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Textiles and clothing have a long history of migration in
production. East Asia (including China and India) was the major
global producer of textiles in the 17" and until mid 18" century.
This is followed by the Great Britain from the mid to late 18"
century, and North America from the beginning to the mid 19"
century. Since the late 1990s, East Asia is resuming its historic
role as the world’s leading textile manufacturers, and according to
some estimates this will intensify in the decades to come.

The World Trade Organization (WTO) has taken important
steps for development of this sector. In 1995, WTO had adopted
Agreement on Textiles and Clothing (ATC), which provided for
removal of quotas on textile and clothing among WTO member
countries. This agreement was enforced on 1-1-2005 and all the
quotas were abolished.

The world clothing and textile industry - encompassing
clothing, textiles, footwear and luxury goods - reached almost
$2,560 trillion in 2010. The apparel, luxury goods and accessories
portion of the market, which accounts for over 55% of the overall
market, is expected to generate $3,180 billion in 2015, with a
yearly growth rate in excess of 4%.According to IDTechEx, the
apparel market will call for 20 billion FTID tags a year from 2021,
at a cost of $1 billion.

World T&C exports grew by 14.6%, from USD 525 billion
in 2009 to USD 602 billion in 2010. The European Union
remained the leading world importer of clothing. It made up for
44.7 per cent of the clothing and 27.5per cent of textile of world
total imports in 2010. The European Union was followed by the
United States of America(graph 1) (5.7).
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Graph 1.The EU-27 textiles and clothing industry
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Characteristics of the textile and clothing sector
The textile and clothing (T&C) industry comprises:

the treatment of raw materials

"Natural" fibres include cotton, wool, silk, flax, jute,
etc.

"Man-made" fibres include fibres coming from
transformation of natural polymers, synthetic fibres,
and fibres from inorganic materials.

the production of knitted and woven fabrics finishing
activities

the transformation of those fabrics into products such
as:

garments, knitted or woven (= the so-called "clothing"
industry);

carpets and other textile floor covering;

home textiles technical or 'industrial' textiles(4.9).

EU T&C market
According to the data from The European Apparel and
Textile Confederation, in 2010, the overall size of the textile and

293



clothing industry in the EU-27 represents a turnover of 172 billion
Euros with investments of around 5 billion Euros. Despite the
strong effect of the global economic recession, the 127,000 textiles
and clothing companies still employ over 1.9 million workers. EU
external trade was more dynamic with 34 billion Euros of textile
and clothing products exported and 84 billion Euros imported from
Third markets in 2010 (see graph 2,( 2.53)).

Recent trends in the textile and clothing sector: the
effects of the economic crisis and developments in import and
export trading partners

Main supplier of clothing is China (58%), followed by
Turkey (16%), Bangladesh (12%),India (9%) and Tunisia
(5%).China is textile first supplier (45%), followed by Turkey
(22%), India(15%), Pakistan(11%) and USA(7%) (Graph 2;3).
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Clothing Suppliers in % (graph 2)
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Textile Suppliers in % (graph 3)
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After China, the EU is the world's second largest exporter of
textile products with 31% including intra-EU trade. Excluding
intra-EU trade, in 2010 the EU exported €33.8 billion worth of
textiles and clothing products and continues to dominate global
markets for up-market and high quality textiles and clothing (see

graph 4;5).
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Clothing customers in % (graph 4)
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Textile customersin % (graph 5)
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Switzerland is the first export market for clothing (34%),
Russia has become the second export market of EU clothing (T/C)
products with 26% of total exports, followed by USA (18%),
Japan (12%) and Honk Kong (10%). As regards the textiles and
clothing external trade performance, about 20% of EU-27
production in value is sold on the external market despite limited
access to many third country markets (4.5).
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Short overview of Armenian textile and clothing sector

Total manufacturing of light industry in
2010 in % (graph 6)
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The light industry is one of the oldest branches of Armenia.
The Armenian light industry consists of three major sectors:
wearing apparel-clothing (72%), leather, products of leather,
footwear (22%) and textile processing (6%) (See graph 6). The
number of registered enterprises in the industry was 154 in 2000.
Number of organizations in 2005 was 177.1t dropped down to 96
in 2009, and 69 in 2010.

Armenia imports raw materials; yarn, cotton, textile, wool,
as well as some readymade apparel. Total sum of textile articles,
apparel, raw materials imported was 122 559 thousand USD, as to
export it equals to the amount 6 751 thousand USD in 2010. About
1 194 tons of textile articles, apparel and raw materials were
exported and 15 856 tons imported in 2010.

