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1. Introduction

1.1 Problem Statement

Ichinomiya City is located in the western part of Aichi Prefecture with a population of 386,000 and an area of
113.82 square kilometers. It is the fourth largest city in the prefecture. On April 1, 2005, Ichinomiya City,
Bisai city and Kisogawa town merged to form a new generation "Ichinomiya." Ichinomiya is historically a
center for woolen textiles. But currently, Ichinomiya has been facing problems such as the decline of many
textile factories, aging population or depopulation, companies leaving, and harsh competition with other cities
to attract investors.

On the other hand, Ichinomiya City is a place enriched with flat lands and the waters of the Kiso river.
Moreover, Ichinomiya has four expressway interchanges and junctions, which are important as nodes between
the Tomei-Meishin Expressway and the Tokai Hokuriku Expressway. Therefore, attracting investments in
Ichinomiya is a promising way to revitalize the economy of Ichinomiya City as well as to address the problems
stated above.

Against this background, this research aims to find a favorable course of action Ichinomiya City can take

to promote the inflow of investment.

1.2 Research Objectives

The research objective is to understand the current situation in Ichinomiya City and to identify the main
determinants for attracting investors to Ichinomiya. To do this, we focus on the following objectives:
1) Identifying factors that investors consider when deciding a location of substantive business operation;
2) Analyzing the advantages and disadvantages of the local business environment in Ichinomiya;
3) Providing recommendations for improvements to the local business environment in terms of attracting more
investment into Ichinomiya.

4) Proposing policy options or recommendations for the Ichinomiya Government

1.3 Research Questions

To achieve the objectives, this study will answer three research questions:

1) What are the factors that investors consider when deciding whether to operate in Ichinomiya?

2) How do the companies already operating in Ichinomiya evaluate the advantages and disadvantages of the
local business environment?

3) What improvements in the local business environment can be made to attract more investment into

Ichinomiya?



1.4 The Significance of the Study

Nowadays, many cities in Japan are trying to attract companies to invest or open factories in their cities for
various reasons, including securing tax income, providing a workplace for their residents, and increasing the
population on their cities. Many city governments try to attract investors by offering some incentives and
subsidies, and some promote the attractiveness of their cities.

Through this research, we want to identify the advantages of Ichinomiya which can be used to attract
investors. Also, through this research, we want to study what factors are considered by investors in choosing
their business location. Through the results, we will try to find a connection between the needs of investors

with the potency that Ichinomiya has to offer.

2. Literature Review

2.1 Investment

Investment refers to the action or process of devoting time, money, or resources to something in the hopes that
it can be profitable (Hood, E., n.d.). Investment usually involves putting money into the assets, which is not
necessarily marketable in the short run, to enjoy a series of returns the investment is expected to yield (Balinda,
2016, p. 60). A person or entity that invests is an investor. Investors always consider various aspects when
determining the location of their operations. Each investor has a main factor in determining where they are
going to operate, such as geographical factors, local government policies, or the number and age of its
population.

Currently, many companies prefer to open their business in populated cities such as Tokyo, Osaka, and
Nagoya, rather than suburbs which are less populated. Thus, rural cities are trying various ways to attract
investors to invest in their region. Aiming at increasing the regional income and population, they offer various
incentives from local governments to various companies to enrouage them invest in the city.

According to a survey conducted by the "Japan Industrial Location Center," the main factors facing the
local government are insufficient corporate attraction, know-how and land use restrictions (land with no basin)
(— M N B AR % —, 2018). Therefore, it is necessary to research to identify the needs of

companies and match them with the conditions of the city of investment.

2.2 Classification of Enterprises

An enterprise is defined as a legal entity possessing the right to conduct business on its own, for example
to enter into contracts, own property, incur liabilities and establish bank accounts (OECD, 2018). Enterprises
can be classified in different categories according to their size; for this purpose, different criteria may be used,

but the most common are stated capital and the number of people employed.



Based on the Small and Medium-sized Enterprise (SME) Basic Act No. 154 of 1963, as amended on
December 3, 1999, SME companies are categorized based on the enterprises’ capital and the number of

employees, as shown in the following table:

Figure 1: Classification of Enterprises under the SMEs Basic Act

SMEs Operator Micro Enterprises
Industry Type Stated Capital Employees Employees
Manufacturing ¥300 million or less 300 or fewer 20 or fewer
Wholesale ¥100 million or less 100 or fewer 5 or fewer
Service industry ¥50 million or less 100 or fewer 5 or fewer
Retail ¥50 million or less 50 or fewer 5 or fewer

Source: Small and Medium Enterprise Agency: http://www.chusho.meti.go.jp

Small and medium-sized enterprises (SMEs) employ fewer than 300 people with capital worth ¥300
million or less. SMEs are further subdivided into micro enterprises (fewer than 20 employees), small
enterprises (20 to 49 employees), and medium-sized enterprises (50 to 299 employees) (OECD, 2018). Large

enterprises employ 300 or more people with capital more than ¥300 million.

3. Research Methodology

3.1 Research Design

In the research, we use a mixed research method by combining qualitative and quantitative analysis. This
research will be divided into two parts. The first is to assess the aspirations and perceptions of the municipal
government and existing local investors. The second is to assess potential investors’ aspirations and
perceptions. The objective of conducting the assessment is to identify and map local potential advantages and
disadvantages, factors that influence investors’ decisions, and expectations from both the local investors and

the potential investors from other areas in Aichi Prefecture.

3.2 Sources of Data

3.2.1 Primary Data

In our study, primary data was collected through focus group discussion (FGD), surveys, and interviews
conducted with the representatives of municipal government, chamber of commerce, companies operating in
Ichinomiya City, and local business owners or investors to get information from the local side, and also from
the potential investors in other areas of Aichi Prefecture. Surveys were conducted to gather information on

investors’ perceptions and aspirations.



3.2.2 Secondary Data

To complete the information, a literature review from previous studies was conducted, and the relevant
information was collected from official reports, regulations, statistical reports, and documents from local

government or other local governments in Japan and trade organizations.

3.3 Respondents and Sampling Procedure

3.3.1 Respondents

In our study, the respondents were the companies who run their business in Ichinomiya City and companies
outside Ichinomiya City. We classify these companies according to industry types: manufacturing, wholesale,

service industry, and retail.

3.3.2 Sampling Procedure

In our study, we used purposive sampling for the interviews, Focus Group Discussions (FGDs), and

guestionnaires for both types of respondent: companies located inside and outside Ichinomiya City.

3.4 Data Collection Methods

We used the following data collection methods in our study: questionnaire, companies visit and interview,

and Focus Group Discussion (FGD).

3.4.1 Questionnaires

We distributed 70 questionnaires to companies in Ichinomiya City and other areas of Aichi Prefecture,
composed of an equal number of 35 respondents among companies in Ichinomiya City and 35 respondents in
other areas of Aichi Prefecture. Questionnaires to 35 companies in other areas of Aichi Prefecture were
distributed by email. We distributed them among companies of various type of business and scale, from small-
scale companies to large-scale companies.

