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Basic strategy for risk control on business
in small and medium-sized apparel industry

~ Countermeasure against fashion market changing rapidly ~
[Abstract]

The total sales of apparel product retail trade has depressed even to the level that falls
below 30 years ago due to the decrease in the entire amount of the consumer spending in
Japan.

As a result, the ratio of small and medium-sized apparel retailer's sales amount falls to
about 20% out of total apparel industry now. Moreover, the entry of foreign-affiliated SPA

comes one after another recently as an additional blow to domestic companies.

When an increase in the apparel product import is seen, an increasing tendency follows
oppositely.A company creates and designs the apparel product in Japan, manufactures it by
using low cost labor in an overseas production foothold, and reimports it again to Japan.

Such business model is already considerably widespread.

On the other hand, when qualitative changes in the market are seen, the following aspects
can be enumerated.

(1) The tendency of fashion to be invented from the consumer side becomes strong.

(2) The cycle of the fashion has shortened.

(3) The consumer has a certain demand standard toward product quality and price.

(4) The preference of consumers is diversified.

After understanding such background, we conducted a detailed research based on
interviews, and clarified how advanced apparel companies corresponds to important risks on
the business.

First of all, the following are executed as a countermeasure against the risk on the product
remaining unsold.

(1) Some advanced enterprises hire talented parsons in charge of the creation and the
design who has mindset close to the consumer, such as the person who belongs to the same
generation as the targeted group of the product or ones who has an experience of a sales clerk
at the forefront or a fashion magazine model.

(2) Some advanced enterprises hold special events for the publisher to feature their product on
fashion magazine articles to send out the information of the product more quickly and widely.

(3) To reduce the influence by the rapid changes of fashion as much as possible, some
advanced enterprises have dispersed the risk by locating their stores in two or more places

such as department stores and fashion buildings where customer's character differs.



At the stage of production, the following countermeasures are executed by such companies.
For instance, if low price is required, they consign the production to Chinese sewing factories.
If quick turn is required, the production is consigned to Japanese sewing factories. When
moderate quality and quick turn are required even with low price, the production is
consigned to South Korean sewing factories. Thus, they use both domestic and/or foreign
sewing factory properly to respond to the demands of quality, price, and delivery date.

Even if the expectation is wrong, in order to avoid carrying large stocks, they have reduced
the amount of the production of each item as much as possible. Moreover, they grasp the
daily selling situation and stock by using the POS(point of sales) system for the daily stock
control, and start disposing stocks based on its data. They have tacit or clear criteria to

decide the timing and the price of the stock disposal.

Many of the sewing process of the apparel product have already been outsourced to low-
cost sewing factories in the developing country. Under such circumstances, the works turned
to Japanese sewing factories includes ones that are not profitable through overseas
production and ones need quick delivery.

Therefore, the sewing factory in Japan concentrates on various needs, such as, small lot,
quick turn, and expansion of business area.Concretely, they introduce equipment that can
achieve high productivity according to information technology, and establish an efficient

system of production management by skilled worker.

Development and spread of today's information technology influences the risk control on
the business of the apparel company. For instance, it is said that there are more cancellation
and products sent back through online sales compared to over-the-counter sales. However, on
the other hand, it is also said that cancellation and product sent back have decreased because
it has become easier for consumers to dispose unnecessary goods by the recent spread of a net

auction.

The following two directions were observed as measures against market reduction caused
by the falling birthrate that would become even more serious in the future.

(1) Targeting customer from the generation who had not been targeted before.

(2) Expanding the sales area to include foreign countries including Asia.

For the latter looking for a credible partner in the development region is important.

(Yasuo UNAKAMI)*

* Research Institute, Japan Finance Corporation
1-8-2,0temachi,Chiyoda-ku,Tokyo,Japan
URL: http://www.jfc.go.jp/
Tel:81-(0)3-3270-6070, E-mail:unakami.y@c.jfc.go.jp
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