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Expert Group Meeting
On Enhancing the Competitiveness of Exports of Textile and Clothing
In Countries of the ESCWA Region
Beirut, 3-5 November 1999

A Presentation by Riad Seif
On
Patterns of Success in Joint Ventures with Furopean partners
A Case Study from the Svrian Arab Republic

The joint venture, in which the European partv is a full partner 1n propertyv as
well as management, 15 not known vet i the Syrian garment industry. So my
presentation will be confined to the sort of partnership called “CMT " contracts
which has proved to be one of the best chances for cur garment industry 1n the
near tuture and 1in which we have realized pioneer achievements. This kind of
mutually lucrative cooperation 1s held between the local manufacturer, who 1s
supposed to build a well equipped enterprise with a good production capacity.
qualified cadres and competent management, and the European marketer who 1s
supposed to provide the stvles (designs, technical books, samples. ), supervise
the production and do the marketing job in Europe.

The way to success:
in order to make this kind of partnership successful many factors must be
taken 1nto consideration:

- the first step 1s to choose carefuily a partner capable of performing his role
competently. The partnership conditions must be as clear as possible. And every
party should know verv well his rights and his duties.

- the local partner should learn very well how to interpret the German saying
“customer s the king”. It 1s right that the European partner in not a normal
customer i.e. the final consumer, but it 1s nght also that he is responsible of
dealing with those customers and we must do our best to help him do that.

- this kind of cooperation has to be based on mutual reliability meaning that
everv party should be aware that bis profits depend on his partner’s, and there 1s
1o use resorting to the bazaar mentality.

- good programming 1s necessary to avoid repeating tasks and the European
party should convey performing certain jobs to the local partner the moment the




- Getting a very reliable work team: Despite the considerable
technological development in the world, garment industry 1s still dependant
mostlv on  human work force This makes the human tactor very decisive in the
sroduction process and explains the unportance of building a work team on
basis of fidehny bv assunine material nghts and respecting the dignity of every
human bemng i this team  This makes the work atmosphere lovely and
evervbody feels responsible and deeply convinced that the enterprise success
would mean his own success. Upon that he will work enthusiastically enough to
help the companyv  keep its word before customers and enable 1t to meet
emergencies such as very urgent orders or unexpected boom in orders, which is
very common in this kind of industry

Besides, realizing a human work atmosphere has become a kind of
precondition required by Ewropean partners and most European companies ¢sp
the tamous ones are now unlikely to establish cooperation or even to sign
individual contracts with suppliers who de not abide by human condition such as
preventing child labour.

Drawbacks in this kind of cooperation:

The mamn drawback 1s that such partnership is unlikely to go on for a long
timce because it can be affected by various circumstances such like:

- Poliuical stability in the manufacturing country and in the region around. In
February 1991 | for example, during Kuwait liberation war, our European
partners and we underwent great losses because of the disorder in ways of
trerght and transport which caused considerable delavs in our deliveries.

- The abrupt change in certain regular courses of transport which causes
delay in both: importing raw materials and exporting manufactured goods.

- The sudden fall down or even stop of certain orders because of economic
cnisis 11 the customer country.

- The continuous flow, into the international market, of more competitors.
That 1s what happened recently when countries neighbouring Europe with cheap
labour, such hke Romania, Bulgana, Albania and some ex-soviet states, joined
the race.

The main lesson one extracts from such drawbacks is that the Syrian party
has to prepare himself to face such changes and always tries to build strategic
alternatives trying as far as possible not to depend on a few customers, in other
words not to put all his eggs 1n one basket.




myself being among them, received a two week training course 1n Germany
and the  results were so convineing that "o & (O77 ' began production in our
tactery The venture was the first of its kind 1n Syria and proved a real
success in spite of all obstacles. because our cadres went on benefiting from
the European experts surveving the production of that company. And though
that partnership was not lucrative enough (due to the high cost of know-how
comveving and to the tempting prices we offered in order to encourage that
tammous company continue sending us their orders) it zave us great confidence
and paved the wav to more success and more reputation which cnabled us to
recenve big orders from another German companv "Cotton House " This
company. as expected, sent its own expert to Damascus to survey production
and we had another chance to compile expertise.

