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Abstract

The purpose of this study was to suggest future marketing strategy for Korean textile and apparel industry
so that they could find a way to maintain a major sourcing site in the global market place. This study identified
international buyers’ visiting purposes and the items they were most interested in sourcing from Korea
according to their firm types and home country regions. This study analyzed the survey results obtained from
international buyers who visited the international textile and apparel trade show in Seoul, Korea. The data was
analyzed using frequency and x’-test analysis. The results showed that there was a significant relationship
between buyers’ country regions and their interests. There was also a significant relationship between buyers’
firm types and their visiting purposes. The results indicated that decision making for what Korean industry
should focus their marketing efforts on should be different according to the buyers’ country regions and firm
types. This study was conducted to present an effective marketing strategy for how Korean textile and apparel
industries could survive in the competitive global marketplace.
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L. Introduction

During the last three decades, Korea has been a
major site for international buyers to source high
quality textile and apparel products at affordable
price. However, Korean textile and apparel industries
are now vulnerable to increased global competition.
Current environment is much more competitive
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because of China’s participation in WTO and because
of less developed countries(LDCs)’ rapid growth in
ability to produce products in terms of quality. In
addition, the Free Trade after 2005 changed textile
and apparel sourcing activities according to the for-
mation of Trading Bloc. Therefore, Korean textile
and apparel industries are now struggling to be an
outstanding site for global sourcing in the changing
environment. Restructuring themselves, they are try-
ing to find a way to survive in harsh competitions
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and to facilitate future growth and profitability. With-
out this effort, current trend, mostly shown in the
increase of sourcing in LDCs, is expected to continue
and finally let Korean textile and apparel industry to
fail in the future.

In order to gain recognition as one of the most
influential sourcing sites in the globe, Korean Feder-
ation of Textile Industries(KOFOTI) held the inter-
national textile and apparel trade show, Preview in
SEOUL 2001, from 11" to 13" of January 2001. This
show was a first large-scale trade show officially
supported by Korean Ministry of Commerce, Indus-
try and Energy(MOCIE) and Korea Trade-Invest-
ment Promotion Agency(KORTRA). The trade show
covered fibers, yarns, fabrics, trimmings, clothing,
and process capacities such as dying, bonding, and so
on and 450 exhibitors including companies from
China, Hong Kong, and India participated, compos-
ing 800 booths. The trade show attracted over 10,800
visitors and 1,639 trade buyers from 45 countries,
which indicated that Korea is still the most influential
sourcing site in the globe. By surveying international
buyers who visited this trade show, this study allow-
ed access to more reliable information about interna-
tional buyers’ sourcing activities toward Korean tex-
tile and apparel industries. This study is beneficial to
Korean textiles and apparel industry by suggesting
how to develop an effective marketing strategy and
which items to focus on in the future.

Since not many studies were conducted to examine
the activity of international buyers who were visiting
Korea for sourcing, the purpose of this study was to
suggest a future marketing strategy for Korean textile
and apparel industry, by analyzing data collected
from the international textile and apparel trade show
in Seoul. According to their firm types and home
countries’ regions, this study identified international
buyers’ visiting purposes and the items they were
most interested in sourcing from Korea.

II. Literature Review
1. Sourcing

Global sourcing, as a result of structural change in

-903 -

the textile and clothing sector in order to make the
globalization of business, has been largely overlook-
ed. However, since the 1980s, global sourcing by
firms has been a big issue in the leading journals of
purchasing and international business(Monczka &
Trent, 1991).

The types of globally purchased products have
changed over time. In case of U.S. firms, in the early
1980s, raw materials were the largest category of
imported products, with electric components and pet-
rochemicals ranking the second(Monczka & Giuni-
pero, 1984). Since the late 1980s, however, finished
goods have been the number one category followed
by machinery/equipment and electrical/electronic com-
ponents(Min & Galle, 1991).

