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1 Introduction

Brazil has undergone great economic growth, asdiigin as a colony for
exploitation of riches, asylum for criminals ancdavd manpower (both black and
indigenous) served as the scene for widespreadl @il religious miscegenatigwith
respect to beliefs and syncretism), great capdoityproduction of primary products,
territorial expansion and, unfortunately, widesprearruption, delay in implementing
social priorities(education, healthcare, housingd goublic safety) leading to a

manpower structure incapable of taking advantagheotountry’s strengths.

As it has grown in importance on the global scdrazil has seen its industrial
development move inland, creating development ircropiegions which have
frequently arisen due to their natural vocatiortmisegments developing and causing
many companies in the same sector to come togg#dugraphically, forming clusters,

as described by one of the most renowned expeittiseotopic, Michael Porter (1989)

Due to its continental size, Brazil has the pagiior producing a wide range of
products on a huge scale, and it has sufficiemria demand to absorb much of its
own production. Many segments have formed clusiersughout the country. This
article presents the Goias Cluster in the Clothitgnufacturing Segment. Goias is
ninth in economic growth nationally, and the mastifaéing cluster is the largest
employer in the state; it is estimated togethehwnformal labour, it accounts for 85

thousand jobs, 8% of the entire Goias workforce.

Using the Diamond Model as a guide, this artighesato follow the established
methodology, using a deductive model as an optmnektablishment of premises
through a macro environmental system of logic @heerging countries being the basic
panorama used) along with the minor premise fora@iaj the capital of Goias. After
clarifying the definition of regional developmemtdacluster, an analysis of the scene of
the segment in Brazil is made, finalizing with datdlection for Goias. The article ends
with a closer look at the city of Goiania, and fBeiania Station case, presenting in
conclusion its SWOT matrix, the Diamond Model anmdpgwsals for improving the

sector.



1.1 Research Methodology

Method consists in the ways adopted to reach tlpgsed objective, while

methodology corresponds to the procedures and uskss for a certain method.

From the many methods of scientific approach, arfter aextensive
bibliographical search, Quantitative and QualiatResearch was the method chosen. It
was considered that quantitative method is chaiaettk by the employment of
quantification, both in the gathering of informatias well as ithe processing of data
through statistical techniques, thus assuring tloeiracy of the results and preventing

discrepancies in analysis and interpretation.

The choice of the qualitative method was justifiethat it is seen as appropriate
to research related to subjectivity, values andefsethat motivate human action; thus
the content of the answers, opinions and levebaofidence are interesting; not quantity

but what and how the people feel, think, defendr triews and values.

In order to carry out the quantitative researthyas necessary to establish the
universe to be investigated. Global search meaasgtbup, the totality of elements
which have certain characteristics, as defined stualy. We define the sample as a
convenient portion selected from the universe (faipan); it is a subgroup of the
universe. Intentional non-probabilistic samplingsweanployed in this research, as was
non-probabilistic sampling of convention, where tkéements are not selected
randomly. This means the research adopts an appmiawed at the more accessible

components of the universe.

In order to seek a better understanding of theh@@ig Manufacturing Industry
in Goias State, an exploratory quantitative reseanto 587 manufacturing units was
undertaken in the cities of Goiania, Jaragua, Moataand Taquaral de Goias.
Considering the number of inhabitants of the cjttbe four cities chosen corresponds
to 46,95% of the habitants of all the cities of gvhithe clusters consist. As to the
number of companies investigated, they corresportj33% of the number of clothing

manufacturing companies in the state. The objectibe research was to establish the



most relevant factors concerning each competitbe ifterviews took place in August,

2012, were conducted in person, using structuregtepnnaires with closed questions.

Along with the qualitative research, an analysis perspectives and the
leadership experience curve in the manufacturiggneait was attempted. Interviews
were held with the Secretary of state for Indusingd Commerce, Mr. Alexandre Baldy;
the president of the Trade Union for the Clothingndfacturing industries of the State
of Goias (SINVEST) Mr.José Divino Arruda; the presit of the Trade Union for
General Manufacturing Industries of Goiania (SINDBRRAS) and the president of the
Goiania Clothes Manufacturing Industries AssociratipAGICON) Mr.Edilson Borges
Souza; Superintendent of Microenterprises of th&teSSecretariat for Industry and
Commerce of the State of Goias (GO-SIC), Mr. TiRgixoto.

2 Regional and Cluster Development

The classic localization theories formulated byrexoists and German geographers
during the 19 Century and the beginning of 2@re regarded as the first studies on
regional development. The localization of econoautivities in a geographical space
was a central theme of this current of thought,clwisought to explain, among other
questions arising, the determining factor for tler®mic use of land, the reasons
which lead an industry to be located in a certagion and the causes which lead the
commercial sector and services to be more thrigng diversified in some cities than
in others. Emphasizing this from the point of thvenf these theories advocated that a
company basically seeks to determine its ‘besttiocaby taking into account the role
of transportation and labor costs (CAVALCANTE, 20p459).

From the second half of #@entury, Regional Development Theories began to
appear focused on agglomeration factors, in oth@dsy on deriving advantages from
the infrastructure, flow of information and proxigito suppliers. While the classic
theories basically emphasize the role of transgadt labor costs for ascertaining better
location of economic activities, new theories &@dro incorporate, along with location,
the way firms and sectors could complement eackrqbOPES, 2001) as a growth

factor.



It is well known that economic activities tendgimup themselves territorially in
the same countries, regions or localities, instefathere being an equal distribution
around the globe. Thus it became necessary to stadel the phenomenon of grouping
or agglomeration of economic activities in orderidentify the advantages of firms
being near to each other, in other words, the adgas of proximity as a central factor
for competitiveness (FERNANDES; LIMA, 2007).

Recognizing the possibilities and vocation for aien via company
agglomeration became the corporative goal ‘par lexuee’ for coordinating actions
and stimulating innovation (WITTMANN, 2003).

2.1Clusters

Much literature is devoted to the pertinent questiof regional development
and cluster formation. By these labels are undedstedl and any type of grouping or
agglomeration of companies of the same sectohdrsame geographical region. Some
authors utilize the term to refer to company conuaigrouping (commercial clusters)
or company industrial grouping (industrial clusjiSZAFIR-GOLDSTEIN; TOLEDO,
2006).

Clusters are common agglomerates in the curreaohagsy. However, the
phenomenon has been the object of many reseamdiestincluding: Saxenian in 1994;
Porter in 1998; Swann in 1998; and, Owen in 1998td+ically, the clusters have been
found in a large variety of traditional industrigextile in the north of Italy; naval
construction in Glasgow, steel in Pittsburgh, auwibile manufacture in Detroit
(KUAH, 2002).

The cluster concept is found in the literature,ewhooking for more recent
network-related formations between companies. Thiscept is associated with the
development of flexible specialization processes, laas been adopted from experience

analysis in Italy. The main characteristics of tdus are:



a) Geographical concentration of companies of #maesindustrial segment, with the
establishment predominantly of the medium, micral amall companies (MPE)
(GRAMKOW, 2000);

b) Production specialization between different argations;

c) Great quantitative and differentiation flexityil( GRAMKOW, 2000);
d) Facility for new companies to enter the market.

e) Access to information and service networks. (GROW, 2000);

f) “Not necessarily to take into account other &g outside the companies, such as
organizations in education, research and developntechnical support, financing,
promotion, and others.” (LASTRES; CASSIOLATO, 2005)

The cluster initiatives can facilitate and speea innovation, as well as
stimulating commercial maturity and ensuring, otmere, the economic success of the
companies involved in these initiatives. Theseriotganizational groupings represent
an efficient instrument for the concentration adaerces, dissemination of knowledge,
strengthening of local factors and economies desG&ERNANDES; LIMA, 2007).

According to Porter (1999), competitive successlavade does not occur in
individual and isolated cases, but usually steromfthe strategies of clusters of many
industries and related companies working in the esgface. These industries are
mutually reinforcing, and meet and converse cortistaAlso, they are based on global

trends.

Porter (1998) argues that cluster strategy reptesgew insight into the new
economic map of the current globalized world. Thelsisters have remarkable virtual
characteristics, nationwide, regionally, and atestar local level, both in advanced
economies as well as in the so-called emerging tdesn Clusters, with their

characteristics, are a highly typical paradox,amnihg lasting competitive advantages.



2.2 BRICS Acronym and the Cluster Dynamic

The acronym BRIC was established in 2001 to ireltmlr countries: Brazil,
Russia, India and China. These countries were ifitbsas emerging economies,
according to development scenarios of the timeclwhiould probably would have
accelerated growth in the next decade. These aesrdre considered to be no longer
only as 'developing countries', but as nations vkl play an increasingly important
role on the world stage (BAUMANN, 2010).

In 2011, the letter "S" was added to this groupreference to entry of South
Africa - the English name South Africa -, so themtechanged to BRICS, the countries
that are part of the acronym BRICs, which are showfigure 1.

Figure 1: Map of the World with highlights for tikeuntries that make up the BRICS

Source: MV-Experienc€012)

Together, these countries account for approximatéPo of world population.
According to the analysis, by 2015, 800 million somers in these countries will have
a per capita income above $ 3000; this means isicrgahe social condition of the
people rising to the middle class. Each countrythasconomic potential to be a leader
in some sectors. The Brazilians are important predslin agribusiness, have large

mineral reserves, energy and a diversified indaistrase; Russians have large oil



reserves and natural gas; Indians excel in techioalb areas in general and the
Chinese, in addition to having a legion of workdraye invested for the purpose of

perfecting their technology and expanding theirasfructure (BAUMANN, 2010).

Apart from this, countries that make up the BRIG&/e several things in
common; among them, we may highlight : recent epoacstability, Gross Domestic
Product (GDP) in constant growth; consumer mar&etsgh levels, wide availability of
natural resources, increased rates in the HumaelB@went Index (HDI); value in the
capital markets, investment companies in the varieectors of the economy; stable
political situation; manual labor in great supplgdain the process of improving
gualifications; levels of production and export \gth; good reserves of mineral
resources; investments in sectors of infrastruc{woads, railways, ports, airports,
power plants, among others); decline, albeit siovgocial inequality, rapid population
access to communication systems, and capital ngif@&bck Exchanges) receiving
large foreign investments, investments by foreigmpanies in diverse industries;
(BAUMANN, 2010).

All these factors contribute to the expectationghefse countries becoming economic
powerhouses in the medium term. The consumer marlevery important element in
this process. Putting the members of BRICS togetigsroximately 42% of the world
population resides in these countries. In the gextions the acronym BRICS will be
discussed for each country; due to the fact thactre matter of this study is centered
on Brazil, specifically in the state of Goias, thygtion has been made to reverse the
BRICS order, starting by the "S" of South Africa.

2.2.1 South Africa

Located in the south of the African continent, TRepublic of South Africa is
bordered by Namibia, Botswana, Zimbabwe, Mozamhi@uweaziland, Lesotho and the
Atlantic Ocean. South Africa has coastline on thigaitic and Indian Oceans. Its
climate is tropical (mostly), extreme south Med@gean, arid tropical and of
mountains. It has an area of 85,000 km 2 of forastl about 2798 km of coastline
(VISENTINI et al., 2010).
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Natural  resources include coal, gold, iron ore, ogphates,
diamonds and copper. The discovery of diamonds86v¥ Jand gold in 1886 stimulated
economic growth. The city of Johannesburg is thenemic hub of the country and
Cape Town is a regional economic hub key in the té&/asCape (VISENTINI et al.,
2010).