The experience of having know-how conveved to our people through a
European partner was repeated when a delegation from Adidas International
visited  Syvmia to probe production possibilities. The delegation chose our
company because of its competence 1n production as well as 1n customs
clearance and forwarding. Adidas in its turn offered us great techmical help
either by traimng our people in thewr establishments in France or when they
sent an expert to Damascus to bave their production launched. In a record
period we gained therr trust and they increased their orders. The cooperation
was so fruntful that 4didas decided to freely give a licence authorizing us to
manufacture and sell their full textile range in the local market and an
exclusive right to import other Adidas items, such as shoes for the local
market. This gave us great confidence and consolidated our reputation
increasing the European companies trust in our performance.

Since the beginnings we got aware of how unportant for the Svrian
partmer to keep his word and fulfil his commitments That is simply to
understand and know how to deal with the European mentality For example
we admitted the customer’s right to penalize important mistakes such like
production defects and delivery delays, and we always tried to emplov the
losses resulting from them as lessons by explaining before the worker the
importance of being alert and precise while performing our job the following
story proves this commitment:

Once after recerving an order of tracksutts manufactured in our factory,
Adidas France discovered a slight mistake in the wash instructions which
were supposed to be printed in three languages (German, French and
English). They accepted to correct the damage but we paid the whole cost:
two Deutschmark for every one of the 16000 suits! It is right that the loss was
heavy but we learned a good lesson, and everyone of our workers became




The results of this short experience were very satisfying either in reducing
mistakes or improving productivity, the matter that made us more aware of
the importance of continual formation. So, we signed a 42 days, three phase
contract with a German institute in order to carry out the following tasks

- Establish a school in the factoryv to teach girls the sewing profession.

- build two pilot lines as a first step

- consohidate the quality control system and make 1t cover all the
production process since receiving the materials until the manufactured goods
{eave the factory

The cost was relatively heavy (S 80000), but we managed to realize the
following achievements:

- Increase our productivity from 35% to 50% of the European standard.

- Reduce our production mistakes from more than 3% to less thap 2%.

- reduce the average time needed to enter a new model into the production
line from eight hours to just two hours.

- have the ability to choose girls of better scientific studies and prepare
them to start production in a period of two months,

The immediate fruits we collected were reducing the production minute “s
cost as well as the losses resulted from mistakes, which served very much the
goal we are talking about maxumizing the local partner’s profits by
developing his partnership with European customers.

Damascus, 29.8.1999
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tully aware of the importance of being as vigilant as possible while behind the
machine.

Such performance consolidated our good reputation locally and
internationally so much that i 1993 | while still facing a lot of obstacles, [
established the largest garment factory of its kind 1n the Svrian private sector
1200 workers over 14000 m?

We proceeded cur carrier 1n concentrating on improving our production
quality and went on gaming the trust of European customers, one after
ancther.

One of them was a British company handling orders of women's biouses
t0 tamous names i Europe like “C&A” and the annual quantities this
company manufactured in our factorv reached 00000 pieces. As usual we
benefited a lot from the experts sent by it to survey its production.

Another customer was the German company “Eurodress” specialized in
work wear. It has its orders ( of international trade-marks such as Mercedes
and Opel ; manufactured in many countries and distributed all over Zurope.
Eurodress experts trained many cadres of ours in Germany and we continued
benefiting {rom their expertise by the expert sent to Damascus to check
production on the lines built especially for them.

In this context 1t 1s of significance to stress the importance of continual
formation. In a word, we should not only depend, while building skilled
workers. on expertise offered by good customers, but also on other
alternatives esp. signing paid contracts with famous European know-how
institutes  whose experts are supposed to train local workers methodically and
extensively. It 1s right that this alternative costs much more but the results
would compensate such a high cost.

