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Clothing is one item which is close to all of us and is so often taken for granted 
that we rarely consider its contribution to our economy. Apparel manufacturing,1 
or the cutting up and needle trades as it is called, ranks as the Southeast's 
largest manufacturing employer, with over 245,000 workers in nearly 2,000 
plants.2

If you can wear it, this industry makes it— everything from junior's first 
playsuit to men's dungarees to the skimpiest bikini. In the Southeast, clothes- 
making is heavily weighted toward men's and boys' clothing, with men's 
work clothing particularly important. Over one-half of the apparel jobs in this 
region are in this type of production as compared with only slightly more than 
one quarter nationally.

But clothesmaking in the Southeast is not limited to menswear. In Florida, 
manufacture of wom en's outerwear accounts for over one-half of apparel jobs 
(see Table 1). M iam i, the home of a m ushroom ing w om en's clothing industry, 
ranks third only to New  York City and Los Angeles as a fashion center.

Growth

The movement of clothesmaking out of the home and into the factory 
received its first real boost with Elias How e's invention of the sewing machine 
in 1846. In the Southeast, the growth of the apparel industry has been 
both internally and externally generated. In other words, plants have sprung 
up within this region, as well as having moved here from other parts of 
the country, most notably the Northeast. A lthough it is very difficult to tell 
how much of this growth is from each source, since the late Fifties there seems 
to have been a net shift of apparel plants to this region (see Table 2). W hile  
the number of apparel plants with twenty or more workers declined 
nationally between the years 1959 and 1971, each of the six Southeastern

’According to government definitions, apparel manufacturing includes establishments producing clothing 
and fabricating products by cutting and sewing purchased woven or knit textile fabrics and related 
materials. Not included in this definition are custom tailors or dressmakers; included are all 
regular manufacturers of apparel items, as well as apparel contractors and jobbers.

2The Southeast is here defined as those states lying totally or partially within the Sixth Federal Reserve 
District— Alabama, Florida, Georgia, Louisiana, Mississippi, and Tennessee.
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TABLE 1

Pe rcen t D istrib u tion  of Apparel Em ploym ent 

(1971)

Alabama Florida Georgia Louisiana Mississippi Tennessee
Sixth District 

States u. s .

Men's and Boys’ 
Suits and Coats 3.6 1.8 8.9 N.A. N.A. 7.7 N.A. 8.5

Men’s and Boys’ 
Furnishings 48.9 11.1 48.0 62.3 70.3 57.7 50.8 26.5

Women’s and Misses’ 
Outerwear 7.9 51.4 10.6 0.0 5.6 16.3 14.7 31.1

Women’s and Children’s
Undergarments 23.5 5.7 13.0 4.7 8.6 3.9 10.7 8.1

Children’s Outerwear 7.6 11.6 4.2 N.A. N.A. 1.8 4.1 5.8
Other Apparel Items 8.5 18.4 15.3 N.A. N.A. 12.6 N.A. 20.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

N. A. Not Available
Source: County Business Patterns 1971

states had an increase in such plants. The contrast 
is particularly noticeable when the Southeast is 
compared with one of the older apparel centers, 
New York State, which has shown a sharp drop 
in apparel manufacturers.

All of the major types of apparel manufacturing 
had increases in number of plants. However, 
men's and boys' furnishings and w om en's and 
misses' outerwear increased most in number of 
establishments with twenty or more workers in 
the Southeast. O n  a state basis, most of the increase 
in wom en's apparel has been in Florida, while 
men's and boys' clothesmaking has grown most 
rapidly in Georgia, M ississippi, and Tennessee.

Were locational advantages responsible for 
plants m oving southward, as well as the plants 
springing up within the South? If three different 
apparel manufacturers are asked why they located

in the South, they will probably give three 
different answers. This labor-intensive industry 
would be expected to move to, and grow  most 
rapidly in, areas where labor and materials are 
abundant and relatively cheap. Thus, the Southeast, 
which in the past had an ample supply of labor, 
has been a natural location and relocation site 
for many apparel plants. O n  top of this abundant 
labor supply, the region's lack of strong union 
organization provided an additional advantage. 
Except for large firms with headquarters in the 
Northeast, most Southeastern apparel plants are 
nonunionized. A lso  apparel plants moved South 
follow ing their largest supplier, textile plants.

