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Key Industries: Textiles & Apparel

The textile and apparel industries have traditionally held a fundamental role in North Carolina's economy, providing thousands of jobs and revenue for local economies. In one
sense, the industry is easy to define -- the creation of fabric or cloth out of original fibers, using mechanical or chemical processes. Traditionally, most people think of textile
products as feeding directly into apparel. Yet textiles & apparel is an expansive industry, with textile products showing up in a variety of places, from construction materials to air
filters, from automotive fabrics to upholstered furniture.

North Carolina's textile industry is at a crossroads. In order to maintain their leadership as a provider of textiles in the global economy, the industry is facing several key decisions
in a new structurally changed economy and business environment. Although they enjoyed for decades the status as a leading manufacturing state, producing textile materials for
international and domestic markets, increased competition, technological advancement, and the United States' shift to a service-based economy have all left an indelible impact on
the industry. Technological innovations, labor relations, and policy changes are mapping the future of the industry.

Textiles in North Carolina

Decline in North Carolina textiles and apparel industries since 1996

The overall decline of the industry is witnessed by the precipitous drop in factories and jobs that was brought on by structural changes in the global economy. In 1996, there were
2,153 textile and apparel plants in North Carolina employing 233,715 people. By 2006, there had been a 40% decline in the number of plants, to 1,282 plants, and a 65% decrease
in employment to 80,232 workers.

As the second-largest textile state and the third-largest apparel state in the United States in terms of employment, North Carolina has been the hardest hit in terms of job losses
and plant closings. Over a twelve month period ending in May 2006 the state lost close to 7,000 jobs, more than double from the next most comparable state in textiles, Alabama,
with 2,800 job losses.

Although we have seen a drastic decline in the textile industry, the apparel industry has fared much worse, experiencing a 70% decline in jobs and 55% of plants from 1996 to
2006. The textile industry by comparison has only lost 63% of jobs and 32% of plants from 1996. However, the textile industry is almost three times bigger than the apparel
industry in North Carolina, and employs more than 59,000 workers, accounting for 10.7% of all manufacturing employment. Apparel jobs number just over 20,000 in comparison.

With the decline in the bulk numbers of factories operating in the state, one segment of the industry that is growing is North Carolina firms exporting intermediate goods that
overseas firms are turning into final products. 14% of North Carolina exports fall within the textile and apparel industry. These exports include both finished goods that are being
sold abroad and intermediate goods that firms' plants in other countries will work on. For example, the percentage of North Carolina exports made up of yarn & fabric products is
on the rise, while the share of apparel products is on the decline. This change is partly explained by the rising skill levels of global suppliers who can do more and more finishing
work, meaning that companies will export more fabric products that suppliers will then turn into apparel. This is shown through the form of foreign direct investment (FDI) into
lower-wage and lower skill countries that are nonetheless moving into higher-valued activities within the industry. This is witnessed through these countries receiving the majority
of both yarn and fabric exports from the United States. Instead of sending almost finished jeans to, for example, such countries as Honduras or Costa Rica where only final
stitching is required, now companies are starting to send them unfinished denim.

Global competition

While import competition has been blamed for much of the job losses in the industry, domestic factors, including local competition, industry consolidation and productivity gains
from improved machinery and manufacturing processes, have had a similar impact on textile and apparel employment. In order to understand the new trajectory of the global
reach of the textile industry we locate in this section the challenges North Carolina firms face by highlighting the role of domestic firm decisions, transnational agreements, and the
future potential for a growth of North Carolina firms via the export of technically-advanced products.

U.S. and North Carolina textile firms used to base their success on a fundamental strategy of modernization by labor-saving technology, gain superior cost efficiencies as a result,
charge lower prices and earn a small profit while inducing losses by competitors, buy up weakened domestic competitors, and then modernize their plants in similar fashion. For
some companies, such as Pillowtex, their demise was partially self-inflicted as a result of their overly aggressive acquisition strategies. Pillowtex generated enormous debt
obligations to complete its acquisition of Fieldcrest-Cannon in 1997, which ultimately robbed it of its cost competitiveness. The challenge now is for North Carolina firms to avoid
those mistakes and gain better access to financing that will allow them to fund any number of product innovation, capital investment or offshoring strategies.

