a way to acquire new skills by testing a product in a new market.  One type of channel upgrading 

typically leads to other types. If a lead firm or a first tier supplier undergo channel upgrading, it can result in 

benefits to the entire network if gains are shared along the chain (Figure 24). 

 

 

Figure 24: Channel Upgrading  

Source: Author; Frederick, S. 

 

Firm Chain Upgrading involves acquiring or relinquishing an activity within the supply chain. In this case, the 

firm actually changes or adds to the products it sells or distributes. The firm is able to do this by using the skills 

acquired from previous experience in similar industries. This may or may not require a firm to relinquish its 

current position. Chain upgrading can occur at multiple levels. The first is  “type” or changes within product 

types, categories, or a change in product mix. Next is a change within “sectors”. Third are “supply chain” shifts 

between supply chain sectors, including changes from inputs, components, final products, and distribution/sales. 

Last is “complementary” or shifts to other industries. Chain upgrading can be measured by looking a firm 

acquisitions or relinquished locations and can represent diversification or divestures strategies (Figure 25).  
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Figure 25: Chain Upgrading  

Source: Author; Frederick, S. 

 

Value Chain Functional Upgrading is from the perspective of the final product and the final buyer; it can be 

viewed as the trajectory to become a lead firm and acquiring internal value chain governance.  It occurs when a 

firm takes on an additional value-adding function for the entire chain, which may or may not require them to 

relinquish their current position. Inter-firm functional upgrading refers to upgrading that changes the nature of 

the typical structure of the inter-firm network. This is evident when a new position is added or removed from 

the supply chain (not pictured). 

 Functional upgrading opportunities appear for suppliers as lead firms begin to specialize away from 

production towards other functional activities (Kula, Choudhary, & Batzdorff, 2005). The functions the lead 

firms hold the closest will be the last functions other value chain members will acquire. In buyer-driven chains, 

it is more difficult for suppliers to acquire marketing and design capabilities. Resultantly, these firms are more 

likely to outsource functions such as production, logistics, and customer services followed by design and new 

product development. In producer-driven chains, it is more difficult for suppliers to acquire capabilities in R&D 

and technology-related advancements (Figure 26). 
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Figure 26: Functional Upgrading 

Source: Author; Frederick, S. 

Functional Upgrading: Relationship to Types of Jobs, and Value-Adding Activities 

 Globalization of value chains has created the need for different skill-sets and jobs in the global 

economy. Functional (value chain upgrading) is associated with the value-adding activities firms typically 

perform for the entire chain. One way to measure this is by the types of jobs the firms’ employees engage in. 

There are five main types of jobs in the global economy (adapted from Gereffi, 2006): 

1) Assembly jobs: associated with manufacturing. Work is frequently carried out in Export-Processing 

Zones (EPZ), Special Economic Zones (SEZ), or in geographic locations that offer tariff reductions for 

export production to the buyer’s country. 

2) Basic manufacturing jobs associated with “full package” (or OEM) production: logistics, with or 

without manufacturing 

3) More advanced stages of manufacturing that require design (ODM): design, with or without 

manufacturing or logistics 

4) Brand development (OBM) capabilities: marketing, with or without design, logistics or manufacturing 

5) Knowledge-intensive jobs (related to service offshoring), including advanced activities associated with 

research and development, information technology, and business process services: R&D or services, 

with or without other activities. 

 If a value chain is seen as being composed of R&D, design, production, logistics, marketing and 

branding, and services, production (assembly) is the first activity a firm engages in, followed by logistics (in the 

form of supply chain management—also called original equipment manufacturer (OEM), to design or original 
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design manufacturer (ODM), and finally original brand manufacturer (OBM) (Humphrey, 2004). The trajectory 

and specific activities typically carried out by firms varies between industries and chains. The job typology can 

be used to describe changes in both firm and inter-firm value chain upgrading. 

• Assembly (production) 

• OEM (logistics +/- production) 

• ODM (design +/- production +/- logistics) 

• OBM  (marketing +/-production +/- logistics +/- design)  

Business Models of Final Product Manufacturers: Functional Upgrading Trajectory 

 The following outlines business models of final product manufacturers and the functional upgrading 

trajectory to becoming a lead firm (see Table 22 and Figure 27). 

• Assembly/CMT: a form of subcontracting, in which garment sewing plants are provided with 

imported inputs for assembly, most commonly in export processing zones (EPZ) (Gereffi & 

Memedovic, 2003). CMT stands for “cut, make and trim” or CM (cut and make) and is a system 

whereby a manufacturer produces garments for a customer by cutting fabric provided by the customer 

and sewing the cut fabric into garments in accordance with the customer’s specification. In general, 

companies operating on a CMT basis do not become involved in the design of the garment but are 

merely concerned with its manufacture (Glossary, 2008). Under CMT, a factory is simply paid a 

processing fee, not a price for the garment, and uses fabric sourced by, and owned by, the buyer 

(Thoburn, 2009). 

• Original Equipment Manufacturing (OEM)/FOB/Package Contractor: a business model, which 

focuses on the manufacturing process. The contractor is capable of sourcing and financing piece goods 

and trim and providing all production services, finishing, and packaging for delivery to the retail outlet. 

In the clothing industry, OEMs typically manufacture according to customer specifications and design 

and in many cases use raw materials specified by the customer (Glossary, 2008; Gereffi & 

Memedovic, 2003). Free on Board (FOB) is a common term used in industry to describe this type of 

contract manufacturer, however it is technically a international trade term of sale in which, for the 

quoted price, goods are delivered on-board a ship or to another carrier at no cost to the buyer 

(Glossary, 2008).  

• Original Design Manufacturing (ODM)/Full Package: a business model, which focuses on design 

rather than on branding or manufacturing (Glossary, 2008). A full package garment supplier carries out 

all steps involved in the production of a finished garment—including design, fabric purchasing, 

cutting, sewing, trimming, packaging, and distribution. Typically, a full package supplier will organize 

and coordinate: the design of the product; the approval of samples; the selection, purchasing and 

production of materials; the completion of production; and, in some cases, the delivery of the finished 
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product to the final customer (Glossary, 2008). Full package arrangements are most common for 

private-label retail brands (“10 ways”, 2009). 

• Original Brand Manufacturing (OBM): a business model, which focuses on branding rather than on 

design or manufacturing (Glossary, 2008); upgrading to move into the sale of own brand products 

(Gereffi & Memedovic, 2003). For many firms in developing countries, this marks the beginning of 

brand development for products sold in the home or neighboring countries.    

 

 

Figure 27: Functional Upgrading: Job Types and Functions 

Source: Author, Frederick, S. 
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Table 22: Functional Upgrading Trajectories, Governance, and Types of Upgrading9  

Functional Capabilities Governance 
Structure 

Knowledge and 
Upgrading 

Skills Acquired 

Assembly: the focus of the supplier is 
on production alone; consists of local 
firms assembling imported inputs, 
following buyers’ specifications.  

Captive or 
Market 

Knowledge-using  
 
Process or Product 
Upgrading 

Local firms learn foreign 
buyers’ preferences, 
including international 
standards for price, quality 
and delivery. 

OEM: the supplier takes on a broader 
range of tangible, manufacturing-
related functions, such as sourcing 
inputs and inbound logistics in 
addition to production.  

Captive or 
Market 

If the ability to codify transactions 
increases and supplier competencies 
remain high, degree of explicit 
coordination decreases 

Modular 

Knowledge-using to 
knowledge 
changing skills 
related to logistics 
and coordination  
 
Functional 
upgrading 

Production expertise 
increases over time and 
spreads across different 
activities. Suppliers learn 
the up and downstream 
segments of the chain from 
buyers. Can lead to 
substantial backward 
linkages in the domestic 
economy. 

ODM: supplier carries out part of the 
pre-production processes including 
design or R&D  

 

If in collaboration with buyer Relational 
If buyer attaches its brand to a product 
designed by the supplier 

Captive or 
Modular 

Knowledge-
changing  
 
Functional and 
Product Upgrading 

Innovative skills related to 
new product development 

OBM: supplier acquires post-
production capabilities and is able to 
fully develop products under its own 
brand names. 

 Knowledge 
changing  

If maintains relationship with and 
develops brands with buyer  

Relational Functional 
Upgrading 

If no longer relies on buyer for any 
functions and establishes own 
distribution channels. 

Lead firm Channel and 
Functional 
Upgrading 

Innovative skills related to 
marketing and consumer 
research. 

Adapted and modified from (Gereffi, 1999; Gereffi & Memedovic, 2003; Humphrey, 2004). Table assumes 
vertical integration is not present.  

Develop the Research and Analysis Process  

 The purpose of carrying out the research and analysis process is to facilitate stakeholders’ strategy 

decision-making processes. The strength of the process is that all actors who have an interest in specific 

segments and social contexts of the chain can use the framework to determine the practices or instigate changes 

that are needed to influence the chain in a manner that is more favorable for them. By carrying out the research 

and analysis process, researchers can answer three broad research objectives: 

1) What are the structures of global value chains, and how have they changed over time? 
                                                         
9 Note: before the upgrading trajectory began, hierarchy and market-based governance structures were the norm. 
In some cases, relational relationships substituted for market or hierarchy relationships due to the necessity to 
work with suppliers in close physical proximity before advances (or capital can be invested) in information and 
transportation technology enabled economically feasible global production.  
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2) What are the relationships between firms that are part of these chains? Who holds the most power in 

the structure and who coordinates the chains? 

3) What are the leverage points within the chains and who are the drivers of change? 

 To find the answers to these questions, the process should consist of four broad steps that can be 

carried out sequentially or concurrently, preferably using a combination of secondary and primary data. The 

following steps should be included in the research process. 

1. Identify stakeholders or actors (firms and supporting environment) in global industries and how 

their roles are changing.  

2. Identify the linkages between value-adding activities. These are the activities carried out within firms, 

and the processes that connect firms to each other and the wider networks that they are a part of.  

3. Identify the “governance” practices that dictate how the chain operates and who controls the 

diffusion of technology, standards, and codification within the chain.  

4. Analyze the supporting environment, governments, unions, and trade associations, NGOs, multi-

lateral agencies, and regulations which all influence the activities of the chain and its operation 

capabilities in unique forms. 

 The research process includes the combined steps, frameworks, and models from both the strategic 

management and economic sociology literatures. From a theoretical standpoint, the research process consists of 

collecting information from the past and present for each of the following steps: 

1. Structural Analysis: Location-Specific and Global 

• Structures include concepts from the firm value chain and system and commodity and value chain 

• Identify the industry and location to be researched and map the processes and stakeholders 

included in the structure 

2. Dynamics Analysis: Power and Governance Analysis: Location-Specific and Global 

• Dynamics fall within the Three GVC Pillars. Modifications of the Diamond Framework and the 

Five Forces Model can be used by adding in the concepts below from economic sociology: 

• Identify internal dynamics, firm strategies, buyers, relationships, and rules  

• Identify external factors that affect buyers decisions (standards, policies, tariffs) 

3. Dynamic Analysis Over Time: Second Order Dynamics: Industry and Firm Upgrading: the 

objective is to determine if the local industry has kept up with global changes 

• Industry dynamics over time are based on the concept of the three variables in the GVC Firm 

Governance framework. This includes changes in global and local capabilities in the supply base 

and changes in the complexity and codifiability of transactions. 

• Firm dynamics over time are described using a combination of the industrial upgrading terms and 

the competitive advantage strategies. Firm upgrading strategies and tactics should be analyzed at 
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the local level as well as the industry level. The collective action of firm upgrading over time leads 

to industry-wide changes in capabilities.  

4. Combine the Phases 

• Identify strengths, weaknesses, opportunities, and threats 

5. Develop Upgrading Plan: determine opportunities, strategies and needed linkages and resources to 

upgrade existing firms and create a plan for the supporting environment to facilitate the process. 

• Firm Product and Process: Single Loop Learning 

• Functional and Inter-Firm Upgrading: Double Loop Learning: Requires a New Mindset; New 

Markets/Buyers: Channel Upgrading; Filling Gaps: Chain Upgrading 

• Provide recommendations for economic developers    

Applied Research Process 

 The following is an actual step-by-step research and analysis process based on the value chain 

conceptual framework and model developed previously in this chapter (Figure 28). Once the level of analysis 

and the target audience have been determined, the following steps can be used to carryout the research. 

• Step 1: Structural Analysis: identify stakeholders and linkages in value-adding activities in the value 

chain. Collect information pertaining to the structure, linkages, and competition in the industry. 

Information should include industry classifications, distribution channels, product supply chains 

(inputs and buyers) production and employment statistics, and international trade information. 

I. Identify Suppliers, Industry and Buyers’ Value Chain Structure and Linkages 

II. Identify Supporting Environment Structure and Support 

III. Identify Past and Present Local Structure, Linkages 

• Step 2: Strategic Analysis: of the local and global industry complex. This includes both secondary 

and primary data collection. Secondary information includes dynamics related to suppliers, industry 

participants, buyers, and the environment. Internal lead firm types, relationships and dynamics are 

identified as well as external institutional types, relationships and dynamics pertaining to legislation, 

trade, and standards. Industry and buyer trends are identified. 

I. Secondary Data and Analysis 

 Conduct an Industry and Supplier Analysis 

 Conduct Buyer Analyses 

 Conduct a Location-Industry Specific Analysis 

II. Primary Data and Analysis 

 Interview External Stakeholders: Members of the Supporting Environment 

 Interview Internal Existing Firms (Suppliers-Buyers): Local, National, and International 

 Identify Firm and Value Chain Structures and Dynamics 
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III. Combine Secondary and Primary Data 

 Identify Strengths and Opportunities and Examples of Best Practice 

 Identify Weakness, Missing Links, and Challenges  

• Step 3: Develop an Economic Development Plan: to assist and recruit companies to a particular 

location. The plan should provide: 

o Product and market opportunities for existing firms 

o Needed support for existing and potential companies 

o Needed supply chain linkages in terms of firms and organizations 

o Recommendations for policymakers to facilitate firm upgrading with necessary support 

 

Figure 28: Research Process: Method of Approach  

Source: Author; Frederick, S. 

Using the Visual Model to Identify Structure and Tactics 

 The value chain reference model represents both a visual depiction of the structure of an industry as 

well as a conceptual model of industrial organization. The value chain visual model can be used as part of a 

process firms go through to determine where they are in the value chain. The process is based on the four parts 

of the value chain. This visual process can be used as the basis of an educational or competitiveness tool used to 
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determine the structure of an industry as well as potential strategies and tactics. A web-based version of this 

process is used for the account creation process on NC Textile Connect and SC Textile Connect websites. The 

following steps are included in the web-based version of the process.  

• Step 1: the process begins by asking the user which of the six value-adding activities the firm engages 

in at a particular establishment/location. Instead of having all firms associated with manufacturing, 

firms may also be associated distribution/logistics functions as well as pre and post-production 

activities. This overcomes one of the major limitations of NAICS codes (Frederick, Cassill, Godfrey, 

& Little, 2007b).  

• Step 2:  the user is asked to indicate the parts of the supply chain the location performs the value-

adding activities for. Firms may select a position in one or multiple supply chain sectors: inputs, 

components, final products, or distribution and sales. Furthermore, firms may select one or more types 

within the sector. For example, is a user chooses fabric, broadwoven, narrow, nonwoven, and knitted 

types are all options.  

• Step 3: the user is asked which of the end-use markets the final products produced from the firm’s 

goods feed into. Combining these first three pieces of information begin the process of creating 

complete industry supply chains by product and by market segment. This type of information begins to 

fill the current information gap related to firm and market capabilities.  

• Step 4: firms are asked to list specific products they produce or conduct other value-adding activities 

for at their location. The addition of product information builds a more comprehensive database of 

existing firm capabilities. 

• Step 5: firms choose from a listing of specific inputs the location is able to handle. This is the first step 

in creating a uniform process to collect additional information related to the technological capabilities 

of specific firms. Additional data items that can be added include specifications for components, 

machinery, final products, or standard certifications. 

 Both firms and members of the external supporting environment can go through the process. The 

supporting environment process mirrors the firm process with the addition of two steps. First, members of the 

supporting environment are asked to affiliate their organization with one of the following six categories: 

business, information, and technology services, trade and professional associations, education, testing, and 

training, NGOs and standards, government services, or infrastructure and finance. Then the organization 

follows the same steps as a firm. At the end, supporting organizations are asked to designate the geographic 

scope of their services. Options include local (includes anything at the state level and below, including counties 

and cities), national (country level), and international (global). This helps firms to identify local resources by 

their respective activities.  
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RO2: Key Findings 

1. A research approach was developed that can be used to identify the current strengths, missing links and 

support available to firms, chains or locations. This information can be used to identify opportunities to 

enhance the competitiveness of existing participants as well as additional firms, organizations, and 

linkages that can complement and promote the growth of existing capabilities.  

2. The new approach is industry-neutral and can be modified to fit to any type of industry. 

3. The new approach is scalable; it can be used to map industry structure or evaluate competitive 

dynamics with a local to global focus. The approach is particularly useful to conduct multilevel 

research. 

4. The approach is equally applicable to firms or economic development practitioners developing 

competitive strategies 

5. The new research approach expands the traditional strategy formulation process in several ways:  

• Analysis includes different end-market distribution channels, and not just customers. 

• Analysis looks at different types of customers based on different end-use markets 

• Analysis looks at relationships: among similar firms, among firms and the supporting 

environment, and among firms and different types of buyers.  

• Analysis looks at  “governance:” the factors that affect the buyers’ decision-making process when 

selecting firms and countries to buy products from.  

• Analysis looks at the macro business environment and institutions—global, economy-wide and 

industry-specific changes affect local decisions and competitiveness 

• Analysis has a time element: past and present factors are evaluated; the traditional process only 

focuses on the present 
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Research Objective Three (RO3) 

RO3: Apply the research approach developed in Phase II to the North Carolina textile complex. This included 

collecting and combining secondary and primary data from participants throughout the value chain structure and 

developing a plan to sustain and enhance future economic development and competitiveness of the local 

industry. 

 

 In this section, the research process developed in Phase II was applied to the textile industry in North 

Carolina. The research objective was to facilitate upgrading of the North Carolina textile value chain by 

developing a sustainable economic development plan. The focus of the analysis was on the North Carolina 

textile and textile product industries. This includes yarn, fabric, and finishing firms, as well products made 

entirely of textiles, including home products and apparel.  

Step #1: Structural Analysis: Present: Secondary 

 The following provides the main overview of the structure of the textile value chain model. The textile 

value chain organizational model has been progressively developed in previous research by the author. For a 

more in-depth analysis of the textile value chain model, see also: (Frederick, Cassill, Godfrey, & Little, 2007b; 

Frederick, 2008; Frederick, Dunning, & Cassill, 2009). 

 The textile value chain model is broken into the same four dimensions as the generic model: value-

adding activities, the supporting environment, the supply chain and end markets (see Figure 29). In each model, 

the unique aspects of an industry are the supply chain and markets. In the model of the textile supply chain, the 

four components are differentiated by the four different colors in the diagram. The box shapes and colors were 

initially determined using NAICS codes. There are 44 six-digit NAICS codes associated with the U.S. 

Department of Labor’s definition of the U.S. textile industry (U.S. Census Bureau, 2004). The large arrows 

represent the main stages in the supply chain (NAICS sub-sector), whereas the boxes listed directly below the 

large arrows represent specific types of products or markets (typically U.S. industry groups (4-digits) or 

industries (6-digits)). It is important to note that the 44 textile manufacturing codes are contained entirely within 

the textile manufacturing and textile products sections. In order to expand coverage to the entire textile supply 

chain (inputs, distribution/sales, markets), backward and forward linkages were identified (Frederick, Cassill, 

Godfrey, & Little, 2007b; Frederick, 2008). Subsequent updates are moving away from the NAICS code 

backing, however the original foundation has and will continue to assist in systematically identifying and 

visualizing firms and industry statistics.  

 The following are the four sections in the supply chain and the textile markets. A description of each 

six-digit NAICS code and primary SIC code correlation (if applicable) is provided in Appendix: Structure: 

NAICS Classifications and Descriptions by Sector.  
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Inputs: The flow of the textile supply chain begins with the direct raw materials (fiber) to textile manufacturing. 

Fiber types include natural, man-made, and inorganic. Inputs also include other supporting industry inputs that 

contribute to the value-added in each of the subsequent stages of production. These include chemicals, 

machinery, and packaging/labeling. These indirect inputs are distinguished from the direct fiber inputs with 

dotted rather than solid lines around the arrows.  

Textile Manufacturing: This portion of the supply chain includes the 12 NAICS code industries that begin with 

313 in the textile mills, sub-sector. These establishments transform fiber (natural or synthetic) into textile 

component products including yarn, knitted, woven and nonwoven fabric, or they apply finishes to textile 

components or final products.  

Textile Final Products: This section includes final products that are made, in most cases, entirely from textile 

components. It includes the eight NAICS codes that being with 314 in the textile product mills sub-sector. Of 

these, there are three that fall under 3141 that pertain to home furnishings under NAICS 3141 textile furnishing 

mills. The establishments in 314 typically purchase fabric from another establishment and cut and sew it to 

make non-apparel textile products, such as sheets, towels, and carpet. In the final products category, there are 24 

codes in the 315 sub-sector of apparel manufacturing. The establishments in 315 primarily engage in cut and 

sew apparel manufacturing, knitting apparel or knitting fabric and then manufacturing apparel. The cut and sew 

classification includes a diverse range of establishments manufacturing full lines of ready-to-wear apparel and 

custom apparel. It includes apparel contractors, performing cutting or sewing operations on materials owned by 

others, jobbers and tailors who manufacture custom garments for individual clients.  

Distribution and Sales: The final category in the supply chain includes wholesalers, logistics firms, and other 

companies that may or may not make any physical alterations to the product but are responsible for value-

adding activities outside of production. End-use products made up entirely of textile inputs and components are 

sold to institutions, consumers (via retail channels), or to the government. The model does not follow the 

distribution, sales, and further manufacturing of textile inputs into other industry value chains; however it does 

acknowledge these companies as buyers of textile products in the textile markets category. Two apparel and one 

home furnishings wholesaling industries are included. Piece goods merchant wholesalers are also included in 

the textile structure. 

Textile Markets: Apparel, hosiery, and accessories and home and interiors are made, in most cases, entirely of 

textile inputs; however textiles are also inputs into several other end-use products within the industrial, 

construction, sports and leisure, geotextiles and agriculture, medical and hygiene, and transportation markets 

(Frederick, Cassill, Godfrey, & Little, 2007b). The markets represented in the value chain are an adaptation of 

the technical textiles application areas identified by Messe Frankfurt (the organizers of the Techtextil shows) 

that first appeared in a report commissioned to David Rigby Associates in 1997 (David Rigby Associates, 
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2002). Table 23 includes a listing of the Techtexil application areas, and a sample listing of industries included, 

end-uses products, and the market name as it appears on the textile value chain model. 

Table 23: Techtextil Application Areas and Textile Value Chain Markets 

Techtextil 
Application Area 

Areas Covered by 
the Definition 

Example of End-Use Segments and 
Products 

Textile Value Chain 
Markets 

Agrotech Agriculture 
Horticulture 
Forestry and Fishing 

Cover, Protection, Collection,  
Fishing 
Tying 

Agriculture 

Buildtech Building and 
Construction 
Textiles 

Protection and Display 
Textile Construction 
Building Components 
Reinforcements 

Construction 

Clothtech Technical 
components of 
shoes and clothing 

Shoe Components 
Insulation, Structure 
Sewing products 

Apparel 

Geotech Geotextiles, Civil 
Engineering 

Stabilization, Separation, Drainage 
Soil Reinforcement 
Erosion Control 
Linings 

Geotextiles 

Hometech Components of 
Furniture, 
Household Textiles 
and Floor Coverings 

Carpet Components 
Furniture Components 
Mattress ticking 
Composites 

Home Furnishings 

Indutech Filtration, Cleaning 
and Other Industrial 
materials 

Filtration 
Cleaning 
Lifting, Pulling 
Electrical Components 

Industrial 

Medtech Hygiene and 
Medical 

Cleaning 
Coverstock 
Wound care 
Medical devices 

Medical and 
Hygiene 

Mobiltech Automotive, 
Marine, Railways, 
and Aerospace 

Safety bags 
Trim and Insulation 
Floor covering 
Composites 

Transportation 

Packtech Packaging Bulk packaging 
Disposable 
Tying 

Packaging 

Protech Personal and 
property protection 

Particulate and chemical protection 
Flame retardant 
Outdoor Use 

Protection 

Sporttech Sports and Leisure 
Equipment 

Luggage Components 
Sports Equipment 
Camping Equipment 

Sports and Leisure 

Oekotech Environmental 
Protection 

Products extracted from above Not included due to 
overlap in definition 

Sources: (David Rigby Associates, 2002; Frederick, 2008); See Appendix: Technical Textile Applications, 
Products, Markets, and Main Areas for detailed product listings by market. 
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Figure 29: Textile Value Chain Visual Reference Model 

Source: Author: Frederick, S. for other examples see Frederick (2008; 2009) 

 The NAICS system is not used for classifying occupations. The U.S. Department of Labor (US DOL), 

Bureau of Labor Statistics (BLS) maintains the Standard Occupational Classification (SOC) to classify 

occupations. In the SOC System, 51-6000 Textile, Apparel, and Furnishings Workers, are classified under 51-

6000. Several of the following occupational categories are among the top 50 U.S. occupations with declining 

employment (US DOL, 2010). See the Appendix: Textile Definitions, for a full listing of the SOC codes. 

Internal: Textiles: Structure, Linkages, and Competition 

Structure: Textile Definitions: Distribution Channels and Sectors 
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 As the term textile has become more widely known, so too have new phases used to describe various 

different markets, processes, and applications. For many years, the term ‘industrial textiles’ (mostly in the 

United States) was widely used to encompass all textile products other than those intended for apparel, 

household, and furnishing end-uses (Horrocks & Anand, 2000).  Today, terms such as performance textiles, 

functional textiles, engineered textiles, and high-tech textiles are also used in various contexts, sometimes with 

a relatively specific meaning, but more often with little or no precise significance (Horrocks & Anand, 2000). 

Various definitions of textile terms related to industrial, performance, technical, and traditional terminologies 

were collected and are included in the Appendix: Textile Definitions. Figure 30 outlines the definitions used in 

this research approach.  

 

Figure 30: Textile Sector and Market Distribution Channel Definitions 

Source: Author; Frederick, S. 

Structure: Technical Textiles 

 The textile industry is undergoing a major reorientation towards non-clothing applications of textiles, 

known as technical textiles, which represent the fastest-growing segment of total textile applications. Technical 
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textiles are often defined as textile materials and products manufactured primarily for their technical 

performance properties rather than for their aesthetic or decorative characteristics. They have many 

applications, including bed sheets; filtration and abrasive materials; furniture and healthcare upholstery; thermal 

protection and blood –absorbing materials; seatbelts; adhesive tape, and multiple other specialized products and 

applications. It is estimated that technical textiles are growing at roughly twice the rate of textiles for clothing 

applications and now account for more than half of total textile production. The processes involved in 

producing technical textiles require relatively expensive equipment and skilled workers and are, for the 

moment, concentrated in developed countries (Audet, 2004).  

 Technical Textile Fibers and Types: most technical textile products are made from conventional fibers 

that are already well established. In fact over 90% of all fibers used in the technical sector are of the 

conventional type Specially developed fibers for use in technical textiles are often expensive to produce and 

have limited applications (Horrocks & Anand, 2000). Despite the considerable attention paid to higher value 

specialty fibers such as aramids and carbon fibers, the standard textile polymers such as polyester and 

polypropylene, along with glass fibers and natural fibers, account for over 99% of all textile material used in 

technical applications (David Rigby Associates, 2002). 

Table 24: Technical Textile Fiber Types, Fibers, and World End-Use Consumption: Year 2000 

Fiber Types Fibers Included World End-Use 
Consumption (Volume) 

Natural Cotton (7%); Others (14%); Wool and Wood pulp 21% 
Regenerated Viscose (3%); Other cellulosic fiber (3%) 6% 
Synthetic Polyester (25%); Polyamide (7%); Polyolefin (25%); Acrylic 

(<1%); Polypropylene; Polyethylene; Elastomeric; Aramid; 
p-aramid; Other high performance 

57% 

Inorganic Glass (15%); Carbon; Ceramic 16% 

Man-made/ 
inorganic:  

79% 

Source: (David Rigby Associates, 2002); 2000 most recent data available at time of study 

 The technical textiles market is seen to use mostly synthetic, regenerated, or inorganic fibers as a result 

of their strength and versatility. Natural fibers account for 21% of the market (by volume in 2000), mostly in the 

form of cotton, jute, and to a lesser extent sisal in less demanding applications such as sacking, twine and carpet 

backing, but this is a far smaller share than these fibers usage in day-to-day apparel and household textiles. 

Man-made/inorganic fibers made up 79% of world end-use consumption of technical textiles by fiber type 

(man-made includes regenerated and synthetic) (David Rigby Associates, 2002). These fiber raw materials are 

used in technical textile products in one of many fiber forms included in Table 25 below. 

 Technical Textile Broad Fiber Forms: in terms of fiber form or yarn type used, the technical textiles 

market is dominated by filament and tape yarns, polymer (for extruded nonwovens), and fiber (for other 

nonwovens, fiberfill and composites) which are technologies and end products largely associated with synthetic 

or inorganic materials. Spun yarns have a significant share of the market, but again far smaller than for apparel 
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or household textiles, reflecting both the generally lower strength of spun yarns and the growing importance of 

nonwovens in technical applications. Un-spun fiber represents almost one-quarter of the market in terms of final 

textile product as a result of the importance of composites (still mostly using unprocessed fiber) and loose fiber 

applications such as fiberfill. Yarn type products have small but significant share through products such as 

thread, rope, fishing line, and twine (David Rigby Associates, 2002). 

Table 25: Technical Textiles: Fiber Form and World End-Use Consumption: Year 2000 

Broad Fiber Form World End-Use Consumption (Volume) 
Polymer chip: used in melt-spun and similar nonwovens 9% 
Un-spun Staple Fiber 38% 

Polymer/fiber: 47% 

Spun yarns  20% 
Multifilament yarns 18% 
Slit film/tape 12% 
Monofilament yarns 2% 

Filament/tape yarn: 33% 

Source: (David Rigby Associates, 2002) 

 Polymer chips are forecast to be the strongest growing of these segments in the long-term. A large 

volume of staple fiber is used directly as un-spun stable fiber in the manufacture of technical products (i.e. there 

is no yarn stage involved). The following are examples where staple fiber is used: carded nonwoven fabrics, 

fiberfill, for wadding and insulation, composites, as fiber reinforcement, and tow, for cigarette filters (David 

Rigby Associates, 2002). Staple fibers used for fiberfill and composites are not always recognized as textile 

products because they do not involve conventional textile processing. However, they form part of a continuum 

with all the other textile applications described here and are properly considered part of a wider technical fibers 

industry (David Rigby Associates, 2002). 



 

 

 129 

 

Figure 31: Technical Textile Classifications and Volume Consumption (2000) 

Source: Author; Frederick, S.; Data Source: (David Rigby Associates, 2002) 

 Technical Textiles: Structural Form: textile products leave the technical textile industry in one of 

many forms. Fabric or other final textile product types can be grouped as follows in Table 26. See Figure 31 for 

all forms of technical textiles aggregated into one image using the classification and color schemes of the textile 

value chain visual reference model. 

Table 26: World-End Use Consumption by Broad Final Product: Year 2000 

Broad Final Product World End-Use Consumption (Volume)  
Un-spun fiber (i.e. for use in composites, tow, fiberfill) 24% 
Yarn type products (i.e. rope, cord, twine, yarn, thread, braid) 9% 
Woven fabric (broad, narrow or circular woven) 39%  
Knitted fabric (warp, weft, sliver, Santoni, or flat-bed) 3% 
Nonwoven fabric (dry-laid, wet-laid, air-laid, or melt-spun) 23% 
Other fabric types (e.g. knotted netting, tufted) 2% 

All Fabric: 67% 

Source: (David Rigby Associates, 2002)  

 The term “composites” refers to reinforcing fibers or textiles, embedded within a matrix of 

thermosetting or thermoplastic polymer, mostly for structural end-uses (David Rigby Associates, 2002). The 

composites industry structure can be broken into three tiers: raw materials suppliers (represent 30%) of the 

industry, and including fibers, resins, and machinery. Glass fibers represent 89% of the market by volume, 
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although not by value. Natural fibers claim 10% and carbon and aramid fibers combined only take 1%. The 

second tier includes intermediate processors, including prepreg, pellet and fabric manufacturers, and 

distributors, representing 15% of the overall market. The third tier is final processing, from a vast array of 

businesses including manual, compression, and injection, or continuous processes (International Newsletters 

Ltd., 2008). 

 The majority of composites industry goods are supplied to two key sectors: construction/civil 

engineering (30% share of market) and transportation (26% share of market), and other key sectors include 

electrical and electronic goods (14%), pipes and tanks (10% represented the fastest growing market in 1999-

2005), sports and consumer goods (9%), and marine products (9%) (International Newsletters Ltd., 2008). In 

the tables, composites are only identified as part of an end-use segment (e.g. Building Reinforcements in 

Buildtech). The loose fibers, yarns, or woven, knitted, or nonwoven fabrics that represent the reinforcement of 

such composites are included in their respective categories in the “broad final textile product type” analysis, but 

are not separately identified (David Rigby Associates, 2002). 

 Un-spun fiber accounts for 24% of world technical textile consumption in volume terms but only 8% 

in value terms. Following an annual growth rate of 40% between 1995 and 2000 the market for un-spun fiber is 

forecast to continue to expand 37% per annum up to the year 2010, broadly in line with the technical textiles 

market overall. Nearly 90% is consumed in four areas: transportation, construction, home furnishings, and 

industrial. Reinforcement applications for construction, including both fiber-reinforced concrete and building 

composites, is the largest end-use segment for un-spun fiber with a 21% share. Composite applications in 

transportation have the second largest share at 18%. Un-spun fiber used in furniture components, which is in the 

form of fiberfill, has the third largest share. Filtration end-uses in the industrial market have the fourth largest 

share at 16%, in the form of cigarette tow (David Rigby Associates, 2002). 

 For detailed product and application area listings by structural form, see Appendix: Technical Textile 

Applications, Products, Markets and Main Areas. 

Structure and Competition: U.S. Textile Statistics and Leading Textile Firms 

 In 2008, the United States produced 5,456 million pounds of yarn, 3,795 million square yards of gray 

fabrics, 885 million un-dipped pounds of tire cord and fabrics, and 503 million pounds of knitted fabrics. These 

figures are down from 2007 (Yarn: 6,252; Broadwoven: 4,956; Tire: 942; Knit: 613) (U.S. Census Bureau, 

2009e). See Table 27 and Appendix: Leading U.S. Textile Companies for more information on leading U.S. 

textile manufacturers by sector and product share. Additional production and export statistics included in 

Appendix: U.S. Textile Production and Exports. 
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Table 27: IBIS: Leading U.S. Manufacturers and Market Share by Industry  

Industry or Sector Market Share for Industry 
Yarn, Fiber and Thread Mills Firms: NAICS 3131 Market Share (2008) 

Unifi, Inc 6.1% 
Hanesbrands, Inc 3.4% 

Top 2 players’ industry revenue 9.5% 
Parkdale Mills 3.0% (est.) 
American and Efird 2.9% (est.) 
C&M Holdings (Dalton, GA) Mentioned 
Delta Woodside Industries Inc (Greenville, SC) Mentioned 
National Spinning (New York, NY) Mentioned 
Stowe-Pharr Mills (McAdenville, NC) Mentioned 
Southern Mills (Union City, GA): Subsidiary of Royal Ten Cate Mentioned 

Broadwoven Fabric Mill Firms: NAICS 31321 Market Share (2008) 
Milliken and Company, Inc 7.6% 
ITG 5.9% 
Guilford Mills 3.1% 

Top 3 players’ industry revenue 17.0% 
R B Pamplin (subsidiary of Mt Vernon Mills) (Greenville, SC) 2.8% (est.) 
Swift Galey (former Galey & Lord Swift Denim) (New York, NY) 2.1% (est.) 
Greenwood Mills (Greenwood, SC) 1.0% (est.) 

Narrow Fabric Mill Firms: NAICS 31322 Market Share (2009) 
Unifi, Inc 8.1% 
QST Industries Inc (Chicago, IL) 7.2% 

Top 2 players industry revenue 15.3% 
Worldtex, Inc (Regal Manufacturing) (Hickory, NC) 3% (2008 est.) 
Conso International Corporation 3.5% (2008 est.) 
Moritz Embroidery Works, Inc (Pocono, PA) 1% (2008 est.) 
Bally Ribbon Mills (Bally, PA) 1% (2008 est.) 

Knit Fabric Mill Firms: NAICS 31324 Market Share (2009) 
Milliken and Company Inc 14.0% 
Springs Global US, Inc 5.1% 
Guilford Mills, Inc:  4.1% 
ITG 3.0% 

Top 4 players’ industry revenue 26.2% 
Concord Fabrics Inc (NY, GA)  1.7% (est.) 
Crystal Textile Group (NY, NC) 1.0% (est.) 
Domestic Fabrics Corporation (Kinston, NC) <1.0% (est.) 

Nonwoven Fabric Mill Firms: NAICS 31323 Market Share (2009) 
Polymer Group, Inc 11.9% 
DuPont 7.7% 
Berkshire Hathaway Inc Class A (Johns Manville) 5.5% 

Top 3 players’ industry revenue 26.0% 
Johnston Textiles (Columbus, GA) 1.5% (2009 est.) 
Propex Inc (GA and SC) <1% (2009 est.) 
Eagle Nonwovens Inc (St Louis, MO) <1% (2009 est.) 
Southern Mills (Union City, GA) <1% (2009 est.) 

Sources: (IBISWorld, 2008a; IBISWorld, 2008h; IBISWorld, 2009k; Rajakumar, 2009) 
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Linkages: Fiber: Production, Trade Statistics and Leading Suppliers 

 Asia (2008) accounted for 85% of worldwide synthetic fiber production with China accounting for 

60% of the total (Table 28; “2008 worldwide survey”, 2009). See Appendix: U.S. Fiber Production and Exports 

for additional fiber statistics. 

Table 28: Synthetic Fiber Top Producing Countries Percent Share of Global Production and Capacity 

 Production Producing Capacity 
Country 2007 2008 2007 2008 
China 56.0% 60.0% 56.7% 60.3% 
India 6.4% 6.2% 7.5% 7.5% 
Taiwan 6.3% 5.3% 5.4% 4.5% 
United States 6.1% 5.2% 5.7% 4.6% 
Western Europe 4.2% 3.8% 4.0% 3.8% 
South Korea 3.9% 3.7% 3.4% 3.3% 
Indonesia 3.0% 2.9% 3.0% 2.7% 
Japan 2.4% 2.1% 2.4% 2.4% 
Thailand 2.2% 2.0% 2.1% 1.8% 
Turkey 2.0% 1.7% 2.0% 1.8% 
Pakistan 1.4% 1.3% 1.6% 1.5% 
Malaysia 0.9% 0.9% 1.0% 1.0% 
C.I.S 0.9% 0.9% 1.0% 0.9% 
Brazil 0.7% 0.8% 0.6% 0.7% 
Mexico 0.7% 0.5% 0.7% 0.5% 
Totals 97.1% 97.2% 97.0% 97.1% 

Note: Does not include olefin, glass fiber, or acetate filter tow. Source: (“2008 worldwide survey”, 2009) 

 The U.S. man-made fiber industry (Table 29) is highly concentrated in a handful of large producers. 

With the exception of Invista and DuPont, the majority of these firms have U.S. headquarters in the southeast.  

Table 29: U.S. Synthetic Fiber, Polyester Fiber and Nylon Resin Producers  

Industry  Significance 
Synthetic or Polyester Fiber Producer Firms Leading or Important 

NanYa Plastics Corporation USA (Global: Formosa, Taiwan) Leading: Synthetic and Polyester 
Invista SARL: Subsidiary (Koch Industries: Global: KS) Leading: Synthetic and Polyester 
Propex Holdings Inc (Olefin) Leading: Synthetic 
Wellman Important Supplier: Synthetic and Polyester 
Dow Important Supplier: Synthetic 
Solutia Important Supplier: Synthetic 
Mohawk (recycled polyester fibers) Important Supplier: Synthetic and Polyester 
DAK Important Supplier: Synthetic 
Shaw Important Supplier: Synthetic 
ALFA: Mexico (via DAK Americas) Leading: Polyester 
Unifi Important Supplier: Polyester 
Performance Fibers (owned by Sun Capital Partners) Important Supplier: Polyester 
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Table 29 continued 

Nylon Resin Producer Firms Leading or Important; Market Share 
BASF (Global: Germany) Largest US Producer 
DuPont Second Largest US Producer 
Solutia Third Largest US Producer 

Top 3 percentage of U.S. capacity 90.0% 
Arkema: France Other Supplier 
Custom Resins Other Supplier 
Nylon Corporation of America (NYCOA) Other Supplier 
Royal DSM: Netherlands Other Supplier 
Solvay: Belgium Other Supplier 

Sources: Synthetic Fiber: (Freedonia, 2007d); Polyester: (Freedonia, 2007c); Nylon Resin: (Freedonia, 2008j) 

Linkages: Inputs: Chemicals 

 Chemicals are used throughout the textile supply chain. Similar to the fiber industry, the chemical 

industry is fairly concentrated in a small number of large firms. Most firms have headquarters in the European 

Union and operate U.S. subsidiary locations. Most firms develop chemicals for other industries in addition to 

the textile industry. Table 30 below includes the leading suppliers of textile chemicals to the U.S. market. 

Table 30: Freedonia: Textile Chemicals Top and Significant Suppliers: 2006 and 2007 

Company 2006 2007 
BASF Important supplier Top 3 supplier to the US market 
Dystar LP Top 3 supplier to US market Top 3 supplier to the US market 
Huntsman Corp Top 3 supplier to US market Top 3 supplier to the US market 
Lubrizol Important supplier Significant supplier 
Rohm and Haas Co Important supplier Significant supplier 
Clariant International  Important supplier Significant supplier 
Akzo Nobel   Significant supplier 
American Textile  Significant supplier 
Celanese  Significant supplier 
Chemtura  Significant supplier 
Danisco  Significant supplier 
Dow Chemical  Significant supplier 
DuPont  Significant supplier 
OMNOVA Solutions Top 3 supplier to US market Not reported 

Sources: (Freedonia, 2007e; Freedonia, 2008o) 

Linkages: Buyers: Geographic and End-Use Market 

 



 

 

 134 

Table 31 outlines the leading textile consuming countries and regions. In addition to domestic sales, these 

locations represent potential export markets for U.S. and NC textile producers. See also the Appendix: 

Technical Textile Applications, Products, Markets and Main Areas for end-use market statistics by textile form. 
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Table 31: Leading Textile Importing Countries and Regions: 2008 (WTO) 

Reporter Value ($USD) Year Total (%) 
World 262,863,423,429 100% 
European Union (27) 83,962,000,000 31.9% 
Value of Extra-EU-27 Imports 27,927,000,000 10.6% 
United States 23,128,000,000 8.8% 
China (a) 16,227,890,819 6.2% 
Japan 6,946,606,978 2.6% 
Vietnam (b) 6,048,498,568 2.3% 
Turkey 5,646,120,000 2.1% 
Russian Federation (b, c) 5,512,429,966 2.1% 
Mexico (c, d) 5,365,906,570 2.0% 
United Arab Emirates (b) 4,770,741,975 1.8% 
Canada (d) 4,431,000,000 1.7% 
Korea, Republic of 4,112,000,000 1.6% 
Indonesia (d) 3,262,043,591 1.2% 
Brazil (d) 2,946,908,725 1.1% 
Thailand 2,444,322,469 0.9% 
Hong Kong, China (Retained Imports) 453,563,653 0.2% 
Above 15  66.7% 

Source: (WTO, 2009); Textiles Represented by SITC Code 65, Rev. 3.  
(a) Trade system: Prior to 1992: CT data reported in HS; (b) Estimated Value; (c) Coverage: Includes intra-
trade (Russia) or includes processing zones (Mexico); (d) Method of valuation: Imports are valued f.o.b. 
  

Competition: Countries 

 Other textile exporting countries are geographic sources of competition for U.S. and NC textile 

producers. Table 32 lists the leading textile exporting economies from 1990-2008. These are economies that 

domestic producers need to be aware of when developing strategies and evaluating markets. See also Appendix: 

Competition: Textiles U.S. Imports and Global Exports for countries currently competing for U.S. market share 

in textiles. 
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Table 32: World Textile Exports: Economies: 1990, 2000, 2006, 2007, 2008 (WTO) 

 Value (Millions of $USD) 
Economy 1990 2000 2006 2007 2008 

World Totals                                                                                                                                                                                                                                          104,354 157,295 220,367 240,364 250,198 
European Union (27)                                                                                                                                                                                                                              - 56,737 73,846 81,846 80,207 
China  (d)                                                                                                                                                                                                                                         7,219 16,135 48,678 55,961 65,256 
United States                                                                                                                                                                                                                                    5,039 10,952 12,680 12,426 12,496 
Korea, Republic of                                                                                                                                                                                                                               6,076 12,710 10,110 10,373 10,371 
India                                                                                                                                                                                                                                            2,180 5,570 8,909 9,667 10,267 
Turkey                                                                                                                                                                                                                                           1,440 3,672 7,585 8,942 9,399 
Taipei, Chinese                                                                                                                                                                                                                                  6,128 11,891 9,780 9,732 9,220 
Japan                                                                                                                                                                                                                                            5,871 7,023 6,934 7,108 7,340 
Pakistan                                                                                                                                                                                                                                         2,663 4,532 7,469 7,371 7,186 
United Arab Emirates  (c)                                                                                                                                                                                                                          6 3,137 4,567 5,761 5,751 
Indonesia                                                                                                                                                                                                                                        1,241 3,505 3,614 3,829 3,675 
Thailand                                                                                                                                                                                                                                         928 1,958 2,873 3,114 3,211 
Mexico  (d)                                                                                                                                                                                                                                        713 2,571 2,192 2,215 1,993 
Canada                                                                                                                                                                                                                                           687 2,204 2,369 2,316 1,988 
Switzerland                                                                                                                                                                                                                                      2,557 1,503 1,593 1,761 1,802 
Vietnam  (c)                                                                                                                                                                                                                                     ... 299 1,058 1,321 1,639 
Malaysia  (d)                                                                                                                                                                                                                                      343 1,270 1,437 1,470 1,549 
Brazil                                                                                                                                                                                                                                           769 895 1,365 1,436 1,361 
Bangladesh  (b, c)                                                                                                                                                                                                                                 343 393 1,494 884 1,090 
Syrian Arab Republic  (c)                                                                                                                                                                                                                          555 158 820 1,045 1,016 
Colombia                                                                                                                                                                                                                                         133 268 383 628 858 
Egypt  (c)                                                                                                                                                                                                                                       554 412 650 726 762 
Israel                                                                                                                                                                                                                                           270 490 744 764 651 
Belarus                                                                                                                                                                                                                                          - 410 504 567 588 
Russian Federation                                                                                                                                                                                                                               - 430 537 550 554 
Iran, Islamic Rep. of  (c)                                                                                                                                                                                                                       510 766 766 676 498 
Tunisia                                                                                                                                                                                                                                          112 154 349 495 478 
Saudi Arabia (c)                                                                                                                                                                                                                               31 114 315 324 419 
Hong Kong domestic exports                                                                                                                                                                                                                              2,171 1,176 530 462 396 
Morocco  (d)                                                                                                                                                                                                                                       203 123 242 326 324 
Australia                                                                                                                                                                                                                                        153 347 312 340 319 
Peru                                                                                                                                                                                                                                             221 128 199 250 313 
South Africa  (c)                                                                                                                                                                                                                                  167 240 306 332 301 
Ukraine                                                                                                                                                                                                                                          - 127 244 290 289 
New Zealand                                                                                                                                                                                                                                      135 142 262 304 280 
Argentina                                                                                                                                                                                                                                        158 258 219 233 274 
Singapore domestic exports                                                                                                                                                                                                                              141 293 285 320 274 
Guatemala                                                                                                                                                                                                                                        34 53 183 202 248 
Philippines  (d)                                                                                                                                                                                                                                   132 297 239 205 194 
Sri Lanka  (c)                                                                                                                                                                                                                                   25 244 154 176 188 
El Salvador  (d)                                                                                                                                                                                                                                  38 79 80 98 122 
(a): Nearest year (b): Figures refer to fiscal year (c): Includes estimates (d): Includes significant EPZ exports  

Source: (WTO, 2009); Table ii65. SITC 65, Rev. 3 
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Internal: Apparel: Structure, Linkages, and Competition 

 The apparel market includes final products that will be worn as clothing, including hosiery and 

footwear, as well as items and accessories that complement the clothing made of textile materials (i.e., 

handbags, belts, hats, scarves, gloves, etc). 

Structure, Linkages, and Competition: U.S. Apparel Production and Leading Manufacturers 

 Table 33-35 outline key apparel production statistics, leading U.S. apparel manufacturers by product 

sector and market share. Leading U.S. apparel manufacturers are competitors of other apparel manufacturers, 

but they are also potential buyers for textile manufacturers and key potential sources of relationships. See the 

Appendix: U.S. Apparel Production and Exports for additional statistics. 

Table 33: U.S. Production and Quantity of Shipments: Apparel: 2003-2008 (CIR) 

Year Total Quantity (Thousands of Units) Total Value ($U.S. Millions) 
2008 499,004 $7,373.2 
2007 911,548 $8,816.2 
2006 1,653,149 $12,359.1 
2005 2,083,216 $17,112.9 
2004 2,282,099 $18,299.7 
2003 3,085,215 $22,613.5 

Totals 10,514,231 $86,574.6 
Source: (U.S. Census Bureau, 2009a) 
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Table 34: U.S. Imports and Apparent Consumption: Selected Apparel Items: 2008 (CIR)  

[Quantity in thousands of units (socks unit: dozens of pairs); value in millions of dollars] 

Product description Imports for 
Consumption (5) 

Apparent 
Consumption (7) 

Percent Imports to 
Consumption 

2008  Quantity Value (6)  Quantity Value Quantity Value 
Men's and boys' apparel 
Suits 10,868 679.9 11,767 960.5 92.4 70.8 
Dress and sport coats 20,698 763.8 20,701 860.9 100.0 88.7 
Other coats, vests, jackets, 
and ski apparel 

298,322 3,454.1 303,692 3,862.6 98.2 89.4 

Tops 3,324,315 13,120.2 (S) 13,425.7 (S) 97.7 
Bottoms 1,279,857 8,637.1 (S) 8,943.3 (S) 96.6 
Swimwear 34,154 164.5 (S) (S) (S) (S) 
Women's and girls' apparel: 
Dresses 408,013 3,757.1 431,600 5,093.6 94.5 73.8 
Coat/jackets, vests, ski-gear 455,613 5,505.2 (D) (D) (D) (D) 
Tops 4,069,483 18,997.9 (S) 20,235.9 (S) 93.9 
Skirts 201,720 1,372.7 226,101 1,657.3 89.2 82.8 
Bottoms, except skirts 1,714,389 10,871.2 1,738,345 11,549.4 98.6 94.1 
Suits 14,767 298.1 (S) 300.1 (S) 99.3 
Swimwear 148,992 842.3 164,020 1,146.8 90.8 73.4 
Foundation garments 590,481 2,256.4 (S) (S) (S) (S) 
Other men's, women's, boys', and girls' apparel 
Underwear (except 
foundation garment) 

3,237,509 3,467.2 3,241,724 3,585.3 99.9 96.7 

Pajamas; nightwear 425,315 1,720.5 427,128 1,741.9 99.6 98.8 
Robes; dressing gowns 20,445 135.2 (D) (D) (D) (D) 
Jogging; warm-up suits 11,907 49.4 (D) (D) (D) (D) 
Overalls; jumpsuits 26,576 349.0 27,707 400.4 95.9 87.2 
Playsuits 14,854 56.4 (D) (D) (D) (D) 
Infants' apparel 1,125,788 2,578.6 (S) (S) (S) (S) 
Socks (Men’s, Women’s, and Children’s) 
Finished Socks  271,439 1,598.2 300,835 2,069.1 90.2 77.2 

Source: (U.S. Census Bureau, 2009a; U.S. Census Bureau, 2009d). (5) Source:  Census Bureau report IM 145, 
U.S. Imports for Consumption; (6) Dollar value represents the c.i.f. (cost, insurance, and freight) value at the 
first port of entry in the United States plus U.S. import duties; (7) Apparent consumption represents new 
domestic supply and is derived by subtracting exports from the sum of manufacturers' shipments plus imports; 
(D) Withheld to avoid disclosing data for individual companies; (S) Does not meet publication standards.  
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Table 35: IBIS: U.S. Apparel Manufacturing Firms by Industry 

Industry Market Share 
Hosiery and Sock Mill Firms: NAICS 31511  

Hanesbrands Inc  28.0% 
Gold Toe Brands, Inc. 8.9% (est.) 
Moretz 4.0% (est.) 
Golden Lady Company SpA (Kayser-Roth Corp.) 9.9% (est.)  
HCI Direct Inc 3.7% (est.) 
Jockey International 6.6% (est.) 
Danskin Inc < 1.0% (est.) 

Apparel Knitting Mill Firms: NAICS 31519 Market Share (2008) 
Berkshire Hathaway, Inc Class A 12.9% 
St. John Knits International, Inc 10.2% 
Anvil Holdings, Inc. 5.8% 

Top 3 players industry revenue share 29.0% 
Delta Apparel, Inc 9.8% (est.) 
Pendleton Woolen Mills, Inc 5.5% (est.) 

Cut and Sew Contractors: NAICS 31521 Market Share 
Limited Brands, Inc./MAST Industries: Columbia, OH; Andover, M 22.5% 
Hartmarx Corporation: Chicago, IL 4.0% (est.) 
SJ Manufacturing: San Francisco, CA 1.0% (est.) 
Lebanon Apparel Group: Lebanon, VA < 1.0% (est.) 
Integrated Textile Solutions: Salem, VA < 1.0% (est.) 
International Apparel Group: Allendale, SC < 1.0% (est.) 
Calhoun Apparel Inc.: Calhoun, MI < 1.0% (est.) 

Men’s and Boys’ Apparel Manufacturing: NAICS 31522 Market Share (2009) 
Hanesbrands Inc. 7.0% 
Phillips-Van Heusen Corporation 2.9% 
Hartmarx Corporation 3.0% (est.) 

Women’s and Girls’ Apparel Manufacturing: NAICS 31523 Market Share (2009) 
VF Corporation 13.0% 
Kellwood Company 8.4% 
Hanesbrands Inc. 8.1% 
Jones Apparel Group, Inc. 7.3% 

Top 4 players industry revenue share 36.0% 
Liz Claiborne, Inc. 4% (est.) 
Carter’s Inc 2.4% (est.) 

Other Apparel: Costumes, Uniforms, and Infants: NAICS 31529 Market Share (2008) 
Kellwood Company (included Gerber) 15.1% 
Berkshire Hathaway, Inc. Class A 13.6% 
Carter's Inc. 13.1% 

Top 3 players industry revenue share 42.0% 
Wormser Company 2% (est.) 
Under Armour, Inc. 1% (est.) 
G-III Apparel Group 1% (est.) 

Sources: (IBISWorld, 2008b; IBISWorld, 2008d; IBISWorld, 2009d; IBISWorld, 2009j; IBISWorld, 2009n; 
Sabourin, 1998) 
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Linkages: Suppliers and Buyers (End Markets) 

 Table 36 outlines the technical textile products that feed into apparel end-use applications. These 

products and firms that manufacture them are potential suppliers for apparel manufacturers and marketers. 

These are also key areas that textile component producers can engage in to upgrade their products or diversify 

their markets. 

Table 36: DRA: Technical Apparel Products (9 products) 

Products Included Material Description 
Shoe laces Ropes and Braids Shoe and boot laces 
Shoe components 
 

Warp-knit, 
Nonwoven 

Linings, components etc for most shoes and trainers, 
(excludes artificial suede, leather and PVC substrates) 

Woven interlinings 
 

Warp-knit, 
Broadwoven 

Woven and knitted fabrics used to provide support and 
structure to garments 

Nonwoven interlinings 
 

Nonwoven 
 

Linings, components etc for most shoes and trainers 
(excludes artificial suede, leather and PVC substrates) 

Wadding Un-spun Wadding/fiberfill used to provide insulation in garments 
Labels 
 

Broadwoven, 
Narrow woven 

Printed and woven labels for all applications 
 

Sewing threads Non-braid, yarn-type 
Fasteners: zip teeth Non-braid, yarn-type 
Fasteners: velcro (hook and loop) Non-braid, yarn-type 
Source: (David Rigby Associates, 2002) 

 Table 37 outlines the channels of apparel final product distribution of into consumer markets. 

Additional statistics are provided in the Appendix: Apparel Retail Distribution Channels. 

Table 37: U.S. Clothing Sales by Distribution Format: 2001-2008 

 Year and % Retail Value by Retail Selling Price (RSP) 
Distribution Format 2001 2002 2003 2004 2005 2006 2007 2008 
Mixed retailers* 50.7 49.9 49.7 47.8 47.7 47.7 47.3 47 
Clothing and Footwear Specialty Retailers 40.2 41.4 42.1 42.7 42.9 42.6 42.2 41.9 
Other Non-Grocery Retail 4.6 3.7 2.8 3 2.2 1.8 1.5 1.3 
Total Store-Based Retail 95.5 95 94.5 93.5 92.8 92.1 91 90.2 
Direct selling 0.7 1 1.2 1.9 2.5 3 3.3 3.5 
Internet retailing 1.9 2.1 2.2 2.5 2.7 2.8 3.5 4 
Home shopping 1.9 1.9 1.9 1.9 1.9 2 2.2 2.2 
Total Non-Store Retail 4.5 5 5.5 6.5 7.2 7.9 9 9.8 
Total 100 100 100 100 100 100 100 100 

* Includes: Department Stores and Mass Merchants/Discount Stores. Within this group, department stores 
continue to lose market share against mass merchants. Sources: Official statistics, trade associations, trade 
press, company research, store checks, trade interviews, and EM International estimates. Source: Years: 2001 
and 2002: (Euromonitor, 2007a); Years 2003-2008: (Euromonitor, 2009) 
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Competition and Linkages: Buyers: Geographic 

 Datamonitor defines the apparel retail industry as the sale of all menswear, womenswear and 

childrenswear (Datamonitor, 2009b). In the report, the global figure is deemed to comprise of the Americas10, 

Asia-Pacific11 and Europe12. The global apparel retail industry generated total revenues of $1,025.9 billion in 

2008, representing a compound annual growth rate (CAGR) of 3.9% for the period spanning 2004-2008 

(Datamonitor, 2009b) (See Table 38). By geographic region, Europe accounted for 41% ($420.9B) of the 

industry’s value, followed by the Americas at 37.1%, and Asia-Pacific at 21.9% ($224.4B) with the strongest 

growth coming from the Asia-Pacific region, followed by the European region (Datamonitor, 2009b). Industry 

segmentation for the apparel retail industry can be broken into the following % shares, by value for 2008: 

womenswear: 53% ($543.9B), menswear: 31.2% ($319.6B), and childrenswear: 15.80% (Datamonitor, 2009b). 

Table 38: Global Apparel Retail Industry Value: 2004-2008 

Year $U.S. Billion % Growth 
2004  881.7  
2005 915.7 3.90% 
2006 961.7 5.00% 
2007 995.7  3.50% 
2008 1,025.9  3.00% 
CAGR, 2004-2008:  3.9% 
Source: (Datamonitor, 2009b) 

 In 2008, U.S. consumers spent $199.6 billion on apparel, down 3.6% from 2007 (versus the 4.2% gain 

in 2007) and apparel spending in the first quarter of 2009 was also down 10% from the same period in the 

previous year (Driscoll & Wang, 2009b). Apparel sold and consumed in the U.S. has a very high import ratio 

that has been increasing for decades. In 2008, percent imports to apparent U.S. consumption of men’s, 

women’s, and children’s apparel ranged from a low of 89.2% for women’s skirts to a high of 100% for men’s 

dress and sports coats (in volume terms) (U.S. Census Bureau, 2009a). In 2006, the estimated overall apparel 

import penetration was 94% (Clothesource, 2008). 

 Table 39 and Table 40 include statistics for the three leading apparel consuming countries and regions: 

the U.S., European Union (EU-27), and Japan. Textile and clothing firms need to be aware of countries they are 

competing with on a global basis and who potential economies are that consume large quantities and values of 

apparel to target as potential customers. See the Appendix: U.S. Apparel Imports for additional statistics. 

