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THE ALLIANCE PROJECT

The Alliance Project, based at New Economy, was established to examine the
potential for repatriating textiles manufacturing to the UK. The team led and
delivered one of the largest picces of research, with both industry and retailers,

to understand the opportunities for growth in the UK’s textiles sector, and the
barriers that would prevent the sector realising its true growth potential. The work
‘was commissioned by Lord David Alliance and Greater Manchester Combined
Authority (GMCA) with the support of Government through the Department for
Business, Innovation and Skills. This report is a result of this research and identifies
a range of recommendations which Government accepted in full. The Alliance
Project was asked to continue work focussing on four key area s, investment,
innovation, and reconnecting supply and demand.

NBROWN GROUP

The group, and its principal subsidiary, JD Williams and Company Ltd, is a leading
internet and catalogue home shopping company, with over 140 years of experience in
the distance shopping market. It has an extensive ranges of value products, principally
clothing, footwear, household and electrical goods. Its brands include SimplyBe,

High and Mighty and Jacamo and it has strong trading success through new brand
development, niche acquisitions and strong internet presence.

GREATER MANCHESTER COMBINED AUTHORITY

Greater Manchester Combined Authority (GMCA) is a unique model of governance
for a city region. It is a statutory body with its functions set out in legislation and
builds on the Association of Greater Authorities ion between
Bolton, Bury, Manchester, Oldham, Rochdale, Salford, Stockport, Tameside, Trafford,
and Wigan. It oversees functions which cover the Greater Manchester area, including
powers over public transport, skills, housing, regeneration, waste management, carbon
neutrality and planning.
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FOREWORD

This report is the biggest study in twenty years on supply and demand in UK textile
manufacture. None of this would have happened without three main parties, Lord
Alliance, the Greater Manchester Combined Authority and Vince Cable. This report
is a testament to all three and proof that local government working with industry can
affect real change. GMCA and NBrown used this research to successfully establish
the first ever UK i fund for textile ing which is featured in

the sister report also launched today. Government asked us to work with KPMG to
independently verify our figures and their credibility hugely helped get the retailers
to part with commercial confidential data without which our report wouldn’t exist.

However, the real stars of the report are the manufacturers themselves who have
not only survived decades of offshoring and the global recession, but are investing and
growing. Government, national and local, are essential enablers but the real drivers are
the companies themselves.

‘Without the 200 manufactures and sixteen national retailers we would have no
real data. They were very generous with their time and knowledge, some of them have
been involved continuously over the last two years. I would particularly mention M&S,
and the other retailers who gave the research huge credibility by sharing their data
with KPMG for our report.

Both the British Fashion Council and the UK Fashion Textile Association, the
industries two leading trade bodies, have also been integral to the project and are
very valued partners.

Finally, we would like to offer special thanks to New Economy and specifically
Rupert Greenhalgh who has acted as Head of Research for the Alliance Project over
the last two years. His work is of the highest standard.

Lorna Fitzsimons
Director
Alliance Project
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Executive Summary

This report presents the main findings from a two year
research project conducted by The Alliance Project into the
potential for repatriating textiles manufacturing to the UK.
The research on supply and demand also considered market
failure to establish if Government action was needed. The
work was commissioned by Lord David Alliance and the
Greater Manchester Combined Authority (GMCA), with
the support of Government through the Department for
Business, Innovation and Skills. We were asked to report
our initial findings to Government with recommendations
last year, this is the second and final part of the report.

The research explores the viability of growth in parts
of the UK textiles industry, the opportunities that can be
supported, and how inhibitors can be overcome. It was
developed in light of growing change in the global textiles
market. In apparel and homeware this is primarily led
by a change in consumer behaviour globally — but most
significantly in the UK; and the success of British design and
‘brand Britain’. In technical textiles, this is due to the wider
global change bringing supply closer to markets, securing

‘manufacturing firms, many of whom are already growing
or aim to grow in the next few years.

The research proved there are already established
markets for UK textiles manufacturing, finding that there
are £9bn textiles currently annually manufactured here.

If the self-employed and sole traders are included, the figure
rises to well over £11bn." Due to the drivers of growth
outlined in this report this is set to increase, with growth
equally driven by re-shoring and increasing exports.

However, whilst textiles is one of the oldest made
markets in the world, there is market failure in the UK due
to decades of offshoring. One of the most urgent failures
Government and industry need to address is an aging
workforce, with a lack of skills provision and the image
of the industry — which is prohibitive to new recruits.

The good news is that the report’s findings show that there
is a thriving and world class textile manufacturing base

in the UK that is investing and growing, with new markets
coming on-line all the time. The challenge for Government
and industry is how to capitalise on this growth with a

supply, and our globally comp: niche

Rising wage rates in the hitherto cheaper labour
markets is often cited as the primary driver, but although
there has, and will continue to be, a levelling out of labour
and production costs, we found these not to be the main
contributors. It should be noted that the UK still has one
of the highest energy costs in any of our competitor markets
due to the way our energy market is structured.

The Alliance Project research has become the most
in-depth research on UK textile manufacture supply and
demand in two decades. Interviews were held during
2013 and 2014 with over 200 manufacturers, with sixteen
‘major high street retailers, university and college staff, and
fashion and textiles manufacturing students. We have also
used the detailed information gathered by the NBrown
Textile Growth Programme, the UK’s first public-private
textile investment fund, which over the last year, has been
investing in UK textiles manufacturing companies.

The report focuses equally upon the actions and
perspectives of major UK retailers and brands, and UK
textile manufacturers. In the UK textiles sector, the prime
retailers dwarf the largest manufacturers in terms of turnover
~ they are the power-players — but they are resolutely not
*Primes” or Original Equipment Manufacturers (OEMs),
in the UK textile supply chain as is often wrongly thought,
including by Government. As such the research highlights
the barriers to growth faced by a supply chain with no
‘OEMs, which is predominantly micro-size and small

1. The production value of the sector is over £11 bllion when slf-employed, sole

y y P
organisations. I fashion design,clothing, media, fashion rtail and cosmetics are
included - the figure rises o ver £26 bilion (Brtsh Fashion Councl)
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supply chain with no OEM’s,
or large ‘Prime’ manufactures, to act as enablers in the
UK textile manufacturing ecosystem.

It should be noted that our initial report for Government
estimates that over the next five years the 5,000 new jobs
would be created in the UK in textile manufacturing. The
Governments own data says this was achieved in 2013.
PwC reviewed our work and concluded our optimism bias
had been too harsh, and the figure could be upwards of
20,000 new jobs.

In this executive summary are a set of key
recommendations which, if government and industry
respond to, will help realise opportunities for jobs and
growth in some of the hardest to reach areas of the UK
economy where textile manufacturing is still
most prevalent.

Key Findings 1
- Market Opportunities

« Textiles still makes a significant contribution to the

UK economy, both in terms of economic output and

employment, whilst also providing considerable support

to the UK Exchequer.

The total production value of UK textiles is worth just

under £9bn and growing (excluding the self-employed

and sole traders etc. See source: % and supports 90,000

t0 100,000 employees in firms within key areas of the

UK. According to the latest national statistics, there

has been a net increase of 5,000 employees between

2012 and 2013.*

+ The UK is the 15th largest textiles manufacturer in the
world, with the value of production growing since 2009,
and export growth across most areas of apparel since

overseas can exceed premiums paid for faster, smaller
runs from UK manufacturers; and
~ increasing costs in competing countries (energy, labour,
transport material inputs) and currency fluctuations are
reinforcing these trends.
As a result, retailers are now investing in on-shore
facilities. River Island, ASOS and John Lewis are three
significant leaders in this move. M&S have launched
British womenswear and menswear lines, and other
retailers across the price ranges are keenly trying to
source more UK supply.
The sourcing models being developed can be broken
down into those retailers that are investing in their own
direct manufacture supply capability, those that have

1990. Although i is fierce, the

is huge. The global apparel market alone has a total value
of just under £1.3 trillion (2014). This excludes the market
for homeware and other manufactured textiles.

« Significant capability still exists in traditional sectors

such as yarn spinning, knitting, weaving and making-up

(Cut Make Trim/CMT), alongside growth in technical

textiles, materials and composites; and key clusters

of production are located within some of the textiles

industrial heartlands of Greater Manchester, Lancashire,

West Yorkshire, East Midlands and Scotland.

These headline facts support the case made by the

original research undertaken by KPMG and The Alliance

Project on opportunities for growth in the textiles

sector. The growth opportunity is also reflected in the

success of the current NBrown National Textiles Growth

Programme (Regional growth Fund Round Four),

running from January 2014 to summer 2015, which

by January 2015 is already supporting 1,625 jobs.

The rationale for sourcing from low cost countries

has weakened. This is because:

— Consumer behaviour is demanding shorter lead times
from origination to ‘shop-floor.” This is known as fast
fashion and keeping up with the latest trends can be
challenging for UK retailers with longer and more
complex supply chains;

— fashion is driving-up demand for UK-made homeware;

— retailers are increasingly realising that the benefits
of on-shoring, such as reduced ‘margin erosion’ and
inventory risk, can offset additional unit production
costs. The costs of discounting bulk bought stock from

2. Source: Euromonitor databank using SIC codes 17 & 18 together worth
E58hn - i

Review

fortexties

Source:
selfemployed

P > trade with a few suppliers,
and those that have launched ‘British’ ranges but source
from several manufacturers across the UK depending

on product and styles required. Further implications of
these are covered in the main report.

The economic case for repatriation is clearer where the
demand for short lead times is acute, quality control and
provenance are important, and where manufacturers

have a significant design input. Critically, where a retailer
charges a premium for these characteristics, high enough
‘margin can be made by manufacturing in the UK.

As a result of the cost and consumer drivers, high-end
and mid-market apparel, fast fashion, luxury clothing and
homeware products are the areas where the proposition
for repatriation is strongest. The more added value in the
manufacture process, from design, to digital and panel
printing, jersey and jacquard, embroidery and knitwear,
the more the market can be made in the UK.

There are viable markets in other segments, particularly
where the product is low spec and can be manufactured in
a highly automated manner like hosiery and socks. Hence
the on-shoring that has, and is, happening in this sector.
However, for undifferentiated products (staples) cconomic
considerations mean that, for a number of products, the
UK will stay uncompetitive on cost for some time. This
is exacerbated by generous government subsidics in some
competitor countries.

In technical textiles the high value of our niche
‘manufacturers is powering increased demand initially
through offshore markets but increasingly onshore as well.
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Key Findings 2
- Barriers to Growth

* A significant barrier to realising the retailer demand
is their lack of knowledge about the UK supply base.
Buyers are often in their 20s, do not remember when
most clothes were domestically sourced, and are
often rotated between posts, hampering the ability
to build relationships.
+ An aging workforce, endemic skill shortages (especially
Cut Make Trim/machinists) and lack of investment
are the critical barriers that are threatening the UK’s
existing supply base. Most notably the growth in export
markets for luxury and high-end fashion, as well
as domestic demand for bespoke homeware.
* Other barriers to growth include:
— Asymmetry between retailers of a global scale
and micro suppliers, typically employing less than
ten employees, which can leave UK

Key Findings 3
- The Value of Intervention

« Despite these barriers, the research identifies a very
high quality and resilient micro-supply chain, many
of whom are supplying larger manufacturers and high
street retailers as well as exporting successfully.
Textiles firms are diversifying into higher value
opportunities in technical textiles, which are well
integrated with much other advanced manufacturing
e.g. medical textiles, civil engineering, industrial
materials, automotive and aerospace, and ICT/smart
garments — supporting Governments ambitions

to rebalance the economy.

« Importantly, most UK textiles manufacturing is
concentrated in localities with high levels of public
sector spending; within areas that have higher than
average proportions of long-term unemployed, youth

exposed to the market power of retailers and often
unable to quickly service large orders;

— the predominantly micro-size nature of the supply
chain which can hamper information exchanges,
supply chain integration, and major investments;

— long-term confidence of manufacturers in retailers
placing larger, sustained orders;

— addressing the image of the textiles industry which
is often thought of by potential entrants — particularly
teenagers — in terms of ‘sweat-shops” and not the
more typical opportunities in high-tech and fashion-
related premises;

— alack of ‘Prime’ manufacturers to invest in research,

innovation and upskilling — the decline of UK textiles

manufacturing in the early twentieth century was
hastened more by underinvestment in implementing
technology rather than developing it; and

retailer payment terms being less regulated in the UK.

than many other countries mean that UK suppliers

often wait longer for payment than foreign competitors.