The expanding regional market was also 
important to the Southeastern apparel industry's 
growth. As employment, income, and purchasing 
power grew, so did demand, particularly for the

TABLE 2

Change in Num ber of Apparel P la n ts  W ith 20 or More Em ployees 

(1959-71)

Men’s and Boys’ Men’s and Boys’
Women’s and 

Misses’
Women’s and 

Children’s Children’s
Total Apparel Suits and Coats Furnishings Outerwear Undergarments Outerwear

Alabama + 69 + 3 + 23 + 16 + 11 + 4
Florida + 215 + 2 + 15 + 132 + 5 + 19
Georgia + 123 + 7 + 34 + 31 + 5 + 14
Louisiana + 11 - 2 + 7 N.A. + 2 - 1
Mississippi + 48 + 2 + 33 + 2 + 8 0
Tennessee + 100 + 6 + 36 + 30 + 5 + 4

District States + 566 + 18 + 148 + 211 + 36 + 40
New York - 1,346 - 73 - 49 -  593 - 127 - 166
U. S. -  582 -  156 + 138 -  84 

N. A. Not Available
Source: County Business Patterns 1959, 1971
Note: Total apparel may not add because only largest apparel classifications are shown here.
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Each number indicates the operations 
per department (not including processes 
of storing, inspecting, and transporting 
from step-to-step).

Assembly

M a n y  H a n d  O p e r a t i o n s

Packing

Inspection 5

To Warehouse

Parts Department

Cutting

more basic nondurables such as clothing. However, 
many Southeastern manufacturers are quick to 
point out that they produce for a national and even 
international market, with only one-fourth to 
one-half of their production sold in the Southeast.

In some cases, migration southward, particularly 
of retired people, boosted the region's apparel 
industry. After living the good life for a few 
years, many "retirees" became restless and started 
up small sewing plants, which in some cases 
mushroom ed into full-scale apparel manufacturing 
operations. In the early Forties, this decision

to come out of retirement was partially motivated 
by the w iping out of savings in the Great 
Depression of the Thirties. This is especially true 
for some of the small plants in the M iam i area.

Another factor also may have played an important 
role in the growth of the M iam i area's apparel 
industry. At least for som e lines of w om en's clothing, 
the absence of a winter line allows this area to 
get a jump on their northern rivals in pretesting 
spring and summer lines. This, along with the 
glam our of a "fun  in the sun " atmosphere, may have 
lured some w om en's apparel plants into this area.
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Importance to the Southeast

Although reasons for the growth of the Southeast's 
apparel industry may vary, doubtless the industry 
has been one of the basic building blocks in the 
region's econom ic boom. Apparel and textile 
plants, which first began to dot the Southeast 
in the Forties and Fifties, were some of the first 
signs of rapid industrialization. Today, besides 
being the Southeast's largest manufacturing 
employer, apparel manufacturing is the fifth largest 
producer of goods when measured by the value 
added in production.

The industry is even more important than these 
statistics indicate, however. Apparel makers 
purchase a large quantity of goods and materials 
from the textile industry, goods which are not 
counted as value added in making clothes. In fact, 
nearly 40 percent of the textile industry's output 
is sold as intermediate products to the apparel 
industry. Because of close ties with textile suppliers, 
then, the growth of the apparel industry has also 
benefited the textile industry, making clothing's 
total impact on the region's econom y much 
greater than a quick reading of statistics would  
indicate.

Clothesm aking also generates a sizable payroll. 
Despite the large amount of processed materials 
involved and the generally low wages resulting 
from labor-intensive production techniques, annual 
apparel manufacturing payrolls amount to over 
$1 billion in the Southeast; this total is surpassed by 
only four other types of manufacturing industries.

Characteristics

The apparel industry has grown in tandem with 
the Southeast's economy, but while the makeup 
of the region's econom y has changed dramatically, 
apparel industry characteristics have changed  
little. Though other manufacturing has become 
more automated and capital-intensive, apparel 
manufacturing has for the most part maintained 
labor-intensive production. O f course, technical 
advances such as new sewing machines, fabric 
fusion, and die-cutting processes have been 
introduced; but most of these have been on a 
much smaller scale than in other manufacturing 
industries.

