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IIntoroduction

Japan'sdistributionsystemfacesvariouscriticismsfromwesterncountries.Onecriticismisthat

themediationofnumerousdistributorsbetweentheproductionandconsumptionstagesraisesthe

totalmargininmostdistributionchannels.AnothercriticismholdsthatJapanesetraditionaltrade

customs, bredinlong-termrelationshipsbetweenproducersanddistributors, makethetrading

processambiguousandcomplicated.Moreover , thosecustomsaredenouncedasbarrierstothe

entryofforeignproducersinJapan.

WhenJapan'sdistributionsystemiscriticizedasinefficientbecauseofitsmulti-step

wholesaletransactionsbetweenproducersandconsumers , thecriticismitselfmaybebasedon

afundamentalviewwhichregardsthetransportationofproductsastheprincipleroleofdistribuｭ

tors.Thisviewleadstotheassumptionthatthelongerandthemorecomplicatedthedistribution

systems,thelessefficienttheyare.Nevertheless ,theauthorsdonotbelievethatdistributorstrade

productsinvain.Iftherearemultiplewholesalersbetweenproducersandconsumers ,itisnatural

tothinkthattheycontributedifferentfunctions.

Forsmoothdistribution , informationshouldbeshared.Onemethodofbenefittingfrom

informationsharingistoselldirectlyinmarket.However , becauseinformationiseasilyreproｭ

ducedandbecausebuyersofinformationcannotappreciatethecontentspriortotrade, thisap-
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proachcannotnecessarilybecompletedunlesssomespecialmeasuresaretaken.Another

methodofbenefitting丘om theuseofinformationistoparticipatedirectlyinproductionordisｭ

tribution.Thisresultsinlongandcomplicatedchannels.

Aninvestigationofthetextileandapparelindustry , whichisthefocusofthispaper , reｭ
vealsitslongdistributionchannels, whichinvolvebothtradingfirmsandwholesalers.Mostproｭ

ducersaresmallandspecializeinoneofthesucceedingprocessessuchasdyeing, twisting ,
weaving , orfinishing.Whiletheyhavetheknow-howtoca 汀Y outthesespecializedprocesses ,
theylackmarketinformationregardingtrendsinsupplyanddemand.Itiswastefulthateachproｭ

ducergathersindividuallythiskindofmarketinformation.Ontheotherhand ,tradingcompanies

orwholesalershaveacomparativeadvantageinanalyzingmarkettrends , butdonothavethe

know-howconcerningproductionprocesses.Wholesalersandtradersorganizethewholeproducｭ

tionanddistributionprocessestoexploittheirknowledgeofmarkettrends;theyplananddesign

newproductsandbearsalesrisk ,placingouttheproductiontosubcontractorsandpayingafixed

amountofcommission.Asaresult,theflowofownershipdescribesalongchannel ,wholesalers
interveningbetweeneachproductionprocess.

Inappareldistributionweobservemanyobsolatetradecustomssuchastheliberalaccepｭ

tanceofreturnsofunsoldmerchandise.Commoditiesinthisindustryhavewidediversityandthe

salesareinfluencedbyfashions.Therefore , thedemandforeachcommodityisuncertainandthe

salesfluctuateunpredictably.Whenpurchasingthiskindofproduct , consumerssearchseveral

retailerstocomparepossibleitems.Asaconsequence , displayeditemsandshopkeepers'recomｭ

mendationsplayimportantrolesinaffectingconsumers'choices.

Inapparelasinotherindustries, manufacturerswhoarealsowholesalerstaketheinitiaｭ

tiveinproductplanning.Mostoftheproductsmanufacturedbyapparelmakers/wholesalersare

solddirectlytoretailers.Thismakesiteasyformanufacturerstoinducethecooperation(recomｭ

mendations)ofretailers.Retailershaverecordsofthepastconsumptiontrendsintheirmarketing

areas.Mostofthem , however , aretoosmalltobeabletopredictfuturedemandtrends.Thereｭ

fore,undernon-consignmentcontracts , thenumberofitems
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nFact-findingintheTextilesandApparelIndustry

Inthissection, weoutlinethesalientcharacteristicsofmarketingchannelsinthetextiles

andapparelindustry.

3

IT-1OutlineoftheTextilesandApparelIndustry

Fromthepost-warreconstructionperiodtothehigh-growthperiod, thetextileindustryinJapan

hasmadeenormouscontributionstothenationaleconomy.Thesluggishdomesticdemanddurｭ

ingtheoilcrisisof1974plungedtheindustryintoatemporaryslump.Itsrecoverywasaidedby

managementrationalizationsandgovernmentsubsidies.However, becauseofimports 企om

Asiancountries , therapidappreciationofyenafter1985, andthesluggishdomesticdemand

causedbytheeruptionofspeculativebubbles , thesilk-reeling, yam ,andfabricsindustriesarein

veryseverecircumstances.Thetextileindustry'sshareoftheoverallshipmentsofmanufacturing

industriesisdecreasingsteadily: 企om 19percentin1955,12 percentin1965,5 percentin1985,
to4.3percentin1990.Alsothenumberofthoseemployedintheindustryhasdeclinedrapidly:

whiletheyamindustryhad50,000employeesandfabricsindustry140,000in1990,alittlemore

than30,000and100,000respectivelystillmadetheirlivingintheseprofessionsin1994.')

Table1:ConnectedIndexesofProductionsinTextileIndustries

Year Textile Chemical Silk Yarn Fabrics DFiyneisinhging Secondary
Fibers Reeling Products

1950 12.8 1.9 177.5 28.4 25.3
1955 30.5 6.1 296.9 65.3 56.1 36.2 23.9
1960 49.3 14.7 308.4 98.1 87.7 57.0 34.9
1965 71.4 34.3 326.6 118.2 98.5 77.4 67.1
1970 108.3 78.6 364.2 146.5 125.3 100.2 98.8
1973 122.0 95.8 344.2 160.7 136.9 105.0 115.0
1975 102.9 76.7 359.5 121.8 113.3 97.4 99.0
1980 111.6 99.6 289.6 130.0 122.6 99.6 106.4
1985 108.9 99.8 168.1 122.9 112.4 106.9 107.4
1990 100 100 100 100 100 100 100
1994 81.9 95.3 68.2 68.4 76.9 84.4 84.4

Data:NihonSen'iShinbun(1994)

Accordingto1990statisticsthetextilemanufacturingindustryconsistsofabout130,000
enterpriseswhichcombinetoship14trillionyenworthofgoodsby1,270,000 workers.Its

sharesamongallmanufacturingindustriesare10.8percentinemploymentand4.3percentin

shipment, whichshowthelabor-intensenatureofthisindustry.Theexportsandimportsare7.2

billionand12.8billionyenrespectively(whenrawmaterialsareincludedtheimportlevelrises

to15.4billionyen).Notethatimportsarelargerthanexports.Theindustry'sshareofthetotal

exportsandimportsinJapanare2.5percentand5.5percent(6.6percent)respectively.2)

1) NihonSen'iShinbun(1994,p.65)andMITI(1994, p.195).Insyntheticfibertheproductionshownosubstantial
declineowingtoinnovationofnewproducts.

2) TheNihonSen'iShinbun-sha(1994, p.65).
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Table2:TheSharesintheWholeManufacturingIndustries

Numbers ~Lumbers Shipments Ya. I~~~e~1 Exports Imports
Year of Added

E~tablishments ~~o!k~!= ~I\ (~i~!on (~il~l!on ~~!!~C?， n ~~!!~i C?，n
(thousand) yen) yen) dollar) dollar)

1985 142.167 1.334 13.340 5,333 6,263 6,041
19.0 11.6 5.0 5.8 3.6 4.7

1990 130.063 1,271 13,952 6.080 7,195 15,448
17.8 10.6 4.2 4.7 2.5 6.8

Data:NihonSen'iShinbun(1994)

AsshowninFigure1, themanufacturingprocessesanddistributionchannelsarevery

complicated.Bythe1989CensusofManufacturerstheaveragenumberofworkersperenterｭ

prisewaslessthan10persons;enterpriseswiththreeorfewerworkersoccupymorethanhalf

ofthetotalenterprises(4percentofthetotalshipments);thosewithtwentyandmoreworkers

accountfor10percent(abouttwothirdsofthetotal) , andthosewithnolessthan300workers

only0.1percent(alittlemorethan10percent).Thus , asshown , mostofenterprisesaresmall

Chemicaland FiberMaterial SilkandCocoon
SyntheticFibers Wholesaler Wholesaler

Materials 93/26 ,195 1952/9,811 318/1 ,385

213,277/03O/1,8101796

YarnMill SilkReeling
807/61 ,223 144/4 ,648

ThrowingandThread
Mill
7,826/32 ,797

Yarn
8,633/94 ,020 YornTrodin3gHouse
1,043/8 ,713 1,043/8 ,71

LaceKnit Fabrics Knit Net Miscellaneous
3,72,44 32,88,236 17,55,45 I2,2,06 84,6,54
17.605 148.262 195.773 12.843 64.960

Fabrics
7,17,44210/54,31,275 FabricWholesaler D7,y9e2I5n/g1andFinishing
9,742/96 ,187 9,742/96 ,187 03,832

押地爪同ん刻げP創泣山モebuρ-tIleobatCaひtunod口d.
Underwearαnd Curtainsand
Bedclothes OtherHousefurnishings
MontJheftH,4in3g8 Manufacturing

50,417/615 ,2n68g 25,306/326 2,292/22 ,075

TextileSecondary
Goods

507,4,417/61,456,256,6808 TextileandApparel
227,415/1

3D1,9e93p1,6o18rt6rnenfSfo 『e Retailer FurnitureRetailer
175,231 2102,76,37594616,015

Figure1:AOverallPictureofManufacturingProcessesandDistributionChannelsintheTextileIndustry

Notes:BoldfacetypeindicatesDistributors.Numbersbeloweachcolumnindicatenumberofstore
fortheformerandnumberofworkersforthelaterrespectively.Thetotalnumbersare
232,470storesand1,581,704 workers.Thecolumnsofmanufacturingsectorsarefollowedby
numberofestablishmentsandofworkers , whosetotalsare130,679 and1,283 ,370 respectively.
Date:SurveyofManufacturers(1989)andSurveyofCommerce(1988).
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andmedium-sized , whichisaprominentcharacteristicamongfabricmanufacturers(theaverage

numberofworkersperente 中rise is4.5person).3)

Japan'syamindustryannuallyyields1.84milliontonoverall, 0.59milliontonofnatural

fibers , 1.25milliontonofman-madefiber, including1.06milliontonofsyntheticfiber.Exports

andimportswere0.15milliontonand0.3milliontonrespectively.About2milliontonareused

fortheproductionofvariouscommoditiesasintermediateinputs:0.98milliontonforsynthetic

fibers(49percent) , 0.63milliontonfornaturalfibers(31percent) , and0.40milliontonformisｭ

cellaneousfibers(20percent).Asfortheusages , theindustrialuseof0.77millionton , suchas

tirecode , occupiesthelargestpartat40percent.Otherusagesinclude0.62milliontonforapｭ

parel(30percent) , 0.39milliontonforhousefumishingssuchasbedclothes , and0.23millionton

forhouseholdinteriors , suchasrugsandcurtains(10percent).4)

Wholesalersandretailersparticipateinvariousaspectsinthedistributionoftheintermeｭ

diateandfinalproducts.The1988CensusofCommerce , showedthenumberofstoreswholesalｭ

ingtextilestobe12,000 includingwholesalersoftextilefabrics , thenumberofworkerstobe

116,000, andthetotalsalesatalevelof14trillionyen.Correspondingstatisticsforappareland

apparelaccessories , revealedthattherewere25,000 stores , 326,000workers , and17trillionyen

worthofshipments.Thetotalwholesalesalesamountto31trillionyen.Thereare175,000retail
shops , includingthoseofapparelandpersonalbelongings , whichemploy611,000 workers , and
annuallyachieve11trillionyeninsales.Addingtothisfigurethesalesofdepartmentstoresof

5.5trillionyenandmail-orders , thetotalretailsalesperyearareestimatedatabout17trillion

yen.

