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Abstract: Because of the structural changes caused by the internationalization of companies, increased globalization and intensification of competition on the markets, the textile and garment companies have to adjust their strategy in order to maintain their competitive advantage. An important method by which companies can create value and increase their competitive advantage is the distribution of their activities worldwide. In this way companies can benefit of favorable economical and political environments in countries all over the world. 
This article analyses the structural changes in the textile industry worldwide and the way in which textile companies react by improving the activities of the value chain on an international level. These changes are presented on the example of Romania, where major changes take place because of the integration in the European Union.
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1. INTRODUCTION 

The textile and clothing industry is characterized nowadays by substantial structural changes caused by the shift of production locations from developed countries in developing countries. The main reason for these changes is the search of the textile and garment companies for low cost manufacturing factories. This development is also determined by the increasing globalization and intensification of competition on the clothing markets. 

The creation of value in a company is not limited to the master country any more. In these conditions companies can create a transnational competitive advantage by an optimal allocation of value creation activities in different countries, which are coordinated by a central organizational system. The main purpose of this work is to show how textile companies build an optimal structure of their value chain to gain transnational competition advantages.

In Romania an important role for the changes in the last year has the extension of the European Union, which changes the economical and political situation in the integrated countries and consequently the situation in the textile and garment industry. 

2. THE LIFE CYCLE MODEL AND THE CHANGE PROCESS IN
 THE TEXTILE AND GARMENT INDUSTRY
The life cycle model describes the way changes take place in the textile and garment industry. This change can be mainly expressed in the shift of production units from developed industrial nations to more economical developing countries (Hermann, 1996, pg. 231). The main reason for this shift is the lower labor costs, but a more detailed analysis shows that there are also other reasons for this (Peck, Dicken, 1996, pg. 109-129). Also very important for the changes in the textile and garment industry are globalization and the change of the consumer behavior (Risch, 2000, pg. 23 f.). The liberalization of international markets, the economical and political integration in Europe and the transformation processes in Eastern Europe in the 90’s changed the legal framework which encouraged companies to distribute their activities worldwide (Zentes, Swoboda, 1998, pg. 3-24.). A second aspect which influences the changes in the structure of the textile and garment industry is the behavior of the consumer. The saturation of markets in the developed countries pushes companies to extend their activity also in new markets. This extension determines a change in the organization of the company (Schrenk, 2000, pg. 37.).    
	
	Phase
	Product type
	Product

innovation
	Technology
	Trade cha-racteristics
	Foreign trade

	1
	Self service 
	Simple materials and products 
	Small
	Manual technology
	Production only for own markets
	Small

	2
	Sub-contracted 
	Production for export; manual work
	Imitations 
	Simple basis-technology
	Lohnsystem 
	First exports 

	3
	Active export
	Higher quan-tity, quality and complexity; 
	Imitations 
	Good know-ledge of basis technology 
	Integration in the inter-national trade
	High foreign trade excedent 

	4
	Boom 
	Advanced products 
	Own product development 
	Automated processes 
	Full participa-tion at inter-national trade
	High foreign trade excedent 

	5
	Retreat
	Higher output  
	Higher R&D costs 
	High automated processes 
	Maximum of international trade
	foreign trade deficit


	6
	Finish
	Employees reduction; production shift 
	High R&D costs 
	High automated processes
	Intensifica-tion of competition 
	Import 




Fig. 1: The life cycle model in the textile and garment industry 

(Source: Based on: Risch, 2000, pg. 39 and Dicken, 2001, pg. 285.)
The changes and the development of the textile and the garment industry can be divided according to Toyne into six steps of development, depending on the direct investments, production movements, exports as well as the general development of textile complexes. This helps to describe better the degree of economic development of each country (Dicken, 2001, pg. 285 f.). These steps can be observed in fig. 1. 

The first stage in the model is „the self-service“, which are countries whose foreign trade activities are small. These are countries in the poorest regions of the world as for instance Africa. Countries, which are in the second step of development, are characterized by a small wage level and they work only as subcontractors for bigger companies from developed countries. In these countries the foreign trade gained more significance in relation to the first stage. In this way the textile and garment industry continues to develop in a certain country, up to the last step of development, in which the own production part is rather small, but they import products from developing countries (Dicken, 2001, pg. 285.). 