Outward-processing trade (OPT), subcontracting

European and Japanese variations in apparel sourcing
networks Outward-processing trade (OPT) in the European
clothing sector is the practice where companies export fabrics, or
parts of garments, to be further processed in a third country and
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then re-import them as finished garments in an EU country. OPT,
which has been regulated within the EU since 1982, is recognized
as accelerating the process of delocalization, or the shift of apparel
production to low-wage countries.

The main attraction of OPT is reduced labor costs, which
account for up to 60 per cent of clothing production costs. Now is
the time for DC garment producers to get their act together and to
find new buyers.

OTP, Subcontracting in Armenia

The Armenian clothing sector has a great potential for rapid
development. Currently companies operating in this field export up
to 100% of their production. Most of the companies operating in
this sector export their production to Canada, USA, Europe, and
CIS.

The companies work mainly on subcontracting basis with
companies like: Canadian “Yves Marin”, American “Happy Kids”,
Italian “Moncler”, “Saris”, Dutch “Liza Text”, German “LEBEK”.

Armenia is competitive in clothing market with its low
energy and labor costs (Table 1).

Table 1.Salary and energy costs:

Armenia Turkey Italy
Sector average 133 300 1200
salary in Euro
Electricity price
in Euro (per 0,04 0,08 0,12
kwt/h)

In addition, one of the very important factors is the custom
fee for exported production. Armenia doesn’t apply any custom
fee for exported production. As to Italy or Turkey there is 20%
custom fee on exported product. Accordingly Armenia has
competitive advantages to attract new cooperation opportunities
and develop the sector.
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Opportunities and threats on the EU market

The impact of the economic crisis

Despite the economic crisis, the European market still offers
opportunities to garment exporters from developing countries
(DCs). One of the most important developments is the opening up
of the market.

There are possibilities for DCs to take advantage of the
opportunities which have arisen on the European market. Product
development, marketing strategy, should be worked out for
entering EU market. Local T&C producers should join together,
create a cluster and operate under one umbrella (3.3).

Developing a product strategy for clothing

The essential factor to appreciate in developing product
strategy is the dynamic nature of the market and its
interrelationship with other markets.

The total value of garments consists of material (fabrics, trim
etc.) + design + production (sewing, finishing etc.) + logistics +
marketing. Profits can be obtained wherever value is added to the
chain. So the position of the added value in that chain has to be
singled out. In the clothing value chain barriers to entry are low,
capital requirements are not onerous, and production is labor-
intensive (6.9).

There are four key elements to developing a product
strategy:

1. Features/benefits analysis 2. Unique selling proposition

3. Product development 4. Product packaging

How to get a foothold on the European market

EU market has evolved into a buyers-market; this also means
that there are too many producers and not that many buyers. This
has made it very difficult for DC garment producers to get a
foothold on the European market. The best way to find buyers is to
have a sales agent in Europe or even establish a European sales
office. Without a sale agent who regularly visits European
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companies and shows samples and promotes the company, it is
almost impossible to get a foothold on the European market
nowadays. Instead of focusing on European countries, it is also a
good option to target European retail chains which operate Europe-
wide. To lower the costs and risks involved with establishing sales
offices in Europe, working together with other local or
international garment producers is a smart and proven solution.

Working together with local garment producers-
Creating clusters

Establishing a sales office in Europe involves making a huge
investment and it is not very realistic for DC garment producers to
be able to carry this investment and risk by themselves. However,
if one company can work together with other local (garment)
producers, it will have a much better chance of succeeding. A good
example of such cooperation is Alliance  Hangers
(http://www.alliancehangers.com). A comparable cluster of
garment producers would help DCs to profile themselves on the
European market (7.39).

The economic crisis has opened up the market in the garment
industry offering new opportunities for DC garment producers to
find new buyers. At the national level, diversifying the T&C sector
and developing productive and export capacities of other
complementary industrial sectors, call for addressing structural
issues, improving the business environment conditions, reducing
transaction costs and strengthening the capacity of government.
Various programmes can be devised to deal with these areas, as
follows:

Addressing structural factors:
® Programmes to enhance productivity at factory level; to

support entrepreneurship and skills upgrading, especially
in material sourcing and design; to stimulate leveraging of
new skills, knowledge, technology and markets through
linking with foreign partners in global and regional value
chains (8.9).
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Reducing transaction costs
® Programmes to address trade facilitation issues such as

harmonization of custom procedures and clearances and
associated laws and regulations; to build adequate quality
infrastructure physical infrastructure and utilities.
Stimulating private sector development and small, medium and
micro enterprises (SMMEs)
® Programmes to support cluster development and regional
innovation systems though stimulating interactive
learning and innovation processes in collaboration with
research institutes in national and regional innovation
systems.
® Programmes to survey SMME sector in terms of its
structure, geographical and sectoral concentration, gender
balance, and obstacles faced in terms of access to skills,
finance, technology and markets.
Key concepts: T/C Textile and clothing, DC Developing
counties, Agreement on Textiles and Clothing (ATC),
SME Small and Medium Enterprises, Subcontracting,
Investment, Global Economic Recession, cluster
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MECTO HA PBIHKE EC JJI51 TPOU3BOJMTEJIE
TEKCTHUJISI M OJEXK/IBI (TO) PA3BUBAIOIIIUXCS
CTPAH (PC)