 

                                                         
10 Americas: Argentina, Brazil, Canada, Chile, Colombia, Mexico, Venezuela, and the US. 
11 Asia-Pacific: Australia, China, Japan, India, Singapore, South Korea and Taiwan. 
12 Europe: Belgium, the Czech Republic, Denmark, France, Germany, Hungary, Italy, Netherlands, Norway, 
Poland, Romania, Russia, Spain, Sweden, the Ukraine and the United Kingdom. 
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Table 39: U.S., EU-27 and Japan: Clothing Imports (Value: $US Millions) by Region: 2008 

United States EU-27 Japan Region 
Value % Value % Value % 

World  82,464 100 177,741 100.0 25,866 100.0 
Europe  3,295 4.0 99,784 56.1 1,691 6.5 
Asia  60,886 73.8 66,269 37.3 23,815 92.1 
Africa  2,170 2.6 9,098 5.1 90 0.3 
Central and Eastern Europe/Baltic States 52 0.1 953 0.5 8 0.0 
North America  5,075 6.2 823 0.5 213 0.8 
South and Central America  9,630 11.7 424 0.2 42 0.2 
Middle East  1,355 1.6 376 0.2 5 0.0 

Source: (WTO, 2009) Clothing represented by SITC 84, Rev. 3. 

Table 40: U.S., Japan, and EU-27: Clothing Imports by Economy: 2008  

[Values in $US Millions; % represents economy’s % share of total imports] 

United States Japan EU-27 
Economy Value  % Economy Value % Economy Value % 

World  82,464 100.0 World 25,866 100 World 177,741 100 
China  28,575 34.7 China  21,429 82.8 EU-27 84,658 47.6 
Vietnam  5,527 6.7 EU-27  1,592 6.2 China  39,815 22.4 
Indonesia  4,358 5.3 Vietnam  865 3.3 Turkey  11,856 6.7 
Mexico  4,250 5.2 Thailand  313 1.2 Bangladesh  6,962 3.9 
Bangladesh  3,657 4.4 Rep. Korea 227 0.9 India  6,352 3.6 
Top 5  46,367 56.2 Top 5  24,427 94.4 Top 5  149,643 84.2 
India  3,412 4.1 Malaysia  202 0.8 Tunisia  3,841 2.2 
Honduras  2,742 3.3 India  187 0.7 Morocco  3,550 2.0 
EU-27  2,721 3.3 U.S.  183 0.7 Vietnam  1,924 1.1 
Cambodia  2,508 3.0 Indonesia  148 0.6 Indonesia  1,735 1.0 
Thailand  2,238 2.7 Myanmar  132 0.5 Sri Lanka  1,726 1.0 
Pakistan  1,691 2.1 Philippines  77 0.3 Pakistan  1,686 0.9 
Hong Kong 1,645 2.0 Taipei  66 0.3 Thailand  1,428 0.8 
Sri Lanka  1,620 2.0 Turkey  62 0.2 Hong Kong  1,270 0.7 
El Salvador  1,574 1.9 Bangladesh  46 0.2 Switzerland  1,030 0.6 
Malaysia  1,505 1.8 Morocco  39 0.2 Malaysia  974 0.5 
Top 15 68,023 82.4 Top 15 25,569 98.9 Top 15 168,807 95.0 
Guatemala  1,452 1.8 Tunisia  38 0.1 Cambodia  813 0.5 
Philippines  1,443 1.8 Hong Kong 38 0.1 Egypt  702 0.4 
Jordan  1,014 1.2 Sri Lanka  23 0.1 Macedonia  698 0.4 
Nicaragua  963 1.2 Switzerland  21 0.1 Mauritius  624 0.4 
Macao  876 1.1 Mexico  19 0.1 U.S.  617 0.3 
Dom. Republic  862 1.0 Cambodia  19 0.1 Croatia  559 0.3 
Canada  825 1.0 Macao  14 0.1 Ukraine  537 0.3 
Peru  825 1.0 Peru  13 0.1 Serbia  422 0.2 
Taipei  823 1.0 Canada  11 0.0 Madagascar  321 0.2 
Egypt  783 0.9 Brazil  10 0.0 Albania  280 0.2 
Top 25 77,889 94.4 Top 25 25,775 99.7 Top 25 174,380 98.2 
Top 40  81,770 99.2 Top 40  25,835 99.9 Above 40  176,939 99.5 

Source: (WTO, 2009); Table ii.68. Clothing represented by SITC 84, Rev. 3. 
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 Textile and apparel manufacturers also need to be aware of other leading apparel exporting economies 

and their global market shares (Table 41). These countries are competitors to other apparel manufactures, but 

also represent critical value chain linkages. A longitudinal perspective is also necessary to evaluate changes in 

competitors’ export performance to identify trends pointing to the most competitive countries in the future. 

Table 41: Shifts in Top 15 Apparel Exporters: 1995, 2000, 2005, 2007, and 2008 

[Top 15 by Year; Values in $US Billions; in US Dollars at Current Prices] 

1995 2000 2005 2007 2008 Country/ Region 
Value % Value % Value % Value Value % 

World 158.4  197.7  277.1  345.8 361.9  
China                                                                                                                                                                                                                      24.0 15.2 36.1 18.2 74.2 26.8 115.2 120.0 33.2 
EU-27 (c)                                                                                                                                                                                                                     48.5 30.6 56.2 28.4 85.5 30.8 105.1 112.4 31.1 
Turkey                                                                                                                                                                                                                                           6.1 3.9 6.5 3.3 11.8 4.3 13.9 13.6 3.8 
Bangladesh (b)                                                                                                                                                                                                                                    --  5.1 2.6 6.9 2.5 8.9 10.9 3.0 
India                                                                                                                                                                                                                                            4.1 2.6 6.0 3.0 8.6 3.1 9.8 10.9 3.0 
Vietnam (b)                                                                                                                                                                                                                                      --  --  4.7 1.7 7.4 9.0 2.5 
Indonesia                                                                                                                                                                                                                                        3.4 2.1 4.7 2.4 5.0 1.8 5.9 6.3 1.7 
Mexico (a)                                                                                                                                                                                                                                        2.7 1.7 8.6 4.4 7.3 2.6 5.1 4.9 1.4 
United States                                                                                                                                                                                                                                    6.7 4.2 8.6 4.4 5.0 1.8 4.3 4.4 1.2 
Thailand                                                                                                                                                                                                                                         5.0 3.2 3.8 1.9 4.1 1.5 4.1 4.2 1.2 
Pakistan                                                                                                                                                                                                                                         --  --  3.6 1.3 3.8 3.9 1.1 
Tunisia                                                                                                                                                                                                                                          2.3 1.5 --  3.1 1.1 3.6 3.8 1.0 
Cambodia (b)                                                                                                                                                                                                                                     --  --  --  3.5 3.6 1.0 
Malaysia                                                                                                                                                                                                                          2.3 1.4 --  --  -- 3.6 1.0 
Sri Lanka (b) --  2.8 1.4 2.9 1.0 -- 3.5 1.0 
Hong Kong (d) 9.5 6.0 9.9 5.0 7.2 2.6 5.0 -- -- 
Morocco                                                                                                                                                                                                                              --  --  2.8 1.0 3.5 -- -- 
Korea, Republic of 5.0 3.1 5.0 2.5 --  -- -- -- 
Taipei, Chinese 3.2 2.0 3.0 1.5 --  -- -- -- 
Dominican Republic --  2.6 1.3 --  -- -- -- 
Philippines 2.4 1.5 2.5 1.3 --  -- -- -- 
Poland 2.3 1.5 --  --  -- -- -- 
Top 15 Total and % Share of World Exports 
 127.5 80.5 161.5 81.7 232.6 83.9 299.1 315.0 87.0 

Source: (WTO, 2010); Apparel exports represented by SITC 84 
(a) Includes significant shipments through processing zones; (b) Some years include estimates; (c) EU values 
include intra-EU trade; values only represent EU-15 in 1995; (d) Domestic exports only. 
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Internal: Home Furnishings: Structure, Linkages and Competition 

 Table 42 outlines the sectors and product within the home furnishings industry. 

Table 42: Home Furnishings Product and Sector Composition  

Sector Products Sector Growth 
Carpets and Floor Coverings Area Rugs (man-made and machine-made)  

Accent Rugs and Washable Rugs 
Slowest growth 

Home Textiles: Bedroom, 
Bathroom, and Kitchen 

Bagged Bed Ensembles 
Sheets and Comforters (down and non-down) 
Mattress Pads and Bed pillows 
Curtains, Drapes and Hard Window Coverings 
Shower Curtains 
Bath Towels and Accessories 
Kitchen Towels and Table Linens 

Growth has slowed 
in recent years 

Furniture and Mattresses:  
Textile Components in Final 
Products 

Case Goods 
Upholstered Furniture 
Mattresses 
Ready-to-Assemble 
Lighting Fixtures and Portable Lamps 
Framed Mirrors, Framed Art, and Wall Décor  

Fast growing sub-
sector 

Sector and Growth Source: (Euromonitor, 2007b); Products Source: (HFN, 2008b) 

Structure and Competition: U.S. Home Furnishings Statistics and Leading Manufacturers 

 Table 43 shows the quantity of and value of U.S. home furnishings production, imports, and exports.  

U.S. production of finished towels can be broken into three categories. The first is hand, face, guest and 

fingertip towels representing 2,541 thousand dozens bath towels. Next is bath towels representing 1,747 

thousand dozens, and the remaining 675 dozens were of other towel types.  The 2008 production figures were 

significantly down from the 2007 figures. Annual production for sheets and pillow cases total 3,615 dozens and 

finished towels amounted to 8,059 thousands of dozens (U.S. Census Bureau, 2009e). 

Table 43: U.S. Imports, Exports and Consumption of Sheets, Pillowcases, and Towels: 2008 

[Quantity in thousands of dozens] 

Product  U.S.  
Prod. 

 Imports for 
Consumption (1) 

Exports of 
Domestic 

Merchandise (3) 

 Imports to 
US 

Production  

Exports to 
US 

Production  

Apparent 
Consumption 

(4) 

Imports to 
Apparent 

Consumption 
  Qty Qty Value (2) Qty Value Qty Qty Qty Qty 

Sheets and 
pillowcases 

1,598 52,880 $2,123,896 501 $40,374 3309.2% 31.3% 53,978 98.0% 

Finished 
towels 

4,963 152,644 $1,747,248 663 $31,624 3075.6% 13.4% 156,945 97.3% 

(1): Source: Census Bureau report IM 145, U.S. Imports for Consumption; (2): Dollar value represents the 
c.i.f. (cost, insurance, and freight) value at the first port of entry into the United States plus U.S. import 
duties; (3): Source:  Census Bureau report EM 545, U.S. Exports; (4): Apparent consumption is equal to 
domestic production plus imports minus exports. 

Source: (U.S. Census Bureau, 2009e) 
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 Table 44 and Table 45 outline leading domestic home furnishings manufactures and suppliers. 

Table 44: Freedonia: Leading U.S. Bed and Bath and Wall Coverings Firms 

Industry Firm Importance and Market Share (2008) 
 

Bed and Bath Furnishings Firms  
Springs Global US, Inc. (Global HQ: Brazil) Leading: 24.4% 
WestPoint Home Inc. (Global HQ: Icahn: NY) Leading 
Welspun USA Inc (Global HQ: India) Leading 
Croscill Important Firm: 1.0% 
Divatex Home Fashion Important Firm 
CHCL (Global HQ: India) Important Firm 
Hollander Home Fashions Important Firm: 1.7% 
Pacific Coast Feather Important Firm 
Royale Linens (Global HQ: Yunus, Pakistan) Important Firm 
Sleep Innovations Important Firm 
1888 Mills Important Firm 
Berkshire Blanket  Successful Smaller Firm 
Downlite Successful Smaller Firm 
Franco Manufacturing Successful Smaller Firm 
 

Wall Covering Firms: Curtains, Drapes, and Blinds  
Hunter Douglas Inc. (Global HQ: Netherlands) Leading 
Newell Window Furnishings (Levolor/Kirsch Subsidiary) Leading 
CHF Industries Inc Leading 

Source: (Freedonia, 2008c) Products included: bedspreads, blankets and comforters; sheets and pillowcases; 
towels and washcloths; bed pillows; Market share is only for the U.S. Curtain and Linen Mills Market 
(IBISWorld, 2009c). Wall coverings: Source: (Freedonia, 2007f) 

Table 45: Home Textiles Today (HTT): Top 15 Supplier Giants: 2008 and 2007 

2008 Rank 2007 Rank Company 
1 1 Springs Global 
2 3 Mohawk Home 
3 2 WestPoint Home (WestPoint International) 
4 5 Welspun USA 
5 6 Sleep Innovations 
6 4 Pacific Coast Feather 
7 8 Shaw Living 
8 9 Maples Rugs 
9 7 Hollander Home Fashions 

10 10 Franco Manufacturing 
11 N/A Carpenter Company 
12 12 CHF Industries 
13 13 Divatex 
14 14 Louisville Bedding 
15 11 Croscill 

Source: (“HTT top 15”, 2009)  
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Linkages: Suppliers and Buyers: End Markets 

 Table 46 lists the 22 textile component products that feed into home furnishings applications. Similar 

to apparel, these are potential areas to upgrade or diversify textile firms’ offerings. For home furnishings 

producers, these are potential suppliers. 

Table 46: DRA: Technical Home Furnishings Products (22 Products) 

Products Included Material Description 
Woven carpet backing: 
primary 

Broadwoven Woven fabric as a primary backing for tufted carpets 
(excl. ground yarns for woven carpet) 

Woven carpet backing: 
secondary 

Broadwoven Woven fabric as a secondary backing for tufted carpets 
(excl. ground yarns for woven carpets) 

Nonwoven carpet 
backings: primary 

Nonwoven Nonwoven used as a primary backing for carpets, 
underlay and backing to carpet tiles 

Nonwoven carpet 
backings: secondary 

Nonwoven Nonwoven used as a secondary backing for carpets, 
underlay and backing to carpet tiles 

Carpet ground yarns Non-braid, Yarn-type  
Spring Insulators Nonwoven Flat fabrics (decking) used to cover springs in beds or 

upholstery 
Fiberfill and wadding Un-spun Pillow, cushion, duvet filling; wadding used in 

upholstered furniture and mattresses 
Furniture Webbing Narrow woven Strapping used to support seating in upholstered 

furniture, etc 
Curtain tapes Narrow woven Header tapes for drapes and nets 
Platform cloths Broadwoven Fabrics used as a base for cushions on upholstered 

furniture 
Dust cloths Nonwoven, 

Broadwoven 
Fabrics attached to base of furniture 

Other furniture 
components 

Nonwoven, 
Broadwoven 

Skirt linings and fabrics for use in upholstered 
furniture, bedding etc, not elsewhere specified 

Sewing Threads Non-braid, Yarn-type  
Woven and knit wipes Broadwoven, Weft-

Knit 
Cleaning wipes for domestic applications in woven, or 
knit form 

Nonwoven wipes Nonwoven Cleaning wipes for domestic applications in nonwoven 
form including floor mops, etc 

Nonwoven vacuum filters Nonwoven Filter media: home and industrial vacuum cleaners 
HVAC filters Nonwoven Heating, ventilation and air conditioning filters for 

domestic and industrial use 
Mattress ticking Nonwoven, 

Broadwoven 
Outer fabrics for wrapping mattresses 

Mattress components Nonwoven Flanging and quilt backing for mattresses 
Mattress spring wrap Nonwoven, 

Broadwoven 
Fabrics used to wrap springs in sprung beds 

Pillow ticking Nonwoven, 
Broadwoven 

Ticking for filled products (pillows, duvets, cushions) 

Composites Un-spun Fiber-reinforced plastic materials for household use 
(consumer appliances, white goods) 

Source: (David Rigby Associates, 2002) 
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 Table 47 lists the market distribution channels for all types of home furnishings products. See 

Appendix: U.S. Home Furnishings Retail Distribution Channels for tables listing the distribution channels most 

common to each sector within the home furnishings market. Market channels represent ways to diversify buyers 

for home furnishings firms and their textile suppliers. 

Table 47: Home Furnishings: Distribution Format by Sales: 2001-2006 (EM) 

Distribution Format % Retail value (RSP): 2006 
Furniture and Furnishings stores 56.5 
Mixed retailers 30.4 
DIY and hardware stores 4.5 
Home shopping 3.2 
Internet retailing 1.4 
Grocery retailers 0.2 
Direct Selling 0 
Others 3.8 

Source: (Euromonitor, 2007b) 

Competition and Linkages: Geographic 

 Table 48 shows the leading sources of home furnishings to buyers in the U.S. market. These are 

potential competitions and potential buyers of textile goods going into home furnishings products. 

Table 48: U.S. Imports for Consumption: Home Textiles: 31412: Curtains and Linens: 2007, 2008 

Country Value (2007) Value (2008) % Total: 2008  % Change: 2007-08 
China 4,642,045,358 4,529,340,147 51.3% -2.40% 
Pakistan 1,320,772,955 1,319,130,818 15.0% -0.10% 
India 1,166,131,474 1,216,695,401 13.8% 4.30% 
Mexico 390,316,929 346,220,255 3.9% -11.30% 
Turkey 298,534,014 240,336,945 2.7% -19.50% 
Brazil 185,442,032 154,183,486 1.7% -16.90% 
Portugal 156,112,567 125,672,062 1.4% -19.50% 
Thailand 93,715,481 108,421,020 1.2% 15.70% 
Taiwan 103,504,121 94,229,731 1.1% -9.00% 
Italy 99,412,878 89,624,041 1.0% -9.80% 
World Total 9,132,719,396 8,823,358,594 93.2% -3.40% 

Source: (USITC): Annual Data, Customs Value in Actual Dollars  

Internal: North Carolina: Structure, Linkages and Competition 

North Carolina Textile Industry Overview 

North Carolina has a long history in the textile industry and even throughout the restructuring of the 

global textile complex; it has continued to play a significant role in the industry. For a historical perspective of 

the growth of the North Carolina textile industry, see Table 49. North Carolina is recognized as the headquarters 

for several major global textile marketing and manufacturing companies, as well as a leader in university and 
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industry research and development (Frederick, et. al., 2007a).  Historically, North Carolina has consistently led 

the other 50 United States in textile production. In 2006, ranked #1 among all 50 U.S. states in the number of 

textile, yarn and nonwoven facilities (DeMarchi, et. al., 2007; Frederick, 2006; Frederick, et. al., 2007a). 

A recent study (2006) by North Carolina State University’s College of Textiles identified 1,400 

establishments, employing 111,864 people with sales in excess of $35 billion (estimate due to large number of 

private firms). Furthermore, 15% of the companies participated in at least one trade show, 26% belong to at 

least one trade association, and 65% of the locations had an active website (Frederick, et. al., 2007a). 

Another recent study of the NC textile value chain13 was conducted to provide an overview of 

internationalization, geography of global suppliers, role of institutions, and use of technology. Key findings 

indicated that overall, the size of the companies are small; most of them had fewer than 55 employees per 

location, while most had more than one location in the U.S. Several of the companies had a product innovation 

in the last three years (2005-2007) in some form of technical design, and one-third of the companies have 

registered patents. Furthermore, U.S. universities and community colleges were found to be “very important” to 

NC textile companies (DeMarchi et al., 2007).  

Table 49: North Carolina Textile Industry Development Timeline: 1810-2000 

Year Event 
1810 NC families produced $3 million in domestic cloth; southern states produced more than imported 
1813-
1825 

First cotton textile mill located in Lincoln county on the Catawba River. Schenck contracted with two 
ironworkers, Warlick and Beam. It had a few cards and spindles for yarn to sell to local farmers to 
make hand-woven cloth. In 1825, first textile mill, a 1200 spindle yarn mill, opened near Fayetteville 
by a local merchant, George McNeil. Joel Battle, a planter/merchant in Edgecombe County, spurred 
textile development by creating an excellent power source at the Tar River near Rocky Mount (1818). 

1832-
1837 

First textile mill in Alamance County; Snow Camp Woolen Mill; first cotton mill in Alamance 
County, High Falls Mill. Today part of Copland Fabrics. Alamance Factory was the first mill in the 
South to produce colored cotton plaid fabrics; became famous for making Alamance Plaids. 

1835-
1870 

Factories converted to steam power run by coal to provide a steadier, inexpensive source of power for 
machinery. 

1840 NC had 25 textile mills; contained fewer than 50,000 spindles, about 700 looms and employed 1,200 
people. In comparison, Lowell, MA had 31 mills, 228,858 spindles, and 6,304 looms by 1845. 

1850s Young girls and boys dominated textile mills. Men were supervisors or machinists. Girls worked 12 
hours/day, 5 days a week and 9 hours on Saturdays for a wage between $0.12-0.37 a day. 

1860 Census enumerated 5 textile mills in NC that also operated smaller processing units. Up until this time 
(prior to the Civil War) most NC’s mills just produced cotton yarn. 

1884 NC had 75 cotton mills with 80% of the 35 mills built after the Civil War had been established after 
1880, a growth rate comparable to the industry’s formative period between 1845 and 1855. 

                                                         
13 The focus of the paper was to identify business characteristics in order to better understand how to compete 
with global players. The survey was broken into six sections and 75 questions: company data, supplier relations, 
commercial area, innovation and intellectual property, technological equipment, and investments in 
technologies. Population of NC locations: 1,256 NC; stratified random sample with 250 companies with 69 
responses (27.6%). 
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Table 49 continued 

1885-
1915 

1885: only 10,000 workers; less than 10% of the NC work force in textiles. NC textile mills (cotton, 
woolen, knitting) grew from 60 to 318 with an increase in capacity from 200,000 spindles; 2,500 
looms (1885) to 3.88 million spindles; 67,288 looms (1915). First hosiery mill, Alamance (1896). Mill 
hands worked six, 11-hour days. Men earned $1-2/day; women $0.5-1; children $0.4 (1889). 

1890 NC had 91 mills in operation. Only 6.7% of NC’s workers were employed in manufacturing. 
Alamance country was the leading NC cotton-manufacturing center in terms of looms and spindles. 

1900 Typical wage for a family of five with a father and four children ages 14-21 working was $17-$21 per 
week in a prosperous mill, or not more than $1,000 per year.  

1905 Worker hours: 6 days, 10.5 hours/day. Men earned $0.75-$2.75/day, women $0.60 -$1; children $0.40. 
1914 NC had 293 mills; value of all textile production: $90.7 million. NC ranked 4th in U.S. in hosiery 

production, with 74 plants in operation, 8,000 workers, and annual product valued at $9 million. 
1914-
1930 

Many northern cotton mills closed and moved south. Cotton mills employed thousands of Southern 
farmers and their families. 

1915 Over 51,000 worked in textiles and the size of the individual mills grew. An average mill in 1885 
contained between 3-4,000 spindles; in 1915 it was closer to 10,000 spindles per mill. NC mills were 
still smaller than in other southern states (GA and SC) where mills contained twice as many spindles. 

1920 Survey indicated that 59% of all mill workers had moved 3 or more times in the previous 10 years. 
1921 NC had 343 mills (impact of WWI); value of all textile production $190.9 million; number of workers 

increased by 25% since 1914. 
1923-
1924 

Burlington Industries began under Spencer Love, taking a chance on the new fiber, rayon, and 
producing rayon fabrics. NC overtook Massachusetts as the leading U.S. textile-producing state in the 
value of its product. Workers worked 55 hour weeks, men $2.10-$6.60 day, and women $2.10-2.38. 

1925-
1927 

Southern manufacturers overtook their rivals in New England in the number of active spindles and 
value added by manufacture (1925) and total number of spindles, wages and number of looms (1927). 

1950 Burlington was the “hosiery center” of the South. There were 54 hosiery manufacturers in Alamance 
County; almost everyone worked in a textile or hosiery mill between 1920-50. 

1970 Burlington Industries world’s largest textile-manufacturing corporation 
1975 NC had 1,004 firms; 93 were multi-plant firms; 23 corporations controlled 204 operations. 
1992 NC textile and apparel production reached a peak representing 16% and 4% of total manufacturing 

production respectively. U.S. textile production was only 2% of total U.S. manufacturing. 
2000 NC had 802 firms; 126 multi-plant firms; the top 27 corporations controlled 166 operations and 29% 

of operations in 1975 were still active under same management. 
Compiled from (Bynum, 1928; Conway, Connolly, Field, & Longman, 2003; Glass, 1992; Textile Heritage 
Museum, 2004) 

North Carolina Firm Statistics: Present: 1990-2008 

 The following three figures show the shifts in the number of North Carolina textile mills, textile 

product mills and apparel manufacturing locations, employment, and annual wages (NCESC, 2008). See the 

Appendix: North Carolina Textile Complex Statistics for data tables for the following figures and shifts in the 

percentage of textile and apparel employment to total North Carolina manufacturing employment. 
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Figure 32: North Carolina Textile and Apparel Locations: 1990-2008 

Source: (NCESC, 2008) 

 

Figure 33: North Carolina Textile and Apparel Average Wage per Employee: 1990-2008  

Source: (NCESC, 2008) 
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Figure 34: North Carolina Textile and Apparel Employment: 1990-2008 

Source: (NCESC, 2008) 

North Carolina Firm Entry, Exist and Expansion of Textile-Related Firms 

 Tables 50-52 show the changes in the number of locations of textile plants in North Carolina and North 

Carolina compared to other states. 

Table 50: North Carolina Textile Plants (Excludes Apparel): Firm Entry and Exit, 1975-2005  

 1975 1980 1985 1990 1995 2000 2005 
Textile Plants at Start of the Year 1,271 1,100 1,027 1,221 1,157 1,042 686 
Unchanged in Five Year Period NA 901 832 803 892 741 532 
Closed in Previous Five Years NA 371 268 224 329 416 510 
Opened in Previous Five Years NA 199 195 418 265 301 154 
Net Change NA -172 -73 194 -64 -115 -356 
Percent Exiting NA 29% 24% 22% 27% 36% 49% 
Percent Entering NA 16% 18% 41% 22% 26% 15% 

Source: (Extreme makeover, 2009) from Davison’s Textile Blue Books for 1975, 1980, 1985, 1990, 1995, 2000, 
and 2005. 
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Table 51: United States Textile Plant Closings by State: 1997-2009 

Name 97 98 99 00 01 02 03 04 05 06 07 08 09 Total 
U.S. 21 34 42 38 124 48 82 42 50 72 27 32 33 630 
NC 6 9 16 14 35 19 33 11 16 37 10 13 9 223 
SC 6 4 5 9 29 7 16 6 17 4 6 7 3 117 
GA 0 7 5 6 17 2 5 6 5 6 4 3 6 69 
VA 1 2 3 1 4 3 2 3 3 2 0 2 1 27 
AL 1 0 0 0 7 1 5 1 2 14 5 5 3 43 
Other 7 12 13 8 32 16 21 15 7 9 2 2 11 151 

Source: various media and company reports from (National Council of Textile Organizations (NCTO), 2008) 

Table 52: North Carolina New Textile Investments: 2003-2009 (August)  

Year Total New Expand Jobs Investment Sq. Feet 
2003 49 23 26 1,426 $551,767,663 2,051,774 
2004 37 18 19 1,897 $275,995,000 1,935,670 
2005 40 9 31 2,909 $521,767,549 1,570,709 

Total 126 50 76 6,232 $1,349,530,212 5,558,153 
2006 36 10 26 2,005 $211,191,125 2,232,676 
2007 25 9 16 1,955 $196,830,000 1,602,146 
2008 30 10 20 1,554 $462,504,927 1,537,335 
2009 9 3 6 480 $43,980,000 22,828,500 

Total 100 32 68 5,994 $914,506,052 28,200,657 
Totals 226 82 144 12,226 $2,264,036,264 33,758,810 

Source: compiled (North Carolina CIR 2003-2009 (2nd Quarter)) 
 

North Carolina Textile Firms by Value Chain Position: Present Analysis 

 Table 53 and Figure 35 show current statistics for NC locations, employees, sales, and locations types 

for each sector using the textile value chain visual model. 

Table 53: North Carolina Sectors, Employment, Sales, and Location Types: 2008 

NAICS Description Total % Total

Sales >/= 

$1 million

Total 

Employees HQ

Single 

Location Branch

Total 3131 Yarn & Thread 152 8.2% 109 17,562 20 69 63

Total 3132 Fabric 325 17.4% 164 24,778 51 222 52

Total 3133 Finishing 137 7.3% 58 5,620 9 108 20

Total 3141 Home Products 158 8.5% 47 6,006 15 123 20

Total 3149 Industrial Products 555 29.8% 87 8,552 20 511 24

Total 3151 Hosiery & Socks 230 12.3% 124 20,994 27 157 46

Total 3152 Cut & Sew 233 12.5% 80 11,686 36 170 27

Total 3159 Accessories 74 4.0% 19 1,249 6 60 8

Total 1864 688 96,447 184 1420 260
% Total or 

Average 36.9% 52 9.9% 76.2% 13.9%  
Source: (D&B Selectory, 2008) firms out of business removed up until May 29, 2009. 
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Figure 35: NC Population of Establishments by Supply Chain: 2008 

Data Source: (D&B Selectory, 2008); Created by Author, Frederick, S. 

See the Appendix: North Carolina Textile Complex Statistics for additional figures displaying headquarters and 

single locations. 
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North Carolina Linkages 

 In 2008, a study was conducted on North Carolina performance textiles. Results found that North 

Carolina has 517 companies with 60,000 employees generating approximately $18 billion in annual sales. Of 

the firms, 11% are public and 89% are privately held. All end-use markets are represented and 148 firms 

compete in multiple end-use markets. At least one firm is present in 76 of North Carolina’s 100 counties. 

Geographically, the heaviest concentrations are in the Charlotte, Triad, Hickory and Triangle clusters (Cassill, 

Little, Godfrey, & Nelson, 2007). See Figure 36 for the number of firms in each end-use market and the end-use 

markets rank based on the number of firms.  

 

Figure 36: North Carolina Locations and Ranking by Technical Textile Markets: 2008 

Data Source: (Cassill et al., 2007); Image: Author; Frederick, S. 
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North Carolina Compared to Other States: Competition 

 Figure 37 shows how North Carolina ranks against the other states in each supply chain category 

identified by corresponding NAICS codes.  

 

Figure 37: NC’s U.S. State Ranking by Supply Chain Position: Value of Shipments: 2002 

Source: (U.S. Census Bureau, 2009c); Visual: Author; Frederick, S. 

 

 In South Carolina (2005) a cluster study was conducted and recommendations were provided to SC, as 

a governing body, on how to improve the competitive environment for the textile cluster. These included: 

facilitation of contact with stable U.S.-based textiles buyers, support of companies focused on developing new 

and innovative products, and increasing collaboration within the cluster to enhance cross-industry leaning and 

joint development of new market opportunities (Porter, 2005). 
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Table 54: South Carolina Textile Cluster: Diamond Framework 

 Strengths Weaknesses 
Low cost of doing businesses: wages, taxes, 
rents, utilities 

Relatively few advanced degree holders: 
scientists and engineers 

Ample supply of skilled workers Relatively weak K-12 and advanced 
education systems 

High quality of life along some dimensions Limited air access: few direct flights 
Good transportation infrastructure  
Responsive, high quality technical colleges  
Significant textile management expertise  

Factor 
Conditions 

Strong specialized research centers in 
neighboring states 

 

Sophisticated buyers with special needs 
Frequent interaction with customers 

Lack of local and national customers of 
key segments 

Demand 
Conditions 

Non-apparel customers regional presence  
Appropriate regulations for the cluster Perception of few local competitors 
 Limited research collaboration among 

firms 

Strategy and 
Rivalry 

 Difficult environment for start-ups 
Presence of high-quality, specialized suppliers Lack of local machinery manufacturers 
Frequent interaction with suppliers  

Related and 
Supporting 
Industries Strong presence of related cluster (e.g., 

chemicals) in the region 
 

Source: (Porter, 2005) 
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External: Supporting Environment: Present 

 Table 55 outlines members of the supporting environment based on geographic scope and focus. 

Table 55: Scope of the Supporting Business Environment 

 Business Environment Scope 
Geographic 

Scope 
Industry-specific Economy-wide 

Local: 
State or U.S. 
Region 
 

Hosiery Technology Center 
Textile Technology Center 

NC Military Business Center 
NC Department of Commerce: International 

Trade Division 

Utility Providers 
NC Department of Commerce: Business 

Developers 
NC Partnerships (7) 
NC Ports Authority  

National American Apparel and Footwear 
Association (AAFA)  

National Council of Textile Organizations 
(NCTO) 

National Textile Association (NTA) 
OTEXA 

U.S. Customs and Border Protection 
U.S. Commercial Service  

Consumer Product Safety Commission 
Food and Drug Administration 

International: 
Regional14-
Global 

ASTM Textile Committee 
AATCC 

Industrial Fabric Association International 
(IFA)  
INDA 

NCSU: College of Textiles 

International Labor Organization (ILO) 
US-AID 

World Bank 
World Trade Organization (WTO) 

OECD 

Source: Author; Frederick, S. 

                                                         
14 Multi-country trade bloc 
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International Organizations and Institutions Related to Textiles and Apparel 

 Figure 38 outlines the international level supporting business environment organizations and some of 

the institutions they control. 

 

 

Figure 38: International Textile and Apparel Organizations (NGOs) 

Information compiled from various industry sources; developed by author; Frederick, S. 
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U.S. Government: Organizations related to Textiles and Apparel 

 Figure 39 outlines the national level supporting business environment organizations and some of the 

institutions they control.  

 

 

Figure 39: U.S. (National) Government Textile and Apparel Organizations 

Information compiled from various industry sources; developed by author Frederick, S. 

Apparel and Home Furnishings-Specific Supporting Environment 

 There are 24 organizations serving the apparel market and 22 organizations that have a market focus 

that includes the home furnishings market. These are primarily trade and professional organizations with a 

select number in each focusing on education, testing and training, standards, or business services. Other 

categories tend to focus on economy-wide issues. See the Appendix, Table 126, for a list of these organizations. 

North Carolina-Specific Supporting Environment  

 The following are the key members of the North Carolina textile-specific supporting environment: 

Textile Technology Center, HTC, Military Business Center, College of Textiles, NCRC, ITT, Tex-Ed, IES, 
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Cotton Inc, AATCC, INDA, SYFA, STA, NCTO, and industry-specific international trade developers. See 

(Frederick, 2009) for more detailed information. 

 The following North Carolina Government Services and provided by the NC Department of 

Commerce to firms. The following resources and programs exist to assist firms within North Carolina. 

• Job Development Investment Grants (JDIG) (Commerce Finance Center (CFC)): companies can 

receive grant awards for job development and training.  

• One NC Fund (CFC): total awards of $1.6 million to 16 textile and apparel companies from 1994-

2006 representing $356.1 million in actual investments and 1,775 jobs (CFC, 2006). 

• Community Block Development Grants (CFC): issued to towns or cities with firms receiving 

assistance. From 1998-2006 there were 18 awards to communities based on textile/apparel companies.  

• Incumbent Worker Training Grants: part of the Workforce Development Initiative that began in 

2003. The program uses federal funds to help established employers needing to upgrade worker skills 

to maintain or increase their competitiveness in the global economy.  

Key Website Resources 

 Two valuable web-based resources currently exist on the North Carolina textile complex. Each 

provides information on the textile complex using a value chain framework. The first, NC in the Global 

Economy, was created and is maintained by Duke University. This resource provides an overview of seven NC 

industries, including textiles and apparel. Each industry is presented with a similar layout; each includes an 

overview of the industry, labor market and trade information, policies, and trends (CGGC, 2008; Gereffi, 

Denniston, & Hensen, 2007). 

 A second website, NC Textile Connect, was created and is maintained by North Carolina State 

University’s College of Textiles. This website serves as an information warehouse designed to connect global 

textile event, product, market, and company information from government, industry, and academic sources to 

the North Carolina textile complex. NC Textile Connect contains a directory of all the members of the state’s 

textile complex, searchable by value chain functions. Any textile complex company in the state can create or 

update a profile on NC Textile Connect free of charge. This increases both the company’s visibility and 

connects the company to the broader textile community (Frederick, 2007; Frederick, 2008; Frederick, 2009).  

NC Textile Connect is part of a family of websites under the Textile Connect umbrella. The Textile Connect 

websites are information management systems designed to bring together diverse resources, put them in one 

location, and supply the vital information in a comprehensive, user-friendly format, thus saving companies, 

government officials, and academics from repeating the same arduous searches time and again (Frederick & 

Cassill, 2009).  
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Location-Industry Analysis: NC Strengths and Weaknesses: Secondary 

 Table 56 below summarizes the strengths and weakness of North Carolina as a location for textile 

complex firms. This includes internal factors related to firms and the value chain, industry factors related to 

products and markets, and external factors related to the supporting environment and relationships. 

Table 56: NC: Strengths and Weaknesses: Internal, Industry, and External Factors 

Internal: Firm and Value Chain Strengths Internal: Firm and Value Chain Weaknesses 
• Increase in wages (NCESC, 2008) 
• Several new or expanding firms (NC CIR, 

2003-09) 
• Proximity and presence of textile input 

suppliers: fiber, chemicals and machinery. 
• Available workforce and industry knowledge 

of textile components and processes: yarn, 
fabric and finishing. 

 
 

• Decline in Employment and Firms (NCESC, 2008) 
• Wholesale/Distribution: (Apparel and Home) (D&B 

Selectory, 2008; U.S. Census Bureau, 2009c) 
• Buyers: (Retail, Contract, and Industrial): (D&B 

Selectory, 2008; U.S. Census Bureau, 2009c) 
• Absence of lead firms and full package offerings: 

operating as nodes 
• Network Coordinators: North Carolina, United States, 

and Regional 
• Firm strategy: too much focus on protecting the industry 

rather than improving products and business models 
• Supply chain ‘silos’ 

Industry: Product and Market Strengths Industry: Product and Market Weaknesses 
• Textile Components: Yarn and Fabric (D&B 

Selectory, 2008; U.S. Census Bureau, 2009c) 
• Final Products: Hosiery and Knitted Apparel; 

Other Home Furnishings (D&B Selectory, 
2008; U.S. Census Bureau, 2009c) 

• End-Use Markets: Industrial, Transportation, 
Protection, Home, Apparel, and Sports 
(Cassill et al., 2007) 

• Opportunities: North Carolina’s other 
industry strengths such as information 
technology, biotechnology, and growing 
interests in logistics and aerospace are all 
complementary to the textile industry and 
represent formidable opportunities for new 
product development (Goldstein, et. al., 
2007; 2008) 

• Final Product Manufacturers: Apparel Cut and Sew, 
Apparel Contractors; Curtain and Linen Mills  (D&B 
Selectory, 2008; U.S. Census Bureau, 2009c) 

• End-Use Markets: Growth areas for textiles are the 
least represented in North Carolina (Cassill et al., 2007; 
David Rigby Associates, 2002) 

• Lack of marketed information of NC firms focusing on 
key textile trends: organic, eco-friendly, 
nanotechnology, functional textiles, environmental 
focus (International Newsletters Ltd., 2008; Technopak, 
2007; Wilson, 2008) 

 

External Strengths External Weaknesses 
• More headquarters of supporting 

environment than any other state 
• NC State University’s strengths in 

agriculture, engineering and life sciences 
create an opportunity for research 
collaboration.  

• Not well marketed to local industry  
• Not connected to buyers 
• Lack of infrastructure to build collaborative efforts  
• Resource to assist the supply chain of small firms and 

volumes undeveloped  
• Lack of services catering to new demographics: 

specialized, smaller firms; challenging because it is 
more to keep track of 

• Lack of resources to improve understanding of 
environmental applications (geotextiles, agricultural) 
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 Since the early 1900s, North Carolina has been one of the leading states for U.S. textile industry 

production. However, as advances in technology have facilitated international logistics and transportation and 

lead firms continue to focus on the most profitable value-adding activities while sourcing products at the lowest 

costs, the textile industry has begun to shift overseas. While this has been an obstacle for many North Carolina 

textile firms, several have responded to this challenge by transforming their firm to meet the demands of the 

constantly evolving market. The following examples illustrate how several leading Carolina firms, from 

different stages in the supply chain, have engaged in industrial upgrading to remain leaders in the textile 

industry today. These examples also illustrate how the value chain research process can be applied at the firm 

level for the different types of upgrading. 

• Patrick Yarns: Product and Process Upgrading: investment in machinery and flexibility 

• Asheboro Elastics: Process Upgrading: efficiency and lean manufacturing 

• Unifi: Product Upgrading: Marketing; Unique and Better Product (REPREVE) 

• Glen Raven: Channel Upgrading: New Markets, Similar Product 

• Tuscarora Yarns and CloverTex: Chain Upgrading: Acquisition 

• Hanesbrands: Chain Upgrading: Divesture 

• TS Designs: Cotton of the Carolinas: Dirt to Shirt: Functional Upgrading and Inter-Firm Process and 

Product Upgrading: coordinating a chain to create full package supply chain; creates a more seamless 

process and is based on a sustainable product concept 

 See Appendix: Examples of Firm Upgrading for five case study examples of upgrading using the value 

chain framework. 

 The following provides examples of best practice in relationships and collaborations between 

organizations and firms. 

• Professional organization: Networking: American Apparel Producers Network (AAPN) 

• Academia and Industry Collaboration: Nonwovens Institute and NCRC  

• Government, Industry, Academia: NC Biotechnology Center; Context (French Organization) and 

European Research Framework 

• Industry and Private Sector: SC and US Council on Competitiveness (conceptually) 

• Industry and Market Focus Expansion: Hosiery Technology Center to Manufacturing Solutions Center 

• Marketing, Business Development, Information and Communication: 

o Trade Show: MEGATEX and Country pavilions (Subsidies; Europe and China) 

o Got to be NC Festival (more textile representation, or similar concept) 

o Website and Marketing Development: Legsource 

Step #2: Strategic Analysis: Phase IIIA: Secondary Results 

Industry: Industrial Organization and Upgrading: Past 



 

 

 163 

Structure Changes: Shifts in Geography and Production Network Configurations 

 The global textile complex has undergone several production migrations since the 1950s and has 

undergone major transformations in network configurations over the last 30 years (Gereffi, 1997; Bair, 2006). 

Table 57: Evolution of Apparel Production Network Configurations and Locations 

Decade Nature Governance Geographic Supply Shifts 
1950- 
1960s 

Firms make purchases 
based on price and 
availability 

Market, arm’s 
length 
transactions 

Supply shift #1: from U.S. and Western Europe to 
Japan: domestic production displaced by a sharp 
rise in imports. 

1960s-
1970s 

Vertically integrated 
national firms and 
industries 

Hierarchy Supply shift #2: from Japan to the Big Three 
(South Korea, Taiwan, Hong Kong). In 1975, 12% 
of apparel sold by U.S. retailers was imported. 

1970s Global, geographic 
dispersion of 
manufacturing through 
offshoring (FDI): Rise of 
powerful MNCs  

Hierarchy 
(offshore): 
Producer-driven 
chains emerge 

Supply shift #3: by the Big Three to Southeast 
Asia: T&C producers relocated production to 
Malaysia, Thailand, Indonesia (1970s) and later 
Sri Lanka (1980s) to take advantage of lower 
wages. 

1980s Geographic and 
organizational 
(outsourcing) 
fragmentation; growth of 
export processing zones 
(EPZ) 

Captive; 
Production 
networks and 
Buyer-driven 
chains emerge 

Supply shift #4: by the Big Three to China: 
China’s economy opened in 1979 and most 
movement directed there. In 1984, 24% of apparel 
sold by U.S. retailers imported (doubled during 
decade). 

1980s-
1990s 

New consolidation of 
global suppliers; rise of 
turn-key/full package 
production and Chinese 
manufacturing 

Modular—
Fixed  

Supply shift #5: U.S. regional production: 
Caribbean and Mexico: shift in standardized 
apparel (i.e., jeans, t-shirts, underwear) facilitated 
by outward processing production schemes and 
NAFTA (1994). South Asian export industry also 
emerged (India, Bangladesh, Pakistan). 

Mid 
1990s-
2000s 

A new consolidation of 
full package without 
production; network 
integrators (Li and Fung) 

Modular—
Flexible  

Supply shift #6: Big Three invest in new 
Southeast Asian suppliers (Vietnam, later 
Cambodia); shifts to these countries driven by the 
desire to divert quotas; cost advantages also helped 
determine locations. 

Late 
2000s 

Offshoring and global 
distribution of services, 
R&D, design, and 
innovation; rise of 
specialized firms 

Relational and 
Platform 
Leaders 

Supply shift #7: decline of regional suppliers, 
increase in China; end of quotas: China growing 
and Central America and Europe-Mediterranean 
continue to decline. EU buyers15 rely on regional 
suppliers more than U.S., but importance 
decreasing in both.  

Compiled from: (The clothing industry, 2009; Adhikari & Weeratunge, 2006; Gereffi, 1997; Gereffi, 2001; 
Gereffi & Memedovic, 2003; Gereffi & Sturgeon, 2008; Tewari, 2006; Thoburn, 2009) 
 
 Over the last 50 years, the roles of the manufacturer have changed drastically. As intangible aspects of 

production (i.e., marketing, brand development, design) have become increasingly important for the 

                                                         
15 A large percentage of production for the EU is conducted within the EU-27 member countries or with 
regional suppliers with which they have association agreements. 
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profitability and power of lead firms, “tangibles” (production and manufacturing) have become increasingly 

become ‘commodities’. This has lead to new divisions of labor and new hurdles to overcome if suppliers wish 

to enter new chains (Bair, 2005; Gereffi et al., 2001). The responsibilities of the apparel manufacturer (final 

product manufacturer) can fall into four categories:  

• CMT (Cut, Make, Trim): the apparel manufacturer is responsible for cutting, sewing, supplying trim, 

and/or shipping the ready-made garment. The buyer purchases the fabric and supplies it to the 

manufacturer along with detailed manufacturing specifications. Garment producers are not involved in 

design, only manufacturing and are only paid for the operations they carry out. The contract 

manufacturer has a variety of customers and does business on an order-by-order basis. 

• OEM-Package Contractor (Sourcing): apparel manufacturer is responsible for CMT activities, 

procuring the raw materials, and shipping the final product to the buyer at an agreed selling price (also 

referred to as FOB). The buyer does not get involved in the details of manufacturing. 

• Full Package-Services: the manufacturer is responsible for producing/sourcing the product as well as 

services such as product development, design, quality management, social responsibility, or marketing. 

Suppliers have a more holistic supply chain approach that allows a greater exchange of information 

between buyers and manufacturers. 

• Full-Package-Transnational: the manufacturer is responsible for production, sourcing, and/or 

services on a global basis. In an increasing number of cases, this type of manufacturer is a “supplier 

without factories.” These firms strive to provide whatever the customer needs from wherever the 

customer wants it and achieve this by setting up branches and forming relationships with 

manufacturers around the world while also developing expertise in all aspects of value chain. 

U.S. Production Networks: 1950s-1970s: Market or Vertical Relationships 

 Prior to the 1970s, the majority of textile and final product production still occurred within the United 

States, mainly comprised of family-owned, single operations, without a centralized buying and selling structure 

(Conway et al., 2003). Large firms had their design, production, and marketing functions under one roof, or at 

least within close proximity of each other. Firms with multiple plants located design and marketing at the head 

office, but manufacturing remained undivided with each product made, from start to finish, in one place 

(McCormick & Schmitz, 2001). 

 In some cases, the U.S. domestic industry was divided into two parts, a manufacturer and a contractor, 

forming the CMT model. The ‘manufacturer’ was responsible for pre-production tasks such as pattern and 

sample making, purchasing and cutting the fabric and trim, and marketing the goods (Birnbaum, 2009b). The 

manufacturer was responsible for the “C” in the CMT in the production process. The contractor’s role was 

limited to sewing and finishing the garment with no role in pre-production or post-production and only a 

truncated role in production. In the CMT, the contractor only did the M (maker) (Birnbaum, 2009b).  
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 Firms in the apparel industry were primarily linked through their sequential roles in the supply chain 

and the relationships between firms reflected arms-length transactions between near-equals. The organization of 

the industry was market-based: firms purchased their inputs from one set of firms and sold their outputs to 

others (Bair, 2006).  

Beyond 1970s: Two Different Network Configurations 

 Starting in the late 1970s, two modes of networks emerged: production models and sourcing models. 

In production models, the buyer is involved in the production process, either through ownership or supplying 

inputs to production. In the sourcing model, the buyer does not own or maintain involvement in production; he 

merely sources or purchases a product from the final manufacturer or an agent. Full-package sourcing networks 

are generally global and production networks tend to be regional or with countries that have a trade preference 

agreement. In the United States, regional manufacturers include Mexico, the Caribbean Basin, and more 

recently Africa.  In the European Union, regional suppliers are based in Eastern Europe and North Africa. Japan 

and other East Asian countries tend to set up networks in lower-wage regions within Asia (Gereffi, 1999). 

U.S. Production Networks: 1970s-1980s: CMT/Production Sharing: Vertical or Captive 

 By the 1970s, the picture started to change as multinational enterprises began to locate labor-intensive 

activities in developing countries as part of a global restructuring of their operations (McCormick & Schmitz, 

2001). With an eye towards reducing costs, U.S. brand manufacturers began shifting sewing operations from 

domestic plants to factories in Mexico and Central America. This model emerged in Latin America primarily 

due to the regulatory regimes (i.e. institutions) in place that allowed duty-free imports/exports between 

countries under the 807/9802 Program (Bair, 2006).  

 When U.S. manufacturers moved offshore to Mexico and Latin America they kept the CMT contract 

manufacturing system. This manufacturer-dominated form of contract assembly is often refereed to as outward 

processing or a cut-make-trim (CMT) production-sharing model. In the U.S., apparel manufacturers primarily 

used the maquila model of offshore subcontracting. In this model, a Mexican assembly plant received cut parts 

from U.S. manufacturers or brokers, sewed the cut parts, and re-exported them to the United States duty-free 

(Bair & Gereffi, 2001). Offshore assembly work was sometimes carried out via subcontracts to local companies, 

but more frequently U.S. apparel giants such as Haggar, Phillips-Van Heusen, and Hanes controlled this 

production directly though owned and operated factories. Most of the U.S. companies with subsidiaries in Latin 

America made basic products such as underwear and men’s pants; and foundational garments (bras, girdles) that 

require more needlework (Bair, 2006).  

U.S. Sourcing Networks: 1970s-1980s: OEM-Package Contractors: Modular Relationships 

By the 1980s, the ‘denationalization’ of apparel production was well underway in many higher wage 

economies, which were receiving an increasing flow of imports from developing countries. A perhaps less 

obvious but related change was the growing power of retailers and branded clothing companies vis-à-vis other 
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firms in the chain, reflecting developments which were simultaneously economic, organizational, and cultural.  

The result is a transformed textile and apparel industry that was first described by Gereffi as a buyer-driven 

commodity chain (Bair, 2006; Gereffi, 1994). 

 In contrast to brand manufacturers, brand marketers and retailers that became prominent in the late 

1980s opted for sourcing strategies that involved constructing OEM-contract networks with package producers. 

In this model, the buyer provides detailed garment specifications and the supplier is responsible for acquiring 

the inputs and coordinating all parts of the production process: purchase of textiles, cutting, garment assembly, 

laundry and finishing, packaging and distribution. These buyers purchase ready-made apparel and do not own 

or maintain involvement in the production process. These ‘manufacturers without factories’ primarily sourced 

apparel from East Asia, mostly Hong Kong, South Korea, and Taiwan, because manufacturers could produce 

orders for finished apparel to the buyers’ specifications (Bair & Gereffi, 2001; Bair, 2006). 

U.S. Production Networks: 1990s: OEM-Package Contractors: Modular or Vertical Relationships 

 In the U.S.-Mexico case, the traditional maqiladora industries ‘moved up’ the value chain by engaging 

in contract package production as opposed to just assembly of cut denim into blue jeans. The original 

investments by large U.S. marketers and manufacturers helped local companies gain access to U.S. buyers and 

markets. By the early 1990s, U.S. manufacturers’ started to re-examine their supply chains and began to realize 

the unnecessary costs, delays and opportunities of having such a fragmented supply chain. These firms’ desired 

to reduce their role in the manufacturing and logistics stages to focus on higher value-added segments of the 

chain such as design and marketing. This transition was combined with new free trade agreements (NAFTA and 

later DR-CAFTA) that provided an incentive to invest in developing the Latin American textile industry as 

well. This put local firms in a position to acquire the fabric manufacturing function and move into a more 

profitable position by selling directly to the U.S. market rather than through short-term assembly contracts 

(Gereffi, 1999). In some sectors, maintaining control over manufacturing will continue to be important, 

primarily when technological advances are rapid and where knowledge about production remains tacit 

(Humphrey & Schmitz, 2008). However this model has become few and far between in the apparel industry. 

 From an organizational standpoint, apparel manufacturers acquired the OEM-package contractor 

responsibilities by creating vertical linkages into fabric manufacturing or by forming clusters (Birnbaum, 

2009c). Due to the need for flexibility along with speed, many larger companies that established vertical 

operations discovered serious impediments to the in-house vertical model and sold their operations to 

independent textile manufacturers. These barriers led to the development of geographic clusters where the 

apparel manufacturer only owns the garment factory, but has direct access to nearby independent material 

suppliers. Clusters are more flexible than the vertically integrated firm, but still present the problem of location 

(Birnbaum, 2009b). 

U.S. Sourcing Model: 2000s: Full Package: Relational 
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 Due to the risks associated with controlling the majority of a factories’ output, there has been a 

decrease in captive relationships among lead firms and their first tier suppliers. Lead firms no longer desire to 

be the main buyer or a majority of the sales for anyone supplier/vendor. Buyers tend to follow the 30/70 rule: 

30% of a factory’s business, but not more than 70% (Fung, Fung, & Wind, 2008).  

 Long-term relationships were difficult to obtain while quotas existed because buying departments had 

to juggle a variety of contracts with several suppliers according to quota availability. Today suppliers are able to 

offer full package options that expand their capabilities to other parts of the value chain—including design, 

inventory management, and transportation of goods, and have adopted the appropriate technologies to facilitate 

this transition (Technopak, 2007). These strategic suppliers are increasingly multi-national manufacturers or 

network coordinators that do the logistics legwork for the lead firms. 

 Now that buyers no longer have to maneuver around international trade barriers they can focus on 

establishing long-term relationships with strategic suppliers. During the era of quotas, trade was dominated by 

short-term relationships; business was conducted on a transaction-by-transaction basis because it depended on 

the availability of quotas. The use of quotas created market-based relationships. Now that quotas are gone, 

buyers have shifted to streamlining the number of suppliers they work with and focusing on developing long-

term strategic partnerships with their most important suppliers.  

 These relationships are beneficial for buyers and suppliers (Technopak, 2007). Buyers benefit from 

these relationships by virtue of ability to exert influence over a supplier in order to achieve efficiencies in the 

supply chain such as: reduced lead times, standardizing production processes to suit the nature of the buyer’s 

product (me: asset specificity and tacit knowledge—lead firm setting standards), establishing preferential 

logistics and transportation arrangements; and increasing the transparency of the supplier’s inventory 

(Technopak, 2007). Suppliers benefit because these relationships provide security in the form of guaranteed 

demand for the supplier’s output (Technopak, 2007). 

 The desire to form relationships with strategic suppliers is the final realization by buyers and suppliers 

that the competitiveness of the individual firm depends on the competitiveness of the value chain to which it 

belongs. Lead firms realize that future efficiency gains can only be realized by forming closer, more integrated 

linkages among all parts of the chain. The question today cannot be limited to “how successful is my firm?” 

Today firms must ask themselves, “how successful is my network, and what role does my firm play in the 

bigger picture?” 

 The strategic supplier relationship brings all the elements of the manufacturing process together in a 

single entity for the sole purpose of serving a specific customer, but is not limited to any one customer. This 

model is not limited by the impediments of ownership in vertical integration or the lack of breadth in the typical 

cluster model. However the real value of the concept is that it finally does away with the traditional customer-

supplier relationship where each side competes with the other and neither customer nor supplier receives the full 
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benefit of working with the other. The new model recognizes the obvious: the supplier cannot survive without 

the customer and the customer cannot survive without the supplier. Both must join together dedicated to 

providing the product at the lowest full value cost (Birnbaum, 2009b). 

U.S. Regional Sourcing Networks: Full Package: To Be Determined 

 One point that should also be addressed, that is closely linked to the decline in regional production has 

been the lack of full package production networks in the regional countries. Due to the decline of the brand 

manufacturer as a lead firm and the dominance of brand marketers and retailers without factories, the need for 

suppliers to have full package or at the least OEM-logistics capabilities is a necessity. In a study conducted on 

U.S. supply chain linkages in 2005, research showed that there are few full-package options in the Western 

Hemisphere. Additional research is needed to perform a market feasibility study for full-package sourcing 

options in the Western Hemisphere. This is needed for U.S. textile manufacturers to remain competitive in the 

global market (Nowell, 2005). When U.S. manufacturers moved to Latin America, they took the CMT model 

with them, and in these areas, FOB still has not fully developed This one is one the main reasons why the 

apparel industries of both Mexico and DR-CAFTA are failing (Birnbaum, 2009b).   

Dynamic Changes: Value Chain Governance  

 Ultimately, the foundation of selecting a supplier and developing a sourcing strategy revolves around 

finding a fit with the buyers' overall corporate strategy, brand positioning, and future goals. Buyers have a 

financial target, performance metrics, and lead-time requirements in mind when developing these plans. Buyers 

make sourcing decisions based on the right regions/countries for sourcing right now, and in predictions for five 

years' time (“10 ways”, 2009). Today’s (2009) major brands and retailers believe they can source in a variety of 

ways, but enforce common rules for quality control and ethical compliance whoever does the actual buying. 

Retailers’ different sourcing strategies are triggered more by business priorities than by any great global moves 

in the relative merits of one sourcing strategy over another (just-style.com, 2009b). Including brand image, lead 

firms’ purchasing decisions can be placed into three tiers.  

1) Internal: Lead Firms’ Strategy (Micro): the long-term objectives and strategy of the firm. This includes 

the buyers’ brand positioning, the image of the firm and its target market. These are the staple, long-term 

requirements that potential suppliers must be aware of and align themselves with before being considered 

to be part of a buyers’ network.  

2) External: institutions such as trade agreements, taxes, tariffs, and standards. In some cases these are 

aligned with internal objectives, and in some cases they play little importance.  

3) External: Changes in the external environment and demand: the final group of factors concerns 

changes in consumer demand and the market environment. These are caused by macro conditions outside 

of the control of the lead firm. They play a short-term role in buyers’ purchasing volumes from a supplier 

and may cause shifts among existing suppliers, but they do not determine whether or not a supplier will be 
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included in a firm’s network. In some cases, these short-term changes can turn into long-term sourcing 

requirements and shifts if conditions persist. 

Power and Governance Shifts within the Chain 

Trends Causing Increase in Buyers over Manufacturers 

 All global value chains are becoming increasingly ‘buyer-driven.’ This is occurring even though 

‘hands-off’ forms of coordination between lead firms and their immediate suppliers are common. This is 

because lead firms have been able to embed complex quality information into widely accepted standards and 

codification and certification procedures (Ponte & Gibbon, 2005). The following factors cause a general shift in 

market power in the chain away from producers and towards buyers in the chain: 

• Concentration and Consolidation of downstream players, primarily retailers and distributors, causing 

a decrease in the number of buyers. This gives more concentrated power to the buyers versus suppliers 

and increases firm governance (Farfan, 2005; Humphrey & Schmitz, 2001; Humphrey & Schmitz, 

2002a; Humphrey & Schmitz, 2008; Knappe, 2008). The apparel market is a prime example that has 

been transformed into a buyers’ market with a smaller number of large retailers dominating the sector 

and the economic power of large retailers is increasing (Adhikari & Weeratunge, 2006). 

• Branding and chain governance tend to go hand in hand because lead firms need to control the 

product and process standards to maintain brand image (Humphrey & Schmitz, 2001; Humphrey & 

Schmitz, 2002a; Humphrey & Schmitz, 2008). Branding plays an overriding role in reaching 

consumers and the trend in the apparel sector is to capitalize on this through product specialization and 

lifestyle marketing. Because branding stems from market knowledge, it is almost exclusive to 

downstream players that have access, and more importantly the budget, to information, giving them 

considerable leverage when dealing with suppliers. As global outsourcing increases and buyers focus 

even more on their marketing-related core competencies, the barriers to entry into this segment 

continue to rise (Adhikari & Weeratunge, 2006; Farfan, 2005; Gereffi & Memedovic, 2003).  

• Risk of supplier failure is a key driver of chain governance: this loosens over time as capabilities and 

competence of existing suppliers increases, but remerges as new requirements are created and when 

new suppliers are introduced (Humphrey & Schmitz, 2000; Humphrey & Schmitz, 2001; Humphrey & 

Schmitz, 2002a; Humphrey & Schmitz, 2008). Even though the CMT model has declined in 

importance and fabric and raw material sourcing has become the responsibility of the apparel 

manufacturer, buyers’ do not want to relinquish all of their control over suppliers. Resultantly, a new 

form of “controlled” sourcing has emerged in which the buyer does not finance the purchase of 

materials, but has control over fabric procurement to assure quality levels and obtain more favorable 

purchasing terms (bulk discounts) (Anson, 2009). 