REPATRIATION OF UK TEXTILES MANUFACTURE

. , and BME residents.

« If Government is minded to help develop the textiles
sector to meet its potential, strong consideration should
be given to addressing barriers to jobs and growth.

It is critical to enable retailers to develop their knowledge
base about UK suppliers and to help firms invest in an
immediate pipeline of skills. It will also be important to
support micro and small firms to: scale their operations,
re-invest in supply-chain technologies, collaborate to
secure larger orders; and address payment terms which
may act as a brake on growth.

Much has already been achieved through the delivery
of the NBrown National Textiles Growth Programme

— funded by the Government’s Regional Growth Fund
(Round 4). Tn the first twelve months of operation
(January to carly December 2014) the RGF Programme
has funded 94 projects worth a total value of £38.8
Million by using £9.2 Million grant to leverage £29.6
Million private investment, supporting 1,625 jobs;

and creating 115 apprentices.
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RECOMMENDATIONS

Addressing the critical issues outlined below will
continue to ensure that the UK textiles sector capitalises
on the emerging opportunities for growth. The Alliance
Project continues to work on ways to support the
realignment of textiles supply to meet demand, with

the expectation that additional growth and jobs will
flow from this investment immediately.

The fragmented nature of UK textiles manufacturing
and its supply chains makes support from prime retailers,
trade bodies and government particularly important if the
economic opportunities the sector is currently experiencing
are to be exploited broadly and quickly. The Alliance
Project strongly recommends that the private sector
continue to lead solutions for growth, but this can only
be enabled by Government support.

Recommendation 1: Help industry
map the supply chain nationally and
develop a sourcing asset register

* To realise the growth opportunity in the UK there
is a need to continue mapping the supply chain as piloted
in Greater Manchester. A national database, as used in
other industries, facilitating domestic and foreign buyers
to source production in the UK will address the sectoral
information exchange failures identified in the research.
These powerful market failures inhibit firms from using
UK suppliers. Such information will also support the
growth in overseas trade, as well as inward investment —
promoting British manufacturer’s capabilities.

+ Akey to the success of the pilot in Greater Manchester
was that it was co-led by industry and local government.
This helped establish ownership, momentum and
relationships between industry and the public sector,
which proved invaluable for business development and
sharing opportunities for growth through enquiries to
the asset register; and connections to major UK retailers.
To replicate this success nationally, the UK Government
should work with industry partners.

1"

Recommendation 2: Support national
and international trade fairs

To further address the information divide and asymmetry
in the UK market there is a need to support meet-the-
buyer manufacturing events that will help raise the
profile of the sector, both nationally and internationally.
Such events are frequently held in other major textile
‘manufacturing nations, offering general networking,
meet-the-buyer event and workshops.

Due to the micro-nature of the supply chain, few UK
manufacturers have the resources to fund this type of
event. Although retailers have shown some interest in
offering support, much of their sourcing is conducted
overseas and therefore Government support and trade
body sponsorship is necessary to overcome funding
gaps and to accelerate the connectivity and growth

of UK textiles manufacturing.

Recommendation 3: Address
immediate skill shortages alongside
image and branding of the sector

* There is a need to urgently address two key issues: the
immediate skills shortage; and the image of the industry.
Skills shortages, especially in Cut-Make-Trim (CMT), are
acutely evidenced in the research, alongside growing skill
needs emerging from rising demand in the luxury and
fast-fashion sectors and in bespoke homeware. Overall,
the number of skilled entrants into textiles needs to be
increased if the current workforce size is to be retained.
Additional support will be needed to change young
people’s perceptions of the sector with appropriate labour
market information, advice and guidance. Working with
schools and colleges to promote good career pathways in
the industry will be key.

Further work is required to identify latent skills in the
labour market that can be more readily deployed, meeting
immediate employer need and giving time to develop a
longer term skills pipeline. This will include assistance
to support moving people from the informal to formal
labour market, most notably in the Black and Minority
Ethnic community.
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L
in the micro-size UK supply chain

+ The emerging growth potential, allied to the micro-
size nature of the sector’s firms, highlights the need for
dedicated textile ing business

Recommendation 6: Address
the issue of payment terms

Not dissimilar to the challenges faced by the food
manufacturing industry, payment terms are creating

programmes. Key aims should be to build upon the

success of the current NBrown National Textiles

Growth Programme to:

— Provide investment to support the scaling-up
of micro-enterprises into SMEs;

— encourage collaboration and consortia, as government
has done in the acrospace and automotive sectors, to cost
effectively support training, trade and investment;

— support the establishment of manufacturing ‘Primes’
that generate supply chain ‘spill-overs’; and investment
to grow SMESs that will support the development of
micro-size firms; and

— support investment to secure growth opportunities
in the ‘circular economy” including the re-use and
recycling of existing textiles resources, and generating
new substitute materials.

R, dation 5: S

: Support for
product and process innovation

* Research with retailers and manufacturers emphasises
the growing importance of design and innovation in
driving the success of the sector. The lack of large supply-
chain ‘Primes’ highlights the need to develop stronger
linkages between firms and local universities/colleges —
including access to state-of-the art facilities that will
help to recruit, promote, and develop future innovation.

* With encouragement from Government, retailers have
the potential to develop their role as Primes in supply
chains, as indeed many of them already do with offshore
suppliers.

« Industry, working with government, universities, and
other public/private support agencies should deliver
a physical space for industry that will drive innovation
and excellence. This will enable and foster networking
and collaboration between industry and globally
recruited ‘world-class’ talent from the disciplines
of Design, Fashion, Manufacturing and Engineering.
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in the textiles supply chain and driving
chronic short-termism. These factors were particularly
acute in micro-size firms and if addressed would create
a much stronger incentive and ability for firms to invest
and grow.

Promoting and rewarding good practice and the use

of new financial tools, such as payment intermediaries,
could help in the short-term and enable further longer-
term solutions.

12




1

Background and aims

Background and aims

11

This report synthesises the main findings from

different strands of research undertaken as part of the

Alliance Project, a fast moving initiative ongoing in

Greater Manchester to establish a business case for

the repatriation of textile manufacturing to Britain.

This work represents the most in-depth research

on UK textile manufacture supply and demand

in two decades. It includes interviews with major

high street retailers, interviews with over two

hundred manufacturers — and engagement with

over three hundred firms in the NBrown National

Textiles Growth Programme; and focus groups

with University and College staff and students from

fashion & textiles courses. *

The primary aims of the research are:

« To research the proposition for both re-shoring and

scaling up the UK'’s textiles sector, by identifying if

any markets are viable, and if so stating which; and

to understand what barriers to growth are

inhibiting these opportunities, if proven.

These aims also raise a number of additional implicit

questions which the research also seeks to address,

including:

* What is the size of the existing UK textiles sector

(jobs and production) and its markets?

‘Where do the economics favour opportunities

for scaling up growth?

Where will, or could investment come to support

the sectors development?

What needs to happen to enable this?

* What could the role for Government be to help
capture the opportunity?

* What are the market failures which Government,
working with industry can address?

4 NBrown National Texiles Growth Programme: The Government's Regional Growth

led 12 s 1,000 extiles
jobs n the UK. Grants and bespoke textiles expertse are availabl to business for
Capitaland revenue expenditure up o summer 2015
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Structure of the report
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The remainder of the report is structured around
the following sections:

Section 2: Economic context, including the current
position, scale and performance of UK textiles
‘manufacturing and global market for textiles.
Section 3: Demand side drivers of change affecting
the growth in UK sourced textiles.

Section 4: Supply side factors affecting UK firms’
ability to respond to current and potential growth
opportuni
Section 5: Issues to address and recommendations
to help secure jobs and growth in UK textiles.
This section gives a summary of the major areas
of growth and the support needed to realise these
opportunities.

14

2 Economic
context




2 Economic context

21 This chapter highlights the scale and performance
of the global textiles sector and the UK textiles sector
in terms of: production value, exports and imports by
product area, and employment. Sector definitions are

shown in the annex and data sourced throughout.

Global textiles market
growth forecast

22 The global market for textiles is sig
As shown in Figure 1, global apparel sales alone
arc estimated at just under £1.3 trillion globally
in 2014. Asia-Pacific makes-up £520 billion
of this. Worldwide demand for textiles is forecast
to increase, reflecting growing global population,
rising to a forecast £1.4 trillion by 2017.

2.3 Reflecting broader economic conditions, growth in
the demand for textiles is expected to be particularly

strong in Asia Pacific, alongside growth in the
Middle East and Latin America.

24 Growth in Asia Pacific is mainly driven by China,
with Chinese customers currently making half of the
luxury purchases in all of Asia. The global luxury

goods sector s estimated to grow by 10%, with a

total global revenue of €212 billion (£182 billion). *¢

Figure 1: Global apparel market growth forecast, 2008
1020177

5. Source: Bain & Company (2012): 2012 Luxury Goods Worldwide Market Study
6. Source: Drapers (Fabruary 2013) Luxury Boom Predicted (press artcle)
Source: Euromonitor d 1904

UK textiles — in context

Textiles and clothing manufacturing is a long
established industry in the UK. Significant capability
still exists in traditional arcas such as yarn spinning,
knitting, weaving and making-up (Cut Make Trim/
CMT), alongside growth in technical textiles,
materials and composites.

Market value and scale

UK textiles production, particularly apparel and

, still i ignifi to the
national economy. Within the UK, the textiles
sector has a total production value — verified
through KPMG and New Economy research —
as £9 billion and growing. ¥ The total production
figure includes businesses that manufacture textiles
(60% of turnover), clothes (30%) and leather
& related products (11%). This report refers
to all three as ‘textiles’.”
The Office for National Statistics and Oxford
Economics " estimate the Gross Value Added by the
core textiles manufacturing sector (defined in annex
1) as four to five billion. GVA represents the total
value of profits and wages paid to staff in the textiles
sector, corresponding to 3% to 4% of the total value
added by UK manufacturing — and similar in size
to the UK’s electrical equipment sector. Total export
sales in 2013 was just under £8 billion, up £500m
on the previous year. !
Studies have illustrated the Gross Value Added
of the wider industry which encompasses all parts
of British “fashion’, takes the total to a considerable
GVA £26bn contribution to the UK’s economy; and
800,000 jobs across industry sub-sectors including:
designer fashion, outerwear, underwear, sportswear,
workwear, retail and wholesaling, creative media
and fashion textiles manufacturing. '
As the industry has modernised, increasing emphas
has been placed on activities such as branding,
distribution, supply chain management, and
specialisation within particular markets. This has helped
the sector remain resilient in the face of stiff competition
overseas, in particular the growth in manufacturing
in Asia and the Far East from 2000 onwards.

9. Saurce: Offce for National Sttistics (2014): Changing Shape of UK Manufacturing

il

Growth Rate
8. Source: Euromonitor - Total prodiuction value
2013)

(ross) excluding the sel-employed
K

): Repatration of U
(unpublished)
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10. Source: Oxford Economics (2014); GM Forccasting Model
11, Source: World v

aspx?Language=F {accessed November 2014}: and Office for National Statistcs:
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Companies that have been able to invest in modern
equipment and design facilities are reaping the
benefit in terms of quality, cost, flexibility, and speed
of order delivery. Leading global brands are sourcing
from the UK because of its reputation for quality and
innovation, combined with the attraction of heritage
brands. This gives the UK a competitive edge.

The textiles sector has also experienced significant
diversification, such that UK textile manufacturing
occupies an important position in the supply chains
of domestic industries as diverse and far ranging

as medical-texti o e

3

Technical textile products are synonymous with

the servicing of a number of end-user products e.g.
providing advanced materials to service the needs of
anumber of end user markets and industry sectors,
including: Automotive; composite materials; industrial
filtration; biotechnology; nanotechnology; geo-
textiles; performance work-wear and technical/smart
garments, that are detailed further in Table 1.