W hy have apparel manufacturers failed to 
automate? The many hand operations involved in 
making apparel have presented the biggest 
problem. At least eighty different operations can 
be counted just in making one man's shirt (see 
flow chart); and, in general, shirtmaking is more 
standardized and automated than making most 
wom en's apparel. The many different sizes, styles, 
and fabrics, all subject to sudden changes in 
consumer demand, also have added to the 
difficulty of automating most apparel making. In

general, the flexible and stretchable fabrics used 
do not easily lend themselves to machine 
processing. The major reason why the apparel 
industry has not automated, however, is probably  
that, in the past, labor has been cheap and 
readily available. Consequently, manufacturers 
did not spend large sums of money for research 
and development of labor-saving equipment.
As noted, this industry has chosen to relocate 
production sites rather than to incur automation  
expenses.

Labor intensity, here measured as the percent 
payrolls are of value added, is greater for all major 
types of apparel manufacturing than manufacturing 
in general (see Table 3). Children's outerwear 
manufacturing is particularly labor-intensive. Capital 
expenditures per employee are also much less 
in apparel making than in manufacturing generally, 
about one-seventh as much, and account for the 
industry's greater labor intensity. These 1971 
figures represent only a snapshot in time, but they 
are representative of capital expenditures in 
the apparel industry.

As a result of these low levels of capital spending 
in apparel manufacturing, both growth and level 
of productivity (output per man-hour) are less 
than in general manufacturing. In turn, greater 
labor intensity, lower capital expenditures, and 
less productivity and its growth have resulted in 
lower average wages in apparel than in total 
manufacturing (see Chart I). Actually, it is difficult 
to measure average earnings or wages in apparel 
manufacturing accurately since most work is done 
on a piecework basis. This leads to a greater 
spread in wages than would otherwise be the case, 
but even so, the average wage remains below  
the region's manufacturing average.

Apparel making's low capital requirements 
suggest that entry into this industry is relatively

TABLE 3

Labor In ten s ity  and C ap ita l Expend itu res
(1971)

Capital
Payrolls as a Expenditures
Percent of Per

Value Added Employee

District States

Total Manufacturing 44% $1,387
Apparel Manufacturing 54% $ 191

Men’s and Boys’
Furnishings 55% $ 157

Women’s and Misses’
Outerwear 51% $ 231

Women’s and Children’s
Undergarments 48% $ 189

Children’s Outerwear 67% $ 147

Source: Annual Survey of Manufactures 1971
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CHART I 
Apparel Manufacturing:
A Low-Wage Industry 197 2  a vg . h r ly .

e a rn in g s  ( $ )

Apparel Total
Manufacturing

S o u rc e : U .S .  D e p a rtm e n t of L a b o r

easy. Indeed, the very low concentration in 
apparel manufacturing, coupled with a large 
number of small manufacturers, attests to the 
ease with which the enterprising entrepreneur can 
begin operations. This easy entry, along with 
sudden changes in fashion demand, also makes 
clothesmaking a high-failure, low-profit industry, 
on the average. For any one firm, the profit 
picture may be bright or dismal in any one year. 
Boom to bust conditions are prevalent in much 
of clothes manufacturing, particularly wom en's 
garments where the fickleness of fashion can make 
a million for a designer and producer one year and 
wipe it out the next.

O n  the national scale, the industry, especially 
the larger manufacturer, has vertically integrated. 
Large corporations have gradually combined  
both textile and apparel manufacturing under 
the same corporate name. Some of these have 
plants in the Southeast, but for the most part this 
is a region of many independent producers.
Except for Louisiana and Florida, where apparel 
production is concentrated in large metropolitan 
areas, plants are spread throughout most of 
the region's counties, both rural and urban (see 
map). This differs from other parts of the country, 
particularly the Northeast, where most apparel 
is manufactured in urban areas. Indeed, the 
enticement of cheap and abundant labor in 
rural areas is the major reason for the dense cover 
of apparel plants.