 

 

 170 

• New suppliers: buyers’ perpetual desire to keep prices down leads to a continual search for new 

producers with lower labor costs. These new suppliers require more governance to develop the 

necessary capabilities due to the risk of supplier failure (Humphrey & Schmitz, 2001; Humphrey & 

Schmitz, 2002a; Humphrey & Schmitz, 2008). In order to avoid the search for new suppliers, existing 

suppliers are becoming transnational agents and/or manufacturers with multiple branches and 

relationships with factories around the world. This type of supplier reduces the risk of sourcing from 

new suppliers. 

Trends Creating Opportunities for More “Balanced” Relationships 

 The following trends are not necessarily creating a decrease in governance, but are creating 

opportunities for shared responsibilities among new or existing members. These have been the primary drivers 

of power shifts number three and four. 

• External governance: the type of chain governance that emerges depends on the extent that 

parameters (noticeably quality, labor, and environmental standards) are set and enforced by agents 

external to the chain. Once conformance with parameters can be codified, generalized and credibly 

applied, there is less need for governance from within the chain (Humphrey & Schmitz, 2001; 

Humphrey & Schmitz, 2002a; Humphrey & Schmitz, 2008). E-commerce (B2B) was initially thought 

to reduce the need for firm governance. Potential advantages for producers include eliminating the 

need for physical intermediaries, reducing the need for daily logistics control from buyers, and 

increasing the importance of external monitoring and accreditation agencies (Humphrey & Schmitz, 

2001; Humphrey & Schmitz, 2002a). More recent studies have indicated that it enhances the 

relationship between existing trading partners, but it has not facilitated relationships with new buyers 

(Humphrey & Schmitz, 2008).  

• Importance of speed and flexibility: some captive developing producers have been able to mature 

and develop flexible relationships with their main buyers. Buyers’ are shortening their product 

development and fashion cycles creating opportunities for suppliers’ to form closer relationships by 

delivering on their buyers’ desire for supply chain flexibility and speed to market. In order for this type 

of relationship to exist, information and communication technology is needed to coordinate the entire 

chain (Humphrey & Schmitz, 2008). However, quick response increases revenues and lowers risks for 

buyers by forcing their suppliers to manage inventories. Developing and maintaining flexible 

relationships often comes at great cost to the manufacturer due to the sophisticated and expensive 

nature of the technology (Gereffi & Memedovic, 2003).  

• Innovation Fragmentation and Outsourcing: the initial focus of outsourcing and offshoring was on 

production, but there has been a rapid proliferation of services outsourcing to specialist companies 

(Humphrey & Schmitz, 2008). Lead firms used to carry out all or most of their knowledge-changing 
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activities in-house, but now are honing in on fewer, more strategic core competencies and farming out 

the others. This presents more opportunities for key suppliers to acquire knowledge-changing activities 

and is also creating entirely new industries based on knowledge creation, integrative services, and 

customized solutions (Schmitz & Strambach, 2008). In the past, cost and quality were the main 

variables of interest, but buyers’ preferences today represent even more factors including spreading 

risk between sourcing countries, uninterrupted production capacity, ability to provide a complete 

solution (full package), and ethical concerns (Adhikari & Weeratunge, 2006). 

Power Shift #1: Producers to Buyers 

 The first power shift in the global apparel chain was from producers to buyers. The buyers are often 

the key actors in the clothing chain, and the notion of a “buyer-driven” chain come from studies on the global 

clothing sector (Gereffi, 1994). Global buyers set the terms under which others in the value chain operate 

regarding what is to be produced, where, buy whom, and at what price (McCormick & Schmitz, 2001). Buyer-

driven chains are characteristic of manufacturing industries with low barriers to entry. Buyers establish global 

sourcing networks among numerous contract manufacturers in the most cost competitive countries around the 

around. These global, virtual networks rely heavily on sophisticated logistics systems and trust between buyers 

and sellers (McCormick & Schmitz, 2001).   

 The power shift from producers to buyers came with the rise of global brands (Figure 40). Before 

brands dominated, retailers essentially bought and sold whatever clothing manufacturers had to sell (Bair, 

2006). Branding began with manufacturers as a means to differentiate their products, but has been taken over by 

retailers and marketers because brands can be created without proprietary links to specific manufacturers or 

distribution channels. The power shift initially began with specialty retailers and brand marketers. Specialty 

retailers develop and sell products to a target demographic under the store’s brand name  (i.e., The Limited, The 

Gap, Victoria Secret, and Benetton). Brand marketers (“national brands”) are either former brand manufacturers 

that moved out of production or firms that emerged as apparel designers, developing lifestyle brands sold in 

department stores and later their own retail outlets  (i.e. Nike, Reebok, Liz Claiborne and Ralph Lauren). In 

some cases, brand marketers are not even responsible for designing or directly selling products that bear the 

firm name, but license the brand to other entities. This shift has continued as department stores such as Macy’s, 

J.C. Penney, or Sears began developing private label merchandise to increase profits and control over the 

products carried in their stores. This later extended to the mass merchandise channel including Walmart, Target, 

and Kohl’s (Gereffi, 2001). 

 By the mid-1990s, retailers accounted for approximately 50% of all apparel imported into the United 

States and Europe (Gereffi & Memedovic, 2003). In 1993, U.S. retailers accounted for about 50% of the total 

value of the top 100 U.S. apparel importers. In the United States, apparel marketers made-up 22% and domestic 

producers made up an additional 20%, excluding production-sharing activities in Mexico and the Caribbean 
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Basin (Gereffi, 1997). In Europe, retailers also represented 50% of apparel imports and merchandisers or 

designers were 20% (Gereffi, 1997).  

 

Figure 40: Forces Causing Shift in Market Power from Producers to Buyers 

Adapted by Author; Frederick, S. from:  (Farfan, 2005) 

Power Shift #2: Buyers and Consumers 

 The next power shift has been to the consumer. The root of the decline in the direct ownership of 

manufacturing model  (and rise of the outsourcing model) has been driven by the empowerment of end 

consumers. Consumers now have more options and more power, and all the companies in the chain have had to 

become more responsive to serve them. Adding to consumer power is the Internet. It allows customers to find 

the best product at the best price. Serving customers is now a full time job (Fung et al., 2008).  

 Consumers have come to expect, and are able to demand, complete customer satisfaction. They want 

unique products catered to their demographic, available at their convenience. Rather than manufacturers 

‘pushing’ products into the market, consumers (via buyers) are able to ‘pull’ them through with their purchasing 

power. Consumers’ desires are volatile and uncertain, and merely keeping up consumer trends has become a 

full-time job for apparel retailers and brand owners. 

 The importance of timeliness increases the risk of carrying excess or undesirable inventory. This has 

led retailers to defray these inventory risks by replenishing items on their shelves in very short cycles and 

holding no inventories (Abernathy, Dunlop, Hammond, & Weil, 1999; Tewari, 2006). The ‘pull’ strategy in 
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supply-chain management is embodied in popular business school concepts including mass customization, lean 

production, and lean retailing (Abernathy et al., 1999; Gereffi, 2001).  These terms refer to manufacturing and 

purchasing arrangements between buyers and manufacturers arising when frequent shipments are made by 

suppliers to fill ongoing replenishment orders by retailers, based on real-time sales information collected at the 

retailer’s stores on a daily basis (Abernathy et al., 1999; Gereffi & Memedovic, 2003).  

 The shift to lean retailing has been made possible through the development and adoption of 

technology. Sophisticated information technologies and logistics systems such as Electronic Data Interchanges 

(EDI), barcodes, and RFID-based technologies allow retailers to relay point of sale information to their 

headquarters and suppliers. New forms of warehousing, sophisticated logistics and distribution systems further 

enable them to quickly move goods from suppliers to retailers’ shelves (Abernathy et al., 1999; Tewari, 2006). 

Power Shift #3: New Chain Links: Coordinators: Transnational Manufacturers Or Agents 

 Even though the manufacturing barriers to entry into the apparel industry are low, the ability to 

successfully enter into export-oriented chains can be quite high, as it requires access to global lead firms. Due to 

the increasing complexity of global supply chains, there is an increasing need for supply chain coordination and 

management capabilities. Trading houses have become a key link between producers and retailers, and in some 

cases exert the governing function within the chain. Coordination between producers and distributors does not 

always result in upgrading opportunities for producers because relationships tend to be loose and indirect based 

primarily on arms-length transactions. In most cases, the international distributor holds less market power than 

the retailers. As a result, distributors are responsible for depressing upstream prices and reducing profit margins 

for suppliers to increase their own profitability (Farfan, 2005). Even in the technical textile product markets, 

end-use customers are increasingly confining their major commercial relationships to their “first-tier” suppliers, 

whose job is then to create and organize a supply chain to produce the required cost-effective innovation for the 

buyer (David Rigby Associates, 2002).  

Rise of Coordinators with Manufacturing 

 Quotas gave many new producing countries the opportunity to enter the textile and clothing export 

economy. It offered such new producers a kind of guaranteed market, in which competition from powerful 

competitors was limited. International garment producing companies from newly industrialized Asian countries 

such as Korea, Taiwan and Hong Kong avoided MFA restrictions on their exports by ‘quota-hopping’ their 

production to new countries. These transnational firms had long-established relationships with global buyers, 

which is often a major barrier to entry for local firms. These firms were able to cooperate with global buyers in 

a system of ‘triangular manufacturing’ where U.S. or EU buyers often sourced from Asian-NIC subsidiaries 

located in third countries with lower labor costs and underutilized export quotas (Gereffi, 1999; Thoburn, 2009).  

Unlike other exporting countries that simply reduced their exports, these ‘smart operators’ set-up transnational 

factories with branch manufacturing locations wherever there was not a quota limitation (WTO, 2009). 
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 Today, the need to rely on established East Asian foreign investors is breaking down to some extent as 

more and more buyers establish local offices in major producing countries and become more expert in assessing 

local companies. Foreign-owned production remains important, although its importance varies considerably 

from country to country (Thoburn, 2009).  

 Both transnational East Asian manufacturers and agents (below) have provided critical links for 

developing countries and firms to enter into apparel exporting or to facilitate exporting if capabilities are limited 

to CMT (cut, make, trim). They can facilitate the entry of local firms into exporting by providing a connection 

to the global buyers (Thoburn, 2009).  This is helpful in the beginning because it avoids the need for direct 

contact between the CMT manufacturers’ with limited skill-sets and global buyers. Yet, overtime firms’ should 

strive to increase capabilities and form more direct relationship with buyers.  

Rise of Network Agents (Indirect): Due to Increase in Complexity 

 A broker or agent is a person or firm who negotiates production on behalf of a contractor or a 

manufacturer that does not own production facilities. Even though most buyers do not purchase the majority of 

their products using an agent, nearly half of all respondents used an agent for at least some purchasing (Sauls, 

2008). Li and Fung have largely driven the rise in the use of network agents. In the last 12 months, Li and 

Fung’s sales were larger than total garment exports from all of South Asia (Bangladesh, India, Pakistan, and Sri 

Lanka combined) (WTO, 2009). Li and Fung produced more clothing last year than the apparel exported from 

Thailand, South Korea, and Malaysia combined (Kapner, 2009). As sourcing becomes more global, complex, 

and specialized, many buyers (especially smaller firms and retailers) see the benefit to outsource supply chain 

development and management to agents. Benefits of using a third party sourcing agent include: 

• Scale of operations: agents provide buyers/clients exposure to more factories in more locations. This 

also increases buyers’ exposure to new trends in supplier countries that would be difficult to keep track 

of with buying offices in only a few countries (just-style.com, 2009b). Third parties can provide 

coverage of regions or technologies a retailer’s staff may not be able to touch (Flanagan, 2005).  

• Buying power: large agents are responsible for purchasing products for many retailers thus increasing 

buying power vis-à-vis suppliers. This is particularly important for firms with smaller purchase 

volumes. 

• Flexibility of approach: the core competency of an agent is maintaining buying offices and networks 

for suppliers whereas retailers is additional overhead and something that is viewed as expendable 

during touch economic times. Decreasing global offices would make them less competitive because 

not aware of global trends (just-style.com, 2009b). Agents are able to dissect the chain and put it back 

together again in the most efficient and cost-effective way, changing the nature of sourcing. 

Competition is no longer company versus company, but network versus network (Fung et al., 2008; 

Kapner, 2009). 
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• Spread risks: indirect sourcing: sourcing exclusive/private brands from third parties can spread risk. 

Indirect sourcing benefits even big retailers (Flanagan, 2005). 

Reasons for the Decline of the CMT Model 

 Buyers’ desire to reduce the complexity of their own operations to keep costs down and to increase 

flexibility to enable responsiveness to consumer demand spurred the shift from CMT to package contractors. 

The CMT model is unnecessarily complex and has finally become obsolete. The recession has simply exposed 

the existing flaws in this model. Countries without a minimum of full package sourcing capabilities are at a 

disadvantage moving forward (“Industry insight”, 2009; Anson, 2009; Birnbaum, 2009a; Birnbaum, 2009c). 

 Furthermore, establishing and maintaining captive governance is costly for the lead firm and leads to 

inflexibility because of transaction-specific investments (Humphrey & Schmitz, 2002a). Modular and market 

governance provide the lowest costs to lead firms; therefore modular production networks (acquiring production 

chain coordination) are frequently the first functional activity lead firms are willing to give up, and is typically 

the first step into functional upgrading. Furthermore, the development of standards, codes, and labels that can be 

certifiable reduce the need for chain governance.  

Power Shift #4: Coordinators to Service Suppliers 

 The role of coordinators and full package manufacturers is now going even one step further to include 

services. There is a general move from garment makers to service suppliers as a means to reduce overall cost by 

transferring the work currently being carried out in the high labor cost importing countries to the low-cost 

supplier countries (Driscoll & Wang, 2009b; WTO, 2009). 

 Many firms have chosen to outsource some of their operations to other suppliers to focus on improving 

their remaining operations in which they have a competitive advantage. This has resulted in a change in the 

functional capabilities desired of suppliers with a shift to strategic, niche, and opportunistic suppliers. Lead 

firms desire strategic suppliers, with whom they can develop a close working relationship in order to minimize 

costs, maximize quality, and optimize lead times. Resultantly, lead firms are changing the relationships they 

have with existing suppliers and streamlining the number of suppliers.  

 Overall the current, new supplier paradigm is based on two goals: (1) To take over most of the 

operations previously performed by the customer and thus reduce direct costs. (2) Speed-to-market, not just 

reducing lead times in the production process but in the pre-production and post-production processes. A speed 

to market factory cannot exist with the traditional customer/supplier relationship. The customer has to be an 

integral part of the manufacturing process, providing long-term programs rather than simple orders (Birnbaum, 

2009c). Both of these goals come down to service. The move from product to service dictates where the 

supplier is located. If the factory only exists to make a product, all communication is one-way instructions from 

the customer to the factory. However, once the factory increases its role to include services, the process begins 

with a design concept, long before the instructions are written. For the factory to provide full-service, it must be 
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located a taxi-ride away from the customer and the customer’s designer, wherever they are located. The location 

of the plant becomes irrelevant (Birnbaum, 2009c). 

Innovation Shift #1: Manufacturer Push to Buyer Pull 

 The power shift to buyers and consumers has also affected the research and new product development 

process, marked by a switch from technology-push to market-pull in many sectors. In traditional technology-

push markets, the innovation process begins upstream. Research and engineering developments in materials and 

processes lead to new or enhanced end-use product possibilities.  Once a technology is developed, it is 

compared with the actual needs of customers. Because the actual needs of the consumer are not considered until 

late in the development process, it often produces solutions that do not precisely match the customers’ actual 

problems. 

 However buyers and customers are now savvy to available technologies and how they might be 

applied. They are increasingly asking suppliers to solve specific problems using technical textiles and other 

technologies and products, as appropriate. Now, the main spur for product innovation has become the 

customer’s problem rather than the available technologies (David Rigby Associates, 2002). Upstream 

manufacturers must respond by developing technology advancements to meet customers’ requirements.  The 

balance of power is moving away from the owners of particular technologies towards those who integrate 

several technologies to produce the required end-use products and performance levels (David Rigby Associates, 

2002). 

 Further increasing the power asymmetry, buyers not only demand performance, but also the price they 

will pay to have it. The increasing price pressure buyers place on their suppliers creates a challenge for the 

entire supply chain to continually innovate products in terms of both performance and cost (David Rigby 

Associates, 2002). 

Innovation Shift #2: Buyer Pull and Technology Platform Leader Push 

 In some cases, these firms are able to create demand for their products and pull them through the chain 

by using downstream marketing and branding directed towards both buyers and the ultimate consumers.  

However this duel form of marketing and product development has the potential to squeeze the profits of other 

intermediate and final product manufacturers in the chain. Textile and apparel manufacturers are in danger of 

being squeezed between the power of big suppliers of fibers, polymers, chemicals, machinery, etc. and the 

power of the buyer or their first-tier suppliers who perform the integrating role on behalf of the buyer (David 

Rigby Associates, 2002).  

Industry Upgrading Dynamics: Restructuring: Causes and Responses 

 Firm governance must be viewed as a dynamic process; it is not set forever and may change. 

Geographical and organizational production and sourcing shifts in the apparel value chain can be partially 

explained by changes in industry dynamics including global capabilities, product and process complexity, and 
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the ability to codify complex information. The following section outlines key elements that have occurred in 

these areas over time.  

Capabilities: Increase: Growth and Change in Global Capabilities 

 Power relationships evolve as existing producers acquire new capabilities and new firms and countries 

enter into the mix (Humphrey & Schmitz, 2002a). It would be ideal for firms to immediately enter into 

relational networks with lead firms, but these are the least likely to occur between developing country producers 

and global buyers due to knowledge and skill divides (Giuliani, Pietrobelli, & Rabellotti, 2005; Humphrey & 

Schmitz, 2000). When a supplier upgrades his capabilities an incentive is created for lead firms to transfer more 

sophisticated knowledge and hopefully break out of the captive relationships to more symmetrical, less 

coordinated situations (Ernst, 2001). 

 East Asia, led by Hong Kong, South Korea, Taiwan, and China, has been an important driver of global 

changes in capabilities. Despite adverse factors, this region has consistently succeeded in capturing the global 

apparel sourcing market whereas other countries have not. Rather than react to global changes, these countries 

and firms have been proactive and viewed instability as an opportunity to create new competitive strategies for 

the future (Birnbaum, 2009e). There are several factors that have enabled Asia to succeed, many of which 

involve learning to use economic and social networks as a strategic asset (Gereffi, 1997; Gereffi, 1999). 

1) Early Development of ‘Package’ Production Capabilities: commitment to manufacturing expertise, 

and learning how to flexibly manage overseas production networks. They also developed expertise in 

marketing, the activity in which the biggest profits are made in buyer-driven chains (Gereffi, 1997). 

2) Transnational Manufacturing: triangle manufacturing arrangements built on local and social ties 

were initiated by suppliers in Hong Kong, Taiwan, and Korea in the 1970s and 1980s, came as a 

response to rising wages, labor shortages, and quota restrictions. In this arrangement, firms took 

orders, shifted manufacturing to other lower-wage Asian countries (e.g. China, Indonesia, or Sri 

Lanka) and these products were exported from the manufacturing country back to the United States. 

This marked the shift from exporter to “middleman” and provided U.S. buyers with a link to the East 

(Gereffi, 1997). Each country has preferred countries to set up factories. Hong Kong and Taiwan are 

the main investors in China and Southeast Asia (including Vietnam), and South Korea is prominent in 

Indonesia, Bangladesh, Guatemala, and the Dominican Republic. Singapore is leading force in 

Malaysia and Indonesia as well (Gereffi, 1997). However, as U.S. buyers increase purchasing volume 

and production capacities expand in these countries, buyers will tend to bypass intermediaries and deal 

directly with factories (Gereffi, 1997). 

3) Learning by Watching: how foreign buyers build East Asian competence: discount chains (like K-

mart) and mass merchandisers (like JC Penney) were frequently the first buyers to open up capabilities 

for volume production in new export sites in Asia. When department stores and specialty stores came 
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in willing to pay more money for higher quality versions of the same garments, the discounters and 

mass merchandisers were forced to move to new less experienced factories in the same country or to 

less expensive countries. Generally some large-volume orders were retained along with high-value, 

smaller orders to smooth out production schedules. The succession of foreign buyers permitted 

factories to upgrade their skills to meet the product demands of new buyers and small trading 

companies helped developed new production sites (Gereffi, 1997). 

4) International Subcontracting: the Hong Kong-China connection: Hong Kong’s textile and apparel 

industry boomed with the opening on China’s economy in 1978. First, production was subcontracted to 

state-owned factories, but eventually an elaborate network of outward-processing arrangements were 

established that relied on an assortment of manufacturing, financial, and commercial joint ventures. In 

1995, Hong Kong entrepreneurs operated more than 20,000 factories employing an estimated 4.5-5 

million workers in China’s Pearl River Delta alone. New low-cost exporting nations were emerging in 

Asia including Indonesia, Sri Lanka, India, Myanmar, and Vietnam as well as regional U.S. suppliers 

(Gereffi, 1997). 

5) Advancing Capabilities and Markets: the shift from OEM to OBM and the growing importance of 

non-quota markets for East Asian exporters point to the fact that production and trade networks in the 

apparel commodity chain are becoming increasingly concentrated in Asia. Intra-Asian trade is 

increasing in apparel and even more in textiles (Gereffi, 1997).  

6) Product upgrading: as production costs increased in a country, or when higher tariffs or quota 

restraints were placed on certain product categories, these countries moved from cheap commodities 

to higher value-add fashion goods that warranted higher returns (Birnbaum, 2009e). To remain 

competitive in commodity markets, they either subcontracted or set-up manufacturing facilities in a 

neighboring country. 

7) Service suppliers: most exporters lack the ability to move against powers beyond their control, and 

are waiting out the current downturn by subsidizing factories and hoping for the best. Key Asian firms 

are viewing the recession as an opportunity to switch their business model from garment maker to 

service supplier. This strategy is a means to compete against other low-cost garment exporters, but it is 

also a means to compete and share responsibilities with their buyers, the garment importers. This 

strategy reduces cost by transferring the work currently being carried out in the high labor cost 

importing country to the low-cost supplier countries. Instead of replacing a Bangladeshi laborer at 

$0.30 an hour these firms seek to replace NY executives paid over $125,000 a year (Birnbaum, 2009e). 

8) Proactive response to trade barriers: the dominance of the big four is largely a result of the major 

apparel consuming nations 45-year struggle to limit garment imports. Their success would not have 

occurred if the EU and the US had not restricted trade These countries have viewed potential hurdles 
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as opportunities to change the make-up of their own national industries rather viewing the situation as 

an insurmountable challenge (Birnbaum, 2009e).  

Changes in Sourcing Capabilities/Strategies: Industry Functional Upgrading:  

 The decline of producer-driven chains and brand manufacturers and the rise of buyer-driven chains led 

by brand marketers, specialty retailers, and private-labels has led to all final product purchasing from a “full-

package” agent or manufacturer that coordinates the supply chain for the buyer. Buyer-driven chains require full 

package options due to their limited knowledge of the products they are producing. This concept began with 

licensing agreements when brand marketers or popular icons desired to develop products outside of their realm 

of knowledge. 

 Resultantly, a “new step” has been added to the value chain, and functional upgrading has occurred for 

the entire inter-firm network. The first tier supplier is now a supply chain coordinator, who may engage in 

manufacturing, but in many cases, only provides services to the buyer. Identifying, establishing and 

coordinating supply chains is now largely the responsibility of the first tier supplier to the lead firm. The 

interactions between the supply chain coordinator and its suppliers are similar to those lead firms had with first 

tier suppliers when the framework was originally created. This is important to note because now manufacturers 

must interact with both the lead firm, and the supply chain coordinator. 

Capabilities: Changes in Comparative Advantage: Factor Conditions 

 Within the context of the textile complex, as nations industrialize, it is expected that the locus of 

comparative advantage in the early stages of development will be in labor-intensive sectors. However, as capital 

and skills are accumulated in the course of industrial development, specialization in more capital and skill 

intensive upstream activities will emerge. A recent study aimed to uncover the longitudinal patterns of 

comparative advantage in the textile complex by tracking the export levels of 30 countries over the course of 42 

years. Results indicated that factor endowment of a product and the income-level of a country combine to 

influence international competitiveness. Resultantly, high-income nations generally remain stronger in more 

capital-intensive sectors while low-income countries are more competitive in the labor-intensive sectors 

(Kilduff & Ting, 2006b). 

Multiple Capabilities: Channel Upgrading 

 Firms often produce to the specifications of a lead firm in one chain, while also using these 

competencies and experimenting with their own designs and marketing arrangements in other chains which feed 

into different markets  (Giuliani et al., 2005; Humphrey & Schmitz, 2002a; Schmitz, 2007). Introducing a 

product to a local, domestic, or regional market in which buyers do not exhibit as much asymmetrical control 

over suppliers allows local firms to develop logistics, design, branding, marketing, and service skills necessary 
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to produce for the global marketplace. Functional upgrading in domestic market channels may be easier for 

small firms because they already have knowledge of the local market and there is less physical distance between 

layers of the value chain (Dunn, et. al., 2006). A well-developed case study on the Sinos Valley footwear cluster 

in Brazil uses comparative research to illustrate this process through the relationships of producers in Brazil and 

their customers in four main markets (in order of importance): U.S., Brazil (domestic), Latin America, and 

Europe.  

 The U.S. chain provided a clear case of captive governance where the combination of high pressure 

and technical assistance provided by the buyers put local Brazilian producers on a fast track to process and 

product upgrading, but hindered functional upgrading and locked producers into a small number of global 

buyers. The relationships with European buyers were not as controlled and allowed more space for functional 

upgrading, whereas relationships with Latin American buyers were much more evenly balanced (relational or 

market-based), allowing local producers to use their own designs and brands (functionally upgrade).  

 Fortunately, firms are typically not locked into selling to one buyer. In the domestic market, lead firm 

governance was not as tight and external governance was stronger (i.e., business-enabling environment) and 

provided local producers with opportunities to acquire the skills necessary to design, market, and brand their 

own products (i.e. functionally upgrading). Diversifying sales to multiple channels and destinations (channel 

upgrading) allow firms to develop both hard and soft skills in the industry simultaneously (Bazan & Navas-

Aleman, 2004). Through concurrent and multiple linkages a virtuous circle can be established between 

international knowledge diffusion and domestic knowledge creation (Ernst, 2001). 

Complexity: Increase in Processes and Products 

 The increase in capabilities goes hand in hand with the growth of global competition. The response of 

textile manufacturers to intensifying global competition has been two-fold.  First the mix of products has been 

shifting; there is an ongoing shift in production to emphasize products in which the manufacturer has the 

greatest competitive advantages and to de-emphasize products that are more vulnerable to foreign competition 

(product complexity). Today the textile industry is undergoing a major reorientation toward non-apparel 

applications of textiles (Rasmussen, 2008a). The technical textile sector provides solutions for many companies 

provided they are willing to make the necessary investments. Second, companies continue to invest in new, 

more productive plants and equipment (process upgrading/complexity) (Rasmussen, 2008a).  

Table 58: Historical Process Upgrading: Increases in Capital Intensity and Mechanization 

Time  Description 
1767-
1785 

Development and perfection of spinning and weaving machinery created a mechanical system 
through which engines powered by either water or steam could operate machinery for the mass 
production of yarn and cloth. This made it possible for the textile industry to move out of the home 
and into the factory. 

1793 Eli Whitney developed the cotton gin and James Watt developed a steam engine for textile mills. 
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Prior 
to 1812 

The majority of textile production involved families manufacturing for their own use. Most 
households had the basic equipment—cards, spinning wheels, and looms—for the conversion of 
wool, flax, and small amounts of cotton into cloth. 

1776-
1812 

After the American Revolution, domestic manufacturing output declined The instability of Europe, 
culminating for Americans in the War of 1812, reversed this trend and stimulated the growth of 
American productivity. 

Early 
1800s 

The New England states, particularly Massachusetts, were the first to import, adopt, and further 
refine important technological innovations of several British engineers and inventors, innovations 
upon which the emerging textile industry of the late 18th and early 19th centuries rested. 

1850s Ring spinning frames replaced mule spinning. These were faster and required less power. 
1880s Northrop automatic loom invented: increased productivity and reduced the need for skilled labor  
1958-
1978 

The primary textile industry underwent a revolutionary change from 1958-1978 due to a shift from 
mass production to large-scale dedicated integrated and continuous process technology. 
Revolutionary manufacturing processes such as ring spindles, open-end spinning, and automatic 
and shuttle-less looms were introduced at the end of the 1950s.  These new processes integrated 
formerly separate stages of spinning, weaving, and finishing into a continuous operation  

Source: compiled from (Glass, 1992) and 1958-78 from (Sabourin, 1998) 

 In a study of small cotton textile manufacturers, researchers collected information on reasons 

manufacturers did not adopt revolutionary new manufacturing processes including external factors that led to 

non-adoption (Sabourin, 1998) 

• Scale of operations resulting in a lack of capital to invest in new machinery and knowledge of 

operating a larger-scale business. This was the main reason that also impacted the subsequent reasons. 

• Lack of vertical integration: both upstream and downstream 

• Lack of product diversity: firms focused on only a few products 

 Strong and unexpected economic fluctuations that influence product demand and inability of producers 

to predict fashion trends  

• Trade barriers that insulated manufacturers from foreign competition 

• Industry was at a stage of maturity with moderate growth, so new investments were more risky  

Product Upgrading: Evolution of Technical Textiles 

 Although ‘technical’ textiles have only attracted considerable attention in recent years, the use of 

fibers, yarns, and fabrics for applications other than clothing and furnishings is not a new phenomenon, nor is it 

exclusively linked to the emergence of modern artificial fibers and textiles (Horrocks & Anand, 2000). Textiles 

have always been used for applications other than apparel and home textiles, initially based on natural fibers 

(David Rigby Associates, 2002) Natural fibers such as cotton, flax, jute, and sisal have been used for centuries 

in applications ranging from tents and tarpaulins to ropes, sailcloth, and sacking (Horrocks & Anand, 2000). 

The following is a brief history of developments related to technical textiles: 

• Early applications: there is evidence of woven fabrics and meshes being used in Roman times and 

before to stabilize marshy ground for road building—early examples of what would now be termed 

geotextiles and geogrids. Utilization of fibers in technical capacities dates back to the early Egyptians 
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and Chinese who used papyrus mats to reinforce and consolidate the foundations respectively of the 

pyramids and the Buddhist temples (David Rigby Associates, 2002; Horrocks & Anand, 2000). 

• 1910-1940: technical textiles first embraced man-made fibers with the development and 

commercialization of ‘industrial’ strength viscose (rayon), and then polyamide (Year: 1939) (David 

Rigby Associates, 2002) 

• 1950s: technical textiles serious use in modern civil engineering projects began after the floods of 

1953 in the Netherlands, in which many people lost their lives. The event initiated the famous Delta 

works project in which for the first time synthetic fibers were written into the vast construction 

program. Since then geotextiles in particular have matured into important and indispensable 

multifunctional materials (Horrocks & Anand, 2000). Polyester was introduced in 1953. 

• 1960-70s: their role and variety grew particularly quickly throughout the 1960s and 1970s with the 

development of an international man-made fibers industry and of new fabric forming technologies 

such as nonwovens (David Rigby Associates, 2002). 

• 1980s: in the early 1980s, there was still little general recognition by the wider textiles industry that 

these diverse and sometimes rather obscure applications would develop into a distinctive and dynamic 

branch of the industry with the potential, within a couple of decades, to account for over 25% of all 

fiber consumed and almost 50% of total textile manufacturing activity in certain industrial countries 

(David Rigby Associates, 2002). By the late 1980s, a new materials revolution began. This, combined 

with a growing perception that technical textiles offered a fresh lease of life to a textile industry which, 

at least in the major industrialized countries, was being battered by low cost imports and stagnant 

consumer markets, eventually brought this area out of the shadows. The strategic significance and 

potential of the sector was first recognized by fiber and chemical producers and machinery 

manufacturers, but his quickly spread to the entire textiles community, including governments, 

industry associations, consultants, educational and research organizations, as well as the publishing 

and exhibition industry (David Rigby Associates, 2002). The 1980s were the period the technical 

textiles industry enjoyed a rapid increasing awareness of its existence by the outside world (as well as 

within the mainstream textile industry) (Horrocks & Anand, 2000). 

• 1990s: the technical textiles industry ‘came of age.’ Following a period of rapid growth and expansion 

into new markets, many parts of the industry experienced recession in the early 1990s and woke up to 

the fact that novelty and diversity were not in themselves a recipe for prosperity or a guarantee against 

competition Service and product development costs had got out of control and too little regard and 

been paid to the strategic development and management of business. Companies had taken on too 

many combinations of products, end-uses, markets and customers in a period of largely unplanned 

growth (David Rigby Associates, 2002). The 1990s were an era of more mature commercial 
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development and consolidation as fiber producers and textile manufacturers alike concentrated on 

overhauling and refocusing their businesses in the wake of world recession (Horrocks & Anand, 2000). 

Major fiber producers, who were largely responsible for setting the pace of development in the 1980s, 

began to withdraw from selected markets and curtail their product variety, in some cases shelving new 

fiber systems completely. A number of major rationalizations have subsequently taken place, with 

exchanges of product portfolios and a concentration on a smaller number of manufacturing locations 

which are more strategically placed to serve emerging markets. Machinery manufacturers, another 

group of traditional pace setters of innovation in the industry, have also reviewed and focused their 

activities, seeking new opportunities to license their technologies to partners in Asia or to set up lower 

cost manufacturing bases in, for example, Eastern Europe (David Rigby Associates, 2002). 

• 1997:  David Rigby Associates produced a report “The World Technical Textiles Industry and Its 

Markets: Prospects to 2005”, following a commission from Messe Frankfurt, the organizers of the 

Techtextil shows. This was widely welcomed as the first comprehensive overview of the most thriving 

and fast changing—yet poorly documented and inconsistently quantified—sector of the global textile 

industry (David Rigby Associates, 2002). 

• 2000s: over recent years, however, there have been signs that the technical textiles industry in the 

developed world is maturing in some significant ways: 

o Primary performance requirements such as strength, fire retardancy, temperature resistance, etc, 

are relatively achievable using the wide range of already available materials and processes 

o Focus is now switching to the achievement of secondary product and performance characteristics 

such as low cost/price, lightness, recycling, long life, ease of replacement, etc. 

o The rate of innovation in primary materials, especially fibers, is now low and declining. The focus 

is instead on innovating new fabrics and more functional end-use products using existing 

technologies. 

o These trends reflect certain underlying mechanisms, which are at work in the market (David Rigby 

Associates, 2002). 

Codify: Information Technology: Increase 

 Within the textile supply chain, logistics technologies include enterprise resource planning (ERP) 

software, vendor management inventory (VMI), electronic data interchange (EDI) and barcodes, and the ability 

to conduct online purchasing and processing. In machinery and equipment, examples include computer-aided 

design (CAD) and robotics. A website presence and online advertising are crucial to marketing. Technology has 

facilitated global expansion and closer coordination between retailers and manufacturers, while also cutting 

costs (Driscoll & Wang, 2009b). Benefits of technology to consumers include reduced prices and enhanced 
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service and technology adoption by retailers is a means to experience market share gains and lower cost 

structures (Souers, 2008). 

Information Technologies: Facilitating Power Shift from Manufacturers to Retailers 

• Production and Logistics Technology: Quick response programs (strategy): apparel manufacturers 

that link with retailers make themselves indispensable to customers. The goal of quick response is to 

maintain lean inventories and avoid overstock while ensuring products are on the shelf when customers 

want them. By assuming responsibility of stocking the stores, the apparel companies help to carry 

inventory costs, typically one of retailers’ highest costs. Quick response has become a key to survival 

for manufacturers (Driscoll & Wang, 2009b). Electronic Data Interchange (EDI) systems allow 

retailers to restock products using interconnected computer terminals throughout the entire 

manufacturing and sales systems. Point-of-sale scanners can immediately and accurately read bar 

codes attached to each item and record the product sold, its price, and even such details as its color and 

size. This up-to-the-minute report on a given store’s sales is then relayed to the manufacturer. Direct 

access to detailed sales information enables the manufacturer to tailor its production to consumer 

demand. The data recorded by bar code scanners in the EDI system also are used for automatic (or 

just-in-time) reordering, enabling a manufacturer to restock a retailer’s shelves quickly, using no more 

than a computer for communication. In addition to providing for automatic replenishment, EDI makes 

distribution and shipping information processing more efficient (Abernathy et al., 1999; Driscoll & 

Wang, 2009b).  

• Radio Frequency Identification (RFID) tags: contain an integrated circuit for product identification 

and replace the clumsier bar codes. The tags are powered by the radio waves of the reader that enable 

the tag to send data to the reader wirelessly. The lowest cost tags, such as EPC RFID are the standard 

for Walmart and the U.S. Department of Defense, and sell for only a few cents each.  A powerful 

player in the supply network can be instrumental in establishing standards for new technology. 

Walmart required its top 100 suppliers to use RFID tags for all shipments starting in January 2005 to 

improve supply chain management (Fung et al., 2008).  

• Automated Distribution Centers: to handle small restocking orders rather than the traditional, 

warehouse system used for large bulk shipments (Abernathy et al., 1999). 

• Product Development and Design Technology: CAD systems enable a manufacturer to reduce the 

design-to-production cycle to only a few months (Driscoll & Wang, 2009b). 

• Product Lifecycle Management (PLM): firms that have invested in PLM will be better prepared to 

weather the recession (Barrie & Ayling, 2009). PLM is the key term these days. There are various 

products on the market, but the industry leaders are implementing solutions which connect all aspects 

of the design and development of a product, through to sampling, merchandising, bulk material 
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management, production and delivery. Any supply chain must be educated and prepared to adopt 

technologies (Knappe, 2008). 

• Internet: the Internet has the potential to transform all value chains because of two fundamental 

factors: (1) the ability to create markets on a scale and with a level of efficiency not previously 

possible and (2) a radical ‘pull’ business strategy that substitutes information for inventory and ships 

products only when there is real demand from end customers (Gereffi, 2001). Internet-based 

technologies are changing the way retailers and vendors conduct business with each other, whether 

they are issuing requests for quotes, bidding for orders, sharing product forecasts, or collaborating on 

product development. Inventory management systems, computerization of purchasing orders, invoice 

processing, and credit card authorization has significantly streamlined operations (Souers, 2008). 

Rise of Online Exchange Systems 

 Technology plays a crucial role in apparel procurement through the rising popularity of business-to-

business (B2B) exchanges—online marketplaces (or reverse auctions) that allow trading partners to conduct 

real-time business communications with each other (Souers, 2008). The year 2000 marked the beginning of a 

new form of sourcing: Internet, technology-driven sourcing using online exchange systems or  “reverse 

auctions. ” In recent years there has been proliferation of this method to include purchasing of final products as 

well as textile inputs (Tokatli, 2007). In 2000, nearly all apparel-selling general retailers joined either WWRE 

or GNX web-based sourcing consortia, but virtually no leading apparel specialists did. In 2005, sourcing needs 

better prediction, integrated range planning and collaboration and getting the right software to facilitate this is 

important. The general view of the benefit of the Internet is to provide a tool to improve collaboration 

(Flanagan, 2005). Examples include:  

• Global Net Xchange (GNX): began in 2000; Sears is the founding member: mostly private label 

merchandise. In 2005, the following firms were members of the GNX web-based procurement 

consortia (source: Consortia membership lists): Federated Department Stores, Sears, and Karstadt 

Quelle (GNX/Texyard) (Flanagan, 2005; Tokatli, 2007). 

• World Wide Retail Exchange (WWRE): began in 2000: Target is a flagship member: mostly private 

label merchandise (Tokatli, 2007).  In 2005, the following firms were members of the WWRE web-

based procurement consortia (source: Consortia membership lists): Walmart (Walmart Retail Link is 

linked to WWRE), Gap, Target, JC Penney, K-mart, Marks and Spencer, and C&A (Flanagan, 2005). 

• 7thOnline (used by 28 major brand-owners and retailers) that help lead firms expand their supply base 

and automate their supplier pre-qualification processes (Apparel Magazine, 2003; Apparel Magazine, 

October, 2004) (Tokatli, 2007). 
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• In 2005, the following firms did not disclose use of a web-based procurement system: May Department 

Stores, TJX Cos., H&M, Limited Brands, Dillard’s, Inditex, Next, Arcadia Group, Fast Retailing, 

Burlington Coat Factory, and Charming Shoppes (Flanagan, 2005). 

Outcomes: Upgrading Strategies and Tactics: Textile Suppliers’ Responses 

 Manufacturers have made many changes in production capabilities in response to new requirements by 

buyers. To sharpen their competitive edge, many textile mills are: 

• Process Upgrading: Machinery: improving productivity through new capital investments 

(Rasmussen, 2008a). 

• Process Upgrading: adopting TQM systems (Technopak, 2007). 

• Process Upgrading: consolidating manufacturing operations into fewer geographic locations 

(Technopak, 2007). 

• Process Upgrading: Logistics: developing logistics and transportation capabilities (Technopak, 

2007). 

• Product Upgrading: expanding production to include design capabilities (Technopak, 2007). 

• Product/Channel Upgrading: concentrating on more profitable niche markets and product 

diversification. Throughout the industry, it is generally clear that the future of the specialty fabrics 

industry lies in adding value (Rasmussen, 2008b). 

• Channel Upgrading: Protection: the U.S. military has and will remain the engine behind many 

innovations in specialty fabrics. Large investments by the U.S. military (and Homeland Security) have 

been the juggernaut behind a lot of the growth occurring in many specialty fabric markets today, 

especially in the area of smart fabrics and intelligent textiles  (SFIT) (Rasmussen, 2008a). 

• Chain Upgrading: reorganizing and restructuring their operations through mergers, acquisitions, and 

divestures. By merging, textile companies have gained market share and access to capital. Through 

acquisitions and vertical integration, they’ve been able to achieve economies of scale and expand the 

range of their services. 

• Inter-firm Process Upgrading: investing in IT infrastructures (Technopak, 2007). Information 

technology benefits both the firm and the chain because it reduces the total time and cost and increases 

the flexibility of the supply chain process. Buyers view this as an important service that enhances their 

product offering.  These are the two integral parts of the CFQS model for competence power in 

suppliers.   

• Inter-firm Upgrading: Relationships: collaborating with buyers (Technopak, 2007). This is 

necessary because the ultimate end-user’s requirements must be fully identified and fully addressed. 

Products should not be developed to fit the capabilities of the manufacturer (Wilson, 2008). 
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• Operational: Forming Relationships with External Environment: building strategic partnerships 

with government and industrial research and manufacturing organizations to improve fabric and 

applications (Rasmussen, 2008a). 

• Operational: Horizontal Relationship: to develop products based on technical textiles, companies 

must form partnerships along the supply chain, cooperating to optimize every step and component with 

the manufacture of the end product. Some cross-disciplinary activity will be needed and textile 

companies must work especially hard to overcome the perception that they are backward, low 

technology organization (Wilson, 2008). 

Location: Dynamics: Past: NC Textile History: Qualitative 

North Carolina: Dynamics: External Institutions Impact on North Carolina Development  

• 1828: Local Government: the NC General Assembly encouraged development of the textile industry 

to boost economic development, change balance of trade, and earn more money than could be obtained 

from raw cotton (cotton yarn was four times as valuable than cotton) (Glass, 1992).  In 1828, North 

Carolina’s balance of trade was $10 million against NC. Cotton and tobacco were the only products 

exported from the Piedmont section of the state. In 1828 the state shipped 80,000 bales of cotton at 

$2.4 million, which if manufactured would bring $9 million a gain of $7.2 million (Bynum, 1928).  

• 1861-1865: National Government/Military: the Civil War led to the development of other products, 

and by the end of the war, the Confederacy drew its entire supply of textile goods from NC’s mills.  

• 1901: Universities: to meet the need for technical and managerial training, the mill men of NC 

persuaded the state legislature to appropriate $20,000 to build a School of Textiles at North Carolina A 

and M College in Raleigh (later to be NC State) (Glass, 1992). 

• 1908: Industry Organization: to improve communication within the industry, the Southern Textile 

Association was formed and opened membership to mill owners, supervisors, engineers, textile 

journalists, and textile-college faculty  (Glass, 1992). 

• 1990s: Causes of Employment Declines: In the 1950s, the introduction of new machinery and 

technology (industry) decreased the labor intensity of production. Starting in the 1990s, the growth of 

foreign products (competition) accelerated due to changes in institutions. These include NAFTA in 

1994, the beginning of the ATC quota phase-out in 1995, and currency devaluation and fluctuations in 

Mexico (1994) and the Asian currency crisis (1997) (Conway et al., 2003; Conway, 2004a) 

North Carolina: Dynamics: External Power (Factor Conditions) Impact on Development 

 The absence of a sizeable planter interest, the emergence of a market economy, the presence of good 

waterpower, and the availability of technological innovations in spinning and weaving created a solid 
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foundation for the creation of the textile industry in North Carolina’s piedmont (Glass, 1992). The following 

provides specific impacts of different factors to the development of the North Carolina textile industry: 

• Related Industries: 1800s: Early reasons for cluster development: gristmills, sawmills, flour mills, 

cottonseed-oil mills, and cotton gins were the most typical processing industries to share a water-

powered site with a textile mill, an actual reason to form clusters. These industries required small 

amounts of power and small numbers of workers and were often managed by the textile mill company 

itself. The Schenck-Warlick mill in Lincoln County (1814), the first Holt factory on Alamance Creek 

(1837), and the Logan Mfg. Company in Guilford Country (built 1865 and later renamed Oakdale 

Cotton Mills) all occupied buildings that had served another manufacturing location (Glass, 1992). 

• Availability of Raw Materials, Rivers, Labor, and Climate: 1830-1882: small water-powered 

textile mills opened in the South due the local source of cotton, the rivers of the Piedmont for 

waterpower, farmers for laborers, and plenty of women and children to work in the mills (Textile 

Heritage Museum, 2004). 

6. Rivers: NC did not have the capital resources or the technological skills New England had, 

but NC did have an abundance of small, swift streams that could provide waterpower for any 

industry and geologic conditions in the piedmont of the state were especially favorable for 

water-powered industry (Bynum, 1928; Glass, 1992). 

7. Labor/People: the settlement patterns and ethnic traditions in the piedmont likewise 

encouraged the development of manufacturing activities (Glass, 1992). The traditions of many 

of the original settlers, Scotch-Irish, Quakers, Moravians, and Germans, emphasized technical 

skills, commerce, and diversified agriculture rather than the development of a plantation 

economy supported by slave labor. The piedmont also had small commercial towns and 

governmental centers such as Hillsborough, Salem, Salisbury, and Charlotte that provided 

markets and attracted artisans, as well as investment capital. In the early days, the textile 

industry in the South had its beginning because of the ingenuity and foresight of a few men 

far ahead of their times (Bynum, 1928). 

8. Climate: North Carolina’s temperate climate provided excellent living conditions and lower 

cost of living for operatives (Bynum, 1928). 

• Infrastructure Development: Railroads: 1835-1870: the introduction of manufacturing systems and 

railroads were the remedy needed to boost the economic transformation of North Carolina. Railroads 

were built throughout the South during this time and coal from Virginia become available and at a very 

cheap cost. New factories were built right next to rail lines. Cotton mills sprout up all along the 

railroad in every small town in the Piedmont of North Carolina, South Carolina, Virginia, Georgia and 

Alabama (Bynum, 1928). Between 1880-1900, railroad track mileage in NC grew from 1,500 to 4,000; 
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this increased railroad construction helped make the shift from water-powered locations to industrial 

sites near towns and cities possible. 

North Carolina: Dynamics: Textile Industry’s Impact on NC Development and Organization 

• Location of Rivers: 1800s: The principal manufacturing streams were in NC’s piedmont region, the 

Haw River (Textile Heritage Museum, 2004), Deep River, and the south fork of the Catawba River. 

Rivers in the mountains were powerful enough, but problematic due to narrow mountain gorges that do 

not provide adequate water storage or sufficient space for the construction of buildings and dam sites. 

In the coastal plain, the uniformity of river flow from the fall line to the Atlantic Ocean made this 

region less suitable for waterpower development. Another advantage of the piedmont region was the 

storage capacity and depth of its soil, which allowed for moderate water flow and offset the 

disadvantage of occasional droughts (Glass, 1992). The location of waterpower sites helped early on in 

the location of mills (Bynum, 1928). 

• Destruction of Early Mill Towns: Civil War: 1865: Northern troops saw importance of NC textile 

mills, and destroyed most of them during the war. Many bounced back, but the Rocky Mount, 

Fayetteville, and Rockingham industries never rebounded as well as other parts of the state (Glass, 

1992). The early industry was crippled because of the war and the institution of slavery (Bynum, 

1928). 

• Development of Complementary Industries: 1889-1908: Two other industries became important in 

the late 19th and early 20th centuries that trace their roots to the textile industry. One was the 

manufacturing of wood products and furniture, based in High Point, Thomasville, Lexington, Hickory, 

Salisbury, and Statesville. The first furniture factories supplied wooden parts such as spindles, bobbins, 

and shuttles to cotton mills and inexpensive furniture to the growing numbers of wage earners. The 

second industry was hosiery, which started in Durham in 1894 and spread quickly to Burlington, High 

Point, Asheboro, Winston-Salem, and Hickory (Glass, 1992). 

• 1890s: Charlotte Machinery Cluster: textile machinery developers in New England set up regional 

offices in Charlotte, and, working through native southerners such as Daniel A. Tompkins and Stuart 

W. Cramer, they exerted a powerful influence on the development of the textile industry (Glass, 1992). 

• 1898: Textile Mill Villages: Tompkins wrote a textbook Cotton Mill, Commercial Features that had 

examples of mill house layouts. This was used to create mill villages for the next 30 years. Tompkins 

also encouraged development of mills and villages outside of cities, “best to put a factory one to four 

miles away from a city and let the company build and own the houses the employees live to avoid local 

property taxes and jurisdiction of the local government” (Glass, 1992). 

• Location of Mill Villages: in North Carolina, at least 80% of all mill workers lived in villages owned 

by the mill. In the state the average charge for a house is $1 per room per month. The average house 



 

 

 190 

size is four rooms. The mill villages, as a rule, are on the outskirts of small cities, such as Greensboro 

(Bynum, 1928). For example, the Glencoe Cotton Mill and associated mill village was built on a 95-

acre site between 1880 and 1882. The Holt family, also the founder of Alamance factory, founded 

Glencoe Cotton Mill. Glencoe Mills was built along the Haw River where a sawmill and gristmill once 

stood. The mill produced a high quality cotton fabric, which was woven in many colors and designs. 

At its peak, the mill supported up to 500 people, and approximately half lived in the mill houses. The 

houses rented for 50 cents a week and land was provided for farming (Textile Heritage Museum, 

2004). The decision to build mills and villages nearby but not within city limits had a profound effect 

upon NC’s urban geography. Many towns such as Roanoke Rapids, Burlington, Concord, and Gastonia 

developed as confederations of mills villages connected by railroad and a downtown commercial 

district. Large sections of Durham, Greensboro, Winston-Salem, and Charlotte developed in a similar 

fashion. Despite the lack of density in the placement of mills, the textile industry was directly 

responsible for most of the urbanization that did occur (Glass, 1992). The following cities emerged due 

to the textile industry: 

o 1896: Greensboro emerged from a minor commercial center to an important textile city after the 

Cone family of Baltimore began its operations there. 

o 1884-1902: Durham: cotton and hosiery mills flourished under Carr and Erwin 

o 1887: Concord grew due to the investments of James W. Cannon who bought up smaller, 

undercapitalized mills. 

o 1887-1904: Gastonia: grew with the construction of 23 mills 

o 1907: Kannapolis: Cannon established a mill village that eventually grew to a population of 

35,000 and ranked as one of the largest unincorporated cities in the world. 

o 1910: Charlotte surpassed Wilmington as largest city in the state. 

o 1923: Textile “Cluster”: dominated by the textile industry, a state within a state had emerged in 

the piedmont region. The boundaries of this mini-state ran roughly from the Haw and Deep river 

valleys on the east to the foothills of the Appalachian Mountains on the west. This textile mini-

state consisted of a series of mills and mill villages linked by railroads and a publicly financed 

highway system. Control of both of those vital components remained in Charlotte, which by the 

mid-1920s served as the capital of the textile mini-state (Glass, 1992). 

• NC Urban Areas: 1990s: long after the sale of most company housing and the annexation of mill 

villages by municipalities, the state’s urban areas have retained the pattern established during the 

cotton mill campaign. The decision in that period to shun the city, to disperse factories, and to replicate 

as much as possible the atmosphere of the rural mill village has allowed North Carolinians to work in 
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industry but live in the country and is a major reason for the state’s unique standing as one of the most 

industrial but least urbanized states in the nation (Glass, 1992). 

North Carolina: Dynamics: Historic Limitations to Development  

 The following dynamics that occurred during the earlier formation of the North Carolina textile 

industry have had long-term implications for today’s industry. Several of the following limitations have led to 

the present day fragmentation within the industry.   

 The first set of dynamics relate to mentality of the early mill factory owners. Owners were satisfied 

with the way things were. Firms lacked “knowledge-changing” mentalities and had limited awareness of 

developments going on in the world around them. 

• 1828: Early Limited Awareness: NC mill workers are of purest American stock, with less than 1% 

foreign born. Yet, to the people in the mills, New England is almost like a foreign country. The market 

contrast in wages is of little concern. A wage of $3 a day in a NC mill is equivalent to $6 in New 

England (Bynum, 1928). 

• 1840: Historic Low Cost, Commodity Strategies: the industry’s essential characteristics: small, 

independently owned, locally financed, mostly water-powered mills run by imported technology and 

imported technicians and operated by local, low-wage workers—were in place by 1840 (Glass, 1992). 

• 1880-1900: Historic Reluctance to Process Upgrading: in 1880, despite the popularity of steam 

engines, they only provided 16% of the power used by NC cotton mills and steam power still only 

represented 64% of power used by NC cotton mills by 1900 (Glass, 1992). In 1890, of the 91 mills in 

operation in NC, over 70 solely or in part used water as a direct source of power, however the age of 

waterpower reached its peak around 1885. Despite this fact, a number of mill builders remained 

committed to waterpower—some into the early decades of the 20th century.  As late as 1900, despite 

the obvious limitations of waterpower for manufacturing purposes, mill men, geologists, and 

journalists carried on a serious debate about the advantages of water or steam power in the 

development of the textile industry (Glass, 1992). 

 North Carolina’s beginnings in the textile industry were also fragmented. North Carolina lacked the 

supply chain and supporting business environment infrastructure needed to build strong textile industry. 

Furthermore, firms did not have strong, equally-balanced relational linkages with other industries are 

geographic areas that did excel in these areas. 

• Lack of Market Economy to Attract Skilled Labor: North Carolina was an agricultural state well 

into the first quarter of 20th century because the state as a whole did not develop the kind of market 

economy that would lead or attract the kind of skilled labor required for the financing and operation of 

textiles mills and machinery (Glass, 1992). 
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• 1889-1908: Lack of Business Infrastructure: 13 textile mills built—helped lay development, but still 

lacked the creation of a true urban infrastructure that included engineering firms, financial institutions, 

department stores, and the home office of the Southern Power Company (Duke Power) (Glass, 1992). 

• 1885-1915: Lack of Inputs (Machinery and Finance) and Buyers: Most of the plants during this 

period were spinning mills that produced yarn for the weaving mills markets in Philadelphia and New 

York. Although a number of NC mills wove their own cloth in addition to making yarn, the national 

reputation of the state’s textile industry remained tied to the production of coarse yarns or “low 

numbered” yarns. These were lower-grade yarns that could be produced at a relatively lower cost with 

inexpensive equipment and an unskilled, rural labor force. Machinery still came from New England 

states (Glass, 1992). 

• 1890s: Lack of Machinery: the NC textile industry willingly accepted the machinery and the 

production standards developed in the shops of the Saco-Lowell Company, Whitin Machine Works, 

George Draper and Sons, and Crompton and Knowles who merely opened sales offices in the South.  

This dependency upon northern equipment producers prevented regional suppliers from offering 

serious competition (Glass, 1992). 

• 1890s: Lack of Local Finance: loans and credit from machinery suppliers made it possible for textile 

manufacturers to begin operations. Northern commission houses, interested in controlling new mills, 

also subscribed to stock offerings during this period. More commonly, however, promoters of the 

industry in the late 19th century appealed to local investors for the needed capital (Glass, 1992). 

• 1920s: Resulting, Fragmented Infrastructure: industrial pioneers had staked out positions near 

important river valleys and their counterparts in small towns had identified the connection between 

industrialization and the growth of an urban economy. Financed chiefly with local capital, these 

entrepreneurs built small factories, averaging 2,000 to 3,000 spindles (Glass, 1992). 

• 1920s: Lack of Local Industry Expertise: NC and southern mills depended on New England, and to 

a lesser degree England, for technical assistance in designing, equipping, and operating their textile 

mills and managing workers. They relied on the technology and technical expertise of northern 

engineers to manage their operations. They recruited workers from nearby farms or hired slaves from 

plantations instead of offering employment in the mills to immigrant labor (Glass, 1992). 

• 1950s: Lack of Cohesive Infrastructure: textile industry was family-owned, single operations, and 

decentralized (Conway et al., 2003). 

Industry: Analysis: Present 

Industry: Dynamics: Industry and Supplier Leaders 
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 Table 59 provides a listing of leading global textile input firms and textile component manufacturers 

using the methodology outlined in chapter three. These firms have the characteristics of being platform leaders. 

These firms would be good candidates to form relationships with or to recruit to North Carolina. 

Table 59: Important Suppliers: Textile Inputs and Components 

Firm Product Location Reports 
Important Textile Suppliers 
Huntsman 
Corp. 

Chemicals 
 

HQ: Salt Lake City, UT; 
Production: NC 

Leading: FF chemicals 
 

Dystar LP 
 

Chemicals 
 

US: Charlotte, NC: Global: 
Germany 

Leading: FF chemicals 
 

BASF 
 

Chemicals, Fiber US: Florham Park, NJ; 
Global: Germany 

Leading: FF chemicals; nylon resins 

Eeonyx Chemicals; SFIT Pinole, CA Leading SFIT company 
Ascend 
Performance  

Fiber Formally Solutia: SK Capital 
Partners; Saint Louis, MO 

Leading FF nylon resins; important 
company in FF synthetic fiber 

NanYa Plastics  
 

Fiber: Polyester 
 

US: Livingston, NJ; Global: 
Formosa, Taiwan 

Leading FF polyester; synthetic 
fibers 

Invista Fiber: Nylon Wichita, KS Leading FF polyester and synthetic 
DAK 
Americas  

Fiber: Polyester 
 

US: Charlotte, NC; Global: 
Alfa, Mexico 

Leading FF polyester; important 
company in FF synthetic fiber 

Lenzing Fiber; TT Axis, AL; Global: Austria Leading 50 TT firm 
DuPont  
 

Fiber; TT Wilmington, DE 
 

Leading 50 TT; leading FF nylon 
resins; auto materials; nonwovens 

DSM Dyneema  
 

Fiber; TT US: Greenville, NC; Global: 
Netherlands 

Leading 50 TT firms 
 

Propex 
Holdings Inc 

Fiber: Olefin; TT Chattanooga, TN Leading 50 TT firms; leading FF 
synthetic fiber; geosynthetics 

Performance 
Fiber Holdings 

Fiber: Polyester; 
technical textiles 

Richmond, VA; Global: Sun 
Capital, Boca Raton, FL 

Leading 50 TT firms; important 
supplier in FF polyester fiber 
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Table 59 continued 

Potential Platform Leaders: Textile Components 
Albany 
International 

Technical textiles Albany, NY 
 

Leading 50 TT firm 
 

Andrew 
Industries 

Technical textiles; 
nonwovens 

Southern Felt: North 
Augusta, SC 

Leading 50 TT firm 

Asahi Kasei 
Fibers  

Technical textiles; 
fiber  

U.S.: Goose Creek, SC 
Global: Japan 

Leading 50 TT firm 

Gamma 
Industrial 
Solutions  
 

Technical textiles; 
coated fabrics, 
filters, sailcloth, 
ticking 

US: Bekaert, Winston Salem, 
NC; Global: Netherlands  

Leading 50 TT firm 
 

Lantal Textiles 
 

Technical textiles; 
woven fabric 

US: Rural Hall, NC; Global: 
Switzerland 

Leading 50 TT firm 
 

Toray 
Industries 

Fabric; 
Ultrasuede 

US: New York, NY; Global: 
Japan 

Leading 50 TT firm 
 

Schoeller 
Textil (3XDry) 

Technical textiles; 
woven fabrics 

Seattle, WA; Global: 
Switzerland  

Leading 50 TT firm; Plunkett high-
tech textile (HTT) 

W.L. Gore and 
Associates 

Technical textiles Newark, DE 
 

Leading 50 TT; Plunkett HTT 

Milliken 
 

Cotton fabrics; 
SFIT 

Spartanburg, SC 
 

SFIT; DM US Textiles (08); 
Leading FF cotton fabric 

Ardica 
Technologies  

SFIT; heated 
fabric inserts 

San Francisco, CA Leading SFIT company 

Fibretronic  
 

SFIT; fabric 
switches; keypads 

US: Los Angeles, CA; 
Global: UK 

Leading SFIT company 

International 
Fashion 
Machines 

SFIT; sensors Seattle, WA Leading SFIT company 

Konarka SFIT; panels: 
photovoltaic 

Lowell, MA Leading SFIT company 

Outlast 
Technologies 

SFIT; PCM's; 
fabric, yarn, fiber 

Boulder, CO 
 

Leading SFIT company 
 

Polartec LLC 
 

SFIT; knitted 
fabric 

Lawrence, MA Leading SFIT company 
 

Sensatex  
(Smartshirt) 

SFIT; knitted 
fabric; t-shirt  

Bethesda, MD Leading SFIT company 

Textronics Inc 
(NuMetrex) 

SFIT; sensor 
fabrics/apparel 

Wilmington, DE Leading SFIT; Plunkett HTT 

Vivometrics 
(LifeShirt) 

Activewear; SFIT Ventura, CA Leading SFIT company 

TT: technical textiles. See Appendix for listings of global textile suppliers in technical textiles (Table 128) and 
smart fabrics and intelligent textiles (Table 129). 

