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Abstract

The subject of this paper is analysis and assedswieforeign direct
investment (FDI) as made by transnational corpanasi in the textile, garment,
and leather industry on a world economic scale uwundenditions of
globalization. Significant changes are occurring tine sector and industry
structure of global FDI. In terms of the three s#stof the economy, a long—
term shift of FDI to the service sector at a castrivestments in manufacturing
may be seen. Foreign investments are being madeeitextile, garment, and
leather industry. They are growing in the long tetdowever, the dynamics of
the FDI streams flowing to this industry is onetlod lowest in manufacturing.
Over the long term (1990-2007), the share of thélée garment, and leather
industry in global FDI stock decreased from 1.59%0t6% in 2007. In spite of
the labour—intensive character of this industry, timeir bulk, the FDI are
destined to the highly developed countries.

1. Introduction

A significant manifestation of globalization is th@ernational flow of
capital, including in the form of foreign directviestment (FDI) as undertaken
by transnational corporations. Major changes akingaplace on the world
economic scale—i.e. changes in the positions dfiddal regions and countries
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in terms of global FDI stocks and flows as wellcimnges in the sector and
industry structure of FDI.

The objective of this paper is an attempt at anisgethe following
guestion: Faced with conditions of globalizationdathe development of
a knowledge—-based economy, are transnational adipos still involved in
providing foreign direct investment in traditiondiranches of industry,
especially in the textile and garment industry?

This article takes advantage of the UNCTAD datapagdéch contains
information on global cumulative FDI and annualrtoas well as their structure
by industry and in terms of geography. Due to tlyh evel of aggregation of
available data, the statistical analysis encomgagee “textiles, garments, and
leather goods” item, which has no significant intpac conclusions with respect
to the textile and garment industry. The analysisoenpasses the years 1990—
2008.

2. Changes in the Positions of Countries in the W&t Economy with
Respect to Foreign Direct Investment Stock

Subject to conditions of globalization as well agional integration, what
can be observed in the long term is the changpesition of certain regions and
countries in terms of foreign direct investmenthia world economy.

The European Union as a whole (EU27) remains the net exporter of
capital in the form of FDI in the world economy. Priorttee crisis of 2007, the
share of this group inumulative outward FDI reached 52% of all investments
on a world economic scale and over 45%umulative inward FDI. In 2008,
these shares fell to 50% and 43%, respectivelys Bhars withess to a decrease
in the capital involvement of European investor®ald as well as of the
occurrence of de—investment (UNCTAD 2009 and owoutations).

In 2008 the European Union’s cumulative FDI dirdcédrroad amounted
to USD 8 trillion, which was ten times more thanl®90. At the same time the
world cumulative outward FDI increased ninefold otlee same period. The
main competitors of the European Union in the afeautward capital flows in
the form of foreign direct investment on a worldlscwere the countries of the
Triad—i.e. theUnited States and Japan-as well as theleveloping countries
of Asia.

In 2008 the cumulative foreign direct investmenttioé United States
abroad amounted to over USD 3 trillion. Comparethwihe European Union,
this was a 2.5 times smaller volume. The UnitedeStaccupied second place in
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the world economy in terms of share in global cuatiué outward FDI. In 2008
this amounted to 19.5% of world outward FDI. Thisu®e was smaller by 4.6
percentage points than in 1990.

The cumulative foreign direct investmentsJafpan abroad amounted to
USD 680 billion in 2008, which accounted for 4.2%wwrld investments. The
share of Japan in world cumulative outward FDI dased by over seven
percentage points as compared with the year 1990.

The developing countries strengthened their position in global
cumulative outward FDI over the examined periodedéh countries invested
a total of USD 2.4 trillion abroad in the form dDF which accounted for 14.5%
of the global cumulative outward FDI for 2008. Cargd with the year 1990,
this signified an over sixteenfold increase in sislestments. The share of the
Asian countries amounted to 10.5%. This bears witness to their iamnt
position among the developing countries as invesatairoad (UNCTAD 2001,
2006, 2009 and own calculations). The presented danfirm the long—term
shifts in position of the main foreign investorgtektion should be called to the
emergence of a new player on a global scale infigsid—i.e. the countries of
Asia.