Its population in 2008 was ranked 25th in the diowith approximately 47.9
million inhabitants, and it is composed of many nathgroups, such as Zulus,
Europeans, Euro Africans, Indians, and others. cthatry has a life expectancy range
between 44 and 48 years. Apart from this, the Africontinent is home to countries
with low socioeconomic status; of the 42 nationthwiery low IDH, 35 are in Africa.
The South Africa IDH was 0.683 in 2008 (CHADDHA&at, 2009).

Looking at the African continent as a whole, aagj@iversity of languages can
be seen. In addition, the living conditions of thepulation are poor. The African
continent is economically underdeveloped. Some tirgwles are due to mining, such
as in South Africa, Libya, Nigeria and Algeria, ailoda lesser extent, industrialization,
as in the case of South Africa, one of the fewamatithat achieved relative political
stability and which itself holds one-fifth of GDRrass Africa (CHADDHA et al.,
2009).

The African continent is primarily agriculturalh& monoculture export crops
(coffee, cocoa, cotton, peanuts, etc.) alternatd wubsistence crops - which are
rudimentary and extensive planted on large tracts of land and in succesgeass,
until the soil is exhausted; another area is themglst where the same process is
repeated. Produce includes: millet, sorghum, casdaanana, beans, pepper, potatoes

and yams.

Africa has one of the richest subsoil in the wpviith 30% of world reserves of
mineral resources. Among the minerals are inclugettt (South Africa, Zimbabwe and
Ghana), diamonds (Democratic Republic of Congo,sBaha and South Africa),
copper (Zambia and the Democratic Republic of Cyng@anganese (Gabon and South
Africa ), uranium (produces 35% of world total)aphum (90% of world reserves are in



11

Africa), titanium (75% of world reserves), oil (lyi, Algeria, Nigeria, Angola and
Gabon), natural gas (Nigeria , Gabon, Libya, Algeaind Egypt), antimony (South
Africa), phosphate (Morocco) and coal (South Afyfi@HADDHA et al., 2009).

All African countries except South Africa are paftthe Third World, exhibiting
the same problems that characterize the membefssobloc, compounded by the fact
that in  much of Africa, decolonization occurred Ynl recently.
African industry is one of the world’s poorest; farticipation in the economy of the

continent is limited to approximately 26% of GDP.

The textile and food industries, focused on thmelstic market, are found in all
countries of the continent, while in South Afriéagypt and the Democratic Republic of
Congo the main industries installed are the badesimies— steel, metallurgical, power
plants , and others. This circumstance underlinesfdct that South Africa and Egypt
are the continent's most industrialized countNdSENTINI et al., 2010).

South Africa is a member of th&uthern African Development Community
(SADC) and theSouthern African Customs Union (SACU). With the latter, South
Africa was negotiating a free trade agreement WiehUnited States. With the European
Union, the country already has a free trade agrae(idF, 2009).

In terms of logistics, infrastructure and businessironment, South Africa has
shown some good results; the Logistics Performandex (ranging from 1 to 5) was
3.5 in 2008, traceability of shipments highlightad positive and cost of domestic
transportation as negative. In 2008, the cost petainer to export and import was U.S.
$ 1,445 and U.S. $ 1,721 respectively. And whilstane hand, the use of mobile

phones has increased rapidly, Internet use isvstijt low.

South African foreign trade has increased substiyin recent years. Exports
grew, on average, 13.4% per year between 2000 @d&l. Zmports in the same period

increased on average by 16.3% per year.

Another factor to be considered is that the labarket is characterized by a low
level of flexibility. According to the World Banksaessment, the score of South Africa
on the labor inflexibility index (42/100) was si§oantly higher than the average of
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OECD countries (31.4). There are restrictions tadesidered in the hiring and firing
of employees and rigidities in wage determinatibloreover, Trades Unions have a

strong presence in South Africa.

2.2.2 China

The People’s Republic of China was founded in 1948 country is divided
into 22 provinces, 5 autonomous regions and 4 npadites, and has an area of
9,561,000 km2 and a population of 1.35 billion adawg to the official estimate of 2011
(ECONOMIC INTELLIGENCE UNIT, 2012).

China is a country with one party, the Chinese @amist Party (CCP), formed
in 1949, which has remained in power until the pre¢ECONOMIC INTELLIGENCE
UNIT, 2012). With the death of Mao, Deng Xiaopingchme general secretary of the
PCC, becoming thus the ultimate leader of Chind, rating the country from 1976 to
1997.

When Deng Xiaoping came to power the country washi@os, no money, no
food and the institutions did not work. To chanlges,tvarious measures were adopted:
Decentralization of power, changing from a planeednomy to a market economy,
conversion of state enterprises into mixed orgdinizs, seeking foreign investment,
and other elements. Deng Xiaoping implemented aoamoeforms that would make

China the country with the highest economic growtthe world.

Through economic changes and modernization inséetors of agriculture,
industry and trade, military, science and techngldghina has been striving for the
development of clusters and political collaboratidhe largest clusters observed in that
country, include the following areas: i) Informatio Technology (IT), ii)
communications equipment, iii) Mining and iv) Cloth. Of the 43 groups identified,
42 present a positive Compound Annual Growth Ra@te{pound Annual Growth Rate
- CAGR) in terms of participation in national exigfrom 1997 to 2007, which showed

Chinese industries’ great ability to compete glgbal

The most critical factors involving the businessieonment of the Clusters in
China are: difficult access to financing, politicahstability and government

bureaucracy. On the other hand, China has soughgréaluctivity and innovation. In
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addition to technical training programs, the statencil of China has created a plan for
the medium and long term for the development aérsm@ and technology in the period
from 2006 to 2020. 52 scientific zones have beeveldped to help in promoting
entrepreneurship and technology. About 800 compahigve established R & D

operations in China, in increasing numbers.

A favorable factor in the clusters formation istthi@reign companies that are
established in the country can take advantagewtda levels (corporation tax rate for
foreign companies is substantially lower than fomastic companies), and also low
wages. However, many companies may fail in selpngducts and services to local
markets due to lack of local knowledge and connestwith the government; this can

be critical to business success.

Another relevant factor that deserves mentionhe China also has a large
number of local suppliers and manufacturers, betdbst advantage of these suppliers
is decreasing due to rising wages and currencyeaggiion. The efficiency and product
quality are inferior when compared to equivalentducts produced in Japan. These
qualitative weaknesses may impair product quatityhie evolution of the value chain,

since the availability of new production technoksgis relatively low.

2.2.3 India

A country with over five thousand years of exisenindia today is the world's
largest democracy with a population of 1.2 billjpeople. India covers 3,287,263 km 2
of land area, extends from the Himalayas Rangéennbrth to tropical forests in the
south, and is located entirely in the northern spimere.

Today India is a parliamentary democratic repubbataining 28 states and 7
union territories, with the union territories beiagministered by the President through
an administrator appointed by the President ofdndihe Indian constitution, which is
the most extensive in the world, and which came fierce on January 26th, 1950,
defines the republic as sovereign, secular and detic. The parliamentary structure is
composed of two legislative chambers; the modellfidian parliamentary system is
based on the British system, whose seat is at \VWestien.
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The reforms implemented in the early 1990s, lecatbreakthrough for the
Indian economy after its insertion in the globalrkeds. Active in the global economy
and accumulating exports of $ 5 billions in foregxthange, the country has, after just
over a decade, accumulated 300 billions of foreggchange earnings through its
greater participation in world trade; this has wugd investing in industrialized
countries. From 2005, even with the financial stighe country has maintained a
growth of over 7% per year (pa), a Growth-rate eobd by the country’s greater

participation in world trade and its stunning pa@tigdn growth rate of around 1.5% pa.

Viewed from the perspective of purchasing poweitp@PPP), India in 30 years

has increased its participation in world Gfrlem 2,5% in the 80’s to 5,5% in the

year 2010a performance second only to China, while develagaamhomies declined,

some dramatically, such as the U.S and the EUunms.

Compared with the major economies of the indusseakor, India's performance
has been excellent; in the last decade, Indiansini@dli production was higher than the
major economies of the world, being second onlyCtona, with the U.S. and EU
clothing sector retractions significant in the ltst years. The year of 2011, however,

ended with growth on a lower level compared with yiear 2008.

The Indian population is known as the world's latgdemocracy, with a
population of over 1.2 billion people. In absolatembers in the last decade from 2001
to 2011, there was an increase of 181 million peopkspite an average growth rate of
1.5% pa, in recent decades there has been a rigtedeche rate of growth, causing the
population to stabilize. Average growth for the aes from 1971 changed from
declining growth of 24.80% between 1961 and 19717464% between 2001-2011.

The IDH is lower than in other emerging countrieglia currently ranks 134th
place in a ranking of 169 countries, with a leve0®47 in 2011. But the performance
of the Indian IDH has shown constant improvemehnperformance in the index is
analyzed in a historic context, since the counttg maintained an average growth of
1.38% p.a. in the period from 1990 to 2011, whilome of the best performances for

developed and developing countries, and well altoeevorld average.
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Accordingto Economist Intelligence (2011) 55% of the wealth generated by the
country comes from the service sector, but 52%eflhdian workforce is concentrated
in agriculture. Many Indians are clearly produciite, but 34% of the workforce is

responsible for more than half of GDP.

To stay competitive there is an immense need foremimvestment in
infrastructure. The World Bank (2011) estimatest tha 2030, around 40% of the
population will be living in urban areas, leading twice of the total population
currently living in urban centers. And the actidaken by the government regarding
infrastructure investment will determine the lewgékustainability and quality of life of

Indians in the future.

The Indian government in recent years has beenimgpekvestment in
infrastructure through public private partnership®P); the government estimates that
the need for investment is about $ 1 trillion amalt t50% of this capital must come from

private investment..

2.2.4 Russia

With approximately 17,075,400 km 2, Russia is #rgést country in the world,
covering more than a ninth of the total land aRaassia is also the ninth most populous

nation with about 142 million people.

The country's history is rich in detail and begaithwhe Eastern Slavs, who
gained recognition and power in Europe betweer8teand 8th centuries. This period,
which was dominated by the Kiev Principality, whiadopted Orthodox Christianity
from the Byzantine Empire and began the synthelsByaantine and Slavic cultures
that defined Russian culture, ended with the brgalkof this principality and its lands
were divided into many small feudal states. Thecasgor state of the Kiev Principality

was the Muscovy state which reunified the Russrarcipalities.

By the eighteenth century, the nation had greadgaaded to become the
Russian Empire, which was the third largest emirgistory. From the beginnings of
the Empire (1721-1917), Russia established powdr iafluence around the world,
becoming the largest and leading constituent siatine Soviet Union, which lasted
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from 1922 to 1991, and was the first and largestadist constitutional state recognized

as a superpower, which along with western counpliggged a key role in 1l World War.

With the end of the Soviet Union in 1991, the Rasskederation, a Federal
Democracy with a bicameral legislative body, wasated consisting of the Federal
Council and the State Duma, which is the Russialiepaent with 450 deputies.