Industry: Dynamics: Lead Firms 

 The following are micro strategy factors important to buyer’s in consumer markets regarding image, 

positioning, and cycle times. The most valuable asset to an apparel buyer is his brand’s image. Buyers look for 

suppliers that can also uphold this image and do not impose a risk to this valuable asset. Key areas affecting 
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brand image include product safety and /quality, social responsibility, and environmental practices.  Retailers’ 

purchasing and sourcing strategies are influenced by the product cycle and the brand positioning of the 

products’ offered.  Brands’ position themselves based on style/fashion, quality and cost. In most cases a brand is 

primarily associated with one area, but it also has minimum requirements and capabilities for all three areas 

(“10 ways”, 2009; “Industry insight”, 2009): 

• Style/Fashion: these brands are led by the need for innovation and R&D, fast turnaround, an effective 

design process with high success rates, and a vendor relationship focused on innovation. Fashion 

products have more frequent style changes and require a network of suppliers that can match the speed 

with which retailers are demanding new goods (“10 ways”, 2009; Driscoll & Wang, 2009b; Jassin-

O'Rourke Group, 2008; MSN, 2009). Suppliers can improve their competitiveness for fashionable 

items by: (a) focusing on design capabilities, product development, and marketing skills, (b) investing 

in information technology, (c) adopting total quality management (TQM) practices, and (d) planning 

production schedules better (Technopak, 2007). 

• Quality: maximizing quality requires R&D, technical innovation, fabrics and quality control. Product 

safety plays a prominent role in how consumers access value and is driving buyers’ to pay attention to 

the quality of their products (“10 ways”, 2009; International News Services, 2009b; Tucker, 2009). 

Quality is related to how well a product performs its functions including the product's overall 

durability, reliability, precision, ease of operation and repair, and other valued attributes (Kotler & 

Armstrong, 2004). 

• Cost: minimizing costs requires tight management of critical paths to avoid extra costs, manufacturing 

efficiencies, engineering designs to a tight budget, and visibility to all information across supply chain. 

Basic products are typically sourced from different countries and vendors than fashion products. Basic 

products are relatively standardized and do not require suppliers to have the ability to make frequent 

changes (“10 ways”, 2009; Driscoll & Wang, 2009b; MSN, 2009). 

Industry: Dynamics: External Governance: Institutions: Trade 

 The global proliferation of the textile supply chain has been largely driven by a long history of trade 

regulations. The apparel supply chain has historically been one of the most protected of all industries ranging 

from agriculture subsidies on input materials (cotton, wool, rayon) to a long history of quotas under the GATT’s 

short and long-term arrangements within the Multi-fiber Arrangement (MFA) and its successor under the WTO, 

the Agreement on Textiles and Clothing (ATC) (Adhikari & Yamamoto, 2007). 

 The MFA/ATC limited exports to the major consuming markets by imposing limits (quotas) on a 

country-by-country basis, to the volume of certain products that could be imported from different countries. The 

system was designed to protect the domestic industries of the US and the EU by limiting imports from highly 

competitive producing countries like China (Thoburn, 2009). Quotas penalized the more competitive suppliers 
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and benefited less competitive suppliers located in countries that had spare export quotas and whose only 

competitive advantage was low wages. These trade restrictions have contributed to the international 

fragmentation of the supply chain, where low-wage countries only sew together imported textile components. 

This fragmentation process began when exports from China reached their maximum levels under the quota 

system. Clothing assembly processes were then sub-contracted to low-wage, developing countries throughout 

the Asian pacific region, which had spare export quotas, such as Bangladesh (Audet, 2004). Prior to 2005, 

sourcing strategies were influenced to a great extent by the availability of quotas, required lead times for 

different kinds of garments, quality and price, MFA quota costs and availability, and import duties (Technopak, 

2007; Thoburn, 2009). 

 The removal of quotas on January 1, 2005 marked the end of 40 years of limited admittance to the 

markets of the European Union, Japan, and the United States (Mattson, 2006). Buyers and retailers became free 

to source textiles and apparel in any amount from any country (subject only to a system of tariffs and a narrow 

set of transitional safeguards that have since expired at the end of 2008). This has caused a tremendous flux in 

the global geography of apparel production and a restructuring of firm strategies and the nature of relationships 

that are well underway (Gereffi, 2004; Rasmussen, 2008a; Tewari, 2006).  

 Now that quotas have been removed, the global industry is faced with overcapacity creating intense 

competition in low cost countries. Quotas created too many factories in too many countries, and now these 

factories are competing for fewer orders. In the short-term, this has significantly raised the bar to be a global 

competitor; manufacturers must be more creative in the development of their products and services (Technopak, 

2007). Buyers are able to place stricter demands on manufacturers and are asking for better products (quality), 

more services, and faster turnaround times, all for lower costs. Suppliers must meet buyer demands to keep 

orders, increase volume, and hopefully reduce costs (Talking strategy: expert views on US apparel 

sourcing.2008). Adding to the situation, the removal of quotas also led to price reductions.  Because companies 

had to purchase quota allocation in some countries, quotas created an additional expense in the manufacturing 

cost equation. Once quotas were removed, there was a decline in unit values for products that had been limited 

by quotas (Hayashi, 2007; Martin, 2007), granting the most competitive countries an additional edge. Perhaps 

more importantly is the trickle down effect (Flanagan, 2005) on other countries that had to reduce their prices to 

compete with others’ prices in an effort to maintain orders in a more competitive environment. When this is 

coupled with the ongoing consolidation trend in the retail sector, the result is more power in the hands of the 

buyers. If one supplier does not meet a buyer’s criteria, he can easily switch to another supplier. This benefits 

global consumers by provided quality goods at lowering prices, but at the expense of globally suppliers vying 

for a small piece of the global retail environment. 

 In the long-term, it is costly for buyers to constantly search the globe for the most competitive prices. 

Buyers no longer have to jump around various countries and factories to dodge quota restrictions; they can 
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simply find a factory they like and stick with it. Buyers are nearing the end of this vetting process, and looking 

for long-term partnerships with suppliers as a strategy to minimize costs, maximize quality, and optimize lead 

times. Factories that do not “make the cut” are falling by the wayside thus creating a more balanced supply and 

demand equation (Talking strategy: expert views on US apparel sourcing.2008). Suppliers that have proven 

their ability to deliver will form partnerships with buyers. In order to deliver on buyers requirements, these 

strategic suppliers are taking on the responsibility of building factories or contracting with outside firms in other 

countries in order to provide the cost, quality, and flexibility desired by the buyers for their various markets and 

products. 

 This is part of an ongoing evolution in manufacturer-buyer relationships caused not only by quota 

elimination and the excess supply it created, but also by retail consolidation, increasing compliance criteria, and 

accelerated by the recent economic recession. The industry has evolved from contractors, to full package 

providers, and is now moving towards manufacturing partnerships that increase efficiency along the entire chain 

(“Talking strategy”, 2008). One can argue that the recession as increased this “weeding” out process to a more 

manageable equilibrium of buyers and suppliers. Suppliers that have not upgraded their skills, services or 

relationships with buyers are quickly losing market share or going out of business. 

 Since 2008, there has been an overall decline in trade regulation and more garment-importing countries 

have removed barriers to clothing trade than ever before, making the last two years the least protected period on 

record (Driscoll & Wang, 2009b; just-style.com, 2009a). Due to the economic recession, there have been some 

short-term protectionist measures, but overall, international trade legislation is at its lowest point in recent 

history (Frederick & Gereffi, 2009a; Frederick & Gereffi, 2009e). 

Industry: Dynamics: External Governance: Institutions: Trade: Specific Regimes 

 Currently the United States has free trade agreements in place with 17 countries. Key free trade 

agreements for textiles and apparel include NAFTA and DR-CAFTA. The U.S. has also created several special 

access programs and trade preference programs, which allow selected countries to receive non-reciprocal duty-

free access into the United States market. Key preference programs include CBI, the 807/9802 arrangements, 

AGOA, ANDEAN, and HOPE. See Appendix: U.S. Institutional Trade Statistics and Programs for details on 

these agreements and for U.S. imports based on these programs and agreements. 

 Another category of trade-related policies includes the Qualifying Industrial Zone Initiative (QIZ). In 

1996 it was established by the US Congress to support the Middle East peace process. The initiative allows 

Egypt and Jordan to export products to the United States duty-free, as long as these products contain inputs 

from Israel. QIZ legislation allows the President to eliminate duties on article produced in the West Bank, Gaza 

Strip, and qualifying industrial zones in Jordan and Egypt. To receive duty-free access, products must be 

produced in designated QIZ factories and meet specific rules of origin. Egypt’s QIZ began in 2004, and it 

allows textiles and clothing exported by the QIZ receive duty-free access in the U.S. market, in an agreement 
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signed between US, Egypt, and Israel in 2004 (Hayashi, 2007; International News Services, 2008). In order for 

an Egypt QIZ article to be eligible for duty-free entry into the United States, QIZ factories must add at least 

35% to the value of the article. The 35% minimum content can include costs incurred in Israel, Egypt, or the 

United States. Egypt and Israel have agreed that each must contribute at least one-third (11.7%) of the 35% 

minimum content requirement. In October 2007, the Israeli content requirement was lowered to 10.5%. 

Qualified Industrial Zones are subject to rules of origin that require 35% Jordan, U.S. or Israel content as well 

(U.S. International Trade Administration (ITA), 2010).  

Industry: Dynamics: External Governance: Institutions: National Legislation 

 The first area related to national legislation includes government and military procurement practices. 

The United States, along with 12 other countries and the 27 European Communities, has signed the WTO 

Government Procurement Agreement. This agreement promotes equal, global access to government 

procurement, but allows for special domestic sourcing provisions. In the United States, there are two key 

amendments that are in accordance with the WTO policy. These include the Berry and Kissell Amendments, 

which require select goods for the U.S. military to be manufactured in the United States when available. The 

next are involves U.S. subsidies. For the U.S. textile industry, subsidies only stem from goods that are made 

from agricultural inputs, such as cotton. These are regulated under a series of Farm Bills that protect and 

promote the domestic cotton industry. The third area includes proposed legislation in the Cap and Trade bill for 

clean energy. See Appendix for details on each of these areas.  
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Table 60: Trade-Related Institutions: Safeguards, Customs, Trade and Border Protection 

Institution Description 
U.S.-China Memorandum of Understanding (MOU) for trade in textile and apparel 
products was implemented on January 1, 2006 and ended on December 31, 2008. It covered 
34 categories (which represented 1/3 of China’s textile and apparel exports to the US in value 
terms) of clothing and textiles. The growth rates in the quota limits varied from category to 
category, however in general, for apparel, the increase of imports was set at 10% in 2006, 
12.5% in 2007, and 15% in 2008. For textiles, the annual allowable allowance rate of increase 
was set at 12.5% in 2006 and 2007, and 15% in 2008. As part of the agreement, the US 
agreed to not implement any China-specific safeguards on any textile or apparel product 
integrated into GATT before Jan. 1, 2002, on any product in the agreement, and to exercise 
restraint in implementing safeguards on any products not covered by agreed-upon levels. 
CITA terminated requests for safeguards on imports from China on Nov. 23, 2005. The 
parties also agreed to cooperate in enforcing the levels and preventing circumvention by 
transshipment, falsification of official documents, and any other means. To assist in the 
administration of the agreement, both sides agreed to establish an electronic visa (export 
license) system (ELVIS). Export visas were allocated among Chinese exporters via an 
electronic bidding process and had to pay for the opportunity to export restricted clothing and 
textiles to the United States. In 2006: none of the 22 separate quotas established in the MOU 
were fully utilized (Hayashi, 2007; Jones, 2006; Martin, 2007). 
China Safeguards Round 3: June-Dec. 31, 2005, quotas were set for 10 separate clothing 
and textile MFA categories. The sock arrangement was extended past Oct. 28, 2005. Effects: 
China announced on Dec. 15, 2004 it would impose export taxes of 2-4% on certain textile 
and apparel products, to encourage export of high value-added products and optimize the mix 
of Chinese textile products. In response to US and EU pressure, China announced it would 
increase export taxes on 74 categories beginning on June 1, 2005. 
China Safeguards Round 2: October 28, 2004: Requested a consultation with China on 
cotton, wool, and man-made fiber socks, imposed quota from Oct. 29, 2004-Oct. 28, 2005. 

China 
Safeguards 

China Safeguards Round 1: Dec. 24, 2003: U.S. requested a formal consultation with China 
on safeguards for three products (knit fabric, brassieres, and robes/dressing gowns) resulting 
in a 7.5% quota on these products for 12 months (ended Dec. 23, 2004) (Jones, 2006). 

Border Tax 
Bill 

Introduced in the Senate by Senator Lindsey Graham (R-SC). Legislation would direct the 
USTR to negotiate fair border tax arrangements with other countries by Jan 2010. Since the 
US does not have a VAT system or any other border taxes, there is not a mechanism to offset 
foreign border tax subsidies, which places US manufacturers at a competitive disadvantage. 

10+2 Program Importer Security Filing and Additional Carrier Requirements: effective January 26, 2009. 
Requires importers and ocean carriers to electronically submit ten and two additional data 
elements respectively to CBP on U.S. destined vessels. Importers must submit data on their 
shipments with the U.S. CBP no later than 24 hours before loading on an ocean carrier 
headed to the U.S. or a FTZ (Barrie & Ayling, 2009). 

TRADE Act Trade Reform, Accountability, Development and Employment Act: introduced in June 2009. 
Calls for a comprehensive review of the major trade pacts serving as models on which US 
trade agreements have been based before any new agreements can be negotiated or ratified.   

Customs and 
Trade Act 

Customs Facilitation and Trade Enforcement Reauthorization Act of 2009: introduced August 
2009; designed to curb illegal imports and facilitate legitimate trade. 

OUTDOOR 
Act  

Optimal Use of Trade to Develop Outerwear and Outdoor Recreation Act: introduced July 
2009. It would reduce tariffs on imported recreational performance outerwear. The Outdoor 
Industry Association (OIA) is supporting the creation of the Sustainable Textile and Apparel 
Research (STAR) fund within the legislation. Companies benefiting from the reduced tariffs 
would contribute to funding research into sustainable manufacturing processes. 
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Industry: Dynamics: External Governance: Institutions: Standards 

Table 61: Product and Process Safety, Quality, Social and Environmental Standards and Requirements 

Area Standards and Requirements 
Import 
Requirements 

Food, Conservation, and Energy Act of 2008: Lacey Act: new requirements for 
importers of goods made from wood or plants. The scope is extraordinarily broad, as it 
applies to “any wild member of the plant kingdom, including textiles made from plant-
based fibers. Although the scope has not been precisely defined, based on the language of 
the law, it appears that covered products will include furniture (of wood, particle board, 
etc), textile and apparel products of rayon, and items of clothing with wooden buttons.  A 
coalition of 18 apparel groups want to have this modified to exclude HTS chapters 50-65 
and subheading 4202 because textiles undergo significant processing from plants (Barrie 
& Ayling, 2009). 

Export 
Requirements 

REACH: regulations affect all chemical exports to the European Union. Aims to 
encourage safe and eco-friendly chemical production through regulations and mandatory 
labeling effective June 1, 2007. Prior to implementing, the European Commission ordered 
a study on the impact of REACH on the textile and clothing sector. Research discovered 
that the European textile supply chain uses about 1500 basic and 1500 specialty chemical 
substances, and the suppliers of these chemicals (only about 50 companies) are nearly all 
based in Europe (De Coster, 2007). 

Consumer  
Product 
Safety: 
Improvement 
Act (CPSIA) 

Administered by the Consumer Product Safety Commission (CPSC). 
• Lead: content rules for plastics, surface coatings, prints in children’s products became 

law Aug 14, 2008 in all products marketed to children 12 years of age or younger. 
Levels started at 600ppm, but after Aug. 14, 2009, acceptable levels dropped to 300 
PPM, and after Aug. 14, 2011, to 100 PPM (AAFA, 2009). Certification was pushed 
back until February 2010; all products have to be certified/tested by a third party lab 
certified by CPSC and a certificate (may be electronic) must accompany the products 
and be given to distributors and retailers. CPSC decided to exempt all textile products, 
including natural and manufactured fibers, from the CPSIA lead testing requirements. 
It did not exempt non-textile apparel components: buttons, zippers, trim, or fasteners.  

• Phthalates: in toys and child care articles. Phthalates are commonly used as 
plasticizing agents and are also found in printing ink and textiles. 

• Tracking Labels: CPSIA called for tracking labels to be applied to all children’s 
products (domestically manufactured and imported) effective August 14, 2009. A 
permanent label must be applied to the product and packaging that identifies the 
location, date of production, and batch number of products making it possible for the 
ultimate purchaser to track safety problems and recalls by the label’s information. 

Safety: Flame 
Retardant 

Home Furnishings-Specific: Flame Retardant (FR) Requirements: There are no 
national U.S. regulations for testing flammability of contract fabrics; only regulations 
provided by local fire officers or building code officials (“International Rayon”, 2007). 
• California Technical Bulletins (TB 116, TB 117 Section E and TB 133). California 

is one of the few states that provide both mandatory and voluntary regulations. The 
Boston Fire Department and the New York/New Jersey Port Authority adopt TB 133. 

Quality 
Process:  
ISO 9000 

Quality Management Standards: the ISO 9000 family of standards represents an 
international consensus on good quality management practices. It consists of standards and 
guidelines relating to quality management systems and related supporting standards. 
• ISO 9001: 2008: Quality Management Systems: provides a set of standardized 

requirements for a quality management system, regardless of what the organization 
does, its size, or in the private, or public sector. It is the only standard in the family 
against which organizations can be certified – although certification is not a 
compulsory requirement of the standard. 
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Table 61 continued 

Quality 
Product: 
BIFMA 

Home Furnishings-Specific: Business and Institutional Furniture Manufacturer’s 
Association Standards: Contract Furniture Product Standards 
• BIFMA Tex4.1-2005 Standard for Woven Textile Characteristics: defines policies 

for textile flaws and provides a common basis for differentiating the face from the back 
of a woven textile fabric and the top of the pattern. Other BIFMA standards exist for 
furniture, but this is most applicable to textile fabrics. 

Social: BSR Apparel, Mills, and Sundries Working Group: retailers and brands in addition to textile 
suppliers: goal to set a consistent set of expectations and to achieve fair, safe, and 
environmentally friendly working conditions.  

Social: WRAP Worldwide Responsible Production 
Sustainable 
Oeko-Tex 

Standards regulated by the Oeko-Tex consortium established in 1992 by the Austrian Textile 
Research Institute and the German Hohenstein Research Institute. Today the consortium 
represents 14 textile research and test institutes in Europe and Japan. There are two 
certification schemes: 
Oeko-Tex 100: sets standards for final products It certifies that products are free of harmful 
substances and are therefore safe for human health and the environment. 
Oeko-Tex 1000: sets standards for final products and the complete production process and 
the environmental management system. 

Sustainable 
GGHC 

Healthcare Industry: Green Guidelines for Healthcare (GGHC): guide for healthy and 
sustainable building design, construction, and operations for the healthcare industry.   

Sustainable 
MBDC 

McDonough Braungart Design Chemistry, LLC (MBDC): for-profit organization. 
Cradle-to-Cradle Certification: eco-intelligent design: certification requires a third-part 
sustainability label that requires achievement in multiple areas. Four levels: Basic, Silver, 
Gold, and Platinum. Certification applies to materials, sub-assemblies, and finished products. 

Environmental 
LEED 

Leadership in Energy and Environmental Design (LEED) Green Building Rating 
System™: third-party certification program and the nationally accepted benchmark for the 
design, construction, and operation of high performance green buildings. Developed by the 
U.S. Green Building Council (USGBC). LEED-CI: LEED for Commercial Interiors 

Environmental 
ISO 

ISO 14000 Environmental Management Standards (EMS): these standards relate to ways 
an organization can minimize harmful effects on the environment caused by its activities, and 
to achieve continual improvement of its environmental performance The two fundamental 
standards are ISO 14001 and ISO 14004 Other standards within this family address specific 
environmental aspects including: labeling, performance evaluation, life cycle analysis, 
communication, and auditing: 
ISO 14001: 2004: specifies requirements for an EMS to enable an organization to develop 
and implement a policy and objectives which take into account legal requirements and other 
requirements to which the organization subscribes, and information about significant 
environmental aspects. It applies to environmental aspects that the organization identifies as 
aspects it can control and can influence It does not itself state specific environmental 
performance criteria. 
ISO 14004: 2004: provides guidance on the establishment, implementation, maintenance and 
improvement of an environmental management system and its coordination with other 
management systems. The guidelines in ISO 14004:2004 are applicable to any organization, 
regardless of its size, type, location or level of maturity. While the guidelines in ISO 
14004:2004 are consistent with the ISO 14001:2004 environmental management system 
model, they are not intended to provide interpretations of the requirements of ISO 
14001:2004. 
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Industry: Dynamics: Product and Market Trends 

 The following are key technologies and market trends that are emerging and will potentially impact all 

technical textiles markets in the near future. Companies should be aware of, if not involved in (Wilson, 2008; 

(International Newsletters Ltd., 2008; Technopak, 2007): 

• Finishing: Coating and laminating technologies and plasma treatments 

• Nanotechnology 

• Information technology and computing 

• Smart and intelligent textiles 

• Composites: growth in use of carbon fibers has been dramatic, at around 8% a year by volume 

between 1997-2007, and there is currently a shortage in supply, with demand from the aerospace 

industry drying out the market  

• Environmental Concerns: Innovation is also being driven by scarcity of resources. This is related to 

the rise of environmental concerns leading to opportunities in new product and process development. 

Opportunities exist to develop new fibers, innovative processes and manufacturing equipment that 

consume less water, biotechnological processing. 

 Technical textile materials have been used in various products for centuries, yet there are two 

differences that distinguish today’s industry from the past. First, is the collective recognition of these materials 

as “textiles” and recognition of their collective growing presence in multiple, diverse final products and 

markets. Furthermore, there is a growing recognition of the economic and strategic potential of such textile 

materials to the processing industries of both industrial and industrializing countries. An outstanding feature of 

the technical textiles industry is the range and diversity of raw materials, processes, products, and applications 

that it encompasses. According to David Rigby Associates, world production and consumption of technical 

textiles and industrial nonwovens in 2000 amounted to just over 167 million tons of fiber and polymer with a 

finished textile product value of US$929 billion (Table 62). In weight terms, this represents some 27% of the 

estimated 622 million tons of fiber consumed across all end-uses (David Rigby Associates, 2002). 
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Table 62: World End-Use Consumption (Volume (‘000)): Final Textile Product by Application: 2000 

End-use   Application 
Area Un-

spun  
% Woven 

fabric 
% Knitted 

Fabric 
% Nonwoven 

Fabric 
% Yarn 

products 
% Other 

fabric 
% Total 

Agriculture 0 0.0 368 5.7 116 21.4 64 1.7 647 41.2 186 58.9 1381 
Construction 834 20.8 194 3.0 48 8.9 566 14.7 0 0.0 6 1.9 1648 
Apparel 227 5.7 86 1.3 112 20.7 551 14.3 262 16.7 0 0.0 1238 
Geotextiles 0 0.0 111 1.7 16 3.0 128 3.3 0 0.0 0 0.0 255 
Home Furnish 732 18.3 845 13.1 29 5.4 467 12.1 113 7.2 0 0.0 2186 
Industrial 1230 30.7 458 7.1 12 2.2 453 11.8 52 3.3 0 0.0 2205 
Medical 189 4.7 106 1.6 20 3.7 1228 31.9 0 0.0 0 0.0 1543 
Transportation 736 18.4 1151 17.9 78 14.4 249 6.5 211 13.4 53 16.8 2479 
Packaging 0 0.0 2220 34.5 18 3.3 51 1.3 263 16.8 0 0.0 2552 
Protection 0 0.0 157 2.4 29 5.4 52 1.4 0 0.0 0 0.0 238 
Sports Leisure 55 1.4 735 11.4 64 11.8 42 1.1 22 1.4 71 22.5 989 

Total 4,004  6,432  541  3,851  1,570  316  16,714 
Environmental 0  45 0.7 0  170 4.4 0  0  214 
Data Source: (David Rigby Associates, 2002); P 16.30; Table organized and calculated by Frederick, S. 
(2009). %: Application Area's % of Final Textile Product's Total Volume. 
 
 Table 63 outlines predicted market trends for technical textiles between 2000 and 2010.  

Table 63: World End-Use Consumption of Technical Textiles by Application Area 

[Ranked by volume and value (2000), predicted rank (2010), and predicted growth rates] 

 Volume Value 
Application Area Rank 

2000 
Rank 
2010 

Rank Growth 
2000-2010 

Rank 
2000 

Rank 
2010 

Rank Growth 
2000-2010 

Packaging 1 1 8 10 10 6 
Transportation 2 2 10 1 1 12 
Industrial 3 3 4 3 2 3 
Home Furnishings 4 4 12 4 5 11 
Construction 5 5 3 6 4 4 
Medical 6 6 5 8 7 5 
Agriculture 7 7 7 7 8 7 
Apparel 8 8 11 5 6 9 
Sport 9 9 9 2 3 8 
Geotextiles 10 10 2 12 12 2 
Protection 11 11 6 9 9 10 
Environment 12 12 1 11 11 1 

Source: (David Rigby Associates, 2002) p. 210 

 In 2008, the following end-use markets were predicted to be strong growth areas for technical textiles 

(Smith, 2008): 

• Agriculture: predicted to grow—most textile inputs are nonwovens 

• Medical: growing—most opportunities in nonwovens, but some for woven/knit too 

• Transportation (Aerospace): growth will largely be in un-spun fiber/composites 
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• Environmental (Energy areas, clean up environment) 

• Protection (Protective clothing—including military) 

• Packaging: most growth potential for textiles will be in nonwovens 

• Geotextiles: includes growth in roads and infrastructure projects 

 On the other hand, the following end-use markets were predicted to have weak, static or declining 

markets (Smith, 2008): 

• Transportation: (automotive) 

• Construction (house/building construction) 

• Apparel: technical components of apparel, mostly in nonwovens  

• Home: components of home furnishings—mostly going offshore 

• Sports: leisure products 

• Industrial: decline in industrial fabric uses 

Industry: Dynamics: Needs 

 The following are various textile complex needs and weaknesses collected from secondary sources. 

Common themes include industry requirements, standards, better awareness, education and training. 

• High quality production and the fulfillment of standards and legislation are crucial. Proper 

understanding of, and ideally involvement in, the process of developing standards and test methods is 

needed Independent testing can be time-consuming and costly, but is essential to demonstrate the 

added value for which the manufacturer will charge a premium price (Wilson, 2008). 

• A lack of established industry standards relating to performance textiles can make it difficult to 

compete, differentiate, and “sell” your product (Nelson, 2008) 

• Establishing these standards are critical for competing in this sector and will benefit new product 

development processes, as well as provide a method for comparing products throughout the supply 

chain equally (Nelson, 2008). Having standards enables firms to become “certified” Obtaining 

standard certifications, such as the ISO 14000 and ISO14001 environmental certifications, can be used 

by a firm to gain strategic advantage over non-certified competitors (David, 2008) 

• With power existing further downstream, it is imperative for companies to connect with customers. 

Close partnerships are needed through the supply chain including the retail sector and end-use 

consumers as well as with non-retail customers (Nelson, 2008). 

• Companies should understand the strengths and weaknesses of their businesses and match and/or 

develop these to match the needs of the market sectors they intend to operate in. Profound 

understanding of the market sectors is key (Wilson, 2008). 
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• Companies need to stay focused on their chosen market sectors and to understand that the technical 

requirements and the nature of the markets themselves will change constantly Constant innovation (of 

technology and marketing) is required to counter these changes (Wilson, 2008). 

• Firms must know the competition, including the competitive environment, competing companies, and 

market dynamics, including opportunities for product differentiation and niche markets (Nelson, 2008). 

Firms must also assure that their supply chain is keeping up with innovative and understand consumer 

demands, as well as understand the newest performance technologies (Nelson, 2008). 

• Protection of IP (such as patents and trademarks) is helpful (Wilson, 2008) 

• Environmental regulations and recycling issues are having an impact on the composites industry, most 

notably in Europe and Japan in respect of emissions of volatile organic compounds and carbon dioxide. 

Dictates are not yet in place in the USA or China. In fact, the only restriction China currently faces is 

very minor legislation in respect to carbon dioxide emissions (International Newsletters Ltd., 2008). 

• Education and training, both of the company’s own staff as well as its potential customers, should be 

considered (Wilson, 2008). 

• There is a need for a better understanding of technical applications (geotextiles, agricultural, and other 

sub-sectors) that comprise the performance textile area (Nelson, 2008). 

• Very technical applications are not as price sensitive as apparel and retail focused distributional 

channels. Technical products rely heavily on performance attribute identification and education to the 

customer (Nelson, 2008). 

Governance: Internal: Identify Lead Firms 

Apparel: Identification of Types of Lead Firms 

 Several resources were collected and analyzed to determine the types of lead firms present in the 

apparel market (see chapter three methodology for listing of sources). The first type of lead firm in the apparel 

market includes final product brand manufacturers and marketers. This type of lead firms mainly produces 

national brands that are sold in multiple retail outlets. In the United States, about 10 sizeable companies are 

responsible for existing national brands. These currently account for about 16% of all U.S. wholesale apparel 

sales. Other apparel is about 84% of all apparel distributed and is comprised of small brands and private-label 

goods (Driscoll & Wang, 2009b). Table 64 lists major U.S. apparel companies ranked by sales. Additional 

sources and tables for national brands are listed in Appendix: Apparel Buyers. 



 

 

 206 

Table 64: S&P Major U.S. Apparel Companies (Ranked by Sales, Values in $US Billions)  

Rank Company FYE Sales FYE Sales  FYE Sales  
1 Nike May-07 16.3 May-08 18.6 May-09 19.2 
2 V.F. Corp Dec-07 7.2 Dec-08 7.2 Jan-09 7.6 
3 Polo Ralph Lauren Mar-07 4.3 Mar-08 4.9 Mar-09 5.0 
4 Liz Claiborne Dec-07 4.6 Dec-07 4.6 Jan-09 4.2 
5 Hanesbrands Dec-07 4.5 Dec-07 4.5 Jan-09 4.0 
6 Jones Apparel Group Dec-07 3.8 Dec-07 3.8 Dec-08 3.6 
7 Phillips-Van Heusen Jan-08 2.4 Jan-08 2.4 Feb-09 2.5 
8 Quicksilver Oct-07 2.4 Oct-08 2.3 Apr-09 2.1 
9 Warnaco Dec-07 0.0 Dec-07 1.8 Jan-09 2.1 
10 Timberland Dec-07 1.4 Dec-07 1.4 Jan-09 1.5 
11 Carter’s Inc Dec-07 1.4 Dec-07 1.4 Dec-08 1.4 
12 Wolverine Dec-07 1.2 Dec-07 1.2 Jan-09 1.2 
13 Oxford Industries May-07 1.0 Jan-08 1.0 Jan-09 0.9 
 Kellwood Nov-07 2.0 Nov-07 2.0 -- -- 
 New Balance (private) Dec-06 1.6 -- -- -- -- 

Sources: (Driscoll & Wang, 2009a; Driscoll & Wang, 2009b; Standard & Poor's, 2008) from company reports 
 
 The next type of lead firm includes specialty apparel retailers. These are firms that develop and retail 

private-label brands that often have the same title as the stores’ name. Specialty retailers and brands are often 

ranked in the same category as seen in Table 65. See Appendix: Apparel Buyers for additional U.S. clothing 

brands, specialty retailers and shares.  

Table 65: IBIS: U.S. Men, Women, and Family Clothing Stores Apparel Market Shares: 2008  

Company Men’s Share  Women’s Share Family Share 
The Men's Wearhouse, Inc. 16.0%   
Jos. A. Bank Clothiers, Inc. 5.2%   
Phillips-Van Heusen Corporation 5.2%   
Charming Shoppes, Inc.  6.9%  
Ann Taylor Stores Corporation  5.3%  
The Talbots, Incorporated  5.2%  
TJX Companies, Incorporated   21.4% 
The Gap, Incorporated   14.9% 
Ross Stores, Inc.    6.9% 
Top 3 players’ Industry Revenue Market Share 26.4% 17% 43% 
Casual Male Retail Group, Inc. 4.6%   
Limited Brands  3.4% (est.)  
Gruppo Ermenegildo Zegna  4% (est.)   
Brooks Brothers  2.5% (est.)   
Dress Barn  3.3% (est.)  
New York and Company  2.5-3.0% (est.)  
Cato  1.5-1.9% (est.)  
Abercrombie and Fitch   4.3 % (est.) 
Stein Mart   Mentioned 

Sources: Men (IBISWorld, 2008g); Women (IBISWorld, 2009o) Family (IBISWorld, 2009f). 
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Table 66: World Clothing Company Shares (by Global Brand Owner): 2005 and 2008 

 [Retail Value (RSP - $US Billion), Rank by Retail Value and RSP (% breakdown)] 

 2005 2008 Company/Global Brand 
Owner Country Value Rank % Share Value Rank % Share 

Gap Inc, The U.S. 14.5 1 1.6 12.6 1 1.2 
Hennes and Mauritz (H&M) Sweden 7.3 2 0.8 10.3 2 1 
INDITEX Spain 6.0 3 0.7 8.0 3 0.7 
VF Corp U.S. 5.6 4 0.6 6.2 4 0.6 
C&A Germany 4.5 7 0.5 6.0 5 0.6 
Limited Brands Inc U.S. 5.6 5 0.6 5.8 6 0.5 
Marks and Spencer Plc U.K. 5.2 6 0.6 5.3 7 0.5 
Abercrombie and Fitch Co U.S. 3.6 10 0.4 5.3 8 0.5 
Next Plc U.K 3.6 11 0.4 4.0 9 0.4 
Liz Claiborne Inc U.S. 4.4 8 0.5 3.9 10 0.4 
Cofra Holding AG Switzerland 2.6 15 0.3 3.2 11 0.3 
American Eagle Outfitters U.S. 2.2 19 0.2 3.2 12 0.3 
Levi Strauss and Co U.S. 2.6 14 0.3 3.1 13 0.3 
Hanesbrands Inc U.S. - - - 2.9 14 0.3 
World Co Ltd Japan 2.3 18 0.3 2.9 15 0.3 
Arcadia Group Ltd U.K 2.6 16 0.3 2.9 16 0.3 
Jones Apparel Group U.S. 3.6 9 0.4 2.9 17 0.3 
Onward Kashiyama Co Ltd Japan 2.5 17 0.3 2.8 18 0.3 
Edcon Holdings Pty Ltd South Africa 2.7 13 0.3 2.7 19 0.3 
Triumph International AG Switzerland 1.8 23 0.2 2.4 20 0.2 
Talbots Inc U.S. 1.6 27 0.2 2.4 21 0.2 
Associated British Foods U.K. 1.4 32 0.2 2.2 22 0.2 
Benetton Group SpA Italy 1.1 44 0.1 2.2 23 0.2 
Etam Developpement SA France 1.5 28 0.2 2.2 24 0.2 
Aoyama Trading Co Ltd Japan 1.8 22 0.2 2.1 25 0.2 
Top 25 (2008 Basis) Totals  90.6  10.2 107.3  10.3 
Top 26-59 Totals  40.4  4.4 48.6  4.6 
Private Label  155.1 - 17.2 176.5 - 16.4 
Others  617.2 - 68.3 737.4 - 68.6 
Total  903.4 - 100 1,069.9 - 99.6 

Source: (Euromonitor, 2009) 

 
 The final group of apparel lead firms includes mass merchant retailers that sell private-label brands 

exclusively at their retail locations. Retailers’ private label brands have been increasing in the total share of 

apparel product sales. Initially retailers began to distribute private-label merchandise a means to lift sales and 

profit levels. They have since realized that private labels can help stores establish unique marketplace identities 

and build customer loyalty. Retailers that develop proprietary brands use in-house design teams and outsourced 

manufacturing capacity, often by direct foreign product sourcing. By eliminating the middleman associated with 

national brands, retailers can shave costs and widen profit margins, as well as offer customers more compelling 

price-value propositions. Private-label products allow retailers to exercise greater quality control and respond 
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faster to marketplace opportunities than they can with other manufacturers’ goods. Drawbacks include extensive 

advertising and marketing support at initial launch because they most compete with well-established national 

brands that have become benchmarks for product quality, style, and value. The potential payoffs appear to 

outweigh risks (Asaeda, 2008; Souers, 2008). In 1993, private-label programs made-up about 25% of the total 

U.S. apparel market (Gereffi, 1997). 

Table 67: Freedonia: Significant U.S. Retailers of Men’s and Women’s Apparel: 2007 

[Leading (Top 3) Importer Retailers, Gender Focus, Athletic Focus, or Catalog/Internet Sales] 

Firm Men Women 
Macy’s  Leading (Department Store) Leading (Department Store) 
Gap Leading (Specialty Store) Leading (Specialty Store) 
Walmart Leading (Mass Merchandiser) Leading (Mass Merchandiser) 
Sears Holdings Department: Important Department: Important 
JC Penney Department: Important Department: Important 
Kohl’s Department: Important Department: Important 
Target Mass Merchandiser: Important Mass Merchandiser: Important 
TJX Companies Discount: Important Discount: Important 
Nordstrom Department: Important Department: Important 
Dillard’s Department: Important Department: Important 
Abercrombie and Fitch Specialty: Focus on men’s apparel  
American Eagle Outfitters Specialty: Focus on men’s apparel  
Brooks Brothers Specialty: Focus on men’s apparel  
J Crew Specialty: Focus on men’s apparel  
Jos. A. Bank Clothiers Specialty: Focus on men’s apparel  
Men’s Warehouse Specialty: Focus on men’s apparel  
Talbots  Specialty: Focus on women’s apparel 
Ann Taylor  Specialty: Focus on women’s apparel 
Charming Shoppes  Specialty: Focus on women’s apparel 
Footlocker Specialty: Focus on athletic apparel Specialty: Focus on athletic apparel 
Dick’s Sporting Goods  Specialty: Focus on athletic apparel Specialty: Focus on athletic apparel 
L.L. Bean  Specialty: smaller, catalog/Internet sales 
Lands’ End (Sears)  Specialty: smaller, catalog/Internet sales 
Sources: Men: (Freedonia, 2008g); Women: (Freedonia, 2008p) 

Apparel: Identification of Leading Lead Firms 

 Next, these sources were consolidated following the process outlined in chapter three to determine the 

most important lead firms in each area (Table 68 and 69). 
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Table 68: Important Apparel Brand Marketers and Specialty Apparel Retailers 

 Firm Brands Location 
Apparel Brand Marketers (14) 
1 Nike Nike Beaverton, OR 
2 Carter's Inc Carter's, Oshkosh Atlanta, GA 
3 VF Corp  Lee, Wrangler, North Face, Nautica, Seven Greensboro, NC 
4 Liz Claiborne  Liz Claiborne, Juicy, Lucky, DKNY New York, NY 
5 Hanesbrands Hanes Winston Salem, NC 
6 Polo Ralph Lauren Corp Polo Ralph Lauren New York, NY 
7 Jones Apparel Group Inc Nine West, Anne Klein, Gloria Vanderbilt, L.E.I New York, NY 
8 Phillips-Van Heusen PVH, IZOD, Geoffrey Beene, Sean John New York, NY 
9 Kellwood Co Sag Harbor, My Michelle, XOXO, Baby Phat Saint Louis, MO 

10 Levi Strauss and Co Levi's, Dockers, Levi's Signature San Francisco, CA 
11 Warnaco Group  Warnaco New York, NY 
12 Oxford Industries  Tommy Bahama, Ben Sherman, Lanier Clothes Atlanta, GA 
13 Timberland Co. Timberland Stratham, NH 
14 Perry Ellis International Perry Ellis Miami, FL 
Apparel Specialty Retailers (15) 
1 American Eagle 

Outfitters  
American Eagle Pittsburgh, PA 

2 Abercrombie & Fitch Abercrombie & Fitch, Hollister New Albany, OH 
3 Guess? Inc Guess Los Angeles, CA 
4 Chico's Inc Chico's, White House/Black Market Fort Myers, FL 
5 Urban Outfitters Anthropologie Philadelphia, PA 
6 Jos. A Bank Clothiers Jos. A Bank  Hampstead, MD 
7 Gymboree Corporation Gymboree San Francisco, CA 
8 Aeropostale Inc Aeropostale New York, NY 
9 J Crew Group Inc J Crew New York, NY 

10 Limited Brands Inc Victoria Secret Columbus, OH 
11 Ann Taylor Retail Inc Ann Taylor New York, NY 
12 Gap Gap, Old Navy, Banana Republic San Francisco, CA 
13 Charming Shoppes Lane Bryant, Fashion Bug, Catherine’s Bensalem, PA 
14 Men's Wearhouse Inc Men’s Wearhouse Houston, TX 
15 Talbots Inc  Talbot's Hingham, MA 

Sources: (Driscoll & Wang, 2009a; Euromonitor, 2007a; “Apparel's top 50”, 2008; Souers, 2009) 

Table 69: Mass Merchandise Apparel and Home Retailers (Private-Label) (6) 

 Department and Discount Stores Location 
1 Sears (K-mart) Hoffman Estates, IL 
2 Macy's (Bloomingdales) Cincinnati, OH 
3 J.C. Penney Plano, TX 
4 Kohl's  Menomonee, WI 
5 Walmart (Sam’s Club) (Discount) Bentonville, AK 
6 Target (Discount) Minneapolis, MN 

Source: S&P (2008): General Retailers. Retailers must be a significant player in both apparel and home 
furnishings retail sales and offer private labels.  
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Home Furnishings: Identification of Types of Lead Firms 

 Several resources were collected and analyzed to determine the types of lead firms present in the home 

furnishings market. Lead firms in the home furnishings market include specialty retailers for home textiles 

furniture, and mattresses; mass merchant retailers (more important in home textiles), and final product 

manufacturers and marketers for home textiles, furniture, and mattresses. 

 Market reports were collected from various sources to determine who the actual firms were in each of 

these channels. Listings of the most important lead firms are included in Appendix: Home Furnishings Buyers. 

Home Furnishings: Identification of Leading Lead Firms 

 Next, these sources were consolidated following the Data Analysis process to determine the most 

important lead firm in each area. These are included in Table 70. 

Table 70: Important Home Furnishings Manufacturers and Specialty Retailers 

 Firm Product 
Home Furnishings Final Product Manufacturers (14) 

1 Ashley Furniture Industries Inc Furniture 
2 Furniture Brands International Furniture 
3 La-Z-Boy Inc Furniture 
4 Klaussner Furniture Furniture 
5 Ethan Allen Interiors Furniture 
6 Springs Global US, Inc (Parent: Brazil) Home Textiles 
7 WestPoint Home Inc (Global: Icahn Enterprises LP in NY) Home Textiles 
8 Welspun USA Inc (Global: India) Home Textiles 
9 Sleep Innovations (Global: Comfort Co) Home Textiles 

10 Hollander Home Fashions Home Textiles 
11 Pacific Coast Feather Home Textiles 
12 Sealy Corp Mattresses 
13 Simmons Co Mattresses 
14 Serta Mattresses 

Home Furnishings Specialty Retailers (9) 
1 Select Comfort Mattresses 
2 Sleepy's Mattresses 
3 Mattress Firm Mattresses 
4 Rooms to Go Furniture 
5 IKEA Furniture 
6 Berkshire Hathaway Inc Furniture 
7 Bed, Bath, and Beyond Home Textiles 
8 Williams and Sonoma (Pottery Barn) Home Textiles 
9 Pier 1 Imports Inc Home Textiles 

Sources: (HFN, 2008d; “HTT top 15”, 2009; Perry, 2009; “Top 25 Sources”, 2009; HFN, 2008d; “Top 50”, 
2009; Souers, 2009; HFN, 2008c; “Top 25 U.S. bedding”, 2008; “Top 25 U.S. furniture”, 2008; “Top 100 U.S. 
Furniture Stores”, 2009) 
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Governance: Analysis: Present 

Firm Governance (Internal): Present 

 The following factors are currently important in choosing a sourcing region/partner. The first of factors 

are process and product-related factors and qualities (CQFS: cost, quality, flexibility, services). 

 At a minimum, suppliers must be able to provide sufficient production capacity (size), minimum order 

quantities, and meet the sample requirements of potential buyers. The priority for most buyers is the bottom-

line, or cost of the product, and buyers have increasingly demanding targets for cost-effectiveness (David Rigby 

Associates, 2002). 

• Cost and Price: cost is the most important factor in the decision making process for relocating or 

choosing new sourcing destinations. In a recent survey of apparel buyers, the overall cost of product 

was the most important factor listed for 64.4% of respondents (Sauls, 2008). Production costs include: 

labor, electric power, oil and gas, steam, water, buildings, building maintenance, depreciation periods 

for the buildings, machinery and accessories, customs and sales tax, and special interest rates. Labor 

productivity is also important, which can range from 50% to 80% of international standards in some 

developing countries, has to be taken into account (Jassin-O'Rourke Group, 2008). Costs related to raw 

materials such as availability, delivery, and cost of material inputs (fabric and trim) are also included. 

An important factor contributing to raw material costs is material optimization including fabric yield 

typical within a factory and cutting technologies employed (“10 ways”, 2009; “Industry insight”, 2009; 

Anson & Brocklehurst, 2009; Jassin-O'Rourke Group, 2008; Sauls, 2008). 

 A cost model is typically used to compare suppliers and countries, yet it is not at the exclusion of non-

cost elements. Risk and non-cost factors are also scored against the cost benefit of switching regions, countries, 

or firms (“10 ways”, 2009). Other important qualities include:  

• Quality (Product) and Quality Control: remain important factors in the decision making process for 

relocating or choosing new sourcing destinations regarding both the quality of output and the 

consistency (number seconds produced). In the survey of apparel buyers, a quality program was the 

second most important factor ranked by 43.2% of respondents (Sauls, 2008). Buyers must consider 

loss of sales due to quality issues that results in markdowns, disposal of goods, or re-work (“10 ways”, 

2009; “Industry insight”, 2009; Jassin-O'Rourke Group, 2008). 

• Flexibility of production capacities continues to be high on the list of factors (“10 ways”, 2009; 

:Industry insight”, 2009) as well as reliability. Buyers consider loss of sales due to delivery issues. 

 The following (Table 71) outlines common rules set by lead firms in the textile and apparel industry: 
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Table 71: Functional Capacities and Performance Requirements for Final Product Suppliers 

Functional Capacities Performance Requirements 
Minimum capacity (employees, volume) Ability to meet price points 
Fabric sourcing and capital requirements Ability to manufacture to specified tolerances 
Client-dedicated account management Upward volume flexibility 
Own labs for chemical tests Machine inspection and maintenance routine 
Provision of design service/input Lead times: sampling and production 
In-house product development capacity Assurance of systematic separation of clients’ raw 

materials, components and piece goods 
 Multi-stage in-line QC system 
 Monitoring of clients’ storage norms 
 Reject levels (tightened) 
 Delivery accuracy and reliability 
 Code of conduct 

Source: (Gibbon, 2008) 

 The second set of factors is related to desirable value-adding activities (CFQS). In addition to basic 

product requirements, buyers are looking for value-adding capabilities.  

• Product Development/Execution Capabilities: this includes areas such as product design and 

technical skills. In the survey of apparel buyers, these capabilities ranked fourth overall, included for 

19.5% of respondents (Sauls, 2008). Product development requires a certain degree of pre-production 

PLM/PDM technologies to be employed and adopted that must be compatible with the brand owners’ 

systems (“10 ways”, 2009; Jassin-O'Rourke Group, 2008). 

• Logistics and Delivery Capabilities: Lead times, the time between order to delivery, is crucial and 

speed to of delivery continues to be high on the list of factors. Proximity is not important (but speed 

is). Proximity is only important when forecasts cannot be determined well in advance, typically only 

the case in high fashion. In the survey, lead-time was the third most important factor, mentioned by 

30.5% of respondents (Sauls, 2008). Lead-time requirements impact delivery schedules, inventory 

levels, and sourcing capital costs (“10 ways”, 2009; “Industry insight”, 2009; Jassin-O'Rourke Group, 

2008). 

• Supply Chain Management: the supply base needs to be managed well to get the best benefits and 

synchronization of activities in the supply chain and avoiding redundant activities are important. Lead 

times are not only required for the production process, but are increasingly focused on the entire 

development process by finding ways to integrate product development and production. 

Synchronization can be facilitated with a product life-cycle management (PLM) system that allows all 

parties in the supply chain to have access to the same, updated information (“10 ways”, 2009; 

“Industry insight”, 2009; Anson, 2009). 

• Services: Social, Ethical and Environmental Compliance: corporate social responsibility has gained 

in importance and environmental and sustainability practices will play a prominent role in how brands’ 
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and retailers’ assess value (Tucker, 2009). Ethical and environmental strategies will continue to be of 

the utmost importance to corporate sourcing strategies (“10 ways”, 2009; “Industry insight”, 2009; 

Barrie & Ayling, 2009). In the survey, social compliance ranked fifth, mentioned by 11.9% of 

respondents (Sauls, 2008). 

 Buyers’ sourcing requirements for cost, flexibility, quality, and service are also dependent on product 

type and requirements vary by market segments. Fast fashion, typically womenswear, requires short short-turn 

around times on a variety of different product types. Buyers need suppliers with quick and flexible 

manufacturing systems to meet these demands (“10 ways”, 2009; Driscoll & Wang, 2009b; Jassin-O'Rourke 

Group, 2008; MSN, 2009; Thoburn, 2009). More traditional items, such as men’s dress shirts or suits are not as 

time sensitive. Basic items, such as t-shirts and jeans, also do require short lead times, and therefore are more 

likely to be sourced based on lowest costs (Thoburn, 2009). 

Table 72: CQFS Model by Product Type 

Factors Cost Quality/ Capabilities Speed Flexibility 
Basics (t-shirts, jeans, socks) 1 2   
Fast Fashion (womenswear)   1 2 
Menswear 2 1   
Intimate Apparel  1  2 

 

External Governance: Institutions: Present 

 The following are trade-related institutions that have been citied in the literature as important and 

timeline of recent events and external power is included as well (Table 73). 

Table 73: Timeline of Textile-Apparel Trade-Related Institutions and External Power 

Year Event 
1994 NAFTA: U.S., Mexico and Canada 
1995 MFA ends; Phase I: ATC begins  
1997 Asian Currency Crisis 
1998 Phase II: ATC quota removal 
2000 CBI agreement 
2001 U.S. Economic Recession (September 11) 
2002 Phase III: ATC Quota Removal 
2005 CAFTA-DR16: allows US to export duty free to these countries; CBI already allowed these 

countries duty-free access to the United States.  
2005 Phase IV: ATC ends and China Safeguards begin 
2008 End of Chinese Safeguards 
2007-2010 Global Economic Recession 

 

                                                         
16 Includes: U.S., El Salvador, Guatemala, Honduras, Nicaragua, Dominican Republic and Costa Rica. 
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 At the present time, the following trade-related institutions are the biggest influences on sourcing 

decisions (“10 ways”, 2009; Jassin-O'Rourke Group, 2008; Sauls, 2008): 

• Customs Duties: important to consider when choosing a sourcing location  

• Trade Arrangements: several are currently in place and the numbers are increasing. Countries around 

the world are forming regional partnerships, particularly in Asia and Europe. Trade preferences were 

mentioned by 1.7% of participants and ranked 9th overall in the sourcing survey (Sauls, 2008).  

• Trade Liberalization: quotas and safeguards officially ended in 2008. This is important because of 

the large number of new players integrated into the global economy due to the quota regime, and the 

overcapacity this creates.  This creates the need and opportunity to develop new business functions and 

focus on specialization. 

Industry: Important External Economy Factors: Present 

 Factor conditions, determined by the business environment, are not industry-specific, but economy-

wide factors that influence competitiveness. The local to national conditions currently important include (“10 

ways”, 2009; Jassin-O'Rourke Group, 2008; Sauls, 2008; Barrie & Ayling, 2009;). 

• Infrastructure: (roads, ports, rail, and air) the cost of transportation and inbound and outbound 

logistics capabilities are critical factors. 

• Utilities: cost of water and energy: electricity and other utility supplies: availability and reliability of; 

these costs are increasing within several major supply countries. 

• Capital: access to finance is important and financial terms ranked 8th on the list of factors, important to 

4.2% of respondents (Sauls, 2008). 

• Exchange rates fluctuations: affects planning, particularly in apparel sourcing, and is an ongoing 

issue. Sourcing decisions are affected by changes in exchange rates, notably the appreciation of the 

Chinese RMB against the dollar in recent years (Cotton Incorporated, 2009).  

• Political stability and geo-political risks. 

 The following, industry-specific conditions, are also important to the buyer’s sourcing strategies and 

the success of firms and regional industries. These fall under the category of related and supporting industries. 

• Local Knowledge: location or firm has specific product knowledge is an important way to stand apart 

from competitors (“10 ways”, 2009). 

• Mature Region/Historical Partnership: in the survey, historical partnerships were mentioned by 

11% of respondents ranking this sixth most important sourcing factor overall (Sauls, 2008). 

Industry-Macro: Apparel Market Dynamics and Trends 

Present: Demand: Affected by Macro Factor (Recession)  



 

 

 215 

 The major industry trend affecting the apparel retail market is the economic crisis and recession 

(Barrie & Ayling, 2009; Cotton Incorporated, 2009; Driscoll & Wang, 2009b; Euromonitor, 2009; International 

News Services, 2009b; MSN, 2009). The consequences of the recession on the apparel retail sector have trickle 

down effects to the entire supply chain. Based on the current situation, some of these are likely to have short-

term effects, however several long-term changes may also occur if the end of the global recession does not 

come soon, as many have predicated.  

 The economic recession has created consequences for the retail sector that are having the “trickle 

down” effect into the entire supply chain. 

• Decline in consumer spending and apparel sales: there has been an overall decline in consumer 

spending across the board, particularly in apparel. The longer the recession continues the more 

accustomed consumers will become to “living on less.” This will further escalate the “survival of the 

fittest” that is currently occurring in the supply base. According to Cotton Inc.’s Lifestyle Monitor, 7 

out of 10 U.S. consumers say the current economic condition has hurt them financially, and nearly 

two-thirds (64%) say they have less to spend on clothing than last year (Cotton Incorporated, 2009). 

The decline in consumer spending has hit specialty apparel retailers the hardest as consumers are 

limiting purchases and shifting sales to discount stores for their necessary purchases (Barrie & Ayling, 

2009; Driscoll & Wang, 2009b; MSN, 2009). 

• Decrease in apparel imports and prices: the overall volume of apparel imports is decreasing as 

consumers have decrease consumer spending causing retailers to discount and lower price. Due to the 

overall decline in value and volume of imports, shifts in market share are important to compare to 

identify countries that have been to maintain or grow versus competitors. 

• Result: retailers search for lowest-cost: to protect margins while lowering prices, retailers are 

seeking the lowest-cost sources for apparel. The past year has seen shifts towards sourcing cotton-

dominant apparel from Southeast Asia, due to a range of cost-related factors (Cotton Incorporated, 

2009).  

• Challenge: access to capital: CIT: in the U.S., one of the largest providers of financial services to 

hundreds of small and medium-sized textile and apparel manufacturers and retailers was on the verge 

of bankruptcy. Even though CIT received loans from the Treasury Department and a large financial 

package from its major bondholders to keep the organization from bankruptcy, the threat of failure has 

caused a great deal of anxiety in the industry. 

 The recession is causing several changes; some are likely to be short-term, some trends were 

previously in place, but have been accelerated by the recession, and other are likely to lead to long-term changes 

with intensity dependent on the duration of the recession (Table 74). 
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Table 74: Effects of the Economic Recession  

Short-Term Buying and Retail Trends 
More basics; apparel is more conservative because retailers are less willing to take inventory risks. There 
have been declines in luxury sales due to the decline in aspiring shoppers. Luxury brands will have to 
figure out who their true consumer base is. Upscale retailers and manufacturers are developing premium 
products sold at moderate prices to appease customers affected by recession. Products that can enhance 
existing outfits such as shoes and accessories are trending better than apparel. 
Increase in discount store sales and products: during the recession, consumers have switched to discount 
retail stores (i.e. Walmart; Family Dollar) in product areas previously purchased from other channels 
pursuit of lower costs. Consumers are looking more for value (price and quality) and brands they trust to 
provide these attributes. 

 

Decline in consumer spending; shopping is an emotional experience, and consumers will return to 
shopping again when they are confident in their employment, income, and savings. 

In Progress, Accelerated by the Recession 
Decline in apparel prices; U.S apparel prices have been decreasing for over a decade, and the current 
economic crisis has only intensified the pressure for less-expensive apparel. Average clothing prices 
clothes are in line with previous year trends. Consumers have been taught to wait for markdowns or special 
promotions before buying; it will take awhile to convince consumers to pay full price again. 
Increase in online sales 

 

Retailers’ are controlling and reducing inventory/supply levels more since they can’t control consumer 
demand. The recession has increased retailers’ interest in reducing lead times and inventory. 

Potential Long-Term Impacts 
A “new normal:” buying fewer items (not necessarily cheaper). When the economy stabilizes, 
consumers’ discretionary spending may embark on a “new normal” in which the consumer will not return 
to pre-recession frivolity. This could lead to a long-lasting change towards fewer, but better, things in 
developed economies. 
Increased consumer awareness: the recession has highlighted the interconnected relationships within 
global supply chains; issues such as the environment, industrial relations, and corporate social 
responsibility have been placed squarely beside technological advances as key factors in advancing a 
stronger, more sustainable industry. 

 

Better quality, ethics, and workmanship; consumers have had to rethink the importance of image and are 
likely to opt less for brands and logos when the recession is over. Consumers care more about brands they 
can trust to uphold the social and environmental practices they care about. 

Information compiled from (The clothing industry, 2009; “10 ways”, 2009; Barrie & Ayling, 2009; Cotton 
Incorporated, 2009; Driscoll & Wang, 2009b; Euromonitor, 2009; International News Services, 2009b; just-
style.com, 2009a; MSN, 2009) 

Present: Trends in Firm Governance (Meso) Affected by Macro Factor 

 The crisis has not led to significant changes in global production or trade patterns. The last two years 

have primarily been a continuation of the trends occurring after the phase-out of quotas, and the economic crisis 

has merely accelerated these shifts. China, Bangladesh, Vietnam, and Indonesia are increasing market share, 

primarily at the expense of the CAFTA countries and Mexico.  

 Sourcing strategies are also a continuation of previous trends. The following factors have long been 

important apparel sourcing process, but the crisis has heightened the importance of suppliers’ meeting all 

requirements as opposed to just one or two (MSN, 2009; Tucker, 2009; Driscoll & Wang, 2009b; Sauls, 2008): 
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• Cost/Price (Buyers’ and Consumers’): during the recession, consumers’ are placing more emphasis on 

price, thus causing retailers and brand marketers to focus more on cost. Retailers are always focused on 

cutting costs, but due to the recession, the trend is even more focused on price. 

