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Since the early 21st century, the Chinese manufacturing industries have been in a sizable
transition to the inland regions in the center and west from the more developed coastal areas in
southeast, which has become a notable economic phenomenon in recent years. The textile and apparel
industries have been the pioneer and backbones of such transitions, and so far, the move has been
progressing smoothly due to the efforts of governments and industrial associations, as well as the
active participation of textile enterprises.

The on-going industrial transition to underdeveloped regions, which combines the advantages
of areas in the east, center and west, can not only optimize the productivity distribution and
facilitate reasonable industrial division setup, but is necessary for upgrading the country’s economic
development mode and improving people’s livelihoods and social development in the central and
western regions. Also, the transfer of textile and apparel industry to these regions can on the one hand
open up new development space for the industry, and on the other hand, provide a precious opportunity
for enterprises to reform themselves, seek changes in positioning, and add values. Therefore, both
recent national work plans for the industry, i.e., the /2th Five-year Plan for Development of Textile
Industry” and the “Guideline for Building China into a Textile Power (2011-2020), deem this trend
a historical chance to realize industrial upgrading from “big” to “great”. In our view, an orderly and
sound industrial transition is signified by enterprises’ fully honoring their responsibilities towards
employees, local communities and environment while making reasonable use of the competitive
advantages of the central and western regions, so as to avoid responsibility gap before and after
transition, as well as responsibility deficit in local operations.

In recent years, China National Textile and Apparel Council (CNTAC) has made the promotion
of orderly transition of the industry one of its focuses. In 2011, CNTAC set up the Textile Industrial
Transition Office which specially provides enterprises with consultation services, and submits
proposals to administrative authorities. In 2012, CNTAC and the Ministry of Industry and Information
Technology jointly held an experience-exchange conference on national textile industrial transition
in southwest China’s Chongqing Municipality. All these efforts aimed at guaranteeing a healthy and
sustainable industrial transition and securing industrial development and corporate profits.

Meanwhile, we believe it is necessary to conduct field research on the interactive relationship
between the industrial transition and corporate social responsibility. In 2011, the Office for Social
Responsibility of CNTAC began partnering with the Corporate Social Responsibility Centre of the
Embassy of Sweden to take textile sector as a sample to study how the regional transition of industries
would influence social responsibility, and finally completed this study report after half a year’s visit to
nearly 50 companies located in more than ten provinces and autonomous regions. The report presents
and analyzes potential opportunities and challenges with regard to social responsibilities during the

industrial transition, and puts forward a series of action and policy suggestions concerning various




stakeholders. In addition, we hope that the report could be helpful to social responsibility issues
relating to other sectors during similar cross-region transition.
Several departments of CNTAC, including the Office for Social Responsibility, the Textile

Industrial Transition Office and the Statistic Center, have participated in the field investigation and

report writing. Besides, many local governments, industrial associations, textile and apparel companies

and brand companies have provided valuable support to this project, and I would like to extend my

sincere gratitude to them.

Sun Ruizhe

Vice President, CNTAC

Director, Office for Social Responsibility, CNTAC
Spring, 2013




Sweden is privileged to have close cooperation with China on the promotion of Corporate Social
Responsibility (CSR). CSR Centre of the Embassy of Sweden in Beijing is the key organization for
cooperation on the Swedish side. Our mission is to increase knowledge and practices of responsible
business in China, and to create Sino-Swedish partnerships and dialogues in this field.

We have partnerships with several stakeholders in China that are instrumental in spreading and
promoting CSR practices in China — for example the China Ministry of Commerce, MOFCOM, and
the State-owned Assets Supervision and Administration Commission, SASAC. We have a dialogue
with Chinese and Swedish companies, as well as international stakeholders, to understand trends and
needs, and how we can act as a catalyst.

China National Textile and Apparel Council (CNTAC) is one of our very trusted partners. The
new report on transitions in Chinese textile industry and the impact on CSR is one of the important
outcomes of our partnership with CNTAC.