The competitive pressure from markets and con-
sumers has forced many firms to improve the quality
of their products and to lower the cost. Therefore, in
order to succeed in the marketplace, companies are
required to find suppliers who can produce quality
products at a low cost. In this regard, many Asian
and Eastern European countries, with an abundance
of relatively cheap and reasonably skilled labor, offer
attractive sourcing opportunities. An estimated cost
savings from 10% up to 40% is known to have come
from global sourcing(Frear et al., 1992; Hintermeister,
1985).

The use of global sourcing is promoted by factors
such as pressure to reduce cost, increase manufactur-
ing flexibility, improve quality, improve product designs,
and shorten product development time(Birou & Fawc-
ett, 1993). Min and Galle(1991) identified that very
important factors for U.S. firms’"sourcing from abroad
were better quality, lower price, and unavailability of
items in domestic and that important factors were
more advanced technology abroad, willingness to
solve problems, more on-time delivery, negotiability,
and association with foreign subsidiary. Regarding
trends in global sourcing, Swamidass(1993) identified
5 trends; a) the decline of exchange rate determinism
of sourcing, b) New competitive environment caused
by excess worldwide capacity, ¢) innovations in and
restructuring of international trade infrastructure, and
d) Enhanced role of purchasing managers, and ¢)
trend toward global manufacturing.
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Related with textile and clothing industry, Ruth
and Kunz(1995) defined sourcing as the determina-
tion of the most cost-efficient vendor of materials
and/or production at a specified quality and service
level. Ruth & Kunz also pointed out that sourcing
decisions are based on product requirements, produc-
tion capabilities, lead time, and quality. Consistant
with Ruth & Kunz’s definition of sourcing, U.S. tex-
tile and apparel retailers and manufacturers have cre-
ated global sourcing over the last twenty years for the
purpose of minimizing unit labor costs(Abemathy et al.,
1999). Underhill(1998) also ad-dressed that EU and
U.S. firms, in the late 1980s, managed to maintain or
increase their market position through acceleration of
foreign sourcing from low-wage countries.

Birou and Fawcett(1993) found that, among 10 manu-
facturing industries including transportation equip-
ment, electronic/electric parts and equipment, metals,
non-electric machinery, rubber/plastics, chemicals,
and firms in the apparel and textile industry showed
the highest level of international purchasing activity,
spending almost 25% of their purchase dollars inter-
nationally. In spite of the textile and apparel firms’
great reliance on global sourcing compared to other
industries, only two studies(Cho-Che, 1997, Hathcote
& Nam, 1999) were conducted to clarify global sourc-
ing related to textile and clothing fields. Cho-Che
(1997) examined the benefits and challenges that
U.S. retail firms face in global sourcing and investi-
gated the type of organizational arrangements which
a retail firm adopts for global sourcing. Analyzing
secondary data such as labor costs, tariffs, product
quality, lead time, arid exchange rates in China, Tai-
wan, South Korea, and Mexico from 1974 to 1994,
Hathcote and Nam(1999) identified the advantages
of sourcing from the four countries for U. S. apparel
imports. Because there has been little studies to iden-
tify buyers’ global sourcing activities toward specific
countries, it is meaningful to identify buyers’ global
sourcing activities toward Korean textile and apparel
industries which have been an important sourcing
site during the last three decades. This study was
conducted to meet this need and suggest marketing
strategies for those who are doing business in Korean
textile and apparel industry.
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2. Korea as a Seurcing Site

So far, Korea is a major sourcing site to appeal its
reasonably priced and high-quality textile and apparel
products. According to the Korea Federation of Tex-
tile Industries(2002), Korean textile industry exports
occupied 5.2% of total world exports followed by
China, Italy, USA, and Germany. However, Korean
industry is now faced with the increase in competi-
tion due to the current environment: China’s Partici-
pation in WTO, LDCs’ rapid growth of textile and
apparel industry, and formation of trading blocs.
More importantly, formation of trading blocs acceler-
ated the change of new sourcing pattern which is to
benefit from a shorter delivery time to home market
by alliance, trade agreements, low tax and quota-free.
This is supported by the trade data of U.S., which is
Korea’s major export country. U.S. apparel imports
from Asian Big four(i.e., China, Hong Kong, Taiwan,
Korea) shared 39% of all apparel imports in 1964
and 51% of all apparel imports by 1988 in square-
meter equivalents. However, by 1996, the Big Four’s
share of imports had fallen to 26% and import from
Mexico and Caribbean nations replaced their share
(Abernathy et al., 1999). This suggests that Korean
textile and apparel industry needs to establish a long-
term plan to have a competitive edge in the global
market beyond its own trading bloc.