• Product Quality (Consumers’ and Buyers’): is a given. Firms must provide quality in addition to low 

prices, flexible production, and services. Consumers are demanding adequate quality. 

• Supplier Flexibility: firms need to be able to make multiple products in small runs. The recession has 

further enhanced the need for technology as a means to reduce costs and predict purchasing patterns to 

limit excess production and predict items consumers will purchase.  

• Visibility/Transparency: is still vital for the industry leaders. Buyers’ have an increasing desire for 

supply chain transparency in both the United States and the EU. Lead firms want to know who their 

suppliers’ are to assure they uphold the principles of the brands they are supplying  

• Control (Buyers): investment in internal resources and tools to support improved supply chain 

management. 

Industry-Meso: Effects of Institutions on Firm Governance 

 The following trends have occurred in international trade post the quota phase out. These trends have a 

profound effect on country suppliers (“Talking strategy”, 2008; Martin, 2007; Hayashi, 2007): 

• Increase in Chinese Exports and Market Share: China has increased exports of both clothing and 

textiles to the world, but it mostly captured the market growth while other countries maintained the 

market share they had established. 

• Decline in Importance of Regional Suppliers and Trade Agreements: part of this is due to strict 

rules of origin and the lack of capabilities and product diversity offered by these countries in 

comparison to their Asian counterparts. 

 The phase out of quotas has also affected buyer’s sourcing strategies and supply chain relationships. 

The activities and strategies of lead firms have a profound effect on supply chain relationships and capabilities 

expected from suppliers. Key trends in lead firms include (Barrie & Ayling, 2009; Euromonitor, 2009; Sauls, 

2008; The clothing industry, 2009; Driscoll & Wang, 2009b; “Talking strategy”, 2008; “Japan mulls”, 2009; 

just-style.com, 2009c): 

• Buyers’ Consolidation of Vendors/Suppliers: retailers’ are seeking to consolidate the number of 

wholesalers they purchase from and want to buy a more comprehensive line of clothing, accessories, 

and footwear from these wholesalers. The recession has caused lead firms to ‘cut the fat.’  Lead firms 

are confining their relationships to their most capable and reliable suppliers.   

• Buyers’ Risk Avoidance and Diversity: maintaining a diversified portfolio of vendors and regions 

continues to be a necessity for successful sourcing organizations. The recession has increased buyers’ 

interest in having back-up suppliers in place in case factories go under (and general uncertainty about 
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the future). Some predicted the recession would lead to an increase in local sourcing, but this has not 

happened. Over the last several years, brands and retailers had been exploring alternative sourcing 

areas outside of Asia in an effort to maintain diversification and chase lower prices. Lead firms 

continue to source the majority of products from China, but also see the need to diversify into other 

countries so to keep from having all their eggs in one basket. The Japanese government has openly 

stated an interest in reducing reliance on China. This could have major impacts since Japan is the 

world’s second largest clothing importer and South East Asia and Bangladesh currently only account 

for 7% of imports. Japan’s plan could double or triple the total current exports from these countries 

putting price pressure on European and U.S. Asian importers. Reactions from Cambodia and Burma 

indicate that factories will have to dramatically change to service Japanese buyers. 

Apparel Market Dynamics and Trends: Industry-Micro 

Present: Trends in Apparel Retail: Buyers’ Strategy and Brand Objectives 

 The roles and relationships among national and global lead firms, apparel manufacturers, and 

intermediaries have become increasingly blurry in recent years. The following trends are closely tied to buyers’ 

strategies and long-term objectives. These trends have long-term implications for changes in production-

relationships and the location of suppliers, and external factors such as the MFA and the recession have had 

minimal influence on these changes. These shifts began before the crisis and will likely persist despite the 

duration of the crisis. 

• Local to Global: National Brands and Retailers Moving to Overseas Markets: both to and from 

the United States (Driscoll & Wang, 2009b; Euromonitor, 2009); international expansion is occurring, 

especially to the BRIC countries with strong GDP growth (Barrie & Ayling, 2009). 

• ‘Suppliers’ to Retailers: Brand Owners Shifting to Specialty Retailers: former brand 

manufacturers and marketers are increasingly opening their own stores. In addition, brands with 

existing retail operations in addition to wholesale are likely to try to focus more on their stores rather 

than meeting the needs of their external customers (Euromonitor, 2009). Traditional brand 

manufacturers are establishing retail operations and outsourcing production (See Table 75). 

• Full package ‘manufacturers’ are actually intermediaries that do not manufacture but rather 

establish a network of global suppliers. Essentially, these suppliers are doing what brand marketers and 

manufacturers did 10-20 years ago. They have a host of firms in countries around the world that make 

products for multiple brands, based on the buyers’ requirements. They provide a full package of 

services in addition to production capabilities. 

• Intermediaries/agents are expanding their roles to include an array of services to buyers including 

design, product development, quality control and CSR in addition to providing a network of suppliers 

and logistics. 
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• Retailers to ‘Suppliers’: increase in volume and diversity of private-label brands: there is an 

ongoing increase in retailer private labels.  Retailers initially began to distribute private-label 

merchandise (designed by the retailer, but manufactured by a third party) as a means to lift sales and 

profit levels, but have since realized that private labels help stores establish unique marketplace 

identities and build customer loyalty. Retailers that develop proprietary brands use in-house design 

teams and outsourced manufacturing capacity, often by direct foreign product sourcing. By eliminating 

the middleman associated with national brands, retailers can shave costs and widen profit margins, as 

well as offer customers more compelling price-value propositions. Private-label products allow 

retailers to exercise greater quality control and respond faster to marketplace opportunities than they 

can with other manufacturers’ goods. Drawbacks include extensive initial advertising and marketing 

support because they must compete with well-established national brands that have become 

benchmarks for product quality, style, and value. (Asaeda, 2008; Souers, 2008). Today, retailers are 

expanding the range of private-label products offered and are expanding into higher-margin private-

label goods (Euromonitor, 2009). 

• New Relationships: Increase Retailer Exclusive Product Lines (brands and retailers): these are a 

way for retailers to offer unique merchandise is to strike agreements with suppliers to distribute 

exclusive product lines (Asaeda, 2008); Exclusive brands have become increasingly important for 

better and moderate department stores because national brands often widely distributed (Asaeda, 

2009b). This is largely in response to the ongoing increase in market share of mass merchants and the 

decline of department stores (Euromonitor, 2009). 

• Decline of Brand Manufacturers and National Brands: produced by only 10 sizeable companies 

that account for about 16% of all U.S. wholesale apparel sales. Other apparel is about 84% of all 

apparel distributed and is comprised of small brands and private-label goods (Driscoll & Wang, 

2009b). In 1993, only 25% of U.S. apparel sales were from private-label goods (Gereffi, 1997). 

• Decline in Department Stores: within the mixed retail channel, department stores continue to lose 

against mass merchants and the department store channel is becoming more consolidated 

(Euromonitor, 2009). For the last several years there has also been an ongoing shift in all retail outlets 

towards lifestyle branding and marketing (Asaeda, 2008). This is even being extended to the shopping 

environment with a shift from malls to lifestyle centers (Driscoll & Wang, 2009b).  

• Importance of Social and Environmental Standards: this began with CSR and social requirements 

(“10 ways”, 2009; “Industry insight”, 2009; International News Services, 2009b; MSN, 2009; Sauls, 

2008), but now environmental compliance requirements and green initiatives are moving to the 

forefront (Asaeda, 2008; Driscoll & Wang, 2009b; Tucker, 2009). Consumers have access to more 

information and are demanding lead firms become more responsible and transparent about their 
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practices. Today retailers’ need to focus on environmental issues and CSR. Success of ethical clothing 

brands (i.e., Patagonia) is a testament to the power of consumer demand and green credentials (Barrie 

& Ayling, 2009). 

• Duel Sourcing Strategies: Fast Fashion and Quick Response: buyers tend to source fashion-

sensitive products from suppliers that can deliver in a flexible and speedy manner, while basic products 

are sourced from the lowest-cost countries (Technopak, 2007). This leads to the distinction between 

fast fashion and quick response. Fast fashion emerged from quick response, but the two are different. 

Quick response is associated with replenishment purchases or basic products rather than initial 

purchases (Jassin-O'Rourke Group, 2008). Fast fashion is quick response in new merchandise (with 

little or no replenishment) involving shipping fewer pieces, in a great variety of styles, more often. 

This requires shorter lead times and high-levels of flexibility with the goal of beating the high-fashion 

houses and ready-to-wear designers to the market (Tokatli, 2008). Quick response often goes hand-in-

hand with the adoption of EDI technologies that have proven successful with basic goods that are 

relatively simple to produce, require shorter lead times, and increasingly are being manufactured in 

highly automated factories in the United States. These systems are more difficult to implement for 

seasonal and fashion apparel that require more labor input (Driscoll & Wang, 2009b). 

• Shorter Product Development Cycles: Fast Fashion: has long been listed as the next new thing, but 

now it has already taken over the industry. There is still a distinction between continuous new design, 

and simply updating stores with new merchandise more frequently, but almost all retailers offer some 

form of “fast fashion.” Retailers have realized you can have more frequent program of new garments, 

but they do not all design new garments on short notice. Predictions thought fast fashion would lead to 

local sourcing, but this has not been the case. Asian suppliers have quickly adapted the capabilities 

necessary to serve fast fashion buyers including reducing minimum run requirements and organizing 

themselves around small orders. These suppliers have also been able to reduce the cost of goods, thus 

creating intense pressure on regional manufacturers (The clothing industry, 2009).  
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Table 75: S&P: U.S. Apparel Manufacturers’ Retail Operations: 2008 

Company and Store Type Fiscal Yr. End Number of Stores Retail Sales % of Net Sales* 
Carter's Inc. Dec. 07 391 42% 
Coach Inc Jun. 08 399 80% 

Branded stores  297  
Factory stores  102  

Jones Apparel Group Dec. 07 1,034 20% 
Branded stores  396  

Outlets  638  
Liz Claiborne Dec. 07 1,463 49% 

Branded stores  433  
Outlets  350  

Concessions  680  
Nike May. 08 556 NA 
Oxford Industries Dec. 07 82 NA 
Phillips-Van Heusen Dec. 07 750 NA 
Polo Ralph Lauren Mar. 08 313 39% 

Ralph Lauren  80  
Club Monaco  65  

Rugby  10  
Outlets  158  

Quicksilver Oct. 07 669 NA 
Owned stores  406  

Franchised stores  207  
Timberland Dec. 07 79 13% 

Branded stores  16  
Factory stores  63  

Wolverine Dec. 07 90 NA 
VF Corp Dec. 07 636 NA 

Branded stores  560  
Outlets  76  

Source: (Driscoll & Wang, 2009a) from company reports. NA: Not Available; * Includes Internet, catalog sales 
 

Home Furnishings: Dynamics: Market Trends 

 The following are key issues facing the domestic upholstered furniture industry, key buyers of textile 

goods going into the home furnishings market.  

• Challenges: reasons for the demise of the North Carolina cluster include the lack of adaptation to new 

business models, insufficient re-investment in plant and people, and competitors with advantages hard 

to match in the United States. 

• Competitive Advantage: Proximity to Market: the path to the future of the U.S. furniture industry must 

be based on the only sustainable competitive advantage we have—proximity to market. This, 

combined with innovative and novel ideas in all aspects of the furniture industry—design, supply 

chain, manufacturing, distribution, service, and customer relations (e.g. the total product concept)—
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presents the opportunity for the industry to take advantage of the positive market outlook for furniture 

sales for future decades. 

• Market Opportunity: Customized Furniture: baby boomers now have the financial means to demand a 

“customized economy.” Hence, there is an opportunity for supplying unique, quality furniture to a 

large, affluent segment of the population. In order for the US furniture industry to do this, they have to 

change the way they manufacture, distribute, and market furniture products, i.e., a paradigm shift is 

needed. 

• Needs: the U.S. furniture industry needs strategic renewal in the form of a new and more appropriate 

business model—a paradigm shift—that will include: (a) a new business model—mass customization 

(moving away from commodity business is central to this); (b) new manufacturing strategies—such as 

strategic supply chain alliances, global outsourcing, just in time (JIT), and lean manufacturing; (c) “re-

inventing furniture”—using design and construction to make furniture manufacturing a more modular 

product; (d) new sales channels—including internet sales; and (e) innovation. It should be noted that 

these are the same challenges the textile industry faces.  

• Needs: Education: all efforts will be in vain if the industry is not able to attract, educate, and retain 

young individuals who believe they have a viable future in the industry. Also needed are better 

opportunities for life-long learning for individuals already in the industry. This applies especially for 

hands-on, applied education. 

• Needs: Change in Mindset: above all, an openness to change needs to be instilled in these people so 

the industry can become perceptive of new opportunities even though it means abandoning existing 

practices (Schuler & Buehlmann, 2003). 

Roles of Supporting Environment 

 The final section provides recommendations for economic developers, governments and the private 

sector that can provide assistance to developing countries and to better face the challenges and harness 

opportunities created by the crisis. How can developing countries best use current times to make critical reforms 

that will enable them to be amongst the benefactors of global growth once the economy recovers?  

Short-Term Suggestions to Get Through the Crisis and to Enable Growth After the Crisis: 

• Implement the equivalent of “furlough” days rather than layoff workers. By reducing the number of 

hours or wages, firms and countries can maintain the labor force and industry expertise that will be 

needed when production returns (International News Services, 2009b). 

• Improve access to credit (Adhikari & Weeratunge, 2007) 

• Encourage production for the local market to keep companies in business (Turkey example): MOL 

Magazalari (Turkey), set up in January, is a consortium of 38 local clothing manufacturers that tout 

made in Turkey. Want to expand to six countries, but manufacturer-owned shop chains only survive if 



 

 

 223 

they have a real edge, like Inditex and Made In Turkey won’t matter in other countries (but might have 

helped Turkish companies to survive and ride out the recession) (The clothing industry, 2009). 

Long-Term Suggestions to Get Through the Crisis and to Enable Growth After the Crisis: 

• Flexible Production Systems: governments with a long-sighted vision of recovery are prepared to 

invest in technology and assist flexible business models. These are likely to be the winners as are 

enterprises that are willing to invest in creative solutions (International News Services, 2009b). Firms 

need to have flexible production systems or have access to a number of suppliers with diverse 

capabilities.  

• Infrastructure (roads, communication technologies, power supply, port services) investments are 

critical, especially in areas such as South Asia where it is well below global standards (Adhikari & 

Weeratunge, 2007). Infrastructure investment to developing countries helps eliminate bottlenecks to 

growth (International News Services, 2009b). 

• General Level of Education: invest in increasing by providing training opportunities to overcome the 

problem of skills deficit (Adhikari & Weeratunge, 2007). Whereas quotas helped to initiate a textile 

and clothing industry in developing countries, it will not be sustainable if these countries do not 

continue to develop their skill sets. Governments need to invest in solutions to sustain local industry 

such as education and training (International News Services, 2009b). In the long run, innovative 

capacities basically depend on the availability of suitable human capital. Therefore, a sound education 

and qualification system are more important for sustainable technical progress than public innovation 

programs (Audet, 2004). 

• International Standard Certifications: encourage and provide assistance to firm with international 

certifications required by international buyers including WRAP, Oeko-Tex, ISO 9000 and 14000 and 

GOTS international standards. Governments should consider providing incentives to develop 

sustainable production certifications and standards and encourage and participate in international 

standards. 

• Develop Infrastructure for Technology Transfer: among researchers and members of industry. 

Many good ideas remain as ideas because of the lack of infrastructure to disseminate and translate 

ideas into products. 

• Create Training Centers: to develop employee skills and middle management.  

• Marketing and Networking: create organizations to market and network the country/region and align 

firms with international organizations dedicated to standard development, industry advocacy, research 

and development, and best practices. Provide assistance to attend and participate in international trade 

shows to increase visibility to potential buyers.  Supplier search (10 ways to develop a balanced 

sourcing strategy.2009): Buyers must be aware of the capabilities in your country or firm. 
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• Simplify Trade Procedures associated with trade transactions that will reduce the cost and time for 

trading across borders (Adhikari & Weeratunge, 2007). 

• Align Firms with Global Agents: see information on Li and Fung and sourcing structure changes. 

• Develop Local Agents to Market the Region: buyers can only purchase products from firms they are 

aware of. Given tight resources, buyers have to tighten their sourcing budgets.  

• Attract Overseas Sourcing Offices: is a current trend in the industry. Also to attract product 

development centers.  

• Promote FDI or Joint Ventures in Textile Production (in the beginning): foreign ownership is not a 

problem in the beginning. All national garment industries were built by foreigners, including China, 

with the exception of Korea, Taiwan and Hong Kong, the original garment-exporting countries 

(Birnbaum, 2009d). Now these countries are not longer producing but investing heavily in the textile 

and apparel producing countries of the future (Cambodia, CAFTA, etc). Good strategy for countries 

such as Africa, Haiti, etc. Promote FDI in countries that do not have vertical capabilities. This will help 

establish backward linkages and provides means to develop skills not in the country (Adhikari & 

Weeratunge, 2007). Economic developers and authorities need to be able to provide a one-stop shop 

for any investor or supplier wishing to set up a new firm (Knappe, 2008). 

• Promote Local Industry Development: (apparel production) foreign ownership is not the problem, 

the problem is that marginal country suppliers have failed to move from an industry dominated by 

foreign investors to one owned by local industrialists (Birnbaum, 2009d).  

• Build Regionally Integrated Value Chains: policymakers need to recognize that domestic and global 

linkages deserve more attention (US: Kohl's expands New York design office.2010; Adhikari & 

Weeratunge, 2007; Humphrey & Schmitz, 2008). 

• Develop Full Package Capabilities: buyers not only want to purchase a final product, they want to 

purchase services. Firms must be able to (or have alliances with firms that can) provide additional 

services related to product development, design, logistics, and quality control.  

• Attract Buying Firm Product Development Centers: global brands and retailers are starting to move 

product development and design divisions closer to regional manufacturing. Suppliers able to offer 

these services are more indispensable to the buyer (strategic suppliers) and are likely to maintain 

market share through tough economic times do the additional invested interest.  

Necessary Tools 

• Diversify: encourage firms to diversity into multiple industry sectors and product lines with different 

buyers and in different geographic markets (Janecke, 2009). 

• Technology Investment: related to all aspects of the business is desired, if not mandatory, for textile 

suppliers. Technologies include: 
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o Internet: reliable access is a must in order to conduct business with global buyers. Integration 

with retailers’ EDI systems that can rely point of sale data collected at retail directly to 

manufacturers. Automated distribution centers are also helpful when quick turnaround times are 

needed. 

o CAD systems to simplify the design-to-production cycle 

o PLM: the ability to integrate the factory into the planning and production technologies used by the 

buyer is also a must. 

• Promote Sustainable Practices and Production:  surviving suppliers will be companies that chose to 

compete on their environmental credentials in addition to cost, quality, and other traditional factors 

(Barrie & Ayling, 2009). Whether legally enforceable or “voluntary,” making adjustments to have a 

more green and transparent firm and supply chain will be mandatory to compete in the future. 

Countries that develop policies that facilitate or subsidize the transition to more sustainable practices 

will be the winners. Countries that mandate compliance but do not provide assistance will hinder the 

short-term success of their nation’s firms.  This includes social, environmental, and economic interests.  

• Provide Access to Knowledge of the International Markets: to make the move from marginal 

supplier to preferred or strategic, an industry requires a national, and sometimes a regional strategy. 

But as a pre-requisite to creating such a strategy, the players must have some understanding of the 

global garment industry. Unfortunately few marginal players have any real knowledge of the global 

industry (Birnbaum, 2009d). This requires having access to and being aware of current product and 

market trends. The following product trends are likely to represent continuing opportunities for 

suppliers:  

o Eco-friendly textiles (organic, recycled): eco-friendly fabrics include those made from fibers spun 

from bamboo, organic cotton, and other natural products. These fibers are more environmentally 

friendly than synthetics or cotton that has been treated with pesticides or chemicals. Products 

made from recycled fabrics are also increasing in popularity due to their environmental attributes. 

Due to its higher price, this type of apparel is expected to remain a niche market overall 

(Freedonia, 2008a). 

o Green goods: consumer goods marketed as socially responsible. Environmentally friendly and 

ethically sound initiatives in response to consumers increasingly becoming aware of the impact of 

their purchases and favor of companies that offer compelling products with additional benefits 

(Driscoll & Wang, 2009b). 

o Sports apparel and activewear: (Driscoll & Wang, 2009b) or activewear and “performance” 

casualwear: both below could relate to this: 



 

 

 226 

o Tag-less, Seamless Construction: advances in clothing construction including the growing 

popularity of printing sizes and care instructions onto a garment rather than using a tag, and the 

use of seamless technologies, particularly for intimates (Freedonia, 2008a). Technological 

advancements (i.e. tag-less, stitch-less, odor management) allow manufacturers to maintain or 

increase prices while keeping consumers loyal to their brands (Driscoll & Wang, 2009b) 

o Functional, multi-functional apparel: value-added apparel: clothing that features enhanced 

attributes such as wrinkle- and stain-resistance, moisture absorption, ultraviolet protection, 

temperature regulation and antimicrobial properties, among others. There has been a trend toward 

the use of these fabrics in professional clothing, activewear, and underwear (Freedonia, 2008a).  

o Plus-size clothing (Freedonia, 2008a); more than 30% of the female population are expected or 

purchase in this category in 2011 (Euromonitor, 2009). 

Step #2: Strategic Analysis: Phase IIIB: Primary Results  

 The following section presents the survey results and provides tables and summaries of the firms’ 

respondents’ answers. 

Firm Value-Adding Activities 

 Firm participants were asked if they engaged in research and product or process development (R&D). 

Firm participants were also asked if they considered their efforts to be proactive or reactive. Reactive efforts 

included activities conducted by the firm in response to customers’ requests. Proactive efforts are visionary and 

are initiated by the firm, without a target customer in mind.  

Table 76: R&D: Proactive and Reactive by Supply Chain and Location 

 NC 
LOC 

Total 
R&D 

NC R&D Total 
Proactive 

NC 
Proactive 

Total 
Reactive 

NC 
Reactive 

Inputs 6 7 5 5 3  2 2 
Textiles 21 16  14 9 8 7 6 
Final Products 12 14 9 12 7 2 2 
Total 39 37 28  72% 26 18 11 10 

NC LOC: North Carolina Locations; Total: R&D: Total number of participants engaging in R&DNC R&D: NC 
locations engaging in R&D (same format for other fields). 
 
 Firm participants were asked if they engaged in aesthetic design for either the products they produce or 

for the final products their products feed into (Table 77). They were also asked about their marketing, 

advertising, and branding efforts and if they attended trade shows, advertised in publications, or developed 

brands. Brands include those targeted at end-use consumers, as well as industry, institutional, or consumer 

channel buyers. 
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Table 77: Value-Adding Activities: Textile Firms: Design and Marketing 

Sector Firms Design Marketing Trade Shows Branding 
Inputs 9 2 9 9 8 
NC Inputs 6 2 33% 6 100% 6 100% 6 100% 
Textiles 25 10 18 20 13 
NC Textiles 21 8 38% 14 67% 16 76% 8 38% 

Buyers and Markets 

 Firm participants were asked about their exporting activities from their U.S. locations as well as from 

their foreign locations to other countries (including back to the United States) (Table 78). 

Table 78: Geographic Market Channels: NC Locations’ Foreign Involvement (N=39) 

 NC LOC NC Total Exporting U.S.: Other Country Foreign: Other Country 
Inputs 6 6 100% 4 66% 2 33% 
Textiles 21 17 81% 15 68% 2 10% 
Final Products 12 10 83% 5 42% 5 42% 
Total 39 33 85% 24 62% 9 23% 

U.S. to other countries and foreign locations to other countries were mutually exclusive. 

 Firm participants were also asked about their end-use market channels as well as their distribution 

channels in the past and in the present (Table 79). 

Table 79: End-Use and Distribution Market Channels: Past and Present: NC Locations (N=39) 

Market Channel NC Past  NC Present and % Total NC Change  
End-Use Channel    
Home Furnishings 23 28 72% 5 
Apparel 25 27 69% 2 
Medical and Hygiene 4 17 44% 13 
Protection and Military 3 14 36% 11 
Industrial 2 13 33% 11 
Sports and Leisure 6 11 28% 5 
Transportation 2 8 21% 6 
Construction 0 4 10% 4 
Packaging 0 1 3% 1 
Agriculture 1 1 3% 0 
Environmental 0 1 3% 1 
Average Per Firm 1.6 3.0 +1.4 

 
Distribution Channel    
Retail 34 34 87% 0 
Government 6 17 44% 11 
Other Institutional 8 17 44% 9 
Industrial 6 11 28% 5 
Contract: Office 7 10 26% 3 
Hospitality 5 7 18% 2 
Average Per Firm 1.6 2.3 + .7 
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Firm and Inter-Firm Upgrading 

 Table 80 through Table 83 includes firm participants’ engaging in process, product, channel, functional 

and chain upgrading. 

Table 80: Supplier Process and Product Upgrading: by Sector and Location 

 NC LOC All Firm NC Firm All Inter-Firm NC Inter-Firm 
Process Upgrading 
Inputs 6 5 3  1 0  
Textiles 21 17 14  3 3  
Final Products 12 14 11  0 0  
Total 39 36  71% 28 72% 4  8% 3 7% 

 
Product Upgrading 
Inputs 6 7 5  3 2  
Textiles 21 15 11  4 3  
Final Products 12 13 10  1 0  
Total 39 35 69% 26 66% 8  16% 5 13% 

Process: machinery or logistics improvements 

Table 81: Supplier Channel Upgrading: End-Use and Distribution Channels: Sector and Location 

 NC LOC All End-Use  NC End-Use All Distribution  NC Distribution 
Inputs 6 7 6  2 2  
Textiles 21 21 16  20 17  
Final Products 12 0 0  2 2  
Total 39 28  55% 22 56% 24 47% 21 54% 

 

The following examples illustrate the types of chain upgrading: 

• Type: the first is within product types; this represents a change within a product category such as 

fabric: broadwoven, narrow, knit, or nonwoven or a change in the product mix 

• Sector: within sectors, such as textile components: yarn to fabric to finishing.  

• Supply Chain: shifts between supply chain sectors, including changes from inputs, components, final 

products, and distribution/sales.  

• Complementary: industries. Chain upgrading can be measured by looking a firm acquisitions or 

relinquished locations and can represent diversification or divestures strategies 



 

 

 229 

Table 82: Supplier Chain Upgrading (All Forms) and Functional Upgrading: Sector and Location 

 NC LOC All Chain NC Chain 
Chain Upgrading (All Forms) 
Inputs 6 6 4 66% 
Textiles 21 20 18 86% 
Final Products 12 12 8 66% 
Total 39 38 75% 30 77% 

 
Functional Upgrading 
Sector NC LOC All Functional NC Functional 
Inputs 6 1 1 17% 
Textiles 21 4 4 19% 
Final Products 12 9 7 58% 
Total 39 14 27% 12 31% 

  

Table 83: Supplier Chain Upgrading: Sector and Form: NC Locations (N=39) 

 NC LOC NC Type NC Sector NC Supply Chain NC Complementary 
Inputs 6 2  0  1  2  
Textiles 21 8  8  6  7  
Final Products 12 1  6  3  1  
Total 39 11 28% 14 36% 10 26% 10 26% 

Note: Total for all forms greater than 30 due to multiple upgrading by the same firm. Each form of upgrading 
(type, sector, supply chain, or complementary) can be due to a location’s parent company’s investment in other 
companies, industries, or businesses.  
 

Analysis: Internal Power and Governance Results 

 Table 84 is an analysis of the suppliers’ responses regarding strategy and firm success. Table 85 

divides the final product manufactures and retailers into lead firms, supply chain coordinators, or neither and 

Table 86 divides suppliers into platform leaders, competence suppliers, or neither. 
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Table 84: Common Supplier Strategies: Success of Firm 

Strategies: Total Times Present Inputs Textiles Coordinators 
Diversification (Product and/or Market) 3 19 2 
Process and/or Product Improvements 6 15 5 
Corporate Strategy 4 9 5 
Flexibility and/or Services 8 14 4 
Competitors Out of Business 1 8 0 
Strategy Combinations in Place    
Competitors and Process/Product 1 1  
Competitors and Diversification  3  
Competitors and Flexibility/Services  3  
Competitors, Process/Product, Diversification  1  
Diversification and Corporate  2 1 
Diversification and Process/Product  4  
Diversification and Flexibility/Services  1  
Corporate and Flexibility/Services 3 1  
Process/Product and Flexibility/Services 2 1 1 
Diversification, Flexibility/Services, Process/Product 2 2  
Corporate, Process/Product, Flexibility/Services   3 
Corporate, Diversification, Process/Product   1 
Diversification, Corporate, Flexibility/Services, Process/Product 1 6  

 

Table 85: Retailers and Final Product Manufacturers: Identify Lead Firms 

Firm Sector Sector and Category Totals NC Locations 
Final Products 17  12  

Contract Manufacturer  1  1 
Supply Chain Coordinator  6  5 

 

Lead Firm  10  6 
Distribution and Sales: Retail 5  2  

Lead Firm: Specialty  3  1  
Lead Firm: Private-Label  2  1 

Total Final Products and Distribution/Sales 22 14 
Total Lead Firms in Sample 15 8 
Total Coordinators in Sample 6  5 

Note: only presence of headquarters counted for location basis for retailers. 
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Table 86: Firm Results: Internal: Forms of Supplier Power: Sector and Location 

Firm Sector Total Firms NC Locations and % Total Sector 
Inputs 9 6  

Platform Leaders 4 3 50%  
Competence Suppliers 5 3 50% 

Components 25 21  
Platform Leaders 5 4 19% 
Competence Suppliers 19 16 76% 

 

Neither 1 1 5% 
Final Products 7 6  

Platform Leaders 2 2 33% 
Competence Suppliers 4 3 50% 

 

Neither 1 1 17% 
Totals 40 33  
Platform Leaders 11 9 27% 
Competence Suppliers 28 22 67% 
Neither 2 2 6% 

 

 Competence suppliers are able to provide cost, quality, flexibility, and service factors of their buyers. 

These firms are able to maintain market share because of their ability to perform desired tasks, but these firms 

do not have a clear upgrading trajectory. Often these firms are in business only because they have managed to 

survive when others have not. This may be due to financial stability or a reliance on external governance that 

secures market demand. These firms maintain their positions by engaging in process or product upgrading 

and/or by providing flexibility and service to their buyers. Overall, these suppliers could be described as 

complacent rather than visionary.   

 Platform suppliers are posses these qualities, and they engage in inter-firm upgrading strategies. On the 

tactical level, these firms excel in branding and downstream marketing and engage in proactive research and 

development. These firms are able to form relationships with their buyers based on their ability to exceed 

expectations. On the operational level, platform leaders stay involved in the industry are aware of industry 

trend. They attend and present at trade shows, are members of organizations, and have a global business 

perspective. Platform leaders are not limited by their corporate strategy and are open to flexible business 

models. 

 Key themes related to inter-firm relationship dynamics from suppliers included: the importance of firm 

governance and CSR, supply chain relationships, supplier branding and marketing downstream. Key themes 

from lead firms included (numbers in parenthesis indicate the number of responses): the importance of full 

package production, supply chain relationships. Common rules that buyers set for suppliers and important 

supplier qualities are as follows: viability of long-term relationships (11), product quality (11), 

reliability/delivery (11), social and or environmental compliance and transparency (10), price (10), supplier 

offers products with desired product attributes (9), supplier is a fit with the buyer’s business model (7), supplier 
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and country stability (6), supplier can provide buyer’s volume requirements (5), supplier offers value and 

service (5), and the supplier has and can use necessary technology (3).  

 The following five industry trends were also apparent from the interviews: buyers’ consolidation of 

suppliers, the importance of be able to compete on price, the necessity to invest in technology, the growth of 

private-label brands, and the growing importance of sustainability.   

 Horizontal relationships among similar firms are very low due to a general tendency towards secrecy 

and a lack of trust. Firms report that this is improving as the industry consolidates, and due to the economic 

recession. Vertical relationships between firms in the chain vary based on position. These relationships are 

higher within textile components and between inputs and textile components, but low with regard to 

relationships to lead firms. 

Analysis: External Power and Governance Results 

Table 87: Important Sources of External Power (Present): All Locations 

Area Specific Factors and Number of Respondents 
Infrastructure Energy Prices (14) Transportation (9) 
Labor  Labor Pool (11) Labor Costs (9) 
Currency Manipulation (5) Exchange Rates (4) and Inflation (1) 
Finance Credit Access (7) Importance of Stability (6) 
Industry Raw Material Prices (7) Sector-Services (3) 
Macroeconomic Factors Recession (9)  
Government Stability (3) Corruption (2) and Tax Rates (1) 

Numbers in parenthesis indicate number of firms/organizations that mentioned in the interview. 

 Table 88 indicates the total number of firms in the sample and those with North Carolina locations that 

have domestic locations dependent on absence of competitors due to the decline in U.S. textile manufacturing in 

recent years. 

Table 88: Domestic Location Market Share due to Lack of Competition 

Sector All Firms NC LOC All Locations: 
Dependent on 
Market Share 

NC LOC: Dependent on 
Market Share and % NC 

Locations 
Inputs 9 6 6 5 83% 
Components 25 21 12 10 28% 
Final Products 17 12 0 0 0% 
Totals 51 39 18  15 38% 

 

 Table 89 lists responses regarding forms of external governance. Numbers in parenthesis indicate the 

number of different participants that mentioned the specific factor. 
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Table 89: Important Sources of External Governance (Present): All Locations 

Area Specific Factors and Number of Respondents 
FTA (22) Customs Procedures (10) Import Tariffs (7) Trade-Related 
VAT China (2) VAT U.S. (3)  
ASTM (4) Standards: 

Product/Process Medical: FDA (4) 
FR (4)  Quality Management (4) 

MBDC (5) Oeko-Tex 100 (4) General (2) Standards: 
Sustainability LEED (1) GOTS/NOP (1) ISO 14001 (1) 
Standards: Needed Organic (5) Recycled (3) Sustainability (6) 
Standards: Policies EU: REACH (3) U.S.: CPSIA (5) U.S.: Energy Legislation (3) 

U.S. Industrial Policy (6) Foriegn Countries’ Policies (China) (8) National Policy 
Farm Bills (3) Local Tax (3) Stimulus (1) 

 

Key comments regarding external governance from participants included: 

• Product standards are primarily needed in industries with a lot of players; if there are only a few firms, 

industry requirements and testing for quality are not needed 

• For government sales, the needs and rules set by the government are the main drivers rather than price. 

• In general, companies that have to adhere to standards are more likely to need to use an ERP system.  

• The quality of standards needs to be improved. They currently aren’t as good as they could be. They 

are mostly used for marketing gimmicks rather than for real improvements. Standards are a good idea 

and can make more efficient supply chains, but current standards aren’t helping. 

 Table 90 show the number or participants that have locations dependent on U.S. national policies or 

free trade agreements. 

Table 90: Domestic Location Partial Dependence on External Trade or National Policy Governance 

Sectors All Firms All FTA Dependence and % All Policy Dependence and % 
Inputs 9 4 2 
Components 25 9 7 
Final Products 17 4 1 
Total 51 17 33% 10 20% 

 NC LOC NC FTA Dependent and % Total NC Policy Dependent and % Total 
Inputs 6 3 50% 2 33% 
Components 21 8 38% 5 24% 
Final Products 12 4 33% 0 0% 
Total 39 15 38% 7 18% 

National Policies include military sales and cotton subsidies. Trade-related includes free trade agreements. 
Domestic location includes manufacturing, distribution or sales locations located in the United States.  
 

External Relationships 

 Firms were asked about previous interactions with education, training, and testing centers and services 

based in North Carolina and other locations. Of all firms interviewed, 36 of 56 (64%) mentioned some past 
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involvement with a member of a North Carolina education, testing, or training resource. Overall, 65 interactions 

were mentioned. This number is greater than 56 due to multiple interactions from a single firm. Organizations 

with the most interactions include (numbers indicate number of responses): NCSU: 24, Hosiery Technology 

Center and Manufacturing Solution Center (10) Textile Technology Center (9), and Cotton Inc (6). 

Organizations with less involvement include: Community College Program (4), ITT (4), NCRC (3) and Military 

Business Center (1). Of the firms interviewed with a location in North Carolina, 29 of the 41 (71%) firms 

mentioned involvement with NC educational resources and nine of 41 (22%) mentioned interacting with 

educational resources outside of North Carolina. 

 Firms were asked about previous interactions with North Carolina and United States government 

officials and organizations. Of the firms interviewed with North Carolina locations, 12 of 41 (29%) mentioned 

some involvement with a North Carolina government organization. This included the NC Department of 

Commerce (7) and local or regional partnership developers or congressman (5). Only two of the 41 (5%) firms 

mentioned interacting with the U.S. government. Both of these were with the U.S. Commercial Service. 

 Firms were also asked about their participation in local, national, or international trade and industry 

organizations. Of the firms interviewed, 33 of 41 (80%) mentioned membership in at least one organization. 

 Based on the responses from members of the supporting environment, relationships and collaboration 

among the members of the North Carolina supporting environment was low. The least collaboration existed 

among members of the economy-wide organizations and among members of the industry-specific 

organizations. Interactions were more collaborative between the industry-specific and economy-wide groups. 

Results indicate that supporting organizations view similar organizations as competitors creating a general 

threat to the North Carolina textile industry and firms. Furthermore, existing organizations are fragmented with 

each representing a specific industry sector or geographic area without a unifying tie to each other. There is not 

a cohesive organization that represents the entire textile value chain, both functionally and geographically. 

 Table 91 provides an overview of firms’ responses to the strengths, weaknesses, opportunities, and 

threats facing the North Carolina and United States textile industries. 
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Table 91: Industry-Location: North Carolina-United States: SWOT Analysis: Primary Data* 

NC Strengths: Supporting Environment 
• Infrastructure: Ports and Distribution (1 of 5) 
• Education and Training Resources Present (4 of 10) 
• Economic Development Support (0 of 2) 
• Quality of Living (0 of 2) 

 
NC Strengths: Industry 
• History (4 of 11) 
• Proximity to Supply Chain  (4 of 11) 
• Labor Pool Availability (3 of 6) 

NC Weaknesses: Supporting Environment 
• Infrastructure: Distribution and Travel: 

airports, use of ports (0 of 4) 
• Lack of collaboration and marketing of 

education and training organizations (9 of 16) 
• Economic Developers: Lack of marketing, 

collaboration, and textile knowledge (6 of 12) 
NC and U.S. Weaknesses 
• Industry Collaboration (8 of 16) 
• Mentality (4 of 12) 
• Lack technology adoption/upgrading (3 of 8) 
• Government: Legislation, Trade, and 

Procurement (9 of 12) 
• Organic Cotton (4); Cut/Sew Operations (2) 

U.S. Opportunities 
• Marketing Strengths of Existing Industry and 

Resources (3 of 8) 
• Sustainable Products and Supply Chains (2 of 7) 
• Replenishment and Speed to Market (3 of 10) 
• Lead firms desire for domestic suppliers (3 of 8) 
• Industrial or Specialized Product Markets (4 of 8) 

 
U.S. Supporting Environment   
• Government Supported Funding (5 of 11) 
• Industry-Specific Services (10 of 18) 
• Infrastructure for Sustainable Manufacturing (4 of 5) 

U.S. Threats 
• Decline in U.S. Related and Supporting 

Industries and Support (15 of 28) 
• Mentality: Lack of Trust, Narrow-minded, and 

complacent (4 of 15) 
• Lack of Textile Knowledge: Retailers, 

Government, and Consumers (2 of 10) 
• Certification Costs to Small Firms (1 of 4) 

*: Numbers in parenthesis indicate number of firms/organizations that mentioned in the interview. First number 
indicates the number of responses from interviewees in the textile component sector. 

Step #2: Evaluate the Findings: Combine Secondary and Primary 

Industry Dynamics at the Local-National Level 

 An adaptation of the Diamond Framework was used to evaluate industry dynamics at the local-national 

level, or in this case, for North Carolina firms. Primary and secondary data were combined to identify the main 

sources of each dynamic and the respective level of influence (low, medium high), when possible (Porter, 

1990). Strengths and weaknesses and opportunities and threats were identified. The Diamond Framework was 

used to determine external and industry-related power and relationships for the North Carolina textile industry 

(industry and location factors). 

• Internal: Demand: LOW 

o Buyers: presence of and relationship with lead firms LOW 

• Context for Firm Strategy, Structure and Rivalry: LOW 

o Institutions: firms participating in institutions: MEDIUM 

o External Relationships (economy-wide): LOW 
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o Competition: local firms dependent on lack of local competition: MEDIUM 

• External: Factor Conditions: MEDIUM 

o Labor pool: trained workforce, plentiful workforce HIGH 

o Transportation Infrastructure: roads, ports, rail, and air MEDIUM 

o Utilities: cost of water and energy: MEDIUM 

o Capital: access to finance: LOW 

o Taxes: business taxes: MEDIUM 

o Stability and support: political: HIGH 

o Education: basic K-12 education, research centers: MEDIUM 

• External: Related and Supporting Industries: HIGH 

o Suppliers/Cluster: presence of, relationships, and interactions: HIGH 

o External Relationships (industry-specific): MEDIUM 

 As a location, North Carolina is very strong in related and supporting industries for textile complex 

firms and relatively strong in external factor conditions. On the contrary, North Carolina is weak in 

relationships and the presence of buyers as well as horizontal competition and cooperation. As a location to 

support the textile industry, North Carolina is lacking in marketing, connections downstream to buyers, and in 

relationships among existing and potential firms and organizations. 

 Table 92 combines the primary and secondary data to outline the strengths, weaknesses, opportunities, 

and threats to the North Carolina textile complex.  
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Table 92: North Carolina: Primary and Secondary Results: Strengths and Weaknesses 

NC Strengths: Industry-Location 
• History of textiles industry in North Carolina  
• Proximity: NC has the largest base of textile 

firms and organizations 
• Labor/textile expertise: strength of the local 

labor force with trained textile employees 
Products:  
• Textile Components: thread, yarn, upholstery 

fabric, and nonwovens. 
• Textile Machinery 
• Final Products: hosiery, socks, knitted apparel, 

and furniture. 
Markets: 
• Top End-Use Markets (secondary data): 

Industrial (#1), Transportation (#2), Protection 
(#3), and Home (#4), Apparel (#5), 
Medical/Hygiene (#6) and Sports/Leisure (#6). 
Top primary results: Home Furnishings 
(72%), Apparel (69%), Medical/Hygiene 
(44%), Protection (36%) Industrial (33%), and 
Sports/Leisure (28%). 

• Top Distribution Channels (primary): 
Consumer/Retail (87%), Government/Military 
(44%), Institutional: hospitals, prisons, 
universities (44%). Significant increase in 
distribution channel diversity from past.  

Supporting Environment: General: NC 
• More textile supporting environment members 

than any other state (35 locations) 
• Infrastructure: proximity to ports 
• Presence of education and training facilities 

and supportive government 
• Quality of living: not an ultimate selling point, 

but helps recruit employees to NC facilities. 

NC Weaknesses: Industry-Location 
• Firm Attributes: family mentality, narrow focus, lack 

of long-term vision, and general lack of awareness of 
textile-related firms 

• Lack of horizontal relationships; secrecy; lack of 
trust. Improving with industry consolidation; 
recession. 

Products/Supply Chain: Missing Links: 
• Downstream: all buyer types 
• Lead firms (retailers, brand marketers) 
• Supply Chain Coordinators (NC, US, and Regional) 
• Final Product Manufacturers 
• Few vertical relationships; do not act as a chain 
• Decline in suppliers: fiber, yarn and dyeing, 

machinery support offices; mfg. moves, other value-
adding activities move; lack of experience 

Markets: 
• Bottom End-Use Markets (secondary data) 

Construction (#11), Agriculture (#10), Environment 
(#9), and Packaging (#7). Bottom primary results: 
Transportation (21%), Construction (10%), 
Packaging, Agriculture, and Environmental (3%).  

• Distribution (primary): Industrial (28%), 
Contract/Office (26%), and Hospitality (18%). 

• Public-Use distribution channels have increased 
compared to the past, but majority rely on retail  

Supporting Environment: 
• Infrastructure: Lack of flights without connections 

and cost, access from Charlotte to other major areas 
(Raleigh and ports), and Wilmington port not used.  

• Universities: lack of collaboration with local industry 
• NC Government and Economic Developers: lacking: 

collaboration among developers, industry knowledge, 
marketing, focus too much on existing industry  

North Carolina Opportunities 
Related and Supporting Industries 
Factor Conditions 
Market 
• Opportunities due to presence of firms serving 

growth markets: Medical, Transportation, and 
Protection. From primary results, Medical and 
Protection are also markets with biggest 
increase in firms serving the market. In 
distribution channels, government had the 
largest increase in firms. 

• Capitalize on history and industry legacy with 
brands, museums, and marketing. 

• Take advantage of potential industry 
crossovers with other NC industries. 

North Carolina Threats 
Presence of Local Demand (Buyers) 
Context for Firm Strategy, Structure, and Rivalry 
Market 
• Threats due to lack of firms serving these growth 

markets: Agriculture and Geotextiles, Environmental 
and Packaging. NC has the least representation in the 
growth markets. 

• Threats due to the significant number of firms 
serving static or declining markets: these markets: 
Apparel, Home, and Sports. 

• Offshoring of several parts of the textile supply chain 
leading to other parts moving offshore and service 
industry to decline 

• Lack functional upgrading by local firms 
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Step #3: Develop Plan to Increase Competitiveness  

 Based on analysis, the following are predications on how to increase competitiveness and value-added 

to textile suppliers using different upgrading strategies. 

Recommendations for Existing North Carolina Firms: Firm Upgrading 

Existing Firms: Process Upgrading: Technology 

 In the apparel industry, waste reduction could be better achieved through more sophisticated garment 

size coding or mass customization. This would eliminate the products that are never sold (DeCoster, 2007). 

Furthermore, using better supply chain planning software and technology will also help reduce unneeded 

products and facilitate coordination throughout the supply chain. Use of more logistics and information 

technology can also help domestic manufacturers form united supply chain networks.  

Existing Firms: Process Upgrading: Replenishment Market  

 Opportunities exist for this hemisphere to develop a supply base for the replenishment apparel market. 

These products receive higher premiums because of the quickness and unreliability of their purchase. This will 

require supply chain collaboration and a close relationship to lead firms. Forming these networks could be 

facilitated by supply chain planning technology and the emergence of a supply chain coordinator.  

Existing Firms: Product Upgrading: Functional and Multi-Functional Textiles 

 The current trend in consumer and public markets is in creating multi-functional products. This 

includes products that are not only aesthetically pleasing, but also provide an added bonus to the user outside of 

their original purpose. Examples include smart and intelligent textiles, technical textiles, and performance 

finishes. Apparel examples include “performance apparel” that offers the user anti-wicking, anti-odor, or anti-

microbial protection. Home furnishing examples include water-resistant or flame-retardant mattresses and pads, 

“self-cleaning” upholstered furniture, or memory-foam pillows. Opportunities also abound in creating 

collaborative products from different industries, such as electronics and textiles to create products with sensors 

for medical or protective applications, conducting textiles, or the Nike + I-Pod running shoes.  

Existing Firms: Product Upgrading: Fast Fashion and Higher-Quality Products 

 Currently, most fashion products are sourced from Asia, and basic products are sourced from Central 

America. There is no logistical advantage to using this sourcing model. Mexico and Central America have an 

advantage over Asian suppliers based on the time it takes to get orders to market. In an interview with Rick 

Darling of Li and Fung, “in some cases, suppliers in the Western hemisphere missed their opportunity to seize a 

greater share of the market by failing to deliver on higher-quality items.” Over the last several years, brands and 

retailers have been exploring alternative sourcing areas outside of Asia in an effort to maintain diversification. 

Yet they are also chasing lower prices. In China, rising costs of energy and labor spurred a gradual shift away 

from the country (Tucker, 2009). Do to the recession, lead firms have started placing more emphasis on price, 

but this may not be the case after the global economy emerges from this recession. 
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Existing Firms: Product Upgrading: Rise of Private Labels and Specialty Retailers 

 Although there is a decrease in the number of retailers, there has been a rise in lifestyle marketing and 

branding resulting in more brands for consumers to relate to. More brands mean more opportunities for 

suppliers to connect with lead firms based on the unique product offering of the brand. Retailers desire asset 

specific investments from suppliers to develop these brands. Suppliers benefit from the long-term relationship 

and competence power they build with the brand based on their intrinsic knowledge of the firm. Brand types 

include private-label, specialty retailer brands, retailer-exclusive brands, licensing agreements and celebrity 

endorsements.  

Existing Firms: Product and Process Upgrading: Sustainable Manufacturing 

 Opportunities exist for manufacturers to upgrade their manufacturing process and product offering. 

Using more eco-friendly inputs such as organic cotton, recycled fibers, or reusing waste materials can achieve 

this. Another possibility is by using a more sustainable manufacturing process; this includes reducing wasted 

materials, chemical usage, water consumption, and energy usage. This can also be achieved by using alternative 

manufacturing methods such as organic textile processing, or by using energy sources with a lower 

environmental footprint such as bio-diesel. Furthermore, rising energy costs could be used as a stimulus to 

encourage domestic manufacturers to develop more energy efficient production processes and regional sourcing 

capabilities that lessen the environmental footprint of their products. Firms need to market these capabilities to 

lead firms with expressed interest in sustainability issues.  

Existing Firms: Product and Process Upgrading: General 

 In order for developed countries to remain competitive in the global economy, they will have to rely 

more on knowledge, technology and intangible assets. Moving up the value chain implies a continuous process 

of change, innovation and productivity growth. Products and services that are currently regarded the most 

innovative and experimental ultimately end up as commodities that can be produced anywhere by many 

producers. “If developed countries are to remain competitive in the global economy, they will have to rely more 

on knowledge, technology and intangible assets (OECD, 2007). Moving up the value chain implies a continuous 

process of change, innovation and productivity growth.  

Existing Firms: Inter-Firm Upgrading: Filling: Platform Leaders 

 North Carolina’s product strengths are primarily in textile components, including thread, yarn, woven, 

knit, and nonwoven fabrics. These firms are ideally positioned to become platform leaders, if they expand their 

breadth or increase focus on other value-adding activities such as marketing/branding, final new product 

development, and supply chain logistics (full-package coordination). Few firms have used their product 

knowledge to collaborate with lead firms in these areas.  
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Existing Firms: Functional Upgrading: Full Package 

 An opportunity exists for textile or final product manufacturers to fulfill the missing links in the 

current textile and apparel value chains. Currently, supply chain coordinators, agents, or full-package 

manufacturers do not readily exist in this state, country, or hemisphere. These firms would form supplier 

networks to collaborate with lead firms. Firms willing to take on the responsibility of coordinating chains, have 

the opportunity to form long-term partnerships with lead firms based on the aforementioned product trends.  

 Due to current fluctuations in oil prices (affecting energy, transportation, and raw material materials) 

and rising manufacturing costs in China lead firms are looking for new full package sourcing outlets closer to 

home to in the event manufacturing costs continue to increase.  Firms should look for collaborations in free 

trade agreement countries (DR-CAFTA, NAFTA, and HOPE) to create full-package networks. These countries 

provide lower labor rates, and cut and sew capabilities that are not readily available within the United States. 

More competitive prices can be achieved because these imports do not face duties upon entering the United 

States. One historical deterrent to full package production has been a lack of trust and collaboration among 

firms. However, due to the recession, companies are warming up to idea of collaborating. This could lead to a 

paradigm shift that would enable firms to form full-package networks and collaborate with lead firms.  

Existing Firms: Functional Upgrading: Filling Missing Links in the Chain: Lead Firms 

 There are also opportunities for firms to move into the distribution, sales, and retail segment of the 

chain. There is an emerging market need for lead firms with entire business models that encourage sustainable 

production and consumption (DeCoster, 2007). A firm assuming this role would focus on developing brands 

and consumer awareness around sustainable production. A firm moving into this position could continue to own 

manufacturing, or outsource manufacturing to regional suppliers. A current manufacturing example of this is the 

Cotton of the Carolina’s initiative.  

Existing Firms: Channel Upgrading: Product and Market Diversity 

 One key to success is to diversify into multiple industry sectors and geographic markets (Janecke, 

2009). 

Existing Firms:  Channel Upgrading: Protection Market: Government Procurement 

 Due to existing legislation provided by the Kissell and Berry Amendments, opportunities exist to 

provide products for military application. Selling products to the military is a protected market channel that 

should be used to develop products and supply chains that can be carried over from the protection market to 

other markets such as sports and leisure, apparel, or industrial using other market channels (retail or public-use). 

Firms are encouraged to sell products using this market channel, but should view it as a springboard for 

entrance into other markets. 
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Existing Firms: Channel Upgrading: Environmental and Construction Market Products 

 National investment and stimulus funding for infrastructure improvements and “green” buildings 

creates opportunities for textile manufacturers to manufacture and develop textile products that feed into the 

environmental and construction market segments.  

Existing Firms: Channel Upgrading: Exporting Environmental and Construction Products 

 Opportunities exist to export environmental products and construction materials to foreign countries 

due to the recent global investment and stimulus funding for infrastructure developments. Some national 

investments are targeting domestic suppliers, however most countries do not have the internal capacity, 

technology or resources to manufacture some of the technical components and final products they need.  

Existing Firms: Channel Upgrading: Upholstery: Residential to Public Furniture  

 Upholstery manufacturers have the opportunity to expand into the public furniture market distribution 

channel (contract, institutional, hospitality) based on products similar to ones they currently manufacture for the 

residential furniture industry. The public furniture industry is more focused on quality and sustainable 

manufacturing practice, and lead firms strongly prefer to source products domestically than from overseas.  

Existing Firms: Channel Upgrading: Focus on Public-Use Markets 

 Most firms in the sample focused on the retail/consumer-markets, however this misses many 

opportunities in the public-use markets including contract, hospitality, institutions, and government 

procurement (outside of military). Buyers in these markets are not reselling the goods they purchase, they 

making an investment in the products they need to operate. Buyers still consider price in the equation, but there 

are several qualities that are equally, if not more important, in the decision making process. Buyers place more 

emphasis on quality, durability, design, and performance and are willing to pay a premium for these attributes. 

Furthermore, many products must meet rigorous product and process standards that ascertain their functional or 

sustainable capabilities that may represent a cost at first, but also represent a barrier to entry for foreign 

suppliers that cannot attain these standards.  

Existing Firms: Channel Upgrading: Exporting 

 Due to recent changes in currency exchange rates, manufacturing costs in this country are becoming 

more attractive. When currencies rise in value relative to the US dollar, exports from that country become more 

expensive for U.S. buyers. When they fall in value, the exports become less expensive, and more attractive for 

sourcing.  

Existing Firms: Chain Upgrading: Complementary Markets 

 As a component product, textiles represent a natural connection to chain upgrading with 

complementary industries. Crossovers exist with several of the industries identified in the recent NC reports 

including: hospitals, aerospace and motor vehicles from Phase I and agriculture, construction, boat building, 

aircraft and engines, and architectural engineering from Phase II.  
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Additional Support and Firms Needed 

Business, Information and Technology Services: Needs 

• Better promotion of technologies for process and logistic optimization: (Lean, SCM technology). 

Textile Education and Extension and NCSU Industrial Extension offer these services, but technology 

adoption among textile manufacturers has historically been very low (Cagle, 2006; DeMarchi et al., 

2007). 

• Collaboration among local public and private, industry-specific and economy-wide actors: 

Example: S.C. Council on Competitiveness, NC Biotechnology Center.  

• Better technology transfer and product development: an organization to disseminate research and 

facilitate technology transfer and product development is needed. An example of such an education 

and supply chain network within the textile complex are the Nonwoven Institute and the Nonwoven 

Cooperative Research Center. Organizations such as this would benefit other sectors within the textile 

complex. The Institute for Textile Technology is a similar organization that currently exists, but is not 

widely known or valued among industry members. Perhaps a revitalization of the organization to focus 

on technical, industrial, smart, or performance textiles with collaboration and support along the entire 

supply chain would be beneficial. If a new organization is created, it is recommended that the 

organizations’ focus be from a market rather than a product standpoint due to the nature of product 

development and market collaboration necessary in today’s industry. Other examples outside of 

textiles that perform similar functions include: Charlotte Research Institute, Franklin Furniture 

Institute, NC Biotechnology Center, and the NC Motorsports Association.  

• Capabilities and marketing of small-scale supply chains: an organization and resource is needed to 

facilitate development and marketing of small supply chain networks that will produce low volumes or 

specialized or basic products for small firms and entrepreneurs. This could be an additional focus of 

the NC Textile Connect website. 

• Supply chain coordinators: an organization to facilitate collaboration throughout the value chain is 

needed, particularly to connect manufacturers with each other and with lead firms. The organization or 

firm would form networks of manufacturers and help identify and create opportunities for the network 

to develop, design, manufacture, and test products with lead firms.  Examples: Existing: Context: 

French Organization: brings together the entire textile complex: Hong Kong Trade Development 

Council’s supplier check with Dun and Bradstreet and INTEREK. Firm example: Li and Fung. 

• Consultants: are needed to provide services to firms interested in technology, product, market, and 

marketing trends at an affordable price. 
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Trade and Professional Associations: Needs 

• Consolidation or synchronization of industry groups and events is needed. There is too much 

overlap in topics covered at industry events, and trade shows are too close together or overlapping.  

• Increased, better and more unified marketing of regional, U.S., and NC production capabilities. 

Current examples include: Cotton Inc.’s Cotton USA Sourcing Program, SPESA: Supply Chain of the 

Americas Pavilion at MEGATEX, and SEAMS Made in the USA program. These efforts would be 

stronger if they were more widely publicized to other groups and to potential buyers. The American 

Apparel Producers Network (AAPN) is an example of a supply chain/network based professional 

organization that markets and networks to lead firms on behalf of its members. Such an organization 

would benefit other textile-related industries and should be created for industries outside of apparel to 

increase visibility.  

• Interdisciplinary collaboration: an organization that brings together different industries to develop 

new products is needed. North Carolina has done a good job of marrying its strengths in textiles and 

biotechnology, however other opportunities exist with other emerging and existing technological fields 

such as nanotechnology, information technology, and electronics.  

NGOs and Standards (National-International): Needs 

• Standards for sustainability-related issues are needed. This includes sustainable manufacturing 

process, organic, and recycled product standards.  An important distinction between work on social 

improvements and environmental issues is a lack of clear established international standards. The ILO 

standards have helped raise working conditions, but the lack of an equivalent in the environmental 

field is a drawback. The OIA is working on establishing environmental. The IAF and International 

Union for Conservation of Nature (IUCN) are also moving together in this direction. Standards are a 

necessary step and the ability to benchmark is needed. Sustainability means a lot of things to a lot of 

different people and this is an issue (Cooper, 2009), 

• Develop standards for other technical/performance products: standards can be used to show the 

quality and value of products (and resultantly) firms over competitors. This is of particular importance 

in several instances. In government procurement for industrial applications, buyers have very limited 

knowledge of the textile products and their capabilities. Therefore, buyers typically rely on established 

suppliers or base their decisions on price, when a better quality product is likely to last longer and 

create fewer safety issues along the sway. This makes it difficult for new firms to enter the market. 

Standards are also important to set domestic manufacturers apart from foreign competitors. Again, 

buyers have limited knowledge of the products they are purchasing, so without established 

benchmarks, price plays a larger role in the decision making process. 
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• An organization to represent and coordinate sustainable supply chains 

Government Services (Local-National): Needs 

Local 

• Simplification and increased funding of the existing training grants 

• Increased marketing of the existing funds, incentives, and resources available to existing and 

potential NC firms. From the industry interviews, few firms were aware of the economy-wide 

resources available to them.   

• Local economic developers need industry-specific knowledge and need to be aware of support 

available to all industries (including textiles): due to the current organization within the NC 

Department of Commerce, developers do not have an industry-specific focus. Lack of industry 

knowledge and resources makes it difficult to assist firms with opportunities in the multiple textile 

market and distribution channels.  

Local and National 

• Economic developers need to collaborate with other local, regional, and state developers 

• Provide funding opportunities for trade show participation for firms and organizations: WTO 

allowable if opportunities exist for all industries. Current Commercial Service packages are still 

expensive. Other countries, such as Europe and Asia (China), subsidize trade show participation.  

• Policy makers should coordinate trips not just to trade fairs, but to locations of the lead firms and 

buying firms within the industry. 

National 

• Decrease complexity of trade agreements. Free trade agreements are too complicated.  Rules of 

origin add complexity and cost to trade, and many prefer not to use them. 

