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Main Data Sources
 Table 1, Google Maps, Google Earth
— ReferenceUSA
e Value Chain data
— NCESC, Employment and Wages Series

Other Sources:
— NCESC, Announced Business Closings

— US Dept. of Commerce, International Trade
Administration, Trade Stats Express

— US Dept. of Agriculture, Census of Agriculture
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Revitalizing Traditional Industries:

Competitive Challenges for North
Carolina’s Textile & Furniture Industries



Revitalizing Traditional Industries

« Traditional, manufacturing-based industries in the United
States have been hit hard in recent years.

— From May 1996 to May 2006, the US lost nearly 3 million
manufacturing jobs (BLS, Current Employment Statistics Survey)

— Many point to globalization as the culprit, blaming changes in the
global economy for sending American jobs overseas.

e ...yetthisis NOT A COMPLETE PICTURE. Globalization
presents both opportunities and challenges for traditional
Industry.

* We will examine one traditional industry in which North
Carolina has been strong: textiles/apparel.



Number of People Employed

North Carolina’s Textiles/Apparel Industry

Graph 1: North Carolina Employment in the Textile & Apparel Industries, 1990-2006

Year

Source: NC-Global Economy Project (http://www.soc.duke.edu/NC_GlobalEconomy/)




North Carolina’s Employment Shifts:
Textiles for Apparel

Map 1. Employment in the Textile for Apparel Industry,
1995 & 2005

 Textiles have
traditionally
concentrated in four
key regions:
— Piedmont Triad Region
— Greater Charlotte

region

— Southeast Region

(Scotland/Robeson
Cos.)

— Eastern Region
(Greater Greenville)

Source: NC-Global Economy Project (http://www.soc.duke.edu/NC_GlobalEconomy/)




Innovative Solutions:
High-Tech Textiles

* North Carolina firms and universities are working together to
develop high-tech textiles, a new breed of technology-
Intensive textile products.

— These products use new, innovative materials and processes to
create products with a wide array of uses...
» Medical devices « Construction materials
« Automotive industry » High-performance sporting equipment
— Raleigh’s North Carolina State University has taken the lead on this,

and major firms like Freudenberg (German) and Nano-Tex (USA) are
playing active roles.

* This sector tends to have fewer jobs, but jobs have higher
pay and have greater productivity.



Strategic Solutions:
Replacing Low Tech with High Tech

* Private capital is being used to transform an old textile
center into a new, innovative biotechnology hub.

— Kannapolis, North Carolina (20 miles north of Charlotte) was the site
of one of North Carolina’s most high-profile plant closures ever in fall
2003: 5,000 workers from the Pillow-Tex plant at the center of town.

— In December 2004, Dole Foods owner David Murdock bought the
plant, and in September 2005, announced that the site would be
turned into the centerpiece of the North Carolina Research Campus,
a 350-acre site that will host advanced laboratory space and serve as
home to more than 100 biotechnology companies, as well as
residential and retail space in downtown Kannapolis.

Source: Carolina Newswire, 13 September 2005
(http://carolinanewswire.com/news/News.cgi?database=topstories.db&command= viewone&id=3338&0p=t)



Key International Competitors:

e China

e India
 Mexico
e |taly

« Canada



International Competition:
The Rise of China

 China is a growing force in global exports, and a rising
power in both the textile and furniture industries.

— In 2004, China had $593 billion in exports to the world, around 6.7%
of the world total — and had more than tripled since 1999 (WTO
International Trade Statistics 2000, 2005)

— In furniture, China’s furniture exports reached $7.3 billion in 2003 —
now ranking second, behind only Italy. (CSIL 2004)

 Chinais looking to leverage its huge potential economies of
scale and its advantages in labor costs to build a long-term
advantage in the industry, inventing new forms of industrial
organization, such as “supply chain cities.”



China’s Supply Chain Cities in Apparel

Source: David Barboza, “In roaring China, sweaters are west of socks city,” New York Times, Dec. 24, 2004.



Italy vs. China:
The Hope of Design?

 Italy versus China
(Manzano versus Anji)

 Italy is seeking new ways to build
advantage, including utilizing a
traditional strength: design.

— Venice is seeking to marry
manufacturing and design, bringing
together Italian artists, businessmen, and
furniture makers in an effort to help
rethink the role of design.

— Design is a higher link in the value chain
than manufacturing — thus bringing
higher value-added.....



MNC R&D Centers in China & India:
How are engineers being used?

What kinds of work are Chinese, Indian,
and American engineers actually doing?

— Answer: Not just product adaptation, but
cutting-edge research & commercialization Rockwell

Auftomation
China: More than 700 MNC R&D Centers

— GE’s China Technology Center: Advanced

research in energy storage, environmental
management

— Microsoft Research Asia: Cutting-edge
graphics & multimedia research

India: More than 150 of Fortune 500 firms
have R&D centers

— Oracle’s India Development Centre:
Globally-oriented research on database and
application development tools



Value Chain Analysis and

the Environment
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* A REIT is a company that owns, operates and
develops real estate.

 REITs were created to give small investors a
chance to invest in large real estate. They pay out
90% of annual income to their shareholders in

e —— s exchange for relief from corporate taxes.

_ (7 Real Estate

Investment
Trusts

(REITS) (52593

* In the United States there are about 152 REITS,
controlling some $312 billion.

™

* Types of REITs:
*Hotel
*Retall
*Office
e|ndustrial
*Healthcare
*Residential
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Company

Annual
Revenue

Space Owned
or Influenced

Leverage
Factors

Simon Property Group

$3.3 billion

215 million ft?2

* CO2 emissions per ft? (to be
determined)

* Owns and manages properties

* Mostly acquires existing
properties

CB Richard Ellis

$4 billion

1 billion ft?

* CO2 emissions per ft? (to be
determined)

» Owns properties and influences
other owners

* Influences new and existing
properties

Wal-mart Stores

$349 billion

758 million ft?2

*CO2 emissions per ft2 (to be
determined)

*Owns and leases properties

*Acquires new and existing
properties




Thank you for your attention!