The key sub-sectors within Technical Textiles, in
which UK companies are thri
fabrics — based mostly on dry-laid staple fibre

housing and home furnishings, industrial materials,
automotive, auto-sport and acrospace components;
and across a full range of apparel products:
underwear, outerwear, sports and workwear.

Technical textiles

A significant technical textile industry has emerged
in the UK in recent decades, consisting of: a number
of major publicly listed companies with headquarters
in the UK operations belonging to companies whose
headquarters are overseas; and a substantial tier of
small and medium-size enterprises (SMEs) which have
proved to be particularly resilient in the face of overseas
competition and adept at finding profitable niche
markets and applications for their products. In addition,
significant activity in technical textiles research and
development is carried out in UK universities, research
institutes, and specialist textiles texting companies.
Specialist and technical textiles are growing areas
for traditional textile companies to diversify into,
with many firms seeking new opportunities in
higher value manufacturing. Estimates suggest that
technical textiles contributes £1.5bn to £2bn to the
UK’s economy. "* Many workwear and performance
textiles firms interviewed in this study highlighted
their links to other advanced manufacturing sectors,
for example flame and heat retardant materials.

The vast majority of technical textile SMEs are
located in the areas that form part of the UK’s former
“textiles industrial heartland”, namely Greater
Manchester, Lancashire and Yorkshire, and in the
regions around Leicester and Nottingham, shown

in figure 2.

12.Source: Briish Fashion Council 2014 The Value ofthe UK fashion Sector

(Oxfor

=

woven, warp knitted and/or stitch-
bonded fabrics which form the basis for composites
—and ‘Multi-axial’ fabrics that allow composite
manufacturers to process multiple layers of
unidirectional fibres, the optimum fibre form,

in a single fabric and/or 3D structures.

There are clear links to the UK’s leading companies
and successes in the advanced materials and
composites sector where the UK expertisc is applicd
in acrospace, high-performance cars and wind
energy; and quickly expanding into other product
areas. Despite these advances, the UK composites
strategy recognises that the technical textiles

and composites sector is fragmented resulting in
co-ordination failures as few firms have the critical
mass to invest in equipment to make structures

at the speed industry requires. '

Recent international research work with garment
and technology firms highlights further growth
opportunities in smart fabrics and smart garments,
integrating sensors and micro-chips into fashion.
Grand View Research (US Consulting Firm),
estimate the size of the global smart textile market
as worth USD$290 million in 2012 and expect

it to exceed USDS 1.5 billion by 2020. '

14, Souree: Texsles Intelligence Limited (2014): The UK Technical Texiles Industry
(Part 1 Five Large Producers and UK aperations o forcign companics; and Part 2

media/62/16356.pdf faccessed November 2014) The fashion industry’ dircet
aop " Vir

15, Comy 2y (BIS 2009)as “Steuctural Fibre-

marketing, media cte

13. Source: UK Technieal Textils: A Strategy for Growth

16.Source: Grand View Research (2014): Smart Txtiles Masket Anlysis And Segment
Forecasts To 2
tentles-indusr

jsccessed November 2014]
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SECTOR EXAMPLE PRODUCT

Automotive « Airbags and seat belts

« Upholstery yarns and fabrics

« Needle-punched headliners, carpets. boot-liners,
sound-proofing and insulation

« Lightweight non-wovens used in filters

« Tyre cord fabrics clothing for space suits — lightweight
and highly flexible

« Mechanical rubber goods i.. brake hoses and belts

« Various composite components.

MARKETS/DRIVERS OF CHANGE

+ European ‘space race’ and potential commercial flights.

- Continuous reviewing of safety standards.

+ New materials producing improved performances Improved
flexibility raising new standards creating new markets,

« Aerospace components (tails, wings, fusclages propellers)
* Boat and scull hulls
- Bicycle frames and racing car bodies
« Fishing rods, storage tanks, and baseball bats
« Boeing 787 structure, including the wings and fuselage
is composed largely of composites.

Composite materials

*0Tw-23(n)-2.5Q
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Productivity and wages

2.19 In terms of productivity, the textiles sector has

a Gross Value Added per employee (excluding
self-employed) of £50,000. This is higher than the
average across all sectors in the UK of £44,000, but
below the average for all manufacturing £57,000."
The productivity of an industry partly determines
how much can be paid to employees. The textile
industry has an average weekly wage of £371.2

This compares with an average weekly wage of £564
for manufacturing as a whole. Despite this disparity,
wage levels within key textiles occupations such

as skilled garment manufacturing jobs are broadly
similar across the country with an average of £19,000
per annum, ranging from £23,000 per annum in
Scotland to £17,000 in the East Midlands.*'

2.2

S

Clusters of textiles
manufacturing employment

2.21  Whilst the sector has seen a decline in both
employment and production nationally over the last
15 years, it still contributes an estimated 90,000 to
100,000 jobs in the UK. However, including self-
employed, sole traders, and employees in other non-
manufacturing, textiles laundry services and textile
testing services puts the figure much higher.
Interviews with employers and data from the Inter
Departmental Business (The Governments own
cross-department database of firms) confirms that
the sector is mostly micro-size in nature and remains
highly fragmented. Almost 90% of UK textiles
enterprises have under twenty employees and 80%
have under ten employees (excluding self-employed).
Only 4% of UK firms employ over 50 people. *
The following section shows a map of the

textiles sector across Great Britain. It illustrates

the main geographic concentrations including

an area extending from Greater Manchester to
West Yorkshire and South Lancashire (which

is centred upon Rochdale, Oldham, Tameside

and Kirklees) where textiles remains central to
future manufacturing ambitions. Other major
centres include: Leicestershire, Derbyshire,

o
Y
3

~
i
>

19, Source: New Economy and the Greater Manchester Forecasting Mode, withfoca,
regional and national data & forccasts
20, Source: ONS (2014): Changing Shape of UK Manufacturing - Texiles Releas:

manufacturing-textiles index html
21, Souree: ON:

mean wages per annum)
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2.2

4

bg

Nottinghamshire, Rutland and Northamptonshire,
Eastern Scotland and South Western Scotland,
and Inner London.
The densest concentrations of textiles activity in
the UK are found within the city region areas of
Greater Manchester, Leicester & Leicestershire,
West Yorkshire, Derbyshire & Nottinghamshire,
and Lancashire, shown in table 2. These areas
combined, account for 44,000 employees in the
UK, just under half the total number of people
employed in the sector nationally. Within these
areas Greater Manchester contributes the most in
terms of employment, with an estimated 11,300 jobs
i If-employed and sole-traders), and an
economic output of £600 million to £700 million —
over half the economic output from the sector in the
North West.
As shown in table 2, analysis of sub-sectors within
textiles indicates that Greater Manchester has one
of the largest concentrations of garment and knitted
clothing sectors in the UK (totalling 4,000 jobs),
second only to Leicestershire (6,900 jobs). Greater
Manchester also has one of the largest concentrations
of homeware textiles in the UK, employing 3,000.
Whereas West Yorkshire has one of the largest
spinning and weaving sectors, employing 2,900
— excluding those also employed in new technical
textiles industries and textiles finishing.

22 Source: ONS Business Register and Employment Survey 2013, Full and pare-time
in employment - ONS texties defniton
23 Source: Creative Skillset, unpublished
24 Source: ONS Inter-Departmental Business Register (2014): Local Enterprise
Unitcounts - ONS textiles definition
25.Source: Oxford Manchester E
Output 2013 (2014 release)
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Figure 2: Major centres of textiles employment in the UK, Table 2: Employment (excluding self-cmployed) for selected
employment levels, 2013 benchmarks with the highest levels of textiles cmployment, 201327

TOP10: LOCAL ENTERPRISE TOTAL: SPINNING, DYEINGAND  CARPETS, OTHER HOMEWARES
PARTNERSHIP (OR NUTS2/CITY TEXTILES WEAVING, FINISHING RUGS, CORDS, TECHNICAL & - SOFT
MO0 BT REGION AREAS WHERE DATA MANUFACTU-  KNITTED ROPES INDUSTRIAL  FURNISHINGS
u 7‘50 b3 "Oéu (13) y COVERS SCOTLAND) RING CLOTH TEXTILES
3 500 10 750 (15) Greater Manchester 11,300 900 600 900 700 3,000
250110 500.(45) Leicester & Leicestershire 10,700 700 1,900 0 400 500
smeEd) West Yorkshire 8,500 2,900 800 900 400 1,500
Derbyshire & Nottinghamshire 7,500 700 500 c 500 2,500
Lancashire 6,100 600 600 300 400 1,500
London 5.900 100 300 0 o 800
Eastern Scotland 4,000 1,200 400 c 300 700
South Western Scotland 3.300 300 200 300 200 800
South East Midlands 2,800 0 100 100 100 300
Northamptonshire 2,500 c 100 0 c 300
Great Britain 92,800 8,900 8,100 4,900 5,100 22,800
England & Wales 84,000 7.200 7400 4,500 4,600 21000
Scotland 8,800 1,800 700 400 500 1,800
TOP10: LOCAL ENTERPRISE CLOTHING:  CLOTHING:  CLOTHING:  LEATHER OTHER WHOLESALE
PARTNERSHIP (OR NUTS2/CITY LEATHER & UNDERWEAR/  AND APPAREL  ACCESSORY TEXTILES OF TEXTILES
REGION AREAS WHERE DATA WORKWEAR ~ OUTERWEAR - HOSIERY AND MANUFACT-  AND.
COVERS SCOTLAND) FOOTWEAR URING N.E.C. CLOTHING
Greater Manchester 400 2,400 1,200 1,100 300 7,800
Leicester & Leicestershire 300 5,100 1.600 100 200 3,100
West Yorkshire 200 1,500 0 0 400 2,300
Derbyshire & Nottinghamshire 100 1,500 1100 0 400 3200
Lancashire 300 900 o 1,300 200 2,300
London 200 3.900 o 400 100 13,000
Eastern Scotland 0 200 1100 0 0 2,100
South Western Scotland 100 600 100 700 100 1,300
South East Midlands 100 700 o 1,300 o 1,600
Northamptonshire 0 600 0 1,400 100 900
Great Britain 3400 23,100 5,500 8,500 2,600 55,500
England & Wales 3.200 21,700 4,200 7,800 2,500 52,000
Scotland 200 1400 1,200 700 100 3,500

26 Souree: s Empi
Survey data, 2013 Figures exclude self-employed {published October 2014}

275 200 dix for
Standard Indostrial Classification Codes C = Confidential under he I947 Statistics
of Trads 00nec,
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The importance of Scotland’s textiles
industry and supply linkages

2.26 Table 2 shows the importance of Scotland’s textiles
sector — totalling just under 9,000 employees,
working in over 500 firms generating a turnover

of £800 million (and £400m export sales).”* The
majority of textiles and garment manufacturing
are found in Eastern Scotland and South Western
Scotland (totalling 7,300 employees) mostly

in knitwear and homewares.

The intra-reliance of the English and Scottish

cloth and tailoring industries means that textiles
manufacturers in England contribute significantly
to the value chains of high value, typically luxury,
products that are exported from Scotland. In
particular, the wool spinning, dyeing and finishing,
and textiles manufacturers based in Greater
Manchester and West Yorkshire. >

The clustering of weaving and dyeing/finishing
manufacturers and associated workforce skills have
given the firms in these areas the capability and
capacity needed by Scotland’s textiles sector.
However, the industry remains heavily reliant on a
small core of firms supplying the majority of: woollen
yarns, contract weaning, and dyeing services that —
outside a small number of vertically integrates mills
~no longer exist in sufficient supply in Scotland.
These findings suggest that a coordinated approach
needs to be maintained to develop the UK’s textiles
sector, both across the key sub-sectors of the supply
chain, as well as geographically in the clusters of
textiles manufacturing that exist throughout the UK.