IT-2ProductionandDistributionofFabrics

Therearemanykindsoftextilegoods , eachhavingauniquemarketingchannel.Forexample ,
thedistributionchannelformen'ssuitsisshowninFigure2.Formosttextilegoods , asshown

inthisexample , tradinghousesorwholesalersinterveneateverynodealongthedistribution

channel , fromwhenthreadispurchasedtomakethefabric ,totheexchangeofthewovenfabrics ,
allthewaytowhentheapparelsarefinished.

Thereareseveralprocessesinvolvedintheproductionofwovenfabricssuchaspreparｭ

ing, weaving , andfinishing , andeachprocesscanbedividedintoseveralsub-processes.Producｭ

ersgatherinspecificgeographicalareas(sanchi).Somehaveintegratedmills , butmostarespeｭ

cializedinparticularprocesses.Generally , thesemanufacturersaresmall:theyperformspecified

operations , buttheydonotgatherinformationaboutmarkettrends.Therefore , theycannotplan

andsellnewproductsbythemselves.

Inthemakingofwoolenfabrics , yamsaretradedfromyammillstoparentweaving

houses(oy 仕bata) directlyorindirectlythroughyamtradinghousesasisshowninFigure2.The

oya-bata , asaproductionorganizer , plansanewproductandweaveasampleswatch(masuｭ

mihon) , whichtheyusedtocontractquantities , unitprice , anddeliverydateswithtradinghouses

orwovenwoolwholesalers.5
) Aftertakingordersfromtradinghousesandwoolenfabricwhole-

3) TheNihonSen'iShinbun-sha(1994, p.66).
4) Hirai(1994, pp.74-7).UseddataarebasedonreportsfromMITIandNihon-Kagaku-Sen'i-Kyokai.

5) KokuminKinyuKoukoChosabu(1990, p.243-4).
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Figure2:TheDistributionChannelofMen'sSuits(woo り

Date:KokuminKinyuKokoChosabu(1990)

salers , oya-batamillsassignsomeprocessestocontractorcommissionmills.Thesesubcontractｭ

ingmillsarecalledchin-ori , anditistherethatdyeing , throwing , twisting , texturizing , andfinｭ

ishingprocessesareperformed.Thisa打angement ischaracteristicofthefabricindustryinJapan:

eachfabricationprocessissubdividedintodifferentspecialente 中rises ， mostofwhicharesubｭ

contractedaschin-ori.Forexample , subcontractingweavers(chin-bata)processthreadsowned

byoya-bata , andreturnthewovenproductstotakecommission.Otherspecialente 中rises are

conductedsimilarly.

Table3showstheratioofchin-orisubcontractingwithinthetextileindustries.Thetable

Table3:RatiosofChin-oriSub-contractingWorks

Year
Industries 1970 1980 1989 1994 Production

CottonFabric 44 45 50 48 1,180

WoolFabric 63 76 74 73 286

SilkandSilkFabric 24 18 25 25 65

RayonFabric 54 59 61 51 271

SyntheticFiberFabric 61 65 67 64 2,143

ArtificialSilkFabric 75 73 63

FlaxandHempenFabric 40 25 48

FabricNotElsewhereClassified 46 70 81 74 173

Total 54 58 61 59 4,117

Data:Sen'iTokeiNenkan
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Table4:SharesofPrimeContractorsWhoDependonChin-ori

Industries YarnMilland TDrisatdriincgtHouseand OWyeaa ・1bataParent
SyntheticFiberYarn DistrictWholesalers vingHouse

Year '70 8994 '70 8994 '70 8994

CottonFabric 23, 19, 19 63, 73, 70 14, 7, 10

WoolFabric 15, 14, 12 10, 5, 57 4, 80, 77

SilkandSilkFabric 3, 10, 3 64, 53, 48 29, 37, 5

RayonFabric 10, 2, 4 68, 88, 75 22, 9, 20

SyntheticFiberFabric 26, 21.27 60, 70, 64 13, 7, 6

ArtificialSilkFabric 15, 20, 75, 62 ， 一 8, 18,
FlaxandHempenFabric 45, 4, 37, 58 ， 一 15, 37,

FabricNotElsewhereClassified 25, 28, 36 66, 67, 52 9, 5, 9

Total 22, 18, 23 60, 67, 60 17, 13, 14

Data:SentiTokeiNenkan

exhibitsthatthesynthetic , aswellaswoolen , fabricindustryhashighratiosofchin-ori.Table

4showsthatahigherratioofsubcontractingworksoriginatedfromtheoya ・bata inthewoolen

fabricenterprises , whichrevealstheoya-bata'spredominateroleintheindustry.

Thereareafewdifferencesinprime-contractorsandtheratiosofchin-ori , dependingon

thesortoftextilesandthesan-chiregion.InBanshu(anareaaroundNishiwaki-shi , HyogoPreｭ

fec 刷re) ， ente 中rises specializingincottontextilesproduce400millionm2fabricseachyear ,
achieving100billionyenworthinshipments;Banshu'sshareintheoverallamountofshort

predyedfibersisabout80percentinJapan.Nihon-Kagaku-Sen'i-Kyokai(1989)reportsthat

thereareaboutonethousandpreparers , aboutthirteenhundredweavers , eighteendyers , andten

finishersinBanshu.Allofthemareorganizedbyabouteightydistricttradinghouses.Thenumｭ

berofweavinghousesdecreasedfrom1356in1985to1220in1988, andtheagestructureof

employeesisadvanced.Weavinghousesareverysmall:themeanofnumberofloomsperhouse

issixteen, andthemeanofnumberofemployeesisfour.So, morethanninetenthsoftheweavｭ

inghousesareengagedinchin-orisubcontractingwhichisdelegatedbydistricttradinghouses.

Processingoperationsarebasedonsashizu-shoinstructiondocumentsassignedbytrading

houses, whichdetailsallprocessingsteps, fromthereceivingofthreadstothedeliveryofprodｭ

ucts.Basedonthesesashizu-sho , intermediateproductsflowfromthreadswholesalers , todyers ,

preparators , weavers， 日nishers， inspectors , ontodelivery.Forexample, weaversreceivethreads

frompreparersanddelivertheirwovenfabricstodyer/finishers , butcommissionsarepaiddiｭ

rectlyfromtradinghousestosubcontractors.6)

Inthesyntheticfibersideofthetextileindustry , asituationsimilartothatofwoolenfabｭ

ricscanbeseen:asthereisalsoahighratioofchin-ori , especiallyintheHokurikudistrict.Most

weavinghousesarenotengagedinplanningnewproductsbythemselves , butcontributeonlyto

theweavingoperation.Also, similaristhefactthattheorganizerswhoplancommoditiesand

6ω) Kokumin· 咽.長iny 戸uト-Koko (1990, p.SS町) Inanotherdistricts叩pecαiali 位zing inc∞ot 悦ton textiles, Sensyu(thesouthernarea
ofOsakaprefecture), adifferentaspectcanbeseen:theratioofchin-orisubcontractingislowandweobserve
thebuyingofthreadsorsellingoffabrics.Asforchin-ori , theyareassignednotbydistrictstradinghousesbut
bylargetradinghousesoryammillsinOsaka.
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takerisksarewholesalers , includingtradinghousesoryammills'wholesaledivisions.7
) Thus ,

typicallyinmosttextileindustries , planninganddistributionareundertakenbytradinghouses ,
oya-bataweavinghouses , andyammills , whoorganizeandco-ordinatethewholesystemand

providefinancialfunctionssuchasgivingloansorextendingcredit.S
) Multi-stepdistribution

channelsoftextileshavethistypeofproductionstructure.

Figure2alsoshowsthatpartofthefinishedfabricsaresolddirectlytoapparelmakers

orclothretailersinsteadofthroughchannelsfromoya-batatotradinghousesandfabricwholeｭ

salersontoapparelmanufacturers , retailers , anddepartmentstores , andsoon.Insomechannels

woolfabricdealersmediatebetweenoya-bataandapparelmakers , whileinothersup-stream

woolyarnmillsorganizebothofthemaskeiretsu.Thustheinvolvementofwoolenfabricdealers

connectingnumerousoya-bataanddown-streamapparelmakerscausesdistributionchannelsto

beverycomplicated.

H ・3 ShortDistributionChannelsintheApparelIndustry

Apparelmakerswhobuyfabricsproducewhattheyplananddesign ,partlyattheirownfactories

andpartlybyassigningmanufacturingprocessestosubcontractorssuchassewingjobbers.Most

oftheirproductsaresolddirectlytodepartmentstores , generalmerchandizingstores(GMSs) ,
andotherretailers.Apartofthemarealsosoldtobrokers , althoughthesharesonlyamountto

7-9percentformen'ssuitsand, 4・5 percentforknitarticles.Thus ,multi-stagewholesalingchanｭ

nelsarenotapartofappareldistribution.

TheratioofsalesbyJika-oroshi(wholesalerswhosellimmediatelytoretailers)tosales

bymoto-oroshi(wholesalerswhoselltootherwholesalers)showobviousdifferencesbetween

thestructuredistributionchannelsinthefabricsandtheapparelsindustries , asisshownin

Table5:RatiosofSalesbyJika-oroshi(wholesalerwhoselldirectlytoretailers)toSalesbyMoto-oroshi
(wholesalerwhoselltootherwholesalers)

1970 1979 1985

Textiles 0.24 0.36 1.19
SilkandCocoon 0.16 0.22 0.22
Fiber 孔1aterial 0.07 0.53 2.64
Yam 0.60 1.21 1.80
Fabrics 0.30 0.29 0.91

ApparelsandApparelAccessories 2.26 2.28 2.28
Men'sClothing 4.14 4.10 2.13
Women'sandChildren'sClothing 2.21 2.37 3.20
Underwear 3.23 3.12 2.04
Bedclothes 1.30 1.23 1.23
Miscellaneous 1.36 1.32 1.48

Data:SurveyofCommerce

7) Oftendistricttradinghousesareorganizedinkeiretsubyyarnmills(Kokumin-Kinyu-Koko, 1990, pl15・6). Beｭ
sides, intheproductionofsyntheticfibers, middle-sizeddyersorfinishershaverecentlygainedpowerthrough
theuseofnewtechnologies.