Data oncumulative foreign direct investmenton a global economic
scale as well as on individual regions confirm fleaust about two decades the
main groups of countries in the world economy—ite developed countries
and the developing countries—have noted an increageward flowing FDI
stocks similar to those on a global scale. Howeaerlearly greater growth in
cumulative FDI may be observed in the case of Japad China—i.e.
a twentyfold and eighteenfold increase when compavéh the year 1990.
Although true that the level of cumulative invesihise at the start of the
nineteen—nineties was very low in those counttigs,increase in capital stocks
in the form of FDI bears witness to the openingofiphe Japanese economy to
inward FDI as well as the increase in attractivene$ China to foreign
investors.

The position of the European Union as a region @aog FDI is that of
a leader. Over the examined period the Europeamrlinicreased its global
share in inward FDI, remaining the region in therldbceconomy that is the
destination of the most FDI. A total of 43% of ghblzumulative FDI—i.e. four
percentage points more than in 1990—was destinethi® region. The United
States decreased its share in global inward FDh £20.3% in 1990 to 15.3% in
2008. The developed countries as a group incretagedshare by less than 1.5
percentage points—i.e. to a level of 28.7% in 2008 CTAD 2001, 2006, 2009
and own calculations).
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Changes in theutward and inward flowing FDI streams demonstrate
an adjustment in the behavior of investors in toherisis. The European Union
as a whole felt the effects of the crisis in theesp of FDI flows more strongly
than all developed countries, although the sitmatiing the whole group was
far from favorable. As a result of the decreaseFDI, the position of the
European Union in annual global FDI streams alsngkd, which was stressed
above. The participation of new member states indMeDI streams continued
to be minimal. Their share in FDI flowing into tB&iropean Union amounted to
13.8% in 2008. Their share in FDI flowing out ofetlturopean Union was
a mere 1.5% at the same time (UNCTAD 2009 and aicutations).

3. Shift in the Sector and Industry Structure in Gbbal Foreign Direct
Investment: The Position of the Textile, Garment, ad Leather
Industry

The involvement of foreign investors in all threect®rs of the world
economy increased in the long term. However, sicanitt changes occurred in
the sector structure of cumulative inward FDI on a world economic scale. In
the breakdown of the economy into three sectorst wizgy be observed is the
increased interest on the part of foreign investothe tertiary sector—i.e.
services. In 2007 the cumulative FDI flowing intost sector was estimated at
over USD 10 trillion, which compared with 1990 was almost elevenfold
increase. The cumulative FDI for the secondaryaeete. manufacturing—
increase by a factor of over five over the samégpeiThe primary, basic sector,
saw investment increase over six times (UNCTAD 2808 own calculations).

The shift in the cumulative inward FDI structure $gctor resulted in an
increase in the share of services from almost 49%0B0 to just about 64% in
2007—i.e. an increase of 15 percentage points Tabée No. 1). At the same
time, the share of manufacturing and the primagtaean the total cumulative
inward FDI decreased. The share of manufacturingedsed from 41% in 1990
to 27% in 2007—i.e. by 14 percentage points. Treeslof the primary sector
decreased by only two percentage points—i.e. frof869to 7.5%. Thus, the
shift in the FDI structure was at the cost of irtm@nts in manufacturing.

The shares of individual industries involved in mfacturing and services
in total cumulative FDI also underwent modificatidn spite of the growth of
FDI in absolute terms, the shares of all branchesnanufacturing in total
cumulative FDI decreased. This also applies to tdwdile, garment, and
leather industry. In 2007 the global cumulative FDI for this indystwvas
estimated at over USD 90 billion and was over thi@es greater than in 1990.
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Thus, growth was slower than in FDI for the whole neanufacturing. As

a result, the share of the textile, garment, arathbr industry in global

cumulative inward FDI decreased over the analyzedog by just about one
percentage point—i.e. from 1.5% in 1990 to 0.692007. The shares in other
industries, even those ranked as moderately highhggh technology were in
the 2.5%—-5.4% range.

There were also changes in share of individual gygfeservice activity
within the service sector. Foreign investors weeggtipularly interested in
finance (19.4% of total global cumulative FDI in QZ), business—oriented
activities (18.6%), and trade (10.6%). The positidrcertain types of services,
albeit high, remained almost unchanged over théyaea period (e.g. finance
and trade), while in the case of services such st for business,
construction, transportation, and warehousing, eshain the total global
cumulative FDI increased significantly (e.g. by o1é percentage points in the
case of business—oriented activities).