2.2

3

=
i
2

2.2

3

28 Source: GVA = Profi lus wages. Fi ded,and £50,000
per employee,excludes self-employed)
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Future growth and rebalancing
the economy

2.30 The Alliance Project’s research and latest data from
ONS suggest that the original proposition for UK
textiles sector growth remains valid. This has been
borne out by the success of the current NBrown
National Textiles Growth Programme funded by
Regional Growth Funds (Round 4) — shown in the
following case study. Office for National Statistics
data also confirms that West Yorkshire, Greater
Manchester, and the West Midlands each saw growth
in clothing manufacturing employment between
2008 and 2011; and nationally, textiles employment
saw a net increase of +5,000 in 2013, compared

with levels in 2012.*

Interviews with manufacturers highlighted that

a third of firms were looking to potentially employ
additional staff, typically five employees, in the

next 12 months. Applying the potential number of
‘growth firms” and ‘new jobs’ to the national level,
suggests that there could be an opportunity to create
5,000 to 15,000 new jobs in the course of the next
decade, depending on how quickly investment and the
opportunities can be realised. Taking a scenario for
import growth also suggests that a 0.5% to 1.0% shift
in the current level of UK imports would equate to an
additional 2,000 to 4,000 jobs in the UK economy. *'
Given these growth opportunities (jobs and economic
output), it is worthwhile noting that many UK textiles
firms are located in some of the areas experiencing
high levels of long-term unemployment, including
high levels of unemployed residents from minority
ethnic backgrounds and young people, as shown

in table 3. The recent growth in employment in the
textiles sector suggests an immediate opportunity

to deliver economic and social prosperity, alongside
re-balancing of the economy.

23

2.3

54

22

Table 3: Unemployment rates for selected city
region benchmarks, 20142

TOP10: LOCAL ENTERPRISE ALL MALESAGED  FEMALES AGED ETHNIC WHITE
PARTNERSHIP (OR NUTS2/CITY AGED - - MINORITY AGED 16+
REGION AREAS WHERE DATA 16-64 AGED 16+
COVERS SCOTLAND)
Greater 88 21.5 94 8.1 12.6 8.0
Leicester & Lei it 76 18.2 76 75 12.8 6.0
West Yorkshire 89 23 96 80 175 74
Derbyshire & i i 69 17.7 83 52 125 64
Lancashire 79 198 88 69 13 74
London 76 21.0 71 8.1 118 5.1
Eastern Scotland 6.6 204 70 6.1 119 6.2
South Western Scotland 86 219 93 79 21 84
South East Midlands 56 139 57 54 98 49
54 6.7 59 48 43 53
National 70 186 74 65 2.1 61

32, Source: ONS Annual Population Survey, 2014. The Alliance Project has

and unemployment using Census data
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CASE STUDY: THE NBROWN
NATIONAL TEXTILES
GROWTH PROGRAMME

Overview
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Given the current performance of the fund, it forecast
to assist between 100 and 125 projects by programme end,

Market outlook: Apparel

234 The last twenty years has seen significant increases
in the market for clothing, both in the UK and

of clothing for suppliers based in France
and Germany is now manufactured overscas.

with a total value of £50 million, of which the £11m grant globally. Research by ONS and MINTEL shows 2.39 The rate of decline in apparel production was
will be used to support the creation of 2,000 sustainable that consumer spending on clothing was up 6% in most pronounced in the late 1980s to early 2000s.
jobs, and 150 apprentices in the British textiles industry. 2014/15 compared with the previous year, to a total There was a further dip in apparel production
This investment is helping to rebalance the North away of £53 billion (of the 6% rise, 4.6% was due to rising in 2009, potentially linked to the UK recession.
from the public sector which accounts for over one-in-four spend and 1.4% due to inflation).* However, since 2009, the market has experienced
jobs in some areas. It is also supporting technology-led 235 Despite squeezed incomes, renewed consumer growth, driven largely by exports, which have
innovation in an export growth sector, that will continue confidence has meant that spending on men’s seen sustained growth since 1990,
to help address textile’s balance of payments deficit. and women'’s outerwear in the UK was the fastest 2.40 In terms of distribution, traditional channels and
The programme activities, its appraisals, and growing segment in the apparel market between routes to consumers have already come under
governance board pro-actively promote investment in parts 2009 and 2014; and fashion clothing is still the increasing pressure from on-line sales, particularly
of the textiles supply chain which are currently under- most important area of spend for the under 25s. given the emergence of the “informed consumer”
represented/in need of scaling to meet the rising demand 236 Women’s outerwear remains the largest component who will explore a number of options, for example
from downstream producers. They have also made positive of clothing spend, totalling £26.5 billion in the visits to retailers, sales outlets, price comparison
efforts to promote the implementation of technologies that UK in 2014 — just under half (49%) of apparel websites — before making a final purchase.
reduce waste & energy use; and support businesses spend. In comparison, spending on men’s outerwear, 241 Demand for on-trend, high design content products
to manage their environmental risks. is only half of the spending on womenswear (£14 has led to online retailers carrying many more lines
billion or 26% of total clothing spend) yet the market of stock different styles, colourways,
2.33 Further case studies illustrating how textiles firms grew by 18% between 2008 and 2013; and menswear sizes. This has been mutually reinforced by the rise
have been supported in other countries is included in continued to outperform of fast-fashion where the turnaround from design
Appendix 5. These include lessons from developing 2013/14. The remaining market segments are spread to the shop floor has reduced from four months.
textile skills in Italy (Prato); and support for German across childrenswear (13%), underwear (6%), to a matter of days for some products.
manufacturers to grow technical textiles and apparel accessories (%), and nightwear (1%). 242 The progressive liberalisation of international
international trade. 2.37 Growth is predicted to continue, with MINTEL trade has meant that more trade markets have
forecasting the size of the UK’s clothing market become viable targets for UK manufacturers.
to be worth £63.7 billion by 2019. Scenarios for These developments mean that clothing markets
growth suggest the market value will be between in South America and Asia are now more open
£60.1 billion (low scenario) and £67.4 billion than they have ever been to imports and this
(high scenario) in the next five years. continues to provide an opportunity to British
238 Over the last twenty years there has been apparel exporters, especially consumers in
significant change in UK production, driven those countries that see the ‘Made in Britain’
predominantly by retailers and ‘tier-one” brand as a mark of quality.
manufacturers seeking to take advantage of lower 2.43 The UK has successfully used its world leadership

38

labour costs overseas. Many leading clothing
manufacturers developed their own production
facilities in North Africa, the Indian sub-continent
and, in particular, in the Far East. This trend is not
exclusive to the UK, for example over three-quarters

39

in product design and brand marketing to ensure that
luxury brands have penctrated international growth
markets in particular within Asia and the Far East,
appealing for example to China’s fast-growing upper
middle class.
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244 The UK, although not a major player in global

2.4

&

textiles trade, still exports significant volumes
of, typically higher value apparel, remaining 15th

in terms of exports in the world. The UK ranks
alongside countries such as Vietnam, Spain, Mexico,
but currently remains behind the other major Western
European countries, for example Italy, Germany,

and France.

UK apparel exports were valued at just under

£5.5 billion or 1.7% of total UK exports in 2013,
rising from £2.7 billion over the decade from

2003, as shown in figure 3. Despite the growth
opportunities for apparel in emerging economies,

for example China, the bulk of the UK currently
largely exports to developed markets such as Europe,
for example Germany £800m, Ireland £700m, and
the US £300m, shown in figure 4.

Figure 3: UK apparel exports, 1998 to 2013

35. Source: World Trade Organisation hitp:/sta wio org/StatsticalProgram;
IExport aspxLang essed November 2014]; and Office for Nationa!
Statisies e
adjusted [accessed November 2014}
36.Source: World Trade Organisation hitp/sta wio.org/StatsticalProgeam;
bt . E ;

Sttisies: e
adjusted [accessed November 2014}
37, Source: Greater Manchester manufacturer interviews
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Figure 4; UK apparel exports by top destination
countries, 2013%

2.46  As Figure 5 shows, there has been significant growth
across all areas of apparel export. Whilst most of the
growth has been driven by a rise in the total value
of women’s clothing (almost two-fifths of total
exports) the value of total exports in men’s clothing
grew by 160% (on a 2003 baseline) compared with
150% for women’s clothing, including knitwear. In
both cases the opportunity is being driven by higher
value products, where design, branding

and marketing are the key to success.

Almost three-quarters (70%) of textiles firms in

the Alliance Project’s field research said they are
currently exporting. The main markets for these
firms are; Europe (74% of all firms), North America
(24%), Asia Pacific (22%), and China (15%). ¥
Against this context, it has proved difficult for
established UK exporters to maintain the financial
commitment required to support export campaigns
and international trade fairs. This barrier was
particularly acute in textiles given the predominance
of micro-size firms in the textiles sector compared
with other industries. The Alliance Project research
highlighted significant interest in more support

for firms to attend trade fairs and help with
exporting innew i i
textiles markets.

N
s
5

>
=
=

40

Figure 5: UK apparel exports by type of garment, 2003
102013

Market outlook: Textile Homewares

249 The UK has a strong presence in homeware
manufacture, covering products from bath to
bed; and ‘oven to table’. However UK production
is predominantly in bulky products such as quilted
textile products, mattress and in particular duvet
/bed covers. This is due to the freight costs for
‘higher volumef/filled items’ where it doesn’t
make sense to ‘export air’, which means the UK
stays cost competitive for these products in the
domestic market.

2.50 The UK textiles homeware manufacturing sector
has a production value of £250 million.* The market
is mature and demand is heavily influenced by
external factors such as household income, consumer
confidence and spending, underlying strength of
the housing market and trends in home decor. Data
and research by ONS and MINTEL shows that

38, Source: World Trade Organisation htp:/stat o org/StatstcalProgram,
ok o " faccessed Novernbe

Statstics: Trade in Goods- Expors by industry, current prices, not seasonally
adjusted accessed Nosember 2014

romoitor data
K~ January 2014 Value includes VAT

40.MINTEL Q013): Homevase

M
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consumer spending on household textiles in the
UK rose from £5.5 billion in 2008 to £6.0 billion

in 2013 (comprising £1.5 billion window furnishings,
£1.2 billion household linens, £3.4 billion ‘other”
houschold textiles).

The current positive trends in the housing market,
and underlying economy, are likely to remain

key drivers for growth in the short-term. The textiles
homeware sector is forecast to have a total market
value of £7.1 billion by 2018/19 (comprising window
furnishings £1.7bn, household linens £1.4bn,

and other homewares £4.0bn). * In the longer

term, interest rate rises could have a dampening
effect on the house-move market, which could
squeeze spending on non-essential household
textiles goods.

Imports of household textiles account for more

than half of the domestic market, and have continued
their upward trend, while exports — worth between
£110 and £120 million — have also risen, as shown

in figure 6, with household linens/bedding making
up the majority of homeware exports. However, the
rise in import values also reflects variable exchange
rates and raw material costs as well as higher
‘manufacturing costs in China, a major source
country for houschold textiles imports to the UK.
There has been a shift in homeware manufacturers
moving towards product differentiation, focusing
their efforts on niche and higher end products.
Homeware is becoming more fashion conscious,
with consumers increasingly following new trends
and linking purchases to new interior-designs,
character themes and colours, requiring quicker
access to the latest products and design. The market
is likely to experience shorter replacement cycles
into the med mas. on

spending continue to ease.

Polarisation of the market is set to continue into the
‘medium-term with intense price pressure at the lower
end of market likely to constrain future value growth.
Continuation of the trend to “on-shoring™ may lead
to value growth in the mid-upper market sectors,

but with price competitive imports are expected

to drive the lower market sector in the medium-term.
Many in the research highli

rising demand for local sourcing, especially for large
and bespoke products such as furniture fabrics and
curtains. For overseas sources, shipping freight still
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remains the most cost viable option despite the cost
increases and unpredictability of shipping timings.
Whilst delivery by air reduces transport time by
three to four weeks, it still remains a significant
and prohibitive cost premium for

(an estimated 40% increase in transport costs

in some cases). !

Figure 6: UK homeware exports, 1998 to 20134

Figure 7: UK homeware exports by type of product,
1998 t0 20134

41 Source: Rewile interviewss
42 Souree: World Trade Organisation hitp:/stat wio org SttisticalProgramy
coage t i

National
Suatisics: h
adjusted faceessed November 2014)

3.1bid
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Imports and balance of trade

2.5 The progressive liberalisation of international
trade — including phasing out of international quota
agreements in 2005 — has meant that more markets
have become viable targets for UK manufacturers;
and equally the UK has become more exposed
to overseas competition.