• Facilitate long-term strategies; too much protectionism: domestic textile companies have suffered 

because they have focused on how to protect what they do as opposed to focusing on what is 

happening around them and what is happening to their business from a global perspective. For many, 

when it dawned on textile firms that something was wrong, it was already too late (“N.C. textiles need 

to knit new niches”, 2005). 

Infrastructure and Finance: Needs 

• Develop capabilities of the NC Port: textile firms indicated that their buyers determine the port the 

firm will use, and buyers base this decision on the presence of important shipping and 3PL firms at the 

port and the available shipping routes. In order for firms to view the port as viable, efforts should be 

focused on recruiting and convincing leading shipping and 3PL companies. Furthermore, routes to 

major ports of textile producing countries with free trade agreements, including Central America, 
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Mexico, the Dominican Republic and Haiti, should be added. Firms often base relocation decisions on 

the proximity to a viable port; so continued development of the port’s capabilities will be crucial to 

future success. 

• Alternative energy sources and recycling centers: help companies find or create incentives to use 

alternative energy and recycled materials. This will help firms pursue the market opportunities within 

environmentally, sustainable supply chains.  

• Facilitate lending: factories are hurting right now because prices are tumbling, customers are delaying 

payment or not-paying (as well as taking forever to confirm orders), and banks are getting nastier 

about credit (just-style.com, 2009a). The recent bankruptcy threat with CIT also caused disruptions and 

unease throughout the supply chain. Funding from the private sector, such as lead firms and venture 

capital, is a viable alternative source that is not well established within the existing North Carolina 

complex.  

Education, Testing, and Training: Needs 

• Buyer/retailer/lead firm education: textile buyers would benefit from more knowledge on the 

benefits of different textile fibers, structures, products, and performance properties. Lead firms set 

unnecessarily high standards and certification requirements on suppliers that could be eliminated 

through better knowledge of textile products. Few retailing executives—even those with long and 

illustrious retail careers—understand the entire supply chain. This is a consequence of years of 

functional and departmental optimization within the industry. Retailers traditionally have not valued 

managers with broad experience; they instead have embraced depth of narrow experience. Without 

people who understand the downstream implications of changes to upstream work in the value chain, it 

will be difficult for retailers to optimize the concept-to-market process (Kurt Salmon Associates, 

2008). [TC]2 offers such a course (Apparel Manufacturing). This course should be marketed as 

including textile manufacturing, and should be more widely promoted. 

• Marketing education for textile firms: additionally, textile manufacturers would benefit from more 

knowledge and training on the importance of partnerships with retailers and how to form relationships 

with buyers and suppliers who may have limited knowledge of your products.  

• Education and industry collaboration: programs for the general textile industry such as the Institute 

for Textile Technology (ITT) and the National Textile Center exist, but they do not actively form the 

necessary link between industry and academics. Without working together, academic output will go 

unrecognized or will not meet the current needs of industry. Industry participants need to be aware of 

these organizations, and they need to see the value of participating. 

• Marketing: consumer and economic developer textile education: the general public does not know 

what a textile is, and are not aware of the applications of textiles. Better education of the textile 
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industry is necessary for a paradigm shift. New, widely accepted, terminology may be necessary to 

replace existing low-wage, outdated stigma.  

• Marketing: consumer education of the textile supply chain: if consumers were aware of the 

complexity and environmental footprint of a global textile supply chain, more consumers would likely 

create demand for locally produced products. Similarly, a rise in local production could result from 

consumer awareness of the real difference in price between a domestic or regionally produced product 

and a product manufactured in Asia.  

• A program to link resources available at NC State University with capabilities within the 

Community College system. The current centers and programs at the community college (HTC, TTC, 

MBC, CCP) would benefit from access to NC State University’s facilities for testing and training. The 

community college system offers a more approachable setting for firms and could result in less “red 

tape” to create a collaborative project or to use facilities.  

Filling Missing Links: Needed Supply Chain Linkages 

Recruiting Firms: Filling Missing Links in the Chain: Lead Firms 

 North Carolina’s (and the southeastern United States) footprint in the textile value chain is in cotton 

textile production, and home furnishings final product manufacturing.  The southeastern region never fully 

expanded downstream into the distribution, sales, and retailing sector. As final product manufacturing has 

moved offshore, it has left the remaining NC textile-manufacturing firms highly disconnected or altogether 

missing a link to the buyers of the final products their textiles feed into. These buyers (or their first tier 

suppliers) are also the firms that coordinate, control, and determine the highest value-adding segments of the 

chain: product development, design, logistics, marketing, and consumer services as well as who will be part of 

their supply chains. In order to help existing firms survive, North Carolina should focus recruitment efforts on 

lead firms. This includes mass retailers, specialty retailers, brand owners, and brand manufacturers. It is 

unlikely these firms with move from their current locations, but they could be targeted for distribution or 

logistics centers, research facilities, or sales offices.  

 North Carolina has a nationally recognized, legacy of textile, home furnishings, and apparel 

manufacturing. North Carolina has regionally recognized emerging strengths in technology-intensive industries, 

education, research, and to a lesser degree, “advanced manufacturing.”  North Carolina is also centrally located 

along the eastern coast with access to the major interstates (I-40 and I-95). Together, these qualities make North 

Carolina a natural target for recruiting the missing firms within the textile value chain. 

Recruiting Firms: Filling Missing Links in the Chain: Platform Leaders 

 Opportunities also exist to recruit platform technology leaders to North Carolina and the southeast 

region. Current trends in product develop highly revolve around creating and integrating functional textiles into 
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final products. This requires chain upgrading, or firms from outwardly distinct fields to collaborate to form new 

products for diverse market and distribution channels. Opportunities exist in the industrial, retail, and 

institutional market distribution channels North Carolina has begun this process with medical textiles, but 

opportunities also exist in electronics, geotextiles, construction materials, sporting goods, and environmental 

products.  Currently, the firms integrating and developing these technologies are not located in North Carolina 

as seen from the limited number of firms on the Leading Strategies of Technical Textile Firms and SFIT firm 

lists.  

Recommendations for Supporting Environment: Develop Strategic Plan 

 To improve a location’s competitiveness, all elements affecting the context for productivity and 

innovation in individual firms and chains have to be looked at. Four dimensions are critical elements of such a 

strategy: 

o Improve the position of existing firms (upgrading) 

o Address cross-cutting weaknesses in the general business environment (weaknesses) 

o Define an overall understanding of the unique value the area provides relative to other locations 

(strengths: recruiting) 

There are three key groups involved:  

• Government and Economic Developers (Infrastructure and Finance):  

o NC Department of Commerce 

o Energy Companies 

o Ports Authority 

o US Department of Commerce and OTEXA 

• Education, Testing, and Training (Business, Information, and Technology) 

o NC State University (including ITT, NCRC, Textile Extensions and Engagement) 

o Community College Program 

o Textile Technology Center 

o Hosiery Technology Center and Manufacturing Solutions Center 

o Cotton Inc 

• Trade and Professional Associations (NGOs and Standards): 

o NC Organizations: SYFA, STA, NCTO, AATCC, INDA 

o Connections to organizations outside of North Carolina 

Plan: Textile Value Chain Competitiveness Initiative and Center: A Collaborative, Unified Development Effort 

 Analysis indicates that the supporting infrastructure for the textile industry is well represented in North 

Carolina, however these groups are currently working as silos. In order to sustain and expand the current textile 

complex in North Carolina, ongoing academic, industry and government collaboration and support are needed 
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to identify, develop, improve, expand and fund new developments. To achieve this, a competitiveness initiative 

and organization to increase collaboration among these parties is needed. The initiative provides the common, 

shared conceptual framework for competitiveness and provides direction for all parties involved (Sölvell, 

Lindqvist, & Ketels, 2003). The organization creates a single point of contact to implement and direct the 

actions outlined in the initiative.  

 Similar efforts have been recognized as key competitive factors in establishing and maintaining a 

global competitive position in a number of industries (Schuler & Buehlmann, 2003). The success of an initiative 

tends to coincide with areas that already have a solid industry foundation and a good business environment. 

Based on analysis from this research, North Carolina provides the solid framework needed to create a successful 

initiative.  

 Common nomenclature related to plans to increase regional industry growth and competitiveness 

include center of excellence, innovation system, and cluster initiative. For the proposed initiative, three 

elements should be pointed out from these concepts. A cluster initiative is an organized effort within a region, 

involving cluster firms, government, and/or the research community (Sölvell et al., 2003). One goal of the 

proposed initiative is to expand the scope from a cluster to include entities throughout the entire textile value 

chain, as it is represented in this report.  

 Second, the initiative should include horizontal collaboration from complementary, related industries 

from the center of excellence concept. Complementary industries include those that have potential product and 

market crossover with textiles. Resultantly, stakeholders included in the textile value chain competitiveness 

initiative should include firms throughout the textile supply and value chain as well as interrelated, 

complementary industries, government, industry organizations, research institutes and universities, and service 

providers that reinforce/support the industry. 

 Last, the initiative will focus on improving the competitiveness of the North Carolina textile complex. 

However success of the NC textile complex is highly dependent on the future success of the additional pieces of 

the supply chain that cross state lines. Due to industry consolidation, the future of the domestic industry is 

highly dependent on critical pieces that are not located within North Carolina. Therefore, the initiative’s goal 

will be to assist the NC industry, which must also improve the competitiveness of entire domestic industry.  

Benefits: 

 Competitiveness initiatives establish the infrastructure to develop and enhance long-term strategies for 

the firms and the location. Increased cooperation among the firms in the cluster is, not surprisingly, the 

strongest impact on the cluster reported in all economies. Such an impact would greatly benefit the existing NC 

textile complex given the low degree of collaboration among firms and among the supporting environment. 

Furthermore, the initiative will provide the type of support needed to grow small and medium-sized enterprises, 

including: technological assistance, innovation management, access to risk capital, access to R&D results, 
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short-term access to tacit knowledge, and information on patents and licenses, to name a few key aspects of the 

innovation process (Cook & Memedovic, 2003). 

The Textile (Value Chain) Competitiveness Initiative should focus on six areas:  

• Product and Market Research 

• Standard development and testing 

• Networking and industry (value chain) collaboration  

• Education and training   

• Innovation and technology development and transfer  

• Marketing and investment attraction (recruiting)  

1. Product and Market Research 

• Focus: to provide firms with access to affordable research on product and market trends and 

opportunities 

• Who: Existing Capabilities to Market and Develop: [TC]2, Cotton Inc, NCSU Textile 

Management Science Lab 

2. Standard development and testing 

• Focus: develop relationships with existing testing and standards organizations to facilitate the 

development of industry standards for performance and sustainable textile products 

• Who: development in coordination with passing of the OUTDOOR Act, collaboration with [TC]2, 

Outdoor Industry Association (OIA), ACT, BIFMA, LEED, National Standard Institute (NSI), and 

the Organic Trade Association (OTA).  

3. Education and training 

• Focus: to determine and create new education opportunities to enhance current industry skill sets 

and skill sets of buyers to assist existing firms.  

• Who: Existing Capabilities to Market and Develop: NC State College of Textiles, Textile 

Education and Extension, NC State Industrial Extension, Textile Technology Center, Hosiery 

Technology and Manufacturing Solutions Center, [TC]2,  and AATCC.  

4. Innovation and technology development and transfer 

• Focus: to facilitate collaboration between academia and industry to develop new products.  

• Who: Existing Capabilities to Market and Develop: NCRC, T-PACC, ITT,  

• Needed: Broader focus on complementary industries for potential product crossovers.  

5. Networking and industry collaboration 

• Focus: to promote collaboration among existing firms, within the supporting environment 

members, and between existing firms and lead firms. 

• Who: Existing Capabilities to Market and Develop: SYFA, STA, NCTO, AAPN, AATCC, 
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SEAMS, NTA, NCMBC, SBA, SBTDC, NC Department of Commerce, and the North Carolina 

Textile Team.  

• Key Resources: Textile Connect and NC Textile Connect  

6. Marketing and investment attraction (recruiting) 

• Focus: internal marketing of available resources to North Carolina firms and external marketing 

of North Carolina’s capabilities and strengths to potential firms to recruit or form relationships.   

• Who: NC Department of Commerce, College of Textiles, Trade Associations, and Training 

Centers   

• North Carolina Department of Commerce: Existing and Recruiting Firms: Marketing: Lead firms 

are largely unaware of existing North Carolina or national production or research capabilities and 

resources. Economic developers can assist existing firms by marketing textile firms’ collective 

strengths and presence, as well as the strengths and existence of the many industry-specific 

resources within the state and region to potential lead firms. Adequate industry-services exist, they 

just need to be tailored to industry trends and promoted to the industry.  

• Key Resources: Textile Connect and NC Textile Connect  

The Center: Activities 

 The goal of the center will be to coordinate the following efforts. The Center will play the primary role 

in facilitating industry collaboration and networking and an initial role in product and market research 

coordination. The center would be responsible for: 

• Support the future developments of the Textile Connect websites 

• Reach out to the textile complex and communicate the research activities going on in the academic 

institutions to better meet the needs of industries; 

• Facilitate better technology transfer from the universities to current industry; 

• Form relationships with outside organizations that would benefit current industry 

• Review existing catalogues of research activities in the universities, assess suitability for informing 

prospective industry partners, revise as necessary, and communicate the resource to business in the 

state; and  

• Develop networking opportunities to bring together researchers and private sector scientists, engineers, 

and professionals 

The Center: Financing and Infrastructure 

 In a review of similar global initiatives (Sölvell et al., 2003), one key element of success was a small 

operational budget to finance a physical entity with a dedicated facilitator to represent the initiative. If such a 

resource is not available, initiatives are very hard to sustain over time. Of the initiatives researched in the study, 

75% had an office, 79% had a website and the median number of employees in the office was three.   
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 Government is crucial in terms of financing the initiative and securing at least some level of 

organizational support. In existing advanced economies’ initiatives, most of the financing is provided by the 

government. No negative effects were found from government financing the budget as long as the private sector 

remained heavily involved (Sölvell et al., 2003).  The office and organization should be at a neutral location and 

ultimately be organized as a non-profit organization outside of the academic and government system.  

 Initial, start-up support can come from the North Carolina Department of Commerce. For the first year 

of the initiative, only a director will be needed to begin coordinating the efforts among industry, government, 

and academia. Potential funding models and sources for sustained development include:  

• Alfred Sloan Foundation: HCTAR, GVC Initiative 

• National Science Foundation (NSF) Grant: NCRC 

• U.S. Department of Commerce: [TC]2, NTC, HTC 

• NC General Assembly: NC Biotechnology Center 

• Golden Leaf Foundation: example: wine industry 

• North Carolina Textile Foundation (NCTF): private organization supporting the College of Textiles  

RO3: Key Findings 

 The following are key findings for the North Carolina textile complex based on the outcomes of using 

the research approach (See also Appendix: Figure 43): 

1. North Carolina lacks network models, relationships, and downstream connections 

• Networks became common in the 1980s; yet firms still operate as nodes in a chain. The nature of 

business changed and NC firms stayed the same.  

• The infrastructure needed to facilitate collaboration does not exist. The largest organization is for 

trade legislation, which is not always the answer. 

• Recruitment is needed to fill the missing connections to the most important part of chain: buyers 

and lead firms. 

2. North Carolina has strong existing firms 

• North Carolina is strong upstream representing an opportunity to diversify and collaborate to enter 

new markets or complementary industries. 

• Based on statistics and interviews, NC is clearly the leader within the U.S. in textiles 

• Yet from the viewpoint of the world and lead firms (even the few in NC), NC is unknown or 

viewed as a legacy. Firms doing it right need to remain proactive and increase marketing of 

existing capabilities. 

• A more global perspective of the textile complex is needed for firms to succeed in today’s 

industry. 

3. North Carolina has a strong supporting infrastructure; but three things are missing: 



 

 

 252 

• Marketing capabilities of the supporting environment within and outside NC 

• Resource: for smaller scales and entrepreneurs: Potential with NC Textile Connect 

• Connecting supporting infrastructure to each other and firms 

 

 The following key findings pertain to the outcomes of applying the research approach. 

1. The approach was used in this study to develop a plan involving all stakeholders (industry, 

government, and academia) to assist the existing North Carolina textile complex.  

2. This research approach can be adapted to fit the structure and dynamics of other North Carolina 

industries. 

3. The approach can be used to map the structure or evaluate the dynamics of the textile complex in other 

locations or firms.  

4. This approach can be used to evaluate the competitive dynamics related to any topic affecting the 

textile complex. 
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Chapter 5: Conclusions and Recommendations for Future Research 

 This study has recognized the need for a new research approach to analyze the textile complex. Global 

to local changes in economy-wide and industry-specific textile dynamics have created the need for firms and 

economic developers to reevaluate the way they develop competitive strategies and economic development 

initiatives. Due to recent developments in both the textile industry and the business environment the generally 

accepted notion of the firms and activities that comprise the textile industry has become much less clear-cut and 

resultantly more difficult to comprehend. One way to facilitate understanding of the intricacy of an industry is 

by creating a common language that can be used universally to bring together the globally and functionally 

diverse parts. To achieve this, value chain-based approaches used to analyze industrial organization in the fields 

of economics, sociology, geography, and management were reviewed and compared.  

 Two main streams of industrial organization research used to evaluate competitiveness were compared 

and combined. The first field, strategic management has a microeconomic and business management 

foundation. The second stream, economic sociology, comes primarily from the sociology and geography 

sciences. In the past, little dialogue has existed between these two camps. They have been combined by 

practitioners, but not in the academic literature. Each approach stems from different disciplines with different 

research purposes, yet structurally, they are similar in several ways. Each approach seeks to explain industrial 

organization, where and how firms locate and the activities they engage in, using the concept of a chain (or 

network) as the organizational structure of activities or business functions. Each analyzes factors related to 

firms, industries, and the external environment, but do so to assist different target audiences using different 

strategies of inquiry. Whereas each field seeks to focus on certain elements, this study showed how the core 

principles in each discipline are in fact, quite similar and complementary. Results indicated that combining the 

complementary insights from these two streams of literature would lead to a more comprehensive framework to 

evaluate the strategy development process and industrial organization dynamics of global value chains. 

 Based on these findings, this study filled a current gap in the research by developing a comprehensive 

value chain-based research approach that describes the complete set of dynamics that cause shifts in industrial 

organization patterns. By combining the key elements of strategic management and economic sociology 

research by integrating, adapting and modifying several frameworks and models, a new research approach was 

created. The new research approach includes a research process, framework and visual representations. The 

framework developed in this research includes the nature of relationships among stakeholders and their 

importance to the outcomes and competitiveness of the network in addition to the traditional firm-focused 

factors. Stakeholders can use the approach to understand the multiple facets of the textile complex, and 

recognize how they fit into a larger network.  

 A value chain approach was developed because it allows the focus of analysis to be shifted from the 

physically limited organization to the steps or nodes in the production process that are not necessarily organized 
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at a single location or within the confines of a single contractual relationship. The value chain approach allows 

attention to be shifted to the entire production chain and to each of the activities of which it is composed and 

where value is added. The new research process evaluates factors internal to the firm and the inter-firm 

network, factors external to the chain from both industry-specific and economy-wide viewpoint and where the 

firm or location fits into the big picture. The new approach spans the micro-meso-macro divide by including 

firms, inter-firm networks, industries, and the environment, and by analyzing changes within and between these 

levels of analysis in the past and present. It can be used to describe and analyze the internal and external forces, 

actors and actions that impact the competitive dynamics of the value chain. The research process can be used by 

(a) firms to determine competitive strategies, tactics, and actions, (b) the supporting business environment to 

determine the best strategies to facilitate economic development, or (c) academics to understand and analyze the 

roles of industry structure, stakeholders and their relationships to economic competitiveness.  

 Finally, this new approach was applied to the textile complex. The new visual and conceptual models 

represent the complexity of the current textile industry and can be used to analyze, visualize and connect firms, 

industries and countries involved in the textile complex both locally and globally. Applying the approach to the 

North Carolina textile complex has illustrated the usefulness of the framework and has demonstrated how the 

approach can be used to develop an economic development strategy. The outcomes of this research were used to 

develop sustainable competitive strategies for firms within the North Carolina and to help local economic 

developers with the task of supporting local industry.   

Conclusions  

 This study developed and applied a research approach that provides a comprehensive view of the past 

and the present forces driving change in the organization and relationships among stakeholders in textile value 

chains. This approach can be used to predict future competitive dynamics and develop sustainable competitive 

upgrading strategies. This included three phases of research to achieve the following three research objectives 

and conclusions:  

1. Identify differences and complementarities in the structural and dynamic factors that comprise value 

chain-based approaches, frameworks, models, and research processes used in industrial organization 

research. 

 After completing the first research objective, it was determined that the basic steps in the research 

processes used to develop competitiveness strategies by firms and economic developers are very similar. 

Furthermore, factors used in strategic management and economic sociology is used interchangeably in practice, 

but they are not often intertwined in the academic literature. A more robust, holistic model of the factors 

affecting competitiveness is possible by combining complementary elements from the strategic management 

and economic sociology and geography fields. 
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2. Develop a research approach to analyze industry-specific and economy-wide business dynamics by 

combining and operationalizing existing approaches. 

 A research approach was developed that can be used to identify the current strengths, missing links and 

support available to firms, chains or locations. This information can be used to identify opportunities to enhance 

the competitiveness of existing participants as well as additional firms, organizations, and linkages that can 

complement and promote the growth of existing capabilities. The new approach is industry-neutral and can be 

modified to fit to any type of industry. Furthermore, it is scalable; it can be used to map industry structure or 

evaluate competitive dynamics with a local to global focus. The approach is equally applicable to firms or 

economic development practitioners developing competitive strategies. Finally, the new research approach 

expands the traditional strategy formulation process in several ways:  

• Analysis includes different end-market distribution channels, and not just customers. 

• Analysis looks at different types of customers based on different end-use markets 

• Analysis looks at relationships: among similar firms, among firms and the supporting environment, 

and among firms and different types of buyers.  

• Analysis looks at  “governance:” the factors that affect the buyers’ decision-making process when 

selecting firms and countries to buy products from.  

• Analysis looks at the macro business environment and institutions—global, economy-wide and 

industry-specific changes affect local decisions and competitiveness 

• Analysis has a time element: past and present; traditional only analyzes the present 

3. Apply the research approach to the North Carolina textile complex. 

 In this study, the approach developed in Phase II was used to provide a holistic view of the internal and 

external factors impacting the competitiveness of firms in the North Carolina textile complex.  However, the 

approach can also be used to map the structure or evaluate the dynamics of the textile complex in other 

locations or firms or it can be used to evaluate the competitive dynamics related to any topic affecting the textile 

complex 

 Using the approach, the following conclusions were made regarding the competitive potential of the 

North Carolina textile complex. First, the North Carolina textile complex lacks network models, relationships, 

and connections downstream and there is not a supporting infrastructure in place to facilitate collaboration. 

Future requirement efforts should target filling the missing links to lead firms downstream.  

 The North Carolina textile industry has strong existing firms in the textile sector. North Carolina is 

very strong upstream. Firms have the opportunity to diversify into new markets and complementary industries. 

Based on statistics and interviews, North Carolina is clearly the leader within the U.S. in the textile sector. 

However from a global standpoint, North Carolina is relatively unknown or viewed as a legacy location to 
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buyers, and is not viewed as an important location in the global industry. The firms that are still competitive 

need to remain proactive and increase marketing of existing capabilities.  

 Finally, North Carolina has a strong supporting infrastructure, but three things are missing. First is 

marketing. Firms and supporting organizations need to market the capabilities that exist within the state in 

buyers, potential firms, and existing firms that are largely unaware of available resources. Second, a resource 

and supporting infrastructure is needed to assist smaller firms and entrepreneurs. Potential exists to develop 

such a resource with NC Textile Connect concept. Finally the existing supporting environment needs to work 

together to give firms the best support possible. Organizations do collaborate in some areas, but in many cases, 

these groups are competing to assist the same firms. Collective action will provide the most benefit to the 

industry.  

Implications 

 Based on results of this research, the following are suggested actions and future directions for the 

following groups of stakeholders in North Carolina and United States textile value chains:  

 

Industry organizations and associations: groups should work together and expand focus to include firms and 

organizations that represent the entire textile value chain rather than specific-sectors. Organizations need to 

equally focus on teaching soft-skills related to marketing, communication, and research as is place technical-

skills and technology trends.  

 

Academic textile institutions: academia to students: ensure graduates have a thorough understanding of the 

firms, processes, and products throughout the entire textile value chain and how each part is linked to the others 

both locally and globally. Increase curriculum focus on global industry trends and global business models found 

in the textile complex and other industries. Encourage cross-disciplinary research and classes with colleges and 

universities outside the field of textiles. Make international and industry-related experiences a mandatory part of 

the degree program. Better utilize the existing base of textile firms for student research projects, internships, and 

field studies. Academia to industry: reduce the procedural barriers surrounding use of facilities, testing, and 

product development. Increase collaboration among community colleges and universities to create better 

industry resources. Become actively involved in local-national industry events.  

 

Industry (textile complex): expand the scope of industry issues and trends from a local to global lens. Expand 

scope of issues and trends to include all stakeholders in the value chain, including manufacturers, retailers, and 

supporting industries. Look outside of the textile industry for inspiration and product and market opportunities. 

Be proactive in research, product development, and marketing. Be open to new business models that may not 

have existed in the past. Make relationship building a priority; the most successful strategies benefit both the 
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firm and the entire chain. Develop soft skills to effectively communicate firm strengths and how your product 

can benefit your customer’s products. Adopt and learn to effectively use ICT. 

 

North Carolina Government and Economic Developers: create a textile education certification program for 

economic developers to introduce them to textile-related issues and resources. Create a position for a textile-

specific economic developer to fill the missing link between existing (and potential) textile firms and economy-

wide developers. Increase marketing of existing resources to existing and potential North Carolina firms. Use 

the information provided in this study to market North Carolina as the ideal location to build or expand a 

textile-related company. Collaborate with other states participating in the textile value chain; North Carolina’s 

competition is not other U.S. states, but other countries and regions around the world.  

United States Government: develop better statistical classification systems that provide a more accurate and 

detailed description of current economic activities in the textile value chain. Provide economic support to firms 

to upgrade skills and technology. Expand the national-level focus of textile issues to include areas outside of 

international trade. Create national-level textile-specific economic development positions. Create a national-

level strategic plan for the future of the entire U.S. textile value chain. 

 

North Carolina: the nature of business in the textile complex has drastically changed yet the North Carolina 

industry has largely stayed the same. The era of protecting domestic industries using trade-related barriers has 

finally come to an end, and firms must compete on their own prowess. Firms need to excel in certain areas, but 

must exhibit capabilities in all areas including cost, quality, flexibility and service. In order to standout, firms 

need to expand capabilities to include value-added activities related to research, design, product development, 

logistics coordination, marketing, and branding. Firms must develop strategies using a global, network-wide 

perspective of issues, trends, and opportunities, regardless of actual participation in international trade. 

 

 North Carolina has many strong existing textile firms and resources, but lacks strong ties to other parts 

of the chain and complementary industries. To keep and build on what is left in the textile complex, both North 

Carolina and the United States must develop a unified, strategic approach that connects existing capabilities 

with opportunities. Without a unified infrastructure, the competitiveness of these strong existing firms will 

continue to be challenged as the number of domestic firms, employees, and supporting industries continues to 

decrease and operations move even higher-value added activities offshore. 

  

 North Carolina is the leading textile producing state in the United States, but this is only one link of the 

chain in one location of the world. In other words, North Carolina is a big fish in a small pond. Stakeholders 

must realize the small pond is part of a much larger, interconnected ocean full of fish of all shapes and sizes. In 
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order to succeed in this global environment, North Carolina firms and supporting organizations must change 

and expand the way they think about strategy development to include all of the factors that impact the 

competitiveness of firms as well as the entire network. Stakeholders must realize they are part of a much bigger 

picture, and become actively involved with new people, places, and ways of doing business. 

Recommendations for Future Research 

1. Include international interviews: primary analysis in this study was limited to firms in the United 

States. Interviews with international firm participants would greatly enhance the strategy development 

processes. 

2. Develop quantitative metrics: this study primarily uses qualitative metrics to describe competitive 

dynamics. An additional level of analysis could be developed to quantify variables used in this study.  

3. Expand market focus: the application of the research approach to the North Carolina textile complex 

focused on historical dynamics in the apparel and home furnishings end markets. The approach could 

be applied to other end-markets. 

4. Apply to other industries: applying the research process to other industries will help others to better 

understand and compare dynamics in the textile complex. 
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Appendix: Survey Components 

Appendix: Survey Contact Form 

 
 
Date 
 
 
Contact Name 
Company 
Address 
City, State Zip 
 
Dear Contact Name: 
 
<Reference name, company> suggested I contact you regarding my dissertation research study.  My research 
focuses on developing models of the types of business relationships that exist between firms in the textile value 
chain. Using these models, it seeks to describe the effects the different types of relationships have on the 
upgrading and organizational learning opportunities presented to the firms in the chain as well as 
competitiveness for the firm. Your company has been selected to participate in this study, and your 
confidentiality will be secured. 
 
I would like to set up a time to visit your company and meet with you in the next two-four weeks if possible. If 
an on-site visit is not possible, I would like to arrange a conference call when it is convenient for you.  The 
questionnaire to be administered during the informational interview is attached for your review.  I will follow-
up with you via email or phone to discuss a possible meeting time.  Please let me know when you will be 
available during this time, or if there is someone else I should contact. 
 
Your cooperation is greatly appreciated.  If you have any questions concerning the study, please contact me via 
email or phone. 
 
Sincerely, 
 
 
 
Stacey Frederick 
Graduate Student 
North Carolina State University, College of Textiles 
sefreder@ncsu.edu 
919-740-4494 (cell) 
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Appendix: Survey Introduction 

 
SURVEY INTRODUCTION:  

Understanding Existing and Potential Textile and Apparel Value Chain Linkages 
Stacey Frederick, PhD Candidate; NC State University, College of Textiles 

 
About this Research 
This research seeks to create a better understanding of the relationships and interactions between textile-related 
firms in the past and in the present in order to help connect and create more opportunities for the domestic 
textile industry in the future.  
 
As part of this project, I will be interviewing firms from all parts of the value chain (input suppliers, 
manufacturers, distributors, retailers, supporting environment, etc). This is part of a significant effort to help 
create better awareness of the textile industry’s needs and to connect you to available resources. Your answers 
will remain confidential unless otherwise requested and the survey will be discarded. 
 
Our interview will use a comprehensive survey that will be used towards three purposes: 
1) To help the Department of Commerce and other supporting environment members (government, trade 
organizations, training centers, universities, etc) better understand:  
 a) The challenges facing textile-related companies, 
 b) Their knowledge of available services, 
 c) The types of assistance needed to help grow textile-related businesses, and 
 d) Growth opportunities for the textile industry 
2) To connect your company with the resources currently available and to improve the information and network 
on the Textile Connect websites, and; 
3) To fulfill the requirements of my dissertation research related to these topics on business relationships and to 
build my value chain model on the Textile Connect websites.  
 
The Interview and Survey 
The three broad areas that will be covered in the survey include:  
1) Your firms’ activities, strategies, (re)actions towards change, and needs/wants  
2) The relationships between the firms along your supply chain, and 
3) The existing and potential relationships between firms and the supporting environment. 
 
Before the Interview 
Several of the topics we will talk about involve the Textile Connect websites. I developed and maintain these 
websites at the College of Textiles with support from the North Carolina Department of Commerce for NC 
Textile Connect and from the South Carolina Council on Competitiveness for SC Textile Connect.  The Textile 
Connect site is the umbrella site for the state-based sites, and I hope to further develop this site with my 
dissertation work. If you are not familiar with these sites, please take a few minutes to look over them. If you 
have a location in North Carolina, please follow the directions to create a company account at this link or the 
following link if you have a location in South Carolina. I welcome any feedback on the websites’ content, 
layout, account creation process, and ideas for how it can be improved.  
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Appendix: Supporting Environment Survey 

 
Date:  
Section I: Organization Activity Descriptive 
1) Organization Name:  
2) Interviewee Name and Title (Contact):  
3) Year Established:  
4) Website:  
5) Location:  
6) Geographic Scope:   
7) Supporting Environment Functions:  
8) Supply-chain functions:  
9) Markets:  
10) Market channels:  
11) Value-adding activities:  
12) Services Offered:  
13) Publications:  
14) Events:  
15) List of Members and how to find new members: 
16) Funding:  
17) Product options for your sector and supply chain:  
18) Who are other key informants I should talk to? Buyers and Lead Firms:  
 
Section II: Global Trends in the Textile Complex and Creating Opportunities and Overcoming 
Challenges 
19) How would you describe textile supply chains and/or value chains: in the past, present, and in the future? 

How do the trends vary by end market and/or geographic market? What trends do you see in non-textile 
chains that could be adopted by the textile complex? Is there a lack of competition among quality producers 
in the domestic market? Why? 

20) What are the major opportunities and challenges now and in the future for members of the global, national, 
and NC textile complex in your industry? 

21) What, if anything, could or should be done or created to improve your industry, business climate, etc.? 
What types of resources that would help you grow or sustain your business? 

22) What do you consider to be the “value-adding activities/functions” in the textile complex? Include low to 
high value activities. 

23) What is the role of the supporting environment in today’s textile complex? How effective are the following 
types of organizations, how could they be better? 

 
• Research centers:  
• Training centers: 
• Universities: 
• Community colleges: 
• Trade Organizations: 
• Professional Organizations: 
• How do firms pay for your services? Are grants available?  

 
24) Are there models and/or frameworks used in the textile industry to visually present and understand the 

industrial organizational dynamics (firm structure and locations), power dynamics, and competitiveness 
factors within the textile complex? If so, are there limitations to these models? 

25) In summary, how would you describe the strategy and success of your organization and industry over time?  



 

 

 295 

 
Section III: Impact of External Factors and Relationships: General and Textile-Specific Supporting 
Environments 
26) How do the following impede or promote productivity and affect competitiveness of firms in your supply 

chains? What rules/regulations that are in place, how are these rules enforced, and how/where can 
companies get assistance to meet these requirements? 

 
• Standards 

o Quality standards and certifications (i.e., ISO) 
o Social standards and corporate social responsibility (i.e. CSR) 
o Environmental and safety regulations and certifications (i.e., EPA, FDA, organic) 
o IP standards:  
o Product standards (i.e., ASTM)  
o What resources are available to help companies with meet standards?  

 
• Trade Policies and International Trade Barriers 

o Tariffs 
o Tariffs on key inputs (raw materials, machinery, chemicals): 
o Tariffs and non-tariff barriers in other countries: 
o Trade Agreements:  
o Customs Procedures 
o What types of inspections do products undergo in key import countries? 
o With just-in-time delivery being a critical component for competing in world markets, how well 

do logistics services (i.e., customs procedures and facilities; technical barriers to trade such as 
standards for product quality and testing, certification processes, etc.) perform? 

o Which types of non-tariff barriers affect the industry? a. Customs and technical clearance: How 
long does it take to clear imports and exports? b. What are the procedures for clearing shipments? 
c. What amount of paperwork is needed? d. How many agencies are involved? What about FTZs? 

o What resources exist to facilitate customs compliance? 
o Do rules exist on exporting?  

 
• Industrial Policies and Infrastructure 

o Corporate taxes 
o Energy prices and utilities 
o Infrastructure (roads, ports, utilities)  
o Political stability 
o Cost of living 
o Access to sector-specific resources 
o Access to finance 
o What are the key finance issues for the value chain (such as the following)? a. access to finance 

issues, b. The banking system, c. Collaterals, d. Creditors’ rights, e. Informal sources of financing, 
f. Trade financing available from foreign sources, g. Interest rate 

o Labor pool 
o What is the rate of growth of FDI in the sector? Do restrictions on FDI affect the sector? 

 
• Information and Communication Technology and Services 

o In general, how have advances in information, communication, and transportation technology 
changed your business strategies and relationships? 
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Appendix: Suppliers’ Survey: Inputs, Textile Components, and Final Products 

 
Survey Directions 
• Please answer for your present situation as well as any significant changes from the past  
• Please answer for your entire firm (all establishments), unless otherwise specified.   
• Refer to the document Value Chain Definitions as needed  
 
Date:  
Section 1: Firm Activity Information 
1) Firm Name:  
2) Interviewee Name and Title:  
3) Year Established: 
4) Website:  
5) Employees (in firm and/or in textile division): 
6) Annual Sales (or approximation): 
7) Products: for each product or in general, would you classify these as commodity or specialty products? 

• Current (type products and classifications below): 
o  

• Past (type products and classifications below): 
o  

 
8) Final products and markets: list the final products your products feed into, the market (apparel, home, 

medical, sports, etc.) and distribution channels (retail, industrial, contract, or government). For retail, 
include the type of retailer and if the products represent national brands or a private-label brand.   
• Current markets and distribution channels: 

o  
• Past: 

o  
• Plans to enter new markets or channels and any current trends: 

o  
 
9) Firm Structure 

• Headquarters location and other facilities (domestic and abroad): 
o Headquarters: 
o Distribution Centers:  
o Other:  

• Partnerships or joint ventures: 
• Mergers, acquisitions or relinquished locations: 

 
10) Value-Adding Activities: please answer the following questions for each business function 

a. Does the firm perform the activity? If yes, please give examples; if no, why not? 
b. Is the activity: performed at facilities affiliated with your firm, outsourced to another organization, or 

in a partnership? Please include who/where and why. 
c. How has this changed over the life of the firm and why?  

 
1. Research and New Product or Process Development 

a. Yes or no:  
b. In-house, outsourced, or partnership:  
c. Changes over time:  
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 Are your efforts more reactive or proactive?  
 Do you have any patents?  

 
2. Product Design 

a. Yes or no:  
b. In-house, outsourced, or partnership:  
c. Changes over time:  

 
3. Production and Manufacturing 

a. Yes or no:  
b. In-house, outsourced, or partnership:  

 Do you perform contract manufacturing for other firms?  
c. If you own mfg. facilities, how important is it to keep mfg. in-house or in this country? If you 

outsource, when and why did you cease to own facilities? 
 

4. Logistics Management and Distribution 
a. Yes or no:  
b. In-house, outsourced, or partnership:  
c. Changes over time:  
 Indicate any type of technology your firm or supply chain uses to communicate:  

 
5. Marketing and Branding 

a. Yes or no:  
b. In-house, outsourced, or partnership:  
c. Changes over time:  
 Please list any brands or trademarks you own: 
 Means of advertising and finding new buyers:  
 Major trade shows:  
 Publications:  
 

6. Customer Service 
a. Yes or no: 
b. In-house, outsourced, or partnership: 
c. Changes over time:  
 Services you offer your customers or customers’ customers:  

 
Section 2: Supply Chain Relationships 
11) Horizontal linkages: Competition 

• Who are your main competitors for each product? 
1.  

 
12) Upstream supply chain linkages: raw materials, components, equipment and suppliers 

o Raw materials and suppliers: 
  

o Component/intermediate products and suppliers: 
  

o Machinery/equipment and suppliers: 
  

 
• Do you frequently use the same suppliers or does it vary by product? 
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• How do you find suppliers? What qualities do you look for and how difficult is it to find suppliers that 
can meet your specifications?  

 
13) Downstream supply chain linkages: next stage and final products and buyers 

• Who are your main customers? 
• What % of your sales is to your top customer or your top five customers?  
• How has this changed over the life of the firm? 
• Distribution channels to sell your products to the next stage in the supply chain: (Direct sales, 

wholesale, license, distributor, jobber, etc.) 
• If you have foreign operations, do you sell the products from that location to the local market (within 

country), ship products back to the U.S., or to other countries?  
• Do you export? What % of products? How did you enter these markets?  
• Do your buyers provide specifications for the products you produce for them or the process/equipment 

you use? If so, do any your buyers provide any form of assistance to meet these requirements 
(technical, knowledge, financial, etc)?  

 
Section 3: Impacts of External Factors and Relationships: General and Textile-Specific Supporting 
Environments 
14) External Factors and Effects: how have the following factors affected your firm’s strategy and the 

location choices for your facilities and those you buy, source and sell products? If you are located in NC, 
what are the advantages of being located here? If you were going to expand, what qualities would you look 
for in a new location?    

 
• Standards and Certifications (including existing and needed product, quality, social, and 

environmental standards) 
o  

• Trade-Related Policies (including tariff rates, trade agreements, and customs procedures) 
o  

• Industrial Policies and Infrastructure (including corporate tax rates, energy prices, infrastructure 
(roads, ports, utilities), political stability, cost of living, labor pool, access to finance, and sector-
specific resources) 
o  

• Information, Communication, and Transportation Technologies (including ERP systems, supply 
chain management tools, websites, e-commerce, EDI, RFID, etc.) 
o  

 
15) Relationships with the Supporting Environment: in the past or present has your firm worked with or 

held a membership with the following types of organizations? Please indicate the importance of these 
resources to your firm. If you do not participate, why? 
• Research/Training Centers, Universities or Community Colleges:  
• Trade or Professional Organizations:  
• Local or National Government:  
• Are there programs or resources you think would be beneficial that do not exist?  

 
Section 4: Preparing for the Future: Creating Opportunities and Overcoming Challenges 
16) What are the greatest needs and challenges facing your industry and supply chain?  
17) What could be created or improved to assist your industry? What types of resources would help you grow 

or sustain your business? 
18) In summary, how would you describe the strategy and success of your firm over time?  
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Appendix: Buyers Survey 

 
Directions for the Survey 
• When applicable, please answer the for the present situation as well as in the past for the firm 
• Please answer based on the entire firm (all operations), unless otherwise specified  
• Refer to the document Value Chain Definitions as needed  
 
Date:  
Section 1: Firm Activity Information 
1) Firm Name:  
2) Interviewee Name and Title:  
3) Year Established:  
4) Website:  
5) Employees:  
6) Annual Sales (or approximation):  
7) Final Products, Markets, and Distribution Channels (private and national brands) 

• Current: 
• Past: 
• Plans to enter/offer new products or markets? What are the current trends? 
• Main Competitors: 

 
8) Firm Structure and Locations 

• Headquarters:  
• Distribution Centers:  
• R&D or New Product Development: 
• Design: 
• Service: 
• Retail locations: 
• Partnerships or joint ventures: 
• Divestures or relinquished locations:  
• Mergers or acquisitions: 

 
9) Value-Adding Activities (related to textile products) 

• Which of the following value-adding activities does this firm engage in?  
• How has this changed over the life of the firm and why?  
• Are these activities performed in facilities owned by the firm or outsourced? 
• How important is each activity to the overall strategy of the firm? To the competitiveness of the entire 

value chain?  
 

 Research and New Product or Process Development:  
• Would you consider your efforts to be more reactive or proactive?  
• Do you work with buyers or suppliers, with other institutions? 

 Design: 
• Who creates the designs for your products? 

 Production and Manufacturing:  
• If you own manufacturing facilities, how important it is to the firm to keep manufacturing in-

house and in this country?  
• If you outsource manufacturing, please indicate when and why you ceased to own 

manufacturing facilities (if ever owned) 
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 Logistics Management and Distribution: 
• Does your company use any type of supply chain management tool to communicate with your 

suppliers, customers, or within your firm? How has this changed over the life of the firm?  
 Marketing, Branding, Advertising: 

• How does this differ for private label vs. national brands? 
 Customer Service: 

• How does this differ for private label vs. national brands? 
 
Section 2: Internal Factors: Vertical Supply Chain Relationships 
10) Upstream linkages 

• Who are your suppliers/vendors? What do they produce?  
• How many do you have for each product? Do you frequently use the same suppliers or does it vary by 

product? 
• How difficult is it to find suppliers that can meet your specifications? Please comment on the 

complexity of your products and the capabilities of suppliers in the known supply base.  
• Does the firm have strategic vendors/suppliers? What is the advantage of this relationship?  How has 

the number of strategic suppliers changed over the life of the firm?  
• How do you find new vendors/suppliers?  
• When looking for new suppliers, which broad qualities/value-adding activities are the most important? 

Does this vary by the type of product/market? Qualities include: innovative/NPD, design, brand or 
unique product offering, and customer service.  

• Which production or logistics capabilities are most important: examples include: price, quality, 
flexibility, reliability, etc? 

 
Section 3: External Factors: Institutions and Enabling Environment 
11) How have the following factors affected your firm’s strategy and your location choices for your 

facilities and where you buy, source and sell products? In the past and in the present?  
 Trade policies (i.e. tariffs, trade agreements, customs) 

o  
 Standards and Certifications (i.e. product, process, social, environmental) 

o  
 Government Policies and Infrastructure (i.e. taxes, political stability, energy prices, labor pool, access 

to sector-specific services, logistics, cost of living) 
o  

 Information and Communication Technology (in general, how have advances in ICT and 
transportation technology changed your business strategies and relationships? 
o  

 
External Relationships: Engagement with Supporting Environment 
12) Please indicate if you have or currently do work with or are a member of any of the following types 

of organizations.  
• How important are these collaborations to your firm?  

 Research and training centers, universities and community colleges 
 Trade and Professional Organizations 
 Local or National Government 

 
Section 4: Initiating Change and the Future 
13) What do you see as the greatest needs and the greatest challenges facing your industry?  
14) What types of resources would help you grow or sustain your business? What is your perspective of 

the domestic (and North/South/Central American) textile value chain?  
15) In summary, how would you describe the strategy and success of your firm over time?  
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Appendix: Structure: NAICS Codes and Descriptions by Sector 

Table 93: Textile Mills: NAICS Descriptions and Primary SIC Codes 

NAICS Codes, Description and Primary SIC Codes 
Fiber, Yarn, and Thread Mills: 3131 
1) 313111 Yarn Spinning Mills: establishments primarily engaged in spinning yarn from any fiber and/or 

producing hemp yarn and further processing into rope or bags. Primary SIC: 2281 
2) 313112 Yarn Texturing, Throwing, and Twisting Mills: establishments primarily engaged in texturing, 

throwing, twisting, spooling, or winding purchased yarns or manmade fiber filaments Primary SIC: 2282 
3) 313113 Thread Mills: establishments primarily engaged in manufacturing thread (e.g., sewing, hand-

knitting, crochet) of all fibers. Primary SIC: 2284 
Fabric Mills: 3132 
4) 313210 Broadwoven Fabric Mills: establishments primarily engaged in weaving broadwoven fabrics and 

felts (except tire fabrics and rugs). Establishments in this industry may weave only, weave and finish, or 
weave, finish, and further fabricate fabric products. Primary SIC: None 

5) 313221 Narrow Fabric Mills: establishments primarily engaged in (1) weaving or braiding narrow 
fabrics in their final form or initially made in wider widths that are specially constructed for narrower 
widths and/or (2) making fabric-covered elastic yarn and thread. Establishments in this industry may 
weave only; weave and finish; or weave, finish, and further fabricate fabric products. Primary SIC: 2241 
and 2299 

6) 313222 Schiffli Machine Embroidery: establishments primarily engaged in manufacturing Schiffli 
machine embroideries. Primary SIC: 2397 

7) 313230 Nonwoven Fabric Mills: establishments primarily engaged in manufacturing nonwoven fabrics 
and felts. Processes used include bonding and/or interlocking fibers by mechanical, chemical, thermal, or 
solvent means, or by combinations thereof. Primary SIC: 2297 

8) 313241 Weft Knit Fabric Mills: establishments primarily engaged in knitting weft (i.e., circular) fabric 
or knitting and finishing weft fabric. Establishments in this industry may knit only; knit and finish; or 
knit, finish, and further fabricate fabric products (except apparel). Primary SIC: 2257 

9) 313249 Other Knit Fabric and Lace Mills: establishments primarily engaged in one of the following: (1) 
knitting warp (i.e., flat) fabric; (2) knitting and finishing warp fabric; (3) manufacturing lace; or (4) 
manufacturing, dyeing, or finishing lace and lace goods. Establishments in this industry may knit only; 
knit and finish; or knit, finish, and further fabricate fabric products (except apparel). Primary SIC: 2258 

Textile and Fabric Finishing and Fabric Coating Mills: 3133 
10) 313311 Broadwoven Fabric Finishing Mills: (1) establishments primarily engaged in finishing 

broadwoven fabrics, and (2) establishments of converters. Finishing operations include bleaching, 
dyeing, printing (roller, screen, flock, plisse), and other mechanical finishing, such as preshrinking, 
shrinking, sponging, calendering, mercerizing and napping. Primary SIC: None 

11) 313312 Textile and Fabric Finishing (except Broadwoven Fabric) Mills: (1) establishments engaged in 
dyeing, bleaching, printing, and other finishing of textiles, apparel, and fabrics (except broadwoven) and 
(2) establishments of converters. Finishing operations include bleaching, dyeing, printing, stonewashing, 
and other mechanical finishing, as well as cleaning, scouring, and the preparation of natural fibers and 
raw stock. Primary SIC: None 

12) 313320 Fabric Coating Mills: This industry comprises establishments primarily engaged in coating, 
laminating, varnishing, waxing, and rubberizing textiles and apparel. Primary SIC: 2295 

13) 424310: Piece Goods, Notions, and Other Dry Goods Merchant Wholesalers: establishments primarily 
engaged in the merchant wholesale distribution of piece goods, fabrics, knitting yarns (except industrial), 
thread, other notions, and/or hair accessories. Establishments in wholesale distribution of industrial yarns 
classified in 424990, Other Miscellaneous Nondurable Goods Merchant Wholesalers. Primary SIC: 5131 

Source: (U.S. Census Bureau, 2004) 
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Table 94: Textile Fiber Classifications, Products, and NAICS and SIC Codes 

Fiber Type, NAICS, Description, Product Listings, and SIC Codes (When Applicable) 
Natural Fibers 
 111920: Cotton Farming: establishments primarily engaged in growing cotton including cotton farming, 

field and seed production and cottonseed farming. Primary SIC: 0131 
 115111: Cotton Ginning: establishments primarily engaged in ginning cotton. SIC: 0724 
 422590: Other Farm Product Raw Material Wholesalers: this industry comprises establishments primarily 

engaged in wholesaling farm products (except grain and field beans, livestock, raw milk, live poultry, and 
fresh fruits and vegetables). Pertaining to textiles, this includes: wholesaling: raw cotton, vegetable fibers, 
raw furs, raw mohair, raw pelts, raw silk, wool tops and noil, and raw wool. SIC: 5159 

Man-Made Fiber Raw Materials: 32521: Resin and Synthetic Rubber Manufacturing 
 325211 Plastics Material and Resin Manufacturing: establishments engaged in (1) manufacturing resins, 

plastics materials, and non-vulcanizable thermoplastic elastomers and mixing and blending resins on a 
custom basis and/or (2) manufacturing non-customized synthetic resins. Includes resin manufacturing of: 
acrylic, cellulose acetate, cellulose, fluoro-polymer, nylon, polyamide, polyester polyethylene, 
polypropylene, polyvinyl chloride (PVC), or thermoplastic. Also includes: cellulose xanthate (viscose), 
elastomers (except synthetic rubber), soybean plastics, and plastics materials. Primary SIC: 2821 

 325212 Synthetic Rubber: rubber is not made into fibers, but it is used to reinforce fibers in tires and 
belting, etc, however it is not a textile itself. Primary SIC: 2822 

Man-Made Fibers and Filaments: 32522 Artificial and Synthetic Fibers and Filaments 
 325221 Cellulosic Organic Fiber: establishments manufacture (1) cellulosic (i.e., rayon and acetate) fibers 

and filaments in the form of monofilament, filament yarn, staple, or tow or (2) texture cellulosic fibers and 
filaments. Products include: fibers and filaments of acetate or rayon, cellophane film or sheet, cellulosic 
staple fibers, cigarette tow, manmade cellulosic fibers, nitrocellulose regenerated cellulosic fibers, 
texturing or throwing cellulosic yarn made in the same establishment, triacetate fibers and yarns, viscose 
fibers, bands, strips, cellulosic filament yarn, and texturing. Primary SIC: 2823 

 325222 Non-Cellulosic Organic Fiber: establishments engaged in (1) non-cellulosic (i.e., nylon, 
polyolefin, and polyester) fibers and filaments in the form of monofilament, filament yarn, staple, or tow, 
or (2) and texturing non-cellulosic fibers and filaments. Products include fibers and filaments of the 
following terms: acrylic, acrylonitrile, anidex, casein, elastomeric, fluorocarbon, linear esters, manmade 
(except cellulosic), modacrylic, non-cellulosic staple, nylon, olefin, organic (except cellulosic), polyester, 
polyethylene terephthalate (PET), polyolefin, polyvinyl ester, polyvinylidene chloride (i.e., saran), protein, 
saran (i.e., polyvinylidene chloride), soybean, spandex, vinyl, vinylidene chloride, and zein. Also includes 
texturing, or throwing non-cellulosic yarn made in the same establishment. Primary SIC: 2824 

 422690 Other Chemical and Allied Products Wholesalers: establishments wholesaling chemicals and 
allied products not elsewhere classified. Pertaining to textiles includes wholesaling: man-made fibers or 
synthetic rubber resins. SIC: 5169 

Inorganic Fibers 
 327212 Other Pressed and Blown Glass and Glassware: establishments engaged in glass by melting silica 

sand or cullet and making pressed, blown, or shaped glass or glassware (except glass packaging 
containers). Pertaining to textiles, this includes any of the following made in glass making plants: glass 
fiber, optical, glass fiber (textile type), textile glass fibers and fiberglass yarn. Primary SIC: 3229 

 327993 Mineral Wool: establishments engaged in mineral wool (i.e., fiberglass) and insulation products 
made of such siliceous materials as rock, slag, and glass or combinations thereof. Products include: 
fiberglass insulation products, insulating battings, fills, or blankets from fiberglass, mineral wool 
insulation materials, and mineral wool products (e.g., board, insulation, tile). Primary SIC: 3296 

 335991: Carbon and Graphite Production: establishments primarily engaged in carbon, graphite, and 
metal-graphite brushes and brush stock; electrodes for thermal and electrolytic uses; carbon and graphite 
fibers; and other such products. Pertaining to textiles, this includes: carbon and graphite fibers. SIC: 3624 

Source: (U.S. Census Bureau, 2004) 
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Table 95: Textile Home Furnishings Mills: NAICS Descriptions and Primary SIC Codes 

1)  314110 Carpet and Rug Mills: This industry comprises establishments primarily engaged in (1) 
manufacturing woven, tufted, and other carpets and rugs, such as art squares, floor matting, 
needlepunch carpeting, and door mats and matting, from textile materials or from twisted paper, 
grasses, reeds, sisal, jute, or rags and/or (2) finishing carpets and rugs. Primary SIC: 2273 

2)  314121 Curtain and Drapery Mills: establishments primarily engaged in manufacturing window 
curtains and draperies from purchased fabrics or sheet goods. The curtains and draperies may be made 
on a stock or custom basis for sale to individual retail customers. Primary SIC: none 

3)  314129 Other Household Textile Product Mills: establishments primarily engaged in manufacturing 
household textile products (except window curtains and draperies), such as bedspreads, sheets, 
tablecloths, towels, and shower curtains, from purchased materials. Primary SIC: 2392 

4)  423220 Home Furnishing Merchant Wholesalers: establishments primarily engaged in the merchant 
wholesale distribution of home furnishings and/or housewares. 

Source: (U.S. Census Bureau, 2004) 
 

Table 96: Apparel Manufacturing: NAICS Descriptions and Primary SIC Codes 

NAICS Codes, Description and Primary SIC Codes 
3151: Apparel Knitting Mills: Knitting fabric without manufacturing apparel is classified in sub-sector 313.  
1)  315111 Sheer Hosiery Mills: establishments engaged in knitting and/or finishing women's, misses', 

and girls' full-length and knee-length sheer hosiery (except socks). Also includes jobbers. Primary 
SIC: None 

2)  315119 Other Hosiery and Sock Mills: establishments engaged in knitting or knitting and finishing 
hosiery (except women's, misses', and girls' sheer hosiery). Also includes jobbers. Primary SIC: 2252 

3)  315191 Outerwear Knitting Mills: establishments primarily engaged in one or more of the following: 
(1) knitting outerwear; (2) knitting fabric and manufacturing outerwear; and (3) knitting, 
manufacturing, and finishing knit outerwear. Examples of products made in knit outerwear mills are 
shirts, shorts, sweat suits, sweaters, gloves, and pants. Also includes jobbers. Primary SIC: 2253 

4)  315192 Underwear and Nightwear Knitting Mills: establishments primarily engaged in one of the 
following: (1) knitting underwear and nightwear; (2) knitting fabric and manufacturing underwear and 
nightwear; or (3) knitting, manufacturing, and finishing knit underwear and nightwear. Examples of 
products produced in underwear and nightwear knitting mills are briefs, underwear T-shirts, pajamas, 
nightshirts, foundation garments, and panties. Also includes jobbers. Primary SIC: 2254 

3152: Cut and Sew Apparel Manufacturing: making fabric without manufacturing apparel: sub-sector 313. 
5)  315211 Men's and Boys' Cut and Sew Apparel Contractors: establishments commonly referred to as 

contractors primarily engaged in (1) cutting materials owned by others for men's and boys' apparel 
and/or (2) sewing materials owned by others for men's and boys' apparel. Primary SIC: None 

6)  315212 Women's, Girls', and Infants' Cut and Sew Apparel Contractors: establishments commonly 
referred to as contractors primarily engaged in (1) cutting materials owned by others for women's, 
girls', and infants' apparel and accessories and/or (2) sewing materials owned by others for women's, 
girls', and infants' apparel and accessories. Primary SIC: none 

7)  315221 Men's and Boys' Cut and Sew Underwear and Nightwear Manufacturing: establishments 
primarily engaged in manufacturing men's and boys' underwear and nightwear from purchased fabric. 
Jobbers are included. Examples of products made by these establishments are briefs, bathrobes, 
underwear T-shirts and shorts, nightshirts, and pajamas. Primary SIC: None 

8)  315222 Men's and Boys' Cut and Sew Suit, Coat, and Overcoat Manufacturing: establishments men's 
and boys' suits, overcoats, sport coats, tuxedos, dress uniforms, and other tailored apparel (except fur 
and leather) from purchased fabric. Jobbers are included. Primary SIC: None 

9)  315223 Men's and Boys' Cut and Sew Shirt (except Work Shirt) Manufacturing: establishments 
manufacturing men and boys' outerwear shirts from purchased fabric. Jobbers are included. Unisex 
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outerwear shirts, such as T-shirts and sweatshirts that are sized without specific reference to gender 
(i.e., adult S, M, L, XL) are included in this industry. Primary SIC: None 

10)  315224 Men's and Boys' Cut and Sew Trouser, Slack, and Jean Manufacturing: establishments 
primarily engaged in manufacturing men's and boys' jeans, dungarees, and other separate trousers and 
slacks (except work pants) from purchased fabric. Jobbers are included. Primary SIC: None 

11)  315225 Men's and Boys' Cut and Sew Work Clothing Manufacturing: establishments primarily 
engaged in manufacturing men's and boys' work shirts, work pants (excluding jeans and dungarees), 
other work clothing, and washable service apparel from purchased fabric. Jobbers are included. 
Examples of products made by these establishments are washable service apparel, laboratory coats, 
work shirts, work pants (except jeans and dungarees), and hospital apparel. 

12)  315228 Men's and Boys' Cut and Sew Other Outerwear Manufacturing: establishments manufacturing 
men's and boys' cut and sew outerwear from purchased fabric (except underwear, nightwear, shirts, 
suits, overcoats and tailored coats, separate trousers and slacks, and work clothing). Jobbers are 
included. Unisex sweatpants and similar garments that are sized without specific reference to gender 
(i.e., adult S, M, L, XL) are also included in this industry. Examples of products made by these 
establishments are athletic clothing (except athletic uniforms), bathing suits, down coats, outerwear 
shorts, windbreakers and jackets, and jogging suits. 

13)  315231 Women's and Girls' Cut and Sew Lingerie, Loungewear, and Nightwear Manufacturing: 
primarily engaged in manufacturing women and girls' bras, girdles, and other underwear; lingerie; 
loungewear; and nightwear from purchased fabric. Jobbers are included. Examples of products made 
by these establishments are bathrobes, foundation garments, nightgowns, pajamas, panties, and slips. 

14)  315232 Women's and Girls' Cut and Sew Blouse and Shirt Manufacturing: establishments primarily 
manufacturing women's and girls' blouses and shirts from purchased fabric. Jobbers are included. 

15)  315233 Women's and Girls' Cut and Sew Dress Manufacturing: establishments manufacturing women 
and girls' dresses from purchased fabric. Jobbers are included. 

16)  315234 Women's and Girls' Cut and Sew Suit, Coat, Tailored Jacket, and Skirt Manufacturing: 
establishments manufacturing women's and girls' suits, pantsuits, skirts, tailored jackets, vests, 
raincoats, and other tailored coats (except fur and leather) from purchased fabric. Jobbers are included. 