8) Oftenobsoletetradecustomsareobservedbetweenthem:contractsarenotalwaysaccompaniedwithwritten
documents, andrunsofdraftareprolonged.SeeNihon-Sen'i-Shinbun-Sha(1990, p.65閉6).
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Table6:SharesofWholesalerswhoSupplyRetailersandtheEstimatedLengthofWholesaleChannels

WholesaleSegments Primary Secondsaalreyr Other alb Numberof
Wholesaler Whole Wholesaler Wholesale
lOchrodsi"hI N0Orlo ・shi Steps

a b U.S Japan

Textiles 1.92 1.60

Men'sSuits 0.418 0.271 0.311 1.54(1,59) 1.12 1.22

Women'sandChildren'sSuits 0.514 0.272 0.214 1.89(1.10) 1.17 1.31

Underwear 0.601 0.179 0.221 3.36(4.48)

Bedclothes 0.379 0.450 0.171 0.84(0.67)

BagsandBagging 0.719 0.145 0.136 4.95(6.87)

HouseFurnishingTextiles 0.420 0.383 0.197 1.10( 一 ) 1.11 1.48

PapersandPaperProducts 0.502 0.339 0.159 1.74(1.52) 1.20 1.47

MedicalPreparations 0.351 0.161 0.488 2.18(3.80) 1.04 1.16

Cosmetics 0.586 0.162 0.253 3.62(2.17) 1.19 1.34

BreadandConfectionery 0.500 0.238 0.262 2.10(2.05) 1.51 1.45

Teas 0.208 0.390 0.403 0.53(0.70) 1.35 1.67

CannedandbottledFoods 0.285 0.583 0.132 0.49(0.53) 1.18 1.76

FurnitureandFixture 0.522 0.148 0.330 3.53(3.03) 1.61 1.29

PotteryandGlassProducts 0.42 0.367 0.206 1.16( 一 ) 1.04 1.41

Hardware 0.545 0.314 0.141 1.74( 一 ) 1.21 1.16

Data:SurveyofCommerce

9

Table5.Thefiguresindicatethatwholesalechannelsinapparelandapparelaccessoriesarerelaｭ

tivelylongcomparedtothoseinfabricgoods.Table6showswhattypeofwholesalersupplies

retailersforseveralcategoriesofgoods.Fromthetableonecangraspthatthelesstheratioof

alb(column4) , thelongerthechanneltendtobe.9
) Thetableshowsthatthewholesalesegments

withthelongestchannels(meaningthattherearefewerprimarywholesalerswhopurchasediｭ

rect1yfrommanufacturers)areforcannedandbottledgoodsorfinishedtea. Thedistribution

channelsofapparels , suchasmen's , women'sandchildren'sclothing , andunderwearhavea

highershareofprimarywholesalers.Especiallyinthedistributionofunderwearanddrugsand

cosmetics , theshareofsecondarywholesalers(thosewhopurchasefromotherwholesalers)is

relativelylow.lO
) Comparedtoestimationsfor1970, channelsnolongerhaveatendencytobeｭ

comeshorter.Note , however ,thetrendinwomen'sandchildren'sclothingchannelsinwhichthe

ratioofprimarywholesalerstoretailershasincreased.

9) Inwholesalesegmentswherewholesalersnotelsewherecategorized(suchaswholesalebranchesofmanufacｭ
turer)occupylargershare, alargerpartofwholesalersarelikelytobelongtokeiretsu.

10) ThispointcanberecognizedalsofromestimationsoflengthofwholesalechannelsinNariuandFlath(1993),
whichclaimsrelativelyshorterchannelsinmen'sclothing(1.22)andwomen'sandchildren'sclothing(1.31)

comparedtotextilegoods(1.60).SeeNariuandFlath(1993)forthemethodtoestimateanddata.IntheUnited
Statesalsothesametendencycanbeobserved:lengthsofwholesalechannelsforcommoditiesshowrelatively
smallervalueinmen'sclothing(1.12)andwomen'sandchildren'sclothing(1.17)comparedtotextilegoods
(1.92).
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Returnpolicy

Asisseenabove , long, multi-stepwholesalechannelsdonotcharacterizethedistributionstrucｭ

旬re intheapparelindustry.Rather ,mostgoodsareprovideddirectlyfromapparelmakerstoreｭ

tailers.However , alotofgoodsremainunsoldandaresenttootherretailers.Forexample, goods
notsoldinthedepartmentstoresindowntownTokyoaresenttosuburbandepartmentstores

whichbelongtothesamekeiretsu;iftheystillremainunsoldafterthis, theyarefinallysentto

localdepartmentstoresorretailers.Aconsiderableportionoftheseremainingitemsarereturned

towholesalers.Whengoodspassedamongmanyretailerstheyaresometimeshandledbywholeｭ

salers.Inthisaspects , onecansaythateveninappareldistributionmulti-stepwholesalechannels

eXIst.

Althoughapparelwholesalersandmakersareconsideredtobeamongthosewhoaccept

asignificantamountofreturnedgoods(togetherwiththoseofcosmeticsandbooks),noevidence

supportsthisassumption.InareportbySen'iTorihikiKindai-kaSuishinKyogikai(1988), purｭ
chasedgoodsaccountfor76.4ofallmanufacturedgoods, comparedto18.3percentforconｭ

signedgoodsand5.3percentforcontractswithreturns , (suchasuriage-shiire , whichisatrade

customunderwhichtheownershipofagoodistransferredfromawholesalertoaretailerwhen

thegoodisfinallysoldtoacustomer).However , whenstatisticsarerestrictedonlytothetrades

ofdepartmentstores, theratioofboughtgoodsbecomessubstantiallylow.Thedistributionof

purchased , consignedandreturngoodshasnotrevealedaclearpatternovertime, althoughthe

shareofsalesthroughdepartmentstoresdecreasedthroughthe1980s.1j) Thusbeforethelate

'80s, whenthebubbleburst , aconsiderableamountofunsoldgoodswerereturned, especially
企om departmentstores.

II-4RecentTrends

InJapan, thenumberofautomobilespurchasedforpersonaluseincreasedrapidlyinthe1980's

from24.6millioncarsin1981to34.9millioncarsin1990.12
) Thisincreaseincarownership

isreflectedintheextensionsofsuburbansuperstoreswhicharenotlocatedclosetopublictransｭ

portationstations.Likewiseinapparelretailing, especiallyinmen'ssuits, thenumberoflargeｭ

scalestoreshasgrown.In1988, Aoyama , am句or discountstorechaincarryingmen'ssuits, sold
49.3billionyenofmerchandisethrough127shops;in1993saleshadskyrocketedto116.7bil ・

lionyenthrough441shops, agrowthrateofabout20percentannually.l3) Thesediscountstores'

strategyistopromotelowerpriceswiththeslogan"Men'ssuitsarenotfashionableapparel, but
auniformforwhite-collarworkers."Whenconsideredasatypeof"uniform"(convenience

good), men'ssuitsarenotaffectedseverelybyfashiontrendsand, therefore , willprobablynot

endupasunsolditems;sincediscountersdon'tfeelthatthey'retakingonabigriskinpurchasing

suits, theyorderinlargequantities , whichallowsthemtosaveonthepurchasecost.Backedby

thissignificantmarketingpower , discountershaveinfluenceup-streaminthemanufacturing

process.Infact, somebecomeinvolvedintheseup-streamactivities:assigningprocessingjobs

oftheirownfabricstoapparelmakers, orengaginginjoint-developmentofnewsyntheticfibers

11)Althoughinbuying-incontracts , somepartarereturned.

12)UnitedNations , WorldAlmanac(1990/9 1, table101).

13)SenkenShinbun(August9th , 1993).
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withyammanufacturers , (suchasTorayorTeijin).

Tocompetewiththesediscountstores, generalmerchandisingstoresemployedasimilar

discountingstrategy , forwhichtheconditionsweresetbythehardeningyena白er 1985which ,
intum , encouragedimportsfromAsiancountries.Importstatisticsrevealthat1.81millionsuits

wereimportedin1991;thisfiguredoubledto3.8millionsuitsin1993.14
) Twothirdsofthese

importscomefromMainlandChina,followedbySouthKoreaandNorthKorea.Withlargescale

buy-ins , generalmerchandisingchainssavenotonlyonpurchasecosts, butalsoonmarketing

costs, becausetheassortmentofitemsislimited.Throughthisstrategy, generalmerchandising

chainshaveachieveddiscountprices.

Ontheotherhand, departmentstoresdirecttheirenergiesinthedevelopmentofprivate

brandmen'ssuitspricedataroundfiftythousandyen.Before , theyonlyprovidedgoodsdevelｭ

opedbyapparelmakerswithaconditionofreturns.Butnow, theyendeavortolowertheirpurｭ

chasingcostbyplanninganddesigningnewproductsbythemselves, consigningprocessing , and
buyinginlargescale.Forwomen'sappareltheytrythesameapproach, butshort-livedfashion

trendsleavedepartmentstoressignificantamountofunsolds.Previously, unsoldgoodswerereｭ

turnedunderaconsignmentcontract,butwithabuying-incontract ,theyhavetodisposeofthem

bythemselves.Therefore ,somedepartmentstoreshavebeguntoopenoutletswhichmainlyoffer

goodsthatdidnotsellthefirsttimearound.

illRolesofInformationinDistributionChannels

Theroleofdistributionistobridgevariousgapsinspace, time, ownership, andinformationbeｭ

tweenproductionandconsumption.Inmostcases, theplaceofproduction(factory)islocated

awayfromtheplaceofconsumption(household).Thespacediscrepancyisbridgedbytransporｭ

tation.Inthesamemanner, consumerscanorderwhattheywantandhaveitsuppliedatthetime

theyneedit, ameasurewhichbridgestimegaps.Thattradesinvolvethetransferofownership

ofgoods企om manufacturerstoconsumersdoesnotneedtobesaid.Inadditiontothesetransｭ

portationandcommercefunctions, thetransferofinformationbetweenproductionandconsumpｭ

tionisnecessaryforthesmoothoperationofsuccessiveprocesses:planning , designing , manuｭ
facturing, andmarketing.Thissectionoverviewsthetransferofinformationwithindistribution

channels.

ill-1InformationandTransaction

Manufacturersdonothaveenoughinformationaboutwhatconsumersneed.Alsoconsumersdo

nothaveperfectinformationabouttradingconditions , suchaswhatkindofproductsaretraded ,
theirqualitiesandprices , andwheretheycanbepurchased.Oneoftheprimaryfunctionsofa

distributoristobridgeinformationgapsbetweenproductionandconsumption:givinginformaｭ

tionaboutdemandtrendsofconsumerstomanufacturers , andgivingconsumersinformation

aboutwhatkindofproductsaretradedunderwhatconditions.

14)NikkeiSangyoShinbun(August26th , 1993).
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Informationnecessaryforefficientdistribution

Thefirststeprequiredinthesmoothoperationofadistributionsysteminvolvesplanningand

producingproductswhicharebasedontheknowledgeofconsumers'demands.Information

aboutconsumers'behaviorincludesnotonlyraw information , suchaspastsalesrecordormarｭ

ketresearchreports , butalsosecondaryinformationwhichresultsfromanalysis. Second, inorｭ

dertoplananddesignaproductwithacompetitiveedge, andtoacquireprofitsfromitssales

informationaboutsuppliersisrequired.Informationsuchaswhatkindofrelatedproductsare

producedbyrivalcompaniesandunderwhatconditionstheyaresoldmustbeanalyzed.Techｭ

nicalexpertises , includingknowledgeofmanufacturingprocessesarealsorequivedtoorganize

anefficientproductionsystem.