Nowadays the office of President is held by VladirRiutin, with Dmitry
Medvedev as Prime Minister. Despite the successutin in elections and the
weakening of opposition protests, this successtubd which he enjoyed has ended in
discontent of the middle classes in Moscow, thetaa@nd this may spread to the rest
of society. Vladimir Putin in power may leadto wealkng of the efforts to improve the
investment and privatization climate, compoundeddngse Russian-Western relations,

mainly USA-Russia.

With a GDP of U.S. $ 1,858 trillion and GDP per itapf U.S. $ 10.400 in
2011 there was an increase of 4.3%, and 4% is heijgcted for the period 2012-16.
With regard to inflation, an increase in the peradd®010, which registered 6.9 (annual
%), to 8.4% in 2011 (EIU, 2012, WORLD BANK, 2012)as recorded. Concerning
Russia’s external debt, according to the World B&2XL2) in 2010, which is the last
record, the value corresponded to 9.3% GDP; aaegridi the EIU (2012), this is stable
and it predicts that in the period 2012 -13 theit e a limited need for external

financing due to small forecasted budget deficits.

Russia’s energy capacity has been highlighted @ world stage. At the
beginning of the XXI century Russia already haeéhiifths of energy produced from a
coal base in the world. Currently the country issamthe major producers of oil, about
a fifth of the world total, and is also responsiliée¢ over a quarter of natural gas
extraction. There are about six hundred thermattpldmainly generated by oil and
gas), a hundred stations and several hydro pova@itlThe Russian Federation is also
responsible for the extraction of large quantibéson ore (an average of one-sixth of
iron ore extracted in the world) and between omght@end one-fifth of all non-ferrous,
rare and precious metals (ENCYCLOPEDIA BRITANNICZQ12).
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Regarding human development, Russia occupies tthep@8ition in the ranking
of the United Nations (2011), the highest positd@ll the BRICS countries.

Despite a good overall picture, the Russian Feberateeds to be preoccupied
with certain factors and to foresee some possiisles.r In the banking sector, the
situation is stable, but deterioration of the glodra/ironment poses a risk to the sector.
The economy continues to be highly dependent onréxph energy and this may pose a
risk if Putin continues for a third mandate, beeatiss may complicate the situation for

the investments and privatization.

The business environment will improve in the perkiil2 to 2016 compared
with the previous five years; however, the improeains on a reduced scale (from 5.48
to 5.86 on a scale of 10) and this modest scoraldhze due largely to recuperation
from the negative impact of the economic crisis2009. It is expected that the
investment environment will continue weak; howeés probable that some steps will
be taken to attract foreign investment, such asggnprojects which require special

technologies and are high cost.

2.2.5 Brazil

Brazil is located in the east of South Americaq aras discovered in 1500 by
the Portuguese. The country occupies approximd&y in land area of this portion of
the Americas, and is the fifth largest in the woiltie Brazilian territory is one of the

most extensive in the world, with an area of 8,878, km 2.

Bathed by the Atlantic Ocean, the only South Anaricountries which do not
border it are Ecuador and Chile, as shown in Figurég.
The country is formed by the union of the Federnsltrizt and 26 states. There is great
climate diversity, due to the size of the countmth six major subtypes of climate:
equatorial, tropical, semi-arid, highland tropicemperate and subtropical (IBGE,
2012. The country is also responsible for more thdfo of global biodiversity,
including the Amazon forest and the Amazon Rivengdered the longest river in the
world); it is the only country in the Americas taJe Portuguese as its official
language, and as the result of intense immigratis, significant cultural and ethnic
diversity (IBGE, 2006).
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According to the IBGE (Geostatistics Institute), 2012 Brazil had 196,655,014
inhabitants. And its population is made up raciafywhites, blacks and crossbred
whites, blacks and Amerindians. The predominantgicel is Catholicism with
approximately 65% of the population; approximat2R26 are Protestant, 3.2% other
religions, spiritualism accounts for 2% and 8% elayion (IBGE, 2010).

Figure 2: Politic Map of South America with focus Brazil

70" _~1" VENEZUELA < EIIBGE

SURINAME

COLOMBIA

Sty Foriseza R
CEARA. _RIO GRANDE ..,
& NO|

mmmmm

vouw B R A Sl LK
o,

 seon met ) 4
o fhos

Somso®’
MATO GROSSO

CHILE

ARGENTINA

SourceBrazilian Institute of Geography and Statistics.(IBGE, 2012)

Brazil's current legal currency is the Real (R$Qdan the 21st century, after
years of social and economic problems, Brazil Iséabdished itself as one of the largest
economies in Latin America. Today it has hundrefdsaaling partners and around 60%

of exports are of manufactured and semi-manufagtpreducts (FREITAS, 2012).

The United Nations Educational, Scientific and Cultural Organization
(UNESCO) lists important World Heritages in Brazdr example, the historic cities of

Ouro Preto (Minas Gerais), Olinda (Pernambuco)jif€uarani Missions (Rio Grande
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do Sul), the Pilot Plan in Brasilia (Federal Distlyj Iguacu National Park (Iguassu Falls
on the border with Argentina), Pantanal Mato-Graosse(Flood Plain), among several

others.

2.2.5.1 The performance of Brazilian Economy

Brazil has a free market economy which followsfommpetitive concepts, and
was ranked sixth biggest economy in the world i1120seventh biggest economy
according to the World Bank and the CWorld Fact book and the second biggest
economy in America, with the U.S in first placecaing to theWorld Economic
Forum, published in 2011 (FMI, 2011).

Agriculture and Brazilian agribusiness has sigaifitly improved its
commercial balance. The WTO (World Trade Organgtin 2010 showed Brazil as
the third largest agricultural exporter in the wipnvith a growth rate of 9.2% in 2008
and 3.5% of total GDP..

Industry, representing 28,5% of Brazil's GDP opesain various sectors,
including the automobile, steel, petrochemical, paotar, aircraft, and durable
consumer sectors. It has the second largest inalusark in the Americas. The country
also has extensive reserves of mineral resouressyves of iron and manganese are
essential for the production of raw materials amthagation of export. Nickel, tin,
chromite, uranium, bauxite, beryllium, copper, leadhgsten, zinc, gold, niobium and
other minerals are also extracted. According toorimftion published by
BNDES(Development Agency) in 2012, Brazil is onetlod largest steel producers in
the world, and has remained in the top ten in regears.

2.2.5.2 Assessment of the country’s competitiveness

Brazil today is a country that has received eagdeal of attention throughout
the world. The ranking of the World Economic Forsintompetitiveness index
measures each country in a general comparisonoth#ér countries. In 2011 there were
142 countries and Brazil was ranked in 53rd pasitBrazil thus ranked higher than
India which was 56th, but was still behind China2éth and South Africa in 50th
among the BRICS group (FEM, 2012). The country foseplaces in the 2012ranking,
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from 53rd to 48th. Among the BRICS countries, Brazas ahead of South Africa,
India and Russia, but still behind China, as showhable 1.

Table 1 — BRICS countries position in the globalkiag of competitiveness

COUNTRY POSITION
China 290
Brazil 48°
South Africa 52°
India 590
Russia 67°

SourcelFEM (2012)

The country’s strengths which also deserve memigrare; the size of its
consumer market (196,655,014 inhabitants), therslityeof its land which, due to its
size, covers three time zones and various typeggétation, soil and climate, and this
does not include the Amazon region, which is theldi® largest watershed area,
besides being the home of species of flora uniquhis region. Brazil is also involved

in space research and it is also a pioneer ing¢kieldpment of a biofuel, ethanol.

Agro energy, where Brazil is the world leader, alkeady responsible for
approximately 32% of Brazil's energy. Its compeditiadvantage lies in the large
territory and natural resources that make it pdsgi expand production. Table 2 lists
the top 10 challenges on the issue of competits®mé Brazil, according to the report
of the World Economic Forum (WEF) published in 2012

Table 2 — The 10 challenges in the issue of cortipetiess of Brazil

CRITERION PERCENTAGE OF THE ANSWERS
Tax Rules 18,70%
Inadequate Infrastructure 17,50%

Number of Taxes 17,20%
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Bureaucracy 11,10%
Restrictive Labor Laws 10,10%
Lack of Skilled Labor 7,40%
Corruption 6%
Access to finance 3,90%
Exchange Rules 2,10%
Insufficient Capacity for Innovation 1,80%

Source: FEM (2012)

Besides the above challenges, the Report of theeddMNations Organization
(ONU, 2010), points to Brazil as having the thirdrat rate of inequality in the world.
In terms of the distance between rich and poor lgedbis country ties with Ecuador
and is second only to Bolivia, Haiti, Madagascagnteéroon, Thailand and South
Africa. It has one of the worst income distributiavels in the world. Women (who
receive lower wages than men), blacks and Indiaastlee most affected by social
inequality. In Brazil, 5.1% only of whites live ahe equivalent of $ 30 per month

(approximately R$ 54.00). The percentage rise®t6% for Indians and blacks.

The United Nations Organization points to the mzanses of social inequality
as being lack of access to education, unfair tamapolicies, low wages and the
difficulty of accessing basic services such as theaanitation and transportation.
According to the UN, 58% of the population maintaithe same social profile of
poverty from one generation to another. In Canadhthe Scandinavian countries this
ratio is 19%. This potentializes a reduction ofguality and in particular, access to

guality of education.

In Brazil, for every 100 inhabitants, only 9 haweiniversity degree (in 2010).
The IDH, when adjusted for Brazilian social inedgyalfalls from 0.718 (a level that
would put the country in the group of countrieshaliigh human development) to 0.519
(index of countries with lower human developmetitat is, it has an impact of 30%. In
2011, Brazil ranked in the 84th place in the IDIHkiag, a very disappointing position

for a country with many opportunities to rise inndamportance.
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The IBOPE survey (2012) found that 40% of 5th gratlidents are functionally
illiterate. Inequality in the country is huge. TBecretariat of Strategic Affairs of the
Presidency of the Republic (SAE), believes thappewith a per capita family income
of about R$ 291 and R$ 1,019 - the Brazilian midcless - represent 54% of the
country. The extremely poor have a per capita ircahR$ 81 and the poor, from
R$81 to R$162.

2.2.5.3 Textile Sector in the country

According to the Brazilian Textile and Clothing seiation (ABIT, 2008), the
Brazilian textile sector finished the year 2008 hwa turnover of $ 43 billion, an
increase of 4% over 2007 and with US$ 41.3 billiomested . The increase was
attributed to the boom in the domestic market, Whiaccounted for 92% of
consumption. Also in 2007, the sector invested 388 million, making the textile
industry responsible for 17.5% of the GDP of therermanufacturing sector and about
3.5% of total Brazil's GDP.

From January to May 2008, exports were US$ 929lliom an increase of
8.8% in relation to the same period of 2007, aranfrJanuary to November, the
clothing segment grew 4.07%. A few years ago, Briawiested in renovation of its
manufacturing park, increasing its competitive cayain relation to other countries.
Currently, the country's exports account for 1%wofld exports, with a total of about
US$ 1.3 billion (ABIT, 2012).