17)  315239 Women's and Girls' Cut and Sew Other Outerwear Manufacturing: establishments 
manufacturing women and girls' cut and sew apparel from purchased fabric (except underwear, 
lingerie, nightwear, blouses, shirts, dresses, suits, tailored coats, tailored jackets, and skirts). Jobbers 
are included. Examples of products made by these establishments are bathing suits, down coats, 
sweaters, jogging suits, outerwear pants and shorts, and windbreakers. 

18)  315291 Infants' Cut and Sew Apparel Manufacturing: establishments manufacturing infants' dresses, 
blouses, shirts, and other infants' wear from purchased fabric. Jobbers are included. For the purposes 
of classification, the term "infants' apparel" includes apparel for young children up to age 24 months. 

19)  315292 Fur and Leather Apparel Manufacturing: establishments manufacturing cut and sew fur, 
leather apparel, and sheep-lined clothing. Jobbers are included. 

20)  315299 All Other Cut and Sew Apparel Manufacturing: establishments manufacturing cut and sew 
apparel from purchased fabric (except cut and sew apparel contractors; men's and boys' cut and sew 
underwear, nightwear, suits, coats, shirts, trousers, work clothing, and other outerwear; women's and 
girls' lingerie, blouses, shirts, dresses, suits, coats, and other outerwear; infants' apparel; and fur and 
leather apparel). Jobbers are included. Examples of products made by these establishments are team 
athletic uniforms, band uniforms, academic caps and gowns, clerical vestments, and costumes. 

3159: Apparel Accessories 
21)  315991 Hat, Cap, and Millinery Manufacturing: establishments manufacturing cut and sew hats, caps, 

millinery, and hat bodies from purchased fabric. Jobbers are included. 
22)  315992 Glove and Mitten Manufacturing: establishments manufacturing cut and sew gloves (except 

rubber, metal, and athletic gloves) and mittens from purchased fabric, fur, leather, or from 
combinations of fabric, fur, or leather. Jobbers are included. 

23)  315993 Men's and Boys' Neckwear Manufacturing: establishments manufacturing men's and boys' cut 
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and sew neckties, scarves, and mufflers from purchased fabric, leather, or from combinations of 
leather and fabric. Jobbers are included. 

24)  315999 Other Apparel Accessories and Apparel Manufacturing: establishments manufacturing apparel 
and apparel accessories (except those above). Jobbers are included. Examples of products made by 
these establishments are apparel trimmings and findings, belts, women's scarves, and suspenders. 

25)  424320 Men's and Boys' Clothing and Furnishings Merchant Wholesalers: establishments in the 
merchant wholesale distribution of men's and/or boys' clothing and furnishings. 

26)  424330 Women's, Children's, and Infants' Clothing and Accessories Merchant Wholesalers: 
establishments primarily engaged in the merchant wholesale distribution of (1) women's, children's, 
infants', and/or unisex clothing and accessories and/or (2) fur clothing. 

Source: (U.S. Census Bureau, 2004) 

Table 97: Apparel Buyers: Retailers: NAICS Codes and Descriptions 

General Merchandise Stores: 452 
 45211: Department Stores 
 452111 Department Stores (except Discount Department Stores): department stores that have separate 

departments for various merchandise lines, such as apparel, jewelry, home furnishings, and linens, each 
with separate cash registers and sales associates. Department stores in this industry generally do not have 
central customer checkout and cash register facilities. 

 452112 Discount Department Stores: department stores that have central customer checkout areas, 
generally in the front of the store, and that may have additional cash registers located in one or more 
individual departments. Department stores in this industry sell a wide range of general merchandise 
(except fresh, perishable foods). 

 4529: Other General Merchandise Stores 
 452910 Warehouse Clubs and Supercenters: also known as superstores. Retail a general line of groceries 

in combination with general lines of new merchandise, such as apparel, furniture, and appliances. 
 452990 All Other General Merchandise Stores: retail goods in general merchandise stores (except above). 

Retail a general line of new merchandise, such as apparel, automotive parts, dry goods, hardware, 
groceries, or home furnishings, and other lines in limited amounts, with none of the lines predominating. 

448 Clothing and Clothing Accessories Stores (Specialty Retailers) 
 4481: Clothing Stores 
 448110 Men's Clothing Stores: retail a general line of new men and boys' clothing. and may provide basic 

alterations, such as hemming, taking in or letting out seams, or lengthening or shortening sleeves. 
 448120 Women's Clothing Stores: retail a general line of new women's, misses', juniors', and maternity 

wear. These establishments may provide basic alterations (see above). 
 448130 Children's and Infants' Clothing Stores: retail a general line of new children and infants' clothing. 

These establishments may provide basic alterations (see above). 
 448140 Family Clothing Stores: retail a general line of new clothing for men, women, and children, 

without specializing in sales for an individual gender or age group. May provide basic alterations. 
 448150 Clothing Accessories Stores: retail single or combination lines of new clothing accessories, such 

as hats, caps, costume jewelry, gloves, handbags, ties, wigs, toupees, and belts. 
 448190 Other Clothing Stores: retail specialized lines of new clothing (except general lines of men's, 

women's, children's, infants', and family clothing). These establishments may provide basic alterations. 
Source: (U.S. Census Bureau, 2004) 
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Appendix: Technical Textile Applications, Products, Markets, and Main Areas 

Table 98: Technical Textile Product Description and Total Number by Application Area 

Application 
Area 

Products Included 

Agrotech (8) Woven crop covers, Nonwoven crop covers, Land netting, Capillary matting, Fishing 
ropes, Fishing line, Fishing nets, Baler Twine 

Buildtech (14) Tarpaulins, Hoardings, Scaffolding nets, Textile structures, Awnings/canopies, Roof 
scrims, Housewrap, Shingles, Roofing felts: impregnated fabrics, Roofing felts: Sewer 
linings, Woven roofing fabrics, Concrete reinforcement, Composites: fiber reinforced 
plastic, Composites: scrims for concrete reinforcement 

Clothtech (9) Shoe laces, Shoe components, Woven interlinings, Nonwoven interlinings, Wadding, 
Sewing threads, Labels, Fasteners: zip teeth, Fasteners: velcro (hook and loop) 

Geotech (4) Ground stabilization geotextiles, Soil reinforcement geotextiles, Erosion control 
geotextiles, Pit linings 

Hometech (22) Woven carpet backings: primary, Woven carpet backings: secondary, Nonwoven carpet 
backings: primary, Nonwoven carpet backings: secondary, Carpet ground yarns, Spring 
wrap, Spring Insulators, Fiberfill and wadding, Furniture Webbings, Mattress 
components, Curtain tapes, Platform cloths, Dust cloths, Other furniture components, 
Sewing Thread, Woven and knit wipes, Nonwoven wipes, Nonwoven vacuum filters, 
HVAC filters, Mattress ticking, Pillow ticking, Composites 

Indutech (27) Nonwoven air filters, Nonwoven dust filters, Nonwoven liquid filters, Other nonwoven 
filters, Other woven filters, Cigarette filters, Papermaking felts, Conveyor belt, Hoses, 
Drive belting, Abrasives, Brushes, Woven wipes, Nonwoven wipes, Lifting webs, Ropes, 
Cable components, Electrical composites: PCBs, Electrical composites: other GRP 
composites for electrical applications, Battery separators: fabrics for battery separators, 
Battery separators: fabrics for floppy disc liners, transformers, etc, Seals Gaskets, Misc. 
coated fabrics: storage silos, Misc. coated fabrics: oil booms, Misc. coated fabrics: heavy 
coating substrates for covers, Fiberfill, Anti-corrosion composites 

Medtech (9) Wipes, Cotton wool, Coverstock, Woven, knit woundcare, Nonwoven woundcare, Sterile 
packaging, Woven gowns/drapes, Nonwoven gowns/drapes, Medical mattresses 

Mobiltech (19) Car tire cord, CV tire cord, Automotive hose, Automotive drive belts, Seat belts, Air 
bags, Upholstery, Woven and knit trim, Nonwoven trim, Insulation, Tufted carpet, 
Needled carpet, Backing, Truck covers, Tie downs, Transport composites, Marine 
composites, Cabin filters, Ropes 

Packtech (10) FIBC big bags, Sacks, Laundry bags, Teabags, Misc. nonwoven packaging: food soaker 
pads, Misc. nonwoven packaging; envelopes, etc., Misc. woven packaging: woven fiber 
strapping, Misc. woven packaging: other, such as mail bags, Twine (non-baler), Netting 

Protech (11) Dust protection, Ballistic protection, Face masks, Durable chemical protection, 
Disposable chemical protection, NBC fabrics, Fire resistant fabrics, Cut, slash protection 
fabrics, Foul weather clothing, Hi-visibility fabrics, Harnesses (excludes car seat belts) 

Sporttech (17) Sport bags/straps: luggage, Textile shopping bags, Substrates for leather goods, Sport 
nets, Foot balls, Climbing Ropes, Artificial turf, Equipment composites, Sail cloth, Air-
sport fabrics, Animal webbing, Tents, Sleeping bag fabrics, Sleeping bag fillings, Flags, 
Bookcloth, Boat covers 

Oekotech (6) Housewrap (Buildtech), Erosion control (Geotextiles), Pit linings (Geotextiles), Woven 
filters (Indutech), Nonwoven dust filters (Indutech), Insulation (Mobiltech) 

Source: (David Rigby Associates, 2002). Numbers indicate total number or products in application area. 
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Table 99: Un-spun Fiber Product Applications (18) 

Area Product Description and Function Area % Total 
Volume 

Other Markets 

Concrete Reinforcement: Loose fiber used to reinforce 
concrete 

Broadwoven, 
Nonwoven 

Buildtech  
 

Composites: a) Fiber reinforced plastic for building 
components, shower trays, swimming pools, wind blades, 
etc b) Scrims for concrete reinforcement 

20.8% 

Broadwoven, 
Nonwoven 

Clothtech Fiberfill and Wadding: to provide insulation in garments 5.7%  
Fiberfill and Wadding: Pillow, cushion, duvet filling; 
wadding used in upholstered furniture, mattresses 

 Hometech 

Composites: Fiber-reinforced plastic materials for 
household use (e.g. consumer appliances, white goods) 

18.3% 

 

Cigarette Filters: Tow for cigarette filters  
Cable Components: Central strength members and rip 
cord yarns for use in cables 

 

Electrical Composites: a) PCBs b) Other GRP 
composites for electrical applications, including other 
producer durable equipment 

Broadwoven 

Seals Gaskets: materials for industrial seals and gaskets  
Fiberfill and wadding: for misc. industrial applications  
Anti-Corrosion Composites: GRP for anti-corrosion end-
uses (storage pipes, tanks, etc) 

 

Indutech  
  

Lifting webs: GRP for anti-corrosion end-uses (above) 

30.7% 

Narrow woven 
Medtech Cotton Wool: Loose fiber used for removing or applying 

powders or liquids 
4.7%  

Transport Composites: FRP for use in cars, trains, buses 
(mostly components, aerofoil, spoilers, seats) 

Nonwoven, 
Broadwoven 

Mobiltech 

Marine Composites: Glass fiber for use in boat bodies 
GRP - hand lay-up, etc 

18.4% 

Nonwoven 

Protech Ballistic Protection Fabrics designed to deflect or absorb 
impact of bullets, etc 

0.0%  

Equipment Composites: Materials used in the production 
of skis, racket frames, canoes, jet-skis 

Rope and 
Braid, 
Nonwoven, 
Broadwoven 

Sporttech 
 

Fiberfill and Wadding for sleeping bags 

1.4% 

 
Product and Market Division/Description from DRA website; product Market Percentages from: (David Rigby 
Associates, 2002) 
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Table 100: Broadwoven (68) and Narrow Fabric (12) Products  

Area Product Description and Function Area % 
Woven 

Broad or 
Narrow; Others 

Agrotech  Woven crop cover, protection: General agricultural, 
horticultural wovens for protection: windbreaks, ground 
matting, tobacco cloth, etc (incl. tarpaulins) 

5.7% Broad 

Tarpaulins: Heavy woven fabrics for protection and storage  Broad 
Textile structures: Heavy woven fabrics for marquees, 
tenting, roofs, etc - including architectural membranes 

Broad 

Awnings, canopies: Woven fabrics for commercial and 
industrial awnings and canopies 

Broad 

Roofing felts: Fabrics, impregnated with bitumen or similar, 
for use as roofing felts (flat roofs and underlay) Sewer linings 

Broad, Nonwoven 

Woven roofing: Fabrics as substrates in single ply roofing Broad 
Roof scrims: Support for nonwovens (e.g. felt) for PVC 
coating, for use on roofs 

Broad 

Hoardings: Fabric for billboards, etc. mostly for advertising Broad 
Scaffolding nets: to protect against falling debris; façade 
netting with or without printed advertising 

Broad, Warp-knit 

Housewrap: Membrane to insulate houses, some breathable Broad, Nonwoven 

Buildtech 
  

Composites: Fiber reinforced plastic for building components, 
shower trays, swimming pools, and wind blades. Scrims for 
concrete reinforcement 

3.0% 

Broad, Un-spun, 
Nonwoven 

Labels: Printed and woven labels for all applications Narrow, Broad Clothtech   
Interlinings, woven: Woven fabrics used to provide support 
and structure to garments 

1.3% 
Broad, Warp-knit 

Ground stabilization: geotextile fabric for stabilization, 
separation, drainage 

Broad, Nonwoven 

Soil reinforcement: geotextile fabric for reinforcement of soil Broad, Warp-knit 
Pit linings: geotextile fabric to line waste ponds, landfill, etc Broad, Nonwoven 

Geotech  

Erosion control: Geotextile fabrics for erosion control 

1.7% 

Broad, Nonwoven 
Furniture webbings: Strapping used to support seating in 
upholstered furniture, etc 

Narrow 

Curtain tapes: Header tapes for drapes and nets Narrow 
Woven wipes: Cleaning wipes for domestic applications in 
woven form 

Broad 

Pillow ticking: Ticking for filled products (pillows, duvets, 
cushions) 

Broad, Nonwoven 

Mattress ticking: Outer fabrics for wrapping mattresses Broad, Nonwoven 
Mattress spring wrap: Fabrics used to wrap springs in sprung 
beds 

Broad, Nonwoven 

Platform cloth: Fabrics used as a base for cushions on 
upholstered furniture 

Broad 

Dust cloths: Fabrics attached to base of furniture Broad, Nonwoven 
Other furniture components: Skirt linings and other fabrics for 
use in upholstered furniture, bedding etc, NES 

Broad, Nonwoven 

Hometech  

Woven carpet backings: Woven fabrics used as a primary or 
secondary backing for tufted carpets (excluding ground yarns 
for woven carpets) 

13.1% 

Broad 
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Table Broadwoven and Narrow Continued 
Area Product Description and Function %  Others 

Conveyor belt: Woven fabrics for conveying and specialty 
applications 

Broad 

Hoses: Braids, woven fabrics used to reinforce rubber and 
polymer hoses for industrial applications 

Broad 
Rope and Braid 

Abrasives: Fabrics for a variety of polishing and abrasion 
applications 

Broad, Nonwoven 

Woven wipes: cleaning wipes for industrial applications Broad, Weft-Knit 
Woven filters: all woven filters used in industrial applications Broad 
Papermaking felts: Batting and support elements of press, 
forming and drying fabrics (or felts) in papermaking 

Broad 
Nonwoven 

Battery separators: Fabrics for battery separators, floppy disc 
liners, transformers, etc excludes PCBs 

Broad 
Nonwoven 

Electrical composites: GRP composites for electrical 
applications, incl. PCB and other producer durable equipment 

Broad, Un-spun 

Misc. coated fabrics: Heavy coating substrates for covers and 
miscellaneous applications such as storage (silos), military, 
oil booms, etc 

Broad 

Indutech   

Lifting-webs: Webs and round-slings for lifting purposes 

7.1% 

Narrow, Un-spun 
Woven gowns, drapes: Patient and surgeon gowns, drapes and 
garments used in surgical and other medical situations 
(excluding nurse-type garments) 

Broad 

Woundcare woven: All medical wovens such as bandages and 
dressings, gauze, slings, etc 

Broad, Narrow 
(Weft-Knit) 

Medtech  

Medical mattresses: Waterproof coated fabrics for mattresses 

1.7% 

Broad 
Car tire cord: Fabric for reinforcement of car tires Broad 
CV tire cord: Fabric for reinforcement of tires other than cars Broad 
Auto hose: Fabric for reinforcement of automotive hoses Broad, Rope and 

Braid; Warp-knit 
Air bags: Fabric to reinforce automotive safety air bags Broad 
Woven trim: Woven automotive trim: boot liners, head liners, 
shelving, door panels 

Broad, Warp-knit, 
Weft-knit 

Upholstery: Woven automotive seating face and backing 
fabric 

Broad, Warp-knit, 
Weft-knit 

Truck covers: Heavy woven fabrics for truck covers, curtain-
sides and other protection and storage applications (e.g. ships' 
hold covers) 

Broad 

Transport composites: FRP for use in cars, trains, buses 
(mostly components, aerofoil, spoilers, seats) etc 

Broad, Un-spun, 
Nonwoven 

Seat belts: Narrow woven safety belt fabric for vehicles Narrow 

Mobiltech  

Tie downs: Narrow woven belts for truck curtain-sides and 
cargo restraints 

17.9% 

Narrow 
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Table Broadwoven and Narrow Continued 
Area Product Description and Function %  Others 

Sacks for storage, etc Broad 
FIBC: a) Flexible Intermediate Bulk Containers (“Big Bags”) 
b) Laundry bags and other bulk packaging products 

Narrow, Broad 
Packtech  

Misc. woven packaging: a) Woven fiber strapping b) Other 
miscellaneous woven packaging items (lightweight mailbags) 

34.5% 

Narrow, Broad 

FR clothing: Fabrics for use in clothing worn to protect 
against flame and heat 

Broad 

NBC: Fabrics to protect against nuclear, biological and 
chemical exposure 

Broad 

Cut, slash protection: Fabrics for garments and gloves used to 
provide protection from knives, glass or other sharp 
implements; chain saw protection 

Broad 

Ballistic protection: Fabrics designed to deflect or absorb 
impact of bullets, etc 

Broad 

Dust protection: Lightweight barrier fabric for garments worn 
to provide protection against dust or other particulate matter 

Broad 

Durable chemical protection: Fabrics for durable 
garments/gloves worn to provide protection 

Broad 

FWC: Fabrics for foul weather clothing using coating or 
laminates, for all end uses 

Broad 

Hi-visibility: Fluorescent and phosphorescent (not retro-
reflective) fabrics for gilets, trousers, etc (excludes FWC) 

Broad, Warp-knit 

Protech  

Harnesses: Safety straps for workers, climbing, push chairs, 
child car seats, etc 

2.4% 

Narrow 

Boat covers: Boat covers and other fabrics used to provide 
protection from adverse weather on pleasure craft 

Broad 

Bookcloth: Substrate for hardback book, leather-type covers  Broad, Weft-Knit 
Shopping bags: Outer fabrics plus substrates for soft sided 
shopping and other small bags, carriers, etc (excluding 
handbags, leather goods) 

Broad 
Narrow 

Artificial leather substrates: Coating substrates for artificial 
leather handbags, luggage, small goods 

Broad, Nonwoven 
Weft-Knit 

Sports bags, luggage: Face fabrics and substrates for soft 
sided luggage, bags for carrying sports gear, rucksacks 

Broad 
Narrow 

Sailcloth: Fabrics used in mainsails, foresails and spinnakers Broad 
Artificial turf: Material provides surface for sporting activities Broad 
Equipment composites: Materials used in the production of 
skis, racket frames, canoes, jet-skis 

Broad 

Air sport fabric: fabric for balloons, kites, gliders, parachutes Broad 
Tents; Fabrics for use in lightweight, portable tents for 
personal camping/sleeping purposes 

Broad 

Sleeping bag fabrics: Outer fabrics for sleeping bags Broad 
Flags: Fabrics for flags, pennants, parades, shows, etc Broad, Nonwoven 

Sporttech 

Animal webbing: Pet leads, collars, horse halters, etc 

11.4% 

Narrow 
Oekotech Above used for environmental purposes: Housewrap (Build), 

Erosion control and Pit Linings (Geo), Woven filters (Ind.) 
 Broad 

Product and Market Sources from website link for broadwoven and narrow and market percentages from: 
(David Rigby Associates, 2002) 



 

 

 311 

Table 101: Warp-Knit (13) and Weft-Knit (11) Products 

Application Area Product Description and Function % 
Total 

Warp or 
Weft 

Other 

Agrotech: Nets Land netting: Nets for crop protection, 
fruit collection, bale-wrap all fishing 
purposes, incl. seine nets, fish farms, etc. 

21.4% Warp-knit  

Buildtech: Scaffold 
nets  

Scaffolding nets to protect against falling 
debris; façade netting with or without 
printed advertising 

8.9% Warp-knit Broadwoven 

Clothtech: 
Interlinings, knit  

Woven and knitted fabrics used to provide 
support and structure to garments 

Warp-knit Broadwoven 

Clothtech: Shoe 
components  

Linings, components for most shoes (excl. 
artificial suede, leather or PVC substrates) 

20.7% 

Warp-knit Nonwoven 

Geotech:   
Reinforce 

Geotextile fabrics for reinforcement of soil 3.0% Warp-knit Broadwoven 

Home: Knit Wipe Cleaning wipes for domestic applications 5.4% Weft-knit  
Indutech: Knit Wipe  Cleaning wipes for industrial applications  2.2% Weft-knit  
Medtech 
Woundcare Knit  

All medical wovens and knits such as 
bandages and dressings, gauze, slings 

3.7% Weft-knit Broadwoven, 
Narrow 

Mobiltech Knit 
Trim  

Woven, knitted automotive trim; boot 
liners, headliners, shelving, door panels 

Weft-knit Warp-knit 

Mobiltech 
Upholstery  

Woven and knitted automotive seating 
face and backing fabric 

Weft-knit Warp-knit 

Mobiltech: Auto 
hose  

Fabric to reinforce automotive hoses Warp-knit Rope & Braid, 
Broadwoven 

Mobiltech: Knit 
trim  

Woven, knitted automotive trim; boot 
liners, headliners, shelving, door panels 

Warp-knit Weft-knit 

Mobiltech: 
Upholstery  

Woven and knitted automotive seating 
face and backing fabric 

14.4% 

Warp-knit Weft-knit 

Packtech: Netting  Net packaging for storing, packing, 
transporting, retailing foodstuffs, toys, etc. 

3.3% Warp-knit  

Protech: Hi-vis  Fluorescent/phosphorescent fabrics for 
gilets, trousers, etc (excludes FWC) 

Warp-knit Broadwoven 

Protech NBC Fabrics to protect against nuclear, 
biological and chemical exposure 

Weft-knit  

Protech Cut, Slash 
Protection  

Fabric for garments and gloves used to 
provide protection from knives, glass, 
chain saws, or other sharp implements 

Weft-knit  

Protech Durable 
Chemical 

Protection Fabrics for durable garments 
and gloves worn to provide protection 
against harmful chemicals and gases 

5.4% 

Weft-knit  

Sporttech Book 
cloth  

Substrate for hardback book leather-type 
covers 

Weft-knit Broadwoven 

Sporttech  Coating substrates for artificial leather 
handbags, luggage, small goods 

Weft-knit Broadwoven, 
Nonwoven 

Sporttech Footballs  Coating substrates for artificial leather 
used to cover footballs and similar 

Weft-knit  

Sporttech: Sport net  Nets: soccer, tennis, cricket, or protection 

11.8% 

Warp-knit Rope & Braid 
Product and Market Source: DRA website; Market Percentages from: (David Rigby Associates, 2002)  
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Appendix: Textile Definitions 

Table 102: Textile, Apparel, and Furnishings Workers Occupations 

SOC Number Category Specific Jobs within Category 
51-6010-11 Laundry and Dry-Cleaning Workers 
51-6020-21  Pressers, Textile, Garment, and Related Materials 
51-6030-31  Sewing Machine Operators 
51-6040  Shoe and Leather Workers 
51-6041   Shoe and Leather Workers and Repairers 
51-6042  Shoe Machine Operators and Tenders 
51-6050 Tailors, Dressmakers, Sewers 
51-6051   Sewers, Hand 
51-6052  Tailors, Dressmakers, and Custom Sewers 
51-6060  Textile Machine Setters, Operators, and Tenders 
51-6061  Textile Bleaching and Dyeing Machine Operators and Tenders 
51-6062  Textile Cutting Machine Setters, Operators, and Tenders 
51-6063  Textile Knitting and Weaving Machine Setters, Operators, and Tenders 
51-6064  Textile Winding, Twisting, and Drawing Out Machine Setters, 

Operators, and Tenders 
51-6090  Miscellaneous Textile, Apparel, and Furnishings Workers 
51-6091 
 

 Extruding and Forming Machine Setters, Operators, Tenders; Synthetic 
and Glass Fibers 

51-6092  Fabric and Apparel Patternmakers 
51-6093  Upholsterers 
51-6099  Textile, Apparel, and Furnishings Workers, All Other 

Source: U.S. Department of Labor, Bureau of Labor Statistics Standard Occupational Classification (SOC) 
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Table 103: Compilation of Textile Definitions: Technical, Industrial, and Traditional Terms 

Term and Definitions 
Technical Textiles 
A general term used to describe a broad range of textiles that are designed for specific applications. These 
textiles include nonwoven, woven, knit and film composites. The types of end-products usually associated 
with technical textiles are nonwoven and certain woven, knitted and film fabrics used in products, such as 
protective apparel (hazardous waste, fire, clean room, military, etc), parachutes, “hi-tech” tenting materials, 
flags, automotive interior fabrics and house-wrap (INDA, 2002). 
Textile materials and products manufactured primarily for their technical performance and functional 
properties rather than their aesthetic or decorative characteristics A non-exhaustive list of end-uses: 
aerospace, industrial, marine, medical, military, safety, transportation, and geotextiles (see also industrial 
textiles) (Horrocks & Anand, 2000; Textile Institute, 1991; Textile Institute, 1995; Textile Institute, 2002). 
Note: 1991 (9th ed.) first appeared. 
Comprised of all those textile-based products, which are used principally for their performance or functional 
characteristics rather than for their aesthetics, or are used for non-consumer (i.e., industrial) applications. The 
definition includes finished products, such as ropes or tarps, and components of other products, such as tire 
cord or cover stock The definition does not depend on the yarn or fiber used, but on the end-use of the 
product itself (David Rigby Associates, 2002). 
Technical Textiles (Consumption): defined as taking place where the textiles are first used by another 
industry outside the textile sector, rather than either where the textile is produced or where the final product 
incorporating those textiles is consumed (David Rigby Associates, 2002). 
Industrial Textiles 
(1) Textile materials and products intended for end-uses other than non-protective clothing, household, 
furnishing and floor covering, where the fabric or fibrous component is selected principally (but not 
exclusively) for its performance and properties as opposed to its aesthetic or decorative characteristics. (2) A 
category of technical textiles used either as part of an industrial process, or incorporated into final products 
(Textile Institute, 1991; Textile Institute, 1995; Textile Institute, 2002). Note: 1991 (9th ed.) first appeared. 
Industrial Fabric 
A broad term for fabrics used for non-apparel and non-decorative uses. They fall into several classes: (1) a 
broad group including fabrics employed in industrial processes (e.g. filtering, polishing, and absorption), (2) 
fabrics combined with other materials to produce a different type of product (e.g., rubberized fabric for hose, 
belting, and tires; fabric combined with synthetic resins to be used for timing gears and electrical machinery 
parts; coated or enameled fabrics for automobile tops and book bindings; and fabrics impregnated with 
adhesive and dielectric compounds for application in the electrical industry), and (3) fabrics incorporated 
directly in a finished product (e.g., sails, tarpaulins, tents, awnings and specialty belts for agricultural 
machinery, airplanes, and conveyors). Fabrics developed for industrial uses cover a variety of widths, 
weights, and constructions and are attained, in many cases, only after painstaking research and experiment. 
Virtually all textile fibers have industrial uses. The names mechanical or technical fabrics sometimes have 
been applied to certain industrial fabrics (Celanese Acetate, 2001). 
Industrial Yarn 
Yarn composed of continuous filaments, usually of high breaking tenacity, with or without twist, intended for 
applications in which functional properties are of primary importance. Example: reinforces material in elastic 
products (tires, hose, belts, protective covers, cords, webbing) (ASTM International, 2007) 
Performance Textiles 
Textile materials and products manufactured for their technical and performance properties in addition to 
their aesthetic or decorative characteristics (Nelson, 2008). 
Frequently used to describe the fabrics used in activity clothing (Horrocks & Anand, 2000) 
High Performance Fibers 
Specialty fibers engineered for specific uses that require exceptional strength, heat resistance and/or chemical 
resistance. Generally niche products, but some are produced in large quantities (AFMA, Fibersource). 
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Table 103 continued 

Traditional Textiles and Textile Industry 
Traditional textile manufacturing industry is composed of yarn, fabric, apparel and home furnishings that 
serve the long established apparel and home furnishings markets (Frederick, Cassill, Godfrey, & Little, 
2007a). 
Textiles are a member of the manufacturing sector, all under NAIC codes 31-33 NAICS codes 313-315 (at 
bottom of the link) called: Textile, Textile Product, and Apparel Manufacturing (BLS, 2005). 
Textile 
General term for fibers, yarn intermediates, yarns, fabrics, and products that retain all the strength, flexibility, 
and other typical properties of the original fiber or filaments [D1392] (ASTM International, 2007). 
Originally a woven fabric, now generally applied to: (1) Staple fibers and filaments suitable for conversion to 
or use as yarns, or for the preparation of nonwoven fabrics, (2) yarns made from natural or manufactured 
fibers, (3) fabrics and other manufactured products made from fibers as defined above, and from yarns, and 
(4) garments and other articles fabricated wholly from one or more of the above elements, and articles made 
principally from the above when the products retain the characteristic flexibility and drape of the original 
fabrics (ASTM International, 2007). 
(1) Originally a woven fabric, but the terms textile and the plural textiles are now also applied to fibers, 
filaments and yarns, natural and manufactured, and most products for which these are principal raw material 
Note: This definition embraces, for example, fiber-based products in the following categories: threads, cords, 
ropes, and braids; woven, knitted and nonwoven fabrics, lace, nets, and upholstery; carpets and other floor 
coverings; technical, industrial and engineering textiles, including geotextiles and medical textiles. (2) 
Descriptive of textiles as defined in 1 above and of the raw materials, processes, machinery, buildings, craft, 
technology, personnel used in, and the organizations and activities connected with, their manufacture (Textile 
Institute, 1991; Textile Institute, 1995; Textile Institute, 2002). 
Anything made by people from fibrous materials including fabrics made of adhered fibers like felt, items 
made of relatively unmodified plant materials like baskets and mats, fabrics made of spun yarns such as 
knitted and woven cloth, and items made of synthetic linear elements such as nylon window screens (Textile 
Museum: Introduction to Textile Terms PDF). 
A flexible material comprised of a network of natural or artificial fibers often referred to as thread or yarn. 
Yarn: produced by spinning raw wool fibers, linen, cotton, or other material on a spinning wheel. Textiles are 
formed by weaving, knitting, crocheting, knotting, or pressing fibers together. The words fabric and cloth are 
commonly used in textile assembly trades (such as tailoring and dressmaking) as synonyms for textile. 
However, there are subtle differences in these terms Textile refers to any material made of interlacing fibers. 
Fabric refers to any material made through weaving, knitting, crocheting, or bonding. Cloth refers to a 
finished piece of fabric that can be used for a purpose such as covering a bed (Wikipedia). 
 (1) A cloth, especially one manufactured by weaving or knitting a fabric (2) Fiber or yarn for weaving or 
knitting into cloth Latin, from neuter of textiles, woven, from textus (Free Dictionary: June 2007). 

Complied by Author; Frederick, S. 
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Appendix: U.S. Textile Production and Exports 

Table 104: Spindles in Place, Spindle Hours, and Consumption: State and Type: 2007, 2008 

 Total Spindle Hours  
(Millions) 

Spindles in Place 
(1,000s) 

Domestic and Foreign Cotton 
Consumption (1,000 lbs) 

State and Type 2007 2008 2007 2008 2007 2008 
United States Total 9,718 8,415 1,276 1437   
Ring spindles (1) 6,608 5,592 905 1043   
Air jet 240 195 31 37   
Open-end position (2) 2,869 2,628 340 358   
State       
North Carolina 5,144 4,531 618 699 1,442,005 1,379,774 
Georgia 1,546 1,476 207 211 299,065 254,620 
South Carolina 732 619 145 157 176,407 150,436 
Alabama 802 359 66 124 (D) (D) 
Other States 1,492 1,430 238 246 (D) (D) 
United States Total 9,718 8,415 1,276 1437 2,308,145 2,086,822 
     Cotton: Bales: Consumption 
United States Total 4,630,563 4,190,911 
Consumed in Yarn and Thread Mills (NAICS 31311) 3,745,490 3,541,117 
Consumed in Other Industries (3) 885,073 649,794 

 MMF (Staple) Consumption 
United States Total (4) 389,783 328,096 
Consumed in Yarn and Thread Mills (NAICS 31311) 220,999 219,929 
Consumed in Other Industries (3) 168,784 108,167 
MMF By Fiber Type   
Cellulosic 10,176 7,167 
Non-Cellulosic 379,607 320,929 
  Polyester 259,809 259,809 
  Nylon, Acrylic and Modacrylic (D) (D) 
  Other 18,299 18,814 

Source: (U.S. Census Bureau, 2009b) (D): Withheld to avoid disclosing data for individual companies; (1) 
Includes other types not elsewhere classified (e.g. wrap and electrostatic);  (2) Includes rotor and friction; (3) 
Value calculated; values for weaving mills (NAICS 31321) and other industries withheld to avoid disclosing 
data for individual companies. (4): Represents consumption in mills with cotton system spindles.  
 

Table 105: U.S. Yarn Production (in Thousands of Pounds) by Fiber:  2008 (CIR) 

Product Description Total  
Spun cotton yarns 1,757,128   
    Cotton, carded, 85% or more cotton 1,499,488   
Wool yarns, and chiefly wool blends, 36% or more wool 17,165   
    Combed (worsted), incl. reused and reprocessed 9,670   
Manmade fiber yarn 3,681,427   
    Textured, crimped, twisted, or bulked filament yarns: Nylon 1,603,820   

Only largest subcategories listed. Source: (U.S. Census Bureau, 2009e) 
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Appendix: U.S. Fiber Production and Exports 

Table 106: CIR: Supply, Distribution and Imports of Cotton:  2007/08 Crop Year 

Supply and Distribution Cotton: Number of Running Bales 
Supply 27,929,479 
    Stocks, July 28, 2007 9,223,279 
        In consuming establishments  241,596 
        In public storage and at compresses  8,156,683 
        Elsewhere (2)(3) 825,000 
    Net imports (S) 
        Total imports for consumption (2) 8,370 
        Less: re-exports (2) (S) 
    Net ginning, 2007/2008 crop year 18,706,200 
        Total ginning of the 2007 crop 18,713,150 
        Less: ginning of the 2007 crop prior to August 1, 2007 20,000 
        Plus: ginning of the 2008 crop prior to August 1, 2008 (2) 13,050 
Distribution 27,437,816 
    Total exports 13,237,100 
    Consumption: July 29, 2007 through August 2, 2008 4,476,357 
    Cotton lost or destroyed: Aug. 1, 2007 through July 31, 2008 (2) 25,000 
    Stocks: August 2, 2008, carry-over 9,699,359 
        In consuming establishments 135,376 
        In public storage and at compresses 8,863,983 
        Elsewhere (2)(3) 700,000 
  
Excess of reported supply less distribution 491,663 
U.S. Cotton Imports (2008) 5,093 

Source: (U.S. Census Bureau, 2009b): Notes: (S): does not meet publication standards (2): Data are partially 
estimated (3): includes cotton in transit to ports, warehouses, consuming establishments, and Canada; on docks, 
shipboard but not cleared, and other port stocks not in a warehouse or consuming establishment; and on farms, 
merchant sheds, or private storage   

Table 107: U.S. Exports Cotton, Linters, and Manmade Fiber Staple and Tow: 2008 (CIR) 

[Cotton in running bales. Linters, manmade fiber staple and tow in thousands of kilograms] 
Country to which exported and total cotton imports Total: 2008 

Cotton exports (1): Total 12,860,700 
Canada 4,318,500 
Thailand 1,514,500 
South Korea 1,388,900 
Indonesia 1,155,900 
Linters exports: Total 15,571 
Germany 5,214 
Japan 976 
Manmade fiber staple and tow exports: Total 173,148 
Canada 36,600 
Japan 5,852 
United Kingdom 3,593 
Belgium 3,022 

(1): Source: US Export Sales, US Department of Agriculture; Source: (U.S. Census Bureau, 2009b) 
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Appendix: U.S. Apparel Production and Exports 

Table 108: CIR: U.S. Shipments and Exports of Selected Apparel Items:  2008 

[Quantity in thousands of units (socks unit: thousands of dozens of pairs); Values in $US millions] 
Product description Manufacturers' 

shipments 
Exports of domestic 

merchandise 
2008 Quantity Value Quantity Value at port 

Men's and boys' apparel: 
Suits 1,539 290.5 640 10.0 
Dress and sport coats 715 106.2 712 9.1 
Other coats, jackets, vests, and ski apparel 9,382 449.2 4,012 40.7 
Tops 90,184 570.7 (S) 265.2 
Bottoms 32,669 463.1 (S) 156.9 
Swimwear 106 2.0 (S) (S) 
Women's and girls' apparel: 
Dresses 41,770 1,513.0 18,183 176.5 
Coats, jackets, vests, and ski apparel (D) (D) 6,034 74.6 
Tops 137,740 1,560.8 (S) 322.8 
Skirts 29,620 316.1 5,239 31.5 
Bottoms, except skirts 42,185 804.6 18,229 126.4 
Suits 416 33.6 (S) 31.6 
Swimwear 21,395 333.5 6,367 28.9 
Foundation garments 1,730 26.3 (S) (S) 
Other men's, women's, boys', and girls' apparel: 
Underwear (except foundation garments) 52,626 194.4 48,411 76.3 
Pajamas, nightgowns, and other nightwear 4,216 30.9 2,403 9.5 
Robes and dressing gowns (D) (D) 517 2.3 
Jogging and warm-up suits (D) (D) 671 2.6 
Coveralls, overalls, and jumpsuits 2,436 60.0 1,305 8.6 
Playsuits (D) (D) 107 1.3 
Infants' apparel 3,012 28.9 (S) (S) 
Socks (Men’s, Women’s, and Children’s) 
Finished Socks 78,109 721.3 48,713 250.4 

(D) Withheld to avoid disclosing data for individual companies; (S) Does not meet publication standards 
Sources: (U.S. Census Bureau, 2009a; U.S. Census Bureau, 2009d) 
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Appendix: Leading U.S. Textile Companies 

Table 109: Principal U.S. Woven and Knit, Nonwoven and Coated Fabric Firms 

Firm Sector or Industry Year, Designation, U.S. Market Share (if available) 
 

Woven and Knit Fabric Manufacturers 2006 2007 
International Textile Group Leading Leading 
Milliken Leading Leading 
Springs Global Leading Leading 
Greenwood Mills Important Important 
Mount Vernon Mills Important Important 
WestPoint Stevens Important Important 
Avondale Mills Important Out of Business 
 

Nonwoven Supplier Firms 2006  
Kimberly Clark Largest Supplier: 16.0%  
DuPont (EI) de Nemours* Second Supplier: 15.8%  
Fiberweb Inc* Third Supplier: 10.9%  
Polymer Group Inc* Significant Firm  
Freudenberg (Global: Germany)* Significant Firm  
Ahlstrom USA Inc (Global: Finland)* Significant Firm  
Johns Manville (Berkshire Hathaway)* Significant Firm  
   

Coated Fabric Manufacturing Firms  2007 2008 
OMNOVA Solutions Inc (Fairlawn, OH) Leading Leading: 5.9% 
Saint-Gobain Technical (Global: France; U.S.: NY) Leading Leading: 5.1% 
Takata (Global: Japan; U.S.: Highland Industries: 
Greensboro, NC) 

Other Leading: 4.5% 
Top 3: 15.5% 

Reeves Brothers  (Global: Trelleborg: Sweden) Leading Important 
Canadian General-Tower (Canada) Important Important 
Seaman Important NA 
Sandusky Athol International Important NA 
Hallwood (Brookwood Companies) Important NA 
Haartz Important NA 
Holliston: specializes in bookbinding applications  Mentioned 
Bradford Industries: polyester and nylon coatings: apparel, industrial, upholstery  Mentioned 

Sources: Woven and Knit (Freedonia, 2007a; Freedonia, 2008e); Coated Fabrics For 2008 (Freedonia, 2008d; 
Freedonia, 2009c); Source: leading suppliers of nonwovens to the U.S. market (Freedonia, 2007b); *Indicates 
have profile in Leading 50 TT book 
 

Table 110: Datamonitor: Leading U.S. Textile Companies 

 2009 2008 2007 
Freudenberg X (1) X (4) X (2) 
Mohawk Industries, Inc X (2) X (1) X (1) 
Burlington Industries, Inc. X (3) X (2) Not Listed 
Milliken and Company X (4) X (3) X (3) 

Sources: (Datamonitor, 2007a; Datamonitor, 2008f; Datamonitor, 2009g) 
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Appendix: Competition: Textiles: U.S. Imports and Global Exports 

Table 111: WTO: U.S. Textile Imports: Regions and Top Economies by Origin: 2007 

Region or Economy/Country Value ($US Mil) Share (%) 
Asia  14,948 62.1 
Europe  4,011 16.7 
North America  3,595 14.9 
South and Central America  674 2.8 
Middle East  576 2.4 
Africa  229 1.0 
CIS  56 0.2 
World  24,089 100.0 

China  7,661 31.8 
European Union (27)  3,263 13.5 
India  2,348 9.7 
Canada  1,842 7.6 
Mexico  1,753 7.3 

Top 5  16,867 70.0 
Top 40  24,007 99.7 

Source: (WTO, 2008) 

Table 112: Textile Export Destinations (Value $US Bil.): Asia, Europe, North America: 2000, 2008 

Value  Share Region’s Exports % Share World Exports %   
2008 2000 2008 2000 2008 

World Totals 250.2 100.0 100.0 100.0 100.0 
Asia to World 123.9 100.0 100.0 43.9 49.5 
Asia 54.7 57.0 44.1 25.0 21.9 
Europe 22.3 14.2 18.0 6.2 8.9 
North America 17.7 13.2 14.3 5.8 7.1 
Africa 8.8 4.0 7.1 1.8 3.5 
Middle East 8.7 6.3 7.0 2.8 3.5 
South and Central America 6.6 4.5 5.3 2.0 2.6 
 CIS 5.0 0.8 4.0 0.3 2.0 
Europe to World 92.1 100.0 100.0 39.6 36.8 
Europe 68.9 77.3 74.8 30.6 27.5 
Africa 5.7 5.4 6.2 2.1 2.3 
Asia 5.6 5.8 6.1 2.3 2.2 
CIS 4.3 1.8 4.7 0.7 1.7 
North America 4.2 6.3 4.5 2.5 1.7 
Middle East 2.1 1.9 2.2 0.8 0.8 
South and Central America 0.8 1.0 0.9 0.4 0.3 
North America to World 16.5 100.0 100.0 10.0 6.6 
North America 9.2 69.0 55.7 6.9 3.7 
South and Central America 3.5 10.2 21.4 1.0 1.4 
Asia 1.9 9.3 11.7 0.9 0.8 
Europe 1.5 9.9 9.1 1.0 0.6 
Middle East 0.2 1.0 1.1 0.1 0.1 
Africa 0.1 0.5 0.7 0.0 0.0 
CIS 0.1 0.2 0.4 0.0 0.0 

CIS: Commonwealth of Independent States; Source: (WTO, 2009); Textiles: SITC Code 65, Rev. 3.  
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Appendix: U.S. Institutional Trade Statistics 

Table 113: U.S. “9802 Imports” of Selected Apparel Items: 2008 (CIR) 

 [Quantity in thousands of units; Value in $U.S. Millions] 
Product description "9802" Imports (2) 

2008  Quantity Value US content (3) Total value (4) 
Men's and boys' apparel: 
Suits 1,056 0.7 18.0 
Dress and sport coats 1,089 1.7 22.4 
Other coats, jackets, vests, and ski apparel 3,541 3.2 25.6 
Tops 109,845 32.0 229.8 
Bottoms 24,943 21.8 110.1 
Swimwear 123 0.7 1.2 
Women's and girls' apparel: 
Dresses 6,829 19.6 42.9 
Coats, jackets, vests, and ski apparel 4,750 9.5 30.7 
Tops 85,774 78.0 187.5 
Skirts 4,958 4.5 14.9 
Bottoms, except skirts 46,798 30.5 130.9 
Suits 7 0 0 
Swimwear 6,273 25.9 47.7 
Foundation garments 48,547 49.3 207.3 
Other men's, women's, boys', and girls' apparel: 
Underwear (except foundation garments) 419,613 35.4 349.4 
Pajamas, nightgowns, and other nightwear 8,257 6.7 28.5 
Robes and dressing gowns 1,009 0.8 3.9 
Jogging and warm-up suits 5 0 0 
Coveralls, overalls, and jumpsuits 1,998 3.5 33.4 
Playsuits 928 1.7 5.0 
Infants' apparel 18,902 1.5 20.0 
Totals (Calculated) 795,245 327.0 1,509.2 
(2) Represents apparel cut in the U.S., sent outside the country to be sewn, and then returned to the U.S. 
under 9802 (formerly 807) of Chapter 98. It is included in the domestic output, imports, and exports. Because 
9802 garments are exported in pieces, the export quantity data may be overstated since some data may be 
reported in pieces rather than completed garments. 
(3) Represents the value of the U.S. fabricated components 
(4) Represents the total c.i.f. (cost, insurance, and freight) value of the article which includes the value of the 
U.S. fabricated components and foreign processing. 

Source: (U.S. Census Bureau, 2009a) 
807: HTS: 9802.00.8068: Apparel assembled from any U.S. cut fabric 
807A: HTS: 9802.00.9000: Apparel from U.S. formed and cut fabric: only applies to Mexico 
807A: HTS: 9802.00.8015: included on Trade Preference page, but not counted towards trade preference totals 
807A+: HTS: 9802.00.8044: Apparel assembled from U.S. cut fabric from U.S. yarn 
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Table 114: Imports from U.S. Trade Preference Programs and Free Trade Agreements and Exports 

[Values in $US Millions] 
Programs and Countries 2007 2008 
Preference Program Region Total Imports Imports Under Trade Preference Programs 
CBI $8,456.8 $927.1 $8,111.9 $620.4 
AGOA $1,314.2 $1,266.6 $1,175.9 $1,137.0 
ANDEAN (ATPA) $1,297.4 $1,166.4 $1,221.4 $1,109.8 
QIZ Arrangements 
QIZ Total $1,653 $1,532 
Egypt: QIZ $730 $777 
Jordan: QIZ $921 $753 
Gaza Strip: QIZ $1 $2 
West Bank: QIZ $0.1 $0.05 
 Total FTA Imports: FTA % of All Imports 
FTA: Total Imports and Categories 20,573 19% 18,736 18% 
Yarn 1,042 27% 932 25% 
Fabric 1,758 24% 1,538 23% 
Made-up 1,654 8% 1,461 8% 
Apparel 16,118 21% 14,806 20% 
Specific Regions and Country Totals   
CAFTA 8,152 7,876 
NAFTA 9,475 8,116 
Peru 834 819 
Chile 27 13 
Israel 509 513 
Jordan 1,146 973 
Oman 10 1 
Bahrain 123 151 
Singapore 154 123 
Australia 48 56 
Morocco 93 95 
 Total FTA Exports: FTA % of All Exports 
FTA: Total Exports and Categories $12,386 67% $12,260 65% 
Yarn 2,292  2,431  
Fabric 5,406  5,060  
Made-up 1,894  1,997  
Apparel 2,795  2,772  
CAFTA 3,411 3,208 
NAFTA 8,493 8,449 
Peru 42 48 
Chile 84 121 
Israel 58 59 
Jordan 10 12 
Oman 1 2 
Bahrain 8 11 
Singapore 94 106 
Australia 184 240 
Morocco 3 2 

Source: OTEXA: Trade Preference Imports: Trade Preference Programs, Value: MFA Cat. 0; QIZ Imports: Free 
Trade Agreements, Value: MFA Cat. 0; FTA Imports: Trade Balance Report FTA Countries: 2007-09; FTA 
Exports: Trade Balance Report: FTA Countries: 2007-09 
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Appendix: U.S. Apparel Retail Distribution Channels 

Table 115: Freedonia: U.S. Apparel Retail Sales by Outlet: 2008 

Retail Outlet Percentage Leading Establishment in Outlet 
Department Stores 31% Macy’s 
Specialty Stores 25% Gap 
Mass Merchants 20% Walmart 
Other 24%  

Source: FF Apparel (Freedonia, 2009a); S/D; NP. Only includes men and women’s apparel (not children’s). 
Total sales value: $162 billion for 2008. 
 

Table 116: S&P: U.S. Market: Apparel and Accessories Retail Channels: 2009 

Retail Distribution Channel Percentage of Dollar Purchases by Consumers 
Specialty Stores 30% 
Mass Merchants 22% 
Department Stores 14% 
National Chains 12% 
Off-price Retailers 9% 
Direct mail/e-tail  6% 
Factory Outlets 2% 
All Other Retailers 4% 

Other: includes warehouse stores, dollar stores, company stores, and misc. retail outlets 
Source: (Driscoll & Wang, 2009b) from the NPD Group. Data represents results for the first quarter of 2009.  
 

Table 117: IBIS: U.S. Department Store Sales: Shares by Product Segmentation 

Products/ Services Segmentation Share of U.S. Department Store Sales  
Women's Wear  25.0% 
Men's Wear  14.0% 
Children's Wear  5.5% 
Intimate Apparel  3.5% 
Junior’s Wear  3.0% 

Apparel Total 51.0% 
Electronics, sporting goods, toys and appliances  12.0% 
Home furnishings and décor  11.5% 
Cosmetics  9.0% 
Accessories  7.5% 
Footwear 5.0% 
Other  4.0% 

Source: (IBISWorld, 2009e) 
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Appendix: U.S. Home Furnishings Retail Distribution Channels 

Table 118: Bed and Bath Retail Sales by Channel of Distribution (2007) 

Distribution Channel Percentage by Sales 
Mass Merchants and Club Stores 52% 
Specialty Stores 21% 
Department Stores 21% 
Other 6% 

Source: (Freedonia, 2008c) 

Table 119: Channels of Distribution (2007): Home Furnishings Sector (Sales $US Mil) 

Textiles: Bedroom Sheets and Comforters 
Channel All  Sheets Down Comforters Comforters Non-Down 
Mass Merchants; Clubs 43% 64% 29.5% 44.5% 
Specialty Stores 27% 24% 29.5% 24.5% 
Department Stores 16% 9.5% 24.5% 25% 
Catalogs 9% 1.5% 9% 4.5% 
Other 5% 1% 7.5% 1.5% 
Retail Sales 20737.2 2412.4 446.6 1621.2 
Textiles: Mattress Pads and Bed Pillows 
Channel All  Bagged Beds Mattress Pads Bed Pillows 
Mass Merchants; Clubs 43% 50% 45% 53% 
Specialty Stores 27% 18% 25% 21% 
Department Stores 16% 27% 23% 22% 
Catalogs 9% 1% 3% 1% 
Other 5% 4% 4% 3% 
Retail Sales 20737.2 1533.5 2079.6 1077.3 
Textiles: Window and Shower Coverings 
Channel All  Shower Curtains Curtains/Drapes Hard Window Coverings 
Mass Merchants; Clubs 43% 57% 44% 16% 
Specialty Stores 27% 24% 25% 40% 
Department Stores 16% 13% 27% 2% 
Catalogs 9% 2% 2% 34% 
Other 5% 4% 2% 8% 
Retail Sales 20737.2 486.9 2829.3 4450.4 
Textiles: Bathroom and Kitchen Towels and Linens 
Channel All  Bath Towels Bath Accessories Kitchen Textiles Table Linens 
Mass Merchants; Clubs 43% 56% 59% 53.5% 35% 
Specialty Stores 27% 19% 28% 31.5% 39.5% 
Department Stores 16% 16% 8% 11% 16.5% 
Catalogs 9% 2% 2% 3% 5% 
Other 5% 7% 3% 1% 4% 
Retail Sales 20737.2 2282.8 313.0 562.4 641.9 
Furniture 
Channel All Case Goods Upholstered  Mattresses Ready-To-Assemble 
Furniture Stores; Chain 43% 65% 47.5% 36% 10% 
Specialty Stores 22% 14% 20% 44% 8% 
Mass Merchants; Clubs 17% 14% 9% 12% 46% 
Department Stores 6% 4% 11.5% 6% 1% 
Other 8% 3% 12% 2% 30% 
Home Improve Center 4% 0% 0% 0% 5% 
Retail Sales 72016.3 26532.1 20665.0 8382.2 3348.7 

Source: (HFN, 2008b); omitted non-textile products: but included in the total values 
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Appendix: U.S. Apparel Imports 

Table 120: Market Share: U.S. Textile and Apparel Imports: 1989-2008: Units (OTEXA)  

[SME Units: Category 0: Select Years: Based on the Top 20 Countries/Regions in 2008] 
Country 1989 2000 2003 2005 2006 2007 2008  
China 13.85% 6.75% 19.63% 32.97% 35.69% 40.26% 40.93% 
_CAFTA 4.51% 10.69% 9.02% 7.70% 6.71% 6.44% 6.90% 
Pakistan 3.08% 6.08% 6.37% 6.47% 6.84% 5.97% 5.81% 
India 3.10% 3.80% 3.94% 4.59% 5.09% 5.12% 5.64% 
Mexico 3.55% 14.44% 9.30% 7.64% 6.57% 5.72% 5.24% 
Vietnam 0.00% 0.11% 1.96% 1.87% 2.20% 2.84% 3.61% 
Korea, South 8.71% 3.99% 4.97% 3.99% 4.10% 3.68% 3.33% 
Bangladesh 1.49% 3.44% 2.63% 2.58% 2.87% 2.92% 3.31% 
Indonesia 2.70% 3.20% 2.73% 2.66% 3.07% 3.06% 3.21% 
Canada 5.31% 9.75% 7.84% 5.92% 4.68% 3.60% 2.69% 
Taiwan 11.34% 3.75% 3.21% 2.13% 2.25% 2.13% 2.03% 
Thailand 2.99% 4.01% 2.60% 2.07% 1.95% 1.82% 1.88% 
Cambodia 0.00% 0.81% 1.33% 1.46% 1.67% 1.67% 1.81% 
Turkey 1.49% 2.64% 2.43% 1.66% 1.39% 1.23% 1.08% 
Israel 0.70% 1.45% 1.46% 1.16% 0.97% 0.90% 1.04% 
Philippines 2.97% 2.83% 1.88% 1.27% 1.33% 1.05% 0.92% 
Sri Lanka 1.06% 1.99% 1.18% 1.01% 0.95% 0.84% 0.79% 
Hong Kong 7.88% 3.42% 2.11% 1.42% 1.17% 0.83% 0.67% 
_SSA 0.60% 0.57% 0.99% 0.77% 0.65% 0.65% 0.66% 
Japan 2.92% 0.94% 0.64% 0.55% 0.59% 0.61% 0.64% 
% Total 78.25% 84.65% 86.22% 89.90% 90.75% 91.35% 92.17% 

Notes: CBI region omitted due to overlap with CAFTA region. CAFTA countries excluded from the list due to 
inclusion in the CAFTA total; Source: OTEXA: MFA Category 0: Total Apparel and Textiles 
 

Table 121: U.S. Apparel Imports: Fiber Type: Value and Volume: 1990-2008 

[Values in U.S. Million; Volume in Millions of SME] 
MFA Categories  1990 1995 2000 2005 2008 ‘90 % Total ‘08 % Total 
MFA Categories: Value  
Total Apparel Imports: 1 21,937 34,649 57,232 68,713 71,568   
Cotton: 31 9,771 18,388 32,013 41,142 43,813 44.5% 61.2% 
MMF: 61 9,131 11,887 19,642 20,764 21,591 41.6% 30.2% 
Wool: 41 1,659 2,705 3,867 4,130 4,139 7.6% 5.8% 
Silk and Vegetable Fiber: 81 1,376 1,669 1,709 2,678 2,026 6.3% 2.8% 
MFA Categories: Volume 
Total Apparel Imports: 1 6,007 9,255 16,035 22,010 22,694   
Cotton: 31 2,550 5,004 8,799 12,796 13,706 42.4% 60.4% 
MMF: 61 3,013 3,718 6,586 8,199 8,253 50.1% 36.4% 
Wool: 41 104 197 262 286 276 1.7% 1.2% 
Silk and Vegetable Fiber: 81 341 336 388 728 459 5.7% 2.0% 

Source: OTEXA: MFA Categories 
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Appendix: North Carolina Textile Complex Statistics 

Table 122: NC Textile Mills Employment, Locations and Wages: 1990-2008 

Year Number of 
Units 

Annual Average 
Employment 

Annual Wages Paid Avg. Annual Wage Per 
Employee 

1990 901 165,434 $3,076,167,458 $18,595 
1991 915 158,740 $3,181,628,039 $20,043 
1992 947 155,666 $3,235,082,955 $20,782 
1993 952 153,976 $3,314,444,872 $21,526 
1994 940 153,504 $3,408,378,260 $22,204 
1995 956 149,653 $3,367,870,793 $22,505 
1996 951 140,703 $3,287,348,153 $23,364 
1997 959 133,785 $3,400,470,293 $25,417 
1998 967 128,093 $3,290,137,286 $25,686 
1999 969 116,994 $3,100,711,131 $26,503 
2000 919 108,624 $2,950,250,997 $27,160 
2001 870 92,710 $2,530,445,590 $27,294 
2002 814 80,895 $2,369,973,184 $29,297 
2003 751 71,309 $2,089,342,098 $29,300 
2004 682 61,890 $1,904,637,911 $30,775 
2005 640 55,709 $1,705,327,039 $30,611 
2006 598 49,110 $1,568,700,919 $31,943 
2007 558 42,806 $1,422,351,194 $33,228 
2008 534 38,120 $1,273,953,343 $33,420 

Data represent NAICS codes beginning with 313; Source: (NCESC, 2008) 

Table 123: NC Textile Product Mills: Employment, Location and Wages: 1990-2008 

Year Number of 
Units 

Annual Average 
Employment 

Annual Wages Paid Avg. Annual Wage Per 
Employee 

1990 387 24,707 $398,230,816 $16,118 
1991 383 23,419 $394,486,907 $16,845 
1992 376 24,004 $423,315,643 $17,635 
1993 376 23,722 $439,760,686 $18,538 
1994 381 24,078 $458,866,885 $19,058 
1995 399 23,334 $459,660,982 $19,699 
1996 393 23,104 $462,761,937 $20,030 
1997 394 22,358 $480,396,499 $21,487 
1998 391 22,343 $508,198,927 $22,745 
1999 382 21,109 $501,650,213 $23,765 
2000 372 19,996 $488,301,110 $24,420 
2001 362 17,051 $431,535,570 $25,309 
2002 358 16,382 $421,164,056 $25,709 
2003 347 14,784 $394,824,965 $26,706 
2004 330 13,689 $369,631,769 $27,002 
2005 328 12,114 $349,845,803 $28,879 
2006 320 10,126 $303,413,989 $29,964 
2007 340 9,665 $291,797,287 $30,191 
2008 333 8,975 $278,268,966 $31,005 

Data represent NAICS codes beginning with 314; Source: (NCESC, 2008) 
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Table 124: NC Apparel Manufacturing Employment, Locations and Wages: 1990-2008 

Year No of 
Units 

Annual Avg. 
Employment 

Annual Wages Paid Avg. Annual Wage Per 
Employee 

1990 978 95,862 $1,263,634,069 $13,182 
1991 945 90,891 $1,330,275,384 $14,636 
1992 938 92,818 $1,509,085,752 $16,259 
1993 920 90,043 $1,480,869,025 $16,446 
1994 898 85,493 $1,454,498,965 $17,013 
1995 880 79,717 $1,408,535,173 $17,669 
1996 809 69,020 $1,293,656,207 $18,743 
1997 756 63,935 $1,272,412,790 $19,902 
1998 699 57,950 $1,214,488,737 $20,958 
1999 662 51,478 $1,131,426,316 $21,979 
2000 623 46,956 $1,103,597,704 $23,503 
2001 593 40,073 $981,518,703 $24,493 
2002 520 34,030 $913,746,678 $26,851 
2003 472 30,040 $856,848,001 $28,524 
2004 426 26,752 $807,041,030 $30,168 
2005 387 24,194 $763,749,249 $31,568 
2006 364 20,996 $738,598,089 $35,178 
2007 306 17,085 $591,454,395 $34,618 
2008 280 14,443 $508,511,556 $35,208 

Data represent NAICS codes beginning with 315; Source: (NCESC, 2008) 
 

Table 125: Textile and Apparel (T&A) Percentage of Total NC Employment: 1990-2008 

Year 313 314 315 Total Total % 
Change 

State Total 
Non-Gov  

T&A % 
Total 

1990 165,434 24,707 95,862 286,003  2,602,111 11.0% 
1991 158,740 23,419 90,891 273,050 -4.7% 2,548,970 10.7% 
1992 155,666 24,004 92,818 272,488 -0.2% 2,601,803 10.5% 
1993 153,976 23,722 90,043 267,741 -1.8% 2,697,780 9.9% 
1994 153,504 24,078 85,493 263,075 -1.8% 2,803,541 9.4% 
1995 149,653 23,334 79,717 252,704 -4.1% 2,894,009 8.7% 
1996 140,703 23,104 69,020 232,827 -8.5% 2,969,009 7.8% 
1997 133,785 22,358 63,935 220,078 -5.8% 3,062,883 7.2% 
1998 128,093 22,343 57,950 208,386 -5.6% 3,129,239 6.7% 
1999 116,994 21,109 51,478 189,581 -9.9% 3,205,978 5.9% 
2000 108,624 19,996 46,956 175,576 -8.0% 3,267,957 5.4% 
2001 92,710 17,051 40,073 149,834 -17.2% 3,214,436 4.7% 
2002 80,895 16,382 34,030 131,307 -14.1% 3,135,050 4.2% 
2003 71,309 14,784 30,040 116,133 -13.1% 3,095,167 3.8% 
2004 61,890 13,689 26,752 102,331 -13.5% 3,141,415 3.3% 
2005 55,709 12,114 24,194 92,017 -11.2% 3,209,315 2.9% 
2006 49,110 10,126 20,996 80,232 -14.7% 3,296,429 2.4% 
2007 42,806 9,665 17,085 69,556 -15.3% 3,390,888 2.1% 
2008 38,120 8,975 14,443 61,538 -13.0% 3,361,008 1.8% 

Source: (NCESC, 2008) 
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Appendix: North Carolina Headquarters and Single Locations 

 

 
Figure 41: NC Textile and Apparel Headquarters Locations by Supply Chain: 2008 

Data Source: (D&B Selectory, 2008); Created by Author; Frederick, S. 
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Figure 42: NC Textile and Apparel Single Locations by Supply Chain: 2008 

Data Source: (D&B Selectory, 2008); Created by Author; Frederick, S. 
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 Table 126: Apparel and Home-Furnishings-Specific Supporting Environment 

Trade and Professional 
Organizations 

Education, Testing, and 
Training 

 NGOs and Standards or 
Business Services 

Apparel-Specific 
AAFA [TC]2 FLA 
AAPN HCTAR BSR 
AFA HTC NPD 
IAF Jacquard Center  
ITAA   
ISAM   
OIA   
NAUMD   
NCRMA   
NRF    
SEAMS   
SPESA   
STA   
TAMM   
THA   
TRSA   
TSA   

Home Furnishings-Specific 
ACT [TC]2  CARE 
AFA CRI CRI 
AHFA Jacquard Center  
ALM   
BIFMA   
CRI   
ISPA   
NCRMA   
NHFA   
SEAMS   
Specialty Sleep Association   
SPESA   
STA   
TAMM   
TRSA   
TSA   
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Appendix: Examples of Firm Upgrading 

Inputs: Fiber: Basofil 

 Basofil, developed in the 1980’s, is a heat and flame resistant fiber used in a variety of applications. 
Manufactured and used by two sister companies, Basofil Fibers, LLC and Basofil Solutions. The companies 
have taken the traditional and technical textile markets and intertwined the two, resulting in products that are set 
apart from the rest of the market. 
 
