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A Comparative Analysis on the Competitiveness of
Korean and Japanese Fashion Industry by Applying
Generalized Double Diamond Model®

Mi Young Son**
Yokoyama Kenji***

The purpose of this paper is to seek ways to improve the competitiveness of Korea's fashion in-
dustry by utilizing the source of competitiveness of Japan's fashion industry, which represents the
world's leading countries in terms of fashion, so that Korea can better enter the global fashion
market. The study shall first compare the competitiveness of the Japanese and Korean fashion in-
dustries by utilizing the generalized double diamond model: second, provide an understanding of what
the Japanese fashion industry can offer to Korean fashion industry and companies - that is, under-
stand what the Japanese fashion industrv's competitive edge is: and third, study the kind of global
competitiveness that Korea's fashion industry must achieve,

To adopt a generalized double diamond model to compare the competitiveness of the Korean and
Japanese fashion industries, we selected 31 sub-variables to act as determinants of the model. That
is, we extracted 3lsub-variables by doing research of literature to analyze national competitiveness of
the fashion industries, To measure these 31 sub-variables, secondary data was gathered. We collected
data related to each sub-variable from various sources of Korea and Japan. And to calculate the
competitiveness index. we took three steps with reference to previous studies.

We found that status of the fashion industry of the two countries as it stands, That is, Japan is an
advanced country of which fashion industry is domestic market-oriented while Korea is a small open
economy that mainly focuses on the forelgn market, Out of 31 proxy variables, Korea's fashion in-
dustry shows higher measurements relating to production and export than Japan, but Japan's fashion
industry reports higher measurements than Korea in the fields of R&D, design and brand power, the
rate of value added, the efficiency of companies and globalization.

In order for Korea's fashion industry to achieve competitiveness in the global market, it should pur-
sue the following development direction. First, it is very difficult for Korea to follow the footsteps of
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the U.S. and Japanese fashion industries that are able to take advantage of economies of scale, because
Korea is smaller than those countries. Therefore, in the case of small economies such as Singapore,
strengthening of international activities will practically improve domestic determinants that Korea
should improve its domestic diamond by enhancing the current competitiveness of its international
diamond. In other words, Korea needs to further endeavor to develop and expand global resources and
markets as well as improve its competitiveness in terms of R&D, design and brand power, the rate
of value-added, and the efficlency of companies. As the Korean fashion industry shows relatively ad-
vanced level of information technology and the fashion education system, it has considerable potential
to grow, Korea is expected to have a huge growth potential since it has relatively higher level of in-
formation technology, fashion education system and activities than those of Japan in both the domes-
tic diamond and international diamond, In particular, a better environment is laid out before Korea to
gain competitiveness in the fashion industry due to the recently growing influence of the Korean Wave
that Korea is expected to grow as a leader in the Asian market as well as in the global market.

Key words: Korean Fashion Industry, Japanese Fashion Industry, Generalized Double Diamond

Model. Competitiveness.

I. Introduction

Changes in consumption patterns, introduction
of diverse market opportunities, globalization of
production and sale, intensifying global com-
petition, complex trade mechanism such as the
World Trade Organization (WTO), and free
trade agreements (FTAs) in the current do-
mestic and overseas fashion market are en-
couraging continuous innovation and change
among domestic and overseas fashion companies,
Fashion companies are seeking ways to modify
themselves in order to survive possible re-
organization of the domestic and overseas fash-
ion market following the rise of developing na-
tions that has been occurring since the in-
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troduction of Agreement on Textiles and Clothing
of the WTO (former UR Agreement on Textiles
and Clothing) in the fashion industry. Countries
that lead the fashion industry, such as the
US.. EU. member countries, and Japan, as
well as newly industrialized countries in terms
of fashion, such as Korea, are seeking various
ways to foster their own fashion industrv un-
der such circumstances, As a consequence, do-
mestic and overseas fashion companies have
moved their overseas production bases and
turned to global sourcing, outward processing,
manufacturing and sales networks, global sup-
ply chain management (SCM), and global
pipelines (Dickerson 1999: 4-5 Jin 2004: 240-
242 Son et al. 2007: 508). Since the domestic
fashion market is saturated with global and



domestic fashion companies and brands, it is
crucial for Korea's fashion industry to partic-
ipate in the global fashion market.

The purpose of this paper is to seek ways to
improve the competitiveness of Korea's fashion
industry by utilizing the source of competitive-
ness of Japan's fashion industry, which repre-
sents the world’s leading countries in terms of
fashion, so that Korea can better enter the
global fashion market, The study shall first
compare the competitiveness of the Japanese
and Korean fashion industries by utilizing the
generalized double diamond model: second,
provide an understanding of what the Japanese
fashion industry can offer to Korean fashion
industry and companies - that is, understand
what the Japanese fashion industry’'s com-
petitive edge is: and third, study the kind of
global competitiveness that Korea's fashion in-
dustry must achieve,