Although Southeastern apparel manufacturers 
are scattered, production usually takes place on 
a larger scale than in other parts of the country. 
Employees per Southeastern apparel plant average 
127 compared with 57 nationally. This difference 
stems from the region's heavier concentration 
of menswear production, which is usually a larger- 
scale operation than m aking womenswear. In 
Florida, however, where w om en's garments 
make up most of apparel production, the average 
plant employs only about one-third as many 
workers as the rest of the Southeast. This difference 
in size of plants accounts for Florida having 
the largest apparel industry when measured by 
number of plants, while Georgia is largest when  
ranked by number of jobs.

The labor force engaged in making clothes is, 
to no one's surprise, heavily weighted toward 
women. In the Southeast, wom en hold over 80 
percent of apparel jobs, slightly more than 
nationally. Nearly all sewing operations are 
performed by wom en; only in patternmaking and 
cutting are men heavily employed. Blacks make 
up approximately 13 percent of the region's 
apparel labor force. Because of the Southeastern 
population's high proportion of blacks, it is not 
unexpected that the area's apparel jobs are more 
heavily weighted toward blacks than is true 
nationally. Even so, the proportion of blacks in 
Southeastern apparel jobs, though increasing in the 
past ten years, is less than in the region's total 
manufacturing sector.

Apparel making, particularly in wom en's 
garments, has traditionally been seasonal in nature. 
The summer, spring, fall, and winter lines, long a 
part of ladies' fashions in this country, have been 
responsible for the seasonal pattern in w om en's 
garmentmaking. O n  the other hand, men's apparel, 
which is somewhat less fashion-oriented, generally 
has a less pronounced seasonal pattern. In the 
Southeast, only Florida, with a high concentration 
in w om en's fashion, has a noticeable seasonal 
pattern in apparel jobs. Employment reaches a 
peak in March, begins to decline until reaching 
a July low, and then picks back up as the industry 
prepares for the spring and summer fashion 
season. For the rest of the Southeast, apparel 
jobs generally remain stable.

Apparel marketing involves many facets which 
can only be briefly sketched here. M any  
manufacturers sell direct to retailers; others operate 
their own outlets. Some apparel manufacturers 

start by selling their product line to a large chain 
store, thereby assuring their market at least for a 
short span of time. Other apparel makers begin 
strictly as contractors; that is, they do only the 
contract work for larger apparel manufacturers 
and jobbers. Apparel contracting is practiced 

extensively in w om en's dressmaking and, as
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G e o g r a p h i c  D i s t r i b u t i o n  o f  A p p

expected in the Southeast, the largest portion of 
this contracting is in Florida.

Foreign Trade Developments

Import competition has been a major problem  
facing the U.S. apparel industry. Apparel wages, 
though low  compared to other U.S. industries, are 
four to five times higher than in countries such as

FEDERAL RESERVE BANK OF ATLANTA

Japan, H ong Kong, Taiwan, and South Korea, which 
compete for the domestic market. Other U.S. 
industries, despite high wages, have competed 
successfully in international trade by adapting new 
techniques and, thereby, obtaining large gains in 
productivity; but these gains have not appeared in 
apparel manufacturing. Consequently, in the Sixties, 
net value of apparel imports (i.e., value of imports 
minus value of exports) rose sharply, both in dollar
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terms and as a percent of U.S. apparel shipments. 
The 1971 trade agreements limiting the imports of 
man-made fiber and wool textile and apparel 
products, as well as currency realignments, have 
helped curb apparel imports, at least temporarily.

Import competition has also affected the 
Southeast's apparel manufacturers but probably less 
than the overall domestic industry. M en 's and boys' 
outerwear is the most important type of apparel 
manufacturing in this region, and one major part 
of this production, men's work clothing, actually 
is a net exporter. Furthermore, the apparel produc
tion hardest hit by import competition, children's 
outerwear, is somewhat less important in the 
Southeast than nationally or in the Northeastern 
states. In south Florida, the ladies' garment industry 
actually does a sizable amount of export business 
with the Caribbean Islands and Central America.
The picture here is somewhat muddled, though, 
since many sewing contract operations, attracted 
by labor supplies, are now m oving to these islands 
and countries.