Furthermore , marketingproductsrequirestransmittinginformationconcerningtheexisｭ

tenceofproducts ,theirpricesandqualities ,andwheretobuythem.Atthesametime,salesproｭ

motionactivitiesareimportanttostimulateconsumer'seagernesstobuy.Suchactivitiesrequire

furtherexpertisesuchasarrangingappropriatedisplaysinlightoftheconsumers'preferences

andbuyingbehavior.

Theinformation , knowledge , andknow-hownecessarytoconstructanefficientmarketｭ

ingchannelissodiversifiedthatitisonlyrarely白lfi ll ed byasingleeconomicagent.Inmost

cases, variousparticipantsholdseparatepartsofsuchinformationandexpertise.Therefore , in
ordertocoordinateandefficientlyoperateamarketingchannel , acooperativerelationshipshould

beformed.

Difficultyofinformationtrade

Theappropriateapplicationofinformationcanyieldprofits.Onemethodofexploitinginformaｭ

tionistosellitdirectlyinamarket;but, tradinginformationisnotalwayspossibleduetoitsspeｭ

cificcharacteristics.First, theownerofinformationisoftentheonlyonecapableofthoroughly

evaluatingit.Buyersofinfo ロnation cannotdetermineitsvalueex-ante , andoftencannotcorｭ

rectlyjudgeinformationevenafteritisacquired.Sometimes , buyersneedtocollectequivalent

informationbythemselvestojudgethevalueoftheprovidedmarketinformation.Ifbuyersmust

bearthecostofcollectinginformation , theyneednotbuyinformationgatheredbyothers.Conｭ

versely, whenabuyercannotevaluatethequalityoftheinformationforsale, thesellermaynot

divulgealltheinformationheknowsbutonlyaportionofit, orinworsecases,hemayintentionｭ

allytransmitfalseinformation.

Howdoesonecontractforthetradeofinformation?Underafixedpricecontractirreｭ

spectiveofthecontent , sellerswouldnotcollectpreciseinformationincurringhighcosts.Ifbuyｭ

ersproduceandmarketnewproductsbaseduponimpreciseinformation , littleprofitisgained.

Asaresult , themarketdemandforinformationwouldbesmall, whichwouldinturndiscourage

sellersfromcollectinginformation. Sellers'attentivenesstotheirownreputationsmayresolve

thisdifficultycausedbyasymmetryofinformation.IS
)However ,becausenotallproductsplanned

onthebasisoffaultyinformationfindbuyers, itmaybedifficultformanufacturerstoestablish

andmaintainreputations.16
)

15) SeeAkerlof(1970).

16)Whensalesfaceslumps , itisnotalwayseasytorecognizewhetherthecauseisfalseinformationoraninapproｭ

priateplanorinadequatesalespromotion.
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Next , consideracontractunderwhichasetportionofsalesorpro 白ts fromanewlydeｭ

velopedproductispromisedinexchangeforthetradedinformation.Suchacontractinducesthe

buyerofinformationtounderstatehissalesorprofits.Inordertosuppressthistypeofopporｭ

tunism, thebuyermustmonitortheperformanceoftheseller.However , monitoringisnoteasy

forasellerwhodoesnothavetheknow-howaboutplanningandsalespromotions.17
) When

monitoringcostsareprohibitivelygreat , thetradeofinformationissuppressed.

Third , becauseinformationcanbecopiedeasily , theholdercouldearnmuchprofitby

sellingthesameinformationtoseveralbuyers. Inthosesituationsbuyersplantheirproducts

basedonthesameinformation , andbecausethemarketisfloodedwithverysimilarproducts ,
theydonotgetmuchprofitfromtheproductsiftheyaresparedfromsufferinglosses.Thus, the
valueofinformationdependsalsoonthenumberofeconomicagentswhoplananddevelopnew

productsbasedonthesameinformation.Therefore , whencopiedinformationisexpectedtocirｭ

culate, thedemandoninformationbecomessmall.

Thetradeofinformationisdifficultbecauseofthereasonsjustexplained. Another

methodtoconvertinformationintoprofitisforholderstoutilizeitdirectly.Efficientmethods

aredependentonthepropertiesoftheinformation.Insomecases , theholderwouldbenefitfrom

participatinginthedistributionprocess. Thus , manyagentsparticipateinvariouscapacitiesin

amarketingchannel.

ill-2VariousDistributors

Itmaybethatnoeconomicagentholdsalltheinformationnecessarytooperateamarketing

channeleffectively. Insuchcases , theinformationgapbetweenproductionandconsumption

shouldbebridgedbytheparticipationofmultipleeconomicagents.Thefollowingsubsection

overviewstheinformation 帽transferring functionofvariouskindofdistributors , suchasretailers

sellingtoconsumers , wholesalersmediatingbetweenmanufacturersandretailers , andsoon.

Retailer

Considerthemarketingofaconsumptiongood.Intheend,theprimarypu 中ose ofthemarketing

systemistoprovideconsumerssomegoods.Thisfunctionisexecutedbyretailers , andwithout

themthedistributionsystemdoesnotwork. Toca 汀Y outtheirpurpose , retailers白Ifi ll various

functionssuchastransferringinformationorpromotingsales. First, declaringthemselvesas

sellers , theyinformconsumerswheretobuy, whichhelpsconsumerstosavetheirsearchcosts.

Sharinginformationaboutproductqualitywithconsumerswhodonothavesufficientknowledge

isanotheroftheirimportantresponsibilities.Whenthereisaseverediscrepancyintheamount

ofinformationsellersandbuyersknowofaproduct'squality , themarketcannotworkwell.

Thisdifficultyintradescanbeovercomewithbyestablishingagoodreputation.IR
) Hererepuｭ

tationisdefinedasthebuyers'expectationbasedonpasttradeexperiencethat"thesellershould

notselldishonestlyagoodofpoorqualityunderapretenseofhighquality."Highreputationenｭ

abIesthesellertosethighprices.19
) Ifretailerstakeadishonestattitude, theythemselvesare

17)lfthebuyerhadthoseknow-how , theyshouldhavenotsoldtheinformationbutdevelopedandsoldanewprodｭ

uel.

18) SeeShapiro(1983)
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blamedbyconsumers , andwilllosetheirgoodreputation.Forthesereasons , retailersshouldnot

onlygatherinformationaboutthequalitiesofgoodsandshareitwithconsumers , butalsosell

thegoodswithaguaranteeoftheirownresponsibility.

Whydoagentswithinformationregardingdemandnotselltheinformationtomanufacｭ

turers, butinsteadchoosetoparticipateinamarketingchannelasaretailer?Asidefromthediι

ficultiesintradinginformation ,thereisaproblemthatwhenmanufacturersgetinformationfrom

middlementhattheydonotalwaysprovidesuitablegoodstoconsumers. Inordertopreserve

theirreputations , middlemenshouldexaminethequalityofgoodstraded.So, mostofthosewho

havereliableinformationavoidthedifficultiesmentionedaboveandchoosetobecomeretailers ,
buyinggoodsfrommanufacturers.

Further , aftergatheringandcomparinginformationaboutdiversifiedgoodsretailersseｭ

lectanassortmentofspecificgoodswhichareexpectedtosuittheconsumer'spreferenceandbeｭ

havior.Whenconsumersbuysomesearchgoods, theywishtocompareandselectfromamong

severalsubstitutablegoods. Also, whentheybuyconveniencegoods, theymayliketobuyreｭ

latedgoodscollectively.Assortmentssuitingsuchconsumerbehaviormakesone-stopshopping

possibleandsavesonpurchasingcosts.20
) Then,declaringassellerswithanassortmentofgoods,

theynotonlysaveconsumers'searchcost ,butalsotransfersuitableinformationaboutthequality

ofgoods.Thus,retailersadvisemanufacturerswhatcommoditiesconsumersasawholedemand ,
andnoti ぢconsumers whatcommoditiesmanufacturersasawholeproduce.

Wholesalers

Retailers'activitiesarebasedontheirstoresandareasomewhatlocalphenomenon.Infacttheir

marketingareastypicallycoversmallregions. Ontheotherhand , manufacturershaveatenｭ

dencytogathertogetherinaspecificdistrictbecauseofexternalconditionswhichaidinproducｭ

tion.21
) Thus, becausemanufacturersandretailersaregenerallyseparatedgeographically , itis

rareforretailerstoknowwhatcommoditiesmanufacturersproduce.Thisisthesameformanuｭ

facturers:theydonothaveenoughinformationaboutwhatkindofassortmentretailerswishto

construct.Whenthiskindofinformationgaparisesbetweenmanufacturersandconsumers ,
wholesalersassumetheresponsibilitytomediatebetweenthem.

Certainly , ifsellers(manufacturers)andbuyers(retailers)eachconductrandomsearches,
itcoststhemconsiderably.Wholesalerscansavesearchcostsbyperformingthetaskintensively

andsystematically.Wholesalersdealingoodsfromnumerousmanufacturerswhicharetomeet

thediversifieddemandsofretailers.Further , whentransactionsaremediatedbywholesalerswho

accumulateacomprehensiveinventoryofproducts , theycanproviderapiddeliveryserviceand

helpretailersconjectureinventories.22
) Alsowholesalerscategorizeandcollectratingsonthe

19)Inordertoestablishandmaintainareputation , ofcourse, sellersincurvariouscosts.Thecostisakindofinvestｭ

mentforthem ,whichisrecoveredoveralong-termthroughthehighpricecorrespondingtotheleveloftherepuｭ

tation.Thus, reputationsarevaluableassetsforsellers, inthemeaningthattheirpreservationgivestheholder

positivecashflows.Therefore , thesellerwhoestablishesareputationshouldavoiddishonesttradeswhichmay

destroysuchanirreplaceableasset.

20)Competitiveconditionswithotherretailersatadistrictshouldaffecttheassortmenttheybuild.

21)SeeWilliamson(1975).

22)SeeHall(1948).Nevertheless ,becauseaconstructionofatransportationcenterisenoughtosecurebenefitsfrom

savingsoftransactionsandcentralizedinventory , thisprinciplealonecannotexplainthemediationofwholesalｭ

ers



TheMarketingChannelsforTextilesandApparel 15

goodsprovidedbymanufacturers.Thisprocessshouldhaveeconomiesofscale.Aftertherankｭ

ing, theyguaranteetheratedgoodsontheirreputationtoreselltoretailers.Thustransferring

qualityinformationfrommanufacturertoretailers , wholesalerscansummarizeandcoordinate

informationbetweenthem.