II. Theoretical Background and
Research Proposition

2.1 Korean Fashion Industry and
Japanese Fashion Industry

2.1.1 The Historical Perspective of the
Fashion Industry

According to many mainstream econormists’

views such as the Flying Geese model (Akamatsu
1962) and the neo-classical view (the World
Bank 1993), it has historically been argued
that the modern textile industry including gar-
ment manufacturing, is suited to early econo-
mies and plays a key role in the initial in-
dustrialization process, because it is labor in-
tensive but requires a low level of technology
(Kelegama 2009: 580). In the eighteenth cen-
tury, the modern textile industry began with
the manufacture of spinning and weaving ma-
chines during the industrial revolution in England.
In the beginning of the nineteenth century,
textile production extended to the rest of Europe
and North America along with the mecha-
nization of industries, and in the twentieth
century expanded sequentially to East Asian
countries such as Japan and the Big Three
(Korea, Hong Kong, and Taiwan) (Leseure,
Hurreeram, & Bennett 2009: 618).
Furthermore, the textile complex in major
developed countries (the United States, Canada,
nations in Western Europe, Japan, and Australia)
typically led the industrialization process within
each nation, In each country, the sector be-
came quite advanced and competitive as a
producer for textile and apparel markets and
eventually evolved into full maturity stage.
Japan was clearly the early leader in develop-
ing its industry and exporting products to other
parts of the world. Many East Asian countries
followed in Japan's footsteps to become some
of the major suppliers in today's international
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textile and apparel markets, Many of these
countries (e.g, Hong Kong, South Korea, and
Taiwan) have well-developed production and
marketing structures and exert a powerful in-
fluence on global markets in the sector. Now,
however, the Japanese textile industry had
changed its focus to capital- intensive syn-
thetic fiber: its fabric producers are still com-
petitive in the international market, although
Korea has also tried to move into capital-in-
tensive, high tech, and value-added industries
as a result of developing countries such as China,
India, and Vietnam rapidly increasing the com-
petitiveness of their fashion industries (Park
and Anderson 1991: 545-546 Dickerson 1999:
51-53),

In the twentieth century, the development and
expansion of IT and globalization led to the
globalization of the long commodity chain, in-
cluding a number of economic agents- up-
stream and downstream, which are spread all
over the world in the textile industry. In the
global commodity chain, collaborative relation-
ships between advanced countries and develop-
ing countries have been developed based on a
vertical hierarchy: trademark owners and large
retailers from developed countries possess the
power in the relationships (Hassler 2003: 515-517).

2.1.2 Similarities and Differences
Between Two Countries

Many scholars (Lee (a) 2003: 359-361 Lee
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(b) 2003: 433-435) have pointed out that the
Korean fashion industry has some similarity
with the Japanese fashion industry. This is due
to its similarity to the Japanese fashion in-
dustry in terms of political, economic, society
and cultural background. In addition, the two
countries have much in common in terms of
consumers fashion awareness and their pur-
chase behaviors, as well as business practices
of fashion companies, due to two countries’
similarity in their acceptance process of west-
ern style dress and geographic proximity.

In particular, even though there has been a
difference in time, Korea and Japan have
shown a similar fashion industry development
process: both countries first accepted west-
ern-style dresses and suits: then adopted tai-
lor-made suits: and most recently both coun-
tries have developed a practical apparel market,
mass fashion market, high-sense fashion mar-
ket and global market. Korea and Japan show
similarity in terms of their fashion structure:
that is, the textile industry still accounts for a
large portion in the entire fashion industry in
both countries (Lee (a) 2003: 359-360).

Of course, there are some differences be-
tween two countries. First of all, Korea and
Japan chose different strategies, because the
Japanese fashion industry was based on do-
mestic consumption (like the USA) while the
Korean fashion industry was export-driven.
Secondly, Korea has been strong in the techni-
cal aspects of dyeing and processing as well as



consumer’s sensitivity aspects, which are an
important factor to the national image and
fashion market while Japan far excelled Korea
in technical and design capability (Lee(b) 2003:
433-434), Japan's fashion industry has exercised
great influence on the global market, Japan is
still positioned as a supplier of high-tech tex-
tiles, although it is highly dependent on apparel
imports. About 82% of garments consumed in
Japan are imported from China, and the rest
are imported from Southeast Asian countries
and Bangladesh (Samsung design net 2011).
Textile production of Korea, which was once
one of the mainstays of the Korean fashion in-
dustry, decreased after the mid- 1990's due to
the improvement of production capability among
developing countries and the decrease in import
demand. Finally, there is a time gap between
the two countries, When the Korean fashion
industry was established, it was 15 years be-
hind Japan's, However, as time went by, the
time gap between the two countries’ fashion
industries has narrowed (Lee (a) 2003: 359).

This study aims to seek ways for the Korean
fashion market to enter the global fashion
market by comparing the global competiveness
between Korean and Japanese fashion industry,
one of the leading and advanced fashion in-
dustries of the world, as the two industries
share geological and cultural similarities. By
comparing global competitiveness between the
two fashion industries, this study seeks to learn
what kind of global competitiveness is needed

for the Korean fashion industry to become one
of the leading fashion industries of the world
as well as analyze in detail the global com-
petitiveness of the Korean fashion industry in
order to search the essential factors of com-
petiveness needed for Korea to foray into the
global fashion market. To make such study
possible, Porter's diamond model and the gen-
eralized double diamond method that integrates
multinational activities were used to compare
and analyze the global competitiveness of the
two fashion industries,

2.2 Double Diamond Theory
2.2.1 Porter’s Diamond Model

On the basis of a 4-year study of 10 coun-
tries, Porter (1990) introduced the diamond model
as a new approach to the analysis of national
competitiveness, Porter's diamond model sys-
tematically incorporates many important varia-
bles into a single model, together with the pro-
duction factor conditions that most traditional
theorists employ to explain national competitiveness,
Porter's diamond model is composed of endog-
enous variables and exogenous variables and
provides four determinants which act as val-
uable terms of reference when evaluating na-
tional competitiveness: factor conditions, demand
conditions, related and supporting industries,
and firm strategy, structure, and rivalry. These
four components are endogenous variables and
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interrelated. Additionally, here are two exoge-
nous parameters: government and chance events
(Moon, Rugman and Verbeke 1998: 136-137
Rugman and D'Cruz 1993: 19-20).