According to the IBGE (2012), the physical prodmctof the national textile
and clothing industry suffered a slight drop in finst quarter of 2012 compared to the
same period in 2011 - 7.5% and -14.08 %, respdgtiv@e main exported products are
made from natural fibers (apart from cotton) sushwaven fabrics and Home Line,
while the main imported products are filaments ofypster and the plan-synthetic-
tissues. The main destination of Brazilian expast#rgentina, with 27.5% of total
exports in 2007, followed by the United Stateshwd6.2%. The Textile and Clothing
Industry is the 2nd largest generator of first jelbsl the 2nd largest employer in the
manufacturing industry - in 2010 1.7 million empé@g were recorded, of which 75%
consisted of female labor. This represented abd# 3f total Brazilian GDP and a
large production volume of around 9.8 billion pie¢BNDES, 2009).
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The textile and the clothing industry in Brazitéa many economic difficulties
in the 1980s, due to a cotton-pest outbreak ilNibith East that made the country a net
importer rather than exporter of cotton. Thesediffies were worse in the 1990s with
the opening of the market as the entry of impopextiucts competed directly with the
national product, which was being produced witlgiséent technology and low quality

professionals.

However, in 2005 Brazil gained prominence as tiftle largest textile producer
in the world. In the clothing sector, it was proohgcapproximately 7.2 billion garments
a year,; it was the 3rd largest producer of meshthet5th largest producer of cloth; the
7th largest producer of wire and filaments and8thelargest producer of cloth. In 2004,
it was in 8th position among the largest producémmanufactured textiles, but in 2007
Brazil had already jumped to 7th place and 6thgks a producer of clothing, while in
2004 it occupied the 7th position. In this segm@&ngzil's market is dominated by the
C and D classes (68% of the population). The largiese of the consumer market for
garments and Home Line is in B and C classes (7DB@tional consumption). The A
class, which represents 6% of the population,asthird largest market slice, with 18%

of national consumption.

The adult female market represents 41% and childB2%. This increased
consumption is due to the variety of products vatiort lifespan such as panties and
stockings, for example. The factors that most mrilce the production process and
demand are the seasonality of the production araduitions of fashion. These factors
contribute to the competitiveness of the sector #mel existence of outsourcing
relationships (VIANA, ROCK, NUNES, 2008). Figure presents the Clothing
Manufacturing Clusters in Brazil, identified by regs, states and cities. According to

Souza (2007) the main ones are:

- Sé&o Paulo the city is the intellectual and financial centef the industry,

concentrating the main bases of fashion and madkedind the control of national
productive activities. Here are the headquartersetdil stores Zoomp, Forum, Rosa
Cha and even international names like Louis Vujt@iorgio Armani, Hugo Boss, as
well as the two clothing centers, the districtsBods and Bom Retiro, and the city of
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Americana, which has developed technology speaiglizn artificial and synthetic

fabrics production.

- Rio de Janeira the main center is in Nova Friburgo which produogainly lingerie
and is headquarters of the German compamymph, and Petropolis, specializing in

knitwear and winter clothing.

- Santa Catarina Vale do Itajai, the main town of which is Blumenas one of the
most advanced textile hubs in Latin America and Bnazilian center with greatest
integration into the international market, being thain national exporter of knitwear

and home line.

- Cear& with the trend towards regional displacementasfié companies, it has the

stimulus of tax incentives and infrastructure pdad by the state government, and is
becoming increasingly relevant on the nationalestddpe strong presence of companies
specializing in the denim fabrics branch (jeansri@@band cotton yarn should be

highlighted. In addition to these clusters, theees talso been growth towards the
Midwest, where the state of Goias and its capitalaGia are located, focusing on

research; however, its share is still very smaltr@ased from 1.4% in 2003 to 1.9% in

2007).

According to BNDES (2009) the main characteristiésthe clothes manufacturing

segment are:
a) Entry of mass imports of cheaper products indodomestic market;
b) Insignificant participation in world exportsdaalso concentration on cotton;

c) Specialization in products made from naturbefs, despite the quick increase in

world’s consumption of chemical fibers and blendatics;

d) Factory machines with a high average age, wduid global competitiveness; a

situation where many companies are just aim fodtiraestic market;
e) Lack of coordination of the production chairgkiing management;
f) Wide dispersion;

g) Low personal capacity of technical and manadstaff;
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h) Widespread informality, mainly in the clothimglustry workforce;

i) Difficult access to credit, especially for migremall and medium companies, which

become dependent on suppliers and,
j) Existence of regional clusters of production.

It is also necessary look at some intrinsic questicAnalyzing the environmental

variables, according to ABIT (2012) the main str@oints of the segment are:

* Brazil has a complete productivity chain, consiptaf fiber production such as

cotton planting right through to fashion shows, sfignning, weaving, dressmaking;

* Investment in the sector: $ 2.5 billion (estimafjvaompared with $ 2 billion in
2010;

» Average clothing production figures: 9.8 billionepes; (clothing, bedroom

items, table and bath items);

*  Workers: 1.7 million direct employees; add to t&isillion(of whom 75% are
female labor) whose income is indirectly dependenthe industry;

* The second largest employer in the transformatmmlustry, losing out only to

food and drink (together);

 The second largest generator of the first job;

* The fourth biggest clothing production sector ia torld,;

» Fifth biggest textile producer in the world;

* Second biggest producer and third biggest consofrdnim in the world;

* Represents 16,4% of all employment and 5,5% ofTilamsformation Industry
billing;

» Brazilian fashion provides one of the five majoski@an Weeks in the world;
* We have more than 100 schools and colleges ofdashi

e« The second largest producer of denim (indigo seagesaw material for jeans).
Today, the textile sector in Brazil makes abou0@ snillion of meters of denim, but

exports less than 10%.
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According to BNDES (2009) the main challenges efsegment are:

a) Entry of mass imports of cheaper products am@pér clothing into the domestic

market; frequently these products are of dubioigiror

b) Low participation in world exports, with focasainly on the cotton chain; and
based on textile link products, a less dynamic aiéalower added value.

c) Specialization in products made from naturdaéfs, despite the rapid increase in

world consumption of chemical fibers and blenddwtits;

d) Industry machinery in general old/outdated, wldw global competitive

capability;

e) Lack of coordination of the production chaint wéfering an effective supply

chain to business leaders and / or large retailers;

f) Low personal technical and managerial capaaitg high level of informality,

mainly in the clothing manufacture link;
g) Difficult access to credit that is affected by fow interest rate;

h) Drop in Brazilian exports.

3 The Diamond Model

The Diamond Model was created by Michael Porter gresented in 1989 in his
book ‘The Competitive Advantage of Nations'. Thegmse of the model is to increase
the analysis and understanding of the competits®mé companies and what justifies
the success of some in relation to others. The Dmmmodel emphasizes the
determining principles of national competitive adtzage. According to Porter (1989)

these principles are listed in four categories:

1) Factor conditions: positioning the country ogiom in terms of resources such as
skilled labor and services with expertise, enengfyastructure and logistics, among

other aspects.
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2) Demand Conditions: according to the nature @& demand for the products or

services offered by the companies.

3) Related Industries: related to the existenceduistries which are connected and are
in activities that contribute directly or indiregtthe activities of the company in

analysis.

4) Strategy, Structure and Rival Companies: repiteseby factors which are structured
in the creation, organization and management ofardegtions in the country in

analysis, combined with factors influencing inténmzalry.

3.1 The BRICS Diamond Model in the Clothing Manufacturing Sector

To show the extent of the evolution of the ClothiMgnufacturing sector in the
BRICS countries, each Porter Diamond Model varigile89) is shown in Table 3,

which compares countries.

In this analysis it is important to assess how ¢auntries have similar
characteristics which go beyond economic issues.piiitical questions, social as well
as those of economic growth, reveal serious prablefrcorruption, bureaucracy and

informality.

Another aspect that merits attention is the lowlifjaation level of the agents in

the process, which in turn leads to lower possiédiof innovation and technology.

Table 3: The BRICS Diamond Model consolidationtia Clothing Manufacture Sector

Brazil Russia India China South Africa
Context of Massive influx of .
strategy imports of cheaper Compames.
and products onto the In banking sector, Restructure; Problem in
rivalry domestic market; the situation is Are weakened by dealing with
stable, but the the complex raising Foreign imported
Insignificant instability of the | regulatory regime | esiment; products;
participation in global environment imaTgrrllt:nrthtci)cr)n
world exports and poses a ”Sl_‘ to the coprruption and Bureaucracy; | lllegal dumping of
also concentrated in sector; protectio;ﬂst foreign products
cotton; _ policies. Governmental | 1S also athreat to
Corruption. and political local producers.
Difficult access to instability.

credit, especially
for micro, small



and medium
enterprises, which
become dependent
on suppliers.

Demand
Conditions

Large spraying
consumption;

High informality,
mainly in the
manufacturing link.

Specialization in
products made from
natural fibers,
despite the rapid
increase in world
consumption of
chemical fibers and
blended fabrics;

Related
and
Support
Industries

Machinery
old/outdated,
without global
competitiveness,
where many
companies just
produce for the
domestic market.

Factors
Conditions

Low technical and
managerial active
capacity;

Lack of
coordination of
actions of the
production chain,
lacking
management.

Large and Populacional
sophisticated psize'
consumer '

population, and the

success of the Demographic

Large domestic i g
market: government in an .
promoting key PSyChographlc
industries. But the Profile;

An increase of
4,3% and
projections of 4%

local demand is
limited by the poor
implementation of

Presence of
sophisticated

for the period of quality, safety and consumers;
2012-16. environmental
sandarie 21| Lowlevl o
; private
protection laws are consumption.
too weak.

They are also
advantages to Indie
with many local
suppliers, and
consistent
availability both
agricultural
products, as
industrialized
regions with good
machineries.
However, the ICAs
are weakened by
the lack of
specialists in
research and
development.

Sector in
development;

Large number of

. Large number of
local suppliers;

suppliers and of
poor quality;
availability of

new production
technologies.

Lack of specialists
in Research and
Development.

Large energy

Are helped by The bi
capacity; i e biggest
pacity capital markets population and
growth, financial consequently
The economy services, education large number of
continues highly | and administrative workers:

installations
(colonial heritage),
but has been
severely

dependent on
energy exportation
and this can
represent a risk;

Low labor cost;

undermined by the High
Tense Russian- | €Xaggerated public  investments in
Western relations: infrastructure physical
' (energy, roads, infrastructure;
ports) and low
The Investment |0t penetration
environment 3% of the total | - Increased
continues weak (3% of the tota investments in
however it is polptél'atlon).'xvmle patents;
ndia provides
probable that some strongpinvestor
steps to attract protection and ~ Heavy
foreign investment,|  .¢eactive anti-trust investment in
education.

such as stamp
energy projects thal
require special

policies.
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The domestic

market has a
growing

population of

black middle class

that is
increasingly
sophisticated in

their consumption

decisions;

The cluster
companies
increasingly
develop unique
products that can
improve their
capacity to
penetrate these
markets.

The lack of trust
and cooperation
among clothing
producers and
textile producers
hinders the ability
of companies to
compete
effectively.

High cost factor
(specially in labor
costs);

Limited access to
raw materials is
another major
challenge for
access tdigh-end
market;

Long lead times
for delivery,
reliability and
poor performance,
quality
deterioration;

Low quality of
infrastructure and
logistics is an
additional
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technologies challenge.
besides having a
high cost.