In the master country remains only the market preparation process, such as the management of the activities of value creation, the marketing, the development of new products and the design. In order to remain competitive a company combines the comparative advantages of all locations by distributing the activities all over the world. So each activity of the process is located in the countries, which have the best advantages for the company and which can create the best value for it. 
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Fig. 2: The shift in the textile and garment industry

Fig. 2. shows more detailed the movement process of the textile and the garment industry into the developing countries, initiated by the described influences. Foreign clothing manufacturers enter into developing countries, while they reduce the production in the developed countries. This means, the labor intensive clothing industry unfolds a suction effect on the more capital-intensive textile industry, which follows it and contributes for the setting up of its own textile and clothing industry in these countries. In the industrialized countries it comes at the same time to a deindustrialization and an increasing specialization on marketing activities. In spite of the model represented above, in practice there is no clear demarcation of the individual phases.

3. DISTRIBUTION AND ORGANISATION OF SUBSIDIARIES
 WORLDWIDE FOR THE CREATION OF VALUE IN A COMPANY

3.1. Dimensions of the international value chain for competitive advantage

On an international level, a company must not only try to improve each of the activity of the value chain, but it also has to distribute these activities in an optimum way, according to the situation of each country, so that it can achieve a high competitive advantage. In order to obtain competitive advantage a company has to have locations whit low production costs, locations with qualified personnel for research and development or design and last but not least locations which are close to the markets and to the customers. In order to achieve all these, the companies have not only to distribute their activities in the best locations but also to organize these activities in a best way.  

The three important dimensions for the companies who distribute their activities worldwide are: the configuration, the coordination and the transaction form. The configuration is responsible with the number and the size of the production locations and their distribution around the world. The company must decide whether it arranges the single activities concentrated at one place or if it distributes each activity in another country (Porter, 1989, pg. 27). The coordination dimension decides how the tasks have to be distributed and how the sole activities are linked (Meffert, Bolz, 1998, pg. 225). It also refers to the organization of the activities in a way that competitors shouldn’t imitate it. The dimension transaction form answers questions about the integration of an activity in the whole planning and implementation process of a company. It can decide of a full integration of a certain process or the alternative outsourcing forms (Porter, 1989, pg. 28).

A company can create value and create competitive advantage only through a good management of the configuration, coordination and transaction form of the activities of the value chain.        


3.2. Factory types and their optimal distribution for the creation of value in a company 

In order to optimize all activities of the value chain and locate them in the country with the best advantages, a company should have several types of factories, each of them serving best to one or two activities. A premise for this internationally distributed production process is the transferability of the activities. Ferdows describes a model in which he gives recommendations to the management for efficient and effective action in such production networks (Zentes, Swoboda, Morschett, 2004, pg. 440). In his model each factory type gets assigned its own strategic role in the production network, as Ferdows says: “I am convinced that the companies that treat their foreign plants as a source of competitive advantage are rewarded in the form of higher market share and greater profits” (Ferdows, 1997, pg. 73-88).


For the determination of the strategic role of the factories, two factors are relevant: the main reasons for direct investments on one hand and the extent of the technical activities, which is intended for these manufacturing plants on the other hand (Hermann, 1996, pg. 246). According to these dimensions, six types of factories can be differentiated. They are illustrated in fig.3.   
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Fig. 3: Generic types of international factories

(Source: Zentes, Swoboda, Morschett, 2004, S. 440)

Each of these factory types has certain characteristics, which are described briefly in the following. Offshore factories produce pieces for the end product, by using inexpensive input factors. These factories hardly contribute to innovations and the management, with a small decision power, usually implements the decisions of the mother company. Source factories have also favorable production costs. However the extent to resources and know-how is higher than in offshore factories. Serve factories are settled in market proximity and they supply special or regional markets. The management has more autonomy than in offshore factories. Contributor factories are characterized by the proximity to the market, for it is more than a market supplier. They have high developed technical equipment, which can be used for process improvement, product development and tests. Outpost factories are settled in regions with technologically experienced suppliers, competitors and customers and have the purpose to collect information for the benefit of the whole company. Lead factories have the highest degree on strategic meaning. The strategic core activities are determined by using technical information and resources. They have the highest degree in production development and technical equipment. (Ferdows, 1997, pg. 73-88). Ferdow adds a dynamic perspective to his model. The company strategy should be designed therefore from the beginning to be able to change the strategic role of the factories. (Hermann, 1996, pg. 246). The combination characteristic of the model expresses itself in the respective strategic role of each individual factory. 

4. CONCLUSIONS
In the changing environment of the textile and garment industry, each company has to have the ability and flexibility to adept its strategy to the changes of the environment. The life cycle model, the factory types from Ferdows, as well as the dimensions of international value creation should give a strategic orientation to companies which act in a dynamic environment with permanent structural changes such as the textile and garment industry. 

The Romanian textile and garment industry also passes a period of political and economical changes, determined by the integration in the European Union. For this reason textile and garment companies should be prepared to adept their strategy to the new situation and find new solutions for the creation of value and competitive advantage.    
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