The first category of determinants, factor
conditions, includes human, capital and physical
resources (basic conditions) as well as the
physical and knowledge Infrastructure of a
country (advanced factor conditions). The sec-
ond category, demand conditions includes struc-
tures of demand in the home market, the size
and growth of home demand and the processes
through which domestic demand is internationalized.
The third category is the role of related and
supporting industries in promoting competitive-
ness through coordination and sharing activities
in the value chain, The fourth category com-
prises firms' strategy, structure, and rivalry, such
as the ways in which they are managed and
choose to compete (Liu and Hsu 2009: 161
Wyk 2010: 58).

Although Porter's diamond model had con-
tributed to the revolutionary development of an
explanation on national competitiveness and many
studies have been conducted by applying the
model, many other studies have pointed out
the limitations of Porter's model. The critical
weakness of the model originates from Porter's
exclusive focus on the construct of a "home-
base”. In other words, the single diamond does
not provide sufficient explanation for the activ-
ities of multinational corporations. In addition,
Porter's home-based diamond model does not
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fit in well with small open economies, From the
view point of a small nation. which depends to
a large extent on foreign markets and also on
foreign policy, Porter's view is mainly fixed on
a large home base country, and therefore a
single diamond needs to integrate and link with
the diamonds of other economically stronger
countries. As globalization proceeded apace in
the 20th century, global multinational enterprises
especially have had an important role as an in-
tegrating force in the global economy. Thus
many studies hold that Porter's diamond model
needs to be substantially modified to take into
account the current nature of the MNEs by
considering not only domestic but also foreign
resources, Subsequently, a modification of Porter’s
model was proposed and is referred to as the
double diamond model (DDM) (Moon and Kim
2010: 77 Moon, Rugman and Verbeke 1998:
148 Rugman and D'Cruz 1993: 24-26 Sardy &
Fetscherin 2009 7).

2.2.2 Generalized Double Diamond Model

Rugman and D'Cruz (1993) introduced the
double diamond model linking the domestic di-
amond of each country to that of a relevant
‘triad’, thus incorporating the international con-
text of national competitiveness. Furthermore
they proposed that global managers consider
both domestic and foreign diamonds to survive
and grow in an increasingly globalized market
(Rugman and D'Cruz 1993: 29-31 Moon and



Kim 2010: 77),

Although D'Cruz's North American diamond
framework fits Canada and New Zealand well,
it may not fit other small nations such as Korea
and Singapore. Firms from small countries or
operations of MNEs, which are engaged in
both domestic and global competition for re-
sources and markets, are likely to be concerned
more with global than domestic industrial
structure. The linkage with other countries’ di-
amonds can impact the domestic diamond. Thus,
Moon et al (1995: 1998) generalized the double
diamond model (generalized double diamond
model, GDDM) to fit all small open economies
by formally integrating the multinational activ-
ities demonstrated as the difference between
the domestic diamond and the international di-
amond (Liu and Hsu 2009: 162 Moon, Rugman
and Verbeke 1998: 148).

In the generalized double diamond model,
Moon et al. (1998) define national competitive-
ness as the capability of enterprises engaged in
value-added activities in a specific industry in
a particular country to sustain this added-value
over long periods of time in spite of interna-
tional competition. Therefore, sustained value-
added activities in specific industries in a par-
ticular country may result from both domes-
tically and foreign-owned enterprises. The in-
ternational diamond represents the national
competitiveness determined by domestic and
international parameters. These mullinational
activities are composed of outbound and in-

bound foreign direct investment (Liu and Hsu
2009: 162-163 Moon, Rugman and Verbeke
1998: 138-139).

The DDM has proven to be more useful for
making global comparisons, It has three im-
portant extensions to Porter's single diamond
model: (1) the model clearly incorporates mul-
tinational activities: (2) the model is able to
operationalize the competitiveness paradigm
and a comparison of the size and shapes of the
domestic and international diamonds shows major
strategic differences: (3) it includes govern-
ment as an important variable that influences
the four determinants of the Diamond Model,
In order to assess global competitiveness, both
domestic and international determinants have to
be taken into account (Sardy and Fetscherin
2009: 7).

2.2.3 Application of Double Diamond
Model

The double diamond model and the general-
ized double diamond model have been mainly
applied to comparative analyses of the com-
petitiveness of the two industries.

Birdwell and Kuo (2006), in discussing the
computer industry in China and Taiwan, out-
lined a single “Diamond” for each country, but
also a "Double Diamond™ for the greater China,
Le. two countries or one nation with two inter-
connected regions. Moon et al (1998) proves
the validity of the GDDM through the empiri-
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cal study of Korea and Singapore. Originally,
the two economies were chosen due to Porter's
inappropriate prediction about these two econo-
mies based on the single diamond. After the
ten-year of the Asian Financial Crisis in 1997,
Kim and Moon (2010) compared and contrasted
the competitiveness of Korea and Singapore
over the preceding ten vyears. Liu and Hsu
(2009) compared the competitiveness of the
economies of Taiwan and Korea, The compar-
isons between each pair of countries were based
on the average values of the data over five
years (2000-2004). They applied a generalized
double diamond model approach to analyze the
overall competitiveness of these small open
economies, Wyk (2010) did not compare two
industries or economies, but instead investigated
the national competitiveness of Botswana in
the global diamond industry. A double dia-
mond framework was developed to explore
Botswana's competitiveness, and to initiate change
in the country’s national competitiveness strategy.