The passage of such transnational agreements as the North American Free Trade Agreement (NAFTA) and the ending of other trade agreements has caused numerous impacts
to firms in North Carolina. The passage of NAFTA accelerated the rise of maquiladora firms in Mexico and Central America doing assembly and other labor-intensive work for US
apparel companies, as well as a captive export market for US textile firms to send their fabrics and yarns. The emergence of East and South Asia as textile powerhouses has
directly affected US textile and apparel firms as retailers and branded marketers turned to these new, cheaper sources instead of US firms. Open trade has led to global
competition, but it also has had benefits for US firms, such as cheaper raw material prices. For example, huge investments by Japanese, Korean, Taiwanese, and European fiber
manufacturers increased global capacity and led to lower prices for man-made materials, such as polyester, rayon and nylon.
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Type of industry

Plants and Employment in North Carolina's Textile and Apparel Industries, 1996-2006
Number of Plants

1996 2001 2006 g:‘a"ge 96 -

Textile Mills: Apparel 951
Fiber Yarn and Thread Mills 217
Broadwoven Fabric Mills 113
Narrow Fabric Mills/Schiffli Embroidery 54
Nonwoven Fabric Mills 26
Knit Fabric Mills 139
Textile and Fabric Finishing Mills 384
Fabric Coating Mills 19
Textile Mills: Non-apparel 393
Carpet and Rug Mills 32
Curtain and Linen Mills 174
Textile Bag and Canvas Mills 51
All Other Textile Product Mills 137
Apparel Manufacturing 809
Hosiery and Sock Mills 271
Other Apparel Knitting Mills 45
Cut and Sew Apparel Contractors 202
Mens Cut and Sew Apparel Mfg 99
Womens Cut and Sew Apparel Mfg 85
Other Cut and Sew Apparel Mfg 52
Accessories and Other Apparel Mfg 57
Home Furnishing Wholesalers 140
Piece Goods, Notions, and Other Dry Goods Wholesalers 172
Men's and Boys' Clothing and Furnishings Wholesalers 44
Women's, Children's, and Infants' Clothing and Accessories 130

Wholesalers

Source: Employment Security Commission of North Carolina
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-9%
5%
3%
%%
12%
7%
16%
21%
-8%
0%
-20%
-8%
5%
-27%
-20%
27%
-36%
-29%
-38%
-44%
5%
12%
5%
-9%

-16%

change 01 -
06

-31%
-33%
-31%
-25%
7%
-33%
-35%
-26%
-12%
-19%
-19%
32%
-17%
-39%
-30%
-58%
-43%
-44%
-51%
-24%
-37%
17%
5%
15%

-22%

Annual Average Employment

1996 2001 2006 °hange 96-
01

140,703 92,710 49,112 -34%
37,465 26,952 14,706 -28%
37,640 23849 10,955 -37%
4672 3295 1577 -29%
2467 2784 2395 13%
19,187 12,425 6,106 -35%
37,969 21,958 12,377 -42%
1305 1,448 997  11%
23104 17,051 10,125 -26%
2966 3326 2903 12%
11,809 7,278 2,748 -38%
1421 1592 1,360 12%
6908 4855 3,115 -30%
69,020 40,073 20,993 -42%
27,000 20,361 12,982 -25%
4545 1977 482  57%
13,335 5865 1686 -56%
11,286 6,397 2,999 -43%
5545 2842 1057 -49%
4251 715 593  -83%
3059 1917 1,195 -37%
1399 1,836 2,057 31%
1249 1315 1204 5%
522 726 360  39%
2804 2960 1869 6%
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-47%
-45%
-54%
-52%
-14%
-51%
-44%
-31%
-41%
-13%
-62%
-15%
-36%
-48%
-36%
-76%
-71%
-53%
-63%
-17%
-38%
12%

-8%

-50%

-37%
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Fieldcrest-Cannon textile mill in Kannapolis, NC. The company went bankrupt in 2003, and its buildings were demolished in 2005 and 2006.
For Teachers:
Agriculture and Textiles Lesson Plan, State Archives of North Carolina
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Jobs lost in North Carolina’s textile & apparel industry between 1996 and 2006.
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