Financing
As one might expect with so diverse an industry, 
the sources of funds used to finance growth, 
expansion, and everyday operations are equally as 
diverse. Being labor-intensive, clothesmaking does 
not have large capital requirements. Hence, the 
need for funds for start-up and expansion is not 
large compared with other industries. M any apparel 
manufacturers, particularly the smaller ones, begin 
operations on a shoestring, leasing the upper floor 
of an old building or an old warehouse, leasing 
equipment (mainly sewing machines), and obtaining  
credit from their textile suppliers. In some areas of 
the Southeast, particularly outside of Florida, local 
communities have enticed apparel plants to locate 
there by financing plant construction through 
industrial development bonds and then leasing 
them to apparel manufacturers at very nominal 
rates.

M any other sources of funds are also used. The 
larger firms have apparently relied heavily upon 
equity issues and retained earnings to finance 
start-up and expansion here. Because of the relatively 
small amount of start-up capital needed, personal 
contacts and friends are often sufficient to supply 
these funds. Commercial banks and insurance 
companies have also made intermediate-term loans 
to apparel firms.

Despite all these sources of long-term funds, the 
ties to the Northeast garment centers and financial 
community apparently still exist. Southeastern 
manufacturers do resort to commercial banks in 
these outside areas, though Southeastern banks 
have played a role in regional growth of the apparel 
industry. O n ly  a few Southeastern banks lend 
substantial amounts to apparel manufacturers, 
usually specializing in this type of lending. This

specialization stems from high lending risks to 
apparel firms, which typically have a high failure 
rate. The important criterion for a sound apparel 
loan, according to one commercial banker, is not 
collateral or financial standing but knowledge of 
the industry's ins and outs, that is, awareness of 
fashion, design, and the trade as well as adaptability 
to change.

Financial statements of regional apparel manu
facturers show short-term liabilities substantially 
outweighing long-term liabilities, illustrating this 
labor-intensive industry's need for short-term funds. 
A number of sources are used, with trade credit and 
factoring of accounts receivable most prominent. 
Trade credit refers to the terms extended firms by 
their textile suppliers. W hen firms first began to 
move south, one of their major fears was the loss of 
trade credit from northern suppliers. These fears 
were unfounded, however, since trade credit of 
northern and, increasingly, southern suppliers have 
continued to provide for short-term credit needs.

M ost apparel manufacturers themselves extend 
short-term credit to customers and, consequently, 
create accounts receivable on their balance sheets. 
Credit needs resulting from these accounts receiv
able vary depending upon the size of the apparel 
firm involved. The larger firms are usually able to 
handle their own financing of accounts receivable, 
while the smaller firms, which usually work on a 
contract basis with a larger company, have few if 
any accounts receivable and little need for such 
credit. It is in the mid-size range of apparel 
manufacturers that the need for external accounts 
receivable financing becomes very important. Here 
the "factor" plays a dominant role as a source of 
short-term funds. Factoring or "o ld  line factoring" 
is actually not an extension of credit at all but 
rather the purchase of a firm's accounts receivable 
on a nonrecourse basis.3 Such a purchase then 
provides the firm with operating funds. Today, many 
commercial factors (i.e., private firms specializing in 
factoring services) exist which purchase business 
accounts receivable but, along with these purchases, 
provide accounting services as well as credit analysis 
of retail customers. Needless to say, this package of 
services, along with the sale of accounts receivable, 
does not come cheaply. Interest charges generally 
run substantially above the prime rate, and on top 
of this, a commission or service charge running 
from one to one and one-half percent is usually 
added to cover accounting and credit analysis 
services. For the intermediate-size firm, these costs 
are still relatively small compared with those of 
setting up their own credit analysis and accounting 
departments. O n ly  the largest firms find it financially

3A nonrecourse purchase means that if the purchaser of goods 
should default in payment, the factor and not the apparel firm has 
to bear the loss.

176 NOVEMBER 1973, MONTHLY REVIEW

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1973



feasible to provide their own accounting services 
and credit analysis.

Commercial factors and banks have both provided 
services to apparel firms. Previously, factoring was 
done primarily by private commercial factors. Today 
commercial banks have become increasingly 
important in this field, either starting their own 
factoring departments or buying private commercial 
factors. Southeastern commercial banks have been 
pioneers in this field. O ne major Atlanta bank 
became the first to establish a factoring department 
back in 1939. In the past ten years, several South
eastern banks or affiliates have begun offering 
these services. Also, many banks, as well as financial 
institutions, do provide accounts receivable financ
ing for apparel firms, though they do not offer "o ld  
line factoring” services.