Questionnaires to 35 companies in Ichinomiya City were distributed through the Economic Department,
Industrial Site Promotion Division of Ichinomiya City. We addressed questionnaires to companies of various
type of business, such as food processing, textile, transportation, etc.; and of different scale, from SMEs to
large-scale companies.

In total for the questionnaire method, our respondents numbered 24 companies in Ichinomiya City and 32
companies around other areas of Aichi Prefecture. For this method, we use questionnaires with scaling
guestions which give the respondents the options to rank the available answers to seek their opinions on factors

that can encourage them to invest in the area.



3.4.2 Companies Visit and Interviews

We conducted visits and interviews with four companies of various type of business and scale in
Ichinomiya. We conducted interviews with one of the SME-scale companies in the textile industry and one
large-scale company. We also had interviews with a long-established company and a new company that has

just opened its office in Ichinomiya recently.

3.4.3 Focus Group Discussion (FGD)

We used focus group discussions (FGDs) to gain an understanding of local companies’ information and

perceptions of the business conditions as well as the benefits offered by the Ichinomiya Government.

3.5 Ethical consideration

In this study, we considered the following ethical issues: voluntary participation, confidentiality, and
informed consent. Prior to administering questionnaires, interviews and FGDs, we explained to respondents
the background and objectives of the research, the affiliation of the research team, the way the gathered data
will be handled and used, and what type of participation we expected from respondents. We informed the

respondents that the participation was voluntary and that they had the right to withdraw at any moment.

4. Results and Discussions

4.1 Results from Respondents in Ichinomiya City

The surveys and interviews from the respondents in Ichinomiya City revealed numerous opinions regarding
improvements to attract investors. In this study, we conducted a survey followed by in-depth interviews. The
number of respondents who participated in the survey were 24 companies consisting of 18 manufactures, 5
service companies, and 1 wholesale company.

First, we identify the advantages Ichinomiya has that make respondents interested in opening their
businesses there. From the survey results, 54% of respondents answered that the strategic location, in terms of
transportation and highways, was one of Ichinomiya City's attractive points which could be considered by
investors. As we know, Ichinomiya City has four expressway interchanges and junctions which connect to
Osaka and Nagoya and link the Tokai region with the Hokuriku region. Furthermore, the geographical
condition that Ichinomiya has is the second important advantage according to 38% of respondents. The flat
land condition is one of the advantages that Ichinomiya City has. Therefore the city is suitable as a factory

location (Figure 2).



Figure 2: Ichinomiya City’s Advantages
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The survey results were strengthened by interviews with four respondents. All the respondents said that
access in the form of highways and junction makes it easy for them to reach their consumers in big cities, such
as Nagoya, Gifu, and Osaka. Besides, the existence of these infrastructure facilities provides easy access to
workers for commuting in case they live outside Ichinomiya City.

Second, in the survey, we asked about the spheres that need to be improved by the Ichinomiya Government.
According to our observations and discussions with the representative of City Municipality and the Chamber
of Commerce, there are some spheres that are currently being upgraded by the Ichinomiya Government,
namely infrastructure, securing land for industrial sites, securing employment and expansion of subsidies.
From the survey results, most the respondents (79%) said that the local government should assist in securing
the employment (Figure 3). The Ichinomiya Government finds it problematic to find workers who have the
skills to become permanent employees. Skilled workers are difficult to recruit in Ichinomiya City. However,
from the results of interviews with some of the respondents, this problem is not a great concern at this time
because many of their employees came from outside of Ichinomiya City. Meanwhile, the companies in
Ichinomiya need more part-time workers, and the necessary number of such workers is mostly found in

Ichinomiya City.

Figure 3: Spheres Which Need to be Improved

B Most Important (1) B Important (2) B Average (3) Less Important (4) W Not Important (5)

Improvement of Securing land for industrial Securing employment Expansion of subsidy system
infrastructure such as road estates such as subsidy



Third, in the survey, we also asked whether One-Stop Service improvement can be a point of concern for
investors. From the survey results we identified that the service they needed the most, with 92% of respondents,
is providing information about the old factory sites, unused lands, or vacant offices/factories (Figure 4).
However, based on the results of interviews with the respondents, we found out that so far there have been no
problems finding the industrial location for their companies, thanks to the active participation of the
Ichinomiya Government in providing information on the location that they wanted. The respondents also added

that the land price offered was also cheaper compared to the cities around Ichinomiya City.

Figure 4: One-Stop Administrative Services Needs to be Improved

92%

46%

25%

21% 21%
. . . =
Information services Information services Consultation Consultation Service assistance in Others
of old factory sites, of businesstransfer services of various  services with the land acquisition
unused lands, and or business problems in opening experts
vacant offices or acquisition new businesses

factories

4.2 Results from Respondents in Other Areas in Aichi Prefecture

To identify factors that are the main concerns of investors, we distributed questionnaires to a number of
companies in other areas of Aichi Prefecture. We got 32 respondents who were classified according to industry
type. A total of 14 respondents are manufacturers, 13 respondents are from the service industry, 3 respondents
are wholesalers, and 2 respondents are retailers. We differentiate respondents by industry type to identify the
location requirements of each industry so that we can match with the conditions in Ichinomiya.

First, we asked questions about the main factors that investors consider in determining the location of their
business. From the options that we gave, most respondents (66%) answered that the factor of strategic location,
being near stations or highways, helped decide their business location (Figure 5). The investors choose business
locations because they want to be close with their consumers or clients who are mostly located in big cities
such as Nagoya and Osaka. Therefore, infrastructure, such as highways and stations, is one of the most

important considerations in choosing a location to be more efficient in time and cost.



Figure 5: Factors Considered by the Companies
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Also, we also tried to identify the main concerns in each industry. From the survey that we distributed, we
found that the manufacturers, wholesalers and service industry participants tend to consider location to be the
most important factor. For retail industries, geographical condition seems to be the most important; the others

stated that closeness to the customers is the most important factor (Figure 6).

Figure 6: Factors Considered by the Companies (Based on Type of Industries)
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Strategic location (station, highways, airport or
harbor)

Geographical conditions

Availability of sufficient land

Workforce availability

33%

33%

S R
=

Strategic location (station, highways, airport or
harbor)

Geographical conditions

Availability of sufficient land

Workforce availability

31%

38%

31%

£

Second, we tried to better understand the specific area or land that the companies preferred the most. From

the survey, we found that most respondents prefer a location in the city center; an industrial zone and near a



residential area are equally the second choice (Figure 7). This makes sense because the companies want to be

closer with their consumers or clients who are living in the city center.

Figure 7: Location Considered by Companies

14
12
12

10

Others In industrial zone Near residential area In the dty center

However, each company has their specific preferences; therefore, we tried to classify location by the type
of company. From the survey, we found manufacturers prefer the location in the industrial zones, while
wholesalers prefer a location close to the residential areas, for retails and service industries, they prefer
locations in the city center (Figure 8). We also tried to identify the geographic conditions that fit their needs

and the majority answered that they chose areas with flat land.