Source: Elaborated by research (2012)

Regarding the internal market, these countriegyanmeg through a consumption
explosion with the expansion in the lower classed as these nations are highly
populated, this impacts positively for high prodottoday: there are people to produce
and people to buy in the same country.

4 The State of Goias

The State of Goias has a population of 6,003,788hitants, with 246 cities,
and is located in the Midwest region of the countihe state capital is the city of
Goiania, whose foundation stone was laid on Octd#r1933 by Pedro Ludovico
Teixeira, but the actual transfer of the state teapo Goiania, came in 1937 and its

official opening took place only on July 5th, 194BGE, 2010).

Until the end of the 1950s, industry in Goids wasaetive. Diamond mining
emerged in the Southwest. To the north, in the Aa# region, the rock crystal
extraction reached its high-point during the 2ndrM/&Var, due to export. In recent
years, as a reflection of its growth and visibilitythe global market, the State of Goias
has attracted several other industry models (IBZRE).

4.1 The history of Clothing Manufacture in Goias
Goiania’s first clothing manufacturers started ttha end of the 1960s; the first
reported was ‘Planalto Confecc¢éo’, founded in 198fich produced synthetic fabric

pants, imported from Asia and produced shirts fBnawzilian cotton mills. Shortly after
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came the ‘Bulck’ mfg. company; its main propositmwas the manufacture of products
which were different from the traditional ones, lwé feminine blouses, dresses and
pants mix made from knitted cotton, viscose andrinThe pieces were well prepared
with cutouts and embroidery, and the small facgained market with products called

‘fad' (SOUZA, 2007).

In the 1970s the Hippie Fair appeared in Goiatatescapital. It was considered
the largest street fair for clothing in Latin Anei It originated with local home-based
producers who made their pieces at home and rédsehd on Sunday. Today, according
to Goiania City Hall, there are more than 5000 steged stalls selling clothes of all
styles, and they receive a crowd of people comingaurs from various regions of
Brazil. Apart from the fair, there was also the @ssful case called ‘Goiania Station’
which concentrated 655 stores (see figure 4) (SO\ZDA7).

Figure 4 — Satellite photo of the Hippie Fair anuidaia Station

i Feira Hippie
5 mil bancas
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Source: Google Maps (2012)

This concern started with small family businesses laegan to grow due to its
strategic position, since the state is locatedvéndenter of Brazil with roads linking the
North and Northeast to the Southeast.

At the beginning of the 1980s there was an expiosigeans-style clothes. The
state of Goias was booming in cotton productiona&alothing manufacture and took
advantage of its facility for training manpower tors segment. It invested in laundries
and production machinery and conquered other stgtaglling products different from
those produced in Sdo Paulo. One of the first comegato conquer the national jeans
market was Mister Seven Jeans. This industry hlaewad a good level of production
with its own laundry and the products, 100% devetbpy Goias designers, made the

company grow.

With the crisis in the Brazilian economy, which ledhyperinflation and rising
costs of production in 1997, there was a downturnthe economy and various
industries which invested in machinery and domegiroduction had financial
difficulties. Outsourcing production began in tipisriod, because with the overvalued
Brazilian currency, the cost of production almosbubled. Then came the
‘factions’(make-up workshops) market, which are Bresawing shops that receive cut
cloth and then make up the final pieces, whichthes taken to an outsourced laundry
and finally return to the manufacturing unit jusi fiinishing; by working with this
system, industries which had 500 employees, redtir@edumber to less than 50 people
(SOUZA, 2007).

Goiania’s jeans products manufactured that wayeflighe markets for two
decades in the center west, north and northeastgrons - this fact was only possible
due to the privileged logistics situation of thatetof Goias (see Figure 5). These
markets, before served only by Sdo Paulo and Pareva started to arouse interest,
due to the stability of the economy (SOUZA, 2007).
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Figure 5 — Privileged Logistics and the Cluster in

Goias

Goifinia
(o)

Source: Produced by the research based on dateSEBPLAN-GO (2012)

The Goias Clothing Clusters progressed into sewstials in the state, and the

city of Jaragua was key to strengthening this seaal creating jobs. Initially known

for making copies of models of major brands of 3earar, today it is dedicated to

brands. The Jaragua Cluster involves companidwiséctors of manufacture, make-up

workshops, laundries, finishing and post-washingpmidery, stamping, as well as

distributors of fabrics, trim providers, carriees)d sector cutting, styling and modeling

(SOUZA, 2007). The distribution of cities where @limg clusters in Goias occur can

be seen with the cities in Table 4:

Table 4 — Distribution of cities with clothing chess in Goias

CITY'S NAME

INHABITANTS

DISTANCE FROM THE CAPIAL

Goiania

1.256.514

Anapolis

324.303

56 km
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Aparecida de Goiania 442.978 15 km
Jaragua 41.314 120 km
Trindade 98.159 26 km
Taquaral de Goias 3.514 78 km
Pontalina 16.846 120 km
Cataldo 84.964 230 km
Sé&o Francisco de Goias 6.109 96 km
Petrolina de Goias 10.237 70 km
Inhumas 47.572 28 km
Jatai 86.926 330 km
Rio Verde 169.611 230 km
Palmeiras de Goias 23.245 80 km
Mineiros 51.077 430 km
Itapuranga 25.278 130 km
Hidrolina 4.029 200 km
Goianapolis 10.562 25 km
Uruana 13.816 140 km
Senador Canedo 82.712 15 km
Sanclerlandia 7.500 70 km

Source: IBGE (2010)

The clothing manufacture sector in Goiés is the Budest employer in the
state, and with the highest rate of job informa{lEGPLAN-GO). Its participation in
creating jobs in Brazil in the segment has beefbo4 Bccording to the Goiania Sedem
register, there are 6875 of informal clothing velsd&onsidering that the other rural
towns do not have any data on informality, theneste is that for every 1,1 formal
business in the state of Goias, there are 11 irdbbumsinesses . It is thus estimated that
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informality generates 85 000 jobs created in tloéhahg sector, making up 8% of the
entire workforce of Goias (RAIS 2008).

The monthly production according to Sinvest is 2lion pieces per month,
accounting for a third of GDP. The average selprige of pieces is R$ 15.00, giving a
total monthly revenue of R$ 90.000.000, which reprgs 8.6% of the state GDP.

Goias has experienced high economic growth overydags. The economy's
performance in Goias in the second quarter of 2&iPbe confirmed by the results in
farming, with higher production and productivity the major cultures. Industry also
expanded due to the transformation industry; mago@oids led industrial growth
throughout the country (IBGE, 2010). The state akmaked fifth among the federal
units that generated more jobs and trade balanitie,ansurplus balance of US$ 778.3
million, which explained Goiania’s good economicapl for all segments and
especially clothes manufacture. The clothing segmerth its related industries, is
present in most municipalities in the State of Gpléowever the main agglomerations
are Goiania, along with Trinity, Trindade, Jarag@éntalina, Aparecida de Goiania and

Taquaral.

To understand better the Clothing Industry in Goftate, a quantitative
exploratory survey with 587 manufacturers was edriout, in the cities of Goiania,
Jaragua, Pontalina and Taquaral. Considering thauof inhabitants of the cities, the
four chosen corresponded to 46.95% of the inhatsitahall the cities participating in
the cluster. Considering the amount of businesestigated, they corresponded to
4.33% of the number of state clothing manufacturéng object of the research was to
outline the most relevant points for each competiibie interviews were conducted in

August 2012, in person, through a structured qoestire with closed questions.

Of the companies surveyed, all of them are forzedi with all regulatory
agencies of the Brazilian economy. 49% of themcargfigured within the Simplified
Tax Contribution System, 25% as Micro-companies%2as Individual Micro-
enterprises and 5% in other schemes. The lifetifmidne companies interviewed was
investigated. Most companies surveyed (52%) areertttan 5 years old and only 7%
have less than 1 year (the others, representingat8%etween 1 and 5 years old).
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This data is of great relevance and is encouragirthe sector in showing that
most businesses have survived for more than 5 ;yaersrding to data from SEBRAE
(2007 apud ARAUJO 2009) this is the period where the micranpanies and small
businesses in Goids show a 21.3% mortality rabeoAling to the Vox Populi survey
(commissioned by SEBRAE, 20@pud ARAUJO, 2009) they go bankrupt within two
years of start-up.

Clothing manufacture in Goias is concentratedhi@ production of women's
clothing; more than 70% of industries have artigtesheir collection which focus on

adult women.

This data is a very rich source of information féoiania Station marketing,
which is able to direct its activities at the femaudience by optimizing resources
which are actually insufficient to cover investmamtall areas. Feminine products are

marketed in 82% of the stores. Most stores wilfdmising on women's activities

The question as to how companies advertise theduets was also asked, and it
is clear that respondents believe that marketingnsessential tool for promoting
products; and the tools that Goias clothing marufacs are using are the internet and
merchandising at point of sale (POS) . There metore, a conflict between the use of
a modern tool and a very traditional one (POS).

The Marketing Department of Goiania Station shaatichulate the search for
contacts through registration and actions on saaidl digital media. This is interesting
because in addition to being a tool that providesenmetrics for identifying return on

investment, it is more accessible than media liKanBrazil.

The most important were: the difficulty in hirirgkilled labor (35.48%), the
heavy tax burden (27.96%) and, whilst less of adénrbut no less important,
management (and lack of) of working capital (13.44&md the need for high
investments in marketing (12.37%).

The fact that entrepreneurs consider that manageknewledge has low impact

on business and, in seeming contradiction, empédbkiz difficulties in hiring skilled
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labor and lack of working capital, may be a refl@ctof this lack of management

knowledge.

Companies that cater to the international marketséll insignificant in number
(8%); most of the production serves the domestitkataand 22% the city itself, 38%,
the state and 57% goes to the national domestikanar

Most of the production is not in the city itselicaso it is necessary for the
segment to organize itself in the city by sign-past(because many caravans of
products arrive), and maintaining websites with aipd information; it may also
establish links with commercial representations ateengthen brands, including
increasing thenarket share in the rural areas of Goias state and other Beawdltates.

Parallel to the above surveys, interviews weredooted with leaders of the
segment and the considerations of each were ambtyzenatters of relevance. Those
interviewed were: the State Secretary for Tradeladdstry, Mr. Alexander Baldy, the
President of the Goiania Trade Union of Clothing nMfacturers and Clothing
Industries in general (SINDROUPAS) and President tbe Association of
Manufacturing Industries of Goiana and the Stat&ofas (AGICON); Mr. Edilson
Borges de Souza, Superintendent of Microcomparii@o@nia, the Secretary of State
for Industry and Commerce of the State of Goias &0), Mr. Tiago Peixoto. The
leaders above were interviewed at the Internatideahs Fair, on August 15th, 2012.
Also interviewed was the President of the Unionlrafustries of the State of Goias
(SINVEST) Mr José Divino Arrudao on July 25th, 201fis interview took place at the
Union’s own center (located at Avenida Anhanguarahe building of the Palace of

Trade in downtown Goiania).