Moon and Lee (2004) tried to clarify the issue
of the competitiveness of Samsung Electronics
and Sony using the generalized double dia-
mond model and also suggested the main fac-
tor determining the competitiveness of multi-
national firms in the global market. Kim et al.
(2006) and Son et al. (2007) had different
methods and procedures for collecting data, but
both applied the generalized double-diamond
theory to compare the competitiveness of the
Chinese and Korean fashion industries in order
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to investigate the competitive advantage of the
Korean fashion industry and build an entry
strategy for the Chinese fashion market. Sardy
and Fetscherin (2009) compared industry com-
petitiveness of emerging automotive manu-
facturing industries in China, India, and South
Korea by using the double diamond model.

. The Analysis of Generalized
Double Diamond Model

3.1 Determination of Variables and
Descriptive Data

To adopt a generalized double diamond model
to compare the competitiveness of the Korean
and Japanese fashion industries, we selected 31
sub-variables to act as determinants of the
model. That is, we extracted 3lsub-variables
by doing research of literature (Jin 2004 Jin
and Moon 2006 Kim et al, 2006 Liu and Hsu
2009 Moon and Kim 2010 Moon and Lee 2004
Shafaei 2009 Son et al. 2007) to analyze na-
tional competitiveness of the fashion industries.
To measure these 31 sub-variables, secondary
data was gathered. We collected data related
to each sub-variable from various sources of
Korea and Japan.

As shown in (Table 1>, according to the
model, the four determinants are: factor con-
ditions, demand conditions, related and sup-



(Table 1> Four Factor Conditions of Diamond Model and Proxy-Variables, Measurements

Variables Proxy

Data Source

Factor Conditions
Domestic
Basic o007

Increase in rate of production (%), 2010/2009

Advanced Researchers in R&D (per mullion people), 2007

R&D expenditure (% of GDP), 2007

Rovalty and license fees, receipts (Bop, current US$), 2010

Productivity of professionals, 2007

Design power in clothing & textiles (Italy, France = 100), 2011
International
Basic Increase in rate of exports (%), 2009/2010

Total amount of outgoing FDI from Korean clothing and textile

Advanced oy e (outward FDI) (millions $). 2010

total amount of incoming FDI to Kerean clothing and textile

industry (inward FDI), (millions$), 2010
Demand Conditions
Domestic
Size Total population (thousand people), 2010

Gross domestic product (GDP)(million$), 2010

Employment rate (100- employment rate) (%), 2011
Stphidication Rate of expenditure on clothing & textiles out of gross income (%),

211

Demanding needs of consumers, 2007
International
Size (Oversea market share (%), 2010

Sophistication Preference for local brands in oversea market (Italy, France=100),

2011
Related and Supporting Industries Conditions
Domestic

Infrastructure ~ Secure internet servers (per 1 million people), 2010
Fixed broadband internet subscribers (per 100 people), 2010

Gross output of textiles(thousand tons), 2009

Reled  Bcatoal faciity relted to clthing & textle (per 1 millon
pele), 2012
International

Infrastructure  Airplane, registered carrier departures worldwide, 2009
Container port traffic (TEU: 20 foot equivalent units), 2009

Internet users (per 100 peaple), 2010

Rete Number of publcations relatod to clting and tectles amog
oversea journals, 2008-2011

Firm strategy, Structure, and Rivalry

Domestic

Rivalry Competition intensity among domestic companies, 2007

Management QR system (Italy, USA=100), 2011

Efficiency The rate of added value in textile industry (%), 2008

International
Rivalry Markef share of major global markets (country/world, %), 2010
Global Internationalization of enterprises, 2007

Business Global business leadership of CEOs, 2007

Number of workers and laborers in the clothing and textile industry,

Amount of clothing & textile exports ($), 2010

KOFOT! (http://www kofotiorkr): Chemical Fibers
Association (http://www.xcfagr.p)

KOFOTT (http://www kofotiorkr): Statistics Bureau
(http://www stat.go.jp)

World Bank (http://data worldbank.org)

World Bank (http://data worldbank org)

World Bank (http://data worldbank org)

KIET (http://wrw kietre kr)

KIET (http://www kietrekr)

UNCTAD (hitp://unctadstat.unctad org)
OECD (http://stats.cecd.org)

OECD (http://stats.cecd.org)

OECD (http://stats.cecd.org)

International Monetary Fund(http://www.imf org)
OECD (http://statscecd org)

Statistics Korea(http://kostat.gokr): Statistics Bureau
(http://www stat.go.p)

KIET (http://wwwkiet rekr)

KOFOTI (http://www.kofotLorkr)
KIET (http://www kiet rekr)

World Bank (http://data.worldbank org)
World Bank (http://dataworldbank org)

Fiber organon (http://www.fibersource.com)
Ministry of Education, Science and Technology
(http://std kedi.re kr)

National specialized training center

( "ZEESR LA, )

World Bank (http://data worldbank org)

World Bank (http://data worldbank org)

World Bank (http://data werldbank org)

UNcomtrade (http://comtradeun.org)

Journal of Fashion Marketing and Managemert,
International Journal of Clothing Science and Technology

KIET (http://www kietrekr)
KIET (http://www kiet.re.kr)
KIET (http://www kiet rekr)

WTO (http://www,wto,org/statistics)
KIET (http://www kietrekr)
KIET (http://www kiet.re kr)
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porting industries, and firm strategy, structure
and rivalry. Each condition is divided into do-
mestic and international variables.

Each sub-variable of each determinant se-
lected for following grounds.

3.2 Factor Conditions

Factor conditions, which refer to the nation's
position in factors of production that was nec-
essary fto compete in a given industry, are
classified into basic factors and advanced factors,
The former refer to natural resources, location,
unskilled labor, debt capital, while the latter
indicates modern social infrastructure and highly
educated professionals (Porter 1990: 71 Moon
and Kim 2010: 80-81).