Accordingly, Korean industry should re-evaluate
its current status within the Asian marketplace by
comparing its status with other competitors. Korea
Federation of Textile Industries(2002) pointed out
that textile export of Korea has continued to decrease
resulting trade deficit, while the export of other
Asian countries such as China, Vietnam, and Indone-
sia, which had not been a significant sourcing site
earlier, increased dramatically each year due to their
relatively low labor cost compared to Korea. The
change in environment indicates that Korean textile
and apparel industries can not be competitive any-
more with its low pricing compared to emerging
Asian LDCs and should focus their efforts on other
aspects such as product quality, design, short lead
time, and services. <Table 1> shows the change of
export unit price and amount from 1995 to 2000,
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which supports above proposition. According to
Korea Federation of Textile Industries(2002), the
export unit price decreased, whereas the export
amount increased for the last 5 years. The export
units were 7.77/kg, 5.74/kg, and $5.21/kg in 1995,
1997, and 2000, respectively, and the export amounts
were 2,397, 3,255, and 3,591 in 1995, 1997, and
2000, respectively. This indicates that Korean textile
and apparel firms, in spite of selling the upward
movement of quantities over time, have earned low
profit due to the downward movement of prices. This
is also supported by Textile Intelligence(2002), which
pointed out that in 2001, U.S. imports of textiles and
clothing fell in terms of the value of imports from the
Asian big three(i.c., Hong Kong, South Korea, Tai-
wan) although imports from South Korea rose in
terms of volume. Therefore, Korean textile and apparel
industries should realize that the downward pricing is
not the only strategy to compete with Asian LDCs’
lower labor costs. This is supported by Park and
Chang’s(1995) study which found that importers vis-
iting Korea, who were more concerned with price
related factors in the past, are now turning more
towards non-price related factors. Korean exporters
must put more efforts on trying to attract importers by

Table 1. Export unit price and amount of Korean
textile and apparel export

Export 1995 1997 2000
Unit Price(US$/kg) 7.77 5.74 5.21
Amount(ton) 2,397 3,255 3,591

Note. Adapted from “International Status” by Korea Federation
of Textile Industries, 2002.

non price related factors such as increase in product
quality, short lead time, and quick delivery.

With high wages, Korean textile and apparel indu-
stries require that they should find new management
methods that will increase their competitiveness in
the global market. Thus, in this critical age of change,
as a part of effort to find new export strategies for the
textile and apparel industries, Korean textile and
apparel industries need to understand the specific
needs and desires of customers in the export market.
With this in mind, this study was conducted to iden-
tify competitiveness of Korean industries by analyz-
ing what countries and firms want from Korea as a
qualified sourcing site.

Regarding international buyers’ sourcing activities
in Korea, Park and Chang(1995) found that import-
ers’ priority of evaluative criteria varies according to
the importers’ firm types or product price. The
authors suggested that Korean exporters should
respond sensitively to the types of importers they do
business with. Thus, this study hypothesizes that
buyers’ interest items and visiting purposes differ
according to buyers’ firm types.

Due to the economic crisis in Asia, exports of
fiber, yarn, and fabric decreased in 1998 and 1999.
However, export of finished goods increased by
16.2% and 6.9% within the same time(Table 2).
Increase in the export of finished goods might be
caused by renowned buying offices in Korea, which
have customers mostly from North America and
West Europe. It is notable that, over the last 15 years,
increasing number of firms from developed countries
(DCs) has been settling buying offices in developing

Table 2. Exports of Korean textile and apparel

o 1997 1998 1999 2000
Amount Amount Growth(%) Amount Growth(%) Amount Growth(%)
Fiber 958 758 -20.9 733 33 859 172
Yarn 1,802 1,531 .15 1,401 -8.5 1,535 9.6
Fabric 10,823 9,065 -1.7 9,401 3.7 10,263 9.2
ini;ﬁisﬂl;dc%gf}gig 5,107 5,456 16.2 5,830 6.9 6,046 37
Total 18,690 16,810 -10.1 17,365 33 18,703 7.7