Table 5: Opinions: Consolidation of Clothing Maretfaring Sector Leaders

MANPOWER

The leading segment today, clothing manufactura,viery representative segment for Goias state| and
Alexandre | generates many jobs; we have thousands of complaiated in various districts of the State; it is
Baldy one of the economic sectors that is developingénnhost diverse regions of our state, and we mere i
the Secretariat of Industry and Trade see thatriecessary to support and unite the businesgestser
demands and trade unions in an effort to bringttegeand attract greater benefits. Benefits in the
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sense of those that lead to higher aggregate kdgelenot only here from our region but from
different regions of Brazil. So that we can recdiugers who will drive growth and maintain all the
manufacturing sector.

Concerning qualifications, there is the SENAI, tleel&ral Government program, the FADE. But what
is needed is to create a mechanism for obtainiggeniqualification, especially during this time of
growth across all the sectors. Brazil does not hhige and the clothing industry is lacking this
manpower capacity. Another issue, | think, is thestion of salary; today for example SENAI offers
a course for industrial stitchers, the last offé80 places had 18 enrolled, because the salarg for
seamstress is not attractive. She works in congtrnyearns R$ 1,000 Reais.

Today we are at a moment of transition, from thmifigbased industry to bigger industrial units;
today Goiania is an important center of the claghimdustry in Brazil, with most companies, around
96%, micro and small businesses that are backyatetprises. They are improving their potential
through knowledge supplied by SEBRAE (Brazilian Servimf Support for Micro and Small
Companies) and SENAI (National Support Service fuduktry of the National Confederation of
Industry - CNI) entities which are giving technolegli support on how to manage an industry.

Nowadays a skilled workforce is scarce in all segismef the economy; the Government of Goias has
developed several work qualification processesairtingrship with the Secretary of State for Science
and Technology which develop job skills, and wewribat many companies are qualifying their own
employees, creating schools in their own business&sing qualify to their work and jobs, like the
HERING company which has several empowering entrequies who will work with make-up /
workshops who work both for the company and foreottompanies. We have worked hard in this
direction and we really believe that qualifying peobrings results to the economy. We have been in
a partnership with the SEBRAE (Brazilian Service opsart for Micro and Small Companies) and
SENAI (National Support Service Industry Systenthef National Confederation of Industry - CNI)
in qualifying many entrepreneurs in many citie$Gofias

We know it is very challenging to formalize thettlimg sector, but we have used a number of tools
increase the level of formal employment. The S@Gtwernment reached the national simple level,
sub-level, so we can improve too much in this daestWWe are working with the Board of Trade |in
many municipalities so we can have the companiesdtized, working with the State Program
"Goias grows and appearsso that we can make it clear to business pedpé fformalization is
important and necessary for access the credit. Ve the People's Bank, Productive Credit which
are credit lines that being offered now to the hilog sector, showing the need to be formal
entrepreneurs to gain access to this credit. Irdtitynis very high in this segment in Goias

We work today with an estimate of 9,500 compani&st officially in the JUCEG (Commercial
Association of Goias) registry we work with the irstty average of 4,000 companies in the state/and
3,700 in Goiania, forming around just over 8000. &ve working with 9,500, though JUCEG does
not have an exact measure of how many businessesamyl close, and we have no estimate.

Also our estimate is that we are talking in ternfisan average of 120,000 jobs and 200,000 in
informality.

These informal companies, we say companies, bweifook at the entire textile chain, the entire
production chain including informal production, lasaid, maybe is bigger than formal labor. Why is
this? Because it is not just one company; when d¢ingpany is formal it employs 2, it employs 10/ it
employs 500; most informal units employ fewer, there are make-up operations, sometimes|not
existing legally, but employing 20 people, 100 eoypes. These people are unregistered, working
with production, so if you take for example the glypchain of these factions/make-up units being
formal or informal they are the force behind theesa printing, for example, which is used in cloth
manufacture, textile wholesale, all of this is paEfrthe clothing production chain, and if we comsid
as well the direct and indirect jobs that the dlaghindustry supports by the making of jeweled| &
embroidered pieces, mannequins, we can see fuhisandustry creates so many jobs.
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The clusters in the fashion segment as a whole hatevorked as they should work; obviously
several cities have grown with their the producteetor units, and have invested in accordance with
demands from the public sector; here we have gaojkgis of work in the segment, with Senator
Licia Vania organizing the construction of 24 (tiyefour) industrial warehouses with funds from
the Ministry of Development, Industry and TradeBxazil in 24 (twenty four) different counties
which we can benefit those who wants to produceadsal those who want to qualify those who want
to add value to their products. The Departmentrafi€ and Industry has actively participated in the
Clothing industry in several respects, with supgortfairs and events, carrying the brand and the
consolidation of our products, attracting buyerdake our clothing to events outside the State of
Goias. The unions have also received support, bgiegtly strengthened by the State Government
and are also part of our preoccupation with guaifon and improvement of the quality of our
products.

Today in Goias State, 70% of towns are organizgubes of the clothing industry, and each city has
its own specific trend; it may be underwear, jedad, swimwear, children's clothes and general.
Each city has its style of production.

Today open fairs, closed fairs are organized insnblut Goias is focusing on organizing vocatiohal
poles of competitiveness and clusters where theeBey of State of Trade and Industry is supporting
and building sheds so that the entrepreneur cadupeohis own product within these poles; these
poles will be used to operate starting from theeigtcof raw materials to the final product. The
intention is that the entire production proceshiasdled in these poles. This will modernize and
enhance the competitiveness of the sector. Welalse industrial buildings being built throughaout
the state, with an investment of around R$ 18,0@@0(eighteen million reais) obtained by Senétor
Licia Vania through parliamentary amendment. Thelseds aims to attend the large clothing
industries which are going to install people whdl wrovide service to large companies such| as
HERING Brazil and MARISA and others that are comindgBrazil, we believe that the vocational
poles will be a great support in this work. We hgveat faith in the clothing sector and we knowt tha
it is of great importance for the state; we alsalize that during the year 2011 and 2012 there were
gaps(of understanding) between the syndicatesciasisms and/or federations ;there is no union
among representative bodies in Goias. We belieat wWith greater union the segment will get
stronger; this division of interests makes it vdifficult for the Superintendency to deal with the
demands, because divergent demands come fromeatktitesentative bodies. We seek to meet all
demands, but it is difficult and sometimes the deaisado not reach us for lack of this union between
the entities.

The clothing sector is improving and evolving, apd new technologies, but we are far from the
ideal; we need much innovation, mainly to add valoeour products and be more competitive.
Important today is to innovate to compete more withreasingly higher quality products and

innovative products are a result of competing witany products; we need to collaborate with
innovation, reformulation of incentive laws in Gei&tate. We will be defining a percentage to| be
invested in people skills training which can alsad to technology and innovation in the produclive
sectors.

With the SENAI, SEBRAE and the Union itself offeritrgining courses for growth of the clothing
industry, some industries intend to invest in tbendstic and international market; these entitiek se
to glimpse a new reality and compete in this gldeal world, because if you do not have
infrastructure and modernization of your industguye out of the market, and you just work to
survive and in fact you work for domestic sales amday you see your company only operating
internally; it's not going forward, it is stagnatgittio the point where in a few years it'll disapp&am

the market because new companies are emerging @tecoming apathetic in the market. Today
we have to compete worldwide and if the companysdu# become professional and does not adjust
to the new reality with innovation, new technolagief equipment, organizational technology,
administrative and production business, the tenderlt be to stagnate or disappear from the market.
Companies that are making the choice for moderwizatie able to achieve their goals and may grow
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5% or 6% per year and before long become mediularg@ companies; the percentage is very srnall
but the number is big because today we have in&B#070 (Four thousand and seventy) companies
registered in Goiania and we have over 10,000 ¢Rensand) who are in ‘hiding’ in fairs such as
Hippie Fairs, Moon Fair in many points of sale ardw4th Street in Goiania Center. Today the
industry employs around 40 thousand registered lpeampd 100 000 unregistered people who are
‘Factions’(make-up workshops) that are industriatting workshops, specialists that provide service
to the clothing industry. These specialized worlshexist around the world and they're only making
the cloth and not retailing. In Goiania today wealeady evolved to this level, because formerty th
all industries throughout the state had internadbyistered employees and the cost was very high; wi
the creation of workshops brought the cost of gatasn, so the option today of the entire clothing
industry is increasing its industry by increasihg tworkshops. Today we have workshops throughout
Goias State, every city has workshops; the HERIN@ustry of Brazil moved to Goias, why did |it
move from the South? Because labor is easily aveijlatur labor force has a gift for sewing;
everyone in Goias is born with the gift of sewirmgeveryone here already has much facility as those
in the interior of Goias in the Capital; it is edsylarge companies to attract them. Today HERING is
present in more than 55 cities, with large workshiopGoias working exclusively for it, and there ar
other large companies in the city of Goiania whidve several workshops; this is generation of
direct employment. They take the raw material, poedand deliver ready to sell.

What we see today is that there is a large amo@imhachinery and equipment that can meake
production more efficient; we believe that the klog market has sought better technology, has
sought to improve. But we know that the cost fos tisi very high and large firms that are in Goias
state and producing large-scale certainly havdatest equipment as well as quality equipment and
skilled labor. We believe that over time more comipa will seek further advancement because it
brings more productivity and reduces fixed costs.

The image of the clothing sector when we startee frethe Secretariat of Industry and Commerce |
believe was misplaced and poorly positioned natignae've been among the four (4) biggest at
national level and now we are below tenth (10tlagel We need to greatly improve the industry's
image. Our quality is good but we need to learmfiather regions that have good quality products,
be competitive and be able to attract buyers opgmlucts into various regions.

Goias had been inBplace in the national ranking of the largest dloghindustries, mainly in the
jeans manufacture. Today we are nationally receghipr the Jeans that we produce because we
produce a differentiated value-added jeans thathared-crafted products, clothes with handmade
designs that distinguish them from those of alkot$tates of Brazil; in reality this product is oot a
production line and some a few people enjoy doinga we work and we are all now considered in
terms of jeans - Brazil is first in creation of famhjeans. In view of this, the industries that kaith
jeans and which today hold the largest financimlesbf the jeans industry market are stabilizing in
terms of modernization, creating new trends. Todeayalready have a fashion college which designs
for big fashion designers.