The report provides valuable, new insight into the present shifts taking place in Chinese textile
industry both in terms of production and consumption. It guides the reader through structural changes
and their impact on CSR. Textile industry is the focus, but the conclusions may be applicable to other
industries as well. The findings which we now learn of are indications of mega-trends in Chinese
CSR development.

The systematic use of CSR practices not only allows the company to reduce negative impacts
of its operation. It also helps maximising positive impacts. Global experience has proven that the
results came in the forms of better use of resources (thus savings), effective quality management, and
advanced productivity which contributes to higher profitability. Although some investments to this
end may sometimes (but not always) seem burdensome at first, practice has shown that payoffs to
such investments can also be sizable.

It is my genuine hope and belief that Chinese, Swedish and international companies and
stakeholders will find the report to be an important tool in their market analysis, operations and
relations, providing a solid foundation for their CSR strategy and favourable business development in

general.

Anders Wollter

Minister Counsellor at the Embassy of Sweden in Beijing and
Head of CSR Centre

March 2013
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I. Background, Objective and Basic Information of the Survey

The global textile and apparel industry has gone through four development eras: manual
spinning stage, mechanical spinning stage, modern spinning stage, and intelligent spinning stage.
Each of them is essentially characterized by the improvement of production technologies, the
restructuring of production processes and the transition of production locations.

China has a long history of textile development. As early as 5000 B.C, weaving of ko-hemp and
silk emerged in the Yellow and Yangtze River Valleys. Textile industry became one of the nation’s
industrial pillars in the Republic of China era, and spinning and weaving mills extended primarily
along the coastal areas from Shanghai to Guangzhou. After the founding of the People’s Republic of
China in 1949, as a traditional sector with advantages, the textile industry played an important role in
national economic development. Regional distribution though, went through substantial changes.

Since 1979, China has made great efforts to become one of the world’s largest producers of
textiles, and the role of the market has been increasing in the development of China’s textile and
apparel industry. Furthermore, China’s entry into the WTO in 2001 brought another great opportunity
for China to make its textile industry bigger and stronger. During this period, taking advantage of
pioneering in opening-up as well as its unique geographical position, the eastern region seized the
opportunity of the industrial transition in the developed countries, Hong Kong, Macao and Taiwan,
and received and developed a number of processing industries which were mainly labor-intensive,
including textile and apparel production.

The five provinces in eastern coastal areas, i.e., Jiangsu, Zhejiang, Guangdong, Shandong and
Fujian, have made full use of their advantages in systems, funds, talents, market and geographic
position, and become the current center of China’s textile industry. In recent years, key indicators
such as industrial output, employment and export levels in the five provinces still account for more
than 70% of the national textile industry.

The shift “from decentralization to centralization, from the whole country to the southeast
region” greatly promoted economic development in southeastern coastal areas, and drove economic
growth in the long term. However, it also brought some negative consequences, including massive
layoffs in the industry in other regions, cutthroat competition among textile enterprises in the
southeastern coastal areas, frequent infringement of labor rights and heavy environmental pollution.

As a result, a third round of macroscopic regional transition was triggered at the beginning of
the 21st century. Some of the enterprises in the east began to invest in the central and western regions,
thus starting another regional transition from east to west, and from south to north.

Since the beginning of this century, the appeal of the central and western regions of China

to textile and apparel industry has gradually increased, while that of southeast coastal regions has



decreased, due to enormous changes in factors such as market demand, labor, land resources, natural
resources and environmental carrying capacity. In recent years, the textile and apparel industry has
developed rapidly in the central and western regions. It has seen significant growth in investment in
particular, which has contributed greatly to the development of the whole industry.

Numerous factors have motivated the transfer of the textile and apparel industry in China from
the southeastern region to the central and western regions. Be it market demand, labor factors, natural
resources or environment, they are also core elements representing and reflecting corporate social
responsibility performances.