The demonstrated changes in the structure of globatulative FDI
portray a very general tendency related to the grgwnportance of services in
the economy, the growing importance of modern sesjiand the development
of a knowledge—based economy.

Table No. 2 presents tlaerage annual levels of inward FDI flows on
a world economic scaldy sectors and industriesincluding their growth over
the years 1989-1991 and 2005-2007. The data cordariier observations
relating to the multiplication of global inward FBtreams in the long term.
They grew almost eightfold over just about twehaars. However, the sector
and industry breakdown depict significant differemén the dynamics of these
streams. Growth that is higher than the averagéhfomwhole of the economy is
seen in the primary and tertiary sectors—thiertglenfind ninefold over the
analyzed period, respectively. The average annDélsfreams increased 5.5
times in manufacturing—i.e. less than the averagéhie whole of the economy.

Breakdown by industry within manufacturing also desirates
significant differences in the scale of FDI inflowhis points to differentiation in
the attractiveness of individual industries to fgreinvestors. In terms of
absolute value, the greatest DFI streams flow itite chemical industry
(approximately USD 75 billion) as well as the protion of food, beverages,
and tobacco products (almost USD 41 billion). Giowt the FDI streams over
the analyzed period was greatest in the case ditrield and electronic
equipment manufacturing (an almost sevenfold gribpwahthe other end of the
spectrum, the lowest growth in FDI streams was sieethe case of two
industries—automobile and other transportation mmeint manufacturing and
the production of textiles, garments, and leather goal In the latter case, the
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inward FDI stream grew over the analyzed periocedfuld, reaching an
absolute level of USD 6.7 billion. On an annualls@nd in a global dimension
this is a relatively tiny supply of foreign capifal this branch of industry.

At the same time it should be stressed that thelymton of textiles,
garments, and leather goods is classified as arattensive industry that
creates jobs. In this context the relatively lamgenber of investment projects
undertaken in this industry—i.e. greenfield investth—should be seen in
a positive light. These investments mean an iner@agob growth and are very
desirable from the point of view of the solving labor market problems,
especially in the less developed countries (UNCTHI®4, Witkowska 2000,
pp. 647-668).

Data regarding the number and share of greenfiielstment projects by
sector and industry is shown in Table No. 3. Altofa47.8% of new project
implemented from scratch in 2008 involve manufdaomr The figure for the
first quarter of 2009 was 46.7%. This share felitegnatically over the entire
analyzed period—i.e. 2004 — first quarter of 20@&hares in individual
manufacturing branches were subject to differestiathanges over this period,
however.

The manufacture of textiles, garments, and leathegoods belongs to
five industries where the largest number investn@ojects are undertaken
from scratch. The branch accounted for almost 5#&llafew greenfield projects
on a global economic scale in 2008, where the &dar the first quarter of 2009
was 5.5%. Greater shares in the secondary secteramty held by production
of food, beverages, and tobacco products (5.7% (A8 machines and
equipment (5.9%), and electric and electronic emeipt (5.5%).

4. The Geographical Structure of Foreign Direct Inestment in the Textile,
Garment, and Leather Industry

It would be expected that in a knowledge—based @uogn labour—
intensive industries that use modern technolognestauman capital to a lesser
extent should be pushed into the developing castsiith their abundant labor
force through the medium of foreign direct inveatimerhis would be in line
with traditional theoretical explanations for skifh the locations of industrial
operations—i.e. the industry life cycle (Wysadka 1993, pp. 46-57). With
respect to FDI flowing to the textile and garmemdustry, statistical data seem
not to confirm this regularity.
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Table No. 4 presents data relating to the geogcaphstructure of
cumulative FDI destined for the textile, garmemig deather industry. Table No.
5, for its part, shows data relating to annual Erkams flowing into that
industry over the years 1990 and 2007, subdividgd highly developed
countries, developing countries, Southeast Europeauantries, and CIS
countries. The data demonstrate that in 2007 al®@% of global cumulative
FDI was directed to the highly developed countri€ompared with the
beginning of the nineteen—nineties, this share em®ed by almost five
percentage points. For its part, the share of theldping countries decreased
over the analyzed period and amounted to just ab8¥ein 2007. The countries
of Southern and Eastern Europe as well as the @lStges were the destination
of barely 0.8% of global cumulative FDI in 2007.