Porter(1990: 77) argues that advanced fac-
tors are now the most significant factors for
competitive advantage, and the institutions re-
quired to create truly advanced factors(such as
educational programs) themselves require so-
phisticated human resources and/or technology,
Liu & Hsu (2009: 165) also conclude that the
scale and the results of R&D investment are
the most fundamental elements for determin-
ing innovation.

Advanced or specialized factors are necessary
for more sophisticated forms of competitive ad-
vantage in fashion industry. New competitive
factor conditions in apparel industry lie in ad-
vanced or specialized factors, such as skilled

human resources (e.g, creative designers) and
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production and process technology. Thess new
sources of competitive factors can be easily ob-
served in the most advanced fashion countries
such as France, Italy and the US (Jin and
Moon 2006: 197).

For international factor conditions, Korea al-
ready relocated most of their labor-intensive
production operation to Southeast Asian coun-
tries and China because wages had rapidly in-
creased in Korea, However Korea still needs to
attract investment from multinational firms
from advanced countries, obtain modern tech-
nologies from them and ultimately improve do-
mestic factor conditions through R&D collabo-
ration with those firms. Therefore FDI inflow/
outflow are important international strategies
for improving national competitive advantage (Liu
and Hsu 2009: 165 Moon and Kim 2010: 81).

3.3 Demand Conditions

Demand conditions, which refer to the nature
of the home-market demand for an industry’s
product or service (Porter 1990: 71), distinguish
the size and the sophistication of demand. The
size of domestic demand in fashion industry
may be important to national advantage from
the perspective of economic scale and learning
speed, but the presence of sophisticated, de-
manding buyers is more important in the fash-
ion industry, as domestic consumers demand
for creative designs, services, or brands strengthens
national competitiveness. Those consumers’ so-



(Table 2> Descriptive Data for Factor Conditions

Variables Proxy Korea Japan
Domestic
y Number of workers and laborers in the clothing
Baac 5ok and textile industry, 2007 L 28,800
Increase in rate of production (%), 2010/2009 1089 102.4
Advanced R&D Researchers in R&D (per million people), 2007 4627 5573
R&D expenditure (% of GDP), 2007 32 34
Royalty and license fees, receipts (Bop, current
US$). 2010 3,145,800,000 26,680,317,334
Technical ProFluctivity of professfionals. 200? 109 126
Pitie: Design power in clothing & textiles (Italy, 60 80
France = 100), 2011
International
Basic Oversea Sale Increase in rate of exports (%), 2009/2010 144 133
Oversea Total amount of outgoing FDI from Korean
Advanced Investment clothing and textile enterprises (outward FDI) 362.8 380.6
(millions $), 2010
Total amount of incoming FDI to Korean
clothing and textile industry (inward FDI), 3549 683.9

(millions $), 2010

Sources: KOFOTI (http://wwwkofotiorkr): Japan Chemical Fibers Association (http://www. jcfagrp): Statistics
Bureau (http://www.statgo.jp): World Bank (http://dataworldbankorg): KIET (http://wwwkiet.rekr).
“Globalization Divers of Industry and Analysis of Nation's Competitiveness”: KIET (http://www kietrekr),
“Fundamental analysis of the fextile industry”: UNCTAD (http://unctadstatorg): OECD (http://stats.cecd.org),
FDI outflows/FDI inflows in textile and wearing apparel industry

phistication and needs are also related to fash-
ion buying behavior such as expenditures and
frequency of purchase. Branding in the apparel
industry is even more critical, since differentiation
and evaluation of items often depends on the
brand of the items (Jin and Moon 2006: 198
Kim et al, 2006: 1357 Son et al. 2007: 512).
Small open economies such as Korea have
relatively small domestic markets, and it is
necessary to search for foreign markets to se-
cure economies of scale. Firms from these kinds
of economies cannot limit their business scope

to the domestic markets: they must try to ex-
port their goods abroad. Hence, overseas mar-
ket scale as well as preference for local brands
in overseas market scan be critical proxies for
the complexity of international demand (Liu
and Hsu 2009: 166).

3.4 The Related and Supporting
Industry

Related and supporting industries refer to the
presence or absence in the nation of supplier
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(Table 3 Descriptive Data for Demand Conditions

Variables Proxy Korea  Japan
Domestic
Size Market Scale Total population (thousand people), 2010 50,516 127,510
Gross domestic product (GDP) (million$), 2010 986 5391
Employment rate (100-employment rate) (%), 2011 96.9 954
Septistication %Eﬁi?itm 5%32 o b % &
Demanding needs of consumers 112 99
International
Size Oversea market Scale Oversea market share (%), 2010 2 1.2
st Soume, | Dol n o g

Sources: OECD (http://stats,oecd.org): International Monetary Fund (http://www.imforg): Statistics Korea (http://
kostat.gokr) : Statistics Bureau (http://www stat.gojp): KIET (http://www kiet rekr). "Globalization Divers of
Industry and Analysis of Nation's Competitiveness”: KOFOTI (http://wwwkofotiorkr): KIET (http://
www kiet rekr). "Fundamental analysis of the textile industry”™

industries and related industries that are inter-
nationally competitive (porter 1990: 71). These
industries consist of firms on the upstream and
downstream, related industries and other sup-
porting industries. Additionally, these industries
should include not only infrastructure such as
transportation and communication (Moon and
Kim 2010: 82), but also industries which help
and expedite other industries within the econo-
my, by providing benefits such as innovation,
upgrading, information flow, and shared tech-
nology development which create advantages
in downstream industries (Shafaei 2009: 23
Ozgen 2011: 68).