In order to better understand the interaction between the industrial transition and social
responsibly, the Office for Social Responsibility of China National Textile and Apparel Council
(CNTAC) conducted in 2012 a special survey on the industrial transition and its implications on social
responsibility, with the support from the Corporate Social Responsibility Centre of the Embassy of
Sweden. In half a year, the survey covered nearly 50 enterprises in 11 provinces (autonomous regions/
municipalities) through questionnaires and interviews. Apart from enterprises in the regions, those
surveyed include stakeholders such as local governments, industrial organizations, and employees.
The survey collected a total of 148 responses, including 41 from enterprises, 18 from governments/
organizations and 89 from employees. We hope this study can help present and analyze potential
opportunities and challenges with regard to social responsibilities during the industrial transition,
and put forward action and policy suggestions concerning various stakeholders of China’s textile and

apparel industry.

Il. Impacts of Industrial Transition Policies on Social Responsibility

Industrial transition is the result of uneven economic development between regions. It is a process
where enterprises in more developed areas, adjusting to the changes in comparative advantages among
different regions, make direct investment in non-local territories to transfer some industries to less
developed regions, thus giving rise to the transition from developed to less developed areas from the
perspective of geographical distribution of industries. In recent years, the textile industrial transition
has become a focus of governments and the society, making the promotion of an orderly transition an
important task of governments, which have formulated various policies in order to realize amicable
development among regions, and drive industrial structure adjustment and accelerate changes in
economic development mode. From the perspective of contents, industrial transition policies mainly
include land policies, fiscal/taxation policies, financial policies, investment policies, trade policies,
human resource (workforce) policies. From the perspective of forms, industrial transition policies
include general policies and purpose-specific policies. Additionally, according to policy makers,

industrial transition policies can be divided into policies at the central and regional levels.
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Based on the economic positions of different regions, various areas can be categorized into
source regions (such as coastal provinces in southeast) and recipient regions (i.e., the central and
western regions). Generally, the recipient region’s policies are “attraction” and “support” oriented, to
create a good environment for incoming enterprises. Industrial transition policies of source regions,
however, focus more on “guidance” and “adjustment” and emphasize driving “industrial upgrades” by
means of “industrial transition.”

Undoubtedly, one of the fundamental goals of industrial transition policies is to promote
economic development, regardless of whether it is from central or local levels, or its specific contents.
For example, the Guiding Opinions on Central and Western Regions’ Receiving of Industrial Transition
issued by the State Council in 2010 provides, “oriented by market, based on the precondition of
voluntary cooperation, taking structural adjustment as a priority, mechanism innovation as a driving
force, (the industrial transition shall) put efforts in improving investment environments, advancement
of concentrated distribution of industries, enhancement of supporting services...promoting free
flow of factors, to realize favorable interactions among the eastern, central and western regions, and
gradually form a modern industry system featuring reasonable work divisions, distinctive features
and complementary advantages”. As specified by other policies too, economic goals are “quantitative
goals” of industrial transition policies. They are explicit and easily measured - bestowing them with a
high priority.

In addition, both central and local industrial transition policies include one common concept for
realizing economic goals: optimizing industry distribution and promoting industrial upgrades, rather
than simply facilitating development of relocated industries. In this sense, sustainable development
and “responsible” transition are the intentions of industry policies. However, they are only established
as “qualitative goals” in such policies, coming in the form of “principles” or “aims” instead of specific
measurable targets — reducing them to soft goals in reality.

In local policies, issues of sustainable development related to environmental protection and
resource saving receive the most direct and extensive attention. Most local policies (particularly
those of the recipient regions) expressly require energy saving/emission reduction and environmental
protection to be taken into consideration. However, even environmental protection issues that have
received general, intense attention in central and local industrial transition policies are confronted with
grave challenges at lower levels. Some governments of less economically developed regions tend to
put “subsistence” ahead of “environmental protection.”

Other core social responsibility elements, including protection of employees’ rights, fair
competition and community participation are either seldom mentioned in these local purpose-specific
policies or, even worse, sacrificed in favor of stimulating industrial transition.