Analysis of annual levels of FDI streams flowingth@ textile, garment,
and leather industry on a global scale also cowsfithe dominance of highly
developed countries as those that take in suchsiments. However, what is
seen in the long term is the decreasing of theesbéarthe highly developed
countries in global FDI streams flowing to the tiextgarment, and leather
industry. What has grown is the share of the dgmtpcountries in global FDI
streams. The discussed shift does not change thiigpoof these groups of
countries in terms of volume of cumulative FDI destl for the analyzed
industry, however.

5. Conclusions

1. What is being observed is the long—term shift & gositions of main
foreign investors in the form of FDI. The leadinger of the European
Union remains unthreatened. However, the sharéiseoflnited States and
Japan are falling in terms of global cumulativevaard FDI. At the same
time, a new player is emerging in this field—theuwbies of Asia,
especially China.

2. The breakdown of cumulative inward FDI on a wortile indicates the
advantage of highly developed countries, includimg European Union,
over the developing countries as a destinatiorfdagign investment. The
phenomenon known as FDI cross—streams is beingtanada in a highly
developed country — highly developed country relati

3. The greatest interest of foreign investors is tadet the tertiary sector—
i.e. services. The shift in the sector structurgylobal cumulative inward
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FDI as observed over the long term was at theafdsireign investment in
manufacturing.

Cumulative FDI in the textile, garment, and leathetustry grew over
threefold in the long term. This signifies sloweowth than that for the
whole of the manufacturing industry. The shareheftextile, garment, and
leather industry in global cumulative inward FDIcdeased over the
analyzed period from 1.5% in 1990 to 0.6% in 200Fe share in other
industries, even those ranked as moderately highhah technology, was
in the 2.5%-5.4% range.

The manufacture of textiles, garments, and leagbeds is among the five
industries where greatest number of investmenteptsjfrom scratch is
being implemented. The industry had almost 5% nesgmfield projects on
a global economic scale in 2008. These investnegtsfy an increase in
the number of jobs by virtue of the labour intessigharacter of this
industry.

. FDI in the textile, garment, and leather indusiry,spite of its labour

intensiveness, was mainly directed to highly depetbcountries.
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Table 1. Estimated world inward FDI stock, by sectoiand industry, 1990 and 2007, USD

trillion and %

1990 2007
Sector/industry USD USD
- % - %
trillion trillion
Total 1942,1 100,0 15 696,9 100,0
Primary 181,9 9,4 11724 7,5
Manufacturing 798,6 41,1 42458 27,0
in which:
« Food, beverages and tobacc 80,3 4,1 450,0 2,9
« Textiles, clothing and leather 28,7 15 90,3 0,6
» Chemicals and chemical 172.0 8.9 8419 54
products
« Metal and metal products 67,6 3,5 369,9 2,4
* Machinery and equipment 63,4 3,3 2453 1,6
. Electrlqal and electronic 893 46 3995 25
equipment
» Motor vehicles aﬂd other 55,2 28 370,0 24
transport equipment
Services 947,7 488 100205 63,8
in which:
« Electricity, gas and water 10,1 0,5 344,9 2,2
« Construction 22,2 11 135,8 7,2
» Trade 228,2 11,8 1660,2 10,6
* Transport, storage and 206 15 9205 59
communications
* Finance 384,0 19,8 3041,9 19,4
* Business activities 139,3 7,2 29257 18,6
Private buying and selling of ) ) 6.0 0.04
property
Unspecified 14,0 0,7 252,1 1,6

Source: UNCTAD (2009) and own calculations.
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Table 2. Estimated world inward FDI flows, by sectorand industry, 1989-1991 and
2005-2007,USD bhillion and %

1989-1991 2005-2007
Sector/industry USD billion . Years 1989-
USD billion
% 1991=100
Total 186,5 1471,3 788,9
Primary 12,9 170,9 1324,8
Manufacturing 63,8 353,2 553,6
in which:
 Food, beverages and
tobacco 7,2 40,5 562,5
« Textiles, clothing and
leather 2,3 6,7 291,3
* Chemicals and chemical
products 12,0 74,6 621,7
* Metal and metal
products 5,3 33,9 639,6
« Machinery and
equipment 7,7 35,6 462,3
« Electrical and electronic
equipment 4,1 28,0 682,9
* Motor vehicles and other
transport equipment 3.9 8,5 217.9
Services 94.1 867,3 921,7
in which:
« Electricity, gas and
water 2,0 41,3 2065,0
» Construction 1,0 17,1 1710,0
» Trade 18,6 110,7 595,2
« Transport, storage and
communications 2.8 96,4 3442,8
* Finance 33,1 314,5 950,2
» Business activities 18,4 2255 1225,5
Private buying and
. 0.1 9,8 9800,0
selling of property
Unspecified 15,6 70,1 449,4

Source: UNCTAD 2009 and own calculations.