In this field also our company has had a significant experience:

After establishing the SEBC (Syrian European Business Center which is
an organ funded by the European Commission to develop textile and garment
industry in Syria), the Center carried out a comprehensive study with statistics
and analysis diagnosing the status of Syrian textile and garment industry.
They hold several training courses and chose our company as a pioneer
enterprise. They supervised building a pilot production line by a German
expert who spent three days 1in our company for this purpose.




My personal experience dealing with Furopeans

Since my first contacts with European companies, esp. the German ones
in 1975 T had the chance to visit and have a close look at the factories of the
most important garment manufacturers, the matter that enabled me
recognize the big differences with our garment industrv 1n preduction
methods. productivity and quality levels. I got so impressed that I decided on
the spot to convey what | had seen and leamed to Syria.

In 1980, I established a new company emploving (300) workers. The
company soon became famous and captured the public attention due to 1ts
significant achievements comparatively with others. And though our technical
performance was still modest at that time, our intention to invest more in
qualifving our people provided us with good reputation and enabied us to
accumulate profits

Contacts with European companies proceeded on and the experience we
were building helped us begin manufacturing a new type women clothes.
Once again the trade-mark we launched Nada made a breakthrough n the
local market as well as the markets of some Arab and ex-Soviet countries. So
we went on developing rapadly.

At the end of 1989 we suffered a lot from the resolution stopping
exportation to the Soviet Union because we had already built a relatively big
production capacity of (800) workers but our expertise was still far from
meeting the European standards, the matter that made us understand deeply
that the only way to survive in a world swarming with qualified competitors is
to speed our steps investing more in building competent cadres so that our
products might have a room 1in the European markets.

The following examples will shed light on how much we benefited from
our business relations with Europeans who always insist on sending their
own experts to survey the production of their orders. Some of these example
will show the other way of conveying expertise 1.e. signing paid contracts
with famous consulting firms to have the local production cadres trained bv
their experts.

At the end of 1989 , taking advantage of my good business relations with
some German companies manufacturing fabnics and high quality men’s shirts,
I managed to sign a DM 50000 contract with the German company "I &
O7T" well known in the field of high quality men’s shirts. Thirteen cadres. [
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latter acquires the ability to do so, because costs 1n Europe in general are higher
than Syna.

The local partner’s benefits from the partnership:

- Pave the way to the European garment market which is one of the biggest
w the world and make him enter it without serious risk because the European
partner assume the responsibility of marketing,

- the most nnportant in all 1s the technical experience in manufacturing
which enables the local cadres to develop their knowledge and experience, either
by the experts usuallv sent by the European partner to superintend the
production  process or by signing paid contracts with famous consulting
companies to have these cadres trained and provided with the necessary know-
how.

How can the Syrian partner maximize his profits:
To answer such a question I will talk about the main factors which made us
succecd in dealing with the European markets.

- Understanding the European mentality: there are man
differences in the commercial mentality among the nations. And the Svrian party
would not be able to capture the attention of the European one if he could not
understand his mentality. The most well-known example concerning such a
difference s how to arrange priorities in competition, Europeans concentzate
mostly, especially in fashion garments, on delivery time, while SyTians pav
almost no attention to this factor. Another example: the European customer
msists on his right to impose a fine on the local producer in case of damage or
delay, while Synans tend show great leniency in such cases.

-Investing in building qualified production people: In spite of all
horizontal development in Syrian garment industry, it is stil] dependent mostly
on conventional production methods. However, what helped it survive has been
the high prices which has helped 1t recover the high costs and which has been
possible thanks to the protectionist policy of the government. But the moment a
Syrian manufacturer decides to export, that is to compete in the international
market, this policy is no longer valid. That explain the failure of our garment
mdustry to benefit from the huge competitive advantages granted by 1977
agreement between Syria and the Ewropean community states, and explains also
why it is still unable to make any achievements in the exportation field.

When talking about our own carrier T will show vou how our company
became aware of this defect and tried early to bridge such a wide gap In
tcchnical expertise.