Note. Unit: US $ million. Adapted from “International Status” by the Korean Federation of Textile Industries, 2002.
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countries. Many international firms, especially retail-
ers, have reconstructed their organizations to adapt to
the need for the development of global sourcing
(McGoldrick & Liu, 1996). In this regard, Korea has
been one of the countries that provide full package
program, which is taking full responsibilities for
sourcing raw material, production capacity, and ship-
ping. Therefore, many affiliated or independent buy-
ing offices(e.g., Li & Fung, Mast, Macys, AMC) are
located in Korea and are important to buyers who are
interested in sourcing finished goods such as clothing
through full package program. From this perspective,
the buyers from North America, where major retail-
ers are located, might aim prirharily at sourcing fin-
ished good, apparel, or finding qualified suppliers,
whereas those from South America where producers
(most of them are newly-entrants into the global mar-
ket places) are located, might aim at being aware of
the latest trend in textile and apparel sectors. There-
fore, this study hypothesizes buyers’ interest items
and visiting purposes differ according to their coun-
try regions. Having useful information for arranging
formation of trading bloc, this study identified buy-
ers’ interests and visiting purposes according to their
country regions rather than according to specific
countries.

II1. Hypothesis

HI: There is a significant relationship between
buyers’ country regions and their interests.
There is a significant relationship between
buyers’ firm types and their interests.

There is a significant relationship between
buyers’ country regions and their visiting pur-
poses.

There is a significant relationship between

buyers’ firm types and their visiting purposes.

H2:

H3:

H4:

IV. Methods

This study analyzed data collected from distributed
questionnaire of 1,639 buyers from 45 countries who
attended the trade show, Preview in Seoul. In this
study, secondary data were also used. Previous annual
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data on Preview in Seoul were collected as secondary
data from the Korea Federation of Textile Indus-
tries(KOFOTT), which also can be accessed through the
Internet website. Surveys written in English were
distributed by KOFOTI to all the international buyers
who visited Preview in Seoul. According to their firm
types and home country regions, this study identified
international buyers’ visiting purposes and the items
they were most interested in sourcing from Korea.
Firm types, buyer’s visiting purpose and interest
items were all measured by using multiple choice
questionnaire. The data was analyzed using fre-
quency and Chi square. Some of the respondents did
not answer all the questions. Therefore, the numbers
in each table may vary.

V. Results and Discussion
1. Descriptive Analysis

The respondents were, in descending order, from
Japan(34.1%, n=557), China(13.8%, n=227), U.S.A
(10.4%, n=171), Hong Kong(6.5%, »=106), Taiwan
(3.6%, n=59), and so on <Table 3>. The results show-
ed that Asian buyers prefer to source closer to their
home market. The largest number of buyers from
East Asia such as Japan and China indicates that
Korean industry has a great business opportunity not
only in the U.S. market but also in the Asian market.
This result is different from how Korean industry has
regarded the U.S. as the only influential buyers and
focused marketing efforts on them. This result is con-
sistent with the current sourcing trend in the global
market, which is emerging importance of geographi-
cal proximity.

The firm type of 49.6% of buyers was trading
company/importer(n=708). Next largest was whole-
saler(21.1%, »=301), followed by buying office/agent
(14.8%, n=211) and retailer(6.4%, n=92)(Table 4). The
largest number of trading company/importer indi-
cates the importance of international intermediaries in
the Korean export market.