2.56 There has been significant growth in the imports

of both textiles and apparel over the past 15 years.
The main source of apparel import for the UK is
China and is by far the largest source of product.
Other key sources of imports include Bangladesh,
Turkey and India.

2.57 1In 2013, total UK textiles exports were just under
£8 billion (£5.5bn clothing, £2.5bn other textiles);
and total textiles imports were just over £21 billion
(£16.3bn clothing and £4.7bn other textiles/fabrics). *
The UK has a £13 billion negative balance of
payment from textiles, despite falling by £500m
between the levels recorded in 2011 and 2013;
and this is compares unfavourably with selected
European countries, shown in figure 8.

2.58  Against this backdrop and trade deficit, it has proved
difficult for the established exporting firms surveyed
in this research to maintain the financial commitment
necessary to individually support effective
textiles exporting campaigns. It is hoped that the
recommendations identified in this report will help
to address the deficit, the largest in Europe; and
at the same time Government’s efforts to rebalance
the economy. In particular, supporting micro and
small size textiles firms that find it hard to grow
international trade due to cost constraints.

4

the top

3¢ UK
oft imports, exports and balance of trade fuceessed November 2014}
s

42

Figure 8: Balance of trade in UK and EU ‘benchmark”
countries in $US, 20134

46 Source: World Trade Organisation htp:/statwo.org/StatstcalProgram
ok o “F {accessed November 2014] - 4

»
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3 Demand: Drivers
of growth
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3 Demand: Drivers of growth

3.1  The following section identifies the key drivers
of change affecting demand for UK textiles
manufacture, and identifies the parts of the market
where the case for repatriation and growth are
strongest. The findings are based on extensive

3.5  Shorter lead times from origination to ‘shop-floor’
is challenging UK retailers with longer and more
complex supply chains who cannot keep up with the
latest trends. Equally, forecasting future demand has
become difficult, leading to overstocks, obsolescence
ing. ‘Lower lead-times are attractive for

in-depth interviews with retailers and
during 2013 and 2014, alongside desk review
of key literature. Sources include: #4%:5051:52.5

32 The factors affecting the apparel and homeware
manufacturing sectors have been highlighted by
several recent global consultancy reports and press.
Here, the strength of the rationale for sourcing from
low cost countries has weakened, and both re-shoring
and demand for British textiles product continues
to grow. Whereas the in the technical textiles sector,
industry has concentrated on those areas where
domestic manufacturers are world-class, has a
competitive advantage other than the lowest labour
costs, and has leveraged the UK’s specialism
in material sciences to promote innovation.

Fashion driven demand and
shortening lead times

3.3 The traditional two-season cycle has ceased to be the
business model for growth in the sector. Demand for
on-trend and in-season merchandise is increasingly
driven by consumers adopting a ‘buy now/wear now’
mentality. Consumers are increasing spending at
high and low price points, while reducing spending
at mid-tier price points, which are core to many high
street retailer and department stores. **

‘The two-season model is now gone...
people are looking at their buying
calendars differently’*®

34 To remain competitive retailers must be able to
support in-season trading by responding quickly
to the latest trends to maintain exclusivity of product.
This i the case for both apparel and homeware
sectors where there is a clear trend towards treating
furnishing and household interiors as fashion items.

47, Sourse: Boston Consulng Group (20143 Appare st  Crossroads, The En o Low-CostSurcing

procuremnt appars crostoads_end o o country.sourcing Shapier=5
Souree 7

ax

2004098 20apparelt soureing s (Accessed Noverber 2014
5

and
the ability to react in season and avoid overstocks’ %

36 Online retailers now add hundreds of new lines of
product per week, where newness of design, high
volumes of click-through, and exclusivity of product
means that successful manufacturers have to be able
to respond quickly with shorter runs and lead times;
and deliver a flexible response to orders

“We saw most of our competitors go to
the wall, the ones that were not as agile
or flexible as us...not able to get quick
runs out the door in time’*”

Desire to buy British and
the ‘Made in Britain’ brand

37  There has been an uplift in demand for UK
products that have a strong British association, where
branding, authenticity and tradition of well-made
products are seen as a mark of exclusivity overseas.
Growth is strong in emerging markets, particularly
in the BRIC countries and the Middle East.* The
global retail industry has continued to grow, in
particular in emerging markets, with annual growth
rates of 5% per annum. ¥

38  Increased prosperity for many of China’s consumers
has led to a huge demand for fashion. Chinese
consumers now make half of the luxury purchases
in all of Asia, and nearly one third of those in
Europe. Globally, one in four purchases of personal
luxury goods comes from Chinese consumers. China
is expected to become the second biggest fashion
market in the world; and is expected to account for
44% of the global luxury goods market by 2020,

39  Consumers are willing to pay a higher price for
premium and heritage products made in Britain.
There are several examples of luxury brands

1. Soure: The Telegraph (2014 Economics ot ‘Mad in i brand rins el ome

brand-brings extec o bl

52 Source Iovaton i Texile Journal (December 2014y Wiat' wth i the UK otiisn iy
‘w mnovatiomextilss comwhatevital the-sk optimian
53 Soure:Crtas (2

49, Source: FT (March 2014y Reshorng
on P eport v L com s 0SS I-192-1 163 17100 st
mstecdtion-uk¥ax:730SIHROD {Accssed Novcrmber 2014

54 Sources: Reports by Eromontor; MINTEL Bain & Company
5. ntcrview with maorspparel brand, il n Drapers (March 201 ‘Product i King
56 Reiler rviews

50, Source: Ky (2013 Clothing Realing Market Updste 2013 The Clohing Indistry

indusiyintine growth Tt 1043
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46

capacity and expandi in 312
centres in the UK. 4 and there are recent examples
of high street retailers promoting ‘Made in Britain’
labels, including a number who are already actively
growing the proportions they source from the
UK. 564656 Examples include:
« John Lewis is investing in Made in Britain
product lines.
* M&S launches a women’s and men’s British range.
+ Debenhams ‘Made in Britain’ campaign launch. 313

‘Customers regularly ask about
the provenance of products...
whether it’s British made’s”

The importance of design

3.10 A consistent theme running throughout the rescarch
findings is the importance and value of design input
to all parts of the production process, not just fabric
and garment design, but encompassing everything

A supply chain closer to the end market increases
the degree of control and security, particularly
important given recent global events (e.g. stock
outs due to inaccurate weather predictions, or
social unrest in supplier countries). Furthermore,
consumers are providing more input into the design
process than ever before. Designers are adopting
crowd-sourced collections, and shoppers

can customise purchases in a variety of ways.
Retailers are increasingly valuing a strong
relationship with their design teams to aid control
of product creation and output. Manufacturers

also noted the importance of being close to their
customers in order to test both quality and new
designs/rapid prototypes of products:

‘We benefit from being located near our

customers, they can come in and check

the material quality and make sure the
design is right first time’s®

from brand to stationery to exhibition stands. This Technology and automation

was emphasised at the “New Dawn for UK Textiles
Conference’ in 2012, where leading designers 314
encouraged manufacturers to help young designers

by producing small orders which included distinctive,
design-driven products:

‘Companies need to be distinctive,
p ing ive niche pi
which get buyers’ attention, whilst 315
having more mainstream offerings
which generate stable revenues.
This balance supports success
& sustainability.’ ©®

Increased mechanisation of manufacturing processes
and supply chains is having a significant impact on the
cost benefit of production between different locations
for certain product lines. There are also viable markets
in other segments, particularly where the product is low
spec and can be manufactured in a highly automated
‘manner like hosiery and socks where on-shoring is
already happening in this sector.

Feedback from manufacturers suggested that greater
automation could make the economic case in some
‘lower value” manufacturing viable in the UK, and at the
same time allow some parts of the sector to specialise:

“We've spoken to our competitors

3.11 Retailers and manufacturers pointed out that good about automation, we’d be interested
design and product innovation will not only help in picking up the lower-end, at the same
differentiate products, but it can also guarantee both time this would allow them to focus
a higher mark-up/price premium (up to 25% more on their higher value range’ ™
identified in the research) on products, as well
as reducing the need to discount.
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6 However, as highlighted in the next section of
the report, this often requires significant capital
investment requiring finance, confidence and security
of orders from retailers in order for manufacturers
to invest in the future. There are notable examples
of retailers investing in supply chain technology
and other capital machinery in other countries.

325 Whilst delivery by air can reduce transport time
by three to four weeks, there is a significant cost
premium (estimated 40% increase in transport
costs), as well as the issuc of product carbon miles.

Increasing input costs in competing countries

is to have the right stock and order forecasts to meet
consumer demand. However, for global production
chains, evidence suggests that this is becoming far
more problematic due to changing fashions, and other
factors affecting supply chain risk.

7 Retailers acting as exemplars, placing
orders as well as making supply chain investments,
would help to spark additional growth and investment:

“There’s two simple things, placing
actual orders, demonstrating
confidence in UK manufacturers
and then building the supply chain...
it will take time’”

=

Some textiles and supply chain academics
contacted by the Alliance Project point to long-
term trends for increasingly automated textiles
manufacturing, driven primarily by the increasing
flexibility of machinery.

In an almost fully automated future manufacturing
era, the UK may still be disadvantaged by relatively
high land and energy costs, but will likely benefit
from d in terms of
(including in China) trusting its products versus
near-shore competitors such as Turkey. However,
competing in this way requires immediate
investment in technology and training.

<}

The impact of discounting
and margin erosion

320 Retailers, particularly in certain segments of the

32

market, have suffered as a result of significant
discounting. Retailers are increasingly realising that the
gains from on-shoring can offset additional costs due
to ‘margin erosion’ and inventory risk, i.c. they lose
more money through discounting than they do paying
more for faster, smaller runs from UK manufacturers.
Discounting can reduce the actual retail price of both
seasonal and fashion items, in some instances, by up
10 90% of a *standard retail price. ™ A simple solution

71, Source: Manufacturer interview
72.Source: Aliance Pr

74 Souree: Major High Street Retiler
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3.22  The additional benefits accruing to the retailer (in terms mean, that for some products, UK manufacture
of shorter lead times, flexibility, less write-downs/ is becoming, and will continue to be, ever more
ing) allow for a marginally higher sales price attractive. Although UK wage levels are more stable
from the factory, improving the overall margin: than those in, for example the Far East, labour costs
remain significantly higher, with the UK minimum
wage over 200% higher than the average wage in
‘Lower lead-times are attractive China™, and UK average wages, despite a closing
for the ability to react in season gap with emerging cconomies, are forecast to remain
and avoid overstocks’™ higher over the next 20 years. ™
326 Despite this, the Alliance Project’s research suggests
that up to two-thirds of additional wage costs due to
3.23  Without fully factoring these issues both retailers and repatriation to the UK can be cancelled-out through

automation and improvements in efficiency. However,
this requires significant initial investment and a
high level of capital intensity to ensure levels of
productivity required to make the proposition work.

327 Asaresult of these changes, retailers (as reported
earlier) are now investing in their own on-shore
facilities. River Island and John Lewis are two
significant leaders in this move.”” Other retailers
from luxury to the lowest price point are keenly
trying to source more of their supply in the UK.
However, energy prices are putting increasing
pressure on manufacturers (especially in the energy
intensive parts of the sector) and their ability to
respond to opportunities:

‘manufacturers run the risk of not capturing the full
viability of the proposition for onshore production,
nor addressing factors that need to be considered to
ensure UK manufacturers operate on a level playing
field with overseas suppliers.

Rising transportation costs and other
input costs affecting UK sourcing

324 Transport, tariffs and taxes have a significant
impact on the economic case. Shipping freight
remains the most cost viable option despite cost
increases and unpredictability of shipping timings.
Analysis suggests that shipping freight costs were
not a material issue (but worthy of consideration
nonetheless) and that the key factors for on-shoring
relate to the factors of quick response, shorter lead
times and inventory risk.

It has been particularly challenging in
these difficult times with spiralling costs
in energy and raw materials and the
tightening of margins’™

3.28 Interviews with manufacturers throughout 2013 and
2014 identified that four-in-five (81%) firms surveyed
had experienced significant cost pressures from rising
energy prices in the last year. ™ Furthermore, both
retailers and manufacturers identified a need for
support for investment in energy efficient technologies
which will help strengthen their business.