Non-support by the government for the segment m&miés was losing ground to the states of
northern Brazilian regions which began to investviigan marketing. The governments of these
states began investing heavily in marketing ofrtikenfections industries, this led buyers to region
distributing to the market with low prices. The @ovment of Goias did not understand this threat, so
we lose more and more ground and fell to 13th énrthtional ranking, all due to lack of management
by state agencies in terms of marketing. Fashiarally very simple; you are in or you die, you're
forgotten. From three years back we have beentabieverse the picture a little and we are in [7th
place in the national ranking of the largest pradsof clothes in Brazil and this was done with majo
buyers paying the big buyers to come and visitciheof Goiania, all this without any support from
any public agency or entity. Today in Goiania we aonsidered the only tourism business because
from Thursday to Monday hotels and bars are dllbfetause of the clothing industry; there’s no pthe
attraction in Goiania to fill the hotels. The CityaHof Goiania, and all their managers never helped
industry growth at all; it simply took advantage tbis tourism industry. The State Government
always promised to help with marketing structurérmver helped and does not give any support/and
is only saying that will help and nothing happenkile other states have moved in front a long time
ago. The only thing we received from Governmenthef State of Goias which was very helpful was
about 5 years ago when it exempted the clothingstrices from out of state sales tax; lowering the
tax meant that industries could gain competitiaction against other states which were alreadygusin
this strategy. We are always slow on this, yet aeeheverything possibility to be first or second| in
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the national rankings; we have a privileged logatiothe country by being in the center of Brazié w
can supply all Brazil with less effort than otheatst in Brazil. Government programs do not prepare
the foundation of the company to export and thiealirages the entrepreneur. Today we have large
companies that sell their products through repttesien. Today we are the largest employer in Goias
State, with more than 200,000 people working diyead indirectly for the confection segment. \We
believe we can duplicate this in 10 years, becortfiegvorld's greatest, because we have the vocation
to be the best in Brazil and the world; the govemminsanply needs to rethink its policy on taxes,gob
and centralize vocational activities like marketibgthe clothing industry; this would bring touris
business tourism, increase the income of local lgedfhe government does not give incentives for
companies to grow and structure themselves. TheemBecretary of the Ministry of Industry and
Trade is better than his predecessors becauseshadra overall business vision and has been trying
to bring in this new phase of development; we neeahove forward in this new phase of marketing
and production. The more marketing the governmeakas for our clothing industry, the more return
it'll have with taxes and income. We have goodasfructure for distribution of products but what we
lack is the marketing and the political desire.

The state is very well regarded, what is publishbdut our state is that it has lots of jeans, sgver
models of underwear and bikinis. We know that tfed§ state is very strong in these models. We
sell throughout Brazil and even outside the country.

In this year of 2012 we have the prospect of inmgsR$ 1,500,000.00 (One million and a half reelis)
which represents more than 30% of the budget oStwmetary of Industry and Commerce to support,
events and attract buyers in the clothing sectadth Wis we hope to be among the five (5) largést o
the clothing segment in Brazil. The governor hasigdel to act in a solid way in the segment and
today we have negotiated with the unions the ayeaif the Superintendency of Manufactuing of the
Secretary of State of Trade and Industry, this ipessonal dream of mine, to create this
Superintendency and collaborate with this sectachvigenerates thousands of jobs and adopt public
policies focused and detailed to satisfy the clagtsegment.

I think this research shows, by experience, a thiegeally need in our country, and not only fog th
clothing industry; a system of work, labor legiglat | think every industry ought to unite and
demand of the government a project similar to tifad country with greater experience, Japan, for
example. An employee enters a factory at seveheénntorning and he can work until eight in the
morning; so you work for one hour a day and eararahourly rate. But no one can survive by
working only one hour a day or four hours a dayerehno one works less than twelve hours a day
and has a n excellent living standard. If he hgea quality of life, he does not think he has torkv
five hours, but he's registered in that companye Phofessional who knows that area and works| per

The largest and most important single industry oi&8 is the clothing industry. When the current
governor came to our union he promised before riiare 800 entrepreneurs of the segment to create
a State Superintendency of the Clothing Industbostinate to the Ministry of Industry and Trade,
and it has existed for two years and failed. Tii¢hahg segment under state government management
is finished. And when another government comes ahanges everything. There has already been a
meeting with the current mayor of the city of Gaéand a Secretary of Industry and Commerce for
Clothing was requested and we were ignored by tmeeuadministration of the City Hall. Our
request received no reply, different from the catri®@ecretary of State for Trade and Industry we are
always meeting with, and we know that the goveismommitted to clothing segment of Goias &nd
is structured so that the Superintendency can peyled. There is a very large supply chain in the
clothing segment.

We do not know the real benefit offered by the Wisito their members; we are not aware of any real
service to their members. There are two or moetimions and individual events are organized and
they should unite to get better results. We dokmotw what they actually do for their members end

even less so for the sector, but we believe thttdfe were more unions they could demand better
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results for the sector.

Today we focus on the construction of industrizghtes and on the qualification of the entrepreneur
manage in a professional way, whether for busimdas, cash flow, customer service, to sell his
product and from there we give credit to those \ghalify with us because we believe it will bring
better results and generate wealth and developimetite state.

SourceQualitative Research Survey (2012)

The Qualitative research above presents quite cliimpessues for the clothing
cluster. With regard to manual labor, the fragibfythe sector is made clear. Despite the
training programs offered by Sebrae and Senai ditethe respondents, professional
training is still on a limited scale in the univergvolved. Training needs to be of
technical, human, conceptual and management order.

Both the informal leadership and government repregives are unanimous
about the number of companies in that position 0ia& state. The importance and
scope of the segment make formal structuring ofiidastry necessary. Investments in
gualification will benefit not only the issue of maal labor, but also reduce informal
working conditions as seen over the past ten yeaes;Institute of Applied Economic
Research (IPEA, 2012).

The importance of the Cluster is perceived by ywee who believes that the
segment needs more attention. Technology mustvegeeater investment in general in
its search for innovation. Machinery, some evertegmodern, is operating on a large
scale, but in the general context, it's far froraad

Finally, industry leaders are quite optimistic abptoduction and are looking
for investment. However, it is common in Braziliear political speeches promising
investment, promises never fulfilled but which wablble so beneficial for the segment;
there should be less politics less and more comemtmstrategy, and investment

management.

4.2 SWOT Analysis of Goias State

To analyze the environment where the clothingmestinstalled, both from an
internal and an external viewpoint, one of the goocbmmonly used in the strategic
management of companies is the SWOT matrix, whaotsists of collecting important
data characterizing the internal environment (sfles1 and weaknesses) and external
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environment (opportunities and threats) of the camyp Considering these aspects,
internal variables (strengths and weaknesses)eotltthing sector in Goias State are as
follows:

I. Strengths: differentiated products manufactuiadthe large centers; excellent
creativity, easy access to raw material due to ggigcal location of the state;
Presence of wholesale dealers, registered tradema@dod product quality, and
entrepreneurial orientation of business owners.

II. Weakness: unskilled manpower, low investmenmiarketing, low working capital,
high production costs; disorganized class tradeonsi short supply of qualified
professionals; low management capacity, outdatedhmery, low production scale,
low loyalty level with purchaser.

As to the external aspects and its variables (dppities and threats) for the clothing
sector in Goias state, we conclude that they aréalfowing:

I. Opportunity: Investing in innovation; becomingreference in fashion products;
international economic agreements; potential of thwmestic market; booming
economy; wide range of suppliers, new technologegansion of class C and its
purchasing volume; economic growth in Brazil an@imias, improved logistics.

Il. Threats: high taxes, little government suppdatge informal segment; imported
products; little access to credit; substitute patglunew technologies, and low barrier to

new entrants.

4.3 Diamond Clothing Sector Model in Goias

A) Make-up Workshop Conditions: the manual labor available to the Goias clothing
sector is low-skill. While there are a range of rs@s in the National Service of
Industrial Education (SENAI) - for example, coursegproduction management in the
clothing industry, production assistant in the luliogy sector, shoe manufacture, cutters
in the clothing sector, fabric cutters/tailors fdhe clothing sector, leather
cutters/shoemakers in footwear manufacture, seass&s in the clothing sector,
management of production in the clothing induspyeduction management in the
clothing industry, industrial modelers/tailors meshnet seamstresses, operation of the

cad audaces system for manufacture, operatioreafat lectra system for manufacture,
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operator of the cad / audaces system for clothingufacture, work quality is still at a

low level.

Regarding logistics in the state, the multimodalste;pn has evolved
considerably. Besides an extensive road networkclwlionnects Goids to many
Brazilian states, in the city of Annapolis (60 krorh Goiania) there is a dry port and
the city has a plan for development of a cargooairp

B) Demand Conditions Goias state distributes its production countryvidlhe state

is thus becoming increasingly well-known and recogh for its clothing clusters; the

cities which are manufacturing centers are tarfggtsaravan-style visits from shopping
wholesalers. There are several events for promdinagds and attracting buyers and
some of these events are: Expo Vestir, Cerradoidiasfeek, Goias Vive and recently
an international event at Goiana Fashion Week, like International Jeans Fair.
Investments in marketing, market research, devedmprof research and development
and advertising campaigns, focus on the objectfdbhe Market Place, making Goias

well known and attractive to clothing trade visgor

C) Related Industries Goias has no cloth or trimming industries, bus fgood

distributors and support facilities: good make-uprkghops, silk-screen printing/
stamping, application services for jewels and enmderny, label industries, packaging
industries and a variety of transport companiespf@ducts. It needs to structure the

process elements to improve cost efficiency in potion and sales.

In 2012 the Senate announced the creation of a thetdaims to boost production in
Goiania’s clothing sector; the goal is to attramttile industries. R$ 8.8 million was
allocated for the construction of industrial builgs in 28 municipalities in Goias with
the function of receiving clothing manufacturingitsnwhich in many cases operate

under precarious conditions.

D) Strategy, structure and company rivalry. the creation of a company in Brazil is a
major challenge for any entrepreneur. Not onlydibthe reasons already mentioned in
this research, but also due to the heavy bureaacraichinery that makes the country

one of the most difficult to do business in.
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Another negative point is the way companies araipah Brazil. According to
SEBRAE research (200&bud ARAUJO 2009, p. 14), before starting their compani
51% of Brazilian entrepreneurs held positions iheotprivate companies, 19% were
self-employed and 15% were already entrepreneilifg ‘entrepreneurial organization
in these small businesses is mounted on a veryisistpucture, with very little formal
structure, lack of standardization, few hierarchleaels and centered on the figure of

the chief executive, not making use of planningcptlures or training routines.”

4.4 Cluster Profile in Goiania: Origin, Characterization and
Development

It is believed that the first clothing industriegpagared in Goiania during the
1960s. Some of the pioneering companies are §draiing today, like, for example,
'Planalto Confeccdes', established in 1964, whigtreatly manufactures pants and
shirts; also 'Confec¢cbes Nova Plan' set up in 196&ducing articles of clothing, and
bedroom and table items - today it only sells thps®lucts to retail. There is also
'‘Confeccao Scala’, founded in 1967 by Antonio Memedg, today known as 'Bulk
Confeccdes’, which started the 'fad’, selling toolekale only, and which today also
serves the retail market (CASTRO, 2004).

As they have emerged, companies have focused fieavithree areas of the
city. One in Campinas sector, at Rua Miguel Albeftomerly Bahia Avenue; another
around Avenida Bernardo Sayao, in Fama sectoraahdd on Avenue 85, in Marista
sector, and its surroundings. In the 1980s, eveh thie recession which the country
was facing, the clothing sector was consolidate@Gaiania, mainly on Avenue 85 in

Marista sector, and on Avenida Bernardo Sayaoamd-sector (CASTRO, 2004).

This dynamism concentrated in sectors in Goianrardmuted to the spread of
clothing manufacture in the municipalities of GeraGoiania. In the municipalities of
Aparecida de Goiania and Trindade in particulagréhwas significant growth in the
segment (CASTRO, 2004).