This reflects another collective feature of these policies: stressing the relationship between the



government and enterprises in transition whilst ignoring the enterprises’ impact on other stakeholders.
In this manner, during the industrial transition, enterprises tend to take short-term advantage of
government policies or evade them, ignoring the establishment of long-term engagement and
communication mechanisms with various stakeholders in social responsibility.

With regard to the implementation of such policies, the survey found that its influences on
corporate social responsibilities fall into two scenarios: inter-regional implementation coordination
challenges, and intra-regional implementation guarantee deficiencies. The former would cause waste
of resources on a huge scale and make recipient regions “race to the bottom” in social responsibility
requirements in a bid to win further transition projects. The intra-regional implementation guarantee
deficiencies of recipient regions include a genuine lack in scientific screening of incoming projects’
technical levels and added value, as well as the incoming enterprises’ management level, their social
and environmental impacts; risks of negative environmental and social impacts triggered by the
implementation of such policies in the factor realm; the difficulty in mobilizing “policy chains” closely
related to the industrial transition; and the failure of local governments in fulfilling policy promises

punctutally or adequately. All these implicate structural social responsibility risks.

lll. Influences of Industrial Transition on Corporate Social Responsibility

With the economic growth in eastern regions, as well as rising labor costs and greater pressure
in resources and environmental protection, many eastern enterprises have moved or planned to make
a transition. Through the survey, we have drawn a clear picture of the industrial transition in China’s
textile and apparel industry, and learned the influences of such transition on social responsibility
of enterprises in both recipient and source regions. Although the selection of sample enterprises
was not made on a strictly random basis, the overall scale of the enterprises in recipient regions is
comparatively larger (in terms of employee numbers) than those in source regions, and the scale
distribution of enterprises in the former is also relatively even. Although the garment industry occupies
an almost equally important position in both source regions and recipient regions, the proportion of
weaving and textile enterprises was remarkably higher in recipient regions than in source regions.

From the perspective of employees, male employees make up a higher proportion than females in
source regions, while the case is opposite in recipient regions. This highlights the gender perspective
of the industrial transitions. That is, the transition to central and western China provides more job
opportunities to women. Moreover, the source regions along the coast in eastern China have developed
relatively strong human resource advantages, while enterprises moving to central and western China
are faced with a severe talent bottleneck.

The survey also included some specific research on the economic influences of the industrial
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transition. It was found that, during interviews in source regions, 38.46% of enterprises had already
moved, while 30.77% had a plan to transfer in the future. This shows that transition has already
become an important choice for enterprises in the coastal regions of southeastern China. In both
types of regions, local governments and industrial organizations were well aware of the economic
influence of the industrial transition. The difference was that those in source regions seemed to have
balanced understanding of the pros and cons, while recipient regions focused more on various positive
influences exerted on the local economy. Though governments and industrial organizations in both
types of regions highly value economic contribution from the industrial transition, the survey showed
that the economic performances of most enterprises in recipient regions were not favorable. The survey
showed that the profitability rates of over 60% of the enterprises in recipient regions were below 10%,
with 21.74% of such enterprises showing a loss.

Along with the rapid growth of corporate social responsibility awareness in China in recent
years, mainly thanks to government guidance and promotion as well as the focus and supervision on
corporate practices in the society, the gap between the two types of regions regarding awareness of
social responsibility is also narrowing. However, when it comes to the responsibility management
level and incentive mechanisms of social responsibility, enterprises in recipient regions fell quite a
lot behind that of source regions. The lack in incentive mechanisms may be related to some structural
features of the industrial transition (such as focusing more on intermediate products like weaving
products; end products mainly being supplied to domestic market, etc.), but the lack of ability and
mechanisms for corporate social responsibility originated more from inside these enterprises.