“Transport costs to distribute goods
from China to the UK fluctuate
considerably throughout the year...and
a six month wait for products to reach
us from China is problematic’™

75. Source: Allance Project research - unpublished.
76.Source: PWC (2013) Global wage projections (0 2030

rch 2011) High street must support UK factories
Street Retailer
0. Souree: Retuler inerviews
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Product analysis

3.29  For specific product types, retailers and

3.3

3.3

3.3

s

i

e

manufacturers identified four key areas that could be
appropriate for repatriation of textiles manufacture.
Central to the decision to source from the UK is the
potential to improve the overall economics of their
business and boost achieved margin and reduce
‘margin erosion, as reported previously.

The economic case for repatriation is stronger

in certain areas of the market. The case is clearer
where the demand for short lead times is acute,
quality control and provenance are important, and
‘where manufacturers have a significant design input.
Critically, where a retailer charges a premium

for these characteristics, high enough margin

can be made by manufacturing in the UK.

“There’s growing demand for the

‘Made in Britain’ brand where heritage

and provenance appeal to increasingly
affluent consumers’®®

As a result of the cost and consumer drivers, high &
mid-end fast fashion, luxury and homeware products
are the areas where the proposition for repatriation is
strongest. The more added value in the manufacture
process, from design, to digital and panel printing,
jersey and jacquard, embroidery and knitwear, the
more the market can be made in the UK.

However, for many other undifferentiated products
(staples) economic considerations mean that, for a
number of products, the UK will stay uncompetitive
on cost for some time. This is exacerbated by
generous government subsidies in other competitor
countries. However, some opportunities for growth
in this market segment are already being realised

by firms surveyed in this research.

The research and the Alliance Project’s on-going
contact with both retailers and manufacturers
identifies key areas of opportunity, the strength

of the case in these segments for future on-shore/
UK growth, as well as potential re-shoring
‘manufacturing operations. Opportunities exist across
‘most products and price points, however the case is
strongest at upper-mid and higher-end price points,
and in luxury and fast fashion.

REPATRIATION OF UK TEXTILES MANUFACTURE
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Figure 9: Analysis of the potential market opportunity

within UK apparel and homeware manufacturing ™ to g rowt h 'y
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Thirdly, interviews with manufacturers across

a range of product and price points showed

that greater coordination between retailers and
manufacturers was needed to address the barriers
faced by producers.

The reticence of buyers to commit to higher volumes
results in total orders sometimes running as low as 200
10 300 pieces — given the combinations of sizes, styles
and colour-ways. There are some larger retail orders
reported of over 1,000 pieces™, but this research suggests
that these are an exception rather than the rule.

Lower order sizes have a significant effect on the
factory efficiency in the firms surveyed, increasing
garment cost per standard minute of production.
Orders of less than 500 pieces result in almost
halving of production efficiency. Furthermore,
multiple orders of under 500 include multiple sample
and test runs which add to overall production costs**

4.17  Therefore, to maintain the efficiency of production,

as well as making the sector attractive to continuous
highly skilled employment, manufacturers stated that
they need confidence that retailers were, in principle,
ready to place larger orders; and ideally to support

long-term i the
supply chain.

“They just need to place serious orders,
someone to take the lead ...just to show
it can be done’®

Manufacturers highlighted other supply-chain
gaps are holding back realising the opportunity
to scale up the sector, including the availability
of dyeing and textile product finishing services,
and supply of woollen yarns to both the fabric
and knitwear industry. There was also interest in
developing models of collaborative work, sharing
R&D facilities and using technology to support
‘distributed manufacturing’ production in the UK.

“The major problem is the decline
in the dyeing and finishing factories.
Without support for these, we will
lose flexible high quality and cost
effective finishing’®

This research also highlighted that there was more

to do to fully realise the market potential of Best

of British product ranges, including:

« Expanding the high-street presence beyond a small
number of major stores; and

« better integration, marketing and promotion
campaigns for both male and female ranges.

REPATRIATION OF UK TEXTILES MANUFACTURE



Barriers to Trade: Subsidies,
taxes, tariffs

4.20 The research identified several factors which affect
the ability of companies to compete successfully

in world markets. The findings rehearse well known
challenges to the repatriation of manufacturing,

and cover a wide range of practices which affect
international trade in textiles and clothing.

The key “barriers” to growing international trade
identified by interviews with manufacturers include
the prevailing economic climate and the financial
support and subsidies provided by competitor
countries to textiles manufacturers. This has pushed
down production prices and made other locations
more attractive for investment. Some manufacturers
said more could be done to help address the levels
of imports coming into the UK, alongside further
incentives that would support the creation of a

“level playing field", including the availability

of investment funds.

4.2

‘Government should consider imposing
higher rate of tax on imported goods
to enable the UK textile manufacturers
to compete on price’®

4.22  Given the micro-size nature of the sector,
manufacturers identified that, despite recent success
in growing exports, more could be done to promote
their sector for international trade and investment,
including regular national meet-the-buyer events and
support to grow trade in new international markets.

“The only way UK textile manufacturing
can be developed is to get the retailers
fully involved in this exercise, and to
help grow international markets through
support for international events™'

90.Source: Manufacturer interview
91 Source: Man nterview
92.Source: Manufacturer interviews
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Employment and skills

4.23  One of the critical success factors identified

4.2:

R

53

throughout the interviews, with both retailers

and manufacturers, was the need to ensure that

the UK textile and clothing industry has strong

and relevant skills to compete successfully in world
‘markets. The supply side research highlights that
UK manufacturing lies in specialist, highly skilled
production with an emphasis on smaller production
cells, delivering shorter — quicker runs.

The Alliance Project has undertaken several strands
of skills research with companies, mainly within
Greater Manchester (and some further afield),
looking at demand, provision and funding. This
research has identified skills shortages as the main
barrier to growth facing the sector. The survey of
textiles employers shows that just under two-fifths
(37%) of firms interviewed stated that skills are a
barrier to growth; half (49%) reported hard-to-fill
vacancies; and half (50%) said that their recruitment
problems over the last two years related to low
levels of applicants with the right experience

and qualifications required. *

Throughout the rescarch undertaken, employers
expressed serious concerns, including:

« The industry’s aging workforce, associated loss
of skills and training capacity, and recruitment
difficulties reported across a range of occupations
by employers;

poor image of the sector, and a potential workforce,
especially young people and parents, that lack
information about career opportunities and
progression in the industry;

a lack of understanding by employers of the
funding and support available for skills, a

lack of time and resource to address workforce
development in a mostly micro-size sector; and

a lack of support for appropriate work based
training.

54

Aging workforce, recruitment
difficulties and skills shortages

426 The sector suffers from an aging workforce. National
research suggests that half of the fashion and textiles
workforce i aged 45 years and over, which is higher
than the average across all sectors in England (40%).”

4.27 Employers interviewed in Greater Manchester said

they face an urgent challenge to replace an estimated

150 machinists each year over the next decade, due

to retirements. Adding in other non-skilled machinist

occupations to these figures increases the total to a

replacement demand of 400 employees per year. >

Bi-monthly Employers Skills Groups were held in

Greater Manchester to identify and address skills

issues in the textiles sector and, in particular, to

complete workforce planning research identifying
the number of:

« Staff expected to retire over the next five to ten

years and their job roles; and

« new employees and their job roles expected to join

over the next five to ten years.

Employers at the Skills Group were asked to discuss

specific training requirements and complete training

plans identifying specific job roles, skill requirements
and training methods. Table 4 shows that over two-
thirds of vacancies (66% or 80 jobs) relate to machinist
roles, and just over a quarter (28% or 34 jobs) arc

‘managerial/professional/technician roles. Just under

one-in-ten (7%) are semi — and unskilled staff.

&
i
2

4.2

8

93.Skillet (2011): Sector Skils Assessment for the Fashion and Textiles Sector

i England: and UKCES (2012) Employer Skills Survey

94.Source: Allance Project & New Economy: Unpublished analysis using employer
dback and data from the GM Forecasting Model
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Table 4: Summary of current skill shortages reported
by textiles firms**

MANAGERIAL, PROFESSIONAL, TECHNICIAN

NUMBER OF SKILL
SHORTAGES
REPORTED

NOTIONAL SKILL
LEVEL OF SKILL
SHORTAGE

Level 3-4

PERCENT OF TOTAL
SKILL SHORTAGES

Total 28%

Trainee production managers

3

5%

Procurement managers

.

Warehouse managers

Training and HR Managers

Garment Technologist

ol sl w

Product Developer

Merchandiser

Buyer

ol sl w

Sales Manager

Quality Managers

Logistics manager

Finance manger

HR manager

©Office manager

Marketing manager

Designer

Administrator

2

SKILLS CRAFT/MACHINE OPERATIVE

Level 2-3

Total 6%

Trainee production machinist

2

a1%

Junior Pattern cutters

‘Sample machinists

Make through machinists

Weaving technicians

Textile fabric machine operatives

PN

Team leaders/machine supervisors

Senior Pattern cutters

SEMI-SKILLED & UNSKILLED STAFF

Level 1-2

Total 7%

Warehouse op

12

5%

Garment Finishing
TOTAL

95, Source: Manufacturer interviews and proformas collsed a the Texiles Employer
SKills Group - Summer 2014 (Percentages rounded)
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Sector image, careers, and
engaging with latent skills
in the labour market

430 Over half (52%) of employers in the Alliance
Project’s research state that recruitment difficulties
are related to ‘image” of the sector, in particular

the views of parents and young people. *

As within other areas of core manufacturing, there
is a widely held perception that the textiles and
clothing industry has been in decline for many years;
and where it does exist, jobs are perceived to not
offer good wages, skills and careers.

>

‘Need to be more professional
about how we promote the (textiles)
sector and career progression,
things are too generic.’”’

“‘You are not exposed to the right level
of information...too little too late...
not industry specific.’*®

>
&
i<}

Equally there is evidence that young people do not
fully understand the breadth and scope of careers
within the UK textiles and clothing manufacturing
industry. More extensive and co-ordinated campaigns
in partnership with careers advisors and national
agencies would help to demonstrate the breadth of
careers and career paths; and help to signpost young
people towards relevant training.

Focus groups with students from Universities and
interviews with staff suggest that more could be done
to provide the work experience and employer links
they need. They suggested a need for coordinated
labour-market information for students and parents
that promotes links to local manufacturers as well

as the fashion/retail brands which they supply.

>
b

96, Source: Manufacturer interviews
o fanufacturer intrsiews
9%, Source: Manuficturer interviews
99, Source: Manuficturer iterviews
100. Source: Manufacturer nterviews
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434 The employer discussion groups identified the
need to re-brand the sector and to establish closer
links with schools and colleges, and to give greater
opportunities for pupils and students to gain first-
hand experience about the industry. These factors
were seen as central to supporting more young
people to enter the sector.

‘Our greatest concern is the loss of
skills within the industry and the need
to address the difficulties in attracting
young individuals into the business’®®

&
o
13

The rapid growth in demand for skilled machinists
points to the potential to identify and hire latent
skills in the local labour market. Manufacturers
have highlighted the potential to work in areas with
the densest concentrations of textiles skills and to
engage with people that want to progress further in
the industry, as well as those that have the requisite
“latent” skills, but might be currently working in
other sectors/used to work in the industry.