Figure 8: Location Considered by Companies (Based on Type of Industries)

m Inthe city center  m Near residential area In industrial zone Others
100%
67%
62%
50%
33%
21%21%
15% 15%
7% 8%
0% 0% 0% 0% 0%
Manufacture Wholesale Retail Service Industry

Third, we asked for the transportation factors considered by the companies. From the survey, we found
that in general, the companies prefer the location close to a station with 17 respondents and the second most
considered factor is closeness to highways with 14 respondents (Figure 9). Next, we classified this preference

by each type of company: manufacturers preferred locations close to a station or a highway, wholesalers

11



preferred locations close to a station, retailers preferred locations close to a station or highway, and service

industries had differing answers—maostly they chose a location close to a station (Figure 10).

Figure 9: Transportation Factors Considered by the Companies
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Harbour Airport Stations Highways

Figure 10: Transportation Factors Considered by the Companies (Based on Type of Industry)

70%

50% 50%

67%
60%
54%
50% 50%

50%

o
0% 38%

33%
30%
20%
10% 8%
0% 0% 0% 0% 0% 0% 0%

0%

Manufacture Wholesale Retail Service Industry

m Highways ™ Stations ™ Airport Harbour

Fourth, according to our hypothesis, one of the ways to increase investor interest is to provide incentives
or subsidies. In the survey, we provided a choice of subsidies or incentives which could be considered by
investors. The survey results show that the majority of respondents choose subsidies for workers, at 35%
(Figure 11). As to the answers according to company classification, the incentive preferred the most by
manufacturers, wholesalers, retailers, and the service industries are subsidies for employment (Figure 12). Next
we asked about the amount of subsidy they expected. In general, 14 of 32 respondents preferred subsidies for
new employment that are 150.000 yen/person (citizens) and 50.000 yen/person (for non-citizens). Furthermore,
13 respondents choose 1.2 million yen for three years per employee (Figure 14). Based on type of industries,
manufacturers prefer 1.2 million yen for 3 years per employee, while wholesalers prefer subsidies for new
employment: 150.000 yen/person (for citizens) and 50.000 yen/person (for non-citizens); retailers prefer both:
1.2 million yen for 3 years per employee and subsidies for new employment; and service industries prefer

150.000 yen/person (citizens) and 50.000 yen/person (for non-citizens) (Figure 13).
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Figure 11: Incentives Considered by the Companies

/
W Most Important (1)  mImportant (2)  ®mAverage (3)  © Less Important (4)  m Not Important (5)

% of expenses for Subsidies 20% for % subsidies for % of reduction of Tax deduction for % subsidies for Subsidies for office
subsidization of depreciable assets consultation with corporate enterprise research and incarparation expenses lease, factories rent, or
residential rent experts and personnel tax for 5 years development (ex: cost for marketing R&D centers

(housing allowance and recruitment (such as research, registering
expenses related to lawyers, small business and obtaining licenses,
company rented diagnosticians, staffs, recruiting employees)
houses or apartment) tax accountants and
fee-charging
employment
placement business
providers)
/
Figure 12: Incentives Considered by the Companies (Based on Type of Industry)
Manufacture Retail
B Most Important (1) W Important (2) ® Average (3) B Less Important (4) B ]+Sheet1215M$233 B Most Important (1) ®Important (2) ® Average (3) m Less Important (4) ® Not Important (5)
% of expenses for subsidization of residential... [ NNEEDD % of expenses for subsidization of residential...
Subsidies 20% for depreciable assets 5 54% Subsidies 20% for depreciable assets [
% subsidies for consultation with experts and... Y% subsidies for consultation with experts and...
¥ of reduction of corporate enterprise tax for 5... 38% 38% % of reduction of corporate enterprise tax for 5...
Tax deduction for research and development  [JJEEE3 38% Tax deduction for research and development
% subsidies for incorporation expenses (ex: cost... S 46% % subsidies for incorporation expenses (ex: cost...
Subsidies for employment 43% 29% Subsidies for employment 50% 50%
Subsidies for office lease, factories rent, or R&D... [IEFIEGZ Subsidies for office lease, factories rent, or R&D...
Wholesale Service Industry
B Most Important (1) ® Important (2) = Average (3) M Less Important (4) B Not Important (5) B Most Important (1) ®Important (2) = Average (3) M Less Important (4) ® Not Important (5)
% of expenses for subsidization of residential... % of expenses for subsidization of residential...
Subsidies 20% for depreciable assets 67% 33% Subsidies 20% for depreciable assets  [EES 33%
% subsidies for consultation with experts and... [INEES 33% % subsidies for consultation with experts and..
% of reduction of corporate enterprise tax for 5... 67% 33% % of reduction of corporate enterprise tax for 5... [ERES 42%
Tax deduction for research and development Tax deduction for research and development  [SESRNEV
% subsidies for incorporation expenses (ex: cost... JIIEE 33% Y2 subsidies for incorporation expenses (ex: cost... IEEANCE)
Subsidies for employment 67% 33% Subsidies for employment  [lE3 50%
Subsidies for office lease, factories rent, or R&D... JIEELS 67% Subsidies for office lease, factories rent, or R&D... BUESVES
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Figure 13: Subsidies for Employment (Based on Industry)

m 1.2 million yen for 3 years per employee
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Figure 14: Subsidies for Employment
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Last, we tried to identify opinions as to what service is expected from municipal governments. In general,

not many companies have needed One-Stop Service. However, many companies need information on the
vacant offices or factories (27% of respondents) (Figure 15).

Figure 15: Importance of the One-Stop Service

®m Most Important (1)~ ™ Important (2)  ® Average (3) = Less Important (4)  m Not Important (5)

I_I

Consultation services with the Consultation services concerning Consultation services of various Information services of business
acquisition experts management problems such as problemsin opening new
management, finance, labor, businesses

tax, accounting etc.

Financial diagnosis service Service assistance in land Information services of old
transfer or business acquisition factory sites, unused lands, and
vacant offices or factories
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5. Conclusion

The Factors Investors Consider

Manufacturers Wholesalers Retailers Service Industries
Strategic location Strategic location . Strategic location
- . Geographical .
Factors (close to stations or | (close to stations or - (close to stations or
; : conditions .

highways) highways) highways)
Location Industrial zone Residential area City center City center
Transportation/ Highway & Station Station Highway & Station Station
Infrastructure
One-Stop ) i ) )
Service

From this table, we can see that the company that best fits the conditions in Ichinomiya City is a manufacturing
company. This is because they generally prefer locations in industrial zones and close to highways or stations.
However, it is possible the Ichinomiya Government could also target retail and service companies by providing
business locations in the city center. Furthermore, the government could attract more retail industries, which
consider the existence of highways and flat land as major considerations for business locations, which suits

Ichinomiya City’s infrastructural and geographical condition.