A.M TPUTOPSIH

Pe3rome

TexcTmiib U oJleXkAa UMEIOT JUIMHHYIO UCTOPHIO Pa3BUTHS B
IIPOM3BOJCTBE. BCEMMpPHBIN IKCIOPT TEKCTUIIS M OJEXKAbI BBIPOC
Ha 14,6%, or USD 525 mupa. B 2009 roay g0 $ 602 mupa. B 2010
rony. Esponelickuit  Coro3 ocraerca BeayuluM B MHUpPE
UMIIOPTEPOM OJIEXK b, KOTOPbIM coctaBisii 44,7 % onexabt u 27.5
% TeKkcTuiil B MHpoBoro odiem oobeme ummnopta B 2010 roxy.
Buemnss Toprosis EC 6buta 6osiee nuHaMuYHON U cocTaBisiia 34
MJIpJ. €BPO MO 3KCHOPTY TEKCTUIHHOW M IIBEHHOW MPOAYKLIHU U
84 mipa. €BpO 10 UMIIOPTY U3 TpeThbUX PHIHKOB B 2010 roxy.

EBpornieiickuii  pbIHOK  OTKpPBIBA€T BO3MOXKHOCTH  JIJIA
AKCIOPTEPOB oAeKAbl U3 pa3BuBarouuxcsa crpad (PC). Co3nanue
KJlacTepa JUTSE MIPOU3BOIUTENEH OJICHKIbI MTOMOXET
pa3BUBAIOIIMMCS HalTH MECTO Ha eBponeckoM pbiHKe (1.5).

Kurouesrnle ciioBa:

TO -Texkctunbp u oxexna, PC- Pa3BuBaromuecss crpassl,
MCMII- mainble cpeTHUE U MUKPO TIPEANPUATHS

CyOKOHTpaKTHHT, KJacTep, WHHOBAIUS, TJO00ATBHBIN
AKOHOMMYECKHI cniajl, TpeTuil prIHOK
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aura.uUSN. 6AULLELE SERUSHL. 5GJ. {UA-NkUS
SK ULSUALNALELR AhLLL GU CNRMUUSNMT
U.U. QphgnpjuG

Udthnthnid

Stpunpih b hwgniumh wpnwnpmpjwl nnpunG nGh
qupqugiwl tpyup yuwdnipnil: Upuwphp S/X wpnwhw-
Gnudp waky £ 14.6%-ny" 2009p. 525 Ujn. UWUL nnuphg hwuG-
ny 602 djn. 2010 pywlwlhG: GU-G wwhwywlnd L hp wnwow-
nwn nhppp hwgniunh wpnwhwldwl w)fuwphnmyd: GU-nud
hwgniunh wpunmwhwlndp 2010p. Juqimy Ep 44.7% hwdw)-
fuwphwjhG wpnwhwldwli pwdibdwund, hull Jwliwowqnp-
ompjnilp’ 27.5%: GU-h wpmwphl wnlnpwypowlwnnipjnilp
2010p. wnwyt) pwl nhGwdhy tp'® S/K wpnmwnpulph wpunw-
hwlnuip Juquby Ep 344in. Gypn, huy Gpponpn GpypGtph pniqu-
(tiphg Ghpunionuip Juquby Ep 844n. typn:

GU-n  hGwpwynpmpymGGtp L pGdinmd  Qupqugnn
GpypGiph (26) Juph wpunungpnipjul wpunwhwlnnGiphG
Uninp qnpoty pmyuw: Stpuwnpih L {wgnunh JuwuwmbtipnGhph
untinonuin YGwywuwmh Q6 wpmwnpnnGtphG hptlg nhppp qpuw-
bt GypnyuwyuG pniyugnud (1.5):

UnwligpwjhG puntn

S/&-Stipunp; L <wgnuun, 26 - Qupqugnn Gpyplbp,
S<UK - Stipunpih b Lwgniunp Upnwnpmipjul {wudwdw)iw-
ghnp, ®UUQ — ®npp, Uhohl L Uhypn QtnGwpynipjniGGtp, unip-
UnGunpwlwnhlq (nnihGq), Gnpupwpwpnipnil, Gnpw; wlnb-
uwlwl waynwd, jjuunmtn:
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