Whenmanufacturerspreserveagoodreputationandretailersarewellinformedabout

whatcommoditiesmanufacturersmake, theinformationgapsbetweenproductionandconsumpｭ

tionna 汀ow. Inthosecases, wholesalersasmiddlemenarenotnecessarilyneeded.Also, whena

soleproducerprovidescomprehensivegoodsbywhichretailerscanconstructtheirspecificasｭ

sortments, wholesalersmayberemovedfromdistributionchannelsbecausebenefitsfromthe

principleofminimumnumberoftransactionsaredissipated.Moreover, considerasituation

whenconsumersbuysearchgoodssuchasapparel.Astheyvisitseveralshopstocomparesevｭ

eralcommoditiesandchoosetheirpreferences , recommendationsbyretailerssignificantlyaffect

theconsumers'choice.Thoserecommendationsplayimportantrolesinsalespromotion.Thereｭ

fore, manufacturerswishtoestablishandpreservecooperativerelationshipswithretailerssothat

theirproductsareapprovedbyretailersand, inturn, recommendedforconsumers.Forthesereaｭ

sons, wholesalersaresometimesexcludedfromthesetransactions.

E・3 Summary

Asisseenabove,variouseconomicagentsinterveneindistributionprocesseswithdiverｭ

sifiedinformation , knowledge , andknow-howtobridgeinformationgapsbetweenconsumption

andproduction.Inthedistributionofconsumptiongoods,retailerswhoselltoconsumers ,thefiｭ

nalbuyers, areindispensable.Whentherearelargeinformationgapsbetweenmanufacturersand

retailers, wholesalersmediateforthem.

Besidetheirmediatingfunction , wholesalerstakevariousrolesutilizingtheirowninforｭ

mation.Theyformoriginalexpectationsbasedoninformationaboutthebestsellinggoods, deｭ
mandtrends, andprospectsof 白加re marketconditions.Arbitragesofregionalpricediscrepanｭ

ciesandspeculationsaboutpricedifferencesinthe白tu re canbeunderstoodasactivitieswhich

attempttoconvertthisinformationintoprofit.Nodetailsaregivenhere,butnotethatexistences

andfunctionsofcash-and-carrywholesalersarerecognizedfromthisaspect.

NMulti-stepWholesaleChannelsforTextiles

Someofthevariousaspectsofmarketingchannelscanbeunderstoodasmechanismstoconvert

informationintoprofitordevicestosharetheriskswhichaccompanysuchactivities.Fromthis

viewpoint, thissectionconsidersthemulti-stepwholesalechannelswhichcharacterizethetextile

industryanditschin-orisubcontracting.

N・1 BasicStandpoint

Intextilefabrication , numerousmanufacturersgatherinspecificdistricts, andrelatedmanufacｭ

turingunitsarecontrolledandoperatedbyindependenteconomicagentswhodividetasksmutuｭ

ally.Betweeneachphaseoftheprocess , yarnmills, oya-bataparentweavinghouses , andwholeｭ

salers(suchastradinghouses)mediateandcoordinatethewholemanufacturingsystem.
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Consumerpreferencesfortextilegoodsarenotnecessarilystable, sothatendeavorsin

planning , designing , andpromotingsalesareveryimportant.Inthesecircumstances , agentswho

areentrustedtolinkpreferencestoproductionplayanimportantrole , whichgivesthemopporｭ

tunitiestoprofit.Inmanufacturingfabrics , wholesalersgatherinformationforplanninganddeｭ

signingnewproducts.Wholesalersacquireinformationaboutbest-sellingproducts , production
trends, andmarketconditionsfromtheirowntransactions.Inordertoprofitfromsuchinformaｭ

tion, wholesalersthemselvesplan, design , andmarkettheirownproducts.Ofcourse , theprocｭ

essesofcollectinginformationandplanningarenotquiteenough.Becauseofdifficultiesintradｭ

inginformation , wholesalerswhoplananddesignnewproductshavetoorganizemanufacturing

processesbythemselves.Nevertheless , wholesalerswholackthetechnologicalknowledgeor

know-howtoproduceefficientlyshouldutilizetheirinformationonproductiontrends ,butassign

themanufacturingprocessestosubcontractors.

Then, whydon'tsubcontractorsgatherinformationindependently?Underthecondition

wherenumeroussubcontractorsdividesuccessivemanufacturingprocesses , itisnotwisefor

themtoproduceproductsbasedontheirownestimatesof 白ture demandandsupply.Because

therearegapsineachsubcontractor'sprivateinformation , theyshouldconsignspecificagentsto

gatherinformationtosavecost.Inordertocoordinatevariousprocesses , andavoidincreasesin

inventoryduetolagsbetweenprocesses , itisrationaltoemployspecificagentstogatherinforｭ

mation.Therefore , wholesalers , suchastradinghouses, gatherinformationandcoordinatethe

wholesystem, consigningsubcontractorstoproduceonlywhattheyplananddesign.

Notethatinformationgatheredaboutconsumptiontrendsisnotalwaysaccurate , sothat

somerisksinmarketingmanufacturedproductsstillremain.Moreover , insan-chiproduction

districts, oftenthesameinformationisrealizedbymanyatthesametime, causingthepriceto

drop.Also, thesalesofproductsdependonhowharddistributorssuchaswholesalersendeavor

topromotesales.

Inthiscircumstances , whattypeofcontractbestgivesthedistributorstheincentiveto

planproperlyandmarketpositively , andtoshareriskswithmanufacturers?T

23)Whenwholesalersdonothaveinformationonmanufacturingtechnologies , manufacturersmayoverstatetheir

costtoacquiremorepro 日ts. Intextileindustrieswherenumeroussmallmanufacturersexist , theopportunistic

tendenciesofmanufacturersdonotmatterbecauseoftheseverecompetition.
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own.Moreover , theyneednotkeepinventoriestoa司just tofluctuationsinmarketdemand.Reｭ

sponsibilitiesfordeterminingproductionlevelsestimating 白ture markettrendsplusallofthe

costscausedbythemiscalculationsofthoseestimationsarebornbydistributorsincluding

wholesalers.

N-2DivisionofProcessesAmongFirms

Ifdivisionofprocessesarepresumed , itmakessensethatmanufacturersbegeographicallyconｭ

centrated.Ideallyallmanufacturerswouldbeorganizedbyoneagenttosaveontransportation

costsandenablesmoothcoordination.Then, whyareprocesseseversegmented?Distributors

suchaswholesalershelpfinancesmallmanufacturersdirectlyorindirectly.Forexample , they
oftenprovidetheirlooms.Thus, wholesalerscanaffordtohavefacilitiestoproducebythemｭ

selvesatleastforapartoftheirrequirements , ifitpays.Thereforewholesalersmustreapsome

obviousbenefitinconsigningmanufacturingprocessestoindependentsubcontractors.Why

aren'twholesalersengagedinmanufacturingbythemselves?Thissubsectioninvestigatesthisis-

sue.

Wesuspectthatthetechnicalconditionsthatenableindependentmanufacturerstooperｭ

atesegmentedproductionprocesseswithinthetextileindustryincludethefollowing.Whilethe

upper-streamprocessesinthetextileindustrytendtobequitestandardized, numerouskindof

goodsareneverthelessproducedinsmalllots.24
) Smalllotsizesandthedispensabilityofhigher

technologiesallowmanufacturerswithcomparativelysmallcapitaltoconductmanufacturing

processes.Thisenablenumeroustinymanufacturerstoenterandsurviveintheindustry.Moreoｭ

ver, althoughdiverseproductsareproduced , mostproductionfacilities(processes)areforgenｭ

eralpu 中oses.

Thereareseveraladvantagestoorganizingsuccessiverelatedprocessesinonecompany.

The 臼rst istheeasycoordinationofprocesses , --althoughthisbenefitalonedoesnotimplythat

theorganizationofallprocessesinonecompanyisnecessarilythebestoption.Intheproduction

offabrics, timelagsbetweenprocessesdonotimposelargecosts.Processesarecoordinated

basedontheinstructiondocumentsprovidedbywholesalers.Thesecondadvantagetothisorｭ

ganizationisinhavingthecapabilitytomonitorinlong-term , whichhelpstoguardagainstthe

transferofselectiveandfalseinformation.25
)However , itisnottosaythatthismeritisindispenｭ

sabletosolvingtheproblemsinvolvedwithinformationtransfer.Wholesalerscangaininformaｭ

tionaboutmarkettrendsonlybyengaginginplanningandbearingrisks.Thethirdpossiblemerit

isassociatedwithhavingspecializedequipmentrelatingtothesemanufacturingtechnologies.

However ,withinthisindustryonedoesnotprofitmuchfromowningcertainequipment, because
fabricatingmachinescanbeusedforawiderangeofpurposes.Consideringthefactthatmany

companiesbothwithintheUnitedStatesandJapanoperateintegratedprocesses , segmentation
maynotbeamoreefficientprocess.Although , profitsearnedunderintegrationhavenotshown

tobemuchgreaterthanthoseearnedundersegmentation.

24)Thistendencyismorenotableinwoolenfabricsthanincottonandrayonfabricsorsyntheticfiberfabrics

25)SeeWilliamson(1986).
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Theoryofcontracts

Contracttheorystatesthatwheninvestmentsintangibleassetsareimportantintra-organizational

integrationisdesirable , whilewheninvestmentsinhumancapitalaremostimportant , segmentaｭ
tionisdesirable.26

) Becauseinvestmentsinhumancapitalarehardtodescribeinacontractdocuｭ

ment, andmoreover , becausethosecontractsaredifficulttoenforce, thosewhoinvestinhuman

capitalshouldbearthecost, irrespectiveofwhoinvestsintangibleassets.Whilejointprofitsinｭ

creaseduetohumancapitalinvestments , theex-postdistributionofacquiredprofitdependson

theownershipdistributionoftangibleassets.Thatis, participantswithouttangibleassets(right

toclaimresidualcontrols)havelowthreatpoints ,soareatadisadvantageinsharingjointprofits.

Therefore , investmentsinhumancapitalarelikelytobetoolittle.Inordertostimulateinvestｭ

mentinhumancapital , investorsusuallyhavetangibleassetstocomplementhumancapital.This

resultsintheformationofaquasi-integrated , intermediateorganization.However , wheninvestｭ

mentsinhumancapitalareextremelyimportant , orwhenacertainparticipantshouldbejoined

toexploitprofitsfrominvestingintangibleassets, aninternalorganizationunderwhichtheagent

possessesallassetsischosen.Butwhenassetsarehighlycomplementary , suchthatwithoutone

facilitythewholevaluewoulddeteriorate , aninternalorganizationunderwhichoneagentowns

allthetangibleassetsismostoftenformed.

Infabricmanufacturingitisnotsoimportanttoinvestintangibleassets.Forexample ,
dyeingandfinishingprocessesarenecessaryforintermediategoods, butnocertainskilledperｭ

sonisindispensableatthatstagebecausetheprocessisnotsodetailed. 恥10reover ， althoughthe

processesaremutuallycomplementary ,theirgeneralitypreventthemfrombeingorganizedinterｭ

nally.

Separationbetweenplanningandproduction

Next, weinvestigatetheseparationbetweenwholesalers , theagentswhoplananddesign, and
manufacturers.Generally , extensionsoforganizationsenableemployeestobemoreeasilydisｭ

persed, andmakepossibleflexibleadministration.However , thismeritisaccompaniedbythe

followingdemerit.Whendifferentagentsoperateseparately ,theircontributionstoprofitarerelaｭ

tivelyclear.When , ontheotherhand, thereareseveralteamsofworkerswhoengageindifferｭ

entoperationsandwhokeepmutualcommunicationsactivelyinoneorganization , itisdifficult

toidenti ぢeach one'scontributiontotheprofit.Thus, theconnectionbetweentheirperformance

andcompensationbecomesambiguous , whichdiscouragesemployeesfromexertingefforts.