The visiting purpose of buyers was buying(57.0%,
n=226), market research(41.2%, n=163), and others
(1.8%, n=T), respectively(Table 5). This result indi-
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Table 3. Breakdown buyers according to their countries

Table 6. Breakdown buyers according to their interest

items
Country Buyers =
Number Percent Interest Item uyers
Japan 557 34.0 Number Percent
China 227 13.8 Fabric 299 29.3
US.A 171 10.4 Apparel 296 29.0
Hong Kong 106 6.5 Process Capacity 223 21.8
Taiwan 59 3.6 Yarn/Fiber 107 10.5
Thailand 44 2.7 Knit 90 8.8
Pakistan 44 2.7 Others 6 .6
Iran 38 23 Total 1,021 100
UK 19 1.2
Others 364 25.8 . .
Total 17639 100 2. Hypothesis Testing

Table 4. Breakdown buyers according to their firm

types
Buyers
Firm Type
Number Percent

Trading Company/Importer 708 49.6
Wholesaler 301 21.1
Buying Office/Agent 211 14.8

il i
RetaDzr;gl;?mS)tore/ ) 9 6.4
Others 116 8.1
Total 1,428 100

Table 5. Breakdown buyers according to their visiting

purposes
Visiting Purpose Buyers
Number Percent
Buying 226 57.0
Market Research 163 41.2
Others 7 1.8
Total 396 100

cates the importance of the Korean market as a
sourcing site in the global market.

The interest items were fabric(29.3%, #=299), ap-
parel(29.0%, #=296), process capacity(21.8%, n=223),
yarn/fabric(10.5%, #=107), knit(8.8%, #=90), and oth-
ers(.6%, n=6), respectively(Table 6). This shows that
Korean market has high competitiveness in textile and
apparel sectors and low competitiveness in yarn/fiber
and Knit sectors.
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HI: There is a significant relationship between
buyers’ country regions and their interests

The Chi-square results showed that there was a sig-
nificant relationship between buyers’ country regions
and interests[xz(IS, 1114)=30.86, p<.05]. The results
showed that buyers from North America were mostly
interested in apparel, whereas those from East Asia
were mostly interested in textile. The buyers from
South America and Middle East were mostly inter-
ested in both textile and apparel. The buyers from
North America, South America, and East Asia show-
ed the least interests in knit, whereas those from Middle
East showed the least interests in yarn/fiber(Table 7).
The results indicate that Korean export market needs to
apply different marketing effort according to interna-
tional buyers’ country regions.

H2: There is a significant relationship between
buyers’ firm types and their interests

Chi-square results showed that there was no signif-
icant relationship between buyers’ firm types and
interests[x2(20, 1428)=23.81](Table 8). Even though
there was no significant relationship, all firm types
showed the highest interest in fabric, apparel, and
process capacity, in descending order. Buying office,
trading company/importer, and wholesaler showed
the least interest in yarn/fiber, whereas others showed
the least interest in trimming. Retailers showed the
least interest in both yarn/fiber and trimming,
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Table 7. Cross tabulation of country region and interest

Interests
Country Region Yarn/Fiber (Naturzf/xst;fthe tic) Apparel Knit Trimming | Process Capacity Total
East Asia 70 201 169 64 89 164 757
North America 18 40 67 13 26 24 188
Middle East 5 24 24 8 14 19 94
South America 9 19 19 2 16 10 75
Total 93 284 279 87 145 217 1,114
Chi-square 30.86*
*p<.05
Table 8. Cross tabulation of firm type and interest
Interests
Firm Type Yarn/Fiber (NamrTaf/"s‘;‘stheﬁc) Apparel | Knit | Trimming g;;;szy Total
Trading Company/Importer 53 239 157 50 78 131 708
Wholesaler 14 102 85 20 30 50 301
Buying Office/Agent 9 65 48 16 25 48 211
Retailer (Chain Store/Department) 11 37 22 5 il 16 92
Others 15 32 25 10 14 20 116
Total 102 465 337 101 158 265 1,428
Chi-square 23.81

H3: There is a significant relationship between
buyers’ country regions and their visiting purposes

Chi-square results showed that there was no signif-
icant relationship between their countries’ regions
and visiting purposesfx’(3, 335)=1.90](Table 9). Even
though there was no significant relationship, it could
be inferred that visiting purposes of buyers from all
country regions were mostly buying, more than mar-

H4: There is a significant relationship between
buyers’ firm types and their visiting purposes

Chi-square results showed that there was a signifi-
cant relationship between their firm types and visit-
ing purpose[x2(4, 361)=12.62, p<.05](Table 10). The