One of the most direct impacts of the textile enterprises’ transition on recipient regions is the
creation of a large number of job opportunities, which has turned those once hometown-leaving
migrant workers into workers employed in their hometown, thus raising local economic and social
vitality. One of the driving forces of the industrial transition is the pressure of labor costs in coastal
regions. However, the survey shows that moving to central and western China will not necessarily
reduce human resource costs. Firstly, lack of professionals and technicians is a common challenge
faced by enterprises before and after the transition. Secondly, although the average salary level of
source regions is prevalently higher than that in recipient regions, the gap is not large, and keeps
narrowing. Lastly, employees hold high expectations regarding salary increases in all regions.

Working hours of enterprises in both types of regions were roughly the same. This suggests
that the transition has brought the same production efficiency to central and western China as that in
eastern China, and that the transition has provided no good solution to the working time issue.

Influenced by the difficult recruitment situation in recent years, safe and healthy working
environment has become increasingly important for enterprises. Therefore, enterprises in both regions

stress the safety and health of employees. But in recipient regions, most employees are closer to



their families and community environments and their social demands are better satisfied than migrant
workers, hence cultural entertainment facilities are not needed as much as in source regions in coastal
areas.

Like source regions, employees in recipient regions seldom shy about giving advice, suggestions
or complaints. Channels for delivering these in both types of regions were limited mostly to a
suggestion box, mobile SMS or simply face-to-face talk. The survey also found that, as employees of
enterprises in recipient regions were mostly natives, their families and social relationships played a
certain role in preventing and addressing labor disputes.

When it comes to the actual practices in recipient regions, environmental protection, which has
received extensive attention from governments and society, is a relatively complicated issue. Firstly,
textile and apparel industries that had transferred to central and western China were mostly weaving
and garment making industries. They are two relatively cleaner industries and dyeing and printing
sector, a process between these two has relocated much less. The “missing in-between processes”
situation would offer some protection to the environment of recipient regions, while limiting the local
establishment of a complete textile and apparel industrial chain, making it difficult for raw material
resources to realize higher added value. Therefore, whether dyeing and printing industry should be
introduced was a question widely discussed in many places in central and western China. Moreover,
although the environmental protection facilities are well in place at enterprises in recipient regions,
the key environmental protection challenge of these enterprises lies in their outdated environmental
protection management.

As far as community involvement and development are concerned, over half of the enterprises in
both source and recipient regions were committed to assisting in solving community and social issues.
The difference lies in that enterprises in source regions focused more on “interaction” with the local
community, while enterprises in recipient regions were more concerned about “integration” into the
local community. By supporting local infrastructure construction, making reasonable compensation for
use of local resources and other means, they sought to “find themselves a place” and “set root” in local

development.
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IV. Recommendations

The survey indicates that there are many problems and challenges in social responsibility and
sustainable development during the industrial transition. In our opinion, all stakeholders should
devote to dialogues, engagement and cooperation with each other on the basis of fulfilling their

respective responsibilities.

Governments

O All governments, especially local ones, must give full consideration to both economic and
responsibility targets in formulating policies encouraging the reception of industrial transition.
At the same time they should elevate the concept of sustainable development and social
responsibility to the strategic level.

© Local governments should improve their holistic understanding of social responsibility, apart
from environmental protection, energy conservation and emission reduction.

© Local governments must evaluate the effects of economic activities stemming from industrial
transition policies, particularly the structural and systematic negative effects on social responsibilities.
© The central government needs to keep strengthening its coordination, guidance and macro-
planning on inter-regional industrial connections.

© Governments at all levels, though particularly local ones, need to pay more attention to

the implementation methods of industrial transition policies to guard against any possible

negative effects on the environment or society.

Enterprises in transition

© Enterprises in relocation must uphold updated development concepts whilst avoid
opportunism in the industrial transition. They must clearly understand that the industrial
development model based on competitive advantages of resources, labor force and ecological
environment will in no way sustain.

O Enterprises that have relocated to recipient regions shall put more focus on introducing and
transplanting social responsibility practices and actions, while continuing promoting correct

ideas on social responsibility.