The Present and Beyond

Over two years of strong econom ic growth and 
large gains in personal income have had a favorable 
impact on both the national and Southeastern 
apparel industry. A  return to more traditional 
fashions has also had a stabilizing impact on the 
apparel industry. Apparel sales, production, jobs, 
and profits have risen sharply. However, everything 
is not a bed of roses for the apparel industry. Prices 
of textile materials have been soaring. W ool, cotton, 
and synthetic fiber prices have all risen dramatically 
since early 1971; but despite these increased costs, 
apparel prices have risen less than total consumer 
prices. The pressure of further apparel goods price 
increases is all too real, however.

Actual labor shortages are probably the biggest 
problem now  facing the Southeast's apparel 
industry. The abundant labor which first brought 
apparel manufacturers south has apparently dried 
up in many areas. The out-migration of people 
as well as the in-movement of industry has 
tightened Southeastern labor markets dramatically 
over the past twenty years. Today shortages are 
reported in many areas, with skilled workers in 
even shorter supply. In the M iam i area, shortages 
are particularly acute. Cuban refugees provided an 
abundant and skilled labor supply in the early and 
mid-Sixties, but this labor source has also disap
peared. Some firms have avoided this shortage by 
contracting work to plants in the Caribbean Islands 
and Central American countries, where labor is 
more readily available. Hom e contracting, where 
sewing is done at individual residences, is also 
rumored to be com m on practice in certain areas, 
but its illegality will probably make it short-lived.

W hat are the prospects for the Southeast's apparel 
industry? Recent developments suggest the course 
the industry will follow. Both nationally and in the 
Southeast, the slow ing in population growth which 
has already occurred will have a depressing effect 
on the expansion of clothing expenditures. This

decline in fertility rates, along with the changing 
age structure of the population brought about by 
the postwar baby boom, will also affect the 
composition of apparel spending. These develop
ments probably imply an expansion of adult 
clothing production relative to the children's and 
infants' portion. O f course, future changes in 
fertility rates will greatly affect the extent of these 
compositional changes.

Growth of personal income and increased leisure 
time will affect not only the amount, but also the 
composition of apparel sales and output. Growth in 
national personal consumption expenditures is 
usually tied closely to income growth; and apparel 
sales have been, in the past, a rather stable 7 
percent of total retail sales. Thus, as income grows, 
we can expect apparel sales to rise in tandem. At 
the same time, a rising level of well-being, together 
with increased leisure and a gradual shift to a more 
service-oriented economy, will also bring a change 
in clothes-buying patterns. Leisure wear will 
probably continue to increase its share of apparel 
output at the expense of work clothing. Since work 
clothing is presently important to apparel 
manufacturing in the Southeast, the region's 
industry may not continue its past growth pace.

There is little doubt, then, that clothing expendi
tures will continue to grow, though possibly at a 
somewhat reduced rate. The remaining question is 
"W h o  will meet this dem and?" W ill it be the 
domestic apparel industry or foreign rivals? If the 
domestic industry is to meet future demands, 
present production techniques must change. Labor 
shortages indicate that the abundant supply the 
industry has relied upon is now a thing of the past. 
As Southeastern labor shortages become more 
acute, apparel manufacturers will have little alterna
tive than to move to labor-substituting capital 
equipment. This shift to more capital-intensive 
techniques and the resultant increased productivity 
will be necessary to meet future demand and, at 
the same time, keep costs and prices in competition 
with imports. Capital expenditures for research and 
the development of new equipment will then be an 
important determinant of the domestic apparel 
industry's future. The commercial banking system 
can play an important role in stimulating this move 
toward greater capital intensity by providing the 
necessary funds. This will probably also imply larger 
plants than at present, resulting in some consolida
tion of the existing industry. As usual, the big get 
bigger.

The Southeast's apparel industry will remain a 
vital cog in the region's econom y in the years ahead. 
But its growth, held back by slower population 
growth and less emphasis on work clothing, will, 
no doubt, be slower than in the past and rely more 
on capital investment to meet further increases in 
demand. ■
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