 The following is a brief history of Basofil’s development. In the early 1980, development of a new 
fiber, Basofil, began in the labs of BASF. Once development was completed, fiber production took place in 
Germany until 1996. In 1996, production plant was installed in North Carolina (Company, 2007). In 2002, 
BASF sold the fiber business to form Basofil Fibers, LLC. By 2007, Basofil Solutions was formed as a sister 
company to develop and manufacture products for the home and interiors industry (Company, 2007). 
 
Fiber Properties 

The Basofil fiber is based on patented melamine technology. Some properties of this fiber are typical 
of melamine materials including heat stability, low flammability, high wear performance, solvent resistance, 
and UV resistance. Basofil also has additional properties that set it apart: high Limiting Oxygen Index (LOI), 
low thermal conductivity, excellent heat dimensional stability; it does not shrink, melt, or drip when exposed to 
flame (Properties, 2007). Use of Basofil enhances the performance of other technical fibers and has a low 
smoke and toxic gas evolution (Basofil Fiber Applications, 2008). There are no variations in the Basofil fiber 
itself; however, the fiber can be processed to form different fabrics. It can be used on standard textile machinery 
to produce woven, knit, or nonwoven fabrics, as well as papers and other materials (Properties, 2007).  

 
Value-Adding Activities, Supply Chain, and Markets 
 Both companies participate in research and development, design, and production and position 
themselves favorably not only in the United States textile industry, but globally as well.  Although the two 
companies take part in the same value-adding activities, they each have individual and unique supply chains.  
 
 The supply chain of Basofil Fibers, LLC begins with the basic input of fiber, which is then used to 
produce yarn. The yarn is woven, knit, or bonded into fabric, and the fabric is developed into various textile 
products, and then the products are distributed and sold. In the industrial and construction markets, Basofil 
fibers are used in the production of filters for the asphalt, cement, foundry, and steel industries and in 
aluminized fabrics (Filtration, 2007; Other Markets, 2007). In the transportation market, Basofil fibers are used 
in aircraft seating, brake pads and blocks, and insulation materials (Aircraft Fireblocker, 2007; Other Markets, 
2007). For protection, fibers are used for fire protection in final products including hoods, gloves, straps, and 
fire blankets; other protective products include industrial apparel, protective gloves, and safety blankets (Fire 
Service, 2007; Industrial Apparel, 2007). Examples of their customers include Carpenter Co., based out of 
Hicksville, NY, produces Firestop, a “Basofil fiber-based, thermal-bonded, high-loft flame barrier blend of 
fibers that chars in place” (Flammability - Directory, 2008). McKinnon Land, Charlotte, NC, and TexTech 
Industries, Hampton, VA, are two additional companies that use Basofil fibers to produce fabrics for a variety 
of applications (Flammability - Directory, 2008). 
 
 Basofil Solutions’ supply chain differs slightly from that of Basofil Fibers, LLC. Instead of supplying 
to a variety of textile markets, Basofil Solutions focuses on home furnishings. The home furnishings market was 
not originally part of the target market of Basofil; however, the market expanded as the profitability and 
usefulness of such a move became apparent. In the home furnishings market, fibers are used in traditional, final 
textile products including mattresses, upholstered furniture, and top of the bed products (Home Furnishings, 
2007). The fabrics are used to produce a variety of household products, such as zippered covers for mattresses, 
mattress roll goods, mattress pads and fitted sheets, and topper, pillow, and comfort barriers. Sewing thread is 
also produced from Basofil, and is used in mattresses (Products, 2008). All of the products produced by Basofil 
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Solutions are a part of the traditional textiles market, but offer the technical, fire-resistant quality as well. Once 
the products have been completed, they are sold to wholesalers, retailers, institutions, or the government.  
 
Product Upgrading and Platform Leadership: Performance Products from Technical Textiles 
 The use of Basofil fibers in home furnishings products provides a classic example of a performance 
textile application, products that combine function and practicality with comfort and aesthetics.  Basofil fibers 
are used over traditional fibers primarily for their functional capabilities in flame resistance, rather than the 
aesthetic or comfort features. However, Basofil fabrics can also be developed to have a soft feel and can be 
designed to ensure style; necessary properties in retail markets for home furnishings  (Home Furnishings, 2007). 
A great example can be seen in Alessandra yarn. The basic design of this yarn consists of a dual filament core, 
wrapped in a sheath made of a blend of Basofil fiber and other fibers. The wrapped sheath stabilizes the carbon 
char that forms with Basofil’s exposure to flame, while the filament core creates a foundation that prevents 
further penetration of flame (Technology, 2008). The combination of the characteristics of both parts of the yarn 
results in “excellent resistant to heat and flame” and the product “retains the quality comfort characteristics and 
aesthetics desired in mattresses and upholstered furniture” (Technology, 2008). 
 
Sources: 
Basofil Fibers, LLC. (2008) Basofil Fiber Applications [brochure]. 
Basofil Fibers, LLC. (2007). Basofil Heat and Flame Resistant Fiber [brochure]. 
Basofil Fibers (2007). Website Sections: Aircraft Fireblocker, Company, Filtration, Fire Service, Properties, 
Other Markets, Industrial Apparel, and Home Furnishings. Retrieved June 18, 2008. 
Basofil Solutions (2008). Website Sections: Products and Technology.. Retrieved June 18, 2008. 
Furniture Today. (2004). Flammability - Directory. Retrieved June 18, 2008. 
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Textile Components: Synthetic Yarn and Finishing: Unifi 

 Unifi, established in 1971, started as a privately held, polyester yarn manufacturer. Now, Unifi is a 
public enterprise, engaged in polyester and nylon yarn production selling the following synthetic yarn products: 

1) Raw material: partially oriented yarn (POY) made from small polymer beads that are melted and 
extruded through tiny holes to form a single fiber filament. 

2) Covering: a process that enhances a fabric’s characteristics, such as stretch and wrinkle resistance by 
“wrapping or air-entangling filament or spun yarn around a core yarn.” 

3) Package dyeing: uses state-of-the-art technologies to perfectly match color specifications. This 
component is especially important for markets that require exact color matching, such as home 
furnishings and automotive applications. 

4) Texturing: one of the most important components. By utilizing advanced technology, the filament can 
be textured to possess either the qualities of natural yarns or its own unique characteristics. 
Characteristics added by texturing include bulk, crimp, strength, and consistent dyeability. 

5) Twisting: is only utilized for applications such as sewing thread and apparel.  
6) Beaming: the placement of yarn on beams; only used if the product is to be further manufactured into 

knit and woven fabrics (Unifi, What We Do).  
 
Product Upgrading 

• 1970s: originally produced polyester yarns for leisure suits and dresses 
• 1980s: expanded their product offering to include nylon 
• 2000s: developed a fine yarn for seamless underwear; several other new yarns have been developed 

including odor-fighting, antimicrobial and hollow polyester fibers and yarns (Unifi, History). 
 
Process Upgrading: Unifi’s business strategy focuses on investing in cutting-edge equipment and technology.  

• 1971: began production with 32 English machines, top-of-the-line, high-technology equipment.  
• 1975: as competitors adopted similar technology, Unifi upgraded to new German equipment that was 

able to produce better yarn more efficiently (Unifi, History).   
• 1984: purchased a former Courtauld’s plant in Ireland, and spent approximately $50 million to 

transform the plant “into one of the most efficient and technologically advanced facilities of its kind in 
the world” (Unifi Inc., para. 16).  

• 1988: the equipment was upgraded again with the purchase of new Japanese texturing equipment 
• 1995: purchased nylon-texturing equipment from Glen Raven (Unifi, History). As new technology 

emerges, Unifi continues to enhance their processes and production methods.  
 
Chain Upgrading 

• Late 1990s: after almost thirty years of experience in process and product upgrading, Unifi used its 
expertise in factory automation, and entered into the service function by forming a subsidiary, Unifi 
Technology Group, LLC (Unifi, History) to apply skills to other firms and industries.  

 
Channel Upgrading: see Table and Figure below 

• 1971: the company’s yarns primarily served the apparel market.  
• 1980: Unifi began exporting products to Europe and China (Unifi, History) 
• 1980s: using competence gained by producing polyester yarns for apparel, Unifi entered the 

transportation market by developing polyester and nylon products for seat covers and vehicle interiors 
• 2000s: Unifi entered the medical market with the development of an odor-fighting antimicrobial yarn. 

Recently, Unifi has entered the protection and home furnishings markets (Unifi, History).  
 
Supplier Power: Platform Leadership 
 In the early 21st century, Unifi began to “embrace the art of branding” and formed their first marketing 
department. Unifi found a way to add value and enhance the consumer demand for its products through the 
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development and introduction of branded yarns that provide unique performance, comfort and aesthetic 
advantages. See the Table for a listing of Unifi’s brands and the image for markets (Unifi, About Us). 

 
Unifi’s North American Yarn Markets: Unifi Inc. (2004). About Us. Retrieved July 1, 2008.  

Table 127: Textile Markets Entered through Channel Upgrading 

Product Name Home  Apparel Sports  Industrial  Medical  Transportation Protection 
A.M.Y.               

AUGUSTA              
DACRON               
ECLYPSE           
INHIBIT           

MERANO           
MICROMATTIQUE             

MICROVISTA             
MYNX UV           

NOVVA            
REFLEXX               
REPREVE           
SATURA               

SATURA MAX          
SEDORA         

SORBTEK             
SULTRA             
TEXTRA               

Source: Unifi Inc. (2004). Products: End Use. Retrieved July 1, 2008 
 
Sources: 
Funding Universe (n.d.). Unifi Inc., History. Retrieved July 1, 2008.  
Unifi Inc. (2004). About Us. Retrieved July 1, 2008.  
Unifi Inc. (2004). Products: Brands. Retrieved July 1, 2008. 
Unifi Inc. (2004). Products: End Use. Retrieved July 1, 2008. 
Unifi Inc. (2004). What we do. Retrieved July 1, 2008. 
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Textile Components: Woven Fabric: Glen Raven 

 Glen Raven is a family-owned, private company, founded in 1880 with headquarters in Glen Raven, 
NC. In the beginning, it was a small cotton mill that manufactured products such as awnings (About Us, 2005; 
Mock, 2008). Today, Glen Raven is a manufacturer and marketer of high-performance and technical fabrics. 
Glen Raven has global locations and three operating divisions: Custom Fabrics, Technical Fabrics, and 
Logistics. This change has been possible due to two key pillars of the company: adaptability and innovation. 
Just within this decade, 50% of business was for the apparel market, now only 3% goes into the apparel market.  
Once a market is saturated, Glen Raven moves to a new market using the capabilities it has acquired over the 
last century in textile production.  
 
Product and Process Upgrading 

• 1880: initial product was cotton fabric used in filter cloth, harness denims, and awnings (Mock, 2008). 
• 1908: product focus shifted from cotton fabrics to using these fabrics to produce the first dyed awning, 

known as Zebra Stripes. The product was improved occasionally over the next fifty years.  
• 1934: introduced a silk-like rayon dress fabric 
• 1936: hosiery was originally knitted out of silk, however silk was replaced by rayon when the silk 

supply was frozen from the US during the World War. After the War, the preferred fiber used for 
hosiery changed again with the introduction of nylon (Mock, 2008). 

• 1952: product and process improvements for hosiery with installation of seamless hosiery machines.  
• 1960: Sunbrella was introduced, a 100% acrylic awning fabric known for its durability and design 

(Mock, 2008). Since then, several other awning fabrics have been developed, including Dickson 
solution-dyed acrylic, Firesist HUV, and Eradi-lite awning and sign fabric (Awning, 2005).  

 
Channel Upgrading 

• 1928: entered the apparel market by producing cotton-rayon blends for use in outerwear.  
• 1997: acquisition of France-based Dickson S.A; marks the introduction into the European market. 
• 2000s: shifted focus away from apparel to providing fabrics for the protective, transportation, medical, 

geotextiles, industrial and construction, sports and leisure, and home furnishings markets. 
• 2005: expansion of Glen Raven into China. 

 
Chain Upgrading 

• 1936: installed hosiery equipment and began hosiery manufacturing (Mock, 2008). 
• 1960s:  introduced a new subsidiary, Glen Raven Logistics. The logistics division originally provided 

the movement of raw materials and finished products between the Glen Raven plants, but it has 
evolved into a transportation system that has routes throughout the United States and Mexico for the 
company as well as competitor’s facilities (Glen Raven Logistics, 2005).  

• 2004: introduced Technical Fabrics subsidiary to create new distribution channels for Sunbrella fabric. 
 
Functional Upgrading 

• 1953: developed the pantyhose product 
• 1959: introduced the first two brands of pantyhose, Panti-Legs and Panti-Tights (Mock, 2008).  

 
Platform Leadership 

• 2000: began to consider itself more of a marketer than a manufacturer. Today the company focuses on 
developing both strong textile brands and accompanying products (McCurry, 2004, p. 11). 

 
Sources: 
Glen Raven Inc. (2005). About Us. Retrieved June 24, 2008. 
Glen Raven Inc. (2005). Awning. Retrieved June 24, 2008. 
McCurry, J.  (2004). Glen Raven's history proves the power of metamorphosis. Technical Textiles International. 
Mock, G. (2004). Glen Raven Inc. Retrieved June 25, 2008.  
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Final Textile Products: Apparel: Hanesbrands 

 Hanesbrands, Inc. is based in Winston-Salem, North Carolina and has over 50,000 employees in the 
United States and Europe with a concentration in the western hemisphere. Hanesbrands sells high volume 
apparel essentials such as T-shirts, bras, panties, men’s underwear, kids’ underwear, socks, hosiery, casual 
wear, and activewear (About Hanesbrands, 2008). Hanesbrands products are found in eight out of ten American 
households, making Hanesbrands the largest seller of apparel essentials in the United States (About 
Hanesbrands, 2008). The company owns and operates 200 outlet stores throughout the United States.  
 
Product and Process Upgrading 

• 1965: produced women’s and men’s hosiery, undershirts, briefs, sleepwear, and basic knitted shorts.  
• 1999: introduced Barely There seamless bras 
• 2000s: started closing Mexican and NC-based factories to promote efficiency and utilize lower-cost 

areas. 
• 2000: introduced Barely There seamless shape wear 
• 2002: introduced the Tagless Hanes t-shirt 
• 2002: introduced the Beefy Silver t-shirt, an improvement to the Hanes Beefy-T (Our Company: 

History/Timeline, 2008; Hanes Imagewear History, 2007). The Silver t-shirt is a softer, silkier 
alternative to the traditional t-shirt and is made from a blend of cotton and eucalyptus-derived rayon 
(Hanes Imagewear History, 2007).  

• 2004: introduced the Barely There tag-free bra collection (Barely There, 2008) 
• 2004: introduced the Stay-Clean system to repel or release stains (Hanes Imagewear History, 2007).  

 
Chain Upgrading 

• 1965: originally formed from two intimate apparel companies, Hanes Knitting (1902: two piece men’s 
underwear; expanded to undershirts, briefs, sleepwear, and knitted shorts) and Hanes Hosiery Mill 
(1901: men’s and women’s hosiery), who merged to form Hanes Corporation (Our Company: 
History/Timeline, 2008). 

• 1971: acquired Bali Brassiere, known today as Bali Intimates, a producer of women’s intimate apparel, 
bras, and panties, etc (Bali, 2008) 

• 1975: launched Hanes Beefy-T, a roomier, heavier-weight t-shirt developed specifically for screen-
printing purposes (Hanes Imagewear History, 2007). 

• 1979: merged with Consolidated Foods Corporation, known today as Sara Lee Corporation. 
Consolidated Foods originally focused on food packaging and processing, but entered into the bakery 
and retail food businesses, as well as the chemical manufacturing and apparel market (About Sara Lee: 
Our Timeline, 2008). Once acquired, Hanes was referred to as Sara Lee Branded Apparel. 

• 1984: launched a new product line, Just My Size brand, to fit the needs of plus-sized women for 
intimate apparel, active wear, and casual wear (Just My Size, 2008).   

• 1988: acquired Stedman Knit Shirt Co.; began production of circular knit shirts (Our Company: 
History/Timeline, 2008).  

• 1995: launched the Barely There brand, a line of seamless panties (Barely There, 2008)  
• 2005: acquired National Textiles; became a vertically integrated manufacturer 
• 2006: Sara Lee Branded Apparel division spun-off as Hanesbrands, Inc., a publicly traded company 

(About Sara Lee: Our Timeline, 2008). This was a strategic move planned by the management team to 
help the company better compete in the apparel industry as an independent company (Our Company: 
FAQ, 2008). 

 
Channel Upgrading 

• 1901: production for the apparel market traces back to the company’s roots  
• 1989: entered sports and leisure market with the acquisition an athletic wear firm, Champion. 



 

 

 336 

• 1999: acquired JE Morgan Knitting Mills, the manufacturer of Duofold, a high-tech base-layer for 
outdoor performance wear, as well as Outerbanks, a manufacturer of golf and sport shirts (Our 
Company: History/Timeline, 2008).  

• 2002: introduced Silver for Her within the Beefy-T line; a collection for the female market in the 
resort, retail, and corporate settings (Hanes Imagewear History, 2007). 

 
Functional Upgrading 

• 1972: introduced a new hosiery line, L’eggs and plastic eggs, a new form of hosiery packaging for 
retail distribution (Our Company: History/Timeline, 2008). Research was conducted to determine the 
optimal fiber content and production methods, while branding the product under the L’eggs name. 

• Branding: Hanesbrands owns the following brands: Hanes, Champion, Playtex, Bali, L’eggs, JMS, 
Hanes Hosiery, Barely There, Outer Banks, Duofold, and Wonderbra. 

 
Sources: 
Hanesbrands Inc. (2007). Hanes Imagewear History. Retrieved July 21, 2008. 
Hanesbrands Inc. (2008). About Hanesbrands. Retrieved July 21, 2008. 
Hanesbrands Inc. (2008). Bali. Retrieved July 21, 2008.  
Hanesbrands Inc. (2008). Barely There. Retrieved July 21, 2008. 
Hanesbrands Inc. (2008). Our Company: FAQ. Retrieved July 24, 2008. 
Hanesbrands Inc. (2008). Our Company: History/Timeline. Retrieved July 21, 2008. 
Sara Lee Corporation. (2008). About Sara Lee: Our Timeline. Retrieved July 24, 2008. 
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Final Textile Products: Bed and Bath Products: Springs Global 

 In April of 1887, fourteen men and two women of Fort Mill, South Carolina organized Fort Mills 
Manufacturing Company as a way of producing cotton cloth. At this time, merely a decade after the end of the 
Civil War, cotton manufacturing was relied on as a means of industrializing and revitalizing the South. In 
February 1888, Fort Mills Manufacturing Company produced the first yard of cotton. One of the key investors 
in Fort Mills, Leroy Springs, also established Lancaster Cotton Mills in 1895. Towards the end of the century, 
Leroy Springs acquired control of the Fort Mills plant, as well as several others. In 1931 his son, Elliot Springs, 
took over management of the mills, and in 1933, he consolidated the various mills into a single company, 
known as Spring Cotton Mills (Springs, Company History).  In 1982, Springs Cotton Mills changed its name to 
Springs Industries, Inc. In 2006, Springs merged with Coteminas of Brazil to form Springs Global. Today, 
Springs Global provides consumers with several lines of home furnishing products under the following brands: 
Wamsutta, Springmaid, Pure Brazil Cotton, Court of Versailles, Dundee, Springs Home, Wabasso, Artex, 
Santista, Fantasia, and Arco Iris (Our Brands, 2008). 
 
Product Upgrading 

• 1960-1970: products were improved by starting production of cotton and synthetic blended fabrics 
(Springs, Company History).  

• 1970: the company began working with designer Bill Blass. His involvement in the company can be 
seen as an occurrence of the company upgrading functionally to include design as a value-adding 
activity (Springs Global US, Inc., 2008).  

• 2008: research was conducted on environmentally friendly resources for bed and bath linens, as well as 
on antimicrobial protection. The accumulation of these research efforts is seen in the Wamsutta 
Natural Wonders collection of bedding, as well as the Sanitized technology used in the Hospitality 
Collection (Wamsutta Natural Wonders, 2006). Sanitized technology, a built-in deodorant function and 
odor inhibitor, is an improved line of bed and bath linens. This technology is used to bring “increased 
freshness and longer lasting hygiene to basic bedding, sheets, top of bed, and bath products used in 
hotel and motel room décor (Sanitized Technology, 2008).  

 
Process Upgrading 

• 1901: the Lancaster Mill in South Carolina was expanded, allowing for the purchase of new 
machinery. The Lancaster operations were expanded again in 1913 and 1914 as well.  

• 1930s: the facilities were modernized and expanded again. In 1931, Elliot Springs took over 
management, and he “bought used but useful machinery at bargain prices to upgrade operations” 
(Springs, Company History). 

• 1942-1945: during World War II, the company feared the intense production schedule for the military 
would wear out the machinery; so, every replacement part available at the time was bought and stored, 
which was helpful when normal operations resumed at the end of the war (Springs, Company History).  

• 1970s: Springs Global again modernized and expanded all of its facilities, and over the next 30 years, 
the high technology for spinning and weaving steadily improved (Springs, Company History).  

• 2006: (January) Springs Industries, Inc. merged with another home furnishings firm, Coteminas of 
Brazil. The merger “combined Coteminas’ low cost production with Springs’ reputation for quick 
turnaround and recognized brand names to create one of the world’s largest sheet and towel 
manufacturers (Springs Global US, Inc., 2008, para. 24).  

 
Functional Upgrading 

• 1945: at the end of the war, Springs Cotton Mills moved again into a more sophisticated product line, 
producing finished fabrics and consumer products, such as sheets and pillowcases. Furthermore, 
Spring Mills, Inc. opened in New York as the sales division of Spring Global (Springs, Company 
History). This marked Springs Global’s first functional upgrading with the acquisition of logistics.  

• 1945: introduced the Springmaid brand and launched a new advertising campaign. By both branding 
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the new product line and advertising the product, Springs Global entered the marketing value-adding 
function of the value chain (Springs, Company History).  

 
Channel Upgrading  

• 1887: Originally, Springs Global produced cotton cloth to be used in the apparel market.  
• 1942: World War II: the entire production capacity of Springs Global shifted to products for military 

primarily within the protection market and started producing uniforms, tents, gas masks, and gun 
covers (Springs, Company History). Through this shift, Springs Global also moved into a new 
distribution channel, switching from the retail channel to the institutional/ government distribution 
channel, with products being sold to the government and military (Springs, Company History).  

• 1945: after World War II the company began to reestablish itself with home furnishings products for 
the home furnishings market. The firm shifted into production of finished fabrics and consumer 
products, including sheets and pillowcases (Springs, Company History). This marked a shift back to 
the retail distribution channel.  

• 1971: purchased a small share of a Japanese textile plant and added Ultrasuede for automotives to their 
product line marking an entrance to the transportation market (Springs Global US, Inc., 2008). 

• 1970s: Springs Global upgraded into the industrial and construction markets with the acquisition of 
Clark-Schewel Fiberglass, a producer of industrial fabrics (Springs Industries, Inc. Company History).  

• 1998: Springs Global exited the industrial market 
• 1999: the company exited the apparel market. While Springs Global began as a producer of apparel 

and apparel fabrics, its product lines today consist solely of home furnishings. 
• 2008: entered the contract and institutional distribution channels with the Sanitized products by 

providing products to hotels and motels (Springs, Company History). 
 
Chain Upgrading  

• 1887: Springs Global began by producing cotton fabric.  
• 1945: at the close of World War II, Springs opened a bleaching plant, entering into the dyeing and 

finishing sub-sector of the value chain.  
• 1965: the company added carpet production to its product offering 
• 1968: the company added knit fabrics to its product offering  
• 1970s: acquired Clark-Schewel Fiberglass, industrial fabrics producer (Springs, Company History).  
• 1979: acquired Graber Industries, Inc., enhancing its home furnishings line to include blinds, shades, 

and window decorating products. Over the next 27 years, Springs Global further enhanced their home 
products through several acquisitions of textile companies, such as Wamsutta Home Furnishings, 
Dundee Mills, Dawson Home Fabrics, and Nanik Window Coverings (Springs, Company History). 

• 1988: added more dyeing and finishing capabilities with the purchase of the finishing operations of 
United Merchants and Manufacturers, Inc. in  (Springs, Company History).  

 
Sources: 
Hoovers. (2008). Springs Global US, Inc. In-depth company record. Retrieved July 29, 2008, from Lexis Nexis. 
Springs Industries. Company History. Retrieved July 28, 2008. 
Springs Global. (2006). Wamsutta Natural Wonders brings fashionable design to eco-friendly home collection. 
[Press Release]. Retrieved July 28, 2008. 
Springs Global. (2008). Our Brands. Retrieved July 28, 2008. 
Springs Global. (2008). Springs Global to offer Sanitized Technology in Hospitality Collection. [Press Release]. 
Retrieved July 28, 2008. 
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Table 128: Leading International Technical Textile Companies: 2008 

 Name Headquarters Location(s) 
1.  AW Hainsworth United Kingdom 
2.  AG Cilander Switzerland 
3.  Ahlstrom Corp Finland 
4.  Albany International USA-NY 
5.  Amann Group Germany 
6.  Andrew Industries: Southern Felt, Filterfab, Bondex USA- SC 
7.  Asahi Kasei Fibers Japan 
8.  Autoliv Sweden 
9.  Buckeye Technologies Inc USA-TN 
10.  Carcoustics International USA-MI 
11.  Dow Corning USA-MI 
12.  DSM Dyneema Netherlands 
13.  DuPont USA-DE 
14.  Eybl International Austria 
15.  Fezko Czech Republic 
16.  Fibertex Denmark 
17.  Fiberweb USA-TN 
18.  Filtrona Fibertec United Kingdom 
19.  Freudenberg Germany 
20.  Gamma Industrial Solutions Netherlands 
21.  Hexcel Corporation USA-CT 
22.  Hollingsworth and Vose USA-MA 
23.  HP Pelzer Germany; USA-MI 
24.  International Auto Components  USA-MI 
25.  Japan Vilene Japan 
26.  Johns Manville USA-CO 
27.  Lantal Textiles Switzerland 
28.  Lenzing Group Austria 
29.  Low and Bonar United Kingdom 
30.  Lydall Inc USA-CT 
31.  Owens Corning USA-OH 
32.  Pegas Nonwovens Czech Republic 
33.  Peratech United Kingdom 
34.  Performance Fibers (Global: Sun Capital Partners) USA-VA 
35.  Polymer Group Inc (PGI) USA-NC 
36.  Porcher Industries France 
37.  Propex USA-TN 
38.  Rieter Automotive Systems Germany; USA-MI 
39.  Sandler AG Germany 
40.  Schoeller Textil Switzerland 
41.  Sioen Industries Belgium 
42.  Tamfelt Finland 
43.  Technical Fiber Products United Kingdom 
44.  Teijin Japan 
45.  TenCate Netherlands; USA-GA 
46.  Toray Industries Japan 
47.  Toyobo Japan 
48.  WL Gore and Associates USA-DE  
49.  Winner Medical Group China 
50.  Xerium Technologies USA-NC 

Source: (Wilson, 2008) 
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Table 129: Smart Fabric and Intelligent Textile (SFIT) Companies 

Name Supply Chain  Country City and State 
Textronics Inc 1,2 Intermediate, 

Application 
United States Wilmington, DE 

Konarka 1 Base Technology United States Lowell, MA 
Oryon Technologies 1 Base Technology United States Addison, TX 
Santa Fe Science and Technology 1 Base Technology United States Santa Fe, NM 
Eeonyx 1 Base Technology United States Pinole, CA 
International Fashion Machines (IFM) 1 Intermediate United States Seattle, WA 
Polartec (former Malden Mills) 1 Intermediate United States Lawrence, MA 
Milliken 1 Intermediate United States Spartanburg, SC 
Ardica Technologies Inc 1 Intermediate United States San Francisco, CA 
Outlast Technologies 1 Intermediate United States Boulder, CO 
Kennedy and Violich Architecture 1 Application United States Boston, MA 
Vivometrics Inc 1 Application United States Ventura, CA 
Sensatex 1 Application United States Bethesda, MD 
Photonic Textiles/Philips 1 Intermediate  United States  
Burton and Apple: Burton Amp 1 Application United States  
Rosner Multimedia 1 Application United States  
North Face (Vf Corp): MET5 Jacket 1 Application United States  
WL Gore: Goretex 2  United States  
Nanohorizons 2    
Noble Fiber Technologies: X-Static 2 Base Technology   
Intelligent Polymer Research Institute: 
Smart Bra 1 

Application Australia University of 
Wollongong 

Austriamicrosystems 1 Base Technology Austria  
Bekaert 1 Base Technology Germany  
Future-Shape 1 Intermediate Germany  
WET Automotive Systems 1 Application Germany  
Grado Zero Espace and Hugo Boss 1 Application Italy and Germany  
Luminex 1 Intermediate Italy  
D’Appolonia 1 Application Italy  
Schoeller Textil 2  Switzerland  
CuteCircuit 1 Intermediate United Kingdom  
Gorix 1 Intermediate United Kingdom  
Intelligent Textiles 1 Intermediate United Kingdom  
MicroEmissive Displays 1 Intermediate United Kingdom  
Auxetix 3  United Kingdom  
D30 Lab 3  United Kingdom  
Eleksen 1,3 Intermediate, 

Application 
United Kingdom  

QinetiQ 1 Application United Kingdom  
Engineered Fiber Structures 3  United Kingdom  
EXO^2 3  United Kingdom  
Fibretronic 1,3  United Kingdom  
Peratech/Softswitch 1,3 Intermediate United Kingdom  

1Source: (Global markets for smart fabrics, 2008); 2Source: (Plunkett, 2007); 3Source: (Adams, 2007) 
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Table 130: U.S. Free Trade Agreements, Special Access, and Trade Preference Programs 

U.S. Free Trade Agreements 
Oman: 2008  
Peru: 2008 
CAFTA-DR: El Salvador, Honduras, Nicaragua, Guatemala, Dominican Republic, Costa Rica: 2006-2007  
Australia: 2004 
Bahrain: 2004 
Morocco: 2004 
Chile: 2003 
Singapore: 2003 
Jordan: 2002:  
Israel: 1985 (phased in process completed in 1995) 
NAFTA: Mexico: 1994 
NAFTA: Canada: 1994 
Signed agreements awaiting individual legislation to go into effect:  
Columbia: supported by US textile industry: under review 
Panama: supported by US textile industry: under review 
South Korea: opposed by the US textile industry: pending 

Special Access Programs 
807: HTS 9802.00.8068: (prior to 2002: 9802.00.8066 and 9802.00.8065): Articles assembled from any 
fabric cut in the U.S.: Articles assembled abroad and entered under a Special Access Program: included 
under both FTA and Trade Preference Programs depending on the country, but considered an FTA 

807: a commonly used term (formerly utilized by US Customs) to describe a category of apparel which 
has been assembled in an overseas country from fabric pieces cut in the USA from fabric formed in any 
country. The duty levied on apparel imported under 807 is based only on the value added to the goods 
overseas rather than the whole customs value of the goods. This outward processing arrangement 
benefits mainly countries, which are close to the USA—particularly those in the Caribbean Basin (see 
also 807A) (Glossary.2008). 

807A: Apparel assembled from U.S. formed and cut fabric:  
HTS: 9802.00.9000: Textile and apparel goods assembled in Mexico from U.S. formed and cut fabric: 
included under FTA 
HTS: 9802.8015: included under Trade Preference Programs for certain countries, but is classified as an 
FTA. Special Access Program: 1986 
807A: a commonly used term (formerly utilized by US Customs) to describe a category of apparel which 
has been assembled in an overseas country from fabric pieces cut and formed in the USA. The duty 
levied on apparel imported under 807A, a modification of 807, is based only on the value added to the 
goods overseas rather than the whole customs value of the goods. Also, goods imported under 807A are 
provided with almost unlimited access to the US market (Glossary.2008). 

807A+:  Apparel assembled from U.S. cut fabric from U.S. yarn: HTS 9802.00.8044: considered a trade 
preference programs 

 



 

 

 342 

Table 130 continued 

Trade Preference Programs 
Generalized System of Preferences (GSP): List of GSP countries from USITC. In general, the US does not 
provide GSP benefits to textiles and clothing (Adhikari & Weeratunge, 2007; Hayashi, 2007; USA-ITA, 
2009). Exceptions include: (Hayashi, 2007): some handicrafts and hand-loomed products; Pakistan: gloves, 
mittens, and mitts for sports use. 
New Partnership for Development Act (NPDA): going through Congress and would allow duty-free access 
for U.S. clothes from the world’s poorest countries such as Cambodia and Bangladesh that use local or 
imported raw materials. Several democrats oppose this Act (Barrie & Ayling, 2009). There is a Bill in 
congress that could extend GSP benefits to the 14 LDCs. 
African Growth and Opportunity Act (AGOA): provides duty-free and quota-free treatment for eligible 
apparel articles made in qualifying sub-Saharan African countries through 2015. Downsides of agreement 
(International News Services, 2008). The Africa Investment Incentive Act of 2006 (signed by President Bush 
on December 20, 2006) amends the textile and apparel portions of the African Growth and Opportunity Act 
(AGOA) and is referred to as "AGOA IV". AGOA IV provides duty-free and quota-free treatment for 
eligible apparel articles made in qualifying sub-Saharan African countries through 2015. In order for 
countries to be eligible for apparel benefits, they must have in place an effective visa system to prevent 
illegal trans-shipment and use of counterfeit documentation, as well as effective enforcement and verification 
procedures. Sources: AGOA.GOV and ITA: OTEXA. The following countries are not eligible for the apparel 
provision: Angola, Burundi, Comoros, Congo (ROC), Congo (DROC), Djibouti, Gabonese, Guinea, Guinea-
Bissau, Liberia, Mauritania, Sao Tome and Principe, Seychelles, and Togo. Chart available for download at 
OTEXA.gov or download here AGOA Trade Preference Eligibility. 
Andean Trade Preference Act (ATPDEA): was enacted in 1991 to combat drug production and trafficking 
in the Andean countries: Bolivia, Colombia, Ecuador and Peru. The program offers trade benefits to help 
these countries develop and strengthen legitimate industries. The Andean Trade Preference Act was 
expanded under the Trade Act of 2002, and is now called the Andean Trade Promotion and Drug Eradication 
Act (ATPDEA) It provides duty-free access to US markets for approximately 5,600 products. This Act 
provides duty-free access to most apparel, and virtually all footwear (Driscoll & Wang, 2009b). 
U.S.-Caribbean Basin Trade Partnership Act (CBTDA): the trade programs known collectively as the 
Caribbean Basin Initiative (CBI) is a vital element in U.S. economic relations with the Central American and 
the Caribbean countries. The CBI was developed to facilitate the economic development and export 
diversification of the Caribbean Basin economies Launched in 1983, the Caribbean Basin Economic 
Recovery Act (CBERA) was substantially expanded in 2000 through the CBTPA. CBTPA entered into force 
on October 1, 2000 and continues in effect until September 30, 2010. There are currently eighteen countries 
that benefit from the CBI program and, therefore, may potentially benefit from CBTPA through duty-free 
access to the US market for most goods. These countries are: Antigua and Barbuda, Aruba, Bahamas, 
Barbados, Belize, British Virgin Islands, Dominica, Grenada, Guyana, Haiti, Jamaica, Montserrat, 
Netherlands Antilles, Panama, St Kitts and Nevis, St Lucia, St Vincent and the Grenadines, Trinidad, Tobago 
Haitian Hemispheric Opportunity Through Partnership For Encouragement Act (HOPE) of 2006: In 
2008, provisions were added to the act to further simplify trade preference programs and encourage 
development. Benefits include: duty free status, lower labor costs, significantly reduced shipping times, will 
be in place for the next 10 years.  
Proposed Bills:  Philippines: 2009 proposed bill would allow duty-free entry of apparel made in the country 
provided it contains yarn and fabric made in the country or the United States. 

Sources: (U.S. International Trade Administration (U.S. ITA), 2010; International News Services, 2008) 
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Table 131: National Policies: Government Procurement, U.S. Subsidies, and Clean Energy 

Government and Military Procurement Legislation 
Berry Amendment: statutory requirement that restricts the Department of Defense (DOD) from using funds 
appropriated to DOD to procure food, clothing, fabric, fibers, yarn, or other made up textiles that are not grown, 
reprocessed, re-used, or produced in the United States. It has been in place for around 50 years (U.S. ITA, 2010). 
Kissell Amendment: any textile and apparel products purchased by the US Department of Homeland Security 
(DHS), Transportation Security Administration (TSA) and the Coast Guard must be made with 100% US 
content and (Morrissey, 2009) The annual budget for airport security uniforms is $150 per worker (just-
style.com, 2009a). Examples of products the DHS must purchase domestically if related to national security: 
clothing, tents, sleep systems, field packs, silk, synthetic, canvas, or wool manufactured articles, or any 
individual equipment of such fibers unless produced in the United States. 

Agricultural Subsidies 
Food, Conservation, and Energy Act of 2008: U.S. agricultural subsidies are regulated by a series of Farm 
Bills; the latest was in June 2008. Cotton and wool are the two fibers receiving subsidies with aid mainly aimed 
at helping producers of upland cotton, the most widely planted cotton species in the world. Schemes include: 
• Marketing loan program: establishes a loan rate for upland cotton at 52 cents per pound. If the price of 

cotton falls below this level, the government will cover the difference in the form of a loan, as long as the 
farmer pledges production as collateral. 

• Direct payments regardless of market conditions:  calculated according to a farm’s historical production 
level, rather than on a given year’s crop. The President wants to phase out direct payments to farmers with 
sales over US $500,000 a year and enact a subsidy ceiling of $250,000 a year per farm as part of the 
Administration’s 2010 budget proposal.  

• Price-related countercyclical payments: intended to replace unplanned market loss assistance programs. The 
payments are based on historical acreage dedicated to crops that are eligible for farm program benefits. 
They are made when the upland cotton target price minus the upland cotton direct payment rate is above the 
higher of the loan rate or the season-average farm price. 

• Federal crop insurance program: cotton producers can guard against extreme weather, insect or weed blight 
that would result in crop or revenue loss. The federal government pays for almost three-quarters of the 
premiums for these schemes (International News Services, 2009a). 

• Economic Adjustment Assistance (EEA) Program: authorized by the Farm Bill 2008, allows the USDA 
to provide assistance to U.S. textile manufacturers that invest an equivalent amount of funds in capital 
improvements to their operations. Payments under the program are based on the amount of cotton (domestic 
or foreign) consumed by the textile manufacturer after August 1, 2008. 

• Cotton Research and Promotion Act: enacted on November 19, 2008, USDA’s Agricultural Marketing 
Services (AMS) increased the “cotton fee” for U.S. imports of cotton and cotton-containing products that 
are used to fund the Cotton Research and Promotion Program. 

Agriculture, Rural Development, Food, and Drug Administration, and Related Agencies Appropriations 
Act 2001: Byrd Amendment. President Bush repealed on February 2006, but remained in effect until Oct. 1, 
2007. Eleven countries claimed it violated the WTO agreements on Antidumping and Subsidies and 
Countervailing Measures and were allowed to institute retaliatory measures based on a formula determined in 
an earlier WTO arbitration. The EU is the only country that imposed tariffs (15%) on apparel or textile products  

Clean Energy Legislation: Cap and Trade: is an environmental policy tool that delivers results with a 
mandatory cap on emissions while providing sources flexibility in how they comply. 

American Clean Energy and Security Act of 2009 to create clean energy jobs, achieve energy independence, 
reduce global warming pollution, and transition to a clean energy economy.  
2010 United States Federal Budget: proposes to support the development of clean energy with a 10-year 
investment of $15 billion per year, generated from the sale of greenhouse gas (GHG) emissions credits. Under 
the proposed cap and trade program, all GHG emissions credits would be auctioned off, generating an estimated 
$787,7 billion in additional revenue in FY2012, steadily increasing to $83 billion by FY2019. 
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Appendix: Apparel and Home Furnishings Buyers 

 

Table 132: Freedonia and DM: Apparel Market: Leading Manufacturers: 2007-2008 

Firm Leading Mfg. or 
Important Supplier 

(2007 and 2008) 

U.S. and Global 
Womenswear 
Leader (2008) 

U.S. Menswear 
Leader (2008) 

Global 
Menswear 

Leader (2008) 
VF Corporation X (Leading)  X X X 
Levi Strauss X (Leading)  X X X 
Hanesbrands X (Leading) X   
Phillips-Van Heusen  X X  
Liz Claiborne X (Important)    
Jones Apparel Group X (Important)    
Onward Kashiyama     X 

Sources: (Freedonia, 2008a; Freedonia, 2009a); same firms for both years; Datamonitor: Leading Global and 
U.S. Womenswear Firms (Datamonitor, 2008d; Datamonitor, 2008g) and Menswear: US (Datamonitor, 2008e); 
Global: (Datamonitor, 2008b) 

 

Table 133: IBIS: U.S. Women, Children and Infant and Men and Boys’ Apparel Wholesale: 2008 

Company Women’s Market Share Men’s Market Share 
LVMH Moet Hennessy Louis Vuitton SA 2.6%  
Polo Ralph Lauren Corporation 2.0% 4.0% 
Kellwood Company 1.1%  
Jones Apparel Group, Inc. 1.0%  
Liz Claiborne, Inc. 1.0%  
VF Corporation  5.2% 
Levi Strauss and Co  3.6% 
Phillips-Van Heusen Corporation  2.3% 
Perry Ellis International, Inc.   1.8% 
Top 5 players industry revenue share 8.0% 17.0% 
Source: Men (IBISWorld, 2008f): Date: Dec. 2008; Women’s (IBISWorld, 2009p): Date: April 2009 

 

Table 134: Freedonia: U.S. Market Leading Suppliers of Athletic Apparel: 2007 

Apparel Supplier Leading Supplier or Other Major Player 
Nike Leading Supplier 
Adidas Leading Supplier 
Russell Leading Supplier 
Danskin Major Player 
Fila USA Major Player 
Hanesbrands Major Player 
PUMA (France) Major Player 
Under Armour Major Player 
VF Corp Major Player 

Source: (Freedonia, 2008b) 
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Table 135: Apparel Magazine: Leading Public Apparel Companies: 2005-2008 Rankings 

Company 2008 Rank 2007 Rank 2006 Rank 2005 Rank 
True Religion 1 1 N NR 
The Buckle  2 N  NR NR 
lululemon athletica  3 5 N NR 
Urban Outfitters 4 8 8 5 
Guess? 5 6 4 25 
Nike  6 10 10 10 
Gymboree 7 12 15 37 
bebe Stores 8 4 2 2 
Cintas Corp. 9 11 6 8 
Jos. A. Bank Clothiers 10 15 14 14 
Polo Ralph Lauren 11 14 9 11 
Delia’s 12 B 47 B 
Aeropostale 13 17 16 19 
VF 14 16 13 12 
Abercrombie and Fitch 15 3 3 4 
Columbia Sportswear  16 7 7 6 
Gap 17 26 36 20 
Volcom  18 N NR NR 
American Eagle Outfitters 19 2 1 3 
Maidenform Brands  20 18 N NR 
UniFirst  21 29 38 30 
Under Armour 22 13 12 18 
Levi Strauss 23 9 30 45 
Dressbarn 24 22 28 33 
Wet Seal 25 37 B  
The Children’s Place  26 33 B  
Carter’s 27 B 23 40 
Nordstrom 28 19 N NR 
Zumiez  29 25 N NR 
Cato 30 36 29 32 
J. Crew  31 50 21 B 
Phillips-Van Heusen 32 21 17 29 
Citi Trends 33 41 N NR 
Timberland 34 44 20 7 
Hanesbrands  35 43 19 N 
Men’s Wearhouse 36 24 N NR 
Hot Topic 37 45 48 48 
American Apparel 38 N NR NR 
Limited Brands 39 23 25 17 
The Warnaco Group 40 34 44 47 
Charlotte Russe 41 30 41 B 
Superior Uniform Group 42 46 49 B 
Hampshire Group 43 B   
Delta Apparel 44 47 31 38 
Destination Maternity 45 B   
Chico’s FAS 46 28 5 1 
Perry Ellis International 47 40 44 49 
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Table 135 Continued 
Tween Brands 48 27 18 15 
New York and Company 49 B 40 34 
G-III Apparel Group 50 38 B  
Jones Apparel Group B 20 B  
Cache B 31 43 36 
Oxford Industries B 32 24 44 
Ann Taylor Stores B 35 27 41 
Rafaella Apparel Group B 39 N NR 
Christopher and Banks B 42 26 26 
Kenneth Cole Productions B 48 35 16 
Tarrant Apparel Group B 49 B  
Pacific Sunwear of California Inc. B B 45 9 
Deb Shops B B 22 13 
Cutter and Buck B B 37 22 
Liz Claiborne B B 34 23 
United Retail Group B B 46 24 
Quicksilver Inc. B B 39 27 
Coldwater Creek Inc. B B 33 28 
Charming Shoppes Inc. B B 42 46 
Casual Male Retail Group B B 11 B 
Kellwood Co. B B 50 B 
Wacoal Corp. B B 32 N 

Apparel Magazine ranks U.S. public apparel companies with $100M+ in annual sales by profit margins for most 
recent fiscal year. Sources: 2006, 2007, 2008: (“Apparel’s top 50”, 2007; “Apparel's top 50”, 2008; “Apparel's 
top 50”, 2009) N: first year in top 50; B: ranked in previous year, but not that year; NR: not yet ranked 
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Table 136: U.S. Clothing Company Shares by Retail Value: 2004-2006 (EM) 

[Reported as % by retail value according to retail selling price (RSP)] 
 Company 2004 2005 2006 

1)  Gap Inc, The 5.7 5.4 5.0 
2)  Limited Brands, Inc 2.3 2.2 2.2 
3)  VF Corp 1.6 1.6 1.6 
4)  Liz Claiborne, Inc 1.5 1.4 1.4 
5)  Abercrombie and Fitch Co .9 1.1 1.3 
6)  Jones Apparel Group 1.4 1.4 1.2 
7)  AnnTaylor Stores Corp .8 .8 .9 
8)  Hanesbrands Inc 1.1 1.0 .9 
9)  Talbots Inc 0.6 0.6 .7 
10)  Charming Shoppes Inc 0.6 0.7 .7 
11)  Levi Strauss and Co 0.7 0.7 .6 
12)  Kellwood Co 0.7 0.6 .6 
13)  Chico’s FAS Inc 0.4 0.5 .6 
14)  Carter’s Inc 0.4 0.5 .6 
15)  The Children’s Place Retail Stores, Inc 0.4 0.5 .5 
16)  Polo Ralph Lauren Corp 0.4 0.5 .5 
17)  American Eagle Outfitters Inc 0.3 0.3 .4 
18)  Phillips-Van Heusen Corp 0.3 0.4 .4 
19)  Jockey International Inc 0.3 0.3 .3 
20)  Perry Ellis International Inc 0.2 0.2 .3 
21)  The Gymboree Corporation 0.2 0.2 .3 
22)  Fruit of the Loom Inc 0.2 0.2 .2 
23)  Jos A Bank Clothiers Inc 0.2 0.2 .2 
24)  Kayser-Roth Corp 0.3 0.2 .2 
25)  Brooks Bros Co 0.2 0.2 .2 
26)  Coach Inc 0.1 0.1 .2 
27)  Claire’s Stores Inc 0.2 0.2 .2 
28)  J Crew Group 0.1 0.1 .2 
29)  Gold Toe Brands Inc 0.2 0.1 .1 
30)  Warnaco Group Inc 0.1 0.1 .1 
31)  Renfro Corp 0.1 0.1 0.1 
32)  Private Label 21.7 21.7 21.6 
33)  Others  55.9 55.8 55.4 
 Total 100 100 100 

Source: (Euromonitor, 2007a) from trade associations, trade press, company research, trade interviews, 
estimates 
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Table 137: U.S. Clothing Brand Shares by % Retail Value based on Retail Selling Price: 2004-06 

Rank Brand Company 2004 2005 2006 
1 Old Navy Gap 2.6 2.5 2.4 
2 Gap Gap 2.2 2 1.8 
3 VF Corporation VF Corp 1.6 1.6 1.6 
4 Victoria's Secret Limited Brands Inc 1.4 1.4 1.5 
5 Liz Claiborne Liz Claiborne Inc 1.5 1.4 1.4 
6 Jones Jones Apparel Group 1.4 1.4 1.2 
7 Ann Taylor  Ann Taylor Stores Corp.   0.8 0.8 0.9 
8 Hanes  Hanesbrands Inc  1.1 1 0.9 
9 Banana Republic  Gap 0.9 0.8 0.9 
10 Abercrombie and Fitch  Abercrombie and Fitch Co  0.6 0.7 0.8 
11 Talbot's  Talbots Inc  0.6 0.6 0.7 
12 Express  Limited Brands Inc 0.7 0.6 0.6 
13 Hollister  Abercrombie and Fitch Co  0.2 0.4 0.5 
14 Polo Ralph Lauren  Polo Ralph Lauren Corp  0.4 0.5 0.5 
15 The Children's Place  The Children's Place Retail Stores 0.4 0.4 0.5 
16 Kellwood  Kellwood Co  0.6 0.5 0.5 
17 Chico's  Chico's FAS Inc  0.3 0.4 0.5 
18 Lane Bryant   Charming Shoppes Inc  0.4 0.4 0.4 
19 Carter's Carter's Inc  0.4 0.4 0.4 
20 American Eagle   American Eagle Outfitters Inc  0.3 0.3 0.4 
21 Levi's  Levi Strauss and Co 0.4 0.4 0.4 
22 Phillips-Van Heusen  Phillips-Van Heusen Corp  0.3 0.4 0.4 
23 Jockey Jockey International Inc 0.3 0.3 0.3 
24 Perry Ellis   Perry Ellis International Inc 0.2 0.2 0.3 
25 Gymboree  The Gymboree Corporation  0.2 0.2 0.3 
26 Fruit of the Loom  Fruit of the Loom Inc 0.2 0.2 0.2 
27 Jos. A Bank  Jos. A Bank Clothiers Inc 0.2 0.2 0.2 
28 Brooks Brothers  Brooks Bros Co 0.2 0.2 0.2 
29 Dockers Levi Strauss and Co 0.2 0.2 0.2 
30 Oshkosh  Carter's Inc  -  0.1 0.2 
31 Limited Stores  Limited Brands Inc  0.2 0.2 0.2 
32 Coach  Coach Inc 0.1 0.1 0.2 
33 Claire's  Claire's Stores Inc 0.2 0.2 0.2 
34 J Crew  J Crew Group  0.1 0.1 0.2 
35 Gerber  Kellwood Co 0.1 0.1 0.2 
36 Catherine’s  Charming Shoppes Inc 0.1 0.1 0.1 
37 Gold Toe  Gold Toe Brands Inc 0.2 0.1 0.1 
38 White House/Black Market Chico's FAS Inc  0.1 0.1 0.1 
39 Warnaco  Warnaco Group Inc  0.1 0.1 0.1 
40 No Nonsense  Kayser-Roth Corp  0.2 0.1 0.1 
41 Renfro    Renfro Corp 0.1 0.1 0.1 
42 Kayser-Roth   Kayser-Roth Corp 0.1 0.1 0.1 
 Private label Private Label 21.7 21.7 21.6 
 Others  56.1 56.0 55.7 
 Total  100 100 100 

Source:  (Euromonitor, 2007a) from trade associations, trade press, company research, trade interviews, 
estimates 
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Appendix: Home Furnishings Buyers 

Table 138: U.S. Home Furnishings and Furniture Manufacturers and Retailers 

Industry IBIS Market Share Freedonia Designation  
Home Furnishings Stores: NAICS: 44229 Market Share (2008) Bed and Bath Retailers 

Bed Bath and Beyond, Inc.  19.9% Key Distributor 
Williams-Sonoma Inc. 10.0%  
Pier 1 Imports, Inc. 3.8%  

Top 3 players’ industry revenue 34.0%  
Ethan Allen Interiors 2.9% (est.) Important Manufacturer 
Walmart  Leading Retailer 
Target  Key Distributor 
Sears Holdings (Kmart)  Key Distributor 
JC Penney  Key Distributor 
 

Furniture Stores Market Share (2009)  
Rooms to Go 2.7%  
IKEA 2.6%  
Ethan Allen Imports, Inc.  1.1%  
Pier 1 Imports, Inc.  0.9%  
Levitz Furniture 0.8%  

Top 5 players’ industry revenue 9.0%  
 

Furniture Manufacturing Firms Market Share (2008) Furniture Manufacturers 
Ashley Furniture Industries, Inc 7.9% Leading 
Furniture Brands International, Inc. 6.6% Leading 
Herman Miller, Inc. 5.1%  
La-Z-Boy Incorporated 4.2% Leading 

Top 4 players’ industry revenue 24.0%  
Klaussner Furniture  Important Firm 
Sauder Woodworking  Important Firm 
Dorel Industries (Canada)   Important Firm 
Brown Jordan International  Important Firm 
Hooker Furniture  Important Firm 
Bernhardt Furniture  Important Firm 
Bassett Furniture Industries  Important Firm 
Stanley Furniture  Important Firm 
 

Mattress Manufacturers Market Share (2009) Sleep Products Producers 
Sealy Corporation 17.2% Leading 
Simmons Bedding Company 13.1% Leading 
Tempur-Pedic International Inc. 9.6%  
Spring Air Company 8.8%  

Top 4 players’ industry revenue 48.7%  
Serta  Leading 

Sources: Home Furnishings Stores (IBISWorld, 2009h); Furniture Stores (IBISWorld, 2009g); Furniture 
manufacturers (IBISWorld, 2008e); Mattress manufacturers (IBISWorld, 2009i) Bed and Bath Retailers 
(Freedonia, 2008c); Household Furniture (Freedonia, 2008f); Sleep products (Freedonia, 2008n): Sleep 
products: Mattresses, Foundations, and Ensembles 
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Table 139: Top U.S. Mass Merchandisers (Revenue) and U.S. Market Share 

[S&P: Values in U.S. Billions and IBIS Market Share] 
 2007 Rev. 2008 Rev. Department Shares Discount Shares  

Department Stores     
 Sears, Roebuck†  29.2 25.3 24.3%  
 Macy's  26.3 24.9 13.0%  
 J.C. Penney 19.9 18.5 9.7%  
 Kohl's  16.5 16.4 8.6%  
 Nordstrom  9.1 8.6   
 Dillard's  7.3 7   
 Saks  3.3 3   
Discount Stores     
 Wal-Mart†  272.3 302.6  71.8% 
 Target  63.4 64.9 33.9%  
 Kmart  18.6 16.2   
 Family Dollar Stores*  6.9 7.1   
 Big Lots  4.7 4.6   
 Dollar Tree Stores  4.2 4.6   
 99 Cents Only Stores*  1.2 1.3   
 Costco Wholesale Corp.    20.0% 
 Meijer, Inc.    4.0% 
 BJ’s Wholesale Club, Inc.    2.5% 
Top 5 industry revenue share   90.0%  
Top 4 industry revenue share    98% 
Source: (Asaeda, 2009a); S&P’s source: company reports; Department Shares: (IBISWorld, 2009e) Discount 
Shares (IBISWorld, 2009a): June 2009 
†: US operations; *: Since FY differs, data for 12 months ended in closest comparable quarter used 
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Appendix: Additional Primary Results 

 

Table 140: Geographic Market Channels: All Locations: Foreign Involvement: (N=51) 

Sector All 
Locations 

Total 
Exporting 

% Sector 
Exporting 

U.S. to Other 
Countries 

Foreign Location to 
Other Countries  

Inputs 9 8 89% 5 3 
Textiles 25 20 80% 19 2 
Final Products 17 10 59% 5 6 
Supplier Total 51 38 75% 30 11 

U.S. to other countries and foreign locations to other countries were mutually exclusive. 
 

Table 141: End-Use and Market Distribution Channels: Past and Present: All Locations  (N=51) 

Market Channel Past  Present Change Over Time 
End-Use Channel    
Home Furnishings 33 39 6 
Apparel 34 35 1 
Protection and Military 5 20 15 
Industrial 5 19 14 
Medical and Hygiene 5 18 13 
Sports and Leisure 9 16 7 
Transportation 3 10 7 
Construction 1 5 4 
Packaging 0 1 1 
Agriculture 1 1 0 
Environmental 0 1 1 
Average Per Firm 1.9 3.2 +1.3 

 
Distribution Channel    
Retail 44 44 0 
Government 8 21 13 
Other Institutional 11 20 9 
Industrial 9 15 6 
Contract: Office 9 13 4 
Hospitality 7 10 3 
Average Per Firm 1.7 2.4 + .7 

 

Table 142: Supplier Chain Upgrading: Sector and Form: All Locations (N=51) 

 Firm Type Sector Supply Chain Complementary 
Inputs 9 3 0 3 2 
Textiles 25 8 10 7 8 
Final Products 17 1 8 5 2 
Supplier Total 51 12 18 15 12 

Note: Total for all forms greater than 38 due to multiple upgrading by the same firm. 
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Figure 43: Interpretation of the North Carolina Textile Value Chain 

Source: Author; Frederick, S. based on research results 