Brand companies and buyers

© International brand companies and buyers should put more resources on improving

the awareness and capacity in social responsibility of inland suppliers, while strengthening the
management of social responsibility of their second-tier suppliers after transferred to central and
western regions.

© Whether or not taking into consideration industrial transition, domestic brands should first
focus on the establishment and improvement of social responsibility management mechanism

within their supply chains.

Industrial and social organizations

© As opinion groups, industrial and social organizations can monitor, investigate and conduct
research on social responsibility issues in the industrial transition, propose initiatives and
solutions, and engage in policy lobbying and communication with businesses.

© As action groups, they can offer related training and consultation to governments and
enterprises, take part in the formulation of regional and industrial social responsibility policies or

action guidance, and assist local enterprises in fulfilling responsibility.
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“It is a clear autumn morning, with a sky that is seemingly endless overhead.
A resonant siren arises from a colossal ship in the distance, floating over the
shimmering Zhuxi River, a branch of the Yangtze River. A new day has started
in Wanzhou, a district of Chongqging in the center of the Three Gorges Reservoir

Area.

It is a little before 8 a.m. when thirty-six-year-old Liao Hongmei walks out
of her house by the riverside. She climbs up the long stone steps for 5 minutes
before taking a bus to the Three Gorges Textile Company where she works, and
has recently been promoted to the head of a workshop. She walks around to
check the product quality, stopping to speak with workers from time to time. The
young woman, one of the Three Gorges immigrants, was once a farmer, and had
made a living growing vegetables and doing part-time jobs. Now though, she has

become used to her nine-to-five factory job.

In response to the nation’s call to develop the west, the Shandong Ruyi
Group founded its world-class textile company in Wanzhou in 2006. The
recruitment statement attracted thousands of local laborers, Liao being one of
them...In the past five years, Liao and her husband’s salaries have gradually

increased, and now they are able to earn more than 5,000 yuan each month.”

— People’s Daily, front page, October 4, 2012
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. The Regional Transition of China's Manufacturing Industries and Its Impact on
Social Responsibility: the Case of Textile Industry

Chapter |  The Status and Motivation of Regional
Transition of Textile and Apparel Industry in China

I. Transition History of Global Textile and Apparel Industry

The global textile and apparel industry has gone through four development stages, each
essentially characterized by the improvement of production technologies, the restructuring of

production processes and the transition of production locations.

1. Manual spinning stage

As far back as the agricultural age, handicraft production and family workshops played a
major role in textile development. During that period, yarn manufacturing, cloth weaving and
garment processing existed in Asia, Africa, South America and Europe. Both China and India
have long histories in textile production. Fabrics such as silk and cotton from China and India
were sold all over the world, and the two countries were the dominant suppliers in global

textile trade.

2. Mechanical spinning stage

Textile industry entered the mechanical age during the Industrial Revolution in England.
Thanks to the invention of the flying shuttle, and a series of spinning machines, efficiency
was significantly improved. With the establishment of textile factories, production gradually
shifted away from traditional small workshops to an industrialized setting. As the first country
to carry out industrialized textile production, England became the “world factory” and “world

trade centre” for fabrics.

3. Modern spinning stage

After the World War II, up to the 1990s, innovations in spinning equipments and
technologies were constantly refined. The development of modern ring spinners and automatic
looms, along with non-woven technologies contributed to a qualitative breakthrough in
textile production. In particular, the emergence and development of chemical fibers broke

the restriction of dependence on natural materials. The industry moved into a stage of
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The Status and Motivation of Regional Transition of Textile
and Apparel Industry in China

rapid development, and the current pattern of globalized production chain and trade
organization began to take shape. During this stage, developed countries such as the U.S.,

Germany and Japan, became the world’s largest producers of textiles.

4. Intelligent spinning stage

Since the 1990s, the structure of the textile industry has been upgraded steadily
and the scope of product utility has evolved further. After the previous age of expansion
in developed countries, the industry evolved from being labor-intensive to capital and
technology-intensive, and showed a trend towards knowledge-based production. Due
to the large-scale application of e-commerce systems, quick response systems and
dedicated software, the focus of business operations shifted from conventional product
manufacturing to the satisfaction of consumer demands. During this stage, China and the

other developing countries in Southeast Asia grew and developed into the center of the

global textile industry.