6. Recommendations

Based on the above data, the current issues considered problematic by the current and potential investors in
Ichinomiya include land availability and specifications, taxation, subsidies, and employment availability.
Some of these concerns do not lie within the scope of competence of the municipal government, such as
taxation, because it is the central government’s domain. Therefore, the municipal government tries to find
other solutions to deal with the issues. From our research, we conclude a number of recommendations that can

be taken into consideration for the government.

Recommendation 1. Aggregated Information Portal

A possible way to improve the local business environment may be found in ensuring full and
comprehensive information accessibility. This could be achieved through establishing an Investment
Promotion Portal on the city webpage. The information should address the concerns stated below. By providing
information on the portal, it will be easier for investors to identify information regarding all aspects of opening
and doing business in Ichinomiya without having to come directly to do surveys, which certainly take time and

are costly.
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First is land availability. It seems that the Ichinomiya municipal government has been relying on direct
cooperation with companies to assist in finding suitable land for operation. However, we believe providing
information on available lands such as old factory sites, unused lands, or vacant offices/factories in an open
source would help to attract investors who do not have direct connection to the city government. It should be
possible for an investor to immediately see the location of vacant lands on a map, and to evaluate its proximity
to the station or highways, which has been named as one of the most important factors for interested companies.
It should also be possible to assess land specification details and the ownership status of the land.

Second is taxation and subsidies. Taxes such as the office tax have proven to be a major concern for the
companies. The same goes with subsidies, such as the subsidies for employment which are sought by the
majority of respondents. However, these questions do not lie within the effective scope of control of the local
government. Nevertheless, the city government may provide easy access to full information on taxation and
subsidies in force for Ichinomiya so that potential investors can more easily evaluate these conditions.

Finally, employment seems to be a concern for the majority of companies. The up-to-date information on
workforce availability, including categories such as gender, senior age workers, and skilled workers should be
available.

By creating such an aggregated informational resource, Ichinomiya City can reduce the cost, in terms of
time and resources, of evaluation of the local business environment, thus making it easier for investors to

decide to move to Ichinomiya.

Recommendation 2. Advertisement of the Ichinomiya Business Environment

Another possible way to attract investment can lie in conducting advertisement for the investment
promotion policies in Ichinomiya City. Through comparing the investment policies with other cities in Aichi
Prefecture, the authors concluded that the policies in Ichinomiya City are rather attractive. The next objective
should be to make it public through direct communication with companies or sharing this information through

chambers of commerce and other associations.

Recommendation 3. Broadening the Workforce Pool

Another positive factor can be to ensure employment targeting mainly women, foreign workers, and elderly
people. For instance, foreign workers can play an important role because even if Ichinomiya turns into a “bed
town” for Nagoya City, this can ensure constant workforce availability. Giving chances for employment and
making it easier for foreign workers to stay, can alleviate the lack of employment issue. Manufacturing
companies generally require many informal workers; if the local government can provide access to foreign

workers to be able to live and work, this could give an added reason for investors to open their businesses.
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Recommendation 4. A Smart Approach to Targeting Various Industries

According to the interview with the municipal government, Ichinomiya City is going to develop a wide
range of industries instead of focusing on specific industries. Ichinomiya's history of boom and recession in
the textile industry reveals that diversifying industries could lower the risk to the market environment.
Furthermore, according to the survey, different industries have different demands when choosing a new
company site. Therefore, one of the recommendations is to conduct a further detailed survey to different
industrial sectors to provide categorized information for different industrial sectors on the Investment
Promotion Portal webpage as well as One-Stop Service. For instance, the wholesale industry prefers locations
close to highways rather than stations, while the service industry prefers stations. Thus, the set of information

targeting the wholesale industry should include recommendation focusing on highways.
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1. Introduction

The purpose of this study is to clarify survival strategies of textile companies and analyze the current condition
of cooperation between the public and private sectors in Ichinomiya City. Based on the results of the study,

we also aim to suggest possible ways to revitalize the textile industry in the city.

1.1 Background of the Japanese Textile Industry

There are several types of research regarding the importance of the textile industry in the development of
a country because it plays an indicative starter role in industrialization (Gereffi, 1999). The majority of
currently developed countries, such as the USA, UK and Japan, set out their industrial action by a flourishing
in the textile sector (Gelb, 2007). In Japan, the development of the textile industry started in the Meiji era; the
textile industry was initiated with the assistance of England as a result of Westernization during that period. It
became one of the leading export industries after World War I1. In 1955, the textile industry was one of the
biggest export earners among other industries, namely chemical and steel. Its contribution to postwar economic
reconstruction was significant. Since then, Japan has become one of the leading exporters of textiles in the
world (Giacomantonio, 2012). The high-growth period of the sixties and seventies allowed the apparel industry
to develop at an average growth rate of 10%.

However, as Japan developed, wages also increased considerably. This lead textile-producing companies
to relocate their factories from an urban area to rural places and subsequently to China and East Asian countries
in order to decrease costs (Yamamura et al. 2003). Currently, around 90% of the textile and apparel imports
come from China (81%) and Vietnam (8%), where Japan exports almost 60% of its intermediate products such
as yarn and fabrics (Giacomantonio, 2012).

With globalization, late-incurred industrialized countries are given a competitive advantage in the textile
industry versus industrialized countries. Thus, the focus on the low-end segment market is not competitive
anymore in Japan. For instance, domestic maket competion has become increasingly fiercer than before
because of the rise of “fast fasion.” This seems to contradict the current situation whereas the amount of supply
in the domestic market is increasing and almost doubled compared with the 1990s. On the other hand, the size
of the domestic market has continued decreasing since the 1990s (Figure 1). This situation could be caused by

the rise of fast fashion.
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Figure 1: Amount of Supply and Size of the Domestic Market in the Textile Industry

(100 million yen) (trillion yen)
45 18.0
15.3 Amount of supply =0 Size of domestic market

40 - 16.0

35 14.0

30 - 12.0

25 10.0

10.1 10.4

20 8.0

15 6.0

10 4.0
5 2.0
0 0.0

1990 91 S2 93 94 95 9 97 98 992000 01 02 O3 04 05 06 O7 OB 09 10 11 12 13 14 15 16

Source: Domestic supply: MET]I, Production Statistics and MOF, Trade Statistics
Domestic market: Yano Economic Institute

To survive in the international market, enacting strategies for the high-end segment seems increasingly
necessary. However, there are fewer Japanese fashion corporations that are competitive in the international
market. Most of the apparel brands focus on cost. They prefer to use fabric from China to get a lower price.
This leads to fewer opportunities for textile corporations to make a plan and develop creative products for the
international market. So, promoting Japanese brands in order to be able to compete with other high-end brands

in the international market is quite necessary.

1.2 The Ichinomiya Textile Industry

Japanese regions have specialized with particular type of textile products. The Bishu district, Ichinomiya
is engaged in large-scale textile activities, and woolen products are its main focus.