Moreover , theremayemergeateamwhotriestochangedistributionrules, tryingtomanipulate

itsshareoftheprofit.27) Ifrigidrulesareemployedtodiscouragesuchinfluences, onehasto

wo 汀y aboutbureaucraticdominationthatmightresultinaninflexibleorganization.Anotherdisｭ

advantageisinthenegativeexternalitieswhichmayresultwhenproductplanningandmanufacｭ

turingareintegratedinoneorganization.Whenrespectivefunctionsareoperatedbydifferent

agents, moralhazardproblemscanbeavoidedbecausetheagentsresponsiblefortheoperation

aretheverysamewhoenjoythebenefitsfromtheoperation.

Otherfactorwhichmotivatesplanningwholesalerstoseparatethemselvesfrommanufac-

26) SeeGrossmanandHart(1986)orHartandMoore(1990).

27) SeeMilgromandRoberts(1988)
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turingsubcontractorsinvolvesthewagedifferencebetweenlargeandsmallfirms, apeculiarasｭ

pectofJapaneseindustries.Infact,assubcontractingweaversaregenerallysmall,theircommisｭ
sionsarelow.28) Weavinghousesaretypicallyhouseholdfirmsandmostweavershaveother

someside サob ， suchasfarming.Atnightoratseasonswhentheyare 企ee fromfarmworksthey

employthemselvesinfabricatingworkswithrentedlooms.Undertheseconditions,itisnotwise

forwholesalerstoengageintheirownproductionwhichwouldinvolvehiringfull-timeemployｭ

eesathigherwages.

N・3 TradeCustoms:AmbiguousContracts

Insan-chidistricts , oya-bataparentweavinghousesandyammillsorganizeandcoordinatepro ・

ductionsystems.Theordersofwholesalemanufacturersandyammillsarenotalwaysaccomｭ

paniedbydetailedcontractdocuments.29
)Whynot?Needlesstosay,thecontractscontainfewer

descriptions , thenfirmshaveawidervariety企omwhichtochoose.Asdemandsfortextileprodｭ

uctsareveryuncertain , theamountofcommissionedsubcontractingseverelyfluctuates.This

phenomenonisexacerbatedbythesimilaritiesinexpectationsamongwholesalers.Intheproducｭ

tionoftextilegoods , adaptationtofluctuatingmarketconditionsisveryimportant, andlackof

specificationincontractscanbeunderstoodasatacticwhichgiveswholesalerssomeleewayin

thisregard.

Anotheralternativetothisproblemwouldbethecreationofaconditionalcontractwhich

couldaccommodateforallthecomplicatedcontingenciesassociatedwithsuchanunpredictable

market.Boundedrationalitypreventsthem 合om makingsuchacontract.Althoughcontractscan

specifycertaintaskstobecarriedoutunderspecificcircumstances , norigidcontractcanadapt

theproduction(sales)systemtothefluctuationsofanuncertainandcomplicatedenvironment.

Next , consideranincompletecontractwhichdescribesbeforehandonlyarangeoftasks

tobeperformed.Undersuchcontractstheactualtasktobecompletedisgivenaftertheyknow

themarketdemands.30
) Althoughunderincompletecontractstheymaybehaveoppo 抗unistically ，

along-termrelationshipmayhelptopreventsuchbehaviorasdescribedintheoriesofrepeated

games.3
]) Whenonetradesonlyonce, conflictinginterestsareemphasized.However, whenconｭ

tractscanberenewedandthereareopportunitiescouldbenefitbothofthem, ratherthanbring

thecontracttoanendintheinterestofopportunismoneshouldagreetoacooperativeventure

toretainlong-termprofit.

Inlong-termrelationships ,variousfactors, suchasreputation ,canbeusedtosuppressopｭ

portunisticbehaviorforthesakeoflong-termbenefits. 孔10reover ， therearevariousincentivesfor

suchrelationships , becauseone'srewardsorprofitsforeachperiodneednotcorrespondtohis

ownperformanceandbecausemonitoringbecomesmorefeasible.Atthesametime,wholesalers
neednotsetafixedcompensationrateforallofthesubcontrac

28)Asdescribedinthesubsection2・2 ， atBans 戸1 san-chidistrict , thetotalshipmentfrommorethantwothousands

subcontractorsamounttoonly100billionyen, whichimpliesabout40millionyenpersubcontractor.Asthe

meannumberofworkersisfour, theearningsareonly3millionyenperheadwhenthecommissionrateis30

percent.

29)Thispracticeinvolvingundetaileddocumentationisnotuniquetotextiledistributions , butoneseeninvarious

industriesinJapan.

30)SeeWilliamson(1975)orSimon(1951).

31)SeeKreps(1990, chap.14)orFudenbergandTirole(1991, chap.3-5)
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afixedratedependingonthesubcontractor'spastperformance , orreputation.Inthissituation

subcontractorsarelikelytoavoidopportunisticbehaviorwhichmightdamagetheirreputations.

Thesameholdstrueforwholesalers.Opportunisticbehaviorontheirpart , suchasrefusalofconｭ

signedproducts , damagetheirreputationsamongallsubcontractors , notonlythesubcontractor

betrayed.Thuswholesalersalsoavoidopportunisticbehavior.Mutualunderstandingsfosteredin

long-termrelationshipsstrengthentheirrelianceononeanother , sothatcontractsneednotbeso

detailed.Whilethelackofspecificationmakescontractsambiguousforoutsiders , italsosaves

ontransactIOncosts.

Anadvantageinoperatingaproductioninoneorganizationwhichdoesnothavedetailed

assignmentsa-priori , isthatitcanpromptlyadapttothechangingenvironment.Inmanufacturｭ

ingfabrics, thismeritmayberetainedalthoughtasksaresegmentedamongsubcontractors.By

workingclosewithinaspecificdistrict, manufacturersandsubcontractorsfinditeasytoholda

reputationincommon , whichhelpstodissuadeopportunisticbehaviorforbothpartiesinvolved.

Asthoseinthesameprofessionlivingcloselywithinasmalldistrictsan-chi , itiseasytoimagine

thattheyholdmuchincommon.Additionally , sincetheirproximityallowsforrapidcommuniｭ

cationstheproductionsystemcanbea司justed easilywithoutanyestablishedmediatingorganizaｭ

tlOns.

Incontrasttoformertimeswhenthereweretebariweaverswhogatheredinformationby

themselves , tookrisksinbuyingthreads, andsoldtheirfinalproducts , nowchin-orisubcontractｭ

ingistypical.Wesawhowchin-orihavebeenintegratedintothemulti-stepwholesalingsystem

andhowadjustmentstoandorganizationofthemanufacturingprocessesisdoneinsan-chidisｭ

tricts.Inthissituationthephenomenoncanbeunderstoodaseconomicallyrationalbehavior.Reｭ

cently, asconsumers'preferenceshavebecomemorediversified , andasplanningnewproducts

andpromotingsaleshavebecomemoreimportant , theroleofgatheringinformationandorganｭ

izingthewholesystemisbeingshiftedfromdistricttradinghousestolargeryammillorgeneral

tradingcompanies.However , weexpectthatthisshiftinresponsibilitieswillnotchangetherole

ofthebodywhogathersinformationinthemulti-stepwholesalesystem, sot

VApparelDistributionSystemandReturnsPolicy

Inthissection, anoverviewofthetransitionsintheappareldistribution , especiallytheriseand

declineofwholesalers'tendencytorelocatenearretailers , areprovidedfromtheviewpointofefｭ

fectiveinformationtransferinmarketingchannels.Also, weinvestigatethefunctionofreturns

policiesfromastandpointofrisksharingandinformationtransfer.

V-1WholesalersLocatedwithinConsumptionArea

Thefocusofapparelproductionisonthewholesalemanufacturer(apparelmaker).Theygather

marketdemandinformationwhichenablesthemtoplananddesignnewproductsandtoorganize

themanufacturingsystem.Apparelproductsaresodiversethatthelotsizeisgenerallysmall:it

isnotrarethatafashionablewomen'sapparelproductisproducedwithalotconsistingofonly

onehundredpieces.Therearenotstrongeconomiesofscaleandnumerouswholesale
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manufacturersengageinproductioninthismarket.Wholesalemanufacturerssometimeshave

theirownfacilitiestoproduceaportionofthefinalproduct.Inmostcases, however , theyconｭ

signmanufacturingtosubcontractors.Mostoftheproductsmanufacturedaresentdirectlytoreｭ

tailers.However , someofthemaresoldtowholesalerslocatedneartheconsumptionarea(hereｭ

afterdenotedas"consumption-areawholesalers").Recentlythedistributionchanneldescribed

abovehasdiminishedinimportance , althoughitoncewastheapparelindustry'smainrouteof

distribution.Whydidthistypeofwholesalerexist?Andwhyaretheynowdisappearing?This

subsectioninvestigatesthisproblem.

Themainjustificationfortheexistenceofconsumption-areawholesalersrestsontheinｭ

formationtowhichtheyhaveaccess.Theyhavelotsofinformationabouttheconsumersintheir

area.Inordertoconve 口this informationintoprofit , theymediatebetweenwholesalemanufacｭ

turersandretailers.Althoughtheycanselltheirinformationtowholesalemanufacturers , the
propertiesofinformationdescribedabovemakethesaledifficult.Analternativeistointervene

inthedistributionprocessthemselves.Themulti-stepwholesalesystem, characterizedbythe

wholesalemanufacturer--consumption-areamanufacturer--retailerpatternistheresultofthis

mediation.Thisjustificationmayneedtobeelaborated.

First, whydon'twholesalemanufacturerstradedirectlywithretailersinordertolearn

moreinformationaboutconsumers'behavior?Forwholesalemanufacturers , whoplananddeｭ

signnewproducts , moreinformationshouldbedesirable.Althoughtheycouldacquiremoreinｭ

formationintransactingwithretailers , theyincurcostsindoingso.Forsomeapparelgoods , conｭ

sumerpreferencesdifferfrompersontopersonandregiontoregion, buttheaveragedemand

trendsarestable.Insuchconditions , thebenefitsfromtheinformationgatheredfromretailersare

outweighedbyitscosts;so, forwholesalemanufacturers , itismoreadvantageoustoplannew

productsbasedontheinformationtransferredthroughconsumption-areawholesalers..Thus , not
allinformationistransferredstrictlythroughmarketingchannels , assuchroutesmaycomewith

highercosts.

Next , let'sexaminetheretailers'responses.Sincetheyfaceconsumersdirectly , retailers
canacquiremuchi
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Notethatconsumption-areawholesalershaveanadvantageoverretailersinassortments.