In today's global apparel environment, which
requires global market, global sourcing and global
supply chain, efficient strategies of transportation
and communication are necessary. That is, global
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chain management and information technology
are more important than supplies such as raw
materials, For example, Liz Claiborne Inc. sour-
ces from as many as 31 different countries us-
ing 240 factories. Therefore, coordinating pro-
duction and efficient communication with sup-
pliers have become critical (Jin and Moon, 2006:
198-199). Also, industries related to fashion,
including textile industries and education and
knowledge industry are also important for
building a competitive advantage (Kim et al.
2006: 1357 Son et al. 2007: 513).

For small open economies facing severe com-
petition, such as Korea, backup from domestic
related and supporting industries is simply not
enough: more synergy with and expansion into
related and supporting international industries
are very necessary (Liu and Hsu 2009: 167).



(Table 4) Descriptive Data for the Related and Supporting Industry Conditions

Variables Proxy Korea Japan

Domestic

Infrastructure Transportation Roads, paved (% of fotal roads), 2007 783 796

Communication ~ Secure internet servers (per 1 million people), 2010 1,140 650
Fixed broadband internet subscribers (per 100
36 27
people), 2010

Related :

Fltidbry Related Industry Gross output of textiles (thousand tons), 2009 1,410 720
Educational facilities related to clothing & 170 1.98
textiles(per 1 million people), 2012 ' :

International

; Airplanes, registered carrier departures
Infrastructure Transportation worldwide, 2009 256,160 641,913
;o Container port traffic (TEU: 20 foot
Communication equivaleat units), 2009 16,053,629 16,285,918
Internet users (per 100 people), 2010 83 79
Eﬁiﬁy Related Industry Amount of clothing & textile exports ($) 13984209799 9,034.793,883

Number of publications related to clothing and
textiles among oversea jurnals, 2008-2011

20 9

Sources: World Bank (http://data worldbank.org): Fiber Organon (http://www fibersource.com): Ministry of Education,
Science and Technology (http://std kedirekr): National Specialized Training Center ( "Z:FIEEIS4bH: &AL
#ifer, ) UNcomtrade (http://comtradeunorg): http://search proquest.com/publication (Journal of fashion
marketing and management / International journal of clothing science and technology)

In today's global environment infrastructure for
international transportation and communication
for international business is important (Moon
et al. 1998: 143) and actually it is necessary
for those countries to enter the global market
(Yeu et al. 2013: 263 Lee et al 2010: 96)

3.5 Firm Strategy, Structure, and
Rivalry

Firm strategy, structure, and rivalry refer to
the conditions in the nation governing how

companies are created, organized, and managed,
and the nature of domestic rivalry (Porter 1990;
71). That is, the establishment, organization
and management of firms and the condition of
the competitors are all important parts of na-
tional competitiveness, and vary with the strategy,
structure, and rivalry of each country (Liu and
Hsu 2009: 167).

One important source of competitive advant-
age in the apparel industry has been high
quality design. In context of global competition,
agility, which is a new and different source of
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(Table 5) Descriptive Data for Firm Strategy, Structure, and Rivalry Conditions

Variables Proxy Korea  Japan
Domestic
Rivalry Market Competition Competition intensity among domestic companies, 2007 105 8.7
Management  Asgility QR system(ltaly, USA=100), 2011 60 90
Efficiency High design Quality The rate of added value in textile industry(%), 2008 242 36.3
International
Rivalry Market Competition I{;o[a;rkgémshare of major global markets(country/world, 21 13
Global Global Networking Internationalization of enterprises 104 12.3
Business Global Challenge  Global business leadership of CEOs, 2007 109 129

Sources: KIET (http://www.kietrekr), “Globalization divers of Industry and analysis of nation's competitiveness”™ :
KIET(http://www kiet re kr). “Fundamental analysis of the textile industry” : WTO(http://www.wtoorg/sta-

tistics)

competitive advantage, should be added along
with high quality design. The fashion industry
is characterized by extensive and diverse sour-
ces of uncertainty due to fluctuating demands,
seasonal changes, and variation in style preferences,
In response to market instability, apparel firms
must react rapidly: thus ‘agility’ has become a
means of achieving competitive advantage. In
the case of Zara, it takes less than two weeks
for seasonal items to get from the design room
to a store, Design-to-delivery is as much as 12
times faster for Zara than for its competitors
(Jin 2004: 240 Jin and Moon 2006: 199).

The fashion industry has certain defining
features, such as the long global commeodity
chain, which involves many global economic
agents such as fiber, textile, fabric and raw
material suppliers: cutting, sewing and finish-
ing process: design, buying, marketing brands,
refailers and traders: transportation: and warehouses,

70 ASIA MARKETING JOURNAL Vol. 15 No. 01 April 2013

These economic agents are generally spread all
over the world. Therefore, maintaining efficient
global network of both local and oversea sour-
ces and continuously upgrading internal capa-
bilities are critical to succeed in the global fashion
industry (Jin 2004: 241 Kim et al. 2006: 1358
Shafaei 2009: 27).