Goiéas state has 7864 companies in the clothing segemploying 73,435; of
these, the city of Goiania has 5,678 companies @mg 57,278 in the segment (see
table 4) (SEPLAN-GO, 2011).
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In the period from 1997 to 2004, expansion of emplent in the clothing
industry environment was 72%, slightly higher ththat of the State of Goias as a
whole (70.39%) and well above that recorded in Br@0.11 %). The municipalities
with clusters that contributed most to this impottacrease were Aparecida de Goiania
(346.47%) and Goiania (68.48%). (SEPLAN GO-2011).

The Clothing Manufacture sector is one of the f&tsfgeowing industrial sectors
in Goiania and it has become a national refereonoa jn recent years. Besides being a
major employer this segment is highly interactieeally and a dynamic participant
within the economies into which it is inserted. Teab shows the clothing industries and

the employment capacity in Goias and Goiania.

Table 6 — Formal companies versus jobs in the iclgtekegment

PLACE TOTAL NO. OF TOTAL JOBS CLOTHING JOBS IN THE
COMPANIES COMPANIES CLOTHING
SECTOR
Goiéas 176.945 1.124.416 7.864 73.435
Goiania 60.082 504.642 5.678 57.278

Font: SEPLAN-GO (2011)

Significant clothing industry participation in emogment figures in the cluster
municipalities and the large number of companieh welated activities, mainly dense
urban network services (UNS) that result from indakdevelopment, reveal the high

impact of the cluster on local economies.

Fairs taking place monthly in the capital of Gogdisact dealers from the north,
northeast and mid-west of the country, lookinggorducts with reasonable prices and
good quality. This has greatly contributed to bomstthe economy of the Goiania
region and stimulated an increase in worker yietd¢he clothing sector and related

activities.

The geographical concentration of clothing compamehe region has attracted
other chain segments and contributed to an inteatidn in productive relations,

business and technology; for example, busines<ias®ms, universities, HR (Human
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Resources) training institutions and state andrédaupport, thus showing how the

existence of a Cluster has great development patent

4.5 Proposed Improvement: Goidnia Station Case

Considering that the many of the problems idertifie this research are of a
structural and management order, it is proposedvigratures as described below can be
encouraged and implemented in municipal indusaggjlomerations. To this suggestion
may be added a planning idea similar to the busimezibator model, based mainly on
organization, training, training of entrepreneuwsnsultants and may in the future be

based on ‘coopetition’ (cooperate to compete).

Inaugurated in end of 2007 as the Feira da Estabé® fair came to be an
extension of the Hippie Fair, which is consideredbe one of the largest fairs in the
world and takes place in the square nearby. The F8ppie, as previously mentioned,
is a large collection of informal clothing operaiso The Feira da Estacdo took two
years to build, and after it was opened, it wasaeged to become the largest in the
world. During the week the fair served as a comfeeecenter and venue for concerts
and private events with a capacity for 150 thouspadple and on weekends as a
fashion fair with nearly 4000 stalls for street-glers (or ‘camel6s’ as they are called in
Brazil) . However, this was not seen as very adgguus to the participants; so their
managers had to reinvent the proposal, and théedgal was to reposition itself, getting
away from its image as a huge barn with stallsmefes vendors (peddlers), and moving

towards a space for fashion.

The name was thus changed and started to be &digahia Station, remodeled
from the beginning of 2012 and aimed at increasimfiuence onfashion in the
Midwest. For entrepreneurs, the result of repositionings vea doubling of their
turnover; there was better space utilization ameless were turned into stores, with a
greater level of utilization than in the originagign. Today Goiania Station has 655
stores with sales in wholesale and retail packed intaeeced space a5 thousand
m2. There is direct generation of 1800 jobs and amo®)@00 indirect jobs linked to
clothing article manufacturers, spread throughbet ¢apital in family manufacturing

set-ups. On observing how the groups of storesaaranged in Goiania Station
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Shopping Center, it can be seen that more than &0ftte mix focuses on feminine

products.

The managers of the enterprise have invested imiriga courses and
qualification for new tenants and their attendamisere in the past 100% of stalls were
informal, with the process of qualification, thgure for duly formalized staff reached
96% of the stores in 2012.

With its wide variety of feminine products, Goiangation (see chart 2) won the
preference of the Class C consumer purchasershdlggromen’ (called ‘sacoleiras’ in
Brazil) who come from many states in search of tigygariety and competitive price
at the shops which offer some of the lowest costshe region, and potential for

competitivemark-up of the product.

To stimulate shopping, the enterprise also offgmepping carts radio system,
cleaning equipment andsacurity specialist plus space for firefighters, fire prevention
and a monitoring center with trained profession@tsucturally,large and comfortable
bathrooms, comfort station, children's play areahveupervisors and lockers are

available to customers.

All the surveys from the above research are reptedean the Table 7; the
consolidation of the Brazilian, Goias State andd@w City scenarios and the prospects
for the Diamond Model Clothing Cluster .

Table 7: Consolidation of the Diamond Model Bra¢iGoias X Goiéania in the Clothing Cluster

BRASIL GOIAS GOIANIA

Context for| Massive influx of imports of cheape The big challenge of thes Setting up a business in Brazil |s
strategy and| products on the domestic market; companies is to compete wit a major challenge for any
rivalry companies from the capital ar] entrepreneur.

Insignificant participation in world Other states and they are takil

exports and also concentrated | advantage of their labor (cheap
cotton: than in the capital) and lowe

running cost of their industries

. . hile they are still growin
Hard access to credit, especially f whl y 1 growing

micro, small and medium companie
which become dependent on supplie

Demand
Conditions

Consumption very fragmented; With the exception of the city of Known and recognized for its
Jaragua and Goiénia the others| clothing clusters, and the visits of
High informality, mainly in clothing| MOt receive caravans of buyers. | caravans of wholesalers shopping
has become frequent in the
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capital.

There are several events for
promotion of brands and to attract
buyers.

Co-related Specialization in products made fro, There is a major difficulty for In Goiania has no textile or trim
and Support| natural fibers, despite the rap| these clothing manufacturel industries, but there are goad
Industries increase in world consumption ¢ since the state has no texti distributors and support facilities:
chemical fibers and blended fabrics; | industries; they acquire their raj good make-up shops, screem
materials in capital througl printing / stamping, application
Machinery/equipment  with  higk various retail te)_(tile stpres an servicgs in jewe_ls a}nd
average age, incapable of glob other ~ companies in  the embrou_jery, _ Iabel_ industries,
competitiveness, where mar Production chain. Some fac packaging industries and |a
companies are just meant for tl complicated logistics to brin¢ variety of transport company
domestic market. their pieces weekly to laundr| products .
and other more comple:
processes that are not offered
their city.
Conditions in| Low personal capacity in technici If there are problems in thi The manual labor operating in the
make-up and managerial activities capital for labor, the other rurg Goiania clothing sector is low-
workshops cities suffer more from a lack ¢ skilled. While there are a range of

Lack of coordination of actions of th SkKilled labor, but there is a| courses in the National Service of
production chain lackind @bundant supply of unskille( Industrial Education (SENAI),
management. | workers.  Some  successfi quality of service provision is still

entrepreneurs train their labc
with the technicians coming fron
the capital to train lay people.

minimal.

Regarding the logistics of thz
state this has evolved greatly with
multimodal. Besides an extensive
road network that connects Goias
to many other Brazilian states.

Source: Elaborated for the research (2012)

Per week the Goiania Station receives an estinfededof 50 thousand people.
As Goiania receives many caravan-group buyersGibidnia Station has become the
second largest bus terminal in the state (see &igurits parking gets more than 200
buses and hundreds of cars from several stateganilBor shopping. So a special
service for the tour guides with an air conditiomedm of 450m 2 with bathroom,

pantry, televisions and gaming tables is offered.
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Figure 6 — Goiania Station parking lot.
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Source: Based on fieldwork

The Marketing Department of the Station investscanstant research into
customer satisfaction; in the last evaluation, @gtion of the buyer is that the Station is
great for prices, is clean, safe, is a great placéod and is in an excellent location. It
was through this research that the Station diseavéne need to build a hotel for its
thousands of buyers coming from other states, ugieg own resources; in January
2013 Goiania’s largest.hotel, with 214 rooms, Wwélinaugurated inside the Station.

While store vacancy is very small (below 1%), &umrahover of the stores is high,
the future challenges of the Station are still béhere only women'’s articles exist in
more than 400 stores, this means that many teramtsnot ready for domestic
competitiveness. Diversification and qualificatiare what are needed to correct these

flaws.

5 Conclusion

The main challenges for the clothing industry irm8k are: imported products,
low export of clothing items, outdated machinelgk of organization in the supply

chain, much informality, low technical and managegapacity and poor access to
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credit. Despite being the sixth largest producer t@ftiles and clothing, which
corresponds to 2.5% of total production, 27.2%QGbina, in 2006 Brazil occupied the

46th place among the largest exporters.

Appreciation of the Real, at the same time as ladifficulties in exportation,
made imports more viable, promoting the provisibthe internal market with products
from China and a challenge to local production.

One of the variables to be urgently worked on is tbsue of developing
products with higher added and differentiated vatneeting the demand needs quickly.

This requires heavy investment in innovation.

Brazil, being the largest market in the segmentersfa favorable scenario for
strengthening the sector. Forecasts show a lowel ¢ poverty, income inequality and
an increase in the average level of Brazilian sthgpbut there is still poor evolution
in the quality of education. There is a need fohigher level of education of
entrepreneurs, including the long-awaited inserbbrentrepreneurship as a subject in

schools.

It is believed that by 2022 Brazil will be among tfour major economies and the trend
will be of credit growth to GDP ratio and improveatcess for micro and small

companies to credit, because there will be an aseren public and private investment
in the economy. However, it is believed that lowdastment in the international trade

will continue. It is likely that Brazil will resenté India.

It is hoped that there will be greater organizatioi clothing manufacturers into
associations for greater competitiveness, and fo#&xopportunities in the virtual
environment. Higher tax exemption is also expeciahg with modernization of labor

relations and increased outsourcing.

Goias State should take advantage of every opptrtpresented, strengthen the points
that provide their companies with some sort of cetitipe advantage and develop with
urgency efforts to eliminate or neutralize the wealnts encountered in the clothing
segment. One of the alternatives is to make thée S3acretariat for the Clothing

Industry viable; this research encouraged thiheDepartment of Trade and Industry
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as a project to promote the segment. The opporgrgppear to be there, and even if
the State is the main protagonist of several ofnthié the developments are not made

viable, no advantage will be gained from them.

As for the threats, in an environment where theeenaore weaknesses than strengths,
defenses are raised and their impact is not sostivag. However, in environments
with many weaknesses, threats can be critical factbfailure.

The Diamond Model in the Clothing sector in Goidat& points to the need for strong
Government action regarding the formalization & klbor force and tax relief, as well
as strong investment in worker training and faafiitg logistics. We must also
encourage developments like the Goiania Statioappear throughout the state for
better segment management. Thus, as a conclusitmstestudy, it is suggested that
every development like this should provide somegtsimilar to the business incubator
model, which, apart from the physical aspects, ridmuties to consulting, training and
research, with the involvement of Higher Educatfiestitutions, organs like the Trade
Unions, and trade associations, as well, of coasdghe Municipal, State and Federal

Governments.

Thus several issues raised in this survey regarthiegmanagement of the business,
planning habits and control tools must be solvesiwell as giving importance to

strategic vision and market analysis.
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