Forpracticalreasons , retailerssometimesdelegateassortment-selectionresponsibilitiestoconｭ

sumption-areawholesalers.However , wholesalershaveimportantinformation , buttheyarenot

perfect.So, eveniftheybasethepurchasesofapparelproductsontheirrichinformation , there
remainsignificantrisks.Underpurchasingcontracts , theserisksarebornbyretailers.Sincethey

arewithoutrisks , consumption-areawholesalersmightbuyinappropriateamountsofproducts ,
whichmayleadtoproblemsinthetradingsystem.Thepolicyunderwhichwholesalersliberally

acceptreturnsofunsoldgoodscanbeunderstoodasaninstrumenttoalleviatethisproblem.Unｭ

dersuchapolicy , theconsumption-areawholesalersthemselvesbeartherisksfromunsold

goods,thatis,inappropriateassortmentsarepenalized.Therefore ,theyattempttomakeappropriｭ

ateassortmentsbasedonthemarkettrendinformationthey'vegatheredandanalyzed.Needless

tosay, thismechanismimprovesthereliabilityoftheassortmentsandtheinformationtheysupｭ

ply.

V-2ARecentHistoryoftheDistributionSystem

Beginningintheearly1970's,afterthehighgrowthperiod ,consumers'preferencesbecamemore

diversified , sothatitbecamemoreimportanttogatherandanalyzeinformationaboutconsumer

trendsinplanningnewproducts.This, coupledwiththeinnovationsininformationprocessing ,
encouragedthedistributionsystemtoevolvesothatthedistancebetweenwholesalemanufacturｭ

ersandconsumers(retailers)becameshorter.Thissubsectioninvestigatesthetransitionofapｭ

parelmarketingchannels仕om threeaspects:theencroachmentofapparelmakersintoretailing

markets, theestablishmentofbrands(reputation) , andthedevelopmentofgeneralmerchandizing

stores(GMSs).

Advancesofapparelmakersintotheretailmarket

Consumers'preferencesforapparelgoods, especiallywomen'sfashionableapparelproducts , are
sodiversethatthenumberofproductsisnumerous.Andsincefashiontrendschangesorapidly ,
apparelitemsquicklyandeasilylosepopularitywithconsumers.Tomakesuitableplanningfor

suchgoodsitisnecessarytorapidlygatherinformationaboutconsumertrends.Ontheother

hand, itisalsoestablishedthatnotallconsumershavedeterminedpreferences , andthatsalesare

affectedconsiderablybyinformationofferedthroughmarketing.Inthissensediversityinconｭ

sumers'preferenceisonlyanepiphenomenon.Underthesecircumstances , wholesalemanufacｭ

turers'directtradeswithconsumersbecomemoreimportantasameanofgatheringinformation

andaffectingfashions.Forthisreason , somewholesalemanufacturersadvancedintotheretail

market , excludingconsumption-areawholesalers企om themarketandmakingthedistribution

channelshorter.

32)Otherthanconsumption-areawholesalers(whoplananddesign)andwholesalemanufacturers(whoorganize

manufacturing ,) sometimesthedistributionofapparelproductsaremediatedbywholesalerslocatedatentrepots ,
whosemainroleistoadjustdemandandsupply.Whenclosesubstitutesexist , itishardforindividualmanufacｭ

turerstoattaintheadjustmentforthewholesystemincludingthosesubstitutes.Undersuchcircumstances , aco・

ordinator , whoa司justs thewholesystem , isnecessarytorunthedistributionsystemsmoothly.Thewholesalers

locatedatentrepotstakeonthisrole.Theyadjustthewholedemandandsupplyaccumulatinginventories.As

theydealwithdiversifiedproducts ,theyareverycompetenttopoolrisks.Thustheycontributetosmoothoperaｭ

tionofthedistributionsystem , whiletakinglargerisks.
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Amongthevariousapparelgoodsdistributionchannels, atypicaloneformenand

women'souterwearissalesbyanationalbrandapparelmakerthroughdepartmentstores.Also,
fastgrowingapparelmakerssuchasWORLDCo.Ltd.orITOKINCo.makeavailabletheir

women'sapparelthroughsocalledonly-shops , whichisanothertypicaldistributionchannel.In

thelattercasetheapparelmakersadvancedirectlyintoretailing , whileintheformercasethe

channelislengthenedtoincludedepartmentstores.However, thereisnofundamentaldifference

betweenthesetwocases.Enteringintocontractsofcommissionsaleswithdepartmentstores,
someapparelmakerstakeresponsibilityforsales, evendispatchingtheirownsalesclerks.Thus,
toputitbluntly , departmentstoresonlyleasetheirshelvespace, sothatmosttasksintheretail

stage, fromassortmentstosalespromotions , areexecutedundertheresponsibilityofapparel

makers.Apparelmakersachievedtheirgreatsuccessbyaccumulatingvariousinformationabout

consumertrendsfromtheirtradeswithdepartmentstores, andbyputtingsuchinformationinto

activepractice.

Buildingthebrand(reputation)

Atonetimeconsumersobtainedagreatdealofproductinformationfromretailers.Oneofthe

rolesofconsumption-areawholesalersistosupplyretailerswithsuchinformationandthrough

this,toaccomplishsalespromotions.Whenthesefunctionslosetheirweight, thereasonfortheir

existencemaydiminish , orthechannelmaybecomeshorter.Considerthecaseofthedistribuｭ

tionofunderwear.Previously , them可or routeofdistributionofknittedunderwearwasthrough

wholesalers.However , whenGUNZELtd.capturedasignificantportionofthemarketshares,
thechannelexperiencedgreatchange. Untilthenaconsiderablepartofunderwearsupplied

throughthechannelwasofinferiorquality.Insuchamarketconsumersbegantorespectthe

qualityofGUNZEproductspartlybecauseofGUNZE'sprovidingsuperiorgoodsandpartlybeｭ

causetheyestablishedtheirbrandnamethroughadvertisements.Ofcourse, thismarketingstratｭ

egywassuccess 白I becauseofvariousavenuesofreachingthemass-mediawhichcamewiththe

developmentofinformationtechnology , includingthespreadofTVsets.33
)Onceabrandhasesｭ

tablishedagoodreputation , asinthisexample, manyretailerscometoknowtheapparelmaker;

theiraffiliationfillsuptheinformationgapbetweenmanufacturerandretailer , andleaveslittle

roomforwholesalers.Infact, Gunzehasexcludedwholesalingmediatorswhopreviously

workedtoestablishthedealerstheyrepresentedwithinthechannel.341

DevelopmentofGMSs

ThedevelopmentofGMSsisafactorcontributingtochangeinthemarketingchannelforunderｭ

wear.However , theeffectsofGMSsarenotconfinedtothedistributionofunderwear.Whenreｭ

tailersbecomelargeandcometotradewithnumerousconsumers , theycanexploittheeconoｭ

miesofscaleingatheringinformationandthroughspecialization.Forthisreason, GMSsneed

notutilizeconsumption-areawholesalers , andcanmakeassortmentsbasedontheirowninforma-

33)Oneofthefactorswhichleadtothedeclineofconsumption-areawholesalersisthedilutionofheterogeneityin

consumers'behaviorthroughthedevelopmentofmass-media;theirfunctionasaninformationproviderandsales

promotorhasthuslostimportance.

34) R戸ltsu MondaiKenkyuKyokai(1981, P.94)
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tion.Infact, therehasbeenadefiniteincreaseinthenumberofretailerswhotradedirectlywith

wholesalemanufacturersorthroughwholesalerslocatedatentre-pots.Thus , fewerandfewerreｭ

tailersarestilltradingthroughconsumption-areawholesalers.

V-3ReturnsPolicy

Inthedistributionofapparelproductsthepracticeofreturningunsolditemsstillremains.Beｭ

causethispracticehasbecameasortofcustomintheapparelindustry , unsoldaswellasdefecｭ

tivegoodsareacceptedbywholesalers.Whydotheyacceptreturns?Thissub-sectionanalyzes

thisproblem.Iftherewerenouncertaintyindemand , thereshouldhavebeennoreturnsbecause

retailerswouldordertheexactamounttheysell.Evenifthereisuncertaintyindemand , solong

asthecommoditiesdonotlosetheirvalueastimegoesby, returnsbenefitretailersonlyinthe

savingofinventorycosts.However , formostapparelgoods , especiallyforfashionableapparel ,
demandsareuncertainandperishable.Thiskindofgoodislikelytohaveinsufficientsalesata

givenprice , whichcausesunsoldgoods.Alsowhenretailersdiscountpricestoincreasethe

amountofsales , theyhavetobearlosses.Whoshouldenduresuchsalesrisks(l osses) ヲ -- wholeｭ

salersorretailers?

Whenreturnspolicyisintroducedintradesbetweenwholesalersandretailers , itisbetter

forretailerstoaskwholesalerstoaccepttheunsoldgoodsatthesamepricetheywerebought

thantosellgoodsatapricebelowthebuy-incost.Inthissituation , contrarytothepurchasing

contracts , retailerswouldnotbearanylossaccompanyingtheunsoldgoods , andallsalesrisks

areenduredbywholesalers.Consideringtherisk-sharingproblem , oneshouldnoticethatdisｭ

tributorscanpoolsalesrisksbydealingwithdiversegoods.Wholesalersdealingwithdiverse

goodscanalsopoolriskseffectively.Moreover , becausethevarietyofproductsislinkedwith

thescaleofthedistributor , largerdistributorshavemoreabilitytopoolrisks.Forthesereasons ,
wholesalerswhotradewithvariousretailerssellingindifferentmarketscanbeexpectedtohave

ahighabilitytopoolrisks , astheyaregenerallylargerthanretailersandhavewiderassortments.

Furthermore , wholesalershavebetteraccessthanindividualretailerstoinformationaboutconｭ

sumertrendsbecausetheyaccumulateandanalyzeinformationonalloftheirretailers'sales.

Thisalsoprovidedabasisforrisk-takingbehaviorbywholesalers.

Salespromotion

Inthesalespromotionsofsearchgoodslikeapparel , thedisplayedgoodsintheshopwindow

haveanimportantrole. 附Under apurchasingcontractinwhichtheyhavetobearallrisks , retailｭ
ersorderlessthanwouldoptimallypromotesales , astheyareafraidofunsoldgoods.Amethod

ofdrawingoutmoreordersfromretailersistomitigatetheirrisksonsales.Byintroducingapolｭ

icyunderwhichwholesalersacceptunsoldgoods , atransferofsalesriskcanbeattained.Ifreｭ

tailersarerisk-freethenanoptimallevelofdisplayedgoodsforthewholesalerorforthewhole

distributionsystemcanbeachieved.

Ontheotherhand , aliberalreturnspolicymayinducerisk-freeretailerstoordermore

thannecessary , asameansofavoidingstock-outs.Whenalloftheseordersarenotcoupledwith

35) InJapansalesbycataloguesincludingmail-ordersalehaveonlyasmallshareofthemarket , althoughithas

grownfastrecently.
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asale, enormousamountsofunsoldgoodsarereturned.Thoseunsoldgoodsmeanawasteofreｭ

sources.Amethodtoavoidthisproblemisforthemanufacturertoconsignacertainamountof

goodstobesoldtoretailers.Bythismethodtheycandeterminetheoptimalamountofdisplayed

goodsforthechannel.However, returnscannotbeavoidedcompletely.Wheredothosereturned

goodsgo?Therearesomecasesinwhichtheyarediscardedtopreservetheimageofthemanuｭ

facturers'brand.Inmostcases, however , theyaresenttootherretailersthroughwholesalers.