Ichinomiya City is located in the west part of Aichi Prefecture, Japan. It is surrounded by a natural
environment including the Kiso River and is located in the interjunction of Tokyo-Nagoya-Osaka. This
particular situation allowed the textile industry in Ichinomiya City, especially the wool industry, to develop
prosperously. However, since the 1990s, the textile industry in Japan has been strongly contested by
competition from developing countries. Textiles from China and Southeast Asian countries are becoming more
and more competitive in both the domestic and international market. Also, the low cost of labor in developing
countries has made many enterprises started to move their factories outside Japan. This has led to the decline
of the development of the textile industry in Ichinomiya City.

Currently in Ichinomiya, 43% textile firms and 49% of textile workers are located in Bishu. In addition,
this region accounts for 49% of the sales, produces 46% of the profits, and is responsible for 48% of the value

added of the textile industry (Giacomantonio, 2012).
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Coupled with the above issues, nowadays Ichinomiya City is facing three main challenges which are a
shrinking domestic market, low recognition among customers, and aging workers.

Fabric, as the main product of the textile industry in Ichinomiya City, is just an intermediate material in
the whole process of textile making. Final products, for example, apparel, do not show where the fabric comes
from on the label. So, it is hard for customers to know where their fabric comes from. This situation caused
the awareness that it would be challenging to improve Ichinomiya City’s textile industry and promote branding
of their fabric products. For this reason, how to promote recognition among customers becomes another
challenge for the textile industry in Ichinomiya City.

Aging society has become a main social problem in Japan. In Ichinomiya City, the young population and
productive age population is in on a downward trend, while the elderly population is on an upward trend. In
the future, the situation will become even more severe (Figure 2). This tendency will negatively affect the
employment situation of the textile industry in Ichinomiya City. Not only is there aging of the current
employees and a lack of young workers but also the young generation are unwilling to take over the jobs in

the textile industry, especially in family business.

Figure 2: Population Age Demographics of Ichinomiya City
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and Population Studies

To rectify this situation, enhancing the recognition of the Bishu tag seems indispensable. In Ichinomiya,
some manufacturers have invited some designers for making new material and products using Bishu tag. In
2016, a certification system for the Bishu tag was enacted. Also, campaigns began to market Bishu origin, like
making PR videos. However, it is not enough to simply make Bishu an internationally competitive brand.

The shrinking domestic market and aging population pose threats to the sustainability of the textile industry
in Ichinomiya. The local government has taken into account these difficulties and is now working with the

private sector to find solutions, namely providing human resource development, training, cooperating with
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local schools to add relevant content to textbooks, organizing events like factory tours, making misanga (good

luck charms), and researching the trends to inform the businesses in Ichinomiya.

1.3 The of the Case of Imabari Towel Industry

Not only Ichinomiya City is trying to revitalize its textile industry by promoting a Japanese brand, some
other cities are also using similar strategies to become competitive in the international and domestic markets.
Imabari towels from Ehime Prefecture is an example. After the 1990s, the towel industry in Imabari was
impacted by the cheap products and manufacturing from overseas. To overcome this situation, the Imabari
area focused on building their original brand with its “safe, secure, and high quality” product and moved the
towel manufacturers into developing counties to save on costs (Suzuki, 2008). Like the Bishu brand, Imabari
towels take an active role in domestic and international exhibitions. Furthermore, Imabari towels concentrate
on the popularization and inheritance of towel industry culture; there is even an “Imabari sommeliers” program
to train the professionals, media promotion, and several Imabari towel promotional antenna shops were opened
to increase recognition of the brand. According to a study by Hirakawa in 2014, the whole Imabari towel
project is considered to be successful; the sales volume increased almost ten times in 2013 compared with
2006, and the recognition of the brand has also raised.

The Imabari towel district survives in spite of intense market competition because of a specific aim and
appropriate strategies. Although it is different in situation and products from Ichinomiya, Imabari has the
advantage of having very clear final product. They also actively maintain the local industry despite the transfer
of factories to China and other countries. The success of Imabari towels can serve as an example for Ichinomiya

City during its process revitalizing the local textile industry.

2. Research Agenda and Method

2.1 Research Questions

The above analysis of the current situation of Ichinomiya textile industry identified a puzzle that must be
clarified: Why have most of Ichinomiya textile companies yet to explore the international market despite the
shrinking domestic market and support from the local government? To answer the general question, this study
particularly aim to address the following three sub-questions:

(1) What are the survival strategies of the textile industry in Ichinomiya?
(2) What can the public and private sectors of Ichinomiya do to revitalize the textile industry?

(3) What can public and private sector of Ichinomiya do to strengthen market cooperation?
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2.2 The significance of the Research

This research focuses on the survival strategies of the textile industry in Ichinomiya City which is only
minimally considered by previous studies. It is important to understand why many textile companies in
Ichinomiya have yet to explore the international market despite the shrinking domestic market and the support
of the local government. By comparing and grouping the data we collected into four categories, we attempt to
clarify the different survival strategies for different groups.

The textile industry was so successful in the Bishu area in the past, however, now it is shrinking because
aging population, limitations of human resources, and competition from the international market. Nevertheless,
the excellent technologies and core culture in the Bishu area should be inherited by the next generation. We
expect that this research can provide assistance for textile companies in Ichinomiya City to find survival
strategies for the future. In addition, our survey concentrated both on the government side and company side,
and found that there is a gap between the objective of the government’s efforts and the development direction
of companies. Thus, we made some recommendations which try to fix this gap. We hope that the findings
could serve as a reference for both government and textile companies when making future policies.

In this research, we used qualitative research methods to get an in-depth perception of the situation of the
textile industry in Ichinomiya. We used semi-structured interview to explore the opinions of respondents. The

fieldwork was done in Ichinomiya from 22-24 October, 2018.

2.3 Qualitative Approach

As pointed out by Doz (2011) qualitative research grant authors a “richer” explanation of phenomena or a
situation. It helps to complete questions and assumptions regarding the research topic. Based on this definition,
we developed our semi-structured interviews aiming to discover the full picture of the recent condition of the
textile industry in Ichinomiya and how the public and private sectors in Ichinomiya perceive the situation.

A total of 9 respondents consisting of 2 public organizations (Local Government and Fashion Design
Center of Ichinomiya), 1 apparel company, 2 textile companies, 1 sewing company, 1 wholesaler, and 2 textile,
wholesaler, and apparel companies were interviewed. All interviews were selected in coordination with
Ichinomiya City Local Government. To grasp the full picture of the situation of the textile industry in
Ichinomiya City, we selected respondents from every supply chain, namely upstream, mid-stream, and down-
stream. The interviews were conducted in Japanese and later translated into English by the professors at the
Graduate School of International Development, Nagoya University.

Primary data were collected through interviews with the abovementioned group of respondents. To
compliment the primary data, a literature review from previous studies was conducted which gathered
information from academic publications, official reports, regulations, statistics, and documents related to

textiles from organizations in foreign countries.
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3. Results and Discussion

3.1 Survival Strategies Analysis

We divide our analysis into groups depending on characteristics of survival strategies, namely the location
where a manufacturer produces their products (vertical axis) and where they are selling it (horizontal axis).
These axes are used to understand how companies in Ichinomiya are positioned and how their marketing
strategy affects their business in order to stay relevant in the textile industry. We divided the groups into four

quadrants as seen in the Figure 3 below.