B Figure1.1 Transition of Global Textile and Apparel Industry

Source: compiled by the author

As shown above, the global textile production center has returned to its origins
from a geographical perspective. After 200 years of development, however, the return of
production center to its roots is by no means a simple backflow, but the certain outcome
of the evolution of production and trade from local markets to a globalized one. It is also
worth pointing out that along with the multiple transitions in global regional layout of
textile industry, great social changes always take place and have significantly affected

everybody’s daily life.
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The Regional Transition of China's Manufacturing Industries and Its Impact on

Social Responsibility: the Case of Textile Industry

Il. Regional Transition of Textile and Apparel Industry in China

1. Transition Course of Textile and Apparel Industry in China

China has a long history of textile development. As
early as 5000 B.C, weaving of ko-hemp and silk emerged
in the Yellow and Yangtze River Valleys, whilst in 500
B.C, hand reeling machines and treadle looms were
already being used.

The industrialization of China’s textile sector began
sprouting in the middle to late Ming Dynasty. It became
one of the nation’s industrial pillars in the Republic of
China era, and spinning and weaving mills extended
primarily along the coastal areas from Shanghai to
Guangzhou.

After the founding of the People’s Republic of
China in 1949, as a traditional sector with advantages,
the textile industry played an important role in national
economic development. Regional distribution though,
went through substantial changes. From 1949 to 1978,
before Reform and Opening-up, a number of industrial
centers for textile machinery, yarn manufacturing,
weaving, printing and dying were set up in Zhengzhou,
Xi’an, Xianyang, Tianjin, Beijing, Shanghai and so on,
all according to the industrial development strategy set
out during the time of a planned economy. In addition,
several production bases for chemical fibers, such as
viscose rayon and vinylon, were also built in Shanghai,
the Northeast of China, Tianjin and Sichuan. Thus the
textile industry was spread out all over the country. The
regional shift during this period, from centralization to
decentralization, from the southeast to the whole country,
improved the national production capacity, which was

able to meet the needs of the Chinese population and put

18

an end to an era where people had a cloth quota of only
7 chi per capita per year, as it had been in the early days
after the liberation.

After ‘Reform and Opening-up’, i.e., ever since
1979, China has made great efforts to become one of
the world’s largest producers of textiles, and the role of
the market has been increasing in the development of
China’s textile and apparel industry, which was signaled
by the cancellation of the cloth coupon in 1983, 30
years after its adoption. From 1998 to 2000, a series
of reforms were introduced to state-owned enterprises.
Through restrictions on production, rescaling of spinning
mills, personnel reductions and restructuring, great
improvements were achieved in quantity, quality and
efficiency. Furthermore, China’s entry into the WTO
in 2001 brought another great opportunity for China to
make its textile industry bigger and stronger. During
this period, taking advantage of pioneering in opening-
up as well as its unique geographical position, the
eastern region seized the opportunity of the industrial
transition in the developed countries, Hong Kong, Macao
and Taiwan, and received and developed a number of
processing industries which were mainly labor-intensive,
including textile and apparel production.

Induced by the aforesaid factors, a second
regional transfer started in China’s textile and apparel
industry, forming a shift back from decentralization to
centralization, from the whole country to the southeast
region. Alongside this transition were substantial changes

in society and the economy. In positive terms, the
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transition greatly promoted economic development in
southeastern coastal areas, drove economic growth in the
long term, propelled large-scale migrations of surplus
rural workers in the central and western regions to the
southeastern coastal areas, and helped China take half of
the global textile and apparel market. However, it also
brought some negative consequences, including massive
layoffs in the industry in other regions; reions, cutthroat
cutthroat competition among textile enterprises in the
southeastern coastal areas, frequent infringement of labor
rights and heavy environmental pollution.