IV. Empirical Results of the
Diamond Test

4.1 Calculating Scores and Drawing
the Diamond

To calculate the competitiveness index, we took
three steps with reference to previous studies
(Moon et al. 1998 Moon and Lee 2004 Liu and
Hsu 2009 Sardy and Fetscherin 2009 Moon and



Kim 2010). Before describing the steps, the
structure of the competitiveness index must to
be outlined. The competitiveness index is the
result of the calculation of the data for domes-
tic and international variables, consisting of four
conditions. Each condition is measured by sev-
eral sub-variables (proxy variables). First, for
each proxy variable, the maximum score 100"
is given to the country with the higher value,
and a relative ratio in terms of a percentage is
given to the country that has the lower value,
That is, the score of the country with the
higher value is “100", and the score of the country
with the lower value was calculated by divid-
ing the lower value by the higher value. For
example, with respect to ‘Increase in rate of
exports, which is one of proxy variables of in-
ternational factor conditions, the values of Korea
and Japan are 144 and 133. The maximum
score (100) is given to Korea, Japan's score is
92.36( =133/144*100).

Second, for each domestic (or international)
variable of a condition, which contains more
than one sub-variable, impartial weights are
given to each sub-variable. For example, for
the international variable of factor conditions,
which contains three sub-variables (increase in
rate of exports, outward FDI, inward FDI), the
Korea's score of international factor condition is
82.41(=100/3 + 95.32/3 + 51.90/3).

Third, a global diamond is constructed by
adding the international competitiveness index
to the domestic competitiveness index for each

condition. For instance, Korean domestic factor
condition is 69,08, By adding the international
competitiveness index 8241 to this score, and
then simply averaging the sum, the Korean
global diamond for factor condition is determined
to be 75.74.

Competitiveness indices in (Table 6) are the
result of the calculation of descriptive data for
factor conditions {Table 2), demand conditions
(Table 3>, RSI conditions {Table 4), and SSR
conditions {Table 57, using the steps of calcu-
lation above,

4.2 Domestic Variables of the
Diamond Model

(Figure 1> shows the empirical results of the
domestic diamond. According to the domestic
diamond, the Japanese fashion industry sur-
passes the Korean fashion industry in all fac-
tors except for related and supporting industries
conditions. This means that except for the RSI
determinant, the Japanese fashion industry is
more competitive in all domestic determinants.

We can find several important implications
when the measurements of the proxy variables
are closely examined together, First of all, the
domestic diamonds of Japan and Korea dem-
onstrate that Japan has saturated fashion in-
dustry characteristics of developed countries while
Korea shows fashion industry characteristics
displayed by NICs, Moreover, when examining
the results of the comparative research of the
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(Table 6> Competitiveness Index of the Diamond Model

Korea Japan
Factor Conditions
Domestic Value 69.08 99.15
International Value 8241 9745
International Diamond (Domestic + International) 75.74 98.30
Demand Conditions
Domestic Value 71.58 87.37
International Value 7778 80.00
International Diamond (Domestic + International) 7468 83.68
Related and Supporting Industries Conditions
Domestic Value 96.85 76.41
International Value 87.70 81.17
International Diamond (Domestic + International) 9227 78.79
Firm Strategy, Structure, and Rivalry Conditions
Domestic Value 77.78 94.29
International Value 89.68 87.30
International Diamond (Domestic + International) 83.73 90.79

competitiveness of Korea and China's fashion
industries pursuant to the same method (Kim
et al 2006: 29 Son et al 2007: 20), Korea pro-
duced more competitive determinants than China
except for factor conditions. In other words,
the domestic diamond results of Japan-Korea
and Korea-China clearly show the fundamental
differences between advanced nations and
NICS, that is, the differences in the degree of
industrialization of the fashion industry.
Secondly, Korea reports higher measurements
relating to production and exporting, but Japan
excels Korea in R&D, technology and design
ability, the rate of value added and the effi-
ciency of companies. That is, Japan's fashion
industry has already changed its focus to capi-
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tal-intensive and technology-intensive industry
while Korea's fashion industry is trying to fol-
low the advanced countries’ fashion industry.
Lastly, however, something remarkable ap-
peared regarding Korea's information technol-
ogy infrastructure: Japan shows a lower meas-
urement than Korea in terms of information
technology infrastructure. As information tech-
nology has become the foundation of the de-
velopment for almost every field of industry in
the 21% century, the prospect of the Korean
fashion industry seems bright. Just as men-
tioned by Jin (2006: 202), with the growing
power of design and the power of culture with
the recent Korean Wave, we believe Korea will
grow to become a leader that may even sur-



{Figure 1) Domestic Diamond of the Korean Fashion Industry and Japanese Fashion Industry
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pass Japan in the fashion industry.

4.3 International Variables of the
Diamond Model

(Figure 2) shows the empirical results of the
international diamond. Accarding to the inter-
national diamond, the Japanese fashion in-
dustry is more competitive in all determinants
of the international diamond except for related
and supporting industries conditions, identically
to the domestic diamond. When comparing the
Karean and Japanese international diamond
shapes to the domestic diamond shapes, the in-
ternational diamonds are more similar than the
domestic one. That means the Korea fashion
industry is almost as competitive as the Japan
fashion industry.

We can find several important implications
when the measurements of the proxy variables
are closely examined together. First of all, as

shown by the result of the domestic diamond,
Korea shows fashion industry characteristics of
NICs so Korea reports higher measurements
relating to production than Japan. However,
Japan shows fashion industry characteristics of
an advanced country and reports higher meas-
urements than Korea in the fields of inward
and outward FDI, brand power in the foreign
market, and corporate globalization. As found
from the result of the domestic diamond, how-
ever, Japan shows lower measurements than
Korea in the fields of information technology
and education.