Figure 3: Survival Strategies of Textile Companies in Ichinomiya

(All the individual companies are represented by capital letters)

International production

PN

t?

Q— .
Domestic G International
market selling market selling

Branding ’ Facilitation

Government
|

°oq

Domestic production

Source: Author’s Analysis from Interview

Group 1: International Production and Domestic Marketing (Red Group, Company A and B)

Before analyzing this group, we should note that both companies in the red group are wholesalers: they
must ensure the low price of their product to be competitive in the market. So, cost is a significant factor in
their business. Therefore, the essential survival strategies for them is utilizing international production to cut
costs and make their products competitive. However, they also do some sewing within domestic production
because of different demands of the market. Compared with their whole output, domestic production is quite
small. Company A and Company B have the same general direction in development. However, the two

companies also have a big difference in terms of country of manufacturing, market, and survival tactics.
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In the example of Company A, 20% of products are from their factory in Myanmar. The rest comes from
their partners in other countries, and more than half of the partners are from China. Company A plans to
increase the production proportion in their factory for further decreasing costs. Recently, because of increased
labor cost and new environmental regulations in China, some textile companies decided to exit China and go
to countries in Southeast Asia. Company A transferred factories from China to Myanmar for cheaper labor and
weaker regulations. Company A only sells their products through physical stores, for example, station areas
and some shopping malls. In addition, Company A tried to use “J-quality” which means all processes of
production are made in Japan to publicize quality. However, though they have been using this strategy for two
years, the impact is minimal.

For Company B, their products are school uniforms and children’s clothes. They choose to produce
children’s clothes in China and school uniforms in Japan. They own three original brands for children’s clothes.
Most of their children’s clothes will be sold in department stores. In addition, they also sell through e-
commerce sites. One unigue survival strategy for them is that they are strtict with every detail and do careful
handmaking of school uniforms. Because their productivity is lower than larger companies, they endeavor to
make every small order extremely high quality. They said that originality is more important than increasing
sales.

Both Company A and Company B are reluctant to sell in the international market. We found that they have
different points of concern. Company A is hesitant to explore the international market due to lack of
information. For example, they are concerned that they may not get the first payment if they do business with
international companies. On the other hand, although Company B has a stable but niche domestic market, the
further aging population in Japan may affect their business. Despite the shrinking domestic market, they do
not have a strong incentive to explore new markets because of capacity limitations.

Both companies are facing the challenge of the aging population. This is a severe issue in the textile
industry. Companies in this red group have the same aging issues but have adopted different methods.
Company A employs some foreign workers as trainees for enhancing production efficiency. Company B hopes
that the local government can train human resources for them. The status quo in the textile industry in
Ichinomiya is that young Japanese people are not willing to work in local manufacturing. They prefer to work
in the height of the fashion industry in Tokyo because they feel they will have more opportunities and events
there will attract more potential customers. Even though Ichinomiya has superior technology, it cannot be
inherited by the next generation.

In conclusion, regardless of the shrinking domestic market, the red group selects to use international
production and niche domestic market called old ladies’ fashion and kids’ fashion, for surviving in the textile
industry. The fashion of these two kinds of apparels do not change very quickly which reduce the risk. Because
of the niche markets, they do not have a strong incentive to sell their products in the international market.

However, their strategy may have a risk in the future due to the further shrinking domestic market.
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Group 2: International Production and Domestic—but Potentially International—Marketing (Green
Group, Company C and D)

Relying on international production to cut the cost while using domestic materials for high quality or
special functions is their first survival strategy. Despite this situation, Company C and D still have some
differences. In terms of production, for Company C, most of their goods are made in China while 30% are
made in Japan. On the other hand, for Company D, the majority of their products are produced internationally;
they also emphasize planning, designing, and international collaboration for marketing as their second strategy.

For Company C, they have four strengths. The first of their strengths is to utilize collaboration with other
companies and polish their own work. As a company with a long history, they have a “most important weapon”
as their second strengths which is the reliability. Most of their suppliers can trust them and this brings many
benefits. Also, from the demand side, they are good at new product development which is their third strength.
They will cater to the customer’s needs to develop products. The fourth strength is in-place discretion and
good fiscal management. This is what has allowed them to survive for a long time.

For Company D, they believe that they need to play to their strong points and avoid their shortcomings,
which means to research and develop functional textiles in Japan and use a cheaper labor force to produce it
in international counties. Company D has a long experience of working with international counterparts and
has more knowledge and information about the international market than other companies.

In addition to the above differences, these companies have some of the same challenges. They are both
interested in the international market but have not yet fully explored the possibility. For Company C, their
main market is the domestic market, but they also export some silk products to the USA and small amount to
Europe. Their target is business to business. For company D, the domestic market is their only market, but as
the domestic market is shrinking, in order to have sustainable development, they have to turn their attention to
the international market. Their main products are men's suits and jackets from specially made materials.
Moreover, Company D is targeting the high-end market. On the other hand, we can see that both of the
companies in the green group are more aggressive and radical than the red group despite having been in a
similar position.

One of the main difficulties to enter the international market is the inability to supply the demand on time
due to the low capacity of these companies. The difference of the business culture and a lack of communication
skills also makes them hesitant to enter the international market. They also have a concern which is losing old
technology because the new generation does not inherit many skills from the old specialists. At the same time
Company D also explained that while exploring international business they will not forget about Ichinomiya.
Companies surviving is an essential element of revitalizing the textile industry.

Overall, both the red group and green group are international productions, which help them reduce the
labor cost. On the contrary, there is some difference between the red group and green group. The biggest
difference is that the green group does not have a stable niche domestic market, which we can also see from

Figure 1. The green group is worse than red group in terms of domestic market selling. Thus, the green group
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needs to be more "creative" in business and production. Also, the green group is more interested in the
international market because of the lack of a domestic niche market. Therefore, the green group does not face

the shrinking domestic market problems as seriously as the red group.

Group 3: Domestic Production and Marketing (Blue Group, Company E and F)

The two companies in the blue group both concentrate on domestic production and selling in the domestic
market. They both think that originality and functionality are essential for the textile industry in Ichinomiya as
well as for the whole Japanese textile industry. As a result, they use high-quality domestic products with
originality and functionality as their survival strategies.

Company E is a family-owned company with nearly one hundred years of history. Their production
processes are all 100% made in Japan. Their textiles are made in Ichinomiya, sewed in Osaka, and finished in
Gifu. Company E is targeting business-to-customer and business-to-business with 80% of their products being
textile and 20% finished products (including 5% of products with the Bishu tag). In addition, Company E owns
an apparel brand which also focuses on high-quality products. Company E does not directly engage in the
international market but cooperates with trading companies which sell the products to the international market,
and international high-end brands have used some of their products. They are likely to start an international
business at an appropriate time in the future.