Table 3. Greenfield FDI projects, by sector/industy, 2004-2008, number and %

2009
2004 2005 2006 2007 2008 (January-
Sector/industry March)
No % No % No % No % No % No %

Total 10 100 10481 100 12 100 11 10( 15 10p 3363 00 1
Primary 326 3.2 452 4.3 482 4.0 611 51 1032 6. 562 7.6
m%;‘miic.turmg 5957 58.3 5694 54.3 6 22% 51. 5834 48]9 7433 .8 4F 1571 46.7
Food, beverages and )
tobacco 756 7.4 685 6.5 745 6.1 647 5.4 888 5Y 233 6
Textiles, clothing and 589 58 411 3.9 515 4.2 522 4.4 75¢ 4.9 149 56
leather
Chemicals and chemical !
products 689 6.7 591 5.6 651 53 656 5.5 71p 4.6 142 4
Machinery and
equipment 449 4.4 472 4.5 587 4.8 659 5.5 914 59 203 6
Electrical and electronic
equipment 974 9.5 954 9.1 934 7.7 781 6.5 0] 4 5.8 146 5
Services 3939 38.5 4 335 41.4 5468 44.9 5483 46}0 7096 5.6 4 1536 45.7

a) January-March

SourceUNCTAD 2009 and own calculations.
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Table 4. Estimated world inward FDI stock in textiles clothing and leather, by countries
of location, 1990 and 2007, USD billions and %

1990 2007
Countries — —
USD bhillions % USD billions %
World 28 697 100.0 90 254 100.0
Developed countries 23275 81.1 77 533 85.9
Developing countries 5422 18.9 12 039 13.3
South—East Europe
- - 682 0.8

and CIS

Source: UNCTAD 2009 and own calculations.

Table 5. Estimated world inward FDI flows in textiles clothing and leather, by countries

of location, 1990 and 2007, USD millions and %

. 1990 2007
Countries — —
USD miillions % USD miillions %
World 2328 100.0 6 749 100.0
Developed countries 2089 89.7 5304 78.6
Developing countries 240 10.3 1318 195
South—East Europe and
- - 127 1.9

CIS

Source: UNCTAD 2009 and own calculation.
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Streszczenie

BEZPOSREDNIE INWESTYCJE ZAGRANICZNE W PRZEMY SLE
TEKSTYLNO-ODZIE ZOWYM | SKORZANYM W WARUNKACH
GLOBALIZACJI

Przedmiotem artykutu jest analiza i ocena béppinich inwestycji
zagranicznych (BlZ), dokonywanych przez korpordcgsnarodowe w przersig
tekstylno-odziowym i skérzanym w skali gospodarkiviatowej. W warunkach
globalizacji obserwuje siwzrost wartéci skumulowanych BIZ i ich rocznych strumieni
w skali swiata, przy jednoczesnym przeswii pozycji gltdbwnych inwestorow i krajow
przyjmugcych, mierzonej udzialami w zasobach i strumieniB&A. Znaczce zmiany
wyskpujg w strukturze sektorowej igaliowej BlIZ. W ukladzie trzech sektorow
gospodarki obserwuje sidlugookresowe przesuwie BlZ do sektora ustug, kosztem
inwestycji w przetwérstwo przemystowe. W przgamgkstylno-odzimwym i skdérzanym
dokonywane ¢ inwestycje zagraniczne, zkszajce se w dtugim okresie, jednak
dynamika strumieni BIZ naptywgjych do tego przemystu jest jedm najniszych
w przetworstwie przemystowym. W diugim okresi@@iZ007) udziat przemystu
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tekstylno-odziwego i skérzanego w globalnych skumulowanych Bidiggszyt si
z 1,5% do 0,6% w 2007r. Mimo pracochtonnego chamakprzemystu, BIZ lokowane s
przewaajqcej mierze w krajach wysoko rozwtyich.