‘Developing a local talent pool,
and promoting further career
opportunities in these localities will
support the development of micro-size
into small and medium-size enterprises
that have the capacity to invest
in workforce development’ 1°®

REPATRIATION OF UK TEXTILES MANUFACTURE



436 Ttis worthwhile noting that many firms across
the UK operate with banks of machinists who
they call on for piece-work as and when needed.
From a social perspective, ‘formalising’ the industry
will open opportunities for residents to enter jobs
with training.

g productivity and addres:
existing workforce skill gaps

437 Employers consulted during Employer Skills Groups
in Greater Manchester said that they are unclear and
confused with regard to the role of skills support
agencies and find it difficult to identify where/who
1o go to discuss training needs and identify solutions.
They also cited a lack of Government support for work
based training for both adults and young people.
Nearly all employers at the Skills Groups reported
issues around investment and cash-flow that

restrict their growth and investment in workforce
development. These barriers are reinforced by the
fact that most employers are micro-size and small
firms, and do not have the resources to investigate
or put suitable programmes of training together.
Employers reported a number of skill gaps within
their existing workforce, in particular the skills

of team leaders/manufacturing managers and
administrators which are acting as a barrier to
growth. In many cases, these staff are very good at
their technical jobs, but have not been developed to
deal with new techniques like LEAN, as well as core
skills like business development and HR planning:

Fe
i
2

4.3

8

‘We need to develop our managers and
to also develop existing machinists so
they can develop into managers’ '

101, Sour
kil
02 Fashioning our

Manufacturer interviews and Greater Manchester Texiles - Employer
roup

" inthe UK
103, UKCES (2012); Employers Skills Survey
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). Source: Allance Project Asset

105, Souree

The interviews highlighted evidence of skills gaps
amongst young people and graduates in the workplace,
especially commercial and employability skills. National
and international research continues to highlight the
importance of high quality work experience, as well

as the fact that many young people are not aware of
the range of jobs and careers available. "

Textiles employers highlighted that skill gaps are having
an impact on the bottom line of businesses, as well

as increasing the workload for other staff, increasing
operating costs, leading to difficulties introducing new
working practices and losing orders.

Despite these workforce development and recruitment
difficulties, just 15% of textiles firms interviewed were
currently formally connected with a local training
providericollege/university in the last 3 months —
compared to an average of 26% across all sectors, **
However, many firms were keen to stress that their
staff received ‘on-the-job’ training because of the
specific nature of production; and to express interest
in developing work-based training.

‘It’s quite difficult to find
a college/university that offers
the training required’

‘Where the training is
available, it’s just too generic;
we’re struggling to find
places that can do computer
aided design (LECTRA) for
cutting technicians’ "%

fster — Texiles Manufacturer Survey,
Is Survey

and UKCES (2012) Employe

Skills Group
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444 The UK no longer has the advantage of being a low 44

&

ES

5

Investment

E3

wage and lowest cost supplier of textiles products.
The sector has remained resilient in the UK by

moving its products and services up the value chain

seeking competitive advantage through a variety of

means, including: specialisation, quality, flexibility,

speed of response; design inputs, marketing and

innovation. 4.4
Despite these drivers of change the industry still

faces barriers to growth and investment. These issues

are reflected by the aging condition of capital assets/
under-capitalisation, the reported lack of access to

investment capital (prior to the National Textiles

Growth Fund); and critically a lack of large ‘Prime”

customers that provide a firm foundation for the

sector in terms of a commitment to large orders, as

well as sustained investment in the UK supply chain.

&

‘There’s a lack of financial support
to invest in much needed new
equipment and machinery’

‘The banks are not interested
in lending to small firms’'°¢

Traditionally, large fibre suppliers and machinery
manufacturers drove product quality and innovation
in textiles and clothing. The loss of large firms in
these sectors has resulted in a greater onus upon
retailers and universities to undertake research that
will “spill-over’ into supply chains.

The shift towards off-shoring large production
centres by retailers, coupled with a growing emphasis
upon ‘demand-led’ innovation — where customers
increasingly drive rapid product development — has
placed significant pressure upon smaller firms that
lack the capacity, cash-flow and connections to invest
in new technology.

106, Source: Manufacuurer nterviews
107, Source: Manufscturer interviews
108, Source: Manufacturer nterviews

Over two-fifths (42%) of manufacturers highlighted
that company finances and productivity were
currently holding back growth in their firm. Whilst,
many manufacturers recognised the potential benefits
of product innovation, very few had committed their
scarce resources to projects which might fail or yield
inadequate returns, "

Funds to support capital investment will help

to provide the industry with the confidence that

there is a commitment to support growth in the
textiles sector in the longer-term and encourage

them to commit more to investment. The rescarch
highlighted the potential to use grant funding to
leverage significant amounts of investment from
manufacturers, something which has been borne

out through the performance of the NBrown

National Textiles Growth Programme.

‘There needs to be some facility for
the manufacturers to invest in new
technology through grants and loans’'°®

REPATRIATION OF UK TEXTILES MANUFACTURE



Innovation

4.50 The Alliance Project over the last 18 months has

45

4.5

4.5

4

b4

brought together the largest and most diverse
industry group possible to address the need to raise
innovation throughout the UK’s textiles sector. This
has included major retailers, industry, universities
and public sector agencies/research laboratories.
The group recognise that there is no industry led

« locating the centre within the densest concentration
of textiles manufacturing in the UK, thereby
capitalising on the proximity to, and partnership
with, the biggest global centres of teaching and
learning on textiles.

centre that exists anywhere in the world that brings
together the key ingredients for textiles innovation, Payment Terms
including manufacturing, engincering, fashion 4.54 Payment terms of key retailers can be difficult for

& design, information technologies, & business.
There is a clear need to promote the specific assets,
capabilities and expertise which exists within these
large organisations amongst SMEs that lack the
contacts, ions and of iti
for product development and design. This is reflected
in the unmet demand to make small sample batches
of new designs in locations that are physically near
creative and design centres. '

Textiles and clothing sectors should seek new ways
to increase collaboration between companies. For
example, potential exists to develop the Virtual
Factory concept whereby small firms use ICT to
collectively win contracts.

“Many of our suppliers are
based in north Manchester, we
would be willing to work as part
of a wider consortium’™®

4.5.

9

The research has highlighted four key opportunities that
‘would help to deliver greater levels of innovation and
create additional growth in the UK’ textiles sector:

« Development of a physical space for industry
that will drive innovation and excellence —
through enabling and fostering networking and
collaboration between industry and the globally
recruited talent from the disciplines of Design,
Fashion, Manufacturing and Engineering;

« delivery of textiles product and process innovation
in the ‘circular economy’;

« foster opportunities for greater commercialisation,
especially of new products, new scientific
discoveries and innovation in new technologies
and processes; and

4.5

N

109. BFC (2013): Future of Fashion, Strategic Consideratons for Growth
110, Source: Manufacturer nterviews
111 Source: Manufacturer interviews
112, Source: Manufacturer interviews
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small and medium sized businesses to accept due
to the heavy cash flow burden this places upon
them. Prompt payment is critical to the functioning
of businesses and supply chains. Yet the research
highlighted challenges faced by small firms,
especially with orders that hold a minimum

of 60 day payment terms.

“If the payment was more flexible, such
as part payment every couple of weeks,
rather than waiting up to 90 days, it
would significantly ease the cash flow
situation for manufacturers’™

Some manufacturers surveyed cited that retailers
have, in the past, used small firms “as their bank in
terms of making a later or sometimes late payment”;
and that lengthening payment terms has threatened
their survival and ability to make investments in

the longer-term, particularly for large-scale capital
investments in new technology and machinery.

‘Al the risks and responsibilities
are now on the manufacturers,
not the retailers’?

Shortening the time taken by buyers to pay their

suppliers will strengthen business relationships and
to invest. The

of payment intermediaries, is another development

which could help small firms ‘bridge’ cash-flow gaps.

60




Recommendation

Issues to address

The findings of various strands of research have
highlighted a resilient UK textiles sector, which has
adapted to the challenges of globalisation, but faces
several barriers to growth.

The economic analysis has highlighted that, for certain
products, there is a potential case for repatriation of
UK textiles manufacturing. Given the fragmented
nature of the UK textiles manufacturing supply chain,
achieving broader and quicker repatriation of textiles
manufacturing will rely on support from government,
prime retailers and trade bodies.

The cri success factors will be to enable retailers
to develop their knowledge base about UK suppliers
and to help firms invest in an immediate pipeline

of skills. It will be important to deliver assistance

for micro and small firms to scale their operations,
re-invest in supply-chai ies and

to secure larger orders; and to address payment terms
which may act as a brake on growth.

The key issues to address, therefore include: mapping
the supply chain nationally, supporting trade fairs,
developing workforce skills, supporting product
innovation, and reviewing retailer’s payment terms.
These are set out as a series of recommendations below.

: Help industry

map the supply chain and develop
a national sourcing asset register

55

To realise the full growth opportunity in the UK
there is a need to continue the mapping of the supply
chain, as has been piloted in Greater Manchester;
and expanded across the additional NBrown National
Growth Programme target areas of West Yorkshire
and Lancashire. Developing a full national database
tool (used in other industries) that allows buyers both
in the UK and abroad to source production in the
UK will addresses the information divide, identified
in the research, that acts as an inhibitor to sourcing
supply in the UK

A key to the success of the pilot in Greater
Manchester that was it was led by industry in
partnership with Local Government. This helped
establish ownership, momentum and developed
relationships between industry and the public

sector which have proved invaluable for business
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development and growth. For this to progress,
Government should financially enable an industry
led mapping exercise, as successfully applied in the
Greater Manchester Textiles Asset Register pilot.

Recommendation 2: Support national
and international trade fairs

57 To further address the information divide and
asymmetry in the UK market there is a need
to support meet-the-buyer manufacturing events
that will help raise the profile of the sector, both
nationally and internationally. Such events are
frequently held in other major textile manufacturing
nations, offering general networking, meet-the-buyer
sessions and workshops.

58  Due to the micro-nature of the supply chain, few UK
manufacturers have the resources to fund this type
of event. Although retailers have shown interest in
offering support, much of their sourcing is conducted
overseas and therefore Government support and trade
body sponsorship is necessary to overcome funding
gaps and to accelerate the connectivity and growth
of UK textiles manufacturing.

Recommendation 3: Address
immediate skill shortages alongside
image and branding of the sector

5.9  There is a need to urgently address two key issues:

the immediate skills shortage; and the image of the
industry. Skills shortages, especially in Cut-Make-Trim
(CMT), are acutely evidenced in the research, alongside
growing skill needs emerging from rising demand

in the luxury and fast-fashion sectors and in bespoke
homeware. Overall, the number of skilled entrants into
the textiles sector needs to be increased if the current
scale of the textiles workforce is to be retained.
Additional support will be needed to change young
people’s perceptions of the sector with appropriate
events and labour market information, advice and
guidance. Working with schools and colleges to
promote good career pathways and opportunities

for progression in the industry will be key.

S0
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5.1

Further work is required to identify latent skills in
the labour market that can be more readily deployed,
meeting immediate employer need and giving time
to develop a longer term skills pipeline. This will
also include a ince to support moving people
from the informal to the formal labour market,

most notably in the BME community.

Recommendation 4: Investment
in the micro-size UK supply chain

512
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The emerging growth potential allied to the micro-
size nature of the sector’s firms, and the performance
of the NBrown National Textiles Growth
Programme, highlights the need for a dedicated
textile manufacturing business development
programme. Based upon lessons and evaluation

of what works, the key aims of the support should
be to deliver:

+ A team of dedicated advisors that work with firms
to identify opportunities and barriers for growth,
connecting them with leading technologies and
global supply chains;
capital and revenue support to help the scaling-up
of micro-enterprises into SMEs with the capacity
& capability to invest in skills development, and
product/process innovation;

« to encourage collaboration and consortia,

as government has done in the aerospace and
automotive sectors, to cost effectively purchase
training, work with universities etc.;

establish ‘Primes’ that generate supply chain spill-
overs’; and investment to grow SMEs that will
support the development of micro-size firms; and
exploit opportunities in the ‘circular economy”
including the re-use and recycling of existing textiles
resources, and generating new substitute materials.
Developing micro companies to become more self-
sustaining SME’s and bringing prime manufactures

to support the supply chain must be at the heart of any
investment strategy. Particular emphasis must be to
shore up aspects of the vertical supply chain that are
key to realising the growth, as achieved in the National
Programme, like CMT, Dyeing & Finishing.

Recommendation 5: Support for
product and process innovation

514

515

Research with retailers and manufacturers
emphasises the growing importance of design and
innovation in driving the success of the sector. The
lack of large supply-chain ‘Primes’ reinforces the
need to develop stronger linkages between firms
and local universities and colleges — including access
to state-of-the art facilities that will help to recruit,
promote and develop future innovation. With
encouragement from Government, retailers have
potential to also grow their role as ‘Primes’ in this
supply chain, as indeed many of them already do
with their offshore suppliers.