Regarding company management, Company E chooses to follow recent developments in the textile
industry; they want to stay up to date. Company E integrates production and sale processes, they started its
branding process to be more initiative in the domestic market by selling their products with their own brand.
Company E actively promotes their products and brand on social media and use its homepage and online shops
to attract buyers. At the same time, they actively develop other businesses to revitalise the company.

Company F is also a family company with a long history, and focuses on the development of the textile
industry. Their main products are “luxurious domestic woolen fabric with small volume production in great
varieties.” Company F has a small number of finished products like slippers and ties; they are using Bishu
brand on these products. Company F has a small number of international orders from high-end brands.
However, since these orders are not so stable, they pay more attention to stable development in the domestic
market rather than the international markets. Distinct from Company E, Company F focuses on the stable
development of their business and does not pursue temporary profit. They do not want to promote themselves
in public and are satisfied with the current situation.

The two companies in this group stand out from the competition in the current shrinking domestic market
by utilizing their advantages. Company E focuses on the function of woolen products; for example, they have
woolen t-shirts specifically for outdoor activities. Company F can produce unique fabrics with “excellent
quality enabled by heritage skills and machines.” Company F is still using old waving machines which can

produce unique fabrics that current technology can no longer produce. This two business can withstand crisis
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by recognising the value of its traditional technology, and this uniqueness helped them got through the recent
textile crisis. Both companies use the originality and functionality of textile as their key strategies to survive.

Expertise is an essential issue in the management of the textile industry in both companies. Technical
heritage by the specialists has an irreplaceable position in the development of the textile industry.
Unfortunately, these specialties are hard to be passed down since the younger generation is now reluctant to
work in Ichinomiya. Lack of successor of technology might be a common challenge faced by the textile
industry in Ichinomiya.

Since the two companies both have superiority in technology, originality, and the functionality of their
products, why did they refuse the dominant trend in of having production sites abroad like other companies in
Ichinomiya City? One of the reasons is that both of them believe that the “Made in Japan” tag is the most
important sales point of their products. Products “Made in Japan” always mean good quality and have a good
reputation both in international and domestic markets. With this excellent reputation, they may attract more
foreign buyers to come to Japan directly to engage in the textile business. In this sense, the textile industry in
Japan can be revitalized.

Furthermore, the uniqueness of their products and high technical requirements make it difficult for them
to produce in large amounts; producing abroad may even increase costs of production and transportation. Most
importantly, the companies are satisfied with existing domestic business partnerships. The communication
problems in the production process abroad and instability in international trade are difficulties which are not
easy to overcome for them, since they think that the current domestic market is enough for them. They currently
would not like to take risks in international trade.

In conclusion, for the two companies in the blue group, meeting the demands of current domestic customers
is the most vital issue. They believe that after their products garner a good reputation in the domestic market,
it will be easier for them to be recognized by the international market and attract more customers to come to
Japan. Eventually, it will revitalize the textile industry in Ichinomiya and even Japan. Also, if they want to
revitalise the textile industry in Ichinomiya using their originality and functionality, it is more feasible to attract
customers go to Ichinomiya to buy the products rather than explore the international market by themselves.
However, how to sell high-end goods in the shrinking domestic market is perhaps the central challenge for

companies in this group.

Group 4: All Directions (Yellow Group, Company G)

This group focus on all directions, meaning that they produce both internationally and domestically, and
also sell their products in both international and domestic markets. A minority (5-6%) of their raw materials
are made in Japan while the rest are from the international market. Most of the fabrics are from China. A few
are from Italy. Because China can produce the whole textile in one factory, it is cheap. On the contrary, textile

in Japan is produced separately; they pay careful attention to each step in the process. Their main customers
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are men and women in their 40s and 50s. But now, as prices are getting cheaper than before, the young
generation also purchase their order made suits.

Company G believes that the Bishu brand can help to promote the recognition of the textile industry in
Ichinomiya. Strong coordination among companies is needed to achieve it. More finished products are to be
manufactured instead of only textiles and thereby the business-to-customer process can be developed. They
have a promotional shop in Ichinomiya that only uses Bishu fabric. They are optimistic about using the Bishu
brand in the future. Awareness of the Bishu brand in Bishu area is high. But, in both domestic and global brand
in the market, it is not known by many people. To achieve this purpose, it is necessary to share the same vision
around different companies in Ichinomiya to establish Bishu as a brand. There is much room for the Bishu
brand to be improved. In a short time, it may not help to boost selling products that use the Bishu brand but,
in a long time, with the increased awareness of the Bishu brand, such efforts will be helpful.

One of the difficulties in the overseas market for this group is different consumer preference as some
customers need high quality and some prefer low price. Also, this group is not in a position to supply a high
volume of products due to the labor shortage and lack of skilled labor. This is another barrier in exploring the
overseas market

It is risky for members of this group to enter the international market, especially the Asian market, because
they do not know the exact market. Additionally, as Asian climate is often hot and many people do not prefer
wearing suits for their daily life, this group may feel the demand is not there. Therefore, companies like
Company G need to conduct a survey to explore the market in Asia. Most of the customers in Asia prefer low-
cost products rather than high quality, whereas in Europe is significantly different. Company G feels that
European market is more likely to accept good quality with high price and therefore their products are better
suited there.

This group think that Japanese consumers have started to pay attention to the place of origin of clothes as
well as quality instead of the price. The focus has changed from marketing to good design. As the companies
in Ichinomiya are engaging in the separate process regarding the manufacture of textiles, it is difficult to show
the originality of these textiles and the companies need to do so collectively. Companies are hiring young

generations to have new ideas and create more up-to-date designs.

3.2 Public and Private Sector Gap Analysis

During the fieldwork, it was found that the problems in the textile industry is becoming a critical issue in
Ichinomiya. It was explained that the facilities are old, the labor force is old, and the margin companies are
earning is low. Some Japanese textile companies began to move into developing countries where the labor
force and other marginal costs are cheaper while others could not compete with international producers. In this

situation, there is no doubt that government intervention is needed. To analyze deeper, it is required to know
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the gap between the public and the private sector. This analysis is intended to illuminate possible strategies to
be implemented in order to revitalize the textile industry.

From the interview with public sectors (Local Government and FDC), we learned that the public sector
wants the companies in Ichinomiya to retain domestic production while supporting private companies to export
their products to the international market. However, contrarily, textile companies have shifted their production
to the international market as it is more profitable due to lower cost. But this comes with high risks, and most
companies have yet to participate in the international market to sell their products despite encouragement by
the local government. There are several issues which cause Japanese companies to leave the country. Initially,
it was the gradual decrease of employees who would like to work in the textile industry. This obstacle is
becoming important not only in the Ichinomiya City but in Japan as a whole. During the fieldwork, it was
found that the number of younger workers is decreasing, and several factories were closed because of lacking
employees. Secondly, most textile organizations are facing difficulties to compete with low priced products
imported from foreign countries.