International diamend can be understood as
the globalization index of fashion industry for
each nation (Son et al 2007: 17), and in the
case of Korea, it is important for the Korean
fashion industry to focus on global resources
and markets as well as the level of global-
ization of companies as well as the nation itself
to develop its competitiveness since the scale of
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{Figure 2> International Diamond of Korea Fashion Industry and Japan Fashion Industry
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Korea's economy is relatively small (Moon
1998: 7). It is encouraging that the interna-
tional diamond of Korea is similar to that of
Japan, and Korea's higher competitiveness in
information technology and education shows it
is possible for Korea to improve the com-
petitiveness of its fashion industry.

4.4 Competitiveness Index of the
Diamond Model

{Figure 3) shows the empirical results of the
global diamond. All scores for the global dia-
mond are calculated as the average sum of the
scores from the domestic and international
diamonds. Looking info the domestic and inter-
national diamonds separately and regarding de-
terminants of each country’s competitiveness,
competitiveness can be more clearly shown and
explained through the global diamond, which
synthesizes domestic and international diamonds.
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The Japanese fashion industry is more com-
petitive in all determinant of global diamond
except for related and supporting industries
conditions, just as it was with the domestic
and international diamonds.

Comparison of the national competitiveness of
Korea and Singapore by Moon and Kim (2010:
85) shows similar results to this study. That is,
Korea has achieved remarkable growth in re-
lated and supporting conditions and this ach-
ievement is mainly attributable fo the develop-
ment of its world-class IT infrastructure and
transportation sector. However, Korea needs to
be more concerned about the improvement of
factor condition as well as demand conditions.
Therefore, Korea needs to focus on improving
factor conditions as well as demand conditions,
firm strategy, structure and rivalry conditions
in order to gain global competitiveness in the
fashion industry.



(Figure 3) Global Diamond of Korea Fashion Industry and Japan Fashion Industry
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V. Conclusion and Limitations

5.1 Implications

This study compares the Korean fashion in-
dustry with the Japanese fashion industry, which
is one of the leading fashion industries in the
world and at the same time shares many geo-
logical and cultural similarities with Korea, by
using the generalized double diamond model
and aims to find out what kind of global com-
petitiveness is needed for Korea to become one
of the leaders in the world fashion industry as
well as analyze Korean fashion industry’s cur-
rent global competitiveness.

That is, the Japanese fashion industry is that
of an advanced country which led the export
of textiles and apparel products in the mid1960s
following the US. and Europe. On the other

Factor conditions

—4—FKorea

—&—lapan

hand, Korea's fashion industry is that of NICs
which led the global export of textiles and ap-
parel products in the 1980s among East Asian
countries following Japan. In addition, Japan is
an advanced country in which the fashion In-
dustry is domestic market-oriented while Korea
is a small open economy that focuses more on
the foreign market. The result of this study
shows the status of the fashion industry of the
two countries as it stands. Out of 31 proxy
variables, Korea's fashion industry shows high-
er measurements relating to production and
export than Japan, but Japan's fashion industry
reports higher measurements than Korea in the
fields of R&D, design and brand power, the
rate of value added, and the efficiency of com-
panies and globalization,

In order for Korea's fashion industry to ach-
ieve competitiveness in the global market, it
should pursue the following development direction.
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First, it is very difficult for Korea to follow the
footsteps of the US. and Japanese fashion in-
dustries that are able to take advantage of
economies of scale, because Korea is smaller
than those countries. Therefore, just as pointed
out by Moon and Kim (2010: 86), in the case of
small economies such as Singapore, strengthening
of international activities will practically im-
prove domestic determinants that Korea should
improve its domestic diamond by enhancing
the current competitiveness of its international
diamond. In other words, Korea needs to fur-
ther endeavor to develop and expand global re-
sources and markets as well as improve its
competitiveness in terms of R&D, design and
brand power, the rate of value-added, and the
efficiency of companies,

As the Korean fashion industry shows rela-
tively advanced level of information technology
and the fashion education system, it has con-
siderable potential to grow. Korea is expected
to have a huge growth potential since it has
relatively higher level of information technol-
ogy, fashion education system and activities
than those of Japan in both the domestic dia-
mond and international diamond. In particular,
a better environment is laid out before Korea
to gain competitiveness in the fashion industry
due to the recently growing influence of the
Korean Wave that Korea is expected to grow
as a leader in the Asian market as well as in
the global market just as Lee (2003: 362)
mentioned.
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5.2 Limitations of the Study and
Suggestions for Further Studies

This study is meaningful in that it uses the
generalized double diamond model to visualize
a comparison of the Korean fashion industry
(based on small, open economy) with the Japanese
fashion industry (based on an advanced, de-
veloped country). The study, however, can be
supplemented and improved in several ways.
Above all, it uses secondary data to obtain the
measurements of variables, However, when it
comes to the measurement of firm strategy,
structure and rivalry conditions, obtaining in-
depth data through corporate surveys is critical.
In addition, given that this study uses secon-
dary data from the years between 2007 and
2011, the scope of the data is somewhat broad,
although previous studies (Liu and Hsu 2009
Moon and Kim 2010 Moon and Lee 2004) used
data stretching over four to five years, In par-
ticular, as the fashion industry changes faster
than any other industry in the global commod-
ity chain, the scope of secondary data should
be narrowed to less than three years.

Second, this study uses the generalized dou-
ble diamond model as a framework. The gen-
eralized double diamond model is a model sug-
gested by Moon et al. (1998) to compare com-
petitiveness of small open economies. Therefore,
considering that this study is to compare the
fashion industry of an advanced country (ie.,
Japan) and a small open economy (i.e., Korea),



generalizing the results of the global diamond
by utilizing the generalized double diamond
model would be impracticable, Thus, it is nec-
essary to develop a model to be used to com-
pare the competitiveness of countries with dif-
ferent sizes and in different stages of development.
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