Industry, working with government, universities,
and other public/private support agencies should
deliver a physical space for industry that will drive
innovation and excellence. This will enable and
foster networking and collaboration between industry
and globally recruited “world-class’ talent from

the disciplines of Design, Fashion, Manufacturing
and Engineering,

Recommendation 6: Address
the issue of payment terms

5.16

Not dissimilar to the challenges faced by the

food manufacturing industry, payment terms are
creating difficulties in the textiles supply chain
and driving chronic short-termism. These factors
were particularly acute in micro-size firms and if
addressed would create a much stronger incentive
and ability for firms to invest and grow. Promoting
and rewarding good practice and the use of new
financial tools, such as payment intermediaries,
could help in the short-term and enable the
development of a longer-term solution.
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Concluding remarks

517 Many of the successes to date and lessons from the
Alliance Project and the NBrown National Textiles

Growth Programme point to the importance of
an industry led initiative to support the growth of
UK textiles. This has helped maintain significant
momentum and delivered buy-in from the sector,
both locally and nationally. The project strongly

recommends that the private sector continue to lead

solutions for growth, but this can only be enabled
by Government’s continued support.
51

=

outlined in this report will ensure that the UK.
textiles sector capitalises on the emerging
opportunities for growth. The Alliance Project
continues to work on ways to support the
realignment of textiles supply to meet demand,
with the expectation that additional growth and
jobs will flow from this investment immediately.
519 Many UK textiles firms are located in areas

experiencing high levels of long-term unemployment,
and as our carlicr analysis shows, in arcas with high
levels of youth and BME unemployment. Investing

iin textiles offers a clear opportunity to deliver
cconomic and social prosperity in such arcas and

the continued re-balancing of the economy towards

private sector growth.

520  Finally, given the integration between technical

3

textiles and other sectors — e.g. medical textiles, civil

engineering, industrial materials, automotive and
acrospace — support for textiles firms will support

ambitions to grow the UK’s advanced manufacturing

capability.
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Addressing the critical issues and recommendations
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ANNEX 1: Manufacturing
firms participating in the
research interviews

Our thanks go to the following firms and participants in the
detailed research — 1 hour interviews and employers’ skill
discussion groups, who kindly gave their time and input:

A &I Manchester Knitwear Lid
&N Knitwear Lid (Expo Knit Lid Classic Knitwear)

A Bean Bag - Sfoyz

A.Rowe Lid Graytex Ltd)

Abacus Careerwear Ltd

Acton & Acton Lid (Acton’s Made To Measure)

Affinity Knitwear Company Limited

AKI Limited

Alexander James Of Pendlcbury Lid

Amann Oxley Threads Ltd

Ambassador Textiles Ltd

Artisan Fumishings L

Aspire C

Azura Soft mm;mngs (UK) L

Barkat Knit

Bon Knwcor

Bhana Clothing

Bind-A-Tex Lid (Bindatex)

Blackburn Yarn Dyers Limited

Bolton Textiles Lid

Brightlook Fashions

Britannia Knitwear

Bury Loose Covers & Foam Products

Bush Baby

Caldonian Quiting Co.Lud

Cavendis Spo

Chry UK Lud (Wellpun L)

Cooper & Stollbrand Limited

Digetex Group
Direct Linen Textiles International Lid
Dorvy Manufacturing Co. Lid
Dreamieiles Lid (Resemead Dsigns)
Duvet Pillow & Linen C:

ot Kniocar (Mancheste Ld
Eagle Technical Fabrics Lid

Etra Design House Ld

Flame Uk Ltd
Frank Rostron The Shirt Makers
Freedia Fabrics Ltd

Fricdman’s Ltd

G&B Bedding Lid

Garsdale Knitwear Lid

Gorgeous Couture Lid

Gradeplan And Erica Stacey Bridalwear

Headen and Quarmby UK Lid
Heather Horrocks Design In Textiles
Highland Kniters

Horwich Sewing Lid
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Image @ Work Ltd
Imperial Knitwear Lid

J Clege & Bros (Rakewood) Ltd

J. Rosenthal & Son Ltd

James Robertshaw & Son (1954) Lid
Kosi Kare

Lantex Manufacturing Company Limited
Lees Newsome Lt

Leigh Spinners Ltd

Leisurewear Design Ltd

Lex Knitwear Ltd

Milliken Industrials Ltd (Wigan)
Moontex Bedding Co Ltd

Munshini Sportswear

Newcamp Lid

Newhey Carpets Ltd

PW Greenhalgh & Company Limited
Passion Knitwear Lid

Peter Hutchinson Designs Lid

Platt & Hill Lid

Portrs O Mancheer Ld
Profile Patterns Lid
QL

R.D. Corlett & Company Ltd
R. Gledhill Lid

Rangamati Textiles

Regatta Ltd (Head Office)

Rixil Knitwear Ltd

Rose Hill Tailoring/Myles Anthony
Saira OF Manchester Lid

Sam Knitwear Ltd

Shawn Knitwear Lid

Sheen Knitwear (Manchese Limitcd

Stormproofings Limited
Style Knitwear Limited
Sweeney's Outerwear Ltd
Swingers Protective Clothing
Teutile Technologies Europe Lid (Resintex Lid)
‘The Bespoke Mat Creations Company Ltd
‘The Curtain Studio.
th West Lid
‘Thomas Silk Ld (Gill & Williams)
rd Lid

‘Trutex (John Hall Schoolwear Lid)
Unico Knitwear Lig

Victory Trading (UK) Ltd

Vileda

Wholesale Dance

YKK (UK) Ltd

Zam Zam Knitwear
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ANNEX 2: Retailers
interviewed during this research

Our thanks go to the following retailers and participants
in the research who kindly gave their time and input:

Alexander McQueen
Asos

Boohoo.Com
Duchamp

Dunelm

French Connection
House Of Fraser
Jigsaw

John Lewis

M&S

NBrown Group
JD Williams

New Look

Next

Primark

Roland Mouret

ANNEX 3: Student and staff
focus groups

Our thanks goes to the following universitics, students
and staff, who participated in a scrics of focus groups
+ University of Manchester

« Manchester Metropolitan University
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ANNEX 4: Standard Industrial
Classification and definition
of the sector

The detailed breakdown of sectors and sub-sectors included
in Section 2 covering the analysis of jobs and economic
output is based on the definition of Textiles using the SIC
codes below:

DESCRIPTION OF THE ONS SIC CODE

- 2007 LISTING

13100 | Preparation and spinning of extile fibres

13200 | Weaving of textiles

13300 nishing of textiles (including dyeing & coating fabrics)

13910 | Manufacture of knitted and crocheted fabrics

13921 | Manufacture of soft furnishings

13922 | Manufacture of canvas goods, sacks etc

13923 | Manufacture of household textiles (other than soft
furnishings)

13931 | Manufucture of woven or tufied carpets and rugs

13939 | Manufucture of carpets and rugs (other than woven or
tufted) nec

13940 | Manufacture of cordage, rope, twine and netling

13950 Manufacture of non-wovens & articles from non-wovens,
except apparel

13960 | Manufacture of other technical and industrial textiles

13990 | Manufacture of other textiles nec

14110 | Manufacture of leather clothes

14120 | Manufacture of workwear

and workwear

14131 | Manufacture of men’s outerwear, other than leather clothes

14132 | Manufacture of women's outerwear, other than lcather &
workwear

14141 | Manufacture of men’s underwear

14142 | Manufacture of women’s underwear

14190 | Manufacture of other wearing apparel and accessories

14200 | Manufacture of articles of fur

14310 | Manufacture of knitted and crocheted hosiery.

14390 | Manufacture of other knitted and crocheted apparel

15110 | Tanning and dressing of leather; dressing and dyeing of fur

15120 | Manufacture of luggage, handbags and the like, saddlery
and harnesses

15200 | Manufacture of footwear
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Sub-sectors not included in the data for employment and
output from the textiles sector

DESCRIPTION OF THE ONS SIC CODE

- 2007 LISTING

20600 | Manufacture of man-made fibres

28940 | Manufacture of machinery for textile, apparel and leather
production

46150 | Agents involved in sale of furniture, houschold goods,
and hardware

46160 | Agents involved in sale of textiles, clothing, footwear
& leather goods

46240 | Wholesale of hides, skins and leather

46410 | Wholesale of textiles

46420 | Wholesale of clothing and footwear

71210 | Technical testing services

95230 | Repair of footwear and leather goods

95240 | Repair of furniture and home furnishings

96010 | Washing and (dry-)eleaning of textile and fur products
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ANNEX 5: Case studies
on the Italian and German
textiles industries

ITALIAN TEXTILES
PERFORMANCE

Despite the reputation for quality, flexibility and a growing
case to ‘on-shore’ UK textiles production and balance of
trade has been falling behind other comparator countries
such as such as Italy — where the value of textiles apparel
exports are three to four times that of the UK (2011).

Previous studies '"* have shown that the answer does
not appear to be due to any shortcomings on delivery
performance (e.g. how long in advance orders must be
placed, and whether orders are delivered on time): if
anything UK mills were shown to offer much quicker
and more reliable delivery than the Italian mills.

Part of the reason is to do with unit costs. For a
given quality of product, Italians for example, produce
woollen and worsted fabric at a lower cost than their
UK competitors by: exploiting scale economies, through
collaboration between firms and controlling the entire
supply process onshore; and by placing significant
investment in production engineering; working closely
with local machinery suppliers.

Places like Prato (despite the pressures to lower input
prices and labour costs) have succeeded in building
strong local networks, collaborative work and alliances
between entrepreneurs, centres of innovation and designer/
artisans — whose respective skills complement each other.
The entrepreneurs spot opportunities, arrange materials
and capital and bear risk; they tap into a pool highly

i and comp 11-scal fe
who supply at low prices, whilst also experimenting with
materials and equipment.

These factors have secured the success of the textiles
sector in Prato. Italian textile companies have focussed
upon ensuring the skills needed for the unique finishes
and state-of-the art features that come at the end of the
fabric and apparel production chain.

Looking at the impacts of subsidies and state aid is a
difficult exercise. Studies express a preference to focus upon
supply side factors such as innovation, capital investment
and skills, rather than trade subsidies. State Aid also needs
1o be viewed and compared as part of each country’s total
tax and subsidy system to draw any comparison.

113, DI Q003): A comparative sudy of the British and Taian extile
and clothing industrcs
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The most useful support that an industry might hope
to receive from its government is vocational training. Such
training, provided in technical secondary schools, lies at
the heart of the thriving textile and clothing clusters in Italy.
The schools in Prato’s region (Tuscany) alone provided more
school leavers qualified to enter the industry cach year than
the total number of apprenticeship/vocational qualifications
(NVQs Level 2 and 3) awarded in the UK.
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GERMAN TEXTILES
PERFORMANCE

In the last few decades the German textile and clothing
industry has — like the UK undergone intensive structural
changes, been dominated by falling domestic production,
transfer of prod to foreign | " i
continuing stiff competition; and a shift of focus in home
production towards higher-quality, technical textiles.

Output of the textile and clothing industry in Germany
fell by nearly 70%, in real terms, between 1991 and 2010.
The clothing sector, which suffered an 85% decline,
performed considerably worse than the textile fabric
industry (down 50%). Structural factors were primarily
responsible for this decline in production. The sector had
begun to shift production plants abroad at a very early
stage, well before unification.

Atan early stage, the German textile and clothing
industry had already recognised that innovation should be
able to make a significant contribution to the development
of new growth potential, moderate cost pressures and
enable production plants in Germany to be operated
successfully in the long-term.

Germany is focussing upon a continued strategy
of internationalisation that will contribute to the success
of German manufacturers of textiles and clothing.

Target markets include enormous unsatisfied demand

in the emergent economies in Asia and Latin America,
populations there are growing and German (and European)
brands are very popular. Foreign demand for German
technical textiles is forecast to increase, however shortages
in both craft and technician posts are evident.

The firms that have tackled the structural change head
on, have done so by supporting greater development of
export markets and internationalisation; and focussing
on innovative — technical based products (e.g. sportswear,
workwear, high performance outerwear, and strong brands),
which have led to the development of new customer groups
and key markets around the world.
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