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Abstract

Apparel industry is the traditional pillar industry in China. The traditional
trade theory points out that the countries can enhance their domestic welfare if
they specialized in the world trade according to their comparative advantage.
After opening, due to our comparative advantage of large labour supply, we
have conquered the world market with low price and high quality apparel, the
surplus of apparel trade and the market share of China’s apparel have been
increasing steadily. But the apparel firms competing in world market are
relying mainly on primary labour factor; the added value of their product is
small and their position in international division is low. Therefore, it appears
the phenomena that the competitive welfare that they gained deviates from
what they should gain. Wh/at is more, the production cost of domestic firms is
increasing, the competition in export market is getting more and more fierce,
the anti-dumping accusation against China’s exporting apparel is common , our
apparel industry is in difficult position. The international industrial market
power is kind of pricing and profit sharing ability that the firms have when they
are competing in global market; so it is of great significance to analyze the
bottleneck that blocks the development of our apparel and find out the way to
break it.

In the eighties and ninties of 20" century, China’s apparel industry had
greatly developed with the lead of processing trade. Our study finds ours that
the international market power of China’s apparel industry is weak and exhibits
the tendency of decline. Owing to its low market power, the apparel firms are
locked in the manufactruing part of the global value chain, their international
competence is deteriorating, the welfare of the apparel is distorted, and the
dependent on primary factor is the key reason for its lack of market power. If

the apparel industry can develop and sstrengthen its market power, it can
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break the bottleneck, improve its position in global value chain and the welfare
of apparel will also be enhanced.

Of all the factors that construct the global value chain, research and
development (including designing), channel (including brand) etc. are the
advanced factor, they play the unsubstitutable role on the part of the high-
added value part of the global value chain and take the leading position of the
distribution of the profit. To develop the market power of the apparel
industry, we should discard the old thought of relying solely on the primary
labour factor, and pay more attention on the cultivating of advanced factor.
Based on these advanced factors, the domestic apparel firms can upgrade to the
high added-value part of the value chain, the welfare of apparel trade will be
improved too.

To upgrade to the high value-added part of the value chain, we should
treasure the designing skill in its upper stream. Contrasting to the R&D,
designing needs less investment, this is more accordance with the endowment
of the human capital of our apparel industry and its product structure.
Designing is the important element that influences the consumers’ needs and
satisfaction of the apparel. Intensifying the designing part is good for meeting
the consumers’ need as well as forming the advantage of differentiation.
Thereby, upgrading to the upper stream of the value chain can be one of the
ways to construct the market power of the apparel industry.

To construct the market power of apparel, it is not enough to rely only on
the improvement of the designing ability, we should rely on the channel
controlling of the down stream of the value chain. The preference of the
consumer is changing all the time, this calls for the strict timing requirement,
with the help of channel controlling, the firms can have the changing needs of
the market and adjust the parameters of design and research, accordingly, the
risk of design and research can be reduced. Brand contains the information of
product quality, reliability and the level of the after-sale service, the customers
are supposed to get better utility by purchasing the brand goods and they will
pay much for this. The lack of our own brand especially the known brand is
considered to be the weak point that impedes the development of the apparel
industry. The channel control with brand can help forming the brand loyalty of

customers and intensifying the control of channel. Thus, controlling the down
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stream with the building of the brand can be another way to construct the
market power of the apparel industry.

The ability” of designing and channel controlling constitutes the core
competence of the apparel firm. With the improving of the designing ability,
the firms can supply the market with new functional and new kinds of apparel,
this can help to satisfy the customers’ needs, the sales volume of apparel will
be enlarged too; channel control can enhance the efficiency of the R&D and
design activity and enlarge the sales, which is useful for the proportion of the
cost of R&D, and the firm’s competence will be promoted as well. If the
interaction between upper and down stream of the value chain is positive, the
construction of the market power will be more guaranteed, this can be a more
efficient way of the construction of the market power.

Securing and intensifying the advanced factor of design and channel consist
the two supporting pillar of the construction of the international industrial
market power of the apparel industry, this is not only the wise choice of
breaking the bottleneck of the apparel industry, it is but also helpful for the
sustainable development of it, furthermore, it is of great importance for the

transformation of the growth pattern of the trade.
7
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