Table 10. Cross tabulation of firm type and purpose

ket research. Purpose
Firm type . Market Total
Buying Research
Table 9. Cross tabulation of country region and purpose Trading Company/ 124 s 182
Purpose Importer
Country Region ) Market Wholesaler 52 29 81
Buying Research Total Buying Office/Agent 18 28 46
East Asia 130 83 213 Retailer(Chain Store/ 16 3 2%
North America 46 21 67 Department)
South America 20 11 31 Others 16 12 28
Middle East 17 7 24 Total 226 135 361
Total 213 122 335 Chi-square 12.62*
Chi-square 1.90 *p<05
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visiting purposes of buying offices/agents were mostly
market research, whereas those of trading companies/
importers, wholesalers, retailers, and others were mostly
buying. The results indicate that Korean export mar-
ket should focus marketing effort on attracting buy-
ing office/agent to visit Korea more for buying pur-
poses.

V1. Implications, Limitations and
Future Studies

The results indicated that decision making for what
Korean industry should focus their marketing efforts
on should be different according to their buyers’
country regions and firm types, and the results sug-
gested an effective marketing strategy for how Korean
textile and apparel industry could survive to be com-
petitive in the global marketplace.

First, from the results, it was found that the large
number of buyers from Asian countries are now
interested in Korea as a global sourcing site, so it
may be a time for Korean textile and apparel indus-
tries not only to look out for their growth in the U.S.
in the global world, but also to focus more on these
countries and find a new way to export. Therefore,
Korean market should keep up with the current sour-
cing trend, which is the growing importance of geo-
graphical proximity in sourcing due to quick response,
not only for the low cost. This would be particularly
important in order to prepare to cope with new situa-
tion, Free Trade since 2005, which led to the impor-
tance of market within its own trading bloc.

Second, fact that the least interested items sourcing
from Korea were yarn/fiber goes together with the
“International Status” analyzed by the Korean Feder-
ation of Textile Industries(2002), and this shows a
serious problem of Korean industry as producers of
yarn/fiber. There has been great decrease in export-
ing yarn/fiber since 1997 to 1999, and although there
has been a little increase in the year of 2000, it is
strongly believed that this growth is not going to last
long due to competitive market environment. There-
fore, it is clear that Korean industries should be more
alert about the decrease in exports and find a way to
survive or fall behind.
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Third, although there was no significant relation-
ship between firm types and interests, the result that
all firm types showed the highest interests in textiles
and apparel implies that the Korea export market still
has strength in textile and apparel sectors.

Fourth, the result that visiting purposes of buying
offices/agents were mostly market research, whereas
those of trading companies/importers, wholesalers,
retailers, and others were mostly buying, shows that
Korean textile and apparel industry should focus
more on attracting buying offices/agents to become
one of buyers by showing them merits which shows
that Korean industries can compete with other coun-
tries using more aggressive promotion activities.

The limitation of this study arises from the absence
of price range of interest items in questions. This
study analyzed the sourcing activities of buyers main-
ly by items, but it would give us more useful infor-
mation to improve the Korean export market if they
were analyzed considering the price aspects of buy-
ers’ sourcing activities in the future. Also, the reason
why percentage of each cell in cross tabulation tables
was not put was because the ideal frequency of each
cells were not measured. For the future study, it
would be helpful to design the survey questionnaire
to improve this problem. Another limitation would
be that only data from 335 and 361 buyers in table 9
and table 10 were presented. Since it is very small
comparing to data size(n=1639) collected for this
study, a great number gap arises as a limitation.
Future study should be conducted to reduce number
gap. In order to improve the return rate of the ques-
tionnaire, other data collection method such as inter-
views and reward system can be adapted.

This study suggests several future studies. The future
study could be done by comparing the Preview in
Seoul, by analyzing sourcing activities of buyers vis-
iting Korea according to the time difference. Another
future study could be done by analyzing each factors
used in this study according to LDCs and DCs and
compare the strength as well as weakness in order to
find specific ways to stay competent in the global
marketplace.
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