Thesetransactionsobviouslymakethedistributionchannellonger.

Analternativemethodwhichencourageslargeordersfromretailersissettingahighretail

margin.Resalepricemaintenanceandaliberalreturnspolicyachievesimilarresults.36
)Nevertheｭ

less, inJapan , resalepricemaintenanceisprohibitedperse, whileseverecompetitionprevents

retailers , fromsettinghighmarginsinretailmarkets.Also, evenifresalepricemaintenanceis

anoption ,retailersshouldbearsalesrisksunderpurchasingcontracts, sothataconsiderablerisk

premiumwouldbepaidtoretailers , whothemselvesaretoosmalltoacceptrisks.37
)

Adisadvantageofaliberalreturnspolicyisthatitdiscouragesretailers企omactivelyproｭ

motingsales.Becauseretailersare 企ee fromsalesrisksunderthesystem, itisunderstandable

thatthelevelofefforttowardsalespromotionislessthanitwouldbeunderabuy-incontract.

Therefore , toensurethatsalepromotioneffortsareatanoptimallevel, countermeasuresare

taken, ofwhichtherebatesystemanddispatchedsalesclerksareexamples.Forfashionableapｭ

parelgoods, departmentstoredisplaysaresoadvantageousthatdepartmentstoreshavethe

powertodemandreturnsprivileges.Givensuchconditions , itisamatterofcoursethatsalesproｭ

motionsbydepartmentstoresdeclineandthattheratiosofreturnsincrease.Therefore ,wholesale
manufacturersseetosalespromotionbydispatchingtheirownsalesclerks.Thesalesclerks'

presencediscourages information-gatheringeffortsbydepartmentstores, anddiminishestheir

abilitytoplananddesignnewproducts.Withthisstrategicmove, wholesalersareabletoaccuｭ

mulateinformationaboutconsumptiontrendsandhaveenhancedtheirabilitytoplan.38
)

Informationtransfersthroughmarketingchannels

Anotherfunctionofthereturnpolicyistohelpsmoothinformationtransfersthroughoutmarketｭ

ingchannels.Theperformanceofachanneldependsontheamountandthevalueoftheinforｭ

mationobtainedbyitsrespectivemembers.Presumablyonlythewholesalerhasmarkettrendinｭ

formation , andtheretailersareinthedarkconcerningthismatter.Inthissituation, retailerswho

cannotestimatedemandhavenobasisonwhichtoadjusttheirorderschedule.Theycanonlyorｭ

deraconstantamountregardlessofthemarket'sfluctuations.Thechannelcannotadaptsales

promotionstothecurrentsituation, andtheinformationheldbywholesalersisnotused.

Thus, anasymmetryindemandinformationbetweenwholesalersandretailersexists, inｭ
formationtransfersincreasetheefficiencyofthechannel.But, howistheinformationheldby

wholesalerstransferredtoretailers?Inpurchasingcontractsunderwhichtheydonotbearsales

risks, wholesalersmaytransferintentionallydistortedmarketinformationinanattempttodraw

outmoreordersfromretailers.Expectingthiskindofbehaviorfromwholesalers, retailersdonot

36)Forthispoint , seeMarvelandReagan(1986),FlathandNariu(1989), andNariu(1996).

37) InJapanretailersaregenerallysmallandcannotbearmanyrisks , whichexplainwhythereturnspolicyprevails

inJapan.

38) SeeEjiri(1979).
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alwaysbelievethesharedinformation.Thustheinformationmaynotbetransferred.39
)Onthe

otherhand , underaliberalreturnspolicyinwhichwholesalersacceptunsoldgoods, excessive
ordersbaseduponanexaggeratedanticipationofdemandonlyleavewholesalerswithmanyreｭ

turns, andwasteproductioncosts.Forthisreason , wholesalersrevealco 汀ect information , on
whichretailersrely.But,whenonlyretailerspossessinformation ,theuseofpurchasingcontracts

whichnamesretailersresponsibleforbearingsalesrisksisthebestwaytoassuresmoothoperaｭ

tionofthedistributionchannel.

Theobservationsandhypothesescanexplaintheevolutionofappareldistributionasfolｭ

lows: Once , wholesalers , includingwholesalemanufacturers , gatheredinformationaboutconｭ

sumptiontrends , whichenabledthemtodeterminewhattomakeandhowtosell.Atthattime,
consumption-areawholesalerspossessedrelativelyrichinformation , andacceptedreturnsinorｭ

dertotransferthatinformation.Asforfashionableandperishableapparels ,mostoftheproducts

werenewdesigns , sothatinformationregardingappareldemandwasobtainedbythewholesale

manufacturerswhoplannedanddesigned.Topromotesalesofsuchgoods, displaysinshop

frontswereindispensable.Therefore , wholesalerswouldtransfertoretailerscorrectinformation

aboutmarketdemandanddrawoutordersfromthemtosecureanoptimalamountofdisplayed

goods.Liberalreturnspoliciesenabledsuchinformationtransfersaswellasmitigatedthesales

risksofretailers.RecentgrowthoflargescaleGMSsandtheadvantagesininformationtechnolｭ

ogyallowedsomeretailersaccesstomoreinformationthanwholesalers.Underthesecircumｭ

stances, retailersstartedtoplananddesignnewproducts , andconsignproductiontomanufacturｭ

ersdirectly , whiletheyboughtthewholegoodsproducedandboreallsalesrisks.Theexclusion

ofwholesalersandtheshorteningofthechannelwerethedirectresultsofretailer'sopportunism.

Moreover , inordertodisposeofunsoldgoodsunderpurchasingcontractsanewtypeofretailer

becamenecessary.Atypicalexampleofthesenewretailersistheoutletwhichbuysandresells

unsoldgoods, andwhichwasrecentlydevelopedbydepartmentstores.

V-4Summary

Inappareldistribution , consumption-areawholesalersoncemediatedforwholesalemanufacturｭ

ersandretailers ,bridgingtheinformationgapbetweenthem.However ,becauseoftheincreasing

importanceinfollowingconsumptiontrendsandtheincreasingdiversityamongconsumers , conｭ
sumption-areawholesalersbecameexcluded , thusshorteningdistributionchannels.Atthesame

time, theestablishmentofwholesalemanufacturers'brands , thedevelopmentoflargescale

GMSs, andtheadvantagesininformationtechnologyalsohelpedtofilltheinformationgapbeｭ

tweenwholesalemanufacturersandretailers.Together , allofthesefactorsresultsinmaking

channelsshorter.Inspiteofallthis, itremainstruethatthosewhoplananddesignnewproducts

gathermarketinformationandbearsalesrisks.Therefore , whenawholesalemanufacturerplays

themainroleinadistributionchannel,hebearsriskshavingaliberalreturnspolicy.Ontheother

hand, whenalargescaleretailerplansaprivatebrandcommodity , apurchasingcontractispreｭ

ferred.

Thusvariousfactorshelptodeterminewhetheraliberalreturnspolicyorpurchasingcon-

39)Mutualtrustbaseduponlong-termrelationshipsmayenabletransfersofmarketinformation.However , demand
estimationsforfashionableapparelaresounreliablethatitisnoteasyforthemtomaintainsuchreputations.
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tractisadopted.Allrisksarebornbywholesalersunderliberalreturnspolicy , andbyretailers

underpurchasingcontracts. Thus, first, whenretailers(wholesalers)areriskneutral, apurchasｭ
ingcontract(liberalreturnspolicy)leadstooptimalrisk-sharing.Second, whenretailers(wholeｭ

salers)playimportantrolesinsalespromotions , desiredincentivesaregivenbypurchasingconｭ

tracts(liberalreturnspolicy).Third, whenwholesalershaveprivateinformationaboutconｭ

sumptiontrendsandhaveenteredintoapurchasingcontract, theyareinclinedtotransfer

distortedinformationtogetmoreordersfromretailers.Ontheotherhand, astherearenosuch

incentivesunderaliberalreturnspolicy , retailersgetasmoothertransferofinformationfrom

wholesalers.40
) Onthecontrary ,whenretailershavemoreinformationaboutthemarket ,purchasｭ

ingcontractsareadoptedtoachieveamoreefficientuseofsuchinformation.Fourth , underreｭ

turnpoliciesretailerstendtoplaceexaggeratedorders.Therefore , whenmanufacturingcostsare

substantialthebestwaytoavoidlossesresultingfromunsoldgoods, istoselectapurchasing

contract.

VIConclusion

Althoughawiderangeofinformationisneededtosmoothlysellwell-designedproductstoconｭ

sumersthroughdistributionchannels , itisrarethatanyoneagenthasallthenecessaryinformaｭ

tion.Moreover ,becauseofitsnature , suchinformationishardtotradewithinthemarket.Thereｭ

fore, foramarketingchanneltooperatesmoothlyvariousagentswithdiverseinformationshould

participateinthedistributionprocesses. Ithasbeenobservedthattheparticipationofmany

agentsresultsinlongandcomplicatedmarketingchannels.Fabricsmarketingchannelsareorｭ

ganizedbywholesalers(suchastradinghouses) , whogatherinformationaboutmarkettrends ,
plananddesignnewproductsbaseduponthis information , andsellmanufacturedgoods.

Moreover , toclarifytheirownresponsibilitieswholesalershirechin 司ori subcontractorstoperｭ

formcertainprocesses ,andaccepttherisksassociatedwithmanufacturing.Inthissituation , conｭ
tractswiththechin-oriarenon-specificsothatbothpartiescana司just tothefluctuatingmarket

environment.Productsflowthroughmanufacturingprocesses ,withwholesalersmediatebetween

eachone ヲwhich resultsinamulti-stepflowofownership.Inthefieldofapparelproductsalso,
wholesalemanufacturersgatherinformationaboutconsumptiontrendsandplananddesign.

Therefore , sincetheyaretheonesinthechannelwhocollectmarketinformationtheyshouldbe

theonetobearthem勾ority ofthesalesrisks.Sothatretailerswillhaveconfidenceintheirpreｭ

dictionsofconsumersdemands ,wholesalersadoptliberalre 印rns policies.Previously , wholesale
manufacturersandretailerstradedindirectlythroughconsumption-areawholesalers. However ,
wholesalemanufacturers'establishmentofreputationandthedevelopmentofGMSshavefilled

theinformationgapbetweenmanufacturersandretailers;this, inreturn, hasleadtothedemise

ofconsumption-areamanufacturersandhasshorteneddistributionchannelsforapparelproducts.

Multi-stepwholesalechannelsintextiledistributiondoesnotimplyinefficiency.Further ,
theexistenceofambiguouscontractsinfabricweavingandareturnpolicyinapparelgoods

shouldnotberegardedasobsoletetradecustoms.Thereare, atleast, somerationalreasonsfor

40) SeeNariu(1994 , chap.6).
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theirinclusion.Besides , distributionsystemsarenotpermanent , butfluid.Theychangeaccordｭ

ingtothesocialandeconomicenvironment , includingfactorssuchasthewidespreaduseof

automobilesorthedevelopmentofinformationtechnology.
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