As a result, a third round of macroscopic regional
transition was triggered at the beginning of the 21st
century. As social and economic conditions changed,

some of the enterprises in the east began to invest in the

central and western regions, thus starting another regional
transition from east to west, and from south to north. This
round of transition transformed the development trend
in China’s textile and apparel industry. In terms of static
layouts, the eastern regions still play a leading role; while
in terms of dynamic layouts, the central and western
regions are contributing more and more to industrial
development. This report will focus on the study of the
characteristics, motivation, policy environment and
enterprise practices of the current transition, and explore
its impact on and interaction with corporate social
responsibility. Unless otherwise specified, the “industrial
transition” referred to hereinafter shall be interpreted
as the regional transition of China’s textile and apparel

industry starting from the beginning of the 21st century.

2. Industrial Transition and Its Static Regional Layout

In terms of static layouts, the five provinces in
eastern coastal areas, i.e., Jiangsu, Zhejiang, Guangdong,
Shandong and Fujian, which were the first movers after
China’s Reform and Opening-up, took the initiative
to vigorously develop the textile industry, expanded
production capacity and improved the industrial system
by making full use of their advantages in systems, funds,
talent, market and geographic position. They fully
grasped the historic opportunity brought by the changes
in circumstances at home and abroad during that time.
Although the third round of transition started in those
regions, they are still the current center of China’s textile
industry. In recent years, key indicators such as industrial

output, employment and export levels in the five

provinces still account for more than 70% of the national
textile industry.

Because of relatively tardy development, and a less
advantageous geographic position, the textile industry
is still rather small in the central provinces of Henan,
Hubei, Hunan, Anhui and Jiangxi, all of which played an
important part in the industry before the second transition,
and enjoyed abundant labor and advantages in resources,
including raw materials. It is also true to the western
provinces, including Xinjiang, Shaanxi and Sichuan, and
three northeastern provinces, i.e., Heilongjiang, Jilin and
Liaoning, though they have already laid foundations to

improve the situation.
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(1) Regional Distribution of Production of Textile and Apparel Industry

These five eastern provinces are the mainstay in the production layout of the textile and

apparel industry in China. The specific status in 2012 is shown in the following diagram.
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m Figure1.2 Textile and Apparel Production Distribution in China (2012)

Source: National Bureau of Statistics of China

According to statistics, textile enterprises above designated size in the five eastern provinces

cumulatively generated 4131.835 billion Yuan in gross industrial output value in 2012, accounting

for 71.47% of all textile enterprises above designated size in China.
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(2) Regional Distribution of Employment in Textile and Apparel Industry

In regard to the employment in China’s textile and apparel industry, the five provinces also post the highest rate.

The situation in 2012 is shown in the following diagram.

B rore than 1 milion ~ 0.2 million to 0.3 million

" 06 milion to 1 million = 0.1 million to 0.2 million
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® Figure1.3 Regional Distribution of Employment in Textile and Apparel Industry in China (2012)

Source: National Bureau of Statistics of China (the data is that of enterprises above designated size for

January-November 2012)

According to statistics, the textile enterprises above a designated size in the five eastern provinces employed 6.6977
million workers in the period of January to November 2012, accounting for 68.28% of all textile enterprises above a

designated size in China, which employed a total of 9.8096 million workers in this period.

21



. The Regional Transition of China's Manufacturing Industries and Its Impact on
Social Responsibility: the Case of Textile Industry

(3) Regional Distribution of Export of Textile and Apparel Products

Benefiting from advantages in geographic position and faster development, enterprises
in the eastern coastal areas are the main exporters of China’s textile and apparel products. The

situation in 2012 is shown in the following diagram.
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m Figure1.4 Regional Distribution of Export of Textile and Apparel Products in China (2012)

Source: China Customs

According to statistics, the textile enterprises in the five eastern provinces cumulatively

exported $187.939 billion worth of textile and apparel products in 2012, accounting for 71.58%

of the national total.
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