Despite the gap between the private and public sector, their eventual future orientation could be the same
because even companies that shifted their production sites from Ichinomiya to Asian countries are interested
in re-opening their factories in Ichinomiya—if they become successful in the international market. By selling
internationally, later the companies will have more capital, and in the end, it will benefit Ichinomiya
economically. This suggests an alternative route to reach the “domestic production and international marketing
sphere” from the “domestic production and domestic marketing sphere” (Figure 1, p.8). While the local
government has encouraged the companies to directly and vertically shift from the left to right, from domestic
production domestic marketing to domestic production international marketing, companies may reach the same
sphere through the clockwise turn, via “international production and a domestic marketing sphere” and
“international production and an international marketing sphere.” Increasing number of companies producing
abroad may not necessarily be a risk for Ichinomiya. Thus, the public sector of Ichinomiya may also be able
to support the alternative route in providing means and tools for the companies to expand. This can be done
by carefully briding the gap between the private sectors’ needs and programs of the public sector. Table 1
shows the relationship between programs in the local government and FDC, and what each group of companies

expects from the public sector.
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Table 1: Public and Private Sectors Gaps

Group What Public Sector’ Has Done What is Expected by the companies
- Regulations and requirements to enter the
Red international market.
- Establish an information center that can provide
data or information to the companies.
- Establish a dedicated school that focuses on

* Human resource development and textiles. There are many design schools in Japan
training. but no textile school.

Green | ° Cooperating with local schools, - Semil}ars on how to preserve the. Ichinomiya
adding relevant content to techniques for the future generation.
textbooks, and organizing events - Seminars that invite expert textile makers and
like factory tours and bracelet designers that can help the human resources
making. training.

* Market intelligence for new market ) ]
opportunities; research the trends - Reserve a_nd prgwde a place to store old macl}lr}es.
and inform the businesses in - Consultation with FDC on how to prepare to join

Blue Ichinomiya. an exhibition.
- The information of customers and how to promote
the Bishu brand.

Yellow

To sum up, as survival strategies of the companies are diverse, the public sector should develop
differentiated programs which match with the appropriate business orientation. To give some recommendation
as to what collaboration is needed, below are some of our recommendations that can be considered to further

developing the industry.

4. Recommendations

4.1 Internal Strategy

a) Exhibition in Nagoya

Through the interviews of this research, a company came up with the idea to hold an apparel exhibition in
Nagoya. This exhibition is intended to introduce a variety of Japan’s unique textiles from all across the country
as well as to promote tourism. For example, the exhibition could gather Imabari towel, Okayama jeans, textile
from Ichinomiya, and other famous goods from each region in the exhibition, to raise the public awareness of
apparel and promote not only the Bishu brand but also other products from other regions in Japan. What is
more, by holding the apparel exhibition regularly it also could attract customers from all over the world. This

would likely improve the recognition of Ichinomiya as a city of textile.
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b) Making online lessons (webinars) and invite designers from abroad

From our findings, most of the textile companies have joined a seminar which was hosted by FDC. The
companies wish to request FDC to cultivate more talented people. Therefore, we recommend making online
lessons. It will encourage more companies to participate in the seminar. An online seminar has the advantage
that the participant can join during his/her free time with no restriction.

Moreover, as many designers or craftsmen live far away from Ichinomiya, some foreign designers may
also be included in an online seminar. Also, we know that craftsmen with excellent technology are getting
older. It may be hard for them to give a long seminar. However, if we can use online seminar, the local
government can take some short videos each time and combine them, and then share the long video with

companies which are interested.

¢) Establishing a data system related to the textile industry in Ichinomiya and Japan

An effective data system is an essential requirement for any kind of business activity to measure their
performance as well as to evaluate strengths and weaknesses to improve the industry. During the field work,
it was observed that the Ichinomiya textile industry is lacking an effective data system. This hinders the
revitalizing process of the textile industry in Ichinomiya. The data system would be comprised of the details
of producers and sellers of textiles. This will assist domestic and overseas customers to select products and
choose producers or sellers that suit them. Also, this will influence the development of the textile industry in
Ichinomiya. The government can use the data to evaluate the progress of the industry and to implement related

policies for further development of the industry.

4.2 External Strategy

a) Building vocational textile schools

In many countries, like China, there are vocational textile schools or universities which feature textile. In
this way, younger generations can become professionals in textile fields, the textile industry can keep active
and continue innovating, and skills can be inherited. There are many design schools in Japan, but still no
vocational textile school. Nowadays, lack of successor and specialists are a big challenge for the textile
industry in Ichinomiya; such textile schools can be a possible solution to this difficulty. Not only for young
Japanese generations but also international students who are interested in the textile industry and want to study

or maybe work in Japan in the future. This may also be helpful for the lack of labour force in Ichinomiya City.

b) Branding
Branding is agreed to be one of the most effective marketing strategies used for competing with other
companies. It builds a set of values and modes allowing the company to communicate with the market in a

manner which would be easily recognizable, and which would stimulate positive associations and strong
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reactions. There are many types of research regarding the influence of brand into consumers buying behaviors.
Brand equity, awareness, loyalty and image are main aspects that affects the buying behavior of consumers.
(Bansah et al.,2015) During the fieldwork, it was found that Ichinomiya City already started making a brand
strategy and currently created their own “Bishu” mark. However, to what level is the “Bishu” brand popular
and well-known? FDC should promote awareness of the brand not only in Japan but also throughout the world.
Additionally, enhancing online promotion (using social media and other broadcasting activities) and offline
methods (using billboards or signs with attractive and informative sentences in big cities and crowded places)

could be implemented.

5. Conclusion

Despite the argument that the textile industry in Ichinomiya is currently declining, it appears that the textile
companies in Ichinomiya have many survival strategies to be able to stay relevant. Companies that have
survived until now even say there is an increase in their sales year after year and the demand is growing because
many companies are now out of business making the competition not as tight as before.

From the interviews conducted, we found that the major pressing issue is not a shrinking domestic market
but a shortage of labor in Ichinomiya City. The high cost of labor is also forcing companies to outsource their
production to foreign countries with lower wages. In this context, we compiled survival strategies of the
companies in Ichinomiya based on production and market quadrants, and divided them into four distinct

strategies which are:

. International Production and Domestic Marketing (Red Group, Company A and B)

. International Production and Domestic—but Potentially International—Marketing (Green Group,
Company C and D)

. Domestic Production and Marketing (Blue Group, Company E and F)

. International and Domestic Production and International & Domestic Marketing (Yellow Group,

Company G)

In terms of the government role to support the industry, we found there is still some gap with what the
companies want and what the government is doing now as written in Table 1. Based on the findings regarding
diversified survival straggles and the needs of companies, forcing one common strategy to revitalize the
industry would be not suitable for the survival of the textile industry in Ichinomiya. Instead, private and public
sectors need to make extra effort to develop various support programs that match with the different strategies
and conditions of each type of companies to promote the uniqueness of the Ichinomiya textile and apparel

industry to the domestic and international market.
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